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CITY OF SAN ANTONIO
FINANCE DEPARTMENT
CITY COUNCIL AGENDA MEMORANDUM
TO: Sheryl Sculley, City Manager
FROM: Ben Gorzell Jr., Acting Finance Director

SUBJECT: Ordinance authorizing a settlement with Grande Communications, Inc.
DATE: April 20, 2006

SUMMARY AND RECOMMENDATION

This Ordinance authorizes a settlement in the amount of $148,930 with Grande Communications,
Inc for outstanding obligations prior to the termination of its cable franchise agreement with the
City of San Antonio.

Approval of this Ordinance is recommended.

BACKGROUND INFORMATION

In the summer of 2000, the City granted Grande Communications a franchise agreement to
construct and operate a cable system within the City of San Antonio. Some key provisions of the
agreement included a construction timeline, prepayment of franchise fees, PEG start-up funds
and a requirement for a security fund. During the second special legislative session, the State
approved Senate Bill 5 (SB5) which allowed certain cable providers to terminate local municipal
cable franchise agreements and move to a state issued certificate.

On October 27, 2005, the Texas Public Utility Commission granted a certificate to Grande
Communications to operate and provide cable services in San Antonio, thereby terminating its
agreement with the City. At the time of this termination, the City and Grande had several
unresolved obligations outstanding which had been under discussion. Under terms of the City’s
franchise agreement, failure to meet the construction milestones resulted in a penalty of $200 per
day. This penalty applied through the termination date results in an amount due to the City of
$93,000. Additionally, the balance of the prepayment of franchise fees under the franchise
agreement may be subject to retention by the City for failure to build the cable system in
accordance with terms of the franchise agreement. The prepayment balance was estimated at
$56,883 at the termination date of the City’s franchise agreement. A balance of $85,000 in
Public, Educational, and Government (PEG) access channel start-up funds also remained under
the franchise agreement. These potential claims by the City totaled approximately $234,883 as
of the termination date of the franchise agreement.

Staff and representatives of Grande met to discuss resolution of these claims by the City. As a
result of these negotiations, a mutually agreeable proposed settlement was reached. The City
will retain the $100,000 security deposit under the franchise agreement and Grande will
compensate the City an additional $48,930 resulting in total value to the City of $148,930.




POLICY ANALYSIS

The passage of SB 5 and the termination of the City’s franchise agreement with Grande did not
abrogate, nullify, or adversely affect contractual obligations that existed or were incurred prior to
its termination. The proposed settlement is reasonable with the City receiving total value of
$148.,930 to resolve all outstanding claims under the franchise agreement. The City does retain
the right to perform an audit of the franchise agreement for compliance prior to its termination
and any issues identified under such an audit would be resolved at that time.

FISCAL IMPACT

Under the proposed settlement, the City will receive total value of $148,930. These funds will
be designated for funding the City’s costs for PEG and will be deposited into the City’s General
Fund.

COORDINATION

This item has been coordinated with the City Attorney’s Office.

Ben Gorzell Jr., cPA -
Acting Finance Director

Approved for Council Consideration:

Bhoud, 00y

Sheréll Sculley I
City Manager
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