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Abour Cisco Equipment

Cisco is the dominant player in the network communications arena with equipment servicing a - '
broad spectrum of companies from the small business LAN networks to the backbone of the
Internet and the Internet Service Providers. From their web site: “Cisco service pfovider products
and solutions enable service providers to increase chnuc by offering compelling data and
managed services to enterprises, small/medium business, and residential customers. In its aim to
be the preferred partner for profitable _serviccs, Cisco offers three advantages to its service
provider customers: industry-leading technology and solutions, expertise in creating product§ that
support new services, and the ability to ‘iden!:ify and influence business demand for service
provider offerings.” '

1 was president of Daley Marketing Corporation from 1980 to 2001 and I have been publishing
the DMC Network Communications Report since 1996. Iused the DMC Network End-User
reports from March 1999 and July 1999 to determine the apinion of value. I obtained the values
for my report from the publications below plus information from brokers/dealers and lessors
around the country. .Informaﬁon is available from:

= The Processor

e Compu-Mart

e Telecorn Manager

e Computer Manager

e Various web sites

DMC Fair Market Value Report Analysis

The data used by Daleéy Marketing for the reporting of current market values for the computer
industry has come from various brokers and lessors within the industry. The Daley Marketing
reports have been an integral part of the computer marketplace since 1985 with the first
publication of the IBM Market Value Report. Daley Marketing Corporation was 2 computer
lessor from 1980 to 1985 prior to entering into the publishing business. The DMC Fair Market
Value reports are published monthly to the end-user and brokerage community.

The use of the computer broker information as opposed to end-user information is used to avoid
reporting on hidden costs that could be inciuded in a quote from an end-user and distort the real
fair market value, Sales reports from different end-users may include different soft costs that can
distort the end-user fair market value. Because the marketplace allows one broker to sell a
wachine to another broker without soft costs such as free rent, systems help and/or software, this
has become the basis for the Daley Markeﬁng reports.

RCOE

DMC Consulting Group ~ Exhibit G 3
Page 63 of 76

[



} . i
Talvy tvimluﬁhé Corporation utilizes the broker information as the basis for its reports and then
adds a gross margm to arrive at an End-User FMV. The gross margin is derived from
conversations with computer brokers, dealers, lessors and past experience with Daley Marketing
Corporation. The gross margin can vary depending on the ¢quipment and the cost of the
oyuipiucu bud represents what can be expected by tl.na‘sale of equipment from a broker, dealer or

lessor to an end-user.

Conclusions of Value - Summary

The portfolio consisted of Cisco Catalyst 5000, 2820 and 1900 Switches and Router equipment. I
used the information presented in the DMC Market Value Reports to arrive at my opinion of
value. The following represents a sumimary of conclusions;from Exhibit B.

Cisco Portfolio $2,643,383 - $1,859,321 - $1,316,159

Figure 1. Summary of Conclusions March 1999 and July 1999.
The information contained in this desktop letter appraisal i$ to be used as a guide in formulating

Fair Market Values for the Cisco equipment listed. All estimates of value presented in this report
are the appraisers considered opinion. Should you need additional information, please call.

Sincerely,

-5 F

Peter Daley, ASA [
Accredited Senior Appraiser

DMC Consulting Group

61 Wentworth

Newport Beach, CA 92660
94%9-737-7780
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Assumntiong and Limiting Conditions

1 certify that, in the preparation of this report and to the best of my knowledge and belief:
The statements of fact contained in this report are frue and correct.

The reported analyses, opinions, and conclugjons are limited only by the reported
assumptions and limiting conditions, and are my pérsonal and unbiased professional
analyses, opinions, and conclusions.

I have no present or prospective interest in the property that is the subject of this report,
and [ have no personal interest or bias with respect to the parties irvolved. -

My compensation is not contingent on an action or event resulting from the analyses,
opinions, or conclusions in, or the use of, this report.

My analyses, opinions and conclusions were develbped, and this report has been
prepared, in conformity with the Uniform Standards of Professional Practice.

No one else has provided significant professional assistance in the preparation of this
- report.

This valuation report is prepared solely for the purpose stated herein and is accurate to
best of my knowledge and belief. No other purpose is intended or should be inferred.

DMC renders no opinion as to the legal owner of the equipment and is not aware of any
tax liens of encumbrances of the property

T understand that I may be called upon to offer expert testimony regarding this
independent valuation opinion. '

K pot vae HanK /250 3

Peter Daley,
Accredited Senior Appraiser
DMC Consulting Group
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vt 4 Curriculum Vita for Peter Daley

Peter Daley
61 Wentworth
Newport Beach, CA 92660

EDUCATION: L F

Bachelor of Science, Business Administration
Cal State Northridge - 1965

Masters of Business Administration
Pepperdine Umversity -1991

Accredited Senior Appraiser
American Society of Appraisers -1999

BUSINESS:

IBM Corporation, Marketing Representative. Marketed mid-range computer systems and
peripherals in the Southem California area. Received Regional Managers Award and two District
Managers Awards for competitive wins. Qualified for three hundred percent clubs.

Itel Corporation, Marketing Representative. Re-marketed the IBM System/360 portfolio to
customers in Southern California, Hawaii, Colorado and Arizona. Qualified for three hundred

 percent clubs.

Saddleback Marketing Corporation, President. Brokered and leased used IBM equipment to
customers in the western United States. Sales volume varied between $3 and $5 million per year.

1980-2001 - Daley Marketing Corporation. President.: From 1980 to summer of 1985,
brokered and leased IBM equipment in the Westem Unitéd States. In 1981 began to market an
IBM Computer Price List and in June of 1985 sold existing leasing business and created the
market-value and residual vahie publications that are sold worldwide today.

1994-Present - DMC Consulting Group. President. From 1994 to present Mr. Daley has been

writing computer appraisals and reports for Fortune 500 customers. He received his Accredited
Sepnior Appraisal certificate in April 1999 from the American Society of Appraisers.

2001-Present — Computer Economics. President. Mr. Daley acquired CEI on Jamuary 1, 2001.
CEl is an IT Consulting company that deals with economics of running and managing an
Information Technology department. It publishes FMV and Residual Values for the computer
equ:pment as well as salary and demographic information.
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Appraiser Qualifications

PETER DALEY, Accredited Senior Appraiser

Professional Qverview
Mr. Daley is an ASA (Accredited Senior Appraiseﬁ'for the discipline of Machinery and _
Equipment with a specialty in High-Tech for the valuation of computer equipment. ‘

Mr. Daley has been in the computer business since 1965, ‘with IBM as a computer
broker/lessor and then with Daley Marketing Corporation (DMC), a firm he founded in July 1980
to publish reports about computer equipment, including "Market Value Reports” and "Residual
Value Reports." In January 2001 Mr. Daley acquired Comjputer Economics, (CEI), and recently
merged DMC into CEI. CEl is 4n independent research organization founded in 1979 devoted to
helping IT executives control and manage IT costs. CEl bas on on-line subscription based IT
consulting web site and advisory service as well as a number of monthly and quarterly print
newsletters. Today, the combination of CEI and DMCs published and online reports and services
cover all segments of the secondary computer markets. These reports are used extensively by
Fortune 500 companies in the preparation of IT budgets. Mr. Daley directs the company's
research and the publication of its reports. Addmona]ly, Mr. Daley remains president of DMC
Consuiting Group, a scparate company that specializes in writing Appraisals, Portfolio Analysis
and Property Tax Valuation from Fair Market Value (FMYV) to Residual Value (RV) valuations.

M. Daley has developed a database of “Fair Market Value” equiproent values from 1989 to the
present, utilizing a variety of reports and publications along with the DMC Market Value Reports.
This database has been successfully used in the valuation of computer equipment in the
settlement of a number of Virginia tax cases. He has also previously testified in California,
Minnesota, Michigan, New York and the Virginia Courts as an expert in the field of valuation of
computer equipment,

Lectures/Seminars/Presentations

Equipment Leasing Associations Management Con.fcrcnce Residual Value Forecasting, Tuscon,
AZ, February 1997.

American Society of Appraisers Machinery Conference - Determining Fair Market Values and
Residual Value Forecasting, Chicago, IL, October 2001.

Panelist at the fall Comdex - Orderly Disposition of Computer Assets. Las Vegas, November
2001.

American Society of Appraiser’s Intémational Conference — Residual Value Forecasting for the
Computer Industry, San Diego, CA, August 2G02.

Mr. Daley has testified in Federal and Tax Couris in the following cases:

United States v. Knutson and Harper '
United States District Court for the Eastern District of New York

97-CR-957 (ILG)

May 1993

Brooklyn, NY

EDS v. Flint Township :

Local Property Tax Court : RCOE
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T ancine Mishioan
QOctober 1998

Andantech, LLC v. Commissioner of IRS
No. 15532-98, 4277-00, 6348-00
U.S. Tax Court ‘

[ Pon A T s b

e T R W W

St. PauL MN . e

Nicole Rose v. Commissioner of IRS
No. 1967-00

U.S. Tax Court

December 2000

New York, NY

Central Funding Inc v. CompuServe Interactive Services, Inc.
Case No. 01CVH05-4019

‘May 10, 2002

Columbus, Ohio

CMA Consolidated, Inc and Subsidiaries, Inc. v. Commissioner of IRS
No. 12746-01

U.S. Tax Court

October 2002

San Francisco, CA

Mr. Daley has been deposed in the following cases:

Fogler v. Motorola; Adv 94-939

ComNet Technologies, Inc. 93-113243-PHx-GBN
U.S. Bankrupicy Court, District of Arizona
Phoenix, AZ.

February 3, 1998

Central Funding Inc v. CompuServe Interactive Services, Inc.
Case No. 01VH05-4019

Santa Ana, CA

April 23, 2002

Magnetek v. United States '
Case No. 3-00-0925

Los Angeles, CA

July 16, 2002

Long Term Capital Holdings v United States
Case No. 8176 '

Santa Ana, CA

February 19, 2003
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- Background

The mission statement of Computer Econorics is: to be the recognized leader in capturing
today’s information and to disseminate that information iy a quality and timely service to
companies around the world; to provide pertinent and timely information that benefits companies
to make business decisions that allow them to obtamhdhe greatest amount of profit from each
transaction; and to use the latest technology to publish and transmit information to our
customers in a timely manner.

Market values are obtained from brokeragé and leasing campanies across the United States. The
information is compiled and these values then become an integral part of the Market Value
Reports published monthly. -

Computer Economics publishes four different Residual Value reports that cover everything
from Hubs, Routers, PC’s, to midrange and mainframe products. These reports cover the firture

value of over 1,000 pieces of equipment. Besides the normal reports, Computer Economics does
independent residual forecasting for 2 number of clients.

The Computer Economics Computer Price List reports on the description, feature code, and
- purchase and maintenance prices of current machines marketed by IBM. This report supplements
the market value reports and keeps the broker/dealer up to date with IBM list prices.

The Computer Economics reports are distributed in bard copy and over the Internet. Computer
Economics subscription list consists of some of the largest end-users, broker/dealers and lessors
in the world. Computer Economics also markets jits’ products in 15 countries around the world.

Peter Daley is a member of the ASA (American Society of Appraisers).”
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Computer Economics, Inc.
Partial Customer List

Accentore

BankAmerica Leasing & Capital
Boeing Comijuter Services
Cbarles Schwab & Company
Commonwealth Capital Corp
Compag Capital Corp

_Copelco Capital Corp

Dreamworks Interactive
E-Systems

EMC Corporation

FLC Partnership

Fleet Credit Corporation
Forsythe Solutions Group
G.E. Capntal Corporation
Gartner Group

GTE Service Corporation
Hewitt & Associates
Hewlett Packard

Hitachi Data Corporation
IBM Corporation
Information Leasing Corp.
Internal Revénue Service
KPMG Peat Marwick
Leasing Technologies Int’l
Meridian Leasing Corporation
Price Waterhouse

Pacific Gas & Electric
Ratheon — E Systems
Sanwa Business Credit Corporation
StorageTek Corporation
Sun Data Inc.

United Computer Capital
Wisconsin Gas

May 2002

g

DMC Consulting Group
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DMC Publications History

The following is a breakdown of reports conceived and marketed by Daley Marketing

Corporation and now part of Computer Economfies:

PRODUCT STARTED DESCRIPTION
Manufacturer’s Price Lists
IBM Computer Price Lists 1981 Mir's List Price, Maintenance Prices

Market Value Reports - Broker and End-User Reports

IBM/PCM Market Value Report | 1985 et Values for Amdahl, IBM, EMC,
S, Memorex, STK . From
Mﬁmframa to Midrange to I/O
. ipment

DEC Market Value Report 1991 Market Values for DEC 1O Equipment,
VAX, MicroVAX

Workstation/PC Market Value 1992 Market Values for DEC, HP, IBM, SGI,
SUN, Compaq etc.

Network Communications 1995 Miarket Values for over 25 mfs. Bridges,
Hubs, Routers, Switches

Residual Value Reports

Mainframe/Midrange Report 1987 Mainframe Residuals for Amdahl HDS,
HP, IBM and Stratus

Disk/Tape/Miscellaneous /O Report 1987 R#sxdual Values on DASD, pnnters
controllers and tape Subsystems for
Amdahl, EMC, HDS, IBM, HP &
Stpra:geTek

Workstation & PC Report 1994 Rasidual Values for DEC, HP,
IBM, SGI, SUN, Compag etc.

Network Communications Report 1995 Residual Values on Bridges, Hubs,

Routers, Switches, etc.

The above subscnber products are available either hard copy, on-line or email.
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Exhibit B. Portfolio Analysis — Detail

iy

August 2002 DMC Consulting Group
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Spectrum Communications

Cisco Portfolio

July 1, 1999

Original  Original i End-User Fair
" Model Total Unit Extended Market Value/
Number Description Units Price Price Extended
WS-C5000 Cisco 5 Slot Core Switch 36 2,087 57,360
Management Module w/2 FX SC
WS-X5006 Poits , 33 6,297 207,785 157,916
W8e.X5008 Management Module w/2 TX Ports 5 4,897 24,483 18,6807] -
WS- C5000 Fast Ethernet Switching i
X5213A  (10/100BaseTX,12port) " 35 6,957  244,878(%% 186,107
WS-X5010 Amphenol Module ) 28 3,497 90,009 89,091
C5000 Fast Ethernet Switching
WS-X5011 (10BaseFX,12port) 4 6,997 27,988 21,268
Ws-
C5008B Catalyst 5000/5505AC Power Supply 72 1,397 100,548 76,416}
WS-X5111 12 port 100baseFX Switching Module 8 13,997 85,099
WS-C2822-
A Swilch 2820 24 port 10base-T 239 2,797 227,244
WS-X2824 4 port 100 FX Module for 2822 269 2,097 191,746
WS-X2821 1 port 100 FX Module for 2522 1 837 284
& g = WS- 12 port 10base-T Switch w/2 100base
| & § C1912A  TX poris Ent Ed Upgradable 54 1,747 56,587
> a 24 port 10base T Switch with 1
3 WS- 100base TX port and 1 100 base FX
@ C1000C  port 183 2,360 168,433
Total $1,318,159
32

March 2003

DMC Consulting Group
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Price, John.

From: Ed Falkowitz [efalkowitz@universalservice. org]
Sentt Mondoy March n3 20303 7:56 AM

e,

To: "Price, John'
Ce: Rabert Rivera; George McDonald
Subject Riverside (Ben 143743) FY 1999 - Equipment Traded In

‘.

We have received guidance from the FCC regarding trade-in values. Their,guidance is that the presumption is that equipment
traded-in had a useful life of 3 years when ongmally purchased and that the value of the equipment declines in a straight line
basis. This is a rebuttable presumgption and SLD is to consider evidence to support a different fair markef vaiue. in-the case of .
the equipment purchased by Riverside County ( BEN 143743) for funding year 1938, this guidance is analyzed on the attached
spreadsheet. | would appreciate your review of the attached. Let me know in the' next coupie of days if you have any. comment
on the analysis. Also, let me know if you have any additional ewdence to-support the.fair market value of the equipment other,

than what you have already supplied.

Thanks,

Ed Falkowitz
Schools and Libraries Division ’

Phone: 202-263-1620
Fax: 202-776-0080
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siysls of Trade In recetved by Spectum
mrside Gounty (BEN 1434743)
BEN 471 FRNE Appicant .
143743 148308 298371 RO P - RIVERSIDE COUNTY
143743 148309 299776 RO P - RIVERSIOE COUNTY.
143743 149300 - 200375 RO P . RIVERSIDE COUNTY
143743 148300 200374 R O P - RIVERSIDE COUNTY
143743 148308 299358 R O P+ RIVERSIDE COUNTY,
143743 148208 208389 R O P - RIVERSIDE COUNTY
143743 148308 299370 R O P+ RIVERSIDE COUNTY
143743 140309 209385 R O P - RIVERSIOE CQUNTY
143743 148309 288372 R Q-P~ AIVERSIDE COUNTY
143743 148308 209373 R O P - RIVERSIDE COUNTY
143743 148309 29937 R O P . RIVERSIOE COUNTY
143742 148308 298382 R O P« RIVERSIDE COUNTY
143743 140209 299381 R O P - RIVERSIDE COUNTY
143743 148308 299354 RO P - RIVERSIDE COUNTY
140743 148308 299355 R O P - RIVERSIDE COUNTY
43743 148309 239383.R O P - RVERSIOE COUNTY
T4y 148300 299378 R O P. RIVERSIDE COUNTY
3 148309 299377 RO P« RIVERSIOE COUNTY
L THY 148200 294353 R O P - RIVERSIDE COUNTY
143743 128300 299388 R O P » RIVERSIDE COUNTY
143743 148308 209359 RO P - RIVERSIOE COUNTY
142742 149300 299379 R O P - RIVERSIOE COUNTY
143743 143309 299381 R O P - RIVERSIDE COUNTY
peal Tradm in 2.5 Yoara

#2022 Switch

Original Cost Velus @ Jyr ke
00 sarkes switeh  $20,500.78  $3.031.13

§ 260008 § 81015

L4
-
-
-

SPIN- Service Provider
143010185 Specirumn Communications
143010185 Spacirum Communications
143010188 Spactrum Communications
143010185 Spectrum Communicatons
143010165 Spactrum Communications
143010188 Spectrum Communicaiions
143010185 Spectrum Communicaions

143010185 Spectrum Communications

143010185 Specirum Communicatons
143010185 Spacium Comimunicationa
143010188 Specirum Communications
143018185 Specirum Communications
143010185 Specirum Communications
143010185 Spactrum Communications
143010185 Spactrum Communicalions
142010183 Spactrum Communications
143010185 Spectrum Communications
143010185 Spectrum Communications
143010185 Spectnam Communications
143010185 Spectrum Communications
143010185 Specirum Communications
143010183 Specirurn Communications
143010165 Specinum Comenunications

Amcunt Paid  Amount Approved

$190,018.55
$103.272.47
$92,254.87
$174,080.18
$335,980,7T1
314,528.29
3133052
§212,000.72
§217,562.53
$184,500.75
544,070,338
395,188,800
$125,307.05
$13,052.78
$123,492,1§
$50,746.06
$44,070.32
$08.748.08
§248.40.29
$38.581.54
$75,728.49
$179:000.58
$M2,508.76

$180,018.55
$103,272.47
302,154 87
$174,506.18
32530871
$16,520.29
13,951,582
$213,052.73
321758253
3184, 500.75
$44,070.00
§395,158.80
$125,307.88
$3),052.78
$173,482.15
180,748.08

344,070,085

S84, TA6.08
3245,401.28
$38,581.58
$75,728.49
$179,000.05
$312,608.76

Yaur
1999
1959
1099
1899

1999
1938
1999
1999
1998
1069
1999
1999
1909
1999
1989
1999
1990
1999
1999
1989
19998
1999

Schod
Alvord

Beaumount
Coacheila
Corona Norco
Dasert Contar
Dasert Sands
Hemel
Jurupa

Laks Elsinore
Manifes
Maotenc Vailey
Munristia
Nuvigw

Palm Sphings
Palo vands
Putris Elemantary
Pais High
Riversida USD
Romaoland
San Jancmo
Tomecula

Val Verde

Nor=
Discounted
Discount Porton
.8 $03,561.23
87 $50,885.54
&7 $45,430.97
87 308,137.08
7 85 470,14
”7 $8,130.08
a7 $134;822.99
T $104,444.27
[y 3107,157.40
L1 §90,877.54
87 $1.To8
L1 194,835,238
&7 38171888
97 §18.278.72
a7 505,451.38
L1 $42,725.88
7 521,708,310
&7 $42,725.68
a7 $121,378.80
L1 $18.§93.02
ar $37,289.11
a7 $08,164.65
87 $152,070.48

2 ]
1 15
4 a8
K 42
T 3
1 1
2 28
0 [}

E) 53
1.
z L
1 2
° [}

s L
] 7

. 5
1 53
3 ars

Trade-n Vaius Pald in Cash

3 2143028
13,002.3%

43,791.0

41,350.74
2.778.85
12470
272011

4.001.19
51,803.50
mr2em
12,304.0
23,455.87

4,881,190
35.510.40

427104
11398
nreM

e e e R R R R R

§ 42015778

3 45,438.89
¥ 88,1382

5513907

¥ 10.379.73

Tein .
Pwyments by
Apphcart

3

24,338,2¢

13,0833
45,430.60
88,137.92
43,791.3

6,120,857
41,350,74
26.770.85
12473.20
23,728.11

4,381,18
51,893,350
27.72e.m9
16,270.79
22,5080
22,455.87

488139
25,516.40

4,271.04
23,115.88
38,280,458

MARBNUAB AR RARIRaRne

$420,157.79

Maximum
Commitmant

$
]
3
3
¥
3
3
3
¥
E ]
3
L
s
¥
3
e
3
3
3
3

45,005,482 .

4782253
2910.20
72,113.23
2,871.50
45:902.41
73.837.04

1,188, 787,21

06,748,08
174,318.05
29,000,080
TET2049
132,080,54
138,050.72

3$2,512,190.89
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