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1.0 INTRODUCTION 

1.1 Background 

Independence Power and Light (IPL) has deployed a fiber optic network and related infrastructure, with 

the initial purpose to provide mission critical data communications among the IPL electric utility 

facilities.  In addition to its use for the electric utility, the network now serves select City of Independence 

(City) buildings and the Independence School District facilities with data services.   

The fiber optic infrastructure has the capacity to provide additional services and benefit to IPL and the 

City.  The School District has expressed interest in receiving additional value-added services that the IPL 

fiber optic network, as it is currently configured, cannot provide.  Additionally, other network and service 

providers have contacted IPL to discuss possible partnerships and other arrangements regarding the 

existing fiber optic network. 

IPL is interested in developing a plan to assist IPL and City management in making strategic decisions 

that are aligned with intended goals and objectives for the fiber/communications network.  To assist, IPL 

formed a cross functional project team that included both IPL and City participants, representing areas 

such as management, operations, finance, and IT.  Burns & McDonnell was retained to develop a Phase 1 

Business Plan for IPL’s fiber optic network. 

1.2 Project Approach 

Burns & McDonnell has facilitated a business planning process that included a project kick-off and three 

key workshops with City staff and the Burns & McDonnell project team.  This planning process is 

considered a “discovery process” with the intention of developing consensus within IPL for the desired 

strategic direction to take with regard to its fiber optic infrastructure.  This effort represents a significant 

first step for IPL fiber optic business planning and is considered an initial (or Phase 1) effort.  Subsequent 

analysis is intended to refine the strategies to a more tactical and actionable level of detail. 

Deliverables of the Phase 1 effort, as initially defined, include the following: 

 The mission and vision associated with the fiber/communications network 

 Relative strength, weaknesses, opportunities and threats of current service 

 Strategic goals for consideration, including 

o What service offerings should be developed and provisioned? 

o Options for how the services may be supported by IPL (organization, methods & controls, 

etc.) 
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o Are partnerships with other vendors or providers advantageous to IPL and the City? 

 High-level infrastructure planning, to support existing and enable new potential service offerings 

 High-level business planning, to illustrate the financial impact of strategic choices 

 A report documenting the process, deliverables, and recommendations 

Over about a three month timeframe, a project kick-off meeting and a series of three workshops were 

conducted with the IPL and City Technology Services staff and Burns & McDonnell project team.  

Supplementing these workshops, Burns & McDonnell conducted interviews with key stakeholders and 

met with members of the project team to achieve project goals.  The workshops were generally structured 

as follows: 

1. Strategic Visioning 

2. Strategic Choices / Product Planning 

3. Financial Feasibility 

This report is organized into sections devoted to each major workshop in the planning process.  

Recommended next steps are included as a fourth and concluding section of this Phase 1 Report. 

1.3 Initiative Values and Guiding Principles 

The team defined the purpose of this effort as the development of a strategic vision and high level 

business plan for the fiber optic network.  Additionally, the team discussed measures of success for the 

planning effort, which included the following. 

 Create Value.  Value in the context of this effort refers to IPL and an increased return on the fiber 

optic assets.  Additionally, it also refers to value to the City and the Independence community, 

which may be supported through competitive data services pricing, increased service and 

capabilities, or other factors. 

 Support Economic Development.  A robust and readily available fiber optic network creates an 

opportunity to promote business development and job growth within the Independence 

community. 

 Define a Path.  IPL wants a strategic direction that is ultimately understandable, implementable, 

minimizes risk, and creates an understanding within the City regarding the direction it is headed 

with its fiber optic assets. 
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2.0 STRATEGIC VISIONING 

2.1 Mission and Vision Statement Development 

Since the deployment of its fiber optic infrastructure, IPL has fielded inquiries from many parties 

regarding what it may do next with those assets.  As a part of this planning process, Mission and Vision 

Statements have been developed to help shape future strategies and tactics.  This effort began with 

recognition of some elements of good mission and vision statements. 

2.1.1 Characteristics of Good Mission and Vision Statements 

Generally speaking, good mission statements succinctly describe the current organization, and share the 

following characteristics: 

 Brevity: Typically one sentence 

 Focus: Defines why your business exists 

 Directed to: Stakeholders (employees, customers, partners, etc.) 

Simply put, mission statements represent a definition of your business today at its most basic level.  

Vision statements summarize the goals and aspirations of the organization.  Vision statements are 

typically externally or market oriented.  Generally speaking, good vision statements share the following 

characteristics: 

 Measurable success indicator 

 Niche of firm 

 Time bound 

2.1.2 Mission and Vision Statement Examples 

Some examples of mission and vision statements were discussed during the planning process.  Several 

companies had been identified as potential entities that could impact or interact with the IPL fiber optic 

network.  Available mission and vision statements were researched for each entity.  It should be noted 

that some companies combined mission and vision statements, while some readily displayed one but not 

the other.  Most companies did not offer any timeframes within their statements.  The different 

approaches these companies use to structure mission and vision statements are informative on its own. 
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Today, our mission is to connect people with their world, everywhere they live and work, and do it better 

than anyone else. 

 

Our vision is to be the core of the networked world. Our mission is to combine 

innovative people, processes and technologies to move information as efficiently as possible. 

 

To organize the world’s information and make it universally accessible and useful. 

 

Bluebird Network will develop broadband communication in rural and underserved communities by 

building new fiber routes and expanding and linking existing ones throughout the Midwest. 

Note: Bluebird Networks described their business in a handful of ways on their website but did not 

definitively state their mission or vision.  What is shown is one of the ways in which they described the 

firm. 

 

The mission of the Ashland Fiber Network (AFN) is to provide Ashland with a public 

telecommunications utility that creates opportunities and enables our citizens, businesses, and municipal 

government to thrive as a connected community. 

The City of Ashland, Oregon has deployed a fairly robust offering of services over its fiber optic network.  

AFN offers wired and wireless internet access, and cable TV, primarily through partnerships.  Although 

this city is located in a different region of the United States, they serve as another example of what a 

municipality has done with its fiber optic infrastructure. 

 

To provide reliable and affordable electric energy services in a customer-oriented and 

environmentally-responsible manner, while participating organizationally and individually in the growth 

and enhancement of the community we serve. 
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2.1.3 Preliminary Mission and Vision Statements 

Several questions were considered to help frame in the mission statement for IPL’s fiber optic network.  

These questions included: 

 Why does the fiber network exist? 

 Who do we serve? 

 What customer problems do we solve? 

 How do we provide services? 

 Why do customers choose us? 

As these questions were discussed, concepts for use in the fiber optic network mission statement were 

noted on a whiteboard.  These concepts were then refined into a mission statement as follows: 

Mission 

IPL’s Fiber Optic Network 

provides robust and responsive communications infrastructure 

that enhances electric system reliability 

and enables community growth. 

 

One of the primary reasons the fiber optic network was implemented related to the need for reliable and 

responsive data infrastructure to support IPL’s mission critical operations.  Currently this network is 

serving that purpose and has also similarly supported the Independence School District and other City 

buildings.  Additional refinement of the mission statement will be considered in Phase 2 of this business 

planning effort. 

Vision statements were discussed during the course of the project.  The following vision statement has 

been developed to reflect IPL’s values related to fiber optic infrastructure. 

Vision 

IPL’s Fiber Optic Network 

will prudently enable enhanced data services 

that create opportunities and help Independence thrive 

as a connected community. 

 

The concept of “prudently” enabling new data services is included to acknowledge that IPL will be 

measured and diligent in choosing how it will go forward with its fiber optic infrastructure.  Enabling data 

services could be accomplished either through internal resources or through partnerships with other 

providers.  The enhanced data services themselves will be further defined as strategic choices are 

identified and vetted.  No decision at this point has been made about the types of customers that would be 

served through new data services, although priorities are likely to center on large bandwidth customers, at 
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least initially.Additional refinement of the vision statement will be considered in Phase 2 of this business 

planning effort. 

The concept of leveraging the IPL fiber optic infrastructure to assist in the growth and vitality of the 

Independence community also resonated with the team.  Having a robust metropolitan network could 

enable high bandwidth data services to be used as a tool to attract or retain businesses and promote job 

growth within Independence. 

2.2 IPL Fiber Optic Network Stakeholders 

The existing Fiber Optic Network has a broad range of stakeholders, as identified in Figure 2.1.  

Stakeholders included a wide variety of organizations, from IPL employees, to Independence community 

leaders and decision–makers, to customers, among others.   

Figure 2.1 IPL Fiber Optic Network Stakeholders 

 

As the mission and vision for IPL’s fiber optic network is refined, it is important to consider what the 

various stakeholders and constituents may want or need from the network today and in the future.  The 

project team discussed their own perceptions regarding the priorities of various stakeholder groups.  The 
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Burns & McDonnell staff interviewed representatives of some groups in an effort to understand how the 

stakeholders viewed the fiber optic network today and what their expectations may be for future use and 

operation.  Table 2.1 provides a list of individuals interviewed for the study.  The KC NAP interview was 

conducted in collaboration with representatives from IPL.  The other interviews were conducted 

independently by Burns & McDonnell. 

Table 2.1 Interviews Completed 

External Stakeholder Group Represented 

Dr. Gloria Stephenson Independence School District 

Tom Lesnak Independence Council for Economic Development  

Technology Steering Committee Various City of Independence Departments 

Graeme Gibson 

Larry Allen 
KC NAP 

Todd Murren City of Springfield, MO (SpringNet) 

Chuck Bryant City of Carthage, MO Water and Electric Plant 

 

Several themes were notable as likely areas of interest for the various stakeholders.  These areas of 

interest include: 

 Increased utilization of the fiber optic network, and increased return on that investment. 

 Expanded service offerings, supported by the ability to offer service level agreements, along with 

other characteristics such as 

o High bandwidth 

o Access to the internet 

o Security 

o Reliability 

 Appropriate management of risk, especially as it relates to increased investment and the 

development of partnerships to increase services. 
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 An appreciation for the prevailing economic conditions, and the reality that adding additional 

personnel within IPL is difficult at this time. 

 If additional resources (personnel or investment) were required, a clear articulation of the benefits 

is key to securing support. 

 The opportunity to enhance community growth by attracting or retaining businesses was 

identified as a critical benefit to be derived from expanding the capabilities of the existing fiber 

optic infrastructure. 

2.3 Analysis of Strengths, Weaknesses, Opportunities, and Threats 

The analysis of Strengths, Weaknesses, 

Opportunities, and Threats (SWOT) 

includes the identification of factors 

that influence the strategic direction of 

the fiber optic network.  SWOT results 

are usually organized in a matrix as 

shown on the right.  Strengths and 

weaknesses are typically considered to 

be internal factors, while opportunities 

and threats are often considered 

external or environmental in nature.  It is possible a factor couldbe observed in more than one quadrant of 

the matrix.  For instance, partnerships with certain regional entities could represent an opportunity to 

expand services, and yet could also be a threat if it enables a potential competitor within the City limits. 

Brainstorming was conducted for one quadrant at a time, starting with strengths.  At the conclusion of 

each brainstorming exercise, members of the team voted on the four factors they felt were the most 

important, in effect prioritizing the factors.  The SWOT analysis matrix in Figure 2.2 shows all the 

brainstormed factors, sorted by the total votes indicated for each factor.  The most significant factors for 

each quadrant are discussed in greater depth below. 

As strategies are developed, consideration should be given to how these strategies align with IPL’s 

SWOT analysis.  Specifically, identifying how the strategies help maximize strengths, minimize 

weaknesses, and appropriately address opportunities and threats.  Such considerations are anticipated as 

part of Phase 2 for this effort. 
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Figure 2.2 SWOT Analysis - Prioritized Results 

2.3.1 Strengths 

One of the key strengths of the existing IPL fiber optic network is its flexibility and capacity to do more.  

The network could be used to achieve cost savings on data services, or to potentially increase revenues 

through growth in customers, or to offer expanded services, among others.  IPL also felt its relationship 

with customers and stakeholders was strong.  The design of the existing infrastructure was also 

recognized as a strength, manifested through the priority placed on redundancy, coverage of the service 

area, and overall reliability. 

2.3.2 Weaknesses 

The primary weakness was related to the depth of knowledgeable resources and the perceived limitation 

in adding personnel in the current economic environment.  As an organization, IPL staff such as linemen 

and radio shop personnel has been receptive to cross training initiatives that enable them to support the 

current fiber optic network.  The extent to which current FTE can support future fiber optic services may 

be limited depending on the nature of the offering.  Additionally, the existing network is still relatively 

new, and when compared to the electric utility, appears lacking in its documentation of policies and 
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procedures and maintenance requirements.  Finally, it was acknowledged that IPL’s culture is considered 

to be fairly conservative and risk averse, which is common in municipal utilities.  However, this cultural 

tendency could clash to an extent with the organizational culture of potential telecommunications 

partners, which are likely to be more risk-tolerant and aggressive. 

2.3.3 Opportunities 

Opportunities and threats are considered more from the external, market facing point of view.  The most 

significant opportunities the fiber optic network represented included the potential to attract new 

businesses and contribute to the growth of the Independence community.  IPL also recognized the ability 

to partner with other network providers as an additional opportunity.  Depending on the strategies selected 

for the fiber optic network, the team felt there could be a chance to gain efficiencies across City 

departments as well. 

2.3.4 Threats 

The most significant threats perceived with the fiber optic network relate to strength of competitors, both 

in terms of the financial resources of the competitors and their lobbying influence within the state.  

Additionally, the telecommunications industry in general is dynamic and has changed extensively in 

recent history.  Telecommunications competitors tend to have aggressive and entrepreneurial cultures and 

relatively nimble decision-making processes.  These characteristics may prove challenging to the culture 

and processes of most electric utilities and municipalgovernments, which areoften conservative in nature, 

measured in approach, and engaged with a wider array of stakeholders.  Finally, some potential partners 

in delivering new services over the IPL fiber optic network could also represent competitors, and the 

complexity of navigating such relationships was also deemed a threat. 
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3.0 STRATEGIC CHOICES 

3.1 Current Customers and Services 

Currently IPL provides fiber optic services to three entities: the IPL electric utility, certain City municipal 

buildings, and schools within the Independence School District.  There is significant capacity within the 

network that is not being used by the current customer set.  The table below highlights the services and 

relationships among these entities. 

Organization Services Contributed Services Received 

IPL Network engineering & 

installation 

Monitoring 

Billing 

Planning 

Data communication services 

City of Independence Limited IT Support 

Some Shared Fiber Plant 

Data communication services 

Independence Schools Monitoring and switching 

support 

Lit Fiber Services 

 

The IPL fiber optic network as it is currently engineered is completely private, meaning the network is not 

physically interconnected with other networks through what is commonly called peering points.  The 

benefit of this architecture is that it is highly secure.  The only traffic the IPL network carries is that of its 

own customers.  A disadvantage to this architecture is that it does not allow access to the internet, and 

therefore internet-related services.   

The ability to provide internet services is an important component of a data service offering.  Most 

commercial organizations require some level of internet access to enable web-based software to operate, 

to allow access to corporate intranet sites, and to allow access to the internet itself.  The lack of internet 

service means a third party telecommunications provider must be retained by the City and the Schools to 

meet that need.  Additionally, the lack of network interconnection to the internet and national carrier 

networks puts significant constraints on the marketability of the current services to most commercial and 

industrial enterprises. 

Simply put, the current network capabilities provide a valuable and critical service to the current customer 

set, but the service is niche-oriented and not likely to be commercially appealing.Said differently, the 

current capabilities will be most appealing to customers with multiple connections needing to share data 
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within Independence city limits.  Most commercial customers will require internet capabilities in their 

data communications services. 

3.2 Strategic Options 

Figure 3.1 illustrates the strategic choices that IPL may elect to pursue as it expands the capabilities of its 

fiber optic network.  Areas of the diagram are delineated with dotted lines and letter labels to highlight 

specific options, some of which are dependent upon each other.  These options include: 

Option A:  Status Quo 

Option B:  Interconnect with Other Networks 

Option C:  Offer Internet Service Provider (ISP) Services 

Option D1:  Offer Dark Fiber Services 

Option D2:  Offer Lit Fiber Services  

3.2.1 Option A: Status Quo 

This option essentially maintains the status quo offerings and customers.  It is possible new customer 

additions will be realized as additional schools are constructed or additional City buildings are connected.  

However, the long term prognosis for significant growth is considered to be relatively low. 

Benefits associated with maintaining the status quo include: 

 A business model that is serving the needs of existing customers.   

 Trained staff to provide regular maintenance and addition of new connections. 

 Improving monitoring services, offered through a 3rd party. 

 Emergency restoration services available on-call through 3rd party providers. 

 Proposed pricing for City connections at a substantial discount to current market. 

 Limited additional investment of IPL capital. 

Risks involved in the status quo strategy include: 

 Limited growth potential for new customer connections. 

 School pricing contracts that contain reduced rates starting in 2015, as reimbursement for 

construction costs concludes. 

 City pricing has been proposed but is not yet implemented. 

 Relatively few staff with telecom expertise. 

 Limited opportunity to enhance the growth or connectivity of the Independence community. 

 Limited opportunity to increase IPL fiber optic network utilization or return on investment. 



Phase 1 Fiber Optic Business Plan  Strategic Choices 

Independence Power & Light 3.3 Burns & McDonnell 

Figure 3.1 Strategic Choices 

 

3.2.2 Option B: Interconnect with Other Networks 

This option is the first logical step in expanding the functionality of the existing fiber optic network.  IPL 

has multiple options to physically connect their network with the “rest of the world.”  Option B is a 

necessary step to enable additional services that will increase the functionality and commercial appeal of 

the IPL fiber optic network. 

There are essentially three general ways that IPL may go about getting interconnected with other 

networks.  The first way is to build or lease network infrastructure to expand IPL’s reach to a common 

“meet-me” point where other provider networks are present.  One such network access point (NAP) is 

located in downtown Kansas City, Missouri, where a number of networks are co-located for peering 

purposes. 
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The second method for achieving interconnection would be to invite other network providers to build out 

to the IPL network.  Such a strategy would likely require less investment on IPL’s part to make it work, 

but would in all likelihood draw interest from a smaller group of network providers.  

The third method to achieve interconnection is to create and leverage partnerships with other network 

providers to obtain access to a NAP.  This method may involve a build out of IPL’s network to meet one 

or more partners, sharing of fiber assets, or other more complex arrangements such as swapping assets to 

provide benefits to those involved.  There are a number of networks in close proximity to IPL that may be 

good candidates with which to explore options and interest.  

Benefits associated with interconnecting with other networks include: 

 Enabling internet services that require peering arrangements. 

 Establishing relationships with peering partners that could open the door to additional 

opportunities.  

 Partners could lower the cost. 

Risks involved with interconnecting with other networks include: 

 Potential investment in infrastructure to build out to other networks.  In addition to one-time 

costs, there also could be recurring maintenance or lease costs depending on how the strategy is 

implemented. 

 Forming partnerships would represent new territory for IPL.  Candidate firms are likely to be 

entrepreneurial and more aggressive, which may make negotiations difficult for IPL.   

Getting the IPL fiber optic network physically connected to other networks is a critical step toward 

enhancing its capabilities.  However, it should not be done without an understanding of what IPL wishes 

to do with it, which are represented by Options C and D. 

3.2.3 Option C: Offer ISP Services 

In the simplest terms, an Internet Service Provider (ISP) provides connectivity to the internet.  Full 

service ISPs offer both network infrastructure and managed services such as email, web hosting, domain 

management, and other services.  However, the ISP market has both niche players and comprehensive 

providers.  While there are national and regional ISPs that offer comprehensive services, some ISP 

providers specialize in last mile (or access) service.  Others specialize in managed services only.  Still 

other ISPs focus on providing data transportation services among different peering partners. 
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IPL’s local fiber infrastructure provides a natural and competitive advantage that is cost prohibitive and 

logistically difficult for others to overcome.  While the number of “on-net” connections is relatively small 

at this point, the potential coverage IPL can provide within its service area is substantial and puts it in 

close proximity to major business centers and landmarks within the community.   

There are several ways in which ISP services may be delivered to the Independence community via the 

IPL fiber optic network.  Assuming interconnection is achieved through Option B, IPL could provide the 

local wire line infrastructure only and use a partner to provide the managed services that may include 

email, web hosting, and management services.  The advantage to this approach is it allows IPL to focus 

on its core strength, which is “wires and poles,” while allowing other specialists to complete the service.  

It is also possible the partner (or partners) would be responsible for front end services such as marketing 

and sales, along with back office services such as billing and support.   

IPL could also develop the in-house capabilities to provide ISP services.  While this approach would 

provide incremental revenue to the IPL infrastructure network, it would also require initial investment in 

infrastructure, technology, and people.  Additionally, the ISP business in general is considered to offer 

relatively low margins and can be highly competitive.  These factors increase the risk of offering ISP 

services using only IPL internal resources. 

3.2.4 Option D: Fiber Service 

After Option B interconnection is achieved, IPL may choose to offer fiber services.  Fiber services may 

be offered as Dark Fiber or Lit Fiber.  In the schematic Dark Fiber is identified as Option D1 while Lit 

Fiber is Option D2 

Fiber optic communication is at its core the transmission of data from one point to another using pulses of 

light.  The term “Lit Fiber” refers to these light pulses and the hardware that enables them.  Absent the 

hardware, there is no “light,” so the fiber is considered “Dark Fiber.” 

When a customer is provided Dark Fiber, the customer provides the hardware necessary for 

communication services to work.  Additionally, Dark Fiber typically dedicates a strand of fiber to the 

customer, while Lit Fiber can enable multiple customers over a single strand.  These options are not 

mutually exclusive; IPL could choose to do both Dark and Lit Fiber.   

3.2.4.1 Option D1 Dark Fiber 

Dark Fiber provides customers the greatest flexibility and control over how the fiber is used.  Essentially, 

a customer would contract to lease a fiber strand from IPL over specific segments of IPL’s network.  The 
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customer would be responsible then for providing the hardware to enable communication services 

(essentially “lighting” the fiber themselves). 

Traditionally, many telecommunications companies would not sell dark fiber, as it is considered the core 

asset.  However, the desire to increase return on assets and the recognition of substantial fiber availability 

in some markets has made the sale of dark fiber more common.  Additionally, agreements between 

network providers that swap dark fiber on each other’s networks are also ways in which dark fiber may be 

used to achieve strategic goals.   

While there may be significant opportunity for strategic value in such arrangements, it is important to 

proceed with caution on providing Dark Fiber.  IPL’s greatest competitive advantage is the fiber optic 

infrastructure that has been deployed, and it has a finite supply.  It is possible that multiple dark fiber 

arrangements could strand some segments of fiber that are in less desirable locations within the IPL 

network.   

Leasing Dark Fiber gives the customer the control over what is transmitted over the network, and how it 

is done.  It is conceivable, with the right resources and technical expertise, that a customer could place 

hardware on the network that enables virtually unlimited data transmission capabilities.  It is important to 

understand the value that the fiber strand offers that customer, and have services priced accordingly, 

rather than basing price solely on the cost IPL has incurred to build it.  Fiber strands of equivalent lengths 

are not necessarily valued the same.  The location, length, proximity to alternative routes or providers, 

and other physical and strategic factors combine to create a tremendously wide range of prices for Dark 

Fiber.  The revenue opportunity may be proportionately better for Dark Fiber than for other services, but 

the cost potentially includes loss of network control, capacity, and strategic choices later. 

Customers interested in Dark Fiber are likely to be large corporations, government, and educational 

facilities with complex information technology needs and capabilities.  Data network providers looking to 

transport data across the Independence community or to the Independence community may also be 

candidates for Dark Fiber.  Depending on the proximity of the physical location of the prospective 

customer, some investment in getting that customer “on-net” or connected to the existing IPL fiber optic 

network may be required. 

3.2.4.2 Option D2 Lit Fiber 

IPL can provide Lit Fiber services by placing hardware within its network and at the customer premise.  

Such services utilize the hardware to scale bandwidth to meet a customer’s data capacity needs.  

Therefore Lit Fiber is a service that will appeal to a wider variety of customers than Dark Fiber.  
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Additionally Lit Fiber allows IPL greater control over its network, how much capacity is offered to 

customers, and how that capacity is used.  An example of lit fiber service is the service currently provided 

by IPL to the City and School District in which IPL has installed IPL-owned optical switches in the 

customer premises and is providing Gigabit Ethernet Layer 2 transport by lighting two to six fibers 

depending on the location.  

There are different ways in which Lit Fiber network architecture can be designed, and the hardware 

requirements will vary accordingly.  However, providing Lit Fiber services could require the addition of 

skilled labor at IPL to manage and monitor network performance.  Additionally, a network operations 

center (NOC) may be required to provide the quality of responsive service and reliability necessary to be 

commercially competitive.  A NOC could be provided through internal resources or through contract 

arrangements with a third party provider.  The conditions under which a NOC is required and the manner 

by which it is provisioned should be considered in Phase 2. 

With Lit Fiber, IPL is much more likely to encounter some cost to build from their local network to each 

customer’s premise.  IPL’s current approach to connecting buildings to the fiber network on behalf of the 

Independence School District or the City has been to have the up-front connection cost paid for by the 

customer.  This service would include extending the network from a splice point on the current network to 

a location within the connection premise.  Such up-front costs can be significant in terms of labor and 

materials, but is largely dependent on the distance the proposed connection is from the splice point.  From 

a commercial point of view, a portion of such connection costs are frequently recovered over the life of 

the contract rather than charged up-front.  If Lit Fiber services are offered commercially, there may be 

some cash flow implications associated with getting buildings “on-net” if IPL chooses to recover the up-

front costs over time.  Strategies may be developed that mitigate this risk, and should be considered in 

Phase 2. 
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4.0 FINANCIAL ASSESSMENT 

4.1 Available Financial Reporting 

IPL does not currently have the ability to systematically track or produce a financial statement 

specifically for the fiber optic network activities.  Associated revenues and costs are embedded within the 

enterprise financial statements.  However, IPL does have institutional knowledge regarding the resources 

used to deploy and support the fiber optic network.  Additionally, some work orders are now tracking 

fiber optic-related efforts and could be further examined to refine assumptions.   

4.2 Cash Flow Development for Option A: Status Quo 

Burns & McDonnell developed an estimated cash flow using IPL’s institutional knowledge and data 

assembled for pricing of existing services to City buildings.  The study period included the current 2012 

fiscal year and extended through 2021, for a 10 year study period.  The estimated cash flow associated 

with the existing fiber optic network is shown in Table 4.1. 

Table 4.1 Status Quo Estimate of Cash Flows 

 
 

4.2.1 Revenues 

Revenue associated with the Independence School District is shown on Line 1 of Table 4.1 and amounts 

to $431k for 2012.  Revenues are expected to significantly decline in 2015 as the contributions the 

schools are making toward network build-out costs conclude.  In 2020 the contract expires and will be 

renegotiated.  No new schools are reflected in the forecast. 

 

Line Description 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Revenue

1 Schools 431,400$        431,400$        431,400$        252,000$        252,000$        252,000$        252,000$        252,000$        252,000$        252,000$        

2 City 36,000$          36,000$          36,000$          36,000$          36,000$          36,000$          36,000$          36,000$          36,000$          36,000$          

3 Avoided Cost 75,000$          77,300$          79,600$          82,000$          84,500$          87,000$          89,600$          92,300$          95,100$          98,000$          

4 Other -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

5 Total 542,400$        544,700$        547,000$        370,000$        372,500$        375,000$        377,600$        380,300$        383,100$        386,000$        

Direct Expense

6 IPL Op Ex 150,000$        154,500$        159,100$        163,900$        168,800$        173,900$        179,100$        184,500$        190,000$        195,700$        

7 Linemen/Shop 220,400$        227,000$        233,800$        240,800$        248,000$        255,400$        263,100$        271,000$        279,100$        287,500$        

8 Consulting Services 50,000$          51,500$          53,000$          54,600$          56,200$          57,900$          59,600$          61,400$          63,200$          65,100$          

9 On Demand Emerg Svcs -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 

10 Contract Svcs 9,300$            9,300$            9,300$            9,600$            9,600$            9,600$            9,900$            9,900$            9,900$            10,200$          

11 Materials & Supplies 10,000$          10,300$          10,600$          10,900$          11,200$          11,500$          11,800$          12,200$          12,600$          13,000$          

12 City Support/Admin 10,200$          10,200$          10,200$          6,300$            6,300$            6,300$            6,300$            6,300$            6,300$            6,300$            

13 PILOT 46,700$          46,700$          46,700$          28,800$          28,800$          28,800$          28,800$          28,800$          28,800$          28,800$          

14 Total 439,700$        452,600$        465,800$        479,800$        493,800$        508,300$        523,500$        539,000$        554,800$        571,500$        

15 Operating Margin 102,700$        92,100$          81,200$          (109,800)$      (121,300)$      (133,300)$      (145,900)$      (158,700)$      (171,700)$      (185,500)$      

16 Operating Margin % 19% 17% 15% -30% -33% -36% -39% -42% -45% -48%

17 Depreciation 175,000$        175,000$        175,000$        175,000$        175,000$        175,000$        175,000$        175,000$        175,000$        175,000$        

18 Net Margin (72,300)$        (82,900)$        (93,800)$        (284,800)$      (296,300)$      (308,300)$      (320,900)$      (333,700)$      (346,700)$      (360,500)$      
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Pricing for service to City connections has not been formally adopted, but is expected to be implemented 

in 2012.  Line 2 of Table 4 shows an annual estimate of such revenues, reflecting an approximate fee of 

$250 per month, per connection for 12 connections.  Actual revenues may vary depending on when they 

are formally adopted and the final pricing schedule.  It is assumed no new connections are made to other 

City buildings in future periods. 

Approximately $75k in avoided cost is shown on Line 3, reflecting the annual cost IPL has avoided in 

provisioning fiber optic services.  Going forward, these costs are assumed to increase 3 percent annually.  

From a different perspective, these revenues represent what IPL would pay itself.  In evaluating the 

economic impact of the fiber optic network, it is appropriate to recognize the savings created by the 

strategic choice of building IPL’s fiber optic services. 

Line 4 is currently $0 and represents a placeholder for future revenue streams.  For the base case no 

additional revenues are assumed. 

Total revenues are shown on Line 5.  Overall revenues are expected to grow to nearly $550k per year 

until the contract rate reduction occurs for the school account in 2015.  From that point forward revenues 

are projected to range from $370k to $390k per year.  The majority of revenues are derived from service 

to the school district.  It would be desirable to diversify the revenue stream so that IPL was not as 

dependent on the school district for system revenues. 

4.2.2 Expenses 

Operating expenses shown on Line 6 represent the fully loaded labor associated with the day to day 

management of the fiber optic network.  These costs are assumed to increase approximately 3% per year. 

Line 7 includes an allocation for support from the Communication Shop, Linemen, and Administrative 

resources that support the fiber optic network.  The basis for this allocation is shown in Table 4.2.  For the 

Communication Shop, it is assumed that 40 percent of the shop manager’s time is spent on fiber optic 

network efforts.  Assuming 2,080 hours in a work year, 832 hours are considered fiber-related.  Using a 

loaded labor rate of $94 per hour, a total cost of $78k is identified. 
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Table 4.2 IPL Labor Allocation 

 

A similar allocation process is used for the two communication shop staff.  Assuming 4,160 hours in a 

work year for two full time equivalent positions (FTE) and a five percent utilization rate, 208 total hours 

are estimated.  Using the same $94 per hour loaded labor rate produces an estimated cost of nearly $20k. 

Based on year-to-date 2012 information, linemen hours were estimated by the team to be approximately 

1,200 per year.  At $94 per hour loaded labor, an amount of nearly $113k is determined applicable to 

fiber. 

Administrative costs are allocated 3 percent of 2,080 hours, or one FTE.  At $94 per hour loaded labor, an 

amount of nearly $10k is determined applicable to fiber. 

As shown in Table 4.2, the total of IPL labor costs amounts to approximately $220k per year.  Future 

periods assume similar levels of effort but the labor rate is inflated 3 percent annually. 

An amount of $50k per year, inflated at 3 percent annually, was estimated to provide for professional 

services consulting and is shown on Line 8 of Table 4.1. 

IPL currently contracts out emergency response services, to be performed on an as-needed basis.  

Services would cover network restoration in the event IPL could not direct its own resources to do the 

work.  Such an instance could be experienced if the network outage occurred in the midst of a significant 

weather event where IPL linemen were fully deployed to restore electric service.  To date, such services 

have not been required, and it is assumed going forward that would also be the case.  As a result, Line 9 

of Table 4.1 shows $0 per year. 

The current contract for remote network monitoring service is through Pomeroy at a cost of 

approximately $28k for a 3 year service agreement, or about $10k per year, and is shown on Line 10.  

Group Cost Hours Allocation

Communication Shop

Management 78,200$          832 40%

Staff 19,600$          208 5%

Linemen 112,800$        1200

Admininistration 9,800$             104 3%

Total 220,400$        
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This service is assumed to be renewed every 3 years and is projected to increase 3 percent at each 

renewal. 

Materials &supplies for the fiber optic network are currently substantially provided from leftovers from 

the network build out.  However, the ability to do that is not anticipated to last.  An amount of $10k was 

estimated and inflated at 3 percent annually. 

An allowance for City Support and Administration equal to the current IPL allocation for City services 

was attributed to the IPL the fiber optic revenue stream, excluding avoided cost.  This allocation is shown 

on Line 12. 

Line 13 includes an amount equal to 10 percent of the fiber optic revenue stream (excluding avoided cost) 

for payment in lieu of taxes (PILOT).  This cost is estimated to amount to nearly $47k initially but is 

anticipated to decline in 2015 when the school revenue reduces. 

4.2.3 Operating Margin 

This amount reflects the difference between Total Revenues (Line 5) and Total Direct Expense (Line 14) 

and is shown in Table 4.1 in dollars on Line 15 and as a percentage of Total Revenue on Line 16.  

Including the benefit of avoided cost, Operating Margin is expected to be $103k in 2012, but is 

anticipated to decline as inflation in costs erodes a relatively flat revenue stream through 2014.  In 2015, 

the anticipated reductions in the school contract reimbursement results in a negative Operating Margin, 

which trends toward deeper losses through the end of the period. 

As a percent of revenue, in 2012 the fiber optic network shows a 19 percent operating margin percentage, 

which compares relatively well to the overall IPL operating margin of 20 percent in 2011.  These results 

assume implementation of pricing for City customers that produces annual revenues of approximately 

$36k.  Additionally, under the status quo projections the operating margin is anticipated to deteriorate 

significantly as revenues associated with service to the Independence School District decline.There may 

be opportunity to enhance margins if additional connections are realized, or if the actual prices 

implemented for City use are higher than projected. 

4.3 Scenario Impact 

A cost estimate has been prepared to execute Option B, which is to create interconnection between the 

IPL network and a carrier “meet me” point.  Additionally, high level forecasting has been completed 

regarding the offering of ISP services through the utilization of a partner (Option C). 
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4.3.1 Option B Interconnection 

Interconnecting with other networks is the logical first step in extending the capabilities of the IPL fiber 

optic network.  This goal may be accomplished in several ways.  As a starting point, estimates have been 

made to accomplish interconnection through the following steps. 

1. Placing hardware at two locations within the IPL network to light IPL fiber 

2. Build out IPL fiber to I-435 or I-70 

3. Obtain leased fiber downtown from the IPL network (I-435 or I-70) to downtown 

4. Place hardware at the co-location site at the NAP downtown 

This approach is considered to be one of the higher cash-cost methods for accomplishing interconnection, 

as it relies on renting leased fiber down the I-70 corridor.  Other alternatives may involve partnerships or 

outright swaps/sharing arrangements that may mitigate cash costs. 

Physically connecting the IPL network to other networks will require an investment in up-front hardware 

and equipment along with recurring costs of maintenance and fiber leasing.  Table 4.3 shows the high-

level cost estimate.  

Table 4.3 Option B Incremental Costs 

 

Hardware costs are estimated to range from $30,000 to $100,000 depending on sophistication and 

capacity.  For the sake of this analysis, an average amount of $65,000 has been used, multiplied by two to 

reflect the need for two locations to be equipped within the IPL network.   

Fiber to build out to the I-435 or I-70 area is estimated to take approximately 3 miles at a cost of $40,000 

per mile. 

Leased fiber costs are typically priced on a per-mile basis and are highly variable in cost.  Preliminary 

research indicates rates per strand mile may range from as low as $50 per month to about $1k per month.  

Factors contributing to the variance include whether or not crossings are encountered along the desired 

Non Annual

Recurring Recurring

1 Hardware to Light IPL Fiber $130,000

2 Fiber build out to 435 $120,000

3 Lease fiber to downtown $0 $7,000

4 NAP Hardware $65,000 $12,000

Subtotal $315,000 $19,000
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route, including interstates, railways, rivers, or other large obstacles that require additional effort and 

permitting to build.  For this analysis, an annual cost of $7k has been used.  This amount reflects the low 

end of the range for leased costs at approximately $650 for two strands for a little over 6 miles, the 

estimated distance into downtown from the IPL network.  It is fairly common for some level of non-

recurring cost (NRC) to also be paid when the fiber is leased.  In this analysis no NRC is reflected. 

Co-location costs in the NAP are expected to have both non-recurring and recurring cost components.  A 

secure area within the NAP will need to be provisioned, sufficient to allow for rack space and power.  The 

non-recurring cost of $65k represents the cost of the hardware, which is identical to both of the hardware 

components lighting the IPL fiber network.  The recurring cost of $12k per year represents approximately 

$1k per month in co-location fees, essentially rent for space.  There are likely to be other costs associated 

with the co-location site, including potential for other initial NRCs and MRCs which is worthy of further 

investigation. 

As shown in Table 4.3, total NRCs amount to $315k and recurring costs are estimated to be about $19k 

per year.  These costs are projected using high level estimates; actual costs may vary as hardware 

specifications and network requirements become more clearly identified. 

4.3.2 Option C ISP Services 

Functionality of the IPL fiber optic network may be expanded to offer ISP services after interconnection 

is accomplished.  A high level cash flow statement to accomplish Options B & C is shown in Table 4.4. 

 

Table 4.4 Scenario Impact on Cash Flows 

 

 

For the sake of simplicity, revenues are estimated based on two general business profiles, one for a 3 

megabit per second (mb/s) provider class Ethernet service and one for a 20 mb/s Ethernet service.  It is 

estimated that the 3 mb/s profile is similar to the requirements of a 50 person business while the 20 mb/s 
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profile might represent a high bandwidth customer such as the school district.  Pricing is assumed to be 

$300 per month per 3 mb/s connection, while the 20 mb/s service is priced at $1,200 per month. 

The cash flow as prepared in Table 4.4 was designed to indicate the level of sales required to turn the 

scenario cash flow positive within ten years.  The demand forecast has been designed to accomplish this 

and therefore is not intended to represent the sales potential associated with the offering. 

The cost structure reflects the $315k in non-recurring cost associated with interconnecting the IPL 

network as previously discussed in Option B.  Additionally, each new connection is estimated to require 

an investment of approximately $8k per connection to build out the IPL network from the new customer’s 

building to the riser.  Based on the demand forecast, this cost amounts to $168k in year one, and $40k in 

subsequent years. 

The ongoing costs associated with the leased fiber and co-location amount to $19k per year as previously 

described in Option B. 

ISP services are assumed to be provided through a partner that offers the service under their own brand 

and manages both the front and back-office functions.  It is estimated that the fees for this managed 

service represent approximately 30 percent of the revenue stream, while the local loop provider (IPL in 

this instance) would retain approximately 70 percent of the revenue stream. 

The annual cash flow is shown on Line 7.  After the initial build-out, cash flows are shown to be positive 

beginning in year 3.  Cumulative cash flows are estimated to turn positive in year 10. 

This analysis is overly simplistic in many ways but serves to demonstrate the level of business activity 

that would be required to essentially pay back the investment in Option B interconnection and Option C 

ISP services over a ten year time horizon.  Further diligence is advisable prior to further decision-making. 
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5.0 SUMMARY OF RESULTS AND NEXT STEPS 

5.1 Summary of Results 

The efforts detailed in this report are foundational to the development of a business plan.  It is anticipated 

further study will be required to provide the basis for IPL to conclusively determine its willingness to 

further invest in the capabilities of its fiber optic infrastructure.  Key findings associated with this Phase 1 

assessment are summarized below. 

5.2 Mission and Vision 

The mission and vision statement from Section 2.1.3 are shown below. 

Mission 

IPL’s Fiber Optic Network 

provides robust and responsive communications infrastructure 

that enhances electric system reliability 

and enables community growth. 

 

Vision 

IPL’s Fiber Optic Network 

will prudently enableenhanced data services 

that create opportunities and help Independence thrive 

as a connected community. 

 

The Mission and Vision are designed to address the values and goals expressed by IPL during this 

discovery process.  Both may be revised as needed to accommodate the increased focus that is expected to 

occur in the further development of the business plan. 

5.3 Stakeholder Assessment 

A wide variety of stakeholders were identified and shown previously in Figure 2.1.  The anticipated needs 

of the various stakeholders were discussed, and some interviews were conducted, to develop an 

understanding of how stakeholders viewed the fiber optic network today and for future use.  Several 

priorities or themes emerged from this effort, including those noted below. 

 Increased utilization of the fiber optic network, and increased return on that investment. 

 Expanded service offerings, supported by the ability to offer service level agreements, along with 

other characteristics such as 

o High bandwidth 

o Access to the internet 

o Security 
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o Reliability 

 Appropriate management of risk, especially as it relates to increased investment and the 

development of partnerships to increase services. 

 An appreciation for the prevailing economic conditions, and the reality that adding additional 

resources within IPL is difficult at this time. 

 If additional resources (personnel or investment) were required, a clear articulation of the benefits 

is key to securing support. 

 The opportunity to enhance community growth by attracting or retaining businesses was 

identified as a critical benefit to be derived from expanding the capabilities of the existing fiber 

optic infrastructure. 

5.4 SWOT Analysis 

Section 2.3 describes in detail the SWOT analysis that was performed, and the level of importance the 

team ascribed to the strengths, weaknesses, opportunities, and threats that were identified.  Key findings 

included: 

 Strengths: Strong network design with capacity to do more; good relationships with stakeholders 

and customers. 

 Weaknesses: Depth of knowledge; policies and procedures not as structured; conservative and 

risk-averse culture compared to an aggressive and cut-throat telecom industry. 

 Opportunities: Potential to use network for economic development; partnerships could help 

address weaknesses. 

 Threats: Strong and influential competitors; fast paced industry requiring nimble decision-

making; partnerships can be complicated to manage. 

5.5 Strategic Choices 

IPL has options to consider that will expand the capabilities of the existing fiber optic network.  These 

options are listed below and illustrated previously in Figure 3.1. 

Option A:  Status Quo 

Option B:  Interconnect with Other Networks 

Option C:  Offer Internet Service Provider (ISP) Services 

Option D1:  Offer Dark Fiber Services 

Option D2:  Offer Lit Fiber Services 

Each of these options was discussed in detail in Section 3 of this report.  Option A maintains the current 

services and customers.  This option will not accomplish desired goals and aspirations, and based on 
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anticipated revenues and costs described in Section 4.2 of this report, is not financially capable of 

covering costs on a stand-alone basis.  If the status quo is maintained, IPL may want to consider pricing 

services at a discount to market prices or finding ways to add additional connections to the municipal 

network to increase network utilization. 

Option B provides interconnection with other networks and is a basic next step required to provide 

commercially viable data services.  There are options to accomplish interconnection.  Arrangements with 

other network providers may offer a way to gain interconnection while minimizing incremental costs.  

Initial costing of Option B was discussed in Section 4.3 using high level assumptions to lease fiber from 

Independence to downtown Kansas City, Missouri.  Option B Interconnection is a requirement to achieve 

any of the subsequent options discussed. 

Option C provides ISP services through a partner to relatively large bandwidth commercial customers in 

Independence.  This option would allow IPL to offer ISP services to existing customers such as the 

Independence School District and the City as well.  A high level costing of this option is discussed in 

Section 4.3. 

Options D1 and D2represent ways sell local data transport either through Dark Fiber or Lit Fiber, 

respectively.  Dark Fiber services involve the provisioning of a fiber strand dedicated to a certain 

customer.  It allows the customer the greatest flexibility in the management of their network but also 

introduces some risk to IPL that need to be considered.  Lit Fiber requires IPL to install hardware within 

the IPL network and at the customer premise.  This hardware communicates through the exchange of light 

over the fiber optic infrastructure, hence the term “Lit Fiber.”  Lit Fiber is a more scalable service and 

therefore could be provisioned to smaller commercial connections.  However, incremental resources are 

likely to be required to manage and monitor such services.  Cost estimates for Lit and Dark Fiber were not 

defined in Phase 1. 

5.6 Next Steps 

Phase 1 of this business planning effort has documented the initial building blocks needed for business 

planning.  These include: 

1. Preliminary Mission and Vision 

2. Identification of stakeholders 

3. Development of strengths, weaknesses, opportunities, and threats 

4. Definition of strategic choices for future services 

5. Development of an initial cash flow for the status quo 
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6. Conceptual costing to accomplish interconnection (Option B) and ISP service (Option C) 

In order to make these concepts actionable, additional diligence is required.  It is recommended that 

additional effort be invested in developing specific scenarios for network expansion, and supporting those 

scenarios with information such as: 

 A description of objectives for each scenario and how each scenario addresses the SWOT 

findings described earlier in this report. 

 A description of the business model proposed for each scenario; 

 A network schematic highlighting the hardware and components required; 

 A capital improvements schedule indicating required investment for each scenario; 

 The organizational impact of the proposed business model, including consideration for providing 

resources in-house either with existing or new personnel, or the potential to provide resources 

through contract arrangements; 

 Recommendations for characteristics IPL should consider in potential partners, including 

compatibility and capabilities. 

 Other operating or recurring costs anticipated; 

 Continue development of a financial model that allows examination of potential revenues, 

applicable operating and capital costs, reserve requirements, and other parameters, and the testing 

of sensitivities through what-if analysis; and 

 Revisit the mission and vision as priorities and strategies become more clearly defined. 
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