


Following are specific cuts that I think are mandatory to obtain profitability.

¢ Eliminate the Studio. The Division currently dedicates two employees to the
operation of a studio for local programming. This is a luxury that cable
companies many times your size cannot afford. When considering the size of the
operational loss, these positions must be eliminated.

There are other ways to achieve good local programming without employees.
Many of my other clients do this quite well. As an example, some of them have
obtained grants to get cameras for the community and they use the high schools
and junior colleges to produce local programming. They also make cameras
available for local sports and other events so that a wide variety of true local
programming is made available. The solutions my other clients have found are an
example of thinking small.

e Eliminate Most Marketing Expense and Staff

The Division currently has a significant marketing budget. The company has been
trying to go toe-to-toe with Comcast from a marketing perspective. Considering
the size of the operating losses, most of this expense must be eliminated. The
marketing is currently composed of three basic types of expenses — salaries and
benefits, marketing literature and advertising, and door knockers.

The current door knocking campaign seems to be quite successful. Most of my
clients utilize door knockers and that is a very effective way to sell to customers.
However, at Alameda, even your door knocking campaign is too expensive since
you are using a professional firm that charges a hefty commission for each sale.
Because of the financial situation, I am recommending that you adopt a program
of home grown door knockers as your primary marketing campaign. I am
recommending a force of four permanent part-time (20 hours per week) door
knockers. These employees would be paid an hourly rate without benefits and
would collect no commissions. A force of four door knockers working the streets
of Alameda means you should be able to knock on most doors twice a year. This
will allow you to continue to get to non-customers and it gives you the
opportunity to get to know and to up-sell to existing customers.

e Reduce Inside Technicians. This is perhaps the hardest recommendation. The
existing employees seem quite capable, but with their salaries and benefits they
are not affordable. Unfortunately, as the largest group of telecom employees they
become the largest consideration for cost reduction. I am recommending
eliminating many of these positions. I am not making any specific
recommendations on which inside jobs are eliminated, but based upon my
experience with a lot of other small companies and the number of customers, I
believe you can get by with a much smaller staff in a real bare bones effort.



This will create a very different working environment from the one you have
today. The employees that remain are going to have to really take the initiative to
keep things running smoothly. I know it can be done by experience with other
companies. The only option is to eliminate a lot of positions to lower expenses.

e Reduce Installers. This is another difficult cut. However, your financial situation
means you must reduce the staff of installers to around four. You can no longer
afford employees plus contractors. The remaining employees are going to have to
work extremely hard and smart to visit all of the needed customers each day.

The Division also currently utilizes several temporary installers. I didn’t have
enough facts to compare the cost of temporary installers to permanent employees,
but the company should also strongly consider using mostly external contractors.
The benefit loadings at Alameda make any employee extremely expensive to
maintain and external employees ought to be less costly. Many cable companies
use only external contractors. The use of external contractors raises issues of
control and quality, but with the right training and supervision, some companies
have a very good experience with contractors.

These cuts were very difficult for me to recommend. The problem is that drastic cuts are
needed to obtain profitability. It is certainly possible that the Division does not believe
that it can operate as thinly staffed as I am recommending. However, without
implementing these recommendations the Division cannot be self-supporting or
profitable. You can’t afford to cut staff for a few years to achieve profitability and then
creep back upward in payroll. All of the cuts [ am recommending need to be for the long
haul viability of the telecom business.

Look For Operational Efficiencies

Following are some ideas that will bring other savings to the Division. This is not an
exhaustive list and the employees should be challenged to find more ways to be efficient
over time.

o  Wear multiple hats (think Southwest Airlines). With the drastic reductions in
staff that I am recommending, it will become mandatory for all employees to
wear multiple hats. By this, [ mean that employees must be less focused on job
titles than they are willing to step in at any time to help where most needed. With
my other small clients it is not unusual to find inside technicians making
customer calls, engineers working on marketing or an installer helping with
paperwork. If the Division is going to thrive with the cuts I have recommended,
then people must work as a team and not think of themselves in silos by job titles.
This requires a big mental shift in the way of doing business. However, anything
less than total teamwork probably means failure. I have set a very tall task for the
remaining employees. But it is also possible that they may find their expanded
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