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-our Gco Equipment 

Cisco is the dominant player inthe network comunidooS arena with equipment servicmg a 
broad spectrum of companies from the small business LAN networks to thc backbone of the 

Memet a d  the Internet Service Providers. From their web We: "Cisco service provider products 

ana soil~lom enable service providers to increase Tzenue by offuing compeUiug data and 

managed 
be the preferred partner for prolitable services, Cisco 0ffW three advantages to its service 

provider customers: industry-ldmg technology and dudons, expertise in creabng products that 
support new services, and the ability to identify and influwce business demand for service 

provlder offerings." 

to enterprises, snalYmedium business, aod residential customers. In its aim to 

I was prtsident of D a l 9  Mark+ Corporation f iop 1980 to 2001 and I have been publishing 

the DMC Network ChmmUnications Report since 1996. I used the DMC Network End-User 

reports from March 1999 and July 1999 to determine the qpinion of value. I obtainedthe values 
for my report from the publications below plus information eom brokeddealers and lessors 

z-d the country. Information is available Grom: . l-llePrOcessor 

Compu-Mart 

TelecamManager 

Computer Manager . variousweb?.ites 

DMC Foir Morkei Yolk Report Analysis 

The data used by Daley Marketing for the reporting of current market values for the computer 

industry has come from various brokers and lessors within the industry. The D a l q  Marketing 
reports have been an integd part of the computer markqlace since 1985 with tbe first 

publication of the IBM Market Value Report. Daley Marketing Corporation was a computer 

Lessor from 1980 to 1985 prior to entering into the publishing business: The DMC Fair Market 

Value reports are published monthly to the enduser and brokerage community. 

The use of the compuk broker information opposed to end-user i n f o d o n  is used to avoid 

reporting on bidden costs that could be included in a quote from an end-user and distort the r d  
fair market value. sales repom from different end-users may include different soft costs that can 

distort the end-user fair &et value. 

machine to mother broker 

the marketplace allows one broker to sell a 

SU& free rent, systems help and/or software, this 
has basis for the Daley Marketing reports. 

DMC Consulting GrOUp 
RCOE 
ExhibitG 8 
Page 63 of 76 



z&, :.zdp..& corporation utilizes the bmke.r i n f o d o n  as the basis for its reports ad rhm 
ad& agross marghto arrive ai an End-User FMV. The. gmss margin is derived ffom 

conversations with wmputa brokers, dealers, lessors and p+st experience with Daley Marketin g 

Corporation. The gross margin can vary depending on the aquipment and the cost of the 

.11Ulpui- bur represents what can be expected by t& ,de  @f equipment from a broker, dealex or 
lessor to an end-user. 

Conclusions of Value - Sununary 

The portfolio wnsisted of C i w  Catalyst 5000,2820 and 1900 Switches and Router equipment. I 

used the information presented in the DMC Market Value Repom to arrive ai my opinion of 
value. The following represents a summary of wnclusions f?om Exbibit B. 

Cisco Portfolio $2,643,383 S1$859,321 $1,316,159 

Figore 1. Summary of Conclusions March 1999 and July 1999. 

The information contained in this desktop letter appraisal is to be used as a guide in formulating 

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

Sincerely,- 

U Peter Daley, M A  
Accredited Senior Appraiser 

DMC Consulting Group 
61 Wentworth 
N e q m ~  Beach, CA 92660 
949-131-1780 

March 2003 DMC Conding  Group 
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Awimntinns’and Limiting Conditions 

I certify that, in the preparation of this report and to the best of my knowledge and beliefi 

The statementr offoct contained in this report are lhre and correct. 

The reported analyses, opinions, and cnnch@ons are limited only by the reported 
asmmptions and limiting conditions, and are my parsonal andunbinsedprofasioml 
analyses, opinions, and conclusiom. 

I have no present orprospective interest in the propry that is the subject of this report, 
and I have no personal interest or bias with resped to the parties imlved 

M y  compensation is not contingent on an action on event resulfingfrom the analyses, 
opinions, or conclusions in. or the use ox this repcvt. 

My analyses, opinions and conclusions were develoH and this report has been 
prepared, in conformiq with the UnI@rm Standarb ofPofessiona1 Practice. 

No one eke has provided significant professional (rrsistance in the preparation of this 
report. 

This valuotion report is prepared solely for the putpose stated herein and is accurate to 
best of my howledge and belief: No otherprposc is intendpd or should be iqerred. 

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

I understand that I may be cnlled upon to offer expr t  testimony regarding this 
independent valuation opinion. 

AccreditedSemor &praiser 
DMC Consulting Group 

March 2003 DMC consulting Group 
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E+-%* ."I du&~~Iurn Vita for Peter Ddey 

PeterDaley 
61 Wmtworth 
Newport Beach, CA 92660 

EDUCATION 

Bachelor of Science, Business Admhistration 
Cal State Northridge - 1965 

Marrters of Business Administration 
Pepperdine University -1991 

Accredited Senior Appraiser 
American Society of Appraisers -1999 

' 4  

BUSINESS: 
IBM Corporation, Marketing Representative k k e t e d  mid-rauge computer systems and 
peripherals in the Southem California area. Received &@onal Managers Award and two District 
Managers Awards for competitive wins. Qualified for 

Itel Corporation, Marketing Representative. Re-markfled the IBM System/360 portfolio to 
customers in Southem 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 vatied between $3 and $5 million per year. 

198&2001- Daley Marketing Corporation. President.' From 1980 to summer of 1985, 
brokered and leased IBM equipment in the Western United Srates. In 1981 began to market an 
IBM Computer Price List and in lune of 1985 sold exis@g leasing business and created the 
markeLvalue and residual value publications that are sold worldwide today. 

1994-Present - DMC Consulting Croup. President. From 1994 to present Mr. Ddey has been 
Wnting computer appraisals and reports for Fortune 500 customers. He received his Accredited 
Senior Appraisal certificate in April 1999 from the American Society of Appraisers. 

2001-Present - Computer Economics. President. Mr. Daley acquired (33.1 on Jarm;uy 1,2001. 
CEI is an IT Consulting company that deals with bconornics ofrunning and managing an 
Information Technology department. It publishes FMV and Residual Values for the computer 
equipment as well as salary and demographic idormation. 

hundred percent clubs. 

March 2003 DMC CkmsuIting Group 
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Appraksr Qunlifications 

PETER D a m ,  Accredited Senior AppraiSer 

Professional Overvim 

Mr. Daley is an M A  (Accredited Senior App-7 i$r tha disciplie of Machinay and 

Equipment with a specialty in High-Tech for the valuation lof,compu&r equipment 

Mr. Daley has been in the computer business since 1965, 
brokerfiessor and then with Daley Marketing Corporaton v MC), a h he founded in July 1980 
to publish reports about computer equipment, including "Market Value Reports" and "Residual 
Value Reports." In Jan~wy 2001 MI. Daley acqU;ea conlputer Economics, (CEO, and recently 
merged DMC into CEI. CEI is bn independent research o+aukttion founded in 1979 devotgto 
h e l p i i  IT executives control and manage IT costs. CEI hi. 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 ofthe secondary computer markets. These reports are used extensively by 
Formne 500 companies in the preparation of IT budgets. 1Mr. Daley due& the Cdmpany's 
research and the publication of its reports. Additionally, MI. Daley remains president of DMC 
Consulting Group, a separate company that specializes in writing Appraisals, Portfolio Analysis 
and Property Tax Valuation from Fair k k e t  Value 0 to Resid& Value (RV) valuations. 

Mr. Daley bas developed a database of "Fair Market Value" equipment values from 1989 to the 
present, utilizing a variety of reports and publications aloqg with the DMC Market Value Reports. 
This database has been successllly used in the v a l d o n  of computer equipment in the 
settlement of a number of Virginia tax cases. He has also previously testified in California, 
Minnesota, Michigan, New Yo& and the Virginia Courts as an expert in the field of valuation of 
computer equipment. 

with IBM as a computer 

Equipment Leasing Associations Management Conference - Residual Value F o r e ,  T U S ~  
AZ, February 1997. 

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

Panelist at the Etll Comdex - Orderly Dispition of Computer Assets..Las Vegas, November 
2001. 

American Society of Appraiser's International Conferena - Residual Value Foreasting for the 
Computer Industry, San Diego, Cq August 2002. 

Mr. Daley has testified in Fedeml and Tax Courts in the €bollowing cases: 

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

May 1998 
Brooklyn, NY 

97CR-957 @G) 

EDS v. Flint Township 
Local hopaty Tax cwrt 
March 2003 DMC consulting Gmnp 
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October 1998 

Lu: v. commissioner of IRS 
No. 15532-98,427740,634840 
US. Tax Court 

st. Paul, MN 
n-...l.- 1Mn 
__-"I """" 

Nicole Rose v. Commissioner of IRS 
No. 196740 
U.S. Tax Court 
December 2000 
New York, NY 

Central Funding Inc v. Cornpusewe Interactive Services, Jpc 
CaseNo. 01CVH05-4019 

Columbus, Ohio 
May 10,2002 

CMA Consolidated, Inc and Subsidiaries, Inc. v. Commissioner of IRS 
No. 12746-01 
US. Tax court 
October 2002 
Saa Francisco, CA 

Mr. Dalev has been dwosed in the followinp. cases: 

Fogler v. Motorola, Adv 94-939 
ComNet Technologies, k. 93-1 13243-PHxGBN 
U.S. h h l ~  COUIl, D d c t  O f  &OM 
Phoeniq Az. 
Febnmy 3,1998 

Cenb-al Funding Inc v. Cornpusewe Interaciivc Services, Inc 
CaseNo. 01VH054019 
Sank Ana, CA 
April 23,2002 

Magnet& v. United States 
Case No. 3-00-0925 
Los Angeles, CA 
July 16,2002 

Long Term Capital Holdings v United S&es 
CaseNo. 8176 
Santa Ana, CA 
February 19,2003 

March 2003 
RCOE 
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Background 

The mission statement of Computer Economics k to be. @e recognized leader in capturing 
today’s information and to disseminate that information a quality and timely service to 
comDanies around the world; to pmvide peduent and timely information that benefits compauies 
to make business decisions that allow them to obta&& -test amount of pmiit from each 
transaction; and to use the latest technology to publish anil transmit infonmiionto OUT 
customem in a timely manner. 

Market values are obtained from brokerage and leasing ""panics 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 merent Residual Value reports that cover everything 
from Hubs, Routers, Pc‘s, to midrange and maidiame praducts. These reports covex the firmrc 
value of over 1,000 pieces of equipment. Besides the n o d  reports, Computer Ecooomics does 
independent residual forecasting for a number of clients. 

The Computer Economics Computer Price List reports 09 the description, feature code, and 
purchase and maintenauce prices of current machines marlteted by JBM. This report supplements 
the market value reports and keeps the brokeddealer up to ldate with lBM list prices. 

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

Peter Daley is a member of the ASA (American Society of Appraisers). 

March 2003 DMC consulting Gmup 
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Computer Economics, be 

Partial Customer List 

Aceentare 
BanLAmen 'ca Leasing & Capid 
B o e i c o ~ S a V i a s  
cbarles schwab & compam, 
c o ~ 0 ~  capital corp 
~ ~ ~ W c O r p  
Copelco capital corp 
Drcamwor)u Interacfive 
E-Systems 
EMC Caporation 
FLC partnership 
Fleet Credit Corporation 
Fonythe SolutionS Group 
G E  Ca#al Corporation 
-Group 
CXE Service Corporation 
Hewitt & Associates 
Hewleti Pa- 
Hitachi Data Corporation 
IBMCorpaijon 
InfonnationLcashg Carp. 
Intemal Revenue service 
KPMG Peat Marwick 
Leasing Technologitr Int'l 
Meridian Leasing Corpomtion 
hice watcrhowe 
pacific Gas &Electric 
Ratheon - E Systems 
Saowa Business Credit Corpontion 
StolageTek Corporation 
Sun Data Inc. 
United complta Capital 
WisWnsinGas 

May 2002 DMC Consulting Group 
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Rmidnal Values on Bridges, Hubs, 

lBM Computer hice Lists 1981 

I .  1 Hubs, Router$, Switches 
Residual Value Reports 

Mfr‘s List Price, Maintenance Prices 

MainfriundMidrange Report 

DiskfTapeJMiscellaneous VO Report 

[BMPCM Market Value Rep& 

DEC Market Value Report 

WorkstationPC Market Value 

Network CommmCations 

WorkstStion & PC Report 

et Values for Amdahl, IBM, EMC, 

to Midrange to YO 

1985 ET S, Memorex, STK . From 

Equipment 
M&k& Values for DEC VO JZquipmmt, 

&et Values for DEC, HP, IBM, SGI, 

W e t  Values for over 25 &. Brides. 

1991 

1992 

1995 

V O ,  MicrovAx 

SIpN, compaq etc. 

Network Communications wort 

1987 

1987 

1994 

1995 

Msinframe Residuals for Amdahl, HDS, 
IIp, IBM and Sbatus 

idual Values on D U D ,  printers, 
%trollers and tape. Subsystems for 
hdabl,  EMC, HDS, IBM, Hf’ & 
StprageTek. 
Rkidual Values for DEC. HP. 

The above subscriber products are available either hard copy, on-line or email. 

I 
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Exhibit B. Portfolio Analysis - Detail 
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Spectrum Communications 
Cisco Portfolio 

Original Original End-User Fair 

Management Module w/2 FX SC 

WSX5009 Management Module w12 lX Ports 
C5000 Fast Ethernet Switching 

C5000 Fast Ethernet Switchlng 

WS-X5006 Pons 

X5213A (~.O/lOOBaseTX,l2port) 6,997 244,878 
WS-X5010 Amphenol Module 

WS-X5011 (lOBaseFX,l2poll) 

C5008B Catalyst 500015505AC Power Supply 72 

WS-X5I 11 12 port 1 OObaseFX Switching Module 8 

Switch 2820 24 port lobase-T 

WS-X2821 1 port 100 FX Module for 2822 

12 port 10base-T Switch w/2 100base 
TX ports En! Ed Upgradable 
24 port IObase T Switch with 1 
100base TX port and 1 100 base FX 

WS-X2824 4 port 100 FX Module for 2822 2,097 563,959 

C1912A 

March 2003 DMC Consultlng Group 

. 
1 

1 

.. 



Exhibit 4 

RCOE 
Exhibit G 
Page 74 of 76 - -__ 



. .  

Price, John . .  

From: Ed Falkowih [efalkowitz@universalse~i~.orgl. 
e--&. nfl.-.rl-u ' L k r r h  i 3 ,  2003 7:56,l&4 - -. . - . . .- . . . _, . . .  

'Price. John' *. To: 
Cc: Robert Rivera: George McDonald 
Subjeit: Riverside [Ben 143743) FY 1999 - Equipment Traded-In 

We have received guidance from the FCC'regarding trade-in values. Their.guidance is'thaf the presumption is qat equipment 
.traded-in had.a useful life of 3 years when originally purchased and that.the value of the equipment declines in.a'straight line 
basis. This is a rebuttable presumption and SLD is to consider evidence tmsuppor! a different fair markef value. In-the case of . 
the equipment purchased by Riverside County ( BEN 143743) for funding year 1999. this guidance is analyzed on the attached 
spreadsheet I would appreciate your review of the attached. Let me.know in the.next couple of,days if you have any.wmment 
on the analysis. Also, let me know if you have any additional evidence to-support t he . ' i i  market value of the equipment other, 
than what you have already supplied. 

Thanks, 

Ed Falkowih 
Schools and Libraries Division 
Phone: 202-263-1620 
Fax: 202-776-0080 
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