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DolT Broadband Proviso ORD
April 15, 2008

Version #7

ORDINAI\'ICE»‘. \22674

AN ORDINANCE related to the City’s Broadband Initiative; amending a budget proviso that
restricts spending of the amount appropriated in the 2008 Adopted Budget in the
Department of Information Technology’s Office of Electromc Communications Budget
Control Level.

WHEREAS, the City, through the Depaﬁment of Information Technology (DolT), has been
evaluating options for increasing competitive choice and bandwidth capacity of broadband
services in Seattle since 2004; and

WHEREAS, the City’s Task Force on Telecommunications Innovation, established in 2004 pursuant
to Resolution 30684, released a report in 2005 which concluded that a fiber to the premises
(FTTP) network is the only access network capable of meeting the goal adopted by the Task
Force of true broadband connectivity for all Seattle residents by 201 5; and

WHEREAS, at the direction of the Mayor and pursuant to the Mayor’s Broadband Initiative, Dol T
issued a Request for Interest (RFI) and arranged for-a consultant to prepare a financial
feasibility study for a new FTTP network in Seattle; and

WHEREAS, as a next step for the Broadband Initiative, the Mayor has requested that DolT issue a
Request for Proposal (RFP) to private organizations interested in participating in the '
development of a FTTP network in Seattle; and

WHEREAS, DolT presented a progress report to the City Council’s Energy & Technology
Committee in December 2007, in accordance with the City Council’s budget guidance
statement, outlining the results of the consultant’s financial feasibility study for the
Broadband Initiative; and

WHEREAS, the 2008 Adopted Budget provides $213,461 in DolT’s Office of Electronic -
Communications Budget Control Level to fund two (2) positions that were added by the City
Council in 2006 for the Broadband Initiative but have not been filled; and

WHEREAS, in adopting the 2008 budget, the City Council approved Green Sheet 92-1-A-2, thereby
imposing a budget proviso restricting expenditure of the $213,461 appropriation in DolT’s
2008 Adopted Budget until authorized by a future ordinance; and

WHEREAS, the City Council stated its intent to authorize expenditure of the 2008 Broadband
Initiative funds after Dol T submits a proposal to the City Council for moving forward on the
Broadband Initiative, and the City Council reviews the proposal and gives its direction; and

WHEREAS, DolT submits a proposal with this legislation entitled “Broadband Initiative: Next Steps
(2008)” (attached hereto as Attachment A) which describes its plan to develop a RFP to be
published by 3" Quarter of 2008 and includes estimated costs; and

WHEREAS, DolT wishes to use $185,000 of the $213,461 'appropriation in Dol T’s 2008 Adopted
Budget to develop the RFP and evaluate responses; and

Form Last Revised on December 31, 2007 1
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WHEREAS, the City Council has reviewed the Broadband Initiative proposal and concurs with the
plan to move forward to develop an RFP; and

WHEREAS, the City Council believes that a wireless network may hold promise for providing
broadband connectivity in Seattle, and therefore has requested that DolT develop an RFP for
a new FTTP network or a new wireless network or a hybrid of the two; and

WHEREAS, the City Council wants the opportun'ity to review and comment on policy issues; NOW, [

THEREFORE,
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. The restriction imposed by the following budget proviso as adopted by

Ordinance 122560 is amended as follows:

Department Green Sheet # ' BCL Name / Code
Department of Information 92-1-A-2 - | Office of Electronic
Technology _ ' Communications / D4402

“$213,461 of the money appropriated for 2008 for the Department of Information

Technology’s (DolT’s) Office of Electronic Communications BCL may not be spent to fund new

positions for the Broadband Initiative until authorized by a future ordinance; however, an amount
up to $185.000 may be used to develop a request for proposal (RFP) for a new FTTP network in
Seattle or a new wireless network in Seattle or a hybrid FTTP and wireless network, and evaluate
responses as described in DolT’s report entitled Broadband Initiative: Next Sfeps (2008) (with the
addition of consideration of a wireless network), provided that DolT shall consult with the Couvncil.

prior to issuing the RFP affording an opportunity for Council review and comment on policy issues.

Council anticipates that ((sueh)) the authority to spend more than allowed in this proviso will not be |-

granted until DolT provides a report on the RFP results and subrits a proposal to the Council for

moving forward on the Broadband Initiative, and the Council reviews the proposal and gives

direction.”

Form Last Revised on December 31, 2007 2
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Section 2. The Council intends that Dol T hire one or more consultants as outlined in its
report entitled Broadband Initiative: Ne*t Steps (2008) td assist in drafting an RFP. The Council
requests that Dol T present the draft RFP to the Energy and Technology Committee before it is
issued so that Councilmembers can review the policy issues réﬂected in the draft RFP and comment
on them. In particular, the Council will review any préposed provisions in the draft RFP that
pertain to the use of City assets and the conditions under which such assets may be used. This

review will also provide an opportunity for Councilmembers to confirm that issuing an RFP is the

appropriate next step to improve broadband access for Seattle residents, businesses, and institutions.
Section 3. This ordinance shall take effect and be in force thirty (30) days from and after

|| its approval by the Mayor, but if not approved and returned by the Mayor within ten (10) days >after

preséntation, it shall take effect as provided by Municipal Code Section 1.04.020.
» st _
Passed by the City Council the & I~ day of A— Q p_'\\ , 2008, and

St
signed by me in open session in authentication of its passage this 2 ) day of

,/\—Pp_.’\ ,‘2008. : %/&

‘Presfdent_______ of the City Council

Approved by me this deay of (\ P 7 2008.

&\NQ%

regoryJ ickels, Mayor

m l
Filed by me%s-xﬁz\: day of ,\2008

Clty(/}érk .\ ' l !

(Seal)

Attachment A: Report to the Council entitled “Broadband Initiative: Next Steps (2008)”
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City of Seattle

Gregory J. Nickels, Mayor

Department of Inforlilation Technology
Bill Schrier, Director and Chief Technology Officer

Date: February 14, 2008 (corrected April 15, 2008)
To: Seattle City Councilmembers
CC: Regina La Belle; Erin Devoto; Tony Perez

From: Bill Schrier, Chief Technology Officer
. Department of Information Technology

Subject:  Broadband Initiative: Next Steps (2008)

This memo provides Council with a brief history and overview of the Fiber Broadband Initiative,
outlines the next steps, and provides a general timeline and approximate costs for completing the
Broadband Request for Proposal (RFP) process as directed by the Mayor.

In preparation for the Comcast franchise renewal process during 2004, the Office of Cable
Communications convened a panel of telecom experts to explore recent advances in broadband
communications. The goal was to ensure that the City be positioned to exploit opportunities in
emerging technologies and retain its standing as a techno]ogy leader. Shortly thereafter, the Mayor and
City Council adopted Resolution No. 30684 creatmg the Taskforce on Telecommunications Innovation
“to explore and report on the feasibility of using City resources in a network available to the public”.
Such a network would provide Internet, television and voice service and a platform for other future
applications. '

|

1. Actions Taken to Date

A. Taskforce report, May 2005 ' .
The report highlighted eight recommendations ranging from “...the City working with private
companies to encourage development by the private sector...” to recommending that “City government
needs to lead the way and encourage the development of a robust broadband network if the City is to
have the broadband infrastructure it needs.” The report found a truly long-term, robust, broadband
network requires a network of fiber optic cable to each home or business. The report also found Seattle
to have little choice in telecommunications and cable. Only two major service providers (Qwest and
Comcast) exist and they are essentially a duopoly with little competition and little incentive (or in

Qwest’s case, ability) to innovate. Consequently, there are high prices for businesses and consumers in .

Seattle, not unlike other areas of the country.

B. Request for Interest, April 2006 - October 2006

Pursuant to the Mayor’s Broadband Initiative, DoIT advertised a process to attract interested developers.

Twenty-eight companies responded and 11 of those were invited to a discussion regarding their ideas
for developing a fiber network in Seattle. The firms indicated that the City’s non-cash assets (e.g.,
poles, permitting, land, and population) were of value to a developer interested in building a network,

* and they were also interested in the possibility of using City Light’s substations as nodes. While all

firms suggested that the City should commit to being an anchor tenant in a fiber network to attract

Department of Information Technology
Key Tower, Suite 2700, 700 Fifth Avenue, P. O. Box 94709 Seattle, WA 98124-4709
Tel (206) 684-0600, TDD: (206) 233-7810, Fax: (206) 684-091 1, http//www.cityofseattle.net -
An equal employment opportunity, affirmative actlon employer. Accommodations for people with disabilities provided upon request.
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private developers, others suggested that some level of City funding would be necessary- tosignal the
City’s commitment to go forward and perhaps help secure private financing on more attractive terms.
None of the firms indicated what size of investment would be necessary by the City.

Incumbent providers (Qwest, Comcast, and Millennium) have indicated that they are not interested in
making significant investments to upgrade their networks to fiber broadband in Seattle. Other private
firms will not make the investment in Seattle because they do not want to take on the incumbent °

© providers. Other cities throughout the U.S. either have incumbents who are willing to make the
investment such as Verizon in Kirkland, Everett, Redmond, and Woodinville, or the cities themselves
are making the investments because the electric utilities ﬁ/nd a benefit in doing so.

C. Completed Market Feasibility Study, May.2007
The consultant contacted 384 residents by phone. Questions were asked about telephone usage, cable
providers and internet service. Not surprisingly, respondents want competition, lower prices, and better
service. .

. D. Completed Financial Feasibility Study, May 2007
As a follow up, in 2007 DolT completed a financial feasibility study to explore the potential
profitability of a fiber broadband network in Seattle and to assess the capital commitment required.
Among the findings: the cost to build a fiber broadband network available to al] in Seattle would be
approximately $250M with an additional $250M to connect every home and business to the network.

2. Executive Direction

' The Mayor directed DolT to issue a RFP to solicit proposals from private parties interested in
developing a fiber broadband network in Seattle. The RFP will be published in 3" quarter of 2008. -
Evaluation of responses and recommendations will be completed by 4™ quarter of 2008.

For several reasons, the RFP process was the best of several 0pt|ons ranging from doing nothing to full
City fi nancmg

e The costs to build the network are very high. The City should not place its financial capital at
risk particularly as the development of fiber broadband networks is in its mfant stages and few
successful models exist.

e The RFl indicated that there is s1gmﬁcant interest among private providers in using the City’s
non-cash assets to the extent legally and practically possible. It is worth knowing if the private
sector can leverage these assets and other resources to bring competition to Seattle.

e The RFP will send a signal to the private sector that the City wants competition and is doing
everything that it can to create a favorable climate for private investment.

e The costs for developing an RFP are reasonable (see below)

- Requirements of the project and the extent of the City’s participation will be identified during the RFP
development process. It is expected that several firms or consortia will present compelling proposals
that would lead to serious discussions about how best to develop a competitive fiber broadband network
in Seattle.

3. Next Steps and Required Funding

To publish a RFP  for a FTTP network by the 3" quarter 2008, Dol T will complete the steps outlmed in
Table 1 below. Due to the level and specialized nature of the work, consultants will be needed. DoIT
estimates that approximately $185,000 will be required. As per the accompanying legislation lifting the
Council proviso, DolT needs to reprogram salary savings from the two unfilled Broadband positions
towards development of the RFP. The two positions will be required only in the event that the RFP is
successful.

Attachment A to DolIT Broadband Proviso ORD



"TABLEL

Next Steps Timeframe Estimated Costs
A.Identify, quantify and assign cost values for City (1Q-3Q) Approximately
assets available for this network: $40- $60k will be
Determine which assets can be used. For example, City Light needed for
conduit, SPU water crossings, existing fiber owned by the consultant
Fiber Partnership, etc. : assistance (240 hrs

‘ @9$250/hr)

Determine the conditions, both practical and legal, under
which the City’s assets may be used and calculate the value
of those assets in the context of the telecommunications
market.

‘| B. Address Legal Issues: There are a number of legal issues | (1Q —4Q) We estimate that up.
that relate to the Broadband Initiative. We will need to retain to $70k may be
outside counsel for much of this work due to the specialized required.
nature of telecommunications law. (Approximately

' 230 hrs @ $300/hr)
C. Permitting Facilitation: (2Q-3Q) $5k for Consultant
assistance(20

| 1. Identify existing permitting processes and define what hrs@$250/hr)

a competitor would need to do to build a city-wide fiber working with DolT

network. Identify potential cost and time involved. staff and staff from
: ' relevant

2. Obtain any recommendations on how to departments

streamline the process.

3. Obtain buy in from respective departments -

D. RFP: Develop/Issue/Evaluate Responses/Make (2Q-4Q) Approximately

Recommendations $50k (200 hrs.
@$250/hr)
Other RFP Development Tasks:
e Technical analysis of proposed network architecture
e Create summaries of engineering and market data
e Contracting staff time '
e Developing submission requirements
RFP Advertising/Bid Analysis:
e Evaluation and selection criteria
* Selection process
e Evaluation of proposals
e Interviews
e Recommendations
Total estimated cost to conduct preparatory work and $185k

RFP process

Attachment A to DolT Broadband Proviso ORD
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FISCAL NOTE FOR NON-CAPITAL PROJECTS
Departm'ent: Contact Person/Phone: DOF Analyst/Phone:
-\ Department of Information Erin Devoto/233-7937 Matthew Eng/684-8157
Technology Tony Perez/386-0070

Legislation Title:

AN ORDINANCE related to the City’s Broadband Initiative; amending a budget proviso that restricts
spending of the amount appropriated in the 2008 Adopted Budget in the Department of Information
Technology’s Office of Electronic Communications Budget Control Level.

e Summary of the Legislation:
This legislation amends a budget proviso that restricts spending of the amount appropriated in the

2008 Adopted Budget for the Broadband Initiative. In the 2008 Adopted Budget, City Council
authorized $213,461 to fund two positions for the Broadband Initiative, but restricted spending of this
amount until DolIT submitted a proposal for moving forward with the Broadband Initiative, City
Council reviews the proposal, and gives its direction. With this legislation, DolT submits a proposal
to Council to use a portion of the 2008 Broadband Initiative appropriation to fund development of a
Request for Proposals (RFP) for a private entity to participate in the development of a fiber to the
premises (FTTP) network in Seattle and to evaluate the RFP responses. The Council amended the
proposed legislation to expand the RFP to include a new FTTP network or a new wireless network or
a hybrid of the two. Amendment of the proviso will allow the expenditure of $185,000 from the
amount allocated in DolIT’s 2008 Adopted Budget for the Broadband Initiative.

o Background: (Include brief description of the purpose and context of legtslatzon and include
record of previous legislation and funding history, if applicable):

The City, through the Department of Information Technology, has been evaluating various options for
improving Broadband communications for residents in the City since 2004. The City conducted a
Futurist Panel in 2004 and established a Task Force on Telecommunications Innovations (see
Resolution 30684). In its 2005 report, the Task Force determined that an FTTP network was the only
technology capable of meeting the City’s future communications needs and interests, and its goal of
true broadband connectivity for all Seattle residents by 2015. Such a network has the potential to
provide a number of benefits to the City and its residents, many of which are outlined in the Task
Force report, including increased citizen participation in government, increased jobs and City
services, reduced traffic congestion by supperting telecommuting, access to the latest technology to
communicate with frlends and family in new ways, and access to their choice of information and
entertainment,

In 2006, the City published a Request for Interest (RFI) to identify potential broadband providers.
This effort resulted in 28 responses from private organizations, 11 of whom were interviewed by
DolT to determine potential City requirements to build an FTTP network in Seattle. DolT then
arranged for a consultant to develop a financial feasibility study, including performing 4 specific
tasks: 1) investigate market rates; 2) conduct a survey to understand residential demand; 3) conduct
an engineering study to arrive at a reliable cost estimate for building a fiber network; and 4) provide
an analysis of other costs of providing service and operating a network. The financial feasibility
study concluded, among other things, that a new FTTP network in Seattle could potentially be
profitable.

‘
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As a next step for the Broadband Initiative, the Mayor has requested that Dol T publish an RFP
seeking a private organization to participate in the building of an FTTP network in Seattle. The
Council has requested that DolT expand the RFP to include a new FTTP network or a new wireless
network or a hybrid of the two. Requirements of the project and the extent of the City’s participation
will be identified during the RFP development process. DolT will consult with the Council prior to
1ssumg the RFP affording an opportunity for Council review and comment on policy issues. The RFP
is expected to be published in the 3" quarter of 2008.

In DolT’s 2008 Adopted Budget $213,461 was appropriated to fund two positions that were

- originally added by the Council in 2006. These positions were never filled, due to the need to

conduct further research and analysis as described above. The 2008 funds were restricted by a
Council proviso, which states that the funds may not be spent until DolT submits a proposal for
moving forward with the Broadband Initiative, Council reviews the proposal and gives its direction.
To fund the RFP, DolT is requesting that $185,000 of the funds currently appropriated in DolT’s
2008 Adopted Budget ($213,461) be released for RFP development and evaluation of RFP responses.
'DolT provides a proposal with this legislation entitled “Broadband Initiative: Next Steps (2008),”
which includes plans and estimated costs for RFP development and evaluation of RFP responses (see
. Attachment A to the legislation),

DolT will report to the City Council on the RFP results by 4" quarter 2008 and potentially submit a
proposal for funding for, and action on, the Broadband Initiative.
e Please check one of the following:

This legislation does not have any financial implications. (Stop here and delete the
remainder of this document prior to saving and printing.)

X_ This legislation has ﬁnanéial implications. (Please complete all relevant sections that
Jollow.) '

Note: This legislation modifies restrictions on the use of funds that are already appropriated to the.
Department of Information Technology in the 2008 Adopted Budget.

Please list attachments to the fiscal note below:

None. (See Attachment A to the legislation.)
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(cﬁ) City of Seattle

“Gregory J. Nickels, Mayor

Office of the Mayor
March 4, 2008

Honorable Richard Conlin
President

Seattle City Council

City Hall, 2™ Floor

Dear Council President Conlin:

I am pleased to transmit the attached proposed Council Bill that amends a Council budget proviso to
release funds appropriated in the Department of Information Technology’s (DolT’s) 2008 Adopted
Budget. The funds will be used to develop, issue, and evaluate a Request for Proposals (RFP) that
will potentially increase broadband competition and services, and meet Seattle’s future
communications needs. '

Increasingly access to information in real time will determine a city’s ability to compete globally.
Since 2004, City staff have evaluated options to increase competition and improve broadband
communications in Seattle, including conducting discussions with industry experts, creating a Task
Force on Telecommunications Innovation, issuing a Request for Interest (RFI), and developing a
financial feasibility study. Further, I have asked City Light to explore developing its own broadband
solution. The RFP to be funded upon passage of this bill represents the next step to ensure Seattle
will have a “fiber to the premises” (FTTP) communications network similar to those in other major
cities in the United States and around the world. '

Specifically, the attached legislation amends a budget proviso that restricts spending of $213,461 to
fund two positions until DoIT submits a proposal for moving forward with the Broadband Initiative.
I have attached a report to the City Council which satisfies the intended requirements of the proviso,
allowing $185,000 of the amount allocated in DoIT’s 2008 Adopted Budget to be spent in support of
the Broadband Initiative.

Thank you for your consideration of this legislation. Should you have questions, please contact Erin
Devoto at 233-7937 or Tony Perez at 386-0070.

yor of Sgattle

cc: Honorabig-Members of the Seattle Sity Council

600 Fourth Avenue, 7™ Floor, P.O. Box 94749, Seattle, WA 98124-4749
Tel: (206) 684-4000, TDD: (206) 615-0476 Fax: (206) 684-5360, Email: mayors.office@seattle.gov

An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon reque@
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MEMORANDUM

Date: - May 21,2008

To: File for Ordinance 122674 (C.B. 116178)
From: Martha Lester

Subject: Working Drafts of Council Bill Related to Broadband Initiative Budget Proviso

C.B. 116178 was introduced on April 7, 2008, as version #3b. On April .16 2008, the Energy and
Technology Committee amended the C.B. and approved version #7, which was then passed by the Full
Council on April 21, 2008.

The intervening versions (4 through 6) were mtemal working drafts, as [ developed suggested language
for Councilmembers to consider.

Broadband - memo to file re versions of CB 116178.doc
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roadband Proviso ORD

ORDINANCE

WHEREAS, the City, thrxough the Departmént of Information Technology (DolT), has been
evaluating options¥or increasing competitive choice and bandwidth capacity of
broadband services 1y Seattle since 2004; and

WHEREAS, the City’s Task Fotce on Telecommunications Innovation, established in 2004
pursuant to Resolution 30§84, released a report in 2005 which concluded that a fiber to
the premises (FTTP) network is the only access network capable of meeting the goal
adopted by the Task Force of frue broadband connectivity for all Seattle residents by
2015; and :

WHEREAS, at the direction of the Mayor and pursuant to the Mayor’s Broadband Initiative,
DolT issued a Request for Interest (RFI) and arranged for a consultant to prepare a
financial feasibility study for a new F'RI'P network in Seattle; and

WHEREAS, as a next step for the Broadband Initiative, the Mayor has requested that DoIT
issue a Request for Proposal (RFP) to private organizations interested in participating in
the development of a FTTP network in Seattle; and

WHEREAS, DolT presented a progress report to the CitjCouncil’s Energy & Technology
Committee in November 2007, in accordance with the City Council’s budget guidance
statement, outlining the results of the consultant’s fingncial feasibility study for the
Broadband Initiative; and

WHEREAS, the 2008 Adopted Budget prdvides $213,461 in Dol K’s Office of Electronié
- Communications Budget Control Level to fund two (2) positions that were added by the
City Council in 2006 for the Broadband Initiative but have not\been filled; and

WHEREAS, in adopting'the 2008 budget, the City Council approved Gregn Sheet 92-1-A-2,
thereby imposing a budget proviso restricting expenditure of the $213,461 appropriation
in DoIT’s 2008 Adopted Budget until authorized by a future ordinanck; and

WHEREAS, the City Council stated its intent to authorize expenditure of the 200§ Broadband
Initiative funds after DolT submits a proposal to the City Council for moving forward on
the Broadband Initiative, and the City Council reviews the proposal and gives\ts
direction; and ' '

Form Last Revised on December 31, 2007 1
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Adopted Bugdget to develop the RFP and evaluate responses; and

| WHEREAS, the City Gouncil has reviewed the Broadband Initiative proposal and concurs with

the plan to moveforward with the RFP; NOW, THEREFORE,
BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS:
Section 1. The restriction imposed by the following budget proviso as adopted by

Ordinance 122560 is amended as follows:

Department Gree, Sheet # BCL Name / Code
Department of Information 92-1-AK ‘ Office of Electronic
Technology Communications / D4402

“$213,461 of the money appropriated for 2008 for the Department of Information
Technology’s (Dol T’s) Office of Electronic Communications BCL may not be spentto fund

new positions for the Broadband Initiative until auth

ized by a future ordinance; however, an

amount up to $185.000 may be used to develop a requesi\for proposal (RFP) for a new FTTP

network in Seattle and evaluate responses as described in DolT’s report entitled Broadband

Initiative: Next Steps (2008). Council anticipates that ((sueh))\tl?:thority to spend more than

allowed in this proviso will not be granted until DoIT provides a repart on the RFP results and

submits a proposal to the Council for moving forward on the Broadband\Initiative, and the

Council reviews the proposal and gives direction.”

Form Last Revised on December 31, 2007 2
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Broadband Proviso ORD
19, 2008

Version ¥3b

ection 2. This ordinance shall take effect and be in force thirty (30) days from and
after its appro\al by the Mayor, but if not approved and returned by the Mayor within ten (10)
days after presentation, it shall take effect as provided by Municipal Code Section 1.04.020.

Passed by the'City Council the ___ day of , 2008, and

signed by me in open ses k)\rtin authentication of its passage this day of
, 200
President of the City Council
Approved by me this day of , 2008.
Gregory\. Nickels, Mayor
Filed by me this day of , 2008.

\

City Clerk
(Seal)

Attachment A: Report to the Council entitled “Broadband Initiative: Next Staps (2008)
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ity of Seattle

Grasgory JI. Nickels, Mayor

Department of Information Technology
Bill Schrigr, Director and Chief Technology Officer

Date: bruary 14, 2008
To: Seattlg City Councilmembers
CC:  Regina LABelle; Erin Devoto; Tony Perez

From: Bill Schrier, Ghief Technology Officer
Department of Information Technology

Subject:  Broadband Initiative:

\Itlext Steps (2008)

This memo provides Council with \brief history and overview of the Fiber Broadband Initiative,
outlines the next steps, and provides a\gencral timeline and approximate costs for completing the
Broadband Request for Proposal (RFP)'process as directed by the Mayor. '

In preparation for the Comcast franchise rengwal process during 2004, the Office of Cable
Communications convened a panel of tclecom\cxperts to explore recent advances in broadband
communications. The goal was to ensure that the City be positioned to exploit opportunities in
emerging technologies and retain its standing as atechnology leader. Shortly thereafter, the Mayor and
City Council adopted Resolution No. 30684 creating the Taskforce on Telecommunications Innovation
“to explore and report on the feasibility of using City\resources in a network available to.the public”.
Such a network would provide Internet, television and Vgice service and a platform for other future
applications.

1. Actions Taken to Date

A. Taskforce report, May 2005 ' :
The report highlighted eight recommendations ranging from “...the\City working with private
companies to encourage development by the private sector...” to recommmending that “City government
needs to lead the way and encourage the development of a robust broagb\and network if the City is to
have the broadband infrastructure it needs.” The report found a truly longcterm, robust, broadband
network requires a network of fiber optic cable to each home or business. \1“ e report also found Seattle . -
to have little choice in telecommunications and cable. Only two major servicg providers (Qwest and
Comcast) exist and they are essentially a duopoly with little competition and little incentive (or in
Qwest’s case, ability) to innovate. Consequently, there are high prices for businesses and consumers in
Seattle, not unlike other areas of the country. ' '

B. Request for Interest, April 2006 - October 2006 :
Pursuant to the Mayor’s Broadband Initiative, DolT advertised a process to attract interested developers.
Twenty-eight companies responded and 11 of those were invited to a discussion regarding their ideas
for developing a fiber network in Seattle. The firms indicated that the City’s non-cash assetsg.g.,

- poles, permitting, land, and population) were of value to a developer interested in building a network,
and they were also interested in the possibility of using City Light’s substations as nodes. While a]l
firms suggested that the City should commit to being an anchor tenant in a fiber network to attract

‘ Department of Information Technology
Key Tower, Suite 2700, 700 Fifth Avenue, P. O. Box 94709 Seattle, WA 98124-4709

Tel (206) 684-0600, TDD: (206) 233-7810, Fax: (206) 684-0911, http//www.cityofseattle.net
‘An equal employment opportunity, affirmative action employer. Accommodations for people with disabilities provided upon request.
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priNate developers, others suggested that some level of City funding would be necessary to signal the
City’s,commitment to go forward and perhaps help secure private financing on more attractive terms.
None ofithe firms indicated what size of investment would be necessary by the City.

Incumbent providers (Qwest, Comcast, and Millennium) have indicated that they are not interested in
making signifisant investments to upgrade their networks to: fiber broadband in Seattle. Other private
firms will not make the investment in Seattle because they do not want to take on the incumbent
providers. Other cities throughout the U.S. either have incumbents who are willing to make the
investment such as Vgrizon in Kirkland, Everett, Redmond, and Woodinville, or the cmes themselves
are making the investments because the electric utilities find a benefit in doing so.

C. Completed Market Feasibility Study, May 2007
The consultant contacted 384esidents by phone. Questions were asked about telephone usage, cabie
providers and internet service. ‘ot surprisingly, respondents want competition, lower prices, and better
service.

D. Completed Financial Fegsibility Study, May 2007
As a follow up, in 2007 DoIT completéq a financial feasibility study to explore the potential
profitability of a fiber broadband netwoi\\ien Seattle and to assess the capital commitment required.
bég broadband network available to all in Seattle would be
M to connect every home and business to the network.

Among the findings: the cost to build a fi
approximately $250M with an additional $2

2. Executive Direction
The Mayor directed DolT to issue a RFP to solicit groposals from private parties interested in
developing a fiber broadband network in Seattle. Thg RFP will be published in 3" quarter of 2008.
Evaluation of responses and recommendations will besompleted by 4" quarter of 2008.

For several reasons, the RFP process was the best of severa] options ranging from doing nothing to full
City financing:

o The costs to build the network are very high. The City should not place its financial capital at
risk particularly as the deve]opment of fiber broadband nelyorks is in its infant stages and few
successful models exist..

e The RFI indicated that there is significant interest among private providers in using the City’s
non-cash assets to the extent legally and practically possible. ItNonh knowing if the private
sector can leverage these assets and other resources to bring competition to Seattle.

e The RFP will send a signal to the private sector that the City wants ¢ mpetmon and is doing
everything that it can to create a favorable climate for private investmext.

e The costs for developing an RFP are reasonable (see below).

Requirements of the project and the extent of the City’s participation will be identifiéd during the RFP
development process. It is expected that several firms or consortia will present compeling proposals
that would lead to serious dlscusswns about how best to develop a competltlve fiber broadband network
in Seattle.

3. Next Steps and Required Funding
To publish a RFP for a FTTP network by the 3" quarter 2008, DoIT will complete the steps outliyed in
Table I below. Due to the level and specialized nature of the work, consultants will be needed. Do K
estimates that approximately $185,000 will be required. As per the accompanying legislation lifting
Council proviso, DolIT needs to reprogram salary savings from the two unfilled Broadband positions
towards development of the RFP. The two positions will be required only in the event that the RFP is
successful.

2 ' - Ems
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\ TABLE L
\ Next Steps Timeframe Estimated Costs
A. Identify, quantify and assign cost values for City (1Q-3Q) Approximately
assets available for this network: $40- $60k will be
Determine which assets can be used. For example, City Light needed for
conduit, SPU Water crossings, existing fiber owned by the consultant
Fiber Partnership, etc. assistance (240 hrs
: @$250/hr)
Determine the conditjons, both practical and legal, under
which the City’s assetsymay be used and calculate the value
of those assets in the context of the telecommunications
market. \\
B. Address Legal Issues: There area number of legal issues | (1Q - 4Q) We estimate that up
*| that relate to the Broadband Initiagive. We will need to retain to $70k may be -
outside counsel for much of this wark due to the specialized _required.
nature of telecommunications law. (Approximately
330 hrs @ $300/hr)
C._Permitting Facilitation: (2Q-3Q) $5k for Consultant
' assistance(20
1. Identify existing permitting processes and\define what hrs@$250/hr)
a competitor would need to do to build a city-wide fiber working with DolIT
network. Identify potential cost and time involv staff and staff from
relevant
' 2. Obtain any recommendations on how to departments
streamline the process.
3. Obtain buy in from respective departments
D. RFP: Develop/Issue/Evaluate Responses/Make (2Q-4Q) Approximately
Recommendations ' ' $50k (200 hrs.
@%$250/hr)
Other RFP Development Tasks:
e Technical analysis of proposed network architecture
- o Create summaries of engineering and market data
o Contracting staff time
¢ Developing submission requirements
RFP Advertising/Bid Analysis:
¢ Evaluation and selection criteria
e Selection process
e Evaluation of proposals
e - Interviews
"¢ Recommendations :
Total estimated cost to conduct preparatory work an $185k

N\

RFP process : , ‘

3 N
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Febryary 19, 2008

Versidn #4
Form revised November 15, 2007
FISCAL NOTE FOR NON-CAPITAL PROJECTS
Department: \ : Contact Person/Phone: DOF Analyst/Phone:
Department of Information Erin Devoto/233-7937 Matthew Eng/684-8157
Technology Tony Perez/386-0070

Legislation Title: \ ’

AN ORDINANCE related to the City’s Broadband Initiative; amending a budget proviso that restricts
spending of the amount Qp ropriated in the 2008 Adopted Budget in the Department of Information
Technology’s Office of Elgionic Communications Budget Control Level.

o Summary of the Legislation:
This legislation amends a budge&groviso that restricts spending of the amount appropriated in the

2008 Adopted Budget for the Broadband Initiative. In the 2008 Adopted Budget, City Council
authorized $213,461 to fund two positions for the Broadband Initiative, but restricted spending of this
amount until DolT submitted a proposal for moving forward with the Broadband Initiative, City
Council reviews the proposal, and giveggs direction. With this legislation, DoIT submits a proposal
to Council to use a portion of the 2008 Brgadband Initiative appropriation to fund development of a
Request for Proposals (RFP) for a private entity to participate in the development of a fiber to the
premises (FTTP) network in Seattle and to evgluate the RFP responses. Amendment of the proviso
will allow the expenditure of $185,000 from thg amount allocated in Dol T’s 2008 Adopted Budget
for the Broadband Initiative. '

o Background: (Include brief description of the p¥rpose and context of legislation and include
record of previous legislation and funding historyNf applicable):

improving Broadband communications for residents in the Gty since 2004. The City conducted a
Futurist Panel in 2004 and established a Task Force on Telecommunications Innovations (see
Resolution 30684). In its 2005 report, the Task Force determinkd that an FTTP network was the only
technology capable of meeting the City’s future communications ieeds and interests, and its goal of
true broadband connectivity for all Seattle residents by 2015. SuchMg network has the potential to
provide a number of benefits to the City and its residents, many of which are outlined in the Task
Force report, including increased citizen participation in government, ihgreased jobs and City
services, reduced traffic congestion by supporting telecommuting, access\o the latest technology to
communicate with friends and family in new ways, and access to their chole of information and
entertainment.

The City, through the Department of Information Techno %; has been evaluating various options for

In 2006, the City published a Request for Interest (RFI) to identify potential broadband providers.
This effort resulted in 28 responses from private organizations, 11 of whom were terviewed by
DolT to determine potential City requirements to build an FTTP network in Seattle.\DolIT then
arranged for a consultant to develop a financial feasibility study, including performing\4 specific
tasks: 1) investigate market rates; 2) conduct a survey to uriderstand residential demand)\3) conduct
an engineering study to arrive at a reliable cost estimate for building a fiber network; and’{) provide
an analysis of other costs of providing service and operating a network. The financial feasibylity
study concluded, among other things, that a new FTTP network in Seattle could potentially b
profitable.
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step for the Broadband Initiative, the Mayor has requested that Dol T publish an RFP
seeking z:\p ivate organization to participate in the building of an FTTP network in Seattle.
Requiremen\f“of the project and the extent of the City’s participation will be identified during the

RFP development process. The RFP is expected to be published in the 3" quarter of 2008.

In Dol T’s 2008 AYopted Budget, $213,461 was appropriated to fund two positions that were
originally added by the Council in 2006. These positions were never filled, due to the need to
conduct further researsh and analysis as described above. The 2008 funds were restricted by a
Council proviso, which tates that the funds may not be spent until DoIT submits a proposal for
moving forward with the Broadband Initiative, Council reviews the proposal and gives its direction.
To fund the RFP, DolT is réquesting that $185,000 of the funds currently appropriated in DolT’s
2008 Adopted Budget ($213316I) be released for RFP development and evaluation of RFP responses.
DolT provides a proposal with this legislation entitled “Broadband Initiative: Next Steps (2008),” '
which includes plans and estimatdd costs for RFP development and evaluation of RFP responses (see
Attachment A to the legislation).

DolT will report to the City Council orithe RFP results by 4" quarter 2008 and potentially submit a
proposal for funding for, and action on, the Broadband Initiative.

e Please check one of the following:

This legislation does not have any finantial implications. (Stop here and delete the
remainder of this document prior to saving Yd printing.)

X_ This legislation has financial implications.(KPl ase complete all relevant sections that
Jfollow.)

Note: This legislation modifies restrictions on the use of fundb,that are already appropriated to the
Department of Information Technology in the 2008 Adopted Buidget.

Please list attachments to the fiscal note below:

None. (See Attachment A to the legislation.)
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