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The Department of Information Technology and Telecommunication’s Request for Proposals Concerning NYC WiFi and Information Hubs
I.
Introduction 
On Thursday June 18, 2014, the Committee on Technology and the Subcommittee on Zoning and Franchises will hold an oversight hearing entitled “The Department of Information Technology and Telecommunication’s Request for Proposals Concerning NYC WiFi and Information Hubs.”  Those invited to testify include the Department of Information Technology and Telecommunication (DoITT), current payphone franchisees, and other interested groups and individuals.   
II.
Background
In 1959, the New York City enacted Local Law 78, making it illegal to install or maintain a payphone on City sidewalks without a City-issued license.  Advertising was added to curbside payphone installations in the 1980s.  Prior to 1999, when Bell Atlantic was purchased by Verizon, the company owned many of the payphones in New York City.
  In 1999, the City entered into franchise contracts for operation of public payphones with more than 90 companies.
 Ten of those franchise contracts remain in effect today, and are scheduled to expire on October 15, 2014.
  
These franchise agreements apply to “sidewalk payphones” only; payphones inside the subways or attached to subway entrances are not covered.  There are two types of sidewalk payphones: (1) “building line” phones, which account for 22% of sidewalk phones, are located close to a building, and share the building’s telephone wiring, and (2) “curbside” phones, which account for 78% of sidewalk phones, sit closer to the street, and use telephone wiring running from a nearby manhole.
  No advertising is allowed on building line phones.  Advertising is allowed on nearly 4,500 curbside phones in zoning districts that allow commercial and manufacturing uses as of right.
 
The 10 current public pay telephone franchisees operate approximately 7,300 public pay telephone installations.
  In FY13, the City received $17,416,722 in franchise commissions for payphone advertising and usage.
  The three biggest operators – Van Wagner Kiosk Advertising, Titan Outdoor Communications and Telebeam Telecommunications Corporation – control approximately 84% of the payphones under the current franchise contracts and the remaining seven small operators control the rest.

The current franchise contracts provide that the City receives 36% of the advertising revenue generated by sidewalk payphones, 10% of the curbside payphone usage revenues, and a fixed daily fee per building line payphone.
  

While payphone use has declined rapidly since 1999, the 10 current payphone franchisees report that more than 27 million non-911 calls were made in 2011.  They are also frequently used to call 911.  For example, in a one week period in December 2011, there were 8,264 calls made to 911 from sidewalk payphones in New York City.
  
The role of pay telephone service in public communications has changed dramatically since 1999.  The availability and use of wireless voice communications has expanded explosively and has achieved nearly universal penetration among households and businesses in the United States.  With the growth of wireless phone service, the use of pay telephone service has declined dramatically. According to FCC data released in August 2008, the number of payphones in operation nationwide had declined from about 2.1 million in March 1999 to about 872,000 in March 2007.
  The American Public Communications Council, a trade group of payphone providers, reports that there are now fewer than 500,000 payphones in the U.S., a more than 75% reduction from the FCC’s reported number as of March 1999.
  As payphone use has declined, many of the payphones in New York City no longer work.  In addition, it is likely that some of the less used curbside payphones remain only because the franchisees maintaining them generate revenue from advertising placed on the enclosures.
 
III.
July 2012 Request for Information
In response to the decreased use of payphones, on July 13, 2012 the City issued a Request For Information (RFI) concerning whether some or all of the sidewalk capacity currently dedicated to payphone installations could be used for other telecommunication convenience services.
  The RFI stated that alternatives might include (separately or in combination) Wi-Fi antennas that would create public wireless hotspots, touch-screen wayfinding panels, information kiosks, charging stations for mobile communications devices, electronic community bulletin boards, or other types of innovative sidewalk amenities. The RFI sought public and industry input on the desirability and feasibility of such alternatives as well as suggestions on how they might be best designed to withstand intensive use, harsh weather, and vandalism.
 The City received 22 responses to the RFI from current franchisees, Community Boards, Business Improvement Districts, and a variety of other companies and organizations.  
The City also sought the input from of urban designers, planners, technologists and policy experts on modernizing the payphone infrastructure through the “Reinvent Payphones” design challenge.  The City received over 125 submissions and 11 semi-finalists were selected to demonstrate their prototypes.  An independent panel of judges selected the best designs for connectivity, creativity, visual design, functionality, and community impact.

IV.
April 2014 Request for Proposals
On April 30, 2014, the City issued a Request For Proposals (RFP) “for the installation, operation and maintenance of Public Communications Structures on City sidewalks” using the responses to the RFI and the submissions to the Reinvent Payphones design challenge.
  The franchise contract would run to June 24, 2026, and the City would have the option to extend the contract to June 2029.  Initially, the RFP stated that proposals were due on June 30, 2014.
  This was subsequently extended to July 21, 2014.

In the RFP, DoITT is seeking proposals for up to 10,000 “public communications structures” that will replace the existing 7,300 payphone installations, providing telephone services and free Wi-Fi service 24 hours a day, 7 days a week.  The RFP states that the franchisee may charge a fee for phone services except for 911 and 311 calls.  The RFP also seeks proposals for structures that may include cell phone charging stations, sustainability features such as solar panels, touch screens that provide information or facilitate business transactions, and other complementary telecommunication services.
  
The RFP states that the design and placement of the structures should minimize impacts on pedestrian circulation and the visual character of the streetscape.  The footprint and height of the structures should be kept as small as possible, align with existing elements and complement other street furniture.  Proposers must submit designs that are suitable for placement throughout the city and alternate designs for placement in historic districts and near City landmarks.  All structures must be accessible to persons with disabilities.

DoITT acknowledges in the RFP that the primary source of revenue will be from the sale of advertising space on the structures.  The RFP provides that the franchisee may display advertising on the structures, compensating the City with either (a) a minimum of 50 percent gross revenues derived from their operation and advertising, or (b) a guaranteed minimum amount (increased annually according to the Consumer Price Index) – whichever is greater.  A minimum of five percent of the advertising panels must be provided to the City to use for promotion of the City and its partners and public service advertisements.  No advertising will be permitted in exclusively residential zones and static or slow-moving digital advertising will be permitted in some areas of the City.  The City will also allow advertising in association with the free Wi-Fi service, such as on a splash or log-in page.

Significantly, the RFP indicates that the City will award a citywide contract to one franchise operator.  However, the RFP encourages companies to form partnerships and joint ventures to submit a proposal and subsequently operate the franchise.
  The City has also stated that the franchise contract written in accordance with the RFP will include non-exclusivity provisions, preserving the City’s right to grant additional franchises in the future.

The RFP states that the City will require the new franchisee to purchase all the existing public pay telephones from the current franchisees and operate them until the new structures are installed.  In order to minimize disruption in City streets, the franchisee will be required to follow a phase-in schedule to install the new structures initially in the locations of the pre-existing payphones first and to do so equitably across the five boroughs over a four year period.  The RFP also states that the City would like to see additional structures installed in new locations in the outer boroughs.

VI.
Conclusion  
The Committee and Subcommittee look forward to hearing more about DoITT’s RFP concerning NYC WiFi and Information Hubs and whether there are any stakeholder concerns that should be addressed in this or a subsequent RFP. 
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