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July 30, 2010

Dear Council members,

At the last meeting, Councilwoman McVey asked for information to be provided in advance with
your packet of information. Councilman Matthews echoed that sentiment as well. With that in
mind, | prepared the enclosed material to be included for the upcoming meeting.

| was at the City Clerk / City Manager’s offices yesterday asking how | could get my material
included; Mr. Bagby refused my information and informed me that | needed to mail it to you
directly. You are welcome to confirm this information with Lori Phelps or Nevada Young who were
both present in the office at the time.

Mr Bach presented to you at the last meeting that the expense to operate and maintain the Internet
service for all Internet customers, not just open access, was $2.5 million dollars annual. City Cable’s
Internet income of $1.44 million is dwarfed by that figure.

Only six weeks prior, Mr. Bach is on record at the June 7" meeting of the Advisory Board showing
that Internet income is only $1.23 million dollars annually. Even if you add in the $210,000 in
Modem Rental income, you still only get to $1.44 million dollars.

There is no way that Internet service of City Cable is being subsidized by our citizens by over $1
million dollars a year.

It certainly appears that the reported $2.5 million dollar operations and maintenance expense was
exaggerated and inflated to make you think Open Access rates needed to be raised.

The month before Mr. Bach is on record stating that City Cable’s Internet service expenses are only
$1.2 million dollars a year, well under the $1.44 million in revenue.

Thank you for your time to view the enclosed information and | hope that you will consider
rescinding City Ordinance 7194.

If you have any questions, please do not hesitate to call me. My cell phone number is 573.778.6500.
My email address ig brian@semo.net

semo.net, pbmo.net, imsinternet.net, sheltonbbs.net

Southeast Missouri’s Online Community




Dear City Council,

The passage of City Ordinance 7194 on July 19, 2010, set an end date for Open Access and created new
rates based upon figures and calculations provided to the council by Mr. Bach. The undersigned
challenge the integrity of the information upon which Ordinance 7194 was based.

Annual Expenditures For Cable Internet
In the past seven months, City Cable representatives have changed the reported annual cost to run the
Internet plant at least three times:

On December, 1, 2009, Mr. Presley presented to the Open Access ISPs on page 12 of his
presentation estimates that the annual expenditures for City Cable Internet service in 2010
would be $1,384,273.

On June 5", 2010, Mr. Bach reported to the MU Advisory Board that the current annual Internet
expense was $1,216,979.

On July 19™, 2010, Mr. Bach reported to the City Council that the current Annual System
Operations and Maintenance Expenses were $2,500,266.86.

What is the actual annual system expense of the Internet plant? And why does this figure continue to
change so drastically?

Cost of Building the Cable Internet Plant

Mr. Bach subdivided the Cable Internet capital investment from the Cable TV capital investment but has
not shown his calculations. The original bonds were for a Cable Television plant. One would hope that
adding Internet capability to our already existent Cable TV service didn’t cost the taxpayers an additional
$5.5 million dollars.

The incremental investment needed to convert the existing City Cable TV service into a TV & Internet
service can be shown from financial records of capital expenditures specific to the Internet plant since
2002 when Internet capability was added to the network.

What is the capacity of the Network: 5276 MPS or 120 MPS or 155 MPS?
Like the annual expenses, the MPS (megabits per second) capacity of the network appears to change
over time.

On December, 1, 2009, Mr. Presley presented to the Open Access ISPs on page 9 of his
presentation that as of March 2009, the system capacity was 38.8 MPS x 4 channels or 155.2
MPS.

On June 5™, 2010, Mr. Presley stated during the MU Advisory Board meeting that the capacity of
the network was 120 MPS. And though Mr. Presley’s answer is not recorded in the minutes, Mr.
Becker is recorded repeating the 120 MPS capacity three separate times with no correction from
those in attendance. Mr. Becker also repeated this 120 MPS during the City Council and again,
neither Mr. Bach nor Mr. Bagby attempted to correct this bandwidth capacity.
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On July 19", 2010, Mr. Bach presented to the City Council that the Internet plant currently has
136 channels of capacity and each channel provides 38.8 MPS giving a total capacity of 5276.8
MPS.

It is difficult to reconcile Mr. Bach’s calculated capacity of 5276 MPS with either the 155 MPS or the 120
MPS asserted by Mr. Presley during the past six months.

Charging Cost-To-Build As A Monthly Fee
It might be helpful to use an analogy for clarity:

Suppose a new water tower has an overall capacity of 750,000 gallons and cost $3 per gallon to build.
No one would expect that a portion of the customer’s bill would be rated at $3 per gallon every month.
However, the new rate structure in City Ordinance 7194 does charge the ISP every month at $1051.34
per MPS; that’s the actual MPS cost-to-build.

Rate Increase Is Exorbitant

The exhibit in the ordinance shows that semo.net’s current 930 customers will be charged at $30.66 per
customer. However, the bulk of semo.net’s residential customers pay only $29.95. It is difficult to justify
such an increase, especially when it is the second rate increase on Open Access in six months.

Since the beginning of the year, the charge for Open Access customers has increased by 81%. During this
same period, MyCityCable lowered their own business customer pricing by 146%.

Cost To Serve on Exhibit A

Mr. Bach presented a column in his calculations that became part of City Ordinance 7194 as Exhibit A.
However, Mr. Bach never presented any information as to how this was calculated. If semo.net has 930
customers, Mr. Bach calculates that the cost to serve their customers is $28.66, TCMax customers cost
closer to $30 per customer.

How is it possible for MyCityCable to offer $29.95 rates to their own customers when their cost to serve
should be even higher since it includes adding Internet service, email services and support on top of this
cost-to-serve amount?

In closing, this council

a. struck down an eight-year-old ordinance of Open Access which affected thousands of
businesses, employees and citizens in our city
ignored the normal time frame built into our city’s ordinance protocol
restricted the citizens from any ability of providing input on the matter prior to passage
passed new rates which appear to have serious flaws in their calculation
gave the ISPs only 90 days to get off the network without serious financial consequences

o a0 o

The undersigned request that the city council vote to strike down City Ordinance 7194 and work to
resolve the issues discussed in this letter before taking up any new ordinance which re-rates or restricts
our community’s Open Access policy.

L ¢ i B ] 4 o ! - o T
1. B Bripes 1217 N WEiTloes SEMO,NET
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BILL NO. 7372 ) ORDINANCE NO. 7194
AN ORDINANCE AMENDING THE OPEN ACCESS USERS FEE FOR THE CABLE
DEPARTMENT OF THE CITY OF POPLAR BLUFF AND PROVIDING FOR THE PHASING
OUT OF THE OPEN ACCESS USERS POLICY,

WHEREAS, the Municipal Utilities and City Cable Department of the City of Poplar Bluff has
reviewed the-current Open Access Users Policy contained in the Policy Manual of the Municipal Utilities
and City Cable Department of the City of Poplar Bluff, and specifically has noted specific problems with
the current policy, including increasing costs to maintain and update the broadband plant, increased
problems with technological support and more problems for the City’s customer service representatives,
due to the increased use of the system by private internet service providers; and,

WHEREAS, the Department has recommended to the City Council that the Policy Manual be
amended to discontinue the Open Access Users Policy for private internet service providers; and,

WHEREAS, the Municipal Utilities Advisory Board has reviewed the recommendation of the
Municipal Utilities Department and is of the opinion that the Open Access Users Policy should be phased
out on a gradual basis; and,

WHEREAS, the Municipal Utilities and City Cable Department has further recommended a

change in the Cable Department’s Open Access Users Fee whereby the current tier rate schedule would

be discontinued and the rate charged to Open Access users would be based on a flat rate without tiers;

and

?

WHEREAS, the Municipal Utilities Advisory Board has recommended that said rate change be
implemented in conjunction with the phasing out of the Open Access Users Policy, whereby said policy
would be discontinued after a period of not less than fifteen (15) months, with the proposed rate schedule
to take effect after ninety (90) days notice to all internet service providers currently using the City’s
broadband plant, and said rates to remain in effect until such time as the Open Access Policy is

discontinued; and,

WHEREAS, the City Council of the City of Poplar Bluff, Missouri, deems it to be in the best




interests of the City and its citizens to accept the proposal concerning the Open Access Users Policy as
submitted to it by the Municipal Utilities Advisory Board, said proposal being set out more fully as
follows.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
POPLAR BLUFF, MISSOURI, AS FOLLOWS:

Section 1.  The Open Access Users Policy, as found in the Policy Manual for the Municipal
Utilities and City Cable Department, is to be discontinued under the following terms and conditions:

a. Upon passage and approval of this ordinance, the City shall notify all Internet
Service Providers currently utilizing the City’s broadband plant of this change in
policy and shall further notify said Internet Service Providers that the current tier
rate schedule shall remain in effect for ninety (90) days from the date of said
notice;

b. That after the initial ninety (90) day period, a revised flat rate schedule shall be
implemented for all private Internet Service Providers. Said rate schedule is
attached hereto, marked Exhibit “A” and incorporated herein by specific
reference thereto as if fully set out.

c. That not less than one (1) year after implementation of the revised rate schedule,
the City shall phase out and discontinue the Open Access Users Policy. The exact
date of termination of all such services to the Internet Service Providers shall be
determined by the Municipal Utilities and City Cable Department after
consultation with the private Internet Service Providers and the Municipal
Utilities Advisory Board. Reasonable notice of said termination date shall be
provided toall private Internet Service Providers.

, The Policy Manual for the Municipal Utilities and City Cable Department shall be

amended upon termination of the Open Access Users Policy to repeal those




sections in the policy entitled “Open Access Users-Internet” and “Open Access

Users-Packet Cable Data Transport.”

Section 2,  All ordinances or parts of ordinances in conflict with this ordinance are hereby

repealed insofar as they do conflict.

Section 3.  This ordinance shall be in force and take effect from and after the date of its passage

and approval.

READ TWO TIMES AND PASSED BY THE CITY COUNCIL OF THE CITY OF
POPLAR BLUFF, MISSOURI, THIS 19TH DAY OF JULY, 2010.

APPROVED:

(\\mu%&u\ziﬁlw

MAYOR

ATTEST:

M!&W

CITY CLERK
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MINUTES OF REGULAR MEETING JUNE 7, 2010

manual the City can stop your company from hooking up any more customers to our infrastrueture.
He stated your continued increase in bandwidth has increased our costs. He stated this bond counsel
issue is very upsetting. He stated we will work something out if the bond counsel states we are okay,
but if not there will be no more increases in bandwidth. Manager Bagby stated if the bond counsel
only takes the internet service totals we are in trouble, but he felt we would be okay if they used the
totals from both the intermet and cable.

Mayor Edington stated right now there is no game plan until we hear from bond counsel. He stated
then we will go to Council with Mr. Becker's problem.

Manager Bagby stated we will have 1o have more information from the bond counsel to figure out
whal we need to do.

Board member Davis asked why are we penalizing Mr. Becker now if he has been owver the limit for
three or four years and when we allowed him to do this?

Manager Bagby asked when do we stop it?

Board member Davis stated he didn®t know.

Manager Bagby staied our policy manual clearly states the City is allowed to do this. He stated the
City'should have never gotten involved in a private/public sector. He stated the Board and himself at
that time thought this would be beneficial to the citizens of Poplar Bluff and the local ISP's.

Board member Schalk stated the City has not discouraged anyone from hooking up to the other [SP's
but he has seen a sign on the highway from semo.net dishing City Cable.

Mr. Becker stated they were not dishing City Cable. He stated Charter has upgraded their service
and his marketing consultants said they should advertise saying they could provide internet service
just as easily. Mr. Becker stated he feels that this advertising campaipn is part of the problem.

Manager Bach stated per the policy manual we could turn you off, but we are not going to do that.
He stated we are not allowing you to hook up any new customers or increase in bandwidth.,

Mayor Edington asked if the other ISP"s could take these new customers.
Board member Davis stated he felt the City was penalizing Mr. Becker because we just woke up,
Mr. Becker stated a one (1) Mb customer of his will not tax the s any more than any of the

other ISP*s one (1) Mb customers. He stated the City has 120 Mb cap. City Manager Baghy asked
are you saying that we should allow you to choose how much allotted bandwidth you are allowed,




MINUTES OF REGULAR MEETING JUNE 7, 2010

Board member Davis asked how could semo.net’s customers tax the system any more than the other
ISP°sT Manager Bagby stated semo.net’s costomers have already taxed the system.

Chairman Moffit stated we could be in negotiations if we didn’t need any input from bond counsel.
Board member Davis stated we are just waiting on bond counsel to inform us what steps we have to
do. City Manager Bagby stated it depends on what the bond counsel’s recommendation is. He stated
we will continue to look at it on an annual basis and assumes the bond counsel will give us a
formula,

er. Becker stated the City does have 120 Mb. He stated the other [SP*s have peaked above the eight
(8) Mb. Manager Bach stated none of the other ISP’s have peaked over eight (8) Mb. Mr. Becker
stated he is the only one being penalized. He stated he notified the City in 2006 regarding the
overage of his allotment but was told nothing and now he is being penalized because of a billboard
advertisement. He stated he will just po alternative ways to win. He stated it is not right that his
company has to send potential customers to other ISPs.

Manager Bach stated Mr. Becker you were told no more customers until we hear back from bond
counsel.

Board member Davis stated he felt that there has to be a better approach to limiting Me. Becker’s
customer growth. He stated we need to be careful on how our customer service representatives tell
customers that we are not adding any more new semo.net customers.

-’ Mr. Becker stated we changed our bandwidth from 22 Mb to 120 Mb. He stated why we don't
change the [SP's bandwidth allotment in the policy manual since the total number of appregate
bandwidth has been changed. He stated he has spent nearly $1.1 million in payments to the City and
prefemed this network. He stated using this network is the best way for him to compete with AT &
T.

Manager Bagby stated the City does not have to increase the ISP's bandwidth even if there is more
total bandwidth available.

Manaper Baghy stated we will wail until we hear from bond counse] before any negotiations are
done,

Board member Davis stated he would like the cusiomer service representatives to be a little more
diplomatic in stating that we are no longer accepling any semo.net customers,

Manager Bach stated he would draft a letter or br. Becker could draft a letter for the customer
service representatives to give to potential semo.net customers. Mr. Becker stated he would draft a
letter.
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Page 12 of Presley’s Presentation on Dec 1, 2009
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