A RESOLUTION CONSENTING TO THE TRANSFER OF THE CABLE

COMMUNICATIONS FRANCHISE AGREEMENT TO TIDEL COMMUNICATIONS, INC.

FROM STORER METRO COMMUNICATIONS, INC.

Resolution No, 86-356

WHEREAS, the City of Sherwood (Washington County) is a
member of the Metropolitan Area Communications Commission (hereinafter
the Commission); and

WHEREAS, the members of the Commission entered into a certain
Cable Communications System Franchise Agreement Between the
Jurisdictions Participating in the Commission and Storer Metro
Communications, Inc. (hereinafter Grantee):; and

WHEREAS, pursuant to Section 3.5 Franchise NonTransferable of the
Agreement, requested the Cable Communications Franchise be transferred
to Tidel Communications, Inc. (hereinafter Tidel): and

WHEREAS, the Commission considered the request, determined Tidel
has the legal, technical and financial gualifications to operate the
cable system accoréding to the terms and conditions of the Franchise
"Agreement, and by adoption of Commission Resolution 86-02 (attached)
recommended to the City of Sherwood (Washington County) that
consent be granted to transfer the Cable Communications Franchise to
Tidel from Grantee; and

WHEREAS, the Council (Commission) has deemed it to be in the
furtherance of the public interest and welfare of the Citizens of the

City of Sherwood (Washington County) to consent to the transfer
of the Franchise.

NOW THEREFORE BE IT RESOLVED by the Council (Commission) of the
City of Sherwood (Washington County) as follows:

A. ‘The City Council (County Commission) hereby grants its
consent to transfer the Cable Communications Franchise to
Tidel from Grantee.

B. This consent is granted contingent upon unanimous consent of
the member jurisdictions of the Commission to the transfer,
and the filing by Tidel of the following with the Commission
in a form satisfactory to the Commission:

l. Formal acceptance of the Franchise Agreement indicating

that Tidel agrees to be bound by all terms and conditions
thereof; and

2. Certificate of Insurance pursuant to Section 9.5 of the
Franchise Agreement; and
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3. Evidence that a security fund of $100,000, pursuant to
Section 9.2, has been deposited in a bank account
maintained by the Commission, or that Tidel has acquired

the existing security fund originally depositd by
Grantee:; and

4. Proof of the posting of a $100,000 faithful performance
bond, pursuant to Section 9.3; and

5. Evidence that the financing of the purchase of the cable
system is essentially the same as that presented to MACC
staff and legal counsel on June 17, 1986, and that all
financing is completed.

and the Commission determining that all member jurisdictions
have given their consent to the transfer and Tidel has
submitted the required documents.

C. The Mayor (Chairman) is authorized to file with the Chairman
of the Commission an executed true and correct copy of this
resolution and is authorized and shall execute on behalf of
the City (County) a Cable Communications Franchise Agreement
redrafted to reflect the transfer of ownership. The
Franchise Agreement and two duplicate copies shall be
executed and returned to the Commission within thirty (30)
days of receipt of the redrafted Franchise Agreement by the
City (County).

Introduced and adopted this z@z day of July, 1986.

MAYOR

CITY OF e/,
(WASHINGTON COUNTY)
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METROPOLITAN AREA
COMMUNICATIONS COMMISSIO]

12655 S.W. Center Street «» Suite 390 ¢ Beaverton, OR 97005-1601 s (503) 641-02

June 25, 1986

TO: MACC MEMBER JURISDICTIONS
FROM: WILLIAM J. TIERNEY, MACC ADMINISTRATOR
RE: TRANSFER OF CABLE COMMUNICATIONS FRANCHISE

The MACC Board 1is recommending the member Jjurisdictions of the
Metropolitan Area Communications Commission give their consent to a
change of ownership of the Cable Communications Franchise to Tidel
Communications, Inc. from Storer Metro Communications, Inc. This
recommendation is made following review by the Board of Tidel's legal,
technical and financial capability to operate the system according to
the terms and conditions of the Agreement. I direct your attention to
the report contained in this packet, for information about the sale
and our analysis of it.

This packet containc MACC Resolution 86-02 which includes the report
spoken to above. The Resolution formally makes our recommendation to
consent to the transfer. It also contains a draft resolution for you
to act upon.

Upon action by the City Councils and Washington County Commission,
please execute and return a certified copy of the resolution. MACC
staff will redraft the Franchise Agreement to reflect the change of
ownership and provide copies for you to execute. You can anticipate
receiving a redrafted Agreement by the end of the summer.

If you cannot schedule your meeting according to the enclosed meeting
schedule, please contact MACC. If you wish to have Tidel officials
attend your meeting, please contact them directly.

WJIT/tmm

Enclosures

cc: Press
MACC Board Representatives and Alternates
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STORER METRO Beaverion, Oiegon 3700

COMMUNICATIONS, INC. (503) 644-3188

DAN MURRELL
VICE PRESIDENT OF OPERATIONS

May 5, 1986

Metropolitan Area Communications Commission
and Member Jurisdictions

12655 S.W. Center Street, Suite 390
Beaverton, Oregon 97005

Iadies and Gentlemen:

Storer Metro Communications, Inc. proposes to sell its cable
commnications system located in the area of the Metropolitan Area
Caommnications Camission jurisdictions to Tidel Cammnications, Inc.,
and in connection with such sale, to transfer existing franchises
between the Metropolitan Area Cammnications Commission jurisdictions
and Storer Metro to Tidel.

Pursuant to Section 3.5 of the franchise agreements, Storer Metro
hereby requests approval from the Metropolitan Area Cammnications
Camission and its members to such transfer of the existing franchises.

We will be lLappy to provide you such assistance in conmnection with
this request as is feasible, and will provide you with the documentation
required within the time set forth in Section 3.5.

Sincerely,

o

Dan Murrell
Vice President of Operations
DM/ ik

cc: Jim Moore



METROPOLITAN AREA COMMUNICATIONS COMMISSION

RESOLUTION 86-02

A RESOLUTION RECOMMENDING TO THE MEMBER JURISDICTIONS
OF THE METROPOLITAN AREA COMMUNICATIONS COMMISSION THAT THEY
APPROVE THE SALE OF THE CABLE TELEVISION FRANCHISE
TO TIDEL COMMUNICATIONS, INC. FROM STORER METRO COMMUNICATIONS, INC.

WHEREAS, Storer Metro Communications, Inc. (hereinafter Grantee)
requested, by letter dated May 5, 1986 and supplemented by letter
dated June 18, 1986, which are both attached as Exhibit "1", pursuant
to Section 3.5 Franchise Non-Transferable of the Cable Television
Franchise Agreement, that the cable television franchise be
transferred to Tid«l Communications, Inc. (hereinafter Tidel), an
Oregon corporation with its principal office in Portland, Oregon; and

WHEREAS, the Board of Commissioners of the Metropolitan Area
Communications Commission (hereinafter Board) elected to consider the
request to ascertain if Tidel has the legal, technical and financial
ability to operate the cable television system under the terms and
conditions of the Cable Television Franchise Agreement, and to make a
recommendation to the member jurisdictions: and

WHEREAS, the Board requested certain information of Tidel to
assess the prospective buyers legal, technical and financial
qualifications and this request was complied with and is attached in
the original resolution as Exhibit "2"; and

WHEREAS, the Board reviewed the information, heard testimony from
William M. Bauce, President, Tidel, regarding Tidel's legal, technical
and financial gqualifications, and heard testimony from Patrick Cleary,
Vice President, Chase Manhattan Bank, in support of Tidel's financial
qualifications; and

WHEREAS, the Board held a public hearing on June 18, 1986 and
approved a report outlining the key issues which 1is attached as
Exhibit "3".

NOW THEREFORE BE IT RESOLVED by the Board of Commissioners of the
Metropolitan Area Communications Commission as follows:

A. The Board, based upon the evidence presented and its own
research, is of the opinion that Tidel possesses the legal,
technical and financial qualifications to operate the cable
television system under the terms and conditions of the
Franchise Agreement.

B. The Board, based upon testimony of William M. Bauce believes
Tidel is fully aware of the terms and conditions of the Cable
Television Franchise Agreement and agrees to operate the
system in compliance with those terms and conditions.
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C. The Board recommends the member jurisdictions concur with its
findings and grant a transfer of the Cable Communications
System Franchise Agreement between the Jurisdictions
Participating in the Metropolitan Area Communications
Commisssion and Storer Metro Communications, Inc. to Tidel
Communications, Inc.

D. The transfer will become effective upon the consent of all
member jurisdictions and the filing by Tidel of the following
with the Metropolitan Area Communications Commission in a
form satisfactory to the Commission:

l. Formal acceptance of the Franchise Agreement indicating

that Tidel agrees to be bound by all terms and conditions
thereof: and

2. Certificate of Insurance pursuant to Section 9.5 of the
Franchise Agreement:; and

3. Evidence that a security fund of $100,000, pursuant to
Section 9.2, has been deposited in a bank account
maintained by the Commission, or that Tidel has acquired
the existing security fund originally deposited by
Grantee; and

4. Proof of the posting of a $100,000 faithful performance
bond, pursuant to Section 9.3; and

5. Evidence that the financing of the purchase of the cable
system is essentially the same as that presented to MACC
staff and legal counsel on June 17, 1986, and that all
financing is completed.

E. Filing of its acceptance of the Franchise Agreement and all
other documents by Tidel must be completed within 45 days of
the approval of the 15th member Jjurisdiction to do so.
Failure to timely file the information shall make the
approval of the 3jurisdictions null and of no effect. The
approval of the transfer shall become effective upon MACC
formally determining that all member jurisdictions have
approved the transfer and that Tidel has submitted all
required documents.

F. Upon completion of item E. above, the member jurisdictions
and Tidel shall execute a Franchise Agreement upon the

redrafting of the Agreement by MACC staff to reflect the
transfer.

Adopted by the Board of Cogpissioners of the Metropolitan Area
Communications Commission this @57h day of June, 1986.

: %WL.M

ve M. Killpack
ACC Chair



MACC RESOLUTION 86-02 EXHIBIT "3"

REPORT TO MEMEER JURISDICTIONS FROM THE MACC EORRD

ON THE REQUEST TO TRANSFER THE CARBLE TELEVISION FRANCHISE
TO TIDEL COMMUNICATIONS, INC.
FROM STORER METRO COMMUNICATIONS, INC.

JUNE &8, 1986

INTRODUCTION_ AND_BACKGROUND

On May 5, 1986 Storer Metro Communications, Inc. requested the cable
television Franchise be transferred to Tidel Communications, Inc., an
Oregori corporation with its principal office in Portland, Oregon. This
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Section 3.5 and Section 3.6 Change_in_Controcl, a related section,
addrese the Grantors' responsibility and authority in the event of a
request for an ownership change. Each Grantor, i.e. all the member
Jurisdictions, must pive their conserit in writing and may inquire into
the qualifications of the prospective buyer to cperate the cable system

urider the terms and conditions of the RApreement.

The MACC Board determined it appropriate to investipate the prospective
buyer's lepal, techrnical and financial qualifications and to make a

recommendation to the member Jjurisdictions. To that end, the Board did
the followings

A. Requested detailed information of Tidel which was complied with and
reviewed in a special Board worksession held orn Jure 4, 1986€.

B. Heard testimony by William M. Bauce, Fresident, Tidel regarding
the prospective buyer's legal, technical and finarcial
qualifications;, ard knowledpe of and willingness to comply with
the terms and conditions of the Franchise Rgreement at a special
Board Meeting on June 13, 1986. Mr. Bauce'’'s statemerts regarding
Tidel's ability to fivniance the purchase of the system were
supported by testimony from Mr. Patrick Cleary, Vice Fresident,
Chase Manhattan Bark, which has guaranteed to provide the senior
debt and serves as investment banker to Tidel responsible for
securing subordinated debt and equity capital.

C. Held a public hearing on Jure 18, 1986. The public hearing was
held "live" on Tualatin Valley Television, Cable Chanrel 12 and

allowed for public testimony to be received via telephorie and from
those present in the meetirig room.
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REQUEST TO TRANSFER CABLE TELEVISION FRANCHISE

II.

I11.

LEGAL _ISSUES
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The Board found Tidel met the legal qualifications to assume ownerst

of the cable system as contained in the Cable Communications Act of
1984,

Tidel stated it agreed to assume all the rights, duties and
responsibhilities of Storer Communications, Inc. and Storer Metro
Communications, Inc. pursuant to the Frarnchise Rgreement, including
provisions contained in Storer Metro's Proposal as incorporated in t
Agreement by reference. It further stated it agreed to perform all
legal obligations and respornsibilities of the Agreement. Tidel was
asked if there were exceptions and rnoted there were no exceptions.

TECHNICAL_ ISSUES

. o o 1 _— A d o s T . o

Tidel Communications was founded in 1988 to purchase and manage cabl
systems in the Pacific Northwest. It currently owns cable propertice
in Oregon, Washinpton and California, ard serves as the managing

partner for a limited partnership which owns a cable system in Oregc
Its cable systems serve 11,3500 subscribers.

William M. Bauce now owns over 99% of Tidel although he will be sell
up to 2@% equity in Tidel to finance the purchase. He is the only

member of the Board of Directors, but again indicated the Bocard may
expand after the purchase.

Tidel's experience in operating cable systems is in classic cable
markets where off-air television reception is poor. These systems
located in rural areas have many fewer subscribers than the MACC
Frarnchise. In fact the MACC subscriber base is three times the size
Tidel's combined current cable holdings. Tidel does not have direct
experience operating a system as technically sophisticated as this ¢
nor with a subscriber base of 34,08080. Additionally, it has no
experience operating institutioral networks and its community access
cperations are much more limited than the one coperated by Storer Met
Tidel intends to keep the current system manager.

Although the Board recognized the lack of direct experience in
operating larpe cable systems, a number of factors mitigated its
concern. The system is builtout and has been operating for over thr
years. In 1986, it has met the the construction requirements, custo
service standards, arnd technical specifications of the Franchise
Agreement as amended in October 1985. Changes are not required to m
compliance standards. Tidel intends to keep system management in pl

and its principal has personal experience in operations as large as
MACC franchise.
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REQUEST TO TRANSFER CABLE TELEVISION FRANCHISE

V.

FINANCIAL ISSUES

Tidel is purchasing the system for %43, 200,002 from Storer
Communications, Inc. It is estimated to have additional expenses of
$1,450,000 for brokerape and professional fees. The price will be
$1,260 per subscriber, which is in line with prices paid for other
cable systems today. Storer's capital investment was %58, 300, 030,

Tidel is fiwnancing the purchase through senior debt ($24,000,200),
subordinated debt ($17,000,0080) and equity ($5,000,000). The financing
packapge provides Tidel with $1,350,000 in beginning working capital.
Chase Manhattan Bank is the lender for the senior debt and is serving
as the investment barker to secure subordinated debt and equity.

The equity will be provided by the sale of up to 20% in Tidel
Communications, Inc. The Company does not now have cash available to
increase the amount of equity. The other cable systems it owns are not
generating sufficient amounts of cash to be in a position to support
the purchase or the operations of the MACC franchise. Consequeritly,
the Board, as well as Tidel and their bankers, view this purchase as
more analogous to a a stand alone cable system than to a purchase by a
multiple system operator.

The Board requested and received a ten year projection of the cable
system operations. It analyzed these projections to determine the
validity of the assumptions and the Company's ability to meet franchise
obligations, repay debt and provide a return for investors.

The ten year projections submitted by Tidel indicate that the cable
system will penerate sufficient cash to meet all obligations including
cperating expenses, capital expenditures, and interest and principal
payments on senior and subordinated debts during the ten years (1987 tc
1996) with %10, 390,080 accrued over and above expenses.

The Board views the projections as tending toc be optimistic. Statements
at the June 13 meeting were made by Mr. Bauce and Mr. Murrell in

defense of the projections'! validity. In summary, the projgections
assume the following:

R. A 3% per year growth in residential dwelling units.

B. A 1% per year growth in penetration (households subscribing teo

cable divided by total households passed by cable) from the current
48%, increasing to S7% by year #10.

C. A 28% increase in revenue per subscriber in years #1 and #2 with a
S. 9% averape increase over years #3 through #10.

D. Operating expenses 10% below Storer Metro's current operating
expenses in year #l.

E. Operating margihs (operating income divided by revenue) in excess
of 424 in years #3 through #1@.

F. Interest rates averaging 11% over the ten year projection.

-3
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The Board is principally corncerned that there is little room for
deviation from the projections before cash flow problems and the
potential for operating problems will occur which cculd result in
lowered levels of service in violation of the Frarchise Agreement,
well as an inability to pay interest and principal on debt. Mr, Cl
from Chase Marhattan Bank indicated the loarns would contain covenan
restricting cash being taken out of the system prior to repaymernt c
senior debt. Rdditionally, he indicated the bank is not irclired to
turn of f the cable system if the worse situation occurs but will se
to sell the system to another operator.

FRANCHISE ISSUES
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Mr. Bauce stated he was familiar with the Franchise Agreement and
intended to operate the cable system in compliance with the Rgreeme
The Board identified the following key provisions to Mr. Bauce:

A. Interactive Services
B. Frarchise Fee
L. Security Fund

D. Faithful Performarice Bond

E. Operatiocnal Requirements of the PCN including rates, installatic
termiriation and subsequent deedirng to MACC.

F. Construction Requirements relative to new subdivisiors, isclated
homes, and multiple dwellirig units.

G. Status Monitoring

H. Quality of Service, i.e. telephone answering, customer service
response, ard technical specifications.

I. Community Access

Mr. Bauce indicated he was aware of each requirenent and interded to
comply with each requirement.
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REQUEST TD TRANSFER CABLE TELEVISION FRANCHISE

VI. CONCLUSIONS AND_RECOMMENDATIONS

The Board recognizes the entreprernurial effort Tidel Communicatiors is
making to purchase the cable system and the risks involved.

The Board believes based upon the evidence preserited that Tidel

Communications, Inc. possesses the legal and technical qualifications
to operate the systen.

The Board has some skepticism reparding the finarcial projections and
has a degree of concern because 88% of the purchase is beirng financed
with debt, although the weight of the information is not so negative as
to warrant the Board challenging the finarncial ability of Tidel
Communications to operate the system. The Board's concerns are
tempered somewhat by the ability of Tidel to secure financing at
competitive rates from a major lender.

The Board believes it has been diligent in impressing upon the

prospective purchaser the requirements of the Frarchise Agreement and
its attitude of requiring strict compliance.

It further has impressed upon the prospective buyer that compliarce
with the Franchise Agreement supercedes repayment of interest,
principal and dividends.

It has accepted Tidel's statements that Tidel will operate the system
under the terms and conditions of the Franchise Agreement.

After careful consideration, the Hoard recommerds the member
Jurisdictions approve the transfer of the Cable Television Franchise

Agreement to Tidel Communications, Inc. from Storer Metro
Communications, Irnc.



