Administrative Report

Council Action Date: November 30, 2006

To: MAYOR AND CiTY COUNCIL
From: MAGGIE HEALY, ASSISTANT TO THE CITY MANAGER

Subject: GRANT OF CABLE FRANCHISE TO VERIZON CALIFORNIA INC.

RECOMMENDATION

1. Hold a public hearing to receive comments of interested parties on the proposed
cable franchise agreement with Verizon California Inc.

2. Adopt Ordinance No. 2994-06; by title only, waiving further reading:

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF REDONDO
BEACH, CALIFORNIA, GRANTING TO VERIZON CALIFORNIA INC. A NON-
EXCLUSIVE FRANCHISE TO PROVIDE CABLE SERVICES WITHIN THE CITY
OF REDONDO BEACH AND UPON THE TERMS AND CONDITIONS SET
FORTH IN THE FRANCHISE AGREEMENT BETWEEN VERIZON CALIFORNIA
INC. AND THE CITY OF REDONDO BEACH DATED NOVEMBER 30, 2006,
AND APPROVING SAID AGREEMENT

3. Authorize the Mayor to execute the agreement.

EXECUTIVE SUMMARY

On November 14, 2006, Council considered the attached non-exclusive, 15-year
franchise agreement with Verizon California Inc. for the provision of cable services to
Redondo Beach residents. Notice of Intention to grant the franchise and notice of the
public hearing were published in The Easy Reader on November 16 and November 23,
2006, in accordance with California Government Code §§6066 and 53066.3(a). The
Ordinance has been posted for the required five day period and is ready for adoption.

Verizon has agreed to honor the terms of the franchise agreement even if state and
federal laws permit (but do not require) them to opt out or terminate the Agreement.
Verizon is in the process of installing the Fiber to the Premise Telecommunications
Network (“FTTP Network”) in several residential areas of the City and intends to begin
offering services to Redondo Beach customers at the beginning of 2007. The company
has agreed to offer service to all residential customers within 36 months of the effective
date of the Agreement.
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BACKGROUND

With authorization from the California Public Utilities Commission and the appropriate
City permits, Verizon is currently constructing a “Fiber to the Premises” or FTTP
Network in Redondo Beach which will be the first communications network to bring a
fiber optic line into each residence of the City. In addition to voice and high-speed data
services, the FTTP network will have the capacity to provide cable television service to
residents. As part of its permit process for constructing the FTTP Network, Verizon
agreed to obtain a franchise agreement prior to offering cable services.

In September of this year, AB 2987 was signed into law allowing cable operators to
obtain statewide franchises in lieu of negotiating local franchises. Much of the process
remains unclear, however we do know that the CPUC shall become the franchise
authority and. shall commence accepting applications for State franchises no later than
April 1, 2007. Existing franchise holders will be allowed to maintain those franchises
through term. Upon expiration of existing franchises (after January 1, 2008) a state
franchise will be required.

The City’'s franchising of additional cable providers is governed by California
Government Code §53066.3, Title VI of the Communications Act, and Title 11, Chapter
3 of the Redondo Beach Municipal Code. The City Council may approve a franchise
agreement subsequent to a public hearing considering the proposed franchise grant
(California Government Code §53066.3(a)). In reviewing such a request and making its
determination whether to approve the proposed franchise agreement, the City Council
shall make a decision based upon the documents and testimony received at the hearing
and the record as a whole as to whether or not the franchise should be granted. In
addition, §53066.3(a) specifically requires the City Council to consider certain
enumerated criteria in determining whether to grant an additional cable franchise.
These criteria are:

e Whether there will be significant positive or negative impacts on the
community being served.

e Whether there will be an unreasonable adverse economic or aesthetic impact
upon pubilic or private property within the area.

e Whether there will be an unreasonable disruption or inconvenience to existing
users, or any adverse effect on future use of utility poles, public easements,
and the public rights-of-way contract to the interest of §767.5 of the California
Public Utilities Code. ‘

e Whether the franchise applicant has the technical and financial ability to
perform.

o Whether there is any impact on the franchising authority’s interest in having
universal cable service.

e Whether other societal interests generally considered by franchising
authorities will be met.
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e Whether the operation of an additional cable system in the community is
economically feasible.

e Such other additional matters, both procedural and substantive, as the
franchising authority may determine to be relevant.

In addition, California Government Code §53066.3(d) and §621 of the Communications
Act contain certain non-discrimination requirements relating to the grant of the
franchise. California Government Code §53066.3(d) also requires that the proposed
cable franchise “contain(s) the same public, educational, and governmental access
requirements that are set forth in the existing franchise.”

Key Provisions of the Proposed Franchise Agreement:

In negotiating the proposed franchise agreement with Verizon, staff considered the
cable-related needs and interest of the residents of Redondo Beach, including public,
education, and governmental (PEG) service obligations. In addition, staff analyzed each
of the requirements for the grant of an additional cable franchise, including but not
limited to the criteria enumerated by California law. The proposed franchise agreement
with Verizon includes the following key provisions:

o A fifteen year term from the effective date.

e A commitment by Verizon to honor the agreement for the entire term even if
state or federal law permits them to opt out or terminate.

o Provision of cable services to all residential areas of the City within 36 months
of the effective date of the Agreement.

e Franchise Fees of 5% of gross revenues.

o A Public, Educational and Governmental (PEG) Access Support Fee of 1% of
gross revenues per subscriber per month.

e Interconnection with the existing cable operator for carriage of PEG

programming.

$25,000 security fund.

Extensive customer service requirements.

A $50,000 acceptance fee which offsets the City’s administrative costs.

Liquidated damages for non-compliance with certain franchise provisions.

Reporting and record keeping requirements.

Enforcement and Termination procedures.
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Redondo Beach Municipal Code Section 11-3.209 requires the franchise to be granted
by ordinance and a public hearing be publicized within a 10 day period after the
adoption of the resolution showing intent to grant a franchise. On November 14, 20086,
the Council introduced Ordinance No. 2994-06; adopted Resolution No. CC-0611-112,
a Resolution of Intent to Grant a Franchise to Verizon; and set the public hearing for
November 30, 2006. The hearing and Ordinance have been properly noticed and the
ordinance is ready for adoption at tonight's meeting. The ordinance and agreement will
become effective 30 days following ordinance adoption.
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COORDINATION

The franchise agreement has been drafted with the assistance of the City Attorney’s
Office and the City Attorney has approved both the Ordinance and the Agreement as to
form.

FISCAL IMPACT

There are two significant fiscal impacts associated with the proposed agreement:
franchise fees of 5% of gross revenues; and PEG support fees of 1% per subscriber,
per month. In addition, Verizon has agreed to pay a $50,000 acceptance fee which will
offset the City’s costs to prepare the agreement.

Submitted by: Approved for forwarding /by'

y P i
Mag6i€ Healy % Office of the City ylanager
Assistant to the City’"Manager /
Attachments:

¢ Ordinance No. 2994-06 Granting a Non-Exclusive Franchise to Verizon California
Inc.

e Agreement Between Verizon California Inc. and the City of Redondo Beach.



ORDINANCE NO. 2994-06

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF
REDONDO BEACH, CALIFORNIA, GRANTING TO VERIZON
CALIFORNIA INC. A NON-EXCLUSIVE FRANCHISE TO
PROVIDE CABLE SERVICES WITHIN THE CITY OF REDONDO
BEACH UPON THE TERMS AND CONDITIONS SET FORTH IN
THE FRANCHISE AGREEMENT BETWEEN VERIZON
CALIFORNIA INC. AND THE CITY OF REDONDO BEACH DATED
NOVEMBER 30, 2006, AND APPROVING SAID AGREEMENT

THE CITY COUNCIL OF THE CITY OF REDONDO BEACH, CALIFORNIA, DOES
HEREBY FIND AS FOLLOWS:

WHEREAS, the City of Redondo Beach is a “Franchising Authority” as defined by Title
VI of the Communications Act (47 U.S.C. §522(10)) and is authorized to grant one or more
nonexclusive cable franchises pursuant to California Government Code §53055 and Ordinance
No. 2993-06;

WHEREAS, the City Council, on November 14, 2006, received and filed an application
from Verizon California Inc. requesting a franchise from the City of Redondo Beach to offer
cable services to Redondo Beach residents; -

WHEREAS, Verizon California Inc. is in the process of planning and installing a Fiber to
the Premise Telecommunications Network (“FTTP Network”) that will occupy the Public Rights-
of-Way within the City of Redondo Beach for the transmission of non-cable services pursuant to
its status as a telecommunications carrier as set forth in Title || of the Communications Act and
under authority granted by the State of California;

WHEREAS, the FTTP Network, once installed, will enable the provision of cable service
to the residents of Redondo Beach;

WHEREAS, negotiations between the Franchising Authority and the Franchisee have
resulted in a franchise agreement, which agreement comports with the requirements of
applicable law;

WHEREAS, notice of public hearing before the City Council to consider the proposed
cable franchise agreement was properly published in the Easy Reader on November 16, 20086,
and November 23, 2006, in accordance with California Government Code §§6066 and
53066.3(a);

WHEREAS, on November 30, 20086, the City Council held a public hearing to receive the
comments of interested parties and to consider the requirements and criteria enumerated in
California Government Code § 53066.3(a), 47 U.S.C. § 541(a), and all other applicable
provisions of law, as well as any applicable provisions in existing franchises;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF REDONDO BEACH
DOES HEREBY ORDAIN AS FOLLOWS:

ORDINANCE NO. 2994-06
AMENDING CITY COUNCIL MEETING TIME
PAGE NO. 1



Section 1. After receiving the comments of interested parties at a public hearing
affording due process to all parties, in deliberation of the entire record regarding this matter
before it, including other pertinent information, and specifically considering each of the
requirements and criteria enumerated in California Government Code § 53066.3(a), 47 UsS.C.§
541(a), and all other applicable provisions of law, as well as any applicable provisions in
existing franchises, the Franchising Authority concludes that it is in the public interest to
approve the proposed cable television franchise agreement and authorize and direct the
execution of the proposed Franchise Agreement.

Section 2. The Franchising Authority authorizes the grant of a nonexclusive franchise to
the Franchisee to operate and provide cable service within the City. This authorization is made
in accordance with the applicable provisions of California Government Code § 53066.3 and Title
VI of the Communications Act. A copy of the Franchise Agreement in the form set forth and
presented to public hearing on November 30, 2006, is directed to be retained in the office of the
City Clerk for the purpose of public inspection. |

Section 3. That certain Franchise Agreement in the form set forth and presented to the
City Council at this public hearing is approved, and the Mayor and City Clerk are authorized and
directed to execute that agreement on behalf of the Franchising Authority.

Section 4. The effective date of the Franchise Agreement shall be the date set forth
therein.

Section 6. Notice of Adoption. The City Clerk of the City of Redondo Beach shall certify
to the adoption of this Ordinance and cause publication to occur in a newspaper of general
circulation and published and circulated in the City in a manner permitted under Section 36033
of the California Government Code.

ORDINANCE NO. 2994-06
AMENDING CITY COUNCIL MEETING TIME
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Section 7. This Ordinance shall become effective thirty (30) days after the date of its
adoption.

PASSED, APPROVED, AND ADOPTED this day of , 2006.

Mike Gin, Mayor

ATTEST:

STATE OF CALIFORNIA

COUNTY OF LOS ANGELES ) SS
CITY OF REDONDO BEACH )

|, Sandy Forrest, City Clerk of the City of Redondo Beach, California, do hereby certify that the
foregoing Ordlnance No. 2994-06 was duly introduced at a regular meeting of the City Council
held on the 14" day of November, 2006, and was duly approved and adopted by the Clty
Council at a regular meeting of said City Council held on the day of
2006, by the following vote:

AYES:
NOES:
ABSENT:

ABSTAIN:

Sandy Forrest, City Clerk

APPROVEDB AS TO FORW;

Michael Webb, City Attorney

ORDINANCE NO. 2994-06
AMENDING CITY COUNCIL MEETING TIME
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CITY COUNCIL MEETING, NOVEMBER 30, 2006
REVISED BACK UP MATERIAL

11. PUBLIC HEARING TO CONSIDER FRANCHISE AGREEMENT WITH VERIZON
CALIFORNIA, INC., A CALIFORNIA CORPORATION, TO PROVIDE CABLE SERVICES
WITHIN THE CITY OF REDONDO BEACH. '

ORDINANCE NO. 2994-06 - AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF
REDONDO BEACH, CALIFORNIA, GRANTING TO VERIZON CALIFORNIA INC. A NON-
EXCLUSIVE FRANCHISE TO PROVIDE CABLE SERVICES WITHIN THE CITY OF
REDONDO BEACH UPON THE TERMS AND CONDITIONS SET FORTH IN THE
FRANCHISE AGREEMENT BETWEEN VERIZON CALIFORNIA INC. AND THE CITY OF
REDONDO BEACH DATED NOVEMBER 30, 2006, AND APPROVING SAID
AGREEMENT.

Staff recommends that the City Council:

1. Open Public Hearing and Take Public Testimony; and

2. Close Public Hearing; and

3. Adopt by title only Ordinance No. 2994-06.

CONTACT: MAGGIE HEALY, ASSISTANT TO THE CITY MANAGER

Receive and file correspondence from Ed Caprielian.



Ed Caprielian
613 33 Street
Manhattan Beach, CA 90266-3423
Telephone: (310) 546-2345 Email: ed@eccphd.com

November 29, 2066

Mayor and City Council

. City of Redondo Beach

415 Diamond Street
Redondo Beach, CA 90277

Dear Mayor and City Council:

Please consider this letter an expression of my concerns on the potential agreement
between the City of Redondo Beach and Verizon on a FiOS cable television franchise
agreement. | am attaching my Letter to the Editor that appeared in the November 23
issues of both The Beach Reporter and Easy Reader enumerating these concerns.

In addition, | am attaching a letter to City of Manhattan Beach Mayor Ward and
Councilmember Fahey on the conditions, requirements, and restraints placed on
subscribers to Verizon's FiOS services that includes a response from Verizon substantiating
my concerns.

Prior to making your decision, | am requesting that you raise the following questions with
Verizon at the November 30 public hearing that | believe will alt receive a negative
answer: '

1. Do residential subscribers to FIOS cable television have the option to subscribe
to internet service providers other than Verizon?

2. Do residential subscribers to FIOS cable television have the option to utilize
local and long distance telephone providers other than Verizon?

2. Do residential subscribers to Verizon FIOS cable television who are dissatisfied
with Verizon as their provider of local and long distance telephone services have the
ability to change to a provider who does not utilize fiber-optic lines¢ If not, are there
alternatives available to residential telephone subscribers?

4. Are residential subscribers to Verizon FiOS internet services able to host their
own websites utilizing their own servers and static internet protocol addresses?

These prohibitions suggest that the Redondo Beach City Council should reject a
franchise agreement with Verizon unless Verizon ensures it will allow its residential
subscribers freedom of choice for Internet and telephone services, and eliminate
roadblocks to free market access to other telecom suppliers. Otherwise, the city may be
in danger of creating a monopoly similar to Time-Warner.

In addition, the Redondo Beach City Council should inform its residents of the restrictions
and penalties imposed by Verizon if Verizon utilizes its advantage provided by state
legislation to impose FiOS cable television over the objections of the council.



Verizon's lure of packaging supposedly low-cost television, Internet, and telephone
services also deserves scrutiny. What seems a bargain today may become a financial
burden fomorrow. Recently, the California Public Utilities Commission government price
regulation on telephone companies, including Verizon, thereby allowing unfettered rate
increases. (Please see attached Los Angeles Times article.)

Thank you for your consideration.
Sincerely,

Ed Caprielian



Ed Caprielian
613 33" Street
Manhattan Beach, CA 90266
(310) 546-2345 ed@eccphd.com

November 20, 2006

Editor

The Beach Reporter

“What Do You Think?”

400 South Sepulveda Boulevard
Manhattan Beach, CA 90266

Dear Editor:

Verizon’s FIOS television services franchises are a ruse to establish itself as a
monopoly of telecom services in the South Bay. Subscribers to these services
must abide to Verizon’s conditions to use its fiber optics for both internet and
landline telephone services to the exclusion of other providers; and, creates
overwhelming obstacles for dissatisfied Verizon customers from switching to
alternative local and long-distance telephone carriers.

The Redondo Beach City Council should reject a franchise agreement with
Verizon unless Verizon ensures it will allow its subscribers freedom of choice for
internet and telephone services and eliminates roadblocks to free market access
to other telecom suppliers. In addition, it should inform its citizens of the
restrictions and penalties imposed by Verizon, even if Verizon utilizes its
advantage provided by state legislation to impose FIOS over the objections of the
council.

The City Council of Manhattan Beach failed in its due diligence prior to granting
Verizon a FIOS franchise agreement. Further, it declined, even after informed of
the above pitfalls, to protect its residents by making them aware of the hazards of
subscribing to Verizon’s FIOS television services. In so doing, it continued its
long-standing bias of promoting business interests over the pubic interest.

Verizon’s lure of supposedly low-cost packing of television, internet, and
telephone services also deserves scrutiny. What seems a bargain today may
become a financial burden tomorrow. Recently, the California Public Utilities
Commission abolished government price regulation on telephone companies,
including Verizon, thereby allowing unfettered rate increases. Caveat emptort

Sincerely



Ed Caprielian



