
Agenda Report 
DATE: March 19, 2007 

TO: CITY COUNCIL 

THROUGH: ECONOMIC DEVELOPMENT & TECHNOLOGY COMMITTEE 

FROM: CITY MANAGER 

SUBJECT: AUTHORIZATION TO ENTER INTO A WIRELESS NETWORK 
AGREEMENT WITH EARTHLINK, INC. 

RECOMMENDATION 

It is recommended that the City Council: 

1) Authorize the City Manager to enter into a wireless network agreement with 
EarthLink, Inc., consistent with the terms outlined in Exhibit B, for deployment of 
a citywide wireless network, EarthLink's use of City street light and other poles in 
the public rights-of-way, and City use of EarthLink wireless services over seven 
years, with two possible seven-year renewal periods at EarthLink's option. The 
agreement will result in revenues to the City of $31 1,284 during the initial seven 
year term. Competitive Bidding is not required pursuant to City Charter Section 
1002(F) contracts for professional or unique services; and 

2) Acknowledge that an Initial Environmental Study recommending a Mitigated 
Negative Declaration was adopted by the Environmental Administrator on 
December 18, 2006. The Initial Study was available for public review from 
November 28, 2006 to December 18, 2006. No public comment was received. 

EXECUTIVE SUMMARY 

Staff requests authorization to enter into a wireless network agreement with EarthLink. 
In response to a City Request for Proposals, EarthLink proposes to build, operate and 
maintain a citywide wireless network in Pasadena at no cost to the City. The network 
will serve residents, businesses, visitors, and City departments, providing a broadband 
connection for approximately $22 per month. EarthLink's network will be made up of 
small wireless antennas mounted on City streetlight, traffic signal, and utility poles, as 
well as several larger antennas mounted on the rooftops of some of the city's taller 
buildings. EarthLink will place its equipment and provide service wherever the City has 
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usable poles available. The company plans to begin installation of the network within 
90 days, and to begin offering service later this year, as soon as a substantial portion 
of the network has been installed and tested. The proposed agreement has a seven 
year term, with two possible seven-year renewal periods at EarthLink's option. The 
agreement will result in revenues to the City of $31 1,284 during the initial term from 
EarthLink's payment for attachments to City street light, traffic signal, and utility poles, 
as well as use of the City's El Mirador tower. The City will receive 650 general wireless 
service accounts to support City operations, including access to e-mail, business 
applications, and the Internet for staff working outside City offices, at no net cost. 

BACKGROUND 

In an effort to provide wireless services citywide for residents, businesses, and City 
departments, the City issued a Request for Proposals (RFP) for development and 
operation of a citywide wireless network in December 2005. Five companies submitted 
proposals in February 2006. Following a rigorous review of the proposals by a cross- 
departmental evaluation team, staff identified EarthLink as the proposer offering the 
City the best overall value. In July 2006, the City Council authorized the City Manager 
to enter into exclusive negotiations with EarthLink. Since that time, staff has been in 
negotiations with EarthLink to structure a mutually acceptable agreement for 
EarthLink's development and operation of a citywide wireless network. 

Key Elements of the Contract with Earth Link 

Under the proposed agreement, EarthLink will build, operate, and maintain a citywide 
wireless network in Pasadena at no cost to the City. Key elements of the proposed 
contract are summarized here and in the term sheet attached as Exhibit B. 

The company plans to provide fee-based broadband wireless service to residents, 
businesses, and visitors. The company intends to charge approximately $22 per 
month for a 1 Mbps connection to the Internet, which is similar in speed to a DSL 
connection. To encourage access to broadband service for all Pasadenans, EarthLink 
will offer a low-income discount program, free service in designated parks and public 
areas throughout the city, and other digital inclusion programs to encourage use of the 
wireless network. City departments will also benefit from the wireless service through 
accounts for City staff and at remote sites (described further below). 

As required by the City, EarthLink will operate the network as an open access system, 
providing capacity to competing service providers on a wholesale basis. This will offer 
the opportunity for other companies to provide wireless services in Pasadena, without 
having to make capital investment in a separate wireless network. Several companies 
are already partnering with EarthLink to offer competitive services over EarthLink 
wireless networks, and intend to offer services here. 

Staff was asked by the City Council to inquire about the City's ability to protect wireless 
subscribers from rate increases. Staff and EarthLink determined that one way to 
regulate rate increases is through competition. EarthLink has agreed that there will 
always be three competitors in the local wireless marketplace. If at some point during 
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the term of the contract there are fewer than three citywide wireless broadband 
providers offering service in Pasadena, EarthLink will contract with at least two other 
companies to provide competitive wireless services in Pasadena over EarthLink's 
network. If EarthLink is unable to do so within six months, the company will be 
prohibited from selling retail services to new customers, unless the City waives the 
prohibition. This will create a strong incentive for EarthLink to help ensure that the city 
has a competitive wireless marketplace. That competition will protect the community 
from monopolistic rate increases. 

EarthLink plans to provide service wherever the City has mounting assets - street light, 
traffic signal, and utility poles - that the company can use to place equipment. Based 
on its initial survey, EarthLink has prepared a map of anticipated wireless coverage in 
Pasadena, attached as Exhibit C. EarthLink has identified a good inventory of 
mounting assets in most areas of the city, and anticipates very good coverage in these 
areas, shown in green on the map. However, several areas across the city have 
limited mounting assets. The Linda Vista and San Rafael areas of Pasadena in 
particular have few mounting assets and service may not be available except adjacent 
to main city streets. Landmark districts, which frequently have short, decorative street 
light poles, also have fewer suitable mounting assets. EarthLink's coverage footprint 
may also be limited in areas zoned Open Space, where placement of wireless 
equipment is prohibited. Finally, two areas in the southern portion of the city have 
limited mounting assets, and present challenges because they are not in clear view of 
EarthLink's planned rooftop tower sites (which provide links between the local network 
and the Internet). EarthLink is exploring the use of alternative technologies in these 
areas. 

EarthLink has committed to a Technical Trial covering an area of at least two square 
miles to demonstrate that the technology and deployment approach will work in 
Pasadena. For its full deployment, EarthLink estimates that it will install approximately 
650 to 750 small wireless antennas across the city, and roughly 250 other small pieces 
of equipment, located on the same poles as the antennas, to connect local wireless 
traffic to rooftop antenna sites. The equipment EarthLink plans to use, pictured in 
Exhibit D, is the most widely deployed WiFi hardware on the market, and is among the 
smallest equipment options. The wireless antennas will be mounted primarily on street 
light poles. EarthLink may mount equipment on City utility poles and traffic signal 
poles where street light poles are not available, and where permitted by the City. 
Under the proposed agreement, the City retains final authority over the review and 
approval of all mounting locations. EarthLink will also install three or four larger 
antennas on privately owned rooftops in Pasadena, and on the City's El Mirador tower 
facility. These rooftop antennas will establish the connection between the small 
antennas mounted on street light poles and the Internet. 

EarthLink intends to deploy its Pasadena network as quickly as possible. The 
company will begin marketing and offering service as soon as a substantial portion of 
the network has been installed and tested. Assuming the contract is executed by April 
1 5th, EarthLink plans to: 
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EarthLink estimates it will invest $5.8 million in the Pasadena network over seven 
years. To keep the network industry-current, the company commits to upgrading its 
network over time, ensuring that the Pasadena community will benefit from advances 
in wireless technology. EarthLink will also implement industry-standard security 
mechanisms to protect system users. 

Milestone 
Finalize design of the network 
Begin applying for permits for the Technical Trial area 
Install equipment in the Technical Trial area 
Begin applying for permits for the citywide network 
Begin installation of the citywide network 
Complete installation of 50 percent of the network 
Finalize installation of the network 
Complete testing of the network 

The initial term of the proposed agreement is seven years. Provided that it is not in 
default of the agreement, EarthLink will have the option to renew the agreement for two 
additional seven-year terms. As described further in the fiscal impact section of this 
report, EarthLink will pay the City for use of City assets, including street light, traffic 
signal and utility poles, and the City's El Mirador tower facility. 

Projected Date 
June 15, 2007 
June 15,2007 
July 15, 2007 
July 15, 2007 

August 15, 2007 
October 15, 2007 
February 15, 2008 

April 15, 2008 

Should EarthLink stop operating the wireless network or breach the major default 
provisions of the agreement, the company will be required to remove its equipment 
from City poles and other facilities. The contract also requires that EarthLink provide 
the City a $35,000 letter of credit to reimburse the City for removal costs in the event 
EarthLink fails to take down the equipment itself. This amount is an estimate of the 
actual cost involved in taking down the equipment. The dollar amount of the letter of 
credit will be adjusted at the beginning of each renewal term to ensure it covers the 
City's estimated costs of removing the equipment. 

Senlice to City Departments 

Under the proposed agreement, EarthLink will make three types of wireless service 
available to City departments at discounted rates: general City wireless accounts; 
mobile vehicle connectivity service; and fixed location wireless service. 

The City will purchase a minimum of 650 general City wireless accounts from EarthLink 
at a discounted rate of $10 per month as part of the proposed contract. These 
accounts will support City operations, providing staff access to e-mail, business 
applications, and the Internet while working outside City offices. 

The City also has the option to purchase wireless mobile vehicle connectivity service 
for use by City staff in City vehicles. This service places a wireless antenna directly in 
the vehicle, which provides a stronger and more consistent connection for staff in 
moving vehicles. The vehicle-based antenna will also help extend the wireless network 
connection for users in that vehicle when they are in areas of limited geographic 
coverage. EarthLink will discount the monthly charge for the service, which will range 



EarthLink Citywide Wireless Network Contract 
Page 5 

from $17.50 to $35 per month per unit depending on the number of these mobile 
antennas the City uses. The company will also subsidize the City's purchase of the 
wireless antennas to be installed in the vehicles. EarthLink will make the first 50 units 
available at $1,250, a 50 percent discount, and additional units at a cost of $2,500 per 
unit. 

In addition, EarthLink will furnish higher bandwidth TI-equivalent fixed location wireless 
accounts at the City's option to purchase for a monthly service charge of $189, plus a 
one-time, non-recurring fee of $499 for Customer Premises Equipment (CPE) and 
installation. The one-time, non-recurring fee will be waived by EarthLink in return for a 
24-month service commitment by the City. These higher speed connections may be 
used to provide network connections for remote facilities and to connect traffic facilities 
to the Department of Transportation network. 

Related Actions 

The proposed agreement between the City and EarthLink is self-contained and ready 
for execution pending Council's action on the recommendation. However, staff plans 
to bring forward to City Council two related actions to facilitate implementation of the 
contract over time. These are: addition of an unmetered power rate for small wireless 
facilities to the Light and Power Rate Ordinance; and modifications to the Zoning Code 
to allow placement of small wireless facilities in Open Space (0s )  zones. 

EarthLink's wireless network will use small radio antenna facilities mounted primarily 
on street light poles. The facilities require connection to a power source, usually 
plugging into the photocell on top of the street light itself. It would be impracticable to 
meter the power used by each antenna, which would add a power meter pedestal to 
each antenna location and would be cost prohibitive. The Light and Power Rate 
Ordinance does not currently include a rate for provision of unmetered power to this 
type of device. However, the Code provides, under Section 13.04.071, the ability for 
Pasadena Water and Power to provide power for up to 12 months to explore the 
impacts of new power consumption on the system and experiment with load 
management and conservation programs. Pasadena Water & Power plans to develop 
an interim rate based on the estimated power usage of the EarthLink antennas. 
Following evaluation of the actual power usage of the facilities and their cumulative 
impact on the power system, staff anticipates returning to the City Council with a 
recommendation to amend Title 13 to include a new rate category applicable to 
EarthLink's antennas and similar communications equipment. 

EarthLink plans to install its wireless network in all areas of the City where there are 
useable street light, traffic signal and utility poles to which the company can attach its 
antennas. Under the City's current Zoning Code, placement of wireless facilities is 
prohibited in Open Space zones. EarthLink would like to be able to place its facilities 
in those zones to provide broader coverage, including free service in City parks and 
public spaces. Staff was asked to work with the Economic Development and 
Technology Committee in evaluating recommended changes to the Zoning Code that 
would allow placement of small wireless facilities in Open Space areas. Staff review of 
possible Zoning Code amendments will take place over the next six to nine months. 
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CEQA Review 

The City has conducted an Initial Environmental Study of the potential effects of 
EarthLink's proposed wireless network under the California Environmental Quality Act 
(CEQA). A Mitigated Negative Declaration was adopted by the Environmental 
Administrator on December 18, 2006. Mitigation Measures related to Transportation1 
Traffic were included to reduce those impacts to a less than significant level. These 
included submitting and receiving approval of a "Staging and Traffic Management 
Plan" for the implementing phase of the project and restricting the closure of traffic 
lanes during weekday a.m. and p.m. peak hours. The Initial Study was available for 
public review from November 28, 2006 to December 18, 2006. No public comment 
was received. A copy of the Mitigation Monitoring Reporting Program is attached as 
Exhibit E for reference. 

FISCAL IMPACT 

EarthLink will pay for attachments to City street light, traffic signal, and utility poles, and 
the City's El Mirador tower. These costs are summarized in the following table. During 
the first seven year term of the contract, staff estimates that EarthLink will pay the City 
approximately $31 1,284 (approximately $44,500 per year) for these attachments. 
EarthLink has also agreed to pay the City an annual use fee, starting at $78,000 during 
the first year of the contract and increasing annually by 3.5%. During the first seven 
year term of the contract, EarthLink will pay the City use fees totaling $606,794. 

In addition, the contract provides EarthLink the option of leasing capacity in the City's 
fiber optic network. Should EarthLink decide to do so, it will pay the City for that use. 
The fiber lease fees would be based on the amount of fiber EarthLink leases. Staff 
estimates that those fees could range from $45,000 to $70,000 annually. 

EarthLink payments for attachments to street light, traffic signal, and utility poles will be 
recognized as General Fund revenue in the FY2008 Recommended Operating Budget. 
In accordance with the guidelines put in place with establishment of the 
Telecommunications Fund, payments related to EarthLink's use of the El Mirador tower 
and the City's fiber optic network, if any, will be recognized as revenue to the 
Telecommunications Fund. 

Should EarthLink elect to renew the contract, these attachment, fiber, and use fees 
would continue through the contract renewal period. 

The City will also incur costs for service under the proposed agreement. As noted 
above, EarthLink will offer the City several types of wireless service, including general 
wireless accounts, fixed wireless service, and vehicle-based service. Under the 
contract, the City is obligated to purchase the 650 general City accounts, at the same 
cost as the use fee EarthLink will pay the City. As such, the City will receive these 
services at no net cost. 
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Estimated Net Fiscal Impact of EarthLink Contract 

Payments to City Estimated 7 Year Value 
Pole attachment charges $1 43,284 
El Mirador tower use charge $1 68,000 
Use Fees 
Total Est. Payments to City 
City payments for General - <$606,794> 
Accounts 
Estimated Net Fiscal Impact $31 1,284 

Respectfully submitted, / 

YNTHIA J. KURTZ 
City Manager 

Prepared by: 

, Reviewed bv: 

U Chief Information Technology Officer 

Approved by: ,.I 

. ,. 

Stephen &. Stark \-' 

Director of Finance 


























