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Re:  Petition of City of Burlington d/b/a Burling’gon Telecom to amend Condition No.

17 of its Certificate of Public Good, enlarging the date by which it must complete
its system build out
Docket No. 7044

Dear Sue:

Please consider the original and three (3) copies of this letter the eighth progress report of
the City of Burlington (“City™) d/b/a Burlington Telecom (“BT”) as required by Paragraph 10 of
the Board’s Order in the above-referenced matter dated October 8, 2010, and as recently
amended by Paragraphs 3 and 4 of the Board’s Order dated November 23, 2011. Reference
should be made to BT’s prior progress reports dated November 1, 2010, December 30, 2010,
February 28, 2011, May 2, 2011, June 30, 2011, August 31, 2011 and Ociober 31, 2011 for
additional information.

According to the City’s financial advisors, Dorman & Fawcett (“D&F™), the City
continues to negotiate through D&F with the out of state independent telephone company
reported on previously. This entity has been very deliberate in its negotiations. Draft exclusivity
letters have been exchanged between this entity and D&F, with the hope of finalizing an
exclusivity arrangement this week. Such an arrangement would allow this entity to put financing
for the proposed transaction and a formal letter of intent in place. The exclusivity arrangement
envisions two, thirty day periods for which the entity would make a cash payment to the City. A
third, thirty day period also in envisioned to finalize financing and a letter of intent, for which the
entity would not be required to make a cash payment to the City under certain circumstances.
The negotiations between D&F and this entity are sensitive, which precludes the City from
providing the Board with more details in a public filing. If the Board desires more information
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in this regard, the City is prepared to file a more detailed report with the Board and the
Department of Public Service (“Department™) under seal. The City continues to keep the
Department informed of the status of these negotiations.

The City also has been recently approached by another group of potential investors in
BT. This group was on-site at BT on December 7, 2011, for a preliminary due diligence session.
The proposed exclusivity arrangement between the City and the out of state independent
telephone company discussed above will include an exception to allow the City to continue
- discussions with this group.

The City has obtained two extensions for filing a responsive pleading to the lawsuit
commenced by Citibank, N.A. (“Citibank™) pending in the United States District Court for the
District of Vermont. Responsive pleadings are now due to be filed by December 22, 2011. To
date, Citibank has not filed a motion with the Court seeking immediate injunctive relief. The
City will immediately notify the Board in the event Citibank does file for a preliminary
injunction. The City continues to keep the Department informed of any developments in the
lawsuit. The City understands that the Department sent a letter to Citibank on or around
December 2, 2011, seeking Citibank’s position on whether it is required to obtain a CPG as the
claimed “owner” of a telecommunications system under 30 V.S.A. § 503 (a). To the City’s
knowledge, Citibank has not responded to the Department’s letter as of this date.

Operationally, D&F reports that for the first 6 months of Fiscal Year (“FY”) 2012, BT
has continued to operate without increasing its debit to the City’s pooled cash management
system beyond the $16.9 Million that existed as of October 2009, and BT remains a net depositor
to the City's pooled cash account. BT’s positive balance as of Friday, December 9, 2011, was
$262,815.

BT is now almost half way through its FY 2012 budget year, and is still forecasting to
achieve its budgeted cash flow of $818,000 before debt service, an improvement of $187,000
over FY 2011. BT, however, is not projected to achieve the 1.4% year on year increase in
revenues budgeted. Residential sales are likely to show a small year on year decline as a result
of the full year impact of churn during FY 2011, a consequence of ongoing adverse publicity at
that time. New residential sales churn has subsided over the past several months and is currently
minimal. BT is hopeful of filling a vacancy for a Manager for Residential Sales in the coming
weeks, a position that has been open for more than a year. Commercial sales continue to
increase. -

The adverse impact on profitability of lower than budgeted residential sales will be offset
by continued tight management of operations. Reduced year on year operational costs, forecast
at $377,000 lower for FY 2012, reflect the full year impact of various actions taken over the
course of the past fiscal year and further actions this year to continue to improve efficiency, and
lower overall costs.

The Hearing Officer’s Procedural Order Re Pending Motions dated June 17, 2011
directed BT “to provide as much financial information as possible, particularly with respect to
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monthly cash flow reports, in future progress reports.” Id. at 3. Enclosed are financial reports
dated November 13 and December 13, 2011, prepared by BT and provided to the plaintiffs in the
civil action entitled Osier, et al. v. City of Burlington, et al., Docket No. 81588-09 CnC,
presently pending in Chittenden Superior Court, Civil Division.

Paragraph 4 of the Board’s Order of November 23, 2011 requires BT’s monthly reports
to include a description and an accounting of any expenses related to BT that are made from the
City’s General Fund and not charged to BT, as well as the receipt and disposition of any funds
the City receives related to exclusivity periods and cost reimbursements from potential investors
and partners in BT. Enclosed herewith is an accounting of expenses related to BT paid from the
City’s General Fund from May 19, 2011 through December 1, 2011. The City has not received
any funds related to exclusivity periods or cost reimbursements as of the date of this report.

‘Thank you for your assistance. If the Board needs anything further in this regard at this

time, please let me know.

Very truly yours,

il F 28

William F. Ellis

WFE/
Enclosures
ce: Docket 7044 Service List




Burlington Telecom
Balance Due to City

As of 11/13/11
Balance with
DESCRIPTION City
Due to City - GL 4383-33002 (571,364.63)
Checks paid 9/9/11-not posted to GF-4383-21001 442 372 14
Cash in Bank-per online statement (155,493.87)

Net due City/(Excess Cash)

(284,486.36)

Scheduled Cash Outlay - Nov 2011 (11-14 through 11-30-11) $ 330,090.00
Anticipated Cash collections - Oct Billings (379,372.00)
Non-AR cash benefit 0.00
Due to City @ 11/30/11/{Excess cash @ 11/30/11) (333,768.36)
AR to be collected $ 494,365.88
Taxes Payable out of Billings $ 36,088.71
$ available for expenses $ 45827717
Collect within 30 days $ (379,372.00)
AR collect within 60 days $ 78,905.17




Burlinaten Telecam .
Fund 4283
Sources & Use of Cash - FY 2011
Actual Actual Betual Actual Actual fActual  Actual  Actual  Actual,  Actual  Actual  Aclual  Actual
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Sources of Cash:

Revenues-Invoicing 1802193 644630 605724 633.044 852047 621,003 844288 532911 547893 555243 557,185 552,078 562543 541228 191372 184.000 125000 138000 148.000 145357 125000 148.000 143,000 148000 148000 125000 125000 148000 148,000
Cther/True Up/PESG Access Foes 31,904 13,329, 7478 £330 10,249 2183 0.848 7.883 100 0 5,845 6,833 4, 2,000 2000 3 1,500 1] 5,800 4,000 5, 500 1,500 1 00
Total Sources of Cash 1934097 854850 813200 6420374 902286 630,134 B53471 543859 505AT6 564343 563105 557,923 560,478 546,051 193372  105.000 130.800 130500 140,500 146,857 130,800 149.500 148,500 146,000 153,800 126,500 126500 149500 153,800
Uses:

COGS 530,049 184603 192208 480365 1685000 218383 171270 170685 155463 163874 186,858 176.103 167.775 167764 18000 75000 SO000 40000  40.000 40,000  43.000 40,000 43,000 43000 43000 40000 43000 43,000 40000
Qoarating Expenses 1.021,620 286705 372385 290758 144164 708085 408828 107101 420542 407,234 245,107 0351658 409347 341,608 42870 172280 B5000 BG.000  85.000 86000 86000 B2500 B250C 52500 82500 82500 8Z500 82500 82500

Net Cash from Ops befere Int and CapX 374419 180661 46629 170250 233102 (3562840 75372 266073 (28520) (6.505% 454.03¢ 30,162 (7848 20580 132662 (612600 (42000 13500 23500 20857 1800 27.000 24000 23500 38,300 4.000 1000 24000 31300

Interest Expense - City of Aurinaton 130.540 34,808 35.407 36.380 38,880 31.947 Q@  §51.847  arais 0 120000 65449 o Q o 22000 0 [} 0 22000 [} 0 0 22000 9 ] 0 0 22000
Intergst Expense - Citleasing 0 &} a 0 Q o 0 0 0 2 0 0 Q a 0 [} a o [1} 0 0O Q 0 Q 0 0: 0 ] ]
Capital Expenditures 171,789 70,405 66,480 2.878 0 370 o 2.6%9 3,600 0989 15560 32000 30385 0 [ 3.805 3.80% 3,805 3,608 3605 3805 3605 2.805 3.805 3,605 3605 3.605 3,608
Total Uses of Cash 1.862.007 570811 §66.548 511382 365874 1016745 578009 320733 654,519 3574448 542035 G0S.200 GOB212 530.827 60,810 269.28C 120.805 420605 128505 151,605 132605 138105 125.105 151106 120105 125105 120,105 129,105 148,105
Net Cash from Operations 72.060 75,348 633481 130902 196422 (3BAHLY)  TEITZ 214126 (DB.043) {10,105 21070 (50877} (20.736) 6224 132562 {53.2800 (7.805) 9895  1£.805 4748y (18050 23395 20395 (2105}  24.695 395 - (2,605} 20305 5883
Cash Balance per GL & Bank

Cash per Bank 546,383 33.080 152732 627705 100.877 102320 96789 590055 236563 214418 35213 437042 390201 17.985  153.494
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147.438 4,080 226.081 421503 32882 108264 322301 223348 213243 234313 183438 143700 151924 254.468 0 0 0 0 ] 0 [ [1} 0 a L] ] 1] 0
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All Rpt Areas
CO#:196
OCN #: 086D

Account Name
Company Totals:

Aged Trial Balance Report Accounts only

All Accounts Suppressing Zero Balances Sorted By Account Name, Account Number

Account
Number

Inactive
Date

BURLINGTON TELECOM
Last Last Total
ayment Dal Payment Balance
980,083.28
Inactive accounts (192,245.92)
Billing cycle collections MTD {293,471.48)
Collected Interco 0.00

Available fo collect 494, 365.88

Unapplied Pre
Payments

Balance Balance
Under 30 Days 30-59 Days
570,464.31  169,189.39




7131/2011

Balance Balance
60-89 Days 90 and Over
60,716.49 179,713.09




BURLINGTON TELECOM
ACTUAL
FY10/11
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FROFIT & LOSSSTATEMENT
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Burlington Telecom
Balance Due to City

As of 12/9/11
Balance with

DESCRIPTION City
Due to City - GL 4383-33002 (215,181.65)
Checks paid 9/9/11-not posted to GF-4383-21001 66,214.17
Cash in Bank-per online statement {113,847.60)
Net due City/(Excess Cash) (262,815.08)
Scheduled Cash Outlay - Dec 2011 {12-13 through 12-31-11) $ 559,489.50
Anticipated Cash collections - Nov Billings (454,300.00)
Non-AR cash benefit 0.00
Due to City @ 12/31/11/(Excess cash @ 12/31/11) (157,625.58)
A/R to be collected _ $ 567,914.98
Taxes Payable out of Billings $ 41,457.79
$ available for expenses $ 526,457.19
Collect within 30 days $  (454,300.00)
AR collect within 80 days $ 72,157.19




Burlingten Talecam
Fund 4283
Sources & Use of Cash - FY 2011

tual
10 Actual ?
Sources of Cash:
Ravenues-Invoicing 1802163 644.830
CtherfTrua Un/PEG Access Fous 31,694

Total Bources of Cash 1834007 654,059
Uses;

COGs 538049 184,503
Ooarating Expenses 1.021.629 288.705
Net Cash from Oos beforé Int and CapX 374,419 180,651
Interest Expansa - Cltv of Burlington 130,540  34.800
tnterest Expense - CifiL.easing ] 1]
Cagital Expenditures 171.789 70,405
Total Uses of Cash 1.882.007 579611
Nel Gash from Oparations 72080 75348
€ash Balance per GL & Bank

Cagh pet Bank 546383 33088
Due from/tDue to) GF 114,350

147 438
147.438
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All Rpt Areas Aged Trial Balance Report Accounts only

CO#:196 All Accounts Suppressing Zero Balances Sorted By Account Name, Account Number
OCN #: 086D BURLINGTON TELECOM :
Account Inactive Last Last Total Unapplied Pre Balance Balance
Account Name Number Date  ayment Dal Payment Balance Payments:  Under 30 Days 30-59 Days
Company Totals: 1,130,304.66 570,464.31 169,189,39
Inactive accounts - (212,213.98)
Billing cycle collections MTD (178,089.70)
Collected Interco _ {172,086.00)

Available to collect __ 567,914.98
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Balance Balance
60-890 Days 90 and Over
60,716.49 179,713.09




BURLINGTON TELECOM
ACTUAL
FY10/11

PROFIT & LOSS STATEMENT
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CITY OF BURLINGTON

Legal, Consulting & Regulatory Expenses related to Burlington Telecom

May 19, 2011 - December 1, 2011

Firm Name Purpose Fund Amount
Burak Anderson & Melloni Consultation with Clerk Treasurer's Office GF $264.00
Dorman & Fawcett Investor/Partner Work GF $120,800.00
Langrock, Sperry & Wool City of Burlington Criminal Defense GF $2,645
Primmer Piper City of Burlington Insurance Review GF $11,337

Total




