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1.

Assignment

Mission
In January 2014, the City Council formed the Utility Line Undergrounding Study Committee to
explore the feasibility of burying overhead utility lines throughout the Village. One of the goals
of the City’s Master Plan is to “promote the overall semi‐rural character of Cherry Hills Village
through design and maintenance of streetscapes, public lands and public facilities” (Exhibit A).
The Master Plan directive to further this goal is to “evaluate possible methods and financial
resources for the burial of above‐ground utility lines on public and private lands”.
Another goal of the Master Plan is to “improve efficiencies in utilities and infrastructure within
the Village while balancing the aesthetics of the Village.” The Master Plan directive to
accomplish this goal is to “formalize a policy for burying above‐ground utilities and evaluate
possible funding mechanisms available”. City Council adopted Resolution 2, Series 2014,
establishing the Committee and charging it with considering several matters, including:
a) The estimated cost of undergrounding organized by categories, such as state highways,
arterial roads, neighborhood streets and easements;
b) Policy recommendations for cost sharing between the Village and property owners;
c) A priority ranking for the sequence of undergrounding utility lines;
d) Suggested changes to the Municipal Code or Village policies to support the effort;
e) A plan to finance the project recommending financial resources and new revenue
sources; and
f) All other matters the Committee deems relevant to the issue and requiring City
Council’s consideration (Exhibit B).
Timeline
The Committee began to meet on a bimonthly basis in February 2014 to fully address all
assigned topics. Several representatives from utility service providers, local municipalities,
telecommunications companies and other organizations met with the Committee throughout
the past year and discussed various issues, including: use of funds, cost estimates, construction
timelines, coordination with utilities, supplementary projects and public‐private partnerships.
The Committee presented an interim report to City Council in November 2014 and drafted the
final report in May 2015.
2.

Responsibility

Franchise Agreements
The City has several franchise agreements with service providers that determine which
organization is responsible for the cost of undergrounding (Exhibit C). The current franchise
agreement with Xcel states that the company is responsible for the cost of relocation if it is
necessary for the completion of a public project (i.e. street widening). Otherwise, the City is
responsible for all associated undergrounding costs. There is no franchise agreement with
1

CenturyLink as telecommunications companies do not require additional authorization or
franchise by any municipality per the 1996 Telecommunications Act. This may change in the
future if CenturyLink elects to offer cable service to residents.
The franchise agreement with Comcast states that the company is to place all facilities
underground in which electric, telephone and other above‐ground utilities are buried at no
expense to the City. Crown Castle also has facilities located throughout the Village and is
required to have a right‐of‐way use agreement. The agreement states that Crown Castle is
responsible for the relocation of equipment at its sole expense whenever the City determines
that relocation is necessary to protect or preserve the public health or safety.
Municipal Code
In January 2015, City Council approved Ordinance 1, Series 2015, establishing Municipal Code
Section 16‐16‐200, which requires new or existing service lines to be placed underground when
associated with the new construction or major addition of all single family residences and
institutional structures (Exhibit D). The Committee recommended approval of the amendment
as it aims to help incrementally bury existing overhead lines and prevent new facilities from
being installed aboveground at the cost of the developer.
City Council also approved Ordinance 2, Series 2015, amending Section 17‐5‐50, which requires
the relocation of existing overhead utilities during a subdivision unless it has been
demonstrated that relocation is not possible due to physical constraints or that the cost of
undergrounding outweighs the public benefit and is not necessary to meet the goals and
strategies of the Master Plan. The Committee recommended approval of the amendment as it
aims to help incrementally bury existing overhead lines and prevent new facilities from being
installed aboveground at the cost of the subdivider.
Undergrounding Policy
In April 2015, City Council approved Resolution 18, Series 2015, adopting a utility
undergrounding policy (Exhibit F). The policy replaced the existing 1994 cost‐sharing program
for undergrounding projects and established guidelines for the following: City funding of
projects located within the public right‐of‐way; funding for the burial of private service lines in
conjunction with a City‐initiated project; and assistance in the formation of Special
Improvement or Local Improvement Districts for citizen‐initiated projects.
3.

Infrastructure

Overhead Utilities
The Village currently has over 180,000 linear feet of overhead lines along state highways,
arterial roads, residential streets and on private property (Exhibit G). Of that total, over 50,000
feet of overhead lines are located along state highways and arterial roads (Clarkson, Colorado,
Hampden, Happy Canyon, Mansfield, Quincy and University). Xcel accounts for approximately
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35,000 feet of these lines while CenturyLink accounts for approximately 15,000 feet. Of this total,
almost all of CenturyLink’s lines overlap with Xcel’s.
Ancillary Equipment
In addition to overhead lines, it was determined that certain ancillary equipment could be
impacted by undergrounding. A number of properties have private service lines that are
directly connected to primary utility poles that would be removed if facilities were buried.
Additionally, a number of secondary poles would have to be reconfigured if primary poles
were removed. Exhibit H is a diagram that illustrates these types of structures. The City
Engineer has estimated that there are approximately 68 private service lines and 86 secondary
poles that would be affected by undergrounding along state highways and arterial roads.
Street Priority Order
The Committee identified the removal of overhead facilities along arterial roads and state
highways as a priority due to the broad community benefit that would be provided. The
elimination of potential safety hazards along these main transportation arteries and improved
visual appearance of significant view corridors offers a common benefit to all residents.
Additionally, it was determined that certain public funds cannot be used for facilities that are
located on private property.
The Committee determined a priority order for the arterial roads and state highways by
analyzing the existing facilities along each roadway, impacts on view corridors and related
ancillary costs. The Committee also took into account the community’s feedback. The priority
order and associated infrastructure for each arterial road and state highway is included in the
table below.
Street Priority
Order

Xcel Linear
Feet

Quincy
Colorado
Mansfield
University
Happy
Canyon/
Clarkson
Hampden
Total Linear
Feet per
Component

4.

CenturyLink
w/o Xcel
Linear Feet
0
600
0
800
0

Service Lines

Secondary
Poles

Total Linear
Feet per Street

16,650
4,425
2,000
4,675
5,100

CenturyLink
w/ Xcel Linear
Feet
8,558
3,850
2,000
1,867
0

12
2
0
6
40

56
8
12
3
5

25,208
8,275
4,000
6,542
5,100

Total
Cumulative
Linear Feet
25,208
33,483
37,483
44,025
49,125

4,175
37,025

0
16,275

0
1,400

8
68

2
86

4,175
53,300

53,300
53,300

Cost Estimate

Expenses
In 2014, the Committee received a preliminary estimate from Xcel that the approximate cost for
undergrounding was $150 per linear foot of overhead line. City Council approved a request for
Xcel to prepare an engineering design for a section of Quincy between Holly and Happy
Canyon to confirm this estimate. This 2,750 linear foot section was suggested for the design as
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both Xcel and CenturyLink overhead lines are present. In March 2015, Xcel reported that the
estimated cost to complete this work is $850,000, which results in an approximate estimate of
$300 per foot. The City asked for a breakdown of costs but was told that such information
would not be provided.
The City also requested an estimate from CenturyLink for the same section of Quincy.
CenturyLink reported that the cost to bury facilities in this area is approximately $80,000, which
results in an approximate estimate of $30 per foot. The City was told that the cost is
considerably less due to the fact that Xcel would also be performing work in this area and
additional expenses would likely be covered in Xcel’s $300 per foot estimate. CenturyLink
confirmed that the City should use an estimate of $150 per foot for work that is not performed
in conjunction with Xcel.
Other expenses that comprise the City’s estimate include: engineering design costs (15% of the
total project cost); private service line costs ($2,500 per line); and secondary pole costs ($5,000
per pole). Based on the Quincy design, the total cost for burying overhead lines along arterial
roads and state highways is approximately $14 million. It should be noted that the cost to bury
utility lines throughout the City will vary according to location and the existing equipment
installed at each site. Therefore, it is difficult to establish a cost estimate that will apply to all
facilities in the City. The table below illustrates the cost estimate based on the Quincy design.
Arterial
Roads &
State
Highways

Xcel ($300
per
Linear Foot)

CenturyLink w/
Xcel ($30 per
Linear Foot)

CenturyLink
w/o Xcel ($150
per Linear
Foot)

Engineering
Design (15%)

Service
Lines
($2,500
per Line)

Secondary
Poles
($5,000 per
Pole)

Total Cost
per Street

Total
Cumulative
Cost

Quincy
Colorado
Mansfield
University
Happy
Canyon/
Clarkson
Hampden
Total Cost
per
Component

$4,995,000
$1,327,500
$600,000
$1,402,500
$1,530,000

$256,740
$115,500
$60,000
$56,010
$0

$0
$90,000
$0
$120,000
$0

$787,761
$229,950
$99,000
$236,777
$229,500

$30,000
$5,000
$0
$15,000
$100,000

$280,000
$40,000
$60,000
$15,000
$25,000

$6,349,501
$1,807,950
$819,000
$1,845,287
$1,884,500

$6,349,501
$8,157,451
$8,976,451
$10,821,738
$12,706,238

$1,252,500
$11,107,500

$0
$488,250

$0
$210,000

$187,875
$1,770,863

$20,000
$170,000

$10,000
$430,000

$1,470,375
$14,176,613

$14,176,613
$14,176,613

Contractor Assessment
In conversations with industry professionals, it was suggested that certain expenses could be
reduced if the City bid the construction out to its own contractors rather than agreeing to the
total project cost as proposed. Xcel has stated that it cannot allow the City to do this as there are
safety guidelines that must be adhered to. The City acquired an analysis of the Quincy design
from a consultant who has extensive experience with Xcel (Exhibit I).
The consultant agreed that the total project cost provided by Xcel appears to be consistent with
Xcel’s pricing methodology, which includes a substantial mark‐up of direct costs. The
consultant also noted that in her experience Xcel has not permitted customers in Colorado to
bid construction out to other contractors. The Committee recommends that the City continue to
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pursue a more cost‐effective arrangement with Xcel as undergrounding is to be completed with
public funds.
5.

Financial Scenarios

Xcel 1% Fund
The City’s franchise agreement with Xcel includes a provision for an underground fund in
which Xcel is required to budget and allocate an annual amount equal to 1% of the preceding
year’s electric gross revenues for the purpose of burying overhead utility lines as requested by
the City (Exhibit J). The fund can only be used for facilities that are located in the public right‐
of‐way per the franchise agreement.
The 1% fund has been historically used in conjunction with the City’s capital improvement
program. In 2012, $180,000 was used to bury 800 feet of overhead lines located adjacent to the
new Joint Public Safety Facility. The cost to bury facilities was approximately $225 per linear
foot. The current balance of the 1% fund with a 3‐year borrow forward projection is
approximately $1,000,000. The City typically accumulates around $100,000 per year in the fund.
Property Tax Increase
The Committee analyzed a scenario involving a temporary 2 to 3‐mill property tax increase in
order to fund undergrounding along arterial roads and state highways. The revenue from the
tax increase would be used to bury the lines listed in the street priority order (Exhibit K). Based
on the analysis, the tax increase would last between 10 to 15 years. A 3‐mill tax increase would
result in a property owner paying an additional $240 per year for a $1 million home.
While the tax would be collected for 10 to 15 years, construction could be completed in a shorter
timeframe if utility service providers agreed to meet the City’s desired construction schedule.
The City has limited control over scheduling but would aim to have construction completed
within a few years. In order to complete the work in the shortest timeframe possible and limit
disruption to residents, the City could issue a bond in the amount of $10 million. The debt
service of the bond would be paid through revenue from the 1% fund and tax increase.
The Committee also discussed a reduced tax increase of 1 to 2 mills in which the revenue
collected would be placed in a City fund for a pay‐as‐you‐go program for undergrounding. The
funding that would be generated from such a tax increase would not be able to support the
burial of facilities in an accelerated timeframe but could be directed towards arterial roads and
state highways and projects that residents have demonstrated support for and/or are willing to
provide a cash match.
South Suburban Tax
The City currently collects 2.7 mills from residents to fund annual payments to the South
Suburban Parks and Recreation District. This obligation ends in 2019. The Committee discussed
the possibility that some or all of a proposed tax increase could be offset upon completion of
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payments to South Suburban. If this option is pursued, additional research into funding for the
City’s parks and trail improvements and the Exclusion Agreement with South Suburban is
needed to see if these funds can be used for undergrounding.
Xcel Customer Fee
The City could also attempt to amend the franchise agreement with Xcel to include an
additional monthly fee that would be imposed by Xcel on individual customers within the
Village for the purpose of undergrounding at a faster rate than the 1% fund allows. The
Committee estimates that an additional monthly fee between 6% and 11% would generate
revenue equivalent to the project cost. Xcel has agreed to such arrangements in the past but has
reservations about doing so again in the future as it is reluctant to be part of a revenue‐raising
process that does not directly relate to gas and electric service provision.
Building Material Use Tax
Lastly, the Committee explored a scenario in which the City’s building permit fee structure
could be revised to include a new building material use tax and eliminate the current service
expansion fee. A building material use tax would apply to anyone performing construction
work in the City that requires a building permit. While the value of building materials can vary,
it is often about 50% to 60% of a project’s total value. Other municipalities in the Denver Metro
area have similar building or construction material use taxes that range from 2% to 4% on 50%
to 60% of project valuation.
While the City does not currently collect a tax on building materials, residents may be charged a
local sales tax. That revenue is directed to the municipality in which the materials are
purchased. If the building material use tax is approved, materials for the project would be
exempt from such a sales tax. Staff found that the adoption of a building material use tax of 3%
on 50% to 60% of project valuation and elimination of the service expansion fee could result in
additional general fund revenue of up to $1,000,000 per year (Exhibit L). It should be noted that
a change in staff time could be required to administer the remittance process for the building
material use tax.
6.

Technology Improvements

Fiber Infrastructure
The Committee received feedback from other communities that there is an opportunity to install
additional infrastructure for improved telecommunications at a marginal cost increase while
burying utilities along arterial roads and state highways. The chart below illustrates the costs
associated with installing a fiber optic infrastructure. If performed in conjunction with
undergrounding, the fiber boring cost could be reduced further.
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Street Priority
Order

Total Cumulative
Cost for
Undergrounding

Fiber Conduit ($3
per Linear Foot)

Fiber Boring ($20 per
Linear Foot)

Total Fiber Cost per
Street

Quincy
Colorado
Mansfield
University
Happy Canyon/
Clarkson
Hampden
Total Cost per
Component

$6,349,501
$8,157,451
$8,976,451
$10,821,738
$12,706,238

$55,386
$15,900
$7,551
$31,500
$51,900

$369,240
$106,000
$50,340
$210,000
$346,000

$424,626
$121,900
$57,891
$241,500
$397,900

Total Cumulative
Cost w/
Undergrounding/
Fiber
$7,198,753
$8,703,977
$9,580,868
$11,667,655
$13,950,055

$14,176,613
$14,176,613

$40,500
$202,737

$270,000
$1,351,580

$310,500
$1,554,317

$15,730,930
$15,730,930

Broadband, also known as high‐speed internet, allows users to access the internet and internet‐
related services at considerably higher speeds than those available through “dial‐up” services.
These higher speeds are achieved through the use of transmission digital technology and a wide
band of frequencies to transmit information. Access to broadband varies on the technology and
platform used to provide service. The Committee explored the installation of a fiber backbone
along the arterial roads and state highways.
There are several different roles that the City could assume if it were to install such an
infrastructure. These include: a catalyst that encourages private sector action as a result of
customer demand and awareness of services; an enabler that uses government resources to help
private sector entities provide additional and improved internet service; an infrastructure
provider that installs base infrastructure to serve only government and school sites; or a retail
service provider that installs infrastructure to directly provide competitive services.
Ballot Measure 2F
In 2005 the Colorado Senate passed SB 05‐152, which restricted the rights of municipalities to
provide telecommunications services to communities, either independently or in partnership
with the private sector, without voter approval. In order to give the City the option of installing
fiber while undergrounding, City Council approved a ballot initiative that would reinstate the
City’s right to use a fiber infrastructure and provide high‐speed internet either directly or
indirectly with public or private sector partners (Exhibit M). In November 2014, residents
approved Ballot Measure 2F by an 80% majority.
Request for Information
In order to determine if there is interest in a public‐private partnership to extend fiber from the
backbone to residential properties, the Committee issued a Request for Information for
Improved Broadband Communications (RFI) (Exhibit N). The RFI asked respondents to
describe their business activities and services; proposed business models, suggested roles for
funding; construction and ownership of a network; a list of similar projects; and potential issues
that should be addressed. The Committee received a total of 12 responses to the RFI (Exhibit O).
The services offered by the responding companies include: design, construction, management
and leasing activities for a fiber infrastructure.
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7.

Public Input

Community Survey
In March 2015, the Committee mailed over 2,000 postcards to all residential properties in the
Village with a link to an online community survey. The survey asked residents to prioritize
goals from the Master Plan; provide input regarding the reasons they do or do not support
undergrounding; and state if they would be willing to pay for a tax increase. There were a total
of 193 responses. Exhibit P is a summary of the community’s feedback and the results of the
survey are included as Exhibit Q. Respondents indicated that utility undergrounding is the
City’s most needed project and that it is primarily supported due to the elimination of tree
trimming in the public right‐of‐way.
Open House
An open house was scheduled in May 2015 in order to provide information about the project
and establish an opportunity for residents to offer additional input. Residents were asked to
identify the arterial roads and state highways that they felt should be prioritized; identify the
maximum tax amount that they would be willing to pay; state what type of role the City should
play in regards to broadband; and answer whether they would be willing to pay for a tax
increase for broadband if undergrounding was not included in the scope of work. A summary
of the discussion at the open house is included as Exhibit R. Other public comments received
after the community survey or open house are included as Exhibit S.
8.

Alternatives

The Committee identified five alternatives for consideration in which the City can proceed with
undergrounding and/or broadband:
a) 2 to 3‐Mill Tax Increase for Undergrounding Arterial Roads and State Highways with
Broadband – This alternative was most closely analyzed by the Committee and
involves a temporary tax increase and borrowing in order to accelerate construction.
Voters would be asked to approve a temporary 2 to 3‐mill tax increase that would
expire after 15 years and a $10 million bond that would be paid back over the same
time period. The street priority order would be used to determine the sequence in
which the facilities along arterial roads and state highways are buried. The City would
complete as much of the priority order as tax revenue and construction costs allow for.
The current cost estimate suggests that the majority of the streets listed in the priority
order could be buried through this alternative. Draft ballot language for this alternative
is provided as Exhibit T.
b) 1 to 2‐Mill Tax Increase for Undergrounding and Broadband Fund – This alternative
involves a temporary tax increase for a pay‐as‐you‐go program for undergrounding
and broadband. Voters would be asked to approve a temporary 1 to 2‐mill tax increase
that would expire after a set number of years. The Committee has not determined how
long this tax would remain in effect. Undergrounding and the installation of
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broadband would be completed as tax revenue is collected. The revenue from the tax
would be placed into a City fund and use would be guided by a prioritization schedule
established by the City.
c) 1 to 2‐Mill Tax Increase for Broadband Fund – This alternative involves a temporary
tax increase for a pay‐as‐you‐go program for broadband only. Voters would be asked
to approve a temporary 1 to 2‐mill tax increase that would expire after a set number of
years. The Committee has not determined how long this tax would remain in effect.
The sunset timeframe for the tax increase would likely be shorter than for
undergrounding as the total project cost is significantly lower. A broadband feasibility
study is needed in order to proceed with this alternative as additional information is
required to determine how such a network would function. The installation of
broadband would be completed as tax revenue is collected. The revenue from the tax
would be placed into a City fund and use would be guided by a prioritization schedule
established by the City.
d) 2% to 3% Building Material Use Tax for City Projects – This alternative involves
amending the City’s current building permit fee structure to include a building
material use tax that would be used as a revenue source to fund undergrounding,
broadband, open space and other capital projects. Voters would be asked to approve a
2% to 3% tax on the value of building materials for a construction project requiring a
building permit. The current service expansion fee would be eliminated in lieu of the
building material use tax. One‐third of the revenue would go to the General Fund and
the remaining two‐thirds would be directed to the Capital Fund and designated
initially for undergrounding utilities, broadband expansion and open space
acquisition, and thereafter guided by a capital prioritization schedule established by
the City.
e) 1% Fund for Undergrounding – The City can continue utilizing the 1% fund for
undergrounding and maintain the status quo. Voters would not be asked to approve an
additional revenue stream to fund the acceleration of construction or installation of
broadband. Once undergrounding is complete along the arterial roads and state
highways, funding could be directed to facilities that are located on public property in
residential neighborhoods. Use of the 1% fund would be guided by a prioritization
schedule established by the City.
9.

Final Recommendation

The Committee recommends that City Council proceed as follows:
a) The City should seek voter approval for a building material use tax of 3% that would be
applied to 50% of the project valuation of any building permit. The revenue from this
tax would be used for undergrounding, broadband, open space and other capital
projects. This would make the City’s tax treatment consistent with the taxes imposed
by other communities like Greenwood Village and redirect tax revenue to the City that
is now being paid by residents to other municipalities. A building materials use tax also
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most fairly places the tax burden on properties that have most likely not previously
paid to place utility lines underground. The Committee recommends that public
education regarding the components of a building material use tax occur as soon as
possible so that the issue can be placed on the November 2015 ballot. The Committee
recommends that the City consider using the revenue stream to facilitate a borrowing
(i.e. $3 million or $4 million) to accelerate the construction schedule and take advantage
of historically low interest rates. All new construction of underground utilities should
also require the placement of conduit that can be used for fiber.
b) The City should continue to pursue an expansion of broadband whether or not a
building materials use tax is imposed. Design of a fiber backbone and formation of a
public‐private partnership to extend fiber from the backbone to residential properties
should be explored by City Council as technology has significantly improved in recent
years. The Committee has identified an opportunity to expand upon the current
infrastructure and provide a benefit to residents through improved
telecommunications.
c) The City should use the 1% fund and initiate construction of underground utilities in
accordance with the recently completed Quincy design. The current balance of the 1%
fund would cover the cost of design and construction for this section.
d) While the City cannot use public funds for projects that are located outside of the public
right‐of‐way, the City should provide support and assistance in other ways. The City
should continue, through its Utility Undergrounding Policy, to encourage the
formation of Special Improvement Districts and Local Improvement Districts for
residents interested in burying utility lines on private property. The costs associated
with these districts must be paid for by the homeowners, but the City could assist in the
coordination and collection of taxes once a district is legally formed. If a portion of a
project is located within the public right‐of‐way, City Council may choose to use the 1%
fund.
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