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March 30, 2005
Regulatory Commission of Alaska
701 W. 8™ Avenue, Suite 300
Anchorage, AK 99501
Re: Cost Review Broadband Internet Access — 12 Communities
Attn: John Paul R. Manaois HMS #05025

Per your request, we have reviewed a representative sample of United Utility’s costs for
their previous grant proposal to install the infrastructure to provide broadband internet
access to 12 communitiess in the lower Kuskokwim Delta. The review included costs for
development of Bethel, Kongiganak and Tuntutuliak. In developing this review, we
requested that U.U.L provide actual costs incurred or anticipated. U.U.L. willingly
provided this information in the form of invoices, paid invoices and purchase orders.

Pursuant to this, I have attached electronic versions of U.U.I.’s original spreadsheet that I
have modified to include the representative projects, including their original grant
proposal amount, and comparative amounts compiled by HMS during this review. This
version, entitled “U.U.L. Budget Cost Variance for Rural Broadband Normalized,”
includes numbers in red in the U.U.L review columns. It should be noted that these
amounts have been reduced from their original amounts in order to indicate known and
acknowledged cost saving by U.U.L to date. This allows for a more accurate comparison
between the cumulative totals generated by HMS and the cumulative totals indicated by
U.U.L in the revised columns.

In addition, with regard "o the spreadsheet format, it is important to note that the cost
items in green represent costs that were not changed from the U.U.L cost. Cost and/or
design information was not available for these items. Please note that in the electronic
version of this spreadsheet [ have added comments to cells to notate how the cost for that
cell was generated. In select cells for significant cost items you will note that HMS has
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generated an independent estimate. When this is indicated you will find attached
supporting documentation indicating our costs and assumptions. This is found primarily
in the Piling, Pile Cap and Pad Construction task items.

We have also included a separate section to capture miscellaneous costs that do not fit
into the cost categories as developed by U.U.I. Below this you will note that I have
included a separate mark-up entitled “Contractor Coordination, Testing, Inspection,
Quality Control, Misc. Transportation and Per Diem Expense.” As you know the soft
costs necessary in bush construction are a real and necessary expense and this is my
attempt to capture these costs without developing a detailed job-site specific work plan
which would be time ccnsuming and expensive. If you wish to develop the costs for this
in more detail, please let me know and I will be happy to do so.

Also you will note that [ have opted to include a 5% contingency consistent with U.U.L’s
revised cost column. Wiether this is viewed as a justified increase in cost, given that
U.U.L opted to not include a contingency in their original grant proposal, is debatable.
Certainly given the risk of operating in remote locations in Alaska, the inclusion of a
reasonable contingency in the original request would have been prudent.

With regard to U.U.L.’s original costs for the representative projects, I am enclosing a
copy of U.U.L’s cost breakdowns that include the basis for the estimate for each of the
three representative projects. As the costs were developed parametrically based on
historical costs, it is not possible to provide a detailed cost estimate based on the design
factors utilized. You may wish to request that U.U.L provide actual cost information for
the model projects used o develop the cost and then escalate these costs to today’s
pricing levels. It is not clear from the narrative on the attached breakdown whether U.U.IL
escalated their cost assumnptions to allow for inflation from the date on the cost models
used.

What does seem clear, however, is that the significant cost increases indicated from the
original grant proposal appear largely in keeping with what would be expected for the

scope indicated.

-Should you have questions or require additional information, please feel free to contact
me. .

Sincerely,

entlsamble

G/as
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