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The Office of the City Auditor has established the Trust & Innovation Portal (TIP) in order to 
enhance trust by safeguarding public monies and resources and holding City officials and 
employees accountable as stewards. TIP is an online tool accessible at beverlyhills.org/TIP 
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1) Share innovative ideas about improving City services; and 

2) Report suspected cases of improper activity in City operations. 
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treated with the utmost confidentiality. 

http://www.beverlyhills.org/TIP
mailto:TIP@beverlyhills.org


 

 

 

 

 

January 13, 2020 

 

Honorable Mayor and City Council 
City of Beverly Hills, California 
 

Transmitted herewith is the External Report on the Fiber-to-the-Premises Pro Forma, Budget, 

and Expenditure Review by Baker Tilly Virchow Krause, LLP (Baker Tilly). I would note that 

management was provided an opportunity to review and comment on draft versions of the 

report. Baker Tilly incorporated management’s comments and feedback into the final report.  

Management generally concurred with the report’s recommendations.  

We would like to thank the staff from the Information Technology and Public Works 

Departments for their assistance and cooperation during this audit. All of their valuable time and 

efforts spent providing us information are greatly appreciated.  

 

Respectfully submitted, 

 

 

Eduardo Luna 
City Auditor 
 

cc: George Chavez, City Manager 
 Nancy Hunt-Coffey, Assistant City Manager 
 Laurence Wiener, City Attorney 
 Keith Sterling, Public Information Manager 
 Shana Epstein, Public Works Director 

David Schirmer, Chief Information Officer 
 Mark Hobson, Assistant Chief Information Officer 
 Daren Grilley, City Engineer 



 

Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the 
members of which are separate and independent legal entities.  
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EXECUTIVE SUMMARY 
Background 
The City of Beverly Hills (City) began a fiber-to-the-premises (FTTP) initiative in 2014 to provide broadband 
internet infrastructure to the residents and businesses of Beverly Hills. The City contracted with Uptown 
Services, LLC (Uptown) to complete a project feasibility study; the study was completed in November 2014 
and updated in November 2015. As a result of the study, the City determined to move forward with the 
FTTP project. The project involves the installation of new and upgraded fiber connections as well as billing 
and customer support services for the end users of the system. The system requires placing an estimated 
100 miles of fiber optic cable linking homes and businesses using both aerial and underground construction. 
 
In July 2015, Uptown was contracted to provide as-needed consulting services related to the City’s fiber 
initiatives and engineering design services for the project; later in May 2017, a separate agreement was 
executed for development, project staffing, and construction management services. Furthermore, in May 
2017, the City entered into contract with additional vendors for services related to the FTTP project: 
 

– Henkels & McCoy, Inc. (H&M): primary construction contractor 
– Thermo Bond Building, LLC: above ground telecommunications shelters 
– Aureon Contact Center, Inc.: Call center support services 
– Great Lake Data Systems, Inc.: operation and business support system software, implementation, 

license, and maintenance 
– Calix, Inc.: fiber optic electronic equipment, software and professional services 
– Pole-use agreement with Southern California Edison (SCE) 

 
H&M received a notice to proceed in June 2017. Underground construction continued through the summer 
of 2018. However, it was indicated through interviews that H&M was not able to initiate the overhead 
construction due to timing issues with SCE’s aerial pole attachment permitting process and also with 
challenges with the design approach undertaken. Work was halted until the City was able to sign an 
amended agreement with H&M, when the work was reinitiated in June 2019. 
 
Due to increased costs for outside plant construction, street-to-home construction, and in-home installation, 
the total projected project costs were increased by roughly $6.3 million for a revised project total of $38.9 
million (original project projection of $32.6 million). The project pro forma was updated to reflect these 
changes.  
 
In April 2019, the City Council expressed concern related to the FTTP project schedule and budget. The 
Council directed City staff (i.e., IT and Public Works departments) to focus construction of the main fiber 
network in the Southeast area and Bedford/Ambassador as well as installation of fiber drops and home 
installations to approximately one dozen customers. City staff were instructed to complete this work in a 
five month period that the City Council designated as the Alpha Phase. 
 
To better understand the adjustments to the project pro forma, project expenditures and the revised budget,  
the City engaged Baker Tilly Virchow Krause (Baker Tilly or BT) in June 2019 to perform an independent, 
third-party review of the City’s fiber-to-the-premises (FTTP) project. The work performed in this project does 
not qualify as a review as defined under AICPA standards and we were not engaged to provide an opinion 
or conclusion, rather to provide observations and recommendations. Key questions of the City related to 
the project include: 
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- Does the revised pro forma utilize reasonable assumptions and capture all expected costs and 
revenue projections? 

- Is the revised budget request of $6.3 million sufficient to complete the full FTTP implementation? 
- Are program expenditures to date reasonable and within expected parameters? 

 
Review approach 
Beginning in June 2019, Baker Tilly met with the City Auditor for a kick-off call to further define the scope 
of the project and to obtain a deeper understanding of the City’s FTTP updated pro forma, overall FTTP 
project business plan, and current state of the overall FTTP installation. Preceding the on-site meetings, 
Baker Tilly initiated a data request to review the following materials: 
 

- Updated pro forma in Excel model format for the full FTTP implementation 
- Summary of project-to-date expenditures 
- Details supporting revised budget requests of $6.3 million 
- Copy of contracts/agreements between the City and contractors/sub-contractors pertaining to the 

FTTP initiative 
- Copy of Pole Use Agreement with SCE 
- Copy of the original FTTP feasibility study 
- Copy of any updates to the original FTTP feasibility study 
- $2.3 million budget support for the “Alpha Phase” 
 

To further gather information from the broad range of stakeholders, Baker Tilly conducted onsite meetings 
and conference calls with the individuals detailed in Appendix A. Additionally, a project inquiry was sent to 
the Joint Pole Organization (JPO). 
 
Baker Tilly adjusted our approach for detailed analysis of the pro forma and budgets, due to limited 
accessibility to supporting detail. Uptown declined to provide a working copy of the pro forma with the 
models’ formulae as they deemed the model proprietary information. Therefore, the primary review of the 
pro forma was conducted via inquiry and walk-throughs with Uptown.  
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Summary of key observations1 
As a result of our review procedures, Baker Tilly makes the following key observations and 
recommendations. A full detail of these observations can be found later in each respective section of the 
report. 

- Pro Forma Review: Based on review of the revised pro forma, Baker Tilly observed that certain 
pro forma capital categories did not align directly to other key documents (i.e., budgets), which 
likely contributed to insignificant total construction cost variances between the two documents. 
Future considerations for the FTTP project include re-evaluation of the financing mechanism 
associated with the timing of capital expenditures and update of the pro forma to reflect various 
scenarios to be decided by the City. 

- Revised Budget Review: Based on review of supporting documentation (i.e., revised/Alpha Phase 
Budget support and construction bid schedule), Baker Tilly noted several instances in which either 
the bid schedule unit price for labor or materials (and corollary cost totals) or bid item descriptions 
did not match or tie-out directly without further explanation and understanding of key assumptions. 
While some of the specific construction tasks and their required material/labor estimates (perhaps 
not well defined during the FTTP project inception) appear to have been refined during the Alpha 
Phase, we have observed instances or project elements that have made defining the outside 
construction cost estimate and overall FTTP project budget challenging. Some of these reasons 
include lack of clear construction plans based on existing engineering designs/drawings and the 
unit price structure of the amended construction contract; they also allude to some uncertainty 
regarding the revised budget for full FTTP implementation. While the original budget review process 
included reviews by the CFO, Treasurer, and Mayor’s Infrastructure taskforce, future considerations 
as they relate to budgeting for construction activities include:  

o additional third party oversight/review of budget development and invoices outside of City 
staff;  

o a clear scope for future FTTP project phases to include completed engineering drawings 
for better understanding of labor and materials and overall better cost containment 
mechanisms; 

o creating and maintaining a detailed budget-tracking schedule; 
- Expenditure Review: Based on sample testing of invoices, Baker Tilly observed that program 

expenditures were reasonable and within expected contract terms/conditions, with the exception of 
a few invoice instances with insignificant variances. Another observation was that the City lacks a 
formalized review and approval process of invoices; thus BT recommends the City clarify the roles 
and responsibilities of each approver and designate an individual to review the invoice for 
appropriateness, validation of hours or tying the invoice back to the contracted values. 

 
  

                                                      
1 All observations reflect review of information made available up until the time of the original draft report issuance 
on September 13, 2019. 
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0 – OVERVIEW OF ENGAGEMENT AND REPORT 
0.1 – BT Review Scope and Approach 
 
Baker Tilly was engaged by the City of Beverly Hills to perform an independent, third-party review of the 
City’s FTTP project. 
 
The overall objective of this project was to review and evaluate the City’s revised pro forma related to its 
citywide FTTP project, while addressing the key questions: 
 

- Does the revised pro forma utilize reasonable assumptions and capture all expected costs and 
revenue projections? 

- Is the revised budget request of $6.3 million sufficient to complete the full FTTP implementation? 
- Are program expenditures to date reasonable and within expected parameters? 

 
To obtain a deeper understanding of the City’s FTTP updated pro forma, overall FTTP project business 
plan, and current state of the overall FTTP installation, Baker Tilly held a kickoff meeting with the  City 
Auditor to initiate the project and review the scope, approach, and resources needed. BT also requested 
additional documentation, including updated pro forma, business and construction plan schedules, project-
to-date expenditures, other forecasting documents, etc. and reviewed the information gathered by the City. 
 
Once Baker Tilly received the key files/data supporting the City’s updated FTTP project, BT reviewed the 
pro forma inputs from the feasibility study, the original budget as it compares with the revised budget, the 
revised budget as it compares to the contracts, and the invoices from project expenditures. In order to 
complete these reviews, BT performed the following high level procedures: 
 

Table 1 – Summary of BT Review Scope and Approach 

# Procedures 
1 Reviewed supporting documentation and key assumptions related to the pro forma. 
2 Organized and analyzed supporting data. 
3 Followed up with key stakeholders for clarifications and confirmations. 
4 Documented observations and corresponding recommendations. 

 
Notes/Limitations on procedures performed:  

1. Where relevant, it will be noted in each section where it was not possible to perform certain review 
procedures as indicated in our scope/approach. 

2. We were not providing an assessment to the engineering feasibility and viability of the FTTP 
project. 

3. We did not perform a site visit of any of the City’s Public Works staging yard, FTTP infrastructure, 
or construction sites. 

4. We were not providing an opinion as the most beneficial or feasible option for the City to pursue 
moving forward. 

5. We were not providing an opinion on the appropriate financing mechanism for the FTTP project. 
6. BT’s work done in regards to this engagement and report do not constitute an “audit” or “review” 

conducted in accordance with Generally Accepted Auditing Standards (GAAS) or Government 
Auditing Standards (GAS). 
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The report contains our observations resulting from the scope of services provided by Baker Tilly to the 
City. Where appropriate, we have noted any considerations for the City to further review and assess. The 
specific observations are located in each section of the report. 
 
We would like to thank the personnel of the City and other stakeholders for their assistance, cooperation, 
and insights in providing information and discussions during our review process. Their assistance was 
invaluable in completing this report. 
 
Baker Tilly’s services performed on this project and its Agreement with the City do not include the provision 
of legal advice and Baker Tilly makes no representations regarding questions of legal interpretation. The 
City should consult with its attorney with respect to any legal matters or items that require legal 
interpretation, under federal, state, or other laws or regulations. 
 
Note on Review Scope:  
Please note that Baker Tilly reviewed information made available up until the time of the original draft report 
issuance on September 13, 2019 as the basis for its observations and recommendations. Since the 
issuance of the report on that date, the City staff may have made updates to business processes or other 
FTTP project changes that address various observations and recommendations. Since Baker Tilly has not 
reviewed any information or data supporting these processes or changes, it is unable to comment on their 
effectiveness. However, Baker Tilly has noted any correspondence provided by the City staff on points that 
might provide additional context on the observation. 
 
0.2 – Organization of this Report 
 
For the purposes of this report, the sections are broken up as follows: 
 

1. Pro Forma Review 
2. Revised Budget Review 
3. Review of Program Expenditures to Date 

 
Each section of the report is organized and further broken out by these sub-sections: 
 

1. Overview and Process 
2. Detailed testing procedures performed by Baker Tilly 
3. Observations and recommendations  

 
This report is designed to be viewed using the Bookmarks function in Adobe. Bookmarks and headers are 
set to more easily move from section to section of the report.  
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1 – PRO FORMA REVIEW 
1.1 – Overview and Process 
 
The City engaged Uptown Services, LLC (Uptown) in June 2014 through Agreement No. 300-14 as 
amended by No. 72-15 to perform a feasibility study of the City’s fiber initiatives. Following this engagement, 
the City engaged Uptown in July 2015 through Agreement No. 435-15 (as amended No. 50-16 and No. 
184-17) for as-needed consulting services, from which resulted a financial pro forma that included income 
statement and cash flow summary projections for a fiber enterprise. The pro forma was designed to be an 
Excel-based model that allows for changing inputs/parameters (e.g., diffusion rate, penetration rates, 
pricing). 
 
A revised pro forma modeling was conducted in March 2019 (herein referred to as “revised pro forma”) that 
included additional information details that reflect any known updates or anticipated changes. 
 
Purpose of a pro forma 
 
The purpose of the pro forma is to provide estimated financial statements that present a reasonably 
accurate idea of what the City's financial situation would be if the present trends were to continue. Pro forma 
statements are used routinely in preparing ‘what if’ scenarios, formulating business plans, estimating cash 
requirements. 
 
The main outcome of the pro forma for the City would be to help forecast elements of a financial statement 
for a potential Fiber Enterprise Fund, similar to that of the City’s other Enterprise Funds2: 
 

- Statement of Revenues, Expenses and Changes in Net Position: showcasing operating income 
(or loss) based on operating revenues minus operating expenses and change in net position. 

- Statement of Cash Flows: showcasing year-end net cash balances based on sources of cash 
(e.g., operating revenues) less uses of cash (e.g., operating expenses, operating transfers). 

- Statement of Net Position: showcasing the balance of all assets (both current and non-current) 
against all liabilities (including deferred inflows of resources). 

 
Revised pro forma components 
 
It should be noted that the feasibility study is simply a snap-shot in time and reflects projections and 
assumptions at that specific point in time. As such, the revised pro forma reflects a date-stamp of March 
2019 and also any other known updates since the time of the original pro forma development, which was 
based on the feasibility study. 
 
The pro forma for the FTTP project takes into consideration all of the elements required to develop the 
financial statement with specific assumptions, including business structure/operations, capital 
expenditures, penetration rates, and pricing for different services. Some considerations for the City beyond 
these parameters are also other financing mechanisms, the pro forma based on a combination of equity 
infusion from General Fund reserves, internal loans/service funds, and issuance of municipal revenue 
bonds. 
 

                                                      
2 Per the City’s FY2018 CAFR, other Enterprise Funds include: Water, Parking Facilities, Parking Authority, 
Wastewater, Solid Waste, Stormwater). 
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The revised pro forma included many inputs with the following major assumptions: 
  

Table 2 – Revised Pro Forma Key Inputs (March 2019) 

Operating Expenses Assumptions/ Components 
Programming Fees $15 Bulk Video Fees 

Internet Backbone/IP Addresses 
$.30 - $.15 per Mbps per month, 80% minimum capacity 
trigger 

Video Transport 
$2,000 leased circuit to hosted video point-of-presence 
(POP) 

Third Party Fees 

$6500 National Coordinating Center for Communications 
(NCC) Membership Fee and 2% National Cable Television 
Cooperative (NCTC) Admin Fee (% of license fees) 

Contracted Customer Care Outsourced. 

Professional Services 
$5,000 each year for Legal/Accounting, $480,000 for 
implementation services 

Locates & Right of Way Fees $0 annual expense per underground plant mile. 

Staffing Expenses 

System GM, Multiple Dwelling Units (MDU) Account 
Manager, Commercial Account Rep, Marketing PR HC, 
Data Technicians 

Contracted Service & 
Maintenance 2% increase for maintenance labor 
Contract Installation No inputs 

Vehicle Maintenance 
$.75 per mile operating costs, 15,000 average miles per 
vehicle per year 

Vendor Maintenance Billing and FTTP system $55,000 in year 2 
Rents and Utilities $107,397 annually 

 
Capital Expenditures Assumptions/ Components 
Outside Plant Construction Construction cost estimates from vendor 
Video System Video capital costs of $89,000 
Facility Capital Costs No inputs/expenditures 
Other Capital Costs Construction cost estimates from vendor 

Back Office Systems 
$195,000 for broadband billing ad $50,000 for fiber 
management system 

Middleware and Conditional 
Access 500 intermediate line unit (ILUs) for Middleware Framework 

Fixed Equipment 

$100 FTTP optical line termination (OLTs) per passing, 
$750,000 for core head end switch/router, internet services 
back office platforms, test equipment, and hand held 
splicers 

Vehicles 
$90,000 for bucket truck, $45,000 for service van, $20,000 
for install rigs per tech 

Contract Installation Labor costs for pre-install and premises installation. 
FTTP optical plant solutions – 
optical network terminal (ONTs) Options ranging from $112-$425 

Fiber Drop and Powering 

$125 for fiber drop cable and connectors, $52 for 
uninterruptible power supply (UPS) and power cord, $12 for 
power cord w/o UPS 
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Capital Expenditures Assumptions/ Components 
Converters No inputs/expenditures 

Engineering, Inspection & 
Integration Services 

Priced on a per-mile basis for GPS, walk-out, make ready 
engineering, FTTP engineering services, construction 
management services, as-built drawings; also 
backbone/feeder engineering services and outside plant 
solutions (OSP) 

 
Revenue Elements Assumptions/ Components 
Wholesale Revenue 36% residential penetration, 45% commercial penetration 

Residential Phone 

26% residential voice terminal penetration (year 5), Increase 
of 20% residential voice erosion factor every five years, 
residential phone average revenue per customer (ARPU) of 
$28.35 

Commercial Phone 
25% commercial voice terminal penetration (year 7), 
business package per line (2.5 lines) of $16.35 

Residential Internet 
36% residential internet access penetration, tier 1-3 price 
ranging from $55-$150 

Commercial Internet 

30% commercial internet access penetration, 5% increase in 
WiFi upgrade penetration every five years, tier 1-4 price 
ranging from $70-$400 

Residential Video 

26% residential video terminal penetration (year 5), Increase 
of 15% residential video erosion factor every five years, 
whole home DVR of $19.95 

Commercial Video 

0% residential video terminal penetration (year 5), Increase 
of 15% residential video erosion factor every five years, 
100% expanded basic - commercial penetration 

High Capacity Services 

25% Dedicated Internet Access (DIA) penetration, 75% 
direct fiber high cap penetration, $1,500 DIA ARPU, $800 
Direct Fiber High Cap ARPU. 

Middle Mile/Other Revenue $1000 per month per connection 
 

Other Financing Sources Assumptions/ Components 
Equity Investment $10 million in year 1 through General Fund reserves. 
Total Bond Balance – Bond 
Series 2 

Approximately $28.7 million (including principal and interest) 
starting in year 2 and extending beyond year 20.3 

Short-term loan balance 6-year note. 
 
 
  

                                                      
3 Per correspondence by the City on December 20, 2019 (i.e., after the original September 13th report issuance), 
City staff is indicating that financing is through internal loans of $23 M. 
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Revised pro forma outputs 
 
The revised pro forma outputs show a summary of the operating income based on total revenues less 
operating expenses and selling, general & administrative (G&A) costs. Furthermore, the revised pro forma 
includes the annualized capital expenditures totaling $38.7 million between years 2017 - 2021, which reflect 
the anticipated 5-year schedule of construction activities. 
 

Figure 1 - Revised Pro Forma - Capital Expenditures (2017 - 2021) 

 
 
  

$1,644,754 

$7,407,290 

$14,256,197 

$11,912,152 

$3,527,049 

 $-

 $2,000,000

 $4,000,000

 $6,000,000

 $8,000,000

 $10,000,000

 $12,000,000

 $14,000,000

 $16,000,000

Year 1 (2017) Year 2 (2018) Year 3 (2019) Year 4 (2020) Year 5 (2021)

Outside Plant Construction Costs Video System Costs

Facility Capital Costs Other Capital Costs

Back Office System Expenses Middleware and Conditional Access

Fixed Equipment Capital Vehicle Capital

Contracted Installation Expenditures (Capitalized) FTTP ONT Expenditures

Fiber Drop and Powering Expenditures Converter Expenditures

Engineering, Inspection, & Integration Services Total



CITY OF BEVERLY HILLS, CA 
 

FTTP Project Pro Forma, Budget, and Expenditure Review 
 

PRO FORMA REVIEW 
 

 

 
Baker Tilly Page 14 January 13, 2020 

The revised pro forma also includes the operating income levels for years 1 – 20 (i.e., 2017 – 2036) 
indicating a positive operating income in year 4 (i.e., 2020). 
 

Figure 2 - Revised Pro Forma – Annual Operating Income (2017 - 2036) 
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1.2 – Procedures Performed 
 
Baker Tilly performed the following procedures in its review of the pro forma assumptions and review of 
expected costs and revenue projections.  
 

Table 3 – Procedures Performed – Pro Forma Review 

# Procedures 
1 Summarized the pro forma categories and the original budget categories. 
2 Mapped the original budget categories/line items with the pro forma categories. 
3 Notated gaps between pro forma categories and budget categories/line items. 
4 Compared pro forma capital expenditures and operating expenditures with the original budget. 
5 Compared pro forma inputs with the feasibility study. 
6 Notated whether inputs matched with the assumptions from the feasibility study. 
7 Notated any differences between feasibility study and pro forma inputs. 
8 Requested and reviewed explanations from Uptown for differences in pro forma inputs and 

feasibility study assumptions. 
 
Notes/Limitations on procedures performed: 

- The revised pro forma had a date-stamp of March 18, 2019 and was based on a 2017 calendar 
year as the starting year. 

- The indicated scenario for the pro forma was “Scenario = Retail-3P(MobiTV&Cust Care& Installs 
100% Outsourced, Debt, Cost Allocation).” 

- Baker Tilly did not receive a ‘live’ working Excel model, but instead a workbook that included all 
pasted values for both input and output values. 
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1.3 – Observations and Recommendations4 
 
Baker Tilly makes the following observations and recommendations upon the review of the pro forma 
assumptions, expected costs, and revenue projections. 
 

Table 4 – Observations and Recommendations – Pro Forma Review 

# Sub-area Observations Recommendations 
1.1 Pro forma input 

tracing to budget 
The pro forma categories are not 
clearly derived from the original 
budget’s capital cost categories or 
budget line items. Out of 13 pro forma 
capital expenditure categories, only 6 
had categories that could be directly 
tied to an original budget category or 
line item. The variance between the 
total 5-year capital costs from the 
revised pro forma to that of the 
revised budget is insignificant. 

Baker Tilly recommends displaying 
how the revised pro forma ties to the 
original budget categories, or make 
note of new categories, to show a 
logical progression of the new budget. 

1.2 Pro forma tracing 
to feasibility study 

47 pro forma inputs did not match the 
assumptions made in the feasibility 
study. All of these changes had 
explanations for the changes but 
required explanation outside of the 
original documentation. 

Baker Tilly recommends that changes 
to assumptions are notated with a 
time-stamp and supporting notes to 
understand when and why a change 
was made to an assumption in the 
feasibility study. 

1.3 Pro forma tracing 
to budget 

While pro forma figures may have 
derived from the original budget, pro 
forma capital expenditures did not 
directly tie to the original budget, and 
thus the pro forma and the original 
budget could not be directly 
compared for a detailed analysis. 

Baker Tilly recommends that all 
budget line items and pro forma line 
items match in description, or that 
relationships are explained so that 
changes and additions can be 
understood without outside context.  

1.4 Pro forma 
development 

The pro forma lays out many of the 
necessary elements required of the 
financial statement projections. In 
light of the revised budget, it would 
appear that the timing and financing 
mechanism of capital spending has 
not been re-evaluated along with 
revisions of the expenditure and 
revenue inputs. 
 
Per correspondence by the City on 
December 20, 2019 (i.e., after the 

Based on the review of the pro forma 
model inputs, Baker Tilly recommends 
that the City staff re-evaluate the 
financing mechanism associated with 
funding of the capital expenditures. 
Should the City decide to issue 
another series of bonds, it should also 
consider building a call structure so 
that it can call the bond if full funding 
from the bond issuance is not needed. 

                                                      
4 All observations reflect review of information made available up until the time of the original draft report issuance 
on September 13, 2019. 
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# Sub-area Observations Recommendations 
original September 13th report 
issuance), City staff is indicating that 
financing is through internal loans. 
However, the pro forma model from 
review of the Revised Pro Forma Key 
Inputs (March 2019) shows issuance 
of bond series. 

1.5 Future 
considerations 

The City Council approved moving 
forward past the Alpha Phase during 
the August 20th City Council Study 
Session. During the meeting, the 
Council explored the possibility to 
only offer internet services and to 
potentially offer this service free to 
residences while charging commercial 
customers. The original pro forma 
assumed internet and video as 
revenue sources.  

We recommend that the City consult 
with their Legal Counsel to identify 
any litigation risks related to offering 
free internet services (in direct 
competition with the private sector). 
Upon review of litigation risks, we 
recommend the City develop a 
revised pro forma that removes video 
as a revenue source and that the City 
create two separate pro formas to 
model the scenarios of charging all 
customers and only charging 
commercial customers. Forecasting 
the two scenarios will allow the City to 
understand the differences in the rate 
structures.  
 
In considering offering internet service 
for free to residential customers, the 
City can frame the discussion in 
context of whether it considers 
providing internet access a utility 
service or an essential public service.  

1.6 Future 
considerations 

During the August 20th City Council 
Study Session, the Council discussed 
the possibility of pursuing construction 
only up to the property line. The 
existing pro forma assumes the cost 
to the premise line. 

If the Council decides to continue 
forward with this discussed possibility, 
the future pro forma should reflect this 
adjustment to best understand the 
rate structure needed to re-coup the 
cost of the project. However, when 
making this adjustment, the City 
should still include the cost of 
contracting with a third party vendor to 
provide customers with direction for 
how to complete the installation to the 
property. 
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2 – REVISED BUDGET REVIEW 
2.1 – Overview and Process 
 
As part of the City’s contract with Uptown Services, LLC (Uptown) through Agreement No. 435-15 (and 
amended by No. 50-16 and 184-17), a budget was prepared to reflect a five-year project schedule from 
initial feasibility to a fiber system build-out to end-users. The original five-year project (i.e., from 2017 – 
2022) for the FTTP project was estimated at roughly $32.6 million, which included: 

- $10 million of equity infusion from General Fund reserves  
- $17 million internal loan from Information Technology and other internal service funds 
- $5 million in working capital from short-term internal loans from Information Technology and other 

internal service funds.    
 
The following table outlines the breakdown of the original $32.6 million budget. 
 

Table 5 – Original Budget (May 2017) 

Agreement 
Type 

Expense Description May 2017 Amount 

Construction Henkels & McCoy outside plant construction $    11,797,0685 
Construction Turn Around in-home installation/OSP MDU Post-Wiring $      3,100,000 
Construction ThermoBond Hut and node construction $      1,833,474 
Construction Street-to-House installation $      1,400,000 
Construction Triangle trenching construction $      1,700,000 
Construction SCE make-ready construction (with minor AT&T) $      1,200,000 
Construction Temp Pole Removal $         700,000 
Equipment Graybar fiber cable, splitters, cabinets, etc. $      3,200,000 
Equipment Calix $      3,200,000 
Equipment Miscellaneous electronics $         700,000 
Services Uptown (implementation support) $         480,000 
Services Cogent internet service (5 years) $         276,000 
Services GLDS Billing and CMS (5 years) $         370,000 
Services Aureon Contact Center $         235,000 

Other Vehicles $         203,000 
Other Video Capex $      2,175,000 

 
Total project cost $    32,569,542 

  
It should be noted that the original budget reflects a set of conditions: 

- No engineering drawings for overhead and underground work.  

                                                      
5 This value reflects a reduction of approximately $1.7 million for the removal of the Triangle Service Area from the 
outside plant construction scope; the value is included as a separate stand-alone expense. 
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Revised Budget (March 2019): 
 
Subsequent to this original project budget, due to increased costs for outside plant construction, street-to-
home construction, and in-home installation, the project costs increased by roughly $6.3 million for a revised 
project total of $38.9 million. In March 2019, the original budget was revised resulting in an additional $6.3 
million funding to the FTTP project. 
 
While the revised budget includes some of the aforementioned changes/conditions pertaining to 
construction and in-home installation, it also includes some cost figures that are subject to future 
change/refinement, including: 

- Estimate of the construction to the Triangle Service Area, which increased from the original $1.7 
million estimate from May 2017 

- Construction contractor cost methodology and labor/material pricing 
- Consideration to the JPO pole attachment application process and costs 

 
Updated Budget Estimates (July 2019): 
 
Subsequent to this revised project budget, in late July 2019, an update was made to the budget estimates. 
The main changes from the revised budget estimate from March 2019 to that of the updated budget 
developed in July 2019 include: 

- Update to outside plant construction to account for significant value engineering to reduce path 
footage and hand-hold placement 

- Update to Triangle Service Area trenching construction 
 

Table 6 – Revised and Updated Budget Estimates (March 2019 & July 2019) 

Agreement 
Type 

Expense Description March 2019 
Amount 

July 2019 
Amount 

Difference 

Construction Henkels & McCoy outside plant 
construction 

$ 13,500,000 $ 12,337,029 $ (1,162,971) 

Construction Turn Around in-home 
installation/OSP MDU Post-Wiring 

$ 5,000,000 $ 5,000,000 $ - 

Construction ThermoBond Hut and node 
construction 

$ 1,500,000 $ 1,500,000 $ - 

Construction Street-to-House installation $ 5,800,000 $ 5,800,000 $ - 
Construction Triangle trenching construction $ 2,200,000 $ 2,048,200 $ (151,800) 
Construction SCE make-ready construction (with 

minor AT&T) 
$ 1,500,000 $ 1,500,000 $ - 

Construction Temp Pole Removal $ 1,200,000 $ 1,200,000 $ - 
Equipment Graybar fiber cable, splitters, 

cabinets, etc. 
$ 3,200,000 $ 3,200,000 $ - 

Equipment Calix $ 3,200,000 $ 3,200,000 $ - 
Equipment Miscellaneous electronics6 $ 400,000 $ 400,000 $ - 
Services Uptown (implementation support) $ 382,000 $ 382,000 $ - 
Services Cogent internet service (5 years) $ 276,000 $ 276,000 $ - 

                                                      
6 Miscellaneous electronics decreased in price due to the use of more efficient technology. 
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Agreement 
Type 

Expense Description March 2019 
Amount 

July 2019 
Amount 

Difference 

Services GLDS Billing and CMS (5 years) $ 370,000 $ 370,000 $ - 
Services External Project Manager $ 250,000 $ 250,000 $ - 

Other Vehicles7 $ - $ - $ - 
Other Video Capex $ 92,000 $ 92,000 $ - 

 
Total project cost $ 38,870,000 $ 37,555,229 $ (1,314,771) 8 

 
Alpha Phase: 
 
Subsequent to the revised budget approval, in April 2019, the City Council directed City staff to focus on 
construction of the main fiber network in the public right-of-way in two areas: (1) Southwest area and (2) 
Bedford/Ambassador, as well as installation of fiber drops and home installations to approximately one 
dozen customers (also referred to as “friendlies”). This work was projected to occur over a 5-month time-
frame from June – October 20199 with a budget of $2.3 million (a not-to-exceed budget of $2.4 million 
including a 2% contingency) and is referred to as the “Alpha Phase.” This $2.3 million figure has been 
updated in subsequent staff reports based on other changes, for example: 

- Overhead/Aerial system - approval from the JPO to attach to poles owned by SCE. 
- Agreement/contract with Psomas (executed on April 16, 2019) to provide project management 

services during the Alpha Phase. 
 
During the City Council’s regularly scheduled formal meeting on August 20, 2019, City staff provided an 
update of progress-to-date and outstanding items for the Alpha Phase. A highlight of these items include: 

– City staff are working with SCE to extend expired pole permits and expedite review of requests for 
attachment to suspend fiber optic cables from SCE poles 

– Anticipated Alpha Phase completion date of late November 
o The Southeast area is anticipated to be complete in late October. Crews are currently 

repairing conduit blockages, installing pull boxes/vaults, boring/trenching for new conduit 
and placing microduct and microfiber. 

o SCE has completed most of the reviews for the pole attachments The City has 110 poles 
approved, 9 poles in review and 13 required temporary poles. Staff and the contractor plan 
to use 22 temporary poles. 

o The Bedford/Ambassador area is anticipated to be completed late November 2019. 
 
  

                                                      
7 No longer using vehicles in revised budget. 
8 Decrease in the budget estimates between March 2019 and that of July 2019 do not represent cost savings, rather 
they represent a reduction in scope. 
9 As communicated by the City’s IT Department on October 2, 2019, this timeframe has been modified to a January 
2020 completion. 
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Discussion of a Beta Phase: 
 
During the City Council’s regularly scheduled formal meeting on August 20, 2019, the City Council 
discussed possibilities with City staff for the next phase of the project (i.e., “Beta Phase”) and also with 
future considerations on the FTTP project. Staff noted that a total project cost could not be estimated but 
that expanding the FTTP project into the Triangle would likely cost around $3.5 – $4 million for design and 
construction. 
 
SCE indicated that phasing pole attachment requests for access (RFA) and reviews will be necessary for 
future work and the future pole approvals will have their standard nine-month permit time limit to attach 
before expiration. All remaining poles outside the Alpha Phase area will need to be surveyed, loaded and 
new RFAs would need to be submitted. City staff estimate there are potentially 12-15 aerial phases and 
with pole request phasing, the project may take three to four years to construct. 1,700 poles remain and 
new field surveys and pole loading analysis would cost approximated $850,000. Should the City need to 
reapply for any of the poles (i.e., it is not able to attach during the 9 month permit window), costs incurred 
may reach an additional $450,000 ($265/pole).  
 
For purposes of this project review, Baker Tilly makes any observations related to the “Beta Phase” that 
might provide guidance to the City Council during the future phases of the FTTP project. 
 
Construction bid schedule summary: 
 
A large portion (approximately 35%) of the revised budget and also that of the Alpha Phase budget 
(approximately 61%) is the construction cost associated with the public right-of-way. 
 
During the solicitation process for the City’s Bid No. 16-21 for “Fiber to the Premise - Construction 
Contractor for Fiber Installation and Related Services” (bid invitation notice date of September 9, 2016), 
prospective bidders were requested to complete a bid schedule summary, which represented an estimate 
of both the costs of required materials and labor. As indicated in the original bid solicitation, “the total 
quantities and type of work estimated in the Bid Schedule is representative of the estimated quantities. 
These quantities will be revised by the City to represent actual quantities listed in the final designs for each 
service area of the project.” 
 
H&M’s successful bid as part of Agreement No. 187-17 from May 2017 included a schedule of the unit 
pricing (i.e., labor cost per unit, material cost per unit) to correlate to the estimated quantities from the bid 
schedule. This bid schedule was subsequently amended/updated on a number of occasions to reflect final 
designs/drawings that were being drafted throughout the course of the overall construction process. The 
original bid summary schedule from May 2017 included in the contract is as follows: 
 

Table 7 – Contract Bid Schedule Summary (May 2017) 

Category Total Labor Total Materials Total Bid 
OSP Construction Underground Path 
Creation 

 $       4,184,054   $          613,546   $       4,797,600  

OSP Construction Fiber Cable Placement  $       2,156,100   $            69,500   $       2,225,600  
Technical Services - Patch Panel and 
Splitter Cabinet Installation 

 $             6,923  $                  -     $             6,923  

Technical Services - Splice Closure/NAP 
Prep 

 $          488,843   $          457,118   $          945,961  

Technical Services - Splicing  $          791,845   N/A   $          791,845  
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Category Total Labor Total Materials Total Bid 
Technical Services - Fiber Testing and 
Documentation 

 $          393,400   N/A   $          393,400  

Inventory Management  $          275,223   N/A   $          275,223  
Totals  $       8,296,388   $       1,140,164   $       9,436,552  

 
After H&M amended and updated its bid schedule, the additional labor and material included in the 
additional pricing requests are summarized as follows: 
 

Table 8 – Contract Bid Schedule and H&M Bid Schedule Comparison 

Category Total Labor Total Material Total Bid 
Contract Bid Amount  $           8,296,388   $        1,140,164   $           9,436,551  
H&M Original Bid Items Amount   $           8,296,072   $        1,456,439   $           9,752,510  
H&M Additional Bid Items Amount  $           2,457,257   $             90,383   $           2,547,640  
Addition (Reduction)  $          2,456,941  $           406,658  $          2,863,599 

 
Additional pricing was requested 13 different times, including changes to unit pricing, additional quantities 
of labor and/or materials, and inclusion of sales tax. The summary of the additional pricing requests are 
shown in the following table: 

Table 9 – Additional Requested Pricing since original bid schedule summary 

# Additional Pricing 
Requests 

# Bid 
Items 

Additional 
Cost 

Action 

1 Additional Requested 
Pricing 

25 $2,432,868 Additional 2IN HDPE 13.5 SDR, 12.7/10 
MM HDPE DB, Polymer Concrete, Pole 
Loading Analysis 

2 Additional Requested 
Pricing 07/07/2017 

6 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

3 Additional Requested 
Pricing  08/09/2017 

21 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

4 Additional Requested 
Pricing  10/03/2017 

4 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

5 Additional Requested 
Pricing  10/26/2017 

2 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

6 Additional Requested 
Pricing  11/30/2017 

9 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

7 Additional Requested 
Pricing  12/11/2017 

5 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes. 

8 Additional Requested 
Pricing  12/19/2017 

18 $ - Change in bid item unit pricing, but quantity 
remains 0; therefore, no cost changes 

9 Additional Requested 
Pricing  01/04/2018 

6 $ 2,533 Additional quantities of Splice/NAP Closure 
Prep 

10 Additional Requested 
Pricing  02/19/2018 

14 $ 37,430 Additional quantities of conduit placement, 
pole placement, hardscape restoration, 
splicing 
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# Additional Pricing 
Requests 

# Bid 
Items 

Additional 
Cost 

Action 

11 Additional Requested 
Pricing  04/12/2018 

20 $ 18,148 Additional quantities of micro duct 
placement, restoration, mule tape 
placement, fiber tags, ground rods, splicing, 
temp pole 

12 Additional Requested 
Pricing  10/25/2018 "Flats 
Aerial" 

11 
 
 

$ 56,611 Additional quantities of project 
management, make ready, strand/fiber 
transfer, temp poles removal, tree trimming, 
Arial cable placement 

13 Additional Requested 
Pricing  01/25/2019 

41 $ 50 Additional mitigation for kinking of microduct 
in confined boxes 

Total 182 $2,547,640  
 
Both the original bid schedule and the amended bid schedule included many bid items that did not have 
listed quantities. The summary of those bid items that did not have quantities in the original bid schedule 
and amended bid schedule is as follows: 

Table 10 – Count of Null Quantities 
 

Original # Bid Items Additional # Bid 
Items 

Count of ‘null’ bid items 32 127 

Count of bid items with listed 
quantities 

44 55 

 
The details in the construction bid schedule are of significant interest given that they not only comprise a 
significant component of the overall FTTP project budget but also, because any of the unit price items are 
subject to change per its amendment, Agreement 173-19, dated April 16, 2019. 
 
This information was used to examine three items: 

1. The number of bid item descriptions that do not match between the City’s bid schedule and H&M’s 
bid schedule. 

2. The amount specified on the contract between the City and H&M and also H&M’s bid schedule 
amount for the original budget as well as the additional pricing requests amount. 

3. The existence of variations between the bid schedule in the contract and H&M’s bid schedule. 
 
The information contained within H&M’s amended bid schedule was used to inform the budget schedules 
that Uptown developed; a specific component in updating the overall FTTP project budget was Uptown’s 
cabinet detail10  workbook. The cabinet detail workbook was used by Uptown to populate the bid item 
quantities and H&M’s labor and material pricing estimates for the remainder of the FTTP project for each 
of the cabinets, and corollary overall construction costs. Baker Tilly held walk-throughs with Uptown to 
better understand how the cabinet detail line items (broken down by key tasks) relates to the amended bid 
schedules’ individual bid items. The following tables show a summary of the Alpha Phase estimates for the 
La Cienega and Ambassador/Bedford cabinets by tasks comprising the Alpha Phase. The initial Alpha 

                                                      
10 The cabinet detail refers to the geographic location of the outside street cabinets in which the fiber optic cable 
would run through.  



CITY OF BEVERLY HILLS, CA 
 

FTTP Project Pro Forma, Budget, and Expenditure Review 
 

REVISED BUDGET REVIEW 
 

 

 
Baker Tilly Page 24 January 13, 2020 

Phase cabinet task estimates were prepared sometime in March 2019 and subsequently updated on June 
12, 2019 to reflect updated unit pricing. 

Table 11 – La Cienega Cabinet Tasks Estimates 

La Cienega Cabinet Tasks Estimate (March 
2019) 

Updated 
Estimate (June 

12, 2019) 

Difference 

Boring $ 179,600 $ 134,268 $ (45,332) 
Box Placement $ 81,215 $ 29,935 $ (51,280) 
Microduct Placement $ 24,000 $ 44,771 $ 20,771  
Box Cleanup $ 6,300 $ 9,600 $ 3,300  
Fiber Placement $ 65,610 $ 57,932 $ (7,678) 
Tech Services - Cabinet / NAP $ 54,900 $ 51,637 $ (3,263) 
Tech Services - Splicing $ 58,224 $ 53,077 $ (5,147) 
Tech Services - Testing $ 9,370 $ 9,307 $ (63) 
Contingency $ 45,781 $ 0 $ (45,781) 
Total $ 525,000 $ 390,527 $ (134,473) 

Table 12 – Ambassador/Bedford Cabinet Tasks Estimates 

Ambassador / Bedford Cabinet 
Tasks 

Estimate March 
2019 

Updated 
Estimate (June 

12, 2019) 

Difference 

Make Ready $59,500 $42,500 $ (17,000) 
Tree Trimming $ 12,659 $ 12,659 $ - 
Temp Poles $ 47,340 $ 157,800 $ 110,460 
Grounds $ 8,400 $ 8,400 $ - 
Guard Arms $ 18,312 $ 18,312  $ - 
Place Strand $ 91,554 $ 91,554 $ - 
Fiber Materials $ 22,000 $ 22,000 $ - 
Fiber Lashing $ 32,589 $ 32,589 $ - 
Closure Prep (Bedford Only) $ 15,988 $ 15,988 $ - 
Feeder UG (Bedford Only) $ 27,000 $ 27,000 $ - 
Tech Services (Bedford Only) $ 16,000 $ 16,000 $ - 
Contingency $ 28,658 $ 0 $ (28,658) 
Total $ 380,000 $ 444,802 $ 64,802 

 
The main changes from the updated estimates in June 2019 to that of the original Alpha Phase estimates 
in March 2019 were due to: 

- Changing approaches to boring-related tasks for underground work in the La Cienega cabinet, 
which translated to updates in unit prices (i.e., materials and labor). 

- Increasing the usage of temporary poles for overhead/aerial attachments in the 
Ambassador/Bedford cabinet tasks. 

- Removal of cost contingencies from both cabinet locations. 
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2.2 – Procedures Performed 
 
Baker Tilly performed the following procedures in its review of the City’s revised FTTP project budget. 
 

Table 13 – Procedures performed during the revised FTTP project budget review 

# Procedures 
1 Compared the line item categories descriptions, quantities, and units of the original bid schedule 

provided by the City of Beverly Hills with H&M’s bid schedule. 
2 Aggregated the number of null quantities in the original bid schedule. 
3 Aggregated the number of null quantities in the additional bid item requests. 
4 Compared each line item of H&M’s bid schedule with the bid schedule agreed to in the contract. 
5 Compared the original bid amount listed in the contract with the bid amount listed in H&M’s bid 

schedule. 
6 Compared the amount of the additional bid items on H&M’s bid schedule with the original contract 

bid amount listed on the contract. 
7 Related to the construction bid schedule, organized the cabinet detail by Crew Type and Task and 

mapped with H&M’s amended bid schedule line items wherever possible. 
8 Where line items did not directly relate, used Uptown’s explanations to map cabinet detail line 

items with amended bid schedule line items. 
9 Compared the unit prices between the cabinet detail and the amended bid schedule. 
10 Gathered clarifications and assumptions from Uptown where deviations existed. 
11 Applied assumptions to amended bid schedule and calculated differences between cabinet detail 

unit prices. 
 
Notes/Limitations on procedures performed: 

- Additional requested pricing did not directly reference line items on the original bid schedule, 
meaning that it was not possible to directly attribute unit pricing changes to an original line item. 

- Some unit prices in the contract did not calculate correctly, meaning the contractual and H&M 
original bid schedule do not perfectly tie out. 
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2.3 – Observations and Recommendations11 
 
Baker Tilly makes the following observations and recommendations regarding the revised budget review. 
 

Table 14 – Observations and Recommendations – Revised Budget Review 

# Sub-area Observations Recommendations 
2.1 Overall budget 

review 
It would appear that the requested budget 
increase in March 2019 (i.e., $6.3 million) 
was a result of increased costs for outside 
plant construction, street-to-home 
construction, and in-home installations not 
accounted for and/or well understood in 
the development of the original May 2017 
budget. Per correspondence by the City 
on December 20, 2019, street-to-home 
cost increases were due to issues with 
wages, in-sourced model, and bidding. 
 
Based on review of the Alpha Phase 
construction bid schedules that pertain to 
the outside plant construction component 
of the Alpha Phase budget, some of the 
specific construction tasks and their 
required material/labor estimates (that 
may have previously not been well 
defined during the FTTP project inception) 
appear to have been refined during the 
Alpha Phase. Despite some of these 
clarifications, we have observed instances 
or certain project elements as currently 
executed (as detailed in observations 2.2 
– 2.11) that have made the task of 
defining a total outside construction and 
overall FTTP project budget challenging. 
Some of these observations allude to 
some uncertainty regarding the revised 
budget for full FTTP implementation. We 
also provide observations in 2.12 – 2.15 
for future considerations of the FTTP 
project relating to overall budgeting 
practices.  

Baker Tilly makes 
recommendations to Observations 
2.2 – 2.11 that pertain to specific 
instances resulting from our review 
procedures that indicate where 
existing practices or approaches 
can be enhanced. 
 
Further, observations 2.12 – 2.15 
are accompanied by 
recommendations that would aid 
the City in having better 
transparency into the project 
budgeting and phases of the 
project. 

2.2 Construction 
bid schedule 

review 

Regarding review of the Alpha Phase 
construction bid schedule costs, the 
cabinet detail does not directly relate to 
H&M’s amended bid schedule. It is not 

Baker Tilly recommends that line 
item descriptions are consistent 
throughout various documentation 
and budgeting to easily understand 

                                                      
11 All observations reflect review of information made available up until the time of the original draft report issuance 
on September 13, 2019. 
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# Sub-area Observations Recommendations 
readily apparent in the cabinet detail 
where H&M line items tie out, as line item 
descriptions do not match in most cases. 
Unit prices occasionally match, but there 
is not a direct tie from the cabinet detail 
and amended bid schedule without further 
explanation and inclusion of assumptions.  

how one budget document was 
derived from a previous document, 
as well as to understand the 
evolution of unit pricing of a given 
line item. 

2.3 Construction 
bid schedule 

review 

Regarding review of the Alpha Phase 
construction bid schedule costs, the 
cabinet detail does not include the data’s 
underlying assumptions. In order to 
understand how various unit prices were 
derived in the cabinet detail, it is 
necessary to obtain further explanation 
external to the worksheet. 

Baker Tilly recommends including 
all assumptions in the cabinet detail 
data included in the worksheet, 
whether in corresponding columns, 
written explanations, or otherwise. 
This increases the visibility for all 
parties into the rationale for 
calculations and unit pricing. 

2.4 Construction 
bid schedule 

review 

Regarding review of the Alpha Phase 
construction bid schedule costs, there are 
six instances in which the unit prices on 
the cabinet detail vary from the bid 
schedule, in which a field engineer 
incorrectly input the unit price as noted by 
Uptown. 

Baker Tilly recommends a review of 
unit prices after a field engineer 
inputs these into a workbook in 
order to mitigate the risk of incorrect 
unit prices used in budget 
calculations. 

2.5 Construction 
bid schedule 

review 

10 line item descriptions did not match 
between the bid schedule on the City’s 
and H&M’s contract and H&M’s bid 
schedule. 

Baker Tilly recommends updating 
the line item descriptions in an 
amended contract when deviations 
in used materials are necessary, or 
request edits to H&M’s bid schedule 
in the case of error in H&M’s 
records. This is to maintain 
consistent records of agreed upon 
labor and materials. 

2.6 Construction 
bid schedule 

review 

Of the original bid items (prior to 
necessary additional requests for more 
materials), 32 out of 76 line item 
quantities (or 42%) did not have 
associated quantities. Of the additional 
bid items, 127 out of 182 line item 
quantities (or 70%) were not reported. 
This could signify an unclear scope from 
the outset of the project regarding the 
materials necessary to complete the 
FTTP program. 

Baker Tilly recommends having a 
clear understanding of the 
necessary labor and materials for 
any further stages of the project in 
order to avoid additional expenses 
using broader unit pricing based on 
previous public works projects (i.e., 
cost per overhead or underground 
unit of distance). 

2.7 Construction 
bid schedule 

review 

There were six instances in which the bid 
schedule on the contract contained 
miscalculations of the product of 
quantities and labor unit prices. 

Baker Tilly recommends ensuring 
that all contracts are reviewed in a 
quality assurance process prior to 
finalization in order to catch 
miscalculations of financials. 
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# Sub-area Observations Recommendations 
2.8 Construction 

bid schedule 
review 

There were 29 instances in which H&M’s 
bid schedule contained variances in 
material unit prices from the contract bid 
schedule. 

Baker Tilly recommends that 
variances in unit prices for all line 
item variances are reviewed for 
reasonableness. 

2.9 Construction 
bid schedule 

review 

H&M’s bid schedule (not including the 
additional pricing) for total labor and 
materials was approximately $400,000 
greater than the amount listed on the 
contract. Including H&M’s additional 
pricing, there was a total difference 
(addition) of $2.8 million from the original 
contract amount. See Table 7 for details. 

Baker Tilly recommends scoping 
future project phases with detailed 
understanding or anticipation of 
labor and materials. Beginning all 
phases with completed engineering 
designs/drawings will aid in this 
process.  

2.10 Budgeting Baker Tilly observed that there was no 
detailed budget schedule. 

Baker Tilly recommends creating 
and maintaining a detailed 
budgeting schedule with thorough 
tracking and documentation of 
changes. See Appendix C for an 
illustration. 

2.11 Contract unit 
pricing terms 

Due to the unit pricing and structure of the 
amended H&M contract, the project 
budget is subject to change as unit prices 
are variable. 

Baker Tilly recommends pricing to 
include broader categories in order 
to maintain control of variability in 
unit pricing. 

2.12 Future 
considerations 

Baker Tilly observed a lack of oversight in 
the budgeting process outside of Uptown. 

Baker Tilly recommends including 
third party oversight for large 
initiatives in order to ensure that 
revisions to budgets are both 
accurate and reasonable. 

2.13 Future 
considerations 

Prior to transitioning the project to the 
Public Works Department, the IT 
Department and Uptown Services 
reviewed and approved all construction 
invoices, but there was not a dedicated 
City field inspector or third party to inspect 
work completion to what was invoiced. 
Review of invoices is currently conducted 
by in-field project managers (Psomas) 
with final approval by Public Works. 

For continuation of the FTTP project 
beyond the Alpha Phase, we 
recommend that the City continue 
to utilize a third party or City field 
inspector to have direct oversight of 
work completed in the field to 
properly verify invoices with final 
approval from the Public Works 
Department. 

2.14 Future 
considerations 

The City is continuing to develop the 
construction designs as the project 
progresses. Standard practice for 
construction projects to control cost 
deviations is to identify cost savings 
during the planning and design phase 
then transitioning to the construction 
phase with fully developed construction 
designs to mitigate construction delays. 

We recommend that the City 
prioritize development and 
completion of all project engineering 
designs beyond the Alpha Phase as 
cost containment mechanisms for 
better controlling construction costs 
and delays. 

2.15 Future 
considerations 

Uptown is jointly using a calculation of 
ongoing invoices and updates to the pro 

For ongoing budget management, 
we recommend that the City identify 
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# Sub-area Observations Recommendations 
forma to record the project budget. 
Budget values for contractors are 
recorded in aggregate amounts but 
without consideration to the various 
milestones or expenditures. 

milestone completion points with 
associated costs to track progress 
toward completion. Additionally, we 
recommend that the City utilize job 
accounts, or at minimum header 
accounts with line items devoted to 
each contributing cost, to track 
budget to actual throughout the 
project. Within each cost amount, 
information related to material 
quantities and labor inputs should 
be tracked to monitor actual versus 
expected expenditures. 

 
 
Given the scope of Baker Tilly’s review was primarily based on information made available up until the 
time of the original draft report issuance on September 13, 2019, the City staff has begun to address 
some of Baker Tilly’s observations and recommendations after the completion of the review. Those 
updates to the City’s management of the FTTP project are included in the following table. 
 

Table 15 - Additional Updates after issuance of original draft report on September 13, 2019 

Date Update 
Received 

Observ.# Update 

10/10/2019 2.2, 2.5, 
2.7, 2.8 

The City now maintains the final bid spreadsheet with all final bid items 
and prices on Procor, the management system.  

10/10/2019 2.3, 2.4, 
2.6, 2.9 

Bid Schedule scope issues are being addressed with improved design 
and construction call outs to specific bid items. 

10/10/2019 2.10 The City is developing a budget estimate for the completion of the 
project. 

10/10/2019 2.14 The City will have a completed project engineering design for the 
Triangle to better control costs. 
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3 – REVIEW OF PROGRAM EXPENDITURES TO DATE 
3.1 – Overview and Process 
 
The program expenditures to date reflect spending by outside vendors working on the FTTP project. 
Tracking invoiced expenditures in accordance with both contract terms and project milestones are key 
elements for controls related to capital projects. 
 
Invoices 
 
Total FTTP spending as of June 11, 2019 listed by vendor is shown as follows. 
 

Table 16 – Spending by Vendor through June 11, 2019 

Vendor Name Amount Spent 

ALIANZA, INC.  $                   40  
AMAZON.COM SERVICES  $                   92  
AUREON CONTACT  $              2,500  
CALIFORNIA PUBLIC  $              2,000  
CALIX, INC.  $          687,650  
CDW GOVERNMENT INC  $            70,211  
COGENT COMMUNICATION  $            71,334  
GRAYBAR ELECTRIC COM  $          395,964  
GREAT LAKES DATA  $          101,590  
HENKELS & MCCOY INC.  $       4,367,969  
MAUREEN CROW  $            13,200  
MYRIAD SUPPLY COMPAN  $          353,108  
NATIONAL CABLE TELEV  $              8,000  
OPTIV SECURITY INC.  $            58,077  
PACIFIC COAST CABLIN  $            26,630  
REGISTRAR-RECORDER/C  $                   75  
SOUTHERN CALIFORNIA  $          153,060  
THERMO BOND BUILDING  $       1,582,118  
UPTOWN SERVICES, LLC  $       1,943,096  
WEST COAST ARBORISTS  $              4,000  
TOTAL  $       9,840,713 

 
 
Overall spending can also be viewed on a monthly trajectory since 2017 in the figure on the following 
page. 
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Figure 3 - Monthly FTTP project invoices since 2017 (by invoice date) 

 
 
 
The largest value of collective invoice received from vendors occurred in April 2018 of nearly $2.2 million, which included costs for: Thermobond hut and 
node construction, outside plant construction services, fiber optic electrical equipment, pole use lease, cabinet panels, fiber network services, and other 
hardware/software equipment.  
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In order to understand whether project spending to date for contracted services were reasonable, Baker 
Tilly completed a review of invoices from these vendors. Baker Tilly sampled and reviewed invoices from 
the five largest vendors (comprising over 90% of expenditures to date) to determine if the invoices 
complied align with the details and contractual agreements between the various vendors and the City of 
Beverly Hills.  The following table shows a listing of the invoices sampled from the five largest vendors 
(i.e., Uptown, Thermo Bond, Henkels & McCoy, Graybar and Calix) that were reviewed. Invoices were 
selected across different time periods since the FTTP project inception in 2017. 
 

Table 17 – Sampled Invoices 

Vendor Invoice Name 
Invoice 
Amount 

Invoice 
Date Relevant Contract 

Uptown 

Uptown 1915 $82,192.00 4/1/2019 
Uptown Services (189-17) and 
amendments 

Uptown 1858 $11,694.72 10/4/2018 
Uptown Services (189-17) and 
amendments 

Uptown 1754 $76,304.50 11/8/2017 
Uptown Services (189-17) and 
amendments 

Thermo 
Bond 

Thermo Bond 1609-
505-7 $369,410.38 9/11/2018 Thermo Bond Builders (188-17) 
Thermo Bond 1609-
505-5 $687,464.30 4/13/2018 Thermo Bond Builders (188-17) 
Thermo Bond 1609-
505 $217,531.80 2/5/2019 Thermo Bond Builders (188-17) 

H&M 

H & M BHFBR-
I1016 $8,445.88 3/12/2019 

Henkels & McCoy (187-17) and 
amendments 

H & M BHFBR-
I1006 $769,512.55 7/5/2018 

Henkels & McCoy (187-17) and 
amendments 

H & M BHFBR-
I1018 $8,915.10 5/7/2019 

Henkels & McCoy (187-17) and 
amendments 

Graybar 

Graybar 
9309375249 $3,500.45 4/1/2019 Graybar (487-17) 
Graybar 
9303615714 $66,333.33 4/19/2018 Graybar (487-17) 

Calix 
Calix 1358161 $50,778.44 6/25/2018 Calix, Inc. (192-17) and amendments 
Calix 1358042 $91,388.62 6/25/2018 Calix, Inc. (192-17) and amendments 
Calix 1346944 $160,144.21 5/15/2018 Calix, Inc. (192-17) and amendments 

 
The details in these invoices were reviewed by the Baker Tilly team in light of the contract terms and 
agreements that apply to the invoice in question. Any deviations from the contract terms are indications of 
the potential risk of overpayment or inefficiencies. In other words, deviations from the contract terms in 
vendor invoices determine whether expenditures to date are reasonable. 
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3.2 – Procedures Performed 
 
In order to ensure that the City of Beverly Hills’ FTTP program expenditures to date were reasonable and 
within expected parameters, Baker Tilly reviewed a sampling of invoices from the largest vendors. Baker 
Tilly compared each invoice with the vendors’ contracts and relevant amendments to determine if invoices 
follow the contract terms. Baker Tilly performed the following procedures in its review of the program 
expenditures to date. 
 

Table 18 – Procedures performed during review of the program expenditures to date 

# Procedures 
1 Obtained a population of all invoices pertaining the FTTP program initiative since inception 

through June 11, 2019. 
2 Selected a sample of contractor invoices from the five largest vendors from invoice population 

listing of all spending with vendors. 
3 Reviewed the contract terms, including relevant amendments, for five largest vendors. 
4 Reviewed unit pricing for applicable invoices with the unit pricing included in contract terms to 

ensure prices are proper. 
5 Reviewed descriptions in the invoice line items with the descriptions in the contract terms to 

ensure matching line item descriptions (where applicable). 
6 Reviewed invoices for supporting documentation to understand context and ensure consistency. 
7 Reviewed invoices for approval, including signatures of approvers. 
8 Documented observations and corresponding recommendations. 

 
Notes/Limitations on procedures performed: 

- Some invoices did not include descriptions or may have been faded in the original copy. 
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3.3 – Observations and Recommendations12 
 
Baker Tilly makes the following observations and recommendations regarding the program expenditures 
to date. 

Table 19 – Observations and Recommendations – Review of program expenditures to date 

# Sub-area Observations Recommendations 
3.1 Contract 

Inspection 
The sales tax on two of Thermo 
Bond’s invoices (1609-505-7 and 
1609-505-5) are labeled as “Sales 
Tax @ 0.00%” in the total invoice 
summations, while still carrying a 
total dollar amount of the proper 
9.5% sales tax on taxable materials, 
showing a mislabeling of the true 
sales tax percentage. 

Baker Tilly recommends 
reviewing invoices for mistypes 
and general errors. When 
mistypes/errors are found, Baker 
Tilly recommends requesting that 
the invoices are edited prior to 
payment. Additionally, Baker Tilly 
recommends bifurcating taxable 
and non-taxable materials in the 
total invoice summations. 

3.2 Contract 
Inspection 

Six invoices did not include 
supporting documentation (i.e., 
contextual emails, additional 
receipts, etc.). 

Baker Tilly recommends including 
additional documentation with 
invoices whenever possible to 
include support of invoice 
amounts. 

3.3 
 

Contract 
Inspection 

One invoice (1346944) from Calix 
indicated a different Product ID in 
the invoice than the contract line 
item with an identical line item 
description.  

Baker Tilly recommends that 
mismatching line item numbers 
are reconciled, either with edits to 
the invoice or to the contract 
terms. If updates have been made 
in the vendor’s system that 
caused the discrepancy, note of 
the reconciliation should be made 
on the invoice. 

3.4 Future 
consideration: 

Process 
improvement – 
invoice review 

Baker Tilly noted that prior to Public 
Works assuming project 
management oversight of the 
construction, while review of 
invoices followed a formalized 
invoice approval process, no 
approver was designated to review 
the invoice for appropriateness, 
validation of hours or tying the 
invoice back to the contracted 
values. 

Baker Tilly recommends the City 
clarify the roles and 
responsibilities of each approver 
and designate an individual to 
review the invoice for 
appropriateness, validation of 
hours or tying the invoice back to 
the contracted values. 

 

                                                      
12 All observations reflect review of information made available up until the time of the original draft report issuance 
on September 13, 2019. 
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APPENDIX A – INTERVIEW LIST 
In the course of this assessment, Baker Tilly met with the individuals listed below that represent key stake 
holders within the City, primary contractors, and partners.  
 

– City Auditor, City of Beverly Hills 
– Chief Information Officer, City of Beverly Hills  
– Assistant Chief Information Officer, City of Beverly Hills 
– Management Analyst, City of Beverly Hills 
– Director of Public Works, City of Beverly Hills 
– City Engineer, City of Beverly Hills 
– Project Manager, City of Beverly Hills 
– Project Managers, Henkels & McCoy 
– Principals, Uptown Services LLC 
– Consultants, Psomas 
– Representatives, Southern California Edison 
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APPENDIX B – DOCUMENTS REVIEWED 
Baker Tilly reviewed the following documents as part of the FTTP pro forma, budget and expenditure review. 
Documents were provided by the City of Beverly Hills and third party stakeholders and are presented in 
alphabetical order of document name. The document titles of confidential information reviewed is not listed. 
 

Documents Reviewed 
Alpha Budget to Council 061219 H & M BHFBR-I1006 
Aureon Contact Center (190-17) H & M BHFBR-I1018.pdf 
Beverly Hills City Council - FTTP Initiative 08-20-2019 H & M BHFBR-I1019.pdf 
Beverly Hills Drop Project Calculator (Turn Around March 2019 
Bid) 

H & M BHFBR-I1020.pdf 

BH FTTP Report Nov 2015 Update Henkels & McCoy (173-19) Amend 1 
BH Master Bid Schedule 08012019 Henkels & McCoy (187-17) 
Bid #16-21 HENKELS I1000 (RETENTION PAYMENT).pdf 
Bid #16-21 - Addendum #1 (9-16-16) HENKELS I1001 (RETENTION PAYMENT).pdf 
Bid #16-21 - Addendum #2 HENKELS I1003 (RETENTION PAYMENT).pdf 
Bid #16-21 - Addendum #3 HENKELS I1007 (RETENTION PAYMENT).pdf 
Bid #16-21 - Addendum #4 Initiation of Review of FTTP Project 
Bid #16-21 - Addendum #5 (10-5-16) Invoice request list 8.9.19 
Bid #16-21 Images Optiv (83-18) (FTTP – Infoblox) 
Bid #16-21 Master Bid Schedule Pro Forma IvTbl Tab Inputs - July 2019 
Bid #16-21 Master Bid Schedule (Excel) Pro Forma IvTbl Tab Inputs - July 2019 
Calix 11-19 (AXOS) Psomas (177-19) 
Calix 1346944 Revised budget 4-2-19 
Calix 1358042 RFP documents 
Calix 1358161 Southern California Edison (193-17) 
Calix, Inc. (192-17) Thermo Bond 1609-505 
COGENT (386-17) Thermo Bond 1609-505-5 
Copy of Questions for Uptown – Cabinet Detail vs. Bid 
Schedule (0004) NVS 

Thermo Bond 1609-505-7 

FTT BPO report (4-23-19) Thermo Bond Buildings (188-17) 
FTTP Closed Session Memo 3-19-19 Timeline - Documents 
FTTP Feasibility Study Triple Play Pro Forma FINAL FOR COUNCIL 
FTTP Pro Forma March 18 2019 Turn Around Communications (174-19) Home Install FTTP 
FTTP spending at a glance (6-11-19) Update on the Fiber to the Premise (FTTP) 
Graybar (487-17) Uptown 1754 
Graybar 9303615714 Uptown 1858 
Graybar 9309375249 Uptown 1915 
Great Lakes Data Systems (191-17) Uptown Audit Budget Summary 072619 
Great Lakes Data Systems Broadhub (195-17) Uptown Services (184-17) Amend 2 
Great Lakes Data Systems Supercontroller (196-17) Uptown Services (189-17) 
H & M BHFBR-I1016 Uptown Services (435-15) 
H & M BHFBR-I1017 MARCH 2019.pdf Uptown Services (50-16) Amend 1 

https://us.huddle.com/user/id/647423
https://us.huddle.com/user/id/647423
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APPENDIX C – SAMPLE ILLUSTRATION – BUDGET 
TRACKING AND SCHEDULING 
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