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Overview and Initial Issues Identification 

Department of Information Technology 

 

Staff:  Martha Lester 

Date Prepared:  October 18, 2010 

Expenditures/Revenues 

 
  

2009 Actuals 

2010 Adopted 

Budget 

2011 

Proposed 

Budget 

% Change 

2010 to 2011 

2012 

Proposed 

Budget 

% Change 

2011 to 2012 

Expenditures by 

BCL 

      

Finance and 

Administration  
$2,094,000  $2,532,000  $6,020,000  137.8% $6,185,000  2.7% 

Office of Electronic 

Communications  
$7,780,000  $7,323,000  $6,405,000  -12.5% $6,446,000  0.6% 

Technology 

Infrastructure  
$46,075,000  $44,253,000  $34,306,000  -22.5% $34,277,000  -0.1% 

Technology 

Leadership and 

Governance  

$2,443,000  $2,296,000  $2,144,000  -6.6% $2,187,000  2.0% 

Total Expenditures $58,393,000  $56,404,000  $48,876,000  -13.3% $49,095,000  0.4% 

Total FTEs 216 205 195 -4.9% 195 0.0% 

       

Revenues       

General Subfund $3,232,000  $2,664,000  $4,412,000  65.6% $4,542,000  2.9% 

Cable Subfund $7,515,358 $7,795,316 $7,181,353 -7.9% $7,299,442 1.6% 

Other Revenue 

Sources 

$47,645,642  $45,944,684  $37,282,647  -18.9% $37,253,558  -0.1% 

Total Revenues $58,393,000  $56,404,000  $48,876,000  -13.3% $49,095,000  0.4% 

 

Introduction: 

 

The Department of Information Technology (DoIT) is primarily an internal services department, providing 

communications, computer, telephone, radio, e-mail, website, and other services to City departments.  It also 

operates seattle.gov and the Seattle Channel, oversees cable franchises, and manages technology outreach 

programs.  DoIT is supported by funding from the General Subfund and other City funds, as City 

departments are charged rates or allocated costs for the DoIT services they use.  DoIT is also supported in 

part by the Cable Television Franchise Subfund. 

 

Issues: 

1. Cable Television Franchise Subfund 

At DoIT’s department presentation on October 5, 2010, Councilmembers asked about cable franchise 

fees and how they are spent.  This section provides information in response. 

The City, by ordinance, imposes a franchise fee of 4.2% on cable television services.  (The maximum 

allowable fee is 5.0%.)  The cable companies operating in Seattle pay the fee to the City, and in turn 

collect it from each subscriber as an explicit line item on the cable bill.  The revenue is deposited in the 

Cable Television Franchise Subfund (Cable Subfund), administered by DoIT.  (The Subfund also 

includes some other monies specifically earmarked for particular cable-related purposes.) 
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Revenue:  Cable franchise fee revenue to the City over the past ten years is shown below.  

Year Franchise Fee Revenue        Fee 

2001 Actuals $2,080,692  2.5% 

2002 Actuals $2,792,556  2.5% 

2003 Actuals $2,513,879  2.5% 

2004 Actuals $2,484,775  2.5% 

2005 Actuals $3,962,408  3.5% 

2006 Actuals $4,464,712 3.5% / 4.2% 

2007 Actuals $6,401,223 3.5% / 4.2% 

2008 Actuals $6,387,087  4.2% 

2009 Actuals $6,600,891  4.2% 

2010 Adopted $7,097,979  4.2% 

2010 Revised $6,600,891  4.2% 

2011 Proposed $6,666,901  4.2% 

2012 Proposed $6,733,570  4.2% 
 

Note that DoIT had anticipated receiving $7.1 million in cable fee revenue in 2010 (“2010 Adopted”).  

However, due to the general state of the economy, actual revenue is lower than budgeted, and DoIT has 

revised its 2010 estimate downward to $6.6 million (“2010 Revised”), which is the amount received in 

2009.  DoIT forecasts modest growth for 2011 and 2012. 

Expenditures:  There are no externally-imposed legal restrictions on what cable franchise fee revenue 

may be spent for.  However, the City Council and Mayor adopted Resolution 30379 in 2001, 

establishing financial policies for allowable expenditures from the Cable Subfund, as follows (the 

complete language of these policies is in Attachment 1 to this paper): 

 Operations of DoIT’s Office of Cable Communications; 

 Seattle Channel operations and capital; 

 Programs and projects that promote citizen technology literacy and access; 

 Use of innovative and interactive technology to provide the means for citizens to access City 

services and interact with elected officials and decision makers; and 

 Public access television. 

For budgeting purposes, the share of DoIT’s expenditures that is paid by the Cable Subfund varies by 

function within DoIT.  For example, the Cable Subfund pays 100% of the costs of the Office of Cable 

Communications and the Community Technology program, and nearly all the costs of the Seattle 

Channel.  For the Citywide Web Team, costs are distributed to six funds and then the Cable Subfund 

substitutes for all of the General Subfund share.  For two other BCLs, costs are distributed among seven 

funds (standard six plus Cable Subfund), based on the percent of DoIT’s Operating Fund revenues that 

come from each.  And so on. 

The Cable Subfund also contributes about $174,000 per year toward computer labs, digital media, and 

tech support in community centers, and $190,000 per year toward computers for public use in the 

Seattle Public Library. 

The only new expenditure from the Cable Subfund proposed for 2011 and 2012 is a contribution toward 

the City’s e-mail system.  DoIT analyzed City e-mail and found that 78% of e-mail is external to the 

City, including citizens accessing City services and interacting with City officials and staff.  Based on 

this usage, DoIT and the City Budget Office (CBO) concluded that it was reasonable to use Cable 

Subfund revenue to pay 78% of the total budgeted cost for City e-mail.  This amount would have been 

$538,000 per year.  But DoIT and CBO concluded that the Cable Subfund could not reasonably sustain 

this level of expenditure, so $400,000 per year of City e-mail costs will be paid by the Cable Subfund 

under the proposed budget. 
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The proposed use of the Cable Subfund in 2011 is as follows (with similar amounts in 2012): 

Amount Use 

$4,827,934 
Support to DoIT’s Office of Electronic Communications BCL, including cable office, 

Seattle Channel, web support, and other activities 

$1,288,433 
Support to DoIT’s Technology Infrastructure BCL, including IVR (interactive voice 

response) system, web-portal, Internet security costs, and e-mail 

$566,252 
Support to two other DoIT BCLs – Finance and Administration BCL, and Technology 

Leadership and Governance BCL 

$225,000 Technology Matching Fund grants (reduced from $300,000 in 2010) 

$100,000 Public access television 

$173,734 
Community centers (computer lab hours, digital media, tech support) (same amount as 

in 2010) 

$190,000 Public-access computers at Seattle Public Library (same amount as in 2010) 

$7,371,353  Total 

DoIT maintains a reserve in the Cable Subfund for cash float and for unanticipated dips in cable 

franchise fee revenue (such as occurred in 2010).  The amount reserved for 2011 and 2012 is about $1.1 

million. 

After subtracting this reserve and money that is earmarked for particular purposes (funding from 

Comcast for arts programming by the Seattle Channel, and equipment upgrade for the Seattle Channel), 

DoIT forecasts that the Cable Subfund’s unreserved fund balance at the end of 2012 will be about 

$86,000. 

2. Public Access Channel and SCAN 

Pre-2006 background 

In December 2000, the City of Seattle, by ordinance, designated SCAN (Seattle Community Access 

Network) as the City’s Designated Access Manager for public access television.  SCAN manages and 

operates public access television airing in Seattle and neighboring jurisdictions in King and south 

Snohomish Counties on cable channels 77/23, and provides public access services, training, and 

outreach. 

Before 2000, the cable company (AT&T, which was Comcast’s predecessor), under the terms of its 

franchise agreement with the City, owned and operated the public access channel.  The City and AT&T 

agreed that a better model was to have an independent entity operate public access.  So in 2000, AT&T 

paid $2.8 million to the City to “buy out” its remaining obligation to operate the public access channel 

under its then-existing franchise agreement (which was set to expire in January 2006). 

The City helped create SCAN as an independent non-profit entity, in part by hiring a consultant to 

recruit board members and draft by-laws.  The City then used the $2.8 million lump-sum payment from 

AT&T to provide annual operating funding to SCAN for the remaining years in the AT&T/Comcast 

franchise, under a written contract between DoIT and SCAN.  In 2005, this operating support was 

$662,000.  As of early 2006, about $250,000 remained from the AT&T lump-sum payment. 

The City’s $662,000 operating support to SCAN in 2005 from the AT&T lump-sum payment 

represented over 98% of SCAN’s operating budget.  The balance of SCAN’s operating budget (about 

$11,000) came from grants, fees, and other contributions.  Although as of early 2006, SCAN was shown 

on cable TV not only in Seattle but also in other cities in King and Snohomish Counties, and although 

about 20 percent of SCAN program producers came from other cities in these counties, no other 

jurisdiction provided ongoing operating support for SCAN. 
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Thus from about 2001 through 2005, SCAN’s operating support came almost exclusively from the $2.8 

million lump-sum payment from AT&T, which was almost exhausted by early 2006.  Comcast had 

made it clear that in the future, as a nationwide policy, it would not provide operating support for public 

access TV, and under federal law, the City cannot require such operating support as a condition of the 

franchise. 

Changes in early 2006 

In the first half of 2006, the City Council reviewed proposed legislation for the Comcast cable franchise 

renewal.  At that time, to continue to provide some operating support for SCAN, the Mayor proposed to 

increase the cable franchise fee from 3.5% to 4.0%, and to use the increased revenue to provide 

$500,000 per year to SCAN for operations.  The Mayor also proposed to use the approximately 

$250,000 then remaining from the AT&T lump-sum payment as a matching fund to match non-City 

funding that SCAN raised to support its operations. 

The Council amended the Mayor’s proposed legislation.  In Ordinance 122087, the City increased the 

franchise fee an additional 0.2% (to 4.2%) to provide an additional $200,000 per year (on average) 

operating funding for SCAN.  The Council also adopted Resolution 30867, stating its intent that annual 

payments to SCAN would start at $750,000 (in 2006), and ramp down over the five-year DoIT-SCAN 

contract to $650,000 (in 2010), as an incentive to SCAN to incrementally increase its non-City funding 

for operations in each of the five years.  The $250,000 matching fund was to be available to match non-

City funds raised by SCAN.  Resolution 30867 also stated other expectations about SCAN’s operations 

and fund-raising.  Resolution 30867 is in Attachment 2 to this paper. 

Most of this discussion focuses on operating funding for SCAN.  Funding for capital is a somewhat 

different issue.  The City can require cable operators to provide capital funding for PEG (Public – 

Education – Government) channels, and has done so.  Under the existing Comcast franchise, for 

example, SCAN has been allocated $500,000 toward its capital needs. 

Current status 

In 2010, SCAN is receiving an annual allocation of $650,000 from the City, as was anticipated by the 

Council in Resolution 30867.  This comes from cable franchise fee revenue. 

In addition, over the past five years, SCAN has received most of the remainder of the AT&T lump-sum 

payment as a match for non-City funding that SCAN has secured.  DoIT anticipates fully exhausting 

that lump-sum payment (about $43,000 remains as of today) in payments to SCAN by the end of 2010 

as a match for non-City funding. 

The five-year DoIT-SCAN contract will expire at the end of 2010. 

Financial figures reported by SCAN to DoIT show that in 2008 (the most recent year for which SCAN 

has submitted an annual report), SCAN received 92 % of its funding from the City ($771,000 of a total 

of $842,000). 

Executive proposal for 2011 and future years 

DoIT proposes a new approach for providing public access cable TV.  DoIT anticipates issuing a 

Request for Proposals (RFP), inviting a variety of community and non-profit organizations to make 

proposals to provide community digital media production services including: 

 operate public access channels on Comcast and Broadstripe; 

 stream video online; 

 provide training for youth, outreach to communities of color and disadvantaged communities; and 

 make a commitment to local programming. 
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Existing organizations such as 911, Reclaim the Media, and the Alliance for Community Media might 

be interested, and SCAN could also submit a proposal. 

Because digital video production and editing is significantly less expensive than the older analog model, 

DoIT believes an existing non-profit organization could take on these services, spread the overhead 

costs of facilities, management, etc., across both its existing operations and these new public access 

channel services, and fulfill Seattle’s needs for much less than is currently being spent on the contract 

with SCAN.  DoIT also expects that the selected provider would have other sources of revenue, such as 

from grants and public fund-raising.  In this way, DoIT anticipates that all of its requested public access 

channel services could be provided for $100,000 per year of City funding for operations.  In addition, 

when the City negotiates new franchise agreements with the cable providers, it can negotiate for 

additional capital funding, both for the government channel (Seattle Channel) and for the public access 

channel. 

Attachment 3 to this paper contains DoIT’s response to the questions about public access television and 

SCAN that Councilmembers asked during the department presentation session on October 5. 

Experience in other cities 

DoIT patterns its proposed approach in part on recent experience in other cities, including Denver and 

San Francisco.  Here is some of what I have gleaned from a bit of research on the web. 

In Denver, the organization operating the public access channels had been getting about $500,000 per 

year from Comcast under a contract that expired in 2004.  With no more funding from Comcast, the 

City Council provided partial funding in 2005, but the organization that operated the channels closed its 

doors mid-year 2005. 

The City issued an RFP and selected an existing non-profit organization that specialized in media 

production and educational services.  Public access programming started up again in 2006, and as of 

2008, three channels were operating.  The organization gets no public money for operations, but gets 

some capital funding from cable franchise fees for PEG stations.  Other income has variously come 

from grants, web development and video production services for government and non-profit clients, and 

a contract to operate the state’s government channel. 

In San Francisco, public access channels had similarly been operated with funding provided by cable 

operators, and the existing public access operator’s contract was due to expire in mid-2009.  In 2008, the 

City of San Francisco solicited comment from public access channel viewers, producers, and operators; 

representatives of the film and video industry; non-profit organizations; community groups; and 

interested members of the public on how best to continue operations of the public access channels. 

San Francisco issued an RFP in 2009, and selected an existing media non-profit organization to operate 

the public access channels.  The City provides $170,000 per year toward operating expenses, and may 

also provide some capital funding.  The new operator has looked to the Denver model for guidance. 

3. Migration to Windows 7 in Coming Years 

In the next several years, the City will need to migrate its approximately 12,000 desktop and laptop PCs 

from the existing XP operating system to the new Windows 7 operating system.  By April 2014, XP and 

all other software from independent vendors that interfaces with XP will no longer be supported. 

DoIT recommended to CBO that the City begin the transition during the 2011-2012 biennium.  

However, due to the budget crunch, the Mayor’s proposed budget provides just $100,000 in 2012 to hire 

a project manager to plan for and begin the transition to Windows 7.  The bulk of the cost will come in 

2013 and later.  Assuming the City enters into an “Enterprise Agreement” with Microsoft allowing the 

City to spread the costs over several years, DoIT anticipates the following expenditures for the 

migration to Windows 7 (about half of which would be paid by the General Subfund). 
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2013 $1.6 to $1.9 million 

2014 $1.4 to $1.7 million 

2015 $1.4 to $1.7 million 

2016 and later years $0.4 million per year 

Anticipated costs are shown as a range because each new computer that the City buys after March 2010 

will already include a Windows 7 license, and this will reduce the number of Windows 7 licenses that 

will need to be bought in 2013 for existing City computers. 

No changes are recommended to the 2011-2012 Proposed Budget.  This is just a heads-up about a 

significant cost on the horizon for the next biennium. 

4. Possible Areas for Additional Cuts to DoIT’s Budget 

During the budget development process, DoIT submitted Budget Issue Papers (BIPs) to CBO that 

described possible budget cuts.  CBO accepted most of these BIPs, and they are reflected in the 

proposed budget. 

Listed below are additional possible budget cuts that were offered for consideration by DoIT. 

a. Eliminate City-owned Blackberries and cell phones.  Employees would use their personal devices, 

and each employee who currently has a City-owned device would receive a monthly stipend from 

the City for using the personal device to conduct City business.  Estimated savings are about 

$730,000 for a full year (about $331,000 of this is estimated to be General Subfund).  Note that 

such a change would raise legal issues related to privacy and public disclosure, and ethics issues 

related to City money partially or wholly paying for a phone that might be used for campaign 

purposes, for example.  In addition, this change would need to be negotiated with unions. 

b. Reduce funding for DoIT’s community technology outreach services by $18,000 per year (from the 

Cable Subfund), which would represent about a 3% reduction in overall programmatic funding for 

community outreach. 

c. Extend to 2012 a partial “vacation” for payment into the public safety Radio Reserve Fund.  This 

reserve fund collects money to replace radios for Police and Fire.  In the 2010 budget, no payments 

are being made into the reserve fund, termed a payment “vacation.”  The Mayor’s proposed budget 

would implement a partial “vacation” in 2011, collecting a less-than-full amount (about 27%) for 

this reserve.  DoIT also offered a BIP to extend this partial “vacation” to 2012, which would save 

$550,000 General Subfund in 2012.  Note that the radios are targeted for replacement in 2020, so to 

the extent there is a “vacation” on contributions to the reserve fund now, higher amounts will need 

to be secured in future years. 

d. Further reduce funding for Technology Matching Fund (TMF) grants.  Past funding was $175,000 

in 2008, $250,000 in 2009, and $300,000 in 2010.  The Mayor proposes reducing the TMF to 

$225,000 per year in 2011 and 2012.  DoIT offered a BIP that would reduce the TMF further to 

$200,000 per year in 2011 and 2012.  

 

 

Attachment 1:  Financial policies for the Cable Television Franchise Subfund 

Attachment 2:  Resolution 30867 (SCAN) 

Attachment 3:  Response from DoIT and CBO to Councilmembers’ questions about public access channel 

and SCAN 
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Attachment 1 
 

 

Resolution 30379 (adopted August 20, 2001) – Financial Policies 

Exhibit D – Cable Television Franchise Subfund 

__________________________ 

CITY OF SEATTLE 

CABLE TELEVISION FRANCHISE SUBFUND OF THE GENERAL FUND 

 

Introduction 

On January 20, 1996 the City entered into cable television franchise agreements with Seattle area cable 

providers. These agreements called for new franchise fees as compensation for the right to locate cable in the 

public right of way. On July 1, 1996 the Council created the Cable Television Franchise Subfund in the 

General Fund to receive these franchise fee revenues and account for their expenditure.  

 

Fund Structure 

Policy 1.  Creation of Subfund:  A new Subfund in the General Fund, entitled Cable Television Franchise 

Subfund, is hereby created. [Ord. 118196]  

Policy 2.  Creation of Account:  A new account, known as the Community Television Account, shall be 

established within the Cable Franchise Subfund of the General Fund. [Ord. 120214]  

 

Expenditures 

Policy 3.  Expenditures from Subfund:  Cable franchise revenues shall be used for the following purposes:  

1. Funding for the Office of Cable Communications, including administration of the Cable Customer Bill of 

Rights and the Public, Education, and Government Access costs that the City is obligated to fund under 

the terms of its cable franchise agreements.  

2. Support for the City's government access TV channel(s), including both operations and capital equipment.  

3. Programs and projects that promote citizen technology literacy and access, including related research, 

analysis and evaluation.  

4. Use of innovative and interactive technology, including the Internet and TV, to provide the means for 

citizens to access City services and easily and meaningfully interact with their elected officials and 

decision makers. [New Policy]  

Additionally,  

5. Funds from the Community Television Account shall be used solely for the purposes of supporting the 

operations and capital needs of public access television, including payments to the Designated Access 

Manager for services provided under its agreement with the City. [Ord. 120214]  

 

Revenues 

Policy 4.  Revenues to Subfund:  Revenues from the Cable Franchise Fee shall be deposited into the Cable 

Television Franchise Subfund. [Ord. 118196]  

 

Fund Balance/Fund Management  

Policy 5.  Retention of Interest Earnings:  In accordance with applicable state law and City investment policy, 

the Finance Director shall invest all funds received and held in the Community Television Account, and any 

interest earnings from such investments shall be deposited in this account and used for the purposes set forth in 

this section. [Ord. 120214]  




































