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Government Accountability and Oversight Committee

STAFF REPORT

	Agenda Item:
	7
	Name:
	Mike Alvine

	Proposed No.:
	Ord. 2009-0597
	Date:
	February 16, 2010

	Invited:
	Darryl Hunt, Manager, Customer Services, Office of Information and 
Resource Management
Chris Jaramillo, Compliance Officer, Office of Cable Communications, 
OIRM

Marcine Anderson, Senior Deputy Prosecuting Attorney, King County
Joseph Shickich, Riddell Williams P.S. (Broadstripe counsel)

David Irons, Western Region Manager, Broadstripe Communications


SUBJECT

AN ORDINANCE approving, subject to conditions, the extension of Franchise 13637 for one additional year.
SUMMARY

The legislation would extend King County’s cable franchise agreement with Summit Communications for a period of one year to allow the company to get into compliance with the terms of the franchise.
BACKGROUND

Summit Communications currently serves approximately 2,000 cable TV subscribers in unincorporated King County near Duvall, Carnation and Woodinville.  In January of 2009 Summit Communications, owned by Millennium Digital Media Systems, L.L.C. (MDM) informed King County that it had entered Chapter 11 bankruptcy.  Broadstripe Communications, which already had a partial ownership position in MDM, has agreed to purchase all of MDM’s assets and franchises.  However, King County code requires that before the transfer of the franchise from Summit to Broadstripe can occur, MDM must be in compliance with all aspects of the franchise agreement.  The Office of Cable Communications has determined that MDM is not in compliance with technical and financial aspects of the franchise agreement. Extending the franchise agreement for one year will give Millennium/Broadstripe time to comply so that the franchise can be successfully transferred. 
ANALYSIS

King County code prevents the transfer of ownership or control or renewal of a franchise if the current operator is out of compliance with the terms of the franchise. The County has through a technical analysis of the equipment as well as a financial audit of the current operator found the MDM to be out of compliance. Some deficiencies have been addressed, however, two elements remain out of compliance. King County has filed a claim in bankruptcy court to protect the interest of the county and the cable customers.

Issues that remain outstanding in the franchise are:
1. Back-up power for the node locations. King County’s consultant recommends that Broadstripe replace all node power supplies with new units at a cost of $2,500 plus $500 installation per node. The estimated cost to update all power supplies is thus $30,000, assuming that 10 need to be installed.
2. MDM/Broadstripe owes the County $48,727 to cover the cost of a financial audit and for an underpayment of franchise fees.
Should the County fail to extend the term of the franchise, service to customers could be threatened and ultimately, MDM/Broadstripe might need to find another cable company to purchase its assets in franchise area. MDM/Broadstripe also leases five Institutional Network (I-Net) sites to King County.  In particular, the Carnation-Duvall run provides critical redundant back-up to the I-Net backbone in East King County.
An issue of concern to King County during this bankruptcy period is the possibility that MDM/Broadstripe may decide not to pay franchise fees. Franchise fees are approximately $62,000 annually for the general fund. MDM/Broadstripe attorneys have told the County that it intends to keep paying the franchise fee, but there is no written assurance.
A related concern is that the County anticipated negotiating a new PEG fee for the extension period. It is not clear that the County will be able to negotiate retroactive fees for the extension period. However, the County may be able to negotiate a new PEG fee at a rate that would make up for lack of PEG fees during the extension period. 
AMENDMENTS
Proceedings in bankruptcy court are taking somewhat longer than had been anticipated. Broadstripe has asked that the franchise be extended to October 11, 2011. It is in the County’s and cable customers’ interests to ensure that MDM/Broadstripe has sufficient time to cure the deficiencies in the franchise so it can be transferred to the new owner. Staff has prepared Amendment 1 and a title amendment for the committee’s consideration that would extend the franchise through October 11, 2011.
ATTACHMENTS

1. Proposed Ordinance 2009-0597
2. Amendment 1
3. Title Amendment

4. Transmittal letter received October 16, 2009
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