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The Honorable Judge Shelly K. Speir

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

NO. 19-2-11506-3

BOWMAN MASTER DECLARATION OF
o MITCHELL SHOOK PREPARED IN
Plaintiff, RESPONSE TO COURT ORDER OF
v JANUARY 7, 2020 TO ORGANIZE
DECLARATIONS.

City of Tacoma, Defendant.

MITCHELL SHOOK,
Plaintiff, Pro Se

V.

CITY OF TACOMA, Defendant.
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I, Mitchell Shook, declare as follows: I am a resident of Tacoma, ratepayer of Tacoma
Public Utilities, taxpayer to City of Tacoma, and customer of Click!, the municipal broadband
telecommunications system operated by Tacoma Public Utilities. I am an expert in matters
related to Click! Network and the ISP industry, having 20 years of experience working with
Click! and other open access systems, in my role as Founder and CEO of Advanced Stream, an
Internet Service Provider operating on Click! Network. I have personal knowledge of the matters
set forth below.

It is my understanding the Court, in its Order on January 7, 2020, required me to certify,
authenticate and organize my Exhibits in my declarations in this case. I have done so in this
"Master Declaration,” which includes my original declarations Shook Decl. 10/30/19, Shook
Decl. 11/1/19, Shook Decl. 12/12/19 (part 1 and 2) and Shook Decl. 12/30/19.

I have carefully organized each of the Exhibits attached to my original declarations, and
separated them into identifiable instruments by adding letters to each of the original Exhibit
numbers. This Master Declaration contains the original text from each of my declarations, along
with some additional information, but all of which new language has all been underlined for the
convenience of the Court and the parties.

In order to comply with the Court's Order of January 7, 2020, and in response to the City's
Motion to Strike, I have obtained Certificates of Authenticity from various government officials
to authenticate the public records and documents that were attached to my original declarations."

In the process of obtaining the Certificates, some of them returned large volumes of
unrelated pages. For example, in Shook Decl. 12/12/19, Exhibit 50, where I cited two pages from
the 1997 “Telecommunication Study,” but the Certificate for the document containing the two
pages, Resolution U-9258, contained 501 pages. The entire “Telecommunication Study” for
creating Click! Network was an Exhibit to Resolution U-9258. In such cases, I have not enlarged
the number of pages in my original Exhibit, by adding the full “Telecommunication Study,” for

example; rather, I preserved the original two pages and added the Certificate for Resolution U-
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9258 to the title page of my Shook Decl. 12/12/19, Exhibit 50. I have also identified such
exhibits as “pages from,” or “excerpts of.”

Complete copies of all certified documents are available for the Court and any other party to
this lawsuit by contacting plaintift at the email address on file in this case. In many cases I have
provided direct links to sources of information provided, along with links to “archived copies”
preserved on permalink, a service for storing online information. All citations to “archived”
copies are also true and correct copies of the sites and materials they reference and are

incorporated herein and therein by this reference.

Shook Declaration 10-30-19
Exhibits 1 to 28

I, Mitchell Shook, declare as follows: I am a resident of Tacoma, ratepayer of Tacoma
Public Utilities, taxpayer to City of Tacoma, and customer of Click!, the municipal broadband
telecommunications system operated by Tacoma Public Utilities. I am an expert in matters
related to Click! Network and the ISP industry, having 20 years of experience working with
Click! and other open access systems, in my role as Founder and CEO of Advanced Stream, an
Internet Service Provider operating on Click! Network. I have personal knowledge of the matters
set forth below.

I am over the age of eighteen, competent to testify in this matter, and make this declaration

on my own personal knowledge. All references in the following Declaration to “downloaded.” or

“available at” or from a “website” or a “webpage” are meant to indicate that the Plaintiff in this

cause, “Mr. Shook” is the one who did the downloading and screen captures. All references to

Defendant or “The City” are meant to indicate City of Tacoma and “TPU” is Tacoma Public

CGI” 13

Utilities. All references to me.,” and “mine” identify the author of this Declaration, yours

truly, Mitchell Shook.

The Exhibits have the same exhibit numbers, from the original Shook Declarations

submitted in this matter, with the addition of letters, to distinguish the exhibits.
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1. Attached hereto as Exhibit 1 and incorporated herein by this reference is a true and correct

copy of a screenshot of the TPU website as visited on 10-29-19. This exhibit shows “About TPU

- Tacoma Public Utilities,” as seen and captured by Mr. Shook’s on June 4, 2019,

https://www.mytpu.org/about-tpu , also archived and available at https://perma.cc/76T2-G9EA.

1 (a). Attached hereto as Exhibit 1 (a) and incorporated herein by this reference is a true and

correct copy of a screenshot of the TPU website as visited on 10-29-19. 'Our services' Page

listing Power, Water, Rail, and Click! Network as viewed and captured by Mr. Shook’s on June

4. 2019, https://www.mytpu.org/about-tpu/services. An archived copy is available at

https://perma.cc/2SKD-FEWG .

1 (b). Attached hereto as Exhibit 1 (b) and incorporated herein by this reference is a true and

correct copy of a screenshot of Click!’s Landing Page. http://click-network.com, showing

“Products,” as viewed and captured by Mr. Shook’s on June 4, 2019. An archived copy is also

available at https://perma.cc/RZH3-YTCE

1(c). Attached hereto as Exhibit 1 (¢) and incorporated herein by this reference is a true and

correct copy of a screenshot of Click!’s products Page -“Internet Service Providers,” as viewed

and captured by Mr. Shook’s on June 4, 2019. An archived copy is also available at

https://perma.cc/2VHC-AD6R

1 (d). Attached hereto as Exhibit 1 (d) and incorporated herein by this reference is a true and

correct copy of a screenshot of Click!’s webpage -About Click https://www.click-

network.com/about as viewed and captured by Mr. Shook’s on June 4, 2019. An archived copy is

also available at:https://perma.cc/NP7T-8Y XN

1 (e). Attached hereto as Exhibit 1 (e) and incorporated herein by this reference is a true and

correct copy of a screenshot of Click! Network’s webpage - “Products - High Speed Internet.”

https://www.click-network.com/products/internet/ as viewed and captured by Mr. Shook on June

4.2019. An archived copy is also available at: https://perma.cc/H267-LKUY

MASTER DECLARATION MITCHELL SHOOK

3624 6™ AVE SUITE C
OF MITCHELL SHOOK -4- TACOMA, WA 98406



https://www.mytpu.org/about-tpu
https://perma.cc/76T2-G9EA
https://www.mytpu.org/about-tpu/services/
https://perma.cc/2SKD-F8WG
http://click-network.com/
https://perma.cc/RZH3-YTCE
https://perma.cc/2VHC-AD6R
https://www.click-network.com/about
https://www.click-network.com/about
https://perma.cc/NP7T-8YXN
https://www.click-network.com/products/internet/
https://perma.cc/H267-LKUY

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

2. Attached hereto as Exhibit 2 and incorporated herein by this reference is a true and correct
copies of the Declaration of Surplus Property, first and last pages of the surplus Resolution U-
11116 and sample pages from the City’s agreement with Buyer to privatize Click!. Now attached

as Exhibit 2 is a true and correct copy of the City of Tacoma’s Declaration of Surplus Property

(DSP), as I downloaded it from the City’s website.

2 (a).  Attached hereto as Exhibit 2 (a) and incorporated herein by this reference is a true and

correct copy of the first and last pages of the surplus Resolution U-11116. which now includes a

signed certification of authenticity for the document from which the attached exhibit is a true and

correct copy of what it purports to be.

2 (b).  Attached hereto as Exhibit 2 (b) and incorporated herein by this reference is a true and

correct copies of the pages of the Click! Business Transaction Agreement., as downloaded from

the City of Tacoma website. These pages are also in the record as “Exhibit H” to Defendant’s 12-

30-19 Declaration Of Christopher D. Bacha In Support Of Defendant’s Response To Plaintiff's

Partial Summary Judgment Motions.

3. Attached hereto as Exhibit 3 and incorporated herein by this reference is a true and correct
copy of the meeting notice for Declaration of Surplus Property related to Click! Network. The

meeting was on October 30, 2019 and was a Special Meeting Notice for Declaration of Surplus

Property related to Click! Network Resolution U-11116 — Authorize Tacoma Power to Declare

Surplus Utility-owned Property including certain inventory, equipment, and vehicles allocated to

the Click! Network. As downloaded by Mr. Shook from City of Tacoma website.

4.  Attached hereto as Exhibit 4 and incorporated herein by this reference is a true and correct

copy of the timeline for the privatization of Click! Network under the Transaction. As taken

from the business transaction agreement, and is listed as “Exhibit A2 - Transition Plan Gantt

Chart” in Defendant’s 12-30-19 Declaration Of Christopher D. Bacha In Support Of

Defendant’s Response To Plaintiff's Partial Summary Judgment Motions as “Exhibit H.”
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5. Attached hereto as Exhibit 5 and incorporated herein by this reference is a true and correct
copy of the City of Tacoma Charter, as downloaded from City’s website by Mr. Shook on
10/29/19. Section 4.1 thru 4.8

6. Attached hereto as Exhibit 6 and incorporated herein by this reference is a true and correct
copy of pages from the TPU Annual report as downloaded by me from TPU’s website. The

pages are 15, 16, 47 and 48 from TPU’s Tacoma Power Electric System Revenue Bonds, Series

2017 prospectus, as downloaded by me from TPU’s website on June 4, 2019, and available at,

https://www.mytpu.org/wp-content/uploads/2017-tacoma-power.pdf , an archived copy is also

available at: https://perma.cc/7EXF-RVRY .

6 (a).  Attached hereto as Exhibit 6 (a) and incorporated herein by this reference is a true and

correct copy of pages 65 and 66, from 2016 SUPERINTENDENT’S REPORT TACOMA

POWER as downloaded by me from TPU’s website on June 4, 2019, and available at,

https://www.mytpu.org/wp-content/uploads/2016-tacoma-power.pdf , an archived copy is also

available at: https://perma.cc/M93K-Y3L5

7. Attached hereto as Exhibit 7 and incorporated herein by this reference is a true and correct
copy of a Click!’s Annual Report to The City of Tacoma, obtained through my public disclosure

request from Defendant.

7 (a). Attached hereto as Exhibit 7 (a) and incorporated herein by this reference is a true and

correct copy of Jul-14 Click! Network Plant Totals as obtained from Click! Manager, Pam

Burgess, through my public disclosure request from Defendant.

8. Attached hereto as Exhibit 8 and incorporated herein by this reference is a true and correct
copy of a page from the Tacoma Municipal Utility Code as downloaded by me from City’s
website on 10/29/19.
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9. Attached hereto as Exhibit 9 and incorporated herein by this reference is a true and correct

copy of a page from the TPU 2018 annual report and the August 2019 Click! operational

summary, with the addition of purple arrows and comments added for emphasis and explanation.

Now Attached as Exhibit 9 and incorporated herein by this reference is a true and correct copy

of a page from the TPU 2018 annual report.

9 (a).  Attached hereto as Exhibit 9 (a) and incorporated herein by this reference is a true and

correct copy of the August 2019 Click! operational summary, with the addition of purple arrows

and comments added by me for emphasis and explanation, as downloaded by me on 10/29/19,

from City of Tacoma’s website as part of the August 2019 Tacoma Power Financial Statements.

Available at:

https://www.cityoftacoma.org/UserFiles/Servers/Server 6/File/cms/Finance/Financial Reports/

Monthly/08 19Power.pdf , also available at perma.cc archive : https://perma.cc/638F-57Q09 .

10.  Attached hereto as Exhibit 10 and incorporated herein by this reference is a true and
correct copy of TPU 1997 Resolution U-33668, along with parts of the Telecommunication

Study and Business Plan associated with the creation of Click!. Now Attached as Exhibit 10 and

incorporated herein by this reference is a true and correct copy of TPU 1997 Resolution U-

33668. Resolution U-33668 is also in the record under Defendant’s Exhibit H. in the 11-4-19

Supplemental Declaration of Joseph Sloan in Opposition to Plaintiff’s Motion for Temporary

Restraining Order, in cause # 19-2-11760-1, which is this case, Shook v Tacoma, prior to the

present consolidation with Bowman. See signed Certificate as a part of exhibit 10 (a), which the

U-3368 was an attachment to. The entire Telecommunications Study also known as Business

Plan, by Tacoma City Light dated February 18th 1997 which is 486 pages was also attached as

an exhibit to U-9258.

10 (a). Attached hereto as Exhibit 10 (a) and incorporated herein by this reference is a true

and correct Certified copy of TPU Substitute Resolution U-9258. Now included is a signed
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Certificate of the custodian of these records that the attached exhibit is a true and correct copy

of what it purports to be.

10 (b). Attached hereto as Exhibit 10 (b) and incorporated herein by this reference is a true

and correct copy of parts of the Telecommunication Study and Business Plan created to support

the creation of Click! Network. This Telecommunication Study and Business Plan was attached

to Res. # 33668, which was passed by Tacoma City Council on April 8th 1997. A copy of

Resolution #33668 is included in this case record by Defendant’s own 11-4-19 Supplemental

Declaration of Joseph Sloan in Opposition to Plaintiff’s Motion for Temporary Restraining

Order, in cause # 19-2-11760-1. which is this same case prior to the present consolidation with

Bowman. See signed certification as a part of exhibit 10 (a),

10 (c). Attached hereto as Exhibit 10 (¢) and incorporated herein by this reference is a true

and correct copy of a portion of the Telecommunication Study and Business Plan created to

support the creation of Click! Network. This Telecommunication Study and Business Plan

attached to Res. # 33668, which was passed by Tacoma City Council on April 8th 1997.Current

Business market research study - Dethman & Associates. See signed certification as a part of

exhibit 10 (a),

11.  Attached hereto as Exhibit 11 and incorporated herein by this reference is a true and

correct copy of Ordinance 25930 for creation of telecommunication system. This document,

Ordinance No. 25930, is also already in the record as Defendant’s Exhibit G, in the December

30th 2019 Declaration Of Christopher D. Bacha In Support Of Defendant’s Response To

Plaintiff's Partial Summary Judgment Motions. This Ordinance includes an attachment,

Resolution U-9198. which contains the words “WHEREAS by the installation of additional

telecommunications capacity, this system would have the capability of providing additional

public benefits for the City, and Light Division ratepavers.” Now included is a signed

certification from the custodian of these records that the attached exhibit is a true and correct

copy of what it purports to be.
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12.  Attached hereto as Exhibit 12 and incorporated herein by this reference is a true and
correct copy of a Court order and brief from 1996 Summary Judgement for creation of

telecommunication system. Now Attached as Exhibit 12 and incorporated herein by this

reference is a true and correct copy of 1996 Court order Granting CITY OF TACOMA'S

MOTION FOR SUMMARY JUDGMENT.

12. (a) Attached hereto as Exhibit 12 (a) and incorporated herein by this reference is a true

and correct copy of City of Tacoma's Motion for Summary Judgement -Nov 6 1996

MEMORANDUM IN SUPPORT OF CITY OF TACOMA'S MOTION FOR SUMMARY

JUDGMENT -Case No. 96-2-09938-0.

13. Attached hereto as Exhibit 13 and incorporated herein by this reference is a true and
correct copy of a Court order and brief from 1997 Summary Judgement for creation of

telecommunication system.

13. (a) Attached hereto as Exhibit 13 (a) and incorporated herein by this reference is a true

and correct copy of City of Tacoma's reply brief dated May 5th 1997 Case No. 96-2-09938-0

13. (b)  Attached hereto as Exhibit 13 (b) and incorporated herein by this reference is a true

and correct copy of Declaration of Steven Klein in support of City's reply 1997 in Ex. 13 (a)

14. Attached hereto as Exhibit 14 and incorporated herein by this reference is a true and

correct copy of City of Tacoma Resolution No. 33668. Now Attached as Exhibit 14 and

incorporated herein by this reference is a true and correct copy of June 30th 1998 letter from

Mark Crisson, Director, Tacoma Public Utilities to Ray Corpuz, City Manager, City of Tacoma

with an attachment of news article from MSNBC titled "Tacoma Power to give TCI a jolt."

15. Attached hereto as Exhibit 15 and incorporated herein by this reference is a true and
correct copy of City’s FCC Transparency Disclosure and sample filing of the City’s FCC 499,

477 and 471 Filings. Now Attached as Exhibit 15 and incorporated herein by this reference is a
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true and correct copy of City of Tacoma 2019 FCC Form 499-A Telecommunications Reporting

Worksheet (Reporting 2018 Revenues) FCC 499, 477 and 471 Filings Form 477 Filing

Summary

15. (a)  Attached hereto as Exhibit 15 (a) and incorporated herein by this reference is a true

and correct copy of Form 477 filing summary -Aug 20, 2018 11:54:09 -Tacoma Power dba

Click! Network

15.(b) Attached hereto as Exhibit 15 (b) and incorporated herein by this reference is a true

and correct copy of Description of Services Ordered and Certification Form 471 FCC

Registration Number 0011877545

15. (c) Attached hereto as Exhibit 15 (¢) and incorporated herein by this reference is a true

and correct copy of City of Tacoma Department of Public Utilities, Light Division dba Click!

Network transparency disclosures 6/11/2018 certified by Tenzin Gyaltsen

16. Attached hereto as Exhibit 16 and incorporated herein by this reference is a true and
correct copy of the City’s 2018 Tax payments for the System, with the addition of purple

emphasis and explanation. Department of Public Utilities Activity Total Taxes report

17. Attached hereto as Exhibit 17 and incorporated herein by this reference is a true and
correct copy of a Click! Telecommunications System Installation Agreement. (for Multiple

Dwelling Units)

18. Attached hereto as Exhibit 18 and incorporated herein by this reference is a true and
correct copy of a report titled: A Sampling of Municipal Broadband Utilities in the USA
Compiled by Mitchell Shook, June 22, 2019.

19. Attached hereto as Exhibit 19 and incorporated herein by this reference is a true and correct

copy of an October 2019 Surplus Property Resolution from City of Duvall.
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19. (a) Attached hereto as Exhibit 19 (a) and incorporated herein by this reference is a true and

correct copy of Surplus Property Resolution #19-17 from City of Duvall. Passed October 1, 2019

- With Exhibit A

20. Attached hereto as Exhibit 20 and incorporated herein by this reference is a true and
correct copy of AGO 2003 Attorney General Opinion on City Authority to Operate

Telecommunications. Attached hereto as Exhibit 20 and incorporated herein by this reference is

a true and correct copy of City’s Res. No. U-10828 showing, Whereas a Vote of People is

Required and authorizing Click! to prepare a Business Plan to provide retail Voice (VolP),

commercial broadband and gigabit services. ("Retail Services') AKA "ALL-IN Plan." Exhibit

32. below, contains the Certificate for this inadvertent duplicate of Resolution U-10828.

21. Attached hereto as Exhibit 21 and incorporated herein by this reference is a true and
correct copy of a Report from The Executive Office of the President: COMMUNITY-BASED
BROADBAND -THE BENEFITS OF COMPETITION AND CHOICE FOR COMMUNITY
DEVELOPMENT AND HIGH-SPEED INTERNET ACCESS. (January 2015):

22. Attached hereto as Exhibit 22 and incorporated herein by this reference is a true and
correct copy of pages from A Light in Digital Darkness Public Broadband after Tennessee v.

FCC.20 YALE J. L. & TECH. 311 (2018).

23. Attached hereto as Exhibit 23 and incorporated herein by this reference is a true and
correct copy of the United States Department of Agriculture’s webpage promoting its “Rural
Utilities” program to build and expand broadband networks. I downloaded this on 10/19/19, as

available at: https://www.rd.usda.gov/programs-services/all-programs/telecom-programs ; I have

also preserved and archive copy, https://perma.cc/2LLV-HB4B .

24. Attached hereto as Exhibit 24 and incorporated herein by this reference is a true and
correct copy of pages from Senate Bill 5511. Adopted 04/16/2019, showing new legislation

passed and State of Washington’s public policy and legislative intent for promoting Broadband
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showing new legislation that just passed. It demonstrates the State of Washington’s public policy

and legislative intent for promoting Broadband (including by Public Utilities).

25.  Attached hereto as Exhibit 18 and incorporated herein by this reference is a true and
correct copy of screen shots I have recently taken of the City of Tacoma Municipal Code and
Purchasing Policy Manual, along with the guidelines for disposing of surplus property as

obtained from the MSRC website. This paragraph contained a mistake in numbering, and the

intended Exhibit is now Attached as Exhibit 25 and incorporated herein by this reference is a

true and correct copy of City of Tacoma Municipal Code and Purchasing Policy Manual, Section

XXIV. F. SURPLUS PROPERTY AND DISPOSAL

25.(a)  Attached hereto as Exhibit 25 (a) and incorporated herein by this reference is a true

and correct copy of "Practice Tips" for disposing of surplus property as obtained from the MSRC

website. I downloaded this on October 23, 2019 available from: http://mrsc.org/Home/Explore-

Topics/Legal/General-Government/Sale-of-Surplus-City-or-Town-Property.aspx ; and preserved

an archive copy at: https://perma.cc/X7QF-SBD7 .

26. Attached hereto as Exhibit 26 and incorporated herein by this reference is a true and
correct copy of Click! Networks Organizational chart as obtained by my public disclosure

request in 2018.

217. Attached hereto as Exhibit 27 and incorporated herein by this reference is a true and
correct copy of pages from the City’s slide presentation related to the Transaction as presented

at the TPU Board meeting on October 23, 2019. Now Attached as Exhibit 27 and incorporated

herein by this reference is a true and correct copy of pages from the City’s slide presentation

titled Click! Surplus Declaration as presented at the TPU Board meeting on October 23, 2019.

Public Hearing October 23. 2019. Item #1. This slide presentation is included by Defendant’s

own Declaration of Sorum, 12/12/19, In Support Of Defendant's MSJ, Pg. 199/394,

MASTER DECLARATION MITCHELL SHOOK

3624 6™ AVE SUITE C
OF MITCHELL SHOOK -12- TACOMA, WA 98406



http://mrsc.org/Home/Explore-Topics/Legal/General-Government/Sale-of-Surplus-City-or-Town-Property.aspx
http://mrsc.org/Home/Explore-Topics/Legal/General-Government/Sale-of-Surplus-City-or-Town-Property.aspx
https://perma.cc/X7QF-SBD7

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

28.  Attached hereto as Exhibit 28 and incorporated herein by this reference is a true and

correct copy of the AGO Opinion I downloaded from the AGO office. Now Attached as Exhibit

28 and incorporated herein by this reference is a true and correct copy of AGO Opinion, AGO

2003 No. 11. December 15, 2003, as downloaded from the AGO office.
End Of Shook Declaration 10-30-19

Shook Declaration 11-1-2019
Exhibit 29 is 2156 Pages Long and Not Included In This Master Declaration.

I, Mitchell Shook, declare as follows: I am a resident of Tacoma, ratepayer of Tacoma
Public Utilities, taxpayer to City of Tacoma, and customer of Click!, the municipal broadband
telecommunications system operated by Tacoma Public Utilities. I am an expert in matters
related to Click! Network and the ISP industry, with 20 years of experience working with Click!
and other open access systems, in my role as Founder and CEO of Advanced Stream, an Internet
Service Provider operating on Click! Network. I have personal knowledge of the matters set

forth below.

1. Attached hereto as Exhibit 29 and incorporated herein by this reference is a true and
correct copy of the CLICK! BUSINESS TRANSACTION AGREEMENT, Click! Transition
Plan (on page 26), INDEFEASIBLE RIGHT OF USE AGREEMENT (pages 38 — 162) with
Exhibits, as I downloaded them from the TPU website on 10-29-19. This Exhibit 29 also

contains assets identified in the “Execution Copy of the Click! Business Transaction Agreement

(“CBTA”) and IRU, which is in Defendant's Declaration of Chris Bacha, 12/31/19, as Exhibit H.

On page 77/208 of Mr. Bacha’s “Exhibit H,” node maps are cited as being contained on a “USB

Drive” specifically. In Shook’s Decl. 11/1/2019, Exhibit 29, assets identified in the CBTA and

IRU are shown, including Exhibit A2 System Assets, Exhibit A2.1 Fiber Schedule (Pg.

165/2156), Exhibit A2.2 Node Maps (pg. 258/2156), Exhibit A2.3 Equipment Shown in Node

Maps (BOM) (Pg. 406/2156), Exhibit A2.4 Routers and Equipment in Hub Sites (Pg. 916/2156),

Exhibit A3.1 Hub Site Drawings (Pg. 926/2156), Exhibit A4 — Conduit Space License, is Exhibit
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A2. Exhibit A6.1 Headend Site Drawing (pg 96/2156), Exhibit B1 Critical Routes, Exhibit B2

Non-Critical Routes. Exhibit A6.2 - Head End Equipment, (Pg. 1119/2156)

Click!’s System contains “Ancillary Systems.” in Exhibit A3.2. (Shook Decl 11/1/19, (pg.

949/2156), For example, there are Six Air Conditioning systems, 4ea 3-ton Mitsubishi Mr. slims

with ceiling cassette indoor units, Six Fire Suppression Systems, Six backup Generator Sets +

ATS, Cummins OSM11-G4 NR3, Engine ID # 35276711, Tank is 500-gallon model 45066, Six

battery strings and inverter systems.

2. There was no Exhibit 30 in this Declaration. Everything was included in Exhibit 29. The

Declaration is 2156 pages long and contains, node maps and essential assets and equipment of an

entire municipal telecommunication system. Attached hereto as Exhibit 30 and incorporated

herein by this reference is a true and correct copy of the EXHIBITS “B” thru “P” for the Click!
Business Transaction Agreement, as I downloaded them from the TPU website on 10-29-19.

END OF SHOOK DECLARATION 11/1/2019

Shook Declaration 12-12-19
Exhibits 30 To 66 (a)

I, Mitchell Shook, declare as follows: I am a resident of Tacoma, ratepayer of Tacoma
Public Utilities, taxpayer to City of Tacoma, and customer of Click!, the municipal broadband
telecommunications system operated by Tacoma Public Utilities. I am an expert in matters
related to Click! Network and the ISP industry, having over 20 years of experience working with
Click! and other open access systems, in my role as Founder and CEO of Advanced Stream, an
Internet Service Provider that operates on Click! Network. I am over the age of eighteen,

competent to testify in this matter, and make this declaration on my own personal knowledge.

1 It is my experience that municipalities, when disposing of property acquired for utility
purposes, to avoid the mandatory “vote” requirement under RCW 35.94.040 follow a process in
Washington state that involves a bidding stage, which follows a surplus declaration and public
hearing. In my experience, such surplus resolutions generally involves things that are no longer

useful, like old trucks, computers, desks, file cabinets, weed-whackers, copy machines etc.
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For example, the City of Duvall recently disposed of “Property originally purchased for utility

purposes.” The notice of public hearing cites RCW 35.94.040.

Notice is hereby given that the City Council of the City of Duvall, Washington will hold
Public Hearing at the Riverview Educational Service Center, 15510 1st Ave NE, Duvall,
WA. at 7:00 p.m. or as soon as possible thereafter on October 1, 2019 regarding:

Property originally purchased for utility purposes that is either no longer needed for that
use and / or past its useful life and the city desires to sell the property, pursuant to
RCW35.94.040.

It is proposed that all items be disposed of to the general public by means of direct sales,
sealed bid, trade-in, or auction, as determined to be in the best interests of the City by the
Public Works Director and to the highest, responsible bidder.

I participated in that bidding process and found Duvall’s staff to be professional and
courteous. Their actions represented the best practices for disposal of surplus utility property. I
was successful with my winning bid for the hay rake! See my previous declaration in this case,
under Shook Decl. 10/29/19 Ex. 19.

1.
2. .Attached hereto as Exhibit 30 and incorporated herein by this reference is a true and
correct copy of the City’s April 14, 1997 Memorandum in the case approving establishment

Click!. There were two Exhibit 30s in this record, by mistake. The other Exhibit 30 (was part of

11-1-19 Shook Declaration, representing parts of the IRU agreement).

3. Attached hereto as Exhibit 31 and incorporated herein by this reference is a true and
correct copy of Click fiber plant slides, showing fiber, and tubes from City slide presentation.

And plant totals Total Mileage, PLANT TOTALS from July 2014, as provided to me by the

City. Now Attached as Exhibit 31 and incorporated herein by this reference is a true and correct

copy of Plant Totals that were provided to me as part of my public disclosure request.

3(a). Attached hereto as Exhibit 31 (a) and incorporated herein by this reference is a true and

correct copy of Surplus Property Hearing from October 29th, 2019 Tacoma Council Meeting.
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3.(b) Attached hereto as Exhibit 31 (b) and incorporated herein by this reference is a true and

correct copy of Product Brochure from General Cable Titled: "Connecting the World" as

downloaded from General Cable's website. (www.generalcable.com)

3.(c) Attached hereto as Exhibit 31 (¢) and incorporated herein by this reference is a true and

correct copy of IDC White Paper © 2017 IDC. www.idc.com Titled: Digital Age 2025: The

Evolution of Data to Life-Critical - Executive Summary and Conclusion

3.(d) Attached hereto as Exhibit 31 (d) and incorporated herein by this reference is a true and

correct copy of IDC White Paper Doc# US44413318 Titled The Digitization of the World —

From Edge to Core: Executive Summary, "Mankind is on a quest to Digitize the world - From

Edge to Core".

4. Attached hereto as Exhibit 32 and incorporated herein by this reference is a true and correct

Certified copy of a City of Tacoma of Resolution U-10828 of the Tacoma Public Utility Board

confirming Charter 4.6 requirements for a vote of the people, with “Whereas” In Paragraph 4

related to City Charter 4.6, which now includes a signed Certification of Authenticity stating that

the attached exhibit is a true and correct copy of what it purports to be.

5. Attached hereto as Exhibit 33 and incorporated herein by this reference is a true and correct
copy of letters and legislative for RCW 35.94.040, with the 1972 legislative bill files for SB
2835, including letters from City of Tacoma in support, as provided to me by the Washington

State Archives. Now Attached as Exhibit 33 and incorporated herein by this reference is a true

and correct copy of Certification Of Enrollment Substitute House Bill 2639 Chapter 198, Laws

of 2008 : Amendment to Surplus Property Requirement., in Section (b) Within or without its

boundaries, which has become unserviceable, inadequate, obsolete, worn out or unfit to be used

in he operations of the system and which is no longer necessary, material to, and useful in such

operations. : EFFECTIVE DATE: 06/12/08.
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Now included and incorporated herein by this reference are true and correct copies of

certificates of authenticity for Exhibits 33 (d) -(x), signed by Steve Excell, Custodian of Records

for the Washington State Archives, and appearing in Exhibit 33 (d).

5.(a)  Attached hereto as Exhibit 33 (a) and incorporated herein by this reference is a true and

correct copy of the Washington State Session Laws, Chapter 390. 1955: Senate Bill 367 related

to RCW 54.16.180 Public Utility Districts Sale, Lease, Conveyance of property.

5.(b)  Attached hereto as Exhibit 33 (b) and incorporated herein by this reference is a true and

correct copy of the Washington State Session Laws, Chapter 143, 1945: House Bill 342 Page

413 § 6 (M) related to Surplus of Municipal utility property Remington 9512-9514.

5.(c)  Attached hereto as Exhibit 33 (¢) and incorporated herein by this reference is a true

and correct copy of the Washington State Session Laws, 1917, Chapter 137: House Bill 337 Page

573 Titled: "Sale or Lease of Public Utilities Owned by Cities or Towns." - Approved by the

Governor March 15th 1917.

5.(d)  Attached hereto as Exhibit 33 (d) and incorporated herein by this reference is a true and

correct copy of Report of Standing Committee, March 22nd, 1973. Washington State Senate Bill

No 2835 authorizing an additional method for the disposition of certain property owned by

municipal utilities. Now included and incorporated herein by this reference is a true and correct

copy of the Certificate of Authenticity from the Custodian of Records for the Washington State

Archives from Local Government Committee, (14 pages), 1973 Senate Bill No. 2835.

5.(e)  Attached hereto as Exhibit 33 (e) and incorporated herein by this reference is a true

and correct copy of the Senate Bill No 2835 authorizing an additional method for the disposition

of certain property owned by municipal utilities. See signed certificate for the Local Government

Committee 1973 Senate Bill No. 2835, as a part of Exhibit 33 (d).
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5. (f). Attached hereto as Exhibit 33 (f) and incorporated herein by this reference is a true and

correct copy of the Washington State SENATE BILL NO. 2835 Read first time March 14, 1973,

and referred to Committee. See signed Certificate as a part of Exhibit 33 (d)

5.(g).  Attached hereto as Exhibit 33 (g) and incorporated herein by this reference is a true

and correct copy of the Letter 3/20/1973 to: Washington .State Legislature Re: Senate Bill 2835,

from A. J. Benedetti Director of Tacoma Public Utilities on flexibility "consistent with that long

enjoved by Public Utility Districts under RCW 54.16.180." See signed Certificate as a part of

Exhibit 33 (d).

5. (h)  Attached hereto as Exhibit 33 (h) and incorporated herein by this reference is a true

and correct copy of the Sign in sheet from March 22nd, 1973 for testifying on Washington State

Senate Bill No. 2835 at the Local Government Committee. Short Title: Municipal Properties

Disposal, See signed Certificate as a part of Exhibit 33 (d).

5. (1) Attached hereto as Exhibit 33 (i) and incorporated herein by this reference is a true and

correct copy of the Amendment to Washington State Senate Bill 2835 By Senator Guess, See

signed Certificate as a part of Exhibit 33 (d).

5.(1) Attached hereto as Exhibit 33 (j) and incorporated herein by this reference is a true and

correct copy of the Minutes of the Washington State House Local Government Committee from

April 7, 1973 hearing on ESB2835. Now included and incorporated herein by this reference is a

true and correct copy of the Certificate of Authenticity from the Custodian of Records for the

Washington State Archives from Local Government Committee, (20 pages), 1973 Senate Bill

No. 2835.

5. (k). Attached hereto as Exhibit 33 (k) and incorporated herein by this reference is a true

and correct copy of the REPORT TO Washington State SPEAKER'S OFFICE by Senators

Rasmussen, Gardner, and T. Peterson Authorizing an additional method for the disposition of

certain property owned by municipal utilities. Page2 "This is the same as HB 939 which was
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passed out of this committee on March 16. This bill offers cities a simpler way of disposing of

property no longer needed for public utility purposes. The public interest is protected by the

hearing process provided for." See signed Certificate as a part of Exhibit 33 (J).

5.(1). Attached hereto as Exhibit 33 (I) and incorporated herein by this reference is a true and

correct copy of the Report by Washington State Committee on Local Government April 7th 1973

Engrossed Senate Bill 2835 -with Memo re. ESB 2835 -by Steve Lundin. See signed Certificate

as a part of Exhibit 33 (J).

5. (m) Attached hereto as Exhibit 33 (m) and incorporated herein by this reference is a true

and correct copy of the April 6th, 1973 Letter from James W. Guenther, Executive Secretary,

Washington State Legislative Council, To Representative Joe D. Haussler, Chairman: regarding

Senate Bill 2835. See signed Certificate as a part of Exhibit 33 (J).

5. (n). Attached hereto as Exhibit 33 (n) and incorporated herein by this reference is a true

and correct copy of the Information regarding Washington State Senate Bill No. 2835 - related to

Municipal utilities property, disposition. The bill will accomplish procedural flexibility in such

transactions without repealing the formalized procedures required in the situations involving

utility operating plant and properties. See signed Certificate as a part of Exhibit 33 (J).

5. (0). Attached hereto as Exhibit 33 (o) and incorporated herein by this reference is a true

and correct copy of the Certification of Enrolled Enactment. Washington State Senate Bill No

2835. See signed Certificate as a part of Exhibit 33 (J).

5. (p). Attached hereto as Exhibit 33 (p) and incorporated herein by this reference is a true

and correct copy of the Washington State Senate Record and House Record for engrossed Senate

Bill No 2835. See signed Certificate as a part of Exhibit 33 (J).

5.(q). Attached hereto as Exhibit 33 (q) and incorporated herein by this reference is a true

and correct copy of the Washington Senate Bill No 2835. First reading March 14th, 1973
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5.(r). Attached hereto as Exhibit 33 (r) and incorporated herein by this reference is a true

and correct copy of the April 7th, 1973 Committee Recommendation by Washington State

Senators Rassmussen, Gardnerm and Peterson on ESB 2835. Authorizes city legislative

authorities to sell, lease, or convey property originally acquired for public utility purposes which

it determines is surplus to the cities needs and not Required for public utility service. See signed

Certificate as a part of Exhibit 33 (J).

5.(s). Attached hereto as Exhibit 33 (s) and incorporated herein by this reference is a true

and correct copy of the March 16th 1973 Report of Standing Committee on House Bill 939. Now

included and incorporated herein by this reference is a true and correct copy of the Certificate of

Authenticity from the Custodian of Records for the Washington State Archives from HOuse of

Representative Local Government Committee, (13 pages), 1973 House Bill No. 2835.

5. (t).  Attached hereto as Exhibit 33 (t) and incorporated herein by this reference is a true and

correct copy of the Report to Speaker's Office by Representative Kelley Regarding RCW 95.94.

See signed Certificate as a part of Exhibit 33 (s).

5. (u). Attached hereto as Exhibit 33 (u) and incorporated herein by this reference is a true

and correct copy of the Letter 3/5/1973 to: Washington .State Legislature Re: House Bill 939,

from A. J. Benedetti Director of TPU on flexibility "consistent with that long enjoyed by Public

Utility Districts under RCW 54.16.180." See signed Certificate as a part of Exhibit 33 (s).

5. (v). Attached hereto as Exhibit 33 (v) and incorporated herein by this reference is a true

and correct copy of the Minutes from the March 16, 1973 Washington State House Local

Government Committee meeting on House Bill 939 - Municipal Utilities, Property Disposition.

Related to Comments by Mr. Nolan, Deputy City Attorney For Tacoma Public Utilities -with an

explanation that the bill "allows the municipal utility districts the same privileges in this instance

as other public and private utility districts." See signed Certificate as a part of Ex. 33 (s).
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5. (w). Attached hereto as Exhibit 33 (w) and incorporated herein by this reference is a true

and correct copy of the March 16th 1973 BILL DIGEST FORM by Washington State

Representative Kelley. See signed Certificate as a part of Exhibit 33 (s).

5. (x). Attached hereto as Exhibit 33 (x) and incorporated herein by this reference is a true

and correct copy of the Washington Session Laws of 1973 Chapter 95 Page 695.

6. Attached hereto as Exhibit 34 and incorporated herein by this reference is a true and correct
copy of the Resolution establishing the Net Neutrality Policy of Tacoma City Council and the
status report for the Open Internet Act, which has passed the House of Congress. Now Attached

as Exhibit 34 and incorporated herein by this reference is a true and correct Certified copy of

Tacoma City Council Net Neutrality Resolution No. 39902 - "A RESOLUTION related to Click!

Network: urgently requesting the Tacoma Public Utility Board to contractually require all

internet service providers using Click! Network to abide by the Click! Network Open Internet

Policy supporting net neutrality." Now included is a signed certification of the custodian of these

records that the attached exhibit is a true and correct copy of what it purports to be.

6.(a) Attached hereto as Exhibit 34 (a) and incorporated herein by this reference is a true

and correct copy of the Page from Library of Congress Website, Last Accessed December 11th

2019regarding H.R. 1644- Save the Internet Act of 2019 OPEN INTERNET ACT PASSES THE

US HOUSE OF REPRESENTATIVES On April 10th 2019.

7. Attached hereto as Exhibit 35 and incorporated herein by this reference is a true and

correct copy of Pages from USDA Broadband Opportunity Council 2015 Report. Now Attached

as Exhibit 35 and incorporated herein by this reference is a true and correct copy of Pages from

USDA Broadband Opportunity Council 2015 Report and Recommendations, August 20th 2015:

Pursuant to the Presidential Memorandum on Expanding Broadband Deployment and Adoption

by Addressing Regulatory Barriers and Encouraging Investment and Training
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8. Attached hereto as Exhibit 36 and incorporated herein by this reference is a true and
correct copy of pages from WA Session Laws of 1911, establishing the Public Service

Commission. Now Attached as Exhibit 36 and incorporated herein by this reference is a true and

correct copy of Pages from WA Session Laws of 1911, establishing the Public Service

Commission Chapter 117 Public Service Commission Law

0. Attached hereto as Exhibit 37 and incorporated herein by this reference is a true and

correct copy of Pierce County Broadband Connectivity and Access Evaluation. Now Attached as

Exhibit 37 and incorporated herein by this reference is a true and correct copy of Pierce County

Broadband Connectivity and Access Evaluation Executive Summary 1.2: Background:;

Broadband is Essential.

10. Attached hereto as Exhibit 38 and incorporated herein by this reference is a true and
correct copy screen shot of Mason County PUD3, Chelan PUD, Grant County PUD, NoaNet,
WAPUDA, pages from Chattanooga Power Board Annual Report. Now Attached as Exhibit 38

and incorporated herein by this reference is a true and correct copy of a Webpage from Kitsap

Public Utility District kpud.org ("KPUD")

10. (a) Attached hereto as Exhibit 38 (a) and incorporated herein by this reference is a true

and correct copy of a Webpage from Chelan County's website, ChelanPUD.org. Last Accessed

December 11th 2019 "Pick A Service Provider" Webpage

10. (b) Attached hereto as Exhibit 38 (b) and incorporated herein by this reference is a true

and correct copy of a Webpage from Mason County Public Utility District #3's website,

pud3.org. Last Accessed December 11th 2019.

10. (c) Attached hereto as Exhibit 38 (¢) and incorporated herein by this reference is a true

and correct copy of a Webpage from Grant County Public Utility District's website,

grantpud.org. Last Accessed December 11th 2019.
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10. (d) Attached hereto as Exhibit 38 (d) and incorporated herein by this reference is a true

and correct copy of a Washington Public Utility District Association ("WAPUDA") Image

downloaded from WAPUD website wpuda.org. Last Accessed 12/11/19

10. (e)  Attached hereto as Exhibit 38 (e) and incorporated herein by this reference is a true

and correct copy of a Pages from Annual Report Chattanooga, Tennessee's Electric Power Board

("EPB")'s website, epb.com. Last Accessed 12/11/19.

11. Attached hereto as Exhibit 39 and incorporated herein by this reference is a true and
correct copy of Resolution 40467 and 40468 CITY COUNCIL DECLARATION OF Surplus as

downloaded from the City’s website, which I witnessed City Council pass. Now Attached as

Exhibit 39 and incorporated herein by this reference is a true and correct copy of Tacoma City

County Resolution 40467 A RESOLUTION relating to surplus utility property:

11.(a)  Attached hereto as Exhibit 39 (a) and incorporated herein by this reference is a true

and correct copy of 40468 TACOMA CITY COUNCIL DECLARAION OF Surplus as

downloaded from the City’s website, which Shook witnessed City Council pass

12.  Attached hereto as Exhibit 40 and incorporated herein by this reference is a true and
correct copy of Prof. Brown’s on Definition of Public Utilities, from his book Business

Essentials.

13. Attached hereto as Exhibit 41 and incorporated herein by this reference is a true and
correct copy of Broadband defined as Utility and Telecommunications by WUTC Website Now

Attached as Exhibit 41 and incorporated herein by this reference is a true and correct copy of

Broadband defined as Utility and Telecommunications as downloaded from data.wa.gov.

Washington Utility and Transportation Commission. Last Accessed 12/11/19.

13.(a) Attached hereto as Exhibit 41 (a) and incorporated herein by this reference is a true

and correct copy of 2018 Legislative Report of the Community Economic Revitalization Board
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("CERB") Washington State Community Economic Revitalization Board Rural Broadband

Program, Washington State Department of Commerce. Downloaded from CERB's website

https://www.commerce.wa.gov/building-infrastructure/community-economic-revitalization-

board/rural-broadband/ : also archived at, https://perma.cc/WGX4-JYDV

14. Attached hereto as Exhibit 42 and incorporated herein by this reference is a true and
correct copy of screenshots I took from the Click! website, displaying broadband Internet
services offerings. Also, a photo I took of the lobby at TPU headquarters in Tacoma about Sept.

2019. Now Attached as Exhibit 42 and incorporated herein by this reference is a true and correct

copy of Screen shots I took from the Click! website

(https://www.clickcabletv.com/products/internet/), displaying broadband Internet services

offerings Last Accessed 12/11/19: also archived at. https://perma.cc/SWBN-T4S

14. (a) Attached hereto as Exhibit 42 (a) and incorporated herein by this reference is a true

and correct copy of Photo of the lobby taken by Mitchell Shook at TPU headquarters in Tacoma

September 2019.

14. (b) Attached hereto as Exhibit 42 (b) and incorporated herein by this reference is a true

and correct copy of Screenshot of Click! Network's Plans and Pricing webpage, as accessed on

June 6. 2019 and captured from https://www.clickcabletv.com/plans/, archived and also available

at https://perma.cc/8PHC-ZVSE

15.  Attached hereto as Exhibit 43 and incorporated herein by this reference is a true and
correct copy of City’s Resolution U-10879, describing Smart City benefits # 16, #17 Uncertain
Future benefit, Economic Development Benefits #20 of Click!; also pages from the Nation
Broadband Report. Also, the Key Elements of the Sept 9, 2016 “All In” Business Plan. Now

Attached as Exhibit 43 and incorporated herein by this reference is a true and correct copy of

City of Tacoma's Resolution U-10879, A RESOLUTION Relating to Click! Network; approval

of an All-In business and Tacoma Power funding plan to provide retail telecommunication
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services. Including # 5 Whereas, customers "shared in part of the Capital Costs of constructing

the telecommunications system “Describing Smart City benefits # 16, #17 Uncertain Future

benefit, Economic Development Benefits #20 of Click!. Now included is a signed Certificate of

the custodian of these records that the attached exhibit is a true and correct copy of what it

purports to be.

15. (a) Attached hereto as Exhibit 43 (a) and incorporated herein by this reference is a true

and correct copy of Key Elements of the Sept 9, 2016 “All In” Business Plan City of Tacoma's

Resolution U-10879. See signed Certificate as a part of exhibit 43.

16.  Attached hereto as Exhibit 44 and incorporated herein by this reference is a true and
correct copy of FCC’s Consumer Guide To VoIP Telephone Services. FCC’s Lifeline Program

Information. Broadband And Phone Equivalent. Now Attached as Exhibit 44 and incorporated

herein by this reference is a true and correct copy of Federal Communications Commission °

Consumer and Governmental Affairs Bureau - FCC’s Lifeline Program Information. Broadband

And Phone Equivalent, Consumer Guide, Lifeline Support for Affordable Communications,

Voice over Internet Protocol (VoIP). and Enhanced Lifeline Benefits for Tribal lands

16. (a)  Attached hereto as Exhibit 44 (a) and incorporated herein by this reference is a true

and correct copy of Pages from Federal Communications Commission, FCC 19-111, Released:

November 14, 2019, Fifth Report And Order, Memorandum Opinion And Order And Order On

Reconsideration, And Further Notice Of Proposed Rulemaking

17. Attached hereto as Exhibit 45 and incorporated herein by this reference is a true and
correct copy of Diane Lachelle, Government and Community Relations Manager Click!

Network’s Letter related to the organized effort to discredit Click! Now Attached as Exhibit 45

and incorporated herein by this reference is a true and correct copy of Letter from Diane

Lachelle, Government and Community Relations Manager, August 12, 2004, to Annie Collins

Re: August 12, 2004. Click! Network’s Letter related to the organized effort to discredit Click!
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18. Attached hereto as Exhibit 46 and incorporated herein by this reference is a true and
correct copy of Casting a Wider Net -How and Why State Laws Restricting Municipal
Broadband Networks Must Be Modified -Jeff Stricker, Washington Law Review. Now Attached

as Exhibit 46 and incorporated herein by this reference is a true and correct copy of Casting a

Wider Net -How and Why State Laws Restricting Municipal Broadband Networks Must Be

Modified -Jeff Stricker, Washington Law Review Vol. 81:589

19. Attached hereto as Exhibit 47 and incorporated herein by this reference is a true and correct
copy of a News Tribune Editorial describing Rainier Connect’s opposition to creation of Click!.
Also, evidence of campaign contributions by Rainier to support Tacoma’s current Mayor in her
last campaign. And, evidence of the corporate structure of Rainier, showing control of Tacoma’s

Best Internet, as downloaded from the Washington UTC website. Now Attached as Exhibit 47

and incorporated herein by this reference is a true and correct copy of Newspaper Page from

Tacoma News Tribune, Tacoma, WA 4/21/08 Page: BO5 EDITORIAL: "From critic of Click! to

business partner" Editorial describing Rainier Connect’s opposition to creation of Click!

19. (a) Attached hereto as Exhibit 47 (a) and incorporated herein by this reference is a true and

correct copy of an Organizational chart of Mashell, Inc of Rainier Connect as downloaded from

the Washington State Utility and Telecommunications Website. Evidence of the corporate

structure of Rainier, showing control of Tacoma’s Best Internet. : 2018 Mashell Telecom State

USF Petition -Partly Redacted UT-170857

19. (b) Attached hereto as Exhibit 47 (b) and incorporated herein by this reference is a true

and correct copy of Evidence of campaign contributions by Rainier to support Tacoma’s current

Mavyor in her last campaign

20. Attached hereto as Exhibit 48 and incorporated herein by this reference is a true and
correct copy of Tacoma Series 2017 Electric System Revenue Bond Offering -Annual Budget

and Description Of Click. 2017 -18 and 2019-2020 and City budget report showing funding for
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click ! Now Attached as Exhibit 48 and incorporated herein by this reference is a true and

correct copy of Tacoma Series 2017 Electric System Revenue Bond Offering -Annual Budget

and Description Of Click!. 2017 -18 as downloaded from City of Tacoma's website

20. (a) Attached hereto as Exhibit 48 (a) and incorporated herein by this reference is a true

and correct copy of Pages from 2016 SUPERINTENDENT’S REPORT TACOMA POWER

From TPU's annual 2016 report as downloaded from the City of Tacoma's Website.

20. (b) Attached hereto as Exhibit 48 (b) and incorporated herein by this reference is a true

and correct copy of Pages from 2019-2020 and City of Tacoma Operating & Capital Budget

report showing funding for Click! as downloaded from the City of Tacoma's Website -2017-2018

Adopted Budget. As I downloaded from City website, at:

https://cms.cityoftacoma.org/finance/budget/2017-2018/Adopted 2017-2018_ Budget.pdf

Archived by permalink available at: https://perma.cc/C6CC-FEW6

21.  Attached hereto as Exhibit 49 and incorporated herein by this reference is a true and

correct copy of a Brief History of American Telecommunications Regulation, by Tim Wu.

Now Attached as Exhibit 49 and incorporated herein by this reference is a true and correct copy

of a Brief History of American Telecommunications Regulation, by Tim Wu. As I downloaded

this in 2019, Available at: https://papers.ssrn.com/sol3/papers.cfm?abstract 1d=965860, archived

at: https://perma.cc/XR5E-A5DZ

22.  Attached hereto as Exhibit 50 and incorporated herein by this reference is a true and

correct copy of Purpose and Conclusion of the 1996 City Broadband Study. Now Attached as

Exhibit 50 and incorporated herein by this reference is a true and correct copy of Pages from the

Telecommunications Study undertaken by Tacoma Public Utility and attached as Exhibit to

Resolution No 33668. approved April 8th 1997: also, this Telecommunications Study is an

Exhibit to Resolution U-9258, as Certified in Exhibit 10 (a) of Shook Decl. 10/30/19.. Purpose

and Conclusion of the 1996 City Broadband Study. Economic Development in the Greater
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Tacoma/Pierce County Area, 1997 Report. Produced for Tacoma Public Utilities

Telecommunications Study. APEX Business Solutions Project Team

23. Attached hereto as Exhibit 51 and incorporated herein by this reference is a true and
correct copy of pages from Travis, Hannibal. “WI-FI Everywhere: Universal Broadband Access
as Antitrust and Telecommunications Policy.” American University Law Review 55, no.6
(August 2006): 1697-1880.WI-FI Everywhere: Universal Broadband Access as Anti-Trust.

Hannibal Travis.

24. Attached hereto as Exhibit 52 and incorporated herein by this reference is a true and
correct copy of Harvard Study on Broadband Prices, 2018-01-10. Pricing Study. Talbot, David,
Hessekiel, Kira, Kehl, Danielle. Community-Owned Fiber Networks: Value Leaders in America

(January 2018)._Available at: cyber.harvard.edu/publications/2018/01/community fiber". With an

archive PDF available at, https://perma.cc/4AWX6-S7GX, also at,

https://dash.harvard.edu/handle/1/34623859

25.  Attached hereto as Exhibit 53 and incorporated herein by this reference is a true and
correct copy of pages from National Telecommunications & Information Administration report.

accessed on 10/30/19, available at; https://broadbandusa.ntia.doc.gov/sites/default/files/resource-

files/bbusa why does broadband matter.pdf; also archived at: https://perma.cc/82KS-ZN6S

26. Attached hereto as Exhibit 54 and incorporated herein by this reference is a true and
correct copy of Pierce County Resolution R2019-74 Declaring Broadband to Be Essential. A link

to the Broadband Report is available at, https://www.piercecountywa.gov/broadband, I have

requested Certification of this from Bill Vetter at Pierce County on 1/18/2020,

27. Attached hereto as Exhibit 55 and incorporated herein by this reference is a true and
correct copy of a City of Tacoma’s Resolution 39577 containing: WHEREAS the concerns
raised about the current cost allocation methodology are significant and must be resolved and

transcript of council meeting where City Attorney Bill Fosbre answers Council Member
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Blockers’ question about the Coates lawsuit. Now Attached as Exhibit 55 and incorporated

herein by this reference is a true and correct, certified, copy of Tacoma’s Res. 39577 containing:

WHEREAS the concerns raised about the current cost allocation methodology are significant and

must be resolved.

27.(a)  Attached hereto as Exhibit 55 (a) and incorporated herein by this reference is a true

and correct copy of a Tacoma City Council Meeting Remote Broadcast Captioning, 3/26/19. a

transcript of council meeting where City Attorney Bill Fosbre answers Council Member

Blockers’ question about the Coates lawsuit. I provide this as additional proof that there was

never an audit of Click!, as requested by City Council’s Resolution 39577.

28. Attached hereto as Exhibit 56 and incorporated herein by this reference is a true and
correct copy of Utility Tax Pages from City of Tacoma's Website, also the City’s Purchasing

Policy. Now Attached as Exhibit 56 and incorporated herein by this reference is a true and

correct copy of Utility Tax Pages from City of Tacoma's Website Taxes Click Pays -------

UTILITY TAXES -City Description of Tax Code. UTILITY TAX ON

TELECOMMUNICATIONS as captured from City Website on 11/30/19. available at:

https://www.cityoftacoma.org/government/city departments/finance/tax_and_license/city _taxes/

utility tax

28. (a)  Attached hereto as Exhibit 56 (a) and incorporated herein by this reference is a true

and correct copy of a screenshot of Tax Classifications from the City of Tacoma's Website,

avilible at: https://www.cityoftacoma.org/cms/One.aspx?portalld=169&pageld=144569 Last

Accessed: October 30th, 2019, archived copy, also available as https://perma.cc/VG4E-W6TR

28. (b) Attached hereto as Exhibit 56 (b) and incorporated herein by this reference is a true

and correct certified copy of Resolution No 39236 authorizing the City to submit a levy for an

additional 1.5% Earnings Tax on Utility Companies to voters.
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28. (c)  Attached hereto as Exhibit 56 (¢) and incorporated herein by this reference is a true

and correct copy of Pages 10, 15. 19, and 55 from the Tacoma Power 2018 Annual Financial

Report Available at: https:/www.mytpu.org/wp-content/uploads/PowerAnnl8-Final.pdf

29.  Attached hereto as Exhibit 57 and incorporated herein by this reference is a true and
correct copy of a page describing Click!. FTTH services. I can testify that Click! provides
“Voice Packages” to the ISP partners. These packages offer prioritization of data packets that
enable telephone services to operate over Click! (ISP Agreement is Confidential and Available

On Court Order). Now Attached as Exhibit 57 and incorporated herein by this reference is a

true and correct copy of AMENDMENT NO. 7 TO ISP ADVANTAGE AGREEMENT -

Showing Click! Network Role and Responsibilities and ISP Role and Responsibilities. The

original reference was an error. This is Plaintiff’s own business agreement with Defendant.

30.  Attached hereto as Exhibit 58 and incorporated herein by this reference is a true and
correct copy of information related to Anacortes, WA broadband program, along with the U.S.
Census Bureau report for 1907 on Telephones Farmer Lines, Coops And Mutual Phone

Companies.

30. (a)  Attached hereto as Exhibit 58 (a) and incorporated herein by this reference is a true

and correct copy of Resolution No 2013 of the City Council of the City of Anacortes concerning

the development of a Fiber-Optic-Based Internet Network Signed by Laurie M Gere, Mayor

30. (b) Attached hereto as Exhibit 58 (b) and incorporated herein by this reference is a true

and correct copy of Slides from 2019 City of Anacortes Council Meeting, As downloaded on

12/8/19 from:

https://anacortes.granicus.com/MetaViewer.php?view_id=&clip_id=474&meta_1d=24966 : also

acchive copy availible at. https://perma.cc/S824-3WYN .

30. (¢)  Attached hereto as Exhibit 58 (¢) and incorporated herein by this reference is a true

and correct copy of "Access - Anacortes Fiber Internet - Frequently Asked Questions accessed
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on 12-7-19. available at, https://www.anacorteswa.gov/1106/FAQs" . archived at:

https://perma.cc/HSY3-EUSC

31.  Attached hereto as Exhibit 59 and incorporated herein by this reference is a true and

correct copy of, Affidavit and Resume of Terry Dillon Confirming Telecommunication System.

32. Attached hereto as Exhibit 60 and incorporated herein by this reference is a true and

correct copy of About NBN Australia, from NBN website. Now Attached as Exhibit 60 and

incorporated herein by this reference is a true and correct copy of NBN Australia - NBN Co

Corporate Plan 2020-23 as download on 11/30/19, from:

https://www.nbnco.com.au/content/dam/nbnco2/2019/documents/media-centre/corporate-plan-

report-2020-2023.pdf ; archive availible at : https://perma.cc/XJW7-CLTB

33. Attached hereto as Exhibit 61 and incorporated herein by this reference is a true and
correct copy of pages Striking Telegraph and Telephone and replacing those terms with

Telecommunications, from Laws of 1985. Ch. 450, Sec. 13, Pgs. 1978 -1995..

34.  Attached hereto as Exhibit 62 and incorporated herein by this reference is a true and
correct copy of MSA Agreement with CenturyLink and Integra as provided to me by TPU. Now

Attached as Exhibit 62 and incorporated herein by this reference is a true and correct copy of

Master Communications Service Agreement November 17th, 2008 between City of Tacoma

D.B.A. Click! Network and CenturyTel

34. (a) Attached hereto as Exhibit 62 (a) and incorporated herein by this reference is a true and

correct copy of Master Communications Services Agreement November 6th, 2002 between City

of Tacoma D.B.A. Click! Network and Integra Telecom

35.  Attached hereto as Exhibit 63 Nov. 20, 2019 City Council Action Memorandum, for

Cable TV Franchise Agreement with Rainier Connect. Now Attached as Exhibit 63 and

incorporated herein by this reference is a true and correct copy of -City Council Action
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Memorandum, re: Rainier Franchise Ordinance & November 20, 2019 Letter from Jeff Lueders,

Cable Communications & Franchise Services Manager

36.  Attached hereto as Exhibit 64 and incorporated herein by this reference is a true and
correct copy of pages from Click! contract with the City of Tacoma Public Library system, with
recent Service Order information. As provided to me in a public record request by Defendant in

2019. Now Attached as Exhibit 64 and incorporated herein by this reference is a true and correct

copy of Click! Tacoma Public Library Agreement Contract 16-01 Broadband Services

Agreement Click!/Tacoma Public Library Service Orders No. 1, No.2. No. 3. No. 4, No. 5. No.

6. No. 7. No. 8. and No. 9. as provided by my public records request.

36. (a) Attached hereto as Exhibit 64 (a) and incorporated herein by this reference is a true

and correct copy of Click! Tacoma Public Library Agreement Contract 07-01 Broadband

Services Agreement Click!/Tacoma Public Library

37.  Attached hereto as Exhibit 65 and incorporated herein by this reference is a true and
correct copy of pages I downloaded from the American Registry for Internet Numbers (ARIN)
website. I can personally testify to the shortage. I recently sought a small allotment of IP address
from ARIN and the waiting list process, described in this Exhibit 65, took over a year for me to
complete. I diligently pursued my application for a /22 assignment, which is the equivalent of
just 1024 IpV4 addresses. My Initial Request, was submitted on 3/30/2018, and my IP addresses

were finally issued on 9/4/2019. Now Attached as Exhibit 65 and incorporated herein by this

reference is a true and correct copy of "Web article regarding ARIN IPv4 Free Pool reaches Zero

NTIA Seeks Input FINAL, accessed on December 2nd 2019. available at,

https://www.arin.net/vault/announcements/2015/20150924.html ; also archive available at:

https://perma.cc/6BDT-774H "

37. (a) Attached hereto as Exhibit 65 (a) and incorporated herein by this reference is a true and

correct copy of Web article regarding RIPE NCC has run out of IPv4 Addresses. as accessed on
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December 2nd 2019. available at: https://www.ripe.net/publications/news/about-ripe-ncc-and-

ripe/the-ripe-ncc-has-run-out-of-ipv4-addresses .

37.(b) Attached hereto as Exhibit 65 (b) and incorporated herein by this reference is a true

and correct copy of Wikipedia Article describing depletion of IPv4 Addresses accessed on:

December 2nd 2019. Available at: https://en.wikipedia.org/wiki/IPv4 address exhaustion also

archive available at: https://perma.cc/SCMN-C7GQ .

38. Attached hereto as Exhibit 66 and incorporated herein by this reference is a true and
correct copy of pages from Click! Telecommunication Franchise with Pierce County and

Puyallup. Now Attached as Exhibit 66 and incorporated herein by this reference is a true and

correct copy of Puyallup Telecommunications Franchise Agreement with Click!

38.(a)  Attached hereto as Exhibit 66 (a) and incorporated herein by this reference is a true
and correct copy of Pierce County Telecommunications Franchise Agreement with Click!

End Of Shook Declaration 12/12/19 Part 1

Shook Declaration 12/12/19 PART 2
Exhibits 67 to 67 (j)

39.  Attached hereto, as Exhibit 67 and incorporated herein by this reference are true and
correct copies of historical Public Service Magazine pages, related to the power struggles at the
time RCW 35.94 was written. These are examples of the Private Power Trusts’ Propaganda
efforts to oppose public power and the BONE BILL. I have downloaded these from the Internet.
Also included is historical information on efforts by public power to promote benefits of public
power, including a letter by Honorable Homer T. Bone, obtained from the Library of University

of Puget Sound. Now Attached as Exhibit 67 and incorporated herein by this reference is a true

and correct copy of Minutes of the Freeholders' Charter Commission November 10th, 1926.
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39. (a) Attached hereto, as Exhibit 67 (a) and incorporated herein by this reference are true

and correct copies of the 1942 photo of Hon. Homer T. Bone, from the Homer T. Bone papers at

the University of Puget Sound Collins Memorial Library, Archives & Special Collections.

39. (b) Attached hereto, as Exhibit 67 (b) and incorporated herein by this reference are true

and correct copies of Mr. Bone's Speech from 1932 from the Homer T. Bone papers at the

University of Puget Sound Collins Memorial Library, Archives & Special Collections.

39.(c)  Attached hereto, as Exhibit 67 (¢) and incorporated herein by this reference are true

and correct copies of, Bone, Honorable Homer Truett (1883 - 1970) HistoryLink.org Essay 5628

Available at: https://historylink.org/File/5628. also as archive: https://perma.cc/H3UT-Q56R

39.(d) Attached hereto, as Exhibit 67 (d) and incorporated herein by this reference are true

and correct copies of Public Ownership Magazine September - October 1924 Vol VL

39. (e)  Attached hereto, as Exhibit 67 (e) and incorporated herein by this reference are true

and correct copies of Pages from a Letter from the Acting Chairman of the Federal Trade

Commission in Response to Senate Resolution No. 83, Seventieth Congress, A Monthly Report

on the Flectric Power and Gas Utilities Inquiry. Filed with the Secretary of the Senate, October

15,1935

39. (f) Attached hereto, as Exhibit 67 (f) and incorporated herein by this reference are true

and correct copies of Public Service Magazine, January 1919, Notable cartoon appearing on page

30 of magazine.

39. (g) Attached hereto, as Exhibit 67 (g) and incorporated herein by this reference are true

and correct copies of Public Service Magazine, July 1919

39. (h) Attached hereto, as Exhibit 67 (h) and incorporated herein by this reference are true

and correct copies of Public Service Magazine, June 1919

39. (1) Attached hereto, as Exhibit 67 (i) and incorporated herein by this reference are true

and correct copies of Public Service Magazine, March 1920

MASTER DECLARATION MITCHELL SHOOK

3624 6™ AVE SUITE C
OF MITCHELL SHOOK -34- TACOMA, WA 98406




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

39.(3)  Attached hereto, as Exhibit 67 (j) and incorporated herein by this reference are true

and correct copies of Taunton Municipal Lighting Plant Home page, accessed December 1st

2019. Available at: http://www.tmlp.com/page.php?content=history#&panell-1 : also as

archived at : https://perma.cc/8VB7-ECVU

End Of Shook Declaration 12/12/19 Part 2

Shook Declaration 12-30-19
Exhibits 68 to 90

I, Mitchell Shook, declare as follows: I am a resident of Tacoma, ratepayer of Tacoma Public
Utilities, taxpayer to City of Tacoma, and customer of Click!, the municipal broadband
telecommunications system operated by Tacoma Public Utilities. I am an expert in matters
related to Click! Network and the ISP industry, having over 20 years of experience working with
Click!, and with other municipal open access systems, in my role as Founder and CEO of
Advanced Stream, an Internet Service Provider that operates on Click! Network. Over these 20
years I have obtained a tremendous amount of firsthand knowledge about Click! I am over the
age of eighteen, competent to testify in this matter, and make this declaration on my own

personal knowledge.

1. I consistently monitor Click!’s financial statements, on a monthly basis, and have done
so since January 2012. From my careful consideration and detailed understanding of Click!’s
financial information, which I have honed over these past 8 years in reviewing this information,
it is my understanding and estimation that Click! is earning about $4 million per year in profit
from its operations, when viewed as an enterprise, without the burden of unrelated governmental
“assessments.” My definition of “assessments are expenses unrelated to running the Click!
enterprise. These profits from Click! operations offset costs for constructing and maintaining a
network Tacoma Power requires for managing its power grid and substations. By sharing in
these costs, Click! saves the electrical utility money. If called to testify, I can clearly show that

Click! pays more than its fair share of such costs and taxes.
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2. Click! has always been organized as separate entity, or Department, with its own General
Manager and employee organization structure and Organization Chart. The City Finance
Department prepares, and tracks Click!’s income and expenses separately, producing a monthly
and annual “Operational Summary.” It never breaks out the financial numbers, tracking the
performance of any other Tacoma Power divisions. I believe this is more evidence of the fact
Click! provides a unique utility service and is a separate system. I have witnessed many
examples of Click!’s telecommunications products being recognized, offered and operated as a
separate utility within TPU. Click! has its own customer marketing and billing programs,
separate from Tacoma Power and Tacoma Water. Click!’s customer service, customer care and
payments center is provided separately from the TPU utility services, at a different counter,
inside the lobby of TPU. Click! is even more separate than Tacoma Water and Tacoma Power,
who share a common payment counter.

In addition to wholesale telecommunication service, TPU also provides wholesale water and
power services. In 2018, TPU’s annual report showed wholesale power revenue of $47 million
and wholesale water revenue of $3,253,029 in 2018. I have provided pages from the annual
reports as in my Exhibit 75, below.

3. Through my many public records requests, related to Click!’s financial statements, |
have uncovered documentation that shows, in the most recent biennium, Click! was burdened
with an allocation of $2.7 million in “assessments,” that appear as expenses on Click!’s operation

summaries, but are not directly related to the provision of Click!’s telecommunications services.

4. In 2015, the cost allocation formulas, that distributes the direct operational, maintenance
and capital costs for the network, between Tacoma Power and Click!, were revised. This resulted
in shifting costs from Tacoma Power onto Click!. Previously there was an approximate 75% to
25% split of costs, with Click! paying the 75% portions, but that changed in 2015, to a higher
94% burden on Click!. The current ratio for sharing these costs remains at 94% for Click! and

6% to Tacoma Power. The 2015 change in allocation formulas resulted in an additional $5.7
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million in annual expenses being shifted onto Click! beginning in 2015. That $5.7 million

number was reported in the TPU annual report for 2015.

5. The need for Broadband is generally increasing, in Tacoma and worldwide. Click! users
are transmitting more data, year over year. Click!’s revenue from broadband services is
increasing. For example, in October 2017, Click! generated $695,919 in Data Transport and
Broadband revenues, increasing to $768,573 in 2018. I have provided the Operations Summaries
for Oct 17, and Oct. 18, below as Exhibit 76. Since 2015. Click! has returned to profitability,
even with the unrelated interdepartmental “assessments” under governmental accounting
methods, and even with the onerous 94% allocations from the 2015 allocation formulas
adjustments. Additionally, it is my understanding that these formulas unfairly allocated general
government’s costs onto Click!, since I-NET pays no share of the costs for maintaining TPU’s
network, while I-NET uses 36 strands of backbone fiber, and Click!, only uses 12 strands. Yet,

Click! suffers the burden of a 94% allocation.

6. It is also my understanding that these formulas and policies were put in place by Director
Gaines in 2015 and had the result of disparaging Click!’s performance. I was at the meetings,
where these were policies were implemented and also, later, when the financial results they
produced were presented to City policy makers. The Director was later fired, after caught
including unauthorized “inferred debt” expenses that concocted Click!’s “losses.” The Director
used these losses to support his plan to negotiate a transfer of Click! to a private company, Wave
Broadband, without City Council’s prior approval for such negotiations. Mr. Gaines presented
those (“his”) “losses” to the media and to City Council, as if they were in fact real, and used
them to support of his personal efforts to dispose of to Click!. The financial numbers were not
accurate or real numbers. They were not produced by the City Finance Department. I was a

firsthand witness to these presentations and the consequences.

7. After Director Gaines was fired, more information about his actions came out. In a 2019
podcast interview, TPU Board Member Bryan Flint, described Director Gaines accounting

MASTER DECLARATION MITCHELL SHOOK

3624 6™ AVE SUITE C
OF MITCHELL SHOOK -37- TACOMA, WA 98406




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

methods, and the Director’s attempts to disparage Click!, by saying the Director had added in
“everything and the kitchen sink” to make the numbers look bad. As a board member of TPU, I
consider Mr. Flint’s statements to be the admission of a party-opponent. I posted a video of

Board Member Flint’s comments on YouTube, available here: https://youtu.be/8atnBaxI1Rk .

8. Tacoma City Council Member Ibsen, in a public meeting, compared Director Gaines’
actions to those of a “dishonest cashier” stealing from the register. As he is a City Council
Member, I consider Mr. Ibsen’s statements to be the admission of a party-opponent. I made a
short video of that statement and posted it on YouTube, available here:

https://youtu.be/Vi7fA_dmqcU.

9. It is my understanding and firm belief, based on a wide range of firsthand experiences
and evidence I have obtained over many years, evidence much to extensive to list here, that a
conspiracy indeed exists to destroy Click! Network and thereby eliminate municipal competition
from the broadband market in Pierce County. That evidence is beyond the scope of this case, but
worth noting, since it explains the reason why this case is here in the first place. If called on to
explain this, I could easily testify for several days about the nature of the conspiracy, and provide
my extensive firsthand evidence, which is in my possession, related to the scheme and the
financial shenanigans to discredit Click!. This scheme, I should mention, extends to the
backroom RFI process that has led to the privatization plan now before this Court. That process
was particularly tainted by the inclusion of a sham bidder, Yomura Fiber, which my research and
evidence reveals was not a real company with any capability or experience relevant to the RFI
process; yet, City staff falsely represented to policymakers that Yomura as a bonified entity and

viable finalist in the process.

10. I also know that influential, powerful, local political and private interests have conspired
to destroy Click! for the benefit of their friends, who are in private competition with Click!’s
municipal system, or similar systems now formed, and being formed, across our county. One
example is Michael Crowley, a former mayor of Tacoma, who has opposed Click! for many
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years. He has told me of his opposition. He is one of the Plaintiffs in the Coates v City of Tacoma
case that attempted to shut Click! down. Mr. Crowley is friends with Leo Hindery, a powerful
and influential cable industry pioneer. Mr. Hindery told me, in a personal phone call in 2015, of
his opposition to Click! and public broadband generally. Mr. Hindery is well known to have
opposed Click!, since before its creation. I spoke with Mayor Ebersol about the incident of Mr.
Hindery coming to the Mayor’s office and begging the Mayor to stop the creation of Click!
Network. Mayor Ebersol confirmed the visit to his office, and Mr. Hindery’s intense opposition
to Click! at the time of its creation. Mr. Hindery was the president of TCI at the time, the
incumbent cable company in Tacoma, which later became Comcast in Tacoma. Municipal
competition represented a real threat to their business prospects. Mr. Steve Klein, who was
Tacoma Power Superintendent during the planning, creation and construction of Click!, and is
often referred to as the “Father of Click! Network™ has confirmed my views and understanding
these events on page 8 in his Sept. 26, 2017 deposition taken by David Jurca in connection with
the Coates case. I have provided the pertinent pages of that deposition below, as Exhibit 74. In
this deposition, Mr. Klein refers to the fact that he is sometimes considered the “Father of Click!

Network.”

11.  In 2016, City Policy Makers declared they were unanimously committed to Click! and
decided to go “All In”, with TPU Board Resolution U-10879, passed on Sept 28, 2016.
Subsequently, recognizing that Click! had never been properly audited, as an enterprise, and
citing great uncertainty over the numbers, the City Council voted to conduct and audit, in
Resolution 39577; but, that audit was never conducted or completed. At a City Council meeting
in March 2019, Council Member Blocker asked City Attorney Fosbre why the audit had not been
done. Mr. Fosbre responded by explaining that the audit could show losses greater than expected,
which would be harmful to the City’s defense in a lawsuit against the, Coates v. Tacoma (2017),
which was brought by Rate Payers seeking relief under the accountancy act. I consider this an
admission of a party opponent and have posted those comments on YouTube. I also consider this
another example of the fraud and bad faith surrounding City staff’s efforts to disposing of the
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system. Determining the proper value of the system, is an obvious step in disposing of any
municipal asset. The exchange between Council Member Blocker and the City Attorney occurs

at 47 seconds into this video: https://voutu.be/s2z0qqlL.CT4M

12. It is my understanding that the Coates v. Tacoma, lawsuit, was a primary reason for
policymakers to initiate the RFI process, and seek information on alternative paths forward for
Click!. City Council’s concerns over potential harm, represented by this lawsuit, was cited in the
TPU Resolution U-10988 and Council Resolution No. 39930, which canceled the All In Plan. It
is my understanding that the decision to pursue privatization of Click! Network was not based on
any financial information, since no audit has ever been done to resolve the great concerns that
were cited in the Audit Resolution 39577. No appraisal of the business has ever been completed,
nor any evaluation of the market value of the Click! brand. The Click! brand was heavily
promoted in the community for the past 20 years. In my estimations, the sponsorships, events

and marketing budgets for these promotional efforts amounted to millions of dollars.

13. In the Coates v Tacoma Case, Pierce County Superior Court 17-2-08907-4, the City’s
Attorney, Kari L. Vander Stoep, sought a Stay to prevent immediate enforcement of a partial
summary judgment against the city in Superior Court. That Motion For Entry Of Cr 54(8)
Findings And Final Judgment(S) And A Stay Of Litigation Or New Trial Date was filed on
March 2, 2018. It asked the Court to stay enforcement of the court’s Order until the City's appeal
has run its course. In the Proposed Findings attached to that motion, at Finding #8, there was this
statement: “8). Given the magnitude of the issues in dispute and the ultimate outcome's effect on
the City, Tacoma Power, and Click customers, the Court should also stay enforcement of the
judgment on its Order until the City's appeal has run its course. If City were forced to promptly
shut down Click, there would be an immediate negative impact on Click's customer base, which
includes elderly, low-income, governmental, and student users who would suddenly be without
service. In addition, Click would lose all of its customers, employees, and goodwill.” It is my

understanding that the potential shutting down of Click!, described in this motion, compelled
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Council to pursue the privatization of Click! Network. My understanding is that privatization
represented a sort of “lifeline” for Click! and the customers, to avoid the dire outcome described

in the City’s March 2, 2018 Motion.

14. It is my understanding that the City has never done a product line profitability analysis of
Click! and has no idea if Click! is profitable or not. At the September 9", 2019 oral argument in
the Coates v. Tacoma case, Ken Masters, the attorney representing the City was asked by the
Court if there were any disputed issues. Mr. Masters stated that losses were a disputed issue. The
City won the appeal in the Coates case, so the issue of Click! profitability was never resolved by

the case.

15. I participated in the RFI process and submitted the requested “information,” essential
advising the City to “Stay the Course,” do an audit and collaborate with Pierce County to expand
the network. There was no indication the City was looking for someone to completely take over
the operation of Click! under a total privatization scheme. City officials, and their consultant,
JoAnne Hovis, sought my advice on the best direction forward for Click!, and I provided my
input into that process. The process was identified as an RFI/Q, there was no mention of a “P” or
an “RFP.” The RFI/Q indicated that an RFP might be issued in the future. It was not apparent to
me that City staff was seeking a proposal to take over the enterprise. I was not aware the City
was selling Click!. Michaele Lafreniere, who attended the meeting with me, where I presented
my RFI response has signed a declaration saying that he also was unaware the City was
attempting to sell Click! or soliciting offers for its acquisition. In my opinion there has was no
bidding for Click! and the present privatization agreement cannot possibly represent fair value
with a bidding process. There has certainly been no sealed bids or RFP since the surplus
resolutions were passed declaring Click! as surplus. The process was particularly tainted by a
fraudulent misrepresentations. Once example is Click!’s annual revenues in the RFI. The RFI
indicated that Click! only had $2.2 Million a year in annual revenue, when the actual amount is

ten times that amount. This is more one example of City bad faith in pursuing a legitimate offer
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or valuation of the System. Another example is that the RFI indicated, on page 5, under the
Network Overview section, that Click! has been allocated 12 fiber strands in TPU’s 180-count
network backbone, using eight strands for the HFC network and four strands for commercial
broadband services, yet the final IRU is set to convey 108 strands. Another example of the
fraudulent process is the fact that the IRU waves all pole attachment charges, as I cited for the
Court in my Shook Decl. 11/1/19, Ex. 29 Pg. 115/2156. This fact, that there were no pole
attachment charges, was not disclosed to me. As a participant in this RFI process the fact all the
strands of fiber were being considered for conveyance, and no pole attachment charges were
expected, would have been important to know. This important information was not disclosed.
Further evidence of the conspiracy is the fact that I was never informed City would violate its
own Resolution, which I included in my Declaration, Shook Decl. 12/12/19, Ex. 32. Pg. 1, Ln.
20, confirming the City understood and resolved that a public vote over disposal of municipal
utility assets was required under the City Charter. In responding to the RFI, I detrimentally relied
on the City’s assurance of a public vote. Knowing the popularity of the System, there is no
chance such a vote would ever pass at the ballot. Click! is loved by the community, as shown by
the City’s own many surveys.
16. Attached hereto as Exhibit 68 and incorporated herein by this reference is a true and
correct copy of the American Public Power Association article, Multiservice utilities: A one-stop

shop for communities. As downloaded by me, As seen 12/17/19, Available at:

https://www.publicpower.org/periodical/article/multiservice-utilities-one-stop-shop-communities

; also archived at: https://perma.cc/FCJ3-XS9U

17. Attached hereto as Exhibit 69 and incorporated herein by this reference is a true and correct
copy of 1.) an Article from the Institute for Local Self Reliance: Comcast Spends Big on Local
Elections: Would Lose Millions in Revenue from Real Broadband Competition, also 2.) Broad-
Banned: The FCC’s Preemption Of State Limits On Municipal Broadband Emory Law Journal,
Vol. 68:407; also, 3.) a Law Review article, Measuring Monopsony: Using The Antitrust
Toolbox William & Mary Law Review Vol. 57:299, also copies of Comcast Time Warner
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Merger press releases, also a U.S. Dept. of Justice Press Release on Comcast -Time Warner

Merger. Now Attached as Exhibit 69 and incorporated herein by this reference is a true and

correct copy of an Article from the Institute for Local Self Reliance: Comcast Spends Big on

Local Elections: Would Lose Millions in Revenue from Real Broadband Competition, as

downloaded by me and last seen 12/17/19. Available at:

https://muninetworks.org/sites/www.muninetworks.org/files/2017-11-comcast-fort-collins-

seattle-competition-policy-brief.pdf : also, archived at: https://perma.cc/6DQX-CON7

17 (a).  Attached hereto as Exhibit 69 (a) and incorporated herein by this reference is a true

and correct copy of Broad-Banned: The FCC’s Preemption Of State Limits On Municipal

Broadband Emory Law Journal, Vol. 68:407: 17. (b)

17. (b), Attached hereto as Exhibit 69 (b) and incorporated herein by this reference is a true

and correct copy of the a U.S. Dept. of Justice Press Release on Comcast -Time Warner Merger.

I downloaded this from the U.S. Dept. of Justice’s website, last seen 12/17/19 and Available at:

https://www.justice.gov/opa/pr/comcast-corporation-abandons-proposed-acquisition-time-

warner-cable-after-justice-department: also. I saved an archived copy at:

https://perma.cc/6SM8-5DJK

17 (). Attached hereto as Exhibit 69 (c¢) and incorporated herein by this reference is a true

and correct copy of a Comcast Press Release from 2014, which I downloaded this from

Comcast’s website on 12/17/19 from this URL: https://www.cmcsa.com/news-releases/news-

release-details/comcast-and-charter-reach-agreement-divestitures : also, my archived copy at:

https://perma.cc/C475-NGNX

17 (d).  Attached hereto as Exhibit 69 (d) and incorporated herein by this reference is a true

and correct copy of William & Mary Law Review: Measuring Monopsony Vol. 57 | Issue 1 2015

17. (e) . Attached hereto as Exhibit 69 (e) and incorporated herein by this reference is a true

and correct copy of Baller Stokes article on: State Restriction on Community Broadband
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Services or Other Public Communications Initiatives - July 1, 2019 as seen 12/17/19 and

available at: http://www.baller.com/wp-content/uploads/Baller-Stokes-Lide-Annual-Federal-

Compliance-Memo-July-2019-1.pdf . also my archived copy available at:

https://perma.cc/5VSE-BX85

18. Attached hereto as Exhibit 70 and incorporated herein by this reference is a true and correct

copy of a paper: Creating Capacity And Competition In Broadband Telecommunications: The

City Of Tacoma's Initiative, by Dr. William H. Baarsma, University of Puget Sound, School of

Business & Public Administration & Dr. Ross Singleton Department of Economics University of

Puget Sound, April 2000. https://perma.cc/RW4U-CFTX, also a Seattle Times Article from

March 17th, 1997, by staff reporter Robert Nelson. Now Attached as Exhibit 70 and

incorporated herein by this reference is a true and correct copy of a paper: Creating Capacity

And Competition In Broadband Telecommunications: The City Of Tacoma's Initiative, by Dr.

William H. Baarsma, University of Puget Sound, School of Business & Public Administration &

Dr. Ross Singleton Dept. of Economics University of Puget Sound, April 2000. Archived copy

available at. https://perma.cc/RW4U-CFTX. Including Mayor Baarsma’s signed certification of

authenticity that the attached exhibit is a true and correct copy of what it purports to be.

18. (a).  Attached hereto as Exhibit 70 (a) and incorporated herein by this reference is a true

and correct copy of a Seattle Times Article: Tacoma Decides to build its own Network (1997)

seenon, 12/18/2019. at:

https://archive.seattletimes.com/archive/?date=19970317&slug=2529195 . also archived at:

https://perma.cc/ZS6V-7TYG .

19. Attached hereto as Exhibit 71 and incorporated herein by this reference is a true and
correct copy of a Click! Network Financial Performance Review by Price Waterhouse Cooper,

from April 2000. As provided to me by Defendant in a public records request.
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20. Attached hereto as Exhibit 72 and incorporated herein by this reference is a true and correct
copy of U-10988 related to the RFI for Click! Network, also a copy of Advanced Stream’s RFI

response, “Stay The Course.” Now Attached as Exhibit 72 and incorporated herein by this

reference is a true and correct copy of Contract documents related to CTC and the preparation of

a Request for Information for Click! and citing Resolution U-10988 related to the RFI for Click!

Network

20 (a). Attached hereto as Exhibit 72 (a) and incorporated herein by this reference is a true

and correct copy of City of Tacoma, Tacoma Public Utilities Request for Information and

Qualifications for Partnership Arrangements for Tacoma Power's Click! Network

20 (b). Attached hereto as Exhibit 72 (b) and incorporated herein by this reference is a

true and correct copy of Advanced Stream’s RFI response, “Stay The Course.”

21. I have personally witnessed the Tacoma Public Utilities Board pass a resolution
purchasing a router that cost approximately $1 million dollars for Click! Network. Attached
hereto as Exhibit 73 and incorporated herein by this reference is a true and correct copy of the
minutes from TPU Board meeting of Oct. 26, 2016, where such a router was purchased. Now

included is a signed Certificate of the custodian of these records that the attached exhibit is a

true and correct copy of what it purports to be..

22, Attached hereto as Exhibit 74 and incorporated herein by this reference is a true and
correct copies of pages from TPU Power Superintendent’s Steve Klein’s September 26, 2017
Deposition, also, Mr. Klein’s Declaration from May 5, 1997, in support of City’s Reply Brief in
Case 96-2-09938-0, that approved the funding of Click!. Now Attached as Exhibit 74 and

incorporated herein by this reference is a true and correct copy of the Declaration of Steven J.

Klein in support of City's Reply, May 5. 1997. Case No 96-2-09938-0.

22.(a) Attached hereto as Exhibit 74 (a) and incorporated herein by this reference is a true

and correct certified copy of excerpts from the Deposition of TPU Power Superintendent, Steve
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Klein, from September 26. 2017, in the Pierce County Case No 17-2-08907-4, Coates v Tacoma,

and, an email from Yom Litsup confirming this is “already certified”.

22.(b) Attached hereto as Exhibit 74 (b) and incorporated herein by this reference is a true

and correct copies of Complaint for Declaratory, Injunctive, and Mandamus Relief — Title page

showing Michael Crowley as plaintiff — Coates v Tacoma

22.(c) Attached hereto as Exhibit 74 (¢) and incorporated herein by this reference is a true

and correct copies of Newspaper Article 2001 ATT: Don’t be like Tacoma by Joe Estrella, April

1st, 2001 last seen: 12/18/2019 available at: https://www.multichannel.com/news/att-dont-be-

tacoma-151797 also archived at: https://perma.cc/A63K-Z73K

23. Attached hereto as Exhibit 75 and incorporated herein by this reference are true and
correct copies of: ( 1.) a page from Click! Network Asset Study from 2013, that I obtained from
TPU through my public disclosure request. This page came from the Click! Asset and Expense
Allocations, 3/18/13 and was produced by Rates, Planning & Analysis (RPA) along with staff
members of Click! and Utility Technology Services (UTS) who performed a study of the assets
and expense allocations shared between Tacoma Power and Click! and a true and correct copy of
the System’s Capital Budget for the 2017-2018 biennium,;.; also, ( 2.) a Click! Network
Operations Update from February 2019, stating “FTTH trim out work installing 135 smart panel
covers at the “Napoleon” were completed and building 5 at “Orchard Street Apartments” had
micro ducts installed”; and also, ( 3.) Click! Network Operations Update from October 25, 2017,
with a statement related to “The Grand” Apartment building on page 1, disclosing “We used
41,000 feet of coax and 41,000 feet of CATS5-E to run 296 strikes into each unit along with
running 1,064 outlets specific to the interior of the units;” also, ( 4.) and finally, is a true and
correct copy, of a Click! Network Operations Update for March 27, 2018. Referring to “creating
records for HFC Distribution optical equipment assets in SAP. An individual record will be
created for each of the 8§14 optical devices from each of the four HFC hubs and the Headend.”
These documents were provided to me by the defendant thru my public record request. It is my
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understanding that a System of this size, if built today, would costs approximately $900 million;
also, over $200 MM was spent to construct the System; and, there remained $8,068,961 in
“book value” of existing capital assets remaining to be depreciated as of 12/31/2018. That
amount was provided to me by TPU in response to my public records request # T003054-
080119; also, I have included the wholesale water and power figures as pages 19 and 20. Now

Attached as Exhibit 75 and incorporated herein by this reference is a true and correct copy of

Attachment A to a May 12, 2015 Memorandum from Bill Berry, Rates, Planning and Analysis

Manager to Chris Robinson, Tacoma Power Superintendent. Subject: Click! Network Cost

Center Allocation Update. Click! Network Asset Study (2013) Page A-4 of Click Asset and

Expense Allocations 3/18/13.

23.(a) Attached hereto as Exhibit 75 (a) and incorporated herein by this reference are true

and correct copies of Click! Network Operations Update from February 2019

23. (b) Attached hereto as Exhibit 75 (b) and incorporated herein by this reference are true

and correct copies of 2019/2020 Tacoma Power Capital Budget

23.(c) Attached hereto as Exhibit 75 (¢) and incorporated herein by this reference are true

and correct copies of Click! Network Operations Update from October 25, 2017

23.(d) Attached hereto as Exhibit 75 (d) and incorporated herein by this reference are true

and correct copies of Click! Network Operations Update for March 27, 2018

23. (e) Attached hereto as Exhibit 75 (e) and incorporated herein by this reference are true

and correct copies of 2018 Tacoma Power and Water Superintendent’s report — Wholesale

24, Attached hereto as Exhibit 76 and incorporated herein by this reference are true and
correct copies of the Click! monthly Operational Summary for August, Sept. and Oct. 2019.
Also, Oct. 2018, for comparison. On the August summary, I have included the purple arrows and
comments for emphasis and explanation to represent my understanding of these statements. |
have carefully reviewed these monthly statements for many years and conducted hundreds of

public record requests to obtain the underlying material that comprises these Operational
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Summaries; also, a screen shot of the Purple Perks Program for Click! Customers. Now Attached

as Exhibit 76 and incorporated herein by this reference is a true and correct copy of Click!

monthly Operational Summary for August 2019, as obtained from the City of Tacoma webpage,

at https://www.cityoftacoma.org/government/city departments/finance/financial_reports , also as

a permalink. available at: https://perma.cc/638F-570Q9

24 (a). Attached hereto as Exhibit 76 (a) and incorporated herein by this reference is a true and

correct copy of the Click! monthly Operational Summary for Sept., 2019. Last accessed

10/29/19, Available here:

https://www.cityoftacoma.org/UserFiles/Servers/Server 6/File/cms/Finance/Financial Reports/

Monthly/09 19Power.pdf, also Available at archive version: https://perma.cc/6G5D-3BZP .

24 (b). Attached hereto as Exhibit 76 (b) and incorporated herein by this reference is a true

and correct copy of the Click! monthly Operational Summary for Oct. 2019. Available at my

archived version https://perma.cc/2WLX-T9E6 : Also, for a year over year comparison, [ in this

exhibit, I have also provided a true and correct copy of the Click! monthly Operational Summary

for October, 2018.

24 (c). Attached hereto as Exhibit 76 (¢) and incorporated herein by this reference is a true

and correct copy of a screenshot I took of the Purple Perks Program for Click! Customers.

Available at my archived version, https://perma.cc/758H-BJ7U .

25. Attached hereto as Exhibit 77 and incorporated herein by this reference are true and
correct copies of pages FCC’s Connecting America: The National Broadband Plan adopted Mar.

15, 2010. As seen on my visit, on 12/18/2019, which was available then at:

https://transition.fcc.gov/national-broadband-plan/national-broadband-plan.pdf : and I preserved

an archive copy, available at: https://perma.cc/UY85-MVOX .

26. Attached hereto as Exhibit 78 and incorporated herein by this reference are true and

correct copies of documents explaining the Herfindahl-Hirschman Index (“HHI”). This is a
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report by Adil Abdela and Marshall Steinbaum "The United States has a Market Concentration

Problem." I have provided this to explain the Herfindahl-Hirschman Index (“HHI”). This is as [

downloaded it on: 12/18/2019. as then available at: https://rooseveltinstitute.org/wp-

content/uploads/2018/09/The-United-States-has-a-market-concentration-problem-brief-final.pdf ,

I saved an archive copy, available at: https://perma.cc/4ZFY-J5RX .

26. (a). Attached hereto as Exhibit 78 (a) and incorporated herein by this reference are true and

correct copies of FTC and DoJ horizontal merger guidelines Issued: August 19. 2010: as |

downloaded it on: 12/18/2019. as then available at:

https://www.justice.gov/sites/default/files/atr/legacy/2007/08/14/hmg.pdf : I saved an archive

copy, available at; https://perma.cc/4EBT-9HES .

27. Attached hereto as Exhibit 79 and incorporated herein by this reference are true and
correct copy of a Letter Agreement for the Salishan Demand Response Water Heater Project.

The project operated over Click! Network’s DOCSIS telecommunication plant.

28. Attached hereto as Exhibit 80 and incorporated herein by this reference are true and
correct copy of Honorable Homer T. Bone Letter on Power Struggles -as published in the

Congressional Record. This was published in 1944. I have also provided enlargements of

Exhibit 80, for ease of reading. Also, I have included addition papers related to Honorable Judge

Bone, and these are individually identified in sub-parts of this paragraph under Exhibit 80 (a)

through Exhibit 80 (c)

28 (a).  Attached hereto as Exhibit 80 (a) and incorporated herein by this reference is a true

and correct copy of a July 1. 1926 Honorable Homer T. Bone’s letter from Judge Bone’s

personal papers. This is the “Thorne Interview” and was obtained by me during my personal visit

to the Collins Library at the University of Puget Sound ,Archives & Special Collections room, in

2019. . A description of the library's collection is available online, as last visited on December
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17, 2019 at: https://blogs.pugetsound.edu/collinsunbound/from-the-archives-homer-t-bone/ ,

also, my archived copy of this webpage is available at: https://perma.cc/QN5SX-HJBP .

28 (b).  Attached hereto as Exhibit 80 (b) and incorporated herein by this reference is a true

and correct copy of Honorable Homer T. Bone’s personal papers, showing a July 13th 1926

memo related to “Norwood Brockett.: as obtained by Mitchell Shook's personal visit to the

University of Puget Sound Collins Memorial Library, Archives & Special Collections room in

2019.

28 (c).  Attached hereto as Exhibit 80 (¢) and incorporated herein by this reference is a true

and correct copy of a memo from Hon. Homer T. Bone’s personal papers June 13th 1926. related

to George Vanderveer’s visit, as obtained by Mitchell Shook's personal visit to the University of

Puget Sound Collins Memorial Library, Archives & Special Collections room in 2019

29. . On July 5th, 2019 I visited the Washington State Law Library at the Temple of Justice
Building in Olympia, Washington looking for information related to the history of Chapter 35.94
RCW. On that day, with the expert assistance of Laura Edmonston, Deputy Law Librarian in the
Reference Section, I found the origins of RCW 35.94 in the Session Laws of 1917, specifically,
in House bill No. 337, entitled “Sale or Lease of Public Utilities Owned by Cities or Towns.”
The Bill was printed in Laws of Washington 1917, as Chapter 137, and became codified as
Remington’s Revised Statutes (“RRS”) 1917 ¢ 137 §§ 9512—14. Attached hereto and
incorporated herein by this reference as Exhibit 81, are true and correct copy of photos I took
that day of House bill No. 337, along with published version of RRS 1917 ¢ 137 §§ 951214,
and a photo of me at the table in the library with some of the many books associated with my
research that day, also a copy (photo) of a letter dated December 1, 1946, from the Code
Revision and Recompilation Committee, with the addition of a purple arrow and yellow
highlight, which I have added to point out the relevant language. The letter cites authority
granted to the Code Committee, under Chapter 252, Laws of 1943 and Chapter 233, Laws of
1945, specifically to: “propose and submit to the legislature changes and revisions of the general
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and permanent laws of the state.” Also, the Letter explains that the “revisors notes” associated
with this effort would have “three columns”, with the first column being “the section number of
the proposed code”, the second column being the “section or sections of Remington’s Revised
Statutes from which each new code section is derived.

The third column contains the catch-line of each section as set forth in the revision itself,
together with the revisor’s explanation in parenthesis of the “major changes made in the course
of revision.” (emphasis added).

This December 1st letter, cites an “inability to get paper” and indicates the “revision work”
would be published in two volumes, so part of it could be sent out and “give “maximum time,
preceding the next legislative session, for examination of the work done”.

Also attached are correct copies (photos) of the Binder of “Volume 2” displaying the words:
“Revised Code of Washington Titles 46-End; and, the cover of the Revisors Notes for Volume 2;
and, page 80-1 from the Revisors Notes for Volume 2 showing the “three columns™ as described
in the above mentioned December 1, 1946 letter; and; page 80-7 from the Revisors Notes for
Volume 2 with the columns related to Remington Revised Statutes (“RRS”) §§ 951214 “Sale
Or Lease Of Municipal Utilities,” including “column three” adjacent to RRS §9512 with the
“revisor’s explanation in parenthesis” containing the statement “Rewritten for brevity.”

Also attached are copies (photos) of the binder of the 1951 edition of the Revised Code of
Washington Volume 6 Title 79-91, and, a page from that publication showing the final results of
the recodification of Rem. Rev. Stat. 1917 ¢ 137 § 1; §9512 into RCW 80.48.010.

Also, I have included, for the Court’s convenience, Chapters 149 Laws of 1941, Chapter 252
Laws of 1943, Chapter 233 Laws of 1945, related to the establishment of the Code Committee.

Now Attached as Exhibit 81 and incorporated herein by this reference . On July 5th, 2019 1

visited the Washington State Law Library at the Temple of Justice Building in Olympia,

Washington looking for information related to the history of Chapter 35.94 RCW. All of the

following documents are individually identified in the sub-paragraphs 29 (a) through 29 (f)

below, which contain Exhibits 81 (a) to 81 (f). On that day. with the expert assistance of Laura
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Edmonston, Deputy Law Librarian in the Reference Section, I found the origins of RCW 35.94

in the Session Laws of 1917, specifically, in House bill No. 337. entitled “Sale or Lease of

Public Utilities Owned by Cities or Towns.”

The Bill was printed in Laws of Washington 1917, as Chapter 137, and became codified as

Remington’s Revised Statutes (“RRS”) 1917 ¢ 137 §§ 9512—-14. Attached hereto and

incorporated herein by this reference as Exhibit 81, are true and correct copy of an excerpt from

the Laws of 1965 which I understand is related to the History of RCW 35.94.040 Surplus Statute

-- these are the Session Laws History 1965 Ch 7, 1943 Ch 252, 1941 Ch 149 .

29 (a), Attached hereto as Exhibit 81 (a) and incorporated herein by this reference is a true

and correct copy of the State of Washington, Session Law 1945. Ch 233, pg 651.

29 (b), Attached hereto as Exhibit 81 (b) and incorporated herein by this reference is a true

and correct copy of photograph I took of the printed bills of the legislature 15th Session of the

House. House bill No. 337.

29 (c), Attached hereto as Exhibit 81 (c¢) and incorporated herein by this reference is a true

and correct copy of photographs I took the published version of RRS 1917 ¢ 137 §§ 9512—-14.

29 (d), Attached hereto as Exhibit 81 (d) and incorporated herein by this reference is a true

and correct copy (photo) of a letter dated December 1. 1946 from the Code Revision and

Recompilation Committee, with the addition of a purple arrow and vyellow highlight, which |

have added to point out the relevant language. It is my understanding that the letter cites

authority granted to the Code Committee, under Chapter 252, Laws of 1943 and Chapter 233,

Laws of 1945, specifically to: “propose and submit to the legislature changes and revisions of the

general and permanent laws of the state.” Also, the Letter explains that the “revisors notes”

associated with this effort would have “three columns”, with the first column being “the section

number of the proposed code”, the second column being the “section or sections of Remington’s

Revised Statutes from which each new code section is derived.
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It is my understanding that The third column contains the catch-line of each section as set

forth in the revision itself, together with the revisor’s explanation in parenthesis of the “major

changes made in the course of revision.” (emphasis added).

It is my understanding that This December 1st letter, cites an “inability to get paper” and

indicates the “revision work” would be published in two volumes, so part of it could be sent out

and “give “maximum time, preceding the next legislative session, for examination of the work

done”. Also attached is a correct copies (photos) of the Binder of “Volume 2” displaying the

words: “Revised Code of Washington Titles 46-End;

29 (e), Attached hereto as Exhibit 81 (e) and incorporated herein by this reference is a true and

correct copy of photographs of pages from the Revisers Notes for Volume 2, related to

Remington Revised Statutes (“RRS”) §§ 951214 “Sale Or Lease Of Municipal Utilities,”

including “column three” adjacent to RRS §9512 with the “reviser’s explanation in parenthesis”

containing the statement “Rewritten for brevity” on Page 80-7: and, the cover of the Revisors

Notes for Volume 2: and, page 80-1 from the Revisors Notes for Volume 2 showing the “three

columns” as described in the above mentioned December 1, 1946 letter; and; page 80-7 from the

Revisors Notes for Volume 2 with the columns related to Remington Revised Statutes (“RRS”)

§§ 951214 “Sale Or Lease Of Municipal Utilities,” including “column three” adjacent to RRS

§9512 with the “revisor’s explanation in parenthesis” containing the statement “Rewritten for

brevity.”

29 (f), Attached hereto as Exhibit 81 (f) and incorporated herein by this reference is a true and

correct copy of photographs of the Revised Code of Washington Volume 6 1951 Edition

Showing Chapter 80.48 RCW : and, a photo of me at the table in the library with some of the

many books associated with my research that day. Also attached are copies (photos) of the binder

of the 1951 edition of the Revised Code of Washington Volume 6 Title 79-91. and. a page from

that publication showing the final results of the recodification of Rem. Rev. Stat. 1917 ¢ 137 § 1;

§9512 into RCW 80.48.010.
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It was also my intention to include, for the Court’s convenience, Chapters 149 Laws of 1941,

Chapter 252 Laws of 1943, Chapter 233 Laws of 1945, related to the establishment of the Code

Committee. But those documents were inadvertently left out of my December 30 2019

Declaration and are available online.

30. Attached hereto as Exhibit 82 and incorporated herein by this reference is a true and
correct copy of my Email to Council, informing them of failure to follow surplus process, along

with the surplus information from Duvall’s surplus of property under RCW 35.94.040.

31.  Attached hereto as Exhibit 83 and incorporated herein by this reference is a true and
correct copy of Click!s website as taken from the Wayback project. I personally saw these pages

at the time they were live, and they are correct representations of Click!’s site at that time.

32. Attached hereto as Exhibit 84 and incorporated herein by this reference is a true and
correct copy of City of Tacoma’s MOTION to STAY in Coates Mar. 2 18 Order -Shut It Down.
Case No.17-2-08907-4

33.  Attached hereto as Exhibit 85 and incorporated herein by this reference is a true and

correct copy of Tacoma City Council Ordinance 26141., to which I have attached a Certificate. It

includes the attached Organization Chart.

34. The 12/12/19 Declaration of Tenzin Gyaltsen, Mr. Gyaltsen erroneously indicates, in 9
12 and 13, that there are three ISPs operating over Click! Network, when in fact there are
currently only two independent ISPs, Advanced Stream and Rainier Connect, operating over
Click! Network. Net Venture was an ISP, but their website was taken down when Rainier
Connect acquired operational control of Net Venture in 2015. Click! is aware of this
combination. Attached hereto as Exhibit 86 and incorporated herein by this reference is a true
and correct copies of screenshots from Rainier Connects website announcing the consolidation

and a letter sent by Tenzin Gyaltsen to Net Venture in October 2015, regarding this issue.
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35.  Attached hereto as Exhibit 87 and incorporated herein by this reference is a true and

correct copies of page from King County’s Utility Franchise Application page.

36. Attached hereto as Exhibit 88 and incorporated herein by this reference are true and
correct copies of the Complaint and other briefs and declarations in the 1996 and 1997 Superior
Court case that established Click! is a utility system. This is provided to support the estoppel
claim and further support the fact that Click! is a communications utility and municipal utility

property, not a service or asset of Tacoma’s general government. Now Attached as Exhibit 88

and incorporated herein by this reference is a true and correct copy of Superior Court Pierce

County Case No. 96-2-09938-0. City of Tacoma v The Taxpavers and Ratepayers of the City of

Tacoma. Complaint for Declaratory Judgement

36. (a)  Attached hereto as Exhibit 88 (a) and incorporated herein by this reference are true

and correct copies of November 6th 1996. Memorandum in Support of City's MSJ Superior

Court Pierce Co. No. 96-2-09938-0. City of Tacoma v The Taxpayers.

36. (b) Attached hereto as Exhibit 88 (b) and incorporated herein by this reference are true

and correct copies of November 6th 1996. Declaration of Jon Athow in Support of MSJ Superior

Court Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers.

36. (¢)  Attached hereto as Exhibit 88 (¢) and incorporated herein by this reference are true and

correct copies of December 3rd, 1996. Defendants' Responsive Memorandum in Opposition to

City of Tacoma's MSJ Superior Court Pierce County Case No. 96-2-09938-0. City of Tacoma v

The Taxpayers and Ratepavers of the City of Tacoma.

36. (d) Attached hereto as Exhibit 88 (d) and incorporated herein by this reference are true

and correct copies of December 13th, 1996. Order Granting City of Tacoma's MSJ Superior

Court Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers and Ratepayers

of the City of Tacoma. This is Certified by the fact it is also included in Defendant’s Sloan

Declaration of 11/22/19. Exhibit E. or Page 99/506.
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36. (e)  Attached hereto as Exhibit 88 (e) and incorporated herein by this reference are true

and correct copies of April 14th 1997. Memorandum in Support of City of Tacoma's MSJ

Superior Court Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers.

36. ()  Attached hereto as Exhibit 88 (f) and incorporated herein by this reference are true

and correct copies of April 14th, 1997 Memorandum in Support of City of Tacoma's MSJ

Superior Court Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers.

36. (2) Attached hereto as Exhibit 88 (g) and incorporated herein by this reference are true

and correct copies of April 14th, 1997. Second Declaration of Jon Athow in Support of MSJ

Superior Court Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers.

36. (h) Attached hereto as Exhibit 88 (h) and incorporated herein by this reference are true

and correct copies of May 9th, 1997. Defendant's Responsive Memorandum in Opposition to

City of Tacoma's MSJ Superior Court Pierce County Case No. 96-2-09938-0. City of Tacoma v

The Taxpayers and Ratepavers of the City of Tacoma. Hearing Date:

36. () Attached hereto as Exhibit 88 (i) and incorporated herein by this reference are true

and correct copies of May 5th, 1997 City of Tacoma's Reply Brief Superior Court Pierce County

Case No. 96-2-09938-0. City of Tacoma v The Taxpayers and Ratepayers of the City of Tacoma.

This is also included in Defendant’s Sloan Declaration of 11/22/19. Exhibit E. pg. 102/506.

36. (i) Attached hereto as Exhibit 88 (j) and incorporated herein by this reference are true

and correct copies of May 5th, 1997 Declaration of Steven J. Klein in Support of City's Reply

Superior Court Pierce County Case No. 96-2-09938-0. Tacoma v Taxpavers of Tacoma.

36. (k) Attached hereto as Exhibit 88 (k) and incorporated herein by this reference are true

and correct copies of May 9th, 1997 Order Granting City of Tacoma's MSJ-Superior Court

Pierce County Case No. 96-2-09938-0. City of Tacoma v The Taxpayers Tacoma. Also, this is

included in twice in Def.’s Sloan Decl. of 11/22/19. Exhibit F, pg. 109/506.
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36. (L) Attached hereto as Exhibit 88 (L) and incorporated herein by this reference are true

and correct copies of December 9th 1996 City of Tacoma's Reply Brief- Superior Court Pierce

County Case No. 96-2-09938-0. City of Tacoma v The Taxpavers of the City of Tacoma.

37. Attached hereto as Exhibit 89 and incorporated herein by this reference is a true and

correct copies of Tacoma City Charter Article 4 -UTILITIES.

38. Attached hereto as Exhibit 90 and incorporated herein by this reference is a true and
correct copy of Coates v Tacoma MPSJ ON Motion on Remedy. Case No. 17-2-08907-4.

Edward E. (Ted) Coates; Michael Crowley; Mark Bubenik v City of Tacoma.

38. (a) Attached hereto as Exhibit 90 (a) and incorporated herein by this reference is a true

and correct copy of Superior Court Pierce County Case No. 17-2-08907-4. Edward E. (Ted)

Coates; Michael Crowley;, Mark Bubenik v City of Tacoma. [Proposed] Order Granting

Defendant's Motion for Partial Summary Judgment on the Nature of Any Mandamus Relief

39. If the proposed privatization of Click! Network is allowed to proceed; it is my
understanding that my company, Advanced Stream will be forced out of business and my
customers will be taken away by a direct competitor; also, that Advanced Stream’s proprietary
customer list would fall into the hands of Rainier Connect, the only other direct competitor on
Click! Network; also, Rainier Connect would be operating the System and setting Advanced
Stream’s rates; also, that this scenario allows Rainier Connect, a direct competitor, to run
Advanced Stream out of business and take Advanced Stream’s customers, monopolizing the
public’s broadband system for up to 40 years; also, that my customers could lose their Email
addresses and personal webspace, which we provide for them; and, their phone and other
essential services could be disrupted. Some of our customers are on medical equipment, like
heart monitoring devices. An interruption in services could be life threatening.

END OF 12/30/19 DECLARATION OF MITCHELL SHOOK
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CONLCUSION OF SHOOK’S MASTER DECLARAION

In this Mater Declaration I have organized, documented, authenticated and provided

certificates of authenticity for the essential Exhibits in my previous declarations, as cited herein.

I declare under the penalty of perjury under the laws of the State of Washington that the

foregoing is true and correct.

DATED this 22" day of January 2020, at Tacoma, Washington.
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City of Tacoma

Declaration of Surplus Property (DSP)

To: Purchasing Division
From: Tacoma Power

Contact Name: Tenzin Gyaltsen

Date: 10/18/2019

Phone: 502-8763

X Declaration of Surplus Personal Property
] Declaration of Surplus Real Property
[] Declaration of Unusable Personal Property’

' Items that are broken, unusable, have no commercial, salvage, or donation value, and have no special disposal requirements (e.g., hazardous
metals), may be disposed by the owning department. Do not submit DSP Form to Purchasing for these items.

Description of Surplus Property

Describe Item or Attach List:
Address/Location of ltems:
Estimated Commercial or Resale Value:

See attached A1, A2, A3

See A1, A2, A3 and proposed

Fixed Asset #
Accounting (for costs/proceeds):
Cost Center: 551000

Aareements with Rainier Connect

Minimum Acceptable Bid:

SNA

General Ledger Acct:

I hereby certify the asset(s) listed have no further public use or the sale thereof is in the best interests of the City
+ and declare these items as surplus according to sections 1.06.272 through 1.06.278 of the Tacoma Municipal

Code. Items may be sold, transferred, donated or otherwise disposed of in accordance with the City's surplus

property policies and the Tacoma Municipal Code.

De:partrnent/Division Head Signature

City Manager or Director of Utilities (if over $200,000)

|

DISPOSAL REQUEST

(to be completed by department)

Requested Disposal Method(s):
] Intra City Transfer
Name of Department
[] Bid Solicitation (Formal / Informal)

[] Vehicle Auction (attach vehicle surplus form)

Specify Contract
[] Online Auction Service
(attach online auction surplus form)

[] Special Advertisement (attach advertisement)

Specify Newspaper
[_] Supplemental Mailing List (attach)
[] Website Posting

Date

Date

DISPOSAL ACTION

Internal Use Only — Purchasing Division

[] Formal Bid No.

Resolution/Ordinance No.
- [J Informal Bid No.

[ ] Online Auction

] Special Advertisement
i [] Contract Services

[] Salvage Services

[] Okay for Disposal

[] Website Posting

] Intra-City Transfer
[] Donation
[] 2-Good-2 Toss

Date Advertised/Posted:

Sale Amount: $

Sold To: Name
Address

[] Special Disposal Requirements (e.g., environmental, ' Donated To: Name

regulatory)
[[] Salvage Services
Specify Contract
[] Donation
[] 2-Good-2 Toss
X] Other: Direct negotiation
[] Okay for Disposal:
APPROVED:

Procurement and Payables Manager

Declaration of Surplus Property (DSP) Form

Date

Address
[] Hold Harmless Release Received

[] Supplemental Mailings

Recipient is: [ ] Public Agency [ ] Non-Profit serving

[] General Public [] Employee

Accounting, if different from above:

Revised: 01/31/2019

.
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TACOMA PUBLIC UTILITIES

CERTIFICATE

I, Charleen Jacobs, do hereby certify that | am the Clerk of the Public Utility
Board of the City of Tacoma, and that record and maintain custody of the
official records and minutes of the Public Utility Board.

| further certify that the attached is a full, true, and correct copy of
Resolution U-11116 dated October 30, 2019.

In witness whereof, | have set my hand this 16 day of January 2020.

Charleen Jacobs

Clerk, Public Utility Board
Tacoma Public Utilities

City of Tacoma, Washington

Attachment

State of Washington
County of Pierce

Subscribed and sworn to before me this 16 day of January 2020.

= G?.iw,s\ow pbu:/;: 0?'
g :;;5; WOTARY Ll:;_% Deborah D. McLellan
7% ﬁ@'[\@ i 2 Notary Public in and for the
AN B ~ £ §;’ State of Washington, County of Pierce
g f/k*”"g“&%% \9;\\\ oF My commission expires 10-8-21
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and efficiency for its electric system and to generate additional revenue through
new business lines (i.e., wholeszle internet, cable TV, etc.), and

WHEREAS the Board recommended that the City Council approve the
business plan, which it did through Resolution No. 33668, on April 8, 1897,
authorizing Tacoma Power to construct, control, and operate the HFC Network,
with the Board providing oversight and approval, and the City Council remaining
involved in major policy decisions, and

WHEREAS since its construction in the late 1990s, the HFC Network has
connected Tacoma Power’s distribution and transmission assets and enabled
automated meter reading and billing, distribution automation, and remote turn
on/turn off for electric customers, and

WHEREAS in 2004, Tacoma Power also established a pilot project
deploying as many as 16,000 Gateway Meters (Tacoma Power's name for its
initial smart meters) that relay information from its electric customers to Tacoma
Power headquarters via the HFC Network over coaxial cable connected to the
customer premises which interconnects with the fiber network, and

WHEREAS within four years following deployment of the gateway meters
Tacoma Power began experiencing substandard performance of the gateway
meters including: meter failures wherein Tacoma Power is unable to
communicate with the meler through the network, read failures wherein the
controller in the meter is not able to read the meter, and remote disconnect
failures, all resulting in: communications errors, failures to measure electrical
consumption, a failure rate of up to 100 meters per month, and increased costs

2019\Resolutions\Power\tJ-11116 Click! Surplus Property
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to replace defective meters, perform repairs, troubleshoot errors, and collect
meter data, and

WHEREAS by the mid-to-late 2000s, the electric utility industry began to
recognize that wireless technology would take the place of wired
telecommunications systems with respect to smart meter applications, and

WHEREAS as a result of the advances in the reliability and efficiency of
interconnecting meters wirelessly with the HFC Network and the substandard
and unreliable performance of the Gateway Meters, Tacoma Power has
terminated the Gateway Meter Program and ended service over the HFC
Network for all Gateway Meters, and

WHEREAS the Board has authorized agreements providing for the
installation and operation of licensed spectrum advance meters that will
interconnect wirelessly to that portion of the HFC Network allocated to Tacoma
Power and known and referred to as the Power Controf & Operations Network
(*PCON"), and

WHEREAS the “Excess Capacity of the HFC Network” is generally
comprised of: (i) coaxial cable, conduit housing only coaxial cable, conduit
installed for service drops (whether or not currently housing coaxial cable), and
coaxial cable service drops installed in the Click! Network service area, (ii)
specific strands cf fiber in the Tacoma Power fiber network that are not reserved
for current and future use by Tacoma Power for utility purposes, conduit housing
such fiber along routes that do not include reserved utility fiber, and excess
space in conduit housing such fiber and reserved utility fiber, (iii) electronic

2019\Resolutions\Power\U-11116 Click! Surplus Property
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equipment and related hardware installed in the HUB sites and in rights-of-way:;
and is defined as the “Tacoma Power Commercial System”, and is described in
more detail, in the draft proposed Indefeasible Right of Use Agreement attached
hereto as EXHIBIT “C”, and

WHEREAS certain inventory, equipment and vehicles allocated to Click
Network are described in EXHIBIT “A.1-3” attached hereto and are referred to as
the “Click! Assets”, and

WHEREAS Click! Network began providing cable television and wholesale
internet access services over the excess capacity in the HFC Network in 1898,
and since that time, technology and consumer demands have changed and
operational costs have significantly increased, and in response to these
challenges, the Board has studied different models for delivery of services, and

WHEREAS the Board retained CTC Technology & Energy, to develop an
analysis of business models as an alternative to the legacy business plan under
which Click! Network currently operates, which analysis was presented to the
Board and City Council at the January 23, 2018 joint study session, and

WHEREAS the Board on January 24, 2018, adopted Resolution U-10988,
pursuant to which the Board expressed its determination then, and re-affirms and
expands upon now, that while the 1997 business plan achieved many of the
functions envisioned for the HFC Network, the Excess Capacity of the HFC
Network and the inventory, equipment and vehicles allocated to Click! Network
are not needed now or in the future by Tacoma Power for utility purposes and
thus will not be updated or improved or utilized for utility purposes, and are

2019\Resolutions\Power\U-11116 Click! Surplus Property
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excess to the needs of Tacoma Power, and that the current Click! Network
business plan and the proposed all-in retail seivice business model will not
generate sufficient revenues to fully fund operational expenses and the costs of
capital improvements needed to maintain the Excess Capacity of the HFC
Network as a state of the art Network, and that it is prudent and necessary to
revise the business plan, and

WHEREAS through Resolution U-10988, the Board further rescinded its
approval of the all-in retail service business model, adopted 12 policy goals to be
maximized through the use and preservation of the Excess Capacity of the HFC
Network, directed the Public Utilities Director to work with the City Manager to
develop a plan to seek information, proposals or gualifications from interested
parties to determine whether the 12 policy goals could be achieved through a
collaboration and/or restructuring of Click! Network, and

WHEREAS the PUB and City Council, after review of multiple proposals
from third parties, directed the Public Ulilities Director to execute a letter
agreement with Rainier Connect tc enter into good faith, negotiation of
agreements through which: (1) the City, through Tacoma Power, will retain
ownership of ali of the existing HFC Network, (2) the capital and operating costs
of the Excess Capacity of the HFC Network will be borne by a third party,
(3) Tacoma Power will no longer provide cable television or wholesale internet
access or data transport services, and (4) Rainier Connect would use the Excess
Capacity of the HFC Network to provide breadband information services
consistent with the 12 policy goais adopted by the Board and City Council, and

2019\Resolutions\Power\U-11116 Click! Surplus Property
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WHEREAS Tacoma Power, under the supervision of the Director and
Rainier Connect, have negotiated the draft proposed Click! Business Transaction
Agreement, attached hereto as EXHIBIT “B”, and the draft proposed Indefeasible
Right of Use Agreement, attached hereto as EXHIBIT “C”, that collectively
provides for the conveyance of the Click! Assets to Rainier Connect and provides
for Rainer Connect's use but not ownership of the Excess Capacity in the HFC
Network for the term, and pursuant to the terms and conditions of the
Indefeasible Right of Use Agreement, and

WHEREAS the consideration proposed to be paid by Rainier Connect for
conveyance of the inventory, equipment and vehicles described in EXHIBIT A1
is $294,742.98, as set forth in EXHIBIT A.1, the consideration to be paid by
Rainier Connect for the inventory and equipment described in EXHIBIT A.2 and
A.3, are the contractual obligations of Rainier Connect as set forth in
substantially the form of EXHIBIT “C” (Indefeasible Right of Use Agreement), and
the use of the Excess Capacity in the HFC Network is proposed to be granted to
Rainer Connect in consideration for the obligations of Rainier Connect as set
forth in the EXHIBIT “C”, including but not limited to, the annual payments of
$2,500,000 for year 1, $2,625,000 for year 2, $2,750,000 for year 3, $2,875,000
for year 4, $3,000,000 for year 5, and for each year after year 5, the annual
payment will increase to reflect the Consumer Price Index Increase as described
in Exhibit “C” , and

WHEREAS the proposed draft agreements include provisions ensuring,
among other things, that the use and operation of the Excess Capacity in the

2019\Resolutions\Power\U-11116 Click! Surplus Property
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HFC Network by the new operator will not interfere with, or jeopardize the safety
and security of Tacoma Power's continued use and operation of the Tacoma
Power Control & Operations Network or the City's use and operation of the
| Institutional Network, and
WHEREAS pursuani to TMC 1.06.273, the Tacoma Public Utilities
Director has recommended that the Board find that the disposal of the Click!
Assets and the grant of the indefeasible Right of Use of the Excess Capacity in
the HFC Network through a negotiated process with Rainier Connect, pursuant to
agreements in substantially the form of EXHIBITS “B” and “C”, are in the best
interests of Tacoma Power, and
WHEREAS it is advised that, as a condition of this proposed transaction
and in conformance with the provisicns of RCW 35.94.040, the Board find and
declare the Click! Assets and the Excess Capacity in the HFC Network surplus to
| the needs of Tacoma Power and the City, and
WHEREAS the Tacoma Public Utilities Director has certified, and Tacoma
Power recommends, that the Board find and declare that the Click! Assets and
the Excess Capacity in the HFC Network are not required for, and are not
essential to, continued public utility service or continued effective utility service,
and are surplus to the needs of Tacoma Power and to Tacoma Public Utilities,
and that the sale of the Click! Assets to Rainier Connect and the grant of a
Indefeasible Right of Use of the Excess Capacity in the HFC Network to Rainier
Connect through a negotiated disposition would be in the best interests of
Tacoma Power and the City, and

2019\Resolutions\Power\U-11116 Click! Surplus Property
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WHEREAS although a declaration that an asset is surplus often proceeds

a decision to sell an asset, there is no requirement that a surplused asset be

2

sold, and the Board does not intend to recommend or approve for sale the
3
. Excess Capacity in the HFC Network, but rather the City through Tacoma

5 Power, will retain ownership of the entire HFC Network inclusive of the Excess

6 Capacity in the HFC Network to ensure that it has control over how the HFC

7 Network is used through the proposed agreements and to ensure that the entire
° HFC Network meets all security requirements and can continue tc meet the

12 needs of Tacoma Power, Tacoma Water, and Tacoma Rail, and

11 WHEREAS the Board, in consideration of the foregoing, the public

12 comments received during the public hearing of October 23, 2019, and prior

13 public meetings of the Board, the records and information on file with the Board,
14

and having been in all matters fully advised, finds that it is in the best interest of
15
. Tacoma Power and Tacoma Public Utilities, to make the following

47 determinations and recommendation to the City Council; Now, Therefore,

18 BE IT RESOLVED BY PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:

19 Sec. 1. That the Click! Assets and Excess Capacity in the HFC Network, as
20 described in the recitals above, are not required for, and are not essential to,

Z continued public utility service or continued effective utility service, and pursuant to

23 applicable law, are properly declared surplus property and excess to Tacoma

24 Power's needs.

25 Sec. 2 That the sale of the Click! Assets and the grant of an Indefeasible

2 Right of Use of the Excess Capacity of the HFC Network to Rainier Connect,

2019\Resolutions\PowenU-11116 Click! Surplus Property
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through a negotiated disposition, is in the best interests of Tacoma Power, Tacoma

Public Utilities, and the City; and all applicable competitive bidding requirements

2
are hereby waived.
3
4 Sec. 3. Tacoma Power will seek City Council's approval of the Board’s

5 declaration herein that the Click! Assets and the Excess Capacity of the HFC

6 Network as described herein are surplus to the needs of Tacoma Public Utilities

7 and a declaration that the same are surplus to the needs of the City of Tacoma.
8
Sec. 4. The Board finds that disposal of the Click! Assets and the grant of
9
0 the Indefeasible Right of Use of the Excess Capacity in the HFC Network through

41 @ negotiated process with Rainier Connect, pursuant to agreements in substantially

12 the form of EXHIBITS “B” and “C”, is in the best interests of Tacoma Power and

13 approves such agreements, authorizes the Director of Tacoma Public Utilities to
14

execute all documents necessary to implement such agreements contingent upon
15
" their approval by City Council and recommends that the City Council approve

17 agreements that are substantially in the form of EXH

18  Approved as to form and legality:

0 2 0/&4%%

oo Chief Deputy City Attorhe

M_ Adopted  /0-3017

v

21

22
23
24
25

26
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CLICK! BUSINESS TRANSACTION AGREEMENT
by and between

CITY OF TACOMA, DEPARTMENT OF PUBLIC UTILITIES, LIGHT DIVISION,
D/B/A TACOMA POWER

and
MASHELL, INC., D/B/A RAINIER CONNECT
and

RAINIER CONNECT NORTH, LLC

Dated as of , 2019
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(b) the terms defined in the singular have a comparable meaning when
used in the plural, and vice versa;

() the terms “Dollars” and “$” mean United States Dollars;

(d) unless the context otherwise requires, references herein to a
specific Section, Subsection, Recital, Schedule or Exhibit shall refer, respectively, to Sections,
Subsections, Recitals, Schedules or Exhibits of this Agreement;

99 Cey

(e) wherever the word “include,” “includes,” or “including” is used in
this Agreement, it shall be deemed to be followed by the words “without limitation”;

) references herein to any gender include each other gender;

(2) references herein to any Person include such Person’s heirs,
executors, personal representatives, administrators, successors and assigns; provided, however,
that nothing contained in this clause (g) is intended to authorize any assignment or transfer not
otherwise permitted by this Agreement;

(h) references herein to a Person in a particular capacity or capacities
exclude such Person in any other capacity;

(1) references herein to any contract or agreement (including this
Agreement) mean such contract or agreement as amended, supplemented or modified from time
to time in accordance with the terms thereof;

() with respect to the determination of any period of time, the word
“from” means “from and including” and the words “to” and “until” each means “to but
excluding”;

(k) references herein to any Law or any license mean such Law or
license as amended, modified, codified, reenacted, supplemented or superseded in whole or in
part, and in effect from time to time; and

) references herein to any Law shall be deemed also to refer to all
rules and regulations promulgated thereunder, unless the context requires otherwise.

ARTICLE II
TRANSFER OF OPERATIONAL CONTROL OF TACOMA POWER COMMERCIAL
SYSTEM AND PURCHASE AND SALE OF RELATED SURPLUS ASSETS

Section 2.1 Transfer of Operational Control. The Transfer of Operational
Control shall take place on the last Business Day of the calendar month in which the conditions
set forth in Article VI (other than those conditions that by their nature are to be satisfied at the
Transfer of Operational Control but subject to the fulfillment or waiver of those conditions) have
been satisfied or waived, unless such conditions have not been so satisfied or waived by the fifth
Business Day preceding the last Business Day of such calendar month, in which case the




Transfer of Operational Control shall take place on the last Business Day of the next calendar
month or at such other time, date or place as the Parties hereto may mutually agree in writing.

Section 2.2 Purchase and Sale of Related Surplus Assets.

(a) On the terms and subject to the conditions set forth herein, at the
Transfer of Operational Control Date, Tacoma Power shall sell, convey, transfer, assign and
deliver to Rainier, and Rainier shall purchase from Tacoma Power, the Related Surplus Assets,
free and clear of all Encumbrances. The “Related Surplus Assets” are comprised of:

(1) All spare customer equipment, and other tangible personal
property and assets of Tacoma Power relating to the Click! Business, as set forth on Schedule
2.2(a)(1) (collectively, the “Equipment”);

(i1) All fiber optic cabling, coaxial cabling, supplies, tools and
inventories of Tacoma Power relating to the Click! Business (the “Inventory”), as set forth on
Schedule 2.2(a)(ii);

(ii1) All vehicles of Tacoma Power relating to the Click! Business
(the “Vehicles”), as set forth on Schedule 2.2(a)(iii);

(iv) All rights of Tacoma Power under those Contracts listed on
Schedule 2.2(a)(iv) (collectively, the “Transferred Contracts”);

(v) All Governmental Authorizations listed on Schedule 2.2(a)(v)
(the “Transferred Authorizations”);

(vi) Click! Business customer deposits and pro-rated customer
advanced payments for services;

(vii) Copies of all customer account information and other Click!
Business information (the “Records”) reasonably requested by Rainier; and

(viii) All defenses, claims, deposits, prepayments, refunds, causes of
action, credits, warranties (including manufacturer’s warranties), rights of recovery, rights of set
off and rights of recoupment relating to any right, property or asset included in the Related
Surplus Assets, or against any party under the Transferred Contracts.

(b) Updated Asset Schedules. On the tenth (10th) Business Day prior to the
Transfer of Operational Control, Tacoma Power shall deliver to Rainier revised Schedules
2.2(a)(i), 2.2(a)(iv) and 2.2(a)(v), which shall set forth lists of assets of the type required to be
disclosed thereon and relating to the Click! Business that Tacoma Power owns or has the right to
own as of such date, including any assets acquired by Tacoma Power after the date hereof (the
“Updated Asset Schedules”) and a statement indicating the value of the Advanced Customer
Payments as defined in Section 2.6(a). No later than five (5) Business Days prior to the Transfer
of Operational Control Date, Rainier shall notify Tacoma Power whether it accepts or requires
revisions to the Updated Asset Schedules or the statement of Advanced Customer Payments. If
Rainier accepts the Updated Asset Schedules and Advanced Customer Payments as delivered by

7



EXHIBIT P
TRADEMARK LICENSE AGREEMENT

THIS AGREEMENT, effective as of , is by and between
City of Tacoma, Department of Public Utilities, Light Division, a municipal corporation of
the state of Washington, (“Licensor”) and Rainier Connect North, LLC, a Washington limited
liability company (“Licensee”). The parties hereto are hereinafter collectively referred to as the
“Parties.” Capitalized terms used herein and not defined shall have the meanings assigned to
them in the IRU Agreement.

WHEREAS, Licensor is the owner of two (2) Washington state trademarks, one for
“Click! Cable TV” and symbol (Washington trademark registration number 53233 under
trademark classifications 35 and 38) and one for “Click! Cable TV (Washington trademark
registration number 54077 under trademark classification 41), shown in Exhibit P1 hereto
(collectively the “Marks”);

WHEREAS, Licensor has used the Marks in connection with the marketing and operation
of its retail and wholesale communications business (“Click! Business”) but intends to cease
operations and transfer control of the assets related to the Click! Business, including but not
limited to the Tacoma Power Commercial System, to Licensee as of the Effective Date of this
IRU Agreement;

WHEREAS, Licensee desires to use the Marks in connection with the use of the Tacoma
Power Commercial System in the manner and subject to the terms and conditions set forth in this
Agreement and the IRU Agreement; and

NOW, THEREFORE, In consideration of the premises and the mutual covenants and
agreement of the Parties set forth herein and other good and valuable consideration, the
sufficiency of which is hereby mutually acknowledged, the Parties agree as follows:

1. GRANT OF LICENSE. Licensor grants to Licensee an exclusive, royalty-free
non-transferable license to use the Marks in connection with the Tacoma Power Commercial
System, throughout the Tacoma Power Commercial Service Area depicted in IRU Agreement,
Exhibit Al.

2. USE OF THE MARKS. Licensee shall comply with the following requirements
when using the Marks:

2.1 The use must be accompanied by the following text:
All rights reserved. [Insert Mark] is a trademark of City of Tacoma.

2.2 The use must comply with the applicable provisions of the guidelines set
forth in Exhibit P2 attached hereto.

3. NO ASSIGNMENT. This license to use the Marks may not be assigned or
otherwise transferred by Licensee, under any circumstances, without the prior, express, written



consent of Licensor. Licensor does not grant, and nothing in this Agreement shall be construed
as granting, to Licensee the right to license, sublicense, or authorize others to use the Marks.

4. OWNERSHIP.

4.1 Licensee acknowledges that the Marks are valid, are the exclusive
property of Licensor, and can lawfully be used only with the express license or consent of
Licensor. Licensee shall not at any time do, or cause to be done, any act or thing
contesting or in any way impairing or intending to impair the validity of the Marks and/or
Licensor's exclusive rights, title, and interest in and to the Marks.

4.2 Licensee shall not register or apply to register the Marks, either alone or in
combination with any other word(s) and/or design(s), in any country, state, or
jurisdiction. Licensee shall not in any manner represent that it owns the Marks, and
Licensee hereby acknowledges that its use of the Marks shall not convey any rights, title,
or interest in or to said Marks in Licensee's favor, but that all use of the Marks by
Licensee shall inure to the benefit of Licensor.

43 Licensee shall be responsible for all costs associated with maintaining the
registration of the Marks, including all fees charged by the Washington Secretary of State
associated with renewing the Marks. Licensee shall provide copies of all filings and
correspondence related to the Marks to Licensor.

5. TERM AND TERMINATION.

5.1  Unless sooner terminated under the provisions of Section 5.2 below, or by
mutual agreement of the Parties in writing, this Agreement shall continue so long as the
IRU Agreement is in full force and effect. In the event that the IRU Agreement is
terminated, by either Party and for any reason, this Agreement shall automatically
terminate.

5.2 If Licensee fails to comply with any of the provisions of this Agreement,
Licensor may terminate this Agreement by express written notice to Licensee; provided,
however, that if Licensee, within 60 days after Licensor’s notice, cures or otherwise
corrects such violation or noncompliance to Licensor's reasonable satisfaction, said
termination notice shall be of no further force or effect and this Agreement shall be
reinstated under all the terms and conditions as existed before the notice of termination.

5.3  Upon termination of this Agreement, Licensee shall permanently
discontinue all use of the Marks and refrain from using any other service mark,
trademark, trade name, corporate name, or any other designation confusingly similar to
any one or all of the Marks.

6. INDEMNITY.

6.1 Licensee shall indemnify and defend Licensor against any loss or losses
incurred through claims, actions, or lawsuits by third parties against Licensor involving
or arising from the use of the Marks by Licensee, and shall hold Licensor harmless for
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SPECIAL MEETING NOTICE

City of Tacoma
Public Utility Board

Wednesday, October 30, 2019
5:30 p.m.

Ground Floor Auditorium
Tacoma Public Utilities
3628 South 35% Street

Tacoma WA 98409

1. Call to Order

2. Roll Call

3. Resolution U-11116 — Authorize Tacoma Power to declare surplus utility-owned
property including certain inventory, equipment, and vehicles allocated to the Click!
Network together with the excess capacity of the Tacoma Power HFC Network, part
of which is used by what is commonly referred to as the Click! Network; and
authorize execution of the Click! Business Transaction Agreement by and between

Tacoma Power and Mashell, Inc., d/b/a Rainier Connect and Rainier Connect North
LLC.

4. Adjournment

Special meeting materials:
https://www.mytpu.org/about-tpu/public-utility-board/2019-agendas-minutes/

Click! information:
https://www.mytpu.org/community-environment/projects/click-network-update/

or services. To request this information in an alternative format or to request a reasonable
accommodation, please contact the TPU Director’s Office at 253-502-8201. TTY or speech to speech
users please dial 711 to connect to Washington Relay Services.

[__\ The City of Tacoma does not discriminate on the basis of disability in any of its programs, activities,



https://www.mytpu.org/about-tpu/public-utility-board/2019-agendas-minutes/
https://www.mytpu.org/community-environment/projects/click-network-update/
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Tacoma City Charter

responsibilities with reference to the control of animals. Such contract(s) shall provide, among other
things, that said society or agency (agencies) shall faithfully operate said pounds, shall pay all expenses in
connection therewith, shall receive all licenses, fines, penalties and proceeds of every nature connected
therewith, and such other sums as may be legally appropriate therefor, subject only to accounting as
provided by law. The Council is further authorized, notwithstanding the provisions hereof, to determine
that the City shall operate its own city pounds or detention facility and otherwise regulate and control
animals within its corporate limits. Any contract entered into pursuant to the authority hereof shall be
subject to cancellation by the City for good cause.

(Amendment approved by vote of the people September 18, 1973)

Administrative Organization'?

Section 3.11 — Within the framework established by this charter, the administrative service of the City
government shall be divided into such offices, departments, and divisions as provided by ordinance upon
recommendation of the City Manager. Such ordinance shall be known as the “Administrative Code.”

Section 3.12 — The City Council may remove any appointed member of any City board, commission, or
board of trustees, for cause, after notice and public hearing, if that member is found to have knowingly
violated the oath of office under this charter (Section 6.4) or has committed any acts specified in state law
as grounds for the recall and discharge of an elective public officer. The City Council, in its discretion,
may allow a hearings examiner to hear such a matter. Recommendation of a hearings examiner shall be
subject to review by the City Council. The City Council’s final decision shall be based on the evidence in
the record. A record of the proceedings shall be made.

(Amendments approved by vote of the people November 2, 2004, and November 4, 2014)

Section 3.13 — There shall be a Landmarks Preservation Commission, composed of members with such
powers and duties as are provided by ordinance. The members shall be residents of the City of Tacoma
and be appointed and confirmed by the City Council.

(Amendment approved by vote of the people November 4, 2014)

Article IV
PUBLIC UTILITIES "

General Powers Respecting Utilities

Section 4.1 — The City shall possess all the powers granted to cities by state law to construct, condemn
and purchase, purchase, acquire, add to, maintain, and operate, either within or outside its corporate
limits, including, but not by way of limitation, public utilities for supplying water, light, heat, power,
transportation, and sewage and refuse collection, treatment, and disposal services or any of them, to the
municipality and the inhabitants thereof; and also to sell and deliver any of the utility services above
mentioned outside its corporate limits, to the extent permitted by state law.

Power to Acquire and Finance

Section 4.2 — The City may purchase, acquire, or construct any public utility system, or part thereof, or
make any additions and betterments thereto or extensions thereof, without submitting the proposition to
the voters, provided no general indebtedness is incurred by the City. If such indebtedness is to be
incurred, approval by the electors, in the manner provided by state law, shall be required.

12 See TMC Chapter 1.06
13 See TMC Title 12 - Utilities

(Revised 11/2014) Page 10



Tacoma City Charter

Rates

Section 4.3 — The City shall have the power, subject to limitations imposed by state law and this charter,
to fix and from time to time, revise such rates and charges as it may deem advisable for supplying such
utility services the City may provide. The rates and charges for services to City departments and other
public agencies shall not be less than the regular rates and charges fixed for similar services to consumers
generally. The rates and charges for services to consumers outside the corporate limits of the city may be
greater but shall not be less than the rates and charges for similar service to consumers within the
corporate limits of the city.

Diversion of Utility Funds

Section 4.4 — The Council may by ordinance impose upon any of the City-operated utilities for the benefit
of the general fund of the City, a reasonable gross earnings tax which shall not be disproportionate to the
amount of taxes the utility or utilities would pay if privately owned and operated, and which shall not
exceed eight percent; and shall charge to, and cause to be paid by, each such utility, a just and proper
proportion of the cost and expenses of all other departments or offices of the City rendering services
thereto or in behalf thereof.

Section 4.5 — The revenue of utilities owned and operated by the City shall never be used for any
purposes other than the necessary operating expenses thereof, including the aforesaid gross earnings tax,
interest on and redemption of the outstanding debt thereof, the making of additions and betterments
thereto and extensions thereof, and the reduction of rates and charges for supplying utility services to
consumers. The funds of any utility shall not be used to make loans to or purchase the bonds of any other
utility, department, or agency of the City.

Disposal of Utility Properties

Section 4.6 — The City shall never sell, lease, or dispose of any utility system, or parts thereof essential to
continued effective utility service, unless and until such disposal is approved by a majority vote of the
electors voting thereon at a municipal election in the manner provided in this charter and in the laws of
this state.

Franchises for Water or Electric Utilities

Section 4.7 — The legislative power of the City is forever prohibited from granting any franchise, right or
privilege to sell or supply water or electricity within the City of Tacoma to the City or to any of its
inhabitants as long as the City owns a plant or plants for such purposes and is engaged in the public duty
of supplying water or electricity; provided, however, this section shall not prohibit issuance of temporary
permits authorized by the Council upon the recommendation of the Utility Board of the City of Tacoma
for the furnishing of utility service to inhabitants of the City where it is shown that, because of peculiar
physical circumstances or conditions, the City cannot reasonably serve said inhabitants.

(Amendment approved by vote of the people September 18, 1973)

The Public Utility Board

Section 4.8 — There is hereby created a Public Utility Board to be composed of five members, appointed
by the Mayor and confirmed by the City Council, for five-year terms; provided, that in the appointment of
the first Board, on the first day of the month next following the taking of office by the first Council under
this charter, one member shall be appointed for a term of one year, one for a term of two years, one for a
term of three years, one for a term of four years, and one for a term of five years, and at the expiration of
each of the terms so provided for, a successor shall be appointed for a term of five years. Vacancies shall
be filled for the unexpired term in the same manner as provided for regular appointments.

(Amendment approved by vote of the people November 2, 2004)

(Revised 11/2014) Page 11
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Construction and Maintenance

Tacoma Power has a number of established preventive and predictive maintenance programs and continues to
develop more. For example, the substation predictive maintenance program can identify substation equipment
requiring corrective action before a failure occurs through utilization of infrared, oil sample testing, and dissolved
gas analysis. Tacoma Power owns and maintains approximately 49,000 power poles. The Pole Replacement
program strategy is to test and treat 9% of the poles annually maintaining an 11-year cycle. Tacoma Power also
performs tree trimming around its distribution and transmission lines, maintaining two and four year trimming
cycles along with programs to replace dangerous trees with utility friendly trees.

Telecommunications Infrastructure

Approximately 1,500 miles of fiber and coaxial cable have been constructed by Tacoma Power in the cities of
Tacoma, University Place, Fircrest, Lakewood and Fife, and portions of unincorporated Pierce County, providing
Tacoma Power with a state-of-the-art telecommunication system with which supports transmission and
distribution operations, advanced metering, and retail and wholesale commercial services. The network
currently covers approximately 66% of the households in Tacoma Power’s service territory.

The network consists of a hybrid fiber-optic coaxial (“HFC”) system, which delivers two-way signals for cable TV,
cable modem Internet services, and advanced metering. In addition, SONET (“Synchronous Optical Network™)
and Gigabit Ethernet technologies are used to support communications across Tacoma Power’s transmission
and distribution system and to carry out data transport services for commercial customers. The network was
designed and constructed to meet high telecommunications standards, containing a redundant backbone and
redundant service loops, which seek to ensure uninterrupted signal transport in the event of a network break. A
network surveillance system allows Tacoma Power to monitor the system at all times.

Commercial Telecommunication Services. Launched in 1998 under the brand name Click! Network, Tacoma
Power provides three commercial telecommunication services to customers of Tacoma Power: retail cable
television, wholesale broadband transport and wholesale high-speed Internet over cable modem. Click! Network
is one of several providers of telecommunications services in the Tacoma area.

Click! Network is accounted for as part of the Electric System. In 2016 Click! Network’s annual revenues were
approximately $26.6 million, and annual operating expenses plus gross earnings taxes were approximately
$29.7 million.

Cable television is Click! Network’s primary retail business. Click! currently has approximately a 15% share of a
very competitive local cable television market. Cable TV products available to both residential and
business customers include broadcast television, digital and high-definition channels, digital video recording capability,
TiVo with access to over-the-top (“OTT”) content such as Netflix, Hulu, YouTube and Pandora, TVEverywhere,
and a wide variety of video-on-demand services. Video-on-demand services include local programming tied to
schools, colleges, local governments and community organizations strengthening Click! Network’s
brand identity in the communities served.

Under wholesale Master Service Agreements, seven telecommunications carriers provide high capacity last mile
data transport circuits to their customers utilizing Click! Network’s telecommunications infrastructure. The seven
telecommunications carriers provide SONET data services ranging from DS-1 lines to OC-48 lines and customized
Metro Ethernet circuits to meet data transport and web access needs of large and small businesses in the Tacoma
area.

Also under wholesale Master Service Agreements, two qualified locally based Internet Service Providers (“ISPs”)

provide high-speed Internet services via cable modems to their customers utilizing Click! Network’s
telecommunications infrastructure. The ISPs provide a variety of speed packages to meet the needs of the residential
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and business consumers in the Tacoma area. As part of the contract, the two ISPs also provide customer service,
cable modem installation, customer premise equipment and technical support services to their Internet customers.

Click! ended 2016 with 17,468 cable TV customers, 23,344 wholesale high-speed Internet service customers, and
173 wholesale broadband transport circuits.

Click! also continues to provide the City of Tacoma I-Net services to approximately 190 sites to keep the cost of
telecommunications low for many governmental entities.

Click! Network implemented a 12.9% cable TV service rate increase effective March 1, 2017. An additional cable
TV rate increase is planned for March 1, 2018. These cable TV rate increases are expected to generate
approximately $7.7 million in additional revenue. A major portion of additional revenue will be used to cover
increases in programming costs.

CAPITAL IMPROVEMENT PROGRAM
Tacoma Power has funded its past capital improvement programs from contributions in aid of construction, proceeds
of Parity Bonds and subordinate lien revenue bonds, and Revenues of the Electric System. The actual amounts spent

during the past five years, together with the sources of funds used, are displayed in the table below.

Historical Sources of Capital Improvement Funds

($000)
Source of Funds 2012 2013 2014 2015 2016

Parity and Subordinate Lien Bond $ 51,730 $ 35,723 $ 58,834 $ 58,003 $ 50,995
Proceeds

Contributions in Aid of 4,716 3,735 3,029 4,777 3,293
Construction”

Cash Reserves 16,643 23,656 21,160 19,301 30,536
Total $73,089 $63,114 $83,023 $82,081 $84,824

(1) Customer contributions to fund capital projects.
Source: Tacoma Power

Tacoma Power has a long-term goal to finance an average of 50% of its normal capital requirements from net
operating revenues with the balance from contributions in aid of construction received from customers and borrowed
funds. However, due to varying water conditions, the amount of the capital improvement program, and periodic cash
defeasance of outstanding Parity Bonds, the amount actually financed from net operating revenues varies from year
to year. From 2012 to 2016, Tacoma Power financed an average of 66% of its capital improvements from borrowed
funds. Tacoma Power’s policy is to fund major projects with borrowed funds.
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the City Council. The Department’s budget is presented to the Board for review and approval and then forwarded to
the City Council for approval and inclusion in the City’s budget. The Board meets twice monthly.

The Department consists of the Light Division (“Tacoma Power”), Water Division (“Tacoma Water”), and Belt Line
Railroad Division (“Tacoma Rail”). The Board has supervision and control over most Department business. In the
case of budgets, rates, bond issues, and additions and betterments to a utility system and system expansions, actions
approved by the Board must also be approved by the City Council.

The Board appoints the Director of Utilities who is the chief executive officer of the Department. The Board must
evaluate the performance of the Director annually and reappoint the Director every two years subject to
reconfirmation by the City Council with the next reconfirmation scheduled for 2017. The reappointment of the
Director has been approved by the Board and is currently pending before the City Council. William A. Gaines will
retire from the position, effective December 2, 2017. The Director, with the concurrence of the Board, has the power
to appoint division superintendents.

Utility rates and charges are initiated by the Board and adopted by the City Council, and are not subject to review or
approval by any other governmental agency. See “ELECTRIC SYSTEM CUSTOMERS, ENERGY SALES,
REVENUES AND RATES—Electric Rates.”

The City Charter provides that the revenues of utilities owned and operated by the City shall never be used for any
purposes other than the necessary operating expenses thereof, including a reasonable gross earnings tax imposed by
the City Council for the benefit of the general fund of the City, interest on and redemption of the outstanding debt
thereof, the making of additions and betterments thereto and extensions thereof, and the reduction of rates and
charges for supplying utility service to consumers. The funds of any utility may not be used to make loans to or
purchase the bonds of any other utility, department, or agency of the City. See “FINANCIAL INFORMATION—
Taxes Imposed on Tacoma Power.”

Tacoma Power - General
Tacoma Power is organized into six business units:

*  Generation operates and maintains Tacoma Power’s four hydroelectric generating projects (Cowlitz, Cushman,
Nisqually and Wynoochee) and the associated recreational facilities, fish hatcheries and other project lands.

*  Power Management manages, schedules and directs the power supply portfolio which includes Tacoma Power-
owned generation and power supply contracts. Power Management markets bulk and ancillary power supply
services, performs power trading activities, plans for and acquires conservation resources, and is responsible for
compliance with various state, regional and federal regulatory mandates.

* Transmission and Distribution plans, constructs, operates and maintains the transmission and distribution
systems including substations, the underground network system, revenue metering facilities and all overhead
transmission and distribution systems.

* Rates, Planning and Analysis plans for and manages the retail rate process, financial planning activities,
operations and capital budget development and monitoring, strategic asset management, construction project
management, strategy management, and energy risk management analysis and modeling.

e Click! Network plans, constructs, operates and maintains a hybrid fiber coaxial (“HFC”) telecommunications
network that supports the operation of Tacoma Power’s electrical transmission and distribution system, provides
retail cable TV, and wholesale high-speed Internet and data transport services to resellers.

e Utility Technology Services (“UTS”) addresses existing and emerging technology requirements essential to
managing Tacoma Power’s computing systems. This includes supporting and enhancing utility system
operations, communications, metering, cyber security, relevant smart grid applications, and the information
technology strategic planning. UTS unifies the planning, design, deployment and maintenance of operational
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2016 SUPERINTENDENT’S REPORT
TACOMA POWER

CLICK!

Financial Status

Click! Network commercial revenues declined from $27.3 million in 2015 to $26.7 million
in 2016. The retail cable TV customer base dropped 4.6 percent ending the year with
17,468 active customers, and the Internet cable modem customers served by the three
wholesale Internet Service Providers (ISPs) - Advanced Stream, Net-Venture, Inc., and
Rainier Connect, grew by .4 percent ending the year with 23,344 active customers.
Click! provided 173 broadband transport circuits to Click!’s wholesale service providers
allowing them to provide an array of telecommunication services to many businesses in
the service area. Additionally, Click! continued to provide the City of Tacoma I|-Net
services to approximately 190 sites, keeping the cost of telecommunications low for
many government entities, and also provided support for just over 15,000 gateway
power meter connections.

Cable TV Rate Adjustments

Because a final policymaker decision regarding Click! Network’s long term business
plan remained outstanding in 2016, no cable television rate increases were
implemented. Although Cable television prices continue to remain under market, the
postponement of rate adjustments contributed to the decline in revenues.

Channel Additions

During 2016, Click! Network migrated 10 networks from optional service levels to its
Broadcast package and migrated Big Ten Network and Sprout from its Sports & Family
package to its Click! ON Digital package. Three networks discontinued operations in
2016, Pivot, UWTV, and MundoMax, but TV Tacoma HD was added, bringing the total
to 376 video and 65 audio channels. Click! also added a variety of national and local
video on demand content for a total offering of over 12,000 hours of content to make the
product more competitive. Additionally, Click! added new networks to its Watch TV
Everywhere service. Click!’s cable TV customers can now enjoy watching Click! video
content from 84 networks on any of their mobile devices with an internet connection.

Website Improvements

Click! Network launched a new website in June 2016. Improvements included
streamlined navigation, responsiveness to mobile device screen sizes, enhanced TV
listings, and an online shopping cart. Click! cable television products, along with ISP
internet packages, are now prominently displayed, enabling the potential customer to
select services and submit a self-service order online.
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Customer Satisfaction Survey

Customer Satisfaction survey cards were mailed to all new cable TV customers and to
all customers who had a service related issue. Click! customer service and technicians
representatives received ratings averaging 3.7 and 3.8 respectively on a scale of 1 — 4.
In addition, a Customer Satisfaction Survey conducted on Click! Network’s behalf by
Washington State University’s Social & Economic Sciences Research Center (SESRC)
showed a mean average overall customer satisfaction score of 8.08 on a 1-10 scale.
The results revealed that customers are very satisfied with the services provided by
Click! and in particular, recognized the quality of service provided by our Sales and
Service Representatives and Service Technicians.

New Tools

Click! purchased the CPAT Flex Digital Leakage Monitoring System to address
concerns about interference from cable leakage in the aeronautical and LTE bands.
The CPAT Flex Digital Leakage Monitoring System automates the signal leakage
detection process freeing up technicians for other tasks. Since the tool is continuously
monitoring the network, signal leakage is quickly detected and repaired.

Click! also purchased the CheetahXD software to replace the former Cheetah Lite
version. The CheetahXD software helps Click! network technicians manage the HFC
network by providing end-to-end visibility across the HFC operations environment, and
enables NOC personnel to proactively isolate network problems, trace root causes,
assess potential impacts, and prioritize truck rolls by pinpointing fault and performance
issues in real-time. With CheetahXD software, HFC network assurance is simplified,
operational costs are reduced, and network performance is improved resulting in
enhanced customer satisfaction.

Spectrum Reclamation

In 2015, Click! fully converted its system from analog to digital and freed up nineteen
(19) 6 MHz channel slots. Since then, 6 of those freed up channels have been added to
the bank of downstream Internet channels to meet the growth in customers and Internet
usage. Therefore leaving 13 channels available for use.

Network Bandwidth

During 2016, Click! added NETFLIX cache servers to the local network. The addition of
these cache servers has reduced bandwidth utilization by as much as 30%. Click!
added an additional 10 Gig connection at Downtown South and Downtown North for a
total of 30 Gig potential capacity at each location. The Core routers are being upgraded
from the Cisco 7600 platform to the Cisco ASR 9912 platform. This will provide the
necessary 10 gig ports and throughput to support current and future network growth.
The Cable Modem Termination Systems (CMTS) are also being upgraded. The existing
Cisco uBR 10000 series CMTSs are going to be replaced with new Cisco cBR-8
CMTSs. The first set of Cisco cBR-8 CMTSs were purchased during 2016. These will
support DOCSIS 3.1 Gigabit services and provide higher port and bandwidth capacity
for meeting bandwidth demands and subscriber growth.
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TO: Jeff Lueders
FROM: Pam Burgess
DATE: 2/28/2019

SUBJECT: Click! Network 2018 Cable TV Annual Report

The following information constitutes Click! Network’s 2018 Annual Cable TV Report, as required in Section
9.2 of Ordinance No. 27846. The data is accurate as of yearend 2018.

A. Gross Revenue Report (attached)

B. Summary of activities within the Tacoma city limits:

o Total customers for each general category of service:

- Broadcast: 11,774
- Standard: 9,522
- Digital: 3,233
- Premium: 2,095

Number of homes passed: 84,554

Total miles of cable plant: 912.88

Miles of overhead plant: approximately 71% = 648.55

Miles of underground cable plant: approximately 29% = 264.34
Other system facilities and equipment constructed:

During 2018, 4,962 radio frequency leaks were detected and resolved, resulting in reduced interference
and improved service performance. An annual fly-over test to assess the system’s signal leakage in the
aeronautical band was performed in March, resulting in a finding that 99.87% of points passed were within
the required tolerance of signal egress.

In 2018, Click! deployed fiber-to-the-premises (FTTP) technology for new plant extension as it is the state
of the art technology for modern network architecture and enables reliable and cost efficient delivery of
Gigabit internet services. FTTP is currently deployed in The Knolls, a 165 lot subdivision located in
University Place. Two multiple dwelling units in Tacoma are currently under construction and being
wired for FTTP exclusively. It is anticipated these complexes will be occupant-ready in the 1% quarter of
2019. Internet services delivered over FTTP will be symmetrical with same download and upload speeds
ranging from 250 Mbps to 1000 Mbps.

Several multiple dwelling unit complexes of under 100 units each were wired for Click! service delivery
in 2018. One complex of note was Stadium Apartments, a 147-unit complex that is providing internet
access directly through a commercial Ethernet connection over the Click! network.
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

OPERATING REVENUES

Sales of Electric Energy
Other Operating Revenue

Click! Network Operating Revenue

Total Operating Revenue

OPERATING EXPENSES

TACOMA POWER

YEAR ENDED DECEMBER 31,

2018

2017

(As Restated)

$411,393,120
18,539,960
25,358,403

$401,631,506
18,192,038
26,519,861

455,291,483

446,343,405

Operations
Purchased and Interchanged Power ....._.......... 134,618,445 135,822,340
Generation . ... ... eee e 16,241,304 23,118,677
TransmisSsSION ... e e e 29,394,316 27,562,757
Distribution ... ... 15,781,781 19,675,524
Other .. 20,140,445 20,077,132
Maintenance . ... ... e e 31,200,935 30,074,370
Telecommunications Expense .. ... ... ... .. .. -.--.. 22,791,699 25,309,470
Administrative and General . ... _ ... ... .. ... ...... 43,716,689 43,377,927
Depreciation ... ..o a e 53,869,012 57,231,313
1= 0 (T 21,486,970 20,755,847
Total Operating Expenses ... .. ... .. ... .....-. 389,241,596 403,005, 357
Net Operating Income .. ... .. . ... .. o o--..-. 66,049,887 43,338,048
NON-OPERATING REVENUES (EXPENSES)
Interest Income .. ... ... ... i i 3,719,705 2,251,477
Contribution to Family Need ._...__ ... _.__._._...._.. (100,000) (100,000)
L o 1= 1,776,333 (1,534,389)
Interest on Long-Term Debt (Net of AFUDC)....... (18,834,946) (18,209,650)
Amortization of Debt Premium ...... .. ... ........ 1,615,670 4,132,856
Total Non-Operating Expenses.......... ... .... (11,823,238) (13,459,706)
Net Income Before Capital Contributions
and Transfers . ... ... i 54,226,649 29,878,342
Capital Contributions
Cash . e a e 8,771,749 8,806,311
Donated Fixed Assets . ... ... immmeaaaaaannn 618,713 149,323
BABs and CREBs Interest Subsidies ......_........... 3,824,135 3,687,700
Transfers
City of Tacoma Gross Earnings Tax .............. (34,384,956) (34,141,875)
CHANGE IN NET POSITION ... i e i e e e eeeee e 33,056,290 8,379,801
TOTAL NET POSITION - BEGINNING OF YEAR . ._.......... 830,375,494 821,995,693
TOTAL NET POSITION - END OF YEAR . ... ... . ........ $863,431,784 $830,375,494

The accompanying notes are an integral part of these financial statements.
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CITY OF TACOMA, WASHINGTON
DEPARTMENT OF PUBLIC UTILITIES
TACOMA POWER

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2018 AND 2017

NOTE 1 OPERATIONS

OPERATIONS OF TACOMA POWER - The Light Division, doing business as Tacoma Power
(Tacoma Power or the Division), is a division of the City of Tacoma, Washington (the City),
Department of Public Utilities (the Department) and is included as an enterprise fund in the
Comprehensive Annual Financial Report (CAFR) of the City. The Department consists of
Tacoma Power, Tacoma Water and Tacoma Rail and is governed by a five-member Public
Utility Board (the Board) appointed by the City Council. Certain matters relating to utility
operations, such as system expansion, issuance of bonds and setting of utility rates and
charges, are initiated and executed by the Board, but also require formal City Council approval.
Tacoma Power owns and operates the City's electrical generation and distribution facilities and
telecommunication infrastructure. Tacoma Power serves approximately 178,000 of retail
customers and has 813 employees. Tacoma Power is organized into six business units:
Generation, Power Management, Transmission and Distribution, Rates, Planning and Analysis,
Click! Network, and Utility Technology Services.

GENERATION operates four hydroelectric generating projects (Cowlitz, Cushman, Nisqually
and Wynoochee) and the associated recreational facilities, fish hatcheries and other project
lands.

POWER MANAGEMENT manages the power supply portfolio, markets bulk and ancillary power
supply services, schedules and dispatches division-owned generation and contract power
supplies and performs power trading and risk management activities. Revenues and the cost of
electric power purchases vary from year to year depending on the electric wholesale power
market, which is affected by several factors including the availability of water for hydroelectric
generation, marginal fuel prices and the demand for power in other areas of the country.

TRANSMISSION AND DISTRIBUTION plans, constructs, operates and maintains the
transmission and distribution systems including substations, the underground network system,
supervisory control and data acquisition (SCADA) systems, revenue metering facilities and all
overhead transmission and distribution systems. Electricity use by retail customers varies from
year to year primarily because of weather conditions, customer growth, the economy in Tacoma
Power’s service area, conservation efforts, appliance efficiency and other technology.

RATES, PLANNING AND ANALYSIS plans for and manages the retail rate process, financial
planning, analysis and modeling, budget strategies, the capital program and risk management.

CLICK! NETWORK plans, constructs, operates and maintains a hybrid fiber coaxial (HFC)
telecommunications network that supports the operation of Tacoma Power's electrical
transmission and distribution system, provides retail cable TV and wholesale high-speed
Internet services to residential and business customers, and data transport services to retail
customers.

UTILITY TECHNOLOGY SERVICES (UTS) maintains communication networks, operational
and informational technology systems, and related equipment and infrastructure to optimize
utility operations and improve reliability and service quality. This includes a Project Management
Office that establishes and leads Tacoma Public Utilities Information Systems project
governance process and implements project portfolio management tools. UTS is responsible for
all matters related to Tacoma Power's compliance with North American Electric Reliability
Corporation (NERC) Reliability Standards, maintains overall responsibility for the NERC
Reliability Standards and manages Tacoma Power’s Internal Reliability and Compliance Project.
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City of Tacoma
Office of the City Clerk

Tacoma
== = S

CERTIFICATE OF CITY CLERK

[, Doris Sorum, City Clerk of the City of Tacoma, Washington, do hereby
certify that the attached is a full, true and correct copy of Substitute Resolution
No. 33668 adopted by the City Council on April 8, 1997.

Dated this 15" day of January 2020.

733 Market Street, Room 11 U Tacoma, Washington 98402-3701 & (253) 591-5505 W Fax (253) 591-5300
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SUBSTITUTE

RESOLUTION NO. 33665

WHEREAS the City of Tacoma, Department of Public Utilities, Light

Division desires to: (1) develop a state-of-the art fiber optic éystem to
support enhanced electric system control, reliability and efficiency; (2)
develop capability to meet the expanding telecommunications requirements
in an evolving competitive electric market, the most critical of which is real-
time, two-way interactive communications with individual energy consumers,
(3) create greater revenue diversification through new business lines (i.e.
internet transport, cable TV, etc.), (4) enhance traditional products and
services, and (5) maximize return on Light Division assets, and

WHEREAS these desired capabilities can be provided with a broad
band telecommunications system for all of the Light Division’s service area,
and

WHEREAS a broad band telecommunications system will have
available capacity for future City Light Division needs and will also have the
capacity to provide telecommunications services for data transport, high
speed internet access, full cable television service, and other uses, and

WHEREAS the Light Division has retained consultants to review and
analyze the feasibility of a broad band telecommunications system for the
Light Division's service area, and a business plan has been prepared for
this purpose (copies are on file with the Clerk), and

WHEREAS the cost of constructing, installing and commencing to
operate a broad band telecommunications system will be approximately $65
million dollars, but the benefits to the Light Division, the City and the Light

Division customers are projected to exceed and justify the initial cost, and




WHEREAS the City Council and Public Utility Board will continue to be
involved in the future decision-making on this proposal including construction
contracts and debt financing approvals, quarterly reviews on-the project
direction during the startup period, approval of agreements for use of City
rights-of-way for telecommunications purposes which agreements will (to the

extent required by law or City Council) treat the Light Division substantfally

S Si[fn‘ilar to other franchises that the City grants for similar businesses, and

WHEREAS the City Council hereby finds and determines that the

Light Division’s proposal for a broad band telecommunications system is in

the best interests of the City, wjll serve a public purpose, and should be
approved and implemented; Now, therefore,
BE IT RESOLVED BY THE COUNCIL OF THE CITY OF TACOMA:
That the Council hereby finds and determines that the City Light
Division’s broad band telecommunications proposal is in the best interests
of the City, will serve a public purpose and that the said Business Plan is

sufficient and adequate, therefore, the Council hereby approves the Light

"-Division’s proposal including the Business Plan and the Department of

Public Utilities, Light Division is hereby authorized to proceed to implement

said proposal for a broad band telecommunications system, and

That the proposed broad band telecommunications system shall be
owned, operated and controlled by the City of Tacoma Department of Public
Utilities Light Division with the Public Utility Board providing oversight and
approval of business and third party agreements, as appropriate under the
City Charter, Tacoma Municipal Code and other applicable laws, and the City

Council shall continue to be invoived in the major policy decisions including
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construction contracts, rate setting policies, debt financings, the public

rights-of-way use for telecommunications agreements and quarterly reviews.

Adopted APR 0 8 1997

T s

Mayor
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Attest. City Clerk

Approved as to form & legality:

-

P

Assistant City Attorney

Requested by Public Utility
Board Resolution No. U-9258
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il OR RESOLUTIGN™
Ordinance #;

Tacoma _

I Resolution #:

Date;:  March 20, 1997 _
Sponsored By Phone/Extension

Requesting Department/Division/Program -
Tacoma Public Utilities/Light Division

Phone/Extension

Contact Person (for questions}:
502-8203

Steven J. Klein
Preparation of Resolution is requested for the City Council meeting of Tuesday April 8, 1897

Summary Title/Recommendation: (A concise sentence, as it will appear on the Council Agenda)

Authorize the development of a broad band telecommunications network to improve electric utility service and improve the
telecommunications infrastructure available to the community. This would include the business plan for a broad band
telecommunications system and the implementation of the telecommunications system.

Background Information/General Discussion: (Why is this request necessary? Are there legal requirements? What are the
viable alternatives? Who has been involved in the process?)

The Light Division has undertaken an extensive telecommunications study that includes market research, telecommunications
industry analysis, an examination of the regutatory environment and research on similar activities in other municipalities. Itis
projected that the cost for the construction and installation of this system will be approximately $55 million to construct, plus

more than $10 million for startup operations. However, the Light Division believes that the overall benefits to the City, the Light

Division and its customers will exceed the projected costs,

In addition to the benefits to the Light Division that the system would deliver through improved communication abilities, the
system will aiso have the ability to transport data, provide high speed Internet access and deliver full cable television service.

7. Financial impact: (Future impact on the budget.)

list all material available as backup information for the request and indicate where filed:
Location of Document ™y 58

8.
Source Documents/Backup Material
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~
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If an expenditure, is it budgeted? D Yes D No Where? Org #
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[ i TACOMA PUBLIC UTILITIES |
CERTIFICATE

|, Charleen Jacobs, do hereby certify that | am the Clerk of the Public Utility
Board of the City of Tacoma, and that record and maintain custody of the
official records and minutes of the Public Utility Board.

| further certify that the attached is a full, true, and correct copy of Amended
Substitute Resolution U-9258 dated April 9, 1997.

In witness whereof, | have set my hand this 16 day of January 2020.

Charleen Jacobs

Clerk, Public Utility Board
Tacoma Public Utilities

City of Tacoma, Washington

Attachment

State of Washington
County of Pierce

Subscribed and sworn to before me this 16 day of January 2020.
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57 \NOTARY % 7%
507 et gzg Deborah D. McLellan
? m"" PUBLC __5?:: Notary Public in and for the _
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AMENDED

RESOLUTION NO.SUBSTITUTE

U-9258

WHEREAS the City of Tacoma, Department of Public Utilities,
Light Division desires to: (1) develop a state-of-the-art fiber optic system
to support enhanced electric system control, reliability and efficiency;
(2) develop capability to meet the eX'panding telecommunications
requirements in an evolving competitive electric market, the most critical of
which is real-time, two-way interactive communications with individual
energy consumers, (3) create greater revenue diversification through new
business lines (i.e. internet transport, cable TV, etc.), (4) enhance

traditional products and service, and (5) maximize return on Light Division
assets, and -

WHEREAS these desired capabilities can be provided with a broad

band telecommunications system for all of the Light Division’s service area,
and

WHEREAS a broad band telecommunications system will have
available capacity for future Light Division needs and will also have the
capacity to provide Telecommunications services for data transport, high

speed internet access, full cable television service, and other uses, and

WHEREAS the Light Division has retained consultants to review
and analyze the feasibility of a broad band telecommunications systems for
the Light Division's service area, and a business plan has been prepared

for this purpose (copies are on file with the Clerk), and

WHEREAS the cost of constructing, inst‘alling.and commencing to
operate a broad band telecommunications system will be approximately
$65 million dollars, but the benefits to the Light Division, the City and the

Light Division customers are projected to exceed and justify the initial cost,
and
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 BE ITRESOLVED BY THE PUBLIC UTILITY BOARD OF THE GITY OF TACOMA:
14

WHEREAS the Crty Councrl ‘andPoblio”Utiiity Board will continue

- to be involved in the future decision -making on this proposal including
- .construction contracts, and debt: flnancrng approvals quarterty reviews on

- ‘the project drrectron during the startup perrod approval of agreements for

use of City rrghts-of—way for telecommunrcatrons purposes Wthh

'Iar to other franchlses that the Crty grants

R »';»:,\:' K

WHEREAS the Pubhc Utrhty Board hereby finds and determrnes

that the Light Drvrsron s proposal for a broad band telecommumcatrons

system is in the best rnterests of the City, will serve as a public purpose,

and should be approved and implemented; Now, therefore,

That the Board hereby approves the Light Division's proposal i
including the Business Plan ,fo’rf'a_ broad band telecommunications system,
and the Board recommends that the City Council approve a resolution to
authorize the Light Division to proceed to implement said proposal for a
broad band telecommunications system, and the Board recommends that
the City Coungil continue to be. involved inthe major policy decisions o

mcludtng construction contracts rate settrng polrcnes debt flnancrngs the

pubhc nghts of-way use agreements for telecommunrcatrons and quarterly'

reviews. © . .. .. BT

Approved as to form &legality: DarYl Hedman ,

R I A s Charrman i
@8 Karav1tls_ Snn ‘&lg%b{cis o /

' AssrstantCrtyAttorney L Secretary . /

'Lydlaf Stevenson . i iue s o Adopted_April-9, 1997%\'
Clerk -
569d(a)
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SUBSTITUTE

RESOLUTION NO. ;3

WHEREAS the City of Tacoma, Department of Public Utilities, Light

Division desires to: (1) develop a state-of-the art fiber optic system to
support enhanced electric system control, reliability and efficiency; (2)
develop capability to meet the expanding telecommunications requirements
in an evolving competitive électric market, the most critical of which is real-
time, two-way interactive communications with individual energy consumers,
(3) create greater revenue diversification through new business lines (i.e.
internet transport, cable TV, etc.), (4) enhance traditional products and
services, and (5) maximize return on Light Division assets, and

WHEREAS these desired capabilities can be provided with a broad
band telecommunications system for all of the Light Division's service area,
and

WHEREAS a broad band telecommunications system will have
available capacity for future City Light Division needs and will also have the
capacity to provide telecommunications services for data transport, high
speed internet access, full cable television service, and other uses, and

WHEREAS the Light Division has retained consultants to review and
analyze the feasibility of a broad band telecommunications system for the
Light Division's service area, and a business plan has been prepared for
this purpose (copies are on file with the Clerk), and

WHEREAS the, cost of constructing, installing and commencing to
operate a broad band telecommunications system will be approximately $65
million dollars, but the benefits to the Light Division, the City and the Light

Division customers are projected to exceed and justify the initial cost, and



WHEREAS the City Council and Public Utility Board will continue to be
involved in the future decision-making on this proposal including construction t

contracts and debt ﬂnancnng approvals quarterly reviews on-the prolect

direction- durlng the startup penod approval of agreements for use of Clty

.1 rights-of-way for telecommunications purposes which agreements will (to the
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* extent required by. law or City Council) treat the nght Division substantlally

similar to other franchises that the Clty grants for similar businesses, and
WHEREAS the City Councxl hereby finds and determines that the”
Light Division’s proposal for a broad band telecommunications system is'in

the best interests of the City, will serve a public purpose, and should be

. approved and implemented; Now, therefore,

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF TACOMA: %

“That the Council hereby finds and determines that the City Light
Division's broad band telecommunications proposal is in the best interests
of the City, will serve a public purpose and that the said Business Plan is
sufficient and adequate, therefore, the Council hereby approves the Light
Division's proposal including the Business Plan and the Department of
Public Utilities, Light Division ie hereby authorized to proceed to implement
said proposal for a broad band telecommunications system, and - -

That the proposed broad band telecommunications system shall be

- owned, operated and controlled by the City of Tacoma Department of Public
.-Utilities Light Division with the Public Utility Board providing oversight and

- approval of business and third party agreements, as appropriate under the

City Charter, Tacoma Municipal Code and other applicable laws, and the City ‘{

g

Council shall continue to be involved in the major policy decisions including

e
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construction contracts, rate setting policies, debt financings, the public

rights-of-way use for telecommunications agreements and quarterly reviews.

[ — - —

Mayor

Attest: City Clerk

Approved as to form & legality:

 Assistant City Attorney

Requested by Public Utility
Board Resolution No. U-9258
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F!EEES()I_lJ'FIC)Pi Pi() U49258

- WHEREAS the City of Tacoma, Department of Public Utllltles'
Light Division desires to: (1) develop a state-of-the-art fiber optic

technology to support enhanced electric system control, reliability and;

telecommunlcatlons requirements in an evolving competitive electric °

cable TV, .etc.), (4) enhance traditional products and service, and (8)

0ad

WHEREAS these desrred capabllltles can be provrded with & cea
a H

band telecommumcatlons system for all of the Lrght Drvxsmn S ser‘llOe
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WHEREAS a broad band telecommunications system wrll V‘av'
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available capacity for future Light Division needs and will also have th ’gh'
i
capacity to provide Telecommunications services for data transpol’t “ d
speed internet access, full cable television service, and other uses: .
ovie¥
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Request for Board meeting CITY OF TACOMA

DEPARTMENT OF PUBLIC UTILITIES %, 7,2 5 <

of March 26, 2997 7 REQUEST FOR RESOLUTION Date: March 19, 1997
INSTRUCTIONS: File request in the Office e bt

m

of the Director of Utilities as soon as possiBl;, but not later than nine workingid;ys prior to
“-Board meeting at which it is to be introduced. Completion instructions
] -2 10 bE Introducec

leti s are contained in Administrative Policy POL-104.
1. Summary title for Utility Board agenda: (not to exceed twenty-five words)

Authorize the development: of a broad band telecommunications network to improve electric utility service and improve
the telecommunications infrastructure available to the community.

2. Aresolution is requested to: (
Approve the Light Division’s p
authorize the Light Division to

brief description of action to be taken, by whom, where, cost, etc.)

roposal including the business plan for a broad band telecommunications system and
proceed to implement the telecommunications system.

The Light Division projects that the cost for the construction a
approximately $55 million dollars to construct, plus mo
Light Division believes that the overall benefits to the
projected costs.

nd installation of this telecommunications system will be
re than $10 million dollars for startup operations. However, the
City, the Light Division, and its customers will exceed the

e

3. Summarized reason for resolution:

The Light Division has undertaken an extensive telecommunications study that includes market research, _

| telecommunications industry analysis, an examination of the regulatory environment, and research on similar activities
in other municipalities. Presentations have been made to neighborhood councils, chambers of commerce, local

economic development groups, and the Tacoma Public School Board. A public hearing on the proposed

telecommunications system was held by the Public Utility Board on March 12, 1997, and another public hearing was

;Vlheld by the City Council on March 18, 1997. Information summarizing the Telecommunications study and our
-recommendations was made available at the presentations and public hearings.

In addition to the benefits to the Light Division that the s
abilities, the system will also have the abilit
cable television service.

ystem would deliver through improved communications
y to transport data, provide high speed Internet access, and deliver full

4. Attachments:
Cooa. Letter to the Public Utility Board and City Council from Mark Crisson

5. X] Funds available

6. Deviations requiring special waivers: & None

“~inated by:

| " Re%yz\ ' Approved:
= Thog: T

. 7 — -~
Section Head / / Divis}én Head rfv{\Dirgctor of Utilities
' v - v - o

REQRES.DOG



. Tacoma } Mark Crisson
Public Director
Utilities

3628 South 35th Street
P.O. Box 11007

Tacoma, WA 98411-0007
Divisions

Light

Water

March 20, 1997 Belt Line

To the Chairman and Members of the Public Utility Board and
To the Mayor and Members of the City Council

REsoLuTiON No. U-

RECOMMENDATION

The Light Division requests approval by the Public Utility Board and the City Council to
develop a broad band telecommunications network as described in the Light Division
Telecommunication Study. This action authorizes project implementation and the
initiation of design and contract specifications. The Light Division will bring subsequent
requests for construction contract and debt issuance approval to the Public Utility Board

and City Council as the project progresses. Both policy bodies will also be periodically
advised of project status during the development process.

BACKGROUND

In preparation for this request, the Light Division has undertaken an extensive
telecommunications study that includes market research, telecommunications industry
analysis, an examination of the regulatory environment, and research on similar
activities in other municipalities. Staff has made presentations to neighborhood

councils, chambers of commerce, local economic development groups, the Tacoma Port
Commission, and the Tacoma Public School Board. Two joint Public Utility Board/City
Council study sessions were held. A public hearing on the proposed
telecommunications system was held by the Public Utility Board on March 12, 1997, and
another public hearing was held by the City Council on March 18, 1997. Information

summarizing the Telecommunications study and our recommendations was made
available at the presentations and public hearings.

The Light Division estimates the cost of this telecommunications system will be
approximately $55 million dollars for construction and installation, plus more than $10 ~
million dollars for startup operations. The business plan indicates excellent financial
potential even under conservative revenue and market penetration assumptions. We
recognize the plan’s projections are no guarantee of success, but we think the project
risks are manageable and justified given the project benefits. These benefits include:



Public Utility Board and City Council
March 20, 1997
Page 2

* Improves electric service by enabling distribution system automation, market
access, and real-time, interactive communication with customers

» Provides better telecommunications and cable television service sooner and
cheaper than other providers will deliver

» Significantly enhances regional economic development and quality of life by
creating state-of-the-art telecommunications infrastructure and providing it to
all businesses and residences throughout the community

» Creates opportunities for public private partnerships in the wholesale leasing
of system capacity to retail telecommunications service providers

» Provides additional revenue to the Light Division and General Government
through expansion of the market for telecommunications services

SUMMARY

The proposed telecommunications system will strengthen the Light Division's
competitive position in the electric power industry through the provision of enhanced
electric and telecommunication services to alf Light Division customers. This system will
serve a public purpose and is in the best interests of the City.

Very truly yours,

L]

Mark Crisson

Director of Utilities



| [ o REQUEST FOR ORDINANCELD-CLERK USE
.ﬁl"“ \Y

e S st #
\) - OR RESOLUTIGN™
nUR? Wua Resalution #:
1. Date:  March 20, 1897
Requesting Department/Division/Program Sponsored By Phone/Extension
2. Tacoma Public Utilities/Light Division
Contact Person (for questions): Phone/Extension
3. Steven J. Klein 502-8203
4. Preparation of Resclution is requested for the City Counci} meeting of Tuesday April 8, 1997
S. Summary Title/Recommendation: (A concise sentence, as it will appear on the Council Agenda)
Authorize the development of a broad band telecommunications network to improve electric utility service and improve the
telecommunications infrastructure available to the community. This would include the business plan for a broad band
telecommunications system and the implementation of the telecommunications system.
8. Background Information/General Discussion: (Why is this request necessary? Are there legal requirements? What are the
viable alternatives? Who has been involved in the process?)
The Light Division has undertaken an extensive telecommunications study that includes market research, telecommunications
industry analysis, an examination of the regulatery environment and research on similar activities in other municipalities. Itis
N projected that the cost for the construction and installation of this system will be approximately $55 million to construct, plus
} more than $10 million for startup operations. However, the Light Division believes that the overall beneﬁ;s to the City, the Light
Division and its customers will exceed the projected costs.
In addition to the benefits to the Light Division that the system would deliver through improved communication abilities, the
system will also have the ability to transport data, provide high speed Internet access and deliver full cable television service.
7. Financial impact: (Future impact on the budget.)
8. List all material available as backup information for the request and indicate where fileq:
Source Documents/Backup Material * Location of Document
Letter to the Public Utility Board and City Council from Mark  Attached
Crisson dated March 20, 1997
9.

Funding Source: (Enter amount of funding from each source)

Fund Number & State $ City $ Other $ Total Amount
Name: ’
If an expenditure, is it budgeted? D Yes D No Where? Org # Acct #

-Gity-ManagerDirector Utilities Approval

;o Ve 4
! . W—‘ Approved as to Availability of Funds
10, i ility Division Approval Director of Finance
V/a

FIOftSys\Template\REQORD.DOC

320197

Office Systemspt



Tacoma . Mark Crisson
Public . - Director ’ :
Utilities

3628 South 35th Street

P.O. Box 11007

Tacoma, WA 38411-0007
Divisions

Light

Water

Belt Line

March 20, 1997

To the Chairman and Members of the Public Utility Board and
To the Mayor and Members of the City Council

RESOLUTION No. U- 9258

RECOMMENDATION
The Light Division requests approval by the Public Utility Board and the City Council to
develop a broad band telecommunications network as described in the Light Division
Telecommunication Study. This action authorizes project implementation and the
initiation of design and contract specifications. The Light Division will bring subsequent
requests for construction contract and debt issuance approval to the Public Utility Board
and City Council as the project progresses. Both policy bodies will also be periodically
. advised of project status during the development process.

BACKGROUND

In preparation for this request, the Light Division has undertaken an extensive
telecommunications study that includes market research, telecommunications industry
analysis, an examination of the regulatory environment, and research on similar
activities in other municipaliities. Staff has made presentations to neighborhood
councils, chambers of commerce, local economic development groups, the Tacoma Port
Comrission, and the Tacoma Public School Board. Two joint Public Utility Board/City
Council study sessions were held. A public hearing on the proposed
telecommunications system was held by the Public Utility Board on March 12, 1997, and
another public hearing was held by the City Council on March 18, 1997. Information
summarizing the Telecommunications study and our recommendations was made
available at the presentations and public hearings.

The Light Division estimates the cost of this telecommunications system will be
approximately $55 million dollars for construction and installation, plus more than $10
million dollars for startup operations. The business plan indicates excellent financial
potential even under conservative revenue and market penetration assumptions. We
recognize the plan’s projections are no guarantee of success, but we think the project
risks are manageable and justified given the project benefits. These benefits include:

«7



‘{4

Public Utility Board and City Council
March 20, 1997

Page 2

SUMMARY

Improves electric service by enablfing distribution system automation, market
access, and real-time, interactive communication with customers

Provides better telecommunications and cable television service sooner and
cheaper than other providers will deliver

Significantly enhances regional economic development and quality of life by
creating state-of-the-art telecommunications infrastructure and providing it to
all businesses and residences throughout the community

Creates opportunities for pubiic private partnerships in the wholesale leasing
of system capacity to retail telecommunications service providers

Provides additional revenue to the Light Division and General Government
through expansion of the market for telecommunications services

The proposed telecommunications system will strengthen the Light Division’s
competitive position in the electric power industry through the provision of enhanced
electric and telecommunication services to afl Light Division customers. This system will
serve a public purpose and is in the best interests of the City.

Very fruly yours,

9 B

Mark Crisson
Director of Utilities
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SUBSTITUTE

RESOLUTION NO. u-9258

WHEREAS the City of Tacoma, Department of Public Utilities,
Light Division desires to: (1) develop a state-of-the-art fiber optic
technology to support enhanced electric system control, reliability and
efficiency; (2) develop capability to meet the expanding
telecommunications requirements in an evolving competitive electric
market, the most critical of which is real-time, two-way interactive
communications with individual energy consumers, (3) create greater
revenue diversification through new business lines (i.e. internet transport,
cable TV, etc.), (4) enhance traditional products and service, and (5)

maximize return on Light Division assets, and

WHEREAS these desired capabilities can be provided with a broad
band telecommunications system for all of the Light Division’s service area,

and

WHEREAS a broad band telecommunications system will have
available capacity for future Light Division needs and will also have the
capacity to provide Telecommunications services for data fransport, high

speed internet access, full cable television service, and other uses, and

WHEREAS the Light Division has retained consultants to review
and analyze the feasibility of a broad band telecommunications systems for
the Light Division’s service area, and a business plan has been prepared

for this purpose (copies are on file with the Clerk), and

WHEREAS the cost of constructing, installing and commencing to
operate a broad band telecommunications system will be approximately
$65 million dollars, but the benefits to the Light Division, the City and the
Light Division customers are projected to exceed and justify the initial cost,

and
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WHEREAS the City Council and Public Utility Board will continue
to be involved in the future decision-making on this proposal including
construction contracts, and debt financing approvals, quarterly reviews on
the project direction during the startup period, appro{fal of agreements for
use of City rights-of-way for telecommunications purposes which
agreements will (to the extent required by law) treat the Light Division
substantially similar to other franchises that the City grants for similar

businesses, and

7 WHEREAS the Public Utility Board hereby finds and determines
gi the Light Division’s proposal for a broad band telecommunications

- ,,:s%tem is in the best interests of the City, will serve as a public purpose,

and should be approved and implemented; Now, therefore,

BE IT RESOLVED BY THE PUBLIC UTILITY BOARD OF THE CITY OF TACOMA:
That the Board hereby approves the Light Division’s proposal
including the Business Plan for a broad band telecommunications system,
and the Board recommends that the City Council approve a resolution to
authorize the Light Division to proceed to implement said proposal for a
broad band telecommunications system, and the Board recommends that

the City Council continue to be involved in the major policy decisions

-+ :including construction contracts, debt financings, the public rights-of-way

use agreements for telecommunications and quarterly reviews.

Approved as to form & legality:

Chairman

Chief Assistant City Attorney Secretary

Adopted

. Clerk




EXHIBIT 10 (b)



Telecommunications Study

by Tacoma City Light

Tacoma City Council
Public Utility Board
Joint Study Session
February 18, 1997

Why should a Publicly Owned Electric
Utility be involved in Telecommunications?

« Board initiated RFP process in 1995

e Enhanced Telecommunication capability vital to the
Utility i order to contirue to improve setvice and
provide choice to customers in rapidly changing
gnvironmernt.

« ltvestient in the community that provides a pathway
to choice and competition.

« Over 100 years ago, Tacoma touk steps to improve
vital infrastructure to better serve our citizens.



Key Operational Advantages to
Tacoma City Light

» Electric system control and outage reporting
— Savings to Tacoma City Light
— Savings to customers

o Electric system performance monitoring and
preventive maintenance

* Providing interactive communication link to
customers

Telecommunications Study Team

« Bruce Campbell, Metro Utility Communications Group
 F. Paul Carlson, Ph.D., Metropolitan Communications Consultants
¢ Linda Dethman, Dethman & Associates
e Stuart Hauser, Metro Utility Communications Group
'+ Peggy sue Heath, A.B.D., APEX Business Solutions
» Sandy Hunt, Ph.D., APEX Business Solutions
+ Richard C. T. Li, P.E., Metropolitan Communications Consultants
e Bruce Mann, Ph.D., University of Puget Sound
« Catherine Rudolph, APEX Business Solutions
» Susan V. Marr, Metro Utility Communications Group
 Gene Starr and the research team at Market Data Research _
« Staff team: Chandra Enos, Lisa Steadmon, and Steve Roberts, P.E.

e



Telecommunications Study
Brief Review of Part One

Telecommunications technology

Telecommunication companies

Regulation: Federal, State, and Local

Other cities and communities

Local telecommunications history

Existing telecommunications options in our
local communities

Business Market Research

Survey of 200 businesses:

— representing $5 billion in revenue & 25,000 jobs

— average of three locations in greater Tacoma area
Importance of telecommunications links

— 74% say links are extremely important to their success

— 62% reported that a link being out one day would cause serious
harm to their business; 20% said that it would shut them down

61% of businesses use Internet (but with limited access)
14% of employees telecommute (increasing to 18% in 2yr)
Limited Experience with High Speed Lines

— Two-thirds were not familiar with ISDN lines or T-1 lines



Support for Tacoma City Light
Telecommunications System

To what degree do you support Tacoma City Light building this new

B80%

B80%

TO%

80%

S50%

40 %

30%

20%

10%

0%

comimnunications system to improve service to customers?

e

v

conomic Development Impacts

Market trends
— Change in economic base
— Downtown development activities

Business Environment

Telecommunications needs

— Development activities at military bases
— The expanding health services industry
— Professional & financial services

— Port of Tacoma



The Telecommunications System

* Multiple fiber optic rings running through
out Tacoma City Light’s service area

—Secure and redundant fiber optic system

— SONET electronics

* Fiber rings support two-way 750MHz
Hybrid Fiber Coax system in residential
areas reaching all homes

Public-Private Telecommunications Services

Wholesale data and telephony transport on the fiber optic SONET system

- Available on a non-discriminatory basis to
» other carriers (both iocal and long distance companies)
~ for switched services and dial tone
+ local value added service providers

— who would customize these high speed lines for businesses that do not
maintain a telecommunications staff

* local businesses that have the technical expertise to use the lines themselves

High speed Internet data transport for homes and small businesses in
partnership with Internet Service Providers (ISPs)

— Light Division transports the data, the [SPs do all the rest
Full cable television service direct to local homes by Tacoma City Light



Data Transport for Internet Access

10,000

9,000

8,000 -

7,000 -

8,000 -

5,000 4

Speed, in kbps

4,000 ]

3,000

2,000

1,000 4

Contacts with Private Service Providers

 Discussions with a number of private service providers
about system options

* Video Providers
— Talks were not particularly productive, the closest was:
* Private would provide programming, advertising & billing
but would not assume any system financial risk
* Tacoma City Light would provide everything else
including maintenance, cable installation, money, and
name
 Other providers do want to make use of transport
services to facilitate delivering other services

— Sprint Spectrum
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Revenue Projections
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Taxes and Fees

Inside Each Franchise Jurisdiction

« Franchise fee (5%) or Institutional Network
e Video gross earnings tax (8.32% in Tacoma)

 Telephone & data transport gross earnings
tax (6% in Tacoma)

Outside the City of Tacoma

e Gross Earning Tax of 6% to City of Tacoma on
revenues earned outside the Tacoma City Limits

Note: Pricing in financials is inclusive of all taxes and fees

Benefits

« Improves Tacoma City Light's competitive position by providing its utility
customers with additional services not available from competitors

« Provides a platform for implementing electric system distribution
automation, market access, and real-time communication with customers

« Provides better telecommunications and cable television service sooner and
cheaper than other providers will deliver

« Provides high speed, low cost transport between Internet Service Providers
and homes & small businesses that can’t afford dedicated digital lines

- Significant tool for regional economic development by creating a high-tech
telecommunications infrastructure

« Additional revenue to Tacoma City Light and subsequently to the General
Fund through expansion of the market for telecommunications services and
the 6% gross earnings tax on Light activities outside the City of Tacoma
(40% of projected telecommunications revenue)



A Short
Window of Opportunity

Current conditions are uniquely supportive of the creation of a modern
telecommunications infrastructure in the Tacoma area

~ US WEST continues to stall on resale leaving the long distance carriers looking for
a way to provide local service (they can not afford to build these local systems
quickly themselves)

- US WEST is pushing Internet Service Providers of access fees for existing system

- DBS has not yet had time to significantly penetrate the local video market despite
TCI's limited local offerings

— TCI has not yet implemented it digital set top box one-way “quick fix”

Delay will shrink the residential video market which supports this build

~ Once someone invests in a DBS system they are lost as a significant revenue
producer (not only for video sales purposes but also for tax purposes)

Delay may limit the business market as a small number of large users:
— Invest in their own single user systems, or
~ Are targeted by CAPs that serve limited geographic areas

RISK FACTORS

Fail to provide excellent service at a competitive price.
Fail to operate as a competitive business

Fail to gain market share

Fail to move quickly and aggressively

Incumbent providers competitive response
Community support disintegrates

Construction and O&M costs substantially exceed
estimates

Worst Case Scenario



TELECOMMUNICATIONS PROJECT PRINCIPLES

» The primary purposes for the Light Division financing,
constructing and operating a broadband telecommunications
system shall be as follows:

— Provide a state-of-the-art fiber optic technology to support |
enhanced electric system control, reliability and efficiency.

— Provide capability to meet the expanding
telecommunications requirements in an evolving competitive
electric market, the most critical of which is real-time, two-
way interactive communications with individual energy
consumers.

— Provide greater revenue diversification through new business
lines (i.e., Internet transport, cable TV, etc.), enhance
traditional products and services and maximize return on
Light Division assets.

TELECOMMUNICATIONS PROJECT PRINCIPLES

» Important additional community benefits derived from this
project are as follows:

— Promote economic development and business retention.

— Insure broad community accessibility to high quality, state-
of-the-art telecommunication technology.

» The Telecommunications Project, including all infrastructure,
and proposed business lines, shall be an integral Light Division
operating responsibility and function.

» The Telecommunications Project business 11nes shall be
operated in a business-like manner similar to electric services
which are subject to market forces and are not tax supported.



TELECOMMUNICATIONS PROJECT PRINCIPLES

 In order to avoid and perception of government control of
~the content of the cable television business line,
programming will be determined on the basis of local
consumer demand and input.

* The Telecommunications Project construction will reflect
the current overhead to underground configuration of the
Light Division’s electric system. Any significant
divergence from this will greatly increase the project costs
and jeopardize the viability of the project.

 The Light Division’s Telecommunications Project will not
proceed unless there is broad and strong poticy and
community support.

Public Involvement &
Decision Making Process

* February 18:
—- Presentation of plan to joint Tacoma City Council & Public Utility Board
study session
» February 19 through March 20:

— Public meetings and presentations including neighborhood councils,
business groups, and anyone else who will take their time to talk about the

idea
» March 24
- Resolution to the City Clerk
* March:26
~ Tacoma Public Utility Board Vote
* April 1
-~ Tacoma City Council Vote



THE TELECOMMUNICATIONS INDUSTRY

SUMMARY

The world of telecommunications is complex. Technology, companies,
regulations, and communities are all involved. Some would say that
telecommunications is too complex for most people to understand, much
less make decisions about. Upon closer examination, this appears to be a
false premise. Telecommunications is complex, not because any of the
pieces 1s impossible to understand but because there are so many pieces.
Fortunately, just like any childhood puzzle, this puzzle can be put together
by anyone willing to take the time to examine the pieces and explore how
they fit together. This document is designed to bring the pieces together in
one place to allow them to be more easily examined and explored.

The first section begins with an exploration of the technologies that are
shaping the world of telecommunications today and the latest
technological developments that may affect the future of
telecommunications.

The telecommunications companies section examines some of the key
players in telecommunications, the business models they have historically
operated under, the technologies that they are emploving, and both their
announced and demonstrated strategies. Perhaps more than the latest
technology, the companies that provide telecommunications products will
influence the services that our communities are likely to see.

The next section discusses the evolving regulatory construct that
telecommunications companies operate under. International, Federal,
State, and local regulations all affect the provision of telecommunications
services and it is in this area, perhaps even more so than in technology,
that the greatest changes are taking place.

The overview of the broader telecommunications environment concludes
with a review of what is taking place in selected cities around the United
States of America with regards to telecommunications and the local forces
in each of those communities that are influencing the direction that each
community takes.
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TECHNOLOGY OVERVIEW

The five keys for evaluating telecommunications technologies
are:

Speed

Bandwidth

Direction

Security

Integrity

Speed

The speed of a communications path is measured in bits per second. A bit
is a 1 or 0, the basic form of digital data. Speed is the measurement of the
flow rate of data. The speed of a communications path or circuit must
match the needs of the application, or patience of the users. A voice
conversation can be carried on a 64,000 bits per second (64 kbps) line.
Businesses lease circuits between buildings or cities to tie their computer
Local Area Networks together using 1.5 million bits per second (1.5
Mbps) lines. Within businesses, Local Area Networks connect desktop
computers using 10 Mbps lines. Businesses build private networks
exclusively for their computers carrying 100 Mbps. Long distance
companies operate major ties between cities carrying thousands of voice
conversations at 2.4 billion bits per second (2.4 Gbps).

Comparison of Data Speeds
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Bandwidth

Bandwidth measures the radio spectrum available to transmit information, , />
It is measured in Hertz (Hz), or cycles per second. A communications \
path is often referred to as either a circuit or a channel depending on its

use. Each individual channel uses some of the available bandwidth. The

total bandwidth of the transmission circuit cannot be exceeded. In the

design of a typical broadband hybrid fiber optic coaxial (HFC) system,

there is 750 MHz of bandwidth available and channels are assigned in 6

MHz increments. Users of each 6 MHz channel can pack as much

information into that channel and operate at as high a speed as they can

afford. They can not carry any information outside of their assigned

channel’s bandwidth since that information would interfere with the use of

adjacent channels.

New products have developed to make effective use of bandwidth for
transmitting digital information. The spced of signals in a bandwidth has
been improved to as high as 8 bits per hertz, from 1 bit per hertz in 1970.
Data compression removes unnecessary data without affecting meaning,
with ratios now as high as 100 to 1.

Example of Bandwidth
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a Internet Data Access . &
Digital Set-top Reporting
{ Syslem Status Reporting
- {] Residential Telephony 6 MHz Analog Channels for
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3 FM Radio Diagl:‘rl:fsAudio Service
£ ] Analog Set-top cantrol ¢| Digital Set-top control channel
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< e e — 6 MHz digital channets for
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Direction — Single or Bi ? ;

The direction of the flow of information must match the application that the
information supports. Television signals are broadcast one-way to all
users. Telephone conversations are two-way, cartying the same amount of
information in each direction all the time. Because the same amount of
information flows in each direction, telephone conversations are said to be
symmetrical. Data network connections to homes are expected to be two-
way. However, many people in the computer data networking industry
believe that the majority of the information will be flowing to homes with
relatively little information returning. The ratio of downstream to upstream
information is perhaps 10 to 1, decreasing as symetrical applications such
as telephone and videoconferencing grow on the Internet.

Connections that send different amounts of information depending on
direction are referred to as asymmetrical. Business communications are
typically symmetrical since they are primarily made up of telephone
conversations, which are symmetrical, and the peer-to-peer transmission of
data between offices, which are also symmetrical. Two-way
telecommunications systems capable of transmitting and receiving
information at the same time are known as “full duplex systems.”

Security

Loss of security from eavesdropping on voice or data communications can
pose risks for businesses and individuals. As a result, systems offering
voice and data privacy have been developed. Some business applications
require high security communications to protect the value of their
information. Security can be enhanced by: N

¢ Encryption: scrambling the information to make it unintelligible.

» Physical Control: keeping circuits within a controlled area

¢ Security Monitoring;: checking circuits for evidence of security
breaches

® Access Tontrol: requiring users to provide passwords when signing
onto networks

Radio signals are easy to monitor. Communication that takes place over
the public radio spectrum can be monitored. Scrambling, digital encoding
and encryption can be used to build in security, but they add cost and
complexity to systems and slow the transmission of information.

Copper cables can be penetrated, allowing circuits to be mechanically
tapped. This type of intrusion is difficult to detect automatically.

Coaxial systems send the same signal to many customers and create
multiple unauthorized monitoring opportunities. The best security
measures are the same as for the public radio spectrum — scrambling,
digital encoding, and encryption.
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Optical fibers can be monitored for intrusion. Signal levels can be
checked to detect escaped light resulting from an intrusion. Even so, '
signals can be made more secure with scrambling or encryption. \/>

-

Integrity

Errors can occur when transmitting information. A person can often
separate the voice of a single speaker from a noisy background but noise
makes it difficult to understand all of the words spoken. Similarly, noise
c€an cause errors in computers conducting data transactions. Noise-free
communication circuits encourage efficient communications and eliminate
time and effort spent correcting errors. Errors in digital communications
are measured in Bit Error Rates (BER). Most computer networks require
circuits providing a BER of better than 1 errored bit in 1 million bits.

The following sections briefly describe telecommunications
systems in use:

Wireless Systems
Wired systems

Cable TV _
Basic Telephone Systems I/j
Business Office Communications ‘ (v

Internet and
Power System Communications

Wireless Systems

Wireless communications are carried by radio waves through the
atmosphere. The radio spectrum is divided, managed and allocated by the
Federal Communications Commission (FCC). Many industries, including
television broadcasters, AM and FM radio broadcasters, mobile radio
users, satellite up links and downlinks, and the military use the public
radio spectrum. Industries are allocated specific frequencies for use.
Frequencies are re-used in different geographic arcas by limiting
transmitter power and range. The higher the frequency of a signal, the
more it tends to lose signal strength as it travels through the atmosphere.
Higher frequency radio signals also tend to follow line of sight paths and
can often be blocked by hills and other similar obstructions. New
allocations of frequencies tend to be in bandwidths of 30 MHz or less and
use higher frequencies that were previously unallocated. For two-way
transmission, two frequency bands are used.

o)
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Several new wireless systems are planned or under construction. Personal
Communications Services (PCS) are described later in this section. The
Ricochet Network, under construction by Metricom, is a wircless data
network of small data packet transmitters mounted on streetlights and
utility poles. Using six radios per square mile, the service obtains a speed
roughly the same as a standard modem on a telephone line, but allows
users to be mobile. Ricochet is marketed at users of computers, laptops,
and pagers. Satellite services used for data transmission to homes are
described later in this section.

Wireless networks are the easiest and least expensive networks to
construct for services requiring low bandwidths. Many developing
countries are building their first telephone networks using wireless cellular
technology because copper telephone cable is more expensive to instail
and maintain.

Wireless systems usually rely on wired infrastructure to complete circuits.
Wireless transmitters and receivers are linked to regional controlling
switches with high-speed digital lines. Microwave connections are
occastonally used for these point-to-point links. Most data and telephone
traffic eventually is carried on high-speed land cables.

Wired Systems

Wired systems use cable to carry the signals that provide most telephone,
data and cable television services. Information is carried only in the
cable, so no radio spectrum licenses are required. Cable is shielded to
prevent interference from wireless systems. Different cable types have
different capacities or bandwidth and are capable of carrying varying
speeds and amounts of information. Wired systems reduce costs by re-
using cables and common central electronics for as many services as
possible. Systems can be designed so that signals can travel both
downstream and upstream on the same wire. While telephone cables
typically have a pair of thin copper wires for each phone serviced, cable
television uses a single coaxial cable (one center conductor inside one
tubular metallic shield), which carries multiple frequencies to many
homes. This allows a single service to use only one frequency band and
only one wire yet still be reccived by many customers.

Fiber Optics Optical fibers carry photons of light; metallic wires carry
electrons. Light can travel much farther in an optical fiber than electrons
can travel in metal wire before a signal is lost. Light is also immune to
interference from electromagnetic waves, common from many sources,
including radio transmitters. Since optical fibers cannot carry electrons,
highly reliable communications in high voltage areas are possible. Light
in optical fibers is a superior medium for communications in cases where
long distance, high speed and/or high bandwidth are necessary.
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Fiber optics in cable TV Cable television companies began widespread
installation of fiber technology into the trunk of the cable architecture
about four years ago. This immediately improved signal quality and
lowered maintenance costs. Since then, the cable industry has installed
“fiber trunk and feeder” architecture in many markets. Fiber is now
installed all the way to the feeder in most new construction. This allows
system operators to re-use frequencies (or channels) by segmenting an
existing system into individual serving areas composed of 500 to 2,000
homes. The resulting hybrid fiber coaxial cable networks are capable of
delivering a variety of high-bandwidth, interactive services.

HFC vs. FTTH If replacing copper coaxial cable trunks with optical
fiber improves the signal quality and reduces maintenance, why not
replace all coaxial cable with fiber optics to each customer? Some people
are expecting that communications services will be delivered all the way
to the home on an optical fiber pair, or fiber-to-the-home (FITTH).

Unfortunately, fiber optics to each customer would be prohibitively
expensive. This is not because the fiber optic cable is much more
expensive than coaxial cable. It is because the optical electronics required
to convert the light carried by the fiber onto electrical signals understood
by televisions, computers and phones are fairly expensive. These
residential devices all currently connect directly to copper cable, but not
optical fibers. A single coaxial cable has the capacity to meet the
telecommunications needs of 500 or more homes.

While it can be cost-effective to have a single optical to coaxial node
serving 500 homes, it has not yet been shown to be cost effective to equip
each of the 500 homes with new optical-clectronic nodes and optical cable
drops. Maintenance and operation alone of the fiber optic cable to each
home would be expensive and would be a wider-bandwidth duplication of
the existing telephone infrastructure, which is twisted-pair copper wire
dedicated from the central office (CO) to each home. It has proven to be
very costly to maintain and operate even telephone dedicated paths to each
home.

Communications technology is applying fiber optics where appropriate,
such as long cable lengths of ultra-high quality signaling or in electrically
noisy environments.
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Digital Television

Most new TV sets are cable-ready, meaning their channel selectors are
able to tune in standard frequencies for 80 to 120 analog channels. When
TV programs are transmitted digitally, existing television sets will not be
able to receive them without additional electronics. A set-top converter,
with its own channel selector will be necessary.
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Going digital The telephone network is gradually becoming digital

because digital transmission is high-quality, low-cost and fast. Phones in Ia )
customers’ home are among the last analog devices in the network. L
Integrated Services Digital Network (ISDN) was invented to bring digital

service to homes. As home services become digital, the quality and variety

of services the telephone network can deliver increases. ISDN enables

many new services, including enhanced displays on your phone, two

conversations on the same line, and data speeds two to four times faster

than possible with a common analog 28.8 kbps computer modem.

Business Office Communications

Businesses that have 20 or more telephone lines in use at one time, or that

link computer centers to other computers and to Local Area Networks

(LANGS) in other buildings or cities, use digital circuits. Digital circuits

allow businesses to reduce costs by consolidating voice traffic and to create

high speed computer links that are impossible to create using “standard”

phone lines. Businesses lease digital circuits to the central office, which

can carry either switched telephone traffic or dedicated computer traffic.

The basic unit of high speed digital circuits is T-1 service, which is a 1.5

megabits per second, two-way circuit, equal in bandwidth to 24

simultaneous voice conversations. The T-1 circuit ¢an be connected to a

business telephone switch for grouping telephone conversations at lower

cost and higher quality than individual telephone lines. The T-1 circuit can e
4% - Lh 44 ” : /

also be connected to a computer “bridge” or “router.” For this use the Q

traffic is no longer switched and the T-1 circuit must be dedicated throu gh ;

the central offices to another business in a point-to-point assignment. This

is referred to as a “nailed up” circuit. “Frame relay” is a data service that

transfers computer data packets among nailed-up circnits that have been

assigned exclusively to frame relay.

Internet

The Internet has emerged as an essential tool for consumers and

businesses, providing a variety of entertainment, research, and commercial
services. While the Internet remains primarily an informational and
entertainment resource, it is also a forum for electronic commerce with
orders for goods and services taken on-line and paid for via credit cards or
new Internet currencies. As security techniques become more sophisticated
and accepted by the public, the Internet may surpass all public markets
ever conceived.

The core of the Internet are the Intemet Service Providers (ISPs) that own

or lease long distance data circuits and manage interconnected data

networks on them. Users connect to ISPs using their computer and local

telephone circuits. A point-and-click graphical user interface makes access

to the services on the WorldWide Web very easy. . (C)
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Web sites are computers accessible from the Internet containing
interesting information or providing services for users. There are now
many thousands of Web sites and several million Internet users.
Applications on the Internet defy description, as they are rapidly growing
and changing to meet the needs of users and business. The Internet, and
more specifically the Web, has the potential to be an alternative delivery
mechanism for most media today, including music, video, games, news,
mail, telephone, advertising, catalog sales, shopping, library,
encyclopedia, and software delivery. New applications send ever larger
quantities of data between users and depend on high-speed data
connections between the users.

Cellular Phone Systems

Cellular phones operate in a licensed radio band at 800 MHz. Radio
towers serving these phones are called cell sites. There can be many cell
sites per 5-mile radius. Frequencies are re-used among cell sites. A
cellular phone notifies the closest cell site that it is there and can take
calls. Even though a cellular phone moves from cell to cell, calls can
continue by being “handed-off” or passed from cell-to-cell.

Standards Two carriers serve each region. Cellular carriers received
radio licenses in a lottery, with one assigned to the local telephone system
company in each region. At first, the simplest form of radio transmission,
analog frequency modulation (FM), was used. As cellular service gained
in popularity, many cell sites became saturated with traffic. More cell
sites were added to allow re-use of the cellular frequencies more often.
Recently, most carriers have adopted digital transmission standards that
allow many callers to use the same frequencies in the same cell at the
same time — up to 64 callers per frequency and cell. There are two main
standards of digital modulation: Time Division Multiple Access (TDMA)
and Code Division Multiple Access (CDMA). These standards are
mutually exclusive and new digital cellular phones are built to carry one
of the digital standards and the old analog standard.

In addition to mobile voice telephone service, cellular carriers are able to
carry computer traffic to mobile computer users. By using modems on the
analog system, or by leasing continuous access by the megabyte of use,
mobile computer users can keep in contact with company computers for
dispatch, customer information, e-mail, etc. The speed of service is about
the same as on analog telephone or ISDN lines.
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Overview

TELECOMMUNICATIONS COMPANIES

In the years following the breakup of AT&T in 1984, telecommunications
companies were essentially divided into local telephone service providers ,
Jong distance service providers, and cable companies. Regional Bell
Operating Companies such as US WEST and Ameritech were limited to
providing only local telephone services. Firms like AT&T, Sprint, and
MCI were restricted to supplying long distance services while cable
companies largely focused on delivery of cable television. The
Telecommunications Act of 1996 has done much to hasten the elimination
.of this separation by permitting these different companies to participate in
each others’ traditional markets. Many who watch the industry believe
this removal of barriers will result in competition while others point to
increasing company consolidation.

In order to make informed business decisions regarding
telecommunications it is vital to identify the key players and review their
reactions to changing environments. The section that follows is an
overview of each of the major telecommunications industries, including a
quick analysis of a few key companies that have the potential to affect the
greater Tacoma area.
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Tele-Communications, Inc, (TCI)

Tele-Communciations, Inc. (T'CI) is the largest cable TV provider in the
United States. TCI has nearly $2 billion in revenues, an operating cash
flow of $533 million, 14 million subscribers in the United States and
approximately 32,000 employees.

TCI’s size and great influence in the cable TV industry was achieved
through its push for growth, acquiring more and more cable systems, and
increasing its subscriber base and revenues. In 1996 alone, the cable
operator added more than 2.4 million subscribers*. However, this
acquisition strategy has left the company in a relatively poor financial
position. TCI has more than $14 billion in debt — roughly $1,000 of debt
per subscriber. TCI faces elevated expenses due to its entry into new
services, and is attempting to resolve its money crunch by raising rates,
cutting capital expenditures, and eliminating 2,500 jobs.

These cutbacks reveal a change in TCI’s telecommunications strategy.
The company’s properties consist mainly of one-way, coaxial cable
systems operating at 350 MHz using 20-year-old technology. The
company has announced that upgrades to these systems will be deferred,
and the focus instead will shift to the deployment of digital set-top boxes.
These boxes will deliver more channels using a new compression
technology, but will not allow deployment of advanced
telecommunications services such as high speed, two-way Internet access
or telephony.

Before refocusing on cable TV, TCI was attempting to gain a foothold in
other markets besides traditional cable TV service. A commercial
telephone network was launched in Hartford, Connecticut, with two other
cities scheduled for the service in Illinois and California under the name
PeopleLink. The company also has a large stake in the Digital Broadcast
Satellite market. In 1994, TCI joined five other cable operators to form
Primestar Partners. This DBS service now reaches more than 1.1 million
subscribers, and contributed $200 million to TCI in 1995, with revenues
expected to double in 1996, Personal Communications Services are
another market TCI has entered. Sprint Spectrum was created by a
partnership between Sprint, TCI, Comcast, and Cox Cable. The
partnership has licenses to provide Personal Communications Service in
33 Major Trading Areas with a total population of 190 million.

Following the explosive growth of the Internet, TCI set up an on-line
service with the help of Microsoft called @Home. The @Home Network
provides Internet service to a customer’s personal computer through cable
lines. Customers receive 24-hour unlimited access to the Internet, a high-
speed cable modem, e-mail, Netscape Web browser and community
content for $39.95 a month. This service is currently available in limited
areas of California, Connecticut, Florida, Illinois, and Maryland.
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Overview

REGULATORY ENVIRONMENT

Federal regulation has been streamlined under the 1996
Telecommunications Act. State laws that in the past could have limited
access to certain markets have been federally pre-empted or limited. The
regulatory environment has greatly improved the ability to enter the
telecommunications market. However, some regulatory hurdles remain.

Many provisions of the Telecommunications Act of 1996 direct the
Federal Communications Commission (FCC) to come up with regulations
that will open local telecommunications markets to competition and
remove barriers to entry. These provisions were written in broad strokes,
leaving the FCC to fill in the details. In 1997, the FCC must implement
the Act’s crucial universal service sections, which will determine how
telecommunications companies guarantee phone service to poor and rural
areas. In addition, the Act requires all telecommunications carriers to
interconnect directly or indirectly with the facilities and equipment of
other carriers.

The Regional Bell Operating Companies (RBOCs) and local exchange
carriers contend that the FCC has already gone to far, providing discounts
for competitors that would undermine their entrenched businesses'.

Given the enormous financial interests at stake, many industry interests
are not willing to wait for all the details before taking action. As a result,
deals are being negotiated that in some cases, are between former
competitors.

One thing is clear, municipally owned electric utilities, electric
cooperatives and other utilities may enter the communications business
without obtaining FCC certification or any other prior FCC approval.
State requirements vary, but cannot limit utility participation in
telecommunications ventures®.

This section provides an overview of pertinent Federal laws and
regulations related to telecommunications as well as a summary of state
legal and regulatory issues that must be considered before entcring the
telecommunications market.
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Regulatory Environment

REGULATORY ENVIRONMENT

The Communications Act of 1934, The 1992 Cable Act
and The Telecommunications Act of 1996

The Communications Act of 1934

Though Congress has amended the Communications Act of 1934 several
times since its enactment, today’s high-tech communications companies
are regulated to some extent by statutory language from the 19* century.
When the Act of 1934 was adopted, the telegraph was the principle means
of electrical communication, mass media meant AM radio, and telephones
were considered luxuries. Considering the many new communications
technologies that have emerged, the Communications Act has proven a
versatile, evolving statute,

The Communications Act of 1934 was first amended in 1992 to reform
the monopolistic practices of the cable industry. The Act was again
amended when the Telecommunications Act of 1996 was signed into law.
This Act of 1996 is regarded as landmark legislation and its implications
will be discussed later in this section.

The Act of 1934 and its amendments are divided into three major
regulatory subdivisions; common carrier, radio, and cable television.
From a regulatory perspective, every form of electronic communication
must fit into one of these statutory subdivisions or fall completely outside
the scope of the Act. How a new form of communication is regulated
depends in part on how it works and how its purveyors choose to have it
regulated.” From a regulatory view, a communications service usually fits
into two basic categories:

1. Who is offering the service?
2. How is the service being transmitted?

Who is offering the service? The answer starts with a definition of
“common carrier” as one who serves all potential users without favoring
one over another. The customers of a common carrier transmit
information of their own design and choosing®. On the other hand, private
carriers do not allow customers to transmit information of their own
design and choosing,
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How 1s the service being transmitted? Does it move through a wire or \’D
through the air (wireless)?”” From a regulatory point of view, the result is i
a two-by-two matrix:®

Common Carrier Non-Common
(Telecommunications | Carrier
Service Provider)
Wired Telephone (land line) Cable TV
Wireless | Cellular Telephone Utility Radio
Dispatch
System

When a new service approaches the market, it must fit into one of the four
boxes. Because the rules in one box may be more advantageous to a
particular firm, an operator in one box may try to relocate to another box.

‘Though the fundamentals remain basically the same, the regulatory
aspects of each box can, and do change. For example, the two
amendments to the Communications Act of 1934 have had a profound
affect on various communications industries.

Cable Television Consumer Protection and Competition
Act of 1992 O

By 1984, Congress had basically deregulated the cable television industry.
The 1984 amendments prompted expansion of cable television service
throughout the country. Though millions gained access to cabie access,
customer complaints about escalating rates and poor quality of service
attracted Congressional attention. Television stations argued that cable
operators must carry their broadcast channels and then argued that
operators “stole” their signals by re-transmitting them without paying for
them. The Courts resolved this issue by ruling that cable systems were
not obligated to carry local TV signals, but if they did, they must pay for
the right,

Over time, the cable industry became increasingly concentrated: a
relatively small group of executives controlled programming, production
and distribution. In effect, cable had become a monopoly and exercised
monopolistic power’. After several unsuccessful attempts to enact reform,
Congress passed the Cable Television Consumer Protection and
Competition Act of 1992, commonly referred to as the 1992 Cable Act.

The 1992 Cable Act empowered the FCC to regulate cable rates and

service. The FCC responded with thousands of pages of rules, forms, and

interpretive decisions that addressed the cable business in minute detail.

‘These rules were adopted in 1993, and are still being fine-tuned in 1997, O
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In summary, the 1992 Cable Act sought to re-regulate an industry that
had begun as an adjunct of broadcast TV and had evolved into an
independent, distinct and powerful medium of communications®,

Telecommunications Act of 1996

On February 8, 1996, President Clinton signed into law the
Telecommunications Act of 1996 (P.L. 1040104) the most significant and
far-reaching amendment to the 1934 Communications Act.

1
Unlike the 1992 Cable Act, the basic thrust of the 1996 Act is
deregulatory. Its intent was to eliminate barriers to entry and spur
competition. A number of provisions to the 1996 Act will also have a
great effect on companies deciding to enter the telecommunications
business. For example, if a company decided to provide a
“telecommunications service™ it would be subject to certain common
carrier regulations including:

Interconnection The Act of 1996 requires all telecommunications
carriers to interconnect directly or indirectly with the facilities and
equipment of other carriers.

Universal Service The Act of 1996 requires that all interstate
telecommunications service providers contribute, on an equitable and non-
discriminatory basis, to a universal service fund. The 1996 Act codifies,
for the first time in the history of the regulation of communications, the
concept of “universal service.” Universal service is generally understood
to mean basic telephone service for all Americans at affordable prices.

Some of the major deregulatory aspects Act 1996 include:

The FCC is empowered to refrain from applying or enforcing any
communications statute or rule against any telecommunications carrier or
service, or class of telecommunications carriers or services. For this to
happen, the FCC must first determine that enforcement is unnecessary to
ensure that charges or practices are just and reasonable or to protect
consumer interest, and is consistent with the public interest.

The FCC’s tariff filing and review process are streamlined.

The FCC is authorized to exempt individual carriers from complying with
the requirements of Section 214, Under Section 214 of the 1996
Communications Act all carriers are required to seek and obtain FCC
approval before building or extending a telecommunications linehead.
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The 1996 Act defines “telecommunications service” as:

The offering of telecommunications for a
Jee direcitly to the public, or to such classes
of users as to be effectively available to the
public, regardless of the facilities used

Interstate Access Charges

In January of 1997, the FCC adopted a Notice of Proposed Rulemaking to
reform its system of interstate access charges to make that system
compatible with the pro-competitive deregulatory framework established
by the 1996 Act. Two possible approaches have been outlined for
addressing reform. The first approach is a market-based approach under
which the FCC would rely on potential and actual competition from new
facilities-based providers and entrants purchasing unbundled network
elements to drive down prices. The second approach is a prescriptive one
under which the FCC would specify the nature and timing of changes to
the existing rate levels. In addition, the Commission tentatively concluded
that information service providers should not be subject to interstate
access charges as currently constituted.

Local Exchange Telephone Service

The 1996 Act eliminates the consent decree that governed the breakup of
AT&T. The 1996 Act opens up the local telephone market to new
competitors, including long-distance carriers, cable operators and electric
utilities. Local exchange telephone service is regulated by state public
service commissions and long distance is the FCC’s domain.

Long Distance Telephone Service

The 1996 Act allows Regional Bell Operating Companies (RBOCs) to
provide long distance service to customers in their local exchange service
areas once they have opened the local exchange market to competitors.
They may immediately enter the long distance telephone market outside
their local exchange service areas. The RBOC’s may also provide
telecommunications equipment and manufacture customer equipment.

Video Programming Services by Telephone Companies

The 1996 Act repeals the statutory ban against telephone companies
becoming cable television operators. (Several courts had already ruled
this ban unconstitutional.) However, the new law prohibits telephone
companies from buying existing cable systems in their home areas - and
vice versa, except in certain rural markets and in other limited
circumstances'®. Telephone companies now have four video entry
options, each of which has different regulatory consequence and structure,
and each of which is treated differently for payment of cable television
franchise fees.

®
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The four video options are:

Over a radio based system in which case it is regulated under Title IT] of
the Communications Act and not as a cable operator, (A radio based
system carmot be charged a cable television franchise fee.)

As a common carnier subject to Title II. (A common carrier ¢cannot be
charged a franchise fee.)

As a cable television operator. (A cable television system can be charged
a cable television franchise fee.)

As an “open video system” operator subject to limited regulation. An
open video system operator must make channel capacity available to
unaffiliated programmers without discrimination. Though an open video
system operator cannot be charged a cable television franchise fee, it may
be required to pay fees based on gross revenues in lieu of franchise fees; it
may also have to pay other state and local fees.

Though designed to promote video competition by telephone companies,
these video entry options are not limited to telephony companies. Open
video systems are of particular interest to companies that are experiencing
difficulty obtaining franchises as a result of the long relationship between
franchise authorities and incumbent cable television operators. A number
of electric utilities are considering becoming open video system operators.

Overview of Players

Congress

Congress passes laws, such as the Communications Act, and exercises
oversight of executive agencies that carry out those laws. Congress does
this by gathering information, holding hearings, conducting investigations,
passing resolutions, and expressing opinions about a wide variety of
matters.

The House Commerce Committee and Senate Commerce Committee are
the primary committees that investigate and recommend communications
policy.

The Federal Communications Commission (FCC)

The Federal Communications Commission (FCC) is charged with
implementing the Telecommunications Act of 1996. The FCC is a board
of commissioners appointed by the President of the United States under
the authority of the Communications Act of 1934, having the power to
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regulate radio, telephone, cable television and all other interstate e
communication systems. Q

The FCC exercises its jurisdiction over communications matters through
regulations that fall into two broad categories:

Regulations Congress expressly directed the FCC to adopt to carry out
specific provisions of the Communications Act.

Regulations the FCC generated to further its actions in pursuit of the
public interest.

Before adopting a rule, the FCC, like most Federal agencies, must initiate
a formal rule-making procedure that entails publishing the proposed
regulations and soliciting public comments. The FCC fleshes out the
particulars of a Congressional enactment through its rule-making process.
Interested parties try to alter or temper statutory provisions while the
agency is drafling and revising its proposed regulations. If resulting
regulations are not to their liking, they may challenge them in court.

The FCC cannot arbitrarily waive any provision of the law. However, the

agency may initiate, or consider a request for, waiving rules and

regulations based on just cause. By arbitrating individual cases, the FCC

establishes precedents for dealing with similar issues. The FCC can also

adopt policy statements to deal with situations that are likely to recur. /
Though less formal rule-making, this method still requires the FCC to "
explain any variation or deviation from the policy.

On August &, 1996, the FCC issued its First Report and Order
implementing the local competition provisions of the 1996 Act. The
Order sets forth the basic regulatory framework for competition in
telecommunications. Disputes over various provisions have resulted in
court challenges and delayed its implementation. The FCC has also
commenced additional rule making to address issues related to state and
local authority, pole attachments and access to public rights-of-way.

Courts

The role of the courts is to determine the legality, particularly the
constitutionality, of provisions of the Communications Act and actions by
the FCC. When telecommunications issues come before the courts, it is
usually because a party appeals an FCC decision or policy. The United
States District Court of Appeals for the District of Columbia hears the
majority of FCC cases.
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State Public Utility Commissions

Public utility commissions regulate investor owned electric, gas, water
and telephone utilities. They regulate telephone rates as well as terms and
conditions of service of local exchange carriers. State commissions often
coordinate their activities with the FCC by participating in joint activities,
such as the federal-state board currently reviewing the concept of
universal service (covered earlier in this section).

Washington Utilities and Transportation Commission (WUTC)
Requirements

To do business as a telecommunications company in Washington state, a
company must register with the Washington State Utilities and
Transportation Commission (WUTC). An applicant must demonstrate its
financial and technical competency and provide its proposed tariff
package. An attorney usually prepares the necessary documents, with the
approval process generally taking 30 days. If a company shows that it is
subject to effective competition, it can avoid many of the regulations on
rates and services that apply to monopoly providers. According to Tony
Cooke, spokesperson for the WUTC, a municipally owned utility is not
subject to state rate regulation for the provision of voice and data service,
nor is it subject to regulation if it acts as a transport provider or “carrier’s
carrier” per chapter 80.04.500 of the RCW (Application to Municipal
Utilities). This same non-regulation applies to both voice and data
transmission. Whether a muntcipal utility builds a competing network or
re-sells another company’s service, rate issues are handled at the local
level.

City Councils and Municipal Legislative Bodies

State and local authorities have some jurisdiction over
telecommunications, but it varies depending on the industry and issues
involved. The federal govermment exercises little jurisdiction over fiber-
optic cables. However, if the system meets the definition of a “cable
television system,” then it will be regulated as a cable television system.
If the system operates as a common carrier, it is subject to regulation as a
common carrier.

Cities have traditionally exercised jurisdiction over public rights-of-way,
most prominently in franchising cable television operators. The 1996 Act
grants local authorities primary jurisdiction over basic cable television
rates in the absence of effective competition. In addition, the 1996 Act
specifically affirmed local jurisdiction over wireless mobile services such
as cellular telephones. However, the 1996 Act also limited local
jurisdiction over satellite Earth stations and receiving antennas for TV and
Multichannel Multipoint Distribution Service, sometimes referred to as
“wireless cable.”
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Ve
The 1996 Act also reaffirmed the FCC’s authority to preempt any state or Q
local law, regulation or policy that constitutes a barrier to entry into the
telecommunications market. This power is apt to be tested “repeatedly
and aggressively,”"!

Federal - State Joint Board Recommendations

Universal Service

In November of 1996, the Federal-State Joint Board on Universal Service
released a 422-page Recommended Decision on new universal service
support mechanisms required by the 1996 Act. The FCC has until June
1997 to adopt universal service rules based on the Joint Board
recommendations and public comments'2.

Private Internal Networks

Applying this definition, the Federal-State Joint Board recognized that
private networks dedicated exclusively to internal communications are not
telecommunications providers and are not subject to the 1996 Act’s
mandatory universal service contribution requirement.

Carrier’s Carrier Networks

The Joint Board has not made a recommendation with regard to treatment

of fiber that is provided to a third-party telecommunications carrier. ()
There is a strong argument that the provision of fiber alone does not ‘
constitute the offering of telecommunications. As unpowered glass, dark

fiber would appear to fall outside of the Act’s definition of

telecommunications as the transmission of information.

Information Services

The Joint Board concluded that information service providers and
enhanced service providers are not telecommunications services and are
not subject to universal service obligations. Under this interpretation
utility automatic meter reading and other energy management systems
using telecommunications networks would not be subject to federal
universal service requirements. In addition, the provision of Internet
services would also appear to be outside of universal service obligations.
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Telecommunications Activities in Other Cities

Overview
TELECOMMUNICATIONS ACTIVITY IN OTHER CITIES

A number of cities across the country have made efforts to create modemn

telecommunications infrastructures. Some have succeeded, some have recently
begun to investigate their options, and others have withdrawn, None appear to
be outright failures. Five themes have emerged from an examination of these
cities:

Smaller communities with experience in operating municipal utilities appear
to be more likely ro enter the telecommunications field than other
communities. The desire to facilitate new economic growth, keep money in
local circulation, and provide altermative services at lower costs are common
threads in Glasgow, Kentucky; Paragould, Arkansas; and Morganton, North
Carolina. The strong influence of universities in Cedar Falls, Iowa and
Blacksburg, Virginia was a significant force as well.

A relative lack of local competition amongst telecomnunications providers
often prompts community telecommunications efforts. With no one willing to
voluntarily make the significant investment to serve them, many of these cities
have taken on the task of soliciting infrastructure builders or creating
infrastructure themselves. Harlan, lowa, and Glasgow, Kentucky, are two
small communities willing to take the risks and make the investment in a
telecommunications infrastructure with the goal of attracting new business and
enhancing the existing community.

Determination and tenacity is a requirement. Some of these communities
have had to face large incumbent telecommunications corporations in
protracted legal battles. Perhaps smaller communities have fewer distractions,
allowing them to focus on telecommunications and there by compensate for
their somewhat limited resources. Morganton, North Carolina had to fight a
long court battle with a local cable provider before it could build its own
system. On the other hand, fear of court battles caused Jefferson City,
Missouri, to abandon its plans for a system.

Public dissatisfaction with local incumbent telecommunications providers
often prods communities to actively consider owning and operating their own
system. In both Morganton, Paragould, and Cedar Falls, strong citizen voter
support for cities to own and operate their own telecommunications systems
prevailed despite aggressive advertising campaigns by incumbents. Even when
a community dropped out of the race with a competitor, customers still
appeared to have often benefited through reduced rates, improved customer
service, and additional cable channels from the incumbent operator.,

“First tier” cities are seeing some telecommunications competition. First tier
cities are likely to already be experiencing competition for services targeted at
major business users, i.¢., those taking service at T-1 levels or higher with a
minimum monthly telecormmunications expenditure of approximately $5,000.
Even first tier cities are not yet experiencing significant competition targeted at
small business or residential users located outside of the business core.
Tacoma is viewed as a second tier city by telecommunications providers.
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TELECOMMUNICATIONS IN THE GREATER
TACcOMA/PIERCE COUNTY AREA

SUMMARY

Building on background information about the broader
telecommunications industry, this study turns its focus upon the
local telecommunications environment, To put today’s events in
perspective, the first section provides a quick review of the history
of telecommunications and utilities in this area.

The study then reviews in more detail the existing
telecommunications providers that serve our communities, the
telecommunications infrastructures that they employ, and their
latest announcements of future plans for this area.

The next section provides a quick overview of the changing local
regulatory picture and some of the difficult problems faced by local
jurisdictions as they participate in the evolving telecommunications
environment.

A review of telecommunications in our local communities analyzes
both the residential and business markets for telecommunications
services as they stand today. A discussion of how different
economic futures are impacted by telecommunications concludes
the section.

The role of telecommunications infrastructure and services in
economic development is a topic of considerable interest. In order
to put the local situation in perspective, the following pages discuss
some of the economic development ramifications of
telecommunications. This piece was authored by Professor Bruce
Mann, Ph.D. with the Department of Economics at the University
of Puget Sound; and Peggy sue Heath, A.B.D., with APEX
Business Solutions. They conduct an interesting examination of the
key role that telecommunications has begun to play in economic
development, and what the future might hold for communities that
create a communications infrastructure.
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Telecommunications and Economic

Development
Professor Bruce Mann, Ph.D.
Department of Economics
University of Puget Sound
Peggy sue Heath, A.B.D.
Apex Business Solutions

The Railroad of the 21* Century

There was a time when the simple act of drawing a line on a map could
either create a community or force a town into obsolescence. Those were
the days of railroad planning. To have accéss to the rail line meant a
chance at prosperity as a “railroad town.” Without access, a town would
have an uphill battle to be involved in the growing network of trade.
Many businesses needed the railway to send their products off to other
buyers; other local businesses needed the people traffic the railroad
brought to create demand for their products or services. Economic
development was synonymous with rail development, and the decisions
made on those planning maps fundamentally shaped the face of the entire
nation,

Since the first rail tracks were laid, people have continued to improve the
transport of physical goods. The last century has seen incredible
developments in aeronautics with design and material breakthroughs
leading to planes that can take people and products around the world
overnight. Even more dramatic, however, have been the developments
that allow people to overcome vast geographic differences without needing
to leave the room. As we draw near the close of the 20" century, many
signs indicate that the new railroad towns are “Tele-Communities”,
communities with a strong communications infrastructure supported by
both information technology and telecommunications systems.

Why Does Telecommunications Play a Role in Economic
Development?

Urban planning experts have long emphasized the role of infrastructure to
support economic development and an increasing standard of living. As
time goes on, telecommunications is key to creating a foundation for
economic growth and health. But if telephone has been in existence since
Bell’s fateful afternoon in 1876, why has it become such a focus now?
The answer lies in the changing nature of industry and competition.
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The 21* century is being characterized as the time of bytes, rather than ;
atoms. While historically trade has been focused on buying, selling, and O
transferring atoms — physical things — from one geographic area to

another, many emerging and changing industries are being driven by the

need to transfer “bytes” of information. Some of those industries, such as

financial services and medical administration, represent the growing

service-based sector in the United States. In most industries competition

is driving companies to utilize information technology and

telecommunications to compete more effectively.

Ironically, even industries whose focus is on transporting physical goods
have begun to incorporate information management as part of their value-
added services. For example, some transport companies offer services
that track goods with Global Positioning Satellite (GPS) technology.
Others use the Internet to provide services that identify the least costly
route or shipping method. So even “atom” companies are using “bytes.”

Investments in infrastructure ensure that local communities attract and
retain businesses that keep residents in jobs, homes, and with a healthy
standard of living. As the industrial base in communities undergoes
change, the infrastructure necessary to support that base must change.
Telecommunications investments can serve the needs of companies and
can also provide tools for local government and the community. Some of
the ways telecommunications are already being used are reviewed below.

For companies O

Companies use teleccommunications in several ways. For many
organizations, telecommunication is used as a link to their markets. One
example of this is a 1-800 number used for sales or customer service.
Telecommunications can also serve as part of core production process, as
when a financial service organization transfers money or transaction
information from one location to another. Another key use for
telecommunications is as an internal communication device to coordinate
work across a number of locations.

For local governments

Local governments benefit from increased telecommunications by keeping
their communities better informed about government activities and issues
that affect community members. Improvements in telecommunications
can increase economic development by allowing local governments to
provide the kind of information necessary for companies and developers to
decide to invest in a community. Improvements also meet the needs of
current residents through enhanced services, including better fire and
police protection,

For local communities

In the last decade in particular, communities have climbed on the
bandwagon through public access networks, community-based web pages, -
wired libraries and schools, both public and private. Schools in particular /\)
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benefit from enhanced telecommunications, through access to remote
sources of information. Telecommunications has served as a conduit for
courses offered to those who are far from a major university. It has also
been used to provide health care between facilities, in particular to those
who don’t have full access. Local business and economic development
groups in California, Illinois, and elsewhere have taken the initiative to
use telecommunications to provide communities with information helpful
to retain or attract businesses. This information has included local land
use and availability, numbers about local markets for certain goods and
services, and information on local support services for siting businesses.

What Happens If Communities Aren’t Wired?

The emphasis on getting wired has been punctuated by stories of
successful telecommunications investments. In Dublin, Ireland, early
investment in telecommunication supported a growth plan that brought in
advanced technology industries and reduced Ireland’s reliance on low-
skilled labor industries they were likely to lose to nations with lower labor
costs. When it comes to preemptive telecommunications investments,
Singapore’s plan to place “fiber in every home™ is pointed to as one of the
more progressive moves a country has made in this decade. Singapore’s
plan is predicted to have a positive long-term impact on their ability to
compete for business, even though they have higher costs compared to
some of their Southeast Asian rivals. Successes like these have begun to
slowly raise awareness of the role of telecommunications in sustaining
economic health.

A weak telecommunications infrastructure will first impact a community’s
ability to retain and attract commerce, including technology intensive
businesses and those companies that co-locate to sell to them. These
include primarily financial services, transportation and distribution, and
medical administration and provision. Also affected are businesses whose
success or failure lies primarily in beating the competitor to the market.
These companies often use collaborative work arrangements with
individuals all over the world to increase the chances of beating the
competitor to market — examples include software development,
biotechnology, and other advanced research companies. Additionally,
each of these businesses mentioned find themselves a part of a growing
group of firms who must compete aggressively for talented people to fill
key positions. As more employees focus on the quality of life issues that a
career choice represents, information access in their homes and their
children’s schools may play a larger role in their decisions to locate in one
community or another.
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In addition to the fundamental inability to sustain an economic base for .
technology companies, the lack of a modern telecommunications O
infrastructure can also impact a community on a more social level.

Access to information has often been lauded as one equalizer in the

disparity between poor and rich. Whereas some communities will have

access to a wealth of knowledge with wired libraries, public access

networks, and technology support for individual Internet access, those

communities without such a base may be left behind in a widening

cultural evolution toward the information age.

What Is The Future World Of Tele-Communities?

Whether or not it chooses to be actively involved in the revolution, a
community is impacted by developments in telecommunications. How the
revolution will impact each community is part of the mystique
surrounding the future of Tele-Communities. Two forces surround
telecommunication advances, dispersion and relocation. On one hand,
experts have predicted more dispersion or spread in communities as
people move away from urban centers, since telecommunications allows
individuals to overcome geographic distance without the need for physical
proximity. The forces of relocation, however, are more complex. As
people relocate to other areas, there are two opposing arguments as to
whether this physical distance will be accompanied by social distance as
interaction changes. At the heart of matter is whether the forces of
telecommunications advances will drive society farther apart or closer
together. Further, what role can Tele-Communities play in this
revolution?

(

Dispersion

First, let us explore some of the basic economic premises to understand
why physical dispersion may occur. One of the main reasons for the
economic vitality of cities is that highly concentrated, dense, proximate
locations reduce the costs of transportation for businesses and households.
Lower costs of travel led to more profitable operations and higher real
standards of living. Firms locate near suppliers and/or their consumers.
Households locate near work, shopping, and/or recreational activities.
This packing together of economic activity produces the traditional
patterns seen in the urban landscape. However, as the costs of
overcoming the “friction” of distance fall, the economic need for
individuals or businesses to be in a city declines. One of the most
important impacts of the telecommunications revolution will be the change
in the urban landscape.

By and large, the ability to conduct business, shop for goods, and visit
with other people is significantly enhanced with modern
telecommunications. The cost of meeting clients has declined as the O
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telephone, pager, fax, and Internet have emerged as viable communication
media. Many find that shopping takes less time with the telephone, fax,
and Internet in comparison to the traditional automobile trip. Getting
information, reaching the market, and putting the deal together can be
done without the physical act of travel in many cases — just use the
modem, surf the net, or fax the document. All of these newer technologies
lower the cost of doing business, for the buyer and the seller, the client
and the service provider, and the employer and employee.

Households Household activities have also been the beneficiary of the
modern telecommunications revolution. Television is easier to access and
provides more choices. The assumed advantages of traveling to the
museum, the theater, or the opera hall have diminished, as improvements
in voice and picture have brought these experiences dramatically into the
home. Even the activity of just visiting can be done in chat rooms, with a
computer e-mail system, or using teleconferencing systems. Accessibility
is increased while the need to travel with its attendant costs is reduced.

Structure Of Cities The result of reduced travel costs will have profound
impacts on the structure of cities. The need to reduce distance is
diminished. Telecommuting, long distance meetings, and shopping from
home all have implications which suggest the decline of the traditional city
landscape. One can live far from the job and still work in the city. One
can live far from the shopping center and still buy goods from the city.
One can reside miles away from the city and still enjoy urban
entertainment. Thus, the economic value of face to face contact and
actual presence in physical space is considerably less than it was ten or
twenty years ago. Most importantly, these changes are not merely
predicted to happen. These new methods of interacting have been adopted
and embraced by the critical mass of consumers, businesses, and agencies
necessary to make a real difference in accepted social norms.

Relocation

If it is true that the need for physical proximity has declined and people
can live and work at a considerable distance from each other, the next
question is whether we will draw farther apart socially as well. Will there
be any relocation of “community’? There are two arguments about how
relocation will occur.

The first argument rests on the assumption that the traditional economic
reasons for urban life are becoming less and less important. As more
people, both as workers and consumers, become comfortable and adopt
new telecommunications systems they will move out of the cities of today.
The result will not be just suburbanization, but a new urban structure —
the city-village, edge cities, or even complete dispersion to non-urban
areas. Subsequently, the need for face-to-face contact and more
traditional social interaction may lessen as well.
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A second argument is more optimistic for cities. This argument has the I
same basic set of changes. The telecommunications revolution will and Q
does lower the costs of transactions by reducing the need for and expense

of travel. By itself, as the first argument has it, this will lead to

geographic dispersion. However, a second effect also arises due to the

lower cost for communications. As the costs of communications fall,

people will undertake more communications and this will lead to more

total activity. The lower cost of reaching interested consumers over the

Internet means that sellers will make more use of the Internet and reach

more consumers. Reduced commuting and travel time means that more

business can be done during the work day. Lower cost entertainment in

the home means more entertainment programs will be consumed. Just as

the telephone increased voice contacts and reduced mail volume, just as

the railroad expanded land-based shipping and reduced shipments via

wagons and barges, and just as the jet plane led to more individual

contacts, so the new telecommunications technology will lead to more

activity, more network contacts, and quicker delivery of information, some

shifting from current forms and some being new to this technology.

This second argument says the social and economic need that cities

traditionally fulfilled will continue to exist, but the way in which these

needs are fulfilled will change. True, physical activity does not disappear

as a place bound reality — only the communications activities

“disappear.” The need for location, buildings, face to face contact, and R
human interaction will still exist. Some of this economic activity will Q
disappear from cities, as the concept of dispersion suggests. But, the

second relocation argument recognizes that the need to be somewhere

physically will change as overall activity levels increase. The importance

of this second argument is that it suggests how economic relocation will

occur, Survival and success will ultimately go to those arcas which have

adapted to the new environment by incorporating successfully the new

forms of telecommunications. Successful locations will be where

businesses can serve their markets cost effectively using the new forms of
telecommunications. Still, labor costs will matter, proximity to natural

resources will matter, land based transportation will matter, traditional

infrastructure will matter, but now the accessibility and quality of modem
telecommunications will also matter. Those places which adopt new

approaches to telecommunications and media will be able to capture the

expanded activity and benefit from the shifting patterns of behavior.

The forces of dispersion and relocation suggest a pattern of urban change.
On the one hand, dispersion implies the existence of fewer densely settled
cities. More of the urban landscape will be made up of scattered,
fragmented, edge cities. Each of these will be smaller replicas of cities --
predominantly residential and personal service oriented with
telecommuting workers. On the other hand, the relocation implies the
need for some highly technological urban centers where there is some
value in proximity. In the most optimistic case, these urban centers will
be catalysts in the new telecommunications revolution, They will be cost

S



Telecommunications and Economic Development

businesses and households. They will also offer a complete set of urban
amenities, both technological and traditional. They will move away from
the historical emphasis on being near raw materials or markets and more
sensitive to the quality of the overall infrastructure base —
telecommunications, education, water, sewer, and electricity. While
business services and information processing will be the growth sectors in
these new centers, the centers could still capture much of the
manufacturing and regional service functions which exist in cities today.

O ' competitive for telecommunications as well as the traditional needs of

Conclusion

John Mayo, the President of AT & T Bell Laboratories, spoke on the
technology changes that are driving our evolution:

When I reflect on the future of information technology, 1
am reminded of the story about the test run of Robert
Fulton’s strange-looking steamboat, the Clermont. For a
few hours the craft kept making a terrible racket, belching
smoke and sparks as the engineers tried to get it started.
Skeptics in the crowd kept yelling, “She’ll never start!
She’ll never start!” Finally, after a lot of huffing and

O puffing, the boat began moving up the river, The scoffers
were astonished and remained silent for a few moments,
and then they started yelling again: “She’ll never stop!
She’ll never stop!™

Like the skeptics reacting to the steamboat that represented a drastic
change, we face our own seemingly unstoppable force: the need for
advanced telecommunications. In responding to the railroad and other
technology shifts, communitics have always had the opportunity to be part
of the revolution, or to be dragged into the evolution that will naturally
follow. The difference may be a choice between mastering one’s own
destiny or waiting for the train to arrive.

! John §. Mayo, “R & D in the Third Millenium,” Research Technology Management, Vol. 35

O No. 6 November-December 1992,
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HISTORICAL OVERVIEW

Electricity and Water Supplies

Tacoma City Light was founded on the entrepreneurial spirit of
individuals such as Charles B. Wright, the “father of Tacoma.” Wright
arrived in Tacoma in July 1883 as one of seven men responsible for
choosing the terminus of the Northern Pacific Railroad. Tacoma had a
population of 4,000, was ideally situated on a deep-water bay, and was
surrounded by abundant timber and other natural resources. The arrival
of the first railroad terminus in the Northwest seemed to assure Tacoma’s
importance in the commerce of the region and the nation.

At that time, the town’s main drawback was the lack of a dependable
water supply. It was obvious that the spring-fed, gravity-flow water
system would be inadequate to meet the needs of the rapidly growing
community. This came to Wright’s attention soon after his arrival,
Within two weeks he had outmaneuvered the existing water supply
companies and persuaded the City Council to pass an ordinance granting
him the “privilege to supply the city of New Tacoma and its inhabitants
with pure and fresh water.”

By June 10, 1884, Charles Wright and General John W. Sprague had
incorporated the Tacoma Light & Water Company. By November 1886,
the Tacoma Light & Water Company was about ready to enter the
streetlighting business. Poles had been placed, wire was being strung and
“electric dynamos” were nearly ready for operation. The company
generated electricity from a small powerhouse in Galliher’s Gulch, near
South 26" Street and Pacific Avenue. Service extended three-quarters of
a mile along Pacific Avenue by January 1887. Rates were high and
generating capacity inadequate.

By 1889, Tacoma needed more than just streetlighting. People were
asking for electricity in their homes. Complaints against the company
were growing, and even with a new powerhouse completed in 1889 and
equipped with a “modern” generator capable of lighting 1,500 lamps, the
tide of criticism could not be stemmed.

The lights weren’t bright enough, there weren’t enough of them, and the
company was poor in responding to outages and other service issues,
customers complained. Support for a municipally owned system was
increasing,
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By 1892, the idea of a municipally owned light and water system had O
become the political issue of the day. The following year, after extensive

study, the City decided the quickest way to own a light and power plant

was to purchase Tacoma Light & Water. Wright, tiring of his investment,

was interested in selling — for a sum of $2.1 million. The City Council,

however, had calculated the value at $1.52 million. This fostered a fierce

debate over whether or not to buy the company. Finally, a small

committee traveled to Philadelphia to bargain with Wright face-to-face.

This meeting led to an agreement for the City of Tacoma to purchase the

Tacoma Light & Water Company for $1.75 million.!

In March 1893, the Council passed “an ordinance to provide for the
purchase of the water works and electric light plant, and all such water
supplies, riparian rights, rights of way, lands, lots, personal property and
franchises as are now owned and operated by the Tacoma Light & Water
Company.” The issue passed the public election, and in July 1893 the the
City of Tacoma became the proud owner of a municipal utility.?

Telephone Services

The first telephone on the West Coast was installed in Tacoma in April
1878, connecting the Telegraph Operator’s Wharf on Second Street and O
Lighter’s Foundry on Pacific Avenue and 17" Street. Tacoma’s first

permanent telephone, installed in 1880, connected the Tacoma Mill in Old

Tacoma and the Western Union office. The next line linked Dr. Harvey’s

home with Bonney’s Drug Store. Tacoma’s first exchange, the second in

the Washington Territory, was established in Rebard’s Cigar Store by

E.W. Melse and the Sunset Telephone and Telegraph Company in 1884.

By the turn of the century, Tacoma and its telephone service were
expanding at a rapid rate. Sunset, however, began to experience
competition from its rival, the Telephone Company of Puget Sound.
During the next few years, the two firms struggled for customers.
Customers wrestled with two separate telephones if they wanted to
connect with the rival company’s instruments. Finally, in 1916 the two
operations were reassigned to the Pacific Telephone and Telegraph
Company.’

Telephone service expanded over the next 50 years until it reached
virtually every home in the city. Service under Pacific Telephone &
Telegraph continued until 1964, when a split in its parent company led to
the formation of Pacific Northwest Bell Telephone Company.



p
\

Historical Overview

With the approval of the State Public Service Commission, Pacific
Telephone & Telegraph holdings in Washington, Oregon, and parts of
northern Idaho were turned over to Pacific Northwest Bell and more than
30 million shares of common stock in Pacific Northwest Bell were given
to Pacific Telephone & Telegraph shareholders. At that time, 90 percent
of Pacific Telephone & Telegraph shares were controlled by AT&T.* In
addition, Pacific Northwest Bell agreed to not pass on the expenses
accrued by its formation to their customers, but would maintain current
rates for a period of 10 years.’

Cable Television Services

The year 1965 was important for both the local and national cable
movement. The FCC assumed jurisdiction over Community Antenna
Television (CATYV) systems and began to impose its own regulations.
The State Utilities and Transportation Commission called for a legislative
investigation to determine whether the monopolistic nature of the industry
required the state to regulate rates and services.® In addition, Pierce
County commissioners began considering franchise applications for
providing CATV to the University Place and Lakewood areas where
2,500 potential customers were anxious for the “fix” that would eliminate
the “snow” the existed on their screens when using an antenna.’

The following year, the county approved the first franchise, but
deliberations continued in Tacoma. By the spring of 1966, seven
companies had filed requests for franchises within the city limits. Criteria
for selection included the company’s financial resources, intended scope
of service, proposed rates and franchise payments, and the number of free
channels provided for public us,e:.E Representatives of the only two locally
owned companies among the seven applicants urged the awards be made
to Tacoma firms. The council also believed that the city “should do
business with local people so that you can talk to the local ownership and
not rely on information from attomeys representing outside companies,”
and felt the eamings made by Tacoma companies would remain to support
the local economy. City Manager David Rowlands, however, said it was
the Finance Department’s opinion that two outside companies proposed
franchise tax payments that offered the greatest return to the city.”

Arguments for local ownership eventually prevailed, and the City Council
named Tacoma Cable Company and Cable TV Puget Sound in the initial
franchise ordinance of September 1969.'° '

Subsequently, City Manager David Rowlands raised the possibility of the
city forming its own utility for CATV. He recommended that “all
previous proposals be rejected and that the city manager and his staff be
directed to explore the possibility of either accepting new franchise
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proposals or investigating in depth the desirability of establishing a city- ;
owned and operated cable television antenna system.” O
In response to concerns expressed by officials in the cable industry, he

stated: “If the state law is somewhat obscure on the right of a city to

engage in a CATV utility, then I am sure that revisions could be passed by

the legislature. With Tacoma ... facing a financial crisis in the years

ahead, it appears that this could be another source of revenue ... while at

the same time keeping the rates for the subscribers to a minimum, ™"

In January 1970 the two franchises were awarded as initially granted,
although the Cable TV Puget Sound franchise was rescinded after only
one week. As a result, Tacoma Cable Company was the sole cable
television franchise to begin operations in Tacoma, with the second
franchise once again open for discussion.'> A few months later,
TelePrompTer Corp. was granted the second franchise, with a third
franchise subsequently given to Community Tele-Communication, Inc."”
Excited about its new opportunity, TelePrompTer Corp. said work on its
cable television system would begin soon. The president of the company
painted a bright picture of the following five years, which included a two-
way cable system which would allow every home on the system to have
what amounted to a computer in its living room. He said that “bills will
be sent — and perhaps paid — by cable; doctors, lawyers and
businessmen can arrange conferences; housewives can browse through a
market and shop by television; and school officials can arrange vast
changes in curricula by using the systems.”* By May 1971, Tacoma O
Cable Company was taking over the area to the north and west of South
35" Street while TelePrompTer took over the south and east. Community
Tele-Communications, having only recently received its franchise, had not
yet begun hanging cable.”®

Within two years, the only remaining cable comparny provider in Tacoma
was TelePrompTer. With 480 miles of cable and 7,300 subscribers
representing 22,000 viewers, TelePrompTer offered cable service to
almost every section of the city. At that time, its $4 million investment
included a system with a 30-channel capacity.

Internet Services

The Advanced Research Projects Agency (ARPA)Y’s Information
Processing Technology Office was the initial funding source for computer
facilities at 17 sites across the country. Key researchers needed to access
these computer resources directly from their offices. The ARPA
commissioned construction of an experimental computer network based on
a packet-switching technology. This was installed at UCLA in September
1969. Afier being hooked up to phone lines, the packet switches at four

O
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university sites began to exchange information packets long distance.
This was the beginning of the ARPANET.

Growth of the APRANET, particularly for military-related traffic, led the
Defense Department to take it over in 1975, Connections were made
available only to organizations doing work that fell within Defense
Department guidelines. Although many universities, government
agencies, and even some computer vendors were qualified, others were
not. These outside sources decided to form computer networks of their
own. The two most notable were CSNET and BITNET, which were
formed by education and research sites.

The growth of the networks outside of the ARPANET created new
challenges, in particular they had difficulty connecting to each other
because of incompatible communication protocols. As a result,
Transmission Control Protocol/Internet Protocol (TCP/IP) was develop to
allow the different networks to interconnect and “communicate.” On
January 1, 1983, ARPANET and the Defense Department began using
TCP/IP and this “network of networks” soon began to be referred to as
the “Internet.”

The Internet remained virtually unknown outside research and defense
circles until the late 1980s when the growth of personal computers fueled
consumer interest. By 1990, many metropolitan area residents owned a
computer, modem, and telephone and were using Internet Service
Providers to get online. Companies like Software Tool and Die, Panix,
Digital Express, and NetCom offered individuals affordable “Internet
accounts.” As the number of sites and users grew, the Internet came to
resemble an overgrown information jungle -— one without signposts or
maps. In the late 1980s and early 1990s, bewildered users created tools to
locate and index resources. These guideposts helped others in the Internet
community find their way, and transformed the Internet into a more user-
friendly network.

“archie” was the first to cut through the information undergrowth.,
Created in 1990, archie enabled users to scan a lists of the Internet’s
holdings with a single query. archie was followed by Gopher in 1991 as
the first widely-popular “Internet navigator.” It let “information owners™
organize data into hierarchical menus. Users could then view, scroll
through, and make selections from these menus. But the question was
now how to find something in “gopherspace,” since the original Gopher
plan did not include a general index.

The answer was called VERONICA. This database held over one million
entrics from Gopher menus by 1993. VERONICA servers were kept busy
performing searches for Internet users around the world. Meanwhile in
1992, in Switzerland, a physicist devised a way to organize the Intemnet-
based information and resources he needed for his physics research. He
dubbed his system the World Wide Web. To connect individual pieces of
information, he made use of “hypertext,” which allows document owners
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to include names and pointers — addresses — to other relevant items. By
clicking on a hypertext link, users tell their computers to “get the address Q
associated with this link, and go there.”

An Internet browser called Mosaic, developed in 1993, made the Web and
the Internet more user-friendly and accessible. Mosaic let users retrieve
and display graphics, images, and sounds with a single mouse click. The
combination of the Web and Mosaic — and similar programs such as
Netscape Navigator — transformed the look and feel of the Internet.
Formerly a world of largely text-based, hard-to-find resources, the
Internet became an inviting multimedia information system.

During the past three years, the Intemet has become increasingly
accessible. Most visibly, the Internet has become a new venue for
business. Companies are trying to determine just how this online,
“cyberworld” will shape the business products and players of tomorrow.
The Internet has become more than an wildly new information exchange;
it’s an overwhelming cultural phenomenon.'®

Access costs, however, are still prohibitive for some segments of society.
The issue of universal access has been one of the most controversial issues
surrounding the Intemet. For communities such as Tacoma, how to make
lines, equipment, and services equally available to residential users in all
neighborhoods — including homes, schools, and libraries — is an issue
that has not been resolved.

)
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Overview

EXISTING TELECOMMUNICATIONS OPTIONS IN TACOMA

Is the greater Tacoma area prepared for growth in the area of
communications? Do we have the telecommunications resources
necessary for businesses that may want to locate in this area? What about
growth in telecommuting? How will the explosion of the Internet be
accommodated?

US WEST and Tele-Communications, Inc. (TCI) control the only existing
wired systems currently available for the telecommunications
infrastructure needs of the greater Tacoma area. By examining these
companies, the infrastructures they control, and some of the emerging
wireless providers, an understanding of the existing options available to
meet the needs of an economically vibrant greater Tacoma area can be
achieved.

US WEST

US WEST is the incumbent provider of local telephone service in the
greater Tacoma area, Currently, all requests for new services, installation
of advanced or large capacity equipment, and additional phone lines must
be completed through US WEST. While the central offices in Tacoma are
interconnected with fiber optic cable, the majority of Tacoma’s telephone
system consists of twisted copper pairs. A limited amount of fiber optic
cable has been placed to businesses with large telecommunications
budgets. Local businesses have experienced waits of four to five months
for digital lines, and some have considered completing the installation of
necessary fiber links themselves.

US WEST’s residential customers have experienced similar frustrations.
A service request for the installation of a second phone line may take more
than a month to complete. US WEST’s service reputation was a leading
factor in Washington regulators’ decision to deny US WEST’s request to
more than double its monthly residential phone rate, Regulators instead
ordered the company to lower its rates. US WEST officials have
responded that without the rate increase, investment in upgrading the local
telephone network will not continue and customers may continue to
struggle with service. '

US WEST is also facing a growing demand placed on its system from
increasing numbers made through modems for Internet connections. An
average Internet connection lasts approximately 14 times longer than the
average voice call that the system is designed for, leading to potential
disruption of vital functions such as emergency 911 services.
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TCI

A second candidate to develop an advanced communications
infrastructure is the existing cable television operator, Tele-
Communications, Inc. TCI maintains a cable plant serving all of Tacoma
and a large portion of Pierce County. This cable operator provides
residences of the City of Tacoma with 36 channels at 350 MHz, and
serves portions of Pierce County with 60 channels through the recent
purchase of Viacom’s local cable properties. TCI customers are often
unhappy with the customer service they receive from TCI, and express
frustration about the limited selection of channels and programming.
However, the main complaint has been rising cable rates.

The company’s increasing rates point to TCI’s poor financial position and
a need to raise revenue while curbing expenses. In November 1996, TCI
announced that it would be “deferring the rebuilding of the balance of the
company’s cable systems” in most areas and instead would install digital
set-top boxes. These boxes deliver more channels and an improved
picture quality, but do nor usually require upgrading the network from
coaxial to fiber optic cable. Without an upgrade, the network will not
have the capability for two-way communication and will not be able to
provide telephony, two-way Intemet access, or other advanced
telecommunications features. Additionally, set-top boxes require an
additional phone line for any pay-per-view ordering, only adding to the
demand pressure on the telephone network.

The City of Tacoma is currently undergoing franchise renewal
negotiations with TCI. During these negotiations, the City has looked for
a commitment from TCI that the upgrades performed on the system will
be with fiber optic technology, and not a “quick-fix” solution using the
existing coaxial cable network. Before TCI announced a halt to system
rebuilds, it had estimated that rebuilding its Tacoma System would take
an estimated three to four years.

\/ﬁ“\
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EXISTING TELECOMMUNICATIONS OPTIONS IN TACOMA

US WEST

Summary

US WEST’s subsidiary, US WEST Communications, is the main
provider of local telephone service in the Tacoma area. Although a major
player in the telecommunications industry with $11.7 billion in annual
revenues, US WEST Communications has a poor service reputation. This
was a key factor behind Washington regulators decision to deny the
company’s request for a large rate increase. Further, regulators required
the company to reduce its rates. In response, US WEST declared that the
comparnty will no longer be able to invest as much money into improving
its Washington network, causing service and the important state-wide
network to be in danger.

While US WEST’s main business suffers, the company has been rapidly
diversifying and developing new markets. US WEST has a major stake in
the cellular market, recently joining with AirTouch Communications to
form the nation’s third largest wireless phone company. Another alliance
with Bell Atlantic and NYNEX couid provide cellular service to as many
as 100 million customers. In 1993 it launched a high-profile digital video
trial in Omaha, with plans to expand to other major cities. After a year-
long market trial, the promised digital television never was introduced,
and the project was ended due to technical and financial difficulties. US
WEST has also entered into the video market through its recent purchase
of Continental Cablevision. It also owns 23 percent of Time Warner
Entertainment, controlling the majority of Time Warner Cable, HBO, and
Warner Bros.

US WEST’s central offices in Tacoma are interconnected with fiber optic
cable, but the rest of Tacoma’s distribution plant is nof state-of-the art. A
limited number of fiber optic cables have been placed to a few select
businesses and waits of four to five months for a high-capacity line are
not uncommon. Growing Internet use, which keeps lines in use longer
than planned, is making carriers like US WEST nervous. They claim it
could lead to the disruption of vital public safety services like 911. This
suggests a need for an upgraded public data network.

Background

US WEST is the incumbent Local Exchange Carrier (LEC) providing
local telephone service in the metropolitan areas of Puget Sound. The
company has had a near-monopoly with 25 million customers in 14
western and midwestern states since the establishment of the Regional Bell
Operating Companies (RBOCs) at the breakup of AT&T in 1984. Today
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US WEST has $23 billion in assets, $11.7 billion in annual revenues,
61,500 employees and more than a million shareholders. The company is O
headguartered in Englewood, Colorado, a Denver suburb.

No RBOC has ventured farther from its basic regulated telephone
business than US WEST. This diversification was meant to provide a
brighter future for US WEST as deregulation and competition slashed its
monopoly telephone profits. However, this diversification is clouding its
future and may have been a factor leading to deteriorating phone service.

Service Reputation

US WEST’s service reputation has suffered due to the company’s record
of poor telephone service. US WEST struggles with the largest service
territory of all RBOCs, responsible for a 14-state western region
However, customers have little patience with a company incapable of
installing a new line within week or sometimes even months — no matter
how impressed they might be with how many states US WEST serves.

Federa! and state regulators have been requiring US WEST to improve
service, especially regarding the installation of new or second phone lines.
Emergency rules have been proposed in at least five states in US WEST’s
territory, establishing voucher systems of $150 a month for customers
waiting for new phone lines. The reason for the ruling in Colorado,
according to that state’s public utilities director, was that “little, if any,
apparent progress is being made toward resolving this problem.”’ The
costs of the vouchers are small for US WEST, but they are symptomatic O
of a growing ill will in state legislatures. In Washington, Governor Mike
Lowry vetoed a 1995 US WEST-backed bill that would have maintained a
ban on competition from the likes of AT&T and MCI on in-state long
distance calls.

Rate Reductions

Poor service was the leading factor behind a rate reduction ordered by
Washington regulators in 1996. US WEST had asked for permission to
raise average monthly residential phone rates from $10.75 a month up to
$26.35. Instead, the regulators ordered US WEST to lower its rates on
residential, business, and long distance service. Further, regulators
criticized the company for taking profits outside the state and paying too
much in employee bonuses — all at the expense of customer service.
After the company requested the rate increase in February 1995, the
commission received overwhelming response from US WEST customers
opposing the increase. The commissioners said that ordering US WEST
to reduce its revenues by about $91.5 million “gives the company what it
needs — fair rates based on the company’s actual costs, greatly increased
flexibility to lower prices to meet market requirements and meaningful
incentives to improve service quality.”™
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Investment Jeopardized?

US WEST’s vice president for Washington, Dennis Okamoto, warned that
because of the decision the company no longer could invest as much
money in the state and that service quality may be jeopardized. Okamoto
said US WEST had been investing about a million dollars a day in its
local telephone network and, without better eamnings, work would not
continue. -While the commission’s order was made in response to poor
service and long waits for phone installations, company manger Kathi
Willis said the order “could cause service delays to be even greater.”™ US
WEST argues the commission has erred in its ruling in three areas: direct
costs, laying spare capacity, and calculating depreciation.’

Cellular

US WEST is attempting to enter new markets other than local service
within its territory. It is building a significant cellular presence, making a
number of strategic moves in the last few years toward that goal. In July
1994, US WEST and AirTouch Communications announced a joint
venture that combined their domestic cellular operations to create the
nation’s third largest wireless phone company. Together, US WEST and
AirTouch serve more than 1.7 million cellular customers in coverage
areas reaching 53 million people

US WEST’s 30 percent commitment to this venture was likely sparked by
two events. The first was AT&T’s $12.6 billion acquisition of Bellevue,
Washington-based McCaw Cellular Communications Inc., the nation’s
largest cellular company. The second was the auction in December 1994
by the FCC of wireless phone licenses for “personal communications
services” which was meant, in part, to bring significant competition to the
wireless services industry,

Wanting more clout in the auction, US WEST/AirTouch entered another
alliance in October 1994 with Bell Atlantic Corp., and NYNEX Corp.
This alliance could provide wireless service to nearly 4 million cellular
users and the possibility of up to 100 million customers.” Under the name
PCS Primeco L.P., the four companies won licenses for communications
services in 11 major cities®, including Chicago, Dallas, Miami, New
Orleans, and Honolulu.

Video Trials

Another of US WEST’s new ventures was in the interactive market. In
1993, US WEST announced plans to build combined voice, data, and
video networks both outside and within its 14-state territory. In a highly
publicized move, US WEST received FCC permission to launch a “video
dial-tone™ trial in Omaha consisting of a six-month technical trial,
followed by a 12-month market trial.” One month into construction, US
WEST said it would pursue a multi-market rollout of the video dial tone
service in Denver, Minneapolis-St. Paul, Portland, and Boise¢ when FCC
approval was obtained.®
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The company launched its 12-month market tést in Omaha on August 31, Q
1995. Marketed as TeleChoice, the service passed nearly 50,000 homes

using a hybrid fiber coaxial network.” Contrary to its initial

announcements, the system began with only analog services and

customers had to purchase set-top boxes unless they already owned cable-

ready TVs and VCRs. Digital services, such as movies-on-demand and

interactive shopping were promised.’® The basic rate was $5.95 a month,

which included many popular cable channels. Additional packages for

sports, family, and news were also to be offered.!

By January 1996, US WEST was still “moving closer” to its near-video-
on-demand model. The package of analog channels now had more than
8,000 subscribers and testing was “well ahead of schedule.” The prospect
of a digital system was delayed to a vague “later this year” when the
system was working to US WEST’s satisfaction.'?

Less than two months later, US WEST dropped its plans for a digital
rollout in Omaha. Essentially the trial was too expensive and did not
work."” The market trial was officially ended on August 31, 1996. The
company says it will continue to offer the analog cable services in Omaha.
US WEST’s remaining video dial tone market rollouts never moved
beyond the planning stage.

Cable TV ()
Following the conclusion of the digital video market trial in Omaha, US ~
WEST decided to enter the video market by purchasing cable systems in

other regions. US WEST’s newly formed subsidiary, the US WEST

Media Group, was to manage these properties.

In February 1996, US WEST announced the purchase of Continental
Cablevision with its 4.2 million cable subscribers for $11.8 billion. US
WEST purchased Continental’s stock for $5.3 billion and assumed its
debt, valued at $6.5 billion."

This deal made US WEST the nation’s third largest cable operator. With
its Time Warner properties, US WEST Media Group’s domestic cable
market potential is about 16.2 million homes."’

US WEST also owns 25 percent of Time Wamer Entertainment, a
partnership controlling most of Time Wamer’s 12 million cable
subscribers, HBO and Wamer Brothers film studio. Time Warmer is
seeking to regain control of Warmner Brothers and HBO in exchange for
shifting much of its capital-intensive cable business to US WEST, along
with a significant portion of Time Wamer’s $17.5 billion debt load.
Talks were expected to accelerate after the completion of the US WEST -
Continental merger."”
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Investment Profile

US WEST Media Group’s third-quarter 1996 profits fell 38% from the
previous year’s quarter to $18 million — which the company tied to heavy
investments in cable and wireless operations.'® Fitch Investors Service
put US WEST Media Group on the ratings agency’s credit watch,'

US WEST in Tacoma

US WEST operates the switched telephone network in the Tacoma area.
This network is based around central offices, each serving 10,000 to
50,000 customers. The central office is the wire center from which all
telephone services are provided. It houses the switching center where
telephone dialing information is registered and calls are switched to trunks
leading to other central offices or long distance providers. All the switches
and traffic between offices are digital — to maintain the quality, speed of
switching and efficiency of the common network.

Seven central offices serve the Tacoma area. The central office in
downtown Tacoma 1s the largest and most important. It has
interconnecting cable to all other central offices in the area and
Interconnections to other large offices and long distance carriers in the
region.

Central offices are interconnected with fiber optic cables. Each cable
contains about 144 fibers. High speed digital communications are
maintained on the cable, providing DSO, and higher capacity DS1 and
DS3 circuits.

‘While much of the common electronics are dedicated to switched
telephone traffic, other equipment is used for leased, point-to-point digital
circuits for private telephone and data use. When a circuit is “nailed-up”
through the central offices, it is assigned for point-to-point use. Many of
the “nailed-up” circuits in Tacoma are routed through the downtown
central office, because this office has the tools to provision circuits.

Basically Copper

Each phone customer has at least one pair of copper wires running from
his or her telephone to a central office. These wires are wrapped around
one ancther and are referred to as a “twisted pair.” The wires start as
large bundled cables that branch out from the central offices. Most of this
cable in Tacoma is copper for basic telephone service. The typical
maximum distance for a telephone circuit is 12,000 to 18,000 feet,
depending on the gauge of wire in the cable. For services greater than this
distance, Carrier Service Areas (CSAs) are defined. Within these CSAs,
compact electronics cabinets are placed to serve cable plant up to another
12,000 cable feet away from the central office. DS1 circuits carry the
telephone traffic back to the central office for switching. Business DS1
leased circuits can be nailed-up through the CSAs as well as the central
offices. In recent construction, fiber optic cable has been used in cables
from the CSAs to the central office.
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A limited amount of fiber optic cable has been placed to business
buildings in Tacoma. New buildings expected to have three or more DS1
leased circuits, or existing large buildings showing significant growth of
high-speed digital communications, have been provided with service on
fiber optic cable. However, most business service is delivered on copper
telephone cable and little upgrading has been performed to replace copper
telephone cable with fiber optics. The business community reports that
waits of four to five months for DS1 circuits are not uncommon as US
WEST attempts to recondition copper telephone cable to provide the
service,

MONTHLY

RATES:" Residential Business
DSO $10.50 $25.00
DSt $£200.00* $200,00*
ISDN $68.58 $68.58%°

*plus a $616.50 installation charge
“not inclusive of all required fees

Internet Use and the Public Switched Network

Internet data traffic has exploded and is projected to continue growing at
exponential rates. Households with Internet access are expected to grow
from 3.1 million today to 27.4 million by the vear 2000.*' Internet
business transactions are predicted to grow to $250 billion in 2000.? The
public switched telephone network is experiencing traffic growth from
data users accessing the Internet. The switched telephone network
includes common equipment shared and re-used among all users. The
common equipment is expected to be available for re-use based on the
average length of a telephone call.

Residential users typically have had two typical methods of connecting to
the Internet — standard analog telephone lines and digital 1ISDN lines,
both leased from US WEST. NYNEX, an East Coast RBOC, is reporting
10 percent growth per month (300 percent per year) in Intenet access
lines. The RBOC provides the circuit from the user to the Internet Service
Provider (ISP). The ISP similarly leases business lines to receive those
Internet access calls.

Longer connect times a threat?

While selling more lines may seem like good news to the RBOCs, they say
the new traffic generates calls that last, on an average of 14 times longer
than an average business call. ® During the Internet session, a circuit is
tied-up from the user to an ISP. The RBOCs have built the switched
network so circuits are re-used among all telephone users, including voice
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conversations, faxes, and emergency telephone calls. The average connect
time of a call is a key design parameter used to equip the switched
telephone network with the proper number of re-usable circuits. Now,
with longer connect times, congestion is occurring in the switched
network and more common equipment is needed to serve the traffic. A
study done by Pacific Telesis in Central California’s Silicon Valley found
that 16 percent of local calls did not connect, mainly because of high
Intemnet use in that region. Normally, the RBOCs claim that fewer than I
percent of calls do not connect. The growth in Internet use, with its
implications for requiring a re-engineering of the network has the local
switched network has the local exchange carmiers concerned.

The RBOCs have told state commissions and the FCC that the rapid
expansion of Internet traffic threatens network access and could lead to
the potential disruption of vital public safety services such as 911
emergency call service.

The RBOC:s ask questions such as:

How about dismantling the existing flat rate phone charge structure?
Who will fund the expansion?

Should all telephone users pay more for each telephone line they lease?
Should the Intemet access provider pay a large access fee to receive calls
from the local switched network, since the traffic results from a service
they are providing?

Is the local switched network obsolete for growing public data traffic?
Even though the RBOCs have been extremely vocal about the dangers of
overloading the switched telephone network with heavy Internet use, and
the potential threat to emergency 911 services, the RBOCs have actively
teamed up with others to provide dial-up access. A local example is in the
alliance formed between US WEST and the Tacoma News Tribune to
provide Intemet to consumers and businesses in the South Puget Sound.
This service offers access speeds up to 28.8 Kbps, at a price of $19.95
per month for unlimited access, or $8.95 for 10 hours of access time.?*

FCC Chairman Reed Hundt has said that his agency should not regulate
Internet telephone or subject it to access charges — at least for now. “We
shouldn’t be looking for ways to subject new technologies to old rules,” he
satd. “Instead, we should be trying to fix old rules so that if those new
technologies really are better, they will flourish in the marketplace.” The
FCC may resolve the issue through access charge reform which the
agency expects to complete in 1997,

RBOCs can upgrade their transmission systems in many ways. The
circuits can be monitored for clues that each is carrying data traffic and
switched to special facilities for data. Or, the data traffic can be
“compressed” to free the circuit while there is silence or idle data between
bursts of use.
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Tele-Communications, Inc. (TCI)

Summary

TClI is the largest cable TV provider in the United States with 14 million
subscribers, it also has a reputation for poor service. Customers complain
about the company’s continuing rate increases — including a 13 percent
jump in 1996. The increases fuel TCI’s acquisition strategy, a near-
frenzy of purchasing designed to keep TCI larger than others in the cable
industry. TCI added 2.4 million subscribers in 1996 alone. John Malone
heads TCI and is also widely considered the best and brightest mind in the
cable industry.

TCI’s Tacoma system carries 36 TV channels at 350 MHz; while the
recently acquired Pierce County system carries 60 channels. TCI had
announced plans to upgrade its networks to hybrid fiber-coax systems, but
has instead decided to deploy digital set-top boxes which could make it
possible to offer digital TV without upgrading to fiber. This decision
stems from TCI’s struggling financial position and its huge debt load.

The company has halted many equipment deliveries, and is in the midst of
trimming expenses, eliminating jobs, and mitiating another round of rate
increases. TCI’s financial troubles have not stopped the company from
entering a number of alliances, which have vaulted it into the telephone,
digital satellite and on-line businesses. Q

TCI has nearly $2 billion in revenues, an operating cash flow of $533
million, 14 million subscribers in the United States, and 32,000 employees
in 49 states.

Customer Service

TCI has a reputation for poor customer service. TCI’s own research has
concluded that “subscribers are generally pleased with the technical
quality and programming offered and the price they pay for it, but they are
unhappy in dealing with the cable system when a problem arises —
getting through on the telephone and finding a sympathetic customer
service representative.”

John Malone, TCI's chairman, acknowledges that TCI has a long way to
go and he keeps one particular incident as a reminder: In 1994, when a
Connecticut local phone company began offering cable service to TCI
subscribers, as many as 20 percent defected at one time.” Malone does
not want to see that happen again, especially on a nationwide scale.

Rate Hikes

All the programs in the world do not change the main customer complaint
— cable rates. The company has a history of steady rate increases --
including a 13 percent across-the-board increase in 1996. TCI is planning Q
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another round of rate increases for January, 1997 and July, 1997.%
These planned increases will average 6 percent on the basic tiers, and
“modest™ increases in the cost of premium services and equipment.’
Malone attempted to quell analyst reaction by saying the impact of the
increases would be sofiened by adding new networks. In many of TCI’s
systems, however, TCI cannot add a new network without removing an
existing one from the system. A TCI spokesman could not explain how
the company will add services in systems with no extra capacity.” The
chief reason behind previous rate hikes has been TCI’s drive to acquire
other systems. “Qur mission in our first 25 years of existence was to
become big enough to survive in the marketplace that [TCI founder
Magness], Malone and others saw clearly on the horizon,” said one
management official.

Real Estate

TCTI’s focus has historically been clear — prime for more growth, Its
acquisitions have ranged from mid-sized cable operators serving 740,000
customers”, to the relatively small operators serving 31,000 customers.*®

TCI’s purchasing has left it composed of a patchwork of companies and
cable systems that have only recently been woven into a corporate whole.
Clustering has become a central strategy for large multiple system
operators such as TCI as they prepare to compete with telephone
companies, direct broadcast satellite providers and wireless cable
operators.

Financial gymnastics are TCI's trademark. A basic strategy seems to be
to use stock — even if the price is depressed — to continue acquiring
more systems and to use leverage creatively to do everything else. When
asked in a Business Week interview how big Malone intended to grow
TCI, he responded in part by saying, “The object is not to be the biggest,
it’s to be the richest. The biggest is the one that gets investigated by the
federal government.”

TCI, already the nation’s largest cable system operator, added more than
2.4 million subscribers to its existing subscribers® in 1996, including
systems owned by TeleCable, Chronicle, Columbia, and Viacom.*

TCI's Chief Executive Officer

While TCI has grown to be a very large company, it remains very tightly
controlled by its Chief Executive Office, John Malone. TCI’s corporate
culture, approach to problems, and activities are so intimately linked with
John Malone that attempting to understand TCI without learning
something about its CEQ becomes a meaningless exercise. Even Vice-
president Al Gore has called him a number of imaginative names.”* But,
the 55-year old man who has built the nation’s largest cable TV network
has been characterized as either “unemotional, cold or motivated by pure
logic”. Others in the cable industry have labeled him as a ruthless
monopolist.”*

11
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Malone is widely considered the best and brightest mind in the cable
industry and perhaps the telecommunications industry as a whole.

Malone eamed a Ph.D. in Operations Research from Johns Hopkins
University in 1967. He began at TCI in 1972 and one year later became
president and chief executive officer.. By 1982, TCI had grown into the
nation’s largest cable company due to his aggressive acquisition drive,
His empire controls video services to one in four households in America.

Malone seems to have a knack for tough negotiations. For example, he
turned off cable service in Vail, Colorado during a franchise dispute with
city officials. He also removed HBO from some Texas systems during a
renegotiation process with the network. Another Malone ploy used to
deny competition in “his” markets involved the Leaming Channel in 1990,
Lifetime Television Network had offered to buy the Learning Channel.
After the sale was negotiated, Malone told Lifetime he planned to drop the
Learning Channel from most of TCIs cable systems. Lifetime then
withdrew its bid. Four months later, the Discovery Channel, partly owned
by TCI, bought the Leaming Channel.

When asked, TCI says that it guarantees equal opportunities for all
programmers. However, some programmers appear to be more equal than
others. In October 1995, TCI raised the leased access rates for The 90’s
Channel, a progressive network, forcing it off the air. Meanwhile, NET, a
conservative network, has maintained easy access and low rates from

TCIL

An unusually low profile during 1996 fed rumors that Malone had grown O
disinterested in the cable business and was distancing himself from TCI.

However, in the fall of 1996, Malone resumed his 14-hour workday

schedule and active involvement in TCI’s operations. “Contrary to

rumors, I am not dead, terminally ill, or disinterested in my core

business,” Malone said.

Current Architecture

For the Tacoma service area, TCI operates a cableTV system carrying 36
television channels at 350 MHz. The headend is in a building on Martin
Luther King Ave, near 12 Sreet. in the Hilltop area of Tacoma. The
majority of television signals are distributed on coaxial cable from this
headend. Amplifiers are operated on a trunk and branch architecture with
many amplifiers in cascade. TCl has approximately 45,000 subscribers
in the City of Tacoma, and passes roughly 78,000 homes.

In Pierce County, TCI operates the former Viacom cable TV system

carrying 60 channels. There is capacity on the system to carry 80

channels. Two-way traffic cannot be carried without a major system

upgrade. The headend for this system is on 19" Sreet near Sprague

Avenue in Tacoma. The distribution of television signals from the

headend to regions of the Pierce County service territory is most likely by

point-to-point microwave radio. Coaxial cable delivers the signals from O

12
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regional facilities to the customers in a trunk and branch coaxial
architecture,

Build-Up Plans

In the Tacoma - Pierce County area, negotiations for a new franchise
between the City of Tacoma and TCI Cable of Tacoma are currently
under way. TCI’s Tacoma franchise expired in April 1995 but has been
extended multiple times during the negotiations. In Tacoma, TCI had
announced that it was in the process of shaping its networks into 300-
home nodes that eventually would be served by hybrid fiber coax .
networking at 750 MHz.* If undertaken, TCI said the rebuild would be
completed in approximately four years.

However, John Malone stated that TCI has suspended equipment
shipments from suppliers and will be “deferring upgrading the balance of
the company’s cable systems.” It will focus instead on deploying digital
set-top boxes “opportunistically”*® TCI feels set-top boxes can deliver
improved pictures and more channels using compression technology that
make it possible to offer digital television service without changing the
company’s older systems from coaxial wire to fiber.*” This digital cable
service will be deployed once General Instruments Corporation can build
enough set-top boxes and digital deployment integration issues are
settled **

There are a number of potential problems deploying set-top boxes, as well
as a number of benefits for TCI.

Potential problems:

Each TV that receives premium services needs a new set-top box.

TCI’s cost per set-top box would be roughly $400.

Any premium ordering by a customer requires an additional phone line or
ties up an existing phone line.

No improvement in existing analog picture quality is provided.

The trunk and branch architecture remains susceptible to outages.

No two-way communication, such as Internet access is available,

Benefits for TCIL:

It could be priced at an additional $20 per month, as an-add on to basic
cable service. ¥

Using eight current channels at a 24:1 ratio would allow up to 192 new
digital channels in a system.®

New set-top boxes would be needed for premium subscribers only.
Set-top box could be funded by the subscribers as a lease charge. (The
current box rental averages $2 to $3 dollars per month, where the new set-
top boxes would be rented for approximately $6 per month).

13
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In addition, the Telecommunications Act of 1996 allows a company like
TCI to include expenditures on new set-top boxes in its rate calculations
for its lowest tier of service even if subscribers paying for that service do
not get the set-top boxes. Essentially, TCI can get paid twice for the new
set-top boxes: once through rates and again through lease payments.

The City of Tacoma is trying to get a commitment from TCI that the cable
company will perform upgrades using high-quality fiber optics instead of
maintaining the current coaxial cable.*!

The TCI (former Viacom) properties in Pierce County are currently
operating as a 450 MHz system. The architecture is somewhat more
advanced than the Tacoma properties. The electronics are operated at a
450 MHz capacity, though the amplifiers are spaced at 550 Mhz
operation. Upgrading the Pierce County properties would generally
involve only the replacement of the clectronics to make the system capable
of two-way communication.

TCl is also implementing a DBS strategy with Primestar, This strategy
would allow TCI to offer a 140-channel, mid-power service and a
separate high-power, 80-channel sports and pay-per-view offering
compatible with existing cable offerings. This package (named TSAT)
will act as a “wireless digital” upgrade and will be marketed as a
complement to cable service, giving TCI systems which can not afford
digital upgrades a chance to compéte with the other DBS providers for
subscribers. Another attractive feature of this service, scheduled to begin
in February, 1997, will be its 13-inch dishes, which will be the smallest on
the market,

Investment Profile

TCI’s credit status has been in a downward spiral and its stock price has
fallen. Rating agencies such as Moody’s and Standard & Poor’s have
been considering lowering TCI’s debt ratings to junk-bond status —
currently just one notch above it. TCI has approximately $14 billion in
debt and interest alone, which more than wipes out its operating income‘”_,
so a further downgrade would be enormously expensive for TCI.

This pressure on TCI has made it tougher for the company to raise money
— erther through new equity or debt placements — for continued growth.
With competition looming from telephone companies, electric utilities, and
direct broadcast satellite services, restraints on TCI’s ability to grow come
at an inopportune time.

TCI agreed that its expenses were “temporarily elevated” in the third
quarter of 1996, citing costs from the company’s venture into the cable
modem and digital television business. John Malone said that in 1997,
TCT’s capital cable expenditures would be “substantially lower than in the
past three or four years.” In order to resolve its money crunch, TCI has
decided to raise rates and reduce programming costs, capital expenditures,
and its debt-to-cash-flow ratio next year. TCI said it is looking at every
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expense item to trim costs™, which was the driving force behind the
company’s early December 1996 elimination of 2,500 jobs and freezing
salaries.” TCI also said that its key subscriber count fell by 70,000
during the third quarter of 1996, raising more questions about the
company’s ability to survive in a more competitive market.

Having watched TCI miss a number of financial goals, some media
analysts say they are going to wait until TCI’s plans bear fruit before
investing in the company. One investment firm executive said, “They
haven’t met any targets. It’s like the emperor has no clothes.” In typical
John Malone fashion, the reply from the chief executive was: “If
shareholders are really discouraged, I’d be happy to put together a few
friends and buy (TCI shares) back from them.”*

Other Services Offered

TCI Telephony launched its first commercial network in Hartford,
Connecticut. Telephony projects in Arlington Heights, Illinois, and
Fremont, California, were scheduled to be launched by the end of 1996.4
The company probably will not move beyond these three markets for some
time, and then will consider other locations on a case-by-case basis.

These telephony services can be offered by systems running at 450 MHz,
but the systems must have two-way capability.

TCI also'plans to offer advertising space on its network. TCI is
experimenting with a plan to develop home pages on the World Wide Web
for local advertisers. The advertisers would then promote the home pages
on a TV commercial bought from the local TCI cable system. Local
advertising looks promising to TCI. It foresees a shift in the way local
advertisers think about advertising — perhaps re-evaluating newspaper
and radio advertising.*® Some of the more popular segments are aimed at
real estate sales, automotive sales, classified listings, personal classifieds
and even info-mercial programming.*

Monthly Rates”

Basic Enhanced Editor’s Choice Premium
TCI (Tacoma) $9.97 $£23.12 $40.07 $£57.07
TCI (Pierce County) $11.56 $32.33 $44.50 $56.28

fapproximate - depends on area)

“additional fees including equipment, taxes, etc. apply. (Addressable
converters cost $3.10 per month for example).

Alliances

In 1994, TCI and five other cable operators (Time Wamer, Continental
Cablevision, Cox, Comcast and GE Americom) entered the digital satellite
business with Primestar Partners. Primestar has grown since 1994 to 1.1
million subscribers, half of whom get bills from TCI, the other half from
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the other partners. Primestar contributed $200 million to TCI’s revenues I
last year which could easily double that this year.” \

TCI joined with Comcast, Cox Cable and Sprint to create a venture to
package long distance, local telephone, wircless and cable services. This
venture (named Sprint Spectrum L.P.) includes an all-new, all-digital,
nationwide network for Personal Communications Services (PCS).”

Microsoft, TCI, and venture capitalists Kleiner Perkins Caufield & Byers
have set up a high-speed multimedia on-line service called @Home.
(@Home would function as the “Internet channel,” offering its
programming to users over TCI’s two-way coaxial cable systems for -
roughly $35 a month. The @Home service entered testing in March 1996
in Freemont, California, ™

Other Plans

TCI had planned to merge with Bell Atlantic in 1994 to get into the
telephony market.* However, the $33 billion merger was called off in
March, 1994 due to FCC cable rate rollbacks, TCI's weakening cash flow
position, Bell Atlantic’s declining stock price and the unwillingness of
either company to budge on the pricing issues.

TCI and Microsoft are currently engaged in a cable-based, interactive,

utility services trial program in Northern California with Pacific Gas &

Electric. This trial started in 1994, is testing application software,

hardware, and network components of a system that can read water, gas, O
and electric meters and provide homeowners with hourly energy

consumption reports by device.*

TCI owns 49 percent of Teleport, a competitive access provider that links
private business networks to long distance carriers,

TCl is experimenting with McCaw Cellular on personal cellular networks
in Ashland, Oregon.
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The Market

- Overview
THE LOCAL TELECOMMUNICATIONS MARKET

Understanding the local telecommunications market is critical to
gaining an understanding of the environment in which
telecommunications decisions must be made. This review of the
telecommunications market in our local community analyzes both the
residential and business markets for telecommunications services as
they stand today. A discussion of how different economic futures are
impacted by telecommunications concludes the section.

Market research and analysis is a proven method for taking the pulse
of the marketplace. The following documents, Current Residential
Market, Current Business Market, and Future Markets, faithfully
capture the pulse of the telecommunications market in this region,
and also relate how a new telecommunications business would impact
the economic future of the community.

The future market analysis relates the a telecommunications
infrastructure to the regional evolution of economies, in this case
from the industrial age to the information age. Being at such a
Juncture offers communities an opportunity to step back and ask
questions such as: What direction is our economic engine heading?
What direction do we want it to head? Are we building a base so
tracks can be laid in that direction? Based on the answers to those
types of questions, communities like ours will make decisions that
influence the direction the economic engine heads.



The Current Residential Market

Summary

The Residential Market
Research performed by
Market Data Research Corporation
Gene Starr, Senior Principal
and
Dethman & Associates
Linda Dethman

Analysis by
Dethman & Associates
Linda Dethman

The Current Market

To help assess current market support for advanced telecommunications
services in the greater Tacoma area, Tacoma City Light pursued two
avenues of customer research:

. A random sample survey of 606 residential households (+/- 4%
error at 95% confidence), and '
. A survey of [+/- 200] businesses with over 25 employees selected

from the Tacoma-Pierce County Chamber of Commerce
membership and other sources.

Each piece of research addressed two major questions about
Tacoma City Light’s potential plan to build a broadband
communications system to serve its customers:

. How strong is the market demand for services which could be
offered through this system?
. How strong is customer support for Tacoma City Light building

such a system?

" Market and Policy Support - Residential Market

How Strong Is Market Demand?

‘Tacoma area houscholds have characteristics which suggest they would be
receptive to Tacoma City Light offering them cable TV and other
telecommunications services.

Demographics such as a strong base of technical and professional people
(29%), as well as retirees (25%), higher educational levels (68% with at
least some college), and adequate income are consonant with both types of
services.



The Current Residential Market

Overview and
Methods

Survey Methods

Over three-quarters of households (78%) already have cable TV, and over
half say they need cable to get television reception at all. In addition,
many households have all or part of the experience and technology (e.g.,
46% with computers, 32% with a modem, 18% using the Internet) to take
advantage of other capabilities of an advanced communications system
(e.g., data transmission, Internet access).

If a new cable TV provider were to offer lower prices and/or improved
programming, three-quarters (73%) of customers say they would be
extremely or very likely to switch to that new company. Customers are
looking for the best value, both in terms of cost and programmmg, and
would welcome the benefits of competition.

Customers also value Tacoma City Light; when asked which of four
companies they would choose for cable TV, even if all offered similar
services and prices, Tacoma City Light was the leader by far (44%), with
the current provider a distant second (13%).

How Strong is Customer Support?

Most customers have not heard of Tacoma City Light’s potential plan to
build a new communications infrastructurc. Still, when told the basics
about the system — including how it would improve electrical service and
how it would be financed — the large majority, 81%, supported the
venture. Customers cited the benefits of competition, but a notable
number also specifically mentioned that Tacoma City Light is a good
company and would provide better service, perhaps at a lower cost.

Residential Customer Survey
The goals of the residential customer survey on telecommunications were
to:

. Assess the demand for an alternative cable television (cable V)
provider m the greater Tacoma area _

. Assess market readiness for other telecommunications products
and services

. Assess support for Tacoma City Light constructing a broadband

communications system

Questionnaire Development. A draft survey was developed and then
reviewed during a focus group discussion with 11 residential customers.
Results of this focus group revealed that residential customers, while quite
sophisticated about cable TV needs and concems, were less able to
discuss other telecommiunications services (i.e., the need for Internet
access.) Thus, the survey was revised to focus on cable TV issues and
support for building the system, and to gather baseline information about
household technologies which might signal rcadiness for other
telecommunications services.
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The Current Residential Market

Key Findings

Sample Size and Reliability. From all indications, the results from
this survey provide very reliable data for Tacoma City Light. This sample
of 606 randomly selected households reflects Tacoma City Light’s entire
residential customer base within a + or - 4% margin of error, with 95%
confidence.

Data Gathering. Survey data were collected through telephone
interviews conducted at Market Data Research in Tacoma, Washington,
during October and November 1996. Each interview lasted about 15
minutes.

Data Notes. Due to rounding, percentages may not total 100%.

Caveat. While the greatest care has been taken in all stages of this
study, the survey data reflect Tacoma City Light customers at one point in
time. Decision-makers should bear in mind that people can and do change
their minds and may act differently than survey results indicate.

Residential Market
Household Demographics. Demographically, Tacoma area

houselolds have characteristics which suggest receptivity to cable TV and
other telecommunications services, including:

. Substantial percentages of households with professional and
technical workers (29%) or retirees (23%);
. Many households with higher educational levels (68% with at
. least some college); and
. A third of households with incomes of $40,000 per year or more.

Cable TV Penetration and Stability. Most Tacoma area houscholds
have cable TV and demand appears to be quite stable. Findings which
support these conclusions include:

. 78% of households subscribe to cable TV.

. Over half of cable subscribers (52%) say they need cable to get
adequate reception.

. Over half of subscribers (33%) report they like the better and

wider program choices that comes with cable, and another 27%
say they want to receive specific types of programming or

channels.

. Small percentages of respondents currently have mini (2%) or
large (1%) satellite dishes .

. A fairly small pereentage (6%) say they infend to buy a mini dlSh
in the next 12 months.

. Further market penctration (6-12%) might be gained if various

changes were made to existing cable services, including lower
cost, installing lines to currently unserved areas, and improving
programming and customer service.
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The Current Business Market

Summary

The Current Business Market
Research performed by
Market Data Research Corporation
Gene Starr, Senior Principal
and
Dethman & Associates
Linda Dethman

Analysis by
Dethman & Associates
Linda Dethman

The Current Business Market

To help assess current business market support for advanced
telecommunications services in the greater Tacoma area, Tacoma City
Light pursued two avenues of consumer research:

1. An in-depth survey, personalized mail survey of 40 businesses, hand
picked as “Key Customers” for City Light’s telecommunications
services. The results of this survey are not discussed in this report.

2. A telephone survey of 200 businesses, with 25 or more employecs,
selected from the Tacoma-Pierce County Chamber of Commerce
membership. This group represents a pool of “Potential
Customers.” The results of this survey are summarized in this report.

Each piece of research addressed this question about Tacoma City Light’s .
potential plan to build a broadband communications system to serve its
customers:

How strong is the market demand for services which could be
offered through this system?

Market Demand Summary - Potential Customer Business Market

Based upon the results of 200 telephone interviews with medium to large
Tacoma area businesses, the Potential Customer business market is on the
brink of being ready for advanced telecommunications technologies. The
money 1s there, the needs are forming and increasing, but the familiarity
with choices of more advanced telecommunications technologies (i.e.,
ISDN) and the use of such technologies are fairly low.

On the bright side of the horizon, key findings show these customers
account for more than $5 billion dollars in annual revenues and 25,000
jobs. What’s more, they currently spend over $10 million dollars annually
on telecommunications services. They perceive telecommunications links
are extremely important to the success of their businesses, and many



The Current Business Market

Overview and
Methods

believe their telecommunications needs will increase rapidly, particularly
for Internet access and local data networks. They are more concerned . -’/D
about reliability than price for their local phone service, and this concern,

while not at the top of the list for telecommunications services, is certainly

important. They are also very concerned about getting quick response

from any telecommunications vendor.

On the more hazy side, however, most are not familiar with, nor do they
use, more advanced telecommunications linkages such as ISDN and T-1
lines. They don’t necessarily appear to have a wealth of employees with
computers or Internet access. They spend the good portion of their
communications dollars on local phone service and long distance, not data
communications.

Thus, it appears the market will need considerable preparation to make it
more receptive to the type of telecommunications services Tacoma City
Light is considering for development. Preparing the market means
working with customers to accurately inform them about the technologies
available and how they can reliably and cost-effectively work for their
business applications, Preparing the market also implies significant up-
front costs in marketing to increase awareness, interest in, and acceptance
of new providers, products, and services.

Business Market Surveys =
The goals of the business market surveys on telecommunications were to: ‘f )

®  Assess market use of, and readiness for, business telecommunications
products and services;

® Assess market need and receptivity to a new telecommunications
provider; and

® Assess support for Tacoma City Light constructing a broadband
communications system.

Survey Methods
Two survey approaches were wused to assess the business
telecommunications market, as follows:

Key Customer Survey, An in-depth survey was developed for about 40
key companies in the Tacoma area with a strong potential to become
telecommunications customers if Tacoma City Light were to install its
broadband communications system. These businesses either had
substantial telecommunications needs and sophistication and/or were large
employers. The instrument was pre-tested in-house at Tacoma City Light,
and hand-delivered to respondents during December 1996 with a personal-
request that they complete the survey and return it by mail to Tacoma City
Light. (At the time of this writing, these surveys were still being
completed, returned, and analyzed; thus, these results are not discussed

below.) f\)



The Current Business Market

Key Findings

Potential Customer Survey. The same in-depth survey used for Key
Customers was then reviewed during a focus group discussion with eight
businesses which had 23 or more employees and which used
telecommunications, but were not among the Key Customer group.
Results of this focus group revealed that businesses of this size, while
quite dependent on advanced telecommunications for business success,
would probably not be able or willing to complete the in-depth survey.
Thus, the survey was simplified and rewritten as a telephone survey.

The Tacoma-Pierce County Chamber of Commerce supplied a list of
about 400 businesses which were Chamber members and which had 25 or
more employees. Survey data were collected from 200 businesses through
telephone interviews conducted at Market Data Research in Tacoma,
Washington, during January 1996. Each interview lasted 10 to 15
minutes.

Potential Customer Market

Business Characteristics. While businesses in this sample of 200
companies in the greater Tacoma area vary considerably in both type and
size, their annual revenues and number of employees suggest that many
are likely to have significant telecommunications needs, either now or in
the near future. Taken together, these businesses represent, at a
minimum, $3 billion dollars in annual revenues and 23,000 jobs. In
addition, over half serve a statewide or a wider geographic market and,
on average, have more than one location in the Tacoma area. Notable
characteristics are:

One-third (31%) of businesses surveyed are fairly small in terms of gross
annual revenues (less than $3 million); however, 12% are in the 5-10
million dollar range, 17% in the 10 to 50 million dellar range, and 9% in
the over 50 million dollar range. (Note: 31% of business respondents did
not give their company’s gross revenues.)

On average, each these Tacoma area businesses employ 129 people. A
minority of these businesses have fewer than 235 emplovees (11%), while
37% have 25 to 50 employees, 26% have 51 to 100 employees, and 26%
have more than 100 employees.

While just over one-quarter of businesses (28%) defined their primary
geographic market area as the Pierce County area, the remainder had
wider market horizons. Twenty-one percent defined their market area as
western Washington; 22% as Washington or the Pacific Northwest, 8%
as the West Coast, 13% as national; and 10% as international.

On average, the businesses surveyed each had just over 3 locations (3.45)
in the greater Tacoma area. While two-thirds (69%) have only one
business location in the greater Tacoma area, 12% have two locations,
5% have three, and 11% have 4 or more. Only 3% of businesses surveyed
did not have a location in the greater Tacoma area.



The Current Business Market

Based upon length of time in operation, Tacoma area businesses appear to
be quite stable: on average, they’ve each been in business 41 years.

o

O
Almost all the businesses interviewed (86%) already are customers of
Tacoma City Light.

Importance of Telecommunications Products and Services.

Qualitative perceptions of the importance of telecommunications services,
and the amount of money these companies already spend each year on
such services, indicate telecommunications are a mainstay of most of these
businesses. Results show that among the 118 businesses which could
supply a figure, $50,000 on average was spent in 1996 on
telecommunications. If this average is used for all 200 businesses, these
companies spent about $10 million dollars on telecommunications services
last year. Key results include:

Almost three-quarters (74%) say that telecommunications links are
extremely important to the success of their business, with another 17%
saying that such links are very important.

When asked “If your telecommunications services were out for one day,
how would this impact your business?” 62% replied it would cause
serious harm fo business operations, and another 20% said it would shut
down business operations.

Of the 118 businesses estimating 1996 telecommunications costs, 29% O
reported the bill was in excess of $30,000, 31% said the bill was between -
$10,000 and $30,000, and 40% said the bill was between $300 and

$10,000 per year. The average yearly bill was about $50,000.

Current Telecommunications Characteristics and Decisions. While

- the 200 businesses surveyed appear to spend quite a lot on
telecommunications, it is probably not being spent on data
communications, nor do they tend to rely on advanced telecommunications
links such as ISDN and T-1 lines. However, many are encountering new
telecommunications needs and review those needs on at least a yearly
basis; many are making use of the Internet; and a sizable group say are
considering more sophisticated telecommunications links. The following
data support these conclusions:

Every business surveyed has at least one computer. However, about half
of businesses had less than 25 computers, even though only 11% had 25
or fewer employees. Thus, many businesses do not have computers for
every employee.

The majority of businesses have at least one employee with access to the
Internet (61%), but usually the proportion of employecs with Internet
access is small.



The Current Business Market

Although most companies spend money on each of four types of
telecommunications services — local voice telephone lines, long distance
lines, cellular phones, and data communication — most ’
telecommunications dollars go toward local telephone service. Long
distance services are second, followed by cellular phone and data
communications services,

The most frequently used Internet service is e-mail (68% of companies),
followed by dial-up access (41%), Web Page hosting (41%), dedicated
access (28%), electronic product and service delivery (21%), and
electronic customer service (19%).

Two-thirds of business respondents were not familiar with ISDN lines or
T-1 lines. Only a handful have an ISDN line (13%), with somewhat
more having T-1 lines (23%). However, about 10% of all customers
without these lines say they have considered installing them.

Only 11% of these businesses are currently served by fiber optics from
U.S. West, although 41% didn’t know if their company had this service.

Businesses report that several factors are important when they decide to
acquire new telecommunications services, with price (35%), reliability
{(20%), and customer service {15%) heading the list.

Response time is very important to these businesses when choosing a
telecommunications provider: 48% defined “good customer service” as
quick response,

Choosing a Local Phone Company. Businesses report that reliability is
by far the most important consideration among price, reliability, and
customer service, if they were choosing betiveen their current local phone
company and a new company. No doubt this point of view is influenced
by that fact that almost half (48%) report their phone service has been out
at least once during the past year. Notably, only 41% would choose their
current company {U.S. West) if they had a choice, but few were willing to
choose Tacoma City Light as their local phone service provider. Specific
findings show:

Almost two-thirds (63%) chose reliability as the most important factor in
their choice, compared to 32% choosing price, and 6 % choosing customer
service.

94% chose reliability as one of their top two deciding factors, compared to
70% choosing price, and 38% choosing customer service.

Less than half (41%) would choose U.S. West as their local phone service
provider, 26% would choose AT&T, 5% would choose Tacoma City
Light, and 4% would choose Sprint. Notably, however, one-quarter said
they didn’t know who they would choose.
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Almost one-third of businesses report “fair, poor, or terrible” response O
time from U.S. West in solving problems with their phone lines. -

Future Trends. Across a series of questions, these 200 companies
reported that telecominunications needs were likely to change quite
dramatically over the next 2 to 5 years. Telecommuting will increase, and
many identify cellular phones, local data network interconnections, and
Internet access as essential, fast growing telecommunications needs for the
future. In particular:

These businesses report that, on average, 14% of their employees
telecommute on a regular basis; they expect this average to increase to
18% of employees over the next 2 years.

The large majority of companies think that cellular phones (71%), local
data networks (68%), and Internet access (63%) will be very or somewhat
essential to their companies communications needs in the future.

49% of businesses think their company’s use of the Internet will double
(32%) or more than double (17%) over the next five years.

Almost all of these businesses (85%) think that the amount of time
employees spend on the Intemnet will increase some (45%) or a lot (40%)
in the next two years. They also believe the number of employees with
Internet access will increase (43% somewhat, 22% a lot).

9
36% of businesses think their company’s use of local data networks wilt -
double {27%) or more than double (9%) over the next 5 years.

26% of businesses think their company’s use of cellular phones will
double (21%) or more than double (5%) over the next five years.

1% or less of these businesses think their use of the Internet, local data
networks, and cellular phones will decrease over the next five years.
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Purpose

Tacoma, like other communities, has evolved in response to changing
economic, social, political, and technical dynamics at work not only in the
local area, but in the region, the country, and even the world.
Understanding this change process for a given community is critical due to
the reciprocal relationship between these dynamics and the community’s
economic base.

Over time, existing businesses contract, expand, or change focus in
response to these dynamics—for example, the depletion of an area’s
natyral resources, the building of a rail line, or the encroachment of
competitors can each lead to change in the community’s economic base.
In other cases, certain conditions may lead new businesses or whole new
industries to relocate in an area—for example, aluminum smelters” need
for cheap power. The entrance of these new industries and fundamental
changes in existing ones, in turn, contribute to and alter the original
dynamics. As a result, réciprocal effects of the choices these businesses
make are felt in a community’s job mix, education system, infrastructure
investments, and more. Based on this evolution, an area’s economic base
is built with tracks laid for its economic engine to take one route rather
than another.

These periods ‘of steady evolution, however, are occasionally punctuated
by intervals of rapid revolution, where societies undergo more

fundamental changes. We are in one such period now as we move from
the industrial age to the information age. Being at such a juncture offers
communities an opportunity to step back and ask questions such as:

What direction is our economic engine heading? What direction do we
want it to head? Are we building a base so tracks can be laid in that
direction? Based on the answers to those questions, communities like
Tacoma can make changes to influence the direction their economic engine
heads.

One of the most significant ways a community and its economic base are
intertwined is through an area’s infrastructure. As a result, the evolution
of a community’s economy often depends upon the investments it makes
in Hs transportation system, power system, and—given the shift to the
information age—its telecommunication system. To plan for
infrastructure needs to support an evolving community requires attention
to its possible future states. This study was therefore commissioned to
investigate Tacoma’s potential economic futures and the inter-relationship
between its economic development and telecommunication system
investment decisions.
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To help ensure Tacoma’s telecommunication needs were assessed (J
comprehensively, scenarios are based on information about the current

context as well as potential future developments. Information was

gathered from a variety of sources. Interviews with key business and civic

leaders focused on the goals and efforts of various development activities.

Data from published and unpublished sources were examined for insight

into economic trends in each of the major sectors.

Economic engine. We identified the local economic engine, describing the
relationships between sectors that drive economic health, growth and
changes in a region. It is not unusual for a community’s economic engine
to evolve over time. Understanding how and why the engine is changing
provides important insights into opportunities and threats that could affect
the economic health of a region. Exploring this economic engine requires
a historical understanding of a community’s development, along with
comprehensive review of how each industry sector is evolving in response
to local and national pressures.

Economic interventions. Most communities have examples of economic

development interventions, or deliberate action taken to change or impact

economic activity. These interventions can take the form of programs,

projects, and initiatives. Interventions often involve the forming of

specific groups whose purpose is to design or implement these programs.

These groups typically dissolve after the program is implemented. In 4 )
other cases, long-standing groups have an ongoing purpose of economic N
intervention and may develop and manage multiple programs.

Interventions can focus on education or training, taxation/regulatory
relief, business retention/expansion/recruitment; small business
startup/jobs, international trade, government/military, transportation,
telecommunications, energy, public safety, housing, culture,
tourism/entertainment, investment confidence/image, and various industry
sectors.

Each intervention represents a potential change in the economic engine.
They either support or enhance the current trajectory, or represent
attempts to alter the track a community is on. Each intervention has its
own set of assumptions that influence the design of the program,
implementation plans, and desired outcomes. The actual outcomes of the
program interventions, however, depend on how the program
characteristics interact with the local context. Analyzing the intervention
requires understanding the local participation in the program, the
program’s overall purpose, and the validity of the program’s assumptions.
In this way, we can assess the potential outcomes of the intervention on
the economic base in a community.
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Scenario building. Not all economic interventions have the same impact.
Not all evolution in industries will affect each community the same.
Scenario generation involves analyzing each possible trajectory in a
community and combining these individual plans into combinations of
possible future states in the community. Through scenario analysis,
inconsistencies or conflict between economic development activities can
be identified. Competing projects or industries can be assessed to
determine the more likely candidate for success and survival. Changes in
the base of export jobs are assessed against other support industries to
ensure that each is evolving in a way that will increase chances of mutual
survival. Infrastructure issues around housing, education, transportation,
etc. are all analyzed to determine the support for various future states.
This complex analysis, when successful, usually yields scenarios that are
relatively simple and elegant. In this study, we were fortunate enough to
find little direct competition for resources among industries or projects.
As such, we were able to filter our analysis down to three key scenarios
that we discuss.

Implications of scenarios. Each scenario has an implication for the
volume and type of growth in the community. Using the Puget Sound
Governmental Council and State Office of Financial Management reports
as a baseline, adjusted for recent changes in the local economy, growth
rates for each scenario were generated from economic modeling, The
scenarios also represent a potentially different set of telecommunication
needs and may have implications for system architecture design. The
study provides a brief overview of telecommunication needs.

In this section we provide an overview of the key outcomes of this study,
You will find a more detailed, comprehensive review in Appendix D.

Changes in the Economy

Tacoma’s Current Economic Base

The basic economic structure of the Tacoma/Pierce County
economy is relatively well defined and easy to characterize. The
most important economic sector of the economy is related to
government and military activity. The major military
installations in the county (McChord, Fort Lewis, and Madigan)
support almost one half of the basic economic structure. Added
to this are significant amounts of employment from state, county,
and city as well as federal agencies and offices. Indeed, thirteen
of the twenty largest employers in the county are governmental
agencies. In addition to this governmental activity, employment
related to health care and professional business services is also
important to the local economy. These businesses reflect Pierce
County’s role as a regional service center for the southwestern
portion of the state. Included in this set of activities are hospital
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and medical facilities, regional financial services, and the o
supporting commercial businesses. The third important sector of f D
the local economy revolves around the Port of Tacoma and its

related activities. This sector includes businesses directly related

to the movement of ships and cargo through the port, as well as

warehousing, materials handling, and transshipment activities.

Tacoma’s Historic Economic Base

Tacoma’s current economic environment emerged as a result of
the substantial changes that have occurred over the last 25 years.
A quarter of a century ago the Tacoma/Pierce County economy
was much more dependent on manufacturing activities than it is
today. Such businesses were tied to the natural resources base of
agriculture, lumber, and fishing. Declines in those industries have
been due to a combination of factors including: cost issues, .
environmental changes, and shifting patterns of world production.
As these historically important economic activities decreased, the
area could have suffered severe economic problems. Instead, the
local economy was resilient enough that these changes caused
only moderate problems and adjustments. This suggests the local
economy is flexible and adaptable.

In Support of Development

The flexibility and adaptability demonstrated through this 25-year
restructuring was the result of a number of forces. Two of the e )
most important factors were the physical environment and the NG
business environment. Over time, the natural beauty of the

area’s mountains, water, and open spaces as well as the moderate
climate have become more important to businesses and

individuals for “lifestyle” reasons. In a recent survey on business
climate, the overall quality of life and opportunities for cultural
experiences are considered to be two of the strongest factors that
encourage businesses to locate or remain in Tacoma'. Second, the
community’s business environment has also been a positive draw.
Again, the recent survey revealed that half of the businesses

(50%) think the City of Tacoma regulations and codes are being
fairly enforced®. Public-private cooperative initiatives, a healthy
labor-management working relationship, attractive infrastructure,
and available sites for development all have contributed to a
positive atmosphere that was attractive to many firms. A growing
population in a large metropolitan region has created a productive
and adequate labor force that reduced location costs. Finally,
relatively non-restrictive land-use regulations have provided an
incentive for development in the Pierce County area.

Significantly, some of these forces remain in place today.
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Growth prospects for the areas, therefore, continue to remain
strong. Tacoma has been recognized nationally as one of the best
places for small business start-ups, based on cost structures in the
area. The new University of Washington Tacoma campus has
enhanced the educational offerings for local residents.
Cooperation among local colleges, technical schools, and
employers is strong. " Recent initiatives in the urban core have
improved the art, cultural, and entertainment offerings in the
county. To a large extent these types of activities and advantages
were important in the decision of Intel to move into the area, for
Boeing to establish a new production facility at Fredrickson, and
for Frank Russell to expand downtown operations.

Barriers to Development

In a recent survey of business climate in Tacoma, half (51%) of
the businesses believed the current business environment in
Tacoma causes companies to be reluctant to locate or remain in
Tacoma®. The survey identified the most frequently mentioned
‘significant factors contributing to this situation” were all taxes
(29%), specifically the B & O tax (21%), regulations (13%),
taxes too high for small business (10%), poor image of Tacoma
(8%), and crime (8%). Factors that clearly discourage businesses
to locate or remain in Tacoma are the crime rate, business and
occupation tax rate, and the permitting and land use regulations.

Although amenities and infrastructure are adequate,
transportation infrastructure is a problem. Additional road and
rail capacity is the most problematic issue. Rail links and road
access from the Port will likely be a short term issue that will be
resolved with route suggestions posed in a study completed
recently by the Port. Longer term solutions are under study for
handling freight movement out of the area. Expansion of SeaTac
airport is also of concern. Without a third runway, it may be
difficult for the airport to compete with Vancouver and San
Francisco in securing more international flights. The lack of such
flights may impact the Northwest region’s ability to attract global
businesses.
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DESCRIPTION OF SCENARIOS

During our analysis two key trends were identified that shaped the
scenarios we developed:

e Asdiscussed in the last few pages, Tacoma has been and is
still experiencing change in its economic base as a
consequence of industrial changes throughout the United
States and globally; and

»  The outcome of downtown Tacoma development activities
will have a significant impact on Tacoma’s future economic
mix as a whole.

As a result of these two key trends, we used comprehensive
analysis to construct three possible scenarios for Tacoma's
economic future.

» The first scenario is what will likely occur under the current
economic trajectory, with few or none of the planned
development activities succeeding.

* The second scenario describes a world that enjoys not only
the benefits from the first scenario, but also accelerated
growth from the successful implementation of the
International Services Zone.

»  The third scenario experiences the benefits of the previous
two, along with an expanded, diversified base from
enhancements in tourism, culture, and entertainment from a
“culture cluster.”

These scenarios will be briefly reviewed below, including some of
the economic development projects and growth impacts linked to
each scenario. This is followed by a brief assessment of
telecommunication needs.

Scenario One: Current Trajectory

Each of the specific cconomic development activities currently
underway in Tacoma face barriers to be successfully
implemented. Our first scenario examines the prospect that the
current activities to enhance economic development (like the
International Services Development Zone effort discussed later in
this report) are not implemented, and the financial service sector



O

A

O

Future Market

evolves along its current trajectory without aid of tax benefits and
other direct interventions.

The three drivers of the economy, Government Services,
Transportation and Distribution (the Port) and Medical Services
would play a major role in this scenario’s development.

The Port of Tacoma and military bases at Fort Lewis and
McChord Air Force Base would remain the drivers of the
economy. The military bases presently contribute to roughly 50%
of the economic activity in the Pierce County, employing over
32,000 military and civilian workers without taking Washington
State National Guard employees at Camp Murray and elsewhere
into consideration,

Services to Tacoma’s growing medical services industry, including back
office support for physician provider groups and insurance operations, are
also expected to grow as a result of the criteria described above. Back
offices allow service organizations such as hospitals, banks, and
brokerage houses to outsource the administrative and record-keeping tasks
of doing business. Such services arc typically cheaper for companies than
doing them in-house, and they allow firms to concentrate on those aspects
of the business that make them moncy. Back offices may be attracted to
Tacoma due to lower real estate costs and salary scales.

It is anticipated that intra-state, regional and national transportation
services will remain an important component of the local economy, fueled
by population growth, increased trade with the Far East, and the trend to
consolidate cargo handling at large mcga-ports. With its modern port
facilities, rail links, proximity to a major interstate and an international
airport, Tacoma is an important hub in the state’s transportation system.
As a result, the transportation sector will continue to provide Tacoma with
a source of competitive advantage, if congestion can be controlled. In
addition to distribution centers and major shipping lines, Port of Tacoma
officials expect light industrial companies to locate more facilities in its
service area due to the commercial zoning available.

At the same time, a modest number of computer-related manufacturing
units as well as research and development units could arrive in the wake
of successful operations at Intcl and Matsushita. Some of these would
likely provide support to the establishcd computer companies in a
technology corridor from Bellevue to Bothell in King County. Quebecor
Integrated Media, a major Microsoft supplier, is an example of such a
firm. Large tracts of relatively incxpensive land where custom facilities
can be built, easy access to most modcs of transportation, and an
available work force make this prospcct likely.
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Implications for Growth

The three scenarios must be compared to a basis. For this report the basis
is the Puget Sound Governmental Council and State Office of Financial
Management reports, adjusted for recent changes in the local economy.
Their forecast for population growth in Pierce County is 1.8% per year
from 1995 through 2003 and then declines slightly to an annual rate of
1.5% for the subsequent fifteen years. For Tacoma, population growth is
predicted to average 1.25% per year through 2005, and then slow to 1.0%
annually through 2020. These growth forecasts assume that the current
state of the economy remains unchanged. Housing unit growth will
increase by the same percentage amounts as per the population. In Pierce
County, over the long term, housing units tend to increase at about the
same rate as population.

A

It is reasonable (but not certain) to assume that the basic economic
structure will remain unchanged over the medium term horizon (through
the year 2020). However, at least two forces will impact the nature of the
local area economy. One is the effect of the Growth Management Act
requirements. The other is the provision of adequate infrastructure,
including telecommunication support. Each of these will be addressed
following the scenario descriptions.

Scenario Two: Accelerated Growth /:)

In addition to the growth occurring naturally from the evolution of
different industrial sectors, a second scenario portrays Tacoma/Pierce
County as a center for professional services including financial services
aimed at an export market. The redevelopment of Tacoma’s downtown is
a second major trend influencing the economic future of the city. There
are several economic development groups with specific projects underway
designed to enhance downtown Tacoma. Major projects are reviewed
below. Downtown development could take one of several directions,
depending on the outcome of these projects.

This scenario would also include a higher rise in advanced technology
companies to follow the upgrade in the downtown corridor that would
accompany a financial service center. This prospect could result in the
greatest change in the nature of the employment base in the
Tacoma/Pierce Country area. This vision of the area’s economic future
rests on the passage of the International Services Development Zone,
which would provide tax advantages at the federal and state level to
attract intemational services companies (especially financial services
firms) to Tacoma. In addition to financial services firms, the types of
businesses attracted under this scenario include professional services such
as law and accounting, architecture and engineering, and environmental
consulting firms.

>
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Support for Professional Business Services

The “Zone”. In 1994, Tacoma was awarded a $ 3 million federal
Enterprise Community grant, and was designated a state-Empowerment
Zone. In addition to the funding, the EZ/EC designation carries a number
of tax and regulatory advantages. The primary purpose of the EZ/EC
programs are to create jobs in distressed urban areas. The TEC has
underway a number of significant programs to achieve this goal, including
an employment initiative, the Tacoma Business Assistance Center, the
Micro Loan program, and the International Services Development Zone
(ISDZ). The ISDZ has the potential to significantly change the face of
downtown Tacoma.

The strategic mission for the establishment of an International Services
Development Zone is to contribute to the economic prosperity of Tacoma
by bringing financial service and related firms into a state designated .
empowerment zone within the city. The International Services
Development Zone Committee is modeling its ideas on the successful
International Financial Services Centre in Dublin, Ireland. The Irish
venture has created training opportunities, jobs, and community
redevelopment. The ISDZ Committee has the active help of the Irish
government in obtaining information on how its program and its
technological, educational, and administrative support are structured. The
ISDZ initiative hope to achieve similar success in Tacoma, through a
three-pronged program: (a) tax relief at the federal, state, and local level,
(b) appropriate investment in technology (especially telecommunications)
infrastructure, and (¢ ) coordination of education resources to provide
adequately trained employees for sophisticated international service
businesses. The primary focus at present is the promotion of tax incentive
legislation at the federal, state, and local level.

The organizing committee, consisting of local business leaders, city
officials, and other concerned parties, has already contributed toward
drafting federal and state legislation. If successfully passed, the
legislation will create multiple tax benefits designed to attract businesses.
The group has also created committees to ensure completion of plans for
facilities, infrastructure, and education to support companies locating to
the zone. It is anticipated that state and federal legislation will be passed
during the 1997 session. The ISDZ is part of a larger effort by the
Tacoma Emposwerment Consortium (TEC) designed to provide training
and jobs to zone residents and improve the overall economic health of the
area within the zone. Other efforts by TEC include a one-stop-shop for
capital investments in cooperation with the Small Business Association, a
micro-loan program, and a technical assistance center.
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Support for an Urban Retail Core
City Beautification If there is to be significant change in the base of Q

professional service businesses, additional retail support will be required.
As such, the Thea Foss Waterway Redevelopment could be a fundamental
part of any downtown renaissance. The City of Tacoma purchased the
waterway with the intent to clean-up and revitalize the area. Recently, the
City created a Public Development Authority which will issue bonds to
underwrite the creation of an Esplanade, walkways, and public parks that
should help move the project forward.

The Foss Waterway development could add by the year 2020 between
123,000 and 400,000 sq.ft. of new office space and 100 to'500 new
residential units in the redevelopment areca. New employment in the area
would range from 1,100 to 3,500 over this time period. In addition, the
visual appearance of the downtown core will be dramatically enhanced by
such a project. This would provide an added attraction both to
organizations working on Tacoma’s economic development as well as to
private developers. Other proposed mixed-used buildings in the
redevelopment area could support the growth of professional business
services. Possibilities include: class “A” office for ISDZ companies and
other firms; government office space; retail and condominium space; as
well as a museum complex, public park, and marina.

Enterprises that locate in the 1SDZ would blend well with existing

financial services firms in the arca. They would also provide employment k)
for a highly educated, well-compensated work force. In doing so, they

create an upward employment path for workers in existing businesses

such as the medical insurance industry, the banking industry, as well as

for retiring military personnel who typically have extensive management

and/or technical training,

In addition to the growth of computer-related technology companies

envisioned under Scenario One, the migration of biosciences firms to the

area is also possible. Several factors make this likely. The greater Seattle

arca is already the sixth largest lifc sciences center in the country, with

growth fed by research at the Fred Hutchinson Cancer Research Center

and the University of Washington. Many of these biosciences companies

are reaching the end of their research and development cycle and are

moving on to the manufacturing and marketing phase. In doing so, they

will be in search of custom built laboratory and manufacturing space.

Again, available land at a relatively low cost and the prospect of

retrofitting existing office or warehouse space make Tacoma/Pierce

County a contender. Research institutions and those potential

headquarters operations that remain in the Seattle area are located under

an hour away by car. The existing medical centers in Tacoma could

provide controlled patient testing opportunities. In addition, the new

research facility at Madigan Army Medical Center could provide a stream

of trained employees as military personnel leave the service. Under this D
scenario, universities would need to work with new employers to ensure "

10
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they graduate an appropriately prepared work force. For example, the
University of Washington’s nursing program plans to expand its public
health management program at the downtown campus would support this
scenario. :

The impact of one large advanced technology company or a few
international professional services firms could have a significant impact
on the economic growth of the area. The arrival of such firms would
encourage more high and middle income housing to locate in or near the
Central Business District, followed by the development of additional retail
opportunities. Smaller business districts such as Proctor, Lincoln,
Stadium and Sixth Avenue would provide retail support for the newly
arrived professionals as they visit restaurants, use local services, and shop
for goods. In addition, executive housing in North Tacoma, University
Place, Lakewood, Puyallup and the Key Peninsula would also be in
greater demand, with concurrent impact on the retail core in those
communities.

Implications for Growth

The location of another large technology company (following the Intel
example) or the successful development of the ISDZ would produce a
major employment gain. In this case, growth within Tacoma would
increase by 0.75% annually in the early time frame (1993-2005) and by
0.25% in the later frame (2005-2020). A slow down in the acceleration of
growth would be due to more attractive non-Tacoma locations. This type
of scenario would initially increase annual growth in Pierce County by
0.5% annually, and then slow to 0.75% over the longer time frame.

Again, this would reflect better siting opportunities outside of Tacoma.

A recently produced consultant report® indicates that if as fully developed
as the Dublin project, this could produce about 10,000 jobs in the city —
3,500 for the ISDZ and 7,000 for indirect jobs. The earnings would be
$130 million for the 3,500 direct and $200 million for the indirect, or total
new earnings of $330 million. The jobs would also provide a large
number of entry level, high school education positions with, of course, a
mix of higher level professional service type jobs. The site would include
about 27 acres, & on the water. This would produce about 1,565,000
square feet of new office and commercial space — 20,000 for retail,
1,500,000 for class A office, and 45,000 other.

11
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Scenario Three: Accelerated Growth with Culture Cluster

Adding to the conditions that built scenarios one and two, a third scenario
considers the enhancement of tourism, entertainment, and culture
industries in Tacoma. If Tacoma makes some significant facilities
improvements it would become eligible to bid on larger national and
international conventions. Minimally, these include the construction of a
second “Business Class™ hotel and the expansion of the existing
Convention Center. Benefits would reach private convention facilities,
such as the Landmark Convention Center and the Sheraton, public
facilities like the Tacoma Dome and Cheney Stadium, and retail
businesses. For example, the proximity of several large performing stages
to one another in the Broadway Theater District creates the opportunity
for Tacoma to become an important center for performing arts
conferences such as the recent “World Harp Congress.”

Support for Increased Tourism and Convention Trade

In further attempts to bring busincss into downtown Tacoma,
opportunities and venues for new catcrtainment and cultural locales are
being pursued by several interested partics. Such projects could increase
visits by tourists and/or conventioncers.

Conventions The Sheraton Hote!l currently provides business
accommodations downtown. Tacoma cannot be considered, however, for
a specific “class™ of convention becausc it lacks enough space to qualify.
To host such conventions requires larger convention center space and
more business hotel rooms. Plans to rectify this situation are underway.
The Planning and Development Department has already propesed an
expansion of the Convention Center and the construction of a second
business class hotel within walking distance of the Convention Center

Museum Complex Plans are also undenway to create a Museum
Complex within a larger “culture cluster.” This complex will center on a
portion of the Thea Foss Waterway and an adjacent portion of Pacific
Avenue between 15" and 21% Avenucs. The Washington State Historical
Museum on Pacific Avenue anchors this complex and is already open for
business. The University of Washington-Tacoma campus, which includes
several renovated historical buildings, is located across from the museum
and has allocated the Pacific Avenuc lcvel for commercial use. The
International Museum of Modern Glass is scheduled to open in the year
2000. Other possible tenants in such a “culture cluster” include a
relocated Maritime Museum, a Puvallup Tribal Culture Museum, and the
Tacoma Art Museum. The recenthy formed Public Development
Authority for the Thea Foss Waterway will undertake long term planning
for this area.

12
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Movie Theaters To encourage more traffic into the downtown area, the
City of Tacoma recently rewrote its theater ordinance to encourage the
development of a large, multiplex movie theater in downtown Tacoma.
Such cineplexes typically include eating and drinking establishments as
well as video games complexes and would attract people downtown during
evening hours. This would have the added benefit of improving the
perception of safety, in that people walking to their transportation say they
fecl safer when others are around.

Casino The Puyallup Tribe of Indians recently opened a gambling
casino, eventually to be relocated on a riverboat docked on the Blair
Waterway. The success of such development efforts should increase the
number of evening visitors to the downtown area and have a positive
impact on existing retail establishments.

Rail Connections The Train to the Mountain - Park Junction Resort
project is designed to create passenger train service between downtown
Tacoma and the entrance to Mount Rainier National Park. Organizers
expect the project to eventually include a second spur down to Morton,
Washington. The City of Tacoma already owns the tracks from Tacoma
to Morton. Park Junction Resort, a private convention and hotel center
to be located near the park entrance, will serve as the track’s mountain
terminus. Tourists will be able to board a train in downtown Tacoma and
a short time later step outside to enjoy recreational opportunities in and
around the mountain.” Transportation plans include shuttle bus service
from the terminus to Paradise Lodge and other significant sites inside the
park. Board members are proposing to provide service by 1999. The
Three Mountain Tourism Council has also secured assistance from
Microsoft to provide interactive historical and geological information at
several sites in the area. This assistance may be coordinated with the
Train to the Mountain project as it becomes more developed.

Second, if a “culture cluster” was created in Tacoma’s Central Business
District, Tacoma could become a tourist destination in its own right. It is
anticipated that as tourists explore traditional attractions in the area, such
as Point Defiance Park and Mount Rainier National Park, they will learn
of the community’s cultural attractions located downtown. The
Washington State Historical Museum, Tacoma Art Museum, the
Broadway Theater District and a possible multiplex movie theater in
combination with the International Museum of Modern Glass and other
prospective developments on the Thea Foss Waterway would create a
downtown destination of interest. Increased tourist traffic would then
support the development of additional attractions, for example a maritime
museum developed from the existing Maritime Center on Dock Street, an
aquarium, a Puyallup Indian Tribal Museum, and additional public parks.

Linkage between these tourist attractions and exi.sting business districts

which have developed their own personalities, such as Proctor, Lincoln,
Old Town, Stadium and Sixth Avenue, could provide a significant
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business boost for these neighborhoods. In addition, increased tourism
would lead to opportunities for new and existing Bed & Breakfast and
other lodgings. : :

At minimum, however, a modest expansion of employment in the
professional services sector as described under Scenario One would be
required for this scenario. Local people with disposable income are
needed to support these facilities during the low point in the tourist
season. That fact also makes facilities in this scenario more likely to
thrive if Scenario Two comes to pass. In addition, Scenario Three would
be helped by a well-orchestrated approach to cross-promotional marketing
by the various tourist locales.

Implications for Growth :

This scenario would have a significant impact on the moderate term '
growth outlook for the area would come from the development of an
expanded art/cultural and tourist industry. This could happen if the
“culture cluster” generates the critical mass of activity needed to attract
travelers and put the area on the “map™ of destination stops, The effect
will be to raise Tacoma’s annual growth by 0.1% and Pierce County by
0.2% in the 1995-2005 time frame. -Greater growth will occur during the
2005-2020 time frame as infrastructure is developed and earlier impacts
are felt, with increases by 0.25% for Tacoma and 0.3% for the county.

»

Impact of the Growth Management Act

An issue that will influence where and how population growth will occur,
is the impact of the Growth Management Act based on its Under new
regulations, the emphasis is on concentrating growth in the existing urban
areas, curbing growth in the unincorporated areas, and avoiding growth in
rural areas. As a result, more growth will be channeled into the Tacoma
and Puyallup vicinity than in the past. Areas with clear development
plans and the ability to provide traditional infrastructure will also see
steeper growth. This factor favors areas such-as Browns Point, Dash
Point, DuPont, and Thun Field.

New housing types will change. Within urban areas, including the central
business district, there will be a growth in multi-family housing. The
density in the main existing residential areas (c.g., Proctor and Stadium,
Lincoln, University Place, Steilacoom) will increase — with a strong
possibility of more high rise (two to six story) units. In the county, the
expansion will be primarily accommodated through single-family,
detached units. Even in the county, however, the pressure will be to
consolidate growth into those areas that already have traditional
infrastructure.
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Growth on the Key Peninsula will be more problematic. Transportation is
obviously a problem, and this will favor location there by non-commuters,
generating more demand for local retail goods in Gig Harbor.
Infrastructure In that area, such as water and sewer will be more
expensive and will push up housing prices.

To the extent that the employment growth occurs closer to DuPont than to
the current Tacoma boundaries, some housing growth (and population)
will occur in Thurston rather than Pierce County. One estimate, by the
Thurston County Economic Development Board, expects that almost 70%
of the non-DuPont residences of Northwest Landing employees to be in
Thursten and only 30% in Pierce. As Thurston grows, however, people
will travel to Pierce County for shopping and entertainment. Although a
second spill over area could be Auburn in south King County, residential
neighborhoods located there are not as attractive as in Thurston County
nor is the economic base as diverse.

TELECOMMUNICATION NEEDS

Our findings suggest that with appropriate investments in infrastructure
and a supportive business climate, growth patterns should continue into
the future. As a result, Pierce County will continue to be an attractive
location for new forms of economic activity. In this section we briefly
describe the relationship between each scenario and its telecommunication
needs.

Impact of Telecommunications Infrastructure

Patterns of growth in the major sectors of the local economy are, and will
be more so in the future, dependent on the community’s
telecommunications infrastructure, Many established sectors will also
require continued technology investments to remain competitive.

Government activity at military installations will continue to be the a -
significant sector in the local area economy. However, as the size of the
public sector in the national economy continues to get smaller (moving
toward the promised balanced budget), reductions in the defense budget
will become increasingly important. The existing facilities in Pierce
County have survived two rounds of base closures, due in part to the fact
that they were technologically sound. The future is always uncertain,
however. Access to the most modern telecommunications technology will
help assure their survival in the loca! area.
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Up-to-date communication and information services are essential to the S
survival of heaith services. Commercial data management in support of L )
medical services also require a substantial and increasing
telecommunications infrastructure. The health care industry is a primary
industry in Tacoma Pierce-County and a rich source of potential
applications and associated technology drivers. Not only are there a
variety of applications driving both applied and fundamental research, but
the spectrum of actual operating modes in health care provision systems
span a wide range. Provision ranges from elective, non-emergency,
monitoring where the patient and provider are together in a well equipped
office, to emergency diagnostic and treatment situations where the
diagnostic expertise is geographically remote from the patient and the
treatment expertise. Remote diagnosis requires high bandwidth, real time
connection oriented services which support multiple video and data
streams as well as voice communication. The precise telecommunications
capability required to support this activity is application specific, but can
be analyzed within a distributed communication framework since in
general health care providers may be geographically dispersed in multiple
locations.

The increasing telecommunications need is also true of other professional
services, especially in the area of financial services.
The financial services are not communications limited in the same sense as
remote medical diagnostic services, or shipment status monitoring. While
financial service providers at both the institutional level and the consumer 3
level are sophisticated users of information, the financial services industry :
does not place heavy demand on the design of the telecommunications
technology. This somewhat curious situation results from several factors:
1. Most financial information is coded in alphanumeric formats. These
formats are very efficient to transmit using a variety of existing
telecommunications technology.
2. Humans utilize financial information and services in alphanumeric or
rudimentary graphical formats (trend charts).
3. Financial information is semantically “dense”, the simple statement
“DOW off %5” contains a wealth of information, but is amazingly
compact (eight bytes).

So it is clear that need for increased bandwidth is usually not instigated by

their need to support more volume, However, the financial services sector

in the Tacoma area does have unmet telecommunications needs, as

evidenced by the Frank Russell Company, one example of a professional

services firm experiencing increased telecommunication needs in order to

link its headquarters with its international offices and clients. For these

kinds of clients overall bandwidth may not be an issue, but security of the

line, speed and direction, and responsiveness of the vendor may be. This

is an industry sector where telecommunications is part of the production

process — a breakdown in the system can cause the organization itself to

cease to function until the system is back on-line. Failure to invest in new D
technologies, especially communications technologies, would therefore i
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limit the growth potential of the area. Companies like Frank Russell
would be forced to continue to privately construct work around solutions
or utilize a remote service center that could supply desired access and
services. Other areas looking to attract these types of companies would
need to provide access to a sound telecommunication infrastructure. The
success of the international services distfict and the ability to attract new
businesses to the redeveloped Foss will depend, to a great degree, on
access to low cost, full service telecommunications technologies.

More uncertain, and equally important, will be the information and
communication needs of shipping and support activities in the Porf of
Tacoma area. Increase in direct competition to Tacoma’s container trade,
competition for new shipping lines, just-in-time inventory requirements,
and lower labor costs all suggest the provision of telecommunications
technologies will be important for this scctor of the economy as well.
Distribution centers in the Port of Tacoma, with SuperValu as another
example, are becoming increasingly dependent on telecommunications for
the transfer of data between regional distribution centers, vendors, and the
parent company. . Customers frequently desire to know the status of
shipments which they have sent or arc waiting to receive. These shipment
status services are often effective diffcrentiators for shipment service
providers. In the small package shipment service business competitive
pressure drove both FedEx and UPS to offer shipment status services.
With the small package shippers, status generally provides pickup time,
expected or actual delivery time and other information. With integrated
shipment services providers such as the typical port authority, the cargo
may be at sea, in the air or with some common carrier trucking firm which
makes an accurate and reliable determination of shipment location
problems. A possible solution entail utilizing global positioning systems
(GPS) and wireless telecommunications technology to update port
authority databases on the location and condition of shipments in transit.

In the retail sector, increased rcliance on computer usage in stores is
likely, as inventory costs can more cffectively be controlled with timely
ordering and control, use of fax and modem transactions is increasing, and
the use of things like fingerprint rccognition for credit cards or check
writing. Successful merchants will necd to adapt to these new demands --
a potential large increase in data transmission needs from many small and
scattered sites.

The advanced technology businesscs also can have telecommunication
needs. A research based organization will often desire high-speed access
to other researchers or their works. In fact, it is the ability to telecommute
and connect regionally-located Universitics that has fueled some of the
dispersion in advanced technology companies to smaller communities.
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Culture-based organizations in this scenario are not as technology-

dependent as professional and health services, but telecommunications ' ’/D
does play an increasing useful role in the tourist/convention category. The \
Visitor and Convention Bureau anticipates the use of smart cards to allow

tourists access to a variety of services from transportation to tickets to

shows. That idea would require a well developed communications

network in the city and adjacent points of interest. For the conventioneer,

satellite conferencing and digital information transfers are of growing

importance. In addition, many business travelers expect a computer

modem in their hotel rooms to connect with their home office. Museums

increasingly use interactive media as an educational tool.

It is not merely the business applications themselves that require
infrastructure access. Sophisticated, technology oriented employees of
many of these types of firms would expect to have access to their
workplace computer system from their home, access to the Internet, high
quality cable systems, and eventually new technologies which are only on
the drawing board at this time. A failure to invest in the appropriate
infrastructure may leave Tacoma out of the running as a location for these
types of firms and the employees who work for them.
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A Local Telecommunications Business Plan

Overview

A LOCAL TELECOMMUNICATIONS BUSINESS PLAN

This study has reviewed the telecommunications industry both
nationally and locally. In reviewing the local situation it is clear that
the local market has a growing need for better telecommunications
access. Something significant is clearly underway when 18% of the
homes in the greater Tacoma area report that they are using the
Internet and that use is projected to grow to 24% by the end of 1997.
Despite this growth in demand, the incumbent wire line'service
providers have stated that their investments in the local infrastructure
will either slow without significant rate increases or be halted all
together. One could hope that other companies would step forward
and create a modern telecommunications system through out our
community but the prospects for that occurring anytime soon appear
dim. While Competitive Access Providers will eventually enter the
local market, their focus is almost exclusively on large business users.
Other potential systems are either of low capacity or not scheduled to
be fully deployed until the next century.

Could Tacoma City Light create an advanced telecommunications
system to meet the telecommunications needs of the communities it
serves in addition to its own internal communication needs? And, if
Tacoma City Light were to create such a system and operate it in a
business like manner, would the system generate sufficient revenues to
make the system self sustaining? As this section demonstrates, the
answer to both questions is yes. '

A viable business would be created by:

1. offering products and services that meet customer needs directly
and by providing a pathway through which the private sector can
meet additional needs,

. pricing those products and services competitively, and

delivering them over a modern, high-speed, high-reliability

telecommunications system, a business is created that is viable

using conservative revenue projections.

W

The following subsections outline how such a business could look by
providing a review of the Products and Services, the Technology
Architecture, the Operating Plan, the Organization, and the pro
forma Financials of such a business.



Products and Services

PRODUCTS AND SERVICES

Three types of telecommunications services would be offered by Tacoma
City Light — wholesale high-speed telephony and data transport, Internet
data transport, and cable television. Each of these services meet the '
growing telecommunications needs in the greater Tacoma area and are
explored in the following sections.

High-Speed Telephony and Data Transport

High-speed telephony and data transport on a fiber optic SONET system
would be offered by Tacoma City Light on a wholesale basis to the
business community. These high-speed digital lines would be offered
from point-to-point in standard DS1, DS3, and higher capacity
connections, at an estimated cost of less than half the existing comparable
high-speed copper lines. The lines would be open on a non-discriminatory
basis to local and long distance carriers, local value-added service
providers, and local businesses. The availability of these lines would
bring choice and price competition to the greater Tacoma business
community, '

The network of fiber optic cables would be constructed throughout the
area Tacoma City Light serves. The system would interconnect with the
offices of major telecommunications providers in the region. The diverse
routing of cables in a multi-ring architecture would be used to enhance
reliability.

Business Applications

Lines between offices would be used for teleconferencing, data
networking, image transfer, or telephones. New leased lines would be
quickly provided to customers. Customers would have low-cost access to
new telephone service providers. Competition would exist for transport of
telephone and data applications. Individual businesses would benefit from
competitive prices and prompt service. Redundant fiber optic paths would
be utilized to provide the transport service.

Private Data Networks Data network applications are likely to be the
most common application on the system, meeting the performance and
growth expectations driven by business computer use. The system would
meet the reliability and security needs of this critical business application.
These lines would support private data networks, which could include
Intranet and Extranet links, An Intranet link improves the features of
network service among buildings within one company; an Extranet link
extends the ease of private information exchange among a few businesses.
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Telephone Access Access to new telephone service providers is likely to
be the second most common application. Lines would be extended
directly to inter exchange carriers allowing them to competitively reach
customers without using the local exchange carrier. Long distance
carriers would have the ability to offer local telephone service directly to
customers by providing dial-tome and switching service over the fiber
SONET system. These interconnections with regional communications
companies would provide more choices to customers. Access to alternate
central offices, alternate POPs and other issues of reliability that are of
importance to businesses who rely heavily on their phone lines would be
met by this system’s design.

Value - Added Services A provider of a value-added service would be
able to obtain transport on high-speed lines and provide custom
telecommunications applications. For example, a value-added service
provider can design, install and configure a business wide area network,
composed of several local area networks linked with routers, which
convert local area network signals for transmission on the SONET
system,

High-Speed Transport Service for Local Schools and Public
Safety

The high speed telephony and data transport network would be
constructed to meet the transport needs of schools, public safety offices,
and libraries, if franchise authorities so desire. These offices could use
the transport facilities to substantially improve their internal
communications and their services to the community. Also, the needs of
the electrical transmission and distribution sections of Tacoma City Light
would also be addressed with transport services to all substations.

Internet Data Transport

Internet data transport would be offered on the hybrid fiber coax system.
Cable modems would be used to provide high-speed Internet access for
homes and small businesses, in partnership with Internet service
providers. Transport service for cable modems would be provided by
Tacoma City Light between customers and Internet service providers.

Customers would use Internet services for entertainment, education, and
shopping for other products and services. The delivery of information
would be in the form of multimedia text, images, animation, sound and
video. Use of this service would reduce reliance on traditional telephone
lines for access to the Internet.
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Cable Modems vs. Standard Telephone Lines

Cable modems deliver data up to 1000 times the speed of standard
telephone lines. Customers would be able to quickly search and retrieve
information such as stock quotes, weather reports, and headline news.
Providing high-speed capability removes restrictions of telephone lines on
size and complexity of Internet features. Sound, images and better full-
motion video can easily be delivered from the Internet on cable modems.

The use of the cable modem frees the telephone line and network for
telephone calls. Internet service providers transfer data packets which
can be individually switched and routed, without the inefficiencies of
using switched circuits. Increased Internet traffic will eventually force
telephone system operators to upgrade their local switched telephone
systems in order to maintain its availability for emergency and other
telephone use. Cable modems, a new HFC cable plant, and direct
transmission to Internet service providers would relieve telephone system
operators of this burden. Home computers could be continuously
connected to the Internet, performing work without impacting telephone
use. Returning the household telephone for traditional use would also
preserve the current flat-rate local tclephone billing system.

Cable Modems vs. ISDN

Integrated Services Digital Network (ISDN) was invented to'make digital
service available in the telephone network to homes. As home services
become digital, the quality and varicty of services the telephone network
can deliver increases. ISDN enables many new telephone services, as well
as data speeds of 144 kbps, two to four times the speed of standard
telephone modems. As with common telephone lines, ISDN lines are
switched circuits, tying-up capacity while the line is in use. ISDN lines
have the same inherent impacts that standard telephone lines have on
telephone network availability when used for Internet access.

Cable modems provide a data conncction directly to an Internet Service
Provider, bypassing the telephone nctwork. Cable modems provide
approximately 100 times the speed of an ISDN line used for data. Cable
modems provide the speeds that should allow new forms of service to
prosper on the Internet.

The following graph illustrates the comparable services and costs between
a standard telephone line, an ISDN linc, and a cable modem.
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Products and Services

One - Way Cable Systems

Competing products which deliver high speed data, such as Direct
Broadcast Satellite or Cable Data on one-way cable systems, continue to
use telephone lines for the return path. Use of such produets only
exacerbates the already overloaded telephone system.

Cable Television

Offering full service cable television directly to local homes would bring
price, programming, picture quality, and service-level competition to the
greater Tacoma area,

The system that delivers Internet data transport service also provides
cable television. The use of fiber optics optimizes system operation and
performance. Tacoma City Light would offer a wide range of
programming, including local broadcast, news and information, sports,
arts and entertainment, movies, family, as well as public access,
education, and government (PEG channels).

Initially, digital television would not be offered, since the system would
offer a multitude of clean and sharp analog channels. Since the channels
would be viewable on a cable-ready television without a set-top box,
problems that set-top boxes cause with television features like picture-in-
picture and VCR functions would be avoided. An 80 channel lineup of
television programs provides significant value to the large majority of
customers. The digital television business in not yet mature, The risk of
offering digital television right now is great, as the digital set-top boxes
are not generally available and are expensive, and most program content is
available in forms which are expensive to convert for compressed digital
transmission to homes. As digital television on cable systems matures,
then simple revisions can be made to offer many digital programs.
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TECHNOLOGY ARCHITECTURE

The following key arcas are considered in telecommunications architecture
decisions:

* Adaptability to easily serve future needs

» Efficiency in serving telecommunications requirements
*  Compatibility with other systems

* Future capacity for growth

» Integration of electronic components

* Maintenance and Operations standards and procedures

Telecommunications System Design
Hybrid Fiber Optic Coaxial (HFC)

The basis of many modern, cost effective telecommunications’
architectures is the hybrid fiber optic coaxial (HFC) structure carrying
many radio frequency (RF) channels. Fiber optic cable is used to carry
signals from the communication system facilities to the vicinity of
subscriber homes, with final delivery on coaxial cable.

- HFC systems are the most economical way of transporting vast amounts

of information to homes for the following reasons:

* HFC systems make use of commercially proven electronic
transmitters and amplifiers in both the optical and coaxial cable
transmission of information,

* HFC systems are compatible with communication devices already
present in customer homes.

» HFC systems allow new customers to tap into the same main cable
used by other customers on the same street, minimizing the cost of
providing each customer service. |

SONET

Wholesale telephony and data transport services differ from residential
services. Businesses often require large volumes of transport, which is
mostly two-way and concentrated. The fiber optic cables in the HFC
infrastructure can be used to transport business telecommunications
traffic independently on dedicated optical fibers in the same cables with
optical fibers for two-way cable television and Internet data transport.
The key to serving business telecommunications is providing high-specd
digital transport based on common transmission and connection standards.
SONET is a highly standardized system of providing transmission of
digital telephone and data circuits. SONET systems are in broad use
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today by local exchange carriers, long distance companies, and
competitive access providers.

System Basics

N

The headend, distribution hubs, and serving area nodes are the three major
categories of communications system facilities. Each of these categories
correlates to system equipment and geographic areas served.

Headend

The headend is the control center where incoming television, radio, and
satellite signals are amplified, converted, processed and combined for
transmission to customers. In advanced systems, the content from other
service providers such as video on demand, telephone, and data are also
received and inserted into the HFC system. Program content that is
broadcast to all subscribers is inserted into the HFC system at the
headend. Program content unique to each hub service area can also be
inserted into the HFC system at the headend.

SONET digital transmission can be used to bring the advanced services
from other facilities, such as telephone switching centers and Internet
access centers to the headend for insertion into the HFC cable system.

Distribution Hubs i)

Distribution hubs are necessary to provide an insertion point for _
subscriber specific or narrowcast program content. Without a hub, fibers
to neighborhood nodes would have to be cabled directly from the headend.
By using as few fibers as possible to transmit common or “broadcast”
channels from the headend to the hub, other fibers can be loaded with
narrowcast channels. Most growth would likely take place in narrowcast
channels which would determine the assignment of the fibers and new hub
equipment.

Hubs are also necessary for high-speed telephone and data transport for
businesses. The transported signals from customers premises are
concentrated at the hubs onto higher speed SONET transport systems for
transmission to service providers.

Nodes

Nodes are terminals in the HFC communication network where signals are
combined or re-transmitted. Nodes are also the transition point from
optical fibers to coaxial cable. Coaxial cable is the final distribution link
to subscriber homes. From nodes, coaxial cable trunks branch out to
distribute signals and trunk amplifiers are used to boost signals as
distance increases. Node size is chosen to match the number of

S
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narrowcast channels used by subscribers — node serving areas would be
divided into smaller areas as customer demand grows.

Within the node serving area are the power supplies with battery backup,
trunk amplifiers, branch amplifiers, service taps and coaxial service drops
to subscriber homes. All services to subscribers are provisioned from
passive electrical devices (taps) to the coaxial cable. The largest portion
of overall system cost is in the outside coaxial plant from the node to the
customer.

The diagram labeled “Combined Hybrid Fiberoptic Coax and SONET
System” outlines the relationship between headend, distribution hubs, and
nodes.

High-speed data and telephone transport for businesses are delivered
directly on fiber to the business premiscs. Cables are shared from the
distribution hub, using separate fibers for SONET and for HFC nodes.
Nodes are not needed for high-speed data and telephone transport, as the
services are carried on fiber optics to the customer. Electronics for the
conversion of signals from SONET optical transmission to standard
electrical signals are installed for cach customer.

Redundancy

Redundancy ensures that scrvices are not interrupted due to preventative
maintenance or component failures. This is particularly important in
regard to telephone and data services. Telephone customers have grown
accustomed to high reliability, and telephony has earned the distinction of
being a “lifeline™ service, especially in case of emergency. Redundancy
also benefits residential customers of entertainment video. While not as
threatened with hardship, loss of vidco service is annoying. Traditionally,
cable television systems have not used redundancy in their services.

Hybrid fiber optic coax (HFC) systems can be constructed with
considerable redundancy. The benefits and risks of operating a
“bulletproof” telecommunications transmission system must be compared
to prevent spending too much on the infrastructure, charging too much for
transport on the infrastructure, and to meet the requirements regarding
system integrity of each of the scrvices transported.
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Matching Channels to Service Territory

HFC systems carry radio frequency (RF) signals. All applications are
carried within one or more 6 MHz bandwidth RF channels. The
allocation of these channels both in frequency assignment and physical
coverage area must be managed carefully, because the ability to carry new
applications depends on the availability of channels. The capacity of an
HFC system to carry unique content to each customer depends on the re-
use of frequencies among nodes.

Some channels are identical and are broadcast to all customers, such as
basic and enhanced basic cable television. Some channels are broadcast
to a smaller geographic area, like the hub serving area. Examples of these
channels are public access, education and government (PEG) television
channels, or television channels with localized advertising, The remaining
channels are those unique to one node, serving 300 to 2,000 customers
cach.

Each time a channel is assigned to a limited area, the channel frequency
assigned can be re-used in othér areas. This re-use of frequencies is very
important in the conservation of capacity of the HFC system. Advanced
digital services are narrowcast. Examples include telephony, cable data
networks or Intemnet access, and video on demand. Advanced services
contain two-way information unique for each customer, and must be
available on demand.

The Return Path

New applications for cable television systems are often two-way and
therefore use the return communications path. The return path enables
billing management, telephone transport, and data network connections.
Possible electric utility applications are: remote meter reading, outage
notifications, interactive customer communication, and active energy
conservation measures.
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A Final System Design r)

s

The final system architecture is a tradeoff of technical and economic
choices. One architecture is described here, with reasons for
recommendation, limitations, and estimated costs. Some alternatives are
described, with their benefits, limitations and costs.

Several assumptions were made in order to be able to select a system
architecture. First, the system must initially be able to support 50 percent
of the cable television subscribers market. Second, the population and
residential density in 2010 was the basis for planning the common
infrastructure. The initial number of optical nodes is based on 2,000 -
homes per node, resulting in 82 nodes. Using 1996 residential figures,
this results in approximately 1,500 homes per node.

Headend Program Reception

Six satellite dishes are needed to receive enhanced basic, premium and
pay-per-view programs, covering all the satellites serving the west coast
of the United States. The headend and satellite dishes work best if
co-located at the same facility. The initial recommendation for headend
location is Southwest Substation, with alternates at the Tacoma City Light
Administrative complex or Cowlitz Substation.

There are ten broadcast television stations, requiring antennas and { )
receiving equipment. This equipment must be located in a prime receiving
spot and can be placed in a location remote from the headend facility.
Broadcast studios can provide direct feeds to the headend of higher quality
than off-air antennas, but unfortunately, most studios are located in
Seattle.

Franchise obligations include carrying public access, education and
government access (PEG) channels. Content for PEG broadcasts can be
delivered to the headend in tape format, or transmitted to the headend on
optical fibers from production studios.

Commercial advertising is inserted at the headend. A storage and
playback device holds all the commercials to be used in one week, and
they are played automatically on quene. Schedules are set and signals are
sent within regularly scheduled programs to queue the insertion of
commercials.

A major system alternative that could have significant impact on system
capacity is the development of digital television. Programming could be
delivered as digital channels. Some of the six headend satellite dishes
could then be re-used for reception of digital channels, greatly increasing
their channel capacity.

>
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Some channels are.identical for all customers, such as basic and enhanced
basic cable television. Level | channels originate at the headend and are
broadcast to all hubs, nodes and customers. They will be assigned from
50 to 550 MHz. There are a maximum of 80 channels to allocate to Level
l.

Level 2 channels are targeted to a smaller geographic area, the hub
serving area, Each of the five distribution hubs serves an area of 30,000
to 45,000 homes. Examples of Level 2 channels are Public Access,
Education and Government (PEG) television channels, or television
channels with localized advertising. Each Level 2 channel can re-use the
frequency assigned in other hubs. This re-use of frequencies is very
important in the conservation of capacity of the HFC system. There are
no channels currently allocated to Level 2.

Hub Quantity and Locations

There will be one hub co-located with headend. This headend and hub
location is recommended to be Southwest Substation, due to optical
performance, service to a major electrical substation, and property
availability.

Four remote hubs will each serve within physical boundaries, growing to
seven remote hubs if needed. The hubs are initially recommended to be
Pearl Substation (with Adams as alternate), Northeast Substation (with
Tideflats as alternate), Cowlitz Substation (with Roosevelt as alternate)
and Elk Plain Substation. Buildings for hubs must be sized and powered
to house future electronics, even if underutilized in the early years of
operation.

Transmission From Headend to Hubs

Transmission to distribution hubs will be through optical fibers. Initially
concentrating electronics at the headend in order to minimize electronics at
the hubs is desirable. Growth in advanced services, such as residential .
telephony and Intemet data transport will eventually increase the
electronics at each hub.

The number of fibers in the ring cable between remote hubs must be large
enough to accommodate growth. All optical transmitters chosen for
transmission from the headend to the hubs must be of the highest quality
(54 dBc carrier to noise ratio) to make up for any signal degradation in the
transmission from the hub to node and node to customer.
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Transmitters and optical fibers are associated with broadcast and - e
narrowcast of channels. From the headend to the hubs, transmission of k)
RF channels takes place on optical transmitters and optical fibers.

Redundant optical transmitters would be used and redundant optical fibers

would be routed in diverse paths ensuring continuation of service in the

event of fiber cable cuts. See diagram labeled “Ring and Loop Optical

Cable” for an example of route redundancy.

|8

Headend
Signal Spiter

Level 2 RF Channels L v% Channels
b}

i
4
i
Broadcast Transmitter

Broadcast Transmitier
1o Hub 23

to Hub #2
'/
i
l _ : \
k 3 r I h 3

Broadcast RF Channels

Definition of Levels or Level 1

of RF Channels

Level 2 RF Channels

JL

Broadcast Transmitter
to Hub #1

Broadcast Transmitter
to Hub &4

Hub #4
Receier

Broadcast Signal Splitter

Hub #2
Receiver

Broadcast Signal Splitter

Hub #3
Recener

Broadcast Signal Splitter

Hub #4
Recebver

Broadcast Signal Spiter

Narrowcast
RF

Channel
Node Node Node
LeVEI 3 Transmitter Transmitter Transmitter
ode
Node Q&mr Same as Hub #1
Transmit X o Same as Hub #1 Same as Hub #1

r
Node \ Transmitter
Transmitte b,
Nede
Teansmitte
Node
Transmitidr

Node
Transmitter

Node
Transmitter

Nede
Node Transmitter
Transmitter
Up to 2000 Customers
each Node

Up to 30 Nodes
each Hub

)



O

Teclinology Architecture

Hub Fiber Optic Ring Cable Plan

In summary, there are ten optical fibers needed in the ring for Level 1 and
Level 2 RF channels, eight for SONET, 28 for Level 3 RF channels,-and
-20 for return RF channels. The minimum quantity to operate the initial
system is 66. Tacoma City Light would build a ring cable plant
supporting transmission among hubs for a lifetime of 30 years, which is
beyond the traffic predictions trusted today. Optical cables are built in
loose tubes of twelve fibers each, with twelve tubes, therefore, the fiber
count to be installed would be 144 fibers.

Cross Section of Ring /\ Opical Fiber for SONET

Fiber Optic Cable

144 Optical Fibers, total

RRRREBH
538888
538888
c86388H
888888H
S8E888HE

(O oOptical Fiber for HFC

Optical Fibers
for growth

CE M M

3 O3 O3 01 08 0O
3@ O @ 3 s O3
@ @ @ O3 EE

150 2 I I O A O o
O O O O O 5 I A

The optical fibers in the ring would support the following design:

* All Level 1 (those reaching all customers), Level 2 (those reaching all
customers 1n a hub only), and Level 3 (those reaching individual
nodes only) RF channel modulators are concentrated at the headend.

» Level 1 and Level 2 RF channels can be transported redundantly to
each of the four initial hubs using four fibers in the ring and eight
each Distributed Feedback lasers at the headend.

*  The minimum ring optical fibers reserved to carry Level 1 and Level 2
RF channels to four initial and seven maximum remote hubs is seven
fibers. See diagram labeled “Broadcast Optical Transmission to
Hubs.”
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Level 3 channels are those unique to one node, serving 500 to 2,000

customers each. Level 3 is commonly referred to as narrowcast. O
Advanced digital services such as telephony, cable data, Internet access,

and video-on-demand are assigned to Level 3. These advanced services

use RF channels to serve the customers in an area of 500 to 2,000 homes.

The channels assigned to Level 3 in one node can be re-assigned in all

other nodes. The capacity of an HFC system to carry unique content to

each customer depends on the re-use of frequencies among nodes.

Even with re-use of frequencies, HFC systems cannot meet all
applications. Business communication systems are concentrated
geographically and are high-volume., Such systems cannot share coaxial
cable with residences. One solution is to assign extra optical fibers in the
cable plant exclusively to business data and telephony transport, and use
digital SONET transmission standards.

The maximum HFC allocation is for 34 narrowcast Level 3 RF channels
to each node. They will be assigned from 350 to 754 MHz. The initial
allocation is eight RF channels to Level 3.

e To minimize electronics at the hubs the Level 3 RF channels can
originate at the headend. This significantly increases the optical fibers
in the ring and optical transmitters/receivers between the hubs.
Maintenance and diagnostics of the electronics and transmission
system is simplified, however the cost of installation and restoration O
of fiber optical cable in the ring increases. With a ring of 35 miles ‘
circumference and optical fiber expense of $500 per mile, extra fiber
costs $17,500 each.

¢ To establish the optimum fiber count, it is assumed that, at start-up, 8
each Level 3 RF channels are transmitted from the headend to the
HUB for each node.

o RF channels for multiple nodes can be combined at the headend,
transmitted on one optical fiber, and separated at the hub. See the
diagram labeled “Narrowcast Optical Transmission to Hubs,” The
direct savings are $7,500 for each transmitter and $17,500 for each
fiber, for a total savings of $25,000. A balancing expense of $3,000
1s for filters to separate the signals, for a net savings of $22,000 for
each fiber saved.

Using this approach, Level 3 RF channels can be transmitted to the hubs
using 28 fibers added to the ring.

O
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Return optical fibers complete the two-way path for services like
telephone, data, near video-on-demand, video-on-demand, and utility
applications. Each node transmits'to the hub on six RF return channels.
These can be frequency block converted at least five to one at the hub for
retransmission to the headend. Return Level 3 and Level 2 information
can be transported redundantly on 20 optical fibers in the ring.

Limitations

This option cannot effectively carry the full capacity of Level 3 traffic of
34 RF channels each to more than 320 nodes of 500 customers each. It is
an economical method of entering into the business, but cannot grow to
meet full utilization of HFC capabilities.

Alternative approaches to Level 3 transmission expected to be available to
meet growth in advanced services are to use block frequency conversion,
optical wavelength division multiplexing, or digital transmission.

SONET will transport digital information for business telephone and data
traffic to the hubs efficiently. The fina! delivery to businesses will share
the same cable but remain on separate optical fibers from those used for
residential services. Two optical fibers are needed in the ring for each
SONET system. Once two or three systems are in operation, if a fourth is
needed, all four systems can be combined to operate on a single optical
fiber pair. A minimum of four optical pairs, or eight optical fibers are
needed for high-speed SONET traffic.

Optional System Architectures

Dedicating optical fibers for use in transmitting Level 3 signals from
the headend for each node will result in 82 optical fibers used in the
ring for Level 3. The direct cost is $1.4M to add these fibers and

optical transmitters. As the system changes from 2,000 homes passed

per node to 500 homes passed, the optical fibers needed would grow
by four to one, to over 320 fibers from hubs to the headend.

Additional Level 3 RF channels can be combined onto each fiber and

block frequency conversion can re-position each channel to correctly
place it in the channel line-up. This adds electronics at the hub and

the quality of frequency conversion is not high. This option is not yet

priced, but does not meet criteria for simple hub electronics and
known high quality.

Wavelength Division Multiplexing places several light signals on the
same optical fiber. While this is applied today for digital transmission

networks of high-speed data and telephone, the optical sources for
direct application to HFC AM lightwave transmission are not yet
available.

14
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* A final Level 3 transmission alternative is to use digita! transmission
such as SONET to the hubs, and move all Level 3 RF channel
modulators to the hubs. This takes advantage of the point that the
most Level 3 RF channels carry digital information. Modemn high-
speed digital transmission schemes can move the data efficiently to
and from the hubs. SONET carries standard digital traffic in the
same formats businesses predominantly use today. Telephone and
data service provider equipment would be installed at the hub,
converting the digital traffic from the SONET formats to the cable
television format. To allow final combination with Level 2 and Level
1 RF channels at the hubs requires RF channel modulators. This
strategy distributes the electronics from the headend to the hubs and
does not serve digital television signals well. This approach could be
necessary to accommodate growth as nodes are split four to one to
reach 500 homes per node, and as Level 3 RF channels increase
beyond eight per node.

* Remote hubs could be located following substation service area
boundaries. The initial selection of these hubs could be the
distribution substations of Union, Adams, Pearl, University,
Bridgeport, Custer, Clement, Roosevelt, Polk, Portland, and Tideflats.
The site of the headend could be the Administration complex. The
beneficial impact is to reduce the branch optical cable length and
expense. However, it complicates delivery of Level 2 programming
when the hub service area boundaries are not close to the political,
school district, library, or city boundaries.

Node Cable Plan

Each node is planned to require four optical fibers each. Two fibers
downstream and two fibers upstream provide redundancy for television,
telephone and data services. The number of nodes would grow from 82 to
more than 320 as the nodes are split from 2,000 homes per node into four
each, 500 homes per node. Node optical cables are planned in loops to
allow redundant paths to hubs. To allow digital data and telephone traffic
to be transported independently from the hub on SONET branches to
businesses, schools, libraries or substations requires many extra fibers.

From hub to node, redundancy is expensive due to the quantities of optical
transmitters, fibers and receivers. Whether the predominant failure mode
is electronic failure or optical cable cut has not been resolved. Either type
will take significant numbers of customers from service and require
emergency restoration.

15
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The redundant optical fibers to the nodes, as well as reserves for growth
and business communications services, must be planned for and installed
in the initial plan — costs associated with adding redundant fibers later
are extremely high.

Future services to be offered on HFC systems are telephony and Internet
transport services. Data and Internct residential applieations have become
integral especially to home-based businesses. The economic impact of
service interruptions to home-based and other businesses will grow as the
data applications on the HFC systems grow.

Finally, the HFC system will carry several applications simultaneously.
The need for reliability is compounded when thousands of customers are
receiving all of their telecommunications services on one common system.

Given the importance of redundancy, redundant fiber paths to nodes and
fibers for growth have been included in the preliminary system design and
supporting financials.

Business Telecommunications

The telephony and data services typically provided to large businesses
differ from residential services. Business traffic predominantly travels on
high-speed digital lines, the most common of which are T-1 circuits, T-1
circuits carry 1.5 megabits per second (1.5 Mbps) two-way,
symmetrically. They are used for efficient transport of business telephone
traffic and corporate data traffic. Some large corporate offices use many
T-1 circuits for telephone access to the Public Switched Telephone
Network (PSTN), or for point-to-point data transport.

The fiber optic cables in the HFC infrastructure can be used to carry
business telecommunications traffic independently, with the business
traffic on dedicated optical fibers in the same cables with optical fibers for
two-way residential services. Optical fibers in the ring between hubs can
provide high-speed transport of digital business traffic to the telephone
and data switching centers found in the greater Tacoma area, such as
national or regional Internet access providers, the long distance carriers,
and the local exchange carriers. Optical fibers in the same branch cables
from the hubs to the nodes can be extended to businesses. Laying the
branch cable out in rings enhances the reliability of the SONET system
through the use of redundant optical fibers.

16
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Y

The key to serving business telecommunications is providing high-speed
digital transport based on common transmission and connection standards,
and doing so in a reliable and efficient manner. SONET is a highly
standardized system for providing transport of digital telephone and data
circuits. Many manufacturers provide compatible SONET electronics in
high volumes, which may be upgraded in speed and capacity. The
majority of long distance telecommunications transmission capacity today
is provided on SONET systems. SONET multiplexing shelves would be
placed in the hubs and at end-user premises. Small SONET shelves at the
customer site deliver standardized high-speed digital lines which can be
connected to their digital telephone and data network systems.

Planned Changes in System Operation

Changes are to be expected in system operation during the first ten to
fifteen years of operation. The changes would be driven by marketing
success, penetration of services, new services added, and population
growth and may include the following:

» Migrate Level 3 telephony and data RF channels to SONET
transmission and hub video modulation.

* Migrate to 500 home nodes as needed.
»  Offer PCS carriage using strand-mounted transmitters and receivers.
» Install SONET electronics and optical cables to business as needed

» Build additional hubs as optical cables to nodes become filled, or as
expansion into neighboring communities is requested by franchise
authorities. '

The following maps provide an overview of the fiber optic design of the
proposed Hybrid Fiber Coax plant. These maps are divided to display the
service areas of four hubs.

17
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Technology Architecture

P

Hybrid Fiber Coax vs. Fiber to the Home (FTTH) ' :)

There are expectations that some day communications services will be
delivered to the home on a fiber optic pair, or fiber to the home (FTTH.)

FTTH is a wider-bandwidth duplication of the local exchange carrier’s
existing infrastructure, which is twisted-pair copper wire dedicated from
the central office to each home. It has proven to be very costly to
maintain and opcrate dedicated paths to each home.

Delivery of services via coaxial cable is relatively inexpensive for several
reasons:

» Costs are shared when many customers are served by common coaxial
cables.

» Coaxial cable capacity is very high, allowing service to several
customers over the short distance from a single node.

» Physical connections are simple, using standard electrician’s tools,
hardware, and methods.

¢  Connections within the home are familiar to most customers who have
purchased installation of cable television service.

* Radio frequency amplifiers are common designs, perfected over 40
years of radio and television transmission experience.

e Inexpensive, simple radio-type return transmittérs will be used verses
relatively expensive and sensitive optical transmitters.

o Intelligent devices are moving into the customer homes, such as
MPEG?2 digital television compression, cable modems, and customer-
premise network interface units (NIU), which allows higher efficiency
of the available RF bandwidth in the coaxial cable plant.

S

Communications technology applies fiber optics where appropriate, such
as long cable runs in electrically noisy environments. Optimum
communications design today uses a mix of fiber optic and coaxial cables.

Interdiction

Interdiction is commonly known as scrambling or blocking, where a
specific television signal is rendered unusable. There are two common,
current forms of interdicting specific services at the home; traps or filters,
and analog set-top boxes.
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Technology Architecture

Market Penetration Questions: O

Will customers have a choice between digital and analog premium
channels? Will digital television be marketed as providing more choice, as
well as a high quality version of analog programs, and co-exist with the
analog equivalents? Or, if any subscriber wants any preminm channel,
will they be carried only by the digital video provider?

Conclusion:
Given that digital television is rapidly maturing, install traps and filters

initially, and migrate to digital television for premium tiers when feasible.
(See Implications of Digital Television, below.)

The Return Path

New applications for cable television systems are often two-way, and use

the return communications path. The return path enables system

monitoring, billing management, telephone transport, and data network

connections, .

Operating the return path on coaxial cable is a great challenge. Noise can -~
penetrate the system at every customer and tap, it is amplified and \ >
combined along the return path, and could mask the actual signals desired. )
The term used to summarize the problem is “ingress.” The return path
funnels all returning signals to the node. One noise source, whether a
babbling transmitter in a home or a failing coaxial amplifier, can interfere
with many customers,

~—

In the 5 to 42 MHz return frequency range, the ingress is higher from 5 to
15 MHz than above, because of noise from electric appliances, motor
controls and amateur radio operators. The techniques to minimize ingress
are simple and effective, but must be performed throughout the coaxial
system. The best materials must be used and installed properly to
minimize ingress. The skill of construction technicians must be high to-
install the cable and tune the amplifiers properly. Each outlet must be
filtered to eliminate unwanted return path noise. In-home filtering
techniques cannot be expected to be performed by the customer. The
cable television technician can install filters to block unwanted return path
noise outside the home, either at the pole mounted “tap” or the
“demarcation” where the signal splits to each of the outlets.

9
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Implications of Digital Television for HFC Business

All of the subscribers to basic cable television programs would be served
with standard analog channels. Analog delivery of expanded basic and
premium channels will require some form of interdiction, or scrambling,
This business is mature and the electronic devices are standardized.

Compressed digital television technology allows a much higher utilization
of the cable television system. A single analog television channel can be
re-used for ten or more compressed digital television programs, with the
same or better picture quality. The programs are digitized at the source,
and compressed for transmission. The HFC system transports the signals
as if they were a standard television signal. The programs are not de-
compressed and converted from digital back to analog until the viewer
selects the program, maintaining high quality throughout the transmission
media. The compression technique is standardized, allowing the
decompression capability to be placed into many electronic devices.

Near video-on demand and true video-on-demand will offer many choices
to customers and will be a valuable service.

The digital set-top is a computerized electronic device. It is addressable,
in order to receive a unique setup from a centralized controller. It allows
the customer to change what they want to pay for, without expensive
visits by cable television technicians.

Other Applications of Digital Television Transmission

Amplitude Modulated (AM) lightwave transmission on fiber optics has
performance limits, where the quality of signal is difficult to maintain,
especially over long distances combined with wide bandwidths. In
particular, when AM lightwave transmission is cascaded, one transmitter
and receiver after another, then higher cost laser optical transmitters are
used to maintain performance quality of each RF channel within
acceptable limits. Since the design for this system does not require long
cascades, this is the recommended method for the Tacoma City Light
system. '

Digital lightwave fiber optic transmission products were considered. At
the headend, the RF channels can be converted into digital form and
transmitted to the hubs, with or without compression. The transmission
via digital lightwave is very high quality, and could be applied for
transmission from the headend to the distribution hubs to achieve
performance goals. Simplicity and flexibility is sacrificed to gain this
quality, however. :
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These digital lightwave systems for television are typically expensive. O
The competing digital systems are based on SONET, Fibre Channel, or .

are proprietary. Only 16 to 32 channels of video can be carried on one

digital transmission system, requiring more electronics to carry the same

signal as AM lightwave. Only single vendor systems are available for

digital transport, reducing competition for upgrades and component

replacements (unless SONET broadcast transmission is used). Video

modulation of broadcast channels is duplicated in each distribution hub,

instead of concentrated at the headend.

Network Management

With the construction of a nexw system, the opportunity will never be
better to install high quality tools, diagnostics, equipment and software.
Computers and network control systems are necessary to meet these goals.
The diagram “Software Relationships in Telecommunications Business™
shows their interactivity.

Cable television has not required the sophisticated system monitoring and

customer accounting systems that have been necessary in the electrical or

telephone business. Telephone companies use sophisticated monitoring .
and automation systems in providing basic telephone service, and in their D
operation and maintenance functions. As cable televisions systems begin \

to deliver advanced telccommunications services, the necessity grows for

system monitoring, automation, and sophisticated customer-supporting

software systems.

-t

Fortunately, other industries have forced the development of many
standardized tools that can be directly applied to a new business operation
and infrastructure. Element Management Systems are computers that
gather data from a specific group of field devices, and provide information
and controls to the operating staff. Several Element Management Systems
computers are diagrammed on the right of the following sketch. Higher
level software and computers can use this information for their own
purposes, and pass commands to field devices through the Element
Management System. The higher level software can perform mapping,
assist customer sales representatives, or generate operational reports using
real and accurate information from the field devices. All of these are
based on “Open Systems™ which allow them to exchange information
through relational databases and standard physical interconnections.

S
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Tacoma City Light has developed a “data model” that defines the
relationships among many data files, necessary to create data warehouses.
The existence of accurate computerized maps and pole locations will be
helpful in the design and construction of all the outside facilities. The new
Automated Mapping/Facilities Management/Geographic Information
System (AM/FM/GIS) will provide many more tools for efficient
operation and management of a telecommunications system.

Software Relationships

in Telecommunications
.Business

Wark Crders

Headend
EMS

Web
Site

. ACD/
Business Phones WR

b

Customer Sales
Representatives

Account{'

/}eceivable
Billing

—==-————Service Provisioning

\\ Maps,
Drops, by address

Wanagement and Oversight
- Inventory Controls
Cost Controls

Simple Network Managemery
System

Diaghostics

~~e.._Troubleshooting

Tools

RF Plant
EMS

Optical
b—t Transm
EMS

SONET
EMS

/
Facilitie{

Status

Equipment
Status

Addraessable
Settop
EMS

Cable

Outages, by address

Old Account Info

N

/

Computer Aided Design and Drafting
{CADD}
Plant documentation, Design Tools,
AM/FM/GIS functions

/

Pole Aftributes

Interference

Data \

— Modem
EMS

Telephone
EMS

AMR
—1{ DA/DSM
EMS

Base Maps

Legacy System
Old CiS,
old accounts, addresses,
names, phone

Poles Database,
with details on pole,
attachments, etc.

Utility Faciies
Locations of Water, Sewer,
Power. elc

Landbase Maps
i.e. Roads, RW & Property,
Buildings, Landuse
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Operating Plan

OPERATING PLAN

In the provision of telecommunications services, Tacoma City Light
would interact with many parties to ensure the cost effective delivery of
advanced telecommunication services to the local business and residential
market. Some parties will be familiar, such as the electric system
operating sections of Tacoma City Light. Others will be new to Tacoma
City Light but mature in their own markets, such as the video production
and telephone industries. Finally, there will be interaction with companies
that are relatively new and growing such as Internet service providers and
competitive access providers.

Diagrams have been developed to represent the possible relationships and
responsibilities between the parties. There are diagrams representing the
businesses of wholesale high-speed digital transport, Internet data
transport, and the cable television businesses.

There are many milestones to pass before there is an operational system,
before the first customer can be satisfied. Only then does the daily
operational plan takes effect to sustain and grow the business.

The final team of experienced employees must be on the job and in
control of the process of creating and developing this business.

Contracts must be negotiated and signed, to provide the content,
design, procurement, and installation that becomes the “system™. All
contracts must be closely managed and performance of those
contracts must be under constant scrutiny.

The permanent staff of marketing, technicians, sales and engineering
must become familiar with the new $ystem, trained on specialized
equipment operation, and be trained in the ways they will need to
perform in the highly competitive environment of telecommunications.

Installation must proceed in an economical but swift manner,
culminating in high performance two-way connections to residences,
small businesses, and large telecommunications users and suppliers.
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Qperating Plan

General Operations |
O

A common telecommunications infrastructure will be used for all three of
the major lines of business: high speed telephone and data transport,
Internet data transport, and cable television. The cost of common
operation and maintenance of the plant will be shared.

There are key interactions with telecommunications service providers,
directly supporting this business, which must be managed with special
contracts, physical standards, and technical relationships. Tacoma City
Light would transport content which originates in a few points on the
network, supporting all three lines of business. Satellites dishes would
receive cable television programs from orbiting satellites. Internet traffic
would flow to and from the electronic facilities of Internet Service
Providers. Long distance telephone traffic would flow to and from POP
facilities.

That content, which originates in a few points, would be distributed
throughout the Tacoma City Light service territory to wholesale and end-
~ use customers. These customers would to some degree associate all the
delivered products with Tacoma City Light, whether or not all the
responsibilities of service are Tacoma City Light’s. In admitting that,
then there would be a role for Tacoma City Light staff in ensuring new
systems are installed correctly, and service is prompt and extraordinary.

The aggressive marketing of services and products will determine the Cw
success of this new telecommunications system more than any other single

factor. Staff would be assigned directly to this activity. Advertising and

promotional programs would be the norm and would be performed by

ensuring that current information about products and services is always

available to the customer/owner.

Operational Support Systems would be in place, providing the tools and
information needed by staff to perform their duties efficiently and
promptly. As services delivered by the telecommunications system are
based on electronics, the facilities themselves would provide information
about their own health and status. Computer systems today allow the
system support staff to have information and responsibilities that were
diversified only a few years ago. Continuous performance monitoring of
the communications facilities allows crews to respond quickly to trouble,
even before the trouble affects service.

Continuous attention must be paid to developments in communications
technology, to continue to serve a changing market. Management and
engineering staff will seek to introduce devices on the fiber-optic
transmission network that meet the developing needs of new applications
for sound, data, images, and television.
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Operating Plan

Regular Operations

The Regular Operations must be discussed in the context of each business
line: high-speed digital transport, Internet data transport and cable
television.

High Speed Telephone and Data Transport

Tacoma City Light would own and operate a communications
transmission system, capable of providing wholesale high-speed digital
transport circuits for telephone and data transport from point to point
throughout its service area, This service would be offered on a non-
discriminatory basis for the use by others. This service would be limited
to transport only: Staff would not be dedicated to application-specific
customer support. That duty would be filled by the private sector value
added service providers or individual customers.

Tacoma City Light would sponsor and participate in user groups and
forums, in which users can exchange experiences in applying the high-
speed data transport, and can be introduced to value-added service
providers. Market research indicated that most customers expect a high
level of specialization in applying high-speed digital transport for use in
the customer’s business. Local service providers would craft solutions for
the users and would utilize Tacoma City Light’s wholesale transport.
Forums would likely be held on a bi-monthly schedule. Tacoma City
Light would host the forums by arranging for convenient meeting space,
publishing meeting notices and agendas, and participating in the
discussions as a transport provider and end-user.

Tacoma City Light would install electronics in the users buildings, to
create the high-speed pathways. By distributing the electronics,
redundancy and reliability of the entire network is increased compared to a
centralized office structure. Fiber optic cable would enter buildings, with
redundant cable routes available if requested by the customer. Tacoma
City Light would operate and maintain ali the fiber optic cables and
transport electronics.

The high-speed transport circuits would terminate either in the customers
buildings, or at the facilities of one of the following: long distance
providers, local telephone service providers, or data network service
providers. Developing strong and effective business relationships with
these providers would be a critical factor in the success of the
telecommunications system.

—_—
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»,

High-Speed Internet Data Transport

Tacoma City Light would own and operate a hybrid fiber optic - coaxial
cable telecommunications system, distributing connectivity throughout the
Tacoma City Light service territory. Tacoma City Light would provide
transport service for use by Internet Service Providers to provide cable
modem - based Internet access to all residents and small businesses.

Internet Service Providers would use Tacoma City Light’s digital, fiber
optic transport from their centralized facility to the data network routers
which convert digital signals into RF channels. Internet Service Providers
would be provided transport using Tacoma City Light’s RF channels to
deliver cable modem signals to and from end-use customers, including
both residential and small business uscrs.

Internet Service Providers would partner with Tacoma City Light to
ensure the delivery of the highest quality products and services to end-
users. Key issues to consider in partnering with Internet Service
Providers to deliver the growing Internct traffic are: Internet Service
Provider investment in caching computers to serve the common Internet
information requests locally; leasing of highest speed interconnections to
the national Internet infrastructure; choice of cable modems for efficient
use of RF channels in data networking; and the history of responsiveness
to customers service and trouble calls. : U

High-speed Internet data transport is a relatively new application of the
Hybrid Fiber Coax cable television infrastructure, providing two-way
service on the cable to the home. Extreme care would be placed on the
installation of the cable serving end-users. All cable in the home used for
two-way services must be of top-quality materials. Electrical noise
infiltrating into the return path could affect the service of others and
would be eliminated with careful installation and material choices.
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Organization

ORGANIZATION

Staffing for the Communications Section would include both reallocation
of existing personnel and the recruitment of new employees with
communications, technical and marketing experience. The Section will
also rely on the support of other departments within Tacoma City Light
and the City of Tacoma, such as Legal, Fleet, and Accounting,

Telecommunications
Organization Chart
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Notes to Financial Statements

Penetration Rate

per 100 Homes

NOTES TO FINANCIAL STATEMENTS

The Light Division (Tacoma City Light) is a division of the City of '
Tacoma, Department of Public Utilities, which also operates the Water
and Belt Line Railroad Divisions. The Telecommunications Project

would be a section of the Light Division.

The following is a summary of significant financial notes and is intended
to assist the reader in understanding and interpreting the financial

statements and other data in this report.

NoOTE1
Financial Analyses

Tacoma City Light’s financial analyses for the Telecommunications
Project are summarized in the Income Statement and Cash Budget. The

analysis deliberately understates revenues to give a conservative view.

The analyses show that the proposal to build the system is economically
feasible if pursued in a business like manner. All amounts are shown in

constant 1997 dollars. :

Comparison of Cable TV Penetration As seen in the graph below, cable:
television penetration rates have been conservatively estimated at 25
subscribers per 100 homes.

— w—Ailling to Switch -
lower price, same
programs

= = = Wiling to Switch -
morfe programs,
currert price

Cedar Falls, IA

Tacoma City Light

Jan-96 Jan-97 Jan-98 Jan-99 Jan-00 Jan-01 Jan-02

Year

Jan-03

Comparison of Internet Usage Compared with the forecasted growth in
the national Internet usage rate, Tacoma City Light’s projected Internet

transport rates are also conservative,
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NOTE 2

Cost Estimates

Cost estimates are based on unit costs collected in the telecommunications
study and from existing telecommunications companies reports and
operating statements. The estimates are given in unadjusted Year 1
dollars and should be used only for determining the feasibility of this
proposal. Certain costs, including programming and payroll & benefits,
have been inflated to account for historic increases above the rate of
inflation,

()

NOTE 3
Services Offered To City and Terms

The franchise jurisdictions have goals, interests and needs related to the
proposed Telecommunications Project. Tacoma City Light’s development
plan makes provisions for these goals and interests. These needs are
proposed to be addressed through the provision of Public, Educational,
and Governmental (PEG) video channels, taxes and fees, and through the
construction of an Institutional Network which will provide fiber links to
all primary and secondary schools, colleges, universities (both public and
private), fire stations and police stations, including SONET electronics to
enable the links to be used as soon as possible.

NOTE 4
Infrastructure

The infrastructure would be built with a regional headend, 5 hubs, and 82
nodes. Also included are SONET electronics supporting an initial 176
business sites, 8 central offices, and 3 Points of Presence. The system

N
N
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Notes to Financial Statements

supports optical coupling, switches and amplifiers. SONET shelves are
also included for Tacoma City Light substations and the Institutional
Network. The construction total incorporates hardware discounts off list
offered on large quantity orders:

NOTE S
Financing

This project would be funded through the use of insured taxable municipal
bonds with interest rates based on U.S. Treasury yields plus a spread of
between 35 and 70 basis points depending on term, and capital available
from the Light Division. The total financing amount includes operating
capital and incurred start-up costs. The bonds would be issued with a
range of terms, the maximum of which is calculated at 10 years for the
purpose of this analysis.

NOTE 6
Revenues Generated

Tacoma City Light would be the service provider of cable television
services. Subscriptions would be offered in a multi-tier selection.
Tacoma City Light would charge an installation fee, however, for
purposes of this analysis, that charge has been waived until 1999. These
financial statements are based on conservation penetration rates in the
cable television market.

The telecommunications system would make transport available to service
providers of other services including telephony, data transport, and video
on demand. These features would be available through partnerships
between Tacoma City Light and other service providers. Since Tacoma
City Light would only be the transport provider, it would not be involved
in rate schedules set by providers for these services. Tacoma City Light
would, however, receive revenues from the service provider for carriage
on the telecommunications network.

The telecommunications system would also service the needs of the
Tacoma City Light. Functions such as distribution automation, substation
monitoring, real-time pricing, and customer billing information would be
available to the Light Division through the use of this system.

NOTE7
Operating Expenses




Conclusions

Conclusions

The study team set out to answer a number of questions at the outset
of this project: '

e What is happening on the technological front?

e Who are the major telecommunications players, what have they
done in the past, and what are they doing now?

What is happening in the regulatory environment?

What have other communities done with regard to
telecommunications?

What has happened historically in our community?

What do the existing telecommunications options look like?
What kind of market demand for telecommunications exists in
our community?

e What are the economic development implications for our
community if an advanced telecommunications system is built or
fails to be built?

* And finally, could Tacoma City Light build and operate such a
system and how would it look?

This study of telecommunications has answered those questions. But
there is a final question that must be asked. Should Tacoma City
Light create a modern telecommunications infrastructure to serve the
local community? The answers to the previous questions are critical
to understanding and answering this question.

This study has reviewed telecommunications both nationally and
locally. In reviewing the local situation it is clear that the local
market has a growing need for better telecommunications access.
Despite growing local demand, the incumbent wire line service
providers have stated that their investments in the local infrastructure
will either slow without significant rate increases or be halted all
together. One could hope that other companies would step forward
and create a modern telecommunications system through out our
community but the prospects for that occurring appear dim. While
Competitive Access Providers will eventually enter the local market,
their focus is almost exclusively on large business users. Other
potential systems are either of low capacity or not scheduled to be
fully deployed until the next century.

Tacoma City Light could create an advanced telecommunications
system to meet the telecommunications needs of the communities it
serves in addition to its own internal communication needs. If
Tacoma City Light were to create such a system and operate it in a
business like manner, the system would generate sufficient revenues to
make the system self sustaining, By offering products and services
that either meet customer needs directly and providing a pathway
through which the private sector can meet additional needs, pricing
those products and services competitively, and delivering them over a
modem, high-speed, high-reliability telecommunications system, a
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business is created that is viable using conservative revenue
projections.

The following principles provide a framework for considering whether
Tacoma City Light should enter the telecommunications arena in our
community.

1.

The primary purposes for Tacoma City Light financing,
constructing and operating a broadband telecommunications
system shall be as follows:

e Provide a state-of-the-art fiber optic technology to support
enhanced electric system control, reliability and efficiency.

e Provide capability to meet the expanding telecommunications
requirements in an evolving competitive electric market, the
most critical of which is real-time, two-way interactive
communications with individual energy consumers.

e DProvide greater revenue diversification through new business
lines (i.e., Internet transport, cable TV, etc.), enhance
traditional products and services and maximize return on
Tacoma City Light assets.

Important additional community benefits derived from this

project are as follows:

e Promote economic development and business retention.

e Insure broad community accessibility to high quality, state-of-
the-art telecommunication technology.

The Telecommunication Project, including all infrastructure, and

proposed business lines, shall be an integral Tacoma City Light

operating responsibility and function.

The Telecommunication Project business lines shall be operated

in a business-like manner similar to electric services which are

subject to market forces and are not tax supported.

In order to avoid the perception of government control of the

content of the cable television business line, programming will be

determined on the basis of local consumer demand and input.

The Telecommunication Project construction will reflect the

current overhead to underground configuration of Tacoma City

Light’s electric system. Any significant divergence from this will

greatly increase the project costs and jeopardize the viability of

the project.

Tacoma City Light’s Telecommunication Project will not

proceed unless there is broad and strong policy and community

support.

Ultimately, the question of whether Tacoma City Light should create
a modern telecommunications infrastructure is one that policy makers
must answer with the informed input of the community they
represent. It is our sincere hope that the communities that Tacoma
City Light serves will find the background information contained in
this study useful.

()
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Growth on the Key Peninsula will be more problematic.
Transportation is obviously a problem, and this will favor
location there by non-commuters, generating more demand for
local retail goods in Gig Harbor. Infrastructure In that area, such
as water and sewer will be more expensive and will push up
housing prices.

To the extent that the émployment growth occurs closer to
DuPont than to the current Tacoma boundaries, some housing
growth (and population) will occur in Thurston rather than Pierce
County. One estimate, by the Thurston County Economic
Development Board, expects that almost 70% of the non-DuPont
residences of Northwest Landing employees to be in Thurston and
only 30% in Pierce. As Thurston grows, however, people will
travel to Pierce County for shopping and entertainment. Although
a second spill over area could be Auburmn in south King County,
residential neighborhoods located there are not as attractive as in
Thurston County nor is the economic base as diverse.

Growth Impact of Scenarios

Scenario Two The location of another large technology company

(following the Intel example) or the successful development of the

ISDZ would produce a major employment gain. In this case, p
growth within Tacoma would increase by 0.75% annually in the { )
early time frame (1993-2005) and by 0.25% in the later frame

(2005-2020). A slow down in the acceleration of growth would

be due to more attractive non-Tacoma locations. This type of

scenario would initially increase annual growth in Pierce County

by 0.5% annually, and then slow to 0.75% over the longer time

frame. Again, this would reflect better siting opportunities

outside of Tacoma.

Scenario Three Another change that would have a significant
impact on the moderate term growth outlook for the area would
come from the development of an expanded art/cultural and
tourist industry. This could happen if the “culture cluster”
generates the critical mass of activity needed to attract travelers
and put the area on the “map” of destination stops. The effect
will be to raise Tacoma’s annual growth by 0.1% and Pierce
County by 0.2% in the 19935-2005 time frame. Greater growth
will occur during the 2003-2020 time frame as infrastmcture is
developed and earlier impacts are felt, with increases by 0.25%
for Tacoma and 0.3% for the county.

IMPACT OF TELECOMMUNICATIONS
INFRASTRUCTURE \)

43



-

AN

O

)

Economic Development in the Greater Tacoma/Pierce County Area

Patterns of growth in the major sectors of the local economy are,
and will be more so in the future, dependent on the community’s
telecommunications infrastructure. Many established sectors will
also require continued technology investments to remain
competitive.

Government activity at military installations will continue to be
the a significant sector in the local area economy. However, as
the size of the public sector in the national economy continues to
get smaller (moving toward the promised balanced budget),
reductions in the defense budget will become increasingly
important. The existing facilities in Pierce County have survived
two rounds of base closures, due in part to the fact that they were
technologically sound. The future is always uncertain, however.
Access to the most modern telecommunications technology will
help assure their survival in the local area.

Up-to-date communication and information services are essential
to the survival of health services. Commercial data management
in support of medical services also require a substantial and
increasing telecommunications infrastructure. The health care
industry is a primary industry in Tacoma Pierce-County and a
rich source of potential applications and associated technology
drivers. Not only are there a variety of applications driving both
applied and fundamental research, but the spectrum of actual
operating modes in health care provision systems span a wide
range. Provision ranges from elective, non-emergency,
monitoring where the patient and provider are together in a well
equipped office, to emergency diagnostic and treatment situations
where the diagnostic expertise is geographically remote from the
patient and the treatment expertise. Remote diagnosis requires
high bandwidth, real time connection oriented services which
support multiple video and data streams as well as voice
communication.” The precise telecommunications capability
required to support this activity is application specific, but can be
analyzed within a distributed communication framework since in
general health care providers may be geographically dispersed in
multiple locations.

The increasing telecommunications need is also true of other
professional services, especially in the area of financial services.
The financial services are not communications limited in the same
sense as remote medical diagnostic services, or shipment status
monitoring. While financial service providers at both the
institutional level and the consumer level are sophisticated users
of information, the financial services industry does not place
heavy demand on the design of the telecommunications

44



Economic Development in the Greater Tacoma/Pierce County Area

technology. This somewhat curious situation results from several

factors:

1. Most financial information is coded in alphanumeric formats.
These formats are very efficient to transmit using a variety of
existing telecommunications technology.

2. Humans utilize financial information and services in
alphanumeric or rudimentary graphical formats (trend

_ charts).

3. Financial information is semantically “dense”, the simple
statement “DOW off %35 contains a wealth of information,
but is amazingly compact (eight bytes).

So it is clear that need for increased bandwidth is usually not
instigated by their need to support more volume. However, the
financial services sector in the Tacoma area does have unmet
telecommunications needs, as evidenced by the Frank Russell
Company, one example of a professional services firm
experiencing increased telecommunication needs in order to link
its headquarters with its international offices and clients. For
these kinds of clients overall bandwidth may not be an issue, but
security of the line, speed and direction, and responsiveness of the
vendor may be. This is an industry sector where
telecommunications is part of the production process — a
breakdown in the system can cause the organization itself to cease
to function until the system is back on-line. Failure to invest in
new technologies, especially communications technologies, would
therefore limit the growth potential of the area. Companies like
Frank Russell would be forced to eontinue to privately construct
work around solutions or utilize a remote service center that could
supply desired access and services. Other areas looking to attract
these types of companies would need to provide access to a sound
telecommunication infrastructure. The success of the
international services district and the ability to attract new
businesses to the redeveloped Foss will depend, to a great degree,
on access to low cost, full service telecommunications
technologies.

More uncertain, and equally important, will be the information
and communication needs of shipping and support activities in the
Port of Tacoma area. Increase in direct competition to Tacoma’s
container trade, competition for new shipping lines, just-in-time
inventory requirements, and lower labor costs all suggest the
provision of telecommunications technologies will be important
for this sector of the economy as well. Distribution centers in the
Port of Tacoma, with SuperValu as another example, are
becoming increasingly dependent on telecommunications for the
transfer of data between regional distribution centers, vendors;
and the parent company. . Customers frequently desire to know
the status of shipments which they have sent or are waiting to
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receive. These shipment status services are often effective
differentiators for shipment service providers. In the small
package shipment service business competitive pressure drove
both FedEx and UPS to offer shipment status services. With the
small package shippers, status generally provides pickup time,
expected or actual delivery time and other information. With
integrated shipment services providers such as the typical port
authority, the cargo may be at sea, in the air or with some
common carrier trucking firm which makes an accurate and
reliable determination of shipment location problems. A possible
solution entail utilizing global positioning systems (GPS) and
wireless telecommunications technology to update port authority
databases on the location and condition of shipments in transit.

In the retail sector, increased reliance on computer usage in stores is
likely, as inventory costs can more effectively be controlled with timely
ordering and control, use of fax and modem transactions is increasing, and
the use of things like fingerprint recognition for credit cards or check '
writing. Successful merchants will need to adapt to these new demands —
a potential large increase in data transmission needs from many small and
scattered sites.

The advanced technology businesses also can have
telecommunication necds. A research based organization will
often desire high-speed access to other researchers or their works.
In fact, it is the ability to telecommute and connect regionally~
located Universities that has fueled some of the dispersion in
advanced technology companies to smaller communities.

Culture-based organizations in this scenario are not as
technology-dependent as professional and health services, but
telecommunications does play an increasing useful role in the
tourist/convention catcgory. The Visitor and Convention Bureau
anticipates the use of smart cards to allow tourists access to a
variety of services from transportation to tickets to shows. That
idea would require a well developed communications network in
the city and adjacent points of interest. For the conventioneer,
satellite conferencing and digital information transfers are of
growing importance. In addition, many business travelers expect
a computer modem in their hotel rooms to connect with their
home office. Museums increasingly use interactive media as an
educational tool.

It is not merely the business applications themselves that require
infrastructure access. Sophisticated, technology oriented
employees of many of these types of firms would expect to have
access to their workplace computer system from their home,
access to the Internet, high quality cable systems, and eventually
new technologies which are only on the drawing board at this
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time. A failure to invest in the appropriate infrastructure may
leave Tacoma out of the running as a location for these types of
firms and the employees who work for them.
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City of Tacoma

Tacoma i e City Clerk

CERTIFICATE OF CITY CLERK

[, Doris Sorum, City Clerk of the City of Tacoma, Washington, do hereby
certify that the attached is a full, true and correct copy of Ordinance No. 25930
passed by the City Council on July 23, 1996.

Dated this 15" day of January 2020. . Cgf
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ORDINANCE NO. 25930

AN ORDINANCE of the City of Tacoma, Washington establishing a
telecommunications system as part of the Light Division, supplementing
Ordinance No. 23514 and providing for the issuance and sale of the
City's Electric System Revenue Bonds in the aggregate principal amount
of not to exceed $1,000,000 to provide part of the funds necessary for
the acquisition, construction and installation of additions and
improvements to the telecommunications system.
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