
   

M E M O R A N D U M 
Department of Information Services 
 

To: Honorable Mayor and City Council 

From: Bill Marion, Information Services Director 

Through: Thomas Williams, City Manager 

 Emma Karlen, Finance Director 

Subject: Network Equipment Lease 

Date: January 28, 2009 

 
BACKGROUND:  In 2000, the City Council approved the purchase of approximately $450,000 of 
network equipment in order to upgrade the existing telecommunications network for planned 
technology projects, as well as to support the new City Hall.  The upgrade was completed in 2001 
and the network has now been in operation for over 8 years.  The planned life of this type of 
equipment is generally 5 years.  After this period of continuous operation, the equipment is prone to 
failure and often support is no longer available from the manufacturer.  This is the case with most of 
the equipment installed in 2001.  In the past year, we have experienced four significant equipment 
failures.  A major failure of the telecommunications network would seriously impact service delivery 
in all departments, including critical public safety functions. 

At the beginning of FY08/09 staff began a design project for a replacement network.  This design 
took into account new technologies as well as the new facilities constructed by the City.  The design 
was completed in late 2008 and staff then explored various options to acquire the necessary 
equipment.  The original 2001 upgrade was funded by a technology bond issued in 2000.  These 
funds have been expended and given the current financial situation, a new bond issue does not seem 
prudent.  A Technology Replacement Fund has been established, but would require in excess of four 
years to accumulate sufficient funds to purchase the equipment for the network upgrade. 

An option available to the City is a program through a California Department of General Services 
state-wide contract, called CalNet II, which is part of the State of California Multiple Award 
Schedule (CMAS).  This program features a no-interest lease through the equipment manufacturer 
for a period of five years.  The equipment would be acquired from AT&T with leasing provided by 
Key Government Financial.  There are no fees associated with the program and the lease includes 
provisions for termination should the City be unable to fund the annual payment.  The annual 
payment would be $77,157.36 and would commence in FY08/09 and terminate in FY12/13.  At the 
completion of the lease, the equipment would become the property of the City.  Pursuant to 
Municipal Code Title I, Section 2-3.08 Cooperative Purchasing, the City can enter into the lease 
without a competitive bidding process, since the CalNet II program is an agreement that was 
competitively negotiated and/or used bidding procedures at least as restrictive as the City’s.  This 
program has been utilized by many agencies, including the Milpitas Unified School District. 
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Given the difficulties of funding the total purchase price, staff is recommending that the City 
proceed with the lease agreement in order to start the network replacement project this fiscal year 
and avoid a potentially major failure of the City’s telecommunications network.  Currently there is 
sufficient funding for the first annual payment in the Equipment Replacement Fund.  The remaining 
payments will be programmed in the Equipment Replacement Fund as part of the annual budgeting 
process.  The lease program and the lease documents have been reviewed and approved by the City 
Attorney’s Office and the Purchasing Agent and the network design has been approved by the 
Telecommunications Commission. 

RECOMMENDATION:  Adopt a resolution authorizing the City Manager to execute a lease 
agreement with Key Government Financial for network equipment in the amount of $385,786.82 
and appropriate the first annual lease payment for $77,157.36 from the Information Technology 
Replacement Fund. 
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RESOLUTION NO. ______ 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MILPITAS AUTHORIZING 
THE CITY MANAGER TO EXECUTE A LEASE WITH KEY GOVERNMENT FINANCIAL 

FOR NETWORK EQUIPMENT MAIN 
 
 WHEREAS, in 2000, the City Council approved the purchase of approximately $450,000 of network 
equipment in order to upgrade the existing telecommunications network for planned technology projects, as well 
as to support the new City Hall.  The upgrade was completed in 2001 and the network has now been in operation 
for over 8 years, even though the planned life of this type of equipment is generally 5 years; and 
 
 WHEREAS, Section I-2-3.08 of the Milpitas Municipal Code authorizes the City Council to award 
contracts without competition when the purchase is pursuant to a cooperative agreement by another pubic agency 
in California that used competitive negotiation or bidding procedures at least as restrictive as the City’s; and 
 
 WHEREAS, CalNet II provided by the California Department of General Services, is an agreement that 
was competitively negotiated and/or used bidding procedures at least as restrictive as the City’s; and 
 
 WHEREAS, Key Government Financial has offered to provide a no-interest, five-year lease to the City 
under the CalNet II program for the purchase of the network equipment. 
 
 NOW, THEREFORE, the City Council of the City of Milpitas hereby finds, determines, and resolves as 
follows:  
 

1. The City Council has duly considered the full record before it, which may include but is not 
limited to such things as the City staff report, testimony by staff and the public, and other 
materials and evidence submitted or provided to the City Council. Furthermore, the recitals set 
forth above are found to be true and correct and are incorporated herein by reference. 

 
2. The City Manager is authorized to execute a five-year lease with Key Government Financial 

under the CalNet II program, a cooperative agreement, for network equipment for an amount not-
to-exceed $385,786.82 and subject to approval as to form by the City Attorney. 
 
 

PASSED AND ADOPTED this __________ day of _______________, by the following vote: 
 

AYES: 
 
NOES: 
 
ABSENT: 
 
ABSTAIN: 

 
 
ATTEST: APPROVED: 
 
 
__________________________________ ___________________________________ 
Mary Lavelle, City Clerk Robert Livengood, Mayor 
 
 
APPROVED AS TO FORM: 
 
 
__________________________________ 
Michael J. Ogaz, City Attorney 




















































