June 24, 2013

TO: NMTC OPERATIONS COMMITTEE

RE: APPROVAL OF 2015 NORTH METRO TELECOMMUNICATIONS
COMMISSION BUDGET

Enclosed, please find for the council’s review and approval the 2015 North Metro
Telecommunications Commission Budget and support materials.

The Commission’s operating budget for 2015 is proposed at $1,200,030. This number represents
an $596,241 (8.7%) increase over last year’s operating budget. The increase is due, primarily, to
a $65,000 increase budgeted for legal fees in anticipation of franchise transfer and renewal
expenses. The rest of the increase will cover additional part-time staff costs, an "up to" 2%
increase for North Metro TV staff, and an increase in benefits to reflect the benefits paid by the
Member Cities to their employees for 2015. The remainder of the budget remains at the 2014
levels.

Budgeted capital costs for 2015 are $594,095. Several video systems must be replaced/upgraded
and HD ready sets should replace the 10 year old sets currently being used by the public and staff.
All equipment purchases will maintain the integrity and safety of the current systems, while
moving North Metro TV toward a tapeless and HD environment. This number also covers
routine computer/software upgrades, meeting management software licensing, landscaping
upgrades, and the bond payment for the building ($183,000).

Franchise fees paid back to the Member Cities are budgeted at $320,000. This is the same as last
year's franchise fee payment.

Recommendation: That the Member Cities approve the 2015 Commission Budget as
recommended by the Telecommunications Commission and the
Operations Committee.

The Joint Powers Agreement states, “submitted budgets shall be deemed approved

by a Member City unless, prior to October 15 preceding the effective date of the
proposed budget, the Member City gives notice in writing to the Commission that it is
withdrawing from the Commission.”

12520 Polk Street Northeast, Blaine, MIN 55434 Phone: (612) 780-8241 Fax: (612) 780-8242
Blaine ®  Centerville ® Circle Pines ® Ham Lake ® Lexingion ®  Lino Lakes ®  Spring Lake Park
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I want to thank the Commission directors, staff, and the Operations Committee for their efforts in
preparing these budgets. If you have any questions about either budget please consult with your
Commission director or City Administrator.

I look forward to working with all parties, throughout the remainder of 2014, toward reaching the

full potential of North Metro TV and to increase both the quality and quantity of community
programming and services in 2015.

Sincerely,

Richard Swanson
Chair, North Metro Telecommunications Commission

Enc.
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2015 North Metro Telecommunications Commission

Budget
Talking Points

Overall Organizational Goals

= To begin the franchise renewal process in a strong financial and negotiating
position.

= To finalize any franchise transfer between Comcast and SpinCo.

* To meet the growing needs and demands of viewers by expanding production
capabilities through the addition of a 20 hour per week assistant and two $420 per
month assistants.

= To continue developing web friendly programming for local, HD, and videc-on-
demand that can be viewed using any device.

= To balance the integrity of the production equipment and the productivity of staff
and the public, with the financial needs of the Cities.

= To upgrade ten year old sets with HD ready sets for news and public use.

= To replace equipment, when required, with HD capable tools for producing higher
quality programming that can be immediately showcased via the website. HD
programming will also improve the look of current public access channels.

= (Continue to provide program playback and channel management services,
computer and video equipment maintenance and consulting services, internet
streaming services for city meetings including meeting management software
licenses, program production and event coverage services, and public access to
television production for our cities, schools and general public.

Estimated Fund Balance/Revenues/Expenses

* The beginning fund balances for 2015 are estimates based on previous allocations,
planned spending for 2014, and estimated income.

= Estimated revenues include: Franchise fees based on the actual first quarter
franchise fee payment. PEG fees are based on the actual first quarter PEG fee
payment. Because of a franchise fee review settlement with Comcast, PEG
funding through 2017 is no longer threatened by recent FCC orders. Other
income includes dub fees, sponsorship spots, production services, and $313,825
withdrawal from the equipment and legal reserves. Interest income is estimated
based on the first quarter interest earnings of this year.

= Estimated expenditures include the operating expenses, capital expenses, and the
franchise fee payment to the cities. Franchise fees back to cities are budgeted at
$320,000. This is the same as last year.

= The year end fund balances include:

o The Operating reserve at 25% of the operating budget.



o Accrued vacation, sick and comp time. The total value of owed
vacation, sick, and comp time to employees.

o The Capital equipment fund has traditionally been used as a savings
account for major equipment system upgrades. However, the cost to
upgrade all of our major equipment systems to HD will need to be
accomplished at one time, could cost between 1.5 and 2.5 million dollars,
and will require bonding. As such, the capital equipment fund has been
spent down, and is now intended for emergency replacement of unplanned
equipment failures.

o The truck replacement fund is to replace the production truck. The
current truck is thirteen years old. It may need to be replaced in the next
few years. The cost of replacement is 175,000-185,000.

o The building repair fund is to cover major costs related to the building
such as windows, roof, furnace, AC replacement and painting, carpet
replacement etc.

o The bond reserve is an amount required by our bond resolution, intended
to be the final payment of the bond.

o The franchise renewal fund is a reserve fund for the NMTC's upcoming
franchise renewal process. Franchise renewal can be very expensive, with
the informal negotiation process costing approximately $200,000 across a
three year period. Moving to a formal negotiation process is more
expensive. These costs include needs assessments, consulting, and legal
fees.

Budget

The recommended operating budget for the organization totals $1,200,030. This
number represents a $96,241 (8.7%) increase over last year’s operating budget.
The increase can be attributed to legal fees related to the franchise transfer and
renewal($65,000), salary and benefit increases, and the addition of part-time
assistants ($24,443).

Budgeted equipment purchases for 2014 is set at $376,095. The major purchases
include HD ready studio sets for the public and news department, three
replacement MAC HD edit suites with software, a switcher and media server for
the truck, tricaster, set, and camera replacements for Studio B, server upgrades in
Master Control to replace servers utilizing unsupported Microsoft software,
replacement portable cameras, tripods, and an SD/HD signal monitor for the tech
department. All equipment purchases will maintain the integrity and safety of our
current equipment systems, while moving us toward our goal of a tapeless and
HD environment. The capital budget also includes routine computer/software
upgrades, the meeting management software license for City meetings,
landscaping upgrades, and the building bond payment of $183,000. The capital
equipment budget totals $594,095. Two-thirds of the equipment will be paid for
by drawing upon reserves.

Franchise fees paid to the cities are budgeted at $320,000. This is the same as last
year.



Closing Points

*  We have created a thriving and dynamic service for our cities, schools, producers,
and viewers. Through program playback and channel management, internet
streaming of city meetings, computer and network consulting, video equipment
consulting, and video production services, our cities are seeing real benefits from
their investment of franchise fees and PEG fees. Our cable subscribers are
benefiting from this investment with educational opportunities, and varied,
informative and interesting programming regarding their communities.

= We are taking important steps to remain relevant in a media viewing world that
expects high quality programming provided in a format that can be utilized on any
device.

= We are expanding programming to meet the preferences of our local viewers.

= 2015 will be a very important year for the Commission, as a franchise transfer
will need to be considered and the franchise renewal process will begin.

* PEG fee increases are tied to the previous year’s consumer price index average,
which was 1.5%. The PEG fee could increase by five cents from 3.16 per
subscriber per month to 3.21, if the Commission wishes.



Equipment Purchase Plan

2014
Equipment Location Recommended New Equipment Est. Cost For Each Quantity Total Cost
Production Truck [Switcher Contract 5 2,000.00 1118 2.000.00
Ross Carbonite Switcher $ 60,000.00 11 1% 60,000.00
Ross Media Server $ 12,000.00 111% 12000.00
Digital Audio Board $ 10,000.00 11 1% 10,000.00
Vinten Vision Trip-Pod/Head 5 13,000.00 2| |$ 26,000.00
Sub Total:| | $ 110,000.00
Studio A UNISET 20' Wall/Column System B 7,850.00 1]%  7,850.00
NUNS Top Desk/Interview Set $ 5,725.00 148 5,725.00
Inland Freight Charges $ 1,630.00 21 1% 3,260.00
Set Furniture % 3,500.00 1 1% 3,500.00
HD Ready News Set $ 30,000.00 1 $ 30,000.00
News Set Lighting $ 4,000.00 1 [$  4,000.00
Inland Freight Charges $ 3,000.00 1118 3,000.00
Sub Total:| | $ 57,335.00
Studio B Back Wall Mural/Design/Application IE 7,000.00 1[[$__ 7,000.00
HPX250 Camera 3 1,500.00 3[1% 4,500.00
Manfrotto 504HD Tripod Head $ 1,500.00 3[19% 4,500.00
Monitors and Cables $ 1,500.00 1 $ 1,500.00
HD Tricaster $ 20,000.00 111% 20,000.00
S =
Sub Total:| | $ 37,500.00
Staff Portable Sachtler Tripod System B 1,910.00 "1 |$__ 1,910.00
Kino Flo Celeb 200 DMX Center Mount Kit $ 3,000.00 1113 3,000.00
Canon C300 EQOS Camcorder Body % 14,000.00 11 [$ 14,000.00
Sub Total:| | $ 18,910.00
Public Portable Panasonic AG-HMC150p Camera $ 3,000.00 "3[[$__ 9,000.00
Manfrotto 504HD Tripod $ 1,300.00 31 1% 3,900.00
3 i
Sub Total:[ [ $§ 12,900.00
Public Editing MAC/Final Cut Pro X $  10,000.00] | 1115 10.000.00
Sub Total:| [ $ 10,000.00
Staff Editing PR & Sports Suites/MACG/Final Cut Pro X 18 10,000.00 2] |$  20,000.00
Sub Total:| | $ 20,090.00
Master Control Tightrope Maintenance Contract $ ' ] 3,705.00' ..,1. ' $ 3,?05.00 '
SX4 Server/Install/Tightrope Assurance $ 23,465.00 21 | % 46,930.00
Sub Total:| | $§ 50,635.00
Miscellaneous : Mic.s,“bétteriés,'filte'rs, Iighting acéegso'r\:e-s ] 3 i?.ODU.OO “1.“ i $ 1?00060
headsets, gels, frames, stands,
Tektronic HD WFM2300 Signal Monitor/Acces. $ 16,800.00 11 [$ 16,800.00
Sub Total:| | $ 33,800.00
Equipment Total:[ [ 351,080100,
Tax:| |'$ 25,014 45
Total:| |'$ 376,094.45




North Metro Telecommunications Commission
Budget Line Item Supporting Information

Personnel

An up to 2% salary increase was budgeted.

A part-time (20 hours per week) sports assistant position was added at $10.90 per
hour with a raise to $11.24 at six months. This position will help to meet increased
demand for short highlight and interview segments for website, Facebook, Sports
Den, and YouTube, and provide a reliable on-air talent source.

The "limited" part-time production assistant positions earn up to $420 per month (up
to 42 hours per month at $10 per hour) and are not eligible for health benefits or
PERA. Payroll taxes apply. Two limited part-time equivalents were added at $420
per month. They will be assigned to the News/public affairs team, and to the
Outreach/Education departments. Their addition is expected to result in more
programming and promotional materials.

Benefits

The NMTC employee benefits package is based on the benefits packages offered by
the Member Cities to their employees. It is budgeted at $1025.00.
The NMTC'’s contribution to PERA will increase to 7.5% in 2015.

Administrative Expenses

Budgeted administrative expenses are $48,500 higher than 2014. The increase is
due entirely to legal expenses. The NMTC will begin the franchise renewal process
and may have transfer of ownership expenses. Legal reserves will be used to cover
this added expense.

Tuition and training expenses comply with the revised employee handbook
designating $500 per employee per year for training purposes and to cover the
expenses for IT staff's Microsoft and SCALA certification classes.

Production Expenses

Production expenses remain at the 2014 level.

Advertising/Marketing line item includes billboards, flyers, posters, cable spots, t-
shirts, and other marketing incentives.

The annual volunteer award ceremony, video contest entries such as the Emmys,
video production supplies, intern stipends, blank DVDs and videotape, production
vehicle costs, and video equipment parts and maintenance are included under
production costs.



Office Expenses

Overall, office expenses remain at the 2014 level.

Building maintenance includes the furnace/AC maintenance contract, lawn care,
snow removal, carpet and window cleaning, fire inspection, and probable
landscaping and building mechanical services.

Building utilities include sewer, water, gas, and electric.

Insurance includes all property, liability, crime, volunteer, vehicle, and monument
sign coverage.

Office supply line item includes all office supplies, and maintenance contracts on
printers and copiers.

Telephone/Internet/Web Hosting costs reflect website maintenance contract,
telephone costs, the annual phone software upgrade, and costs associated with
video streaming and video on demand services.

Postage and subscriptions covers the cost of mailing dubs, equipment for contract
maintenance, magazines, newspapers, and other postage for the NMTC.
Property tax is for the recycling assessment.

The Commission no longer utilizes the Senior Community Service Employment
program for our cleaning service. As such, funds for a cleaning service are included.

Capital Expenditures

The 2015 capital budget includes HD ready studio sets for the public and the news
department, three replacement MAC HD edit suites with software, a switcher and
media server for the truck, server upgrades in Master Control to replace servers
utilizing unsupported Microsoft software, replacement portable cameras, tripods, and
an SD/HD capable signal monitor for the tech department. All equipment purchases
are SD/HD capable and are necessary to meet our goals of maintaining the integrity
and safety of our equipment, and moving to a tapeless, HD environment.

Office equipment includes routine computer and software upgrades for office
computers. It also includes the software licensing fee for the meeting management
software.

Landscape improvements around the building should be made.

The building bond payment is included under capital expenditures, and represents
$183,000 of the capital budget.

Summary

Operating expenses have been budgeted $96,241 higher than in 2014. The increase
can be attributed to a $65,000 bump to the legal line-item and staffing costs. The
staff changes include a 2% salary increase, benefit allotment increase, the addition
of a 20 hour per week part-time assistant position, and the addition of two $420 per
month part-time assistants.

This is a 8.7% increase over the 2014 operating budget.

The capital equipment budget is $154,457 more than in 2014. The total amount of
equipment purchases varies from year to year, based on needs, and wear-and-tear.
All purchases will replace or supplement current equipment and move us toward the



HD format. Money has been budgeted for landscaping improvements and the
license for the meeting management software. Two-thirds of the equipment
expenditures will be paid for by drawing upon the equipment reserves.
Franchise fees back to Cities are budgeted at $320,000.
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Arneson, Clark

== oo
From: Heidi Arnson <harnson@northmetrotv.com>
Sent: Monday, June 23, 2014 12:09 PM
To: Bill Petracek; Arneson, Clark; Dallas Larson; Dan Buchholtz; Doris Nivala; Jeff Karlson; Jim
Keinath
Subject: 2015 NMTC Budget Materials
Attachments: 2015 Cover Letter.doc; Budget Talking Points 15.doc; Budget Support 15.doc; 2015

Income Summary Sheet.xls; 2015 NMTC Budget.xls; Equipment List 2015.1.xls; Franchise
Fee Chart 15.xls; Subscriber Growth 15.xls

Hello all. Here are the recommended budgets for the Cable Commission, for 2015, for your City Councils. Thank you,

and have a great summer.
Heidi.



Arneson, Clark

From:
Sent:
To:

Subject:
Attachments:

Heidi Arnson <harnson@northmetrotv.com>

Monday, June 23, 2014 12:09 PM

Bill Petracek; Arneson, Clark; Dallas Larson; Dan Buchholtz; Doris Nivala; Jeff Karlson; Jim
Keinath

2015 NMTC Budget Materials

2015 Cover Letter.doc; Budget Talking Points 15.doc; Budget Support 15.doc; 2015
Income Summary Sheet.xls; 2015 NMTC Budget.xls; Equipment List 2015.1.xls; Franchise
Fee Chart 15.xis; Subscriber Growth 15.xls
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