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MEMORANDUM
DATE: MAY 4, 2006
TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL
FROM: JAMES K. HARTMANN, CITY MANAGERg

SUBJECT: ORDINANCE SOLICITING FRANCHISE PROPOSALS TO USE THE PUBLIC
RIGHT-OF-WAY TO PROVIDE FREE WIRELESS INTERNET ACCESS
SERVICE IN THE CITY

ISSUE: Consideration of an ordinance to provide for the advertising and receipt of proposals for
the granting of a franchise to install and maintain equipment to operate a citywide commercial
wireless broadband Internet service, and to establish a process for granting said franchise.

RECOMMENDATION: That City Council pass the ordinance (Attachment} on first reading
and schedule it for public hearing, second reading and final passage on Saturday, May 20, 2006.

DISCUSSION: In April 2005, as a pilot project, the City of Alexandria became the first
jurisdiction in the Washington, D.C. metropolitan area to offer free public Internet access in a
key commercial/pedestrian area of the City (Potomac River Waterfront to Washington Street). To
date the public reaction, national and regional media attention, and use has been almost all
uniformly positive. As information technology communication (wireless multifunction phones,
PDA’s, laptops, etc.) becomes more mobile and more robust, and as the public adapts and
embraces a more mobile information technology lifestyle, the demand for wireless services has
increased exponentially in a very short time period. As a result, both the demand and the
technology appear to be at the point that the commercial sector would be willing to entirely fund
and invest in a citywide wireless system which would provide a fee-based broadband service to
the public across the entire City. Such a service would entail both indoor and outdoor access to a
wireless system.

The City desires a citywide wireless network, in order to increase the availability and lower the
cost of mobile applications and devices for its residents and businesses. Enabling additional
competition in the marketplace beyond the traditional hard-wired Internet connections (dial-up,
DSL, or fiber-based broadband) would create more choice, and create more price competition. In
addition, by moving now the City would maintain a leadership position in the deployment of
information technology. In addition to the benefits the public would gain, there would be
potential benefits to the City in its public safety operations and other City field operations.
Computer applications have moved increasingly to mobile applications with computers now
installed in most City police and fire vehicles.



After reviewing the experiences of other localities, staff recommends that the City pursue a
model in which a private firm, or group of firms, builds a citywide network at their expense. In
exchange for the right to mount equipment on public structures in the right of way (such as on
traffic lights) and on public property (such as the roofs of City buildings), the City would seek to
have the selected franchise provide free network access to the City for municipal use. This not
only would provide the City new capability, but also potentially create substantial
communications operating budget savings.

While the level of public benefit would be determined by the competitive franchise awarding
process, one additional City goal in the franchise process which will be sought would be to
obtain free wireless Internet for ninth grade and high school students (grades 9-12) with
Alexandria City Public School-issued laptops to the School system’s computer and Internet
access system. This would greatly expand the usefulness of the School-issued laptops by
allowing access from home or anywhere else in the City (this would not be full Internet access,
but the restricted access that School policy has established). It appears that wireless technology
can create both a general public (unrestricted) Internet access, as well as a School system
designed (restricted) Internet access. What is not known is whether or not any of the prospective
wireless vendors will be able and willing to offer this School related access, or at what cost (if
any). The City’s goal is to obtain free School laptop access through the wireless franchise
provider.

Additionally, during the competitive franchise process the City would also be seeking the
successful wireless provider to offer free access to the public in certain pedestrian areas of the
City, and free or reduced-price access to some number of low-income residents. The firms
would then sell retail access to residential and business customers at market rates, and wholesale
access to other Internet service providers. The City would not regulate the rates charged to the
general public, except that the City would seek to obtain a first year retail residential account
price guarantee.

To promote a fair and equitable market for Internet services, in which both businesses and
consumers receive the most benefit, the City will not offer an Internet product or service to the
public in competition with a private provider. While there will be only one franchise award under
this process, at a later date the City could also award additional wireless franchises.

Since firms are expected to need a contract term of at least five years in order to realize a
sufficient return on their substantial upfront investment, state law requires the use of the
franchise process instead of a request for proposals (RFP) process. Under this franchise process,
the proposed ordinance (Attachment) is adopted to advertise the draft of a second ordinance
(contained within the proposed ordinance) and related conditions included, and also the
ordinance would invite proposals for a franchise. Using the State-mandated franchise law, bids
would be received and then announced in open Council session at the June 27 legislative
meeting, and referred to the City Manager, or his designee, for evaluation and negotiation during
Council's summer recess. The City Manager would make a recommendation for award as early



as September, and Council would then adopt the second ordinance soon thereafter with the terms
of the negotiated agreement included as part of Council’s approval of the franchise award. We
expect that construction and configuration of the network would take six to nine months, with the
network becoming operational in the first half of 2007,

FISCAL IMPACT: The franchise is expected to have a positive fiscal impact, since the wireless
business model described above will not result in the expenditure of City funds to build or
operate the network. In addition, depending on proposals received and the outcome of
negotiations, the City has the potential to save the City monies by being able to access the
wireless system at no cost. Also, there would be a positive impact on the City as a whole since
competition for wireless broadband service will increase (and therefore influence market prices),
as well as wireless citywide coverage will be of economic benefit to the City, its residents and
businesses. There would be no franchise fee paid to the City as the new state
telecomrnunications tax law which the General Assembly has just passed (and which goes into
effect January 1, 2007) prohibits local franchise fees for telecommunications franchises, but there
would be a 5% tax paid by system customers to the State. These tax funds would be pooled and
remitted to localities by formula.

ATTACHMENT: Ordinance to Provide for Advertising and Receipt of Bids for Wireless
Franchise
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Mark Jinks, Deputy City Manager

Mike Herway, Director, Information Technology Services

Craig Fifer, E-Government Manager, Information Technology Services






