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Cleveland Utilities 
Broadband Business Plan 

June 21, 2022 
(Updated July 29, 2022) 

INTRODUCTION 
Cleveland Utilities (CU) is a municipal utility providing electricity, water, and wastewater services to 
customers in the City of Cleveland and portions of surrounding Bradley County in Tennessee. CU functions 
as an enterprise fund of the City of Cleveland and is governed by a five-member Board of Directors which 
includes one member of the City Council or Mayor of the City of Cleveland.   CU has 204 employees that 
serve its electric, water, and wastewater customers.  Established in 1939, the Electric System operates 
543 miles of electric lines serving over 32,400 customers across its service territory.  CU derives over 81% 
of its electric revenues from within the Cleveland corporate limits with the remainder coming from outside 
the city in Bradley County.  CU enjoys a relatively high electric customer density with 58 customers per 
mile of electric plant. CU receives its electricity supply from the Tennessee Valley Authority (TVA).  
 
Modern electric systems utilize fiber optic lines to communicate with many new devices that automate 
the controls of the power grid to improve the reliability of the system, reduce downtime during service 
outages, and ensure the safety of line crews during restoration activities.  CU currently has a limited fiber 
backbone network that connects its 17 electric substations for Supervisory Control and Data Acquisition 
(SCADA) to monitor and operate its critical components such as substation breakers, circuit reclosers, 
relay equipment and obtain daily operational information from its electric grid.  In addition, CU utilizes its 
fiber backbone to backhaul electric and water meter readings for billing purposes.  In recent years, many 
new technologies and applications have been developed to measure consumer power usage in real time 
and improve the operational efficiency of electric grids.  These innovative applications depend on fast and 
reliable communication that can be best served by a fiber optic system.  TVA encourages its distributors 
to consider their potential for building such a communication system for its electric grid to take advantage 
of these applications that enable TVA to monitor customer demand instantly to make their power 
generation more efficient during periods of peak demand. 
 
The goal of CU is to implement a $72 million dollar grid modernization program, to build a state-of-the-
art fiber optic communication network to all portions of its service area. This will allow CU to design and 
install a smart grid infrastructure that will enable automatic fault location isolation for power restoration 
during outage events. CU’s expanded fiber network can also be utilized to enhance existing outage 
notifications through AMI equipment to reduce outage response time and increase restoration times 
during outages.  Leveraging the capabilities of this fiber network expansion, CU intends to obtain the 
statutory authority to offer high-speed internet and related services to its customers to generate new 
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revenues that will help the Electric System pay for its fiber expansion plans.  The Electric System, which 
will own and operate the fiber network, will lease capacity on its network to a new internal Broadband 
Division that will use the network to deliver its internet and internet-related services to CU customers.  
 

MANAGEMENT STATEMENT BY TIM HENDERSON, 
PRESIDENT/CEO OF CLEVELAND UTILITIES 
Cleveland Utilities is submitting this business plan to offer the additional services of high-speed internet 
and other internet-related services, such as Voice-over-IP (VoIP) telephone, pursuant to the procedures 
described in Chapter 481, Tennessee Public Acts of 1999 and Tennessee Code Annotated Title 7, Chapter 
52, Part 6.  CU believes that offering these services will benefit its customers by providing significant 
improvement to essential internet and telephone services and will generate additional revenues in 
support of the CU electric system fiber expansion project.   
 
Prior to developing this business plan, CU recently engaged a professional market research firm to conduct 
a Broadband Interest Survey among its utility customers to measure their satisfaction with their current 
internet service and telephone providers and gauge their interest in CU providing these services.  The 
survey generated sufficient responses to obtain a 95% confidence level with a low margin of error of + 
2.02%.  The survey report, included in this business plan, indicated that overall satisfaction of internet 
providers was only rated at 5.6 on a 10-point scale and 6.4 for telephone providers.  More importantly, 
97% of the survey respondents expressed interest in CU providing internet service with 46.4% indicating 
that they “definitely would” and 50.6% saying they “probably would” switch to CU if we offered a 
comparable internet product.  Similarly, 79.1% of the survey respondents expressed interest in switching 
to telephone service being provided through CU. 
 
In addition to the supportive results of the recent customer survey, CU has received encouragement to 
offer these services from local governmental and community leaders.  The CU Board of Directors believes 
that CU should pursue this opportunity to provide these essential broadband services just as a neighboring 
utility and several other municipal utilities are doing successfully.   The CU Board, in its February 24, 2022, 
meeting, passed a resolution and directed its management team to produce a business plan for CU to 
provide broadband services to its electric customers and to submit the plan to the Tennessee Comptroller 
of the Treasury (See Appendix A).  The CU management team developed a business plan with the 
assistance of Kersey Consulting Services LLC, who has produced broadband project feasibility assessments 
and similar business plans for other Tennessee municipalities, and FiberRise, a national fiber project 
planning and construction management firm that has planned and executed fiber projects for several 
municipal electric systems and electric cooperatives in recent years.  With the experienced guidance of 
these two consulting partners, CU has created a business plan that demonstrates the viability of the CU 
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broadband project even at a conservative 30% market take-rate.  While CU believes its broadband project 
will far exceed this modest expectation, CU manages its lines of business in a fiscally responsible manner, 
and a broadband division will be done in the same fashion to ensure the greatest return on investment 
for the community as a whole. 
 
The business plan meets the following conditions as outlined in Chapter 481, Tennessee Public Acts of 
1999 and Tennessee Code Annotated Title 7, Chapter 52, Part 6: 
 
Condition 1 – The proposed plan does not serve any area where a privately-held cable television operator 
is providing cable services over a cable system and in total serves 6,000 or fewer subscribers over one or 
more cable systems. 
 
Condition 2 – The proposed plan does not serve any area where there is an existing telephone cooperative 
that has been providing cable service for not less than ten (10) years under the authority of the Federal 
Communications Commission. 
 
CU will establish a new, separate Broadband Division business unit within its utility organization that will 
maintain its own accounting and record-keeping to accurately reflect its financial operations and will be 
structured to provide sufficient controls against cross-subsidization of its revenues and expenses by the 
other CU utility divisions. TVA will routinely review and monitor cost allocations between CU’s Broadband 
Division and the Electric System and to ensure proper accounting practices are in place. 
 
This business plan document presents CU’s intended business direction and strategies for accomplishing 
the goals for customer growth, revenue generation, and net income production shown in its pro forma 
financial model. The business plan addresses all the statutory requirements and areas of consideration  
outlined in the Broadband Business Plan Feasibility Analysis Checklist issued by the Tennessee 
Comptroller’s office.  In addition to explaining CU’s rationale of offering the new broadband services, the 
plan will describe the fiber optic network to be built and its technological advantages over the incumbent 
internet service providers’ (ISP) networks.  The plan discusses the broadband services to be offered, their 
pricing, and anticipated customer growth for each service during the initial ten years of operation.  The 
plan will further detail CU’s marketing tactics and budget for acquiring its projected customer gains.  The 
business plan will include a ten-year cost-benefit analysis comparing revenues generated against capital 
investments, cost of goods sold (COGS), and operating expenses, along with detail on the project’s 
financing plan.  Accompanying the business plan will be a set of pro forma financial statements for the 
broadband venture illustrating the execution of the business plan as presented.  Additionally, CU will 
submit supplemental information as requested by the Comptroller’s staff for their review and 
determination of the feasibility of the business plan. 
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CU broadband services will consist of various levels of high-speed internet access and voice-over-internet 
protocol (VoIP) telephone service for residential and business customers.  CU will permit a third-party 
voice-over-internet protocol provider (“VoIP”) to make available VoIP services to residential and business 
customer utilizing capacity on the CU broadband network.  The third-party VoIP provider will be 
responsible for handling the voice traffic and for interconnecting its VoIP customers with the traditional 
telephone network. CU will provide the broadband internet connectivity, over which the VoIP provider 
will provide its VoIP phone service and provide marketing and support services as part of its overall 
broadband offering.  Through a wholesale arrangement with the VoIP provider, CU will receive 
compensation for the provider’s use of capacity on the CU broadband network.  For business customers 
that desire this service, CU will also offer services to create a virtual private network over its broadband 
network that will enable communications between two locations.  In each case, CU services will be limited 
to providing capacity on its broadband network and the third-party VoIP provider will be the customer’s 
“provider of record”.   

CU is deeply committed to offering the most technically advanced, fully supported, and competitively 
priced broadband services in the Cleveland market. CU will engage a qualified construction management 
firm to design, plan and build the fiber network and will use Chattanooga EPB as a strategic partner for 
providing technical and marketing support during CU’s start-up phase.   
 
The fiber network infrastructure that CU will build to deliver its internet services is superior to the hybrid 
fiber copper (HFC) system of Charter/Spectrum (Charter), the dominant ISP with a 68% market share as 
indicated in the Broadband Interest Survey. CU will also compete head-to-head with AT&T who has 
recently completed its own fiber network.  Based on the strong level of customer support shown in the 
recent Broadband Internet Interest Survey (February 2022), CU believes that its superior internet services 
with symmetrical Gigabit bandwidth speeds, telephone services, competitive pricing, and responsive local 
customer service will enable CU to achieve its customer growth goals in this business plan.   
 
The fiber network that CU will build will offer virtually unlimited bandwidth capacity, and CU will install 
the most advanced internet access platform, XGS, that features 10 Gigabits of symmetrical bandwidth for 
uploading (sending) and downloading (receiving) internet traffic.  Fiber optic lines deliver a clearer, more 
reliable signal over greater distances than the copper lines of the Charter system.  CU will deploy the XGS 
platform over a Passive Optical Network (PON) architecture. This means the network has no in-line active 
(powered) electronics that can fail, such as Charter’s powered nodes and cascades of downstream 
amplifiers and will have the usable bandwidth capacity of 10 Gigabits (10,000 Mbps) of upload and 
download bandwidth.  The network will be designed into small 32-customer segments, with each group 
of up to 32 customers sharing a pool of 10 Gigabits of symmetrical bandwidth that will be accessible by 
any of the potential 32 customers within that segment.  CU will structure its internet service speeds 
(initially ranging from 400 Mbps up x 400 Mbps down to as high as 5 Gigabits up x 5 Gigabits down) so 
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that any or all of the customers in these small bandwidth-sharing segments can quickly send and receive 
their internet traffic without experiencing congestion and slowdown.  By contrast, in Charter’s design 
configurations of its HFC cable system, their signal is run to a powered neighborhood node over fiber, 
from which over a hundred customers are typically served through its copper coaxial cable lines.  The top 
internet speed offered by Charter is 940 Mbps download by only 35 Mbps upload.  The one hundred-plus 
customers associated with a node typically share a bandwidth pool of about 1,000 Mbps, compared to a 
maximum of 32 CU customers that will share 10,000 Mbps.   Charter’s node sharing commonly results in 
significant internet speed slowdown during heavy use periods.  As bandwidth demand increases in the 
future, the CU XGS-PON network will have significant built-in bandwidth headroom to allow CU to easily 
increase its internet speeds to meet the demand without further investment or customer interruption. 
Charter faces substantial investment in time and money to upgrade its system to keep pace with the 
growing bandwidth demand of its customers.  
 
Another key differentiator between CU and Charter is the symmetrical speeds offered by CU.  During the 
recent pandemic, COVID-19 forced employees to work from home and students to participate in distance 
learning from home, the applications of video conferencing programs for work and school were hampered 
by the meager upload speeds of Charter (ranging from 10 Mbps to 35 Mbps) that made effective two-way 
communication difficult.  The limited amount of frequency bandwidth for upload speeds is inherent in the 
cable industry’s technological platforms for delivering internet over cable, thus Charter’s upload speeds 
cannot be easily improved.  CU will offer symmetrical bandwidth in all of its service levels, giving 
residential and business customers a seamless means of communicating over the internet.  With the 
sharply growing increase in automated internet communication between computers and devices (the 
internet of Things - IOT) that is used for cloud storage, daily transactional activity, file transfers, etc., 
upload speeds are vitally important to modern businesses.  CU’s internet services will be best suited to 
address this need. 
 
AT&T is also  offering fiber services in Cleveland, but still relies on its DSL platform to serve some of its 
customers.  While AT&T offers comparable internet packages, the impromptu comments of AT&T 
respondents in the Broadband Interest Survey report cite problems with AT&T’s inconsistent speeds, 
higher pricing, and unsatisfactory customer service.  Business pricing for internet and telephone services 
are higher than what CU is proposing and AT&T does not have a local office and call center that CU has 
for its customers.  As a trusted utility provider, CU will leverage its strong customer relationships, earned 
by years of delivering responsive customer service, to attract its new broadband customers.  
 
The electric system will own and maintain the fiber network to a network demarcation enclosure outside 
the customer’s premise. From this demarcation point, the broadband division will be responsible for 
extending the fiber into the customer’s premise and activating its Optical Network Terminal (ONT) that 
will serve the customer’s devices (computers, routers, streaming equipment, telephone systems, etc.).  
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The electric system will lease the use of the network to the broadband division under a Network Access 
Lease structure that includes charges calculated by a shared-use formula developed by TVA that takes 
into account depreciation, CU’s return on investment and taxes. The formula allocates the shared use 
charges based on the broadband division’s customer count compared to the electric system’s total 
customer count.  The CU electric system will also charge the broadband division its highest pole 
attachment charge for each pole to which its network fiber is attached. 
 
In addition to its direct expenses shown in the business plan, the broadband division will be allocated the 
shared cost of employees and other resources from other CU departments that support the broadband 
division’s operations.  A cost allocation manual will be established under TVA guidance to assign these 
shared costs as appropriate and to comply with TVA’s prohibition against electric customer subsidization 
of non-electric business activity. These allocations will be reviewed annually by TVA to ensure compliance.  
The staffing costs and operating expenses presented in this business plan reflect a reasonable estimation 
of those cost assigned to the Broadband Division. 
 
CU’s broadband venture will bring many benefits to the Cleveland community.  The Broadband Division’s 
Network Access Lease payments, pole attachment fees, and its net revenue contributions will help fund 
the expansion of the CU electric system’s fiber network that will serve the utility’s electric customers 
through greater system reliability and faster response to service issues.  The anticipated AMI controls of 
consumer electrical appliances and other system components enabled by the network will allow CU to 
manage its electric load which will translate into rate stability and reduced operating costs.  Critically 
important as well, businesses and industries will have access to significantly greater bandwidth speeds to 
operate efficiently and effectively, at competitive pricing and with more responsive local support.   
 
Cleveland Utilities is submitting this business plan to offer Gigabit speed internet access and telephone 
services in its service territory that will better serve our residential and business customers.  The revenue 
contributions to the electric system’s fiber expansion will benefit all electric customers regardless of which 
provider they choose for broadband services.  CU believes the time is right to leverage our fiber resources 
and technical expertise to introduce the most advanced internet access platform – 10 Gigabit Symmetrical 
(XGS), to our residential and business customers and provide gigabit services at competitive pricing. 
 
Respectfully submitted, 
 
 
Tim O. Henderson 
President/CEO 
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PROPOSED SERVICES AND RATES  
 
CU has established the following schedule of services and rates for its residential and commercial internet 
and voice services that is competitive with the standard rates for similar services that are being charged 
by the incumbent providers Charter and AT&T.   
  

Internet Services 
Annual internet traffic demand is increasing exponentially year over year.  Video streaming and gaming 
are commonplace among residential customers who are seeking robust internet speeds to ensure 
uninterrupted content delivery.  Not only is eCommerce on the rise, but internet usage is evolving as well, 
with more businesses needing robust upload communication for timely cloud storage delivery, rapid 
transactional processing in customer queues, video conferencing, the growth of automated machine-to-
machine communication and many more applications. Smart businesses recognize that fast, seamless 
two-way communication is critical to attracting and retaining repeat customers.  
 
CU is investing in the latest internet access technology – 10 Gigabit Symmetrical (XGS) internet access, to 
not only give it an immediate technology advantage over cable operator Charter, the dominant incumbent 
provider serving approximately 68% of the market, but to also ensure that it has ample “headroom” to 
grow its bandwidth speeds to keep up with future demand.  CU will offer high speed and Gigabit speed 
Symmetrical internet services over its fiber network to its residential and business customers with the 
goal to present the best internet value proposition in the Cleveland market. CU’s approach will be to 
competitively price its services and to surpass all providers in the market in terms of bandwidth speeds 
(especially symmetrical upload speeds), speed consistency, uptime reliability, and prompt local customer 
service.  
 
Residential Internet Service Plans:     

 400 Mbps Symmetrical Internet    $57.99/month 

 1 Gigabit Symmetrical Internet    $67.99/month 
 Multi-Gigabit Symmetrical Internet   $97.99/month 

 Residential Wi-Fi service    $  9.99/month 
 
Commercial Internet Service Plans:  

 500 Mbps Symmetrical Internet     $  99.99/month 
 1 Gigabit Symmetrical Internet    $199.99/month 

 Multi-Gigabit Symmetrical Internet   $399.99/month 

 Managed Wi-Fi      $  14.99/month 

 Static IP Address, each     $  15.00/month 
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A comparison of CU’s proposed internet service levels and standard monthly rates to similar service levels 
and standard rates of Charter and AT&T is shown below (promotional rates and discounts are not 
included). 
 
Residential Service Description      CU      Charter  AT&T 
400 Mbps Symmetrical Internet  $57.99  $  94.99* $65.00 (500 Mbps Symmetrical) 

                                                                                        *Upload speed 20 Mbps 
1 Gigabit Symmetrical Internet  $67.99  $114.99 **          $80.00 

                                                       **Upload Speed 35 Mbps 
Multi-Gigabit Symmetrical Internet  $97.99       n/a              $110.00 (2 Gigabits) 
Residential Wi-Fi service   $  9.99  $   5.00  $  10.00 
        
        

 
Business Service Description      CU      Charter    AT&T 
500 Mbps Symmetrical Internet  $  99.99  $  89.99*  Undisclosed 
       *600 Mbps/35 Mbps  

1 Gigabit Symmetrical Internet  $199.99              $279.99** Undisclosed 
       **940 Mbps /35 Mbps 

Multi-Gigabit Symmetrical Internet  $399.99         n/a  Undisclosed 

 
In the recent Broadband Interest Survey conducted in February 2022 by Younger Associates, the average 
download speed among all internet providers as reported by survey respondents was 147 Mbps and the 
upload average speed was 63 Mbps.  The average price for internet service was reported as $103.49.  The 
rates that CU will charge for its substantially higher symmetrical speeds position CU favorably in the 
market to achieve, and most likely exceed, its customer growth goals. 
  

VoIP Services 
Residential land-line telephone service is in continued decline as cell phone plans supplant the traditional 
dial-tone telephone service.  However, CU anticipates that approximately 15% of its residential internet 
customers will still maintain a land-line voice service for security systems, home office use, or ease of use.  
Residential VoIP service will be available for $29.99/month with standard calling features and unlimited 
domestic long-distance.   
 
However, the primary focus of CU’s VoIP services will be in the business market where it projects that at 
least 50% of its business internet customers will also subscribe to CU’s business voice services.  CU’s fiber-
delivered VoIP services will be clearer and more reliable than voice signals transmitted over copper lines. 
CU will offer flexibility to its business customers with voice plans that can serve a one-person business or 
a corporate office.  CU intends to streamline its business voice services by offering a Basic Business Line 
with minimal calling features and metered long distance calling for $24.99 and a Standard Business Line 
with full calling features and an unlimited North American long distance calling plan for $29.99.  CU will 
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also offer SIP trunk lines for customer-owned PBX switches and a cloud-based Hosted PBX for which the 
customer will have no capital outlay or on-going maintenance expense.  Both the SIP trunk lines and 
Hosted PBX can have an unlimited long distance calling component.   
 
A comparison of CU’s proposed VoIP service levels and rates to similar telephone services of Charter and 
AT&T is shown below. 
 
Service Description        CU    Charter     AT&T 

Residential VoIP Service   $29.99  $14.99*  $39.00 (LD not included) 
(full features, Unlimited Nationwide LD)    *Requires Internet Subscription 

 
Basic Business Line    $24.99     n/a  $30.00 
(limited features, metered LD) 
 
Standard Business Line    $29.99  $39.99  $41.25   
(full features, Unlimited Nationwide LD)       
 
PRI/SIP Circuit (based on 7 DID lines avg.)  $295.00  Not Offered Undisclosed 
(Unlimited LD) 
 
Hosted PBX Lines    $35.99  Not Offered $57.50   
(full features, Unlimited Nationwide LD) 

 

Other Charges 
CU will establish an installation charge of $150.00 for an aerial fiber service line installation and $300.00 
for an underground fiber service line installation, each with a standard footage allowance of 200 feet.  For 
excess footage beyond this service line installation allowance, CU will charge $1.00/foot for aerial 
installations, and $3.00/foot for underground installations.  The standard installation charge shall also 
include the mounting and activation of the ONT and internet service turn-up.  CU reserves the right to 
waive the installation charge, partially or in total, for any reason and for any period, provided that such 
waiver is applied to all customers equally during the waiver period.   
 
CU has also established a $75.00 trip charge to its customers who wish to make changes to their CU 
broadband service requiring a trip to the customer’s premise. 
 
 
In the chart below, CU projects the rates that it will charge for each level of internet and VoIP telephone 
service throughout the ten-year period of the business plan.  Note that the rates are projected to remain 
stable through the first four years of the analysis period, and then will be adjusted for inflation and/or 
underlying product costs over years 5-10 of the analysis. 
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COMPETITIVE ANALYSIS 
Broadband Interest Survey 
The critical first step for CU in determining if it should enter a competitive broadband market was to 
conduct a survey among its electric customers to obtain hard data about how well their internet needs 
are being met, who are the key internet providers serving the market, the levels and types of services they 
provide, and how their customers rate their services, support, and pricing.  Additionally, CU sought to 
understand how its own performance is rated as a utility provider and the likelihood of their electric 
customers to switch to CU for internet and telephone services. 
 
CU engaged Younger Associates (YA) of Jackson, TN, to conduct a Broadband Interest Survey among CU’s 
32,427 residential and business customers.  YA sent an e-mail that included a link to an online survey on 
behalf of CU President/CEO Tim Henderson to all the CU 13,528 customers with whom CU had an email 
address on file requesting their participation in the survey.  In addition to Mr. Henderson’s email request, 
CU made the Broadband Interest Survey public on their website and promoted it via social media as well 
as other local news outlets to provide all customers with the opportunity to participate. 

 CU Proposed BROADBAND RATES AND SERVICES
INTERNET/DATA
RESIDENTIAL INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Standard 400/400 Mbps $57.99 $57.99 $57.99 $57.99 $59.15 60.33$          61.54$          62.77$          64.03$          65.31$          
1 Gigabit 1000/1000 Mbps $67.99 $67.99 $67.99 $67.99 $69.35 70.74$          72.15$          73.59$          75.07$          76.57$          
Multi-Gigabit $97.99 $97.99 $97.99 $97.99 $99.95 101.95$        103.99$        106.07$        108.19$        110.35$        
Residential Wi-Fi Plume $9.99 $9.99 $9.99 $9.99 $10.19 10.39$          10.60$          10.81$          11.03$          11.25$          

BUSINESS INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Business Lite $99.99 $99.99 $99.99 $99.99 101.99$        104.03$        106.11$        108.23$        110.40$        112.60$        
Busness Pro $199.99 $199.99 $199.99 $199.99 203.99$        208.07$        212.23$        216.48$        220.81$        225.22$        
Business Enterprise $399.99 $399.99 $399.99 $399.99 407.99$        416.15$        424.47$        432.96$        441.62$        450.45$        

Business Internet Options Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Managed Wireless Acc. Pt $14.99 $14.99 $14.99 $14.99 $15.29 $15.60 $15.91 $16.23 $16.55 $16.88
Static IP Address (per IP) $15.00 $15.00 $15.00 $15.00 $15.30 $15.61 $15.92 $16.24 $16.56 $16.89

TELEPHONE
RESIDENTIAL TELEPHONE Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Telephone $19.99 $19.99 $19.99 $19.99 $20.39 $20.80 $21.21 $21.64 $22.07 $22.51
Prem. Phone w/UnLtd LD $29.99 $29.99 $29.99 $29.99 $30.59 $31.20 $31.83 $32.46 $33.11 $33.77

BUSINESS TELEPHONE Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Business Line $24.99 $27.99 $27.99 $27.99 $28.55 $29.12 $29.70 $30.30 $30.90 $31.52
Standard Business Line $29.99 $29.99 $29.99 $29.99 $30.59 $31.20 $31.83 $32.46 $33.11 $33.77
SIP/PRI Circuits $27.99 $27.99 $27.99 $27.99 $28.55 $29.12 $29.70 $30.30 $30.90 $31.52
Hosted PBX Accounts $35.99 $35.99 $35.99 $35.99 $36.71 $37.44 $38.19 $38.96 $39.74 $40.53

NON-RECURRING CHARGES Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Aerial Installation Charge $150.00 $150.00 $150.00 $150.00 $175.00 $175.00 $175.00 $175.00 $175.00 $175.00
Underground Installation Charge $300.00 $300.00 $300.00 $300.00 $350.00 $350.00 $350.00 $350.00 $350.00 $350.00
Trip Charges $50.00 $50.00 $50.00 $50.00 $60.00 $60.00 $60.00 $60.00 $60.00 $60.00
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As of February 2022, a total of 2,143 surveys had been completed, which represents a 6.6% response rate 
among all CU customers.  This number of completed surveys yields a margin of error of +2.02 with a 
confidence interval of 95%.  The results are statistically valid and can be used for projecting trends within 
the range of the margin of error. 
 
A unique feature of the survey was the inclusion of an internet speed test that allowed the respondent to 
accurately measure their own download and upload speeds of their current internet provider.  The speed 
test component was administered by Ookla, the global leader in internet testing and analysis.  In addition 
to measuring the respondent’s internet speeds, Ookla also captured the location of the internet 
connection from which the test was taken.   
 
Another valuable output of the survey were the impromptu comments made by respondents about their 
current providers that revealed the respondent’s true insights as to the performance, specific concerns, 
and overall satisfaction with those providers, and also CU.  There were nearly two thousand such 
comments and recurring themes came forward to provide CU with important information to help shape 
its proposed services.  These comments are included in the full survey report in Appendix B and are worth 
reviewing to understand how Cleveland consumers truly regard their internet/phone providers and utility 
company.   
 
KEY FINDINGS 
Survey responses were tabulated, and the full survey results are included in this report.  Below are some 
of the key findings/observations from the survey. 
 
Internet Services 

 CU customers currently use two primary providers for their internet service, with 67.7% 
subscribing to Charter/Spectrum and 28.5% using AT&T. 

 The majority of participants, 73.3%, are currently paying between $50-$100 for their internet 
service monthly. 

 Among survey respondents, the average rating for “Overall Satisfaction” of their current internet 
service is 5.6 out of 10. The average ratings for all service characteristics ranged between 4.7 and 
6.5. 

 A majority (97.0%) of respondents are interested in Cleveland Utilities offering internet service, 
with 46.4% indicating they "Definitely Would" and 50.6% indicating they "Probably Would" switch 
to Cleveland Utilities if they offered comparable internet service at competitive pricing. 

 While the interest level dropped when asked if respondents would switch if the price for the CU 
internet service is 5% higher than they are currently paying, 47.2% still indicated a desire to switch 
with 13.0% stating that they “Definitely Would” switch and 34.2% saying that they “Probably 
Would” switch. 
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AVERAGE RATINGS OF CURRENT INTERNET SERVICE PROVIDER 

Internet 
speeds are as 

advertised 
and 

consistent 

Internet 
service is 

highly 
reliable and 
rarely goes 

down 
 

Video 
streaming is 

not 
interrupted 
by pauses 
(caching) 

 

Customer 
service staff 

is 
easy to reach 
and helpful 

 

Tech support 
response is 
prompt and 

effective 
 

Price of 
internet 
service 

is reasonable 
 

Overall, how 
satisfied are 

you 
with your 

current 
internet 
service 

provider? 

6.4 6.5 6.1 5.5 5.7 4.7 5.6 
 
 
VoIP Telephone Services 

 78.6% of the survey participants reported they do not have landline telephone 
service. 

 Among those with a landline, the service was primarily divided between two 
providers with 67.1% using Charter/Spectrum and 24.9% of the respondents 
using AT&T. 

 Overall, respondents are somewhat satisfied with their current provider indicated  
by an average rating of 6.4 on the same 1 to 10 satisfaction rating scale. 

 Among survey participants, 23.1% "Definitely Would" and 56.0% "Probably 
Would" switch to Cleveland Utilities telephone service if comparable service is 
offered. 

 
 

Profiles of Individual Internet Service Providers 
CHARTER COMMUNICATIONS 
Charter provides coverage to all the City of Cleveland and portions of surrounding Bradley County and 
currently maintains a 68% share of the market.  Charter operates a hybrid fiber coaxial (HFC) network that 
utilizes fiber to reach neighborhood nodes from which its signal is transmitted over its copper coaxial 
cables to customers’ homes, typically 100-150 homes per node.  The nodes have a capacity of only 1 
Gigabit of bandwidth (1,000 Megabits per second, or Mbps) that is shared by all the customers within the 
node area.  This creates frequent occurrences of speed slow-downs during daily periods of heavy usage 
(after school, evening television streaming, multiple family devices in use, etc.)  One of the major 
shortcomings of HFC network technology is its severe limitation on upload (sending) speeds which is a 
capped at 35 Mbps. Charter’s download/upload bandwidth speeds are set at 200/10 Mbps, 400/20 Mbps 
and 940/35 Mbps, yet the Ookla-measured speeds of survey respondents averages 138 Mbps 
download/16 Mbps upload for a median price of $79.99.  Upload speeds were not considered an 
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important design factor until more recent applications that require continuous two-way information 
transfer became more commonplace in business, telecommuting, video conferencing, and gaming.  To 
progress beyond its current network limitations, Charter will be required to make substantial investment 
re-space or replace its hundreds of active network amplifiers throughout its network as well as customer 
modems.   Another critical limitation of HFC networks is their reliance on electrically-powered amplifiers 
which are susceptible to failure of older equipment or outages during storms. 
 
Charter’s weakest satisfaction ratings are in the areas of customer service/support and pricing.  Poor 
customer service has been the cable industry’s Achilles heel as investor-owned operators like Charter 
must focus on bottom line profits and not on customer service.  Charter, like other national cable 
operators have pulled their hometown call centers into regional centers that do not relate with local 
Cleveland customers.  Further, the rising cost of cable programming have erased video margins and 
caused cable operators to raise its pricing increases to its ancillary services like internet to achieve their 
bottom-line targets.  A review of the customer comments from the Broadband Interest Survey reveals 
the weaknesses of Charter’s service. 
 
 

CHARTER INTERNET SERVICE RATINGS 
Internet 

speeds are as 
advertised and 

consistent 

Internet 
service is 

highly 
reliable and 
rarely goes 

down 

Video 
streaming is 

not 
interrupted 
by pauses 
(caching) 

Customer 
service staff is 
easy to reach 
and helpful 

Tech support 
response is 
prompt and 

effective 

Price of 
internet 
service 

is 
reasonable 

Overall, how 
satisfied are you 

with your 
current internet 

service provider? 

6.2 6.2 5.8 5.4 5.6 4.3 5.4 
 
 
AT&T 
In recent years, AT&T has moved away from its traditional landline telephone service to focus on wireless 
telephone service, while attempting to maintain their residential internet service with outdated DSL 
technology.  In the face of stiff competition from superior fiber-based networks by municipal utilities 
operators, electric cooperatives and others, AT&T is now deploying fiber networks in communities like 
Cleveland.  Average internet speeds were measured by Ookla in the broadband survey as 183 Mbps 
download and 181Mbps upload.   The average price for AT&T internet service is $72.50.  Their technical 
performance ratings are somewhat higher than Charter, likely the result of a mixture of converting 
customers to fiber and legacy DSL customers.    AT&T has a 29% market share due to this conversion and 
also from winning over some of Charter’s customers.  AT&T offers service levels similar to those that CU 
is proposing but continue to be hampered by their difficult customer service history and their pricing 
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structure.   As with Charter, the customer comments in the Broadband Interest Survey point to the reasons 
for why AT&T has received lower ratings for their out-of-town call centers and less responsive customer 
technical support.   
 

AT&T INTERNET SERVICE RATINGS 
Internet 

speeds are as 
advertised and 

consistent 

Internet 
service is 

highly 
reliable and 
rarely goes 

down 

Video 
streaming is 

not 
interrupted 
by pauses 
(caching) 

Customer 
Service staff 

is 
easy to reach 
and helpful 

Tech support 
response is 
prompt and 

effective 

Price of 
internet 
service 

is 
reasonable 

Overall, how 
satisfied are you 

with your 
current internet 

service provider? 

6.8 7.4 6.6 5.6 5.8 5.5 6.2 
 
 
CLEVELAND UTILITIES 
As an electric utility, Cleveland Utilities is judged on how well it delivers its electricity and how well it 
services its customers.  There are no shareholders, only ratepayers.  In the broadband interest survey, 
CU’s strong performance ratings in all areas are backed up by the high percentage of favorable comments 
from its customers.  CU is purely a local organization, and its customers have expressed confidence that 
CU will serve them well.  With the proximity of Chattanooga EPB, CU’s customers can see the potential 
for the superior internet services that can be delivered by a trusted utility provider like Cleveland Utilities. 
 
Respondents were also asked to rate their satisfaction levels in various CU service characteristics.  Overall, 
respondents were very pleased with the services offered by Cleveland Utilities with ratings of 7.8 or better 
in every service category.   
 

CLEVELAND UTILITIES SERVICE RATINGS 
Customer Service 

staff is easy to reach 
and courteous 

Electric service is 
highly reliable and 

rarely goes out 

Outage/Trouble call 
response is prompt 

and effective 

Utility rates are 
stable and reasonable 

Overall, how satisfied 
are you with 

Cleveland Utilities? 

8.3 8.7 8.5 7.8 8.2 
 
 

Customer Advantages for Choosing CU Broadband 
Analyzing the customer survey information for the incumbent ISPs and reviewing the customer comments 
associated with those providers, CU is proposing internet services that will be attractive to its customers 
and will offer them advantages over their current provider. CU has incorporated these competitive 
conditions and factors into its services to position CU to capture its projected market share and achieve 
its financial goals.  
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 CU will make its internet service universally available across its electric service territory and will 

offer a uniform rate structure for all of its customers.    
 A number of survey comments expressed a desire to work with their local utility provider with 

whom they have had a good service experience.  CU will be able to leverage its strong reputation 
for service reliability, reasonable utility rates, and customer service to foster customer confidence 
in CU as their internet and telephone provider.  

 CU’s strategic partner, Chattanooga EPB, will offer its experienced technical support for CU’s 
internet service. 

 Pricing and slower internet speeds are key factors in widespread dissatisfaction with the current 
internet providers. CU will offer symmetrical internet speed plans that exceed the other providers’ 
offerings and/or that are priced competitively to be affordable for its customers. 

 CU will not place data caps on its residential internet services. 
 CU will build the most advanced 10-Gigabit Symmetrical internet Access platform.  Charter is not 

technically capable to offer the multi-Gigabit levels of symmetrical bandwidth that CU proposes.  
In order to match the capability of the CU XGS fiber network, Charter will need to make a 
significant investment in fiber plant and internet access equipment that may be considered 
preemptive.  CU expects to maintain its technological advantage well into the future to satisfy 
customer needs.   

 The CU fiber network will be designed so that its 10-Gigabits of available bandwidth will be shared 
by no more than 32 customers within each neighborhood service area, as compared with 100+ 
Charter subscribers that share the 1 Gigabit of bandwidth that is available in their neighborhood 
area.  This means that CU customers will get the bandwidth speeds they pay for with virtually no 
bandwidth restriction during high use periods. 

 The new CU fiber plant will operate with greater reliability and superior signal quality compared 
to the older HFC and DSL systems that are that have been cited by the survey respondents for 
slower speeds, poorer signal quality and less reliability. 

 

General Conclusions 
The response to the Broadband Interest Survey was positive as the market is heavily saturated by two 
competing national internet providers, AT&T and Charter, yet 97% of the survey respondents expressed 
a strong interest in Cleveland Utilities offering internet and telephone services.  The survey responses 
from the Cleveland Utilities customers and their spontaneous comments are summarized for each of 
these providers in separate sections of the survey report, indicating why customers have expressed a 
desire to have these services provided by Cleveland Utilities. The survey comments in the individual 
providers sections are worth reading.   A copy of the complete survey report and the provider maps are 
included in Appendix B of this document. 
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Even with pricing being an important concern among survey respondents, the lackluster ratings for the 
key service characteristics of internet speeds, service quality, tech support and customer service led to a 
very high percentage of respondents expressing their likelihood to change to CU. CU plans to deliver 
superior bandwidth speeds and local support to customers at fair market rates.   CU is confident that its 
competitively-priced IP telephone services, delivered clearly and reliably over the CU fiber network, will 
compete strongly with Charter’s copper-based services and AT&T’s higher-priced telephone services.  CU 
believes that it can achieve higher take-rates for fiber-delivered internet and VoIP telephone services 
among its utility customers like other municipal utility operators who have been successfully offering 
competitive internet and telephone services against incumbent providers for several years.  CU will have 
strong strategic advantages as it competes with the incumbent providers: 
 

 CU’s all-fiber optic network will be superior to its competitors’ systems, with exceptional signal 
quality, reliability, and virtually unlimited bandwidth capacity that can be inexpensively scaled to 
keep pace with customer needs for decades to come.   

 
 CU has designed its service offerings to deliver more value at competitive pricing.  CU’s internet 

speeds will be consistently higher than its competitors’ speeds, and CU will offer symmetrical 
speeds that are not available from Charter and AT&T’s lower speed service levels.   

 
 CU is a trusted, public utility that has a reputation for prompt, responsive customer service and 

contributes to the local community.  
 
 CU is owned by its customers who appreciate that the revenues generated by this project will 

remain in Cleveland to benefit them directly. 
 

CUSTOMER GROWTH PROJECTIONS 
Weighing the positive customer survey results and CU’s strategic advantages against an anticipated strong 
competitive push-back by the incumbent providers, CU is conservatively projecting its internet services to 
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achieve a 30% share of the market within four years. The Customer Growth schedule on the following 
page illustrate the growth rate for residential and business internet and telephone services over the ten-
year period.   
 
Experience has shown that survey responses for switching providers does not translate into actual results.  
Customers tend to procrastinate going through the conversion process and incumbent providers will 
succeed in holding on to defecting customers with retention offers.  Typically, municipal broadband 
projects such as this one can garner a 40% to 50% market share based on the past performance of the 
incumbent providers and their current network capabilities.  The performance ratings of Charter and AT&T 
are mediocre in the CU survey and the customer comments are mostly unfavorable, and the customer 
regard toward CU is favorable, leading to the exceptionally high 97% of CU customers indicating a 
likelihood to switch to CU broadband services.  In this case, given that AT&T has deployed a fiber network 
similar to the one that CU is planning, the customer take-rate projections have been conservatively 
reduced by applying the 2% margin of error to the survey results and then assuming that to one-half of 
the “definites” and one-quarter of the “probables” will actually switch to CU broadband services.  The 
yields a very conservative projection of 31.83% take-rate, rounded down again to the 30% used in the pro 
forma model.  
 
CU still believes that it will achieve a higher market share level approaching that of other municipal utility 
providers offering broadband services but is using more conservative customer projections to 
demonstrate the viability of this business plan. 
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MARKETING PLAN 
Cleveland Utilities will conduct a significant media event to launch its new broadband venture and 
introduce its new broadband services to its customers.  The media event will introduce the new brand for 
these services, describe their key features and immediate benefits to CU’s residential and business 
customers and the long-range economic development impact on the Cleveland community as a whole.  

CUSTOMER GROWTH PROJECTIONS

INTERNET
RESIDENTIAL INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Standard 400/400 Mbps 635 2713 4077 4538 4546 4554 4563 4571 4579 4587
1 Gigabit 1000/1000 Mbps 404 1726 2594 2888 2893 2898 2903 2909 2914 2919
Multi-Gig 116 493 741 825 827 828 830 831 833 834

TOTAL RESIDENTIAL INTERNET 1155 4932 7412 8251 8266 8281 8296 8311 8326 8341
% of Homes Pa ssed 15% 18% 27% 30% 30% 30% 30% 30% 30% 30%

BUSINESS INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
500 Mbps Symmetrical Internet 96 292 439 490 492 494 495 497 499 501
1 Gigabit Symmetrical Internet 120 365 549 613 615 617 619 622 624 626
Multi-Gigabit Symmetrical Internet 24 73 110 123 123 123 124 124 125 125

TOTAL BUSINESS INTERNET 240 730 1099 1225 1230 1234 1239 1243 1248 1252
% of Busi nesses  Passed 15% 18% 27% 30% 30% 30% 30% 30% 30% 30%

GRAND TOTAL INTERNET CUSTOMERS 1395 5662 8511 9476 9495 9515 9534 9554 9573 9593
Avg. Internet Customers 698 3529 7086 8993 9486 9505 9525 9544 9564 9583

TELEPHONE

RESIDENTIAL TELEPHONE Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Telephone 35 148 222 248 248 248 249 249 250 250
Prem. Phone w/UnLtd LD 139 592 889 990 992 994 995 997 999 1001

Total Residential Telephone 173 740 1112 1238 1240 1242 1244 1247 1249 1251
Total  % of Residential Premises 2% 3% 4% 5% 5% 5% 5% 5% 5% 5%

Total  Avg. Residential Telephone 87 457 926 1175 1239 1241 1243 1245 1248 1250

BUSINESS TELEPHONE LINES Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Business Line 5 15 22 25 37 49 62 75 87 100
Standard Business Line 270 821 1187 1286 1291 1296 1301 1305 1310 1315
SIP/PRI DID Lines 67 204 308 343 344 346 347 348 349 351
Hosted PBX Seats 126 383 692 858 861 864 867 870 873 877

Total Comm. Telephone Lines 468 1423 2208 2512 2533 2555 2576 2598 2620 2642

TOTAL RESI. & BUS. TELEPHONE LINES 641 2163 3320 3749 3773 3797 3821 3845 3869 3893
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CU will also describe its working relationship with Chattanooga EPB as a strategic partner in developing 
its broadband services and supporting CU’s start-up period and on-going operations.   
 
CU’s launch announcement will be designed to accomplish the following strategic objectives to stimulate 
market awareness of its fiber network capabilities and generate customer demand for its new internet 
and telephone services. 
 

 Create awareness within the Cleveland community of CU’s plan to expand its fiber network to 
offer symmetrical gigabit-speed internet and VoIP telephone services at competitive pricing. 

 Foster community support for CU’s venture by explaining the benefits of fiber optic networks in 
improving the economic vitality of a community by attracting new industries, supporting existing 
businesses to be more productive and profitable, and enhancing the general quality of life for 
Cleveland citizens.  

 Differentiate CU’s gigabit-speed internet and telephone services from the incumbents’ offerings, 
and communicate the strong value proposition of signal quality, reliability, competitive pricing, 
and very importantly local customer support. 

 Leverage Chattanooga EPB’s national reputation as a successful fiber services provider in its 
support relationship with Cleveland Utilities, reinforcing CU’s positive image in the community as 
the trusted utility provider and conveying immediate credibility and customer confidence to CU’s 
capabilities to deploy these important new services.  

 Position these new services alongside of CU’s electric, water, and wastewater services as essential 
services through a new branding campaign that will create a strong marketing image for CU in the 
community. 

 Establish CU’s plans for expanding its fiber network across its entire electric service area to deliver 
next-generation broadband services to all customers, laying out a timetable for availability of 
services to each area of the community. 

 
To achieve its customer growth objectives, CU’s marketing plan will consist of the following tactics –  
1) promotion of the benefits of CU’s new gigabit-speed internet and VoIP telephone services;  
2) development of an on-going media and direct mail campaign to inform CU customers of the availability 
of the new services in their areas and solicit subscription responses; and 
3) utilize direct sales contacts to acquire new residential and business customers.   
The activities to achieve the strategic marketing objectives and implement the acquisition tactics are 
summarized below with their associated budget. 

 
Market Awareness  
During the first phase deployment to CU customers, the new services will not be immediately launched 
everywhere in the market, and CU will need to manage customer expectations for when they will be 
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available.  CU will utilize its website and social media resources to provide information and updates about 
its new broadband services and their scheduled availability.  The timing for this announcement should 
begin 60 days prior to the initial launch and continue through all remaining launch areas.   The website 
will be set up for inter-active collection of customer inquiries for follow-up by CU sales personnel.  Another 
cost-effective means for CU to distribute it’s launch announcement to its customers will be through the 
use of a series of bill inserts with the new branding logo on the outside of the envelope to indicate that 
information about the new services is included inside.  Each insert should also refer customers to the CU 
website for complete details of the project.  Over the course of several months, CU will utilize all of its 
resources to convey the key benefits of the new services to be provided and the timing of their availability.   
 
CU will continue its market awareness campaign with periodic updates to customers via bill stuffers, social 
media, and website announcements on the progress of customer acquisition, new service enhancements, 
and other news and information relevant to the Broadband Division. 
 
Branding Campaign 
CU will create a brand image for its utility organization that will encompass its traditional electric, water 
and wastewater services along with the new broadband services as essential utilities delivered by an 
experienced and trusted utility provider.  The new brand logo will have a contemporary look and will 
promote top of mind awareness of CU broadband services as it replaces CU’s old logo.   
 
Customer Acquisition 
As CU completes construction and activation of its fiber network in new sections of its system, direct mail 
and follow up direct sales will be used to let customers know of the availability of CU broadband services.  
Direct mail allows CU to efficiently target those new potential customer households and direct sales 
personnel will be able to present the services and benefits, answer questions, and make immediate sign-
ups and installation scheduling. Customer procrastination, distraction, and lack of information (or 
misinformation) are barriers to switching customers to CU that can be overcome by effective, well-trained 
sales personnel. Experience has shown that a direct sales visit preceded by an introductory direct mail 
piece can result in as much as an initial 20% take-rate during the first pass of newly built areas.  
 
CU will hire two direct sales employees to follow behind the network construction crews and contact 
residential and business customers when the construction crews are visible and anticipation is greatest. 
CU plans to utilize the seasoned sales staff of Chattanooga EPB to provide sales training.  EPB business 
sales personnel may also be engaged to assist CU in presentations to larger or more complex accounts. 
 
The CU direct sales positions will be temporary positions that will be compensated by a base salary and 
sales commissions on installed customers.  It is anticipated that the sales positions will be retained for 
approximately four years but will be continued if sales volume warrants.  CU will also provide sales training 
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to its customer service staff to present its broadband services to newcomers as they sign up for their utility 
services.   
 
The Sales and Marketing information summarizes the projected expenses of the Marketing Plan during 
the first four years when the majority of customers will be acquired.  CU is budgeting $2,095,885 during 
this period to reach its customer goals. 
 
 

 
 

COST-BENEFIT ANALYSIS 
Revenues 
With the planned build-out schedule of the Electric System’s fiber grid improvements commencing before 
the launch of broadband services, CU will be positioned to acquire broadband customers and generate 
revenue during the last six months of its first year of operations.  As the Electric fiber grid improvements 
will be completed over two years, the ramp up of broadband customers will be the greatest during Year 
2 and Year 3, resulting in a dramatic increase in customer revenues.  The Revenue schedule below details 
the growth of revenues over the ten years of the plan for CU’s proposed Business internet and telephone 
service, and for the other revenue category which includes ancillary monthly internet account charges 
and non-recurring installation charges and trip charges for service changes.   
 

SALES AND MARKETING EXPENSE BUDGET
Sales and Marketing Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Base Wages and Taxes 180,000$       186,300$       192,821$       199,569$       -$              -$              -$              -$              -$              -$              
Benefits 115,200$       119,232$       123,405$       127,724$       -$              -$              -$              -$              -$              -$              
CSR Commissions 13,283$          65,498$          9,615$            6,486$            173$             173$             173$             173$             173$             173$             
EPB Consulting 60,000$          91,223$          107,351$       61,943$          -$              -$              -$              -$              -$              -$              

Direct Mail 79,050$          235,920$       226,951$       66,331$          66,467$       66,604$       66,740$       66,877$       67,013$       67,150$       
Branding 11,500$          -$                -$                -$                -$              -$              -$              -$              -$              -$              
Advertising & Promotions 40,000$          30,000$          30,000$          30,000$          5,000$          5,000$          5,000$          5,000$          5,000$          5,000$          
Customer Collateral 3,000$            2,000$            1,000$            1,000$            1,000$          1,000$          1,000$          1,000$          1,000$          1,000$          
Total Sales & Marketing Exp. 502,033$       730,173$       691,143$       493,053$       72,640$       72,776$       72,913$       73,049$       73,186$       73,322$       
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Capital Expenditures 
The electric system will own, maintain, and utilize the fiber network for its electric operations, and will 
bear the capital cost for the outside plant construction of the network to a demarcation point on the 
outside of the customer’s premises.  The electric system will also be responsible for the capital 
expenditures for establishing CU’s internet connectivity with EPB and providing and installing the network 
transmission equipment and associated switches and routers , said decision is made on the understanding 
that capital equipment will be utilized to provide internet connectivity and telephone services for all 
internal CU divisions to include electric, water and wastewater divisions.  Total capital costs of equipment 
will be allocated to said division based upon applicable use percentages for all divisions.  Allocated costs 
to be included in CU’s joint cost allocation manual which is reviewed and approved by TVA.  The 
broadband division’s capital expenditures, totaling $7,949,919 over the ten-year period of the pro forma 
will be associated with the customer premise inside wiring from the electric system’s point of demarcation 

REVENUES
INTERNET REVENUE
RESIDENTIAL INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Standard 400/400 Mbps 110,514$    1,164,920$ 2,362,311$ 2,997,312$   3,223,869$  3,294,319$    3,366,298$   3,439,838$    3,514,973$   3,591,738$    
1 Gigabit 1000/1000 Mbps 82,455$      869,147$    1,762,521$ 2,236,296$   2,405,330$  2,457,893$    2,511,596$   2,566,465$    2,622,523$   2,679,797$    
Multi-Gigabit 33,954$      178,950$    362,888$    460,435$      495,237$     506,060$       517,117$      528,414$       539,956$      551,748$       
Residential Wi-Fi 34,615$      182,438$    369,962$    469,409$      504,890$     515,924$       527,196$      538,713$       550,480$      562,502$       

Residential Internet Sub Total 192,969$    2,034,067$ 4,124,832$ 5,233,609$   5,629,199$  5,752,212$    5,877,894$   6,006,303$    6,137,497$   6,271,536$    

BUSINESS INTERNET Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
500 Mbps Symmetrical Internet 28,797$      232,710$    438,760$    557,663$      600,899$     615,164$       629,760$      644,693$       659,971$      675,603$       
1 Gigabit Symmetrical Internet 71,996$      581,803$    1,096,955$ 1,394,228$   1,502,324$  1,537,988$    1,574,478$   1,611,812$    1,650,010$   1,689,092$    
Multi-Gigabit Symmetrical Internet 28,799$      116,363$    219,397$    278,853$      300,472$     307,605$       314,903$      322,371$       330,010$      337,827$       

Commercial Internet Sub-Total 129,593$    930,876$    1,755,112$ 2,230,744$   2,403,695$  2,460,758$    2,519,141$   2,578,876$    2,639,992$   2,702,521$    

Business Internet Options Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Managed Wi-FI Access points 5,396$        32,816$      49,405$      55,097$        56,406$       57,744$         59,114$        60,515$         61,949$        63,416$         
Static IP Addresses 216$           1,313$        1,978$        2,205$          2,258$         2,311$           2,366$          2,422$           2,480$          2,538$           
Ancillary Sub-Total 5,612$        34,129$      51,383$      57,303$        58,663$       60,056$         61,480$        62,937$         64,429$        65,954$         

Business Internet Sub-total 135,205$    965,005$    1,806,495$ 2,288,047$   2,462,359$  2,520,813$    2,580,621$   2,641,813$    2,704,420$   2,768,475$    

TOTAL INTERNET/DATA REVENUE 328,175$    2,999,072$ 5,931,327$ 7,521,655$   8,091,557$  8,273,025$    8,458,515$   8,648,116$    8,841,917$   9,040,011$    

TELEPHONE REVENUE
RESIDENTIAL TELEPHONE Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Basic Telephone 2,078$        21,904$      44,418$      56,357$        60,617$       61,942$         63,295$        64,678$         66,091$        67,534$         
Prem. Phone w/UnLtd LD 3,117$        131,443$    266,550$    338,200$      363,764$     371,713$       379,835$      388,132$       396,610$      405,272$       
Total Residential Telephone Revenue 5,195$        153,347$    310,968$    394,558$      424,381$     433,655$       443,130$      452,810$       462,701$      472,806$       

BUSINESS TELEPHONE Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Basic Business Line 360$           3,257$        6,141$        7,805$          10,517$       15,072$         19,836$        24,818$         30,025$        35,464$         
Standard Business Line 24,292$      196,303$    361,222$    444,988$      473,098$     484,329$       495,820$      507,577$       519,606$      531,913$       
SIP/PRI Circuits 5,643$        11,400$      21,494$      27,318$        29,436$       30,135$         30,850$        31,582$         32,330$        33,096$         
Hosted PBX Accounts 13,604$      109,936$    232,187$    334,659$      378,499$     387,485$       396,678$      406,084$       415,708$      425,554$       

Total Commercial Telephone Revenue 43,899$      320,895$    621,044$    814,771$      891,551$     917,021$       943,185$      970,061$       997,669$      1,026,028$    

TOTAL TELEPHONE REVENUE 49,094$      474,242$    932,011$    1,209,328$   1,315,931$  1,350,675$    1,386,315$   1,422,872$    1,460,370$   1,498,834$    

OTHER REVENUE/NRC Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Installation Charges 20,925$      64,425$      44,427$      17,030$        3,658$         3,665$           3,671$          3,678$           3,685$          3,692$           
Trip Charges 1,046$        8,821$        17,716$      44,966$        85,370$       114,061$       114,295$      114,529$       114,763$      114,997$       
Total Other Revenue 21,971$      73,246$      62,143$      61,996$        89,028$       117,725$       117,966$      118,207$       118,448$      118,689$       

GRAND TOTAL BROADBAND  REVENUE 399,240$    3,546,560$ 6,925,481$ 8,792,980$   9,496,516$  9,741,426$    9,962,796$   10,189,195$  10,420,735$ 10,657,533$  

Average Internet Customer/Year 698 3529 7086 8993 9486 9505 9525 9544 9564 9583
Annual Revenue per Avg. Customer 572.39$             1,005.11$          977.30$             977.73$               1,001.16$           1,024.87$             1,046.01$             1,067.60$             1,089.63$            1,112.12$              

Monthly Revenue per Avg. Customer 47.70$               83.76$               81.44$               81.48$                 83.43$                85.41$                  87.17$                  88.97$                  90.80$                 92.68$                   
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outside the customers’ premises, installing the Optical Network Terminals (ONTs), establishing 
connectivity with customer devices, and maintaining the integrity of the broadband connection.  The 
following summarizes the planned capital expenditures for the Broadband Division over the first ten years 
of the project when the majority of the customers will be acquired and equipment is being replaced. 
  
Inside Wiring and Service Turn-up 
This expenditure includes the labor and materials to install the fiber service line from the outside 
demarcation enclosure at the customer’s premise to the ONT inside, activate the ONT, and turn-up service 
to the customer’s devices (computers, televisions, and telephone equipment).  This cost is projected at an 
average of $262.33 per installation. 
 
Customer Premise Equipment 
The Broadband Division will utilize a variety of ONTs based on the services ordered by the customer, from 
simple internet-only ONTs to multi-port ONTs for internet and voice services with Wi-Fi capability.  The 
projected average cost of the ONTs is $370.00 per unit. The budgeted capital costs reflect an ONT 
replacement program to upgrade 5% of the ONTs each year beginning in Year 5 and beyond.   
 
Vehicles 
Service vehicles will be purchased for the broadband technical staff as they are brought on board.  These 
vehicles will be replaced after ten years of service or 100,000 miles, whichever comes first. 
 
Tools and Test Equipment 
CU is budgeting $3,600 for tools and test equipment and a laptop computer for each of the two fiber 
technicians during the first five years of operations, plus a $2,500 OTDR fiber tracer.  This equipment will 
be replaced periodically throughout the ten years of the plan.   
 

 
 

Depreciation Schedule 
Depreciation for the broadband capital items is based on a 5-year life for the consumer premise 
equipment, vehicles, test equipment, and tools, and a 10-year life for Inside wiring and turn-up. 
 

Broadband System FTTH Capital Summary
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Customer Premise Equipment 516,150$      2,393,530$   355,896$      240,470$      7,215$           7,215$           181,568$      181,568$      181,568$      181,568$      

Inside Wiring and Turn-up Labor 365,950$      1,704,332$   293,589$      216,799$      -$               -$               -$               -$               -$               -$               

Vehicles, Test Equipment, Etc. 522,500$      -$               -$               -$               -$               600,000$      -$               -$               -$               -$               

Total Broadband Capital Exp. 1,404,600$   4,097,862$   649,485$      457,270$      7,215$           607,215$      181,568$      181,568$      181,568$      181,568$      
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Financing Plan 
The Broadband Division will obtain an inter-divisional loan from the electric system in the amount of 
$8,000,000 for its capital and start-up operational expenses.  The loan will be in two draws of $3,500,000 
in Year 1 of the Plan and $4,500,000 in Year 2 (together totaling $8,000,000).  The loan amounts will be 
structured to be paid back over twenty years for each draw with an annual interest rate of 6.0%, with 
principal and interest for each loan draw deferred for one year.  As interest rates are increasing, the 6% 
interest rate used for the pro forma is higher than interest rates that CU has obtained on recent debt 
issues in recent years.  The business plan reflects that the project will produce sufficient available cash for 
the broadband division to pay off both of the inter-divisional loan draws from the electric system by the 
end of Year 6.  In the event that customer growth for the project exceeds the plan goals and additional 
capital is required, the broadband division may elect to use its available cash for customer installations 
and defer the early payment of the electric loan until customer growth levels off.   
 
The two amortization schedules below reflect the early pay-off of the electric loan by additional principal 
payments in the business plan and the 20-year pay-off schedule in which the regular principal payments 
are paid. 
 

               Broadband System Depreciation Summary
Item Life % Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Customer Premise Electronics 20.0% Yr 1 103,230$       103,230$       103,230$       103,230$       103,230$       -$                    -$                  -$                  -$                    -$                   
" 20.0% Yr 2 315,764$       315,764$       315,764$       315,764$       315,764$       -$                  -$                  -$                    -$                   
" 20.0% Yr 3 210,796$       210,796$       210,796$       210,796$       210,796$    -$                  -$                    -$                   
" 20.0% Yr 4 71,420$         71,420$         71,420$         71,420$       71,420$       -$                    -$                   
" 20.0% Yr 5 1,443$           1,443$           1,443$         1,443$         1,443$           -$                   
" 20.0% Yr 6 15,496$         15,496$       15,496$       15,496$        15,496$       
" 20.0% Yr 7 15,525$       15,525$       15,525$        15,525$       
" 20.0% Yr 8 15,554$       15,554$        15,554$       
" 20.0% Yr 9 15,583$        15,583$       
" 20.0% Yr10 15,611$       

Inside Wiring/Serv. Turn-up 10.0% 36,595$         92,930$         188,114$       241,855$       259,488$       262,230$       262,230$    262,230$    262,230$      262,230$     
Vehicles, Test Equipment, Etc. 20.0% 104,500$       104,500$       104,500$       104,500$       104,500$       120,000$       120,000$    120,000$    120,000$      120,000$     
Total Broadband Depreciation 244,325         616,424         922,404         1,047,564     1,066,640     997,148         696,909       501,667       445,830        459,998       
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Cleveland Utilities Electric Loan to Broadband Amortization Schedule
EARLY PAY-OFF SCHEDULE

Loan Amount $8,000,000
Interest Rate 6%
Term of Loan 7 Years
Maturity Date 9/30/2028

Year Date Beg. Balance Total  Pymt Pri ncipal  Pymt Add'l  Prin. Pymt Interest Pymt End Balance

1 10/1/2022 -$               -$               -$                -$                 -$                 3,500,000$      

2 10/1/2023 3,500,000$   385,000$      175,000$       -$                 210,000$        7,825,000$      
3 10/1/2024 7,825,000$   913,944$      444,444$       -$                 469,500$        7,380,556$      

4 10/1/2025 7,380,556$   2,387,278$   444,444$       1,500,000$     442,833$        5,436,112$      

5 10/1/2026 5,436,112$   2,270,611$   444,444$       1,500,000$     326,167$        3,491,668$      

6 10/1/2027 3,491,668$   653,944$      444,444$       1,500,000$     209,500$        1,547,223$      

7 10/1/2028 1,547,224$   1,640,057$   444,444$       1,102,780$     92,833$          -$                   

Cleveland Utilities Electric Loan to Broadband Amortization Schedule
20-YEAR PAY-OFF SCHEDULE

Loan Amount $8,000,000
Interest Rate 6%
Term of Loan 20 Years
Maturity Date 9/30/2042

Year Date Beg. Ba lance Tota l  Pymt Principal  Pymt Add'l  Prin. Pymt Interest Pymt End Ba lance

1 10/1/2022 3,500,000$   -$               -$                -$                 -$                 3,500,000$      

2 10/1/2023 8,000,000$   385,000$      175,000$       -$                 210,000$        7,825,000$      

3 10/1/2024 7,825,000$   913,944$      444,444$       -$                 469,500$        7,380,556$      

4 10/1/2025 7,380,556$   887,278$      444,444$       -$                 442,833$        6,936,111$      

5 10/1/2026 6,936,111$   860,611$      444,444$       -$                 416,167$        6,491,667$      

6 10/1/2027 6,491,667$   833,944$      444,444$       -$                 389,500$        6,047,222$      

7 10/1/2028 6,047,222$   807,278$      444,444$       -$                 362,833$        5,602,778$      

8 10/1/2029 5,602,778$   780,611$      444,444$       -$                 336,167$        5,158,333$      

9 10/1/2030 5,158,333$   753,944$      444,444$       -$                 309,500$        4,713,889$      

10 10/1/2031 4,713,889$   727,278$      444,444$       -$                 282,833$        4,269,444$      

11 10/1/2032 4,269,444$   700,611$      444,444$       -$                 256,167$        3,825,000$      

12 10/1/2033 3,825,000$   673,944$      444,444$       -$                 229,500$        3,380,556$      

13 10/1/2034 3,380,556$   647,278$      444,444$       -$                 202,833$        2,936,111$      

14 10/1/2035 2,936,111$   620,611$      444,444$       -$                 176,167$        2,491,667$      

15 10/1/2036 2,491,667$   593,944$      444,444$       -$                 149,500$        2,047,222$      

16 10/1/2037 2,047,222$   567,278$      444,444$       -$                 122,833$        1,602,778$      

17 10/1/2038 1,602,778$   540,611$      444,444$       -$                 96,167$          1,158,333$      

18 10/1/2039 1,158,333$   513,944$      444,444$       -$                 69,500$          713,889$          

19 10/1/2040 713,889$      487,278$      444,444$       -$                 42,833$          269,444$          

20 10/1/2041 269,444$      285,611$      269,444$       -$                 16,167$          -$                   
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Use of Proceeds Analysis 
 

 
 

Manpower Costs 
The manpower costs in the plan reflect the new direct employees of the broadband division and the 
allocated cost of existing CU employees who will perform management oversight and customer support 
functions for the broadband division.  The allocated cost of the existing employees will be based on a 
projected percentage of their annual salary or an allocation methodology, such as the percentage of 
broadband customers to the total billed customer units of all of CU’s business divisions – Electric, Water, 
Wastewater and Broadband, or on a per-task basis.  CU’s allocation methodologies and schedules, which 
will include the broadband division, are reviewed annually during TVA’s annual distributor audit. 
 
CU plans to grow its direct broadband staff to twelve employees during its customer ramp up through 
Year 4, after which it will discontinue its direct sales program and continue with ten full-time employees.  
CU will hire additional customer support staff as its broadband customer base grows.  During the first five 
years of the project, contract labor, funded under the capital budget, will be used to handle the bulk of 
the fiber drop installations as capitalized activity.  As customer growth levels off after the first few years, 
the fiber drop installations will transition to the broadband division employees.  Shown in the manpower 
chart below are the positions to be filled and the number of employees associated  
 
CU will allocate to the broadband division the shared time that its management, administrative, and 
customer support personnel spend on broadband-related activity.  The manpower cost chart reflects the 

          USE OF PROCEEDS ANALYSIS
BROADBAND CAPITAL Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Customer Premise Equipment 516,150$      1,578,820$   1,053,978$   357,098$      7,215$          77,480$        77,625$        77,769$        77,913$        78,057$        

Inside Wiring and Turn-up Labor 365,950$      1,126,702$   776,977$      297,835$      54,831$        -$              -$              -$              -$              -$              

Vehicles, Test Equipment, Etc. 522,500$      -$              -$              -$              -$              600,000$      -$              -$              -$              -$              

Total Broadband Capital 1,404,600$   2,705,522$   1,830,956$   654,933$      62,046$        677,480$      77,625$        77,769$        77,913$        78,057$        

EXPENSES
Network Leased Access Chgs. 403,840$      1,411,361$   1,787,093$   1,905,579$   1,870,515$   1,824,216$   1,835,987$   1,741,761$   1,763,686$   1,738,553$   

Wholesale Costs 86,165$        321,097$      406,486$      452,251$      464,066$      464,534$      465,002$      465,470$      465,938$      466,406$      

Direct Broadband O&M 1,203,115$   1,983,413$   2,285,757$   2,273,480$   1,913,095$   1,959,960$   2,005,917$   2,056,023$   2,107,836$   2,161,414$   

Allocated Broadband O&M 186,898$      179,171$      221,838$      170,665$      156,261$      157,822$      162,289$      166,890$      171,628$      176,509$      

Principal on Electric Loan -$              175,000$      444,444$      1,944,444$   1,944,444$   1,944,444$   1,547,224$   -$              -$              -$              

Interest on Electric Loan -$              210,000$      469,500$      442,833$      326,167$      209,500$      92,833$        -$              -$              -$              

Total Expenses 1,880,019$   4,280,041$   5,615,117$   7,189,253$   6,674,548$   6,560,476$   6,109,253$   4,430,145$   4,509,088$   4,542,883$   

TAXES & EQUIVALENTS
PILOT on Net Plant 22,816$        63,425$        80,533$        72,543$        53,028$        47,126$        35,006$        26,868$        19,804$        12,471$        

PILOT on Revenue 12,374$        70,032$        132,735$      238,708$      315,379$      351,800$      367,085$      376,217$      385,170$      394,325$      

Total Taxes & Equivalents 35,190$        133,457$      213,267$      311,251$      368,407$      398,926$      402,091$      403,085$      404,974$      406,796$      

Contributions to Elec. Bond Debt -$              -$              -$              -$              1,800,000$   2,000,000$   3,000,000$   4,800,000$   5,000,000$   5,000,000$   

TOTAL CASH DISBURSEMENTS 3,319,809$   7,119,020$   7,659,340$   8,155,436$   8,905,001$   9,636,882$   9,588,969$   9,710,999$   9,991,975$   10,027,737$ 
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ten-year annualized cost of the broadband division personnel as well as the other CU personnel expected 
to be involved in broadband activity whose wages will be allocated to the Broadband Division.  The 
annualized wages are adjusted annually by a 3.% wage increase.     
 

 
 

Cost of Goods Sold (COGS) 
The Cost of Goods Sold includes the costs for dedicated internet access, signal transport, Voice over IP 
service wholesale charges, and the network leased access charges for the broadband division’s use of the 
electric system’s fiber network. 
 
Dedicated Internet Access and Signal Transport 
CU will lease diverse fiber circuit routes into the network control center of nearby Chattanooga EPB where 
CU can access EPB’s point of presence (POP) for multiple long-haul carriers from which CU can purchase 
Dedicated Internet Access (DIA) out to the World Wide Web.  
 

MANPOWER COSTS
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Broadband Customers 1395 7864 8826 9476 9495 9515 9534 9554 9573 9593

BROADBAND DIVISION EMPLOYEES Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Projected Headcount
Broadband Manager 1 1 1 1 1 1 1 1 1 1
Network Tech 0 1 1 1 1 1 1 1 1 1
Service Tech Foreman 1 1 1 1 1 1 1 1 1 1
Service Techs/Installers 1 2 3 3 3 3 3 3 3 3
CSR/Scheduling 1 2 2 3 3 3 3 3 3 3
Admin/Marketing 1 1 1 1 1 1 1 1 1 1
Sales 2 2 2 2 0 0 0 0 0 0
Total Headcount 7.0 10.0 11.0 12.0 10.0 10.0 10.0 10.0 10.0 10.0

Total Annual Broadband Wages Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Broadband Manager 150,000$        155,250$        160,684$        166,308$        172,128$        178,153$        184,388$        190,842$        197,521$        204,435$        
Network Tech -$                 113,850$        117,835$        121,959$        126,228$        130,645$        135,218$        139,951$        144,849$        149,919$        
Service Tech Foreman 70,000$          72,450$          74,986$          77,610$          80,327$          83,138$          86,048$          89,060$          92,177$          95,403$          
Service Techs/Installers 50,000$          103,500$        160,684$        166,308$        172,128$        178,153$        184,388$        190,842$        197,521$        204,435$        
CSR/Scheduling 40,000$          82,800$          85,698$          133,046$        137,703$        142,522$        147,511$        152,674$        158,017$        163,548$        
Admin/Marketing 50,000$          51,750$          53,561$          55,436$          57,376$          59,384$          61,463$          63,614$          65,840$          68,145$          
Sales 180,000$        186,300$        192,821$        199,569$        -$                 -$                 -$                 -$                 -$                 -$                 
Total Broadband Annual Wages 540,000$        765,900$        846,268$        920,236$        745,890$        771,996$        799,016$        826,982$        855,926$        885,883$        

Total Allocated Admin. Wages Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
General Manager 25,875$          13,390$          27,718$          14,344$          5,938$            6,146$            6,361$            6,584$            6,814$            7,053$            
CFO 8,539$            8,838$            9,104$            10,357$          10,719$          11,095$          11,483$          11,885$          12,301$          12,731$          
Accounting 10,350$          10,712$          11,087$          11,475$          11,877$          12,293$          12,723$          13,168$          13,629$          14,106$          
IT Personnel 10,350$          8,034$            2,772$            2,869$            2,969$            3,094$            3,208$            3,327$            3,449$            3,577$            
CSR Manager 2,215$            11,615$          13,214$          14,440$          14,842$          15,255$          15,680$          16,116$          16,564$          17,024$          
CSR back-up (2) 1,812$            9,503$            10,811$          11,815$          12,144$          12,482$          12,829$          13,186$          13,552$          13,929$          
Sub-total Allocated Admin/Office 59,140$          62,092$          74,706$          65,300$          58,490$          60,364$          62,284$          64,265$          66,310$          68,420$          

Total Allocated Electric Wages Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Director of Operations 8,539$            8,744$            8,954$            -$                 -$                 -$                 -$                 -$                 -$                 -$                 
Construction Supervisor 6,210$            6,359$            6,512$            -$                 -$                 -$                 -$                 -$                 -$                 -$                 
Electric Fiber Engineer 4,140$            -$                 8,682$            -$                 -$                 -$                 -$                 -$                 -$                 -$                 
Elec. Warehouse/Storekeeper 7,763$            7,949$            5,426$            5,557$            2,845$            1,165$            1,193$            1,222$            1,251$            1,281$            
Sub-total Allocated Electric 26,651$          23,052$          29,574$          5,557$            2,845$            1,165$            1,193$            1,222$            1,251$            1,281$            
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Wholesale Voice over IP  
A third-party CLEC will utilize the CU broadband network to offer its “white label” wholesale internet-
based Voice-over-IP (VoIP) services that CU will market to its residential and business customers. The VoIP 
services will include standard business lines, SIP/PRI trunk lines for local customer PBX systems, Hosted 
PBX (cloud-based) services, calling features, and long-distance calling plans.  The third party will manage 
the back-office operations and new account set-up, including local number portability processes, calling 
features, long-distance plans, interface with the Local Exchange Carrier (AT&T). The third-party will 
compensate CU for access to the CU broadband network and receive its wholesale charges from CU on a 
per-customer basis. 
 

 
 
 
Network Access Lease Charges 
The fiber network will be built, owned, and maintained by the CU electric system and the Broadband 
division will lease the use of the network for the provision of broadband services to CU customers under 
a shared-use calculation developed by the TVA.  The shared-use calculation determines the Electric 
System’s annual cost of ownership of its fiber network based on plant depreciation, investment costs, 
operating expenses, facilities rent, and property taxes and then allocates the ownership cost to Electric 
and Broadband according to their pro-rata customer share of the combined Electric and Broadband 
customers using the network.  
 
Another element of the Network Access Lease Charges is pole attachment fees for all of the poles on 
which the Electric System’s fiber network is attached.  To comply with T.C.A. 7-52-603 (d), the Broadband 

          INTERNET COSTS
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Link Transport 9,600$        14,400$     14,400$     14,400$     14,400$     14,400$     14,400$     14,400$     14,400$     14,400$     
Dedicated Internet Access 64,000$     222,000$   222,000$   222,000$   222,000$   222,000$   222,000$   222,000$   222,000$   222,000$   
Virtuoso OSS 4,186$        55,557$     100,143$   109,814$   113,830$   114,064$   114,298$   114,532$   114,766$   115,000$   
Total internet Costs 77,786$     291,957$   336,543$   346,214$   350,230$   350,464$   350,698$   350,932$   351,166$   351,400$   

             VoIP TELEPHONE COSTS
Residential VoIP Costs Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Telephone 520$           7,205$        13,083$     14,343$     14,865$     14,892$     14,919$     14,946$     14,973$     15,000$     
Prem. Phone w/UnLtd LD 3,326$        46,112$     83,733$     91,798$     95,133$     95,306$     95,479$     95,652$     95,825$     95,997$     
TOTAL RESI. VoIP COSTS 3,846$        53,317$     96,817$     106,141$   109,998$   110,198$   110,397$   110,597$   110,797$   110,997$   

Business VoIP Costs Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Basic Business Line 130$           1,354$        2,325$        2,554$        3,315$        4,658$        6,010$        7,372$        8,744$        10,126$     
Standard Business Line 8,100$        84,611$     142,239$   151,016$   154,659$   155,226$   155,793$   156,360$   156,927$   157,494$   
SIP/PRI 1,210$        12,635$     21,700$     23,834$     24,745$     24,836$     24,927$     25,018$     25,108$     25,199$     
  Hosted PBX 3,969$        41,460$     78,741$     99,251$     108,261$   108,658$   109,055$   109,452$   109,849$   110,246$   
TOTAL BUSINESS VoIP COSTS 13,408$     140,060$   245,006$   276,655$   290,981$   293,378$   295,785$   298,202$   300,628$   303,064$   

Total VoIP Costs 17,254$     193,376$   341,823$   382,796$   400,978$   403,575$   406,182$   408,799$   411,425$   414,061$   
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Division will be charged a pole attachment fee for each pole that supports the Electric System’s fiber 
network, based on the highest pole attachment rate charged by CU, $38.00.   
 
 

 
 
 
 

Operating Expenses 
Direct Broadband Expenses 
Direct manpower costs are explained in the manpower expenses section and sales and marketing 
expenses are explained in previous sections but are included in the summary chart for direct broadband 
expenses.  All other direct line-item expenses are explained below. 
 

General & Administrative Expenses 
 Legal and Accounting – CU anticipates legal and accounting fees of $40,000 in the first year 

associated with the start-up expenses for its broadband operations.  Annual audit charges are 
projected to be $2,500 per year. 

 Property/Liability Insurance – CU will maintain replacement insurance on its customer premise 
equipment and liability coverage for its Broadband employees. 

       NETWORK LEASE CHARGES
CUSTOMER WEIGHTING Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Total Electric  Customers 32450 32775 33102 33433 33768 34105 34446 34791 35139 35490
Internet Subscribers 1395 5662 8511 9476 9495 9515 9534 9554 9573 9593
Telephone Subscribers 120 365 549 613 615 617 619 622 624 626
Total Broadband Subs. 1515 6027 9060 10088 10110 10132 10154 10175 10197 10219

Total Service Customers 33965 38801 42162 43522 43878 44237 44600 44966 45336 45709
(Electric +  Internet + Telephone)

Electric Customers as % of Total 95.5% 84.5% 78.5% 76.8% 77.0% 77.1% 77.2% 77.4% 77.5% 77.6%
Broadband  Customers as % of Total 4.5% 15.5% 21.5% 23.2% 23.0% 22.9% 22.8% 22.6% 22.5% 22.4%

Network Shared Use Calculation Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Cum. Gross Plant Distribution System 21,518,007$      44,704,589$      47,378,958$      48,291,740$  48,459,783$  48,497,716$  48,535,721$  48,573,796$  48,611,942$  48,650,159$    
Cum. Gross Plant Fiber Services -$                          -$                          -$                          -$                     -$                     -$                     -$                     -$                     -$                     -$                        
Total Accumulated Depreciation 791,074$            2,269,356$         4,178,222$         6,146,815$    8,133,404$    10,123,422$  12,114,704$  13,617,331$  15,121,227$  16,626,394$    
Net Plant 20,726,933$      42,435,233$      43,200,736$      42,144,925$  40,326,379$  38,374,295$  36,421,017$  34,956,465$  33,490,715$  32,023,764$    
Total CWIP 250,000$            250,000$            250,000$            250,000$        50,000$          50,000$          50,000$          50,000$          50,000$          50,000$             
Net Value 20,976,933$      42,685,233$      43,450,736$      42,394,925$  40,376,379$  38,424,295$  36,471,017$  35,006,465$  33,540,715$  32,073,764$    
Rate from Bond 6% 6% 6% 6% 6% 6% 6% 6% 6% 6%
Value of Money 1,258,616$         2,561,114$         2,607,044$         2,543,695$    2,422,583$    2,305,458$    2,188,261$    2,100,388$    2,012,443$    1,924,426$       
Electric O&M (190,925)$           (172,267)$           (211,037)$           (152,363)$      (134,518)$      (134,020)$      (136,519)$      (138,953)$      (141,308)$      (143,566)$         
Annual Depreciation 791,074$            1,478,282$         1,908,867$         1,968,593$    1,986,589$    1,990,018$    1,991,282$    1,502,627$    1,503,896$    1,505,167$       
Electric Property Tax/PILOT 341,351$            723,044$            692,874$            680,847$        651,836$        613,173$        602,228$        566,617$        532,229$        497,034$          
Total Expense to Allocate 2,200,116$         4,590,173$         4,997,747$         5,040,772$    4,926,489$    4,774,628$    4,645,253$    4,030,679$    3,907,260$    3,783,061$       

Electric Portion of Allocated Costs 2,101,980$         3,877,192$         3,923,812$         3,872,312$    3,791,346$    3,681,067$    3,587,713$    3,118,576$    3,028,421$    2,937,304$       
Broadband Portion of Allocated Costs 98,136$               712,981$            1,073,935$         1,168,460$    1,135,144$    1,093,561$    1,057,540$    912,102$        878,839$        845,758$          

PILOT Services 17,094$               55,154$               69,931$               93,893$          92,146$          87,429$          135,221$        186,433$        241,621$        249,570$          

Shared Use Fee Paid to Electric System 115,230$            768,135$            1,143,867$         1,262,353$    1,227,289$    1,180,990$    1,192,761$    1,098,535$    1,120,460$    1,095,327$       

Pole Attachment Charges @ $38.00/pole 288,610$            643,226$            643,226$            643,226$        643,226$        643,226$        643,226$        643,226$        643,226$        643,226$          

Total Network Lease Charges 403,840$            1,411,361$         1,787,093$         1,905,579$    1,870,515$    1,824,216$    1,835,987$    1,741,761$    1,763,686$    1,738,553$       
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 Bad Debt – Planned at 1% of total revenue per year as internet and voice services will be billed in 
advance. 

 Customer Billing – Central Services Association, CU’s billing agency for its electric service, is set up 
for broadband billing and charges.  The additional cost to add billing lines for broadband services 
to bills is $1.22/account. 

 Travel & Entertainment – Modest travel expense is budgeted, primarily for attendance at regional 
industry trade shows and for product training. 

 
Technical Expenses 
 Technical Support Services – Chattanooga EPB will provide after-hours support for CU’s internet 

customers and Tier 2 support for monitoring the performance of the network to ensure optimum 
operation. 

 Annual Support Agreements – This agreement will cover the management software that CU will 
use for provisioning its internet customers and for annual upgrades to its switches and other 
equipment. 

 Vehicle Expense – Annual vehicle operating costs are budgeted at $9,957 per vehicle multiplied 
by the broadband technical employees. 

 Mobile Communications – Cell phones for the Broadband technicians and sales personnel at 
$50/month. 

 Repairs & Maintenance – This is a replacement expense for customer premise equipment and 
broadband-owned tools and test equipment.  

 Supplies – Maintenance items at $600/year x 2.5% annual increase, starting in Year 2. 
 Training & Seminars – On-site training for fiber access equipment by vendors. 
 Uniforms – Cost per Broadband employee times $600/employee a year. 
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Allocated Expenses to Broadband 
 
Allocated manpower expenses are shown in the manpower section and included in the allocated expense 
summary chart. 
 
      General and Administrative  

 Utilities – Cost to power and air condition the network access equipment in the Network 
Operations Center specific to broadband operations. 

 Facilities Rent – Space within CU facilities that will be provisioned for broadband operations. 
 
 
 
 
 
 

          Direct Broadband Expenses
Gen. & Admin. Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Direct Broadband Wages 90,000$          134,550$        139,259$        188,482$        195,079$        201,907$        208,973$        216,287$        223,858$        231,693$        
Direct Benefits & Taxes 57,600$          86,112$          89,126$          120,629$        124,851$        129,220$        133,743$        138,424$        143,269$        148,283$        
Travel & Entertainment 1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            
Property/Liability  Insurance 5,000$            5,250$            5,513$            5,788$            6,078$            6,381$            6,700$            7,036$            7,387$            7,757$            
Bank Charges 200$                205$                210$                215$                220$                225$                231$                236$                242$                248$                
Bad Debt 3,721$            33,200$          65,524$          83,364$          89,831$          91,900$          94,017$          96,182$          98,396$          100,660$        
Customer Billing Expense 10,211$          82,893$          124,596$        138,726$        139,011$        139,297$        139,582$        139,868$        140,153$        140,439$        
Legal/Professional 40,000$          2,500$            2,500$            2,500$            2,500$            2,500$            2,500$            2,500$            2,500$            2,500$            
Total G & A Expenses 207,732$        345,709$        427,727$        540,703$        558,569$        572,431$        586,747$        601,532$        616,804$        632,579$        

Technical Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Direct Broadband Wages 270,000$        445,050$        514,188$        532,185$        550,811$        570,089$        590,043$        610,694$        632,068$        654,191$        
Direct Benefits & Taxes 172,800$        284,832$        329,080$        340,598$        352,519$        364,857$        377,627$        390,844$        404,524$        418,682$        
Technical Support Services 10,881$          110,090$        221,095$        280,589$        295,949$        296,558$        297,166$        297,774$        298,383$        298,991$        
Annual Support Agreements -$                     4,000$            4,200$            4,410$            4,631$            4,862$            5,105$            5,360$            5,628$            5,910$            
Vehicle Expense 29,870$          49,783$          59,739$          59,739$          59,739$          59,739$          59,739$          59,739$          59,739$          59,739$          
Repairs & Maintenance -$                 5,000$            5,000$            7,500$            7,875$            8,269$            8,682$            9,116$            9,572$            10,051$          
Mobile Communications 3,000$            4,200$            4,800$            4,800$            3,600$            3,600$            3,600$            3,600$            3,600$            3,600$            
Supplies -$                     615$                630$                646$                662$                679$                696$                713$                731$                749$                
Training & Seminars 5,000$            1,000$            2,500$            2,500$            2,500$            2,500$            -$                     -$                     -$                     -$                     
Uniforms 1,800$            3,000$            3,600$            3,600$            3,600$            3,600$            3,600$            3,600$            3,600$            3,600$            
Total Technical Expenses 493,351$        907,570$        1,144,833$    1,236,567$    1,281,886$    1,314,753$    1,346,258$    1,381,442$    1,417,846$    1,455,513$    

Sales and Marketing Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Base Wages and Taxes 180,000$        186,300$        192,821$        199,569$        -$                 -$                 -$                 -$                 -$                 -$                 
Benefits 115,200$        119,232$        123,405$        127,724$        -$                 -$                 -$                 -$                 -$                 -$                 
CSR Commissions 13,283$          43,440$          28,516$          9,643$            173$                173$                173$                173$                173$                173$                
EPB Consulting 60,000$          91,223$          107,351$        61,943$          -$                 -$                 -$                 -$                 -$                 -$                 
Direct Mail 79,050$          257,939$        230,103$        66,331$          66,467$          66,604$          66,740$          66,877$          67,013$          67,150$          
Branding 11,500$          -$                     -$                     -$                     -$                     -$                     -$                     -$                     -$                     -$                     
Advertising & Promotions 40,000$          30,000$          30,000$          30,000$          5,000$            5,000$            5,000$            5,000$            5,000$            5,000$            
Customer Collateral 3,000$            2,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            1,000$            
Total Sales & Marketing Expenses 502,033$        730,133$        713,196$        496,210$        72,640$          72,776$          72,913$          73,049$          73,186$          73,322$          

Total Direct  Broadband Exp. 1,203,115$    1,983,413$    2,285,757$    2,273,480$    1,913,095$    1,959,960$    2,005,917$    2,056,023$    2,107,836$    2,161,414$    



    Cleveland Utilities Broadband Business Plan (Updated 7/29/22)  

 
 

June 21, 2022               CU Business Plan Submission to the Comptroller of the Treasury for the State of Tennessee                   Page 34 

 

 
 

 

STATEMENT REGARDING THE PROPER ACCOUNTING AND 
RECORD KEEPING PRACTICES OF THE BROADBAND DIVISION 
CU is regulated by the Tennessee Valley Authority and as such, its financials are monitored on a regular 
basis.  TVA requires any non-electric utility transactions or divisions to be accounted for separately.  CU 
will develop a chart of accounts specifically for the broadband division and will pro-rate joint expenditures 
in a manner based on which division benefits.  CU has engaged TVA in discussions regarding its intentions 
of entering this business and will be using a TVA model for the leasing of fiber between divisions. Separate 
financial statements for the new division will be generated monthly and a complete joint expenditure 
allocation model will be submitted to TVA for its approval.  CU believes that its compliance with TVA’s 
record-keeping requirements will also meet the similar requirements set forth in T.C.A. 7-52-601 et. seq. 
 
 

STATEMENT REGARDING PAYMENT OF IN LIEU OF TAXES (PILOT)  
The In-lieu of tax calculation by statute is broken down into two formulas:  First, applying the prevailing 
City and County property tax rates to the depreciated value of broadband plant (real and personal 
property).  Secondly, payment of a 4% tax on the prior three year’s average of operating revenues less 
cost of goods sold is calculated.  The combination of these two calculations represents the In-Lieu of Tax 
for the fiscal year that is paid to the City of Cleveland and other jurisdictions. 
 
The chart below shows the payments in lieu of taxes to be paid by CU over the ten-year period of the cost-
benefit analysis.  These PILOT payments are reflected in the financial statements.   
 
 
  
 

Allocated Expenses to Broadband
Gen. & Admin. Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Allocated Employee Wages 59,140$          56,611$          73,938$          65,300$          58,490$          60,364$          62,284$          64,265$          66,310$          68,420$          
Allocated Benefits/Taxes 37,850$          36,231$          47,321$          41,792$          37,434$          38,633$          39,862$          41,130$          42,438$          43,789$          
NOC/Hub Site Utilities 1,200$            2,400$            4,800$            6,000$            6,000$            6,000$            6,000$            6,000$            6,000$            6,000$            
Facilities Rent 45,000$          46,125$          47,278$          48,460$          49,672$          50,913$          52,186$          53,491$          54,828$          56,199$          
Total 143,190$        141,366$        173,337$        161,552$        151,595$        155,911$        160,332$        164,886$        169,576$        174,408$        

Technical Expenses Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Allocated Employee Wages 26,651$          23,052$          29,574$          5,557$            2,845$            1,165$            1,193$            1,222$            1,251$            1,281$            
Allocated Benefits/Taxes 17,057$          14,753$          18,927$          3,556$            1,821$            746$                764$                782$                801$                820$                
Total 43,708$          37,804$          48,501$          9,113$            4,666$            1,911$            1,957$            2,004$            2,052$            2,101$            

Total Allocated Expenses 186,898$        179,171$        221,838$        170,665$        156,261$        157,822$        162,289$        166,890$        171,628$        176,509$        
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STATEMENT REGARDING TAX EQUIVALENT PAYMENTS TO BE 
MADE BY BROADBAND DIVISION 
Under current law, internet services are not subject to local, state, or federal taxes.  Neither CU nor AT&T 
and Charter will pay any taxes on their internet services.  However, revenues from telephone services and 
other non-internet sources will be subject to the same taxes as are applied to Charter and AT&T. 
 
 

        BROADBAND DIVISION PILOT AND OTHER TAXES
Tax On Plant Assets Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Beginning Book Value 0 1,160,275$    3,249,373$    4,157,925$     3,765,294$      2,760,700$      2,441,032$      1,821,748$      1,397,850$      1,029,933$       
Annual Investment in Plant 1,404,600$    2,705,522$    1,830,956$    654,933$         62,046$            677,480$         77,625$            77,769$            77,913$            78,057$             
Total Depreciation 244,325$        616,424$        922,404$        1,047,564$     1,066,640$      997,148$         696,909$         501,667$          445,830$          459,998$          
Adjusted Book Value 1,160,275$    3,249,373$    4,157,925$    3,765,294$     2,760,700$      2,441,032$      1,821,748$      1,397,850$      1,029,933$      647,992$          
Materials & Supplies 28,092$          54,110$          36,619$          13,099$           1,241$              13,550$            1,552$              1,555$              1,558$              1,561$               
Total Property Base 1,188,367$    3,303,483$    4,194,544$    3,778,392$     2,761,941$      2,454,582$      1,823,300$      1,399,405$      1,031,491$      649,553$          

City of Cleveland PILOT
Net Investment 967,331$        2,689,035$    3,414,359$    3,075,611$     2,248,220$      1,998,029$      1,484,166$      1,139,116$      839,634$          528,736$          
Adjustment Factor 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55
Tax Rate Per $100 1.713 1.713 1.713 1.713 1.713 1.713 1.713 1.713 1.713 1.713
City Pilot 11,196$          31,124$          39,519$          35,598$           26,022$            23,126$            17,178$            13,184$            9,718$              6,120$               

Bradley County PILOT
Net Investment 1,188,367$    3,303,483$    4,194,544$    3,778,392$     2,761,941$      2,454,582$      1,823,300$      1,399,405$      1,031,491$      649,553$          
Adjustment Factor 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55
Tax Rate Per $100 1.4392 1.4392 1.4392 1.4392 1.4392 1.4392 1.4392 1.4392 1.4392 1.4392
County Pilot 9,407$            26,149$          33,202$          29,908$           21,862$            19,429$            14,433$            11,077$            8,165$              5,142$               

Bradley County Fire Tax PILOT
Net Investment 221,036$        614,448$        780,185$        702,781$         513,721$         456,552$         339,134$         260,289$          191,857$          120,817$          
Adjustment Factor 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55 0.55
Tax Rate Per $100 0.3386 0.3386 0.3386 0.3386 0.3386 0.3386 0.3386 0.3386 0.3386 0.3386
County Fire Pilot 2,213$            6,152$            7,811$            7,037$              5,144$              4,571$              3,396$              2,606$              1,921$              1,210$               

Sub-total Broadband Asset PILOT 22,816$          63,425$          80,533$          72,543$           53,028$            47,126$            35,006$            26,868$            19,804$            12,471$             

Tax on Operating Revenue after COGS Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Gross Broadband Revenue 399,240$        3,546,560$    6,925,481$    8,792,980$     9,496,516$      9,741,426$      9,962,796$      10,189,195$    10,420,735$    10,657,533$    
less bad debt 3,721$            33,200$          65,524$          83,364$           89,831$            91,900$            94,017$            96,182$            98,396$            100,660$          
Net Operating Revenue 395,519$        3,513,360$    6,859,958$    8,709,616$     9,406,685$      9,649,525$      9,868,779$      10,093,013$    10,322,339$    10,556,873$    

less COGS 86,165$          321,097$        406,486$        452,251$         464,066$         464,534$         465,002$         465,470$          465,938$          466,406$          
Net Operating Revenue after COGS 309,354$        3,192,264$    6,453,472$    8,257,365$     8,942,619$      9,184,991$      9,403,777$      9,627,542$      9,856,401$      10,090,466$    

3 Year Average Net Revenue 309,354$        1,750,809$    3,318,363$    5,967,700$     7,884,485$      8,794,992$      9,177,129$      9,405,437$      9,629,240$      9,858,136$       

Tax on Broadband Operating Rev. @ 4% 12,374$          70,032$          132,735$        238,708$         315,379$         351,800$         367,085$         376,217$          385,170$          394,325$          

Total Broadband PILOT & Equivalents 35,190$          133,457$        213,267$        311,251$         368,407$         398,926$         402,091$         403,085$          404,974$          406,796$          
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STATEMENT REGARDING CURRENT POLE ATTACHMENT CHARGES 
PAID BY INCUMBENT PROVIDERS OF THE SERVICES IN THE 
BUSINESS PLAN AND A COMPARISON OF THESE CHARGES IN THE 
BUSINESS PLAN 
Charter Communications currently pays CU an annual pole attachment charge of $33.27 per pole, but this 
rate will be escalating over time to $38.00 per pole annually per TVA formula.  AT&T pays CU an annual 
pole attachment charge based on a TVPPA Joint Use agreement in the amount of $36.36 per pole.   
As stated in the business plan, the CU electric system will own, operate, and maintain the fiber network.  
The Broadband Division will lease the use of the network from the electric system under a network access 
lease structure that includes as one of its components a pole attachment charge to the broadband division 
for each pole to which the leased fiber network will be attached.  The pole attachment rate to be charged 
to the broadband division will be $38.00 which is the highest rate charged by CU Electric to any attaching 
entity.  
 
 

PRO FORMA FINANCIAL INFORMATION 
A pro forma income statement, cash flow statement, and balance sheet for the CU broadband division 
reflecting CU’s broadband venture are provided in this section of the business plan.  The business plan 
financial statements illustrate that CU’s new broadband venture will achieve positive, sustainable results 
and make contributions to the electric system to assist in retiring its bond debt for the fiber network.  
 
The assumptions used in developing the customer growth goals and revenue projections in the pro forma 
financial model are reasonable and achievable.  The recent Broadband Interest Survey revealed 
widespread customer dissatisfaction with the incumbent providers and a strong interest in CU providing 
internet and voice services, indicating that CU can achieve a much higher customer take-rate than the 
conservative 30% market share that has been presented in its business plan.  There are other many factors 
that support this assertion.  The XGS 10 gigabit symmetrical internet access platform will position CU will 
a significant technological advantage in the market and ensure that CU will have ready availability to 
ample symmetrical bandwidth to meet customer needs well into the future.  The strategic partnership 
with Chattanooga EPB for marketing and technical support will bolster customer confidence in the 
broadband project.  CU’s committed personnel, equipment resources, infrastructure expertise, strong 
customer relationships and community goodwill to aid in CU successfully achieving its customer goals and 
beyond.  The network access lease payments and other net income contributions derived from the new 
venture will help pay for the fiber infrastructure investment that will enable the CU electric system to 
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implement its continued fiber expansion, AMI functionality and other operational improvements for the 
benefit of its customers.   
 
Financial highlights of the business plan include: 
 

 The broadband division, by leasing network capacity from the electric system and working 
through with a telephone partner, will require a relatively modest capital investment to develop 
and deliver its internet and VoIP service offerings.  The capital required over the first four years 
to reach its market share goal of 30% is only $6,609,217.   

 The Broadband Division will obtain an inter-divisional loan from the Electric System in the amount 
of $8,000,000 to pay for its capital and operational startup costs.  Applying its cash reserves to 
the loan balance, the electric system loan can be paid back in six years. 

 The broadband division can contribute $21,600,000 from its cash reserves to the electric system 
for its debt retirement in the projected 10-year pro forma estimates.   

 EBITDA becomes positive in Year 3 and remains positive throughout the remainder of the 10-year 
period of the pro forma illustration.   

 Net Income become positive in Year 3 and grows steadily for the balance of the ten-year plan, 
enabling the Broadband Division to make contributions to the Electric System debt repayment.   

 Net Assets become positive in Year 5 in the amount of $37,057 and grow to $1,387,144 by Year 
10 of the plan. 

 The Broadband Division is projected to make Payment in Lieu of Taxes in the amount of 
$3,077,445 over the course of the 10-year plan. 

 The overall performance of the broadband business plan is good.  The broadband business is fully 
capable of paying its capital and operating expenses and the network access lease payments to 
the electric system, while also building its cash reserves.  By Year 10 of the pro forma Cash Flow, 
the broadband division will have a cash balance of $739,152 after having paid the electric system 
$47,633,426 in network access fees, loan repayment/interest, and contributions toward its bond 
debt.  

 

BREAKEVEN ANALYSIS 
The Broadband Division will recover its net assets deficit in Year 5, ending with a positive net assets 
balance of $37,057 which is after a $1,800,000 contribution to the electric system.  Net assets will grow 
to $1,387,144 by Year 10 of the plan. 
 
On the following pages, please find the Broadband Division’s income statement, cash Flow statement, and 
balance sheet. 
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Financial Statements 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

BROADBAND DIVISION INCOME STATEMENT
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Operating Revenue
Internet/Data Revenue 328,175$        2,999,072$    5,931,327$    7,521,655$    8,091,557$    8,273,025$    8,458,515$    8,648,116$      8,841,917$     9,040,011$      
Telephone Revenue 49,094$          474,242$        932,011$        1,209,328$    1,315,931$    1,350,675$    1,386,315$    1,422,872$      1,460,370$     1,498,834$      
Other Revenue 21,971$          73,246$          62,143$          61,996$          89,028$          117,725$        117,966$        118,207$         118,448$         118,689$         
Total Revenue 399,240$        3,546,560$    6,925,481$    8,792,980$    9,496,516$    9,741,426$    9,962,796$    10,189,195$   10,420,735$   10,657,533$   

Cost of Goods Sold
Internet Wholesale & Transport 86,156$          321,087$        406,476$        452,241$        464,057$        464,525$        464,993$        465,461$         465,929$         466,397$         
Telephone Wholesale Charges 17,254$          148,893$        290,806$        376,262$        400,978$        403,575$        406,182$        408,799$         411,425$         414,061$         
Network Lease Charges 403,840$        1,411,361$    1,787,093$    1,905,579$    1,870,515$    1,824,216$    1,835,987$    1,741,761$      1,763,686$     1,738,553$      
Total Cost of Goods Sold 507,250$        1,881,342$    2,484,375$    2,734,082$    2,735,551$    2,692,316$    2,707,163$    2,616,021$      2,641,040$     2,619,011$      

Revenue after COGS (108,010)$      1,665,218$    4,441,107$    6,058,898$    6,760,966$    7,049,110$    7,255,633$    7,573,173$      7,779,695$     8,038,522$      

Operating & Maintenance Expense 1,390,014$    2,162,583$    2,507,594$    2,444,145$    2,069,356$    2,117,782$    2,168,206$    2,222,913$      2,279,464$     2,337,923$      

EBITDA (1,498,023)$  (497,365)$      1,933,512$    3,614,753$    4,691,610$    4,931,328$    5,087,427$    5,350,261$      5,500,231$     5,700,599$      

FTTH Depreciation 244,325$        616,424$        922,404$        1,047,564$    1,066,640$    997,148$        696,909$        501,667$         445,830$         459,998$         
 Interest paid on inter-divisional loan -$                     210,000$        469,500$        442,833$        326,167$        209,500$        92,833$          -$                       -$                      -$                       
Broadband PILOT 35,190$          133,457$        213,267$        311,251$        368,407$        398,926$        402,091$        403,085$         404,974$         406,796$         

Total operating expense 279,515$        959,881$        1,605,171$    1,801,648$    1,761,214$    1,605,574$    1,191,834$    904,752$         850,803$         866,795$         

Operating Income (1,777,539)$  (1,457,247)$  328,341$        1,813,104$    2,930,396$    3,325,754$    3,895,594$    4,445,509$      4,649,428$     4,833,804$      

Net Income (1,777,539)$  (1,457,247)$  328,341$        1,813,104$    2,930,396$    3,325,754$    3,895,594$    4,445,509$      4,649,428$     4,833,804$      

Contributions in Aid -$                     -$                     -$                     -$                     (1,800,000)$  (2,000,000)$  (3,000,000)$  (4,800,000)$    (5,000,000)$   (5,000,000)$    

Increase (Decrease) in Net Assets (1,777,539)$  (1,457,247)$  328,341$        1,813,104$    1,130,396$    1,325,754$    895,594$        (354,491)$        (350,572)$       (166,196)$        

Net Assets at Beginning of the Year -$                     (1,777,539)$  (3,234,785)$  (2,906,444)$  (1,093,339)$  37,057$          1,362,811$    2,258,404$      1,903,913$     1,553,340$      

Net Assets at the End of the Year (1,777,539)$  (3,234,785)$  (2,906,444)$  (1,093,339)$  37,057$          1,362,811$    2,258,404$    1,903,913$      1,553,340$     1,387,144$      
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         BROADBAND DIVISION CASH FLOW STATEMENT
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

CASH FLOWS TO/(FROM) OPERATING ACTIVITIES:
Cash received from Broadband customers 399,240$        3,546,560$    6,925,481$    8,792,980$    9,496,516$      9,741,426$     9,962,796$      10,189,195$   10,420,735$    10,657,533$    
Cash paid to Electric for Network Lease (403,840)$      (1,411,361)$  (1,787,093)$  (1,905,579)$  (1,870,515)$    (1,824,216)$    (1,835,987)$    (1,741,761)$    (1,763,686)$     (1,738,553)$    
Cash paid to suppliers (453,843)$      (1,202,403)$  (1,618,721)$  (1,637,613)$  (1,610,370)$    (1,618,727)$    (1,624,720)$    (1,633,351)$    (1,642,127)$     (1,651,050)$    
Cash paid to employees (1,039,581)$  (1,430,161)$  (1,586,155)$  (1,635,035)$  (1,324,021)$    (1,367,155)$    (1,414,661)$    (1,463,821)$    (1,514,691)$     (1,567,331)$    
Payment of PILOT (35,190)$        (133,457)$      (213,267)$      (311,251)$      (368,407)$        (398,926)$       (402,091)$        (403,085)$       (404,974)$        (406,796)$        

Net cash provided by operating activities (1,533,214)$  (630,823)$      1,720,245$    3,303,502$    4,323,203$      4,532,402$     4,685,336$      4,947,175$     5,095,258$      5,293,802$      

CASH FLOWS TO/(FROM) CAPITAL AND RELATED
FINANCING ACTIVITIES:

Additions to Broadband Assets (1,404,600)$  (2,705,522)$  (1,830,956)$  (654,933)$      (62,046)$          (677,480)$       (77,625)$          (77,769)$          (77,913)$           (78,057)$          
Inter-divisional loan from Electric System 3,500,000$    4,500,000$    -$                 -$                 -$                  -$                  -$                   -$                  -$                   -$                   
Principal repayment of inter-divisional loan -$                     (175,000)$      (444,444)$      (444,444)$      (444,444)$        (444,444)$       (444,444)$        -$                       -$                        -$                       
Add'l Inter-divisional Loan Principal Payments -$                     -$                     -$                     (1,500,000)$  (1,500,000)$    (1,500,000)$    (1,102,780)$    -$                       -$                        -$                       
Interest paid on inter-divisional loan -$                     (210,000)$      (469,500)$      (442,833)$      (326,167)$        (209,500)$       (92,833)$          -$                       -$                        -$                       
Contributions to Electric Bond Debt Repayment -$                     -$                     -$                     (1,800,000)$    (2,000,000)$    (3,000,000)$    (4,800,000)$    (5,000,000)$     (5,000,000)$    

Net cash used in Capital and related financing 2,095,400$    1,409,478$    (2,744,900)$  (3,042,210)$  (4,132,657)$    (4,831,424)$    (4,717,682)$    (4,877,769)$    (5,077,913)$     (5,078,057)$    
activities

NET INCREASE IN CASH AND CASH EQUIVALENTS 562,186$        778,656$        (1,024,655)$  261,292$        190,546$         (299,023)$       (32,346)$          69,407$           17,344$            215,745$          

CASH AND CASH EQUIVALENTS - BEGINNING 0 562,186$        1,340,842$    316,187$        577,479$         768,025$         469,003$          436,656$         506,063$          523,407$          

ADD NET INCREASE IN CASH & CASH EQUIVALENTS 562,186$        778,656$        (1,024,655)$  261,292$        190,546$         (299,023)$       (32,346)$          69,407$           17,344$            215,745$          

CASH AND CASH EQUIVALENTS - ENDING 562,186$        1,340,842$    316,187$        577,479$        768,025$         469,003$         436,656$          506,063$         523,407$          739,152$          
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            BROADBAND DIVISION BALANCE SHEET
ASSETS Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Utility Plant
Broadband System plant 1,404,600      4,110,122      5,941,078      6,596,010      6,658,057      7,335,537      7,413,161      7,490,930      7,568,843      7,646,901      
Less depreciation 244,325          860,749          1,783,153      2,830,717      3,897,357      4,894,505      5,591,413      6,093,080      6,538,910      6,998,909      

Net telecommunications plant 1,160,275      3,249,373      4,157,925      3,765,294      2,760,700      2,441,032      1,821,748      1,397,850      1,029,933      647,992          

Current Assets
Cash and temporary investments 562,186          1,340,842      316,187          577,479          768,025          469,003          436,656          506,063          523,407          739,152          

Total current assets 562,186          1,340,842      316,187          577,479          768,025          469,003          436,656          506,063          523,407          739,152          

Restricted/Other Assets
Other Assets

Total other assets -                        -                        -                        -                        

Total Assets 1,722,461$    4,590,215$    4,474,112$    4,342,773$    3,528,725$    2,910,035$    2,258,404$    1,903,913$    1,553,340$    1,387,144$    

LIABILITIES AND CAPITAL Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Long-Term Debt
Loan to Broadband Payable - long term portion 3,500,000$    7,650,000$    5,436,112$    3,491,668$    1,547,224$    -$                     -$                     -$                     -$                     -$                     

Total Long-Term Debt 3,500,000      7,650,000      5,436,112      3,491,668      1,547,224      -                        -                        -                        -                        -                        

Current Liabilities
Electric Loan payable - current portion -$                 175,000$        1,944,444$    1,944,444$    1,944,444$    1,547,224$    -$                 -$                 -$                 -$                 

Total current liabilities -                        175,000          1,944,444      1,944,444      1,944,444      1,547,224      -                        -                        -                        -                        

Total Liabilities 3,500,000      7,825,000      5,436,112      3,491,668      1,547,224      -                        -                        -                        -                        -                        

Net Assets
Investment in Capital Assets, Net of Related Debt (2,339,725)     (4,400,627)     (3,222,631)     273,626          1,213,476      2,441,032      1,821,748      1,397,850      1,029,933      647,992          

Restricted For:
      Capital Projects -                        

Contributions in Aid -                        -                        -                        -                        (1,800,000)     (2,000,000)     (3,000,000)     (4,800,000)     (5,000,000)     (5,000,000)     
      Debt Service -$                     (385,000)$      (913,944)$      (2,387,277)$  (2,270,611)$  (2,153,944)$  (1,640,057)$  -$                     -$                     -$                     

Unrestricted 562,186          1,550,842      1,230,131      1,020,312      2,894,192      3,075,723      5,076,714      5,306,063      5,523,407      5,739,152      
Total Net Assets (1,777,539)     (3,234,785)     (2,906,444)     (1,093,339)     37,057            1,362,811      2,258,404      1,903,913      1,553,340      1,387,144      

Total Liabilities and Net Assets 1,722,461$    4,590,215$    4,474,112$    4,342,773$    3,528,725$    2,910,035$    2,258,404$    1,903,913$    1,553,340$    1,387,144$    
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PUBLIC VIEWING AND COMMENT REGARDING THE BUSINESS 
PLAN 
A copy of the business plan is available for public review at the Cleveland Utilities business office at 2450 
Guthrie Avenue NW, Cleveland, TN during normal business hours of 8:00 a.m. to 5:00 p.m. Monday – 
Friday. 
 
The members of the Cleveland Utilities Board of Public Utilities are listed below.  The Board of Directors 
is the governing body for Cleveland Utilities and meets on the fourth Thursday of each month at 12:30 
P.M. at the Tom Wheeler Training Center on the Cleveland Utilities campus at 2450 Guthrie Avenue NW, 
Cleveland, TN.   The Board Members can be contacted by mail at Cleveland Utilities, P. O. Box 2730, 
Cleveland, TN 37311. 
 
Mr. Aubrey Ector, Chairman 
Mr. Joe Cate, Vice Chairman 
Mrs. Debbie Melton, Board Member 
Mr. Eddie Cartwright, Board Member 
Mr. David May, Board Member 
 
The Cleveland Utilities Management Team and their email addresses include: 
 
Mr. Tim Henderson, President/CEO (thenderson@clevelandutilities.com) 
Mr. Walt Vineyard, Executive Vice President (wvineyard@clevelandutilities.com) 
Mr. Marshall Stinnett, Accounting Division VP/CFO (mstinnett@clevelandutilities.com) 
Mr. Jimmy Isom, Electric Division VP (jisom@clevelandutilities.com 
Mr. John Corum, Administrative Services Division VP (jcorum@clevelandutilities.com) 
Mr. Craig Mullinax, Water & Wastewater VP (cmullinax@clevelandutilities.com) 
Mrs. Amy Ensley, Executive Assistant (aensley@clevelandutilities.com) 
 
The Mayor and City Council for the City of Cleveland listed below are the legislative body for Cleveland 
Utilities and can be contacted by mail at City of Cleveland, P. O. Box 1519, Cleveland, TN 37311. 
 
Mr. Kevin Brooks, Mayor 
Mr. Avery Johnson, Vice Mayor 
Mrs. Marsha McKenzie, Councilwoman 
Mr. Bill Estes, Councilman 
Mr. Tom Cassada, Councilman 
Mr. David May, Councilman 
Mr. Dale Hughes, Councilman 
Mr. Ken Webb, Councilman 
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APPENDIX A 

 
CU Board Resolution Directing the filing of the business plan 
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APPENDIX B 
 

Full Report of the Broadband Interest Survey 
Conducted by Younger Associates 
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