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COUNTY OF MILWAUKEE

Interoffice Communication
DATE:

October 23, 2013
TO:

Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors



Supervisor Michael Mayo, Sr., Chairman, Transportation, Public Works and Transit Committee

FROM:

Brian Dranzik, Director, Department of Transportation

SUBJECT:

AMEND AIRPORT AGREEMENT NO. CN-1455 WITH SPRINT SPECTRUM 


L.P. AS ASSIGNED TO CONCOURSE COMMUNICATIONS SSP, LLC AT 


GENERAL MITCHELL INTERNATIONAL AIRPORT 
POLICY

County Board approval is required to amend concession agreements at General Mitchell International Airport (GMIA).

BACKGROUND
On December 16, 2004 Milwaukee County entered into Airport Agreement No. CN-1455 with Sprint Spectrum, L.P. for the installation, operation, management and maintenance of the WI-FI Service Concession in the terminal building at GMIA.  On October 5, 2007 the agreement was assigned to Concourse Communications SSP, LLC, a subsidiary of Boingo Wireless, Inc. due to an asset purchase agreement.  The agreement was for an initial term of five (5) years beginning on March 1, 2005, and ending on February 28, 2010.  The agreement could be renewed for one additional five (5) year term subject to the mutual agreement of both parties.
The WI-FI technology world has greatly expanded in recent years and continues to expand with more airport customers requesting WI-FI services to check email, surf the internet, and download movies.  In order to provide a more robust WI-FI service, Concourse offered to invest approximately $900,000 in system upgrades in exchange for a longer agreement term for Concourse to generate sufficient revenue from WI-FI users to recover its investment.  

The County Board of Supervisors, on January 20, 2010 (File No. 07-348(a)(b)), approved Airport staff’s request to continue Airport Agreement No. CN-1455  through February 28, 2016 with one additional five-year term through February 28, 2021with the mutual consent of both parties due to Concessionaire’s significant financial investment to upgrade the WI-FI network and install a Distributed Antenna System (DAS) that would improve cell phone communications throughout the Airport.
Due to passenger complaints and demands, many airports across the nation have been converting their WI-FI systems from a user paid system to a limited or unlimited free system.  Since establishments like Starbucks and McDonalds offer free WI-FI to its customers, the traveling public is requesting free WI-FI in order to use their WI-FI enabled portable devices in the terminal building.  Concourse has been offering a hybrid model in some airports in which the first 20 to 30 minutes are free after the user watches an advertisement.  If the user wants to extend WI-FI access beyond the free time, the user would have to pay a fee.  A portion of the lost revenue due to the free time would be recovered from increased advertising revenues.  Concourse estimates that by providing 20 minutes of free WI-FI time, the total revenue reduction would be approximately $60,000 per contract year.  Since the Airport receives 50% of the revenues, Airport revenue would be reduced by approximately $30,000 each per contract year.  Airport staff is recommending that the Concourse agreement be amended to provide for 20 minutes of free WI-FI at GMIA.
In order to recover the revenue lost from the 20 minutes free WI-FI, Concourse is requesting an additional three (3) year extension to its agreement from March 1, 2021 through February 28, 2024. 
RECOMMENDATIONS

Airport staff recommends that Airport Agreement No. CN-1455 between Milwaukee County and Sprint Spectrum, L.P. as assigned to Concourse Communications SSP, LLC be amended to extend the agreement for one (1) additional three (3) year term, beginning March 1, 2021 and ending February 28, 2024.  For this extension, 20 minutes of free WI-FI access will be provided to customers at GMIA.
FISCAL NOTE

Concourse Communications SSP, LLC will continue to pay to Milwaukee County the 50% WI-FI percentage fee contained in Airport Agreement No. CN-1455.  The 20 minute free WI-FI offer is estimated to decrease WI-FI revenues approximately $30,000 per contract year. 
Prepared by:  Kathy Nelson, Airport Properties Manager

Approved by:

_________________________________
____________________________________

Brian Dranzik, Director,


C. Barry Bateman

Department of Transportation

Airport Director
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