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Preface 

The 461 Task Force identified alternatives for the disposition of the Iowa 
Communications Network and attempted to measure the practicality of 
these options. Assessing this practicality becomes a matter of identifying the 
obstacles to the accomplishment of each option. These obstacles are legal, 
financial, political, and philosophical in nature. 

The legal and financial obstacles can be measured using objective 
assessments. Whenever possible, the Task Force has attempted to provide 
these measurements. The political and philosophical obstacles can be 
measured only in terms of value judgments. These judgments vary among 
the Task Force members and reflect the background and specific interests 
which each Task Force member represents. 

In addition, each of the obstacles, whether legal, financial, political, or 
philosophical, will change over time. Federal laws regarding 
telecommunications are in a state of flux. The financial constraints with 
regard to the issuance of debt for construction of the network will vary over 
time according to the terms implicit in the guarantees made for the debt 
issuance. 

In the short term, the objective assessments can identify those options which 
have minimal impacts on users and minimal obstacles to accomplishment. 
Some of the options are more viable than others; some have significant 
barriers in the short term and become more viable in the long term. 

The ultimate decision on which option is the most desirable should utilize the 
objective assessments gathered by the Task Force, and the value judgments 
that the appropriate statutory bodies are authorized to exercise. 

The Task Force has attempted to identify all the issues and measure all the 
constraints and effects on each option relative to the charge given the Task 
Force by House File 461 and the Iowa Telecommuni,cations and Technology 
Commission . This report represents a consensus of the Task Force and is 
hereby submitted to the ITTC for its use in satisfying the mandate under 
House File 461 . 
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Final Report 
of the 

461 Task Force 

Submitted to: 
Iowa Telecommunications and Technology Commission 

Introduction ____________________ _ 

The Iowa Communications Network (ICN) became one of the focal points of the 1995 
legislative session, as policy makers questioned the appropriateness of state ownership of 
the network. Recognizing the complex legal and fisca l issues tied to the network, 
legislators, through House File 461, requested the ICN's governing board, the Iowa 
Telecommunications and Technology Commission (ITTC), to examine various 
ownership/operations options within the context of these difficult issues. 

In order to comply with the 100-day timeframe, the ITTC appointed the 461 Task Force to 
analyze alternatives to the current ICN structure. This thirteen-member task force's 
primary charge was to comply with the directive set forth by the Legislature in House File 
461 -- study the possibility of selling the ICN to a private operator or converting the ICN 
into a public utility, while assuring that authorized users are protected . 

The 461 Task Force was asked to complete a thorough analysis of these options, and 
present its findings to the ITTC in an easy-to-use format . The 461 Task Force was not 
directed to develop a recommendation. Rather, the 461 Task Force Report was developed 
to provide the ITTC with a comprehensive review of the issues relating to alternative ICN 
structures. 

This report is the product of the 461 Task Force's deliberations. Because of the complexity 
and volume of the information reviewed, the Task Force carefully constructed a system 
which expanded the array of options to be studied from two to ten . The Task Force 
developed a methodology that examined key issues within the context of each option. 
These issues stimulated Task Force discussion and provided a venue for divergent 
perspectives. 

The system developed by the Task Force should allow members of the ITTC and other 
decision makers to quickly reference the applicable analysis. Ultimately, these materials w ill 
provide Iowa policy makers with a framework for the creation of ICN policy direction . 
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461 Task Force - The Process 

In House File 461, the Iowa Legislature appropriated $25,0,000 and directed the Iowa 
Telecommunications and Technology Commission (ITTC) to study the possibility of selling 
the ICN to a private operator or converting it to a public utility. The ITTC report was to be 
provided to the Governor and General Assembly by November 1, 1995. 

The ITTC named a thirteen-member Task Force representing the public and private sectors, 
ICN users and non-users, industry experts, and issue specialists. State Public Policy Group, 
an Iowa-based consulting firm, was hired to facilitate the report process and provide staff 
support to the 461 Task Force. The Task Force and staff developed an ambitious work 
program to meet the objectives of HF 461 . 

The Task Force determined that the two options outlined in House File 461 were very 
general and could be defined in several different ways. In order to be thorough, the Task 
Force elected to expand the parameters of the study to ind ude additional sale and public 
options. The number of options grew from two to ten, including three sale options, three 
public-private options, and four public options. 

House File 461 also suggested that the Task Force study a number of legal and financial 
issues, as well as the impact of changes in the disposition of the ICN on authorized users 
and others. In addition, the Task Force expanded the scope of issues to be looked at under 
each option . 

In reviewing the options and issues, the Task Force determined that the analysis would be 
best conducted using a Matrix. This Matrix gave the Task Force a visual framework through 
which each option could be analyzed, and should provide the ITTC with the detailed 
information they need to determine each option's potential and to make a 
recommendation to the Governor and the General Assembly. 

During the six two-day meetings, the Task Force sought to identify resources that would 
add value to its deliberations. Over the course of this study, nineteen individuals 
representing a variety of interests were asked to participate in the study as members of the 
Task Force's Resource Team. Resource Team members attended all Task Force meetings, 
were involved in discussions when appropriate, and were provided the same information 
and meeting materials as Task Force members. 

Additionally, the Task Force sought external information that would assist them in their 
analysis. A panel of outside experts representing a cross-section of philosophies from the 
telecommunications and cable industries participated in a panel presentation and 
discussion . Two companies participating in the panel were retained to conduct 
independent studies (in Supporting Materials). These two studies became a part of the 
Task Force's deliberations. 

Two other activities supplemented the Task Force's deliberations. First, staff surveyed 
other states and provided the Task Force with background information on other state 
legislative initiatives in telecommunications (in Report Appendix). Secondly, the Task Force 
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conducted a survey to measure the potential impact of changes in the ICN structure on 
authorized users and the business community. Surveys were mailed to all 900 authorized 
users, as well as to 2,000 Iowa business and industries (in Report Appendix & Supporting 
Materials). The survey, which had a 17% return rate, was an effort to give the Task Force 
public sentiment relating to each option and issue. Because it was an unscientific survey, 
the Task Force determined that the results not become a part of the Matrix, but be 
included as resource information. 

House File 461, and the Task Force's Report, may have an impact on many Iowans. The 
Task Force felt strongly about keeping policy makers and other individuals and interest 
groups informed of the deliberations and progress of the 461 Task Force. Legislative 
leaders and key legislators and staff in telecommunications were provided meeting packet 
information and copies of all Task Force minutes. Members of the media were also 
provided the same information. After each Task Force meeting, the 467 Update was 
mailed to more than 2,000 Iowa individuals and organizations, as well as all members of 
the General Assembly and the Governor. The 461 Update provided readers with a profile 
of Task Force members, summary of Task Force meetings, key issues, and information on 
the Task Force's progress. 

461 Task Force - Special Issues ____________ _ 

Valuation 
One obvious factor in the decision to sell or not sell the ICN is the price at which it can be 
sold. This raises the question of what the ICN is financially "worth." Although the charge 
to the Task Force did not include responsibility for determining the system's value, the Task 
Force nevertheless considered several issues related to the value of the network. 

The Task Force began by compiling information on the cost of the system. Although there 
was general agreement that cost is not synonymous with value, there was also agreement 
that information on the system's cost would be useful, both to the State and to 
prospective buyers, in establishing their estimates of the system's value. 

The Task Force worked with the ICN staff to prepare a Facilities Ownership Summary (in 
Report Appendix), delineating the equipment actually owned by the ICN from non-owned 
equipment attached to the system and the original costs of the component parts. Where 
data on the cost of equipment was not available (because it was not acquired by the ICN), 
ICN staff estimates were used. This initial inventory includes the original cost of tangible 
assets, but does not include depreciation on those assets, financing costs, or operating 
deficits. Thus, the total estimated cost of $140 million substantially understates the total 
investment in the system made by the State of Iowa and various federal, state and other 
not-for-profit entities (see chart on page 5). 

Although the Facilities Ownership Summary represents the most complete summary of the 
investment in the system that has been made to date, Task Force members recognize that 
these costs do not necessarily represent the value of the system. The system's value is a 
function of the future income it will generate. More specifically, the system's value is the 

4 



• 

• 

• 

present value of the estimated future income it will generate to its owner or to a 
prospective owner. Because estimates of that future income may differ from buyer to 
buyer, and because the rate at which the estimated future income is discounted may also 
vary from one buyer to another, the system's value may be different for different buyers. 

Neither the Task Force nor the State can determine the price that purchasers will be willing 
to pay for the ICN . This is properly determined by the prospective buyers, and it may be 
presumed that buyers will make their own judgments concerning the price they will offer. 
What the State can and should do, is determine the value of the ICN to the State. Like the 
value to prospective buyers, the value of the ICN to the State depends on the future 
income it will generate for the State. Here, future income is the difference between the 
amount the State will pay to purchase ICN services from a private operator and the net 
costs it will incur in obtaining those same services operating the ICN. The system's value 
to the State is the present value of this projected difference in costs. 

Determining the ICN's value to the State would require estimating future usage of the 
system and the comparative costs of meeting the usage demands by operating the system 
and by purchasing services from a private provider. Obviously, estimates of this nature are 
expensive and fraught with uncertainty. The Task Force agreed that if the network is to 
be sold, the State should obtain an appraisal of the network's value to the State, and not 
accept less than that determined value . 

Investment in Iowa Fiber Optic Network 

Additional Value of Operating System* 

$ ____ _ 

Additional Cost of User-Owned Attachments to FON 

$29 Million** 

Original Costs of State-Owned Fiber Optic Network (FON) 
Including Grants and Other Funds Provided by FON 

$111 Million 

* Additional value in place of tangib le assets 
Additional value of sk illed labor force 
Addit ional va lue of established systems and procedures 
Addit ional value of expected future benefit s 

** ICN staff est imate 
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Federal Deregulation 
The Task Force recognized that pending federal legislation and regulatory changes may 
have an impact on the future of the ICN. The Task Force requested that a representative 
of the industry and the Iowa Utilities Board research the pending legislation and provide 
a report (in Report Appendix). 

At the date of this report, two bills - a House version and a Senate version - were pending 
in Congress. It was reported that both the U.S. House and Senate bills promote 
competition by transitioning to an open telecommunications market. There are three 
major areas in which federal legislation and regulations may have an impact on the ICN: 
telecommunications and video competition, universal service, and the deployment of new 
technology. 

The proposed legislation may increase the demand for network facilities, providing 
telecommunications and video providers with a greater opportunity to sell or lease 
capacity. The definition of universal service is expanded in both bills and addresses access 
to advanced telecommunications for elementary and secondary schools. 

The Task Force was careful not to include the requirements or ramifications of any pending 
legislation or rules in the Matrix, but felt it was important to note the current federal 
telecommunications deregulatory environment in this Report . 

Iowa Utilities Board Study 
In Senate File 2089 (1994), the Iowa Utilities Board (IUB) was directed to study the impact 
of the ICN on private telecommunications providers in the state. The IUB staff presented 
the parameters of the study to the Task Force, and indicated it would not be completed 
before the Task Force report and the ITTC recommendations are submitted to the 
Governor and General Assembly. Because the 461 Task Force was directed to examine 
similar issues, the Task Force agreed to make reference to the IUB study in the Matrix 
where appropriate. 

Process for Sale Alternatives 
House File 461 requested that, in the event of a sale, the Task Force comment on how a 
sale could best be accomplished. The legislation specifically outlined two alternative 
processes - Bid or Request for Proposal (RFP). Task Force members weighed the positive 
and negative aspects of each of those options. 

A Bid process could be perceived as more fair to all potential buyers, but may not be able 
to properly address assurances or the legal and bonding issues. If several buyers are 
interested in the network, the State could maximize the total dollars received. However, 
if a bid process were to be selected, the State should first carefully define a set criteria for 
the bid and reserve the right to reject all bids . 

An RFP process would allow the State to determine the value of the ICN, review the 
qualifications of the buyer, and determine the ability of that buyer to meet the outlined 
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assurances. RFPs could also allow more creativity in providing the assurances and gives the 
State flexibility in outlining long-term plans. However, the HFP process puts some burden 
on the State and must be very detailed to protect State interests. 

Matrix - Option and Issue Methodology ________ _ 

The 461 Task Force was responsible for gathering, integrating, and analyzing a tremendous 
amount of information within a short time frame. The Task f orce drew upon the expertise 
of individual Task Force members, telecommunications experts, interest groups, legal and 
financial counsel, and the private and public sectors. Compiling and citing the studies, 
surveys, summaries, and presentations reviewed by the Task Force would be cumbersome, 
lengthy, and difficult to read . The Task Force was intent in developing a manner of 
presenting the information that would make it "user-friendly." 

For this reason , the 461 Task Force developed a Matrix which categorizes information in 
an easy-to-read, accessible format. The Matrix included in this report is an analysis of 
issues relating to ten different options. The Matrix allows members of the ITTC, legislators, 
the Governor, the public, and others to reference useful information about each option 
quickly. Each issue reviewed lists considerations, identifies potential constraints to an 
option, and provides responses to those constraints. The Task Force was very careful to 
incorporate all points of view into the Matrix and provide responses to each constraint 
presented. The Matrix will help policy makers understand that, while some options may 
be more difficult to implement, none are impossible. 

The Task Force developed this Matrix to be a practical policy guide for the ITTC and 
ultimately the General Assembly. The intent was to provide policy makers with a quick 
reference guide on ICN issues. Any information contained in this report can be found in 
the Matrix, and can be supported by information in the Report Appendix or in the 
separate, supplemental appendix, called Volume II: Supporting Materials. The Task Force 
has provided a "Matrix User Guide" in the Matrix section to assist individuals who wish to 
analyze specific issues and make notes while reviewing the Matrix. 

HF 461 Premise __________ ________ _ 

House File 461 specifically directed the ITTC to consider options which would preserve the 
State's commitment to authorized users. This premise outlined in House File 461 formed 
the foundation of the Task Force's analysis . 
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House File 461 Premise 

All options studied, unless noted otherwise, must 
contain provisions to assure the following : 

• Affordable access to authorized users (see 
Report Appendix for definition of 
affordable) 

• The availability of a well-maintained fiber 
optic system, and delivery of a specified 
bandwidth 

• Completion of Part Ill as specified by the 
Iowa Legislature 

Determination of Options ______________ _ 

As mentioned earlier, the 461 Task Force determined that the two options outlined in 
House File 461 were not clearly defined and, depending on how they are interpreted, 
could contain several other alternatives within them. 

To comply with its understanding of the intent of the legislation, the Task Force 
determined that there were a number of sale and state ownership options, and that many 
fell within the Iowa Code definition of public utility. The Task Force elected to expand the 
study to cover options ranging from total privatization of the network to a state-owned, 
state-operated public utility. Ten options were identified and reviewed in this study. 

It is important to note that the HF 461 Premise (the assurances for all authorized users) 
applies to each option except Option 1. A full description of these options is contained in 
the Matrix - Option Description section of this report . Please note that these options are 
numbered according to their position on the private-public continuum. The option 
numbers do not reflect any order or priority. 

Sale Options Option 1 -- Sale of the Network (No Assurances) 
The ICN would be sold to a private owner, but 
authorized users would not be assured affordable 
access to the network. Under this option, the State 
would not continue to provide funding for 
telecommunications services for authorized users and 
the network could be open to the general public. This 
is the only option that does not meet the HF 461 
Premise. 
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Public-Private 
Options 

State Options 

Option 2 -- Sale of the Network (With Assurances) 
The ICN would be sold to a private owner, but 
authorized users would be assured affordable access as 
outlined in the HF 461 Premise. This sale could be 
either state-subsidized or buyer-subsidized, and the 
network could be open to the general public. 

Option 3 -- Sale of Excess Capacity 
The State would sell excess capacity (or dark fiber) for 
private ownership and operation (see Report Appendix 
for definition of dark fiber). The State would retain 
control of its portion of the network and continue to 
provide the assurances outlined in the HF 461 Premise 
to authorized users. The sold portion of the network 
could be open for public use. 

Option 4 -- Private-Public Ownership 
The ICN would be owned and operated by a new public­
private entity. This new entity could be a partnership, 
association, or corporation. While majority ownership of this 
entity is not addressed, the HF 461 Premise would be upheld 
and the general public could gain access to the network . 

Option 5 -- State Ownership, Private Operations 
The State would retain ownership of the ICN, but would lease 
the entire network to a private operator, who could open the 
network up for public use. Under this option, the private 
operator would assume operating risk and would pay the State 
for the opportunity to run the network. The State would 
include in the operations contract a provision which assures 
the HF 461 Premise. 

Option 6 -- State Ownership, Private Management 
The State would retain ownership of the ICN, but would 
contract with a private company to manage the network. The 
ICN would pay the private contractor for management duties, 
and would require that the HF 461 Premise be met. This 
option would not expand the authorized user base. 

Option 7 -- Lease of Excess Capacity (No Restrictions) 
The State would retain ownership and operations of the ICN, 
but would lease excess capacity to private operators anywhere 
in the state. The State would continue to meet the HF 461 
Premise by operating the network separately from the leased 
excess capacity portion . This option could expand the user 
base to the general public. 

9 



• 

• 

• 

Option 8 -- Lease of Excess Capacity (Restricted) 
The State would retain ownership and operations of the ICN, 
but would lease excess capacity to private operators in areas 
where service is not currently available. Once service becomes 
available in an area, the ICN would be unable to continue the 
lease. This option would enforce the HF 461 Premise and 
could expand the authorized user base on a limited basis. 

Option 9 -- State Ownership and Operations 
The State would continue to own and operate the ICN in its 
current structure. This option would continue the State's 
commitment to authorized users, as outlined in the HF 461 
Premise, and the authorized user base would remain 
unchanged. 

Option 10 -- State-Owned Public Utility 
The State would continue to own and operate the ICN, but 
would open the user base up to the general public. This 
option would continue to provide the HF 461 Premise, but 
could make the ICN subject to regulation. 

The Iowa Utilities Board staff prepared a definition of public utility for the Task Force (in 
Report Appendix), using Iowa Code § 476.1 as a basis. For the purposes of this study, a 
public utility is any public or private entity which furnishes an extensive range of two-way 
communications services to the general public for compensation. 

Under this definition, any option which provides services to the general public is a public 
utility, whether ownership is public or private. Seven of the options studied by the Task 
Force could fall into this category. Only three -- Options 6, 8, and 9 -- would keep the user 
base at the currently authorized level, or expand it on a restricted basis. The only option 
that truly guarantees the user base will be expanded to the general public is Option 10. 
In all other options, the owners and operators may decide to limit their customer base. 

The Task Force determined that the intent of the General Assembly was to look at the 
opposite of a sale option, a state-owned public utility, or Option 10. Therefore, for the 
purposes of this report, Option 10 will be considered a public utility, although many other 
options could legally be viewed as such . 
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Option Summaries _________________ _ 

The Task Force identified, reviewed, and analyzed the critical issues relating to each of the 
ten options. It was determined that, while some options may be easier to implement than 
others, none were impossible. The following option summaries are an effort to quickly 
define the option, point out constraints to implementation of that option, and suggest 
responses to those constraints. The summaries also highlight important impacts to 
authorized users, Iowa citizens, the business community, and telecommunications 
providers. For more detail, please review the complete Matrix and the materials provided 
in the Report Appendix or in the supplemental appendix, called Volume II: Supporting 
Materials. 

These options are numbered according to their position on the private-public 
continuum. The option numbers do not reflect any order or priority . 
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Option 1 
Sale of the Network (No Assurances) 

The Iowa Communications Network (ICN) would be sold to a private owner, but the State 
would place no conditions on the sale and make no commitment to authorized users. This 
is the only option which does not meet the assurances outlined in the HF 461 Premise. 
Under this option, the State will not continue to provide funding for telecommunications 
services for authorized users and the network could be open to the general public. 

The 461 Task Force identified the following legal and financial constraints that may have 
considerable influence on the viability of this option. The identified constraints are: 

■ The purchaser would need to obtain a permit and pay Iowa Department of 
Transportation (DOD right-of-way fees (the current annual fee for urban and rural 
use is approximately $700,000). 

■ The National Guard Bureau would seek recoupment of up to $9.3 million and FEMA 
would seek recoupment of $3 .9 million from the State. The $9.3 million and the 
$3.9 million are federal matching funds that were used for construction of the ICN 
Hub and installation of capacity at the Armories throughout the state. 

■ The State's right to use the ICN Hub may not be transferred or assigned to another 
party. The purchaser would need to relocate the ICN Hub and construct alternative 
facilities that meet FEMA survivability crisis standards, which would entail a 
substantial cost. 

■ If the FEMA requirements are not maintained, the State loses its emergency 
response and disaster recovery capabilities. 

■ The State may need to provide the purchaser with easements or other formal 
documentation of its right to access facilities housing the regional switches and 
county points of presence (primarily located in community colleges, public facilities, 
and schools). 

■ Part Ill leases, the maintenance contract ($2.9 million annually), and other 
agreements must be transferred to the private owner. 

■ The private owner would be subject to Iowa Utilities Board and Federal 
Communications Commission regulations. 

■ Iowa Code Chapter 8D does not currently permit sale of ICN, and would need to be 
amended . 

■ This option is prohibited before the first bond prepayment date, unless the State: 
(1) pays the bonds and comes within the Five-Year Safe Haven, or (2) obtains a 
private letter IRS ruling . The State could then rel ieve itself of its obligations and 
covenants under the bonds by escrowing sufficient funds. 
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The 461 Task Force sought to identify the impacts on users, existing telecommunications 
providers, businesses, and Iowa citizens if the Iowa Communications Network would be 
sold to a private entity and authorized users would not be assured affordable access and 
capacity to the network. 

■ Since the State will no longer subsidize authorized and Part Ill users, rates may increase 
making access to the network less affordable. State agencies may have to increase 
education and training budgets because the rates may rise. If they wish to continue 
using the fiber optic system, authorized users may need to negotiate their own 
arrangements with the private owner. These independent financial arrangements may 
not allow educational communications opportunities to be uniformly available 
throughout the state. Some rural schools and communities may not be able to access 
technology as easily or affordably as their urban counterparts. Telemedicine users, 
hospitals, and physician clinics would also be apprehensive about their ability access to 
fiber optic technology at the State's current rates. 

■ Authorized users would no longer be guaranteed access to the network. Capacity to 
meet their needs would most likely be available, but at current market rates. 

■ The Guard would discontinue upgrading, enhancing, and expanding its use of the 
network. The Guard would probably discontinue its specialized research and training 
activities if the network were to privatize and assurances not be included . If rates 
increase dramatically, universities and other users may no longer be competitive for 
grant projects and research funds. 

• ■ The State would no longer compete with the private telecommunications industry 

• 

allowing all telecommunications providers on the same unsubsidized level. This option 
could bring new statewide competition to Iowa's telecommunications market. 
However, the threat of competition from a purchaser of the ICN is a concern among 
existing providers. If the ICN is sold for less than full value, the buyer may have a 
competitive advantage in the marketplace. A buyer could purchase the ICN with the 
intention of not using the system, thereby eliminating potential competition. On the 
other hand, a private enterprise not currently involved in telecommunications could 
purchase the system and become a new provider. 

■ The sale of the ICN will eliminate state subsidization . Increased competition gives 
customers more service choices at lower prices. Iowa businesses and citizens may be 
able to access private networks at current rates. However, citizens may not be able to 
afford distance learning, telemedicine, and other services at current market rates . 
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Option 2 
Sale of the Network (With Assurances) 

The Iowa Communications Network (ICN) would be sold to a private owner, but authorized 
users would be assured affordable access by reserving rates, reserving capacity, and using 
proceeds of the sale to invest in the cost of use or purchasing capacity at market rates. 
This sale could be either state-subsidized or buyer-subsidized, and the network could be 
open to the general public. Whatever decisions are made by the State in structuring this 
sale, it is critical that the sale contract be very well -defined, so that the obligations of the 
buyer and the State to maintain the assurances to authorized users are clear and 
understood. 

The 461 Task Force identified the following legal and financial constraints that may have 
considerable influence on the viability of this option . The identified constraints are: 

■ The purchaser would need to obta in a permit and pay DOT right-of-way fees (the 
current annual fee for urban and rural use is approximately $700,000). 

■ If the State or the purchaser fails to meet the assurances to authorized users, the 
National Guard Bureau would seek recoupment of up to $9.3 million and FEMA 
would seek recoupment of $3 .9 million from the State. The $9 .3 million and the 
$3.9 million are federal matching funds that were used for construction of the ICN 
Hub and installation of capacity at the Armories throughout the state . 

■ The State's right to use the ICN Hub may not be transferred or assigned to another 
party. The purchaser would need to relocate the ICN Hub and construct alternative 
facilities that meet FEMA survivability standards, which would entail a substantial 
cost. 

■ If the FEMA requirements are not maintained, the State loses its emergency 
response and disaster recovery capabilities. 

■ The State may need to provide the purchaser with easements or other formal 
documentation of its right to access facilities housing the regional switches and 
county points of presence (primarily located in community colleges, public facilities, 
and schools). 

■ Part Ill leases, the maintenance contract ($2.9 million annually), and other 
agreements must be transferred to the private owner. 

■ The private owner would be subject to Iowa Utilities Board and Federal 
Communications Commission regulations. 

■ Iowa Code Chapter 8D does not currently permit sale of ICN, and would need to be 
amended . 
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■ This option is prohibited before the first bond prepayment date, unless the State: 
(1) pays the bonds and comes within the Five-Year Safe Haven, or (2) obtains a 
private letter IRS ruling . The State could then relieve itself of its obligations and 
covenants under the bonds by escrowing sufficient funds. 

The 461 Task Force sought to identify the impacts on users, existing telecommunications 
providers, businesses, and Iowa citizens if the Iowa Communications Network would be 
sold to a private entity and authorized users would be assured affordable access and 
capacity to the network. 

■ Authorized user rates could remain affordable and could continue to be state­
subsidized. Revenues from private use could reduce state subsidies if reinvested in the 
network. State agencies could continue to save administrative funds and operate 
efficiently by using the ICN. Universities and other state government users may retain 
innovative grant projects and secure research funds because affordable rates are 
assured. 

■ Authorized users could be assured access to capacity sufficient to meet their current 
and future needs if the state specifies this in the sale contract and accurately forecasts 
future needs. If the State does not accurately forecast future needs, authorized users 
may need to compete with other users for capacity. Part Ill users could continue to 
receive priority status in scheduling classes and activities. Rural and urban hospitals 
would likely be treated equally in rate determination, capacity availability, and 
technology. 

■ Depending on the availability of grants under the new ownership, the Guard may 
discontinue upgrading, enhancing, and expanding its use of the network. However, 
new revenues from the expanded user base could help the private owner maintain and 
upgrade the system. 

■ If the ICN is sold for less than value, the buyer would have an advantage. However, the 
sale could put all telecommunications providers on the same unsubsidized level. This 
option could bring new statewide competition to Iowa's telecommunications market. 
However, the threat of competition from a purchaser of the ICN is a concern among 
existing providers. 

■ Iowa businesses and citizens would be able to access private networks at current 
market rates, and increased competition could result in more service choices at lower 
prices. Citizens could continue to benefit from affordable access to continuing 
educational opportunities, access to advanced medical treatment and diagnostics 
through telemedicine, increased government efficiencies, community access points in 
National Guard facilities and libraries, and coordinated disaster and emergency 
response systems. Economic development would be enhanced by allowing businesses 
on the network, but their rates may be increased to subsidize currently authorized user 
rates . 
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Option 3 
Sale of Excess Network Capacity 

The Iowa Communications Network (ICN) would sell excess capacity (or dark fiber) for 
private ownership and operation . The State would retain control of its portion of the 
network and continue to provide the assurances to authorized users. The network could 
be open for public use. 

The 461 Task Force identified the following legal and financial constraints that may have 
considerable influence on the viability of this option . The identified constraints are: 

■ The purchaser of excess capacity would need to obtain a permit and pay DOT right­
of-way fees (the current annual fee for urban and rural use is approximately 
$700,000). 

■ If the State fails to meet the assurances to authorized users, the National Guard 
Bureau would seek recoupment of up to $9.3 million and FEMA would seek 
recoupment for $3.9 million. The $9.3 million and the $3 .9 million are federal 
matching funds that were used for construction of the ICN Hub and installation of 
capacity at the Armories throughout the state. 

■ If the purchaser of excess capacity needs to access or house equipment in the ICN 
Hub site, the ICN Hub may need to be relocated. However, the State and the 
purchaser of excess capacity could work out an arrangement to accommodate state 
personnel staffing of the ICN Hub. 

■ If the FEMA requirements are not maintained, the State loses its emergency 
response and disaster recovery capabilities. 

■ The State may need to provide the purchaser of excess capacity with easements or 
other formal documentation of its right to access facilities housing the regional 
switches and county points of presence (located in community colleges, schools, 
universities, and other sites). 

■ Part Ill leases, the maintenance contract ($2.9 million annually), and other 
agreements would remain with the State. 

■ The purchaser of excess capacity would be subject to Iowa Utilities Board and 
Federal Communications Commission regulations. 

■ The Legislature would need to amend Iowa Code Chapter 8D to allow private use 
of the network, and would likely need to amend Iowa Code Chapter 23A, wh ich 
prohibits a private entity from using a tax exempt facility to compete for non­
governmental users. 

■ The State must either be in compliance with the IRS General Public Use Exception 
(e .g. the State allows the general public to purchase excess capacity on an equal 
basis), or this option is prohibited before the first bond prepayment date, unless the 
State: (1) pays the bonds and comes within the Five-Year Safe Haven, or (2) obtains 
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a private letter IRS ruling. The State could then relieve itself of its obligations and 
covenants under the bonds by escrowing sufficient funds . 

The 461 Task Force sought to identify the impacts on users, existing telecommunications, 
providers, businesses, and Iowa citizens if the State would sell excess capacity (or dark fiber) 
on the Iowa Communications Network for private ownership and operation and 
authorized users would be assured affordable access and capacity to the network. 

■ Authorized user rates remain affordable and continue to be state-subsidized. Revenues 
from private use could reduce state subsidies if reinvested in the network. State 
agencies could continue to save administrative funds and operate efficiently by using 
the ICN. Universities, independent colleges, and other state government users may 
retain innovative grant projects and secure research funds because affordable rates are 
assured. 

■ Authorized users would be assured access, priority status, and sufficient capacity to 
meet their current and future needs if it remains a state priority. Part Ill users would 
continue to receive priority status in scheduling classes and activities. Rural and urban 
hospitals would likely be treated equally in rate determination, capacity availability, and 
technology. 

■ The National Guard would continue upgrading, enhancing, and expanding its use of 
the network. Specialized research and training activities of the Guard are not 
negatively impacted. The Guard retains the flexibility required for future growth and 
development. The State preserves its model emergency response and disaster 
coordination capabilities. 

■ The State would be in direct competition with those providers who sell capacity. This 
competition could be deemed unfair if rates are not fully costed (see Report Appendix 
for definition), the price of the excess capacity does not include depreciation and taxes, 
and the purchaser is not subject to the same regulations and responsibilities as other 
providers. By purchasing excess capacity, established providers could expand their 
services and customer base. Conversely, new providers could compete with existing 
providers without making initial investments. This option could increase the number 
of telecommunications providers, resulting in new service market opportunities. 

■ Depending on who purchased ICN excess capacity, Iowa businesses and citizens may 
be able to access the ICN at current market rates. Increased competition could result 
in more service choices at lower prices. Citizens could benefit from affordable access 
to continuing educational opportunities, access to advanced medical treatment and 
diagnostics through telemedicine, increased government efficiencies, community access 
points in National Guard facilities and libraries, and coordinated disaster and emergency 
response systems. Since businesses gain access to the network, Iowa's economic 
development efforts could be enhanced . However, Iowa's economic development 
efforts could be negatively impacted in the long run if the telecommunications 
providers suffer financial losses as a result of the option . 
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Option 4 
Public/Private Ownership 

Under this option, the Iowa Communications Network (ICN) would be owned and 
operated by a new entity comprised of both public and private representation . Prior to 
pursuing this option, the Legislature will need to resolve several structural issues, including 
(but certainly not limited to): 

■ What form should this entity take? 
This option may be a partnership, cooperative, or corporation . However, any joint 
ownership arrangement will need to be carefully constructed to avoid the 
constitutional prohibition on the State owning stock in a corporation . 

■ Should the State retain majority ownership in this public-private entity? 
This is an important consideration when determining asset ownership issues. If the State 
does not retain majority ownership in this joint entity, the conversion would be the 
same as a sale with assurances. In addition, the privately owned portion of this entity 
may be a coalition of private partners who could have competing interests. The critical 
consideration in this joint entity, like all quasi-public entities, is constructing an 
arrangement which balances public and private needs and eliminates or reduces the 
potential for conflict of interest. Specific descriptions of the responsibilities of each 
partner in this entity will be critical to the success of this option and the successful 
provision of the assurances . 

■ Should this entity be subject to the same regulations and responsibilities as other 
telecommunications providers? 
Currently, the ICN and ancillary facilities are exempt from Iowa Utilities Board 
regulation [Iowa Code §8D.13(18)]. Unless changed by the Legislature, the privately 
owned portion of this network would be subject to the jurisdiction of the Iowa Utilities 
Board and the State portion would retain its exempt status. 

While the above structural issues will need to be clarified and resolved by the Legislature, 
the following constraints can be identified: 

■ This joint entity would need to obtain a permit and pay DOT right-of-way fees (the 
current annual fee for urban and rural use is approximately $700,000 annually). 

■ The National Guard and FEMA provided matching funds for the construction of the 
ICN Hub and installation of capacity at the Armories throughout the state. If the 
joint entity fails to provide the assurances to authorized users, the National Guard 
Bureau would seek recoupment for up to $9 .3 mill ion and FEMA would seek 
recoupment for $3.9 million . 

■ If the FEMA requirements are not maintained, the State loses its emergency 
response and disaster recovery capabilities . 

■ The State and the joint entity would need to work out an arrangement to 
accommodate only state personnel in the ICN Hub. 
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■ The State may need to provide the joint entity with easements or other formal 
documentation of its right to access the facilities housing the regional switches and 
county points of presence (primarily located in community colleges, public facilities, 
and schools). 

■ Part Ill leases, the maintenance contract ($2.9 million annually), and other 
agreements must be transferred to the new entity. 

■ The private portion of this network may be subject to Iowa Utilities Board and 
Federal Communications Commission regulations. 

■ The Legislature would need to amend Iowa Code Chapter 8D, which prohibits 
private use of the network, and Iowa Code Chapter 23A, which expressly prohibits 
the State from competing with private enterprise. 

■ The State must either be in compliance with the IRS General Public Use Exception 
or this option would be prohibited before the first bond prepayment date, unless 
the State: (1) pays the bonds and comes within the Five-Year Safe Haven, or (2) 
obtains a private letter IRS ruling. The State could then relieve itself of its 
obligations and covenants under the bonds by escrowing sufficient funds. 

Depending on the arrangement made, the State may continue to subsidize a portion of 
the network. Because this option complies with the assurances outlined for authorized 
users, the impact on the various user groups would not be significant. However, the 
impact on the telecommunications industry, the business community, and Iowa citizens is 
notable. 

■ The State may need to project the future capacity needs of authorized users in 
order to properly define the new entity's obligations under the assurances. 
Authorized users could be assured capacity sufficient to meet their current and 
future needs if this joint entity is able to establish a common purpose, or the State 
reserves the capacity and is able to accurately forecast future needs. 

■ If the State does not retain majority ownership in this entity, the Guard could lose 
a significant investment in network cards and circuitry. However, the State would 
continue to have a statewide emergency communications system. 

■ Iowa businesses and citizens would be able to access the ICN at current market 
rates. Properly implemented, this option could attract new business to Iowa, help 
existing businesses expand and become more productive, and provide new services 
to citizens. However, Iowa's economic development efforts could be negatively 
impacted in the long run if telecommunications providers suffer financial losses as 
a result of this option. 

■ Artificial or subsidized rates keep other providers from entering the market to 
provide services to authorized users. This option would expand the user base, 
placing the State in direct competition with the private telecommunications 
industry. This competition could be deemed unfair, unless rates are fully costed and 
the entity is subject to the same regulations and responsibilities as other providers. 
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Option 5 
State Ownership & Private Operations 

Under this option, the State retains ownership of the Iowa Communications Network (ICN) 
but leases the network to a private operator. The private operator would pay the State 
for the opportunity to operate the network, assume operational risks, and provide the 
assurances as outlined in the premise. However, it is not possible to assign all financial risk 
to the private operator. Ultimately, the State, as the owner, will bear the majority of the 
risk. This option is similar to the model used in many states for short-line railroads, where 
the state owns the road bed and rails, but leases it to operating companies. 

Because this option allows the private operator to expand the user base, a number of legal 
issues could be implicated. The following constraints can be identified: 

■ The private operator would need to obtain a permit and pay DOT right-of-way fees 
(the current annual fee for urban and rural use is approximately $700,000). 

■ The National Guard and FEMA provided matching funds for the construction of the 
ICN Hub and installation of capacity at the Armories throughout the state. If the 
private operator fails to provide the assurances to authorized users, the National 
Guard Bureau would seek recoupment for up to $9.3 million and FEMA would seek 
recoupment for $3.9 million. 

■ It is unlikely that non-state contractors would be granted access or personnel 
privileges to the ICN Hub. This option would require? the State and the private 
operator to enter into a formal agreement which allows only state personnel in the 
ICN Hub. 

■ If the FEMA requirements are not maintained, the State loses its emergency 
response and disaster recovery capabilities. 

■ The State may need to provide the private operator with easements or other formal 
documentation of its right to access the facilities housinq the regional switches and 
county points of presence (primarily located in community colleges, public facilities, 
and schools). 

■ Part Ill leases, the maintenance contract ($2.9 million annually), and other 
agreements must be transferred to the private operator. 

■ Private use of the network would be subject to Iowa Utilities Board and Federal 
Communications Commission regulation, but the State portion would remain 
exempt. 

■ The Legislature would need to amend Iowa Code Chapter 80, which prohibits 
private use of the network, and Iowa Code Chapter 23/\, which expressly prohibits 
the State from competing with private enterprise . 

■ The State must either be in compliance with the IRS General Public Use Exception 
or this option would be prohibited before the first bond prepayment date, unless 

20 



• 

• 

• 

the State: (1) pays the bonds and comes within the Five-Year Safe Haven, or (2) 
obtains a private letter IRS ruling. The State could then relieve itself of its 
obligations and covenants under the bonds by escrowing sufficient funds. 

Because affordability is assured, authorized users could continue to attract innovative 
research projects and grant opportunities. This option is workable for the National Guard, 
as long as the responsibilities of each entity is explicitly outlined. Depending on the 
arrangements made, the State may continue to subsidize a portion of the network. 

■ Citizens would continue to benefit from affordable access to continuing education 
opportunities, access to advanced medical treatment and diagnostics through 
telemedicine, and a coordinated emergency response system. 

■ Authorized users may be apprehensive about this option if they perceive their 
priority status on the network becoming secondary to profit motivations. Part Ill 
and telemedicine users may continue to be concerned about their priority status in 
scheduling network access. 

■ The State may need to project the future capacity needs of authorized users in 
order to properly define the private operator's obligations under the assurances. 
Authorized users could be assured capacity sufficient to meet their needs if the 
State clearly defines the contractual obligations and accurately estimates future 
capacity needs. 

■ From the National Guard perspective, it is critical that the agreement be constructed 
so that future capacity needs are not too narrowly defined and that the Guard 
retain influence over its portion of the network. Access to a statewide 
communications system during an emergency is assured under this option. As long 
as this is functional , FEMA will not seek recoupment for funds invested in the 
system. 

■ Some telecommunications providers would be legally prohibited from becoming the 
ICN operator. Further, a private enterprise without the capital investment in a 
statewide fiber infrastructure could compete with existing telecommunications 
providers. 

■ This option would place the ICN in direct competition with the private sector in 
providing telecommunications services to the general public. In order to avoid 
unfair competition, rates should be fully costed, the operating contract should 
reflect the payment of taxes and depreciation, and the private operator should be 
subject to the same regulations and responsibilities as other providers. 

■ Iowa businesses and citizens would be able to access the ICN at current market 
rates. The increased competition from the ICN could result in more service choices 
for businesses and citizens at lower rates. Artificial or subsidized rates keep other 
providers from entering the market to provide services to authorized users. While 
the availability of a statewide fiber optic network is an economic development 
asset, the State's economy could be negatively impacted in the long-term if 
telecommunications providers suffer financial losses as a result of this option . 
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Option 6 
State Ownership & Private Management 

This option does not expand the user base and makes very few significant changes from 
the current structure of the ICN. The State continues to own the network and set ICN 
operational strategies and policies. However, the management duties of the ICN would 
be contracted to a private company, which would be paid by the State to manage the 
network. Because this option is relatively similar to the current ICN structure, there are 
only a few constraints to be identified . 

■ The DOT right-of-way fee waiver, all agreements, the maintenance contract, Part 
Ill leases, and the ICN regulatory exemptions would be unaffected by this option. 

■ The State and the private manager would need to work out an arrangement which 
allows only state personnel in the ICN Hub. 

■ The Legislature would need to make minor adjustments in the management 
provisions in the Iowa Code Chapter 8D. 

■ Under IRS regulations, this option would not affect the tax-exempt status of the 
bonds if the management contract complies with the Management Agreement 
Rules. If the management contract is not in compliance with these Rules, the State 
is prohibited from pursuing this option unless it: (1) pays the bonds and comes 
within the Five-Year Safe Haven, or (2) obtains a private letter IRS ruling. The State 
could then relieve itself of its obligations and covenants under the bonds by 
escrowing sufficient funds. 

This option would continue to provide authorized users with affordable rates, access to ICN 
technology, and quality service. Since no new users are added to the system, authorized 
user concerns over scheduling conflicts would not be elevated. The ICN's research focus 
would be preserved under this option, and as long as the ICN remains a priority with the 
State, access to capacity sufficient to meet future needs could be assured . 

■ Citizens would continue to benefit from affordable access to continuing education 
opportunities, access to advanced medical treatment and diagnostics through 
telemedicine, and a coordinated emergency response system. 

■ From the National Guard perspective, it is critical that the management agreement 
be constructed so that future capacity needs are not too narrowly defined and that 
the Guard retain influence over its portion of the network. Access to a statewide 
communications system during an emergency is assured under this option . 

■ The ICN would continue to compete with private industry for service to authorized 
users. However, the authorized user base is clearly defined and the State is 
restricted from competing for services to the public. 

■ In order to avoid unfair competition for authorized users, rates should be fully 
costed. Artificial or subsidized rates keep other providers from entering the market 
to provide services to authorized users. 
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Option 7 
State Lease to Private Companies (Not Restricted) 

The Iowa Communications Network (ICN) would continue to be owned and operated by 
the State, but would lease excess capacity for private operation anywhere in the state. The 
State could award licenses to private companies and/or the general public for the use of 
excess capacity. It is important to note that the State only leases excess capacity, it does not 
build additional fiber connections. The lessee(s) would be responsible for their connections 
to the network. 

A number of significant constraints emerge under Option 7, but a number of areas are not 
significantly impacted. None of the constraints to Option 7 preclude its implementation; 
however, private use of the network could trigger recoupment of federal funds, payment 
of right of way fees, compliance with utility regulations, and meeting requirements to 
maintain tax exempt status. 

■ The private lessee(s) would need to obtain a permit and pay DOT right-of-way fees 
(the current fee for rural and urban use is approximately $700,000). 

■ The National Guard provided federal matching funds for the construction of the ICN 
Hub and installation of capacity at the Armories throughout the State. If the 
National Guard project is unable to proceed, recoupment may be required of up to 
$9.3 million . 

■ Existing grants, agreements, licenses, and contracts would not present barriers to 
this option. The FEMA agreement, maintenance contract, and Part Ill leases would 
not be affected by this option . 

■ Private use of the network would be subject to Iowa Utilities Board and Federal 
Communications Commission regulation, but the State portion remains exempt. 

■ The Legislature would need to amend the Iowa Code Chapter 8D to allow private 
lease and use of the ICN, and would likely need to amend Iowa Code Chapter 23A 
to allow a private entity to lease tax exempt facilities to compete for non­
governmental users. 

■ If the State does not comply with the General Public Use exception by having the 
network open to all, this option is prohibited before the first bond prepayment date 
unless the State: 1) pays the bonds and comes within the Five-Year Safe Haven, or 
2) obtains a private letter IRS ruling confirming the continuing tax exempt status. 
The state can then relieve itself of its obligations and covenants by escrowing 
sufficient funds. 

Authorized user rates remain affordable and revenues from private lease(s) could be 
reinvested into the system to directly benefit authorized users. The user base could be 
expanded, which would benefit businesses and citizens. Private lessees must provide their 
own fiber connection to the network. There would be no significant impact on the 
National Guard or emergency management issues. 
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Leasing excess capacity has both positive and negative potentials for the private 
telecommunications providers . 

■ This option should not affect scheduling or the priority status of authorized users. 
Authorized users and Part Ill users would be assured of sufficient capacity to meet 
current and future needs if it remains a priority of the state. 

■ The network's user base would be expanded, allowing1 businesses and the general 
public access to the system. This could enhance the Sta1te's economic development 
efforts by attracting new business to Iowa, helping existing businesses expand and 
become more productive, and providing new services to citizens in a restricted 
environment. 

■ Retaining innovative grant projects and securing research funds would not be 
affected since affordable rates are assured . 

■ The ICN increases its competition level with existing telecommunications providers 
by expanding its user base. Artificial or subsidized rates keep other providers from 
entering the market and existing providers from expanding their market. This 
option would expand the user base, putting the State in direct competition with the 
private telecommunications industry. This competition could be perceived as unfair, 
unless rates are fully costed and the ICN is subject to the same regulations and 
responsibilities as other providers. 

■ Private telecommunications providers that lease capacity could have an unfair 
advantage over other providers . 
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Option 8 
State Lease to Private Companies (Restricted) 

This option would allow excess capacity on the state-owned Iowa Communications 
Network (ICN) to be leased for private operation on a restricted basis. The State would own 
and operate the ICN, but could lease excess capacity in areas of the state which do not 
currently have access to services. The State could award licenses to private companies for 
the use of excess capacity only in areas or markets where existing vendors are not capable 
or willing to provide the same service, and only during the time when the same service is 
not available from the private sector. Once service is provided by another vendor, 
regardless of the price, the State must discontinue service. It is important to note that the 
State only leases excess capacity, it does not build additional fiber connections. The 
lessee(s) would be responsible for their connections to the network. 

A number of areas are not significantly affected by this option. Areas that would be least 
affected include the FEMA agreement, the status of the ICN Hub, and Part Ill leases. None 
of the following constraints preclude this option's implementation . 

■ The private lessee would need to obtain a permit and pay DOT right-of-way fees 
(the current fee for urban and rural use is approximately $700,000). 

■ The National Guard provided federal funds in the construction of the ICN Hub and 
installation of capacity at the Armories throughout the state. If the National Guard 
project is unable to proceed, recoupment may be required of up to $9.3 million . 

■ Existing grants, agreements, licenses, and contracts would not present barriers to 
this option. The maintenance contract, Part Ill leases, and other agreements would 
remain with the State. 

■ Private use of the network would be subject to Iowa Utilities Board and Federal 
Communications Commission regulation, but the State portion remains exempt. 

■ The Legislature would need to amend the Iowa Code Chapter 8D to allow private 
lease and use of the ICN, and would likely need to amend Iowa Code Chapter 23A 
to allow a private entity to lease tax exempt facilities to compete for non­
governmental users. 

■ There must either be compliance with the IRS General Public Use Exception or this 
option is prohibited before the first bond prepayment date unless the State: 1) pays 
the bonds and comes within the Five-Year Safe Haven, or 2) obtains a private letter 
IRS ruling confirming the continuing tax exempt status. The state can then relieve 
itself of its obligations and covenants by escrowing sufficient funds. 

Authorized user rates remain affordable and state-subsidized. In addition, revenues from 
private lease(s) could be reinvested into the system to directly benefit authorized users. The 
user base would be expanded to benefit businesses and citizens. Under this option, the 
State shares the risk with the private lessee(s). There would be no significant impact on the 
National Guard or emergency management issues. 
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Leasing excess capacity has both positive and negative potentials for private 
telecommunications providers. While the ICN would continue to compete with the private 
sector on a more limited basis, economic development opportunities in the communities 
might be expanded with a broader user base. 

■ This option should not affect scheduling or the priority status of authorized users. 
Authorized users and Part Ill users would be assured of sufficient capacity to meet 
current and future needs if it remains a priority of the state. 

■ Revenues from the private lease(s) could directly benefit authorized users if 
reinvested in the system. 

■ The network's user base would be expanded, allowing businesses and the general 
public access to the system. This could enhance the State's economic development 
efforts by attracting new business to Iowa, helping existing businesses expand and 
become more productive, and providing new services to citizens in a restricted 
environment. 

■ Retaining innovative grant projects and securing research funds would not be 
affected since affordable rates are assured. 

■ The ICN continues to compete with private providers for authorized users, but the 
user base is expanded without increasing the ICN's level of competition with private 
industry . 

■ Providers would encourage the State to structure lease payments to reflect the 
payment of taxes and depreciation the State does not pay. By fully costing rates 
and lease payments, unfair competition could be avoided. 

■ Private industry benefits from the creation of market demand in areas where service 
is not currently available. However, rates should be fully costed so users are 
prepared to pay market rates when transitioning from the ICN to private industry. 

■ This option may not be applicable if fiber optic services are available throughout the 
State . 
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Option 9 
State Ownership & Operation (Limited) 

The Iowa Communications Network (ICN) would be owned and operated by the State and 
the current users would be assured affordable access to a well-maintained fiber optic 
system. This would include completion of Part Ill as outlined by the Legislature, and would 
limit the ICN to the current user base. This option represents the ICN as it is today. 

There are no constraints identified in this option, as it reflects current operations. There are 
no issues that would preclude or inhibit its continuation, including considerations involving 
right-of-way fees, current contracts, and agreements, FEMA, National Guard, emergency 
management, Part Ill leases, utility regulation, legal, or bonding. 

This option represents the ICN in its current form, so the effects of this option reflect the 
continuation of the system as it functions today. The State would continue to directly 
subsidize the ICN. The State assumes the risk and provides benefits to authorized users 
through low rate structure. Affordable rates for use of the network are assured, so they 
are not an issue for federal grant projects and securing research funds. Some effects on 
existing telecommunications providers exist in areas of competition and access to new user 
groups. 

■ Iowans would continue to benefit from affordable access to continuing education 
opportunities, access to advanced medical treatment and diagnostics through 
telemedicine, and a coordinated emergency response system . 

■ Authorized users would be assured affordable access to sufficient capacity to meet 
current and future needs if it remains a state priority. 

■ Scheduling priority would be assured and continued for educational users, and 
telemedicine users would be assured emergency access to the system. 

■ Iowa's economic development efforts could be negatively impacted in the long run 
if telecommunications providers suffer financial losses as a result of this option . 
However, existing telecommunications providers view Option 9 as a positive if the 
State restricts access to authorized users and freezes the user base. 

■ The State continues to compete with the telecommunications industry for 
authorized users. Artificial or subsidized rates continue to keep providers from 
entering the market to provide telecommunications services to authorized users . 
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Option 10 
State-Owned Public Utility 

The Iowa Communications Network (ICN) would be owned and operated by the State and 
authorized users would be assured affordable access to a well -maintained fiber optic 
system. This would include completion of Part Ill as outlined by the Legislature, but would 
also open the ICN to the general public. This option would result in a state public 
telecommunications utility. 

It is important to note that constraints raised in this option cover several very important 
issue areas. It is equally important to note that this option does not generate significant 
constraints in the issues of the National Guard, emergency management, telemedicine, 
state and federal government, or educational use. 

Some of the identified constraints are significant determinants of whether this option 
could be implemented. While the constraints in and of themselves do not prohibit 
implementation of this option, they would require additional fees, changes in the Iowa 
Code, and careful compliance with federal IRS regulation. In general, the constraints fall 
in the areas of right of way, utilities regulation, legal, and financial. 

■ Private access to and use of the system, even though the State reta ins ownership 
and operation, would mean paying DOT right-of-way fees (the current fee for 
urban and rural use is approximately $700,000 annually) . 

■ The FEMA agreement, maintenance contract, and Part Ill leases would not be 
affected by this option. 

■ The ICN is currently exempt from Iowa Utilities Board regulation [Iowa Code § 
8D.13(18)]. The ICN's current exemption would be retained under this option. The 
State would need to determine whether it is appropriate for the ICN to operate 
outside regulation when its competitors must comply with regulatory requirements. 

■ The Legislature would need to amend the Iowa Code Chapter 8D to allow private 
use of the ICN, and would likely need to amend Iowa Code Chapter 23A to allow 
a private entity to lease tax exempt facilities to compete for non-governmental 
users. 

■ There must either be compliance with the IRS General Publ ic Use Exception or this 
option is prohibited before the first bond prepayment date unless the State: 1) pays 
the bonds and comes within the Five-Year Safe Haven, or 2) obtains a private letter 
IRS ruling confirming the continuing tax exempt status. The state can then relieve 
itself of its obligations and covenants by escrowing sufficient funds. 

One of the primary effects of Option 10 is the potential to open the network to additional 
user groups while maintaining affordable access to currently authorized groups. This 
means that it will be important to accurately forecast capacity needs for various user 
groups to ensure that sufficient capacity is reserved for them. A number of the effects of 
Option 10 could impact existing telecommunications providers in the state. Option 10 
would continue to provide the research platform and low rate structure that attracts 
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innovative grant projects. While the risk would be totally assumed by the State, the State 
could benefit from the revenues generated by expansion of the user base . 

■ The general public, including businesses, could use the network. 

■ Authorized user rates would probably remain affordable. However, if the 
Legislature determines the ICN should be subject to regulation, the Iowa Utilities 
Board would need to approve reduced rates for authorized users. 

■ Revenues from expanded use of the network could benefit authorized users and 
reduce state subsidies if reinvested into the system. 

■ Access to sufficient capacity to meet current and future needs of authorized users 
would be assured if it remains a state priority or the state reserves the capacity and 
is able to accurately forecast future needs. 

■ Providers perceive this option as a direct threat. This option could negatively impact 
existing telecommunications providers by placing the State in competition with 
private industry. As the user base is expanded, the State increases its role as a 
telecommunications provider. This competition could be viewed as unfair, unless 
rates are fully costed and the ICN is subject to the same regulations and 
responsibilities as other providers. 

■ Economic development efforts could be enhanced by allowing businesses on the 
network. Both businesses and citizens could benefit from additional information 
and services accessed through the network . 
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Matrix Guide ____________________ _ 

The 461 Task Force was asked to look at alternatives to the current Iowa Communications 
Network (ICN) structure, and measure the impact of these changes on currently authorized 
users, the telecommunications industry, and Iowans. The Task Force identified 10 options 
to be studied, and outlined 23 issues that were addressed under each option . 

To accomplish this directive, the Task Force and staff determined that the study should be 
organized in a usable format, allowing access to the appropriate information quickly. This 
format - the Matrix - follows this section . 

Matrix Description 
The Matrix is actually three tables - one for the three Sale Options, one for the three 
Public-Private Options, and one for the four State Options. Each column (there are 10 
total) in the tables represents an option. Each row (there are 23) represents a specific issue 
studied. Each cell in the table contains the findings of the 461 Task Force. 

How to Use the Matrix 
The Matrix is over 150 pages long and contains a variety of information that the Task Force 
analyzed from research, studies, reports, surveys, and other resources. This information 
was discussed and incorporated into the report where appropriate. These resources are 
available in the Appendix to this report and in the separaIte binder called Volume II: 
Supporting Materials. 

The Matrix is organized by issue, so three tables will be included in each issue section . For 
example, if you wish to find out how turning the ICN into a public utility (Option 10) would 
affect the private telecommunications industry (Issue 19), you would look under the 
tabbed section called "Issue 19", and go to the third table - St ate Options. This table will 
have a column called "Option 10." The information contained in this section will give you 
a synopsis of the research reviewed by the task force on the impacts to the private 
telecommunications industry. 

Please note that the Matrix Options are not numbered according to any priority. Below 
is a list of the three tables contained in each issue section, and the issues addressed by 
number. A full description of the options follows this section in "Matrix - Option 
Descriptions." 

Tables 
Sale Options (Options 1, 2, 3) 

Private-Public Options (Options 4, 5, 6) 
State Options (Options 7,8,9, 10) 
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Issue Sections 1 . Effect on Public Rights of Way 

2. Effect on Existing 28E Agreements, Federal Grant Compliance, 
Licenses, and Contracts 

3. Impact on FEMA Agreement & Emergency Response 
Capabilities 

4. State Obligation to Users' Build-out Investments 

5. ICN Hub Status 

6. Status of Regional Switches and County Points of Presence 

7. Status of Part Ill Facilities 

8. Conflicts in Regulatory Compliance 

9. Conflicts with State or Federal Laws 

10. Effect on Status of Tax Exempt Bonds 

11 . Effect on State's Credit Rating & Security Pledged to Bonds 

12. Impact on Currently Authorized Users 

13. Impact on Ability to Access Sufficient Capacity 

14. Impact on Part Ill Users 

15. Impact on Telemedicine Users 

16. Impact on State Government Users 

17. Impact on National Guard Projects 

18. Impact on Federal Government Users 

19. Impact on Telecommunications Providers 

20. Impact on Businesses and Citizens 

21. Impact on Ability to Access the Internet 

22 . 

23 . 

Private-Public Collaboration 

Risk Analysis 
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Matrix Work Sheet 

On the next page, you will find a clear plastic holder containing a Matrix Work Sheet, an 
oversized blank Matrix that you can use to make notes and help you visualize the study 
Matrix as a whole. This Work Sheet has been provided as a policy making tool to help the 
ITTC and other decision makers sift through the voluminous amount of information 
contained in this report . 
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ISSUES 

Description of 
Options 

Reference 
Materials 

• Matrix -- Sale Options 

OPTION 1 
Sale of Network 
(No Assurances) 

Structure 
• Private Ownership/Operation 

• Sale of entire system, including 
fiber and hardware 

Conditions 
• No conditions are placed on the 

sale of the network. 

• Educational users, state and 
federal government, and 
telemedicine users are not assured 
affordable access to a well­
maintained fiber optic system and 
a specified bandwidth. 

• Part Ill is not completed. 

• Assumes State will not continue its 
commitment to subsidizing 
authorized users. 

User Base 
• Sale of network would expand the 

user base. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Structure 
• Private Ownership/Operation 

• Sale of entire system, including 
fiber and hardware 

Conditions 
• Educational users, state and 

federal government, and 
telemedicine users will be assured 
affordable access to a well­
maintained fiber optic system and 
a specified bandwidth. 

• Part Ill is completed as outlined by 
the Legislature. 

• Authorized use could be buyer 
subsidized or state subsidized, and 
access to capacity could be 
ensured by reserving rates, 
reserving capacity, using proceeds 
of sale to invest in cost of use, or 
purchasing capacity in the market 
at market rates. 

User Base 
• Sale of network would expand the 

user base. 

• 
OPTION 3 

Sale of 
Excess Network Capacity 

Structure 
• State Ownership/Operation of 

current capacity 

• Private Ownership/Operation of 
excess capacity (sale of dark 
fiber) 

• State retains current level of 
control of hardware and capacity 
to support authorized users 

Conditions 
• Educational users, state and 

federal government, and 
telemedicine users will be 
assured affordable access to a 
well-maintained fiber optic 
system and a specified 
bandwidth. 

• Part Ill is completed as outlined 
by the Legislature. 

User Base 
• Sale of excess capacity would 

expand the user base. 



ISSUES 

Description of 
Options 

• 
Matrix -- Public/Private Options 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Structure 
• State and Private Ownership 

• Options include (but are not 
limited to): partnerships, 
associations, joint-stock 
companies, or corporation. 

Conditions 
• Educational users, state and 

federal government, and 
telemedicine users will be 
assured affordable access to a 
well-maintained fiber optic 
system and delivery of a 
specified bandwidth. 

• Part Ill is completed as outlined 
by Legislature. 

User Base 
• This option would expand the 

user base. 

38 

OPTION 5 
State Ownership 

Private Operations 

Structure 
• State Ownership and Private 

Operations 

• State retains ownership of the 
network and leases to a private 
operator, who assumes the risk. 

• The operator pays the State to 
operate the network. 

Conditions 
• Educational users, state and 

federal government, and 
telemedicine users will be 
assured affordable access to a 
well-maintained fiber optic 
system and delivery of a specified 
bandwidth. 

• Part Ill is completed as outlined 
by Legislature. 

User Base 
• This option would expand the 

user base. 

• 
OPTION 6 

State Ownership 
Private Management 

Structure 
• State Ownership and Private 

Management 

• State retains ownership of the 
network and contracts for 
management duties. 

• The State pays a company to 
manage the network. 

Conditions 
• Educational users, state and 

federal government, and 
telemedicine users will be 
assured affordable access to a 
well-maintained fiber optic; 
system and delivery of a 
specified bandwidth. 

• Part Ill is completed as outlined 
by Legislature. 

User Base 
• This option would not expand 

the user base 



ISSUES 

Description of 
Options 

Reference 
Materials 

• Matrix -- State Options 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Structure 
• State Ownership and 

Operation 

• Excess capacity is 
leased for private 
operation. 

• State could award 
licenses to private 
companies for the use 
of excess capacity. 

• Private lessee(s) would 
be responsible for 
their own connections 
to the network. 

Conditions 
• Educational users, 

state and federal 
government, and 
telemedicine users will 
be assured affordable 
access to a well­
maintained fiber optic 
system and delivery of 
a specified bandwidth. 

• Part Ill is completed as 
outlined by the 
Legislature. 

OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Structure 
• State Ownership and 

Operation 

• Excess capacity is 
leased for private 
operation. 

• State could award 
licenses to private 
companies for the use 
of excess capacity. 

• Lease is only available 
in areas or markets 
where existing vendors 
are not capable or 
willing to provide the 
same service. Once this 
same service is 
available in an area, 
the ICN must stop 
providing the service 
in that area. 

• Private lessee(s) would 
be responsible for 
their own connections 
to the network. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Structure 
• State Ownership and 

Operation 

Conditions 
• Educational users, 

state and federal 
government, and 
telemedicine users will 
be assured affordable 
access to a well­
maintained fiber optic 
system and delivery of 
a specified bandwidth. 

• Part Ill is completed as 
outlined by the 
Legislature. 

User Base 
• This option would not 

expand the user base. 

• 
OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Structure 
• State Ownersh ip and 

Operation 

• ICN becomes a state­
owned, state-operated 
public utility. 

Conditions 
• Educational users, 

state and federal 
government, and 
telemedicine users will 
be assured affordable 
access to a well­
maintained fiber optic 
system and delivery of 
a specified bandwidth. 

• Part Ill is completed as 
outlined by the 
Legislature. 

User Base 
• This option would 

expand the user base. 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

User Base Conditions 
• This option would • Educational users, 

expand the user base. state and federal 
government, and 
telemedicine users will 
be assured affordable 
access to a well-
maintained fiber optic 
system and delivery of 
a specified bandwidth. 

• Part Ill is completed as 
outlined by the 
Legislature. 

User Base 
• This option would 

expand the user base. 

. 
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ISSUES 

1. What is the effect of 
this option on public 
rights of way? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• Public right of way issues do not 
present barriers to the sale of the 
network. 

• A sale would likely result in 
significant non-governmental use of 
the network. 

Constraints 

• This option would likely trigger DOT 
right of way fees for non­
governmental use of the network. 

• The current annual fee for urban and 
rural freeway use is approximately 
$700,000. 

Responses to Constraints 

• The private owner would need to 
obtain a permit and pay DOT right of 
way fees for non-governmental use 
of the network. 
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OPTION 2 
Sale of Network 

(With Assurances) 

OPTION 3 
Sale of 

Excess Network Capacity 
_,,,,,,,,,.,_,,,,,,,,,.,,,,,,,,,,,,,,.,_,,,,,,,,,.,,._,,,,,,,""" 

Considerations 

• Public right of way issues do not 
present barriers to the sale of the 
network. 

• A sale would likely result in 
significant non-governmental use of 
the network. 

Constraints 

• This option would likely trigger DOT 
right of way fees for non­
governmental use of the network. 

• The current annual fee for urban and 
rural freeway use is approximately 
$700,000. 

Responses to Constraints 

• The private owner would need to 
obtain a permit and pay DOT right of 
way fees for non-governmental use 
of the network. 

Considerations 

• Public right of way issues do not 
present barriers to the sale of excess 
network capacity. 

• A sale of excess capacity would 
likely result in significant non­
governmental use of the network. 

Constraints 

• This option would likely trigger DOT 
right of way fees for non­
governmental use of the network. 

• The current annual fee for urban 
and rural freeway use is 
approximately $700,000. 

Responses to Constraints 

• The purchaser of excess capacity 
would need to obtain a permit and 
pay DOT right of way fees for non­
governmental use of the network. 



ISSUES 

1. What is the effect of 
this option on public 
rights of way? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis (in 

Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Public right of way issues do not 
present barriers to alternate 
ownership of the network. 

• A public-private entity would 
likely result in significant non­
governmental use of the 
network. 

Constraints 

• This option would likely trigger 
DOT right of way fees to the 
extent it results in non­
governmental use of the 
network. 

• The current annual fee for urban 
and rural freeway use is 
approximately $700,000. 

Response to Constraints 

• The public-private entity would 
need to obtain a permit and pay 
DOT right of way fees for non­
governmental use of the 
network. 
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OPTION 5 
State Ownership 

Private Operations 

• 
OPTION 6 

State Ownership 
Private Management 

"*-'=== 

Considerations 

• Public right of way issues do not 
present barriers to alternate 
operation of the network. 

• A privately operated network 
would likely result in significant 
non-governmental use of the 
network. 

Constraints 

• This option would likely trigger 
DOT right of way fees to the extent 
it results in non-governmental use 
of the network. 

• The current annual fee for urban 
and rural freeway use is 
approximately $700,000. 

Response to Constraints 

• The private operator would need 
to obtain a permit and pay DOT 
right of way fees for non­
governmental use of the network. 

Considerations 

• Public right of way issues do not 
present barriers to alternate 
management of the network. 

Constraints 

• Utilizing a private entity to 
manage the network without 
expanding the user base will not 
impact the current fee waiver. 



ISSUES 

1. What is the effect of 
this option on public 
rights of way? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Public right of way issues 
do not present barriers 
to this option. 

• This option would likely 
result in significant non-
governmental use of the 
network. 

Constraints 

• Th is option would likely 
trigger DOT right of way 
fees for non­
governmental use of the 
network. 

• The current annual fee 
for urban and rural 
freeway use is 
approximately $700,000. 

OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• Public right of way issues 
do not present barriers 
to this option. 

• This option would likely 
result in significant non-
governmental use of the 
network. 

Constraints 

• This option would likely 
trigger DOT right of way 
fees for non­
governmental use of the 
network. 

• The current annual fee 
for urban and rural 
freeway use is 
approximately $700,000. 

Responses to Constraints Responses to Constraints 

• The private lessee(s) 
would need to obtain a 
permit and pay DOT 
right of way fees for 
non-governmental use 
of the network. 

• The private lessee(s) 
would need to obtain a 
permit and pay DOT 
right of way fees for 
non-governmental use 
of the network. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Public right of way issues 
do not present barriers 
to this option. 

• The DOT fee waiver will 
remain in effect for up 
to 26 more years if 
neither owners nor 
authorized users change. 

Constraints 

• This option will not 
trigger the DOT right of 
way fees as long as the 
user base does not 
expand. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• Public right of way issues 
do not present barriers 
to this option. 

• This option would likely 
result in significant non-
governmental use of the 
network. 

Constraints 

• If the State retains 
ownership and removes 
limitations on access, the 
resulting private use 
would trigger DOT right 
of way fees. 

• The current annual fee 
for urban and rural 
freeway use is 
approximately $700,000. 

Responses to Constraints 

• The State would need to 
obtain a permit and pay 
DOT right of way fees 
for non-governmental 
use of the network. 
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ISSUES 

2. What is the effect of 
this option on 
existing 28E 
agreements, federal 
grant compliance 
language, licenses, 
and contracts 
currently in effect? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with McLeod 
would transfer to the purchaser in 
the event of a sale. Current annual 
cost approximately$ 2,900,000. 

National Guard 

• If the ICN were sold without 
assurance that the National Guard 
project will proceed, the National 
Guard Bureau may seek recoupment 
of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, the 
structure of ICN under this option 
will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. ITTC contractual obligation 
to serve federal agencies extends 
through June of 1996. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with McLeod 
would transfer to the purchaser in 
the event of a sale. Current annual 
cost approximately$ 2,900,000. 

National Guard 

• This option could proceed without 
recoupment action if Guard access 
remains intact allowing their project 
to proceed. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, the 
structure of ICN under this option 
will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. ITTC contractual obligation 
to serve federal agencies extends 
through June of 1996. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with McLeod 
would remain with the State under 
this option. Current annual cost 
approximately $2,900,000. 

National Guard 

• The State would continue to own 
and operate its portion of the 
network under this option. 
Continued state operation of the 
ICN would have no significant 
impact on the Guard agreement. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, 
the structure of ICN under this 
option will have no impact. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Mercy Foundation 

• While the agreement does not 
address a sale of the network, it is 
likely the State's obligations under 
this agreement could be 
assigned/delegated to a purchaser, as 
long as the network connection and 
service rates are maintained through 
July 1997. 

Board of Regents 

• If the Board of Regents consents, this 
agreement for ICN use can be 
transferred to a successor/purchaser. 
Both the use and maintenance 
agreements include termination 
provisions. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• The McLeod maintenance contract 
would transfer to the purchaser in 
the sale. ($2.9 million/year) 

• The National Guard Bureau may seek 
recoupment of up to $9,323,000. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Mercy Foundation 

• Wh ile the agreement does not 
address a sale of the network, it is 
likely the State's obligat ions under 
this agreement could be 
assigned/delegated to a purchaser, as 
long as the network connection and 
service rates are maintained through 
July 1997. 

Board of Regents 

• If the Board of Regents consents, this 
agreement for ICN use can be 
transferred to a successor/purchaser. 
Both the use and maintenance 
agreements include termination 
provisions. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• The McLeod maintenance contract 
would transfer to the purchaser in 
the sale. ($2.9 million/year) 

• This option could proceed without 
recoupment action if Guard access 
remains intact allowing its project to 
proceed. 

OPTION 3 
Sale of 

Excess Network Capacity 

GSA/ICN Pilot Project 

• The State may sell, lease or retain 
ownership of those portions of the 
network built out with th is federal 
funding . ITTC contractual 
obligation to serve federal agencies 
extends through June of 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy Foundation's 
grant. 

Board of Regents 

• This option would have min imal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• If the Guard is unable to complete 
its project, the National Guard 
Bureau may seek recoupment of up 
to $9,323,000. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• The State may assign its obligations 

under the Mercy Foundation 
agreement to the purchaser, as long 
as the network connection and 
service rates are maintained through 
July 1997. 

• The State must obtain the consent of 
the Board of Regents before 
transferring its agreement to a 
purchaser. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• If the Guard is unable to complete its 
project, the National Guard Bureau 
may seek recoupment of up to 
$9,323,000, 

• The State may assign its obligations 
under the Mercy Foundation 
agreement to the purchaser, as long 
as the network connection and 
service rates are maintained through 
July 1997. 

• The State must obtain the consent of 
the Board of Regents before 
transferring its agreement to a 
purchaser. 

• OPTION 3 
Sale of 

Excess Network Capacity 



• 
ISSUES 

2. What is the effect of 
this option on existing 
28E agreements, 
federal grant 
compliance language, 
licenses, and contracts 
currently in effect? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

Phase I & II Agreements 

• 

• The state's obligations under the 
maintenance contract with 
McLeod could be shared with a 
private entity under this option. 
Current annual cost 
approximately$ 2,900,000. 

National Guard 

• As long as the Guard continues 
to have access to the network 
and is able to complete its 
projects, the National Guard 
Bureau would not seek 
recoupment of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is 
used to enhance distance 
education in the schools, the 
structure of ICN under this 
option will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or 
retain ownership of those 
portions of the network built out 
with this federal funding. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

Phase I & II Agreements 

• The state's obligations under the 
maintenance contract with McLeod 
would remain with the State under 
this option. Current annual cost 
approximately$ 2,900,000. 

National Guard 

• As long as the Guard continues to 
have access to the network and is 
able to complete its projects, the 
National Guard Bureau would not 
seek recoupment of up to 
$9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is used 
to enhance distance education in 
the schools, the structure of ICN 
under this option will have no 
impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

Phase I & II Agreements 

• The state's obligations under the 
maintenance contract with 
McLeod would remain with the 
State under this option. Current 
annual cost approximately 
$2,900,000. 

National Guard 

• As long as the Guard continues 
to have access to the network 
and is able to complete its 
projects, the National Guard 
Bureau would not seek 
recoupment of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is 
used to enhance distance 
education in the schools, the 
structure of ICN under this 
option will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or 
retain ownership of those 
portions of the network built out 
with this federal funding. 



• 
ISSUES Reference 

Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• The ITTC's contractual obligation 

to serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy 
Foundation's grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, 
but some could trigger 
significant demands for 
recoupment. 

• The McLeod maintenance 
contract could be shared or 
transferred to the public/private 
entity. ($2.9 million/year) 

• If the National Guard project 
were unable to proceed, the 
National Guard Bureau may seek 
recoupment of up to $9,323,000. 
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OPTION 5 
State Ownership 

Private Operations 

• The ITTC's contractual obligation to 
serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy Foundation's 
grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, but 
some could trigger significant 
demands for recoupment. 

• If the National Guard project were 
unable to proceed, the National 
Guard Bureau may seek 
recoupment of up to $9,323,000. 

• 
OPTION 6 

State Ownership 
Private Management 

• The ITTC's contractual obligation 
to serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy 
Foundation's grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, 
but some could trigger 
significant demands for 
recoupment. 

• If the National Guard project 
were unable to proceed, the 
National Guard Bureau may seek 
recoupment of up to $9,323,000. 



ISSUES 

2. What is the effect of 
this option on 
existing 28E 
agreements, federal 
grant compliance 
language, licenses, 
and contracts 
currently in effect? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
state under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• As long as the Guard 
continues to have access 
to the network and is 
able to complete its 
projects, the National 
Guard Bureau will not 
seek recoupment of up 
to $9,323,000. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
state under this option . 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• As long as the Guard 
continues to have access 
to the network and is 
able to complete its 
projects, the National 
Guard Bureau will not 
seek recoupment of up 
to $9,323,000. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
state under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• Continued state 
operation would have 
no significant impact on 
the Guard agreement. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 

GSA/ICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
state under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• Continued state 
operation would have 
no significant impact on 
the Guard agreement. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 

GSA/ICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

GSA/ICN Pilot Project 

• The state may sell, lease 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option, but could trigger 
significant demands for 
recoupment. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

GSA/ICN Pilot Project 

• The state may sell, lease 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option, but could trigger 
significant demands for 
recoupment. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• If the National Guard 
project is unable to 
proceed, the National 
Guard Bureau may seek 
recoupment for up to 
$9,323,000. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• If the National Guard 
project is unable to 
proceed, the National 
Guard Bureau may seek 
recoupment for up to 
$9,323,000. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 



• • 



ISSUES 

3. Will the terms of the 
FEMA agreement be 
fulfilled under this 
option? 

Will FEMA require 
reimbursement for 
their investment? 

Are there 
consequences to the 
State's emergency 
response activities? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• Without assurances of access to the 
network for emergency 
communications, this option would 
have a negative impact upon the 
State's emergency response 
capabilities and the future availability 
of FEMA funding. 

Constraints 

• It is possible FEMA will seek 
recoupment of $3,905,000 in 
matching funds used for the Armory 
project and ICN enhancements if the 
State fails to provide assurance of 
county emergency communication 
access. 

• Any alternative hub site, as reviewed 
under Issue 5, would need to meet 
FEMA survivable crisis standards - a 
substantial cost for any purchaser. 

Responses to Constraints 

• The State would need to reimburse 
FEMA for its $3,905,000 match. 

• The purchaser would need to 
relocate the ICN hub (see Issue 5), an 
action which would entail a 
substantial cost. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• If assurances providing access to the 
network for emergency 
communications are maintained, this 
option will not negatively impact the 
State's emergency response 
capabilities and the future availability 
of FEMA funding. 

Constraints 

• It is possible FEMA will seek 
recoupment of $3,905,000 in 
matching funds used for the Armory 
project and ICN enhancements if the 
State fails to provide assurance of 
county emergency communication 
access. 

• Any alternative hub site, as reviewed 
under Issue 5, would need to meet 
FEMA survivable crisis standards - a 
substantial cost for any purchaser. 

Responses to Constraints 

• If the State does not meet its 
commitment to the FEMA 
agreement, the State would need to 
reimburse FEMA for its $3,905,000 
match. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• This option will not negatively 
impact the State's emergency 
response capabilities or the future 
availability of FEMA funding. 

Constraints 

• As long as the State provides 
assurance of county emergency 
communication access, FEMA will 
not seek recoupment for 
$3,905,000 in matching funds. 

• Any alternative hub site, as 
reviewed under Issue 5, would need 
to · meet FEMA survivable crisis 
standards - at a substantial cost. 

Responses to Constraints 

• If the State does not meet its 
commitment to the FEMA 
agreement, the State would need to 
reimburse FEMA for its $3,905,000 
match. 

• If the purchaser of excess capacity 
needs to access or house equipment 
in the ICN hub site, the hub may 
need to be relocated (see Issue 5) . 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 
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OPTION 2 
Sale of Network 

(With Assurances) 

• The purchaser would need to 
relocate the ICN hub (see Issue 5) 
and assure that it meets FEMA 
survivability standards, a requirement 
which would entail a substantial cost. 

OPTION 3 
Sale of 

Excess Network Capacity 

• To avoid relocation, the State and 
the purchaser of excess capacity will 
need to work out an arrangement 
for access to the ICN hub. 



ISSUES 

3. Will the terms of the 
FEMA agreement be 
fulfilled under this 
option? 

Will FEMA require 
reimbursement for 
their investment? 

Are there 
consequences to the 
State's emergency 
response activities? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 
(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• This option will not negatively 
impact the State's emergency 
response capabilities or the 
future availability of FEMA 
funding. 

Constraints 

• As long as the State provides 
assurance of county emergency 
communication access, FEMA will 
not seek recoupment for its 
$3,905,000 match. 

• Any alternative hub site, as 
reviewed under Issue 5, would 
need to meet FEMA survivable 
crisis standards - a substantial 
cost. 

Responses to Constraints 

• If the State does not meet its 
commitment to providing county 
emergency response capabilities, 
the State would need to 
reimburse FEMA for its 
$3,905,000 match. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• This option will not negatively 
impact the State's emergency 
response capabilities or the future 
availability of FEMA funding. 

Constraints 

• As long as the State provides 
assurance of county emergency 
communication access, FEMA will 
not seek recoupment for its 
$3,905,000 match. 

• Any alternative hub site, as 
reviewed under Issue 5, would 
need to meet FEMA survivable crisis 
standards - a substantial cost. 

Responses to Constraints 

• If the State does not meet its 
commitment to providing county 
emergency response capabilities, 
the State would need to reimburse 
FEMA for its $3,905,000 match. 

• If the private operator needs to 
access or house equipment in the 
ICN hub site, the hub may need to 
be relocated (see Issue 5). 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• This option will not negatively 
impact the State's emergency 
response capabilities or the 
future availability of FEMA 
funding. 

Constraints 

• As long as the State provides 
assurance of county emergency 
communication access, FEMA will 
not seek recoupment for its 
$3,905,000 match. 

• Any alternative hub site, as 
reviewed under Issue 5, would 
need to meet FEMA survivable 
crisis standards - a substantial 
cost. 

Responses to Constraints 

• If the State does not meet its 
commitment to providing county 
emergency response capabilities, 
the . State would need to 
reimburse FEMA for its 
$3,905,000 match. 



• • 
OPTION 4 OPTION 5 OPTION 6 

ISSUES Reference Private/Public State Ownership State Ownership 
Materials Ownership Private Operations Private Management 

• If the private owner(s) involved in • To avoid relocation, the private • Because the State cont inues to 
this new entity need to access or operator and the State may need own and operate the network, 
house equipment in the ICN hub to work out an arrangement for this option will have minimal 
site, the hub may need to be access to the ICN hub. impact to the FEMA agreement. 
relocated (see Issue 5). 

• To avoid relocation, the entity 
and the State may need to work 
out an arrangement for access to 
the ICN hub. 
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ISSUES 

3. Will the terms of the 
FEMA agreement be 
fulfilled under this 
option? 

Will FEMA require 
reimbursement for 
their investment? 

Are there 
consequences to the 
State's emergency 
response activities? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(In Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• This option would not 
negatively impact the 
State's emergency 
response capabilities or 
the future availability of 
FEMA funding . 

Constraints 

• As long as the State 
provides assurance of 
county emergency 
communication access, 
FEMA will not seek 
recoupment for its 
$3,905,000 match. 

Responses to Constraints 

• Because the State 
continues to own and 
operate the network, 
this option will have 
minimal impact to the 
FEMA agreement. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• This option would not 
negatively impact the 
State's emergency 
response capabilities or 
the future availability of 
FEMA funding . 

Constraints 

• As long as the State 
provides assurance of 
county emergency 
communication access, 
FEMA will not seek 
recoupment for its 
$3,905,000 match. 

Responses to Constraints 

• Because the State 
continues to own and 
operate the network, 
this option will have 
minimal impact to the 
FEMA agreement. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• This option will not 
negatively impact the 
State's emergency 
response capabilities and 
the future availability of 
FEMA funding. 

Constraints 

• As long as the State 
provides assurance of 
county emergency 
communication access, 
FEMA will not seek 
recoupment for its 
$3,905,000 match. 

Responses to Constraints 

• Because the State 
continues to own and 
operate the network, 
this option will have 
minimal impact to the 
FEMA agreement. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• This option will not 
negatively impact the 
State's emergency 
response capabilities or 
the future availability of 
FEMA funding. 

Constraints 

• As long as the State 
provides assurance of 
county emergency 
commun ication access, 
FEMA will not seek 
recoupment for its 
$3,905,000 match. 

Responses to Constraints 

• Because the State 
continues to own and 
operate the network, 
this option will have 
minimal impact to the 
FEMA agreement. 
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ISSUES 

4. State law requires 
federal agencies, 
telemedicine, and 
National Guard 
federal grant 
programs to pay for 
system-wide build­
out 

What are the 
ramifications of this 
option on this 
arrangement? 

What is the State's 
obligation to provide 
this service in the 
future? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with Mcleod 
would transfer to the purchaser in 
the event of a sale. Current annual 
cost approximately$ 2,900,000. 

National Guard 

• If the ICN were sold without 
assurance that the National Guard 
project will proceed, the National 
Guard Bureau may seek recoupment 
of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, the 
structure of ICN under this option 
will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. ITTC contractual obligation 
to serve federal agencies extends 
through June of 1996. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with Mcleod 
would transfer to the purchaser in 
the event of a sale. Current annual 
cost approximately$ 2,900,000. 

National Guard 

• This option could proceed without 
recoupment action if Guard access 
remains intact allowing its project to 
proceed. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, the 
structure of ICN under this option 
will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. ITTC contractual obligation 
to serve federal agencies extends 
through June of 1996. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

Part I & II Agreements 

• The State's obligations under the 
maintenance contract with Mcleod 
would remain with the State under 
this option. Current annual cost 
approximately $2,900,000. 

National Guard 

• The State would continue to own 
and operate its portion of the 
network under this option. 
Continued state operation of the 
ICN would have no significant 
impact on the Guard agreement. 

Star Schools Grant 

• As long as the equipment purchased 
with grant funds is used to enhance 
distance education in the schools, 
the structure of ICN under this 
option will have no impact. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Mercy Foundation 

• While the agreement does not 
address a sale of the network, it is 
likely the State's obligations under 
this agreement could be 
assigned/delegated to a purchaser, as 
long as the network connection and 
service rates are maintained through 
July 1997. 

Board of Regents 

• If the Board of Regents consents, this 
agreement for ICN use can be 
transferred to a successor/purchaser. 
Both the use and maintenance 
agreements include termination 
provisions. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• The McLeod maintenance contract 
would transfer to the purchaser in 
the sale. ($2.9 million/year) 

• The National Guard Bureau may seek 
recoupment of up to $9,323,000. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Mercy Foundation 

• While the agreement does not 
address a sale of the network, it is 
likely the State's obligations under 
this agreement could be 
assigned/delegated to a purchaser, as 
long as the network connection and 
service rates are maintained through 
July 1997. 

Board of Regents 

• If the Board of Regents consents, this 
agreement for ICN use can be 
transferred to a successor/purchaser. 
Both the use and maintenance 
agreements include termination 
provisions. 

Constraint & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• The McLeod maintenance contract 
would transfer to the purchaser in 
the sale. ($2.9 million/year) 

• This option could proceed without 
recoupment action if Guard access 
remains intact allowing its project to 
proceed. 

OPTION 3 
Sale of 

Excess Network Capacity 

GSA/ICN Pilot Project 

• The State may sell, lease or retain 
ownership of those portions of the 
network built out with this federal 
funding. ITTC contractual 
obligation to serve federal agencies 
extends through June of 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy Foundation's 
grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale of the network, but some could 
trigger significant demands for 
recoupment. 

• If the Guard is unable to complete 
its project, the National Guard 
Bureau may seek recoupment of up 
to $9,323,000. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• The State may assign its obligations 
under the Mercy Foundation 
agreement to the purchaser, as long 
as the network connection and 
service rates are maintained through 
July 1997. 

• The State must obtain the consent of 
the Board of Regents before 
transferring its agreement to a 
purchaser. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• If the Guard is unable to complete its 
project, the National Guard Bureau 
may seek recoupment of up to 
$9,323,000. 

• The State may assign its obligations 
under the Mercy Foundation 
agreement to the purchaser, as long 
as the network connection and 
service rates are maintained through 
July 1997. 

• The State must obtain the consent of 
the Board of Regents before 
transferring its agreement to a 
purchaser. 

OPTION 3 
Sale of 

Excess Network Capacity 



ISSUES 

4. State law requires 
federal agencies, 
telemedicine, and 
National Guard 
federal grant 
programs to pay for 
system-wide build­
out 

What are the 
ramifications of this 
option on this 
arrangement? 

What is the State's 
obligation to provide 
this service in the 
future? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

Phase I & II Agreements 

• 

• The state's obligations under the 
maintenance contract with 
McLeod could be shared with a 
private entity under this option. 
Current annual cost 
approximately$ 2,900,000. 

National Guard 

• As long as the Guard continues 
to have access to the network 
and is able to complete its 
projects, the National Guard 
Bureau will not seek recoupment 
of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is 
used to enhance distance 
education in the schools, the 
structure of ICN under this 
option will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or 
retain ownership of those 
portions of the network built out 
with this federal funding. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

Phase I & II Agreements 

• The state's obligations under the 
maintenance contract with McLeod 
would remain with the State under 
this option. Current annual cost 
approximately$ 2,900,000. 

National Guard 

• As long as the Guard continues to 
have access to the network and is 
able to complete its projects, the 
National Guard Bureau will not 
seek recoupment of up to 
$9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is used 
to enhance distance education in 
the schools, the structure of ICN 
under this option will have no 
impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or retain 
ownership of those portions of the 
network built out with this federal 
funding. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

Phase I & II Agreements 

• The state's obligations under the 
maintenance contract with 
McLeod would remain with the 
State under this option. Current 
annual cost approximately 
$2,900,000. 

National Guard 

• As long as the Guard continues 
to have access to the network 
and is able to complete its 
projects, the National Guard 
Bureau will not seek recoupment 
of up to $9,323,000. 

Star Schools Grant 

• As long as the equipment 
purchased with grant funds is 
used to enhance distance 
education in the schools, the 
structure of ICN under this 
option will have no impact. 

GSA/ICN Pilot Project 

• The State may sell, lease, or 
retain ownership of those 
portions of the network built out 
with this federal funding. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• The ITTC's contractual obligation 

to serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy 
Foundation's grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, 
but some could trigger 
significant demands for 
recoupment. 

• The McLeod maintenance 
contract could be shared or 
transferred to the public/private 
entity. ($2.9 million/year) 

• If the National Guard project 
were unable to proceed, the 
National Guard Bureau may seek 
recoupment of up to $9,323,000. 
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OPTION 5 
State Ownership 

Private Operations 

• The ITTC's contractual obligation to 
serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy Foundation's 
grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, but 
some could trigger significant 
demands for recoupment. 

• If the National Guard project were 
unable to proceed, the · National 
Guard Bureau may seek 
recoupment of up to $9,323,000. 

• 
OPTION 6 

State Ownership 
Private Management 

• The ITTC's contractual obligation 
to serve federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have minimal 
impact on the Mercy 
Foundation's grant. 

Board of Regents 

• This option would have minimal 
impact on the Board of Regents 
agreements. 

Constraints & Responses 

• The contracts reviewed to date 
would not present barriers to the 
sale or alternate ownership or 
management of the network, 
but some could trigger 
significant demands for 
recoupment. 

• If the National Guard project 
were unable to proceed, the 
National Guard Bureau may seek 
recoupment of up to $9,323,000. 



ISSUES 

4. State law requires 
federal agencies, 
telemedicine, and 
National Guard 
federal grant 
programs to pay for 
system-wide build­
out. 

What are the 
ramifications of this 
option on this 
arrangement? 

What is the State's 
obligation to 
provide this service 
in the future? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(In Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
State under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• As long as the Guard 
continues to have access 
to the network and is 
able to complete its 
projects, the National 
Guard Bureau will not 
seek recoupment of up 
to $9,323,000. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
State under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• As long as the Guard 
continues to have access 
to the network and is 
able to complete its 
projects, the National 
Guard Bureau will not 
seek recoupment of up 
to $9,323,000. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
State under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• Continued state 
operation would have 
no significant impact on 
the Guard agreement. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

Phase I & II Agreements 

• The state's obligations 
under the maintenance 
contract with McLeod 
would remain with the 
State under this option. 
Current annual cost is 
approx. $2,900,000. 

National Guard 

• Continued state 
operation would have 
no significant impact on 
the Guard agreement. 

Star Schools 

• As long as the 
equipment purchased 
with grant funds is used 
to enhance distance 
education in the schools, 
the structure of ICN 
under this option will 
have no impact. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

GSNICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option, but could trigger 
significant demands for 
recoupment. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

GSNICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 
this federal funding. 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option, but could trigger 
significant demands for 
recoupment. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

GSNICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 
this federal funding . 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

GSNICN Pilot Project 

• The state may sell, lease, 
or retain ownership of 
those portions of the 
network built out with 

· this federal funding. 

• The ITTC's contractual 
obligation to serve 
federal agencies extends 
through June 1996. 

Mercy Foundation 

• This option would have 
minimal impact on the 
Mercy Foundation's 
grant. 

Board of Regents 

• This option would have 
minimal impact on the 
Board of Regents 
agreement. 

Constraints 

• The contracts reviewed 
to date would not 
present barriers to this 
option. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• If the National Guard 
project is unable to 
proceed, the National 
Guard Bureau may seek 
recoupment for up to 
$9,323,000. 

OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• If the National Guard 
project is unable to 
proceed, the National 
Guard Bureau may seek 
recoupment for up to 
$9,323,000. 

64 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 



• • 



ISSUES 

5. What is the status of 
the ICN Hub 
(currently housed in 
a federal facility)? 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• The ST ARC Armory is a federal 
facility. 

• The State has no ownership interest 
in the ST ARC Armory facility. Rather, 
the State has a right to use a portion 
of the building pursuant to a license 
agreement granted by the Secretary 
of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
Management Divisions of the Iowa 
Department of Public Defense, the 
Iowa Department of General 
Services, and the Iowa Public 
Broadcasting Board each utilize a 
portion of the Armory. 

• The State's right to use the Armory 
may not be transferred or assigned 
to another party. 

Constraints 

• The State owns equipment in the ICN 
hub, but not the hub itself. The 
State's right to use the ICN hub 
under a license agreement can not 
be transferred without the consent 
of the National Guard - consent is 
unlikely to be provided to a private 
entity. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The ST ARC Armory is a federal 
facility. 

• The State has no ownership interest 
in the ST ARC Armory facility. Rather, 
the State has a right to use a portion 
of the building pursuant to a license 
agreement granted by the Secretary 
of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
Management Divisions of the Iowa 
Department of Public Defense, the 
Iowa Department of General 
Services, and the Iowa Public 
Broadcasting Board each utilize a 
portion of the Armory. 

• The State's right to use the Armory 
may not be transferred or assigned 
to another party. 

Constraints 

• The State owns equipment in the ICN 
hub, but not the hub itself. The 
State's right to use the ICN hub 
under a license agreement can not 
be transferred without the consent 
of the National Guard - consent is 
unlikely to be provided to a private 
entity. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The ST ARC Armory is a federal 
facility. 

• The State has no ownership interest 
in the ST ARC Armory facility. Rather, 
the State has a right to use a 
portion of the building pursuant to 
a license agreement granted by the 
Secretary of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
Management Divisions of the Iowa 
Department of Public Defense, the 
Iowa Department of General 
Services, and the Iowa Public 
Broadcasting Board each utilize a 
portion of the Armory. 

• The State's right to use the Armory 
may not be transferred or assigned 
to another party. 

Constraints 

• The State owns equipment in the 
ICN hub, but not the hub itself. The 
State's right to use the ICN hub 
under a license agreement can not 
be transferred without the consent 
of the National Guard - consent is 
unlikely to be provided to a private 
entity. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Responses to Constraints 

• The purchaser would need to 
relocate the ICN hub and construct 
alternative facilities, an action which 
would entail substantial cost. 

• The alternative hub site must meet 
FEMA survivable crisis standards to 
avoid a recoupment demand of 
almost $3.5 million. The cost of such 
an alternative site could be 
substantial. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Responses to Constraints 

• The purchaser would need to 
relocate the ICN hub and construct 
alternative facilities, an action which 
would entail substantial cost. 

• The alternative hub site must meet 
FEMA survivable crisis standards to 
avoid a recoupment demand of 
almost $3.5 million. The cost of such 
an alternative site could be 
substantial. 

• To avoid recoupment, the alternative 
hub site must be constructed 
according to FEMA survivability 
standards, a substantial cost. 

• If the alternative hub site does not 
meet FEMA survivability standards, 
FEMA will seek recoupment of 
$3,905,000 in matching funds. 

OPTION 3 
Sale of 

Excess Network Capacity 

Responses to Constraints 

• If the purchaser of excess capacity 
needs to access or house equipment 
in the ICN hub site, the hub may 
need to be relocated. 

• The alternative hub site must meet 
FEMA survivable crisis standards to 
avoid a recoupment demand of 
almost $3.5 million. The cost of 
such an alternative site could be 
substantial. 

• To avoid relocation of the ICN hub, 
the State and the purchaser of 
excess capacity may need to work 
out an arrangement for access to 
the hub. 

• To avoid recoupment, the 
alternative hub site must be 
constructed according to FEMA 
survivability standards, a substantial 
cost. 

• If the alternative hub site does not 
meet FEMA survivability standards, 
FEMA will seek recoupment of 
$3,905,000 in matching funds. 



ISSUES 

5. What is the status of 
the ICN Hub (currently 
housed in a federal 
facility)? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The ST ARC Armory is a federal 
facility. 

• The State has no ownership 
interest in the STARC Armory 
facility. Rather, the State has a 
right to use a portion of the 
building pursuant to a license 
agreement granted by the 
Secretary of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
Management Divisions of the 
Iowa Department of Public 
Defense, the Iowa Department of 
General Services, and the Iowa 
Public Broadcasting Board each 
utilize a portion of the Armory. 

• The State's right to use the 
Armory may not be transferred 
or assigned to another party. 

Constraints 

• Federal ownership of the ICN 
hub would not preclude 
public/private ownership. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• The ST ARC Armory is a federal 
facility. 

• The State has no ownership 
interest in the STARC Armory 
facility. Rather, the State has a 
right to use a portion of the 
building pursuant to a license 
agreement granted by the 
Secretary of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
Management Divisions of the Iowa 
Department of Public Defense, the 
Iowa Department of General 
Services, and the Iowa Public 
Broadcasting Board each utilize a 
portion of the Armory. 

• The State's right to use the Armory 
may not be transferred or assigned 
to another party. 

Constraints 

• Federal ownership of the ICN hub 
would not preclude private 
operation. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• The STARC Armory is a federal 
facility. 

• The State has no ownership 
interest in the STARC Armory 
facility. Rather, the State has a 
right to use a portion of the 
building pursuant to a license 
agreement granted by the 
Secretary of the Army. 

• By lnteragency agreement, the 
Military and Emergency 
.Management Divisions of the 
Iowa Department of Public 
Defense, the Iowa Department of 
General Services, and the Iowa 
Public Broadcasting Board each 
utilize a portion of the Armory. 

• The State's right to use the 
Armory may not be transferred 
or assigned to another party. 

Constraints 

• Federal ownership of the ICN 
hub would not preclude 
public/private ownership. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• However, any such option must 

accommodate state personnel 
staffing of the ICN hub. It is 
unl ikely the Guard will permit 
non-state contractors to provide 
personnel to staff the ICN hub. 

Responses to Constraints 

• The State, National Guard, and 
the public-private entity will need 
to enter a formal agreement 
which allows only state personnel 
in the ICN hub. 
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OPTION 5 
State Ownership 

Private Operations 

• However, any such option must 
accommodate state personnel 
staffing of the ICN hub. It is 
unlikely the Guard will permit non­
state contractors to provide 
personnel to staff the ICN hub. 

Responses to Constraints 

• The State, National Guard, and the 
private operator will need to enter 
a formal agreement wh ich allows 
only state personnel in the ICN 
hub. 

• 
OPTION 6 

State Ownership 
Private Management 

• However, any such option must 
accommodate state personnel 
staffing of the ICN hub. It is 
unl ikely the Guard wil l permit 
non-state contractors to provide 
personnel to staff the ICN hub. 

Responses to Constraints 

• The State, National Guard, and 
the private manager will need to 
enter a formal agreement which 
allows only state personnel in the 
ICN hub. 



ISSUES 

5. What is the status of 
the ICN Hub 
(currently housed in 
a federal facility)? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• The STARC Armory is a 
federal facility. 

• The State has no 
ownership interest in the 
ST ARC Armory facility. 
Rather, the State has a 
right to use a portion of 
the building pursuant to 
a license agreement 
granted by the Secretary 
of the Army. 

• By lnteragency 
agreement, the Military 
and Emergency 
Management Divisions 
of the Iowa Department 
of Public Defense, the 
Iowa Department of 
General Services, and 
the Iowa Public 
Broadcasting Board each 
utilize a portion of the 
Armory. 

• The State's right to use 
the Armory may not be 
transferred or assigned 
to another party. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• The ST ARC Armory is a 
federal facility. 

• The State has no 
ownership interest in the 
ST ARC Armory facility. 
Rather, the State has a 
right to use a portion of 
the building pursuant to 
a license agreement 
granted by the Secretary 
of the Army. 

• By lnteragency 
agreement, the Military 
and Emergency 
Management Divisions 
of the Iowa Department 
of Public Defense, the 
Iowa Department of 
General Services, and 
the Iowa Public 
Broadcasting Board each 
utilize a portion of the 
Armory. 

• The State's right to use 
the Armory may not be 
transferred or assigned 
to another party. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• The STARC Armory is a 
federal facility. 

• The State has no 
ownership interest in the 
ST ARC Armory facility. 
Rather, the State has a 
right to use a portion of 
the building pursuant to 
a license agreement 
granted by the Secretary 
of the Army. 

• By lnteragency 
agreement, the Military 
and Emergency 
Management Divisions 
of the Iowa Department 
of Public Defense, the 
Iowa Department of 
General Services, and 
the Iowa Public 
Broadcasting Board each 
utilize a portion of the 
Armory. 

• The State's right to use 
the Armory may not be 
transferred or assigned 
to another party. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• The ST ARC Armory is a 
federal facility. 

• The State has no 
ownership interest in the 
ST ARC Armory facility. 
Rather, the State has a 
right to use a portion of 
the building pursuant to 
a license agreement 
granted by the Secretary 
of the Army. 

• By lnteragency 
agreement, the Military 
and Emergency 
Management Divisions 
of the Iowa Department 
of Public Defense, the 
Iowa Department of 
General Services, and 
the Iowa Public 
Broadcasting Board each 
utilize a portion of the 
Armory. 

• The State's right to use 
the Armory may not be 
transferred or assigned 
to another party. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Constraints 

• The lease of excess 
capacity would not 
significantly impact the 
federal ownership of the 
ICN hub. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Constraints 

• The lease of excess 
capacity would not 
significantly impact the 
federal ownership of the 
ICN hub. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Constraints 

• Continued state 
ownership and 
operation would not 
significantly impact the 
federal ownership of the 
ICN hub. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Constraints 

• Continued state 
ownership and 
operation would not 
significantly impact the 
federal ownership of the 
ICN hub. 



• • 



ISSUES 

6. Under this option, 
what is the status of 
and effect on the 
state facilities 
housing the regional 
switches and county 
points of presence 
access locations? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• Regional switches and county points 
of presence are located in public 
facilities, primarily community 
colleges and schools. 

• While no written agreements are in 
place defining state use of these 
facilities, the State Legislature has 
authority to enact legislation 
mandating that the community 
colleges, local schools, and other 
political subdivisions provide access 
to the purchaser of the ICN in the 
event of a sale of the network. 

Constraints 

• No written agreements are in place 
defining state use of the regional 
and county facilities. 

• A purchaser of the network may 
desire easements or other formal 
documentation of their right to 
access these facilities. 

Responses to Constraints 

• The State Legislature may enact 
legislation mandating community 
colleges, local schools, and other 
political subdivisions to give the ICN 
purchaser access to their facilities. 
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OPTION 2 OPTION 3 
Sale of Network Sale of 

(With Assurances) Excess Network Capacity 
,,,,,,,,,,,.,,.,,,,,,,,,:♦.,:.,,,,,,=.,,.,., 

Considerations 

• Regional switches and county points 
of presence are located in public 
facilities, primarily community 
colleges and schools. 

• While no written agreements are in 
place defining state use of these 
facilities, the State Legislature has 
authority to enact legislation 
mandating that the community 
colleges, local schools, and other 
political subdivisions provide access 
to the purchaser of the ICN in the 
event of a sale of the network. 

Constraints 

• No written agreements are in place 
defining state use of the regional 
and county facilities. 

• A purchaser of the network may 
desire easements or other formal 
documentation of their right to 
access these facilities. 

Responses to Constraints 

• The State Legislature may enact 
legislation mandating community 
colleges, local schools, and other 
political subdivisions to give the ICN 
purchaser access to their facilities. 

Considerations 

• Regional switches and county points 
of presence are located in public 
facilities, primarily community 
colleges and schools. 

• While no written agreements are in 
place defining state use of these 
facilities, the State Legislature has 
authority to enact legislation 
mandating that the commun ity 
colleges, local schools, and other 
political subdivisions provide access 
to the purchaser of the ICN in the 
event of a sale of the network. 

Constraints 

• No written agreements are in place 
defining state use of the regional 
and county facilities. 

• A purchaser of the excess capacity 
may desire easements or other 
formal documentation of their right 
to access these facilities. 

Responses to Constraints 

• The State Legislature may enact 
legislation mandating community 
colleges, local schools, and other 
political subdivisions to give the ICN 
purchaser access to their facil ities. 



ISSUES 

6. Under this option, 
what is the status of 
and effect on the 
state facilities housing 
the regional switches 
and county points of 
presence access 
locations? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Regional switches and county 
points of presence are located in 
public facilities, primarily 
community colleges and schools. 

• While no written agreements are 
in place defining state use of 
these facilities, the state 
legislature has authority to enact 
legislation mandating that the 
community colleges, local 
schools, and other political 
subdivisions provide access to the 
purchaser of the ICN in the event 
of a sale of the network. 

Constraints 

• No written agreements are in 
place defining state use of the 
regional and county facilities. 

• This public-private partners may 
desire easements or other formal 
documentation of their right to 
access these facilities. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• Regional switches and county 
points of presence are located in 
public facilities, primarily 
community colleges and schools. 

• While no written agreements are in 
place defining state use of these 
facilities, the state legislature has 
authority to enact legislation 
mandating that the community 
colleges, local schools, and other 
political subdivisions provide access 
to the purchaser of the ICN in the 
event of a sale of the network. 

Constraints 

• No written agreements are in place 
defining state use of the regional 
and county facilities. 

• The private operator may desire 
easements or other formal 
documentation of their right to 
access these facilities. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Regional switches and county 
points of presence are located in 
public facilities, primarily 
community colleges and schools. 

• While no written agreements are 
in place defining state use of 
these facilities, the state 
legislature has authority to enact 
legislation mandating that the 
community colleges, local 
schools, and other political 
subdivisions provide access to the 
purchaser of the ICN in the event 
of a sale of the network. 

Constraints 

• No written agreements are in 
place defining state use of the 
regional and county faci lities. 

Responses to Constraints 

• The State Legislature may, if 
necessary, enact legislation 
mandating community colleges, 
local schools, and other political 
subdivisions to give the private 
manager access to their facilities. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Responses to Constraints 

• 
• The State Legislature may, if 

necessary, enact legislation 
mandating community colleges, 
local schools, and other political 
subdivisions to give the private­
public entity access to their 
facilities. 
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OPTION 5 
State Ownership 

Private Operations 

Responses to Constraints 

• The State Legislature may, if 
necessary, enact legislation 
mandating community colleges, 
local schools, and other political 
subdivisions to give the private 
operator access to their facilities. 

• 
OPTION 6 

State Ownership 
Private Management 



ISSUES 

6. Under this option, 
what is the status of 
and effect on the 
state facilities 
housing the regional 
switches and county 
points of presence 
access locations? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 
(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Regional switches and 
county points of 
presence are located in 
public facil it ies, primarily 
community colleges and 
schools. 

Constraints 

• The regional and county 
access points will not be 
impacted by this option 
because the State 
continues to own, 
operate, and maintain 
the network. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• Regional switches and 
county points of 
presence are located in 
public facilities, primarily 
community colleges and 
schools. 

Constraints 

• The regional and county 
access points will not be 
impacted by this option 
because the State 
continues to own, 
operate, and maintain 
the network. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Regional switches and 
county points of 
presence are located in 
public facilities, primarily 
community colleges and 
schools. 

Constraints 

• The regional and county 
access points will not be 
impacted by this option 
because the State 
continues to own, 
operate, and maintain 
the network. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• Reg ional switches and 
county points of 
presence are located in 
public facilities, primarily 
community colleges and 
schools. 

Constraints 

• The regional and county 
access points will not be 
impacted by this option 
because the State 
continues to own, 
operate, and maintain 
the network. 



• • 



ISSUES 

7. What is the status of 
Part Ill facilities under 
this option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier to a 
sale or alternate ownership or 
management of the network. 

• A sale of the network, with or 
without assurances of access to 
authorized users, would not have an 
impact on the lease agreements 
because the State could assign the 
agreements to the purchaser. 

Constraints 

• While the State may assign the Part 
Ill contracts, the purchaser is under 
no obligation to accept this 
assignment. 

• Since Part Ill sites are not guaranteed 
affordability, they may no longer 
wish to be connected. 

Responses to Constraints 

• The State, in agreement with the 
purchaser, may assign those Part Ill 
contracts that continue to be willing 
to access the network. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier to a 
sale or alternate ownership or 
management of the network. 

• A sale of the network, with or 
without assurances of access to 
authorized users, would not have an 
impact on the lease agreements 
because the State could assign the 
agreements to the purchaser. 

Constraints 

• Sale with assurances would not 
affect the lease agreements because 
the State could assign the 
agreements to the purchaser. 

Responses to Constraints 

• The State may assign the lease 
agreements to the purchaser. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier to a 
sale or alternate ownership or 
management of the network. 

• A sale of the excess network 
capacity would not have an impact 
on the lease agreements because 
the State could assign the 
agreements to the purchaser. 

Constraints 

• Sale of excess capacity would not 
affect the lease agreements. 



ISSUES 

7. What is the status of 
Part Ill facilities under 
this option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier 
to a sale or alternate ownership 
or management of the network. 

Constraints 

• The Part Ill leases would not 
impair this option. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier to 
a sale or alternate ownership or 
management of the network. 

Constraints 

• The Part Ill leases would not impair 
this option. 

,:+,,== 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• The Part Ill contracts include 
assignment provisions and should 
not present a significant barrier 
to a sale or alternate ownership 
or management of the network. 

Constraints 

• The Part Ill leases would not 
impair this option. 



ISSUES 

7. What is the status of 
Part Ill facilities 
under this option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations Considerations 

• The Part Ill contracts 
include assignment 
provisions and should 
not present a significant 
barrier to this option. 

Constraints 

• The Part Ill leases would 
not be affected by this 
option. 

• The Part Ill contracts 
include assignment 
prov1s1ons and should 
not present a significant 
barrier to this option. 

Constraints 

• The Part Ill leases would 
not be affected by this 
option. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• The Part Ill contracts 
include assignment 
prov1s1ons and should 
not present a significant 
barrier to this option. 

Constraints 

• The Part Ill leases would 
not be affected by this 
option. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• The Part Ill contracts 
include assignment 
prov1s1ons and should 
not present a significant 
barrier to this option . 

Constraints 

• The Part Ill leases would 
not be affected by this 
option. 



• • 



ISSUES 

8. Identify any conflicts 
in compliance with 
the policies and 
regulations of the 
Iowa Utilities Board 
(IUB), Interstate 
Commerce 
Commission (ICC), 
and the Federal 
Communications 
Commission (FCC)? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

Iowa Utilities 
Board 

Analysis 
(In Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• A private owner of the network 
would be subject to the jurisdiction 
of the IUB and the FCC under current 
law, while the ICN is exempt from 
such regulation. 

• Unless changed by the State 
Legislature, the private owner would 
be subject to the IUB jurisdiction, 
including rate regulation if the 
private owner has 15,000 or more 
customers or 15,000 or more access 
lines (Iowa Code Chapter 476). 

• Unless changed by the U.S. Congress, 
the private owner would be subject 
to FCC regulation (Communications 
Act of 1934, Chapter 214). 

Constraints 

• There are no regulations at the 
federal or state level which 
preclude this option . 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• A private owner of the network 
would be subject to the jurisdiction 
of the IUB and the FCC under 
current law, while the ICN is 
exempt from such regulation . 

• Unless changed by the State 
Legislature, the private owner 
would be subject to IUB regulation, 
including rate regulation if the 
private owner has 15,000 or more 
customers or 15,000 or more access 
lines (Iowa Code Chapter 476). 

• Unless changed by the U.S. 
Congress, the private owner would 
be subject to FCC regulation 
(Communications Act of 1934, 
Chapter 214). 

Constraints 

• The assurances may be challenged 
as "unreasonable preferences or 
advantages" under Iowa Code 
§476.5 and The Communications 
Act of 1934, Chapter 202. 

Responses to Constraints 

• The IUB and FCC have the 
discretion to determine if discounts 
given to authorized users are 
justified and reasonable. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The ICN's current exemption from 
regulation is not conditioned 
upon state management and that 
portion of the use retained by the 
State will remain exempt under 
this option. 

• A private owner of the network 
would be subject to the regulation 
of the IUB and FCC under current 
law, while the ICN is exempt from 
such regulation . 

• Unless changed by the State 
Legislature, the owner of excess 
capacity would be subject to IUB 
regulation, including rate 
regulation if the private owner 
has 15,000 or more customers or 
15,000 or more access lines (Iowa 
Code Chapter 476). 

• Unless changed by the U.S. 
Congress, the private owner 
would be subject to FCC 
regulation (Communications Act 
of 1934, Chapter 214). 

Constraints 

• There are no regulations at the 
federal or state level which 
preclude this option. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 
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OPTION 2 
Sale of Network 

(With Assurances) 

• A strong argument cou ld be made 
that these discounts were given for 
the public good, and would 
therefore be justif ied and 
reasonable. 

OPTION 3 
Sale of 

Excess Network Capacity 



ISSUES 

8. Identify any conflicts 
in compliance with 
the policies and 
regulations of the 
Iowa Utilities Board 
(IUB), Interstate 
Commerce 
Commission (ICC), and 
the Federal 
Communications 
Commission (FCC)? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

Iowa Utilities 
Board 

Analysis 
(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• To the extent that this option 
provides for private ownership or 
operation of all or a portion of 
the network, the private party 
will be subject to IUB and FCC 
regulations. 

• The ICN's current exemption 
from regulation is not 
conditioned upon state 
management and that portion of 
the use retained by the State will 
remain exempt under these 
options. 

Constraints & Responses 

• There are no regulations at the 
federal or state level that would 
preclude this option. 

• Unless changed by the State 
Legislature, the privately owned 
portion of this network would be 
subject to IUB jurisdiction, 
including rate regulation if the 
private owner has 15,000 or 
more customers and 15,000 or 
more access lines (Iowa Code 
Chapter 476). 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• To the extent that this option 
provides for private ownership or 
operation of all or a portion of the 
network, the private party will be 
subject to IUB and FCC regulations. 

• The ICN's current exemption from 
regulation is not conditioned upon 
state management and that 
portion of the use retained by the 
State will remain exempt under 
these options. 

Constraints & Responses 

• There are no regulations at the 
federal or state level that would 
preclude this option. 

• Unless changed by the State 
Legislature, the privately owned 
portion of this network would be 
subject to the IUB jurisdiction, 
including rate regulation if the 
private owner has 15,000 or more 
customers and 15,000 or more 
access lines (Iowa Code Chapter 
476). 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• The ICN's current exemption 
from regulation is not 
conditioned upon state 
management and that portion of 
the use retained by the State will 
remain exempt under these 
options. 

Constraints & Responses 

• There are no regulations at the 
federal or state level that would 
preclude this option. 



• • 
OPTION 4 OPTION 5 OPTION 6 

ISSUES Reference Private/Public State Ownership State Ownership 
Materials Ownership Private Operations Private Management 

• Unless changed by the U.S. • Unless changed by the U.S. 
Congress, the privately owned Congress, the privately owned 
portion of this network would be portion of this network would be 
subject to FCC jurisdiction (The subject to the FCC jurisdiction (The 
Communications Act of 1934, Communications Act of 1934, 
Chapter 214). Chapter 214). 
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ISSUES 

8. Identify any conflicts 
in compliance with 
the policies and 
regulations of the 
Iowa Utilities Board 
(IUB), Interstate 
Commerce 
Commission (ICC), 
and the Federal 
Communications 
Commission (FCC)? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

Iowa Utilities 
Board 

Analysis 
(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• To the extent this option 
provides for private use 
of the network, the 
private lessee will be 
subject to IUB and FCC 
regulations. 

• The portion of the use 
retained by the State will 
remain exempt under 
this option. 

Constraints & Responses 

• There are no regulations 
at the federal or state 
level that would 
preclude this option. 

• Unless changed by the 
state legislature, a 
private lessee would be 
subject to IUB 
jurisdiction, including 
rate regulation if the 
private owner has 
15,000 or more 
customers or 15,000 or 
more access lines (Iowa 
Code Chapter 476). 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• To the extent this option 
provides for private use 
of the network, the 
private lessee will be 
subject to IUB and FCC 
regulations. 

• The portion of the use 
retained by the State will 
remain exempt under 
this option. 

Constraints & Responses 

• There are no regulations 
at the federal or state 
level that would 
preclude this option. 

• Unless changed by the 
state legislature, a 
private lessee would be 
subject to IUB 
jurisdiction, including 
rate regulation if the 
private owner has 
15,000 or more 
customers or 15,000 or 
more access lines (Iowa 
Code Chapter 476). 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• This option does not 
allow private use of the 
network, and therefore 
would preserve the ICN 
exemption. 

Constraints & Responses 

• There are no regulations 
at the federal or state 
level that would 
preclude this option . 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• This option eliminates all 
restrictions on 
authorized use of the 
network. 

• The State would 
continue to receive its 
exemption from IUB 
regulation. 

Constraints & Responses 

• There are no regulations 
at the federal or state 
level that would 
preclude this option. 

• The Legislature would 
need to decide if it is 
appropriate for the ICN 
to operate outside of 
regulation when its 
competitors must comply 
with regulatory 
requirements. 

• The State could leave 
Iowa Code § 8D.13(18) 
as is and allow the ICN 
to operate outside IUB 
regulation, or it could 
amend it to place private 
use under IUB 
jurisdiction. 



• • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

• Unless changed by the • Unless changed by the 
U.S. Congress, the U.S. Congress, the 
private lessee would be private lessee would be 
subject to the FCC subject to FCC 
jurisdiction . (The jurisdiction (The 
Communications Act of Communications Act of 
1934, Chapter 214). 1934, Chapter 214). 
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ISSUES 

9. Are there any state or 
federal laws which 
preclude the State 
from pursuing this 
option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• No state or federal laws have been 
found which would preclude this 
option. 

Constraints 

• Iowa Code Chapter 8D would not 
permit the sale of the ICN. 

Responses to Constraints 

• The State Legislature would need 
to amend Iowa Code Chapter 8D. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• No state or federal laws have been 
found which would preclude th is 
option. 

Constraints 

• Iowa Code Chapter 8D would not 
permit the sale of the ICN. 

Responses to Constraints 

• The State Legislature would need 
to amend Iowa Code Chapter 8D. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• No state or federal laws have 
been found which would preclude 
this opt ion . 

Constraints 

• This opt ion, which allows a private 
entity to use a tax exempt facility 
to compete for non-governmental 
users, may implicate the 
noncompetition prov1s1ons of 
Iowa Code Chapter 23A. 

• Iowa Code Chapter 8D does not 
permit the sale of excess capacity 
to private citizens and businesses. 

Responses to Constraints 

• The State Legislature may amend 
Iowa Code Chapter 23A. 

• The State Legislature would need 
to amend Iowa Code Chapter 8D. 



ISSUES 

9. Are there any state or 
federal laws which 
preclude the State 
from pursuing this 
option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Constraints 

• 

• Iowa Code Chapter 8D would 
not permit this option. 

• This option, which allows private 
use of tax exempt facilities to 
compete for non-governmental 
users, may implicate the 
noncompetition provisions of 
Iowa Code Chapter 23A. 

• By constitutional prohibition, the 
State can not become a 
stockholder in any corporation. 

Responses to Constraints 

• The State Legislature would need 
to amend Iowa Code Chapter 8D. 

• The State Legislature may need 
to amend Iowa Code Chapter 
23A. 

• Any joint ownership 
arrangement would need to be 
carefully structured to avoid the 
prohibition on the State owning 
stock in a corporation . 
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OPTION 5 
State Ownership 

Private Operations 

Constraints 

• Iowa Code Chapter 8D would not 
permit this option. 

• This option, which allows a private 
entity to use of tax exempt facilities 
to compete for non-governmental 
users, may implicate the 
noncompetition provisions of Iowa 
Code Chapter 23A. 

Responses to Constraints 

• The State Legislature would need 
to amend Iowa Code Chapter 8D. 

• The State Legislature may need to 
amend Iowa Code Chapter 23A. 

• 
OPTION 6 

State Ownership 
Private Management 

Constraints 

• No state or federal laws have 
been found which would 
preclude this option. 

• This option does not expand the 
user base, so therefore will not 
implicate the noncompetition 
provisions of Iowa Code Chapter 
23A. 

Responses to Constraints 

• The State would only need to 
amend ICN management 
provisions in the Iowa Code 
Chapter 8D. 



ISSUES 

9. Are there any state 
or federal laws 
which preclude the 
State from pursuing 
this option? 

Reference 
Materials 

Iowa 
Attorney 
General's 

Office 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Constraints 

• Iowa Code Chapter 8D 
restricts the use of the 
ICN to authorized user 
groups. 

• This option, which 
allows a private entity to 
lease tax exempt 
facilities to compete for 
non-governmental users, 
may implicate the 
noncompetition 
provisions of Iowa Code 
Chapter 23A. 

Responses to Constraints 

• The State Legislature 
would need to amend 
the Iowa Code Chapter 
8D to allow private lease 
and use of the ICN. 

• The State Legislature 
may need to amend 
Iowa Code Chapter 23A. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Constraints 

• Iowa Code Chapter 8D 
restricts the use of the 
ICN to authorized user 
groups. 

• This option, which 
allows a private entity to 
lease tax exempt 
facilities to compete for 
non-governmental users, 
may implicate the 
noncompetition 
provisions of Iowa Code 
Chapter 23A. 

Responses to Constraints 

• The State Legislature 
would need to amend 
the Iowa Code Chapter 
8D to allow private lease 
and use of the ICN. 

• The State Legislature 
may need to amend 
Iowa Code Chapter 23A. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Constraints 

• No state or federal laws 
have been found which 
would preclude this 
option . 

• Th is opt ion does not 
expand the user base, so 
therefore will not 
implicate the 
noncompetition 
provisions of Iowa Code 
Chapter 23A. 

Responses to Constraints 

• No Iowa Code changes 
likely for this option. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Constraints 

• Iowa Code Chapter 8D 
restricts the use of the 
ICN to authorized user 
groups. 

• This option, which 
allows a private entity to 
lease tax exempt 
facilities to compete for 
non-governmental users, 
may implicate the 
noncompetition 
provisions of Iowa Code 
Chapter 23A. 

Responses to Constraints 

• The State Legislature 
would need to amend 
the Iowa Code Chapter 
8D to allow private use 
of the ICN. 

• The State Legislature 
would likely need to 
amend Iowa Code 
Chapter 23A. 
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ISSUES 

10. What is the effect of 
this option on the 
status of the tax 
exempt bonds used 
to finance Parts I 
and II of the 
network? 

Does this option 
result in a violation 
of any provisions of 
the bond 
documents? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• The State has covenanted with the 
bondholders that it will maintain 
the tax exempt status of the bonds 
so long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option date 
(July 1, 2002 with respect to the 
1992 bonds, and July 1, 2003 with 
respect to the 1993 bonds). 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until their first 
prepayment date. 

• A sale or change of use of the ICN 
(except as a general utility) would 
result in such an adverse effect on 
the tax exempt status, therefore 
such could not be done until the 
first prepayment date. 

Constraints 

• The State may not sell the network 
unless it makes provision that 
interest on the bonds will remain 
tax exempt. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The State has covenanted with the 
bondholders that it will maintain 
the tax exempt status of the bonds 
so long as the bonds are 
outstanding. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Under IRS regulations, the sale of 
more than 10% of excess capacity 
is the same as a sale. 

• The State has covenanted with 
the bondholders that it will 
maintain the tax exempt status of 
the bonds so long as the bonds 
are outstanding. 

• By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option date 
(July 1, 2002 with respect to the 
1992 bonds, and July 1, 2003 with • 
respect to the 1993 bonds). 

By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option 
date (July 1, 2002 with respect to 
the 1992 bonds, and July 1, 2003 
with respect to the 1993 bonds). 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until their first 
prepayment date. 

• A sale or change of use of the ICN 
(except as a general utility) would 
result in such an adverse effect on 
the tax exempt status, therefore 
such could not be done until the 
first prepayment date. 

Constraints 

• The State may not sell the network 
unless it makes provision that 
interest on the bonds will remain 
tax exempt. 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until the first 
prepayment date. 

• A sale of more than 10% of the 
excess capacity would result in 
such an adverse effect on the tax 
exempt status, therefore such 
could not be done until the first 
prepayment date. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Responses to Constraints 

• This option is prohibited before the 
first prepayment date, unless the 
State: 

• Pays the bonds and comes within 
the Five-Year Safe Haven (1998), 
OR 

• Obtains a private letter IRS ruling 
confirming the continuing tax 
exempt status. 

• After completing one of the above 
options, the State can then relieve 
itself of the obligations and 
covenants under the Bond 
Documents by escrowing funds 
sufficient to call and pay the bonds 
at the first prepayment date. 

Effects 

• A sale is prohibited unless the State 
complies with the "responses to 
constraints." 
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OPTION 2 
Sale of Network 

(With Assurances) 

Responses to Constraints 

• This option is prohibited before the 
first prepayment date, unless the 
State: 

• Pays the bonds and comes with in 
the Five-Year Safe Haven (1998), 
OR 

• Obtains a private letter IRS ruling 
confirming the continuing tax 
exempt status. 

• After completing one of the above 
options, the State can then rel ieve 
itself of the obligations and 
covenants under the Bond 
Documents by escrowing funds 
sufficient to call and pay the bonds 
at the first prepayment date. 

Effects 

• A sale is prohibited unless the State 
complies with the "responses to 
constraints." 

OPTION 3 
Sale of 

Excess Network Capacity 

Constraints 

• A sale of excess capacity should 
not affect the tax exemption, so 
long as the State complies w ith 
the General Public Use Exception, 
or sells less than 10%. 

• This option is just like a sale, 
unless the ICN is the vendor and 
the network is open to the 
general public on a f irst-come, 
first-serve basis (General Public 
Use Exception) . 

Responses to Constraints 

• If the General Public Use 
Exception does not apply, th is 
option is prohibited before the 
first prepayment date, unless the 
State: 

• Pays the bonds and comes 
within the Five-Year Safe Haven 
(1998), OR 

• Obtains a private letter IRS 
ruling confirming the 
continuing tax exempt st atus. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 
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OPTION 2 
Sale of Network 

(With Assurances) 

OPTION 3 
Sale of 

Excess Network Capacity 

• After completing one of the 
above options, the State can then 
relieve itself of the obligations 
and covenants under the Bond 
Documents by escrowing funds 
sufficient to call and pay the 
bonds at the first prepayment 
date. 

Effects 

• Excess capacity can be sold to the 
general public. 

• If under some circumstances there 
is little direct use by the general 
public, a sale of more than 10% 
excess capacity could not be made 
unless the State complies with the 
actions outlined in "responses to 
constraints. " 



ISSUES 

10. What is the effect of 
this option on the 
status of the tax 
exempt bonds used 
to finance Parts I 
and II of the 
network? 

Does this option 
result in a violation 
of any provisions of 
the bond 
document? 

Reference 
Materials 

Bob Helmick 
(Dorsey & 
Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

• 
OPTION 5 

State Ownership 
Private Operations 

• 
OPTION 6 

State Ownership 
Private Management 

~r:mb:TI=~r:mr:m:;::;; 

Considerations 

• Under IRS regulations, this option 
would be the same as a sale. 

• The State has covenanted with 
the bondholders that it will 
maintain the tax exempt status 
of the bonds so long as the 
bonds are outstanding. 

• By the terms of the Bond 
Documents, the bonds may not 

Considerations 

• Under IRS regulations, operation by 
a private entity (as distinguished 
from a qualified management 
contract) would be the same as a 
sale. 

• The State has covenanted with the 
bondholders that it will maintain 
the tax exempt status of the bonds 
so long as the bonds are 
outstanding. 

be prepaid until their first option 
date (July 1, 2002 with respect to • 
the 1992 bonds, and July 1, 2003 
with respect to the 1993 bonds). 

By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option date 
(July 1, 2002 with respect to the 
1992 bonds, and July 1, 2003 with 
respect to the 1993 bonds). 

• For this reason, the State may 
not take any action which would 
adversely affect the tax 
exemption of the bonds until the 
first prepayment date. 

• Transfer to a private-public 
owner would result in such an 
adverse effect on the tax exempt 
status, therefore such could not 
be done until the first 
prepayment date. 
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• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds · until the first 
prepayment date. 

• A private operations contract 
would result in such an adverse 
effect on the tax exempt status, 
therefore such could not be done 
until the first prepayment date. 

Considerations 

• The State has covenanted with 
the bondholders that it will 
maintain the tax exempt status 
of the bonds so long as the 
bonds are outstanding. 

• By the terms of the Bond 
Documents, the bonds may not 
be prepaid until their first option 
date (July 1, 2002 with respect to 
the 1992 bonds, and July 1, 2003 
with respect to the 1993 bonds). 

• For this reason, the State may 
not take any action which would 
adversely affect the tax 
exemption of the bonds until 
their first prepayment date. 

• A private management contract 
that is not in compliance with the 
IRS Management Agreement 
Rules could result in such an 
adverse effect on the tax exempt 
status, therefore such could not 
be done until their first 
prepayment date. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Constraints 

• 
• The State may not pursue this 

option unless it makes provision 
that interest on the bonds will 
remain tax exempt. 

Responses to Constraints 

• This option is prohibited before 
the first prepayment date, unless 
the State: 

• Pays the bonds and comes 
within the Five-Year Safe 
Haven (1998), OR 

• Obtains a private letter IRS 
ruling confirming the 
continuing tax exempt status. 
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OPTION 5 
State Ownership 

Private Operations 

Constraints 

• The State may not pursue this 
option unless it makes provision 
that interest on the bonds will 
remain tax exempt. 

Responses to Constraints 

• This option is prohibited before the 
first prepayment date, unless the 
State: 

• Pays the bonds and comes within 
the Five-Year Safe Haven (1998), 
OR 

• Obtains a private letter IRS ruling 
confirming the continuing tax 
exempt status. 

• 
OPTION 6 

State Ownership 
Private Management 

Constraints 

• Under IRS regulations, this option 
would be the same as a sale, 
unless there is compliance with 
the IRS Management Agreement 
Rules. 

• The management of the network 
by a private entity would not 
have an effect upon the tax 
exempt bonds so long as the 
management agreement 
complies with IRS regulations. 

• IRS regulations generally prohibit 
long-term management 
contracts which in effect would 
give the benefit of ownership to 
the manager. (See Discussion 
Paper /II for more information) 

Responses to Constraints 

• Comply with IRS Management 
Agreement Rules (see Discussion 
Paper/II), OR 

• This option is prohibited before 
the first prepayment date, unless 
the State: 

• Pays the bonds and comes 
within the Five-Year Safe 
Haven (1998), OR 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• After completing one of the 

above options, the State can 
then relieve itself of the 
obligations and covenants under 
the Bond Documents by 
escrowing funds sufficient to call 
and pay the bonds at the first 
prepayment date. 

Effects 

• This option is prohibited unless 
the State complies with the 
"responses to constraints." 
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OPTION 5 
State Ownership 

Private Operations 

• After completing one of the above 
options, the State can then relieve 
itself of the obligations and 
covenants under the Bond 
Documents by escrowing funds 
sufficient to call and pay the bonds 
at the first prepayment date. 

Effects 

• This option is prohibited unless the 
State complies with the "responses 
to constraints." 

• 
OPTION 6 

State Ownership 
Private Management 

• Obtains a private letter IRS 
ruling confirming the 
continuing tax exempt status. 

• After completing one of the 
above options, the State can 
then relieve itself of the 
obligations and covenants under 
the Bond Documents by 
escrowing funds sufficient to call 
and pay the bonds at the first 
prepayment date. 

Effects 

• Certain management contracts 
can be entered into with no 
effect on the bonds and bond 
documents, but certain contracts 
going beyond the rule would 
have an adverse effect. 



ISSUES 

10. What is the effect of 
this option on the 
status of the tax 
exempt bonds used 
to finance Parts I 
and II of the 
network? 

Does this option 
result in a violation 
of any provisions of 
the bond 
documents? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 
(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Selected leases to private 
users for purposes of tax 
exemption has the same 
effect as a sale. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds 
may not be prepaid until 
their first option date 
(July 1, 2002 with 
respect to the 1992 
bonds, and July 1, 2003 
with respect to the 1993 
bonds). 

• For this reason, the State 
may not take any action 
which would adversely 
affect the tax exemption 
of the bonds until the 
first prepayment date. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• For the purposes of tax 
exemption, a lease of 
excess capacity is the 
same as a sale. 

• As the State would be 
eliminating a segment of 
the general public (those 
in areas already served 
by private utilities), such 
an arrangement would 
violate the General 
Public Use Exception and 
could affect the 
taxability of the bonds. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds 
may not be prepaid until 
their first option date 
(July 1, 2002 with 
respect to the 1992 
bonds, and July 1, 2003 
with respect to the 1993 
bonds). 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• This option provides no 
change in the use of the 
network. The present 
network configuration 
and use complies with 
bond documents and IRS 
regulations. 

Constraints 

• There would be no 
constraints other than 
present arrangements. 

Effects 

• The legality of the bonds 
and compliance with 
their terms would not be 
affected . 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• If the State desires to 
widen the permitted 
users to the network, it 
must do so in a manner 
that will not affect the 
tax exempt status of the 
bonds, or it must pay off 
the bonds. 

• If private non-exempt 
users are permitted so 
that their use is more 
than 10% of the ICN, 
that use must be the 
same as for members of 
the general public (i.e. 
the IRS General Public 
Exception must be 
complied with). In 
effect, the network 
would become a public 
utility. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• A private lease of the 
network would result in 
such an adverse effect 
on the tax exempt 
status, therefore such 
could not be done until 
the first prepayment 
date. 

Constraints 

• The leasing of excess 
capacity to private users 
as members of the 
general public would not 
affect the tax exemption 
if in compliance with the 
General Public Use 
Exception. (see 
Discussion Paper II) 

• The State must set rates 
for the lease. The lease 
may not be awarded 
through an auction. 

Response to Constraints 

• The State must comply 
with the General Public 
Use Exception by having 
the network open to all 
(see Discussion Paper II), 
OR 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• For this reason, the State 
may not take any act ion 
which would adversely 
affect the tax exemption 
of the bonds until their 
first prepayment date. 

• A restricted private lease 
would result in such an 
adverse effect on the tax 
exempt status, therefore 
such could not be done 
until their first 
prepayment date. 

Constraints 

• As the State would be 
eliminating a segment of 
the general public (those 
in areas already served 
by private utilities), such 
an arrangement would 
violate the General 
Public Use Exception. 
(see Discussion Paper II) 

Responses to Constraints 

• This option is prohibited 
before the first 
prepayment date, unless 
the State: 

• Pays the bonds and 
comes within the Five­
Year Safe Haven 
(1998), OR 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• By the terms of the Bond 
Documents, the bonds 
may not be prepaid until 
their first option date 
(July 1, 2002 with 
respect to the 1992 
bonds, and July 1, 2003 
with respect to the 1993 
bonds). 

• For this reason, the State 
may not take any act ion 
which would adversely 
affect the tax exemption 
of the bonds until their 
first prepayment date. 

Constraints 

• If private non-exempt 
users are permitted so 
that their use is more 
than 10 % of the ICN, 
that use must be the 
same as for members of 
the general public (i. e. 
IRS General Public Use 
Exception must be 
complied w ith). In 
effect, the network 
would be a publ ic utility. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Unless the State 
complies with the 
General Public Use 
Exception, this option 
will be the same as a 
sale. 

• This option is prohibited 
before the first 
prepayment date, unless 
the State: 

• Pays the bonds and 
comes within the Five­
Year Safe Haven 
(1998), OR 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the bonds at the fi~t 
prepayment date. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the bonds at the first 
prepayment date. 

Effects 

• The legality of the bonds 
and compliance with 
their terms would not be 
affected, so long as the 
State complies with the 
"responses to 
constraints." 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Response to Constraints 

• The State must comply 
with the General Public 
Use Exception by having 
the network open to all 
(see Discussion Paper II), 
OR 

• This option is prohibited 
before the first 
prepayment date, unless 
the State: 

• Pays the bonds and 
comes within the Five­
Year Safe Haven 
(1998), OR 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the bonds at the first 
prepayment date. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Effects 

• Properly structured, the 
State shou ld be able to 
open the network on an 
equal opportun ity basis 
to all members of the 
general public with no 
effect on the tax 
exemption , bond 
documents, or security 
or credit ratings of the 
State as a general utility. 

• Other selective 
arrangements could be 
made, but the State 
would have to comply 
with the items above in 
" responses to 
constraints. " 

• The legality of the bonds 
and compliance with 
their terms would not be 
affected, so long as the 
State complies with the 
"responses to 
constraints." 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Effects 

• The network must be 
operated as a public 
utility consistent with 
the use by the General 
Public Use Exception. 



• • 



ISSUES 

11. Would the State's 
credit rating be 
adversely affected by 
this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(In Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Constraints 

• As long as the State complies with 
the "responses to constraints" in 
Issue 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Constraints 

• As long as the State complies with 
the "responses to constraints " in 
Issue 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating. 

OPTION 3 
Sale of 

Excess Network Capacity 

Constraints 

• This option will not affect the 
security and revenues pledged to 
the bonds. 

• This option will not affect the 
State's credit rating. 



ISSUES 

11. Would the State's 
credit rating be 
adversely affected 
by this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Creation of a public-private 
entity, and the transfer of 
ownership and benefits of 
ownership to the entity, would 
have the same effect as the sale 
of the network. 

• As long as the State complies 
with the "responses to 
constraints" in Issue 10, there is 
no effect on the security and 
revenues pledged to the bonds. 

• If the State properly executes its 
responses in Issue 10, there will 
be no effect on the State's credit 
rating. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• A lease to a private operator who 
assumes the risks and benefits of 
ownership would have the same 
effect as the sale of the network. 

• As long as the State complies with 
the "responses to constraints" in 
lssu e 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating . 

• 
OPTION 6 

State Ownership 
Private Management 

Constraints 

• This option will not affect the 
security and revenues pledged to 
the bonds. 

• This option will not affect the 
State's credit rating if the State 
complies with the "responses to 
constraints" in Issue 10. 



ISSUES 

11 . Would the State's 
credit rating be 
adversely affected 
by this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Constraints 

• The State's credit rating 
would not be affected, if 
the State complies with 
the "responses to 
constraints" listed in 
Issue 10. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected, if the State 
complies wit the 
"responses to 
constraints" listed in 
Issue 10. 



• • 



ISSUES 

12. What are the 
positive & negative 
impacts of this 
option on the ability 
of authorized users 
to affordably access 
telecommunications 
technology? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• State no longer involved in 
telecommunications planning for 
authorized users, and buyer is 
under no obligation to make such 
accommodations. 

• User responsible for planning and 
funding telecommunications 
activities. 

• ICN backbone continues to be 
available statewide, but use rates 
may not be affordable for 
authorized users. 

Effects 

• Authorized users may not able to 
affordably access the network. 

• Sale would eliminate all state 
funding for the system and access 
to the system. 

• Authorized users that can afford to 
access the network could compete 
with the general public for capacity 
(h igher profit markets may receive 
prioritization) . 

• Authorized users may not be able 
to affordably access capacity in the 
short term. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• Contract needs to be very clearly 
defined to ensure the State 's 
commitment to authorized users is 
maintained. 

• State will need to specify current 
and project future capacity needs 
in order to properly define the sale 
contract. 

• Authorized user rates would be 
subsidized either by the State or 
the buyer. 

• Buyer subsidies may create greater 
user comfort, because they are not 
reliant on state appropriations. 
However, this could devalue the 
network and reduce buyer interest. 

• State may lose flexibility in 
responding to authorized user 
needs. 

• The private sector may be more 
innovative and efficient in 
responding to authorized user 
needs. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• State retains control over the 
pol icy and future of its portion of 
the ICN. 

• State may receive a marketplace 
rate of return for part of the 
network, which can be reinvested 
into the system. 

• State continues to be flexible in 
responding to authorized user 
needs. 

• Access to the network and 
scheduling would not conflict with 
new users, since private portion is 
operated separately. 

Effects 

• Authorized user rates remain 
affordable. 

• State would continue to provide 
funding for the system and, in 
some cases, access to the system. 

• Revenues from the sale of excess 
capacity could benefit authorized 
users, if reinvested into the 
system. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• Rural schools and communities may 
not be able to access technology as 
easily or affordably as their urban 
counterparts. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• A specified bandwidth could be 
set-aside by the buyer to be used 
and managed by the State or 
authorized user groups. This 
reservation would ensure the 
priority status of current users and 
eliminate potential schedul ing 
conflicts with the general public. 

Effects 

• Authorized user rates remain 
affordable. 

• If the sale is state-subsidized, the 
State would fund all authorized 
users' access to the system, but not 
the system itself. 

• If the sale is buyer-subsidized, the 
State would no longer fund access 
to the system or the system itself. 

• Rural schools and communities are 
able to access the network as 
affordably as their urban 
counterparts. 

OPTION 3 
Sale of 

Excess Network Capacity 

• Rural schools and commun it ies are 
able to access network as 
affordably as their urban 
counterparts. 



ISSUES 

12. What are the 
positive & negative 
impacts of this 
option on the ability 
of authorized users 
to affordably access 
telecommunications 
technology? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• State could receive a market 
place rate of return for part of 
the network, which could be 
reinvested into the system. 

• State could lose flexibility in 
responding to authorized user 
needs. 

• State and private interests would 
need to be balanced to eliminate 

OPTION 5 
State Ownership 

Private Operations 

Considerations 

• State would need to specify current 
and project future capacity needs. 

• State could lose flexibility in 
responding to authorized user 
needs. 

• A poor operator could devalue the 
state-owned system and provide 
poor user service. 

or reduce the potential for • 
conflict of interest. 

State representation or oversight 
may be necessary to ensure that 
State goals and user needs are met. 

• State would need to specify 
current and project future Effects 
capacity needs. 

• Scheduling and access conflicts 
could arise between new and 
authorized users. 

Effects 

• Authorized user rates would 
remain affordable. 
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• Authorized user rates remain 
affordable, but the private 
operations contract could eliminate 
the need for state funding. 

• Rural schools and communities are 
able to access the network as 
affordably as their urban 
counterparts. 

• Authorized users may compete 
with new users for capacity and in 
scheduling (profit centers could 
receive priority status). 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Authorized users do not benefit 
from revenues generated by 
private use of the network. 

• State continues to be flexible in 
responding to authorized user 
needs. 

• User base is not expanded, so 
private-public conflicts over 
access will not be an issue. 

• The network may be perceived as 
more efficient if managed 
privately. 

• The private manager should be 
selected competitively. This 
competition could help achieve 
top management efficiency and 
service. 

Effects 

• Authorized user rates remain 
affordable. 

• State would continue to provide 
funding for both the system and, 
in some cases, access to the 
system. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• This option could reduce reliance 

on state appropriations, but the 
State would probably continue to 
provide funding for the system 
and, in some cases, access to the 
system. 

• Revenues from private use could 
benefit authorized users if 
reinvested into the system. 

• Rural schools and communities 
are able to access the network as 
affordably as their urban 
counterparts. 

• Authorized users may compete 
with new users for capacity and 
in scheduling (profit centers 
could receive priority status) . 

103 

OPTION 5 
State Ownership 

Private Operations 

• 
OPTION 6 

State Ownership 
Private Management 

• Rural schools and communities 
are able to access network as 
affordably as their urban 
counterparts. 



ISSUES 

12. What are the 
positive & negative 
impacts of this 
option on the ability 
of authorized users 
to affordably access 
telecommunications 
technology? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• State could receive a • 
market place rate of 
return for part of the 
network, which could be 
reinvested into the 
system. 

Authorized users do not 
benefit from revenues 
generated from private 
use of the network. 

State could receive a • 
market place rate of 
return for part of the 
network, which could be 
reinvested into the 
system. • St.ate continues to be 

flexible in responding to 
authorized user needs. • State continues to be 

flexible in responding to 
authorized user needs. 

• Access to the network 
and scheduling will not 
conflict with new users, 
since leased portion is 
operated separately. 

Effects 

• Authorized user rates 
remain affordable. 

• The State would 
continue to fund the 
system and, in some 
cases, access to the 
system. 

• Revenues from the 
private lease(s) could 
benefit authorized users 
if reinvested into the 
system. 

• State continues to be 
flexible in responding to 
authorized user needs. 

• Access to the network 
and scheduling will not 
conflict with new users, 
since leased portion is 
operated separately. 

Effects 

• Authorized user rates 
remain affordable. 

• The State would 
continue to fund the 
system and, in some 
cases, access to the 
system. 

• Revenues from the 
private lease(s) could 
benefit authorized users 
if reinvested into the 
system. 
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• Authorized users 
continue to receive 
priority status in 
scheduling access to the 
network. 

Effects 

• Authorized user rates 
remain affordable. 

• The State would 
continue to fund the 
system and, in some 
cases, access to the 
system. 

• Rural schools and 
communit ies are able to 
access the network as 
affordably as their urban 
counterparts. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• This option may be 
under regulation of the 
Iowa Utilities Board, who 
must first approve the 
preferential rates given 
to authorized users. It is 
likely that they will, but 
if they do not, 
authorized user rates 
would increase. 

• State would need to 
project future capacity 
needs for authorized 
users and all new users. 

• Authorized user capacity 
and scheduling should 
be separated from the 
rest of the network. 
This would prevent 
private use from 
conflicting with 
authorized user access, 
and would guarantee 
the priority status of 
authorized users. 

Effects 

• Authorized user rates 
remain affordable. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Rural schools and 
communit ies are able to 
access the network as 
affordably as their urban 
counterparts. 

• Authorized users would 
continue to receive 
priority status in 
scheduling. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Rural schools and 
communities are able to 
access the network as 
affordably as their urban 
counterparts. 

• Authorized users would 
continue to receive 
priority status in 
scheduling. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• Authorized users would 
continue to receive 
priority status in 
scheduling. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• If the IUB rules against 
preferential rates for 
authorized users, the 
State would need to 
meet the assurance for 
affordable rates in some 
other way (i.e. a 
separate appropriation) . 

• Rural schools and 
communities are able to 
access the network as 
affordably as their urban 
counterparts. 

• Revenues from 
expanded use of the 
network could directly 
benefit authorized users 
if reinvested into the 
system. 

• Authorized users may no 
longer receive priority 
status in scheduling. 



• 



ISSUES 

13. What are the 
positive & negative 
impacts of this 
option on the 
State's ability to 
retain long-term 
capacity sufficient to 
meet the present 
and future needs of 
authorized users? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• State would not be involved in 
retaining capacity for authorized 
users. 

• ICN backbone continues to reach 
into all 99 Iowa counties, but access 
to the technology may be cost­
prohibitive. 

Effects 

• Authorized users would need to 
make their own arrangements with 
the private owner. These 
independent arrangements could 
address these capacity issues on an 
individual basis. 

• Authorized users would probably 
not be able to access capacity at 
current rates in the short term. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The State would need to specify in 
the sale contract the capacity to be 
reserved for authorized users. This 
may or may not include growth 
factors. 

• State will need to specify current 
and project future capacity needs 
in order to properly define the sale 
contract. 

Effects 

• Authorized users could be assured 
access to capacity sufficient to 
meet their current and future 
needs if the State specifies this in 
the sale contract and is able to 
accurately forecast future needs. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The State retains control of the 
network hardware and therefore 
has the option to continue the 
expansion of capacity for 
authorized users. 

• Future capacity of authorized 
users can be met by the State 
under this option. 

• Revenues generated from sale 
could be used to improve the 
capacity and technology of the 
state-owned portion of the 
network. 

Effects 

• Authorized users would be 
assured access to capacity 
sufficient to meet their current 
and future needs if it remains a 
state priority 



ISSUES 

13. Whatarethe 
positive & negative 
impacts of this 
option on the 
state's ability to 
retain long-term 
capacity sufficient to 
meet the present 
and future needs of 
authorized users? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The new entity's charter needs to 
address reserved capacity for 
authorized users. 

• If capacity is not reserved, 
authorized users may compete 
with new users for capacity on 
the network. 

• The State would need to project 
future capacity needs in order to 
properly define the new entity's 
obligations. Current capacity 
needs can be measured. 

• Without a common purpose, the 
State and private industry could 
be in conflict, making authorized 
user access to sufficient capacity 
difficult. 

Effects 

• Authorized users would be 
assured access to capacity 
sufficient to meet their current 
and future needs if the entity 
establishes a common purpose, 
or the State reserves the capacity 
and is able to accurately forecast 
future needs. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• The operations contract should 
address reserved capacity for 
authorized users. 

• If capacity is not reserved, 
authorized users may compete with 
new users for capacity on the 
network. 

• The State would need to project 
future capacity needs in order to 
properly define the operations 
contract. Current capacity needs 
can be measured. 

• This option allows the State to set 
the policy concerning service to ICN 
users. 

Effects 

• Authorized users would be assured 
access to capacity sufficient to 
meet their current and future 
needs if the State reserves the 
capacity in the contractual 
agreement and is able to accurately 
forecast future needs. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Because it retains control of the 
network hardware, the State has 
the option to continue 
expanding capacity for 
authorized users. 

• The State would have the ability 
to meet the present and future 
needs of authorized users 
through additional investment in 
the ICN. 

• Because this option does not 
expand the user base, 
authorized user groups would 
not compete with new users for 
capacity on the system. 

• This option addresses 
management. The real issue is 
not administrative costs, but 
rather the underlying costs of th_e 
infrastructure which are not met 
by the current fee structure. 

Effects 

• Authorized users would be 
assured access to capacity 
sufficient to meet their current 
and future needs if it remains a 
state priority. 



ISSUES 

13. What are the 
positive & negative 
impacts of this 
option on the state's 
ability to retain 
long-term capacity 
sufficient to meet 
the present and 
future needs of 
authorized users? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Because it retains control 
of the network 
hardware, the State has 
the option to continue 
expanding capacity for 
authorized users. 

• The State will be able to 
retain long-term 
capacity sufficient to 
meet the present and 
future needs of 
authorized users. 

• Revenues generated 
from private leases could 
be used to expand 
capacity and improve 
the technology of the 
network. 

• Authorized users would 
not have to compete 
with the lessee(s) for 
capacity. 

Effects 

• Autho rized users would 
be assured access to 
capacity sufficient to 
meet current and future 
needs if it remains a 
state priority. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• Because it retains control 
of the network 
hardware, the State has 
the option to continue 
expanding capacity for 
authorized users. 

• The State will be able to 
retain long-term 
capacity sufficient to 
meet the present and 
future needs of 
authorized users. 

• Revenues generated 
from private leases could 
be used to expand 
capacity and improve 
the technology of the 
network. 

• Authorized users would 
not have to compete 
with the lessee(s) for 
capacity. 

Effects 

• Authorized users would 
be assured access to 
capacity sufficient to 
meet current and future 
needs if it remains a 
state priority. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Because it retains control 
of the network 
hardware, the State has 
the option to continue 
expanding capacity for 
authorized users. 

• The State will be able to 
retain long-term 
capacity sufficient to 
meet the present and 
future needs of 
authorized users. 

• Because this option does 
not expand the user 
base, authorized users 
would not have to 
compete with other 
users for capacity. 

• The State may not be 
willing to invest in 
technology upgrades. 

Effects 

• Authorized users would 
be assured access to 
capacity sufficient to 
meet current and future 
needs if it remains a 
state priority. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• Because it retains control 
of the network 
hardware, the State has 
the option to continue 
expanding capacity for 
authorized users. 

• The State will be able to 
retain long-term 
capacity sufficient to 
meet the present and 
future needs of 
authorized users. 

• Revenues generated 
from private leases could 
be used to expand 
capacity and improve 
the technology of the 
network. 

• If capacity is not 
reserved, authorized 
users may compete with 
the new users for 
capacity on the network. 

• To reserve capacity, the 
State would need to 
project future capacity 
needs . 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

Effects 

• Authorized users would 
be assured access to 
capacity sufficient to 
meet current and future 
needs if it remains a 
state priority or the State 
reserves the capacity and 
is able to accurately 
forecast future needs. 
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ISSUES 

14. What are the 
positive & negative 
impacts of this 
option on Part Ill 
users, particularly as 
it relates to rates, 
research, capacity 
and scheduling? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• State would no longer be involved 
in funding or providing educational 
telecommunications. 

• Part Ill users could work directly 
with the private owner to access 
the network. 

• Part Ill users would need to make 
their own telecommunications 
arrangements with the private 
owner or another provider. 

• Most grant awards are not based 

OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• If the sale is state-subsidized, Part 
Ill users would continue to depend 
on the state appropriations 
process. 

• State may lose flexibility in 
responding to the needs of Part Ill 
users. 

• The State needs to clearly define its 
commitment to Part Ill users in the 
sale contract. This includes 
subsidization level, capacity reserve, 
and completion of Part Ill. 

on the exclusive use of the ICN. 
However, the ICN's current low • 
rates make it an attractive conduit 

If the State does not accurately 
forecast future Part Ill needs and 
specify them in the sale contract, 
Part Ill users may not have access to 
the capacity necessary for future 
needs. 

for innovative projects. 

Effects 

• State no longer subsidizes Part Ill 
users, so rates would probably 
increase. Therefore, Part Ill users 
may not be able to affordably 
access the network. 

• Part Ill is not completed by the 
State. 

• While fiber backbone extends to all 
99 counties, there could be a 
disparity between rural and urban 
ease and affordability of access. 
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• As a new user, Part Ill's demand for 
capacity now and in the future will 
be difficult to determine. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

• Part Ill users may no longer be a 
priority on the network. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Part Ill users would probably 
continue to depend on the state 
appropriations process. 

• Revenues from the sale of excess 
capacity could benefit Part Ill users 
if reinvested in the network. 

• State continues to be flexible in 
responding to the needs of Part Ill 
users. 

• Part Ill access to the network and 
scheduling will not conflict with 
new users, since private portion is 
operated separately. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Effects 

• Part Ill use remains affordable and 
continues to be state-subsidized. 

• Rural schools are able to access 
the network as affordably as their 
urban counterparts. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

OPTION 2 
Sale of Network 

(With Assurances) 

• Part Ill access and scheduling could Effects 
conflict with other users and Part Ill 
users may no longer be a priority • Part Ill use remains affordable and 
on the private network. continues to be subsidized. 

• Part Ill users that can afford to 
access the network may compete 
with the general public for access 
(profit centers could receive priority 
status). 
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• Rural schools are able to access the 
network as affordably as their 
urban counterparts. 

• The State continues to provide 
equal educational communications 
opportunities to all Iowans, 
regardless of their rural or urban 
location. 

• If the State does not accurately 
forecast future needs, Part Ill users 
may be forced to compete with 
other authorized users for capacity. 

• Unless the State operates the 
reserved capacity separately from 
the private network, Part Ill access 
and scheduling may conflict with 
new users. 

OPTION 3 
Sale of 

Excess Network Capacity 

• Because Part Ill users would 
continue to receive priority status, 
scheduling classes and activities 
would not be affected. 



ISSUES 

14. What are the 
positive & negative 
impacts of this 
option on Part Ill 
users, particularly as 
it relates to rates, 
research, capacity 
and scheduling? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 
OPTION 5 

State Ownership 
Private Operations 

Considerations 

• Part Ill users may continue to • Part Ill users may continue to 
depend on the state appropriations 
process. 

depend on the state 
appropriations process. 

• Revenues generated from private 
use of the network could benefit 
Part Ill users if reinvested in the 
system. 

• State may lose flexibility in 
responding to the needs of Part 
Ill users. 

• Part Ill user needs may be 
overlooked if careful 
consideration is not given to the 
balance of public-private 
interests within this new entity. 

• This option may take away local 
and regional control of Part Ill 
scheduling. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive 
conduit for innovative projects. 
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• State would need to specify current 
and project future Part Ill needs, 
which is difficult because they are 
new users. 

• State may lose flexibility in 
responding to the needs of Part Ill 
users. 

• A poor operator could devalue the 
state-owned system and provide 
poor service to Part Ill users. 

• This option may take away local 
and regional control of Part Ill 
scheduling. 

• State oversight could help ensure 
that Part Ill user needs are met. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Part Ill users would continue to 
depend on state appropriations 
process. 

• State continues to be flexible in 
responding to Part Ill user needs. 

• This option may restructure Part 
Ill scheduling and could take 
away local and regional control. 

• User base is not expanded, so 
Part Ill users will not have to 
compete with other users for 
access to the network. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive 
conduit for innovative projects. 

Effects 

• Part Ill user rates remain 
affordable and continue to be 
state-subsidized. 

• Rural schools are able to access 
the network as affordably as 
their urban counterparts. 



ISSUES Reference 
Materials 

Effects 

OPTION 4 
Private/Public 

Ownership 

• 

• Part Il l user rates remain 
affordable, and could continue 
to be state-subsidized. 

• Rural schools are able to access 
the network as affordably as 
their urban counterparts. 

• Part Ill users may compete with 
new users for access to the 
network (profit centers could 
receive priority status) . 

• Part Ill scheduling could become 
competitive on f irst-come, first­
serve basis. 
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Effects 

OPTION 5 
State Ownership 

Private Operations 

• Part Ill user rates remain 
affordable, but may no longer be 
state-subsidized, 

• Private operations contract could 
reduce or eliminate state subsidies 
for Part Ill user rates. 

• Rural schools are able to access the 
network as affordably as their 
urban counterparts. 

• Part Ill users may compete with 
new users for access to the 
network (profit centers could 
receive priority status) . 

• Part Ill users may be concerned that 
their needs are secondary to profit 
motivations. 

• Part Ill scheduling cou ld become 
competit ive on first-come, first­
serve basis. 

• 
OPTION 6 

State Ownership 
Private Management 

• Part Il l scheduling would 
probably not be affected. 



ISSUES 

14. What are the 
positive & negative 
impacts of this 
option on Part Ill 
users, particularly as 
it relates to rates, 
research, capacity 
and scheduling? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Part Ill users continue to 
depend on the state 
appropriations process. 

• Revenues from private 
lease could benefit Part 
Ill users if reinvested into 
the system. 

• State continues to be 
flexible in responding to 
Part Ill user needs. 

• Part Ill users continue to 
receive priority status in 
scheduling access to the 
network. 

• Access to the network 
and scheduling will not 
conflict with new users, 
since leased portion is 
operated independently. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• Part Ill users continue to 
depend on the state 
appropriations process. 

• Revenues from private 
lease could benefit Part 
Ill users if reinvested into 
the system. 

• State continues to be 
flexible in responding to 
Part Ill user needs. 

• Part Ill users continue to 
receive priority status in 
scheduling access to the 
network. 

• Access to the network 
and scheduling will not 
conflict with new users, 
since leased portion is 
operated independently. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Part Ill users continue to 
depend on the state 
appropriations process. 

• State continues to be 
flexible in responding to 
Part Ill user needs. 

• Part Ill users continue to 
receive priority status in 
scheduling access to the 
network. 

• User base is not 
expanded, so Part Ill 
users will not have to 
compete with other 
users in scheduling. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Effects 

• Part Ill user rates remain 
affordable and continue 
to be state-subsidized. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• Part Ill users may no 
longer depend on the 
state appropriations 
process. 

• Revenues from private 
lease could benefit Part 
Ill users if reinvested into 
the system. 

• State may continue to be 
flexible in responding to 
Part Ill user needs. 

• If the Iowa Utilities 
Board refuses to allow 
preferential treatment 
to Part Ill users, rates 
could increase. 

• State would need to 
project the future 
capacity needs of Part Ill 
users. 

• As a new user, Part Ill's 
demand for capacity 
now and in the future 
will be difficult to 
determine. 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

Effects Effects • Rural schools are able to • Part Ill users could retain 
access the network as priority scheduling 

• Part Ill user rates remain • Part Ill user rates remain affordably as their urban status, if capacity is 
affordable and continue affordable and continue counterparts. operated separately. 
to be state-subsidized. to be state-subsidized. 

• Part Ill scheduling would • Most grant awards are 

• Rural schools are able to • Rural schools are able to not be affected. not based on the 
access the network as access the network as exclusive use of the ICN. 
affordably as their urban affordably as their urban However, the ICN's 
counterparts. counterparts. current low rates make it 

an attractive conduit for 

• Part Ill scheduling would • Part Ill scheduling would innovative projects. 
not be affected. not be affected. 

Effects 

• Part Ill user rates remain 
affordable. 

• If the IUB rules against 
the preferential rates for 
Part Ill users, the State 
would need to meet 
assurances in another 
way (i.e. additional 
appropriation). 

• Rural schools are able to 
access the network as 
affordably as their urban 
counterparts. 

• If scheduling and 
capacity is separated 
from general public use, 
Part Ill scheduling could 
be unaffected. 
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• • 



ISSUES 

15. What are the 
positive & negative 
impacts of this 
option on 
telemedicine users? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• Current and potential telemedicine 
users identify eight critical factors 
in their use of fiber optic 
technology. The status of these 
factors under this option is 
analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics may 
not be assured access to fiber optic 
technology at the current rates. 

Capacity 

• Telemedicine users may not have 
access to adequate ICN capacity to 
meet future needs. 

• As users become more experienced 
with telemedicine, the need for 
capacity will increase greatly. 

• As HCFA and the insurance industry 
improve reimbursement policies for 
telemedicine services, fiber optic 
technology use will increase and 
sufficient capacity may not be 
available. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• Current and potential telemedicine 
users identify eight critical factors 
in their use of fiber optic 
technology. The status of these 
factors under this option is 
analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics may 
be assured access to the private 
network at the current rates. 

• The State may need to define 
affordable in the sale contract, and 
that definition may differ from the 
telemedicine user's perception of 
affordable. 

Capacity 

• Telemedicine users may not have 
access to adequate ICN capacity to 
meet future needs. 

• As users become more experienced 
with telemedicine, the need for 
capacity will increase greatly. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Current and potential 
telemedicine users identify eight 
critical factors in their use of fiber 
optic technology. The status of 
these factors under this option is 
analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics may 
be assured access to the ICN at 
current rates. 

Capacity 

• Telemedicine users would 
probably have access to adequate 
ICN capacity to meet future needs. 

• As users become more 
experienced with telemedicine, 
the need for capacity will increase 
greatly. 

• As HCFA and the insurance 
industry improve reimbursement 
policies for telemedicine services, 
fiber optic technology use will 
increase and sufficient capacity 
may not be available. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Emergency Access 

• Telemedicine users may not have 
the ability to instantly access the 
network (an ability which is critical 
during emergencies). 

Equity of Access 

• Rural hospitals and clinics would 
probably not be treated equally in 
rate determination, capacity 
availability, and technology. 

Research Focus 

• Research focus is uncertain. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Network Coordination 

• ICN could be operated, scheduled, 
and maintained by separate 
entities. 

• There could be confusion over who 
is responsible for the various 
aspects of the network. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• As HCFA and the insurance industry 
improve reimbursement pol icies for 
telemedicine services, fiber opt ic 
technology use will increase and 
sufficient capacity may not be 
available. 

Emergency Access 

• Telemedicine users would retain 
the abi lity to instantly access the 
network (an ability which is critical 
during emergencies). 

Equity of Access 

• Rural and urban hospitals and 
clinics alike would probably be 
treated equally in rate 
determination, capacity availability, 
and technology. 

Research Focus 

• Research focus is uncertain. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Network Coordination 

• ICN could be operated, scheduled, 
and maintained by separate 
entities. 

OPTION 3 
Sale of 

Excess Network Capacity 

• As HCFA and the insurance 
industry improve reimbursement 
policies for telemedicine services, 
fiber optic technology use will 
increase and sufficient capacity 
may not be available. 

Emergency Access 

• Telemedicine users would retain 
the ability to instantly access the 
network (an ability which is critical 
during emergencies). 

Equity of Access 

• Rural and urban hospitals and 
clinics alike would probably be 
treated equally in rate 
determination , capac ity 
availability, and technology. 

Research Focus 

• Research focus is probably 
maintained. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled, and maintained by a 
single entity. 



• 
ISSUES Reference 

Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• The ICN has been unique in that 

telemedicine users found it 
necessary to cooperate in the 
development of uniform standards 
and protocols, and all users are 
using the same technology. Th is 
cooperation could disintegrate and 
result in the development of a 
number of smaller, proprietary 
networks which may not be 
accessible to all potential users. 

Involvement in Political Process 

• Telemedicine users are removed 
from the political environment. 

Confidentiality Assurance 

• Medical records and consultations 
carried over fiber are confidential. 
State may need to establish 
regulations or laws pertaining to 
telemedicine confidentiality. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• There could be confusion over who 
is responsible for the various 
aspects of the network. 

• The ICN has been unique in that 
telemedicine users found it 
necessary to cooperate in the 
development of uniform standards 
and protocols, and all users are 
using the same technology. This 
cooperation could disintegrate and 
result in the development of a 
number of smaller, proprietary 
networks which may not be 
accessible to all potential users. 

Involvement in Political Process 

• Telemedicine users may no longer 
depend on the State for capacity 
and rate decisions, removing them 
from the political environment. 

Confidentiality Assurance 

• Medical records and consultations 
carried over fiber are confidential. 
State may need to establish 
regulations or laws pertaining to 
telemedicine confidentiality. 

OPTION 3 
Sale of 

Excess Network Capacity 

• There would be no confusion over 
who is responsible for the various 
aspects of the network. 

Involvement in Political Process 

• Telemedicine users depend on the 
State for capacity and rate 
decisions, and continue to be in 
the political environment. 

Confidentiality Assurance 

• Medical records and consultations 
carried over fiber are confidential. 
State may need to establish 
regulations or laws pertaining to 
telemedicine confidentiality. 



ISSUES 

15. What are the 
positive & negative 
impacts of this 
option on 
telemedicine users? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

Current and potential telemedicine 
users identify eight critical factors in 
their use of fiber optic technology. 
The status of these factors under this 
option is analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics 
may be assured access to the ICN 
at current rates. 

Capacity 

• Access to capacity sufficient to 
meet future telemedicine needs 
is uncertain. 

• As users become more 
experienced with telemedicine, 
the need for capacity will 
increase greatly. 

• As HCFA and the insurance 
industry improve reimbursement 
policies for telemedicine services, 
fiber optic technology use will 
increase and sufficient capacity 
may not be available. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

Current and potential telemedicine 
users identify eight critical factors in 
their use of fiber optic technology. The 
status of these factors under this 
option is analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics may 
be assured access to the ICN at 
current rates. 

Capacity 

• Access to capacity sufficient to 
meet future telemedicine needs is 
uncertain. 

• As users become more experienced 
with telemedicine, the need for 
capacity will increase greatly. 

• As HCFA and the insurance industry 
improve reimbursement policies for 
telemedicine services, fiber optic 
technology use will increase and 
sufficient capacity may not be 
available. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

Current and potential telemedicine 
users identify eight critical factors in 
their use of fiber optic technology. 
The status of these factors under this 
option is analyzed below. 

Effects 

Usage Rates 

• Hospitals and physician clinics 
may be assured access to the ICN 
at current rates. 

Capacity 

• Access to capacity sufficient to 
meet future telemedicine needs 
is uncertain. 

• As users become more 
experienced with telemedicine, 
the need for capacity will 
increase greatly. 

• As HCFA and the insurance 
industry improve reimbursement 
policies for telemedicine services, 
fiber optic technology use will 
increase and sufficient capacity 
may not be available. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Emergency Access 

• 
• Telemedicine users would retain 

the ability to instantly access the 
network (an ability which is 
critical during emergencies). 

Equity of Access 

• Rural and urban hospitals and 
clinics alike would probably be 
treated equally in rate 
determination, capacity 
availability, and technology. 

Research Focus 

• The ICN's research focus would 
probably be maintained. 

• Private-public partnerships 
attract grant funds, maintaining 
Iowa's status as a test bed for 
new research. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's low rates 
make it an attractive conduit for 
these innovative projects. 

Network Coordination 

• ICN would probably be operated, 
scheduled, and maintained by a 
single entity. 
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OPTION 5 
State Ownership 

Private Operations 

Emergency Access 

• Telemedicine users would retain 
the ability to instantly access the 
network (an ability which is critical 
during emergencies). 

Equity of Access 

• Rural and urban hospitals and 
clinics would probably be treated 
equally in rate determination, 
capacity, availability, and 
technology. 

Research Focus 

• The ICN's research focus would 
probably be maintained. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects 

Network Coordination 

• ICN would be operated, scheduled, 
and maintained by a single entity. 

• There would be no confusion over 
who is responsible for the various 
aspects of the network. 

• 
OPTION 6 

State Ownership 
Private Management 

Emergency Access 

• Telemedicine users would retain 
the ability to instantly access the 
network (an ability which is 
critical during emergencies). 

Equity of Access 

• Rural and urban hospitals and 
clinics alike would probably be 
treated equally in rate 
determination, capacity 
availability, and technology. 

Research Focus 

• The ICN's research focus would 
probably be maintained. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive 
conduit for innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled, and maintained by a 
single entity. 

• There would be no confusion 
over who is responsible for the 
various aspects of the network. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• There would be no confusion 

over who is responsible for the 
various aspects of the network. 

Involvement in Political Process 

• Telemedicine users depend on 
the State for capacity and rate 
decisions, and continue to be in 
the political environment. 

Confidentiality Assurance 

• Medical records and 
consultations carried over fiber 
are confidential. State may need 
to establish regulations or laws 
pertaining to telemedicine 
confidentiality. 
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OPTION 5 
State Ownership 

Private Operations 

Involvement in Political Process 

• Telemedicine users depend on the 
State for capacity and rate 
decisions, and continue to be in the 
political environment. 

Confidentiality Assurance 

• Medical records and consultations 
carried over fiber are confidential. 
State may need to establish 
regulations or laws pertaining to 
telemedicine confidentiality. 

• 
OPTION 6 

State Ownership 
Private Management 

Involvement in Political Process 

• Telemedicine users depend on 
the State for capacity and rate 
decisions, and continue to be in 
the political environment. 

Confidentiality Assurance 

• Medical records and 
consultations carried over fiber 
are confidential. The State may 
need to establish regulations or 
laws pertaining to telemedicine 
confidentiality. 



ISSUES 

15. What are the 
positive & negative 
impacts of this 
option on 
telemedicine users? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

Current and potential 
telemedicine users identify 
eight critical factors in their 
use of fiber optic 
technology. The status of 
these factors under this 
option is analyzed below. 

Usage Rates 

• Hospitals and physician 
clinics may be assured 
access to the ICN at 
current rates. 

Capacity 

• Access to ICN capacity 
sufficient to meet future 
needs is uncertain. 

• As telemedicine users 
become more 
experienced with 
telemedicine, the need 
for capacity will increase 
greatly. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

Current and potential 
telemedicine users identify 
eight critical factors in their 
use of fiber optic 
technology. The status of 
these factors under this 
option is analyzed below. 

Usage Rates 

• Hospitals and physician 
clinics may be assured 
access to the ICN at 
current rates. 

Capacity 

• Access to ICN capacity 
sufficient to meet future 
needs is uncertain. 

• As telemedicine users 
become more 
experienced with 
telemedicine, the need 
for capacity will increase 
greatly. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

Current and potential 
telemedicine users identify 
eight critical factors in their 
use of fiber optic 
technology. The status of 
these factors under this 
option is analyzed below. 

Usage Rates 

• Hospitals and physician 
clinics may be assured 
access to the ICN at 
current rates. 

Capacity 

• Access to ICN capacity 
sufficient to meet future 
needs is uncertain. 

• As telemedicine users 
become more 
experienced with 
telemedicine, the need 
for capacity will increase 
greatly. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

Current and potential 
telemedicine users identify 
eight critical factors in their 
use of fiber optic 
technology. The status of 
these factors under this 
option is analyzed below. 

Usage Rates 

• Hospitals and physician 
clinics may be assured 
access to the ICN at 
current rates. 

Capacity 

• Access to ICN capacity 
sufficient to meet future 
needs is uncertain. 

• As telemedicine users 
become more 
experienced with 
telemedicine, the need 
for capacity will increase 
greatly. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• As HCFA and the 
insurance industry 
improve telemedicine 
reimbursement policies, 
fiber optic technology 
use will increase and 
sufficient capacity may 
not be available. 

Emergency Access 

• Telemedicine users 
would retain the ability 
to instantly access the 
network (an ability 
which is critical during 
emergencies). 

Equity of Access 

• Rural and urban 
hospitals and clinics alike 
would probably be 
treated equally in rate 
determination, capacity 
availability, and 
technology. 

Research Focus 

• Research focus would 
probably be maintained. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• As HCFA and the 
insurance industry 
improve telemedicine 
reimbursement policies, 
fiber optic technology 
use will increase and 
sufficient capacity may 
not be available. 

Emergency Access 

• Telemedicine users 
would retain the ability 
to instantly access the 
network (an ability 
which is critical during 
emergencies). 

Equity of Access 

• Rural and urban 
hospitals and clinics alike 
would probably be 
treated equally in rate 
determination, capacity 
availability, and 
technology. 

Research Focus 

• Research focus would 
probably be maintained. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• As HCFA and the 
insurance industry 
improve telemedicine 
reimbursement policies, 
fiber optic technology 
use w ill increase and 
sufficient capacity may 
not be available. 

Emergency Access 

• Telemedicine users 
would retain the ability 
to instantly access the 
network (an ability 
which is critical during 
emergencies). 

Equity of Access 

• Rural and urban 
hospitals and clinics alike 
would probably be 
treated equally in rate 
determination, capacity 
availability, and 
technology. 

Research Focus 

• Research focus would 
probably be maintained. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• As HCFA and the 
insurance industry 
improve telemedicine 
reimbursement policies, 
fiber optic technology 
use will increase and 
sufficient capacity may 
not be available. 

Emergency Access 

• Telemedicine users 
would retain the ability 
to instantly access the 
network (an ability 
which is critical during 
emergencies). 

Equity of Access 

• Rural and urban 
hospitals and clinics alike 
would probably be 
treated equally in rate 
determination, capacity 
availability, and 
technology. 

Research Focus 

• Research focus would 
probably be maintained. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled , and 
maintained by a single 
entity. 

• There would be no 
confusion over who is 
responsible for the 
various aspects of the 
network. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled , and 
maintained by a single 
entity. 

• There would be no 
confusion over who is 
responsible for the 
various aspects of the 
network. 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled, and 
maintained by a single 
entity. 

• There would be no 
confusion over who is 
responsible for the 
various aspects of the 
network. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive condu it for 
innovative projects. 

Network Coordination 

• ICN would be operated, 
scheduled, and 
maintained by a single 
entity. 

• There would be no 
confusion over who is 
responsible for the 
various aspects of the 
network. 

Involvement in Political Involvement in Political Involvement in Political Involvement in Political 
Process 

• Telemedicine users 
depend on the State for 
rate and capacity 
decisions, and continue 
to be in the political 
environment. 

Process 

• Telemedicine users 
depend on the State for 
rate and capacity 
decisions, and continue 
to be in the political 
environment. 
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Process 

• Telemedicine users 
depend on the State for 
rate and capacity 
decisions, and continue 
to be in the political 
environment. 

Process 

• Telemedicine users 
depend on the State for 
rate and capacity 
decisions, and continue 
to be in the political 
environment. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Confidentiality Assurance 

• Medical records and 
consultations carried 
over fiber are 
confidential. The State 
may need to establish 
regulations or laws 
pertaining to 
confidentiality in 
telemedicine. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Confidentiality Assurance 

• Medical records and 
consultations carried 
over fiber are 
confidential. The State 
may need to establish 
regulations or laws 
pertaining to 
confidentiality in 
telemedicine. 

125 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

Confidentiality Assurance 

• Medical records and 
consultations carried 
over fiber are 
confidential. This option 
probably preserves 
confidentiality. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Confidentiality Assurance 

• Medical records and 
consultations carried 
over fiber are 
confidential. This option 
probably preserves 
confidentiality. 



• • 



ISSUES 

16. What are the 
positive & negative 
impacts of this 
option on state 
government users, 
particularly as it 
relates to rates, 
research, capacity, 
and scheduling? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• State agencies would need to work 
directly with private owner to 
access the network, or make other 
arrangements. 

• State agencies could negotiate 
rates for service with the private 
owner, or other providers. 

• Because of size or other 
characteristics, some state agencies 
may be left out of special rate or 
access arrangements. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Effects 

• State government use of the 
network no longer subsidized. 

• State agencies could lose their low­
cost voice and data transmission 
service. 

• State agencies would probably not 
be able to access the network at 
current rates. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• If the sale is state-subsidized, state 
government users would continue 
to depend on state funding. 

• State may lose flexibility in 
responding to state agency user 
needs. 

• State will need to specify the 
current and project the future 
capacity needs in order to properly 
define the sale contract. 

• If the State does not accurately 
forecast state government user 
needs and specify them in the sale 
contract, state government users 
may not have access to the capacity 
necessary to meet future needs. 

• Capacity for state agency use for 
video, voice, and data services 
could be reserved at the current 
rates in the sale contract. 

• A specified bandwidth could be 
set-aside by the buyer to be used 
and managed by the State. This 
reservation could ensure the 
priority status of state government 
users and eliminate potential 
scheduling conflicts with the 
general public. 

• OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Revenues from the sale of excess 
capacity could benefit state 
government users if reinvested 
into the system. 

• State continues to be flexible in 
responding to state government 
user needs. 

• State government access to the 
network and scheduling will not 
conflict with new users, since 
private portion is operated 
separately. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Effects 

• State agency user rates remain 
affordable and continue to be 
subsidized. 

• State agencies would reta in 
current low-cost voice and data 
transmission services, and may 
continue to access the ICN at 
current rates. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• State agencies may have to 
increase education and training 
budgets. 

• State government access and 
scheduling could conflict with 
other users, and state government 
users may no longer be a priority 
on the private network. 

• Because the current rate structures 
are no longer assured, universit ies, 
independent colleges, and other 
state government users may lose 
innovative grant projects and 
research funds. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Effects 

• State agency user rates remain 
affordable and continue to be 
subsidized. 

• State agencies could retain current 
low-cost voice and data 
transmission services, and may 
continue to access the private 
network at current rates. 

• State agencies could continue to 
operate efficiently by the ICN. 

• If the State does not accurately 
forecast future needs, state 
government users may be forced to 
compete with other authorized 
users for capacity and access to the 
private network. 

• Because affordable rates are 
assured, universities, independent 
colleges, and other state 
government users would be able to 
retain innovative grant projects and 
secure research funds. 

OPTION 3 
Sale of 

Excess Network Capacity 

• State agencies cou ld continue to 
operate efficiently by using the 
ICN. 

• State government would continue 
to receive priority status in 
scheduling network use. 

• Because affordable rates are 
assured, universities, independent 
colleges, and other state 
government users would be able 
to retain innovative grant projects 
and secure research funds. 



ISSUES 

16. What are the 
positive & negative 
impacts of this 
option on state 
government users, 
particularly as it 
relates to rates, 
research, capacity, 
and scheduling? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• State government users continue 
to depend on state 
appropriations process. 

• Revenues from private use could 
benefit state government users if 
reinvested in the system. 

• State may lose flexibility in 
responding to the needs of state 
government users. 

• State government user needs 
may be overlooked if careful 
consideration is not given to 
balancing public-private 
interests. 

• State may need to specify current 
and projected capacity needs. 

OPTION 5 
State Ownership 

Private Operations 

Considerations 

• State government users continue to 
depend on state appropriations 
process. 

• Revenues from private use could 
benefit state government users if 
reinvested in the system. 

• State could lose flexibility in 
responding to state government 
needs. 

• State would need to specify current 
and projected state government 
needs. 

• A poor operator could devalue the 
state-owned system, and provide 
poor service to state government 
users. 

• Most grant awards are not based • 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive 
conduit for innovative projects. 

Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive conduit 
for innovative projects. 

Effects 

• State agency user rates remain 
affordable and continue to be 
state-subsidized. 
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Effects 

• State agency user rates remain 
affordable, but may no longer be 
state-subsidized. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• State government users continue 
to depend on state 
appropriations process. 

• State continues to be flexible in 
responding to state government 
user needs. 

• User base is not expanded, so 
state government users will not 
have to compete with other users 
for access and scheduling. 

• Most grant awards are not based 
on the exclusive use of the ICN. 
However, the ICN's current low 
rates make it an attractive 
conduit for innovative projects. 

Effects 

• State government user _rates 
remain affordable and cont inue 
to be state-subsidized. 

• State agencies could reta in 
current low-cost voice and data 
transmission services, and may 
cont inue to access the ICN at 
current rates. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• State agencies could retain 

current low-cost voice and data 
transmission services, and 
continue to access the ICN at 
current rates. 

• Unless reserved or operated 
separately, scheduling and access 
conflicts could occur between 
new and state government users. 

OPTION 5 
State Ownership 

Private Operations 

• The private operations contract 
could eliminate state subsidies for 
state government use. 

• State agencies could retain current 
low-cost voice and data 
transmission services, and may 
continue to access the ICN at 
current rates. 

• State government users may be 
concerned that their needs are 
secondary to profit motivations. 

• Because affordable rates are 
assured, universities, 
independent colleges, and other 
state government users would be • 
able to retain innovative grant 
projects and secure research 
funds. 

Unless reserved or operated 
separately, scheduling and access 
conflicts could occur between new 
and state government users. 
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• Because affordable rates are 
assured, universities, independent 
colleges, and other state 
government users would be able to 
retain innovative grant projects and 
secure research funds. 

• 
OPTION 6 

State Ownership 
Private Management 

• State government users continue 
to receive priority status in 
scheduling network use, so 
scheduing would probably not be 
affected. 

• Because affordable rates are 
assured , universities , 
independent colleges, and other 
state government users would be 
able to retain innovative grant 
projects and secure research 
funds. 



ISSUES 
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16. What are the 
positive & negative 
impacts of this 
option on state 
government users, 
particularly as it 
relates to rates, 
research, capacity, 
and scheduling? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• State government users 
continue to depend on 
state funding. 

• Private revenues may 
benefit state 
government users if 
reinvested into the 
system. 

• State continues to be 
flexible in responding to 
state government user 
needs. 

• State government users 
will continue to have 
priority scheduling 
status. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Effects 

• State government user 
rates remain affordable 
and continue to be 
state-subsidized. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• State government users 
continue to depend on 
state funding. 

• Private revenues may 
benefit state 
government users if 
reinvested into the 
system. 

• State continues to be 
flexible in responding to 
state government user 
needs. 

• State government users 
will coninue have 
priority scheduling 
status. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects . 

Effects 

• State government user 
rates remain affordable 
and continue to be 
state-subsidized. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• State government users 
continue to depend on 
state funding . 

• State continues to be 
flexible in responding to 
state government user 
needs. 

• State government users 
will cont inue to have 
priority scheduling 
status. 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attract ive conduit for 
innovative projects. 

Effects 

• State government user 
rates remain affordable 
and continue to be 
state-subsidized. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• State government users 
may continue to depend 
on state funding. 

• Private revenues may 
benefit state 
government users if 
reinvested into the 
system. 

• State may continue to be 
flexible in responding to 
state government user 
needs. 

• If the Iowa Utilit ies 
Board refuses to allow 
preferential treatment 
to state government 
users, rates could 
increase. 

• State would need to 
project the future 
capacity needs of state 
government users. 

• Unless capacity is 
reserved by the State, 
state government users 
may conflict with new 
users. 



ISSUES Reference 
Materials 

• 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

State agencies could 
retain low-cost voice and 
data transmission 
services, and continue to 
access the ICN at current 
rates. 

• Access to the network 
and scheduling will not 
conflict with new users, 
and should not be 
affected. 

• Because affordable rates 
are assured, universities, 
independent colleges, 
and other state 
government users would 
be able to retain 
innovative grant projects 
and secure research 
funds. 

• 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

State agencies could 
retain low-cost voice and 
data transmission 
services, and continue to 
access the ICN at current 
rates. 

• Access to the network 
and scheduling will not 
conflict with new users, 
and should not be 
affected. 

• Because affordable rates 
are assured, universities, 
independent colleges, 
and other state 
government users would 
be able to retain 
innovative grant projects 
and secure research 
funds. 
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• 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

State agencies could 
retain low-cost voice and 
data transmission 
services, and continue to 
access the ICN at current 
rates. 

• Scheduling for state 
government users will 
not be affected. 

• Because affordable rates 
are assured, universities, 
independent colleges, 
and other state 
government users would 
be able to retain 
innovative grant projects 
and secure research 
funds. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• Most grant awards are 
not based on the 
exclusive use of the ICN. 
However, the ICN's 
current low rates make it 
an attractive conduit for 
innovative projects. 

Effects 

• State government user 
rates remain affordable. 

• State agencies could 
retain low-cost voice and 
data transmission 
services, and continue to 
access the ICN at current 
rates. 

• If capacity is not 
reserved for authorized 
users, state government 
access to the network 
and scheduling could 
conflict with new users 
and affect scheduling. 

• Because affordable rates 
are assured, universities, 
independent colleges, 
and other state 
government users would 
be able to retain 
innovative grant projects 
and secure research 
funds. 



• • 



ISSUES 

17. What are the 
positive & negative 
impacts of this 
option on the 
National Guard? 

Reference 
Materials 

National 
Guard 
Master 

Cooperative 
Agreement 

(in Volume II: 
Supporting 
Materials) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• The National Guard may not be 
guaranteed access to fiber optic 
technology at the current rate 
structure. 

• The National Guard would not 
satisfy the intent on which the 
Community Learning and 
Information Grant was made. The 
Grant makes 57 full motion video 
classrooms available to authorized 
users for distance education and 
other activities, as well as reduces 
reserve unit travel by providing 
video training. 

• The National Guard 's definition of 
"affordable" is not the same as 
private industry. 

• The Guard may not be able to 
affordably access the type of 
technology that it needs - DS/3 
and ATM switching - to continue 
specialized research and training 
activities at affordable rates. (ATM 
will be required for research at 
higher bandwidth levels.) 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The National Guard would be 
assured continued affordable 
access to the private network. 

• The National Guard would not 
satisfy the intent on which the 
Community Learning and 
Information Grant was made. The 
Grant makes 57 full motion video 
classrooms available to authorized 
users for distance education and 
other activities, as well as reduces 
reserve unit travel by providing 
video training. 

• According to a memorandum 
modifying the Master Cooperative 
Agreement (Section 712), the 
Guard must be consulted in any 
sale option. 

• The State would need to work 
through several complicated legal 
issues before the equipment, which 
is owned by the federal 
government, can be turned over to 
the State after warranties expire. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The National Guard would be 
assured continued affordable ICN 
access. 

• The National Guard would not 
satisfy the intent on which the 
Community Learning and 
Information Grant was made. The 
Grant makes 57 full motion video 
classrooms available to currently 
users for distance education and 
other activities, as well as reduces 
reserve unit travel by providing 
video training. 

• From the National Guard 
perspective, this option is the 
most realistic sale option. 

• This option would continue to 
meet the Guard's needs without 
disrupting service. 

• According to a memorandum 
modifying the Master Cooperative 
Agreement (Section 712), the 
Guard must be consulted in any 
sale option. 

• The equipment, which is owned 
by the federal government, would 
not need to be sold under this 
option. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• According to a memorandum 
modifying the Master Cooperative 
Agreement (Section 712), the 
Guard must be consulted in any 
sale option. 

• The State would need to work 
through several complicated legal 
issues before the equipment, which 
is owned by the federal 
government, can be turned over to 
the State after warranties expire. 

• Updated technology on the ICN is 
very important to the National 
Guard and for its continued 
research opportunities. This option 
may not preserve this requirement. 

• The State would lose its model 
emergency management and 
disaster coordination capabilities. 

• The location of the ICN Hub poses 
a number of legal issues -- because 
it is located in the basement of a 
federal, secure facility, it could not 
be sold for private use unless it 
were relocated. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• The location of the ICN Hub poses 
a number of legal issues -- because 
it is located in the basement of a 
federal, secure facility, it could not 
be sold for private use unless it 
were relocated. 

• Updated technology on the ICN is 
very important to the National 
Guard for its continued research 
opportunities. This option may not 
preserve this requirement. 

• Use of the private network for 
innovative technologies, Guard 
research, and training activities 
may not be preferred, which could 
result in the elimination of funding 
for these activities. 

• The Advanced Research Projects 
Agency (ARPA), the U.S. 
Department of Defense's research 
arm that funded, and continues to 
fund, a large part of the Iowa 
National Guard's use of the ICN, 
has taken special interest in Iowa 
due to its state ownership. 

OPTION 3 
Sale of 

Excess Network Capacity 

• Updated technology on the ICN is 
very important to the National 
Guard and for its continued 
research opportunities. This 
option would preserve this 
requirement. 

• The ICN could continue to operate 
as it does now, with the National 
Guard having influence over its 
interest in the network. 

• The State of Iowa's State 
Emergency Operations Center is 
located in the basement of the 
ST ARC Armory, along with the ICN 
Hub. The co-location of these two 
entities is a crucial component of 
the State's emergency and 
disaster response activities. 

• The State's disaster response 
would continue to be centralized 
at the ICN hub, which will 
facilitate a coordination and 
communication during disaster or 
emergencies. 

Effects 

• This option may have a positive 
overall impact on the Guard. 
Revenue received may reduce ICN 
rates or be reinvested into the 
system. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• The Guard has invested $466,787 
in network cards that are currently 
in the ICN frames. These cards 
would be unusable under this 
option, and the Guard's investment 
would be lost. 

• The Advanced Research Projects 
Agency (ARPA), the U.S. 
Department of Defense's research 
arm that funded and continues to 
fund a large part of the Iowa 
National Guard's use of the ICN, 
has taken special interest in Iowa 
due to its state ownership. 

• The National Guard would have no 
influence over its interest in and 
the operation of its portion of the 
network. This is critical for the 
Guard's continued use of a 
network. The Guard must have 
control over its applications and 
security is paramount. 

OPTION 2 
Sale of Network 

(With Assurances) 

• The National Guard would have 
less influence over its interest in 
and the operation of its portion of 
the network. This is critical for the 
Guard's continued use of a 
network. The Guard must have 
control over its applications and 
security is paramount. 

• The State of Iowa's State 
Emergency Operations Center is 
located in the basement of the 
STARC Armory, along with the ICN 
hub. The co-location of these two 
entities is a crucial component of 
the State's emergency and disaster 
response activities. 

• Iowa is perceived as a model in 
emergency preparedness and 
disaster response. 

• The ICN hub is unique in that it 
provides statewide emergency 
communications for the State 
Patrol, as well as disaster response 
units. 

• The State of Iowa's State 
Emergency Operations Center is 
located in the basement of the 
STARC Armory, along with the ICN • 
hub. The co-location of these two 
entities is a crucial component of 

Relationships 
National 

between the State, 
Guard, federal 

government, 
owner/operator 
complicated. 

and the new 
the State's emergency and disaster 
response activities. 
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would be 

• OPTION 3 
Sale of 

Excess Network Capacity 

• The Guard would continue 
upgrading, enhancing, and 
expanding its use in the network. 

• The specialized research and 
training activities of the Guard are 
not negatively affected by this 
option. 

• The Guard's ability to secure 
federal research funds would 
probably not be affected by this 
option. 

• The National Guard facilities 
would continue to be used for ICN 
purposes. 

• The National Guard facilities 
would become community access 
sites for authorized users. 

• The State would preserve its 
model emergency response and 
disaster coordination capabilities. 

• This option would continue to 
provide the National Guard with 
the flexibility it needs for future 
growth and development. 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• Iowa is perceived as a model in 

emergency preparedness and 
disaster response. 

• The ICN hub is unique in that it 
provides statewide emergency 
communications for the State 
Patrol, as well as disaster response 
units. 

Effects 

• The Guard may discontinue 
upgrading, enhancing, and 
expanding its use in the network. 

• The Guard 's goal 
technology current 
impacted negatively. 

to keep 
could be 

• The Guard may no longer conduct 
the types of specialized research 
and training activities currently 
underway. 

• Use of the private network for 
innovative technologies, Guard 
research, and training activities 
would be unlikely. 

• Without assurances, future 
research grant opportunities are 
uncertain. 
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Effects 

OPTION 2 
Sale of Network 

(With Assurances) 

• The Guard may discontinue 
upgrading, enhancing, and 
expanding its use in the network 
(depending on availability of grants 
under this new ownership). 

• The National Guard facilit ies would 
continue to be used for ICN 
purposes. 

• The National Guard facilities would 
become community access sites for 
authorized users. 

• The State could lose its model 
emergency response and disaster 
coordination capabilities. 

• The Guard may be able to preserve 
its specialized research capabilities. 

• The State's disaster coordination 
and emergency response 
capabilities may be negatively 
impacted if the terms of the sale do 
not provide for communications 
needed during an emergency. 

• The State of Iowa and the National 
Guard would need to work out 
emergency access process with the 
new owners. 

• OPTION 3 
Sale of 

Excess Network Capacity 



ISSUES Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• National Guard facilities could no 
longer be used for ICN purposes. 

• National Guard facilities would not 
become community access points 
for authorized users. 

• The State would degrade its model 
emergency response and disaster 
coordination capabilities. 

• The State's disaster coordination 
and emergency response 
capabilities would be negatively 
impacted by a sale, and could result 
in a fragmented response effort. 
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OPTION 2 
Sale of Network 

(With Assurances) 

OPTION 3 
Sale of 

Excess Network Capacity 



ISSUES 

17. What are the 
positive & negative 
impacts of this 
option on the 
National Guard? 

Reference 
Materials 

National 
Guard 
Master 

Cooperative 
Agreement 
(in Voume II: 
Supporting 
Materials) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The National Guard would be 
assured affordable ICN access. 

• The National Guard would satisfy 
the intent on which the 
Community Learning Information 
Grant was made. The Grant 
makes 57 full motion video 
classrooms available to the public 
for distance education and other 
activities, as well as reduces 
reserve unit travel by providing 
video training. 

• This option would be workable 
from the Guard perspective. 

• The responsibilities of each party 
will be critical for the success of 
this option. Specific descriptions 
of these responsibilities is very 
important. 

• Updated technology on the ICN 
is very important to the National 
Guard and for its continued 
research opportunities. This 
option could preserve this 
requirement. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• The National Guard would be 
assured affordable ICN access. 

• The National Guard would satisfy 
the intent on which the 
Community Learning Information 
Grant was made. The Grant makes 
57 full motion video classrooms 
available to the public for distance 
education and other activities, as 
well as reduces reserve unit travel 
by providing video training. 

• This option would be workable 
from the Guard perspective. 

• The responsibilities of each party 
will be critical for the success of this 
option. Specific descriptions of 
these responsibilities is very 
important. 

• Updated technology on the ICN is 
very important to the National 
Guard and for its continued 
research opportunities. This option 
could preserve this requirement. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• The National Guard would be 
assured continued affordable ICN 
access. 

• The National Guard would satisfy 
the intent on which the 
Community Learning Information 
Grant was made. The Grant 
makes 57 full motion video 
classrooms available to the public 
for distance education and other 
activities, as well as reduces 
reserve unit travel by providing 
video training. 

• This option would be workable 
from the Guard perspective. 

• The responsibil ities of each party 
will be critical for the success of 
this option. Specific descriptions 
of these responsibilities is very 
important. 

• Updated technology on the ICN 
is very important to the National 
Guard and for its continued 
research opportunities. This 
option could preserve this 
requirement. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• If the State retains majority 

ownership in the network, many 
of the legal issues regarding 
equipment and network cards 
are not of consequence. 

• If private companies retain 
ownership of the network, the 
State would need to consider all 
legal issues involving circuit 
ownership and network cards. 

• It would be critical for the 
agreement to be constructed so 
that future Guard capacity needs 
are not too narrowly outlined 
and that the Guard has influence 
over its interest in the network. 

• The State of Iowa's Emergency 
Operations Center is located in 
the basement of the ST ARC 
Armory, along with the ICN hub. 
The co-location of these two 
entities is a crucial component of 
the State 's emergency and 
disaster response activities. 

• According to the memorandum 
modifying the Master 
Cooperative Agreement (Section 
712) , the National Guard must 
be consulted in any sale option. 
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OPTION 5 
State Ownership 

Private Operations 

• It is critical for the agreement to be 
constructed so that future Guard 
capacity needs are not too 
narrowly outlined and that the 
Guard has influence over its 
interest in the network. 

• The State of Iowa's Emergency 
Operations Center is located in the 
basement of the ST ARC Armory, 
along with the ICN hub. The co­
location of these two entities is a 
crucial component of the State's 
emergency and disaster response 
activities. 

• The State's disaster response would 
continue to be centralized at the 
ICN hub, which will facilitate 
coordination and communication 
during disasters and emergencies. 

• Relationships between the State, 
National Guard, federal 
government, and the operator 
could be complicated. 

• The State of Iowa and the National 
Guard would need to work out 
emergency access procedures with 
the private operators. 

• 
OPTION 6 

State Ownership 
Private Management 

• It would be critical for the 
agreement to be constructed so 
that future Guard capacity needs 
are not too narrowly outlined 
and that the Guard has influence 
over its interest in the network. 

• The State of Iowa's Emergency 
Operations Center is located in 
the basement of the STARC 
Armory, along with the ICN hub. 
The co-location of these two 
entities is a crucial component of 
the State's emergency and 
disaster response activities. 

• The State's disaster response 
would continue to be centralized 
at the ICN hub, which will 
facilitate coordination and 
communication during disasters 
and emergencies. 

Effects 

• The specialized research and 
training activities of the Guard 
could be negatively impacted if 
other usage affects National 
Guard activities. 

• The National Guard's facilities 
would continue to be used for 
ICN purposes. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• The State's disaster response 

would continue to be centralized 
at the hub, which will facilitate 
coordination and communication 
during disasters and 
emergencies. 

• Relationships between the State, 
National Guard, federal 
government, and the new entity 
could be complicated. 

• The State of Iowa and the 
National Guard would need to 
work out emergency access 
procedures with this new entity. 

Effects 

• The specialized research and 
training activities of the Guard 
could be negatively impacted if 
other usage affects National 
Guard activities. 

• The Guard's ability to secure 
federal funds and conduct 
specialized research would not 
be affected by this option. 

• The National Guard's facilities 
would continue to be used for 
ICN purposes. 
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Effects 

OPTION 5 
State Ownership 

Private Operations 

• The specialized research and 
training activities of the Guard 
could be negatively impacted if 
other usage affects National Guard 
activities. 

• The National Guard facilities would 
continue to be used for ICN 
purposes. 

• The National Guard facilities would 
continue to be used as community 
access points for authorized users. 

• The Guard's ability to secure 
federal funds and conduct 
specialized research would not be 
affected by this option. 

• The State would preserve its model 
emergency response and disaster 
coordination capabilities. 

• This option may not provide the 
Guard with the flexibility it needs 
for future growth and 
development. 

• 
OPTION 6 

State Ownership 
Private Management 

• The National Guard fac ilities 
would continue to be used as 
community access points for 
authorized users. 

• The Guard 's ability to secure 
federal funds and conduct 
specialized research would not 
be affected by this option. 

• The State would preserve its 
model emergency response and 
disaster coordination capabilit ies. 

• This option may not provide the 
Guard with the flexibility it needs 
for future growth and 
development. 



• • 
OPTION 4 OPTION 5 OPTION 6 

ISSUES Reference Private/Public State Ownership State Ownership 
Materials Ownership Private Operations Private Management 

• The National Guard's facilities 
would continue to be community 
access points for authorized 
users. 

• The State would preserve its 
model emergency response and 
disaster coordination capabilities. 

• This option may not provide the 
Guard with the flexibility it needs 
for future growth and 
development. 
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ISSUES 

17. What are the 
positive & negative 
impacts of this 
option on the 
National Guard? 

Reference 
Materials 

National 
Guard 
Master 

Cooperative 
Agreement 

(in Volume II: 
Supporting 
Materials) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• The National Guard 
would be assured 
affordable ICN access. 

• The National Guard 
would satisfy the intent 
on which the 
Community Learning 
Information Grant was 
made. The Grant makes 
57 full motion video 
classrooms available to 
the public for distance 
education and other 
activities, as well as 
reduces reserve unit 
travel by providing video 
training. 

• This option would be 
workable from the 
Guard perspective. 

• The responsibilit ies of 
each party will be critical 
for the success of this 
option . Specific 
descriptions of these 
responsibilities is very 
important. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations -

• The National Guard 
would be assured 
affordable ICN access. 

• The National Guard 
would satisfy the intent 
on which the 
Community Learning 
Information Grant was 
made. The Grant makes 
57 full motion video 
classrooms available to 
the public for distance 
education and other 
activities, as well as 
reduces reserve unit 
travel by providing video 
training. 

• This option would be 
workable from the 
Guard perspective. 

• The responsibilities of 
each party will be critical 
for the success of this 
option . Specific 
descriptions of these 
responsibilities is very 
important. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• The National Guard 
would be assured 
affordable ICN access. 

• The National Guard 
would satisfy the intent 
on which the 
Community Learning 
Information Grant was 
made. The Grant makes 
57 full motion video 
classrooms available to 
the public for distance 
education and other 
activities, as well as 
reduces reserve unit 
travel by providing video 
training . 

• This option would be 
workable from the 
Guard perspective. 

• The Guard would 
continue to have 
influence over its portion 
of the network 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• The National Guard 
would be assured 
affordable ICN access. 

• The National Guard 
would satisfy the intent 
on which the 
Community Learning 
Information Grant was 
made. The Grant makes 
57 full motion video 
classrooms available to 
the public for distance 
education and other 
activities, as well as 
reduces reserve unit 
travel by providing video 
training. 

• This option would be 
workable from the 
Guard perspective. 

• The responsibilities of 
each party will be critical 
for the success of this 
option . Specific 
descriptions of these 
responsibilities is very 
important. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• The Guard would 
continue to have 
influence over its portion 
of the network. 

• Updated technology on 
the ICN is very important 
to the National Guard 
and for its continued 
research opportunities. 
This option would 
preserve this 
requirement. 

• This option would 
provide the Guard with 
the flexibility it needs 
for future growth and 
development. 

• The State of Iowa's 
Emergency Operations 
Center is located in the 
basement of the ST ARC 
Armory, along with the 
ICN hub. The co­
location of these two 
entities is a crucial 
component of the 
State's emergency and 
disaster response 
activities. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• The Guard would 
continue to have 
influence over its portion 
of the network. 

• Updated technology on 
the ICN is very important 
to the National Guard 
and for its continued 
research opportunities. 
This option would 
preserve this 
requirement. 

• This option would 
provide the Guard with 
the flexibility it needs 
for future growth and 
development. 

• The State of Iowa's 
Emergency Operations 
Center is located in the 
basement of the ST ARC 
Armory, along with the 
ICN hub. The co­
location of these two 
entities is a crucial 
component of the 
State's emergency and 
disaster response 
activities. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• Updated technology on 
the ICN is very important 
to the National Guard 
and for its continued 
research opportunities. 
This option would 
preserve this 
requirement. 

• The Guard would 
continue to have 
influence over its 
interests in the network. 

• The State of Iowa's 
Emergency Operations 
Center is located in the 
basement of the ST ARC 
Armory, along with the 
ICN hub. The co­
location of these two 
entities is a crucial 
component of the 
State's emergency and 
disaster response 
activities. 

• The State's disaster 
response would 
continue to be 
centralized at the ICN 
hub, which will facilitate 
coordination and 
communication during 
disasters and 
emergencies. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• The Guard would 
continue to have 
influence over its portion 
of the network. 

• Updated technology on 
the ICN is very important 
to the National Guard 
and for its continued 
research opportunities. 
This option would 
preserve this 
requirement. 

• This option would 
provide the Guard w ith 
the flexibility it needs 
for future growth and 
development. 

• The State of Iowa's 
Emergency Operations 
Center is located in the 
basement of the ST ARC 
Armory, along with the 
ICN hub. The co­
location of these two 
entities is a crucial 
component of the 
State's emergency and 
disaster response 
activities. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• The State's disaster 
response would 
continue to be 
centralized at the ICN 
hub, which will facilitate 
coordination and 
communication during 
disasters and 
emergencies. 

Effects 

• The specialized research 
and training activities of 
the Guard are not 
negatively impacted by 
this option. 

• National Guard facilities 
continue to be used for 
ICN purposes. 

• National Guard facilities 
would become 
community access sites 
for authorized users. 

• The State would 
preserve its model 
emergency response and 
disaster coordination 
capabilities. 

• The Guard 's ability to 
secure federal funds and 
conduct specialized 
research would not be 
affected by this option. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• The State's disaster 
response would 
continue to be 
centralized at the ICN 
hub, which will facilitate 
coordination and 
communication during 
disasters and 
emergencies. 

Effects 

• The specialized research 
and training activities of 
the Guard are not 
negatively impacted by 
this option. 

• National Guard facilities 
continue to be used for 
ICN purposes. 

• National Guard facilities 
would become 
community access sites 
for authorized users. 

• The State would 
preserve its model 
emergency response and 
disaster coordination 
capabilities. 

• The Guard's ability to 
secure federal funds and 
conduct research would 
not be affected by this 
option. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Effects 

• The specialized research 
and training activities of 
the Guard are not 
negatively impacted by 
this option. 

• National Guard facilities 
continue to be used for 
ICN purposes. 

• National Guard facilities 
would become 
community access sites 
for authorized users. 

• The State would 
preserve its model 
emergency response and 
disaster coordination 
capabilities. 

• The Guard's ability to 
secure federal funds and 
conduct research would 
not be affected by this 
option. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• The State's disaster 
response would 
continue to be 
centralized at the ICN 
hub, which will facilitate 
coordination and 
communication during 
disasters and 
emergencies. 

• The State would need to 
upgrade to an 
automated scheduling 
system to handle the 
increases in demand. 

Effects 

• The specialized research 
and training activities of 
the Guard are not 
negatively impacted by 
this option. 

• National Guard facilities 
continue to be used for 
ICN purposes. 

• National Guard facilities 
would become 
community access sites 
for authorized users. 

• The State would 
preserve its model 
emergency response and 
disaster coordination 
capabilities. 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

• The Guard's ability to 
secure federal funds and 
conduct research would 
not be affected by this 
option. 
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ISSUES 

18. What are the 
positive & negative 
impacts of this 
option on federal 
government users? 

Reference 
Materials 

Summary of 
Major 

Federal 
Grants & 
Contracts 

Associated 
with the ICN 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• Federal grants are not contingent 
upon state ownership or operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based on 
affordability, access to technology, 
and quality of service. 

• Changes in the technology offered, 
the service quality, or the rates may 
affect federal grant opportunities. 

Effects 

• Under this option, the ICN would 
no longer continue to provide 
federal government users with 
affordable rates, access to 
technology, and quality service. 

• In order to continue grants at 
affordable rates, federal 
government users will need to 
make arrangements independently 
with private providers. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• Federal grants are not contingent 
upon state ownership or operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based on 
affordability, access to technology, 
and quality of service. 

• Changes in the technology offered, 
the service quality, or the rates may 
affect federal grant opportunities. 

• In order to clearly define the 
assurances in the sale, the State will 
need to forecast capacity needs for 
user groups. 

• The State may not be able to 
accurately estimate the capacity 
needs of federal government users. 
The federal government has been 
using the ICN for demonstration 
projects. This limited use of the 
network should not be used as the 
baseline for determining future 
use. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Federal grants are not contingent 
upon state ownership or 
operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based on 
affordability, access to technology, 
and quality of service. 

• Changes in the technology 
offered, the service quality, or the 
rates may affect federal grant 
opportunities. 

Effects 

• Under this option, the ICN will 
continue to provide federal 
government users with affordable 
rates, access to technology, and 
quality service. 

• Federal government users would 
not be negatively impacted by this 
option if new users do not conflict 
with federal access. 

• Access to communications system 
during an emergency is assured. 



• 
ISSUES Reference 

Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• Federal government users could be 

negatively affected by this option. 

• Federal government grant 
opportunities may diminish or be 
eliminated if rates are not 
affordable. 

• Access to communications system 
during an emergency may not be 
assured. 
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Effects 

OPTION 2 
Sale of Network 

(With Assurances) 

• Under this option, the ICN will 
continue to provide federal 
government users with affordable 
rates, access to technology, and 
quality service. 

• Federal government users may not 
be negatively impacted by this 
option if the assurances are clearly 
defined and new users does not 
conflict with federal access. 

• Access to communications system 
during an emergency is assured. 

• OPTION 3 
Sale of 

Excess Network Capacity 



ISSUES 

18. What are the 
positive & negative 
impacts of this 
option on federal 
government users? 

Reference 
Materials 

Summary of 
Major 

Federal 
Grants & 
Contracts 
Associated 

with the ICN 
(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Federal grants are not contingent 
upon state ownership or 
operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based 
on affordability, access to 
technology, and quality of 
service. 

• Changes in the technology 
offered, the service quality, or 
the rates may affect federal 
grant opportunities. 

Effects 

• Under this option, the ICN w ill 
continue to provide federal 
government users with 
affordable rates, access to 
technology, and quality service. 

• Federal government users could 
be negatively impacted by this 
option if new users conflict with 
federal access. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• Federal grants are not contingent 
upon state ownership or operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based on 
affordability, access to technology, 
and quality of service. 

• Changes in the technology offered, 
the service quality, or the rates may 
affect federal grant opportunities. 

Effects 

• Under this option, the ICN will 
continue to provide federal 
government users with affordable 
rates, access to technology, and 
quality service. 

• Federal government users could be 
negatively impacted by this option 
if new users conflict with federal 
access. 

• Access to communications system 
during an emergency is assured. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Federal grants are not contingent 
upon state ownership or 
operation. 

• Iowa receives federal grants 
because of the infrastructure in 
place, not the ownership of that 
infrastructure. 

• Federal grants are given based 
on affordability, access to 
technology, and quality of 
service. 

• Changes in the technology 
offered, the service quality, or 
the rates may affect federal 
grant opportunities. 

Effects 

• Under this option, the ICN will 
continue to provide federal 
government users with 
affordable rates, access to 
technology, and quality service. 

• Federal government users could 
be negatively impacted by this 
option if new users conflict with 
federal access. 



• • 
OPTION 4 OPTION 5 OPTION 6 

ISSUES Reference Private/Public State Ownership State Ownership 
Materials Ownership Private Operations Private Management 

• Access to communications system • Access to communications system 
during an emergency is assured. during an emergency is assured. 
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ISSUES 

18. What are the 
positive & negative 
impacts of this 
option on federal 
government users? 

Reference 
Materials 

Summary of 
Major 

Federal 
Grants & 
Contracts 

Associated 
with the ICN 

(in Report 
Appendix) 

OPTION 7 
State lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Federal grants are not 
contingent upon state 
ownership or operation . 

• Iowa receives federal 
grants because of the 
infrastructure in place, 
not the ownership of 
that infrastructure. 

• Federal grants are given 
based on affordability, 
access to technology, 
and quality of service. 

• Changes in the 
technology offered, the 
service quality, or the 
rates may affect federal 
grant opportunities. 

Effects 

• Under this option, the 
ICN will continue to 
provide federal 
government users with 
affordable rates, access 
to technology, and 
quality service. 

• OPTION 8 
State lease to 

Private Companies 
(Restricted) 

Considerations 

• Federal grants are not 
contingent upon state 
ownership or operation. 

• Iowa receives federal 
grants because of the 
infrastructure in place, 
not the ownership of 
that infrastructure. 

• Federal grants are given 
based on affordability, 
access to technology, 
and quality of service. 

• Changes in the 
technology offered, the 
service quality, or the 
rates may affect federal 
grant opportunities. 

Effects 

• Under this option, the 
ICN will continue to 
provide federal 
government users with 
affordable rates, access 
to technology, and 
quality service. 
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OPTION 9 
State Ownership & 

Operation 
(limited) 

Considerations 

• Federal grants are not 
contingent upon state 
ownership or operation . 

• Iowa rece ives federal 
grants because of the 
infrastructure in place, 
not the ownership of 
that infrastructure. 

• Federal grants are given 
based on affordability, 
access to technology, 
and quality of service. 

• Changes in the 
technology offered, the 
service quality, or the 
rates may affect federal 
grant opportunities. 

Effects 

• Under this option, the 
ICN will continue to 
provide federal 
government users with 
affordable rates, access 
to technology, and 
quality service. 

• OPTION 10 
State Owned 
Public Utility 
(No limits) 

Considerations 

• Federal grants are not 
contingent upon state 
ownership or operation. 

• Iowa receives federal 
grants because of the 
infrastructure in place, 
not the ownership of 
that infrastructure. 

• Federal grants are given 
based on affordability, 
access to technology, 
and quality of service. 

• Changes in the 
technology offered, the 
service quality, or the 
rates may affect federal 
grant opportun ities. 

Effects 

• Under this option, the 
ICN will continue to 
provide federal 
government users with 
affordable rates, access 
to technology, and 
quality service. 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

• Federal government • Federal government • Federal government • Federal government 
users could be negatively users could be negatively users would not be users could be negatively 
impacted by this option impacted by this option negatively impacted. impacted by this option 
if new users conflict with if new users conflict with if new users conflict with 
federal access. federal access. • Access to an emergency federal access. 

communications system 
• Access to an emergency • Access to an emergency is assured. • Access to an emergency 

communications system communications system communications system 
is assured. is assured. is assured. 

150 



• 



ISSUES 

19. What positive & 
negative impacts 
would this option 
have on existing 
telecommunications 
providers? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• Some telecommunications 
providers may not legally be able to 
buy the ICN. 

• No strings are attached to the sale, 
making it more attractive to a 
potential buyer. 

• The purchaser could be subject to 
the same regulations and 
responsibilities as other providers. 

• If the new owner does not need to 
comply with regulations and is 
exempt from financial and social 
responsibilities, other providers 
could be at a competitive 
disadvantage. 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies affects 
the structure of these communities. 

Effects 

• The State no longer competes with 
the private telecommunications 
industry. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• Some telecommunications 
providers may not legally be able to 
buy the ICN. 

• Telecommunications providers may 
not be interested in this option if 
they need to make a commitment 
to provide the assurances, 
particularly if that commitment is 
financial (buyer-subsidized sale) . 

• If the assurances are made by the 
State (state-subsidized sale), the 
agreements could be outlined in a 
relatively simple contractual 
agreement. 

• State obligation would be subject 
to legislative approval, which could 
make a potential buyer more 
cautious . 

• The sale contract needs to be very 
well-defined, so that the 
obligations of the buyer and the 
State in regard to the assurances 
are understood and clear. 

• The purchaser could be subject to 
the same regulations and 
responsibilities as other providers. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The State would need to make a 
policy decision : sell capacity to 
telecommunications providers 
only, or sell to anyone who wants 
to purchase capacity. Either way, 
the State competes with private 
industry. 

• The State, which is tax-exempt, 
would compete with existing 
providers who pay taxes . 

• Artificial or subsidized rates keep 
other providers from entering the 
market to provide services to 
authorized users. 

• To avoid unfair competition, rates 
should be fully costed. 

• The purchase price for excess 
capacity should reflect the 
payment of taxes and 
depreciation the State does not 
pay. 

• New providers could compete 
with existing providers without 
needing the capital existing 
providers have already invested. 



• 
ISSUES Reference 

Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• The sale could put all 

telecommunications providers on 
the same unsubsidized level. 

• This option could return statewide 
compet ition to Iowa 's 
telecommunications market. 

• The threat of competition from the 
purchaser of the ICN is a concern 
among existing providers. 

• If the ICN is sold for less than value, 
the buyer could have a competitive 
advantage. 

• A large corporation could purchase 
the system and immediately 
become a competitor in 
telecommunications. 

• A large telecommunications 
provider could purchase the ICN 
with the intention of not using the 
system, thereby eliminating 
potential competition. 

• If the new owner contributes to 
programs such as 911 and universal 
service, other telecommunications 
providers could be relieved of some 
of their financial and administrative 
obligations in these areas. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• Artificial or subsidized rates keep 
other providers from entering the 
market to provide services to 
authorized users. 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies affects 
the structure of these communities. 

Effects 

• If the ICN is sold for less than its 
value, the buyer could have a 
competitive advantage. 

• The sale could put all 
telecommunications providers on 
the same unsubsidized level. 

• This option could bring new 
statewide competition to Iowa's 
telecommunications market. 

• OPTION 3 
Sale of 

Excess Network Capacity 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies affects 
the structure of these 
communities. 

Effects 

• State is in direct competition with 
those providers who sell capacity. 

• State would have an unfair 
advantage over other 
telecommunications providers. 

• The ICN continues to compete 
with private providers for 
authorized users. 

• By purchasing excess capacity, 
established providers could 
expand their services and 
customer base. 

• The threat of competition from the • 
purchaser of the ICN is a concern 
among existing providers. 

By purchasing excess capacity, 
new providers could compete with 
existing providers without making 
the initial investments. 

• This option could increase the 
number of telecommunications 
providers, resulting in new service 
market opportunities. 



• 
ISSUES Reference 

Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
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OPTION 2 
Sale of Network 

(With Assurances) 

• If the new owner contributes to 
programs such as 911 and universal 
service, other telecommunications 
providers should be relieved of 
some of their financial and 
administrative obligations in these 
areas. 

• OPTION 3 
Sale of 

Excess Network Capacity 

• Iowa's economic development 
efforts could be negatively 
impacted in the long run if the 
telecommunications providers 
suffer financial losses as a result of 
this option. 



ISSUES 

19. What positive & 
negative impacts 
would this option 
have on existing 
telecommunications 
providers? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• This option may result in a 
coalition of private providers 
who all have competing interests. 

• Asset ownership issues will be 
complex. Private providers may 
not be interested in joining this 
entity if the assets are state­
controlled. 

• In order to prevent this entity 
from becoming a monopoly, it 
may be necessary for the State to 
set parameters on the entity's 
corporate structure. 

• The State, which is tax-exempt, 
would be competing with 
existing providers who pay taxes. 

• Artificial or subsidized rates keep 
other providers from entering 
the market to provide services to 
authorized users. 

• To avoid unfair competition, 
rates should be fully costed. 

• This entity could be subject to 
the same regulations and 
responsibilities as other 
providers. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• Some telecommunications 
providers may not legally become 
the ICN operator. 

• The contract should reflect the 
payment of taxes and depreciation 
that the State does not pay. If it 
does not, the State, which is tax­
exempt, could be competing with 
existing providers who pay taxes. 

• Artificial or subsidized rates keep 
other providers from entering the 
market to provide services to 
authorized users. 

• To avoid unfair competition, rates 
should be fully costed. 

• The private operator should be 
subject to the same regulations and 
responsibilities as other providers. 

• New providers could compete with 
existing providers without needing 
the capital existing providers have 
already invested. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• Limiting the expansion of the 
user base could create more 
stability in the industry in regard 
to the ICN. 

• Artificial or subsidized rates keep 
other providers from entering 
the market to provide services to 
authorized users. 

• To avoid unfair competition for 
authorized users, rates should be 
fully costed. 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies 
affects the structure of these 
communities. 

Effects 

• The authorized user base is 
clearly defined and the State is 
restricted from additional 
competition . 

• The ICN continues to compete 
with private industry for 
authorized users. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• New providers could compete 

with existing providers without 
needing the capital existing 
providers have already invested. 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies 
affects the structure of these 
communities. 

Effects 

• State would be in direct 
competition with the private 
telecommunications industry. 

• The ICN continues to compete 
with private providers for 
authorized users. 

• The entity could have an unfair 
advantage over other providers 
because of the State's 
involvement. 

• This entity could be so big that 
the industry is forced into 
participation. 

• This option could create a 
statewide telecommunications 
monopoly. 
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OPTION 5 
State Ownership 

Private Operations 

• Local telephone companies are 
often integral parts of rural 
communities. Any option which 
diminishes the competitiveness of 
local telephone companies affects 
the structure of these communities. 

Effects 

• The user base expands, and the 
State is in direct competition with 
the private telecommunications 
industry. 

• The State of Iowa increases its role 
as a provider. 

• The threat of competition from the 
ICN is a concern among existing 
providers. 

• The ICN continues to compete with 
private providers for authorized 
users. 

• If regulated, the ICN could be on 
the same level as other 
telecommunications providers. 

• If the new owner contributes to 
programs such as 911 and universal 
service, other telecommunications 
providers should be relieved of 
some of their financial and 
administrative obligations in these 
areas. 

• 
OPTION 6 

State Ownership 
Private Management 

• If the State freezes authorized 
users and uses, private enterprise 
will experience no further loss in 
business. 

• Iowa's economic development 
efforts could be negatively 
impacted in the long run if the 
telecommunications providers 
suffer financial losses as a result 
of this option. 



ISSUES Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

• 
• Private telecommunications 

providers may not be able to 
compete independently. 

• Private providers may be both a 
partner in the entity and a 
competitor with the entity. 
Conflicts of interest could be very 
difficult to overcome. 

• If the new owner contributes to 
programs such as 911 and 
universal service, other 
telecommunications providers 
should be relieved of some of 
their financial and administrative 
obligations in these areas. 

• Iowa's economic development 
efforts could be negatively 
impacted in the long run if the 
telecommunications providers 
suffer financial losses as a result 
of this option. 
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OPTION 5 
State Ownership 

Private Operations 

• A private provider or company 
without a statewide fiber 
infrastructure could compete with 
existing statewide providers. 

• Iowa's economic development 
efforts could be negatively 
impacted in the long run if the 
telecommunications providers 
suffer financial losses as a result of 
this option. 

• 
OPTION 6 

State Ownership 
Private Management 



ISSUES 

19. What positive & 
negative impacts 
would this option 
have on existing 
telecommunications 
providers? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Private providers could 
lease capacity and resell 
in areas they do not 
currently service. 

• The State, which is tax 
exempt, could compete 
with existing providers 
who pay taxes. 

• Lease payments should 
reflect the payment of 
taxes and depreciation 
that the State does not 
pay. 

• Artificial or subsidized 
rates keep other 
providers from entering 
the market to provide 
services to authorized 
users. 

• In order to avoid unfair 
competition, rates 
should be fully costed. 

• Lessees that resell 
capacity should be 
subject to the same 
regulations and 
responsibilities as other 
providers. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• Private providers could 
lease capacity and resell 
in areas they do not 
currently service. 

• Under this option, the 
State could be a market 
developer, stimulating 
demand for services in 
markets where not 
currently offered. 

• Lease payments should 
reflect the payment of 
taxes and depreciation 
that the State does not 
pay. 

• Artificial or subsidized 
rates keep other 
providers from entering 
the market to provide 
services to authorized 
users. 

• To avoid unfair 
competition, rates 
should be fully costed. 

• Rates should be fully 
costed so users are 
prepared to pay market 
rates when transitioning 
from the ICN to private 
industry. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Because the user base 
could be expanded and 
authorized uses (i.e. 
education and training) 
are not clearly defined, 
providers have not been 
able to plan strategically. 

• Artificial or subsidized 
rates keep other 
providers from entering 
the market to provide 
services to authorized 
users. 

• To avoid unfair 
competition for 
authorized users, rates 
should be fully costed. 

• Local telephone 
companies are often 
integral parts of rural 
communities. Any 
option which diminishes 
the competitiveness of 
local telephone 
companies affects the 
structure of these 
communities. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• This option is a direct 
threat to the provider 
community. 

• Artificial or subsidized 
rates keep other 
providers from entering 
the market to provide 
services to authorized 
users. 

• To avoid unfair 
competition for 
authorized users, rates 
should be fully costed. 

• The private portion of 
the ICN should be 
subject to the same 
regulations and 
responsibilities as other 
providers. 

• Local telephone 
compan ies are often 
integral parts of rural 
communities. Any 
option which diminishes 
the competitiveness of 
local telephone 
companies affects the 
structure of these 
communities. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• New providers could 
compete with existing 
providers without 
needing the capital 
existing providers have 
already invested. 

• Providers are given the 
opportunity to increase 
capacity with short lead 
time. 

• Local telephone 
companies are often 
integral parts of rural 
communities. Any 
option which diminishes 
the competitiveness of 
local telephone 
companies affects the 
structure of these 
communities. 

Effects 

• State would be in direct 
competition with private 
providers. 

• The ICN continues to 
compete with private 
providers for authorized 
users. 

• The State would expand 
its role as a provider. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Lessees that resell 
capacity should be 
subject to the same 
regulations and 
responsibilities as other 
providers. 

• Providers may be 
apprehensive that, 
under this option, the 
ICN could become 
competitive and expand 
the user base. 

• Local telephone 
companies are often 
integral parts of rural 
communities. Any 
option which diminishes 
the competitiveness of 
local telephone 
companies affects the 
structure of these 
communities. 

Effects 

• The ICN continues to 
compete with private 
providers for authorized 
users. 

• The State would expand 
its role as a provider. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Effects 

• This option would be 
positive from the 
provider standpoint if 
the State freezes the 
user base and allows 
access only to authorized 
users. 

• The ICN continues to 
compete with private 
providers for authorized 
users. 

• Iowa's economic 
development efforts 
could be negatively 
impacted in the long run 
if private providers 
suffer financial losses as 
a result of this option. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Effects 

• This option has no 
positives from the 
provider standpoint. 

• The State of Iowa 
increases its role as a 
telecommunications 
provider. 

• The user base expands, 
and the State is in unfair 
competition with private 
industry. 

• The ICN continues to 
compete with private 
providers for authorized 
users. 

• This option could create 
a statewide, state-
owned monopoly. 

• Telecommunications 
providers will not be 
able to compete if the 
ICN is not subject to the 
same regulations and 
responsibilities as other 
providers. 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• The threat of 
competition from the 
ICN is a concern among 
providers. 

• Providers that lease 
capacity would have an 
unfair advantage over 
other providers. 

• Iowa's economic 
development efforts 
could be negatively 
impacted in the long run 
if private providers 
suffer financial losses as 
a result of this option. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• User base is expanded 
without increasing the 
ICN's competition with 
private industry. 

• This option provides 
services on a temporary 
basis to users that would 
otherwise not have 
access to those services. 

• Existing providers may 
not be able to attract 
new markets under this 
option. 

• Iowa's economic 
development efforts 
could be negatively 
impacted in the long run 
if private providers 
suffer financial losses as 
a result of this option. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• Iowa's economic 
development efforts 
could be negatively 
impacted in the long run 
if private providers 
suffer financial losses as 
a result of this option. 



Matrix - Issue 20 

• 



ISSUES 

20. What are the 
positive & negative 
impacts of this 
option on Iowa 
businesses and 
citizens? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• The availability of statewide fiber 
optic networks is an economic 
development asset. 

• Many Iowa citizens reside in small 
communities and benefit from the 
health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the backbone 
of these communities. Anything 
that diminishes the competitiveness 
of local telephone companies 
impacts the structure of Iowa's 
small communities. 

Effects 

• Iowa businesses and citizens would 
be able to access private networks 
at current market rates. 

• Citizens may not be able to afford 
distance learning, telemedicine, 
and other services at current 
market rates. 

• Economic development efforts 
could be enhanced by access to 
statewide fiber optic networks. 
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OPTION 2 OPTION 3 
Sale of Network Sale of 

(With Assurances) Excess Network Capacity 
,.....,.,.,,.,,,.,,,""'4,.,,,,,,, 

Considerations 

• The availability of statewide fiber 
optic networks is an economic 
development asset. 

Considerations 

• The availabil ity of statewide fiber 
optic networks is an economic 
development asset. 

• Businesses could be provided access • 
to the network, but their rates may 
subsidize services to authorized 
users. 

Businesses could be provided 
access to the network, but their 
rates may subsidize services to 
authorized users. 

• Many Iowa citizens reside in small 
communities and benefit from the 
health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the backbone 
of these communities. Anything 
that diminishes the competitiveness 
of local telephone companies 
impacts the structure of Iowa's 
small communities. 

Effects 

• Iowa businesses and citizens would 
be able to access private networks 
at current market rates. 

• Economic development efforts 
could be enhanced by access to 
statewide fiber optic networks. 

• Increased competition could result 
in more service choices at lower 
prices. 

• Many Iowa citizens reside in small 
communities and benefit from the 
health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the backbone 
of these communities. Anything 
that diminishes the 
competitiveness of local telephone 
companies impacts the structure 
of Iowa's small communities. 

• The scope of services provided 
and the expansion of the user 
base is dependent on the buyer of 
excess capacity. The buyer may 
continue to limit services and the 
customer base. 

Effects 

• Iowa businesses and citizens may 
be able to access the ICN at 
current market rates. 



• 
ISSUES Reference 

Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

• 
• Increased competition could result 

in more service choices at lower 
prices. 

• Some customers may avoid 
negative impacts associated with 
the ICN's bypass of private 
enterprise networks. 

• This option would eliminate state 
funding for the system. 
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OPTION 2 
Sale of Network 

(With Assurances) 

• Citizens could continue to benefit 
from: 

• Affordable access to continuing 
education opportunities 

• Access to advanced medical 
treatment and diagnostics 
through telemedicine 

• Increased government efficiency 

• Community access points in 
National Guard facilities and 
public libraries 

• Coordinated, efficient disaster 
and emergency response system 

• This option could eliminate or 
reduce state funding for the 
system. 

• OPTION 3 
Sale of 

Excess Network Capacity 

• Economic development efforts 
could be enhanced by expansion 
of the user community. 

• Increased competition could result 
in more service choices at lower 
prices. 

• Some customers may be 
negatively impacted by the ICN's 
bypass of private enterprise 
networks. 

• Citizens could continue to benefit 
from: 

• Affordable access to continuing 
education opportunit ies 

• Access to advanced medical 
treatment and diagnostics 
through telemedicine 

• Increased 
efficiency 

government 

• Community access points in 
National Guard facilities and 
public libraries 

• Coordinated, efficient disaster 
and emergency response system 

• This option could reduce state 
funding for the system, if private 
revenues are reinvested into the 
system. 



ISSUES 

20. What are the 
positive & negative 
impacts of this 
option on Iowa 
businesses and 
citizens? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The availability of statewide fiber 
optic networks is an economic 
development asset. 

• Many Iowa citizens reside in small 
communities and benefit from 
the health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the 
backbone of these communities. 
Anything that diminishes the 
competitiveness of local 
telephone companies impacts the 
structure of Iowa's small 
communities. 

Effects 

• Iowa businesses and citizens may 
be able to access the ICN at 
current market rates. 

• Economic development efforts 
could be enhanced by expansion 
of the user community. 

• Public access sites in Iowa 
libraries could provide citizens 
with access to a variety of 
information. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• The availability of statewide fiber 
optic networks is an economic 
development asset. 

• Many Iowa citizens reside in small 
communities and benefit from the 
health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the backbone 
of these communities. Anything 
that diminishes the competitiveness 
of local telephone companies 
impacts the structure of Iowa's 
small communities. 

Effects 

• Iowa businesses and citizens may 
be able to access the ICN at current 
market rates. 

• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• The availability of statewide fiber 
optic networks is an economic 
development asset. 

• Many Iowa citizens reside in small 
communities and benefit from 
the health and stability of local 
economies. Rural telephone 
companies, local schools, and 
libraries often form the 
backbone of these communities. 
Anything that diminishes the 
competitiveness of local 
telephone companies impacts the 
structure of Iowa's small 
communities. 

Effects 

• Iowa businesses and citizens may 
not be able to access the ICN, 
except as currently authorized. 

• Economic development efforts 
could be enhanced by expansion of • 
the user community. 

Public access sites in Iowa 
libraries could provide citizens 
with access to a variety of 
information . • Public access sites in Iowa libraries 

could provide citizens with access 
to a variety of information. 



ISSUES Reference 
Materials 

• 
OPTION 4 

Private/Public 
Ownership 

• Increased competition could 
result in more service choices at 
lower prices. 

• Some customers may be 
negatively impacted by the IC N's 
bypass of private enterprise 
networks. 

• Citizens could continue to 
benefit from: 

• Affordable 
continuing 
opportunities 

access to 
education 

• Access to advanced medical 
treatment and diagnostics 
through telemedicine 

• Increased 
efficiency 

government 

■ Community access points in 
National Guard facilities and 
public libraries 

■ Coordinated, efficient disaster 
and emergency response 
system 

• This option could reduce or 
eliminate state funding, if 
revenues from private use are 
reinvested into the system. 
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OPTION 5 
State Ownership 

Private Operations 

• Increased competition could result 
in more service choices at lower 
prices. 

• Some customers may be negatively 
impacted by the ICN's bypass of 
private enterprise networks. 

• Citizens could continue to benefit 
from: 

• Affordable access to continuing 
education opportunities 

• Access to advanced medical 
treatment and diagnostics 
through telemedicine 

• Increased government efficiency 

• Community access points in 
National Guard facilities and 
public libraries 

• Coordinated, efficient disaster 
and emergency response system 

• This option could reduce or 
eliminate state funding, if revenues 
from private use are reinvested into 
the system. 

• 
OPTION 6 

State Ownership 
Private Management 

• Citizens could continue to 
benefit from: 

• Affordable access to 
continuing education 
opportunities 

• Access to advanced medical 
treatment and diagnostics 
through telemedicine 

• Increased 
efficiency 

government 

• Community access points in 
National Guard facilities and 
public libraries for authorized 
uses 

• Coordinated, efficient disaster 
and emergency response 
system 

• The State would continue to 
provide funding for the system 
and, in some cases, access to the 
system. 



ISSUES 

20. What are the 
positive & negative 
impacts of this 
option on Iowa 
businesses and 
citizens? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• The availability of 
statewide fiber optic 
networks is an economic 
development asset. 

• Many Iowa citizens 
reside in small 
communities and benefit 
from the health and 
stability of local 
economies. Rural 
telephone companies, 
local schools, and 
libraries often form the 
backbone of these 
communities. Anything 
that diminishes the 
competitiveness of local 
telephone companies 
impacts the structure of 
Iowa's small 
communities. 

Effects 

• Iowa businesses and 
citizens would be able to 
access the ICN at current 
market rates. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• The availability of 
statewide fiber optic 
networks is an economic 
development asset. 

• Many Iowa citizens 
reside in small 
communities and benefit 
from the health and 
stability of local 
economies. Rural 
telephone companies, 
local schools, and 
libraries often form the 
backbone of these 
communities. Anything 
that diminishes the 
competitiveness of local 
telephone companies 
impacts the structure of 
Iowa's small 
communities. 

• The ICN is a market 
developer, filling in the 
gaps where service is not 
already available. 
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• OPTION 9 OPTION 10 
State Ownership & State Owned 

Operation Public Utility 
(Limited) (No Limits) 

Considerations Considerations 

• The availability of • The availability of 
statewide fiber optic 
networks is an economic 
development asset. 

statewide fiber optic 
networks is an economic 
development asset. 

• Many Iowa citizens 
reside in small 
communities and benefit 
from the health and 
stability of local 

• Businesses could be 
provided access to the 
network, but their rates 
may subsidize services to 
authorized users. 

economies. Rural 
telephone companies, • 
local schools, and 
libraries often form the 
backbone of these 
communities. Anything 
that diminishes the 
competitiveness of local 
telephone companies 
impacts the structure of 
Iowa's small 
communities. 

Effects 

• Iowa businesses and 
citizens would not be 
able to access the ICN. 

Many Iowa citizens 
reside in small 
communities and benefit 
from the health and 
stability of local 
economies. Rural 
telephone companies, 
local schools, and 
libraries often form the 
backbone of these 
communities. Anything 
that diminishes the 
competitiveness of local 
telephone companies 
impacts the structure of 
Iowa's small 
communities. 



ISSUES Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Public access sites in 
Iowa libraries could 
provide citizens with 
access to a variety of 
information. 

• Economic development 
efforts could be 
enhanced by expansion 
of the user community. 

• Citizens could continue 
to benefit from: 

■ Affordable access to 
continuing education 
opportunities 

■ Access to advanced 
medical treatment and 
diagnostics through 
telemedicine 

■ Increased government 
efficiency 

■ Community access 
points in National 
Guard facilities and 
public libraries 

■ Coordinated, efficient 
disaster and 
emergency response 
system 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• This option stimulates 
the economy by giving 
existing providers and 
new companies the 
opportunity and 
incentives to provide 
services throughout the 
State. 

Effects 

• Iowa businesses and 
citizens would be able to 
access the ICN at current 
market rates in areas 
where service is not 
currently available. 

• Public access sites in 
Iowa libraries could 
provide citizens with 
access to a variety of 
information . 

• Economic development 
efforts could be 
enhanced by expansion 
of the user community. 

• Citizens could continue 
to benefit from: 

■ Affordable access to 
continuing education 
opportunities 

165 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

• Public access sites in 
Iowa libraries could 
provide citizens with 
access to a variety of 
information. 

• Citizens could continue 
to benefit from: 

■ Affordable access to 
continuing education 
opportunities 

■ Access to advanced 
medical treatment and 
diagnostics through 
telemedicine 

■ Increased government 
efficiency 

■ Community access 
points in National 
Guard facilities and 
public libraries for 
authorized uses 

• Coordinated, efficient 
disaster and 
emergency response 
system 

• The State would 
continue to provide 
funding for the system. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Effects 

• Iowa businesses and 
citizens would be able to 
access the ICN at current 
market rates. 

• Public access sites in 
Iowa libraries could 
provide citizens with 
access to a variety of 
information. 

• Economic development 
efforts could be 
enhanced by expansion 
of the user community 

• Increased competition 
could result in more 
service choices at lower 
prices. 

• Citizens could continue 
to benefit from: 

■ Affordable access to 
continuing education 
opportunities 

■ Access to advanced 
medical treatment and 
diagnostics through 
telemedicine 

■ Increased government 
efficiency 



• 
ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Properly implemented, 
this option could attract 
new business to Iowa, 
help existing businesses 
expand and become 
more productive, and 
provide new services to 
citizens. 

• The State would 
continue to fund the 
system, but revenues 
from private use could 
be reinvested into the 
system. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Access to advanced 
medical treatment and 
diagnostics through 
telemedicine 

• Increased government 
efficiency 

• Community access 
points in National 
Guard facilities and 
public libraries 

• Coordinated, efficient 
disaster and 
emergency response 
system 

• Properly implemented, 
this option could attract 
new business to Iowa, 
help existing businesses 
expand and become 
more productive, and 
provide new services to 
citizens in a restricted 
environment. 

• The State would 
continue to fund the 
system, but revenues 
from private use could 
be reinvested into the 
system. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

• Community access 
points in National 
Guard facilities and 
public libraries 

• Coordinated, efficient 
disaster and 
emergency response 
system 

• The State would 
continue to fund the 
system, but revenues 
from private use could 
be reinvested into the 
system. 



• • 



ISSUES 

21. What are the 
positive & negative 
impacts of this 
option on the ability 
of authorized users 
to access the 
Internet through 
the ICN? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• The Internet provides citizens and 
businesses with a link to a variety 
of information services. 

• The network's status as an Internet 
access provider would not be 
precluded. 

OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The Internet provides citizens and 
businesses with a link to a variety 
of information services. 

• The network's status as an Internet 
access provider would not be 
precluded. 

• Providing Internet services is • 
already very competitive. 

Providing Internet services is 
already very competitive. 

• This option could affect the price 
and speed of Internet 
transmissions. 

Effects 

• This option would probably not 
affect the price or speed of 
Internet transmissions. 

Effects 

• OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• ICN-based Internet services would 
provide citizens and businesses 
with a link to a variety of 
information services. 

• The ICN's status as an Internet 
access provider wou ld not be 
precluded. 

• Providing Internet services is 
already very competitive. 

• This option would probably not 
affect the price or speed of 
Internet transmissions. 

Effects 
• State no longer provides Internet at 

affordable rates to authorized 
users. 

• Affordable, ICN-based Internet 
services for authorized users • 
continues to be provided. 

Affordable, ICN-based Internet 
services for authorized users 
continues to be provided. 

• Competitively-determined prices • 
for Internet services are likely. 

Competition between state­
supported Internet services and 
other Internet services is likely. 

• Private Internet services may be 
available to all Iowans. 

167 

• Private Internet services may be 
available to all Iowans. 

• Competition between state-
supported ICN-based Internet 
services and other Internet 
services is likely. 

• Competitively-determined prices 
for Internet services are possible. 

• ICN-based Internet services may 
be available to all Iowans. 



ISSUES 

21 . How does this 
option affect a 
user's ability to 
access the Internet 
through the ICN? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 
OPTION 5 

State Ownership 
Private Operations 

Considerations 

• ICN-based Internet services • ICN-based Internet services would 
provide citizens and businesses 
with a link to a variety of 
information services. 

would provide citizens and 
businesses with a link to a 
variety of information services. 

• The ICN's status as an Internet 
access provider should not be 
precluded. 

• The ICN's status as an Internet 
access provider should not be 
precluded. 

• Providing Internet services is • 
already very competitive. 

Providing Internet services is 
already very competitive. 

• Th is option would probably not 
affect the price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based Internet 
services for authorized users 
cont inues to be provided. 

• Competition between state­
supported ICN-based Internet 
services and other Internet 
services is likely. 

• Competitively-determined prices 
for Internet services are possible. 

• This option would probably not 
affect the price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based Internet 
services for authorized users 
continues to be provided. 

• Competition between state-
supported ICN-based Internet 
services and other Internet services 
is likely. 

• ICN-based Internet services may be 
available to all Iowans. 

• ICN-based Internet services may • 
be available to all Iowans. 

Competitively-determined prices 
for Internet services are possible. 
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• 
OPTION 6 

State Ownership 
Private Management 

Considerations 

• ICN-based Internet services 
would provide authorized users 
with a link to a variety of 
information services. 

• The ICN's status as an Internet 
server would not be precluded. 

• Providing Internet services is 
already very competit ive. 

• This option would probably not 
affect the price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based Internet 
services for authorized users 
continues to be provided. 

• Competition between state­
supported ICN-based Internet 
services and other Internet 
services is likely. 



ISSUES 

21. How does this 
option affect a 
user's ability to 
access the Internet 
through the ICN? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• ICN-based Internet 
services would provide 
citizens and businesses 
with a link to a variety 
of information services. 

• The ICN's status as an 
Internet access provider 
should not be precluded. 

• Providing Internet 
services is already very 
competitive. 

• This option would 
probably not affect the 
price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based 
Internet services for 
authorized users 
continues to be 
provided. 

• Competition between 
state-supported ICN­
based Internet services 
and other Internet 
services is likely. 

OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Considerations 

• ICN-based Internet 
services would provide 
citizens and businesses 
with a link to a variety 
of information services. 

• The ICN's status as an 
Internet access provider 
should not be precluded. 

• Providing Internet 
services is already very 
competitive. 

• This option would 
probably not affect the 
price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based 
Internet services for 
authorized users 
continues to be 
provided. 

• ICN-based Internet 
services may be available 
to more user groups, 
depending on who the 
lessee decides to serve. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• ICN-based Internet 
services would provide 
authorized users with a 
link to a variety of 
information services. 

• The ICN's status as an 
Internet access provider 
should not be precluded. 

• Providing Internet 
services is already very 
competitive. 

• This option would 
probably not affect the 
price or speed of 
Internet transmission . 

Effects 

• Affordable, ICN-based 
Internet services for 
authorized users 
continues to be 
provided. 

• Competition between 
state-supported ICN­
based Internet services 
and other Internet 
services is likely. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• ICN-based Internet 
services would provide 
citizens and businesses 
with a link to a variety 
of information services. 

• The ICN's status as an 
Internet access provider 
should not be precluded. 

• Providing Internet 
services is already very 
competitive. 

• This option could affect 
the price or speed of 
Internet transmissions. 

Effects 

• Affordable, ICN-based 
Internet services for 
authorized users 
continues to be 
provided. 

• Competition between 
state-supported ICN­
based Internet services 
and other Internet 
services is likely. 



• • • OPTION 7 OPTION 8 OPTION 9 OPTION 10 
ISSUES Reference State Lease to State Lease to State Ownership & State Owned 

Materials Private Companies Private Companies Operation Public Utility 
(Not Restricted) (Restricted) (Limited) (No Limits) 

• ICN-based Internet • ICN-based Internet 
services may be available services would be 
to more user groups, available to all Iowans. 
depending on who the 
lessee decides to serve. 
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ISSUES 

22. Does this option 
preserve or 
encourage 
collaboration? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Consideration 

• 

• State no longer makes assurances 
or is involved in decision-making. 

• Users may work directly with 
providers to coordinate projects, 
reserve capacity, and arrange for 
affordable equipment and 
technology, subject to external 
regulations. 

Effects 

• There is no private-state 
collaboration in this option. 

• There is the potential for 
collaboration between private 
industry and the user. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Consideration 

• State and buyer work together to 
assure that all authorized users 
have affordable access to and 
specified capacity on a well­
maintained fiber optic system. 

Effects 

• Private-State collaboration is 
preserved in this option. 

• OPTION 3 
Sale of 

Excess Network Capacity 

Consideration 

• Revenues from the sale of excess 
capacity could be reinvested into 
the system, creating an indirect 
form of collaboration. 

• The State may get a return on its 
investment. 

Effects 

• This option indirectly preserves 
collaboration. 



ISSUES 

22. Does this option 
preserve or 
encourage 
collaboration? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Private industry is given the 
opportunity to make a profit. 

• The State may get a return on its 
investment. 

• Citizens and businesses are given 
access to the network. 

• This entity would be comprised 
of public and private sector 
representatives, and could be 
funded by both the public and 
private sector. 

• Private and state goals may 
conflict. Balancing objectives 
could be a difficult task. For this 
option to work, the State and 
private enterprise will need to 
work together and recognize the 
importance of each other's goals. 

Effects 

• This option encourages 
cooperation among the 
community, government, and 
private enterprise. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• Private industry is given the 
opportunity to make a profit. 

• The State may get a return on its 
investment. 

• Citizens and businesses are given 
access to the network. 

• Private and state goals may 
conflict. Balancing objectives could 
be a difficult task. For this option to 
work, the State and private 
enterprise will need to work 
together and recognize the 
importance of each other's goals. 

Effects 

• This option encourages 
cooperation between government 
and private enterprise. 

OPTION 6 
State Ownership 

Private Management 

Considerations 

• State continues to establ ish 
network policies, and directs the 
private manager to implement 
those policies. 

• The private manager would 
probably not have control over 
the decisions made by the State, 
but could be required to 
implement those decisions. 

• Private and state goals may 
conflict. Balancing objectives 
could be a difficult task. For this 
option to work, the State and 
private enterprise will need to 
work together and recognize the 
importance of each other's goals. 

Effects 

• This option preserves ongoing 
public-private cooperative 
efforts. 



ISSUES 

22. Does this option 
preserve or 
encourage 
collaboration? 

Reference 
Materials 

• OPTION 7 OPTION 8 
State Lease to State Lease to 

Private Companies Private Companies 
(Not Restricted) (Restricted) 

Considerations Considerations 

• State government is in • The State restricts 
competition with private competition with private 
industry. enterprise by providing 

• Private enterprises may 
not wish to be partners 
with their competitors. 

Effects 

• Th is option does not 
encourage public-private 
cooperation . 

services where currently 
unavailable. 

• The State develops 
demand for services in 
new markets, then 
leaves after private 
enterprise begins to 
provide the same 
services. 

Effects 

• This option encourages 
and preserves public­
private cooperation . 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• Ongoing public-private 
and intergovernmental 
collaborative efforts 
would be preserved . 

• Ongoing public-private 
telecommunications 
collaborative efforts 
would be preserved. 

• Users may pair up with a 
private vendor or other 
entity to fund their 
portion of the 
connection. 

Effects 

• This option preserves 
ongoing collaborative 
efforts. 

• This option does not 
preclude other public­
private collaborative 
efforts. 

• OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• State government 1s in 

competition with private 
industry. 

• Ongoing public-private 
and intergovernmental 
collaborative efforts 
could be preserved. 

• Private enterprises may 
not wish to be partners 
with their competitors. 

Effects 

• This option does not 
encourage public-private 
cooperation . 
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ISSUES 
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fli-lJ■ 
23. As it applies to the 

parties to the 
transaction, who 
assumes the risk? 

Is this entity capable 
of bearing this risk? 

Who are the 
beneficiaries of 
success? 

Reference 
Materials 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• A decision to subsidize use by other 
means at a later date could cost 
the State more or less than if it 
continued to operate the ICN. 

• Sale price may reflect today's 
opportunities, rather than future 
value, as usage of advanced 
telecommunications applications 
increases. ICN users may find it 
necessary to buy back capacity. 

Effects 

• Private buyer assumes the risk. 

• In the case of the ICN, the 
investment opportunity is lost to 
the successful buyer. 

• The State should make sure the 
entity is capable of bearing the risk 
prior to the sale. 

• The buyer would be the direct 
beneficiary of success. 
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OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The State 's risk factor is reduced. 
The State would be liable for its 
obligation to authorized users, 
which may include appropriations. 

• Vendors may well decide they are 
not able to manage the risk 
associated with the required 
assurances, and may discount the 

• amount they will pay for the 
network. 

Effects 

• Private buyer assumes the risk 
associated with operating the 
entire network. 

• The State assumes the risk for its 
portion of the contract. 

• The State should make sure the 
buyer is capable of bearing the risk 
prior to the sale. 

• The buyer would be the direct 
beneficiary of success. 

• Authorized users would benefit 
from continued access to the 
private enterprise network at 
affordable rates. 

• OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• The State's risk factor is reduced if 
its revenues are reinvested in the 
system. 

• Assuming additional investment is 
required, the State's risk factor 
could increase. 

Effects 

• The State retains the risk. 

• The purchaser of excess capacity 
and new users would benefit by 
being able to access the ICN's 
technology platform. 

• The purchaser may benefit from 
indirect tax subsidization, which 
allows it to compete unfairly with 
existing telecommunications 
providers. 

• Authorized users would benefit 
from continued access to the 
private network at affordable 
rates. 



ISSUES 

-
23. As it applies to the 

parties to the 
transaction, who 
assumes the risk? 

Is this entity capable 
of bearing this risk? 

Who are the 
beneficiaries of 
success? 

Reference 
Materials 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• The new private-public entity 
assumes the risk. 

• The State should make sure that 
only entities capable of bearing 
their portion of the risk be 
considered as partners. 

Effects 

• The State and its private partners 
could benefit from returns on 
their investments. 

• The State benefits by continuing 
to meet its commitment to 
authorized users. 

• Authorized users would benefit 
from continued access to the 
private network at affordable 
rates. 

• Businesses and citizens benefit by 
being allowed access to the ICN. 
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OPTION 5 
State Ownership 

Private Operations 

Considerations 

• Private operator assumes operating 
risk. 

• It is not possible to assign all 
financial risk to the operator. 
Ultimately, the State, as the owner, 
will reta in some of the risk. 

• This is the model used in many 
states for short-line railroads where 
the State owns the roadbed and 
rails, but leases to operating 
companies. With such a model, the 
risk to the vendor is measurable. 

• The State should make sure that 
the private operator is capable of 
bearing the risk prior to 
contracting with them. 

Effects 

• Private operator would benefit 
from success. 

OPTION 6 
State Ownership 

Private Management 

Considerations 

• State retains all risk. 

• The State is capable of bearing 
the risk. 

Effects 

• The State benefits by cont inuing 
to meet its commitment to 
authorized users. 

• Authorized users would benefit 
from continued access to the 
private network at affordable 
rates. 
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OPTION 4 OPTION 5 OPTION 6 

ISSUES Reference Private/Public State Ownership State Ownership 
Materials Ownership Private Operations Private Management 

• The State benefits by continuing to 
meet its commitment to authorized 
users. 

• Authorized users would benefit 
from continued access to the 
private network at affordable 
rates. 
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ISSUES 

23. As it applies to the 
parties to the 
transaction, who 
assumes the risk? 

Is this entity capable 
of bearing this risk? 

Who are the 
beneficiaries of 
success? 

Reference 
Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Effects 

• State retains the risk. 

• The State is capable of 
assuming this risk. 

• The State benefits from 
the additional revenues 
from expansion of the 
user base. 

• The State benefits by 
continuing to meet its 
commitment to 
authorized users. 

• Additional revenues 
could directly benefit 
authorized users if 
reinvested into the 
system. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

Effects 

• State retains the risk. 

• The State is capable of 
assuming this risk. 

• Lessee assumes the 
largest portion of risk 
(The lessee would be 
making an uncertain 
investment in the fiber 
connection). 

• The State benefits from 
the additional revenues 
from expansion of the 
user base. 

• The State benefits by 
continuing to meet its 
commitment to 
authorized users. 

• Additional revenues 
could directly benefit 
authorized users if 
reinvested into the 
system. 

• Private industry benefits 
from the creation of 
market demand in areas 
where service is not 
currently available. 
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OPTION 9 
State Ownership & 

Operation 
(Limited) 

Effects 

• State retains the risk. 

• The State is capable of 
assuming this risk. 

• The State benefits by 
continuing to meet its 
commitment to 
authorized users. 

• Authorized users 
continue to benefit from 
low ICN rates. 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Effects 

• State retains the risk. 

• The State is capable of 
assuming this risk. 

• The State benefits from 
additional revenues from 
expansion of the user 
base. 

• The State benefits by 
continuing to meet its 
commitment to 
authorized users. 

• Additional revenues 
could directly benefit 
authorized users if 
reinvested into the 
system. 
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House File 461 
Directive 

@= Directs the ITTC to study the feasibility of selling the 
network or converting it to a public utility. 

r::s= The Study should include the following considerations: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

Effect of sale on the tax-exempt bonds 

Impact on existing telecommunications providers 

Ability to provide affordable access to network for public 
agencies, including Part Ill users not yet connected 

Compliance with state laws 

Use of public rights of way by potential buyers 

Benefits to Iowa businesses and citizens 

Provide long-term lease capacity sufficient to meet existing and 
future educational users 

8. Review whether sale should be through RFP or auction 

9. Impact of FCC policy and regulations on full or partial sell of the 
network and review merits of both 

10. Other issues as identified by ITTC. 

@= ITTC must submit the report, along with their 
recommendation, to the Legislature and Governor by 
November 1, 1995 
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Definitions 

Affordable 

Affordable, as it applies to rates for authorized ICN users, is the current rate 
structure. The Task Force agreed on this definition for the purposes of this study, 
but agreed that state legislators, the Governor, and the ITTC will need to make a 
policy decision on what is considered affordable. The Task Force was able to obtain 
information on what affordable means to authorized users and the business 
community (see Report Appendix for Opinion Survey Summary). 

Prepared by: 461 Task Force 

Capacity 

Capacity is the quantifiable measurement of a telecommunications facility's ability 
to carry communications. In a digital network, capacity is measured in the amount 
of bits of digital information transmitted over a period of time. Typically the 
measurement is in bits per second. 

Prepared by: Dick Vohs, Iowa Network Services, Ed Stanek, Iowa Lottery 
Commission; Tommy Thompson, Iowa Communications Network 

Dark Fiber 

Dark Fiber is fiber that has not been activated by electronics. 

Prepared by: 461 Task Force 

Excess Capacity 

Excess Capacity is capacity in addition to that which is required to transmit a 
communication. In immediate terms, the excess capacity of the ICN would be the 
difference between existing capacity and the forecast of needs for authorized users. 

Capacity can be increased by upgrading the electronic equipment which transmits 
digital impulses over the fiber. In a fiber optic system, capacity is limited only by this 
transmission equipment. Although the fiber in the ICN has potentially limitless 
capacity, the electronics currently in place limits the capacity so that there is no 
excess capacity currently available. 

Provided by: Dick Vohs, Iowa Network Services; Ed Stanek, Iowa Lottery 
Commission; Tommy Thompson, Iowa Communications Network 
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• Minimum Capacity 

• 

• 

Minimum Capacity is the capacity required to transmit a communication. 

Provided by: Dick Vohs, Iowa Network Services, Ed Stanek, Iowa Lottery 
Commission; Tommy Thompson, Iowa Communications Network 

Public Utility 

Public Utility, as the term is used in HF 461 § 1(2) (Iowa Acts 1995), means any 
entity, public or private, furnishing an extensive range of two-way communications 
services to the general public for compensation. 

Iowa Code § 476.1 defines a "public utility" as any entity "owning or operating any 
facilities for .. .furnishing communications services to the public for compensation." 
In practice, regulated communications services under the definition have been two­
way services, thus eliminating broadcasting and cable television from Utilities Board 
jurisdiction. Entities covered by this definition can be governmental units or private 
companies. 

Provided by: Allan Kniep, Iowa Utilities Board 

Telecommunications 

Telecommunications is the electronic transmission of voice, data, or video 
communications. Telecommunications includes various technologies and provides 
real time communications or interactivity. 

Provided by: Bob Halford, Clear Lake Independent Telephone Company, Dick Vohs, 
Iowa Network Services 

Telecommunications Provider 

A Telecommunications Provider is any individual, partnership, association, joint­
stock company, trust, governmental entity, or corporation engaged for hire in 
communication, through a telecommunications medium, between two or more 
locations. Telecommunications can involve copper wire, fiber optics, coaxial cable, 
radio, microwave, satellite, and cellular technologies. 

Examples of Telecommunications Providers: 

1. Iowa Department of General Services (Communications Team) 
IDGS provides communications services for state agencies and receives payment through 
accounting procedures. Their mission statement is "to provide, through an ongoing 
commitment to user needs, effective, integrated communications services." 

3 
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TO: 

FROM: 

RE: 

DATE: 

IOWA DEPARTMENT OF JUSTICE 

461 TASK FORCE 

Chris Sease, Assistant Attorney General tf,.~ 

Study of the ICN -- Legal Issues 

September 26, 1995 

The legal issues discussed below are those identified on the Matrix developed by the task 
force. An executive summary is provided for the reader's convenience. The summary is followed 
by a more detailed analysis. In each instance, an overview of the issue, including relevant 
contract terms, statutory provisions, and legal principles; will be followed by a discussion of the 
impact of each of the various options under consideration by the task force. The options under 
consideration, as set forth in the task force matrix, are as follows: 

Option 1 - Sale of Network (No Assurances) 
Option 2 - Sale of Network (With Assurances) 
Option 3 - Sale of Excess Network Capacity 
Option 4 - Private/Public Ownership 
Option 5 - State Ownership Private Operations 
Option 6 - State Ownership Private Management 
Option 7 - State Lease to Private Companies (Competitive) 
Option 8 - State Lease to Private Companies (Not Competitive) 
Option 9 - State Ownership and Operation (No Changes) 
Option 1 o - State Ownership and Operation (No Limits) 
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EXECUTIVE SUMMARY 
461 TASK FORCE - LEGAL ISSUES 

1. Public Rights of Way - What is the effect of each option on 
public rights of way? 

Public right of way issues do not present barriers to the sale or alternate 
ownership or management of the network. All but Options 6 and 9 would likely 
trigger DOT right of way fees for non-governmental use of the network. Annual 
fee for current urban and rural freeway use would be approximately $ 700,000. 

• 

• 

• 
• 

• 

Options 1-3: A sale of the network, with or without assurances of access for 
current authorized users, or a sale of excess capacity would likely result in 
significant non-governmental use of the network. In this event, the purchaser 
would be responsible for payment of DOT right-of-way fees, which are currently 
waived for governmental purposes. 

Options 4-5, 7-8: Each of these options (joint private/public ownership, state 
ownership with private operations or management, and state ownership with lease 
of excess capacity to one or more private entities) will trigger the imposition of 
right of way fees to the extent they result in non-governmental use of the network . 

Option 6: Utilizing a private entity to manage the network without 
expanding the user base will not impact the current fee waiver. 

Option 9: The DOT fee waiver will remain in effect for up to 26 more years if 
neither owners nor authorized users change. 

Option 10: If the state retains ownership and removes limitations on access, the 
resulting private use will generate DOT fees. 

2. Contracts - What is the effect of each option on existing 28E 
agrP.~ments, federal grant compliance language, licenses, and 
contracts currently in effect? 

The contracts reviewed to date would not present barriers to the sale or 
alternate ownership or management of the network, but some could trigger 
significant demands for recoupment. 

• Phase I & II Agreements: The state's obligations under the maintenance contract 
with McLeod would transfer to the purchaser in the event of a sale under Options 1 
and 2, could be shared with a private entity under option 4, and would remain with 
the state under Options 3, 5-10. Current annual cost approximately$ 2,900,000 . 

2 



• 5. STARC Armory - What is the status of the ICN Hub (currently 
housed in a federal facility)? 

• 

• 

The state has no ownership interest in the STARC Armory facility. Rather, the 
state has the right to use the building under a license agreement which may not 
be transferred or assigned to another party. The need for a purchaser of the 
network to construct alternative facilities would entail substantial cost. 

• 

• 

• 

Options 1-3: The state owns equipment in the hub, but not the hub itself. The 
state's right to use the hub under a license agreement can not be transferred 
without the consent of the National Guard - consent it is unlikely to be provided to 
a private entity. If the hub is relocated , it must meet FEMA survivable crisis 
standards to avoid a recoupment demand of almost $3.5 million. The cost of such 
an alternative site could be substantial. 

Options 4-6: Federal ownership of the hub would not preclude public/private 
ownership or contracting management or operations. However, any such option 
must accommodate state personnel staffing of the hub. It is unlikely the Guard will 
permit non-state contractors to provide personnel to staff the hub. 

Options 7-10: The sale or lease of excess capacity, or continued state ownership 
and operation would not be significantly impacted by the federal ownership of the 
hub . 

6. Regional Switches/Points of Presence - Under each option, 
what is the status of and effect on the state facilities housing the 
regional switches and county points of presence access locations? 

Regional switches and county points of presence are located in public facilities, 
primarily community colleges and schools. While no written agreements are in 
place defining state use of these facilities , the state legislature has authority to 
enact legislation mandating that the community colleges, local schools, and 
other political subdivisions provide access to the purchaser of the ICN in the 
event of a sale 01 the network. 

7. Phase Ill - What is the status of Part Ill facilities under each 
option? 

The Part Ill contracts include assignment provisions and should not present a 
significant barrier to a sale or alternate ownership or management of the 
network . 

4 
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1. Public rights of way. 

What is the effect of this option on the public rights of way? 

A. Current status 

1. DOT 28E Agreement 

2. 

3. 

4. 

a. 

b. 
c . 

d. 

e. 

Parties Iowa Department of Transportation [DOT) , Iowa Department 
of General Services [DGS]. 
Date September 24, 1991 
Duration Initial term is 20 years, agreement may be renewed for an 
additional 10 year period. 
Terms: 
-- DGS allowed to construct and operate fiber optic transmission 
lines on highway rights of way 
-- DGS obligated to comply with DOT policy for accommodating 
utilities 
-- Fee: $ 1.00 per year "as long as General Services' fiber optic 
system is used solely for governmental purposes . .. " 
-- Any other, nongovernmental users, must obtain separate DOT 
permits and approval and will be subject to all fees. 
Amount of right-of-way fees at issue 
Based on the calculations provided by ICN staff, annual fee waivers 
for buried fiber for Parts I & II are: 

Urban freeways (22.28 miles) $ 113,895 . 
Rural freeways (351.34 miles) $ 583,320. 

$ 697,215. 

County roads - DGS has permits in place for use of county road rights of 
way. The county agreements are not in a standard format. The vast 
majority of these agreements do not address fee imposition or assignment. 

City streets - county road comments are applicable. 

Railroads - DGS also has a number of railroad license agreements in place. 
The terms of these agreements vary. Some are assignable on notice, 
others are assignable only with consent of the railroad. The fees applicable 
to these licenses are negligible . 
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2. 28E agreements, federal grant compliance, licenses and other contracts. 

What is the effect of this option on existing 28E agreements, federal grant compliance 
language, licenses, and contracts currently in effect? 

There are literally hundreds of agreements and contracts in place relating to construction , 
maintenance and use of the ICN. The bulk of these contracts concern right-of-way usage. 
These have been discussed in response to issue 1. Of the remaining agreements and 
contracts, the following have been identified as having the most significant impact on the 
options for sale, lease, or alternate disposition of the network or excess capacity therein. 

A. Phase I & II Maintenance Agreement (Addendum A to the construction contract). 

1. Parties Kiewit Network Technologies, Iowa Department of General Services 
(Kiewit interest was assigned to McLeod Telecommunications, Inc. 10/9/92) 

2. Date Original contract - April 15, 1991; Addendum A - October 9, 1992 

3. Duration 1 o years from the end of the last warranty period on Phases I & II. 

4. 

DGS has option to renew for two additional five-year terms. 

Terms: 
-- Scope of work: McLeod obligated to provide work necessary to service 
ICN equipment (all Phase I and II fiber and circuitry) according to 
manufacturer's recommendations, perform periodic tests to assess 
performance levels and degradation, conduct remedial maintenance, 
monitor alarms and dispatch technicians as appropriate, and maintain 
accurate records on network performance. McLeod provides dispatching 
operations for maintenance and repair on a 7 day per week, 24 hour per 
day basis. 
-- State provides facilities (trouble desk and Network Service Center) , 
located at STARC armory hub. 
-- Contract may be terminated by the State only in the events of 
nonperformance by McLeod or nonappropriation. 
-- Assignment/successors [,! 7] : "The responsibilities of the State included 
herein, shall be binding upon the State's successors, or assigns in the 
event of the sale, transfer or any other change in the State 's interest in the 
system." 
-- Fees/annual cost: base cost, $ 2,559,313; plus annual adjustment for 
inflation based on Consumer Price Index; additions increase maintenance 
cost at annualized rate of 3% of the installed value of additional cable and 
equipment. Per report from Tommy Thompson, current annual cost is 
approximately $ 2,900,000 . 
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B. Federal Funding 

1. Federal Emergency Management Agency [FEMA] - discussion under issue 3. 

2. National Guard/ Televideo Communications Network 

a. Cooperative Agreement for federal funding (direct appropriation) 

1. Parties State of Iowa/Dept. Public Defense, National Guard 
Bureau . (Iowa Department of General Services is also signatory) . 
2. Duration through September 30, 1998 
3. Terms: 
-- Federal funding, not to exceed $ 9,323,000. provided by National 
Guard Bureau as agent for Advanced Research Project Agency. 
-- purpose, establish connections between the Defense Simulation 
Internet, State fiber optic infrastructure, and National Guard sites 
within the state (Iowa National Guard Telecommunications 
Network]. 
-- the agreement may not be assigned without consent of the other 
party (§ 704] 
-- Section 712 addresses change of circumstances, providing as 
follows : "In the event the (ICN] network is sold then the state 
agrees to include in the terms of such sale an assurance that the 
purposes for which research and development funding is being 
made available under this agreement, will proceed in accordance 
with provisions cited in Section 101 of this agreement." 

b. 28E Agreement re : Iowa DGS role 

1. Parties Department of Public Defense, Dept. General Services 
2. Duration through September 30, 1998 
3. Terms: 
-- allows DGS, subject to Cooperative Agreement and Statement of 
Work, to execute contracts for design, construction , equipment , 
operation, and maintenance and repair of Iowa National Guard 
Telecommunications Network. 
-- terms and cond itions of Cooperative Agreement are 
incorporated by reference . 

10 



• 

• 

• 

c. Impact of Options 

Options 1-10: Under the terms of governing federal regulations, 
ownership and management structure of the network have no direct 
impact on this grant. As long as the equipment purchased with 
funds under this grant is used for to enhance distance education in 
the schools, the structure of the ICN will have no direct impact. 

4. U.S. General Services Administration / ICN Pilot Project 

a. Memorandum of Understanding 

1. Parties U.S. General Services Administration, Iowa 
Telecommunications and Technology Commission 
2. Duration Executed March 1995; period of performance extends 
through June 30, 1996. May be cancelled by either party upon 30 
days written notice. 
3. Terms: 
-- ITTC agrees to conduct ten specified projects for GSA, projects 
include establishing model federal/state joint use facility, installing 
video conferencing systems connected to the ICN for Social 
Security Filed Offices, Hearing Office, and DDSB; Federal 
Courthouses; Dept. of Veterans Affairs; VA Medical Centers; 
studying viability and cost of IRS connections; coordinate Internet 
access. 

ITTC retains title to network equipment purchased by the ITTC 
with GSA funding, with the exception of Kansas City and 
Washington D.C. connections. 

Access limited to "authorized users" as defined by chapter SD. 
GSA funding, $ 2,952,500 federal appropriation. 
ITTC agrees to make ICN access to federal agencies available 

at a maximum charge of $ 40/hour per end point. 

b. Impact of Options 

Options 1-10: The ITTC owns equipment purchased and installed 
on the network in Iowa. The agreement may be cancelled upon 30 
days written notice. Under these provisions, the state may sell , 
lease, or retain ownership of those portions of the network built out 
with this federal funding. Obligation to provide access at $40/hour 
rate continues through term of the contract, until June 1996 . 
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C. Use Agreements 

1. Board of Regents 

a. 28E Agreement re: utilization of ICN 

1. Parties Iowa State Board of Regents, Iowa Department of 
General Services 
2. Date May 1 o, 1993 
3. Duration unstated , agreement may be transferred to successor 
entities upon mutual consent and may be terminated by either party 
upon 90 days notice. 
4. Terms: 
-- Regents institutions will use ICN for telephonic, data and video 
transmissions. 
-- ICN will provide service at rates equal or lower than other 
carriers. 
-- Regents agree to pay equipment and cabling costs needed for 
conversion to ICN. 

b. Construction and maintenance memorandum of understanding 

1. Parties Board of Regents, Dept. of General Services 
2. Date March 21 , 1994 
3. Duration May be terminated by either party upon 30 days notice. 
Upon termination , DGS agrees to remove all ICN equipment at its 
expense and be responsible for any damage to university facilities 
or equipment caused by the removal. 
4. Terms: 
-- DGS allowed to install fiber optic transmission lines to connect 
universities to ICN. 
-- DGS retains ownership of Utility facilities and obligation to 
maintain. 

c. Impact of Options 

Options 1-10: The 28E agreement for ICN use may be transferred to 
a successor/purchaser if the Board of Regents consent. In addition, 
both the use agreement and construct ion/maintenance MOU include 
termination provisions. These agreements provide no barrier to sale 
of the network or the other options under consideration . 
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3. Federal Emergency Management Agency [FEMAJ 

Will the terms of the FEMA agreements be fulfilled under this option? Will FEMA require 
reimbursement for their investment? Are there consequences to the state's emergency 
response activities? 

A. Grant awards 

1. Survivable Crisis Management [SCM] / Phase II - State Alternative Emergency 
Operations Center [AEOC] - construction 

a. Parties FEMA and State [Emergency Management Division] 
b. Funding 1990 award - $ 1,650,000 

1992 award - $ 1,500,000 
$3,150,000 

These awards required equal dollar match by State, FEMA accepted 
a portion of the State's investment in construction of the ICN as an 
in-kind match. No additional State expenditure was required. 

c. Terms: 
-- State justified use of ICN construction and SCM enhancements 
of the ICN for match to federal investment in Armory construction 
on basis of availability of ICN as direct communication link. 

2. SCM enhancements of ICN system 
a. Parties FEMA and Emergency Management Division 
b. Funding 1993 award - $ 500,000 

This was a federal allocation to the ICN to contribute to cost of SCM 
enhancements of ICN specifications to enable the completed ICN 
project to meet State Emergency Management communications 
needs/FEMA EOC communication requirements (primary 
expenditure was for alternate power source/generators) . ICN was 
appropriated $ 500,000 of state funds to provide cash match. 

3. Alternate EOC equipment 

B. Discussion: 

a. Parties FEMA and Emergency Management Division 
b. Funding 1994 award - $ 255,000 

Funds allocated for furnishing /equipping the Alternate Emergency 
Operations room in the basement of the Armory. The state 's ICN 
construction expenditures were used as in-kind match. 

As noted , a direct state appropriation of $ 500,000 was used as match for federal 
funding of the SCM enhancements of the ICN system itself. The remaining FEMA 
allocations, totalling $ 3,405,000, were directed to constructing and equipping the 
SEOC in the basement of the Armory. The connection to the ICN is in that the 
state was allowed to use ICN construction expenditures as an in-kind match for the 
funds. Rather than expending a matching $ 3,405,000 toward the armory project, 
FEMA allowed us credit for ICN expenditures . 
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4. Federal agency, telemedicine, and National Guard build-out. 

State law requires federal agencies, telemedicine, and National Guard federal grant 
programs to pay for system-wide buildout. What are the ramifications of this option on this 
arrangement, and what is the state 's obligation to provide this service in the future? 

As discussed in relationship to Issue 2, federal grant awards and/or appropriations have 
been and are being used to connect federal agencies, hospitals, clinics, and National 
Guard facilities to the ICN. In each case, the funding agreements define the services 
which the state is obligated to provide. Given the specific terms of these agreements with 
regard to network access, it is unlikely that further access obligations would be inferred . 

A. Controlling agreements. 

1. Federal agency buildouts - U.S. General Services Administration funding 

a. Memorandum of Understanding 

1. Parties U.S. General Services Administration , Iowa 
Telecommunications and Technology Commission 
2. Duration Executed March 1995; period of performance extends 
through June 30, 1996. May be cancelled by either party upon 30 
days written notice. 
3. Terms: 
-- ITTC agrees to conduct ten specified projects for GSA, projects 
include establishing model federal/state joint use facility , installing 
video conferencing systems connected to the ICN for Social 
Security Filed Offices, Hearing Office, and DDSB; Federal 
Courthouses; Dept. of Veterans Affairs; VA Medical Centers ; 
studying viability and cost of IRS connections ; coordinate Internet 
access. 

ITTC retains title to network equipment purchased by the ITTC 
with GSA funding , with the exception of Kansas City and 
Washington D.C. connections. 

Access limited to "authorized users" as defined by chapter 8D . 
GSA funding , $ 2,952,500 federal appropriation. 
ITTC agrees to make ICN access to federal agencies available 

at a maximum charge of $ 40/hour per end point. 

b. Impact of Options 

Options 1-10: The ITTC owns equipment purchased and installed 
on the network in Iowa. The agreement may be cancelled upon 30 
days written notice. Under these provisions, the state may sell , 
lease, or retain ownership of those portions of the network built out 
with this federal funding . 

No explicit provision regarding the ongoing provision of the 
connection to the ICN is included in the state 's agreement with 
GSA. Further, the agreement expires on June 30, 1996 . 
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3. National Guard 

a. Cooperative Agreement for federal funding 

1. Parties State of Iowa/Dept. Public Defense, National Guard 
Bureau. (Iowa Department of General Services is also signatory) . 
2. Duration through September 30, 1998 
3. Terms: 
-- Federal funding , not to exceed $ 9,323,000. provided by National 
Guard Bureau as agent for Advanced Research Project Agency. 
-- purpose, establish connections between the Defense Simulation 
Internet, state fiber optic infrastructure, and National Guard sites 
within the state [Iowa National Guard Telecommunications 
Network] . 
-- the agreement may not be assigned without consent of the other 
party [§ 704] 
-- Section 712 addresses change of circumstances, providing as 
follows: "In the event the [ICN] network is sold then the state 
agrees to include in the terms of such sale an assurance that the 
purposes for which research and development funding is being 
made available under this agreement, will proceed in accordance 
with provisions cited in Section 101 of this agreement." 

b. 28E Agreement re: Iowa DGS role 

1. Parties Department of Public Defense, Dept. General Services 
2. Duration through September 30, 1998 
3. Terms: 
-- allows DGS, subject to Cooperative Agreement and Statement of 
Work, to execute contracts for design, construction , equipment, 
operation, and maintenance and repair of Iowa National Guard 
Telecommunications Network. 
-- terms and conditions of Cooperative Agreement are 
incorporated by reference. 

c. Impact of options 

Options 1 & 2: The State agreement with the National Guard Bureau 
does not preclude a sale of the network. The agreement does, as 
noted above, require that any sale be made with assurances that the 
Guard project will proceed. If a sale took place without such 
assurances (Option 1) , the National Guard Bureau would be entitled 
to seek recoupment of the funds which they have invested in the 
system. Potential recoupment may be mitigated if an alternate 
mechanism for continuation of the project is available . 
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5. Status of the ICN Hub 

What is the status of the ICN Hub (currently housed in a federal facility)? 

A. STARC Armory 

1. Federal - State agreement (construction and occupancy) 

a. 

b . 
c. 

d. 

Parties National Guard Bureau - Departments of the Army and Air 
Force, and State of Iowa 
Date April 18, 1990 
Duration concurrent with License Agreement ("indefinite period of 
time, commencing on 1 July 1989") 
Terms: ---
-- cooperative agreement for joint design, construction operation, 
maintenance and repair of armory 
-- State agrees to be fund construction of State's portion of the 
project (Enhanced Criteria Space and State Emergency Operations 
Center, approximately 52,000 square feet) 
-- State agrees for fund operation, maintenance and repair 
(separate 28E agreement divides these expenses among the State 
Agencies utilizing the facility, DGS/ICN assumes 18%) 
-- Title to all real property constructed vests in the U.S. 
Government; State has right to use pursuant to the license 
agreement 
-- Termination: either party may terminate agreement upon 30-days 
notice, if the State terminates, the State has no right to 
reimbursement of funds provided for design and construction of 
facility 

2. License agreement 

a. Parties Secretary of the Army, State of Iowa 
b. Date effective July 1, 1989 
c. Duration indefinite, may be terminated by State upon 30-days 

notice 
d. Terms: 

-- authorized state use and occupancy subject to terms of 
agreements between state and National Guard Bureau 
-- may not be transferred or assigned 

3. State agency 28E 

a. 

b. 
C . 

Parties Iowa Department of Public Defense -- Military Division and 
Disaster Services (Emergency Management] Division, Iowa 
Department of General Services, Iowa Public Broadcasting Board 
Date filed May 11, 1990 
Duration indefinite 
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6. Status of state facilities housing the regional switches and county points of presence access 
locations. 

Under this option, what is the status of and effect on the state facilities housing the 
regional switches and county points of presence access locations? 

ICN staff indicates that there are not written agreements or easements in place 
defining the state 's use of these local facilities. The fifteen regional switches and 
all county points of presence are located in publically owned facilities. It is my 
understanding that the switches are located in the community colleges and the 
county points of presence are primarily in local schools, but occasionally in other 
public facilities. 

In the absence of agreements which potentially could provide for assignment of the 
state 's right to use the facilities housing the switches and county points of 
presence, it will be necessary for the legislature to provide direction regarding 
these facilities if the status of the network changes. The legislature has authority 
to enact legislation mandating that the community colleges, local schools, or other 
political subdivisions provide access to the purchaser of the ICN in the event of a 
sale of the network . 
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Contracts with Single End Point Vendors 

1. 
2. 
3. 
4. 

5 . 

Parties: Numerous 
Date: Varies 
Duration: Same as contracts with major vendors. 
Terms: 
--Same as contracts with major vendors except that these contracts do not 
include a nonsubstitution provision. 

Impact of Options: Same as contracts with major vendors 
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Options 4-6: Current section 8D.13(18) exempts the ICN, but not a privately-owned 
or operated network from Board regulation. Presumably, if a private co-owner, 
operator, or manager were allowed to generate an independent customer base, 
they would be subject to Board jurisdiction. 

Options 7 & 8: The effect of chapter 476 with respect to that portion of the network 
leased to a private company with assurances would be the same as in the 
circumstance of sale of the network with assurances under Option 2. 

Options 9 & 10: The section 8D.13(18) exemption of the ICN from Board 
jurisdiction is not conditioned upon limitation of the access to current authorized 
users. If the network remains state owned and operated, section 8D.13(18) 
exempts it from Board regulation . 
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A preliminary review of case law reveals no authority to supporting such a 
claim. See 12 E. McQuillen, Municipal Corporations, § 35.13 (3d Ed. 1986) 
(discussing well-recognized principle that, absent an exclusive franchise, a 
municipality may construct and operate a utility in direct competition with 
an existing privately owned public utility). The United States Supreme 
Court has held that no compensable taking occurred when a city acted to 
establish a rail service in competition with a private rail service previously 
granted a non-exclusive franchise to operate within the city. United 
Railroads of San Francisco v. San Francisco, 249 U.S. 517, 39 S.Ct. 361 , 63 
l.Ed. 739 (1919). Similarly, the courts have uniformly found municipalities 
exempt from antitrust liability based upon the establishment of a municipal 
service pursuant to expressed statutory authorization. See Paragould 
Cablevision v. City of Paragould, Ark., 930 F.2d 1310 (8th Cir. 1991) and 
cases cited therein. 

There is no apparent basis to distinguish between municipal governments 
and state government for purposes of applying these principles. Therefore, 
a challenge to ICN competition with private enterprize based upon either 
the 5th Amendment or antitrust law would be highly unlikely to succeed . 
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RESEARCH FOR 461 TASK FORCE 
PREPARED BY UTILITIES BOARD STAFF 

JULY 20, 1995 

.·• 
8. Identify any conflicts in compliance with the policies and regulations 

of the Iowa Utilities Board. Interstate Commerce Conrnission, and the 
Federal Corrmunications Conrnission. 

The portion of the research concerning the Iowa Utilities Board 
(Board) was done by Board staff. The Board's Washington counsel prepared a 
memo. summarized in this document. concerning the Interstate Commerce 
Commission (ICC) and the Federal Communications Commission (FCC). Our 
counsel discussed their memo with FCC staff. The research is based on our 
understanding of the ICN and assumes current statutory language relating to 
the regulatory authority of the Board. the ICC, and the FCC. 

Based on our current understanding, the ICC would not be concerned 
with changes in ownership or operation of the ICN. The significant 
concerns of federal agencies, other than the FCC, would be areas such as 
grants and rights-of-way, which are being considered as separate issues by 
the task force. Because the ICN provides telecommunications services, the 
FCC would be the primary federal agency that would regulate the proposed 
transactions. 

None of the ten options appears to conflict with the 1934 
Communications Act, which is the basic grant of regulatory authority to the 
FCC. The Act does not prohibit any telecommunications entity from selling 
or leasing all or part of its facilities. It also does not prohibit 
combining state and private ownership or management of facilities. As long 
as regulatory requirements are met, the state should be free to pick among 
the options without concern that any option would violate the 
Communications Act. 

At the same time. many of the options require regulatory compliance or 
approval. which may delay or complicate implementation of a particular 
option. FCC licenses or authorizations issued under§ 214 of the 
Communications Act may have to be transferred. If the state retained 
ownership, but opened the ICN to all users. it probably would become what 
the FCC classifies as a non-dominant common carrier and would have to 
comply with FCC regulatory requirements associated with that status. 
Certificates and tariffs also may be required by the Board. 

One issue for both the FCC and the Board raised by several of the 
options would be how to handle the ICN's offering of discounted services to 
distance learning or distance medicine users. However, if the discounts 
could be justified as reasonable. both the FCC and the Board would have the 
discretion to approve them . 

If the ICN becomes a common carrier offering interstate service to all 
users. it would have to comply with the following sections of the 
Communications Act: 
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. 3-

exchange service to the public and not to provide service to authorized ICN 
users. 

OPTION 4 Private/Public Ownership 

Board: Depending on the role of the state in the joint venture; this 
option might lead the legislature to amend IOWA CODE§ 80.13(18). which 
currently eliminates the Board's jurisdiction over a public utility 
providing a service or facility to the ICN or over a user's connection to 
the ICN. If the joint venture operates like any other for-profit utility, 
it probably would not be appropriate for it to operate free of regulation 
when its competitors must comply with regulatory requirements. 

FCC: Similar to option 2. Transfer of the§ 214 certificate may not 
be necessary, or may be easier. because the state would remain a part 
owner. 

OPTION 5 

Board and FCC: 

OPTION 6 

State Ownership/Private Operations 

Essentially the same as option 4. 

State Ownership/Private Management 

Board and FCC: Depending on the authority given to the manager, and 
provided that the user group is not expanded. this probably would not 
change the status quo. 

OPTION 7 State Lease to Private Companies - Competitive 

Board: From the standpoint of the Board's regulation. lease of excess 
capacity would be very similar to sale, as in option 3. The Board 
generally regulates the entity providing service to end user customers. 
without much concern for whether it owns or leases the facilities to 
provide the service. 

FCC: This would vary from option 3. in that transfer of the§ 214 
certificate probably would not be necessary because it is a lease. not a 
sale. 

OPTION 8 State Lease to Private Companies - Not Competitive 

Board and FCC: For regulatory purposes. this is similar to option 7 . 



'· 

• 

• 

• 

FINAL REPORT TO THE 
461 TASK FORCE 

on 

BONDS AND CREDIT CONSIDERATIONS 
(Issues #10 & #11) 

October 9, 1995 

By: 
Robert H. Helmick 
Attorney 
Dorsey & Whitney P.L.L.P 
801 Grand, Suite 3900 
Des Moines IA 50309 
Telephone: (515) 283-1000 



• 

• 

• 

OVERVIEW AND GENERAL CONSIDERATIONS 

The following are some general observations regarding the issues that are 
presented. These comments may be of assistance to you in reading our individual 
conclusions in the Matrix. 

I. Limitation Imposed on the State by reason of the Tax-Exempt Bond Issue: 

The State has issued two (2) Tax Exempt Certificates of Participation Issues 
to pay for a substantial portion of the costs of the Network totaling 
114,530,000. For ease o reference, these will be collectively referred to as the 
"bond issue". Except in one area, the bond issue, and its tax exemption, 
would not prevent the state from taking any course of action. The state may 
always pay off the bond issue (except in that one situation) and may, if it 
needs to continue a debt obligation, replace it with a taxable bond issue or 
with some combinations, if the option would otherwise create a tax 
exemption problem. These may be expensive alternatives, but they are 
alternatives. 

II. The Single Limitation Imposed by the Bond Issue: 

There is one area where the action of the State is limited by the bond issue: 

• 

• 

• 

• 

The State has covenanted with the bondholders that it will 
maintain the tax exempt status of the bonds so long as the 
bonds are outstanding. 

By the terms of the Bond Documents, all of the bonds may not be 
prepaid until July 1, 2003. 

For this reason, the State may not take any action which would 
adversely affect the tax exemption of the bonds until July 1, 2003. 

A sale or change of use of the ICN (except as a general utility) 
including sale or lease of certain portions of the network of 
more than 10% of the network capacity, to selected private 
businesses, or the placing of the network in certain types of 
management contracts, could result in such an adverse effect on 
the tax-exempt status, therefore such could not be done until 
July 1, 2003. 

However, there are two exceptions to that limitation: 

1. Corning within the Federal Tax Exempt "safe haven guidelines" 
for change of use of a facility financed with tax exempt Bonds . 
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Under the conditions material to these discussions, if the Bonds were to be 
Private Activity Bonds, they would not be tax exempt . 

Private business use means direct or indirect use in a trade or business carried 
on by any person other than a governmental unit (except the federal 
government). Use as a member of the general public under conditions 
prescribed in the Internal Revenue Service regulations is disregarded. 

As a practical matter, however, if the use by the general public turns out to be 
insubstantial, it will not exempt the Bonds if they otherwise are Private 
Activity Bonds. 

Restricting the use of the network to certain types of businesses would not 
comply with the General Public Use Exception; however, under 
certain circumstances where only certain segments of the population may, 
as a practical matter, use a facility, it may not violate the General Public Use 
Exception (i.e., parking garages and toll roads as a practical matter may only 
be used by members of the general public having vehicles). 

Independent of the foregoing, certain 501(c)(3), not for profit entities use of 
the network may not affect the tax exempt status of the Bonds. There are 
special IRS rules with respect to 501(c)(3) usage. The Bonds were issued 
complying with those provisions (with respect to the not for profit entities 
then proposed to use the facilities). The restriction by the Iowa ICN statute to 
use by private hospitals and colleges (which are 501(c)(3) entities) is permitted 
by this exception. 

It is for this reason that generally special attention must be given when use by 
private entities exceeds 10% of the use of the facility. However, when publicly 
owned facilities which are intended for general public use, such as toll roads 
or bridges, are constructed with the proceeds of a bond issue and used by 
nonexempt persons in their trades or businesses on the same basis as other 
members of the public, such use does not constitute a use in the trade or 
business of a nonexempt person for the purposes of this test. 

V. Sale of Excess Capacity; 
Lease of Excess Capacity; 
Expanded Use: 

The different options involving the foregoing may generally be treated the 
same for tax exempt purposes. The tax exempt regulations generally deal 
with the issue of whether or not there is private use of the network regardless 
of the form of the transaction (sale, lease, access contracts or operation or 
management contracts not in compliance with IRS regulations) which allow 
that use . 
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2. Definitions must be made of where the network "ends" and the 

facilities of the user (school district, armory, etc.) begin. Related to 
this are the legal rights of the state, or a purchaser, with respect to 
equipment rooms (generally in school facilities) and rights-of-way 
from the public rights-of-way through school or private property 
to the equipment rooms. Of particular concern to the parties 
acquiring a security in the network was that in foreclosure, the 
security holder must have rights to continue switching operations 
through those equipment rooms which then numbered somewhat 
over 100. 

VIII. Certain Use of Terms (Definitions): 

"Pay the Bonds" means payment by placing sufficient funds in escrow 
sufficient to pay interest until the first call date and to pay the bonds on the 
first call date. 

"Defease the Bond Documents" means placing funds in escrow 
sufficient to pay interest and the bonds through their first call date and 
thereby relieving the State of the obligations of the covenants of the 
Bond Documents (except for the covenant whereby the State agrees not 
to take any action which would affect the tax-exempt status of the bonds). 

"Bonds" for ease of reference means the "certificates of participation" which is 
the debt instrument used in this lease purchase financing rather than an 
instrument actually entitled "bonds". 

"Refunding the Bonds" means issuing a new series of Bonds, which could be 
either tax-exempt or taxable, and using those proceeds to pay the outstanding 
Bonds and defease the covenants of the Bond Documents. 

"Bond Documents" includes all of the bond documents entered into by the 
State in relation to the sale and issuance of the Bonds including the lease 
purchase agreement, the trust agreement, the offering statements (and 
representations), the ground use agreement and the mortgage and security 
agreement. 

"General Public Use Exception" means that exception that whereby such use 
is not considered in applying the prohibition against 10% or more use by 
nonexempt persons in their trade or business. 

"5-Year Safe Haven" means the safe haven referred to in Discussion Paper I 
relating to subsequent change of use or sale generally providing that the tax 
exemption of bonds will not be affected by the sale or change of use which 
violates the 10% rule where the issuer reasonably expected to continue the 
governmental use of the facility when the bonds were issued and the use 
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ISSUES 

10. What is the effect of 
th is option on the 
status of the tax 
exempt bonds used 
to finance Parts I 
and II of the 
network? 

Does this option 
result in a violation 
of any provisions of 
the bond 
documents? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Considerations 

• 

• The State has covenanted with the 
bondholders that it will maintain 
the tax exempt status of the bonds 
so long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option date 
(July 1, 2002 with respect to the 
1992 bonds, and July 1, 2003 with 
respect to the 1993 bonds). 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until their first 
prepayment date. 

• A sale or change of use of the ICN 
(except as a general utility) would 
result in such an adverse effect on 
the tax exempt status, therefore 
such could not be done until the 
first prepayment date. 

Constraints 

• The State may not sell the network 
unless it makes provision that 
interest on the Bonds will remain 
tax exempt. 

OPTION 2 
Sale of Network 

(With Assurances) 

Considerations 

• The State has covenanted with the 
bondholders that it will maintain 
the tax exempt status of the bonds 
so long as the bonds are 
outstanding. 

OPTION 3 
Sale of 

Excess Network Capacity 

Considerations 

• Under IRS regulations, the sale of 
more than 10% of excess capacity 
is the same as a sale. 

• The State has covenanted with 
the bondholders that it will 
maintain the tax exempt status of 
the bonds so long as the bonds 
are outstanding. 

• By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their first option date 
(July 1, 2002 with respect to the 
1992 bonds, and July 1, 2003 with • 
respect to the 1993 bonds). 

By the terms of the Bond 
Documents, the bonds may not be 
prepaid until their f irst opt ion 
date (July 1, 2002 with respect to 
the 1992 bonds, and July 1, 2003 
with respect to the 1993 bonds). 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until their first 
prepayment date. 

• A sale or change of use of the ICN 
(except as a general utility) would 
result in such an adverse effect on 
the tax exempt status, therefore 
such could not be done until the 
first prepayment date. 

Constraints 

• The State may not sell the network 
unless it makes provision that 
interest on the Bonds will remain 
tax exempt. 

• For this reason, the State may not 
take any action which would 
adversely affect the tax exemption 
of the bonds until the first 
prepayment date. 

• A sale of more than 10% of the 
excess capacity would result in 
such an adverse effect on the tax 
exempt status, therefore such 
could not be done until the f irst 
prepayment date. 
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OPTION 1 OPTION 2 OPTION 3 

ISSUES Reference Sale of Network Sale of Network Sale of 
Materials (No Assurances) (With Assurances) Excess Network Capacity 

• After completing one of t he 
above options, the State can then 
relieve itself of the obl igations 
and covenants under the Bond 
Documents by escrowing funds 
sufficient to call and pay the 
Bonds at the first prepayment 
date. 

Effects 

• Excess capacity can be sold to the 
general public. 

• If under some circumstances there 
is little direct use by the general 
public, a sale of more than 10% 
excess capacity could not be made 
unless the State complies with the 
actions outlined in "responses to 
constraints." 
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ISSUES Reference 

Materials 

OPTION 4 
Private/Public 

Ownership 

Constraints 

• 

• The State may not pursue this 
option unless it makes provision 
that interest on the Bonds will 
remain tax exempt. 

Responses to Constraints 

• This option is prohibited before 
the first prepayment date, unless 
the State: 

• Pays the Bonds and comes 
within the Five-Year Safe 
Haven (1998), OR 

• Obtains a private letter IRS 
ruling confirming the 
continuing tax exempt status. 

OPTION 5 
State Ownership 

Private Operations 

Constraints 

• The State may not pursue this 
option unless it makes provision 
that interest on the Bonds will 
remain tax exempt. 

Responses to Constraints 

• This option is prohibited before the 
first prepayment date, unless the 
State: 

• Pays the Bonds and comes within 
the Five-Year Safe Haven (1998), 
OR 

• Obtains a private letter IRS ruling 
confirming the continuing tax 
exempt status. 

• 
OPTION 6 

State Ownership 
Private Management 

Constraints 

• Under IRS regulations, this option 
would be the same as a sale, 
unless there is compliance with 
the IRS Management Agreement 
Rules. 

• The management of the network 
by a private entity would not 
have an effect upon the tax 
exempt bonds so long as the 
management agreement 
complies with IRS regulations. 

• IRS regulations generally prohibit 
long-term management 
contracts which in effect would 
give the benefit of ownership to 
the manager. (See Discussion 
Paper /II for more information) 

Responses to Constraints 

• Comply with IRS Management 
Agreement Rules (see Discussion 
Paper /II), OR 

• This option is prohibited before 
the first prepayment date, unless 
the State: 

• Pays the Bonds and comes 
within the Five-Year Safe 
Haven (1998), OR 
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ISSUES 

10. What is the effect of 
th is option on the 
status of the tax 
exempt bonds used 
to finance Parts I 
and II of the 
network? 

Does this option 
result in a violation 
of any provisions of 
the bond 
documents? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 
(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Considerations 

• Selected leases to private 
users for purposes of tax 
exemption has the same 
effect as a sale. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds 
may not be prepaid until 
their first option date 
(July 1, 2002 with 
respect to the 1992 
bonds, and July 1, 2003 
with respect to the 1993 
bonds). 

• For this reason, the State 
may not take any action 
which would adversely 
affect the tax exemption 
of the bonds until the 
first prepayment date. 

• 
OPTION 8 

State Lease to 
Private Companies 

(Restricted) 

Considerations 

• For the purposes of tax 
exemption, a lease of 
excess capacity is the 
same as a sale. 

• As the State would be 
eliminating a segment of 
the general public (those 
in areas already served 
by private utilities), such 
an arrangement would 
violate the General 
Public Use Exception and 
could affect the 
taxability of the bonds. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 

• By the terms of the Bond 
Documents, the bonds 
may not be prepaid until 
their first option date 
(July 1, 2002 with 
respect to the 1992 
bonds, and July 1, 2003 
with respect to the 1993 
bonds). 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

Considerations 

• This option provides no 
change in the use of the 
network. The present 
network configuration 
and use complies with 
bond documents and IRS 
regulations. 

Constraints 

• There would be no 
constraints other than 
present arrangements. 

Effects 

• The legality of the bonds 
and compliance with 
their terms would not be 
affected . 

• 
OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Considerations 

• If the State desires to 
widen the permitted 
users to the network, it 
must do so in a manner 
that will not affect the 
tax exempt stat,.1s c,f the 
bonds, or it must pay off 
the bonds. 

• If private non-exempt 
users are permitted so 
that their use is more 
than 10% of the ICN, 
that use must be the 
same as for members of 
the general public (i .e. 
the IRS General Public 
Exception must be 
complied with) . In 
effect, the network 
would become a public 
utility. 

• The State has 
covenanted with the 
bondholders that it will 
maintain the tax exempt 
status of the bonds so 
long as the bonds are 
outstanding. 
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ISSUES Reference 

Materials 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

• Unless the State 
complies with the 
General Public Use 
Exception, this option 
will be the same as a 
sale. 

• This option is prohibited 
before the first 
prepayment date, unless 
the State: 

• Pays the Bonds and 
comes within the Five­
Year Safe Haven 
(1998), OR 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the Bonds at the first 
prepayment date. 

• OPTION 8 
State Lease to 

Private Companies 
(Restricted) 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the Bonds at the first 
prepayment date. 

Effects 

• The legality of the bonds 
and compliance with 
their terms would not be 
affected, so long as the 
State complies with the 
"responses to 
constraints." 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Response to Constraints 

• The State must comply 
with the General Public 
Use Exception by having 
the network open to all 
(see Discussion Paper II), 
OR 

• This option is prohibited 
before the first 
prepayment date, unless 
the State: 

• Pays the Bonds and 
comes within the Five­
Year Safe Haven 
(1998), OR 

• Obtains a private 
letter IRS ruling 
confirming the 
continuing tax exempt 
status. 

• After completing one of 
the above options, the 
State can then relieve 
itself of the obligations 
and covenants under the 
Bond Documents by 
escrowing funds 
sufficient to call and pay 
the Bonds at the first 
prepayment date . 

.__ __________ __._ _____ _._ __________ .. - _________ _._ _________ __. _________ __. 
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ISSUES 

11. Would the State's 
credit rating be 
adversely affected by 
this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(In Report 
Appendix) 

OPTION 1 
Sale of Network 
(No Assurances) 

Constraints 

• 

• As long as the State complies with 
the "responses to constraints" in 
Issue 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating. 

OPTION 2 
Sale of Network 

(With Assurances) 

Constraints 

• As long as the State complies with 
the "responses to constraints" in 
Issue 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating. 

OPTION 3 
Sale of 

Excess Network Capacity 

Constraints 

• This option will not affect the 
security and revenues pledged to 
the bonds. 

• This option will not affect the 
State's credit rating. 
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ISSUES 

11 . Would the State's 
credit rating be 
adversely affected 
by this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 
(in Report 
Appendix) 

OPTION 4 
Private/Public 

Ownership 

Considerations 

• 

• Creation of a public-private 
entity, and the transfer of 
ownership and benefits of 
ownership to the entity, would 
have the same effect as the sale 
of the network. 

• As long as the State complies 
with the "responses to 
constraints " in Issue 10, there is 
no effect on the security and 
revenues pledged to the bonds. 

• If the State properly executes its 
responses in Issue 10, there wil l 
be no effect on the State's credit 
rating. 

OPTION 5 
State Ownership 

Private Operations 

Considerations 

• A lease to a private operator who 
assumes the risks and benefits of 
ownership would have the same 
effect as the sale of the network. 

• As long as the State complies with 
the "responses to constraints" in 
Issue 10, there is no effect on the 
security and revenues pledged to 
the bonds. 

• If the State properly executes its 
responses in Issue 10, there will be 
no effect on the State's credit 
rating. 

• 
OPTION 6 

State Ownership 
Private Management 

Constraints 

• This option w ill not affect the 
security and revenues pledged to 
the bonds. 

• This option will not affect the 
State's credit rating if the State 
complies with the "responses to 
constraints" in Issue 10. 
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ISSUES 

11. Would the State's 
credit rating be 
adversely affected 
by this option? 

Does this option 
adversely affect the 
security or revenues 
pledged to the 
bonds? 

Reference 
Materials 

Bob Helmick 
(for Dorsey & 

Whitney) 
Analysis 

(in Report 
Appendix) 

OPTION 7 
State Lease to 

Private Companies 
(Not Restricted) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 

• 
OPTION 8 

State Lease to 
Private Companies 

(Restricted) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 

OPTION 9 
State Ownership & 

Operation 
(Limited) 

Constraints 

• The State's credit rating 
would not be affected. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected. 

• 
OPTION 10 
State Owned 
Public Utility 
(No Limits) 

Constraints 

• The State's credit rating 
would not be affected, if 
the State complies with 
the "responses to 
constraints" listed in 
Issue 10. 

• The State's security and 
revenues pledged to the 
bonds would not be 
affected, if the State 
complies wit the 
"responses to 
constraints" listed in 
Issue 10. 
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DISCUSSION PAPER I 

Discussion of Factors Impacting a decision to sell all or a portion of the 
Iowa Communications Network 

October 9, 1995 

I. Introduction 

This is a discussion of the factors that would affect a disposition by sale, lease 
or otherwise of the Iowa Communication Network, or a portion of it, to a 
private entity, and what ramification it would have on the outstanding tax 
exempt Certificates of Participation (the "COPs") issued to finance the project. 

II. Overview 

There are two major considerations related to a disposition of the 
Network: 

(a) Maintaining the tax exemption of any outstanding COPs. 

(b) Satisfying the terms of the loan documents (the Lease Purchase 
Agreement, the Trust Agreement, the Land Use Agreement and the 
Mortgage and Security Agreement). 

ID. Provisions of the loan documents 

The following provisions limit a disposition: 

Section 11.2 of the Lease Purchase Agreement which provides that the 
Network may not be assigned or subleased without the written consent of the 
Iowa Communications Network Finance Corporation (now the Trustee) and 
AMBAC. 

Section 11.3 of the Lease Purchase Agreement which provides that the state 
may not sell, assign, transfer or convey its interest in the Network or any 
portion thereof during the term of the Lease without the written consent of 
the Trustee and AMBAC. 

Section 9 of the Indenture which provides that the lien of the Trust Indenture 
(and other financing documents) may be discharged only upon the payment 
in full of the COPs (or by irrevocably depositing funds sufficient to pay the 
COPs at their earliest possible payment date whether by maturity or optional 
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2 . The actual prepayment premium of two percent 2% of the face amount 
of the COPs called on their earliest prepayment date, July 1, 2002 for the 
1992 Series, and July 1, 2003 for the 1993 Series. The state's financial 
consultant could compute the exact amount of this prepayment 
premium. Funds sufficient to provide for payment of this amount 
must be added to the escrow at the time of the sale. 

3. Any "negative arbitrage" on the escrow of the funds necessary to pay 
the COPs at their earliest call date. The COPs were issued at very 
favorable interest rates in 1992 and 1993 (6.58% as to the 1992 COPs and 
5.28% for the 1993 COPs). If interest earned by the state on the funds in 
the escrow is less than the interest the state must pay on the COPs the 
difference (the "negative arbitrage") would have to be added to the 
escrow so there would be funds sufficient to call the COPs on the call 
dates. 

All of the foregoing costs would be paid by the state at the time of the 
disposition. 

Federal tax exemption considerations 

A disposition of the Network prior to it being owned and used by the State for 
five (5) years will result in interest on the COPs becoming taxable, unless the 
State is able to obtain a private letter ruling from the Internal Revenue 
Service that the COPs will remain tax exempt. 

In 1993 the Internal Revenue Service issued Rev. Proc. 93-17 that sets forth 
new standards under which a change in use (sale) of a facility financed with 
tax exempt COPs will not result in the COPs becoming taxable. The safe 
harbor criteria are the following: 

1. Reasonable expectations. As of the date of issue the state must have 
had reasonably expected to continue the qualified use of the Network 
for the entire term of the issue. 

2. 5-year actual use . The qualified use must have actually continued for 
at least 5 years from the date of issue or the date the facility placed in 
service (whichever was later). This is perhaps the most significant 
point which will adversely affect a sale of the Network. 

(a) The 5-year minimum use standard makes no distinctions based 
on the reason that the nonqualifying use occurs. Involuntary 
dispositions, such as dispositions in a foreclosure or bankruptcy 
proceeding, or severe change of circumstances or economics 

iii 



• 

• 

• 

(ii) There is no "temporary period" for investment at an 
unrestricted yield, notwithstanding the length of the 
escrow or the elapsed time to the redemption date. 

(b) Alternative use of disposition proceeds. As the COPs are 
governmental purpose COPs, the disposition proceeds can be 
used in an alternative manner that would result in a qualified 
use. If this approach is taken, redemption is not required. 

(i) The determination of qualified use is made as of the date 
of the original issuance. Curative action may be possible 
to demonstrate compliance. 

(ii) The disposition proceeds must be allocated to the 
alternative use within 1 year after the change in use. 

(iii) Disposition proceeds not used for the alternative use 
must be used for redemption purposes. 

(iv) If the amount of disposition proceeds allocable to the 
alternative use is less than the amount of the proceeds of 
the issue allocated to the nonqualified COPs (because the 
facility was sold at a loss), the issuer must use its own 
money to redeem a pro rata portion of the nonqualified 
COPs. 

(c) Alternative use of facility. As the COPs are governmental 
purpose COPs, the affected facilities can be used in an alternative 
manner that would have resulted in qualified use of the affected 
facilities and other facilities financed by the same issue. 

This determination is also made as of the date of original 
issuance. Curative action may be possible to demonstrate 
compliance. 

VI. Disposition of a portion of the Network. 

A portion of the Network may be disposed of only under the same condition 
as outlined for a complete disposition of the entire Network. 

Under some strict limitation, a portion of the Network may be disposed of 
without necessarily providing for the prepayment of all of the COPs. 

Section 11.3 of the Lease Purchase Agreement provides that the Lessee "will 
not sell, assign, transfer or convey its interest in the leased property or any 

V 
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4. The Network control center is an integral part of the STARC Armory. 
The state, the National Guard, and the federal government all have 
interests in this facility. The practicality of moving it or the 
renegotiated arrangements for leaving it there will have to be explored. 

5. A portion of the Network was paid for through a FEMA grant. 
Consideration will have to be given as to the obligation of the state to 
comply with the terms of that grant for the continuation of emergency 
service provided by the Network. 

6. Most of the end points are located in publicly owned school property. 

7. 

The "line of demarcation" of the Network property and the school 
property is on the user side of the CODEC located on the school 
property. Contractual arrangements would have to be made between 
the new owner and the owner of each of these sites. 

With the completion of the Network the state purchased a local 
tandem switch to connect all state phone traffic from and to the capitol 
complex and Des Moines facilities to the Network. The local tandem 
switch is a part of the pledged security of the Network. However, 
special consideration should be given as to whether or not the state 
could transfer title to the local tandem switch to a private purchaser or 
if arrangements should be made for the state to retain that switch as 
part of its capitol complex phone system. 

8. Consideration must be given to the terms of a disposition and the 
guaranty to the state of continued services to it and other public 
entities. 

VIII. Conclusion 

It is legally and practically possible to dispose of the Network to a private 
entity. However, there will be difficulties. 

The first hurdle would be to obtain a private ruling from the Internal 
Revenue Service that the interest on the bonds would remain tax exempt. 

Thereafter arrangements would have to be made for escrowing funds to pay 
the bonds, complying with the loan documents and working out the physical 
transfer arrangements as well as the term of sale . 

Vll 
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DISCUSSION PAPER II 

Discussion of Potential of Use of Over 10% of the ICN 
by Private Entities (including the Federal Government) by establishing the 

ICN as a Public Utility 

October 9, 1995 

I. Summary. 

II . 

This discussion is an analysis of a potential expansion of the use of the ICN by 
transforming it into a telecommunications utility or through a disposition of 
the ICN, and an analysis of the impact of either on the existing tax-exempt 
financing. 

There are no Federal tax prohibitions on this expanded use (within certain 
limitations not necessarily material here) so long as the utility is open to all 
citizens of the same class. The disposition of the ICN to a commercial interest 
has certain adverse tax consequences under Internal Revenue Code 
provisions. 

Creation of a State Telecommunications Utility. 

The ICN may be transformed into a public utility if the Legislature desires to 
expand revenues from the ICN by opening it up for commercial and private 
use. There generally would be no impediment to such a decision. The 
following points are considerations: 

(a) There is no Internal Revenue Code prohibition of the ICN being 
used as a utility, although tax-exempt financing was utilized. 
There are many examples: 

• Parking garages may be built, financed and managed by 
government entities (including the Federal Government) 
with the use of tax-exempt bonds so long as the garage is 
available to all citizens of the same class (i.e. citizens 
driving cars, but not to citizens driving trucks, buses, or 
motorcycles). Conversely, if the government entity leases 
substantial portions of the garage to private companies for 
their exclusive use, then financing becomes a "private 
activity bond" and either taxable or subject to complex 
regulations . 
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of individuals using it (as an example, it may not be practical for a single 
individual citizen to use it for a single transmission -- instead, regulations 
could be established regarding minimum ongoing uses that are commercially 
viable). All private or commercial citizens of the same class (i.e. phone 
companies, data transmission companies, etc.) must have equal access on an 
equal basis. 

The ICN could establish rates and revenues for commercial use. These could 
be, or could not be, subject to regulation. 

The expanded use would have no adverse effect on present financing, 
particularly since it would increase revenues . 

iii 
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DISCUSSION PAPER III 

Management Contracts and their Effect on Whether or Not a 
Managed Facility is Thereby Used in the Trade or Business of the Manager 

October 9, 1995 

I. Summary 

A contract between a manager and a government unit to operate bond­
financed governmental facilities may result in "private business use" 
which would affect the tax-exempt status of the bonds, depending upon 
the terms of the contract. 

The IRS has set out guidelines for "Safe Harbor" for contracts that will 
not affect the tax-exempt status, that is the taxpayer knows that if such 
rules are met, private business use will not result. Contracts that do not 
follow the guidelines may still not result in private business use but the 
taxpayer will not have the certainty offered by the "Safe Harbor" tests. 

The elements of the "Safe Harbor" tests are: 

1. A compensation arrangement must satisfy both a "reasonable 
compensation" and a "permitted compensation arrangement" 
requirement. 

• The contract cannot provide any compensation for services 
based upon the net profits of the facility, thereby giving the 
manager some ownership-type interest in the facility . 

• The compensation agreement must satisfy at least one of 
the following: 

a. 

b. 

50% or more of the compensation for services for 
each annual period must be based on a periodic 
fixed fee; or 

100% of compensation for services must be based 
on capitation fee or combination of the capitation 
fee and a period fixed fee and capitation; or 
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In sum, any proposed contract by the State with a private business entity or 
the federal government must be carefully examined to determine whether the 
contract, either alone or with other contracts relating to the Project, would cause the 
Bonds to be treated as private activity bonds. These limitations must be observed so 
long as the Bonds are outstanding in order to preserve the tax exemption of interest 
on the Bonds. The Service regards changes in use at any time, even if the original 
expectations of the State have changed, as potentially affecting tax exemption 
adversely. 

Management and Other Service Contracts 

In Revenue Procedure 93-19, the Service prescribes guidelines for 
management and other service contracts of bond-financed facilities so that such 
contracts will not give rise to private business use under the Code. 

If the following requirements are met, a management or service contract will 
not give rise to private business use: 

1. Compensation . 

The contract must provide for reasonable compensation for services 
rendered. No part of the compensation may be based on a share of net profits of 
operation of the Project. Apart from these general requirements, the Revenue 
Procedure outlines four permissible compensation arrangements: 

(a) Periodic Fixed Fee. At least 50 percent of the compensation 
for services for each annual period are based on a periodic fixed fee. A 
fixed fee, expressed as a stated amount for a specific period, may be 
increased if the increase is automatic and based on a specified, objective 
standard (such as the Consumer Price Index) not linked directly to the 
operation of the Project. 

(b) Per-Unit Fee. Compensation is based on a "per-unit" fee or a 
combination of per-unit fee and a periodic fixed fee. A "per-unit" fee is 
a fee based on a unit of service provided, such as a stated amount for 
each car parked at the Project. 

Notwithstanding the discussion under "Contract Term" below, a 
per-unit fee may be used only if the contract has a term, including 
renewal options, of three years or less, and the State must have the 

111 
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The State must have the contract right to cancel the contract upon reasonable 
notice at the end of the third year of the contract term, again, unless a shorter period 
is required because of the particular compensation arrangement used. (See 
discussion of "Compensation" above.) Examples of forbidden contract penalties for 
cancellation include a limitation on the right to compete, a requirement that 
equipment, goods or services be purchased from the service provider or the 
payment of liquidated damages. Generally, however, the contract may provide that 
in the event of cancellation the ordinary and necessary expenses of the service 
provider may be reimbursed or key personnel of the service provider may not be 
hired by the State. 

4. Unrelated Parties. 

In general, the service provider must not have any role or relationship with 
the State that, in effect, substantially limits the State's ability to exercise its rights 
under the contract. Given the status of the State as a municipal corporation and 
state law conflict of interest rules, we would not expect that this limitation would 
have much relevance to a contract relating to the Project. 

Effect of Compliance. If a management or service contract meets the 
foregoing guidelines, the manager or other service provider is not deemed to have 
used the Project in its trade or business. 

Incidental Uses 

The Internal Revenue Service has also provided guidance relating to the 
"incidental use" by private parties of bond-financed governmental facilities . Use is 
"incidental" if (i) it does not involve the transfer to the user of possession or control 
over space that is separated from other areas of the Project by walls, partitions or 
other physical barriers (such as a night gate affixed to a structural component of the 
Project), (ii) the use is not related to any other use of the Project by the same user, 
and (iii) all such "incidental uses" of the Project, in the aggregate, do not involve 
use of more than two and one-half percent of the Project. (Notice 87-69, 1987-2 Cum. 
Bull. 378, Section (b).) Examples offered by the Service include coin-operated 
telephones, advertising displays, vending machines, a newspaper stand or 
shoeshine stand located in common areas. All incidental uses are disregarded for 
purposes of the private business use test . 

V 
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TERRYE. BFlANSTAC. CJOVERNOl't OF'FICE FOR STATE-FEDERAL RELATIONS 
WASHINGTON. D.C. 

TO: 

FROM: 

SUBJECT: 

DATE: 

PMILIP C . SMITH. 01"£CTOR 

461 Task Force Members 

Phil Smith ~~ ~ 
Summary of Majpr Federal Grants and Contracts Associated with the Iowa 
Communications Network 

September 6, 1995 

Thank you for the opportunity to meet with you on September 8, concerning federal suppon for 
the Iowa Communications Network and its users. 

Since its inception in the 1980's, the ICN has attracted a considerable amount of federal interest 
by a variety of federal agencies. However, it was not until 1991 when the construction of the 
network actually began that we started to see specific opportunities for federal funding and 
federal participation. By the end of FY'96, we will likely obtain over $50 million in federal 
support for ICN related activities. 

For your information, I have prepared the enclosed summary of the major f edcral grants and 
contracts received by ICN users since 1991. This is not an inclusive list, but it will give you 
a sense of the types of opportunities available to enhance the capability of the Iowa 
Communications Network. 

I look forward to meeting with you on the 8th, and discussing these matters with you . 

SUITE 359. HALL OF THE STATES, 444 NORTH CAPITOL STREET. WASHINGTON . D.C. 2000\ 
TELEPHONE: (202) 624-5442/TELEF AX l202l 624-8 t 89 
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FEDERAL FINANCIAL ASSISTANCE 

FOR ICN RELATED ACTIVITIES 

Maj or Contracts and Awards 

The Iowa Communications Network has provided its users with several new opponunities to 
seek federal funding to support initiatives which employ the advanced telecommunications 
technology offered by the Network. To date, a total of $38,366,000 in grant or contract awards 
have been given to eight ICN users. These include: 

1. 111< Iowa National Guard: The Iowa National Guard has received approximately $9.5 
million in FY 1994 funds from the Department of Defense Advanced Research Projects Agency 
(ARP A) for the development of its Community Leaming Center and Information Network. This 
will enable the Iowa National Guard to connect S 1 of its armories (with a combined total of 57 
classrooms) to the ICN for a full range of voice, data, and video service. Because of this 
project, the Iowa National Guard will be able to participate in the development of new military 
applications for distance education, training, and emergency response programs. In addition, 
community organizations and public agencies will have access to the video conferencing 
resources when not in use by the Iowa National Guard. 

2. Disasttr Strvices: The Iowa Department of Public Defense received $3,405,000 to 
help construct the Emergency Operation's Center Complex at the STARC Armory, and $500,000 
in direct match for the Network. Matched by $2,059,138 in State funds, this facility also serves 
as the headquarters of the ICN. 

3. Iqwg Public Tcl,vision: To date, !PT has received $8 million in Star Schools funding 
from the U.S. Department of Education to aid Iowa Schools with the implementation of distance 
education programs. This was divided into two $4 million granu covering the FY'93 and FY'94 
periods. 

4. !.l,niversio q(Iowa Hospitqls and Clinics: The University of Iowa has received a three­
year, $7 .3 million grant from the National Library of Medicine to develop a National Center for 
Rural Telemcdicine. It's initial effort has focused on linking together hospitals in Davenport, 
Ottumwa and Van Buren County to the UIHC for a demonstration of rural telemedicine. 

5. Iowa Mtthodisr Medical Genter: The Iowa Methodist Medical Center has received 
$700,000 from the Health Care Financing Administration (HCFA) to develop a pilot 
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Madison. 

OTHER PROGRAMS 

In addition to the eight major federal contracts or grant awards identified in this report, it is 
anticipated that ICN usen will receive at least two FY'95 - FY'96 awards. These are: 

o SJ.gr Schools: Iowa Public Television is now negotiating with the U.S. Department of 
Education on a FY'9S $4 million grant for a distance education Star Schools Award. 
This should be available by September 30, 199S. 

o GSA!ICN Pilgt Pm}ew: The FY'96 Treasury, Postal Services House of Representatives 
appropriations bill contains a $6 million line item to continue and expand the FY'95 
pilot projects. The outcome of this legislation should be lmown by September 30, 
1995. 

Added to the $38,366,000, these two projects will bring the total to $48,366,000. This figure 
does not include funding for the research being done by the Iowa National Guard on behalf of 
the Department of Defense (about $2 million per year), nor docs it include grants received by 
other Iowa entities such as the private colleges and universities, community colleges, and some 
state agencies. Likewise, it docs not reflect the direct and indirect contributions made by federal 
agencies using the ICN. If all of these were combined, the total figure of federal financial 
assistance for ICN use.rs would easily exceed $50 million. 

FUTURE ACTIVITIES 

Although future specific priorities for ICN users and the State of Iowa will vary, there are some 
common on-going areas where there will continue to be opponunities for federal participation. 
These include: 

1. Building linkages with federal agencies choosing to do telecommunications research 
projects via the ICN. Law enforcement functions, judicial applications , telcmedicine and 
citizen services are a few of the areas most likely to get support. 

2. Promoting the continual development of the Iowa National Guard telecommunications 
system. This will include increasing infrastructure capacity for such items as connecting 
more sites and adding key electronics to the system for increased capacity. (ATM 
switching and a video server are seen as key elements important to the National Guard 
Project). Research opportunities will also be pursued. 

3. Seeking opportunities to expand our telemedicine program, with an emphasis on research 
activities for Iowa hospitals and the University of Iowa Hospitals and Clinics. Efforts 
will be made to expand telemedicine services within the VA Medical Centers in Iowa 
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IOWA COMMUNICATIONS NETWORK 

Assumptions underlying the preparation of the " Facility Investment Estimate" 

The Iowa Communications Network ("ICN") has been constructed with funding coming from several 
different sources. The attached " Facility Investment Estimate" has been put together to give the users a 
summarized look at the sources of investment in the ICN. The summary is not. however, designed to give 
an interpretation of ownership, but merely a look at the investment sources. In completing the document. 
the following assumptions have been used. 

Furthermore. this document is intended to display a source of user investments in the Iowa 
Communications Network, relating to transmission equipment, classroom equipment and fiber facilities . 
The ICN has not polled any of its authorized users to determine actual investments, but rather has estimated 
those investments. 

I. The original construction contract between the State of Iowa and Kiewit Network Technologies (n/k/a 
MFS Network Technologies), as amended 39 times, is included in its entirety. all remaining costs are 
assigned based on estimates as is detailed in the following. 

2. The ICN "hub" is located at the Stare Armory. Major pieces of equipment that are located at the hub 
include voice, data, and video switches, 3/3, 3/1 and 1/0 DACS switches, coder/decoders, software 
management systems, channel banks, fiber facilities. generators, the network control center, and the 
facility. All costs related to the original construction contract have been allocated to each electronic 
site based on the link allocation referenced in the contract. 

3. Part I of the ICN built the hub, 15 regional switching centers, and 5 stand alone switching centers .. 
Common equipment at the regional switching centers include 3/3 video switches; 3/ 1 administrative 
switches. fiber transport systems, AC generators, DC power plants, propane tanks, channel banks, OC-
12 or OC-48 equipment, codec shelves. codecs, and multiplexers. All costs related to the original 
construction contract have been allocated to each electronic site based on the link allocation referenced 
in the contract. Furthermore, a classroom set was placed in each of the 15 regional switching center 
locations. These Part I sites also act as a primary county point of presence. The three Regent 
Universities and IPTV were also added as part of Part I. They have OC-48 FOTS gear and a 
classroom set. 

4. Part II of the ICN provided for 84 county points of presence. Common equipment at each of these 
sites include OC-l2's, multiplexers, AC generators, DC power plants, channel banks, codec shelves 
and fiber facilities. A classroom set was placed at each location. 

5. Regen sites were also built as part of the original construction contract. Common equipment at regen 
sites include OC-48's or OC- I 2 ' s, propane tanks. AC generators, DC power plants, channel banks. 
fiber facilities , land, fencing, and housing huts. 

6. A change order to the original construction contract provided for the construction of 8 transmitter sites 
for Iowa Public Television. Common equipment at each of these sites include an FMT-150, 0845 
shelves. codec, DC power plant and fiber facilities . 

7. A change order to the original construction contract provided for alternate routing of administrative 
traffic. This primarily included fiber connections between remote sites, designed to close a fiber loop. 

8. Most classrooms are assumed to have an average equipment cost of $48,000. For each of the original 
I 04 classrooms. a portion of the equipment rnvestment was received from a federal Star Schools 
Grant. The remaining investment was made by the site host. Investment in classroom equipment 
added after the original I 04 sites was made by the site host. 

9. Sites that have been added to the ICN subsequent to the original construction have been funded from 
sources other than construction and/or ICN investments. This includes the electronic equipment. fiber 
facilities. and classroom equipment. Please note that the ICN has not polled its authorized users 
relative to the addition and costs of classroom equipment. For purposes of this document, it is 
assumed that the site host is the investing party, which may not be the case in all circumstances . 

I 0. The planned additions for FY 1996 are included in the summary based on existing projections of cost. 
Included in this list are Part III. National Guard Armory additions, Federal Agency additions. and the 
Department of Human Services. Please note that Part III has been included for FY 1996 exclusively. 
Additional implementation of Part III is dependent upon legislative funding, and has been excluded. 
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Source of Funds 

State of Iowa (1 ) 
Federal Funds 
Star Schools Grant 
FEMA 
National Guard 
Hospitals 
State Universities 
Private Colleges 
Area Community Colleges 
K-12 Schools 
Area Education Agencies 
State Agencies 

Total Sources of Funds 
(estimated) 

IOWA COMMUNIC. NS NETWORK 
HF 461 TASK FORCE 

FACILITY INVESTMENT ESTIMATE 

Hub-Stare Armory Part I & II End Points 
Classroom Classroom 

Electronics Equipment Fiber Equipment Equipment Fiber 
$13,013,000 $ - $5,610,000 $ 58,095,000 $ - $17,836,000 

- - - - - -
- - - - 2,020,000 -

500,000 - - - - -
- - - - - -
- - - - - -
- - - - - -
- - - - 56,000 -
- - - - 1,568,000 -
- - - - 1,428,000 -
- - - - 56,000 -
- - - - - -

$13,513,000 $ - $5,610,000 $ 58,095,000 $5,128,000 $17,836,000 

Equipment 
$13,516,000 

-
-

-
-
-
-
-
-
-

-
-

$13,516,000 

(1) State of Iowa funds includes proceeds of the 1992A and 1993A COPS, as well as appropriations from the state general fund 

(2) Part Ill is included for FY 1996 only, as fund ing status for the remaining years is unknown. 

• 
Part Ill Sites (2) 

Classroom 
Equipment Fiber 

$ - $ 756,000 
- -
- -
- -

- -
- -

- -
- -
- -

4,416,000 -
624,000 -

- -

$5,040,000 $ 756,000 

10/9/95 9:57 AM 
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Source of Funds 

State of Iowa (1) 
Federal Funds 
Star Schools Grant 
FEMA 
National Guard 
Hospitals 
State Universities 
Private Colleges 
Area Community Colleges 
K-12 Schools 
Area Education Agencies 
State Agencies 

Total Sources of Funds 
(estimated) 

IOWA COMMUNIC.NS NETWORK 
HF 461 TASK FORCE 

FACILITY INVESTMENT ESTIMATE 

Universities & Colleges State Agency Sites 
Classroom Classroom 

Equipment Equipment Fiber Equipment Equipment Fiber 
$1 ,852,000 $ - $ - $ 33,000 $ - $ -

- - 111 ,000 148,000 - -
- 60,000 - - - -

- - - - - -
- - - 3,662,000 2,621 ,000 2,500,000 
- - - - - -

149,000 420,000 - - - -

285,000 240,000 1,966,000 - - -
- - - - - -

- - - - - -

- - - - - -
- - - 1,063,000 737,000 99,000 

$2,285,999 $ 720,000 $2,077,000 $4,906,000 $3,358,000 $2,599,000 

• 
Federal Agency Sites 

Classroom 
Equipment Equipment Fiber 

$ - $ - $ -
1,891 ,000 509,000 966,000 

- - -
- - -
- - -

- - -
- - -
- - -
- - -

- - -

- - -
- - -

$1 ,891 ,000 $ 509,000 $ 966,000 

10/9/95 9:57 AM 



Source of Funds 
State of Iowa (1) 
Federal Funds 
Star Schools Grant 
FEMA 
National Guard 
Hospitals 
State Universities 
Private Colleges 
Area Community Colleges 
K-12 Schools 
Area Education Agencies 
State Agencies 

Total Sources of Funds 
(estimated) 

Equipment 
$ -

-

-
-
-

553,000 
-
-
-
-
-
-

$ 553,000 

HF 461 TASK FORCE 
FACILITY INVESTMENT ESTIMATE 

Hospitals Total Equipment by Type 
Classroom Classroom 
Equipment Fiber Equipment Equipment Fiber 
$ - $ - $ 86,509,000 $ - $24,202 ,000 

- - 2,039,000 509,000 1,077,000 
- - - 2,080,000 -
- - 500,000 - -
- - 3,662,000 2,621 ,000 2,500,000 

565,000 - 553,000 565,000 -
- - 149,000 420,000 -
- - 285,000 296,000 1,966,000 
- - - 1,568,000 -
- - - 5,844,000 -
- - - 680,000 -
- - 1,063,000 737,000 99,000 

$ 565,000 $ - $94,760,000 $ 15,320,000 $29,844,000 

Total 
$110,711 ,000 

3,625,000 
2,080,000 

500,000 
8,783,000 
1,118,000 

569,000 
2,547,000 
1,568,000 
5,844,000 

680,000 
1,899,000 

$139,924,000 

10/9/95 9:57 AM 
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Business Valuation 101 for 461 Task Force 

Cost/Asset Approach 

A. Original cost 

B. Book value 

C. 

1. Difference between total assets (net of depreciation, depletion and 
amortization) and total liabilities of an enterprise as they appear on the 
balance sheet. Synonymous with net book value, net worth and 
shareholders' equity. 

2. Strength - simplicity. 
3. Weakness - based on historical data which may not approximate fair 

market value (FMV). 

Adjusted book value 
1. Restates historical financial data to FMV. 
2. Strength - takes into consideration the changes in FMV of the corporation 's 

assets since acquisition. 
3. Weakness - FMV of specific groups of assets difficult to determine and may 

require additional appraisals . 

D. Liquidation value 
1. Net amount expected if assets are sold off and proceeds used to satisfy 

liabilities. Considers liquidations costs. Assumes the company is no longer a 
going concern. 

2. Strength - indicates a minimum value. Especially useful when there are low 
profits and/or losses and there is some question about ability to continue as 
a going-concern . 

3. Weakness - excludes intangible assets and may understate value of other 
assets for a going concern . 
a. Forced liquidation 
b. Orderly liquidation 
c. Partial liquidation 

II. Income/Earnings/Cash Flow Approach 

A. Discounted future earnings/Discounted cash flow 
1. Earnings (cash flow) are projected into the future and discounted to the 

present through the use of an appropriate discount rate. 
2. Strength - focuses analysis upon the subject company's earning capacity 

each year for a period of years. 
3. Weakness - inherent difficulty of projecting earnings and determining the 

discount rate. 

B. Capitalized normalized earnings/Capitalized normalized cash flow 
1. Divide expected future earnings (or cash flow) for one year by an 

appropriate capitalization rate which reflects t he risk of investment in the 
business. 
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E . 

F. 

G. 

H. 

I. 

J. 

K. 

Strong financial position such as strong working capital position, strong equity 
position 

Modern, well-kept facility 

Management depth/skilled labor force 

How many knowledgeable buyers 

Little competition 

Large capital expenditures to enter the business 

Reliable historical financial information 

VI. Some Indications of Lower Value (higher risk) 

A. Poor outlook for industry 

B. Distress circumstances where the owner needs to sell 

C. 

D. 

Heavy debt load 

History of problems such as employee turnover, customer complaints, regulatory 
problems and litigation which impact the company's reputation 

E. Lack of management depth, dependence on a keyman 

F. Competitive disadvantages 

G. Dependence on a single large customer 

H. Dependence on a single large supplier 

I. Uncertainty about the future 

J. Rapidly changing technology 

K. Inadequate historical financial information 

Prepared by Yale Kramer 
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IOWA COMMUNICATIONS NETWORK SURVEY 
SUMMARY OF FINDINGS 

During the first week of September nearly 2,800 Iowans received a four-page survey to gauge 
their use of the Iowa Communications Network and to assess their opinions regarding changes 
to the state's fiber optic network. All currently authorized users received the survey as well 
as more than 2,000 businesses around the state. The business sample was drawn from listings 
in the directory of the Iowa Association of Business and Industry. 

Of the 2,797 surveys mailed out, 479 were returned by September 12th, yielding an overall 
response rate of 17%. The response rate for all authorized users is generally strong at 38%, 
while business response, at 9%, is lower. Authorized users are broken into five categories 
and each groups' individual response rates is as follows: 

State Government Agencies 
Libraries 
Institutions of Higher Education 
K-12 Educational Institutions 
Hospitals 

Response Rate 
% 

71 
54 
47 
34 
32 

Like a census, all authorized users of the Iowa Communications Network received a survey. 
Thirty-eight percent, or 295, completed the survey, and their results can be interpreted with 
confidence even though total subgroup base numbers of respondents may be low. A total of 
184 businesses responded to the survey, providing an adequate base for findings. 

This report summarizes the finding from the survey. The first part is a narrative discussion of 
the key findings; it is divided into four parts: an overview, a discussion of the nature of 
technology use among authorized users; a discussion of authorized users' opinions regarding 
changes to the system and their preferences; and a final section on findings among business 
respondents. An appendix follows the narrative report and includes tables highlighting 
responses to questions involving the tested changes to the system, a filled-in questionnaire for 
authorized users and one for businesses. 

OVERVIEW 

The survey is designed to assess opinions on future restructuring of the Iowa Communications 
Network among two key constituencies: current ICN authorized users and Iowa businesses. 
Two findings are clear: authorized users favor minor adjustment options that have the least 
impact on them, and businesses prefer some private sector control over the network . 
Generally, current users are apprehensive of an unfettered, privately owned system, focusing 
on cost and scheduling concerns. However, the current status of the network receives some 
criticism also, mainly involving concerns about limited systemic improvements and service 
option expansion. 
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Overall, about half of authorized users actually use the system. Some are more savvy when it 
comes to telecommunication technologies than others, but skill level does not seem to affect 
the degree to which an organization uses such technology. In other words, among authorized 
users, there does not exist a two-tiered market for the ICN. Both experts and novices use the 
same services to roughly the same degree. As a counter point, businesses do present just 
such a two-tiered market: some are heavy users of telecommunication technology and some 
are unversed. Authorized users are aware of the current hourly rate charged by the ICN, and 
do not favor much of an increase. Business persons, on the other hand, offer a wider range 
of what they consider an affordable price for use of a statewide fiber optics network. Both 
authorized users and businesses agree on one thing though: Telecommunication technology is 
a key to their future success. 

TELECOMMUNICATION TECHNOLOGIE5 USE 

Findings in this section deal only with authorized users. 

About half of authorized users actually use the Iowa Communications Network. A 
plurality of authorized users (48%) say they are non-users of the ICN; another 38% consider 
themselves low-level ICN users. Eleven percent say they are mid-level users of the ICN, and 
only 3% consider themselves heavy users of the state's fiber optic network. 

Authorized users perceive the state's fiber optic network as a good value. A majority 
(51%) say the hourly cost for the ICN is a fair value for the money. Another 27% think it a 
bargain, and 22% say it is too expensive for what it delivers. Those most likely to perceive 
the system as a bargain include the heaviest ICN users: government agencies (44% consider 
the cost a bargain compared to the average of 27% ); libraries (35%) and institutions of higher 
education (35% say it is a bargain). Those who do not use telecommunication technologies 
are most likely to look critically at the cost of the ICN: 52% of this group say the system is 
too expensive for what it delivers (probably because it doesn't delivery anything to them). 

Authorized users know the current hourly video rate of the system. Two rate groups pay 
two different amounts for video access on the ICN: libraries, educational institutions and 
state agencies pay five dollars an hour, while the medical community pays forty dollars an 
hour. The five dollar an hour rate group feels their amount is fair: 56% say five dollars an 
hour is affordable. Another 26% fall into the six to ten dollars an hour range, and 12% say 
more than ten dollars is affordable. 

The second rate group, medical organizations, are willing to pay a bit more than the first 
group but would like to pay less than the current forty dollar rate. A plurality (37%) feel five 
dollars is the most appropriate rate. Twenty-one percent feel six to ten dollars is an 
affordable amount, and 20% say eleven to twenty-five dollars an hour is affordable. Only 
22% would be willing to pay more than twenty-five dollars an hour for video services. 

Levels of technological sophistication do not appear to influence the types of services 
respondents use. Overall, telecommunication technology use among authorized ICN 

• organizations is light. Still, both more and less technologically savvy respondents use the 

SELZER BODDY, INC. 
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same services in roughly the same proportions. We may infer from these data that less 
sophisticated authorized users may be utilizing the technology in more basic ways than more 
savvy users. Several data points paint a portrait of authorized users who have basic 
telecommunication technology skills, and rely on the basic services of the ICN. 

■ Overall technology use is light: 53% describe their use of telecommunication 
technologies as low-level. One-third (32%) are mid-level users and 7% say 
they are heavy users of the technology. 

■ The most popular telecommunication technologies include: operation on the 
Internet (56% use the service); other online data services (39%); and distance 
learning (video) (31 %). These percentages do not vary significantly between 
heavy and low-level users. 

■ Use rates for ICN features and services are: video conferencing and distance 
learning (24% and 22% of authorized users respectively say they use these 
services); access of the Internet (15%); voice services (10%); access to other 
online data services (6%); and telemedicine (2%). A majority of authorized 
users (53%) report not using any ICN services. 

Though use may be low, the value of telecommunication technology is high. Nearly 
three-quarters of authorized users (74%) say increased use of telecommunication technology 
in their organization is very important. Another 23% say it is fairly important and just I% 
say it is not important. 

• Authorized users can speak with some authority about their own interests. A substantial 
number of authorized users (42%) consider themselves at least fairly knowledgeable about the 
issues discussed in the survey, including 12% who say they are very well informed about the 
current debate. Forty-three percent say they are somewhat knowledgeable about these issues, 
and 15% admit they are not well informed at all. In general then, authorized users can be 
expected to express an informed opinion of their own interests regarding the Iowa 
Communications Network. 

• 

OPTIONS 

Findings in this section deal only with authorized users. 

Authorized users resist change to the current state control of the fiber optic system. 
Authorized users fail to settle on one single restructuring option that they perceive as most 
beneficial to them, though four options receive the most support: 

■ 17% say expanding the current system to include all Iowans is most beneficial 
to them; 

• 16% find the greatest advantage in leasing excess capacity under state 
ownership; 

SELZER BODDY, INC. 
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■ 15% say selling the excess capacity of system under state ownership works for 

them; and, 

■ 11 % would like the state to sell the system with assurances of affordable 
access. 

The other six options garner support from fewer than one in ten respondents. Authorized 
users make one clear point in these findings: They do not want any ownership changes that 
affect their current use of the system, particularly regarding cost changes. 

Even the #1 choice-a fully democratic system, accessible to all Iowans--bas downsides for 
authorized users. If the state of Iowa were to expand authorized use to all Iowans, 
scheduling time would become a nightmare and overall quality would decline, according to 
current authorized users. Seventy-nine percent say scheduling would be more difficult with 
tens of thousands of additional users, and 36% perceive diminished overall quality (the 
highest percent of any of the ten options tested). 

Those who know the most have a clearer vision: deal only with excess capacity. 
Authorized users who are very or fairly knowledgeable about the issues tested in this survey 
settle more clearly on a favorite reconfiguration than do other authorized users. More 
knowledgeable users find the strongest appeal in leasing the ICN' s excess capacity; 21 % say 
this option provides the greatest benefit to them. Further, they are more likely than average 
to imagine more frequent system improvements and expansion of service options if excess 
capacity is leased. That the state retain overall ownership while selling excess capacity earns 
second place among the more informed, with 19% envisioning the greatest benefit from this 
option. 

Authorized users soundly reject the idea of an unfettered private system. Seven in ten 
authorized users (70%) say a privately owned fiber optics system with no assurances of 
affordable access would pose the greatest hardships on their organization. Another 7% reject 
the current ownership and authorization limits, and 6% say expanding the current system to 
include all Iowans poses the greatest burden to them. 

Affordability and scheduling times are the greatest concerns under private ownership. 
Authorized users are almost certain private ownership without assured affordable access will 
result in significant price increases; 77% say the price will increase significantly under such a 
scenario, and another 17% expect a more moderate price increase. These respondents are not 
as pessimistic about price increases for any of the other nine options tested. In addition, more 
than half of authorized users (57%) expect more difficulty scheduling time on the network 
under private ownership. Cost and scheduling concerns force one-third of authorized users 
(34%) to imagine themselves losing their authorized user status under complete private 
ownership . 

SELZER BODDY, INC. 
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Though private ownership arouses the greatest concerns, respondents expect an increase 
in cost no matter what happens. Solid majorities of authorized users expect some price 
increase under each future structure option tested, including no change to the current system 
(74% anticipate a price increase under this scenario). Selling excess capacity conjures up the 
weakest sense of increasing prices among authorized users, with 56% envisioning some price 
increase under this option (including only 8% who anticipate a significant increase, the least 
of any of the ten options). 

The current structure receives some criticism. Under current state ownership, authorized 
users expect few system improvements and slow service option expansion. Thirty-nine 
percent say system improvement would happen less often if no changes are made. And 28% 
think the current structure is going to result in fewer service options. 

Some groups of authorized users are more wary of change than others. In their opinions 
of the ten future changes tested, patterns emerge for the different types of authorized users: 

Libraries are the most apprehensive about any type of change. Compared to other 
groups of authorized users, they consistently: 

■ Foresee greater prices increases for each of the tested options; 

■ Imagine greater scheduling difficulties; and, 

■ Perceive an increased likelihood that they would lose their authorized 
usership status . 

More savvy users, like government agencies, and institutions of higher education 
are more impervious to change. Compared to other groups of authorized users, they: 

■ Express confidence that they will retain their authorized usership status 
under any of the future system configurations; 

■ Are less concerned about scheduling problems under a new ownership 
or operations arrangements; and 

■ Anticipate less dramatic price increases. 

The most informed users express stronger concerns over private ownership. 
Authorized users who say they are very or fairly knowledgeable about the issues 
surrounding changes to the Iowa Communications Network are more likely than 
average to be critical of those options involving at least some private ownership of the 
system (options #1 , 2, and 4). 

■ They are more likely than average to feel that system improvements 
will happen less often under these three options; 
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■ They are more likely than average to believe that the service options 
available to them will decline; and 

■ 

I nte,pretation 

They are more likely than average to imagine declines in the overall 
quality of the service they currently receive from the ICN. 

Clearly, authorized users are expressing strong self-interest in their opinions of 
the changes under consideration. They recognize some benefit to leasing or 
selling excess capacity, capacity they are not currently using. These findings 
suggest authorized users find the greatest appeal in changes employing modest 
adjustments to the current system that have the least impact on them. 

BUSINESS REsPONDENTS 

As a point for comparison, this section discusses findings among business respondents. Keep 
in mind, only 9% of business's who received a questionnaire, participated in the survey. This 
is a low response rate and may signal something about the level of interest among this group. 

Telecommunication technology use is two-tiered among Iowa businesses. More than one­
quarter of business respondents (28%) say they are non-users of telecommunication 
technologies, while 32% say they are either heavy users (12%) or mid-level users (20%) . 
One-in-four businesses (40%) consider themselves low-level users of the technology. By way 
of comparison, current authorized users cluster around the mid (32%) to low (53%) use 
levels. 

The most popular telecommunication services among Iowa businesses include: non-Internet 
online data services (43% report current use of such services); voice services (32% ); the 
Internet (25% ); and video conferencing (10% ). More than one-third (36%) are not using any 
telecommunication technology, compared to only 17% of authorized users who say the same. 

Iowa businesses value high technology. Though some Iowa businesses lack expertise with 
telecommunication technologies, most see the technology as an integral part of their future. 
One-third of business respondents (34%) say increasing use of the technology in their 
business is very important, and 37% say it is fairly important. Another 16% say such 
technology is not important in their business. This compares to current ICN authorized users, 
who are more enthusiastic about telecommunication technology, with 74% saying it is very 
important to the future of their organization . 

SElZER BODDY, INC. 
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Iowa business's lack of experience with the ICN may result in a perception of poor 
value. While Iowa businesses are not authorized to use the ICN, some do have access 
through continuing education programs, and perhaps some of their clientele. Nearly nine in 
ten business respondents (88%) say they are non-users of the state's fiber optic network. Two 
percent say they are mid-level users of the system, and 10% say they are low-level users. No 
business respondents consider themselves high-level users of the ICN. With limited 
experience on the state system, forty percent of business respondents say the ICN is too 
expensive for what it delivers. Slightly more ( 46%) say it is a fair value for the money. 
Fourteen percent say the system is a bargain. 

Business experience with other telecommunication technologies translates into a 
willingness to pay more for access to the state's system. When asked what they would 
consider an affordable hourly rate for use of the ICN, many businesses say they would pay 
significantly more than current authorized users. A majority of all authorized users (57%) say 
the current rate of five dollars an hour is affordable. By comparison, 49% of business would 
be willing to pay $15 an hour or more, including 12% who consider the service worth more 
than $100 dollars an hour. 

Compared to authorized users, Iowa businesses are more enthusiastic about private 
ownership of the state's system. Four of the ten options tested involve some form of 
private ownership of at least some part of the ICN (option #3 involves private ownership of 
excess capacity), and business respondents clearly prefer these options. Half (50%) of 
businesses say one of these four options would be most beneficial to them. One-quarter 
(25%) say one of the other six options would be to their greatest advantage, including 11 % 
who would like to see the current system expanded to include all Iowans. The remaining 
25% of businesses either don't know or think none of the ten options would be to their 
greatest advantage. 

Business perceptions of private ownership scenarios that hold the greatest benefit for them 
are as follows: 

■ 21 % find the greatest advantage in private ownership with some price 
regulation by they the state (option #2). 

■ 17% say complete private ownership is the best route (option #1). 

■ 9% perceive the most benefit in privately owned excess capacity (option #3). 

■ 3% say a jointly owned ICN between the state and a private entity would offer 
the most benefit to them (option #4). 

■ Of the six remaining scenarios (options #5 through #10), only one garners more 
than 5% of the vote among business respondents . 
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Businesses imagine higher quality with complete private ownership (option #1). In four 
different measures, businesses express the greatest affinity for a privately owned system, 
without assurance for currently authorized users. Option #1 gains the most support from 
business respondents in the following measures: 

■ 64% envision greater system improvements under complete private ownership. 
■ 66% say more service options would result from a complete sale of the system. 
■ 52% say overall quality of service would improve under option #1. 
■ 40% say unfettered private ownership would result in easier scheduling. 

Some busine~es, however, image problems with unfettered private ownership of the 
ICN. Although complete private ownership of the ICN (option #1) is perceived as the most 
beneficial option by 21 % of business respondents, another 23% say it would present the most 
hardships to their business. An identical 23% say the current system (option #9) presents the 
most disadvantage to them, and another 23% do not know which option would pose the most 
hardship for them. Ten percent say the expanding authorized user status to all Iowans (option 
#10) would be the most disadvantageous. 

Interpretation 

While the low response rate among businesses may indicate less interest in the 
topic, and colors all other findings, one conclusion is clear: Compared to 
authorized users, businesses place greater trust in the private sector than in the 
state when it comes to owning a statewide fiber optics system. And still, some 
businesses have reservations about such an ownership scenario. As a 
secondary option to private ownership, business respondents find some benefit 
to price controls or wide-sweeping expansion of authorization status . 

• 
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State Research 

Executive Summary 

At the July meeting, the 461 Task Force requested information about distance education, 
telemedicine and other telecommunications projects in other states. Specifically, the Task 
Force wanted to know how other state telecommunications projects were funded, how user 
rates were set, and what types of technology were used. 

In order to provide this information within a relatively short time frame, staff and an outside 
researcher concentrated on those states which had statewide video networks, since 
information about such networks is especially relevant to the Iowa Communications Network. 

Nine states -- Arizona, Georgia, Maine, Maryland, Nebraska, North Carolina, Michigan, 
Oregon, and Utah -- were selected for the purpose of an in-depth review. Information for this 
review was gathered through telephone interviews with state officials, documents posted to 
World Wide Web and Gopher sites, and relevant recent literature. Details about technologies 
used, funding, and user rates in these states are presented in this review . 

Statewide video networks included in the review include the Georgia Statewide Academic 
and Medical System (GSAMS), the Maryland Information Highway (MIH), Nebraska's 
NEB*SAT, the North Carolina Information Highway (NCIH), Oregon Ed-Net, Utah EDNET, 
the University of Maine System's Education Network of Maine (ENM), and the University 
of Maryland System's Interactive Video Network (IVN). 

Education & Telemedicine Projects 
In the states surveyed, K-12 and post-secondary education offer a wide variety of courses, 
degree programs, and non-credit offerings over video networks. State government often acts 
as a partner with educational institutions in order to obtain federal funding for educational 
or medical projects. Telemedicine demonstrations are underway in four of the nine surveyed 
states. In North Carolina, the VISTAnet pilot used high-speed data transfer (through a 
prototype ATM switch) for dynamic radiation therapy. Outside of state participation, many 
educational institutions take part in regional or national satellite videoconferencing consortia, 
and many colleges and universities have strong independent networks. 

State & Federal Government Projects 
State governments are using telecommunications for projects or activities in several of the 
surveyed states. In Maryland, the Department of General Services compressed video network 
added sites in July 1995 that will allow the Department of Justice to begin conducting video 
arraignments over the system. 

• Federal demonstration projects have played an important role in the development of some 
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• Methodology 

This review was designed to highlight several state telecommunications projects and provide 
the 461 Task Force with information on other states' experiences in telecommunications 
activities. Because a national review would take months to complete accurately, staff and an 
outside researcher conducted a smaller search on states with statewide networks. The 
methodology is reviewed below. 

Selection 
Selected states were limited to those in which significant levels of two-way video activity were 
conducted by multiple user groups, over statewide or integrated regional telecommunications 
networks currently in place, or currently being implemented. About 12 states fit these criteria. 

Of these 12 states, eight states responded to our inquiries. The nine remaining states were 
surveyed through telephone interviews with state officials. These eight states -- Arizona, 
Georgia, Maine, Maryland, Nebraska, North Carolina, Oregon, and Utah -- were selected for 
this survey. 

Survey Questions 
Several central research questions were included in the survey. These are restated below. 

• Additional questions were asked to provide context for the central research questions. 

• 

Question 1 Is the state currently conducting any distance education, telemedicine or other 
telecommunications projects? Using what technologies? 

Question 2 

Question 3 

Question 4 

Specifically, 

(1 a). Projects or activities at educational or medical institutions, in which a 
state agency is directly involved; 

(1 b). Projects or activities within state government, such as court or agency 
data uses; 

(1 c). Independent projects or activities in which educational institutions are 
involved, but in which a state agency is not directly involved; 

(1 d). Public-private collaboration projects or activities; 

(1 e). Federally sponsored demonstration projects. 

Are there plans to expand existing projects or activities, or to 
definitely undertake new projects or activities? Using what 
technologies? 

How are the above projects or activities funded? 

Does the state subsidize user rates? (if so, who is subsidized, 
and at what rate?) 
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calculates child-support for up to six children, and contains a resource and referral listing. 
This pilot project was implemented in May 1993. During the first demonstration year, 
more than 24,000 transact ions took place at the information kiosk. 

Georgia 
Education 
Georgia is served by the Georgia Statewide Academic and Medical System (GSAMS), a 
compressed video fiber optic network. The Georgia Department of Administrative Services 
administers GSAMS and the Distance Learning and Telemedicine Governing Board acts as 
the governing board. It is estimated that 300 additional sites will be added to GSAMS by 
the end of 1996. These sites will be hooked-up with funding from the over earnings of 
Southern Bell, user fees, and federal grants. 

GSAMS is utilized by both the public and private sectors. Network lines were paid for and 
are owned by local telephone companies. The State of Georgia paid for and owns network 
equipment. Classrooms and the equipment in them are owned by each site although the 
State provided funds to set up the classrooms. 

Rates 
For two-way compressed video non-telemedicine member institutions (limited to K-12 
public schools, colleges, universities, technical schools, prisons, Georgia Public Television, 
and zoos) are to begin paying $1120/month in their third operational year while 
telemedicine users pay $1500/month from their first year of operation for 62 hours of 
video use. 

Capacity 
100 simultaneous sessions. 

Telejustice 
The Superior Court of Fulton County in Atlanta uses conducts interactive video 
arraignments. 

Telemedicine 
Educational and diagnostic assistance to rural areas is coordinated by the Georgia Center 
for Advanced Telecommunications Technology. The Medical College of Georgia is linked 
with the Dodge County Hospital in Eastman, and provides consultations for cardiology, 
dermatology, pathology, radiology, urology, and orthopedics. The Medical College also 
provides video consultations for prisoners in the Augusta Correctional Medical Institute and 
the Milledgeville Correctional Institute. 

By late 1994, 25 homes in Augusta were hooked into an "electron ic household ." Persons 
served by this system are " revolving door" patients or have chronic illnesses. This 
interactive system enables physicians at a remote site to conduct several tests on patients 
without them leaving their homes. The system uses a television or a personal computer 
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Maryland 
Education 
The Maryland Information Highway (MIH) was developed by the Maryland Department of 
General Services (DGS) in cooperation with Bell Atlantic. MIH is a full-motion, two-way 
video network which spans Maryland which is administered by DGS. Through MIH, K-12, 
University of Maryland, and community colleges are participating in full-motion two-way 
video networking. 

Network lines and equipment were paid for and are owned by telephone companies. 
Although classrooms and equipment were funded through the state, telephone 
companies, and sites, they are now owned by each site. 

Rates 
For two-way full-motion video, subsidized users pay $1365/month/site to Bell Atlantic for 
unlimited use in the local calling area, while they pay $2000/month/site to AT & T outside 
the local area for unlimited use. Non-member rates have not been established . 

Distance education, telemedicine, and telejustice projects are currently being conducted 
in Maryland. All project costs are covered by users and/or subscribers through usage 
charges. Maryland telecommunications systems use DS3, satellite, and copper technology; 
however, there is a growing emphasis on DS3 technology . 

Telejustice 
Maryland recently began implementing a cooperative computer network that combines 
the large storage capacity of the mainframe computer with the immediate processing 
abilities of personal computers. Three Judicial Circuit Courts and one District Court 
conduct video arraignments. 

Michigan 
The Michigan Information Technology Network (MITN) is a satellite-based, not-for-profit 
corporation which was formed by the Michigan State Legislature. Two networks are 
operated by MITN: EdNet which currently serves 59 schools; and Business Network which 
serves businesses. 

Post-Secondary Education 
MICHNET provides nine of Michigan's four-year public universities access to a statewide 
data network. In cooperat ion with corporate partners, MICHNET manages and operates 
the National Science Foundation Network. 

The Michigan Collegiate Telecommunications Association (MiCTA) provides a clearinghouse 
for telecommunications development and research for Michigan colleges and universities. 
MiCTA helped purchase compressed video codecs for 26 colleges . 
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network. The North Carolina State Legislature appropriated $4.4 million for the 
installation of the initial 104 sites which included medical centers, schools, and universities. 
NCIH is administered by the Office of the State Controller. 

Network lines and equipment were paid for and owned by North Carolina telephone 
companies. Classrooms and equipment were paid for by the state and sites and are owned 
by each site. 

Impact North Carolina, a demonstration project which links Appalachian State university, 
one high school, two elementary schools, AT&T, and Southern Bell, is providing 
participating schools with distance education courses. 

Rates 
NCIH users are charged $4,000/month/site for 64 hours. The North Carolina State 
Legislature appropriates $1.3 million/year to subsidize the operation of school satellite 
dishes. 

Capacity 
OC3 backbone with three DS3 channels/site. Twelve simultaneous sessions possible. A 
single session can include more than 100 sites. 

Telemedicine 
The University of North Carolina is currently conducting research into the feasibility of 
remote consultation through the Medical Information Communications Applications 
program. 

Since 1989, long-distance learning has been provided through the North Carolina Rural 
Education Network (NCREN) which originates at the East Carolina University School of 
Medicine and its Center for Health Sciences Communications. NCREN is a two-way, 
statewide video network which links more than 30 sites at 11 institutions. A telemedicine 
and educational network between the University and sites in Ahoskie and the Coastal 
Carolina College in Jacksonville has been in operation since January 1993. Since August 
1992, the University has operated a telemedicine link between the medical college and the 
Central Prison in Raleigh using compressed video over T1 lines and a portion of NCREN. 
Initially established to provide emergency consultations, the link has been expanded to 
include 25 physicians . 
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Utah 
Education 
Several systems comprise the Utah Education Network including: 

1) Utah EDNET, a full -motion video network via microwave which serve 35 
educational institutions. Utah EDNET is the UEN's interactive system that 
brings teachers and strides together using fiber optics and microwave links. 
By early 1996, 100 sites will be connected with funding from state 
appropriations and federal grants. 

2) UtahLINK which serves 120 K-12 schools. UtahLINK connects public and 
higher education teachers and students with access to the Internet, 
curriculum services, and data bases. 

Network lines were paid for and owned by local telephone companies. Network 
equipment was purchased and are owned by the State of Utah. Classroom renovation was 
paid for by each site. While the state paid for classroom equipment, it is owned the each 
site. 

US West and Utah State University have joined for a three-year project to develop uses of 
telecommunications in distance learning . 

Rates 
Educational users pay $15/hour/site while non-educational users pay $100/hour/site. 

Telejustice 
The Third and Seventh Judicial District Courts conduct video trials, video arraignments, and 
video conferencing . The Third Circuit Court also uses video arraignments on a limited 
basis. 

Telemedicine 
In June 1995, the University of Utah began providing teleradiology services to a clinic in 
Wendover, Nevada, which is owned and operated by the University. This system uses a 
dedicated T1 line and broadband radio technology . 
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Colorado 
Distance education and telemedicine are the primary users of telecommunications in 
Colorado. Four rural schools are currently linked for distance learning using DS3 
technology. Currently, US West holds 95% of the Colorado telecommunications market. 
On July 1, 1996, the telecommunications market will be opened to allow for greater 
competition. 

Telejustice 
The Four District Courts currently conduct video arraignments, while the Twenty-First 
District Court in Mesa County conducts both video arraignments and video conferencing. 

Florida 
Telejustice 
With trial court approval, arraignments can be conducted using a closed circuit television. 
The eight Circuit Court in Gainesville established an extensive computer network which ties 
together the five counties in the judicial circuit. Law enforcement officers, prosecutors, 
public defenders, court clerks, judges, prison personnel, and probation staff use the 
network to send and receive electronic mail, enter and review data, and conduct extensive 
research quickly. In addition to Florida's Supreme Court, thirteen Circuit Courts and seven 
County Courts conduct video arraignments . 

Hawaii 
Telejustice 
The First Judicial Circuit Court in Hawaii conducts video arraignments and video 
conferencing. 

Telemedicine 
The Tripler Army Medical Center currently provides care through video teleconsultation 
mainly to American citizens working for the United States Department of Defense in the 
Marshall Islands. 

Through a one-way video and two-way audio system, The University of Hawaii at Manoa 
offers a Master of Science in Nursing outreach program. The program is provided through 
the Hawaii Interactive Television System (HITS) which is available on the islands of Hawaii, 
Kauai, Maui, and Oahu. Since the 1980s, Hawaii has utilized hospital fax networks in 
assisting with: patient transfers, telephone patient consultat ion, instant medical records 
transfer, instant ECG interpretation, distribution of information from a central source, 
multicenter research links, central data collection and organization, instant retrieval of 
medical literature, sending inpatient medication orders to pharmacies, sending lab and 
radiology reports to patient floors, and sending supply requests to central supply . 
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Louisiana 
Telemedicine 
In an effort to promote telecommunications in the rural swampland communities of 
Louisiana, the Southwest Louisiana Health Education Center (SWLAHEC) has been meeting 
with providers and health care facilitators to discuss its financial and accessibility 
advantages. SWLAHEC has also been conducting a statewide survey on telemedicine in 
which approximately 8,000 individuals will participate. 

Massachusetts 
Telemedicine 
In the late 1960s, Massachusetts General Hospital provided one of the first video consulting 
programs in the nation by connecting Boston's Logan Airport and the hospital. 

Currently, Massachusetts General Hospital, Harvard's Brigham and Women's Hospital, The 
Children's Hospital, and the New England Medical Center are conducting a telemedicine 
trial which involves a variety of telemedicine applications. 

Minnesota 
With a state legislative appropriation of $4.8 million, Minnesota is currently activating a 
compressed video network connecting six regional digital networks. 

The Minnesota Equal Access Netowrk Services, Inc. (MEANS) is a statewide fiber company 
which is devloping MedNet which will be able to send interactive video transmissions to 
colleges, universities, government, businesses, and hospitals across Minnesota. This will be 
the state 's first statewide commercial videoconferencing network. 

The Higher Education Coordinating Board (HECB) recently received $4.8 million to support 
a statewide compressed video network for the universities, community colleges, and 
technical colleges. Through this system, adult education courses, continuing education, 
and other courses are transmitted. 

Approximately half of Minnesota's K-12 school districts use interactive video networks. In 
1994, the state legislature approved a two-year $400,000 appropriation to connect K-12 
schools with the Internet. 

Telemedicine 
The Mayo Clinic links clinics in Rochester, Minnesota; Scottsdale, Arizona; and Jacksonville, 
Florida, and is used for a variety of applications including catheterization imaging, 
radiology, pathology, ultrasonography, and the transmission of echocardiograms, and 
ultrasound. The clinics have most recently looked into acoustic analysis, transcranial 
doppler examination, clinical speech pathology, and remote dialysis monitoring . 
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Many benefits have been identified through the project including a reduction in costs, 
increased access to radiologists and diagnostic accuracy, increased support for rural 
physicians, and the use of telemedicine as a recruitment tool for physicians. 

This system uses fiber optic, copper, and satellite technology. The system receives reduced 
rates through its telecommunications provider. 

New Hampshire 
Legislative 
During the 1995 session, the New Hampshire Legislature passed a bill which creates within 
the Department of Employment Security a three-year pilot project known as "The 
Laboratory for New Ideas in Information Technology." This project will develop and test 
a local and statewide computer network prototype designed to allow prompt and efficient 
access and exchange of public and non-proprietary private information within the state. 
The project will be funded by federal funds and by private donations. 

In addition, a bill which would establish a distance learning commission to examine issues 
relating to the transmission of educational information and interaction of geographically 
dispersed individuals or groups through voice, video, and data was deferred to the 1996 
legislative session. 

Education 
NYNEX, a telecommunications provider, reduces its Internet service charges to schools. 

In Dover, New Hampshire, Cabletron Systems donated $68,000 in networking equipment 
to help offset the costs of creating DoverNet. This system links schools, the public library, 
City Hall, and homes in the community of 26,000 residents. 

In southeastern New Hampshire, Southeastern Regional Education Service Center (SERESC) 
provides internet services to K-12 schools free of charge. SERESC is funded primarily 
through federal, state, and private grants. 

New Jersey 
Education 
In April 1995, the New Jersey General Assembly awarded $350,000 grants to ten school 
districts across the state to establish interactive classrooms. 

Telejustice 
The Morris County Superior Court's Criminal, Appellate, and Criminal Divisions conduct 
video arraignments . 
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North Dakota 
The University of North Dakota operates an extensive compressed video network which is 
used for distance learning. The University also has a partnership with the State of North 
Dakota to provide voice, data, and video services. T1 technology is used for the majority 
of services. 

Telemedicine 
Through a grant from the Department of Agriculture, the University of North Dakota and 
North Dakota State University have established the Rural Health Distance Education 
Project, a fiber optic, two-way interactive educational network consisting of 14 sites. The 
project is also working to link 32 receive-only mode sites. 

Ohio 
Three projects are currently being conducted in Ohio: 1) Beginning in July 1995, 39 
Department of Human Services sites were connected 39 for training purposes using T1 
technology; 2)Three prisons have connected to medical sites for telemedicine purposes 
using T1 technology; 3) Beginning in April 1996, 14 public television and K-12 sites will 
be linked for distance education using microwave and satellite technology, which will be 
converted to leased fiber . 

Leased capacity is included in the Department of Administration Services budget. T1 video 
sites are all leased circuits 

Telejustice 
The Montgomery County Court of Common Pleas, the Municipal Court of Fostoria, the 
Municipal Court of Fairborn, and the Municipal Court of Delaware conduct video 
arraignments. 

Oklahoma 
Telemedicine 
Through a public/private partnership, the Oklahoma Telemedicine Network (OTN) links 
more than 60 hospitals. The project is funded through a $3.4 million grant from the 
Department of Commerce and memberships. The OTN uses T1/DS1-3 technology. 

Pennsylvania 
Te/ejustice 
Pennsylvania's Administrative Office of the Courts (AOC) completed the first phase of an 
ambitious Judicial Computer Project in 1992, which linked 541 district justice courts into 
a computer network. Upon completion of Phase II, Pennsylvania will have one of the 
nation's largest multi-jurisdictional automation networks . 
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The Telehealth Project at the Texas Children 's Hospital in Houston provides pediatric 
consultations, education, and research to remote areas. 

The University of Texas Health Science Center is currently linking San Antonio and several 
remote practices on the Texas-Mexico border with will provide patient exams. 

Vermont 
Telemedicine 
The Department of Pathology at the Fletcher Allen Health Care Center in Burlington 
connects three hospitals for telepathology consultation. 

Virginia 
Telejustice 
Virginia's Eastern District has started using public broadcasting studios to remotely 
interview trial witnesses. In addition, three Circuit Courts in Virginia currently conduct 
video arraignments. 

Telemedicine 
The Virginia Commonwealth University-Medical College of Virginia in cooperation with the 
Blackstone Family Practice Center is developing a telemedicine system for consultation and 
education. The project is funded through the Higher Education Equipment Trust Fund and 
the University 21st Century. 

Using $150,000 in state funds, the Medical College of Virginia is developing a telemedicine 
program for the Powhatan Correctional Center. 

The Southwestern Virginia Telepsychiatry Project, a consortium of mental health providers, 
used federal funds to establish a telecommunication network that provides health services 
between Southwestern Virginia Mental Health Institute and three rural community service 
boards sites. 

Washington 
Telejustice 
Currently, four County Superior Courts and three District Courts conduct video 
arraignments. 

Telemedicine 
Through the WAMI (Washington, Alaska, Montana, Idaho) program, the University of 
Washington School of Medicine is evaluating the advantages of diagnosis and treatment 
at rural hospitals and clinics as opposed to referring patients to tertiary hospitals . 
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RESEARCH FOR 461 TASK FORCE 
PREPARED BY THE IOWA UTILITIES BOARD 

SEPTEMBER 28, 1995 

FEDERAL LEGISLATION 
PENDING REGULATORY CHANGES 

Federal Communications bills passed thus far that may have an 
i mpact on the ICN are H.R. 1555 and S. 652. While these bills 
differ in the details of how and when telecommunications reform 
will occur both bills share the common goals of an open 
telecommunications market and a phase out of regulation. 

There are three major areas that may have an impact on the I CN. 
They are 1) telecommunications and video competition 2) 
universal service and 3) the deployment of new technology. I 
will discuss how each bill addresses each of the subjects and 
t he possible significance to the ICN. 

Telecommunications and Video Competition 

Theoretically both bills promote competition, however, they 
differ in the details of the transition to an open 
t elecommunications market. The following are some of . the 
provisions that are intended to foster competition: 

A. Removal of Monopoly Restrictions 
Both bills preempt state or local 
prohibit the ability of any 
telecommunications. 

B. I nterconnection of Networks 

regulations that would 
entity to provide 

The bills require telecommunications carriers to provide 
i nterconnection to the networks of other providers of 
telecommunications. They must provide on an unbundled basis all 
of the features and functions of the telecommunications network. 
These provisions will allow competition to develop from the 
resale of the local exchange carriers network and services and 
also from other facility based carriers. 

C. Rural Exemptions 
Both bills set up a procedure that allows rural or small local 
exchange c ompanies to request a waiver of the interconnect i on 
r equirements. The House bill specifically states t hat a rural 
t elephone company does not need t o comply with the 
interconnection rules until they receive a bona fide request for 
services. The State PUC must determine i f t he request would be 
unduly economically burdensome, t echnologically infeas i b l e and 
be c onsistent with the principl es of universal service . 
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is a school with an endowment of more than $50 million, or it is 
a library ineligible for public funding. 

The House bill is silent regarding providers o f universal 
service and who would be eligible to receive assistance. The 
Senate bill limits those who may receive assistance from the 
universal fund to "essential telecommunications carriers 11 • 1 

There may be more than one essential telecommunications carrier 
in a service area. 

Both bills state that all telecommunications carriers must 
contribute to the universal service fund. The house bill does 
not define telecommunications carrier. The Senate bill defines 
the term very broadly as a provider of telecommunications for a 
fee directly to the public, or to such classes of users as to be 
effectively available to the public. Currently universal 
service is fu~ded through payments from long distance companies 
to local exchange companies and by large local exchange 
companies charging average rates. 

ICN Considerations 
The proposed legislation addresses the provision of advanced 
telecommunications to the schools only in terms of 
telecommunications carriers. The telecommunications carriers 
are required to provide the services, are eligible to receive 
the universal service funds for that provision, and are required 
to support the universal service fund. Since the ICN is not an 
essential telecommunications carrier or a telecommunications 
carrier as defined by the Senate bill it does not appear that 
the ICN would be eligible to receive universal service funds or 
have to pay into a universal service fund. It is not known, 

1 11 (3) Essential Carrier Obligations - A common carrier 
may be designated by the Commission, or by a State, as 
appropriate, as an essential telecommunications carrier for a 
specific service area and become eligible to receive universal 
service support under section 253. A carrier designated as an 
essential t elecommunications carrier shall -

11 (A) provide through its own facilities or through a 
combination of its own facilities and resale of services using 
another carrier's facilities, universal service and any 
additional service ( such as 911 service) required by the 
Commission or the State, to any community or portion thereof 
which request such service; 

"(B) offer such services at nondiscriminatory rates 
established by the Commission for interstate services, and the 
State, for intrastate services, throughout the service area; 
and 

11 (C) advertise throughout the service area the 
availability of such services and the rates for such services 
using media of general distribution. (S652 p 51) 
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Universal Service 

• 
MAJOR TELCO PROVISIONS - H.R. 1555 AND S. 652 

• Establish Federal/State Joint • Establish Federal/State Joint 
Board Board 

• Board to make recommenda- • Board to make recommenda-
tions to FCC within 9 months, tlons to FCC within 9 months 
reflecting these principles: 

- Just and reasonable rates 

- access to advanced services 

- sustainable support 
mechanisms 

- all carriers contribute 

- education access 

• Board sunsets in 5 years 

• Evolving definition 

• All carriers contribute 

• Only essential telecom carriers 
may receive support 

• Board to review universal 
service issues every 4 years 

Prepared by: Teresa Wahlert, USWEST Communications 
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MAJOR TELCO PROVISIONS - H.R. 1555 AND S. 652 

Education and Rural Health 
Obligations 

-
No provision Snowe-Rockefeller Amendment: 

• Telecom providers must 
connect and serve non-profit 
K-12, public libraries and rural 
health facilities at preferential 
rates 

• May recover lost revenues 
through universal service fund 

Privacy of Customer Information • CPNI may not be used, without No requirement for all common 
customer approval, except to carriers, just Bell Companies 
deliver service to customer 

• CPNI may not be disclosed to 
third parties, including 
business afllliates of carrier 
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Overview of Iowa Utilities Board Study 
Impact of the ICN on the 

Telecommunications Industry 

Prepared by: 
Iowa Department of Commerce 

Iowa Utilities Board 

The Iowa Utilities Board has entered into a contract with Economics and Technology, Inc. to 
conduct a study pursuant to the authority granted in Senate File 2089, which requires the Board 
to conduct the study and provide a written report to the Legislature no later than January 15, 
1996. 

CONTRACT NAME : STUDY OF THE OVERALL IMP ACT OF THE IOWA 
COMMUNICATIONS NETWORK ON THE PRIVATE 
TELECOMMUNICATIONS INDUSTRY IN IOWA 

The contract requires the vendor to prepare a report to the Board on or before November 15, 
1995 . The report will include the following : 

1. Analysis of the existing and emerging Iowa telecommunications industry as it intersects 
with the mission of the ICN. The analysis will elicit qualitative views on the impact of the 
network, and on the best role for the network, in the future mix of networks in Iowa. 

2. Estimation of the potential for telecommunications industry competition to serve the 
market segments targeted by the ICN and the economics of such service. 

3. A determination of where the provision of different types of services by both the 
telecommunications industry and the ICN are complimentary. 

4 Identify the stimulation of the telecommunications industry by the ICN. 

Study Conducted by 
Economic and Technology, Inc. 

Study Completion Date: 
November 15, 1996 



Task Force Member Bios 

Joan Axel , Chair of the 461 Task Force, is Director and Partner in the Stanley, Lande & Hunter law 
firm based in Muscatine. Ms. Axel is a member of the Iowa Telecommunications and Technology 
Commission (ITTC) and is a Trustee and Executive Committee member of the Hoover Presidential 
Library Association. Ms. Axel has also served as Chair of the Iowa Lottery Board and as Executive 
Committee Member and Board Director of the Iowa State University Foundation. 

Robert Halford is the General Manager of the Clear Lake Independent Telephone Company and 
has over 41 years of experience in the telecommunications industry. Mr. Halford is former 
President and currently a board member for OPASTCO (Organization for the Protection and 
Advancement of Small Telephone Companies), a national organization representing small 
telephone companies serving rural areas. Mr. Halford was formerly President of the Iowa Telephone 
Association, is First Vice President of Iowa Network Services, and was named one of the top 150 
telecommunications executives in the United States by Telephony magazine in 1991. 

Yale Kramer, President and Founder of the Reiss Corporation, specializes in appraisals of closely 
held businesses, appraisals for federal gift and estate tax purposes, estate planning, employee stock 
ownership plans, tender offers, mergers and acquisitions, and dissolution litigation . Mr. Kramer has 
been involved in valuation matters in over 20 states and was appointed a Special Master and 
arbitrator by the Iowa District Courts. Mr. Kramer has spoken internationally on business valuation, 
and has held several leadership positions in associations representing the business appraisal 
industry. 

Major General Warren (Bud) Lawson serves as the Adjutant General of the Iowa Army National 
Guard. Gen. Lawson taught military science at the University of Nebraska, was a Platoon Leader 
and Liaison Officer in Germany, and served as a Company Commander in Korea. Gen. Lawson 
served with the 196th Light Infantry Brigade in Vietnam, and was assigned to a number of posts 
upon his return . In 1979, Gen. Lawson was appointed to Deputy Adjutant General of Iowa, and 
Adjutant General in 1985. Gen. Lawson is active in a variety of military and community 
organ izations, and has received numerous awards and decorations. 

Todd Linden is the President and CEO of the Grinnell Regional Medical Center. Mr. Linden is the 
former CEO of the Greene County Medical Center, where he directed the first national healthcare 
fiber optic demonstration using the ICN . In 1994, Mr. Linden was appointed by the Governor to 
Chair the Iowa Telemedicine Advisory Council and currently serves as Chair of the Iowa 
Telemedicine Advisory Committee. 

Jim Meyer is Vice President, Assistant Secretary, and Corporate Counsel for Hy-Vee Food Stores, 
Inc. Mr. Meyer began his career as a lawyer in the Meyer Law Firm in Chariton and later became 
the Chariton City Attorney, and counsel for the Chariton Community School District. Mr. Meyer 
serves as the director of Lomar Distributing, Inc and is a member of the Iowa Department of 
Transportation !STEA State Plan Advisory Committee. 

Ben Norman is the Superintendent of Schools for the Ankeny Community School District. Dr. 
Norman began his career in the Des Moines School District as an internal auditor, distributive 
education teacher, adult education principal, and building administrator for the alternative 
education program. Dr. Norman is active in a number of community organizations, and was 
named the Ankeny Citizen of the Year (1991), Iowa Superintendent of the Year (1991), Community 
Educator of the Year (1991 ), and Drake University's College of Education Outstanding Alumnus 
( 1992). 
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State Public Policy Group 
Project Team Information 

State Public Policy Group (SPPG) is an Iowa-based issue management and technical 
assistance consulting firm that provides organizations with the tools they need to affect 
public policy, facilitate change, increase organizational performance, and stimulate 
cooperative efforts. SPPG was founded by Tom Slater in 1984 in response to increasing 
demands from public and private agencies and organizations for strategic planning, 
organizational support, advocacy training, and policy assistance. 

Tom Slater, Project Director 
Slater is the founder and President of State Public Policy Group. He has been involved in public policy 
and organizational development for more than twenty years. Since founding State Public Policy 
Group, Slater has provided professional services to a broad range of clients from the private and 
public sectors throughout the United States and several foreign countries. 

Amy Campbell, Project Lead 
Campbell directs SPPG's legislative and research efforts, including policy analysis, strategy 
development, and all SPPG client policy development. Campbell has led a number of SPPG research 
projects. 

Robert Fleming 
Fleming is SPPG's Executive Director and is responsible for the day-to-day administration of SPPG, as 
well as client strategic planning, policy development, and organizational management. 

Arlinda McKeen 
McKeen directs SPPG's international projects, which focus on policy planning, program development, 
and international trade training. 

Joe Shannahan 
Shannahan directs projects requiring federal, state, regional, and local cooperation, and assists with 
client media planning and advocacy trainings. 

Tori Squires 
Squires directs a number of community and economic development projects, primarily in the areas 
of housing, local government planning, and rural development. 

Shannon Tyler 
Tyler provides staff support for SPPG's design projects, including the publication of several association 
newsletters and the development of specialized promotional materials. 

Sally Johnson 
Johnson provides organizational and clerical support on a number of SPPG projects. 

Ben Grimley 
Grimley provides staff support on a variety of SPPG's human services and international projects. 
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Task Force Begins to Study ICN 1s Future 

During t he 1995 legisiative session, 
Iowa lawmakers passed several critical 
pieces o f le gislation as they 
deliberated the future of the state­
owned fiber optic network. 

Legislators and t he Governor 
accepted a $95 million pian to connect 
474 new sites - most of them high 
schools - to the Iowa Communications 
Network. All but 22 of those sites will 
be privately leased connections . 

In addition. the Iowa General 
Assembly pass·ed arid the Governor 
signed House File 461 . a bill which 
required the Iowa Telecommunica -

tions and Technology Commission 
(ITTC) to study the feasibility of two 
options -- selling the ICN to a private 
operator or converting the ICN into a 
public utility . 

CuttQnt Authotized u~e~ 

~ Education 

:+1 Telemedicine 

~ Federal Government 

~ State Government 

* Meet the 461 Task Force ... 
Joan Axel, Chair of the 461 Task. 
Force. is Director and Partner in the 
Stanley, Lande & Hunter law firm 
based in Muscatine. Ms. Axel is a 
member of the Iowa Telecommunica­
tions and Technology Commission 
(ITTC) and is a Trustee and Executive 
Committee member of the Hoover 
Presidential Library Association . Ms . 
Axel has also served as Chair of the 
Iowa Lottery Board and as Executive 
Committee Member and Board 
Director of the Iowa State University 
Foundation . 

Robert Halford is the General 
Manag e r o f the Clear Lake 
Independent Telephone Company and 
has over 41 years of experience in the 
telecommunications industry . Mr. 
Halford is former President and 
currently a board member for OP ASTCO 
(Organization for the Protection and 

Advancement of Small Telephone 
Companies), a national organization 
representing small t elephone 
companies serving rural areas. Mr. 
Halford was formerly President of the 
Iowa Telephone Association , Is First 
Vice President of Iowa Network 
Services. and was named one of the 
top 150 telecommunications 
executives in the United States by 
Telephony magazine in 1991 . 

Yale Kramer, President and Founder 
of the Reiss Corporation, specializes 
,n appraisal s o f closely held 
businesses, appraisals for federal gift 
and estate t ax purposes. estate 
planning, employee stock ownership 
plans. t ender offers, mergers and 
acqu1 sit1ons, and dissolution 
li t1gat1on . Mr. Kramer has been 
involved in valuation matters in over 
20 states and was appointed a Special 

(Continued on Page 2) 

To comply with this legislation , th e 
ITTC appointed a fourteen-member 
task. force (see bios in article below )to 
review the issues involved in the study 
and assemble their findings in a 
useable format. The 461 Task Force 
will not make a recommendation on 
a course of action, but will provide 
the framework from which a policy 
decision can be made . 

The study will be completed on 
October 13, 1995 . The ITTC will 
make a recommendation based on 
the Task. Force 's report. The study 
report and the ITTC's recommenda ­
tion must be submitted to the 
Governor and General Assembly by 
October 31, 1995. ■ 

The 461 Task Force 
Premise 

All options studied must 
assure the following : 

* Affordable 
currently 
users 

access to 
authorized 

. *The availability of a 
\ . well -maintained fiber 
1 \ optic system _a_nd 

I delivery of a spec1f1ed 
I bandwidth 

* Completion of Part Ill as 
specified in legislation 
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The ICN Study 

Legislature 
Defines ICN 

Study Process 

When Iowa lawmakers begin their 
next legislative session in January, they 
will come armed with the tools they 
need to set ICN policy . 

Following the direction provided by 
the Legislature in House File 461 , the 
Iowa Telecommunications and 
Technology Commission (ITTC) 
appointed a task force to study the 
Iowa Communications Network (ICN) . 

Th is task force will not make a 
recommendation . Rather, it will 
provide the ITTC and ultimately the 
Iowa Legislature with a valuable 
:focument that can be used as a 
Jractical policy setting guide. ■ 

General Assembly 
HF 461 d,rects ITTC to study the 

feasibility of an ICN sale or 
conversion to public utility 

· - ·- ---·- - --------
ITTC 

Appoints a study task force 
---------------

461 Task Force 
Gather, analyze, and frame 

issues under each option 

ITTC 
Reviews optJOns outlined ,n 

study 

Recommendation 

General Assembly 

House File 461 required the Iowa 
Telecommunications and Technology 
Commission (ITTC) to study two 
options relating to the ownership 
and operation of the Iowa 
Communications Network (ICN) . The 
ITTC was to analyze the impact of 
both options -- selling the ICN to a 
private operator and converting the 
ICN into a public utility . 

· ·At their first meeting, the .461 Task 
Force decided to expand the study to 
include several sale and public utility 
options . This list now includes ten 
options with over 25 issues under 
consideration. 

It is important to note that the task 
force agreed on the premise that each 
option (except Option 1) would 
assure currently authorized users 
affordable access to fiber optic 
technology . The following Is a list of 
those options and cons1derat1ons . 

Option 1 
The ICN would be sold for private 
ownership and operat ion, but 
currently authorized users would not 
be assured affordable access to the 
technology . 

Option 2 
The ICN would be sold for private 
ownership and operation , but 
currently authorized users would be 
assured affordable access . 

Option 3 
The State would sell excess capacity 
for private ownership and operation. 

This sale would be open to any 
telecommunications provider. 

Option 4 
This option would allow for joint 
state -private ownership (e .g. 
partnership. corporation, joint-stock 
company) 

Option 5 

The State retains ownership of the 
· 1CN , _but leases it to a private 
operator who wili assume the risk. 

Option 6 
The State retains ownership of the 
ICN and contracts for private 
management. The state would 
continue to assume the risk . 

' Option 7 
The State retains ownership and 
operation of the network, but leases 
excess capacity to private operators . 

Option 8 
The State retains ownership and 
operation of the network, but leases 
excess capacity to private operators 
only in markets where existing 
vendors are not capable or willing to 
provide the service . 

Option 9 
The ICN remains the same. but access 
is limited to the current list of 
authorized users. 

Option 10 
The State would retain ownership 
and operation of the ICN, but all 
limitations on use would be lifted . 
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ICN Historical Timeline 

1980 Community colleges planned for a small 
educational telecommunications network using a 
combination of technologies . The Leg islative 
Council determined that a coordinated statewide 
plan for distance learning was needed. 

1987 Senate File 162 authorized Iowa Public Television 
(IPTV) to coordinate the Iowa Educational 
Telecommunications Network (Narrowcast 
Advisory Committee supervised the project). 

1990 The Legislature expanded the proposed network 
to include state agencies and libraries. 

1991 Constructjon began on Part I (15 community 
colleges, 3 regents institutions, IPTV and the State 
Capitol Complex) . 

1992 Constructjon began on Part II (connections from 
the community colleges to the remaining 84 county 
points of presence, known as CPOPs) 

1993 Parts I and II are completed . 

1994 Senate File 2089 established a governance and 
management structure for the network (the Iowa 
Telecommunications & Technology Commission); 
authorized hospitals, physician clinics. federal 
government. Judicial department. and US Postal 
Service to use the network; and established the 
guidelines for the development of Part Ill. 

1995 Legislature agrees to a S94.7 million Part Ill plan 
that will connect 4 7 4 srtes using primarily privately 
leased lines; provided S24.5 million for 1996 
operating costs; and commissioned a study of the 
feasibility of selling the ICN or converting it to a 
public utilrty (House File 461 ). 

The 461 Task Force appointed by the ITTC to 
conduct the ICN feasibility study mandated in 
House File 461 . Joan Axel appointed Chair of the 
thirteen-member task force. and the State Public 
Policy Group is hired as staff. I 

I 
I ---7 

If you want to continue receiving the 461 Update, 
please fill out this card and send it back to the address 
below. If we do not hear from you, your name will be 
removed from the mailing list. 

Name: 

Organization: 

Address: 

City/State/Zip: ________________________ _ 

Work Phone: _________________________ _ 

Send, Call, or Fax to: 
State Public Policy Group 

Clemens Building • 200 10th Street, 5th Floor • Des Moines, Iowa 50309 
515/243-2000 • FAX 515/243-5941 
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Task Force Begins to Define Options 

3usiness Valuation Procedures Reviewed by Task Force 

·he process on how a busi ness is 
alued pri or to a sale was 
ev iewed by Ya le Kramer du ring 
>ie Augu st meeting of the 46 1 
ask Force 

ramer, a ta sk fo rce member, has 
,o rked in the busin ess appraisal 
1dustry fo r over 20 years. His 
resentat ion -- Business Appraisal 
J1 -- was fo rmatt ed t o g ive tusk 
>rce members a crash course in 
de "deal makers" and "deal 
·eakers. " 

1is revi ew provided task fo rce 
embers Nit h a check list o f 
,ues t hat ca n create problems, 
enhance profi t margins, w hen 

business 1s so ld . 

This rev iew helped the 46 1 Task 
Force identify all the factors t hat 
could have an impact on the 
ICN ·s vaiue in th e marketp lace. 

~-~ D 
~~~ 

- !11111 -~~~ 

A complete netw ork appraisa l or 
valuation is not w ithi n the scope 
of t he 46 1 Task Force's study. 
However, the Task Force will 

outline the com plexities of an 
apprai sal o r va luation, incl uding 
t he high cost of the proce ss 
(cur rent estimates from initi al 
vendor contact is $1 .8 miil ion ) 

The Task Force will li st and 
anaiyze all the f actors that might 
aff ect t he ICN 's value -- both 
positively and negatively . . This 
in fo rmati on wil l be helpf ul when 
analyzing t he imp li cations o f 
each opt io n. 

By obta in ing and analyzing all 
t he information , the Task Fo rce 
will be ab le to provid e poii cy 
makers w ith a tho rough analysis 
necessary to make informed 
pub lic policy dec isions. ■ 

Meeting Highlights 
e 461 Task Force met on Thursday, 
1gust 10 ana Friday, August 11 to 
ntinu e analyzing the impacts of 
: t en stuci ·; oot1ons on various 
:r grouos ;n the State of Iowa. 

~mbers of the Resource Panel 
re asked : o cl arify key issues 
d p ro v1 deci insight from a 
iety of oe~soect ives. Chris Sease 
the Iow a Att orney General's 

assessme nt of the legal issues 
involved in severa l options. Sease 
w ill forma lly present her finding s 
at the September 7-8 meeting. 

Bob Helm ick, bond counsel from 
Dorsey & W hitney, reviewed the 
effect each option has on the : 

• The State 's credit rating and 
financial bond reputation 

• Status of t he Stat e's tax ­
exempt bonds (used to finan ce 
Part I and II construction) 

• The legality of the bonds and 
com pliance wit h their t erms. 

Helmick noted t hat while t he 
bond issues create problems in 
several areas , it appears the bond 
issues would not preclude any of 
tho nnt i n n<: _ 
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The ICN Study 
Task Force Resource Team Expanded 

The Resource Team is an integral part of the 461 Task Force. The current team includes: 

Paul Bowers 
Buena Vista University 

Gary Feddern 
Iowa Lakes Community College 

Bob Helmick 
Dorsey & Whitney, P C. 

Kent Jerome 
Iowa Telephone Association 

Kirk Kaalberg 
McLeod Telecommunications, Inc. 

Linda Kading 
Iowa Association of 
Municipal Utilities 

Allan Kniep 
Iowa Utilities Board Staff 

Bob Lutz 
Drake University 

LTC Jim McCullough 
Iowa National Guard 

Perry Meyer 
Iowa Hospital Association 

Chris Sease 
Iowa Attorney General's Office 

Col. Roger Schultz · 
Iowa National Guard 

Phil Smith 
· Iowa Off ice for 

State-Federal Relations 

Jim Sutton 
Iowa State 

Education Association 

Tommy Thompson 
Iowa Communications Network 

Dick Vohs 
Iowa Network Services 

· Craig Waskow 
Iowa Cable 

Television Association 

Task Force Revievvs the Internet 
Issue Added as a Report Consideration 

The Internet is fast becoming an essential tool for 
the modern world . At its August meeting, the 461 
Task Force discussed the need to look at the 
1nternet as a separate issue under each option. 

Jeorge Strawn , a task force member and expert 
)n the internet, provided an overview of the 
nternet and its value to the ICN. 

;trawn explained that the Internet will be one of 
he most important and widely used applications 
,n the ICN, regardless of who owns it. The ICN is 
urrently one of several Internet providers. 

Strawn asked that, in light of the importance of 
the Internet to education and government, the 
Task Force agree to look at it as a separate issue in 
their analysis. 

The Task Force agreed to add another issue -- the 
26th -- to their study. It will read "What are 
positive and negative effects of this option on the 
access to the Internet?" 

The Task Force agreed to add the Internet to the 
list of considerations . ■ 
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The ICN Study 

ICN Attracts Federal Grants 
)ue to the Iowa Communica­
ions Network's (ICN) affordability, 
,ccessibility , and availability state­
vide, :1early 550 million 1n 
2derai grants. contracts, and 
irect federal assistance for 
rojects will have been awarded 
1 Iowa by the end of FY '96 
ccording to Phil Smith, director 
f ·Iowa 's Office of State and 
?deral Relations. 

nith contends the widespread 
1ailability of fiber optics in all 
3rts of the state makes the !CN 
tractive. The ownership of the 
N does not directly determine 
·cess to federal funds. The ICN 
1s provided its users with 
veral new opportunities to 
2k federal funding . To date, a 
tal of $38.4 million in grant 
d contract awards have been 
•en to eight ICN use rs. These 
lude: 

The Iowa National Guard: 
5 million from the Depart­
nt of Defense for the develop­
nt of its Community Learning 
1ters and Information Net­
rk that connects 51 of its 
1ories to the ICN for full range 
:e, data , and video services . 

Iowa Emeraencv ManaQe-

ment Agency: $3. 9 million from 
the Department of Defense to 
help construct the Emergency 
Operation 's Center at the STARC 
Armory and a porti on ofthe ICN . 

3) Iowa Public Television: $8 
million from the Department of 
Education to aid Iowa schoo ls in 
the implementation •.J f distance 
education programs. 

4) University of Iowa Hospitals 
and Clinics: $7 .3 million from 
the National Library of Medicine 
to develop a National Center for 
Rural Telemedicine . 

5) Iowa Methodist Medical 
Center: $700,000 from Health 
Care Financing Administration to 
develop a pilot telemedicine 
project linking two rural hospi­
tals to the Des Moines Medical 
Center. 

6) Iowa Mercy Medical Center: 
$3 .5 million from Health Care 
Financing Administration for a 
Telemedicine research project 
linking eight rural Iowa hospital s. 

7) State Library of Iowa: $2.5 
million from the Department of 

Continued o n page 2 ... 

Matrix Updates 
Continue 

The matrix developed to help 
Task force members, the Tele ­
communications and Technol­
ogy Commission , policy makers. 
and other readers si ft th rou gh 
the volumes of information 
continues to develop. The matr ix 
is constantly updated to reflec t 
the deliberations of the Task 
Force . The matrix also reflect s 
information from sources such as 
the Iowa National Guard, the 
Attorney General's Office, the 
Iowa Telemedicine Advi so ry 
Council and the Federal Emer­
gency Management Agency 
(FEMA) Iowa Network Servi ces 
(INS), telephone companies, and 
private business. 

The Task Force matrix wtll 
present information in consistant 
categories to help make it more 
readable. These categories will 
allow the Task Force to point out 
considerations, effects, con ­
straints, and responses to consid ­
erations. 

Task Force members are review ­
ing the matrix issue by issue. 
They agree to review the material 
in this manner, and when all 
information is integrated, evalu ­
ate each option as a whole. 
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The ICN Study 
Task Force Evaluates ICN Legal Issues 

, Chris Sease of the Iowa Attorney 
! General 's Office presented a 
·1

1 

preliminary report for review and 
discussion on the legal implica­

\ tions of the ten options being 
1 studied by the 461 Task Force. 
! Sease highlighted legal constraints 
! under each option and suggested 
l responses to these constraints . 

I 
i The legal issues examined by Sease 
I 

! include: 

Public Rights of Way -- Sease 
noted that public right of way 
issues do not present barriers to 
the sale or alternate ownership or 
management of the network. All 
but Option 9 (state ownership and 
operation) would likely trigger 
Department of Transportation 
right of way fees for non­
governmental use of the network. 

Contracts -- The existing con­
tracts, 28E agreements. federal 
grant compliance language, and 
licenses reviewed to date would 
not present barriers to the sale or 
alternate ownership or manage­
ment of the network, but some 
could trigger significant demands 
for recoupment . 

Federal Emergency Management 
Agency (FEMA) Requirements -­
FEMA is currently assessing the 
impact of their agreements on 
each option . It is possible FEMA 
will seek recoupment of '53.4 
million in matching funds used for 
the STARC Armory project if the 
state fails to provide assurance of 
emergency communication capa­
bilities . A buyer could build a hub 
Jut, any alternative hub site 
Nou Id need to meet FEMA 

survivable crisis standards - a 
substantial cost for any purchaser. 

System-wide Buildout -- The state 
law that requires federal agencies. 
telemedicine, and National Guard 
federal grant programs pay for a 
system -wide buildout may trigger 
some significant demands for 
recoupment. 

ST ARC Armory Status -- The State 
of Iowa has no ownership interest 
in the STARC Armory facility. 
Rather, the state was granted use 
of the building under a license 
agreemer: !, which may be trans­
ferred or assigned to another party 
with the con~ent of the National 
Guard. The need for a purchaser of 
the network to construct alterna­
tive facilities would entail substan­
tial cost . 

Regional Switches/Points of Pres­
ence -- Regional switches and 
county points of presence are 
located in public facilities. primarily 
community colleges and schools. 
While no written agreements are in 
place defining state use of these 
facilities, the state legislature has 
authority to enact legislation man­
dating that the community col ­
leges, local schools, and other 
political subdivisions provide access 
to the purchaser of the ICN in the 
event of a sale of the network . 

Part Ill Contracts -- Part Ill contracts 
will not preclude a sale or alternate 
ownership or management of the 
network. 

Regulation -- A private owner of 
the network would be subject to 
the jurisdiction of the Iowa Utilities 

Board under current law, while 
the ICN is exempt from such 
regulation . 

Other Laws -- To date, the Iowa 
Attorney General's Office has not 
found any state or federal law 
which would preclude any of the 
options. However, certain op­
ti on s may implicate the 
non competition provisions of Iowa 
Code chapter 23A, specifically 
where the state retains ownership 
but expands non-governmental 
users. Further, by constitutional 
prohibition, the state can not 
become a stockholder in any 
corporation. Any joint ownership 
arrangement would need to be 
carefu Hy structu.red to avoid th is 
prohibition . 

Telemedicine Issues 
continued from page 2 ... 

• Availability of emergency access 
capabilities 
• Equity of access (assuring rural 
access) 
• Research focus for attracting 
grant funds 
• Reinvestment (revenue vs sub­
sidy) in Network 
• Separate entities that provide 
coordination must preserve coop­
eration with health care 
• Telemedicine should not be 
politicized 
• Assurances of confidentiality 

Each of these issues will be 
considered when assessing the 
impact of the Task Force's ten 
options. 



· Iowa Communications Network: 
__________ An Overview ________ _ 

Advances in technology have launched the telecommunications industry into new 
territories of competition. Many telecommunications providers continue to be subject to 
regulatory restrictions, while others have carved out niches in the free market. Federal and 
state telecommunications policies have only recently begun to reflect these market shifts. 

At the same time, increasing numbers of individuals and businesses are discovering the 
potential efficiencies offered by telecommunications technology. While demand for new 
telecommunications services has increased significantly over the last decade, costs remain 
high because of the constant need for equipment upgrades and system build-outs. 

In the mid-1980s, the State of Iowa became a telecommunications provider. The entry of 
state government into the telecommunications industry has received mixed reviews. The 
following analysis will help frame the background of the ICN and the telecommunications 
industry as a whole. 

Historical Review of the Iowa Communications Network 
In the early 1980s, state policy makers and educational leaders began exploring options 
that would provide affordable distance learning opportunities to all Iowa schools, 
regardless of their location or size. During this time, the state was in the midst of a 
farm crisis which debilitated rural areas and led to increased outmigration. The 
proposed educational telecommunications network held hopes for rural economic 
revitalization through the preservation of quality educational opportunities in many 
remote areas of Iowa. School consolidations and closings could be averted. 

The establishment of the Iowa Lottery Network in the late 1980's provided the 
opportunity the state needed to begin building a telecommunications network. The 
Iowa Department of General Services, as the owner and operator of the lottery 
network, expanded the network to include all state agencies. This network became 
known as the Iowa Telecommunications Network (ITN). 

In 1989, Governor Terry E. Branstad proposed, and the Iowa General Assembly adopted, 
legislation that created and funded the first state-owned fiber optic communication 
system in the nation. Although this legislation funded construction of the system, it 
was not until early 1994 that a governance structure was established to manage the 
network. Until that time, the network was managed by the Iowa Department of 
General Services and Iowa Public Television 's Narrowcast Advisory Committee. 

In 1991 , the Nebraska-based Kiewit Construction Company was awarded a contract by 
the State of Iowa to expand the ITN. The company's installation of a statewide 
Synchronous Optical Network (SONET) provided state agencies, universities, and 



Executive Director, approved the Part Ill implementation plan, and directed the ITTC to 
conduct a feasibility study of options relating to the ICN's sale or conversion to a public 
utility. 

Just as Robert Baur was leaving his post as commission chair, the ITTC lost a second 
commission member, Richard Westcott, to a serious illness. During the same month, 
the Governor appointed a new commission chair -- Richard Opie -- and Tommy 
Thompson became Chief Operating Officer for the ICN. 

On June 22, 1995, Governor Branstad appointed Mary A. Nelson to fill the seat vacated 
by Richard Westcott. As with Richard Opie, Ms. Nelson's appointment will be subject 
to confirmation by the Senate in 1996. 

In order to comply with the General Assembly's mandate, the ITTC appointed a twelve­
member task force to study the disposition of the ICN and report on the feasibility of 
several options. This task force must complete its study and submit a report to the ITTC 
by mid-October 1995. The task force is not responsible for making a recommendation. 
Recommendations will be made by the ITTC after completion of the study. 

The 461 Task Force, named after the legislation (HF 461) which created it, is headed by 
commission member Joan Axel and staffed by the State Public Policy Group. 

Chronology of ICN Events 

1980 Several community colleges began to plan for the development of a small 
educational telecommunications network using a combination of 
technologies. The Legislative Council simultaneously determined that a 
coordinated statewide plan for distance learning was needed. 

1987 Senate File 162 was adopted to authorize Iowa Public Television (IPTV) to 
coordinate the Iowa Educational Telecommunications Network and 
establish the Narrowcast Advisory Committee to plan.and supervise the 
project. 

The first Request for Proposal (RFP) was issued to determine specific 
pricing for a variety of technologies. Three vendors bid on this initial 
proposal. The bid was awarded to a McLeod Telecommunications, but 
was later challenged and rejected . 

1990 The Legislature expanded the proposed network to include state agencies 
and libraries. The Iowa Department of General Services was instructed to 
share management responsibilities with IPTV. 

A second RFP was released to connect 356 sites, but proposals were 
rejected for high costs. Finally, a third RFP was issued with the number of 



1995 Legislature began its review of Part Ill proposals, agrees to a $94.7 million 
plan to connect 474 Part Ill sites using privately leased lines, provided 
$24. 5 m ii lion for Fiscal Year 1996 operating costs, and appropriated 
$250,000 for a study which looks at the feasibility of selling the ICN or 
converting it to a public utility (HF 461). 

The Legislature also authorized the National Guard to lay additional state­
owned fiber in its trenches to hook up 19 Part Ill sites. These connections 
are to be owned by the state. 

The Senate rejected the confirmation of Robert Baur as ITTC Chair and 
Tommy Thompson as ICN Executive Director. 

Governor appointed a new Chair of the ITTC -- Richard Opie -- and 
Tommy Thompson became Chief Operating Officer for the ICN . 

461 Task Force appointed by ITTC to conduct the ICN feasibility study 
mandated in HF 461 . Joan Axel appointed as Task Force Chair and State 
Public Policy Group hired as staff. 

Iowa Communications Network -- Infrastructure Review 
Construction of the Iowa Communications Network began in 1991 and has been 
ongoing since. The ICN currently owns more than 28,000 miles of fiber in the state. 
Of this fiber, approximately 10,270 miles is currently lit. New National Guard and 
federal projects will bring the total state-owned fiber miles up to 31,853 (Source: Iowa 
Communications Network). 

The ICN construction plan called for three consecutive parts: 

+ Part I -- 21 sites (owned) 
15 community colleges, 3 regents institutions, IPTV, and the State Capitol 
Complex were connected to the hub at the National Guard's ST ARC Armory 
at Camp Dodge. This part was completed in 1993. 

+ Part II -- 105 sites (owned) 
These connections allowed each county to have an ICN endpoint. 
Connections from community colleges were extended to the remaining 84 
county points of presence, known as CPOPs. This part was completed in 
1993. 



Currently, several community colleges offer ICN training sessions to state agency 
personnel. These trainings concentrate on methods for conducting effective meetings 
over the ICN. In addition, Iowa Pubiic Television is currently updating their video guide 
to ICN use, entitled "How to Use the ICN." This videotape is available to educational 
users of the network. 

The ICN recently established a toll-free ICN User Hotline, where users can call for 
assistance in ICN scheduling, use, and training. 

Currently, four groups are authorized users of the network: 

+ Education 
This includes K-12, higher education, school administrative offices, and 
libraries. Educational users are authorized to use the network for voice, 
video, and data traffic. In 1994, the Legislature made it clear in SF 2089 that 
educational users are to remain the top priority of the network. 

+ State Government/lowa National Guard 
State government and the Iowa National Guard are authorized to use the 
network for voice, video, and data traffic. 

+ · Federal Government · 
Federal government, community-based corrections, the judicial department, 
and the U.S. Postal Service (for pilot projects) are authorized to use the ICN 
for voice, video, and data traffic. 

+ Hospitals/Physician Clinics 
Hospitals and physician clinics are authorized to use the ICN for telemedicine 
purposes alone. They may use the ICN for video and data traffic related to 
telemedicine, but not for other (administrative) purposes. Telemedicine users 
are prohibited from using the ICN for voice traffic. 

The Iowa Telecommunications and Technology Commission has appointed two 
committees to represent user groups. 

+ The Iowa Telemedicine Advisory Committee 
This group is comprised of telemedicine users, hospital administrators, health 
care professionals, insurance representatives, and consumers. They meet to 
review and make recommendations to the ITTC on issues relating to 
telemedicine. 
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The follow ing pie chart demcrs--::'"=1es 7unding provided fo r 1he network during the last 
legisiat ive session. 
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The ICN currently employs 48 personnel who manage, supervise, and ma intai n netw ork 
operati ons. 

-+- Admin istrative . . ....... . . ...... 5 
-+- Eng ineering ..... . . . .. . . . .. . . . . i 0 
-+- Financial . . . . .. · .. .. ... ,. . . ... . . . 8 . 
-+- Outside Plant/Consuucion . . . . . . 7 
-+- Technical . . . . . . . . . . . . . . . . . . . . 10 
-+- Public Affairs . . . . . . . . . . . . . . . . . 1 
+ Co~missioners (~ar: -time) . 2 
-+- Part-Time/lnterns . . . . . . . . . . 5 

Various other entities continue to provide services to the iCN . Iowa Public Television 
coordinates all video schedu ling, provides t ech ni ca l t roubleshoot ing fo r educational 
network classrooms, and coordinates a variety of educat ional activit ies on the ICN . The 
Iowa National Guard al so provides services to users of the ICN, inciuding assistance in 
scheduling sites and technical assistance. 

ICN Technology 
The ICN is a fiber optic system which offers its users a variety of technological options. 
While it is difficult to keep pace with technological innovations, the ICN makes it a 
priority to look at advances in switching systems and other hardware. 

Frame Relay Services (FRS) 
In cooperation with US West, the ICN has developed and deployed 32 FRS points 
around Iowa. FRS technology enables ICN users to improve t heir data speed capabilities 
si gn ificantly (i.e. data speed is increased from 9600 bps to 56 kbs). The Iowa 
Department of Human Services has successf ully used this technology provided 
cooperatively by US West and the ICN to interconnect over 3,000 of their employees 
around the state. 



Cable Television 
Cable television providers are often left out of the telecommunications discussion in 
Iowa because they operate on a copper (co-axial) network which does not o-ffer the 
same capabilities as fiber optics. However, many cable systems are currently replacing 
their backbones with fiber to position themselves as a diverse telecommunications 
provider. 

Cable companies are subject to local franchise renewals, which may require local access 
channels, specify programming, and set rate ceilings. Cable companies operating in 
Iowa include TCI and Cox. Direct satellite providers are also placing themselves in a 
position to compete with cable companies in entertainment services. TCI has launched 
their own direct satellite service, Primestar. 

Wireless Services 
Companies providing wireless phone service in Iowa include US Cel lul~r, US West 
Cellular, Sprint Cellular, AT&T Wireless, and Com Net. 

11 



Telecommunications Industry 
Fiber Optic Market & Historical Review 

The following information was gathered and summarized using literature received from 
Yale Kramer of the Reiss Corporation. The articles are on-file with SPPG staff and can be 
copied upon request. 

Historical Review 
Modern fiber optic technology originated in research conducted in the 1920s. The cooper 
coaxial cable was first introduced in 1928, and remained the mode of transmission for 
decades. In 1954, research in solid state physics led to the development of microwave 
transmissions, and six years later, laser technology emerged . 

Fiber optic systems are made up of two components -- the optical fiber that carries the 
. light pulse, and the electronics which send, receive, and convert the light pulse into 
information. Fiber optic systems have a number of recognized advantages over copper: 
they are low cost, physically flexible and lightweight, and are not affected by 
electromagnetic interference. Freedom from interference makes fiber optic systems more 
reliable, and their low cost makes them economically attractive. Their light weight makes 
them easier to transport and use (200 reels of copper wire weigh 1,600 pounds; a single 
spool of optical fiber, which has the same message-carrying potential, weighs only 4.4 
pounds). The low cost of installing a fiber optic system continues to be a factor in its 
success. Fiber systems are only 5-10% more expensive than traditional copper coaxial 
cable. When factoring in fiber 's capacity and ability to adapt to future applications, the 
choice of fiber over copper becomes more appealing to most of the world's network 
operators. 

Fiber optic systems moved rapidly from research to deployment, largely due to their 
capacity and low cost. Advances in fiber optic technology have occurred very rapidly. It 
is important to note that the advances being made are in the fiber electronics -- no the 
optical fiber itself. These advances make it possible to upgrade the electronics and increase 
the capacity of the system without replacing or upgrading the optical fiber itself. 
Technological advancements in fiber electronics increases the amount and speed of 
information transmitted. 

Fiber Optic Market Review 
Over the past five years, markets in " information hardware" have expanded dramatically. 
1993 was· a pivotal year for the US fiber optics industry, as shipments of fiber optic 
equipment grew by over 11 % to $3 .1 billion. This growth reflects the increased 
deployment of fiber otic equipment (optical fiber and its electronics) in both developing 
and industrialized countries. (US Industrial Outlook, 1994) 



Fiber Optic Projects 
Below are examples of several large fiber opt ic project s currently being implemented 
around the world . 

• In April of 1993, Sprint announced a ten -year, $500 million plan to install SONET 
equipment on its network, offering its customers rapid transmission speeds (more 
than 13 times faster than the current network). 

• In July of 1993, MCI Communications became the first network operator in the US 
to deploy optical switches, which are designed to improve the efficiency of fiber 
optic systems by providing reliable routing . 

• Four investors have joined together in a privately-financed venture, called the 
Fiberoptic Link Around the Globe (FLAG) Project. These investors -- NYNEX, the 
Dallah Al Baraka Group (Saudi Arabia), Gulf Associates (US), an_d Maurbeni 
Corporation (Japan) hope to provide a high capacity undersea fiber optic system 
that will link Japan with the United Kingdom, via the Indian Ocean . Upon 
completion, FLAG will have links to 11 countries and be the longest undersea fiber 
system in the world. The project is expected to cost $1 .2 billion and be operational 
by December, 1996. 

• The Newly Independent States and Eastern European governments have expr~ssed 
interest in fiber optic technology. Many of these governments have begun 
ambitious infrastructure overhauls to provide more reliable phone and data service, 
and provide their businesses with an electronic link to the world . The market for 
fiber optic equipment in these areas is expected to reach nearly $1 billion by the 
end of the decade, compared with $42 million in 1991 . 

• In May of 1994, six Iowa companies formed a consortium to build a fiber optic and 
wireless telecommunications network that would use portions of the ICN . The 
consortium includes Midwest Resources Inc, Iowa-Illinois Gas & Electric, Pioneer 
HiBred International, Farm Bureau Life Insurance Company, Long Lines Ltd. (a 
northwest Iowa telecommunications company), and RACOM Corporation (a 
Marshalltown wireless communications company). Their plan would extend the ICN 
to homes and private businesses, open ing the network to commercial use for the 
first time. While the Legislature would need to approve such a move, the 
consortium stated that such a move would infuse revenue into the ICN, allowing it 
to subsidize its commitment to the educational system. The consortium publicly 
announced that it is not interested in purchasing the ICN , preferring to build onto 
the network. Potential uses of this network include video conferencing , pay-per­
view movies, access to the Internet, and electronic meter-reading. The group 
expects to work with Iowa's independent telephone companies and has allocated 
'5 1 million to a market research study. 



Telephone Infrastructure 
State of Iowa 

The following information was provided by the Iowa Telephone Association 
to supplement the ICN Overview presented at the last meeting. These 
figures are current as of 12/31194. 

Number of Exchanges: 

Number of Access Lines: 

Access Lines by Provider: 

825 

1,419,157 

926,64 1 (US WEST) 
261 ,859 (GTE) 
51 ,4 17 (Frontier) 
179,240 (1 SO non-rate regulated te lcos) 
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DIFFERENT FROM A TELEPHONE CO. 

A TECHNOLOGY PLATFORM TO 

. . . ··-

• PROMOTE EDUCATIONAL GROWTH 
•ENCOURAGE INDIVIDUAL LEARNING 

•IMPROVE GOVERNMENTAL 
SERVICE 
•IMPROVE HEAL TH CARE 

The Iowa Communications Network is a very unique initiative by the State of Iowa. 

At a quick glance. the ICN looks like a telephone system. but actually it deals with a much 

broader spectrum of services. 

The ICN is a technology platform capable of providing full-motion video, compressed 

video, high speed data. and voice transmissions for research and development of new 

procedures and applications with the purpose of improving education, government, and 

health services . 

6/29/95 5: 16 PM 



The :\etworic has been designed in three pans. 

Pan l - connects the HUB of the ;\Ietwork located at ST ARC :-\nnory at Camp Dodge 

(just north of Des Moines) to all 15 Community Colleges (regional swi tch si tes) and the 

three S rate C ni versities. 

Pan 11 connects the regional switches to all 99 counties as well as to State and Federal 

Agencies. 

P:m lII connects the county high schools and libraries to the Network (474 sites 

S rate\\'ide :. 

The T clemedicine initiative allows hospitals and clinics to connect to the Network as wel l. 

6(29/95 S: I 6 P~ 



IOWA 
TELECOMMUNICATION 

AND TECHNOLOGY 
COMMISSION 

I I I I 

EDUCATIONAL TELEMEDIONE I TELECOMMUNICATIONS 
TELECOMMUNICATIONS ADVISORY I ADVISORY 

COUNCIL COUNCIL COMMITTEE 

I 
I I 

15 REGIONAL TELEJUSTICE 
TELECOMMUI-ICATION ADVISORY 

COUNCILS COUNCIL 
(RTCs) (PENDING) 

The Commission has four advisory councils that will ultimately provide policy advice from 

users prospective. 

The education effort is supported by a council at every community college region by 

Regional Telecommunications Councils (RTCs) which provide input and coordination to 

the Education Telecommunications Council (ETC). 

The role of the councils is to provide policy related information to the Commission for the 

decision making process. 

0627GEN.DOC 
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ICN CAP AC/TY 

1 PAIR 

64KBS 

T-1 24 PAIRS 

1,536 KBS 

DS3 (28 T-1 's) 

FOUR T-1 CIRCUITS 

PLUS 

FULL MOTION 
VIDEO 24T-1 's 

43,232 KBS 

The ICN brings 6,755 times the capacity of a regular telephone line into the user ' s site. 

This enables multiple classrooms of computers to access the Network without downtime 

from waiting due to Network traffic delays. 

Accessing file servers for research information for a student or instructional material for a 

teacher is only effective if it is responsive. 

Downtime is wasted training time. 

-



K-1 1 EDUCATION TECHNOLOGY 
INTEGR.AT!ON 

• INTERACTIVE CLASSROOM FOR ACCESS TO NEEDED 
ACADEMIC COURSES 

• INTERACTIVE CLASSROOM FOR DEBATE AND EXCHANGE OF 
RESEARCH 

• WORLD WIDE CONNECTIVITY FOR FOREIGN LANGUAGE STUDENT 
INTERACTION 

• INTERACTIVE COMPITTER ASSISTED TRAINING ON 
INDIVIDUALIZED BASIS 

• COMPITTER ACCESS TO SUPER COMPITTERS AND COLLEGE/ 
UNTVERSITY COMPITTERS FOR RESEARCH 

• INTERNET CONNECTIVITY FOR WRITING AND OTHER 
EDUCATIONAL INTERACTIVE ACTIVITIES 

• COMPITTER ACCESS TO LIBRARY SERVERS FOR GENERAL 
ACADEMIC MATERIAL 

Ii 

There is a wide range of users to be incorporated into the learning process at the K-12 

level. 

Motivation of the student is an important goal. 

Improved leaning is the desired outcome. 



TELEMEDICINE 
oP ATI ENf CQ\BUL TATI CN 
o CARII (La:;y 

oPATffL(Gy' 

0 RAil (1(Gy' 

oTRAI N N1 Eax::ATI CN 

Telemedicine will equalize the medical care provided to rural Iowa. 

Through networked hospitals and clinics, exchange of specialist services are easily 

facilitated over secure point to point video connections. 

In-service training and new treatment training bring the latest information to rural medical 

personnel on a frequent basis. 

11 6/29/95 5: 16 PM 
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1aN TIONAL GU RD 
DUAL USE FACILITIES 

i'vfILITARY 

•SIMULATION EXERCISES 
•INSTRUCTION FILE 
SERVER SUPPORT 
•VIRTUAL REALITY TRAINING 
• TRAINING(INTERACTIVE) 

60 
COMMUNITY 
LEARNING 
CENTER 

•HIGHER EDUCATION 
•EXTENSION SERVICE 
EDUCATION 
•HEARINGS 
•CONFERENCES 

The Advanced Research and Projects Agency (ARP A) provided the National Guard a $10 

million grant to equip the National Guard Armories with interactive classrooms, connect 

the Armories to the Network, and conduct research in distance learning. 

In addition, Armories will be used as a community learning center when not being used by 

the Guard. 

This places an ICN community center in virtually every community Statewide with a 

population of over 10,000 with no cost to the State . 

13 6(19195 5: 16 P\1' 



- FEDERAL GOVERNMENT 
.CNlllATIVES 

• I IWRCNED SERVI CES TO I aw. S O TI ZEN3 

• VETERAN AFFAIRS Il SABI LI TY APPEAL 
IEARII\G5 

• VETERAN AFFAIRS BEl'EFI T SERVI CE 

• VETERAN KEPI TALS TELE:rvEil a 1'E 
SERVICES 

• sen AL SEGJRI TY a SABI LI TY IE.ARI N]3 

• I NfERN\L REVEN.E SERVI CE IN TI ATI VES 

1lfilt 
In developing National Wormation Highway programs. the Federal Government is using 

Iowa as a research center. 

The first year of the three year initiatives are reflected on the slide. 

Expediting difficult hearing issues is high on the desired outcome list. 

Improving services to the citizens is an irnponant goal as well. Use of file servers and 

interactive service centers are a big pan of the test. 
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1111 J-HG_HER .EDUC.AT/ON 
• HIGHER LEARNING OPPORTUNITIES FOR 

EVERY CONilvfUNITY 

• COMBINATION OF PUBLIC AND PRIVATE 
COLLEGE'S AND UNIVERSITY'S DEGREE 
PRODUCING PRCGRAMS AVAILABLE ON THE 
NETWORK 

• GRADUATE PRCGRAMS AVAILABLE IN 
NUMEROUS LOCATIONS STATE WIDE 

• SHARED K-12 EDUCATIONAL RESEARCH 
PRCGRAMS USING COLLEGE STUDENTS AS 

~AOLITATORS /SPONSORS w, 
Higher education is an extensive user of the interactive classroom. 

Bringing higher education to the user in the local community is a key goal. 

This educational goal is a positive incentive to economic development in the smaller 

communities . 

1"7 -----------
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Full Motion Video Circuits 
Example: High School Russian Class 

~ed Oak High School ._,. ___ ~ Red Oak 
(Originating Site) (County Point of Presence) 

t ICN 
! 

~._,._I_C_N __ ~ Southwestern Commu_nity College rr (Regional Switch) 

ICN I I.__ __ IC_N ______ __,, 

! ! 
Indian Hills 

:ommunity College 
(Regional Switch) 

t /CN 

Fairfield 
County Point of Presence) 

I Local Exchange 

Fairfield High School 

Y96 Projection 
?venue • $974,000 

. . 

Kirkwood 
Community College 

(Regional Switch) 

Cedar Rapids 
(County Point of Presence) 

! Cox Cable 

John F. Kennedy 
High School 

:ites: $5, education • $10, administration • $40, telemedicine and federal gov't 
(per hour, per site without subsidization revenue) 

3Ss thru costs pass thru to local vendor: $3.1 million 



Data Circuits 
Example 

State _ Lucas Building 
Library ~ ICN --+ (Regional Switch) 

ICN t. 
! 

Hub 

Southwestern 
Community College 

(ICN Regional Switch) 

t ICN 
! 

Red Oak 

Local/Regional 
Library 

Local 
Exchanges 

Local 
Exchange 

t 

Villisca 

(County Point of Presence)~ -+ Community 
High School 

t ICN 
! 

Red Oak High School FY96 Projections 
Revenue •5.628 million 

Pass Thru to Local Exchange 
Carriers • $4.446 million 
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ioux City 
JS WEST 

~ockwell City 
;TE 

:ouncil Bluffs 
JS WEST 

)es Moines 
JS WEST 

INS 

Spencer 
US WEST 

LCI 

ICN Voice 
Switch 

MCI 

)ource: Iowa Communications Network 

· Mason City 
. US WEST 

Sprint Wiltel 

Cedar Rapids 
US WEST 

Grinnell 
GTE 

Davenport 
US WEST 

Mt. Pleasant 
GTE 

Knoxville 
GTE 



Exa pie of ICN Direct Co ect Customer Dialin 
an Inter-State Call 

Direct 
Connect 
PBX 

Interstate 
Toll 
vendors 

ICN 
__. POP 

INS is our Interstate Toll Vendor DayTime 
LCI is our Interstate Toll Vendor Evenings , 
MCI is our Interstate Toll Vendor Nights and -~Week~nds 

'>ource: Iowa Communications Network 

~ ICN $.02/minute 
Switch 

! 
/wiltel j 

$.05 to $.07/minute 



cxdn1p1e 01 1LN cqua1 Access LUStomer u1a11ng­
an In-State Call 

@ $.04/minute 

~~ Local 
Exchange 

ICN 
-+ POP 

Local ICN 
Exchange +-----1 POP ·· 't" 

@✓ $.04/minute 

~n11rrP.~ Iowa Communications Network 

ICN 
~ Switch 



461 Task Force 
June 29 - 30, 1995 • Embassy Suites • Des Moines, Iowa 

THURSDAY,JUNE29~----~---------------

Task Force Members Present 
Joan Axel , Chair 
Robert Halford 
Yale Kramer 
MG Warren Lawson 
Ben Norman 
Jim Meyer (for Ron Pearson) 
David Roederer 
Ed Stanek 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Task Force Support 
L TC Jim McCullough 
Col. Roger-Schuitz 
Jim Sutton 

Special Guests 
Mary Nelson,· ITTC 
Richard Opie, ITTC Chair 
Harold "Tommy" Thompson, ICN 

State Public Policy Group Staff 
Amy Campbell 
Arlinda McKeen 
Tom Slater 

Welcome 

Task Force Members Absent 
Todd Linden 
Ron Pearson 
George Strawn 

Joan Axel , Chair of the 461 Task Force, brought the meeting to order at 6: 10 p.m. on June 
29, 1995. Dick Opie, Chair of the Iowa Telecommunications and Technology Commission 
(ITTC), welcomed the task force members and introduced the most recent appointee to the 
ITTC, Mary Nelson. Task Force member introduced themselves. 

Axel outlined her hopes for the task force's work, reviewed the task force directive, 
stressed the importance of their task, and emphasized the need for the expertise and 
views of each member throughout the study process. Axel stated that the task force 
should not look back, but should remain focused on the directive established in House File 
461 . 



Teresa Wahlert stated that the task force will need to know what it is that the state is 
considering selling. Wahlert suggested that staff define the network, so that the task force 
can understand the implications of each option. Thoms asked that the task force be 
provided information on its assets and its obligations. 

Yale Kramer asked that the system be defined within the context of other existing 
technologies. The task force agreed that it would be very helpful to format the July session 
as an educational session, providing members with an opportunity to learn more about the 
network and the industry. General Lawson offered to host the session at the STARC 
Armory at Camp Dodge. 

The task force asked that the following information be provided at the July meeting: 

• What are the obligations that go with the sale of the network? 

• How do other states accomplish distance learning (for example, Michigan)? 

• What were the original objectives of the network? Are they achieved or achievable? 
What will happen to them under each option? 

• Information on 1994 legislation (SF 2089) 

• What is the ICN worth now? (not an appraisal, but an estimate ·based on what 
assets/debts are currently identified) Axel explained that the 1995 Legislature 
considered, and rejected, the idea of an ICN appraisal, as it was too costly. The 
Legislature asked that the task force study other issues, both legal and technical. 

• Produce an inventory of the system, complete with information on how much was 
paid for each item, who paid it, and when it was purchased. From this, a 
depreciated value may be available. 

Allan Thoms stated that the Iowa Utilities Board (IUB) was mandated in SF 2089 to study 
the impact of the ICN on the private telecommunications industry in Iowa. The IUB has 
been negotiating a contract for this study with Arthur D. Little, who conducted a similar 
study several years ago for the IUB, Department of Economic Development, and Iowa 
Telephone Association. Thoms suggested that the IUB study and the 461 Task Force 
study be coordinated. 

The task force was asked to review their material for tomorrow's discussion, including the 
work plan, timeline, options, considerations, and resources. 

The task force adjourned at 8:40 p.m. 



The task force reviewed needs for additional information: 

• Tour ICN Operational Hub and Emergency Operations Center at the STARC 
Armory on Thursday, July 20. 

• Are libraries considered an educational user? 
• Are community-based corrections considered a state agency? 

Do hospitals own their own connections? 
• Are AEAs and Community Colleges considered higher education users? 
• Define the network 

- Asset and obligation of assets 
- Inventory 
- What's the value? 
- Who bought what? 
- Who owns what? 
- What is the market potential? 

• State-by-state fiber optics communication analysis (concise) 
• What were the original objectives of the network? 

- Are they achieved? 
- Are they achievable? 
- Status under each of the options 
Utilities Board study information (parameters and timeframe of Utilities Board study, 

· as well as updates on progress) 
• Copy and explanation of SF 2089 

Is telemedicine a private or public entity? 
• Define public utility (Axel, Thoms, Vaughan, Kramer, and Roederer) 

- Include information on ownership/regulation/membership 
• Define excess capacity & minimum capacity (Vos, Thompson , Linden, Stanek) 
• What is telecommunications and who are telecommunications providers? (Wahlert, 

Halford, Vohs) 
• What is included in Part Ill? 
• Basic definition of fiber optics & information on new technology (Halford, Vohs, 

Stanek) 
ICN Map (with locations) 

Axel suggested that the next meeting be more than a visit to the ICN Hub, but also be an 
overview of the telecommunications industry. 

The Premise 
Slater explained the need to agree upon a basic premise before examination of the options 
and considerations can be addressed. Slater reemphasized that the task force does not 
make recommendations . 

Ed Stanek reviewed the history of the network, and explained that its mission was initially 
educational, but was expanded to all state government to economize. The goal of distance 
education has matured over the years to include more authorized users. Ben Norman 
cautioned the task force to keep the future in mind during the analysis of the options. 
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Option 3 

Option 4 

Option 5 

Option 6 

Sale of Excess Network Capacity 

State Ownership and Operation of current capacity 

Private Ownership and Operation of excess capacity (to be defined by 
Unden, Stanek, Vohs, Thompson) 

• Sale is open to any telecommunications provider (to be defined by 
Wahlert, Halford, & Vohs) 

• State retains control of hardware and capacity to support currently 
authorized users 

Provide assurances outlined in the premise 

Private/Public Ownership 

• State and Private Ownership 

Provide assurances outlined in the premise 

? Can the State of Iowa own stock in a for-profit entity? Are there limits on 
its investments in such joint ventures? (to be reviewed by AG Office) 

State Ownership/Private Operations 

• State Ownership and Private Operations 

• State retains ownership of the network and leases to a private operator, 
who assumes the risk 

Provide assurances outlined 1n the premise (reserve capacity for 
currently authorized users) 

State Ownership/Private Management 

• State Ownership and Private Management 

• State retains ownership of the network 

• State contracts for management duties 

• Provide assurances outlined in the premise 
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Discussion 
The task force discussed various issues in the development of Part Ill , options being 
considered, and the legislative directive. The task force asked that staff and the Attorney 
General's Office pay careful attention to ownership of the various system components. 

Ed Stanek explained the structure of the ICN's predecessor -- the Iowa 
Telecommunications Network (ITN). The ITN was cooperatively governed by state 
agencies through an ITN Council, but was operated under contract with US West. The 
State purchased equipment, leased lines from common carriers, and contracted with US 
West to operate the network. This structure is similar to Option 3, and is an example of 
a successful private-public venture. 

Allan Thoms provided another example of Option 3. The State contracted with a private 
company to maintain and clean the Interstate rest areas. The condition of the rest areas 
declined, until the contract was terminated. This is an example of an unsuccessful private­
public venture. 

The task force discussed the intended meaning of the word "public utility". Several task 
force members agreed that "state-owned" could mean "public utility". The task force asked 
that the definition be specific and state whether rates and/or standards are regulated and 
who is responsible for regulating . (Definition to be completed by Thoms, Axel, Vaugh_an, 
Kramer; and Roederer) · 

Slater stated that staff will revise the matrix according to the expanded options added 
today. Norman stressed that he would like to see public-private cooperation in these 
options. 

The task force broke for lunch at 11 :40 a.m. and reconvened at 12:30 p.m. to discuss 
considerations, suggest resource people, and agree on the tentative agenda for the next 
meeting. 

Discussion of Considerations/Issues 
There are a number of complex legal and financial issues to consider with each option. 
outlined above complex. These considerations will need to be reviewed by legal 
consultants , bond lawyers, and other experts as necessary. 

Slater remarked that it is important to consider resources and information from sources 
other than those who have been traditionally involved in the issues. Axel agreed, adding 
that it would be helpful to have input from people who are not internal to all the issues. A 
panel of people to react to these issues would be helpful. 

Below is a list of the issues/considerations which will be examined as each impacts the 
options. 

Q 



8. Identify any conflicts in compliance with the policies and regulations of the 
Iowa Utilities Board, Interstate Commerce Commission, and the Federal 
Communications Commission? 

9. Are there any state or federal laws which preclude the State from pursuing 
this option? 
This is a catch-all question that asks for a general search of state laws, including 
Iowa Code §23A, which deals with the state's ability to compete with private 
enterprise. The stock ownership questions should also be examined in this 
section. The Attorney General's Office will be asked to list any state laws which 
may factor into decision-making, and describe how they will affect each option. 

FINANCIAL ISSUES 

10. What is the effect of this option on the status of the tax exempt bonds used 
to finance Parts I and II of the network? 

11. Would the State's credit rating be adversely affected by this option? 

AUTHORiZED USER ISSUES 

12. What are the positive/negative impacts of this option on the ability of 
currently authorized users to affordably access telecommunications 
technology? 

13. What are the positive/negative impacts of this option on ability to retain 
long-term capacity sufficient to meet the present and future needs of 
currently authorized users? 

14. What are the positive/negative impacts of this option on Part Ill users? 

15. What are the positive/negative impacts of this option on telemedicine 
users? 

16. What are the positive/negative impacts of this option on state government 
users? 

17. What are the positive/negative impacts of this option on the National Guard? 

18. What are the positive/negative impacts of this option on federal government 
users? 
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• 

• 

Slater asked that the task force think about all of these issues, talk them over with people 
"at home," and think of any additions/clarifications. Options and considerations will not be 
added after the July meeting, so any comments should be brought up at or before the July 
meeting. Axel asked staff to send a memo reminder to all task force members who agreed 
to help with definitions in the interim. 

Campbell stated that the minutes to each task force meeting will be available to the 
general public upon request, and that all meeting summaries will be pre-approved by Joan 
Axel and David Roederer. Interested organizations/associations will receive a monthly 
FYI, which will provide information on 461 Task Force meeting agendas, schedules, and 
progress. 

Next Meeting 
The next meeting will be held jointly at the STARC Armory (Camp Dodge) and another site 
to be announced on July 20-21, 1995. The meeting times will remain the same (6-9 pm 
and 7:30 am - 4 pm) . 

• Tour of the ICN Hub 
• Demonstration (various technologies on the ICN) 
• Telecommunications Industry Panel 

--- Engineer (Roger Musick, if available) 
--- Financial · 
--- Technology 
--- Telecommunications Industry (Dick Vohs) 

• Review of Federal Telecommunications Policy Trends 
--- Teresa Wahlert 

• What is the ICN? 
--- Presentation of the Inventory 
--- Financial Overview (five-year plan, end-of-year reports, etc.) 

• Updates on Study 
-- Attorney General report (progress to date) 
-- Other as ready 

Identification of Resources 
Slater asked that the task force make recommendations on potential resource people. 
These resource people may be located in or out of the state, and could provide expert 
testimony and/or analysis of particular issues of concern. 

Slater asked that any task force member wishing to share information with the whole task 
force do this through SPPG. Campbell added that meeting packets are assembled 3 days 
prior to meetings, so any materials should be sent to staff early . 

Halford suggested four engineering firms, two accounting firms, and two industry analysts. 
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Yale Kramer offered to conduct an industry assessment and provide valuable industry 
information to staff, who will abstract this information for the task force. Thoms agreed to 
have the IUB staff review several considerations pertaining to the public utility questions. 

The task force adjourned at 3:25 p.m. 
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461 Task Force 
July 20-21, 1995 • ST ARC Armory & The Inn at Merle Hay• Johnston, Iowa 

THURSDAY, JULY 20 

Task Force Members Present 
Joan Axel, Chair 
Bob Halford 
Allan Kniep (for Allan Thoms) 
Yale Kramer 
MG Warren Lawson 
Todd Linden 
Jim Meyer (for Ron Pearson) 
Jim Sutton (for Ben Norman) 
David Roederer 
Ed Stanek 
Emmett Vaughan 
Teresa Wahlert 

Resource Team 
Kent Jero"me· 
Mary Nelson 
Jackie Pullen 
Chris Sease 
Jim Sutton 
Tommy Thompson 
Dick Vohs 

State Public Policy Group Staff 
Amy Campbell 
Arlinda McKeen 
Tom Slater 
Tori Squires 

Overview 

Task Force Members Absent 
Ben Norman 
Ron Pearson 
George Strawn 
Allan Thoms 

The 461 Task Force met at 6:00 p.m. on Thursday, July 20, 1995 for an informal meal prior 
to the beginning of the formal meeting. Self-introductions were conducted during this 
time. 

General Lawson reviewed the development of the STARC Armory site, which houses the 
ICN Hub, Iowa National Guard Armory Facilities, State of Iowa Emergency Management 
Division, Central Iowa Highway Patrol Communications, an archival area for state 
government agencies, and other state disaster and emergency management entities such 
as the Civil Air Patrol. Tony Crandall, Contracts Officer for the ICN, led the group on a tour 
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that Graceland College is the only private college which has completed the buildout, 
although other private institutions are currently in the process .. 

Part 111 
The state will lease the fiber connection and complete buildout one site per school system. 
However, Part Ill users who want to add classrooms must pay for the buildout costs. The 
Task Force asked the following questions: 

v If the state sold the ICN, who maintains the system? 
v What are the legal ramifications of attempting to sell a network which has several 

investors (and is there an implied obligation that the state continue to provide 
service)? 

v What access rights do state universities, private colleges, and Part Ill sites have if 
a private vendor purchases the network and raises its fees? 

MetroNet 
MetroNet is a shared dark fiber network that connects to the ICN, but is not considered 
a part of the ICN. The ICN and Department of General Services invested approximately 
.$500,000 in MetroNet facilities. 

Federal Government 
Thompson estimated the federal investment in the network to be $2,950,000. In addition, 
the new Iowa National Guard's Advanced Research Projects Agency grant provided 
approximately $4 million for fiber optic cable, $600,000 for buildout, and $2.75 million for 
network transmission equipment. 

Federal Emergency Management Agency (FEMA) 
Thompson provided an overview of the Federal Emergency Management Agency's 
Investment in the ICN -- estimated at $3.15 million for the construction of the State 
Emergency Operations Center, $500,000 for emergency connectivity to all 99 counties, and 
$255,000 fot alternate equipment. 

The Task Force discussed the need for a one-page summary of the inventory, which is 
divided into two sections -- what the ICN knows it owns and what the ICN thinks it owns. 
It was the consensus of the Task Force that a catalog of each piece of ICN equipment 
would not be feasible or needed for their purposes. Instead, the Task Force asked ICN staff 
to prepare a basic, one-page accounting of ICN equipment which would determine the 
following under each equipment category. Yale Kramer will assist in this assignment. 

v Original Cost? 
v Depreciation Cost? 
v Who owns the equipment (additional investors) 

- Note what ICN knows the State owns 
- Note what ICN thinks the State owns 
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Overview of Senate File 2089 
Campbell summarized Senate File 2089, the 1994 legislation which created the ITTC and 
gave hospitals, physician clinics, and the federal government access to the ICN. 

Historical Review of the Industry 
Campbell noted that the Historical Review was compiled from articles and information 
provided by Yale Kramer's staff. 

States' Telecommunications Activities 
Tori Squires reported on the research conducted by staff on other state activities. Squires 
noted that the report was not complete, as numerous states had yet to comply with 
requests for information. Squires explained that staff will continue to gather more 
information and have a new review ready for the next meeting. Axel asked that the 
resource team provide assistance to staff in this task. 

Review of Federal Telecommunications Policy Trends . 
Teresa Wahlert provided an update on federal telecommunications legislative 
developments. Under proposed federal telecommunications legislation, private networks 
like the ICN may have the obligation to provide universal service. Wahlert explained that 
this could have an impact on potentiai network buyers, and that the owners of the 
network would need to understand this obligation . 

. Wahlert led the Task Force· in a discussion about the. subsidization associMed with the 
provision of universal service. Wahlert stated that there is no consensus within the 
telecommunications industry on how universal service will look in the new competition 
driven market system. 

Wahlert noted further that state-owned network expansion could place an eventual 
network private owner into a complex regulatory situation. Wahlert noted that resale and 
interconnection are major questions for the network regardless of who owns it. Wahlert 
stated that the eventual owner will be impacted by the universal service obligation when 
it attempts to expand or interconnect - which many carriers already want to do. It was 
pointed out that proposed federal laws and regulations could mandate that future ICN 
owners allow others to connect to network lines. These owners would be required to 
assume the additional costs associated with this new regulatory environment. 

In response to Task Force questions, Wahlert noted that the local telephone industry is 
united in their approach and added that the main area of conflict is between the long 
distance carriers and local exchange carriers. Wahlert explained that long distance carriers 
want access to any technically feasible point, allowing them to be in a better position to 
compete. Wahlert noted that local carriers believe this access already exists and that long 
distance companies are attempting to get an advantage over local carriers in new long 
distance applications. 
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• Is there anyone else that has fiber in our state? 
There are many providers of fiber. The map included in the Task Force packets shows 
both private and ICN fiber. Additional fiber exists that is not on the map. 

• Does all the fiber have the same capacity? 
Capacity depends on the electronics on both ends of the fiber. Fiber is a carrier, 
whereas the electronics dictate usage and capacity. 

• Does INS have a presence in each county? 
Capacity of INS may be the same or have potential to be the same, but the 
development was different. There is redundant fiber (fiber is laid in same areas). In 
some of those cases, the redundant routes include cooperative efforts. 

• What is coming in the future? 
Free and open competition. Now the industry is regulated and controlled, so part of the 
challenge is to get into a position to provide the best service at the lowest price. 
Independent companies in Iowa have a limited geographic region in whkh to work. 
They have to position themselves to serve as many customers in that limited region, and 
then find other services they can provide to those same customers. 

• What is affordable? 
Local rates in rural Iowa average $8-12/month. Cost Separation Studies show excessive 
cost weighting on.the toll side to keep local..rates down. Urban subsidizes rural and 
business subsidizes residential. This cross-subsidization is intentional to keep phone 
services affordable for residential customers. 

• Was INS created to provide toll service choice to Iowans? 
Yes. 

• In terms of where it goes, who it serves, and what it does, is INS different from other 
services? 
Major fiber routes are like interstates. Overbuilding will likely occur in areas of heavier 
use. Small pieces will not be duplicated. When the ICN started, it was unique and 
private services may not have been available. As consumer demand rises, consumer 
usage increases, and advancing electronics allow additional use at lower costs. Utility 
companies are high fixed cost companies. If the ICN is part of that process and use goes 
up, ICN cost will go down. If the ICN remains isolated, its costs will end up higher than 
others in the private sector. 

• Are there opportunities for the private sector that have been or can be created as a 
result of the development of the ICN (based on the law now in the telecommunications 
industry)? 
Depending on how you define education, there are a number of potential private 
sector benefits. Because of regulations governing segments of the telecommunications 
industry and the demand for low-cost services, the benefits to the telecommunications 
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• What are the positive and negative impacts of each option on Iowa businesses and 
citizens? 
Public need and public good need to be balanced . A sale with no assurances would 
affect the mission of the network -- to promote the public good. Sale with assurances 
gives a bit more comfort. Sale of excess capacity would be a positive solution, and is a 
potential revenue source. Public utility options are okay, as long as they would be 
treated like other public utilities. In any context, the best solution is to meet the public 
need without unfairly competing with private sector. 

Given the premise we want to maintain equal educational access to Iowans, only sale 
without assurances would have an impact on children's educational access. In rural 
areas, if a home or business wants Internet access, they must rely on a strong local 
telephone service. There is potential for a new long distance provider coming to that 
community through the ICN and taking business away from local company. Some of 
the options might also deliver upgrades to something other than classrooms. Schools 
should have flexibility to adapt to change. 

• How can we be assured that these options will work? What about the issues of 
technological upgrading and maintenance? 
One of the agreements in the Legislature is that quality education will be ensured, at 
a negotiated rate. There may be outside industry forces that would bring new 
technology to the table without having to meet these assurances. 

• If there were assurances built in so that the II last miie II guy doesn 't have to compete 
with subsidized entity, would that work? 
That still creates an unlevel playing field. If there's a demand and someone to pay for 
it, it will be built. 

• Is there a way to sell excess capacity without creating an unlevel playing field? 
No, and some would say there isn't excess capacity. 

• How do you take the status quo and build it into a publidprivate entity? 
The issues will be ongoing due to new technology. Some of Part Ill has partially 
addressed this issue. 

• Is there another configuration that will address the issue or is there something new we 
need to consider? 
The private sector provides new technology in creative ways when demand is high. The 
private sector will eventually be able to deliver services at much lower costs. It is 
possible that the private industry may not want to purchase the network if it must 
make assurances as outlined in the Task Force premise. To level the playing field, the 
ICN should be sold to the highest bidder. There is already a lot of other competition 
out there, and some providers may want to purchase the network and not use it -- just 
to keep competitors from getting an advantage. 
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----------
necessarily preclude any public/private option. Sease stated that her initial impression is 
that the right-of-way issues are one of the biggest legal issue that needs to be reviewed. 
Sease noted she will be meeting with Ellen Gordon to discuss the FEMA agreements. 
Campbell noted that Phil Smith of the Iowa Office for State/Federal Relations is compiling 
a list of all current grants and pending opportunities. 

Sease also noted that the Task Force needs to keep in mind that the ICN Hub and a 
significant amount of the switching equipment is located in a federal building, creating a 
complex situation. Vohs suggested that the Task Force think about whether or not it 
would want to sell the Hub equipment, and added that the state may be able to lease the 
equipment. 

Sease stated that she will try to have initial responses in writing by the next meeting. After 
she presents the initial finding, she will ask the Task Force if they want a more detailed 
answer. The Task Force agreed to this timeline. 

Adjournment 
Slater thanked the resource team and panelists for their assistance and presentations. Axel 
asked that if anyone has information they would like to disseminate to the Task Force, they 
should funnel it through Tom Slater or Amy Campbell at SPPG. 

The Task Force adjourned at 3:40 p.m. 

13 



461 Task Force 
August 10 - 11, 1995 • Hotel Fort Des Moines • Des Moines, Iowa 

Thursday, August 10 

Task Force Members Present: 
Joan Axel , Chair 
Bob Halford 
Yale Kramer 
MG Warren Lawson 
Todd Linden 
Jim Meyer (for Ron Pearson) 
Ben Norman 
David Roederer 
George Strawn 
Allan Thoms 
Emmett Vaughan 
Larry Toll for (Teresa Wahlert) 

Resource Panel: 
Paul Bowers 
Kent Jerome 
Linda Kading 
Mary Nelson 
Dick Opie 
Jackie Pullen 
Colonel Roger Schultz 
Jim Sutton 
Tommy Thompson 
Dick Vohs 

State Public Policy Group Staff: 
Amy Campbell 
Arlinda McKeen 
Tom Slater 
Tori Squires 

Task Force Members Absent: 
Ron Pearson 
Ed Stanek 
Teresa Wahlert 

The 461 Task Force met on Thursday, August 10, 1995, beginning with an informal 
meal. Chair Joan Axel called the meeting to order at 6:30 p.m. Task Force member 
George Strawn was introduced. Axel thanked Task Force members for their attendance 
and participation and expressed appreciation to all members, and particularly Yale 
Kramer, for volunteering their talents and contributions to the Task Force. She revisited 
the complexity of the work before the group and suggested that completion of the 
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federal deregulation on these options?" Second, Strawn suggested including "What are 
positive and negative effects of this option on the Internet in Iowa?" under the 
Business/Citizen or Option Potential categories. 

The Internet can provide some two-way interactive video and audio services in addition 
to traditional voice and data uses. Strawn described examples of these applications. 
The best vehicle for use of these two-way services is a wide bandwith fiber optic 
system. 

A question was raised whether all of these positive uses could happen via the Internet 
regardless of who owns the network -- state or private. Currently, different models and 
methods are being tried, and there is no single answer. The Internet is one of the most 
important uses of the ICN regardless of who owns it. Any options of ownership and 
operation should consider the impact on the Internet. 

Internet is multi -layered service of 5 or 6 layers. ICN lines provide lowest layer. A POP 
now gets Internet service from universities and regional networks. ICN is in process of 
becoming an Internet provider itself and is one of several providers of Internet 
transmissions. The universities initially selected the ICN over INS because of the way 
the Internet backbone and educational network developed. The universities and 
National Science Foundation drove the development of the early Internet services. 
When Netlowa was formed, it expanded the use of the Internet beyond universities. 

The impact on pricing for education under various matrix options is a consideration. It 
was suggested that the issue of the Internet is important enough to consider, but there 
may be no particular reason that the ICN would be a better or unique provider. Cost, 
however, may make the issue valid for Task Force considerations. 

Changes to Matrix 

The consensus of the Task Force was to add the Internet impact to the list of 
considerations. Slater asked Strawn, Vaughan, Halford, and Norman to develop the 
statement(s) on the Internet impact to add as a consideration on the matrix. 

Slater thanked Strawn for his comments and expertise. 

Regulatory Environment 

Strawn was asked to comment on whether any of the Task Force's activities will be 
affected by changes at the federal goverment level. Strawn feels that the ICN will be 
impacted by both pending state and federal changes and deregulation. One impact 
may be that there might be more potential buyers for the ICN. This topic will not be 
3dded as a consideration , but will remain a background issue. 
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expenses, which will affect the value of the network. The Task Force must list the 
factors that might affect value -- either higher or lower -- for each option. Because of 
the uncertainty and great risk, the ICN will be very difficult to value. Each potential 
buyer will have to carefully weigh the factors for each individual situation. 

It was suggested that there be a section of the report developed or a consistent effort 
to include these factors as part of each option. The Task Force cannot place a value, 
but can outline the complexities of valuation under each option. This information, 
combined with the other information gathered, will enable the Task Force to identify 
and evaluate the valuation issues related to the ICN. 

Slater reviewed the mission of the Task Force to obtain and analyze information for the 
ITTC and policy makers to assist them in making well-informed decisions. Slater 
commented that it is important to identify the questions and the answers while leaving 
the "political" issues out of the group's process. 

The Task Force previously determined that the final report will include some comments 
on the difficulty or ease of implementing each option. 

Staff will develop examples of formats for the final report for consideration by the Task 
Force. Axel, Slater, and Campbell outlined the time frame to complete information 
gathering, analysis by the Tc!sk Force, and submi~sion of the final report. 

Slater thanked the Task Force and resource panel for their patience and contributions. 
The Task Force adjourned at 9: 10 p.m. 
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observation noted the relationship between development of the Internet and the 
valuation discussion on Thursday evening. 

Slater reiterated that materials will be available to Task Force members, resource panel 
members, and observers, and every effort will be made to get that information to all 
interested parties. Slater welcomed the addition of the resource panel members from 
the Association of Municipal Utilities, community colleges, and private colleges. In 
addition, there have been continued efforts to formalize McLeod participation on the 
panel. Slater introduced Representative Bob Brunkhorst, chair of the House 
Technology Committee, who was present as an observer. 

Matrix Issues and Considerations 

Slater described the process of reviewing the issues and considerations outlined in the 
matrix. The Task Force will address each consideration and option listed on tt°)e matrix. 
Those comments and findings will be recorded on the matrix by staff. The Task Force 
will look at barriers, opportunities, and other information and resources needed. 
Campbell reviewed the completed portion of the matrix to guide the :rask Force in its 
discussions. 

To further frame the matrix work, Slater reviewed the HF 461 directive and the premise 
of the Task Force. The definitions of the terms "affordable" and "well-maintained" were 
reviewed. Slater affirmed that the matrix work will be based on the directive and 
premise previously adopted. 

The Task Force began working through issues and considerations for each option. 

INS Tour 

The group toured the Iowa Network Services (INS) facilities during the noon break. 

Following lunch, the Task Force continued discussion on the issues and 
considerations , which were entered on the revised matrix by staff. 

Issues & Considerations, continued 

Slater reconvened the Task Force following the lunch break with an outline of the 
afternoon's focus on the bonding and legal issues. Slater informed the Task Force that 
staff will add Task Force and presenter comments to the matrix and deliver it to 
members early next week for their additional comments and additions. 

Bob Helmick presented information about the tax-exempt bond issues and 
considerations. Helmick noted that while the bond issues create problems and 
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461 Task Force 
September 7 - 8, 1995 • Hotel Savery • Des Moines, Iowa 

Thursday, September 7------------------------_.;;_ 

Task Force Members Present: 
Joan Axel , Chair 
Dick Vohs (for Bob Halford) 
Yale Kramer 
Colonel Roger Schultz (for MG Warren Lawson) 
Todd Linden 
Jim Meyer 
Ben Norman 
David Roederer 
Ed Stanek 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Resource Panel: 
. Paul Bowers 
Gary Feddern 
Kent Jerome 
Richard Johnson 
Tracy Kasson 
Dick Opie 
Chris Sease 
Tommy Thompson 

State Public Policy Group Staff: 
Amy Campbell 
Ben Grimley 
Arlinda McKeen 
Joe Shannahan 
Tom Slater 
Tori Squires 
Shannon Tyler 

Task Force Members Absent: 
Bob Halford 
MG Warren Lawson 
Ron Pearson 
George Strawn 

The 461 Task Force met on Thursday, September 7, 1995 at the Hotel Savery in Des 
Moines. Chair Joan Axel called the meeting to order at 6: 15 with a welcome to all those 
attending. 



FEMA Policy Response 
Arlinda McKeen presented a summary of the preliminary conversations with federal 
FEMA officials. While FEMA's General Counsel has not yet completed the policy paper, 
they indicate that the issues revolve around whether priority access to the network 
would be guaranteed. In general , if there is a change from the current situation and 
guaranteed priority access for emergency operations is not established, then FEMA 
would request repayment of the federal investment. If there are changes that do 
guarantee priority access, then carefully worded agreements likely can be reached. 
FEMA has indicated that there is precedent for private involvement in this area. FEMA 
will be providing a written report from the General Counsel's office in Washington. This 
information will be incorporated into the matrix when it is received . 

Scheduling Process 
Amy Campbell introduced resource panel member Paul Bowers from Buena Vista 
University to explain the scheduling process for the educational sites. As new sites and 
Part Ill sites are added, this process will continue to evolve. A primary concern is to 

. keep the process as regional and local as possible. Tommy Thompson stated that it is 
anticipated that the Area Education Agencies will become involved in the network's 
educational scheduling. 

Slater. intrqduced re~ource panel member Gary F.eddern representing the community 
colleges and stated that a representative of the League of Municipalities will be present 
at tomorrow's session. 

Outside Resource/Research Activities 
Slater called the Task Force's attention to Item H-1 in the materials packet which 
outlines those outside resources who have been engaged to assist in providing the 
needed information for the Task Force's consideration. 

Final Report Format 
The Final Report Format was reviewed (Item I in the materials packet) . Amy Campbell 
outlined the proposed format and explained the rationale for including each component. 
Task Force discussion included the need to include the broad range of information in 
the report . It was suggested that an Executive Summary be included. It was also 
suggested that the report state that it is not a consensus document. ITTC Chair Opie 
commented that the ITTC wants all of the information gathered to be presented in an 
organized manner to the Commission. Axel requested that the report be formatted as 
presented with the inclusion of an Executive Summary. 
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461 Task Force 
September 7 - 8, 1995 • Hotel Savery • Des Moines, Iowa 

Friday, September g _______________________ _ 

Task Force Members Present: 
Joan Axel , Chair 
Dick Vohs (for Bob Halford) 
Yale Kramer 
Colonel Roger Schultz (for MG Warren Lawson) 
Todd Linden 
Jim Meyer 
Ben Norman 
David Roederer 
Ed Stanek 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Resource Panel: 
Paul Bowers 
Gary Feddern 
Bob Helmick 
Kent Jerome 
Tracy Kasson 
Linda Kading 
Mary Nelson 
Dick Opie 
Chris Sease 
Tommy Thompson 

State Public Policy Group Staff: 
Amy Campbell 
Ben Grimley 
Arlinda McKeen 
Joe Shannahan 
Tom Slater 
Shannon Tyler 

Task Force Members Absent: 
Bob Halford 
MG Warren Lawson 
Ron Pearson 
George Strawn 

The 461 Task Force began its Friday, September 8, 1995 meeting at 7:55 a.m. Axel 
brought the meeting to order and Slater reviewed the issues needing resolution by the 
end of the day. Axel outlined the morning schedule of presentations. 



flexibility for use of anticipated block grant funds to handle and use information in an 
integrated way. The federal government looks at the uses and appl ications. not who is 
the provider or owner. 

Matrix Issues 
Slater facilitated a discussion of the impacts on each of the ten Options of the issues 
and considerations included in the matrix, beginning with Issue #19. 

ICN Carrier Payments 
In response to the request from Thursday night to clarify the ICN carrier payments 
handout, Vohs explained the different types of voice/data flow between the ICN and 
local exchange carriers (LEC) by guiding the Task Force through a chart and 
explanation. Vohs indicate_d that there is a negative impact on private industry; the ICN 
takes away business from the private network that might result in revenue for private 
industry if the ICN was not in place. 

Others commented that when private service is not available, the ICN adds revenue. 
_ Voice; data, and video are not provided in all locations by private industry. Private 
sector responds to the level of demand. The IUB study mandated in Senate File 2089 
should clarify how much of the use is or is not available through private industry. There 
is both loss to private industry from state traffic: there is also revenue generated for 
private ·industry due.to new.video t_ransmission from ?choqls. There is a need to know 
whether the state saved money by putting its voice traffic over the ICN. 

Axel requested that the information from last night and today be reconfigured and 
presented in an objective and factual manner. Tom from INS , Thompson, and SPPG 
staff will work on this. 

Matrix Categories 
Staff was asked to determine headlines/categories to help make the matrix more easily 
read. For the legal and financial issues, constraints, responses to constraints, and 
effects are suggested. For the other issues, considerations and effects are suggested. 
The Task Force accepted these categories and the matrix will be configured around 
them. 

Matrix Review Process 
Staff suggested that the matrix be reviewed by Task Force members by issue and not 
by option. In addition, there will be an integrated review of all issues and options. Task 
Force members volunteered and agreed to their assignments. 

Future Meeting Issues 
It was the consensus of the Task Force not to include out-of-state panelists at either of 
the remaining Task Force meetings because time was simply too short. 
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461 TASK FORCE 
September 28, 1995 • Ramada Inn Westmark • West Des Moines, Iowa 

Task Force Members in Present: 
Joan Axel, Chair 
Bob Halford 
Yale Kramer 
MG Warren Lawson 
Jim Meyer 
Ben Norman 
David Roederer 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Resource Panel: 
Gary Feddern 
Kent Jerome 
Dick Johnson 
Sandra Makeeff 
Mary Nelson 

. . Dick Opie . .. 

Chris Sease 
Roger Schultz 

State Public Policy Group Staff: 
Amy Campbell 
Bob Fleming 
Ben Grimely 
Joe Shannahan 
Tom Slater 

Task Force Members Absent: 
Todd Linden 
George Strawn 

The 461 Task Force began its Thursday, September 28, 1995 meeting at 6:35 p.m. 
Chair Joan Axel welcomed the Task Force members and outlined the meeting format. 

The Task Force discussed and agreed to make Option 10 the public utility option. 

Report Format 
Kramer and Vaughan presented the members with a diagram, "Draft Investment of 
Fiber Optic Network.· The members discussed the need for providing a listing of 
factors that one needs to consider when attempting to determine the financial worth 
of the Network. The group came to a consensus that determining the actual figures for 
the value of the Network is beyond the scope of the Task Force. The Task Force 
decided to include the draft Investment of Iowa Fiber Optic Networks in the report. 



461 Task Force 
September 28-29, 1995 • Westmark Ramada • Des Moines, Iowa 

Friday, September 29 ------------------------

Task Force Members Present: 
Joan Axel, Chair 
Bob Halford 
MG Warren Lawson 
Todd Linden 
Jim Meyer 
Ben Norman 
David Roederer 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Resource Panel: 
Gary Feddern 
Bob Helmick 
Kent Jerome 
Richard Johnson 
Tracy Kasson 
Mary Nelson 
Dick Opie 
Colonel Roger Schultz 
Chris Sease 
Tommy Thompson 
Dick Vohs 

State Public Policy Group Staff: 
Amy Campbell 
Ben Grimley 
Joe Shannahan 
Tom Slater 
Shannon Tyler 

Task Force Members Absent: 
Yale Kramer 
Ron Pearson 
Ed Stanek 
George Strawn 

The 461 Task Force began its Friday, September 29, 1995 meeting at 7:45 a.m. Axel 
brought the meeting to order and suggested the next meeting be held October 10, 
1995 at 9:00 a.m. and cancel the meeting for October 11, 1995. 

Emmett Vaughan proposed that Task Force members calculate the amount of time 
they, as volunteers, have spent on Task Force activities. The Task force agreed, and 
asked that the total number of hous be placed in the letter of transmittal to the ITTC. 

1 



461 Task Force 
October 10, 1995 • Hotel Savery • Des Moines, Iowa 

Task Force Members Present: 
Joan Axel, Chair 
Bob Halford 
Yale Kramer 
MG Warren Lawson 
Todd Linden 
Jim Meyer 
Ben Norman 
David Roederer 
Ed Stanek 
Allan Thoms 
Emmett Vaughan 
Teresa Wahlert 

Resource Panel­
Paul Bowers 
Gary F eddern 

· · Kent Jerome 
Richard Johnson 
Tracy Kasson 
Linda Kading 

State Public Policy Group Staff: 
Amy Campbell 
Ben Grimley 
Arlinda McKeen 
Joe Shannahan 
Tom Slater 

Task Force Members Absent· 
George Strawn 

Bob Lutz 
Sandra Makeeff 
Richard Opie 
Colonel Roger Schultz 
Tommy Thompson 
Dick Vohs 

The final meeting of the 461 Task Force convened at 9:15 a.m. on October 10, 1995 at 
the Hotel Savery in Des Moines. Chair Joan Axel welcomed the Task Force members 
and outlined the tasks of the day. 

Discussion of Issue 23 and Changes to the Matrix 
Tom Slater introduced discussion of the issues to consider for the morning - risk 
issues and review of changes to the matrix. Arny Campbell highlighted the additions to 
Issue 23 dealing with risk and asked Task Force members to review and approve the 
language to include in the matrix. The language of Issue 23 itself will be reworded for 
clarification and the Task Force discussed each of the risk items. 



Comments From the ITTC Chair 
Dick Opie, chair of the ITTC, thanked the Task Force members for their efforts. He 
expressed special appreciation to Joan Axel for her willingness and leadership to step 
in during a difficult time to lead the Task Force. Opie commended Task Force members 
for their professionalism and honesty in expressing and addressing their diverse views. 
Appreciation was extended to Tom Slater and State Public Policy Group staff for 
facilitating the process. He concluded by outlining the schedule for the ITTC to receive 
the Report and develop its recommendations. 

Review of Draft Summary Comments 
The Task Force reviewed the draft of the summary comments developed by Stanek and 
staff as a closure statement reflecting the morning's discussion. The Task Force 
suggested that this be used as introductory comments rather than closing remarks, and 
should be titled "Preface." Stanek and staff will edit the comments in light of their 
placement in the Report. 

Review of Report and Attachments, continued 
Campbell shared with the Task Force a large matrix worksheet that will be included in 
the report as a visual means of working through and comparing matrix issues. 

Task Force members continued to work through the Report draft to suggest edits and 
changes to enhance clarity, _consistency, and flow. 

. . . . . . 

Task Force Member Individual Responses to Questions 
Task Force members addressed the issue of answering questions posed to them as 
individuals concerning the work and Report of the 461 Task Force. Those present 
agreed that this will be a consensus report, and while individual opinions may differ, the 
Report can be supported by each individual as a valid product of the Task Force. 
Members felt it is their responsibility to uphold the integrity of the group and the 
process. 

Review of Suggested Changes to the Matrix 
Task Force members were asked to review changes to the matrix that were suggested 
by Task Force members during their independent reviews and submit any comments to 
staff by 4:00 p.m. on Wednesday. 

Review of the Preface as Revised 
Stanek submitted edits to the Preface that reflect its placement at the beginning of the 
report. The Task Force reviewed the Preface as edited and suggested minor 
enhancements which will be incorporated into the final draft. 

Final Task Force Comments 
It was suggested that there be some effort to inform the general public about the Task 
Force work, process, and Report contents. 
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Coming soon to a school near you ... 
Completion of the fiber­
optic network will mark 
a milestone for low.1's public 
education system. 

T 
he long-aw•itcd dream of puuing 
the latest in telecommunications 

lcchnology wilhin reach of every 
Iowa puhlic school student is now 

one step closer to reality. 
With the recent legislative approval of a 

four-yc•r. $95 million plan 10 complclc Pan 
111 of lhe low• Communicalions Nciwork 
(ICN), every puhlic school dislricl and area 
education agency will at last have access 10 

I 
the network and its unique interactive video 
a.nd data transmission c.ipahilitics. 

The ICN cuncntly h:is 129 video "cla~<; ­
! moms .. at v:uious locations acr~s the stale. 
I They include two area education agcnck:S, 
! the :.rca community cullcl:!t:S. an<l some ~O 
1 K- 1 :!. school di~lrkl<i . 

Under the new lcgislalion. SI R.5 million 
has been appropriatt<.I lo bring the remain­
ing area educalion age'ncies and 92 K-12 
school districts "ontine" in the 1995-96 
School year. Most of those districts are in 
lhe Arca II (Mason Ci1y) and Arca VI 
(Marshalltown) regions . By 1998-99, all of 
the: remaining school districts and public 
libr:1ries should be connected. 

"Wc·re thrilled that lhc political bicker­
ing is over and thal Iowa's students will at 
lasl be able to benefit from this unique 
educational tool," !SEA President Bob 
Gilch,isl explained. "'The polential is virtu­
ally unlimited." 

He added lhal ahhough lherc arc still a 

numher of is.~ues yet to be resolved, the 
completion of the network marks a signifi ­

cant milestone . 

I 
l'olitical hot potato 

The fiber-optic network, which hegan as 
only a dream in 1989. has mt:t with conlro­
ver<y every stcpol lhc way. Orginally billed 
as a tool to bring unprecedented educa ­
tional opportunities to Iowa students . it 
soon hecame a political hot potato. 

First. there were the cost overrun., that 

when the classrooms become activated. or 

"'hot," is up to the individual dislricts to 
• decide, but il's unlikely lhat many will he 

ready before January of 1996. 

What it means 
Once the connection is completed, dis­

tricts will have acces.~ 10 full -motion interac­
tive video as well as the capability to build 
local computer networks to allow them to tap 
in10 the vast resources availahle through the 
Internet and other online services. 

In facl, lht ICN is planning to become an 
Internet provider.as early as this August so 

that districts can connect directly 10 lhe 
" Informat ion Superhighway" instead of 

· goi ng through the current providers. 
f Districts scheduled 10 be hooked up to the 
t ICN during the next year can get the lnlcrnel 
l connec tion as early as six monlhs hcforc:­
! they cxpct.·1 !heir ICN classrooms h.1 he l 
t· "hot."' Other districts may also lap lnto the 
t lntcm<":I .1nd ri1her onlinc services thmu1!h 
U the ICN. ah hough their means of connci.:• 1; 

------~-----'------------------ lion will be s ligh1ly different. 

foro:d the Stale lo pump millions of addilional 
dollars inlocrcating lhc network's backbone. 

Next, there was the contentious debate 
over whether cheaper and less functional 
copper wire sho uld be: used in place of the 
original fiber-oplic technology to connect 
the remaining schools. 

AmJ finally, there were the endless battles 
with the powerful 1elcphone comp,mies over 
who should own and control the network and 
how much siles would be charged to use it. 

In lhc end, following a massive lobbying 
cffon by ISEA and the school adminislralors 
and school hoard iroups, lawmakers ap­
proved a plan calling for stale-of-the-an DS-
3 fihcr and maintained the state subsidy on 

the hourly charge. 
It currently costs ahout S40 an hour to run 

an interactive video session. hut schools and 
other educational institutions will continue to 

he charged only S5 per hour . 
While the legislative ilction p.il<i an enc.I to lhc 

hickeringbctwcen the Governor and legislative 
leader< over when and if the: ICN should ' he: 
::umpletc:d, a majiwOOulc is lik~ly tocomc:ovcr 
whether the su,te should ron11nue lo own the 
network or whether it should be sold. 

What happellS next? 

While lhecxisting backbone of the ICN is 
owned by the slalc of Iowa, the majority of 
the Part Ill connections will be leased from 
various providers. such as phone, c.1bk, and 
utility companies. 

The stale: funding pays the costs of actu­
ally laying the r.hcr lo the schools and main­
taining theconncction..lndividual school dis­
lricts are responsible for 
either building a new 
··classroom'" or convert­

ing an cxisling room and 

for purchasing lhc ncc­

essa ry cameras and 
equipment IO'lpe.ratcthe 

system-at :1 cost of 
S39,000 to S4 7,000 per silc. 

Local dislrict officials in the first round 

of sites arc now in the process of signing 

contracts so 1hat lhe fiber can hcgin to he 

laid a~ early as chis July. 
The next s1cp is for !he districL, 10 com­

plete 1heir FOTS rooms (fiber Optic Termi­

nal System). which house the equipment, 
and to "huild-out" their classrooms. Just 

Network support a11d assista,ice 
Although 1he overall management o f the 

ICN is the responsibility of the three-member 
Iowa Telecommunications and Technology 
Commission, its day-to-day operations arc 
handled jointly by slaff members al lhc ICN 
and Iowa Public Television (IPTV). 

The ICN employees handle lechnical 
concerns associated with the actual net­
work connections, while the IPTV staff 
helps districts design their interactive class­
rooms and " trouhleshoots" prohlems with 
the cquipment. 

Educa1ional policy decisions fall under 
the purview of the 18 -membcr Educational 
Telecommunications Council. led hy Dr. 
Pamela Adams Johnson, tPlV's dircch,r of 
cduca1ional lelecommunications. The ISEA 
has two ETC reprc.-.entatives: Al Bode of 
Char l~sCity and Susan Olesen of Greenfield. 

Bode and Olesen rcp,rt that chief among 
1he ETC·s plans for nc:tl year arc 10 ~uppml 
the 15 RcgionalTclccommunicationsCuun­
ci ls (RTQ as lhcy work to Oring the ICN lo 

ccJucato~ and s1udcn1s. The ISEA h;is on(! 
representative o n each RTC. ♦ 
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News Opinion State Issues 
Perseverance pays off in A time for reflection ♦ Searching Calling all !SEA leaders to Storm Educators brace for journey 
Legislature ♦ Community coneges for common ground Lake ♦ First-Oass members into cyberspace 
get funding boost 



· · . · · ISSUES 
---- --- --- ------ ----- -----

1 \ Educators brace for journey into cyberspace 
Train ing is th e key 10 making 
the ICN a powe rful te achin g 
an d learning too l. 

I 
n the nc:-ar_ly t~·o yc:irs since 1hc Iow a 
Comrnun1c:111on,;; Nc1 .... 1•rk (IC '.'.' ) ha-. 

hccn up and runn ing, more 1ha n 
150.1100 c las,;; room hour,;; ha \'c N:c n 

logged-and that ·s with only a handful o f 

K-12 school dislric ts able 10 lake ad\'antagc 
o f the opri1r1uni1 y. 

Much l,f 1hc a11cn1ion su for h:,c; focu ,;;cd 
on the more traditional di .;ta nce learn ing 

appl1ca1ion,;; o f the network- prov iding ,;;tu­

dc n1s wuh access kJ courses th;i 1 arcn ·1 aqiJ. 
ahlc in theu own districts . But thal ha,;; only 
hcen a frac11on of lhe_ actu:11 nctv.ork ll'-C. 

Acc0rding 10 Pamela Adam,; John,on. 

. d1rec1nr of r-t1uca1nrnal Tclc:cnmmun1cat1(m,; 
at l1 iv.·a Puhl 1c Tckvision ( lfYT\') . snmc:- nf 
1he mn.-.1 e,c11tng prog.ram mmg h:t, ~ en 
uc.c.·J fpr <..h, •r1 .1crm . c;;~ctal rl.1c;;,;r,-..1m pt n;t:(l"i 

or 10 rm), ,t..k oppon uni tics iur tt·:tchc:, 10 

:-hJ1c inh1rma1 1~m and 1dc.1 c;; 

l
j " \ \'hen ~nu 1h1nk atxiul what ·._g1>0d aC'- ,u t 

d1c;;cu, c:r~ lea rning and appl ~ 11 10 the IC~. 
?ht·n ~ou can begin lU sec 11!. lri.ll'., :t luc as n 
1c:1(h1n~ 1;·d. ·· ,;he c"<plJinc:J 

Cla.u ronm i1111ol ·atio11 s 

Here·( 2 ririef look at JU\! a fe\4· oi ih..: 
innlwa1,,-: i~ammgexp;ncncc .. ,;alrrad~ ~adc 
rc'" "- •Pk (\ '1 t~c ICN · 

•Fourth- f1f1h-. and ~o:th- padcr~ from 
Grinne ll ar,J \1 :ushalhown r<:a mc "ne v. s 
dog..,_-· mec1ing "1th news rc1 ,;ona\111cc;;. 
'>4 r1t1ng and producing theu o"" n ncv. c;; pro• 

grams. and {!c:s1gnmg and fa c;; h1on mg ne ..., s­
room SCI'- They 1hcn "ai,e<l .. 1heu news 
hroadcas1,; 10 other c;; ites via the ICN 

• I\ soc ial studies cla s,;; in 0011 got a 11·. ing 
h1 s10ry le ,;,;ryn over the ICt,.' v. hen m 11vc 
American qucJcntson the rescr. a11on 1n Tama 
prepared a cu rri culum 1ha1 m,:bdcd a ; rdeo 
uf 1he sc nk :nc:n1 anti theu h11mcc;;. r. 1r;bal 
s1ory. a lanf_uagl! lesson on Cl1l\irc;, and pr e-

I 
sc:n1a1ion of !rad1.1io~al Sac anJ r-ox clothing. 

• A cor:•!':l untca11ons lcchr.nlncv clas.,;; al 
! Alkl-0~5-": ..,_ \ 1mhurn hl'ld J ,;;r~~IUfj! en -

\

' gmc~rmg. C'"' rn pct111on w11hstul.k n1c;; a1 \1arle 
Va lley H1~h Schonl Usinghal,;a \A,uod :-natc-

1 ria l, and ,;J-,.: ~m ~ <..'\ er 1he ICN . lt:Jmc;; at eac h 
' -l()(al11•r: ,:; ,· 3t-,i,r :1kd 111 c.k (1g n anJ cor., iruct 

haH t•f :t :.,.. ,'. f:: T he ,;;ect1nn,; \"( .. c un11eJ hy 
; ma1hr.g 1-.~-· hl the <.c hnolc; 

1 Intern et access a.-ailable 

\\ h1k --='-t tlf the foru c;; 11 1he,;e ea rl y 
~car,;; h:ic; -c:c:n on 1hc: l\\ tl· \Ao <· voh:e 3m.l 
,1dcn 1r.1~ ~~ :'-,;;111n . man~ r:eJ1c1 thJt the 
real rt:,,< ~: :nn ,n tcac h, nf: and lt:J::i,ng 
t1pr,1nu ~·'. ('ij ..,,, di l.'omc \, 1t:: 1he Jd\1.·nt of 
l nll'IOt:I :::. :-.-,;c; fnr e\ery \fu,!,:r.t 

Pl:i"\ i·:- imdn,,. :i~ 11, m :~ ·: 1h~ IC '-.: ;1 

\\hn h:'-.t:: :-· ·,·-1 \kr nl lht· l···cnt•' . :i!", 

kn1"·" n :,\ ... -: · tn f11 rma1 111n S:... ~· h1 ~r -.., 1~ :· 

\Aoh 1..:h •~ ,.q,r ld's l~rgi·,1,: 1rr.pu::." r.ct ­

\' 1' rk 
•\ ! iJ :? S;--a:1;,;h tt·:i.•·:.· 3! c- .H!n 

Cit :, r.:. -·::-~cr ,•f i!ic IC ' , FJ.1~.,· •11.tl 
T~kr c r-- _- :: J1• ,1n,; Cm:-~··. !iJ, :--~·en a 
r :,..,:i t·:.• · - - · ·•·f.' r. ~ :ht.: \ \ 1•;· _: · ,1 h ie .• : ;i,;;c;;. 
rt,• rr. ,,:! ·-= 11::.:rnc: 

Tt- •,; ·=;:· :~,: nar.i rlc . :-- , .:lac;,;;!', :.n c: 

A tcnclu:r cond11ns an ir11anctwc i•idco u .,;sion 01 ·er tli e ICN simply hy usini the fouc h sc ran 10 
sclen pro;:rnms and run the cameras. 

hcl:n ah lc Ill cxpc ricnct' Guada laj ara, 
Mexico. si mpl y hy a c llc\: of the compu ter 
mou . ..,c . BoJe rCf)J rlS 1ha t lht'y not on ly 
rc ~earc hcd the natmnal ekc11ons \as1 win­
ier hu1 1hey ,~ t'rc: :tboable t1Jaccess ''scrumr,­
tuius" au1hcntic Mex ican rt:\.·1 pcs . 

Ii..: says that nex t yea r he plans 1ointcgr.-1te 
1he Internet in10 his SpJn1sh classroom on a 
regu lar ba sis . Using the I -EARN (lntema-
11unal Educa tion and Resource Network) as 
the link. his :-. lutknt-. will h:n c act:css 10 more 

1han 400educat1on-oricnted s11 c:s in 23 coun­
tr ies. Plus teachers and s1udenls will be able 
10 collaho ra1e· on cOmmon projecL~ us ing 
c.:mai l am.l video conferenc ing. 

S taff de1•e/opmc11t opportunities 

If you feel a bi t overwhelmed by all of 
this . you' re not alone . Educational use o f 
lhc ICN is expected 10 mushroom within 
1hc nexJ four years as eac h dist rict and area 

cduca1ion agency comes onlinc . Yc1 mo,1 
te achc.: ts don'1 knov. the firs! tl11ng about 
making 1he hcst use of th is ama zing tech­
no logy . 

'",\II this is wonder ful m:igic ,'' cxplam :-. 
I fYT"V ·s Johnson. "hut w1thl1u1 a<lcqua1c ~1al f 
developmen l and suprxin 11 will go no­
v. he re ." 

Accordi ng 10 Johnson. the ICN is de­
signed 10 meet local needs ra1her than d1c-
1a11ng a St" I program anU '-<.: hl'dult: . 

"There 1s no cook1e-cu11er approac h 10 
integra ting technology into the class room," 
she says'. It' s lip 1oeduca1ors· 10 decide.wha t 
works bes t for them , she added. 

Thanks to legislation passed during the 

last legislative ses..~ion, each of 1hc state's 15 
Regional Telccommumca tmns C..o um:ils will 
be allocated S80,CXX) for a va riety of ac11vi• 
lies, including s1aff development within 1he 

rrgion. Each RTC is currentl y developi ng a 
plan for how it can besl use the funding. 

" Etl uc:11 ors du have a voice th rough the 
RTC."" Juhn-.on noced, "hut teache rs also 
need to <.ks1gn 1he u own plans." 

Herc arc some quc s1 1ons thal Johnson 
suggesls will ge t you started : 

• What 1alc n1.., and skills docs o ur staff 
excel in'! 

• \\' ho do we w ish \\ c: c.:oulU n..:t work 
wi lh by computer or 11\..: 1nte r.1c ti un 10 
improve o ur school"! 

• What experts would enhance the learn ­
ing exp.:riencc for our s tudents of all ages ·! 

• What programs arc we awatc of in • 
o ther sL:hool d, c;;t ric ts I hat w..: wi sh we ..:uuld 
share? 

• What federa l o r state requirements !hat 
are cau,;1 ng a pinc h o n !he budget L:ould he 
handled with a sharing arrangement? 

Once I hose qucs1ions arc answe red, I he n 
you can hcgin hl develop a plan fo r using 
1he ICN and the Internet mos t cffcclive ly. ♦ 

YOUR ISEA REPRESENTATIVES 
Tne slate's 15.Reg,onal lelecommunic.1 -

t1ons Councils are desuJned 10 orov1de support. 
assistance. and coordmation of services lo edu · 
ca lors usmg !he ICN Each R 1 C 1s made up or 
nine ,..,embers reoresentm9 a c·oad cross sec· 
II0n ol the sta1 1? ·s reading educatinn groups lhe 
ISEA·appomted represen!a ll'leS are 

Reg ion 1. 
Re91on 2 
ReQ1on 3 

1 Reoion 4 

Ae91on 5 
Re91on 6· 
Re91on 7: 
Re9ion 9 
Re91on 10 
Re91on 11 
Region 12 
Ae91on 13 
Region 1-4 
Re91on 15 
Region 16 

Joe l o!lari. OubuQl.e 
Scan Kiesel. Be lmond-Klemme 
Bob Gordon. Eslh!!Mlle 
Aan.ie Kari.. lnwoo<I 
R09e, Sne ll , Fon Dod9e 
Or . John Cooke. Marshalltown 
Pamela Schmidt. Janesville . 
Kathryn O'Shau9hnessy, Davenport 
Carotyn Stucker. Marion 
Sheldon Davids. Kno<V111e 
Dan Hunte,. Seroeant Blutt 
Aon Fo11:. Counc,I Bluffs 
Jerry Ni ssen. Creston 
Mari Jane Sullivan. Rose Hill 
Cons lance Besco. Keokuk 

What the heck does that mean? 
Just when you were feeling at ease with 

computer terms like " mouse" and ''hard 
drive, .. along comes the ICN and a whole 

new ve rnacular. TI1c follo wing is a brief 
primer to he lp you on your way to 
cyhcrspacc ! 

56K Linc: A dtgi1a\ phone line connec­
tion capable o f carrying 56,000 bits of 

information per seurnd (bps). This is four 
limes as fa st as a 14,400 bps modem, but it 
is significant ly slower than the DS-3 fiber 
ttchnot,,gy o f 1he ICN. 

Cyberspace: Term originated by au­
thor Wi lliam Gibson in his novel "Necro­
mancer." TI1e word 1s curren tl y used to 
describe the whole range of information 
resources available th rough computer net ­
works. 

OS-3: F1hcr-optic technology that trans­

mit<; hroa<lcast quali1 y v1Jeo, vo ice. and 
da la. t\l c;;o enables hi£h-s r--;ed. multiple ­
user access 10 1he In ternet. 

Downloa d : To transfer information o r 

files from a remote computct or on line ser­
vice toJourpc:rsonal computer. Theopposi1c 
of upload. 

Email: Electronic mai l messages, usu ­
all y tcxl, sent from one person to ano1her 
via a computer network . 

Fiber-optics: The technology of guid ­

ing and projec ting light through thin fila­
menlij o f glass or plasric, for use as a com­
munications medium . 

Internet: It is the world's largest com­
puter nc1work that evolved from a federal 
research program by lhe Defense Dep.arl ­
ment. Cold War-inspired scicnt1s1s de ve l­
oped the technology to gC"I data from point 
A 10 rx:,int 8---even in the middle o f a 
1hermonuclear war. Today, the Internet h.\s 
become :J large comm unity of people all 
over the worlctwho use comru1crs 10 inter­
ac 1 with one another and 10 get information 
on a wide range of 10p1cs including govern­
ment, academic resea tch, and corporations . 

LAN (Local Arca Net~-ork) : A small 

ne1work that connects computers and print-

ers wi1hin a single c lass room, building, 
or school d ist ric t which enables users to 
share data and infor mation . 

Modem : Sho n for ''ml1dulato r/Jc ­
modu lator."1 t 1s tht.: equipmen t used 10 

link a compu1er to a 1elcphonc line . 
On line : Being ac11 vely connec ted to 

a network or cumpu1er sy,stcm: usually 
hcing able to interac tivel y e xchange daia, 
t.:ommands, and informat ion. 

Upload: To 1ransfcr mfo rma11un fro m 
a pe rsona l com puter inlo a com pulcr 
network so that o lhcrs can use it. 

W ide Arca Network (WAN): A 
nc1work tha1 conn ect s co111pu1crs 
spread o ut ove r a lar ge geog raph ic 
area such as an .trca educa tio n age ncy, 
which all ows use rs to share informa ­
tion and da : , . 

ing the most p:.,pular Internet service . ♦ 

World Wide Web (WWW): An 
Internet !\ervice that le ts user.,; retrieve 

hypcn.cx1 and gr~ phK:S from various si1cc; . j 
Often called. ""the Wcb,"" 11 "rapiJly becom-

'---------
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>b, 908 N. Broadway St, Mount Pleasant, uses a closed circuit television system to enlarge print materials for reading. E 
disease that reduces the vision In the center of the eye but leaves the peripheral vision Intact 

;ually impaired go high tech 
,ten 

PLEASANT - Visual impair­
t't stop Kenneth Ebb of Mount 
·om staying abreast of current 

1der of Newsweek and Consumer 
ational G€ographic and Guide­
so reads the books of his choos-

1se vision has been reduced by 
,generation, needs a little help 
d Iowa's Department for the 
les it. · 
rtment conducted an open house 
leasant Monday to answer ques­
,xplain services like its Talking 
am. 
ooks provide Ebb with the latest 
m record or cassette tape. 
,es one of the department's read­
s. It enlarges the print on maga­
ok pages so he can continue to 
e wishes. 
minister raised in Swedesburg, 

.... L -- .._ __ • • _ 1 _ ..1 - · · .._ __ _ : • • - 1 • • --.l 

■For more information about the services 
or equipment provided by the Iowa Depart­
ment for the Blind, call 1-800-362-2587. 

''What they do for the blind here (in Iowa) 
is a lot more," he said. 

The department's services have allowed 
Ebb to remain active, a primary goal of the 
organization. 

Sandy Tigges, a vocational rehabilitation 
counselor, said the department is primarily 
a vocational rehabilitation agency. 

"Our main goal is to get people the train­
ing they need to be employed," she said. 

But the department also offers a wide 
range of services designed to enhance the 
quality of life for Iowa residents who are 
blind or visually impaired, or have another 
physical impairment that makes tasks like 
reading difficult. 

Besides the Talking Books program and 
the reading machine, the department can 
_ _ ,., • ..;,.) .... ""' 1 ........................ ,., ............ . . .... .... ....... . .: ... i.. ...... . .... ~ ... ...... ... ..... 

tive devices and large print books. 
The agency also can convert college 

books or any other printed material 
recording or Braille. All services are 
vided at no fee . 

The agency receives 80 percent of its 
ing from the federal government and 2 ( 
cent from the state. 

Displays of equipment and other se 
information were provided at Wednes 
open house at the United Methodist Ch• 

Tigges said the department not only 
vides equipment, but also the tra 
needed to help people become self suffi 
and independent. 

Julie Scurr, a member of Mount F 
ant's Visual Impairment Support G 
coordi'lated the open house. 

Invitations were sent to local social ' 
ers and other professionals who need 
informed about what services are ava 
for their clients, Scurr said. 

Following the open house, Mount Pie. 
hosted a regional meeting of Visual Irr 
ment Support Groups. Scurr sa id abo· 
..... ........ .... 1 .... r.... .......... .. .... .... ,.,.. .,,...\... ..... ,... ~ ..... . ,t-l-.o-.:,ct 
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Entrepreneurship program an 'up-and-comer' 

ness Administration, Engineer­
ing and Health Sciences - an . 
arrangement unique to the U of 
I. 

lows it to reach nearly 100 sites 
across the state. IOWA CITY -' Even · though 

it's still in its infancy, thie Uni­
versity of Iowa entrepreneur­
ship program is "an up-and-com­
er,'' according to Success 
magazine. 

The ranking appears in the 
September issue of the maga­
zine, which targets a business ,. 
executive audience. 

The article, "The Best Busi­
ness Schools for Entrepre­
neurs," put the U of I program, 
which started in 1979, on its list 
of "schools to watch." 

The program is jointly admin­
istered by the Colleges of Busi-

The magazine also notes . the 
program's use of the Iowa Com­
munications Network, which al-

"We are extremely pleased 
that our entrepreneurship pro­
gram is being recognized," said 
Gary Fethke, dean of the busi­
ness school. 

'( . ' I 
/ i i 

I 
i 
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'.:811288-3336 to subscribe today! 

1ere's more 
otecting your 
business 
tn · ust this. 

e your 
ty person-
1d they 
t the ele­
ls that 
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We're good at what we do. So goqd, in 
bet, we've earned The Hartford's esteemed 
designation as ·a VIP Agency - one of less 

· than 200 independent insurance agencies 
in all of North Ameria to do so. Why not 
give us a call today? After all, there's only 
one W'Z'f to ensure total protection for your 
business. 

Insure It with us. 
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At least one physician believes not 

enough is being done to ensure the 

state's fiber-optic network is used 

correctly by medical professionals. 

Who will regulate 
telemedicine? 
By Jackie 1Cl111 

Concern is being expressed by several slate 
task forces over who will oversee the slate's 
fiber-0pticcommunications network when it's 
used for telemcdicine 
. Telemedicinc is the use or telephone or 
television hookups to allow medical special­
ists to tre.il patients in other facilities or com• 
munities. 

Recently, concern about telemedicine has 
been centered on who will be paid for services 

_rendered over the network. Insurance com­
panies are just now beginning to set standards 

. for payments where telemedicine is a factor. 
Yet Dr. Dale Andringa, co-founder or the 

Iowa Physicians Clinic. said although reim­
bursement is a concern, standards should 
also be set on what type of medicine will be 
practiced on the system. 

The whole area of 
information exchange 
for physicians is far 
behind that of other 
industries. 

Dr. Dale Andringa 
Iowa Physici~n~_ Clinic 

Currently, there is no governing board es­
tablishing those standards.• Instead. the em­
phasis has been placed on other priorities, 
such as getting doctors to locate in rural areas. 

'There has been sudt an emphasis on getting 
physicians out to the people,· Andringa said. i 
don't know if that is necessarily what is needed. 
Forinstmce,peoplein rural areas think nothing of 
driving 30 miles to a grocery store.· 

Andringa believes more emphasis should 
be placed on finding proper medical uses for 
the network. 

"'Ine whole area of information exchange 
for physicians is far behind that or other in• 
duslries. We aren't sure what can be usefully 
excha~ and what cannot." 

However, Andringa cautions against 
over-regulation. 

"In a lot or ways, I would prefer to see 
[telemedicine) market-driven rather than 
regulated." 

Despite this concern about the infancy or 
telemedicine, Andringa believes medical pro­
fessionals may use it lo build their practices. 
Some. like those who specialize in reading X· 
rays or doing diagnostic laboratory work, may 
find their practices growing as more and more 
rural physicians make use or the network. 

"'Inat's where the opportunity is. I think 
people have gotten used to the concept that 
doctors don't compete. 'That is wrong. It's be­
coming, ~ OOllll)ditive ai,d ,physician~ ~ . 
looking for new ways to build a practice." ■ 
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Is the state too far into the telecommunications business? There are 

some who believe it is and that it 's time to get out. 

ICN study launches 
competition debate 

By J ackie King 

Kt·nt Jcrumr ~d his jaw. 
111e srcre1ary anct 

lr<-a~urt'r for lhr Iowa 
Tdephone Ac;.soc i:ation is 
un)·ic1<1in£ in his belief th<' 
st.1 te shoulcl 1101 h<- in IIH' 
tt·k·communications bust­
nc-ss It should k- :1Ve the 
business to th<' private 
S('('"tor, he !-.1id . 

~wr·vr b<"C'n th:11 route 
l>cforr . H you look back. 
historically the sL1tc has 
been doins;:: some thinl{S 
1h.1t should h:1vc been in 
the private sector WOl -

1V. the old li<1uor commis­
sion. With tha1. thc state- Kem Jerome (foreground I and Tom Conry both believe the state 
was rvcn in fht· lr uckin~ should leave telecommunications to the private secto,. 
hu :,;inrsc: ~ 

Wlwlht·r 1hr sutr should di \·rst itc:<·lf u( u1~ fur 1hr ahilily lo lr:1c:<• t·ap;in ty in Meas 
1hr low.:. Corn111un1.,.·.i11011 .,; '.\r: .... od, i, llw 

,uhjrc-t fl( a c:. tudy thi c: c.umm, ... r hy th<' Iowa 
I 1·lt ·co111munK,1tion!- and T,·d1nol1,~· 

(onun is~1u11 Some in tht.· uH.!ustry ku lhc 
study -.... di I),· h1ascd b<-cauc;.r ~hf' commie;,. 
sion w ill t--c• c; tudyin~ its vc-r~ n·;i'-on for 

<'xis1t·ncc 

A..,;, ii is. tbo S(.• wi1hi11 rm-.:i:(' 1:-i<lustr~· !-ay 
if thc ICN 1,1,·rrr to bri;?in uff<· nng its S<'r· 
vic<'s without 1\S currt-11 I rc·~trictions. 1l 

woulct have an unfair aclvanca~c 
-n,en: are no tax~ cuik-cir!.i on it and 

th<' rcvc11111 ·s that th(• c:1:H(' cv!\,-c1s arr. not 
taxi\hlt-: Ji-r,1111<' ,:m1 -.\r ·i lh• ·y hJ ,(' ;m 
unfa ir ad\•Jnl;ige in pricinR !.ha1 the· priva1r 
SC'Clor c.:.n not off ·r.-

1\ut ICN d1id Ofl(' r.1111~ of:1n.· r Tornm~ 

ll1ompson says the cu m1111ss1on is tr ym~ 10 
1irotcc t those- who arr alrrady in tlH' 
trlccomm1 1nicat1ons industry 

~we arc J;?Oing to Wdy a 1,1, hole sk-w of 

options: Thompson SJ.Jd. '1l1at would 
include a sale, or possibly com·erting it 10 a 
public utility. We will study keeping it the ...,.a)' 
it is but perhaps ailowing Lhe ICi' to prowle 
sen-ices when there are no capabilities for 
that scrvkc within the cxistin~ compan)CS_ -

Thompson said the ~ arc sc-veral areas 
in which the ICN might be able ID sell ser­
vices without compct..ing with the private 
arena. O~ would b( providing full-motion 

video scrvkes. 
"'Right now. there is no ooc who can pro­

vide fu ll-motion video scrvices but us. · 
Thompson said . "John Deere wo uld like lo 
use il The Rcahors Association would like 
to be able 10 use it to m.1.k.e presentations 

-... her\· tlwy clon" t h:av.,.· ribrr " 
Tum Con ry of ti lt' Parmcrs Mutual Co• 

If!) I dq,honc- Co. in \loul ton and prcsid<'nt 
o( thr Rural Iowa lrulrpf11dcnt Tdrphont· 
:\s,ucia11on. said 1,o,•ith all th <' diSt·11 s~1<1n 
0\'1•r co:-t-sl:tshi11g_ 1ir·s cont·t: rned ICN offi­
cial:- ~1r fo rg f' tting th<' prim,1,ry Jlur,>osi· of 

the nt•twork. whid1 is to educate . 
Jerome said he's concerned about th<· 

rconom1c <kvrlupmcnt aspects of tlw ICN. 
I le f1tc·s a numbe r of communitirs U1.1t 
•hrn·1 have accc-ss IO th<· network and an·n"t 
-...("hc1lu!c<I r<·e·<•ivr 1t. 

·1;,,..., du th1.·, t.1kc ,1tha11t:i1,;c of tht· ccv-­
·1111mk dc-vt• lo11m<·n1 aspt.•cts of thC" n<'lwork? 
Do th,• rr sidc111s of communitics without 
tlw 1c:--: bN"Oll\t' S\"tCJlul< la S!-i t' llilt'll '-?-

Jno m(• ;md Conr y havr s11..:J!rs1cd th<' 

state kt'C'p the· 111: twork but sell lh<' tr:111s­
mission fa cili ties. Under thei r proposal, tlu.­
statc would 01x-ratc it s distanc('-learninR' ini­
tiativr- through <'quipmrnt leased from pri­
vate companies. 

But that would call for somt-one to buy at 
least a portion of lhe network 's asse ts, some­
thing both the telephone company rcprescn­
t.atives and ·n1ompson say may not happcn. 

Thompson says one difficulty is in plac­
ing a \·aluc on the network. AJthough the 
state has spent about $90 million on the por­
tion or tl1e nc~·ork already constructed, it 
may not be worth that much to a private 
buyer because many of its facilities are 
located in public buildings 

Jerome and Conry say much of the net­
work is incompatible wi th equipme nt 
owned by te l<'11hon(' compa nies. They also 

statewide: 5-'Y much or t.he network duplica tes already 
Thompson said the ne~·ork mi~ht aJ 5,0 r-x isti ng networks 

be able to hrlp 1.ho~ who arc already pro- ••'Thcrr's mi\1•s. o( filx-r-0ptic fil><' r ou t 
vi<ling telecommunica tions. the-re .- Jerome• c;aid. '111rrt: arc mil<-s we 

~MC I was in hNe eari i<- r lh1s we-ck ask• tlon 't .,.-vcn know aho111: ■ 

r ·•"-'"' ... •r·-~c:--

i <D I BAUME & MERCIER 
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LAWMAKERS DEADLOCKED 

'A pivotal 
year' for 
fiber-Optic 
.network 
. The state has already spent . ,,, 
\ $180 million on the system; . ·~ 
: and another link-up stage 
could cost at least another 
$100 million. 

By DAVID YEPSEN 
Rrolsm\ STAFF WRITER 

It's made of little glass strands no 
thicker than a human hair, woven 
into a cable about the size of your lit­
tle finger. It's called fiber-optic 
cable, and the ·state's network of it is 
causing Iowa policy-makers a fistful 
of problems. 

The 1996 session of the Iowa Leg­
islature is deadlocked over what to 
do about the controversial Iowa 
Communications Network. 

"This is the pivotal year for the 
network," said Harold "Tommy" 
Thompson, the network's director. 
0 This will be the-year we set the di-
rection." · 

Last week, ~e unveiled a plan he 
hopes can_i:nuster:enough support to 
complete a scaled-down version, but 
legislative leaders said they were not 
certain they had the votes to do that. 
Senate Appropriations Committee 
Chairman Larry Murphy, D-Oelwein, 
said: "Candidly, I don't think any­
body knows.what to do." 

. \ 

C-orui~ to ~ites . , .. ,. .. . 
The problem is this: The state has >· 

built· a ·2~~ackbone•~ net~ ·:· · 
work in~· every ,Igwa county at a 
cost of $100 .million, plus another 
$80 million j,n interest. The network 
is intended to .connect students and 
teachers at different sites or help ru-
ral Iowans eJtjoy sophisticated medi-
cal technology . 

'The issue in front of lawmakers is 
how to connect the fiber wires from 
the end points in each county to the 
schools, hospitals, libraries, govern­
ment offices and National Guard ar­
mories that do not have access to it. 

'The state has received two sets of 
bids to do that work:0 The lower bid 
was about $100 million; the higher 
was about $139 million. 

'The low bid is wrapped in a big po­
litical problem, called "the McLeod 
factor," said Sen. Bob Dvorsky, D­
Coralville; who heads the Senate's 
telecommunications committee. 
About three-fourths of the bid is con­
trolled by Cedar Rapids telecommu­
nications entrepreneur Clark 
McLeod, and, Dvorsky said, "All the 
small phone companies are terrified 
of Clark McLeod and are concerned 
he's going to get into their territory 
and take away some of their busi­
ness. Anything he gets into is sus­
pect.'' 

Other things have vexed the net­
work, too. 

Gov. Terry Branstad included only 
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MAKE MONEY, HE S~YS 

Fiber-optic net's chief 
offers plan to finish it 

By DAVID YEPSEN 
REGISTER STAFF WRITER 

Harold "Tommy" Thompson, di­
rector of the Iowa Communications 
Network, said Wednesday that he 
expects the state's controversial fi­
ber-optic system to be making money 
in about six years if it is completed. 

And. the former National Guard 
gerieral said, it may be possible lo 
complete the system for less money 
upfront if the state is willing to 
borrow some of that money. 

Thompson is trying to find ways 
to complete the network for the least . 
amount of money. Bids as high as 
$139 million have been offered to 
finish the network. Thompson is 
shopping around a plan to do it for 
about $7 4 million. 

He said last week that he needed 
$10 million this year, $25 million in 
e:ich of the next two years and 
$14 million in the year after that, for 
a total of $74 million. Gov. Terry 
Branstad has proposed $10 million a 
year in his budgets, for a total of 
$40 million. 

Thompson, in a mPeting with Des 
~loines Register reporters and edi­
tors, said Branstad's financial man­
agers are balking at the costs and 
said it is possible to borrow part of 
the money. While that adds interest 
costs, it also lowers the initial costs. 
Some policy-makers want to do that 
so they can lower st.ii e truces. 

Once the network is buill, the fees 
paid by universities, schools, com­
munity colleges and federal agencies 
will offset costs. He said he will es­
tablish a fund to maintain the net­
work as it wears out. He believes 
that money will enable him to pay 

Harold "Tommy" Thompson 
Asking.for $74 million 

t 

off loans taken to compl('te the net­
work and pay the salaries of the 
workers required to run it. 

'Tm not sure where the governor 
is on a financing option," Thompson 
said. Some legislators are critical of 
Branstad for not coming forward 
with his own plan to finish the net­
work. Branstad has said he wants to 
fashion a plan with the legislators. 

Some legislators also want to re­
duce the cost of the network by re­
moving local libraries from it, but 
Thompson said it makes more sense 
to connect them while the cables are 
bein~ laid. 

Critics of the network have called 
it a financial black hole and said it 

lacks a plan. Thompson denied that 
Wednesday and said his plan to com­
plete the system is picking up sup­
port from legislative leaders. He said 
state Auditor Richard Johnson, one 
of the critics of the network"s man­
agement, has reviewed the plan and 
given it a tentative OK. 

Thompson said he is running into 
opposition from local telephone com­
panies, who fear that one of the low 
bidders ~ Cedar Rapids telecommu­
nications entrepreneur Clark 
McLeod - will use his portion of the 
network to undercut their business. 

Thompson also said the low 
bidders must promise to give the net­
work to the state at the end of the 
construction period. That would 
ease the fears of local telephone com­
panies. 

Thompson said the low bidders 
should work with local telephone 
carriers. The low bidders call for 
completing the network over a four­
year period. Thompson said some 
small telephone companies in the 
state have offered to hook up 
schools to the network for nominal 
kes. Thompson said he wants the 
low bidder to take advantage of 
those offers. 

Thompson said legislative leaders 
have told him that the attorney gen­
eral has said it is OK for Thompson 
to begin contract negotiations with 
low bidders. Higher bidders have 
threatened lawsuits if he does that, 
but Thompson said he believes the 
law allows him to issue an intent to 
award the contract to the low 
bidders, then begin work on ham­
mering out the final contract . That 
contract must be approved by the 
Legislature. 
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Connecting to Sites 
The problem is this: The state has 

built a 2,600-mile "backbone" net­
work into every Iowa county at a 
cost of $ 100 million, plus another 
$80 million in interest. The network 
is intended to connect students and 
teachers at different sites or help ni­
ral Iowans eajoy sophisticated medi­
cal technology. 

The issue in front of lawmakers is 
how to connect the fiber wires from 
the end points in each county to the 
schools, hospitals, libraries, govern­
ment offices and National Guard ar­
mories that do not have access to it. 

The state has received two sets of 
bids to do that work. The lower bid 
was about $100 million; the higher 
was about $139 million. 

The low bid is wrapped in a big po­
litical problem, called "the McLeod 
factor," said Sen. Bob Dvorsky, D­
Coralville, who heads the Senate's 
telecommunications committee. 
About three-fourths of the bid is con­
trolled by Cedar Rapids telecommu­
nications entrepreneur Clark 
McLeod, and, Dvorsky said, "All the 
small phone companies are terrified 
of Clark McLeod and are concerned 
he's going to get into their territory 
arid take away some of their busi­
ness . Anything he gets into is sus, · 
pcct." 

Other things have vexed the net­
work, too. 

Gov. Terry Branstad included only 

LAWMAKERS DEADLOC_~ED 

'A pivotal 
year' for 
fiber-optic 
.networli 
; The state has already spent 

$180 million on the system. 
i and another link-up stage 
could cost at least another 
$100 million. 

By DAVID YEPSEN 
Rr.OISTER STAFF WRITFR 

It's made of little glass strands no 
thicker than a human hair. woven 
into a cable about the size of your lit­
tle finger . It's called fiber-optic 
cable, and the state's network of it is 
causing)owa policy-makers a fistful 
of problems. 

The 1995 session of the Iowa Leg­
islature is deadlocked over what to 
do about the controversial Iowa 
Communications Network. 

"This is the pivotal year for the 
network," said Harold "Tommy·· 
Thompson, the network's director. 
"This will be the year we set th~ di· 
rection." 

Last week, he unveiled a plan he 
hopes can muster enough support to 
complete a scaled-down version, but 
legislative leaders said they were not 
certain they had the votes to do that. 
Senate Appropriations Committee 
Chairman Larry Murphy, D-Oelwein. 
said: "Candidly, I don't think any­
body knows what to do." 
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Jl1_ Supe~highway toll 
/4 too high for state 

I 
t could cost North Carolina it's an extravagant luxury. 

. . taxpayers Sl billion to cruise · At this point, the first people on 

. tbe first nine years on Gov. the rudimentary network are play. 

. Jim Hunt's proposed infonn~- ing around and having an interest• 
tion superhighway. ing time. Maybe they will figure . 

Let's turn off at the next rest out how to do wonderful lhing-s . 
stop. get out the map and give this That's noc clear. 
some thought. 

The "highway'' would consist of \Vhat is clear is that Somhen;i 
fancy computer sites at schools. Bell GIE aod Carolina Ielcphone/ 
hospitals and government agen- Sprint would get a big batch of cus• 

· cics, connected by fiber optic lines tomer:; for rbeir fiber optics sy5-
owncd by the phone ..:ompanics. ·~ 
The ta..'<payers would shell out for · What is clear is that the phone 
the equipment. the space and the . companies. equipment rnanufac -
phone bills. which wouid be astro- turcrs and consultants would get a 
nomical. nice experiment that couid help 

Just a year ago, tvlr. Hunt'$ tOQ th~m perfect {he system and $ell it 
policy adviser, J;inc Patterson, s2ig elsewhere. 
the whole shebJng might co~t ~~7 What is clear is that Tar Heel 
million, The Public S~hoo! Forum. ta.'<paycrs would foot the bills . 
a business•liok.ed cducatjon-re-
fonn outfit. put the figure at S l bjJ . The governor and his fellow 
lion to $1.5 billion . gadget (reaks go into ecstasies 

ft looks as if the forum was about how North Carolina is ahead 
· h o{ e\-erybody else in the world on ng,t. 

Even ii the state installed all the the iniormation superhighway . 
fancy computers and earner.ls at a That sounds nice_ t3ut explorers 
school, the school would have to often get lost or tumble off cliffs. 
pay the phone bill. Ms. Patterson If we were a rich stat<.: whose 
has said the typical bill would run schools, health programs. parks 
about $4.000 a month - or $40,000 and other public services were al-
per school per year. ready first-rate. we might b<: smart 

There's no doubt it's terrific to play L~wis and Clark in the fi. 
technology - or at least it looks ber-optics-computcr wild..:rness. 
terrific to those of us who can But it doesn't take Bil! Gates to 
barely loi; or.to ,our PCs without deduce that we aren't that kind of 
blacking out the \<Jhote East Coast state. We ought to let somebody 
power grid. else go first. 

The question is wh!!thcr we re­
Lally need it, or whethc, right now 

P. 2 
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'THEY JusTWANTTO DESTROY IT' 

Branstad defends network, Baur 
The legislators who are 
critical of the fiber-optic 
project's leader are being 
fickle, the governor says. 

By JONATHAN ROOS 
Rr.GISTf.R Sr AFT WRm:R 

. Critics of the state fiber-optic com­
munications network are trying to 
wreck the project, Gov. Terry Bran­
stad charged Monday. 

"I think there are some people that 
are trying to kill the network. They 
just want to destroy it," Branstad 
said. 

Last week, the Legislature omitted 
a $3.4 million appropriation for the 
network from a bill providing state 
agencies with additional money for 
operations during the rest of the cur­
rent budget year. 

The governor said the action was 
"indefensible and shortsighted." He 

said that without the appropriation, 
the Iowa Communications Network 
won't be able to pay its bills. 

Key legislators have said that ~b­
ert Baur, chairman of the network's 
governing board, probably won't be 
confirmed by the Senate, and a grow­
ing number of House members ap­
pear to favor selling the system. 

Perfonnance Defended 
Branstad defended Baur's perfor­

mance. "It's time to quit playing poli­
tics and start doing what's needed 
for the future of the state," the gov­
ernor told reporters at his weekly 
news conference. 

"I have a vision of building a state­
wide fiber-optics network that will 
serve every school district in the 
state of Iowa. I want to see that com­
pleted. I'm committed to working . 
with the Legislature to getting that 
accomplished," he said. 

Some legislators have complained 
that Baur, a Winterset farmer, 
doesn't seem to understand the corn-

plexities of the network. Branstad 
said he stands firmly behind Baur. 
He said lawmakers are being fickle, 
because they had opposed placing 
telecommunications experts on the 
network's governing board. 

Seri. Robert Dvorsky, a Coralville 
Democrat who heads the Senate 
committee that overs~ the net­
work, rejected the governor's criti­
cisms. Dvorsky said he believes in 
the network's educational mission 
and wants it to be completed, but 
there are problems that must be re­
solved. 

Dvorsky, who has proposed turn­
ing the network into a quasi-public 
utility after it is finished, said Baur 
has lost credibility with legislators. 
Dvorsky complained that the net­
work board "seems to operate in a 
vacuum" in making decisions. 

Stiff Opposition 
House Majority Leader Brent Sie­

grist, R-Council Bluffs, acknowl­
edged that there is stiff opposition to 

the network among lawmakers from 
both parties. 

"I don't know that they're trying 
to destroy it, but it doesn't bother 
them to slow it down and stop it," 
Siegrist said. 

He said there is sentiment in the 
House to sell the network "if it's do­
able and if the connections to schools 
are there." 

Lawmakers say they plan to ap­
propriate money to ensure that the 
network's bond payments are met, 
after they've had time to evaluate 
the network's finances. 

The state-owned network back­
bone has been built to every county. 
The board and lawmakers now are 
grappling with the complexities and 
cost of enlisting private firms to 
build the final connections to schools 
and libraries. 

The contract to complete the final 
phase must be approved by the Leg­
islature. Branstad said the state 
should tap gambling revenues to 
help pay for the project. 

I 
( 



Corbett: Sell fiber network 
Lawmakers have agreed to 
use gambling profits to 
complete the system. 

By DAVID YEPSEN 
ll£Gl~1'tk STA ff WKJTtk 

Iowa House Speaker Ron Corbett 
sai~ Tuesday that he has changed 
his mind and now believes the state's 
controversial fiber-optic network 
should be sold or turned over to pri-

vate control. 
But first, the Cedar Rapids Repub­

lican said, the state should complete 
the process ofhooking the network 
up to every high . school so it has 
something to sell. · 

"It just seems the state is not an 
expert in the telecommunications 
system and we ought to look at get-

. ing rid of it," he said. "We have to 
talk about this issue ad nauseam. 
We're spending millions of dollars 
operating this network that should 
be spent on computers and software 

and schools. We don't have the ex­
pertise and we're never going to 
have the expertise. 

"This network has the unique abil­
ity to give every legislator heart­
burn," he said. 

Finishing the Network 
Corbett's comments came after 

key lawmakers agreed privately to a 
plan that would use better-than­
anticipated gambling profits to com­
plete a scaled-back version of the 
network . The state has spent 

$180 million to build a backbone net 
work into every county and now i~ 
looking at a plan to put leased fiber 
into every school to connect with the 
state-owned backbone. · 

"Originally we thought the private 
sector wasn't going to lay cable in ru­
ral areas. But they are laying fiber 
everywhere," he said. "It wasn't like 
rural electrification, where if the 
government didn't do it, the private 
utilities wouldn't. There is so much 

Fl BER Please turn to Page 9A 
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DECEPTIVELY MILD DEBATE 

H9use: Open network 
t0lhcaJ:goyefillilents 
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counties from the network when fed: 
eral.~encies, hospitals and colleges 
canuseit> . 

· · Lawmakers ~~t to:~~plore 
. the possibilities of ~lling 

the fiber-optic ·system or 
making it a public utility. 

By JONATHAN ROOS 
R£Gll>iEll STAFF WRITER 

· Critics of expanding the· network 
· to include local governments said do- - ' 
ing so would take business away· · 
from telephone companies, which 
also are turning to the use of optical 
fiber. 

"I don't feel that a state-subsi- _ 
The Iowa House voted Wednesday dized business should . .. be compet­

to allow city and county govern- ing with the private sector," said 
ments to link up to the state's fiber- Rep. Jim Meyer, R-Odebolt. 
optic communications network. Representatives also provided a 

Lawmakers also approved a bill taste of debates to come over wheth­
that would launch studies on the er it's time for the state to sell or 
possibilities of selling the network or lease the network. 
turning it into a public utility. _ .. . . 

The actions were taken with de- I think we should sell the ICN, be-
ceptively little debate. Legislators ~.~se. no one _seems to unders~d 
are in a quandary about· how to pro- it, said Rep. Jun Drees, D-Manrun&· 

· ceed with completion of the Iowa Rep. ~at M~h!', D-~bu~ue, ~ 
Communications Network, which ~~- I d~n t think_selling i~ at this 
originally was designed with educa- pomt is a viable option. I think we 
tional uses in mind. need to make th~ syste~ w~rk so 

Toe network's backbone has been that I~wans see its benefits, Mur­
extended to all 99 counties but Ii- phy said. 

' braries and most schools still haven't · A growing number of House mem-
been hooked up. The system's cost bers, including Speaker Ron Corbett, 
and complexity have become major appear to favor selling the network. 
headaches. Corbett, R-Cedar Rapids, says the 

The House took a stand on one is- network should be turned over to 
sue when it approved, 71-23, a bill private control after the state has 
permitting cities and counties to con- completed the process of hooking up 
nect to the network at their expense. all Iowa high schools. 

"They can do it if they want to. A bill directing the network's gov-
They don't have to do it if they don't erning board to undertake studies 
want to," said Rep. Richard Myers, this year on the sale of the network 
D-lowaCity. . . or its conversion into a public utility 

Use of the network would be espe- was approved without dissent. 
cially valuable to law enforcement The bills go to the Senate, where 
agencies trying to responctto disas- the network's status also is up in the 
ters, Myers said. · . -.' air. 

The bill also would help boost rev- Key lawmakers who have studied 
enues for the network, which is ways to complete the network's final 
struggling to meet expenses; he said. construction phase are pushing a fl­

Supporters of the proposal said it nancing plan that would tap gam­
- wasn't fair to exclude cities and - bling profits. 



"LAWMAKERS OPPOSED 

By DAVID YEPSEN 
Rf..GISTER STAff WRITER 

•• , • • • 1 ' •·· ' · • i 
·.Gov.Terry Branstad went to bat 

· for the state's beleaguered fiber- ; 
ol)tic : eommtlrifc.ations : network 
Wednesday; b~ out education 
leaders to argue for ,completing the 
system and extending it to each Iowa 
school -- . , . . , .•.. 

e~' ~~mei·~frZse~t:t ,r1;~, · 
makers with a $95 million plan for 
completing it. ' - · · ·- · · · · 

But key lawmakers said that the 
latest plan from the board would not 
fly in the Legislature and that they 
would approve only a scaled-down 
plan to complete the network. Bran­
stad said he planned to work with 

1
. 

lawmakers to try to win votes for ap-
proval of the board plan. . . . 

The governor said he plans to visit 
with Senate Majority Leader Wally 1 

Hom to try to persuade him to : 
change his opposition to using gam- i 
bling revenues to complete the ·net- · 
work. Hom calls the network a 
"black hole" and says he wants to 
use that money for other programs 
or tax cuts. 

The network's governing board 
sent lawmakers a proposal to com­
plete the plan by 2006 at a cost of 
$96 million. Fiber-optic cables would 
be laid to 47 4 schools, area education 
agencies and libraries and leased to 
the state for use in the network. The 
state has spent $180 million to build 
its own backbone system into each 
county. , 

,State Rep. Bob Brunkhor::5t,, thel 
·Waverly Republican who headfthe 

. • :. ' •t t 
House conuru~ governing the net-

1 
work, said he expects House mem­
bers to reject the board plan today. · i 

Brunkhorst said House members 
want to connect only schools to the 

· network through a five-year plan. 1 

. Sites that are connected each year ,

1 
· would be put up for bid. 

· - Sen. Bob Dvorsky, the Coralville . 
Democrat who heads the Senate , 
oversight committee, said, "The cli­
mate isn't too good right now" for 
the network in the Senate. He said 
the board's plan is sound but will re- ·1 

quire "a lot of education" before sen-
a~rs will agree to it. . 

-, -



t ICN: How will it help Iowa's future? 

♦ 

Why would we 

make such a 
significant 
in\'estmem in 
ICN and then 
not eomplete 
the network'~ 

Iowa View/EDWARDA. RASTOVSKI 

Big picture: A tool for Iowa's children 
T he fiber-optics network was 

built for the children of Iowa 
and we've lost sight of this big 

picture in favor of small vignettes that 
are calculated to distract us. The main 
purpose of the Iowa C.ommunicatlons 
Network (JCN) is to give Iowa's chil­
dren - especially in small communi­
ties - fair and equitable access to 
learning. 

Today we have at least one ICN site 
in each Iowa county. Since the JCN 
began operation in 1993, it has logged 
more than 160,000 hours in education­
al sessions. It is such a popular learn• 
ing tool that whole classes travel dis­
tancesjust to use the network. 

Some of the children in our district 
travel more than an hour to school 
each way each day. Because we don't 
have ICN and since our students could 
greatly benefit from classes offered 
over the network, we would have no 
alternative but for them to travel even 
farther In a school day. We're not 
alone. About 80 percent of the state's 
children live In medium- to smaller­
sized communities and travel some dis­
tance for various learning opportuni­
ties. 

Subjects such as calculus and 
Hussian are generally only available in 
larger school districts. Now students 
can have access to courses like these, 
thanks to JCN. But our students can't, 

because they'd have to travel to Har­
lan or Council Bluffs, both about 25 
miles away. 

Why would we make such a signifi­
cant investment in ICN and then deny 
our children the opportunity for dis­
tance education by not completing the 
network and hooking up 500 schools, 
area education agencies and libraries? 

ICN is not a telephone -company. Of 
course it can carry telephone traffic, 
but its mission Is to provide access to a 
vast range of infonnation· and sources. 
One of the greatest uses schools hope 
to make of Iowa's fiber-optics network 
is to access the Internet. For very little 
money, we can tap into the Internet 
and its incredible array of data and 
learning opportunities. 

Kids in southwest Iowa have had a 
taste of travel on the Internet via the 
ICN. Their teacher took them on a 
"virtual" trip to Brazil to learn about 
the rain forest. Other children have 
talked to pen pals in England and Ja­
pan using the Internet. In the near fu• 
ture with small cameras attached to 
computers, the ICN will enable these 
children to see their friends in other · 
countries. 

There is the question of funding the 
ICN. The expectation expressed by 
some that the network will pay for it­
self, particularly with a limited num­
ber of sites, depends on how the state 

and our elected leaders view this asset, 
and how they charge for its use. 

ICN is an educational resource, as 
much as textbooks and school build· 
lngs. We do not expect textbooks to 
"pay their own way." As taxpayers, 
we invest in these resources so we can 

. ensure a well~ucated citizenry, a di­
rect benefit to us all. 

How do we assess the value in hav­
ing students at a rural school provided 
the opportunity to take a cl.ass normal­
ly offered only In larger districts? How 
do we place a dollar value on a work­
ing parent getting a college degree 
without having to travel many miles? 
How important is it to us that rural 
businesses offer quality, cost-effective 
training opportunities. 

Some elected officials have called 
for the sale of the network. Apart from 
the complexities of valuing the net• 
work for sale, it is important to consid­
er what'would happen to our children 
and their learning opportunities if ICN 
were sold. There Is a fairly clear exam­
ple that illustrates what Is likely to 
happen. A. similar network owned by a 
North Carolina consortium charges 
schools $91 an hour. Few rural schools 
in Iowa could afford such a tab. That's 
why ICN needs to be treated like a 
textbook - an investment in an edu­
cational resource. 

Certainly all of us in rural Iowa are 

prepared to carry our fair share of the 
cost. Those of us who have applied to 
be hooked up to ICN are prepared to 
spend $40,000 to furnish our own lCN 
classroom. Our community just passed 
a bond issue to pay for our classroom. 
More than 300 schools and communi­
ties are working hard to raise fun ds 
for ICN rooms, computers and compul­
er networks. 

Why wouldn't we pursue the many 
potential revenue streams for ICN that 
would enable the network to offset the 
hourly costs of distance learning? 

Iowa's fiber-optics network is , to 
quote a national publication , ' 'the 
envy of the states." We have again 
demonstrated our ingenuity and lead­
ership in technology. We invented the 
first digital computer and the original 
fax technology in Iowa, and now we 
have the first digital fiber-optics sys­
tem. But we let the computer and the 
fax get away from us. Are we pre­
pared to let that happen with our first­
in-the-world fiber-optics network? 

If we do not act now to complete the 
network, we risk losing sight of the big 
picture and getting trapped in the 
small vignette. I hope we don 't do that, 
for our children's sake. 

EDWARD A. RASTOVSKI i.s superi11 t1m · 
dent qf Tri-Center Sclwol.s in Neola. 
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Mark Engle 
didn't have any 
volunteers when 
he asked his 
high-school 
Russian Ill-IV 
students to pres­
ent their projects 
to the class. So 
he - called on 

. 1bonlasVoss. 
, like, In no English?" Voss 

glish," Engle ~d .. 
; stepped up to a computer 
iirit Lake classroom and 
1 presentation in Russian. 
'°5el\ to show Information­
lat travelers might encoun­
ssia ~ post office, hotel, 
exchange - and to label 
?ussian, using the Cyrillic 

His classmates watched 
ntation on large monitors, 
own the Russian tenns as 
edthem. 
liller was next, telling a 
the computer in his Mar­
l classroom by using pic-
1 Russian captions. 
1 I go through it in English 
lier asked. 
glish." 
ts watched the monitors 

notes as Miller told, in 
l story that seemed to the 
peaking-only to involve a 
rident and a donkey. 
,e Fuller was third. She 
,e to ask. No English. 
ry, on the Spirit Lake corn­
s about people going out to 
.pparently choosing Coca­
coffee. 
uller's presentation, Engle 
ce of paper on his horse­
ed desk and wrote some of 
s she had used. M over­
o camera, pointing straight 
,med In on the words, and 
ared larger than life on the 

Marshalltown students 
Ind took notes. And IO did 
Lake students. 
rshalltown students asked 
!ltions. And ao did his Spirit 
ents. 
:lass was over, his Mar-
1 students grabbed their 
.s and yelled their good­
\ so did his Spirit Lake stu-

you see, has a 200-mile­
;room. One of the pioneers 
:e learning, Engle teaches 
> students in Marshalltown 

j:Jt_,;, µ o ~ t---lt-S E_E.(j S~~ 
-Ape,! (Lo, 1C{95 

A 200-mile-wide classroom 
and Spirit Lake simultaneously over 
the Iowa Qxnmunicalions Network. 
The two das.,rooms are linlced by fi. 
ber-<iptic cables. 

Everything that goes on in the 
Marshalltown classroom, where the 
class originates, can be seen and 
heard by Spirit Lake students. And 
everything that goes on in the Spirit 
Lake classroom can be seen and 
heard by Engle and the Marshall­
town students.· ' · · · 

When class was over, his Marshalltown students 
grabbed their backpacks and yelled their podbyes. 
And so did his Spirit Lake students. 

When Voss and Fuller gave their 
presentations, it wa., just as If they 
were in the Marshalltown classroom. 

That's what made it worth the ex­
penditure of $180 million to lay the 
backbone of the network to at least 
one point in all 99 counties. And 
that's why educators, now that they 
have aeen the possibilities, are dam­
oring for the state to complete the 
network by connecting it to mon! 
than 400 additional sites. 

When Miller gave his presentation, The network, even though unfm­
Spirit Lake students didn't miss a ished, carries 70 to 80 events a day. 
thing. Multiply that by five or six to get 

Thetwodassesareasone. • some idea of how the fiber-optic 
"It's like they're all in one class- lines :,vill be h~ with distance 

room, with Marshalltown students learning once all Sites are connected. 
at the front and Spirit Lake students Spirit Lake's dozen or so Russian· 
at the back," Engle said. _ students are delighted that their 

That's euctly the way the educa- school was one of the flI'St to get an 
tors and lawmakers who established ICN classroom. Distance learning 
the Iowa Communkations Network has expanded their horizons, and 
envisioned it would be used. One even boosted their career prospects: 
Iowa school that had something spe- One Spirit Lake gradu~ landed a 
cia1 to offer would share -it with .an- job at a-Des Moines ho(el because of 

. other. enhancing educatioo through- her knowledge of Russian. 
out the~- Spirit Lake students like the novel-

ty of being OIMeCted to a faraway 
class. But on the other hand, they 
say it's not ao novel: 1be classroom 
experienoe is about the same as if the 
teacher were only a few feet away. 

Engle stands, in fact, before the 
Marshalltown· class at a desk 
equipped with all the tools o( dis­
tance learning. He controls, by 
touching a computer ac:reen, the 
three video cameras (front, back, 
overhead) In the Marshalltown class-- , 
room and the computer that stu• . 
dents used for presentations, a 
videocassette recorder and a laser­
disc player. 

-Much like a television director 
would, Engle switches the shots on 
the monitors from a Marshalltown 
computer presentation to the Spirit 
Lake classroom to a dose-up of a stu­
dent's homework back to a shot of 
the Marshalltown classroom. The 

· monitor·at the bade oC Engle's claS&­
room continuously shows Spirit . 
Lake ao Engle has a constant view of 

thoee students. 
Md he does see everything. 
wPut your chair down and tun 

around in your seat," he scolded on, 
bouncy- Spirit Lake student wh, 
leaned so far back in her chair sh, 
could have toppled over. 

Even when he says those seven lit 
tie words that make any high-schoc 
student cringe - "Take out a blanJ 
piece of paper" - Engle is in con 
trol 
. lt'sa pop quiz, and Peggy Voss, th 
facilitator who sits in on Engle's ~ 
aes, pops out of her seat in Spiri 
Lake. She stays quietly seated unles 
there is a situation - such as a tes 
~ that requires aduh supervision. 
' Engle called out 16 Russian vocab 
ulary words, and students in Mar 
shalltown and Spirit Lake wrot, 
them down. On his monitor, Engl• 
noticed one of his Spirit Lake stu 
dents talking. 

-·:=yurt, be quiet," Engle said, an, 
Voss made sure that he was. 

After class, a Spirit Lake gi1 
picked up the microphone to talk to 
Marshalltown girl. 

"Hey, 111 be in Marshalltown thi 
weelcenc!," she said. 
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Iowa's 'black hole' can glow 
What will it take for lawmakers 

to see the_Hght on the ICN? 
:;:_.. ... ~: : -~:. 't~-· 

T ~estate's fiber-optic network was first 
called a "black hole?' back when there was 
nothing to show for the money being spent 

on its development. . 
It's still being called a black hole by lawmakers 

who should now know better. ,.. . . . 
In 1991, State Auditor Richard :Johnson asked 

that construction of the telecommunications net­
. work's 3,000-mile backbone be suspended, warn­

ing that the project could become a "potential 
black hole for taxpayers." · 

Others picked up the refrain: 
State Senator Mary Neuhauser, 1993: 4'Frankly 

it's turned into a black hole." 
State Treasurer Michael Fitzgerald, 1993: "It's 

i a big financial burden.to the state, and so far, it's 
· been a black hole." · · 

State Senator Mike Connolly, 1995: "I think it's 
become the black hole of our budget." 

And Senate Majority Leader Wally Hom, just 
· last week, on excess gambling revenues that 

could be earmarked for completing the fiber-op--
1 tic network: "It should be spent for something 

.. j 

· · , that's good - or spent for tax cuts or some pro-
grams - rather than put it in that black hole." 

Black hole'? The Spirit Lake high-school stu­
dents who are learning Russian over the Iowa 
Communications Network from a teacher in Mar­
shalltown would say, "Nyet. nyet." 

They, and other Iowa educators who are clam­
oring to get ICN classrooms for distance learning 

in their schools, see the fiber-optic network not 
as a black hole, but as a bright light. 

They're eager to become illuminated, to tap 
into the new source of information, k..1owledge 
and learning. 

Only 54 school districts were connected to the 

The Spirit Lake students would 
say, "Nyet, nyet." . 

ICN when the backbone was built; districts state­
wide want to hook up more than 400 additional · 
K-12 sites. Districts are beginning to equip ICN 
classrooms and train staff in anticipation of 
being connected to the network by 2000. . ·' 

Educators consider the ICN as much a tool of 
learning as textbooks. To call the ICN a black 
hole, to educators, is the same as calling text­
books a black hole. 

Educators wonder why lawmakers who are 
pushing the sale of the network Would put such a 
vital educational tool in the hands of private, 
profit-driven companies. 

They wonder why lawmakers have put on 
blinders that obscure the network's worth, allow­
ing only a narrow, political view. 

They wonder why, when a plan has been of­
fered to complete the network, lawmakers rip it 
apart, along with those who devised it. 

They wonder what it will take for lawmakers 
to climb out of their black hole and see the light. 
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tianoffered 
for finishing 
fiber network 

_By DAVID YEPSEN 
RF.c1:.·n:RSTArrWiun:R . 

Legislative leaders said W ednes­
. day they plan to introduce in the 

Senate an $84 million plan to com­
plete the state's fiber-optic network .. 

A key senator said the vote "will 
be real close." · :;; 

Sen. Robert Dvorsky, the Coral~ · 
ville Democrat who heads the Senate · 
committee that oversees the net­
work, said he will ask his colleagues 
to approve the plan. The money 
would come from better-than-expec­
ted gambling profits and would be 
spent over four years to connect 
schools and area education agencies. 
· House leaders say opposition to 

the network is strongest in the Sen­
ate. They have told Senate leaders to 
pass what they can, and the House is 
likely to accept what they approve. 

Sen. Derryl McLaren, a Farragut 
Republican who is. tJ-te GQP'.s leading 
expert on the network, said he will 
offer a counterplan to connect only a 

· few schools a year over a longer peri­
od. He said the state 'auditor has said 
lawmakers need to take their time in 
completing the network; which has 
been plagued with cost overruns and 
accusations of mismanagement. 

I\etwork supporters say they 
want to hook up the schools first and 
then consider selling the state-owned 
backbone. But McLaren said law­
makers should consider selling the 
backbone before hooking up schools. 

Senator last week rejected the ap­
pointments of a governing board . 
member and the director of the net-.·· • 
work, but Siegrist said that may h~lp " ·! 
win approval of the network. ''Tney : 
feel like they need to .redeem .!Qein­
selves because they' look pad:'.' ... I . 
can't believe the · Senate can pass 
anything but I hope t11~Y:~an." · ; .. 

Lawmakers say they'll considei'" 
selling the netw~rlcnext year. 

· I' . 
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fi,ber~9ptic plan 
They'll return to the 
Statehouse Monday to 
finish this year's business. 

By JONATHAN ROOS 
and THOMAS A. FOGARTY 

R►:GISTt:I< ST,\ff \\'1<1n:KS 

- , . 
• ·_.j ' • • '°\ , . '.· . :.. . ., . • :-<~: .: ! . . , .... -. •: ·, .'": . . : ... '. 

the state's controversial fiber-optic · ments as the~ debated the issue into 
CQ.riunt.mications syste·m.· .. . ·: · · · · .. :·:·-:: the nighf Friday:::.~·:.::.:·- :=:.:. __ _. : - · 

The 31-19 vot~ cam_e asla,wma_k_- _On a 27-23 vote, sen~tors rejected 
ers_ pushed ;to fuush this year .. s legis- · an amendment· to limit· to just one . 
lat1ve session. They planned to re- year the state's .commitment to the 
tur~ Monday to fi_nish . re_maj!ling third and final . phase ii the Iowa ; 
busmess, mostly budget_b1lls. · · · . . Communications · Network. The ! 

Bleary-eyed Iowa senators voted 
early today to send the governor a 
bill that would spend $95 million 
over the next four years to complete 

The bill, which would lay cable to amendment,· which was' offered by ' 
361_ ~<><.>ls, ~braries .~d_ ar:ea edu- Sen. Derry! _ Mc~aren

1 
R_-Farragut, : 

cation . agencies, had passed the· would have reduced the commitment 
House Thursday on a 70-26 vote. · to jtist $'18.5 mlllion ·w would have 

Gov. Terry Branstad ha,s backed conriected .102 s11:l!sto l:he network 
the plan.-·.- ;,;_- _, .-,· .. , ... ,;. .. -:·.-.--~.~---, , .. .. ,. ~-.: · mostofthem,-Ughsclit>ols;'. . 1- · , . , ·· ' 

Senators defeated sevenli'. amend~ , ! . McLaren; one of.the-harshest Iegi~ 

lative critics of the network, urged 
colleagues to avoid locking into a 
four-year commitment to completing 
the project, \'/hich he considers too 
costly ·and inefficient. 

"If we vote for the bill as it is, we'll 
have no choices," said McLaren. "We 
won't be making a one-year mistake, 
we'll be making a four-year mis­
take." 

Recalling the star-crossed past of 
the network, McLaren told col­
leagues the vote ·on his amendment 
to pare back the commitment "is the 

.,;_ 

last chance we have to do something 
rational." 

Sen. Robert Dvorsky, D-Coralville, 
the floor manager of the legislation. 
rebutted McLaren's .arguments . 
Dvorsky said the four-year plan still 
would require lawmakers to vote 
each year to appropriate money for 
the following year's construction. 
Dvorsky also said the plan could be 
pre-empted if the Legislature decides 
to sell the network to a private com­
pany, as is being considered. 

Another amendment rejected by 

.. - : . . - . :·. . •:; :'.::.. ~l.: ;: !_ ·_. : . - • • • • 

the Senate would have used inmate 
labor to dig the trenches and Jay the 
cable needed to complete the system, 
which was first authorized in 1989. 

"They're going to come out of pris­
on with more marketable skills than 
if we sent them to the upholstery 
shop," said Sen. Randal Giannetto, 
D-Marshallto\yll, who offered the in­
mate labor amendment. Lawmakers 
rejected the proposal. 28-21. 

The vote came after legislative 

SESSION P~ase turn to Page 6A 
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~RANmt> WILLJttvrR AGREE TO SELL, ANYWAY 

Study of ICN sale tainted 
· ·F « Sale. One .t: A Kind. Beat 

Offer. The law.a Communica• 
tions Nerworlc boar!il i5 going to do a 
'-'studyM of M1ether the state should 
sell the ~rk's fiber-optic cables 
and equipment. It looks like your basic 
political irui;'leaf. 

At $250.000. it's an e:-rpensive loin­
cloth. ~&'ffl31Jter whal:it concludes, it's 
not going to resol're tile debate over 
the network. 

During Lhe session, as legislative 
leaden; Hnd the ~r tried to 
round qp ~ votes to pay for fin­
ishing the $SOO miDie11 network, they 
kept runninginto opp,Mlition from law• 
makers who said the thing was a mis­
take and the state sncroldn't run a tele­
phone COmpl!Ily. 

So in ·order to piclc l1l' the votes they 
nt!t'Cied '° !ini!;h it, 'Jecislative leaders 
and the -governor agreed they'd consid· 
er selling :it. h was ·• -~c legislative 
solution to the problem- by studying 
a problem they can 'l9<Jk like they are 
doing something ~ really doing 
anything. Lawmakers can tell local 
phone companies that are being 
cheated by this network that "we're 
studying a sale." 

What they won't tell you is the gov­
ernor has little intention of selling the 

ON CAPITOL HILL 

David 
YEPSEN 

network he sees a~ his legacy. Ile was 
willing to posture to get the appropria­
tions he needed to finish it or get Fred 
Grandy off his back in the primary but 
the inside word is he's never going to 
sign a bill selling off the network. 

The study will be done during the 
summer and fall and be ready when 
lawmakers arrive for their 1996 ses• 
sion. They can vote to sell or keep the 
network in the hope of getting rid of 
the whole issue before the next elec· 
tion. They agreed to spend $250.000 
forthe study. 

But it wasn't that smooth. Tommy 
Thompson. the director of the net· 
work. checked around with the big ac­
counting firms who study such things 
for businesses and were told a legit 
study would cost millions and take 
months. 

For one thing, the messy books kept 
by the overworked staffers at the ICN 
would have to be cleaned up. Fair 
market values of things would have to 
be calculated. (No one has ever sold 
one of these before since other states 
have been smart enough not to build 
their own.) And what would be sold 
and what wouldn't? And how do they 
sell state-owned equipment that's in, 
or on. federal property? 

Thompson tried to tell leaders an 
honest study would cost more than 
they were spending but they chose to 
ignore him. They wanted the votes to 
approve completion of the network 
and a sham "study" members could 
hide behind. 

So leaders told the l'Ommission to 
use the money to do its own study. 
that they didn't want to spend more. 
1'.'ot only was the work to be done 
quickly and on the cheap, it's being 
done by the very people who would be 
put out of work 1f the "study'· said the 
network should be sold . 

Consultants doing the report Wlll be have to own fiber-optic cables to t 
hired by the IC:-. board. Thompson an ICN telecommunications netv 
candidly says he ,hmks the state serving schools. 
should keep the network for at least • 
several more years. So a study he and Horserace Journalism: Bet a . 
the board manage will be a little like more money on Jonathan Wils 
asking the general manager of WOI-TV campaign for re-dection to the 
to do a study for Iowa State on w heth· 
er that station should be sold. or the Moines S<:hool Board. The relig 
head of the liquor monopoly studying conservatives are seeking to oust 
whether state government should run son after he revealed he's homose: 
the liquor industry. Wilson has hired Tom Jochum, 

Any bets on what will be found"? If Steffen and Phil Roeder to run his , 
the "study" recommends the network paign. Jochum is a Conner state I~ 
be kept, it'll be seen as nothing more tor. Steffen is an expert a.t use of , 
than a whitewash by a bunch of job- puter technologies in election 
protecting bureaucrats. If the "study" get-out-the-vote drives. Roeder i, 
recommends the network be sold, sup- guy who ran !3onnie Campbell 's , 
porters of the system will say the net· paign for governor. 
work is falling victim to a gimmick and This gives Wilson some he . 
the state is unloading a valuable asset. weight political talent in the f-

To do the discount study. network Many of the Christian Coalition , 
officials are assembling a "task force" ruzers who could toe to toe with 
of basically anyone interested in the trio are off working in preside 
network to make recommendations to campaigns. The political street ~ 
them. A few low-budget consultants that Daniel Winegarden, a ! 

will be hired by the board to gloss it health~are official, is being urgE 
up. 

Will thev tell board members and get in the race to oust Wilson fron 
Thompson.things they don't want to . Des Moines School Board. Winel!.a 
hear' It's unlikely ;troups with a vest· is on Phil Gramm's Iowa steenn~ 
ed interest in whether the network mittee. 
should be kept or sold will give honest 
opinions. 

But come to think of it, honesty and 
objectivity are words not often used in 
connection with the fiber-optic net• 
work. It was born in a back-room deal, 
shoved down legislators' throats on a 
non-amendable conference committee 
report by leaders and officials who 
now earn _six-figure incomes lobbying 
or doing legal work for the network. 

Who wants to sell a train that pro­
duces gravy like that? 

• 
One option is to tum the network 

into a public utility. It would be owned 
by the state but operated by a private 
business. The problem with that is if 
the government owns the cables, the 
pressures will always be on statehouse 
politicians to give one interest group or 
another some space on the network at 
taxpayer-subsidized rates. For exam­
ple. local telephone offiaals say Sena· 
tor Tom Harkin leaned on his friends 
at Mercy Hospital in Des Moines to put 
their traffic on the ICN instead of go­
ing with private companies. 

One thin!l to remember is that sale or 
no, the students in Iowa will get a com• 
munications network . Everyone be­
lieves in providing distance learning 
for children . The question is how best 
to get it to rhcm :ind Iowa doesn't 

• 
Pusages: Christine Hurley. wi 

state Rep. Chuck Hurley, has sign, 
as commentator Alan Keyes · , 
campaign director. And GOP sta 
.Jason Gross and Kathryn Curran 
gone to work for California Gov. 
Wilson's campaign in Iowa. 

Wilson's expected in Iowa on h1 
nounccment tour. where Senate ~1 
icy Leader Jack Rife will make a p 
endorsement. Also, :-.tarlene El 
the talented ~chigan political o 
tive who organiz.ed Iowa for Pat 
ertson and who helped defeat th• 
proposed ERA in Iowa. ha:; go· 
work for Pat Buchanan's cam~ 

• 
And Finally: Bob Dole's got a 

stump one-liner these days. He 
audiences he rarely campaigns 
his wife. Elizabeth, who is the he 
the Red Cross. 

.. She's always trying to start a 
drive ... Dole quips. He says that's 
cially true at fund-raising event 
gets kind of messy. She wants u 
your vein. I'm trying to find 
wallet. " 

DAVID YEPSEN i.s The &']isl.er '.; po 
,-.litnr. 



Let consumers decide communications debate 

C
ongress is rewriting this na- municaUons industry·;lfgr'eater com­
tion's 60-ycar-old communica- petition. One is full .cq111petitlon -
tions law, and the stakes are opening all markets to il.lJ,i:irovlders for 

' high for anyone who uses a telephone, . all services. The othe~ .i~ restricted 
television, fax machine, e-mail or other' competition - holding back local 
form of electronic communication. phone companies from entering new 

In June, the Senate passed landmark lines of business until competitors 
legislation that sets the rules for open- . firmly establish themselves in the 
ing all communications markets to local telephone market. . 
competition - local phone, long dis- . U S WEST's position is clear: If 
lance and cable TV. The House is ex- . AT & T and other long-distance carri­
pected to consider legislation that ls ers can exercise their financial and 
far more regulatory and restrictive. marketing muscle and compete In our 

Rhetoric surrounding the telecom- local phone markets, we should be able 
munlcatlons debate can be hard to fol- to compete In theirs. ; '~-? 
low, but what It means for consumers We believe that more competition 
is pretty easy to understand: How and less regulation are the keys to 
much will consumers pay for local tele- · lower prices and more service choices 
phone, long-distance and cable-televi- for consumers. Anything Bhort of full 
sion service? And will consumers have competition is unfair to customers in 
the freedom to choose where they get Iowa who want lower prices and great­
their services, or will the federal gov- er choice and convenience.,; f,;; 
ernment choose for them? The House telecommunications bill 

Two prevailing views have emerged . (H.R. 1556) falls seriously sh<,rt of ere­
on how Congress should open the com- ~ting the open markets that true re-

form demands. Despite the public 
mandate of last November's elections 
for less government bureaucracy, that 
bill is mired in regulatory ~d tape that 
will deny consumers the benefits of 
real competition for years to come. 

Characterized as a "deregulatory" 
bill, It would In fact add 180 new fed­
eral regulations to the books and re­
quire 275 federal employees to oversee 
the legislation's requirements. 

The House blll also plays favorites 
as to who can enter which market 
when. While the biii aiiows iong­
dlstance companies to enter the local 
phone market Immediately, it shuts 
out US WEST from long-distance busi­
ness for years. We aren't asking for 
special favors, only for the opportuni­
ty to compete and give customers what 
they want: one-stop shopping for local, 
long-distance and cable services. 

Ifs clear that new entrants in the 
local phone market - including giant 
multinational companies like AT & T 

. . . 

~oqwetition . 
andfoss ·· 
regulation are 
the keys to , : 
lower prices~· . 
and more · '1 i .:.:· · 

' . 
~an'nno l"\l,/"\;nn,-, 

and MCI - are looking for high-vol­
ume, high-revenue business custom­
ers, primarily In metropolitan areas. 
Given traditional pricing policies 
where some services are priced artifi­
cially high so residential service can be 
priced below cost, local telephone com­
panies are particularly vulnerable to 
new competitors who "cherry pick" 
lucrative customer groups and disre­
gard residential consumers. 

No one In the communications Indus­
try should be protected f rnm real com­
petition behind a wall of red tape. 

The best way to give consumers 
greater choice, lower prices and better 
service Is to open all markets to aJI 
competitors now. Consumers - not 
Congress - should decide the winners 
and losers in the telecommunications 
marketplace. 

TERESA WAHLERT u vice president-Iowa 
of US MST Communication.!. 

0 
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New choices for utility customers 
Cedar Falls buzzing: 
2 fiber-optic options 

By JACK HOVUSON 
Ot Tul k•.,a:-,Tt k'ii w.,n.lWJO Ut·,0:.,1· 

· Cedar Falls, la. - Residents o( 
Iowa·, I 0th-largest dty are poised at 
the on-ramp or the information su­
perhighway with a choice o( rides. 

Within a year it may be possible 
ror Cedar Falls citizens with person­
al computers to shop and bank from 
home, Lap into local libraries, hospi­
tals , government ornces and other 
agcncirs for information and serv· 
Ices, and "run" other errands with· 
out stepping outside their doors. 

Some will do it on a link-up o( co­
axial and fiber-optic cables being in­
stalled by Cedar Falls Municipal 
Utilit ies, the city-owned operation 
that provides electricity, natural gas 
and water here. Voters last fall over• 
whelmingly authorized Municipal 
Utilities to get into the race. 

"Dark Horse" 

utility company - private compa­
nies would build the system anyway, 
TCI claimed - but the measure 
passed with a 70 percent majority. 

Municipal Utilities moved quickly 
to fulfill the mandate. It expects to 
have 43 miles of fiber-optic cable, 
plus 150 miles of coaxial cable, in 
pla\;!' by the end or 1995. The entire 
system is expected to be completed 
by next summer, utility officials say. 

The fiber-optic cable will be the 
artery for high-speed, direct distri­
bution of information to industries, 
schools and government buildings. 

The fiber-optic cable also will con­
nect with "neighborhood nodes," 
where coaxial cable lines will branch 
out to homes and some businesses. 

"First in Iowa" 
"We will be the first In Iowa with a 

full-servil'e network," says Munici• 
pal Utilities' Curtis S. Johnson, man• 
ager of electric and communications 
enginttring. 

Public backing of the Municipal 
Utilities project has been enhanced 
by an established positive image 
here of the agency that aMually re­
turns about SI million to the city's ' 
general fund . Also, there has been 
some dissatisfaction with the quality 
of cable TV service in the communi-

.,_ 

11 ,U(lff \!Al' ,\IEkT/kt1;1,11 N f'!t, ,11, ... 

The Cedar t'alls project is being 
watched closely as a precedent• 
setter for other communities with 
city-owned utility companies. A 
recent Wall Str~t Journal article 
noted that some experts believe elec­
tric utility companies are "the dark 
horse in the race to "ire your home 
to the infor:mation highway. " 

" Fifty utility companies are 
looking at us," says Municipal Utlli­
tie,; market director Doris J . Kelley. 
"Cedar Falls is in the ruMing to be 
one of the first in the country to es­
tablish a citywide full-service net· 
work. We've had letters from as far 
as California." 

ty. . 
TCI says its new S3.2 million fi. 

ber-optlc network will expand and 
improve cable TV service that was 
instal led in the late 1970s. The com­
pany cont.,,ds it doesn 't object to 
competition - in fact, welcomes It 
- but is opposed to it coming from a 
municipal enterprise. 

CralgSclnrickerath of Cedar Falls Municipal Utilities works with fiber-opti c cable suspended between utility poles ove r the Cedar River 

Cedar Falls Utilities also will be 
• abk to provide cable TV service to 

the city through its fiber-optic/ coax• 
ial cable sysu,m. That, of course, has 
; l.c attention of TCl of 1'orthcrn 
Iowa, the Waterloo-based company 
that currently puts cable TV into 
hom~here. 

TCI, fearful or los ing customers to 
the municipal cable service, is count• 
crin~ by installing its own fibcr-op­
Lics syslcm here and is boastin~ on 
billhoarrls around town that "We're 
All The FIDER You 'll !\L-ed ." 

Failed Campaign 
TCI tried last fall to convince Ce­

dar Falls voters that they were risk· 
i~~~ ~~~·i r t;1x mn~~~ i~. the propose~ 

"What we don't like about the Ce­
dar Falls system is that our regulator 
- the city o( Cedar Falls - will be 
our competitor. How many other 
businesses out there today are con• 
trolled by their competition?" TC! 
marketing manager Debora Blume 
points out. 

"We 're not kicking TCI out or 
town," says Municipal Ut ilities ' 
Johnson . " We do business with 
them . We have a 5-year pole­
attachment agreement with them 
that pays us around 518,000 a year." 

)lunicipal Utilities officia ls a rc 
hoping to sign up 4,000 to 6,000 resi­
dent ial customers for a ride on the 

n~i,;~_,~.., 
.... .....,, ...... ,rTT~ '•'lt-'' " . t 
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informat ion highway, or roughly Dave Schllllng, left, and Bob 
~.a !_f or the total potential in Cedar 



Fiber-optic ,. 
1 

system's fate 1 

up in the air 
Should Iowa sell the 
network? A task force has 
been studying options for 
the controversial 
communications system. 

By JONATHAN ROOS 
and HOLLI HARTMAN 

Iowa officials are preparing to 
make a blockbuster decision in 
which taxpayers , schools apd busi­
nesses have a major stake. 

The decision !;>oils down to a pair 
of deceptively simple ques tions: 
Should the state se ll or keep its 
fiber-optic communications net­
work, one of the largest and most 
expensive projects ever undertaken 
by state government? 

Or, is there a middle ground in­
volving the creation of some form of 
public-private partnership? 

which built the network·s backbone. 
Selling or leasing the state-owned 

portion of the network also poses 
several risks: 

• Competitors may object that the 
new network operator has gained an 
unfair advantage. 

• Schools could be left hanging by 
a glass thread unless they receive 
written guarantees of continued ac­
cess to the fiber-optic network at an 
affordable price. 

• Federal a~encies, whose invest.· 
ment in the network is approaching 
$50 million, could demand some of 
that money back if an ownership 

, , Philosophically, we 
don't think the state 
should be in 
competition with the 
private sector.,, 

- Kent .Jerome 
Iowa Tdep/1<11u.: ,\.,srx:iario,1 

Several companies may be inter- , 
ested in buying the Iowa Communi-
cations Network for a price dwarf- change interfer~s with their use of 
ing the,_$12.7 million sale of another . . the system: .. , 
state asset, WOI-TV, in 1994. . ; _ _.-- :'There are also complicated legal . 

. In return for ending what critics : . ' ~u.:dles to clear., · _. .. 
View as unfair competition with the : •. A lot .of t_hat complicat1on stems 
telephone industry, the state would · · · from th_e fact that this wa..~n·t a proj­
get a pot of money that could ·exceed ·. ectdone in one setting with a neat -
S 100 million. · set of ·agreements. It's been pien·-

The buyer would assume owner· mealed," said Assistant Iowa Attor-
ship of more than 3,000 miles of opti- ney General . Chris Scasc. who re• 
cal fiber cable that connects every v1ewed ·legal issues for a 12-membcr 
county. The buyer's new customers task force studying network options: 
would include schools and colleges, The_ group is schedu led to com-
hospitals, government offices and Ii- plete its work this week and report 
braries. its findings to the network·s govern­

ing board. 
A Leg Up 

The network's statewide reach 
could give the purchaser a leg up on 
rivals in the rapidly changing tele­
communications business. 

"The buyer would quickly have 
the second-largest telephone compa­
ny in Iowa, second only to US West," 
said Bob Eide, vice president of MFS 
Network Technologies o f Omaha, 

"There are literally hundreds and 
hundreds of right-of-way a!(ree­
ments, easement agreements , differ­
ent types of use contracts there ... 
Sease said . "And then we have fund­
ing from state appropriations and no 
less than five federal agencies." 

One of the st ickier problems is pro-
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Fate of fiber-optic syste~ is up in the air 
NETWORK 
Continued.from Page 2A 
West's vice president for Iowa. 

~under current regulations, 
US West and GTE, Iowa's second­
largest regulated telephone compa­
ny, would be unable to buy the net­
work. US West feels the state should 
look toward hiring a company to 
manage the network - something it 
would be interested in doing. 
· Another company not interested 
in buying the network is Tele-Com­
munications Inc., Iowa's largest 
cable television company. The com­
pany already is moving forward on 
replacing much of its cable system 
with fiber-optic wire. 

"It doesn't fit in with our strategy 
fo r updating our facilities, " said 
David Oman, Tele-Communication's 
di_rector of state government affairs. 

Others Interested 
But there could be several other 

companies interested in buying the 
network. Jerome from the telephone 
association ticked off a handful: 
16cal phone companies, Cedar Rapids 
teiecommunications entrepreneur 
Clark McLeod, long-distance compa­
nies such as AT&T or MCI, other 
cable companies - even out-of-state 
BabyBely. . 

Interes! 'fas grown because the\ 
_ telec~mrin1fications industry is 

quickly moving toward deregulation 
and local telephone competition. 

The most vocal potential buyer 
has been Iowa Network Services, a 
consortium of 133 small, indepen­
dent telephone companies. If the 
state were to sell, "INS would be at 
the table," said Dick Vohs, the com­
pany's spokesman. 

Iowa Network Services would use 
the network to expand its already 
large fiber-optic network. During the 
1994 legislative session, the compa­
ny made an unsolicited $ 103 million 
offe"r for the entire state network, or 
$64 million for the cable only. 

The offer expired later, but pres­
sure in the Legislature to sell the net­
work has increased since then. 

Vohs said he is not sure what the 
network's worth is now. Jerome's es­
timate is $110 million maximum .. 

The value would depend on the 
conditions of the sale. The more 
strings attach.ed, the less a buyer · 
would be willing to pay, Vohs said. 

Affordable Rates 
Requiring the buyer to assure af­

fordable rates for current users 
poses a problem. Right now, schools 
pay only $5 an hour for two-way 
video service, a price private indus­
try would find "extremely difficult" 
to meet, said Wahlert of US West. 

"They couldn't meet that expecta­
tion without some subsidy" from the 
state, she said. 

MFS Network Technologies, 
which operates private fiber-optic 
networks for business customers, 
charges up to $200 an hour for video 
conferencing, said Eide. · ' 

MFS also may consider a bid for 
the network if it's put on the block. 
But Eide said that selling the state 
network would not be the best 
option for the state. 

"I don't think they'll ever get a 
better deal than what they have 
right now," he said. . 

Others say it's_ not simply a busi­
ness decision. 

"Getting rid of this network 
doesn't solve the problem of how 
you get schools into the information 
age," said Harold "Tommy" Thomp­
son, chief operating officer of the _ 
Iowa Communications Network. "If 
you don't settle that you could make 
a tragic mistake." _ 

-· 
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Don't sell the network-yet 
Finish the Iowa fiber-optic system 

before deciding who should own it. 

N o drum roll, please. Not for the anti­
climactic findings of a task force 
studying the future of the state's 

$500 million fiber-optic telecommunica­
tions system. The group didn't say any­
thing new, exciting or controversial. Hand­
ed a live grenade by the Iowa Legislature, 
the task force simply lobbed it right back, 
set to explode during the 1996 session. 

Legislators will decide - using a little 
background information from the task 
force - whether the state should retain or 
sell the network. But they'll have to decide 
on their own, without being able to cite 
from a conclusive task-force report when 
explaining their votes to the telephone­
company lobbyists. 

The state should keep the network, at 
least for now. That's the right and the sen­
sible thing to do. 

The network, although not yet complete, 
already has proved its worth as an educa­
tional tool. Its two-way video and audio 
hookups also make state government more 
efficient and less costly, and provide excit­
ing new means of connecting people. 

But the telephone companies think those 
things should be left to private companies. 

"Philosophically, we don't think the 
state should be in competition with the pri­
vate sector," Kent Jerome, a spokesman 

for the Iowa Telephone Association, said. 
While that m~y be generally true, there 

are plenty of exceptions. Sbould the state 
sell the University of Iowa because it com­
petes with Drake University? Of course 
not. Should state parks be sold because 
they compete with private campgrounds? 
Unthinkable. Should the State Capitol 
have a "For Sale" sign on the lawn because 
space is available in downtown office 
buildings? No way. I 

It isn't always wrong for the state to 
compete with private enterprises. The Leg- f 
islature needs a better excuse than that if I 
it decides to sell. The question is, how 
would the public be better served? 

The fiber-optic network is proving to be 
as beneficial and useful to the state as edu­
cational institutions, parks and public 
buildings - and it hasn't even been com­
pleted. In a few years, it will be extended 
to every school district in the state that 
wants it, and to many libraries and other 
public facilities. Its potential is unlimited. 

Before making any irrevocable decision 
regarding the network, the state should 
finish it, give it a chance to grow, and see 
then whether it's still the good deal that 
Gov. Terry Branstad promised in the 
1980s. 



u::, West (jets UK for 'Jests 
BY MELINDA NORRIS 

WORLO-HERALO ST AfF WRITER 

US West Communications Inc. began 
offering cable television in the west 
Omaha area Thursday after getting the 
nod from the Federal Communications 
Commission. 

The FCC application, which was 
granted late Wednesday, sets in motion a 
one-year cable television test that could 
involve up to 50,000 households - the 
largest test market so far in the Baby 
Bells' quest to become television provid­
ers. 

The purpose of the market test is to 
detenrune whether consumers will want 
U S West's service, what they are willing 
to pay, which channels they like and 
eventually how they respond to interact• 
ive television. U S West has said that if 
the Omaha trial is successful, the com~a­
ny plans to offer cable and interactive 
television in other cities in its 14-state 
service area. 

U S West is confident that it will 
attract enough customers to make the 
market test a success, said Larry S. 
Levine. vice president and general man• 
nger of broadband and multimedia serv• 
ices. 

Levine declined to reveal how many 
households U S West hopes to attract, 
but said he was sure the Omaha test 
would surpass the company's in-house 
targets. 

"We think that a si$fUficant number of 
people ~11 find this a real choice," 
LeVJne said. 

U S West is going head-to-head with 
Cox Communications Inc. of Omaha to· 
provide cable services to west Omaha 
residents. 

Michael Kohler, communications 
manager, said that Cox was not threat• 
ened by the new competitor. Cox com• 
petes with other cable operators and 
wireless providers and has consistently 
increased its market share, he said. 

"Because our business plan and opera• 
tions will remain customer-focusecf,'any 
new entry into the Omaha video market• 
place will face a formidable foe in Cox as 
we continue to earn our customers' 

television program offerings to 58 chan­
nels in west Omaha, where U S West is 
conducting its trial. These channels will 
eventually be offered throughout the 
Cox viewmg area. 

West Omaha Cox customers get. 
ESPN2 and the Home Shopping Net• 
work and will be getting the History 
Channel, Classic Sports, Country Music 
1V, Bravo (a fine arts station), Home & 
Garden and Turner Classic Movies.' 

Most of these channels also are in U S 
West's 55-channel line-up. 

U S West also will offer the Sega 
Channel, which includes up to 50 games 
that can be used with a home Sega 
Genesis game system. 

Cox said it will begin offering Sega 
next month. 

U S West's basic 12-channel cable 
package will sell for $5.95 per month and 
include local, educational and govern­
ment channels. There also is an installa­
tion fee. 

Cox said earlier this week that it would 
provide a similar package for free but 
that an installatton cost would be 
charged. 

Both companies also have plans to 
introduce interactive television in 
Omaha. 

Cox said that it continued to test its 
interactive system and that it planned to 
unveil it soon. 

U S West said it will have its interact­
ive system available before the end of the 
one-year trial. 

U S West has been testing interactive 
television in Omaha in about 200 house• 
holds for the past year. The company has 
said it ~ants to improve the quality of the 
service before offering it to the general 

puWb~ch. . . I . • . di .d al 11 mteracttve le eVJs1on, in VJ u 
households will be able to watch movies, 
comedy shows and other programs in• 
stantly by choosing from items on a 
menu on their television screens. Devices 
attached to each television will transmit 
program requests to US West, which will 
instantly deliver the individual programs 
to each household. 

At the end of the one-year test, U S 
w_..d ,11;11 /IV'lm i nP thP rrc::111tc;: -:::t nrt rlPtrr .. 

vi 
.c. 
<O .,., 

tion of leaving the market, he said. 
Offering television service is part of a 
long-term plan by U S West to diversify 
its communication services to include 
long-distance and data services, among 
others. 

The pricing tariff approved by the 
FCC Wednesday sets the rates US West 
will charge program providers to use its 
system. The company has been waiting 
all summer for the ap~roval. 

While U S West will be providing the 
technology behind the cable teleVJsion 
service, known in the industry as a Video 
Dialtone network, a company called 
Interface Communications Group Inc. 
will be responsible for channel selection 
and will determine retail pricing and 
packaging of services. 

U S West immediately will begin to 
m~,1,,., it< r~hll' <t>nnrp 11nrlf'r thP n :i mP. 
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Road, said Roger Stuhrner, U S West 
spokesman. 

The company has laid most of the 
cable necessary to provide the service in 
the test market, he said. In some cases, 
the wires already are outside homes. 

If someone purchases 1he TeleChoice 
service, a technician will need to run a 
wire from the inside of the home to the 
outside cable, he said. 

Interstate 680 and Interstate 80 form 
the eastern boundary of the general 
service area, which will include Millard, 
Boystown and the Chalco subdivision. 
The majority of the homes in the service 
area are east of 168th Street, south of 
West Maple Road and north of Giles 
Road. 

Homes with the following telephone 
prefixes may be located in the Tele­
Choice servi!'.P. :up::, • ,,n 111 11,1 ,101 



BETIENDORF, PLEASANT VALLEY SCHOOLS _ 

Fiber optics link is planned 
City studies a way to add schools to intended electronic network of facilities 
By Jennifer DeWitt 
QUAD-CITY TIMES 

The information highway in Bettendorf 
may be a well-traveled road as the city dis­
cusses a proposal to create an "electronic vil­
lage" to connect the city's facilities to the 
Bettendorf and Pleasant Valley schools. 

The city recently received a state traffic 
grant to install a fiber optics system to syn­
chronize its traffic signals over the next two 
yea~. As cable for that system is laid, the city 
will install its own fiber atop the traffic sys­
tem to connect its 13 facilities with voice, 
data and video capabilities. 

Carol Barnes, the city's finance director, 
said the city knew it would need a fiber optics 
system to bring up its geographical informa­
tion system, a computer mapping system for 
the poli..:c, fire and engineering departments. 

Th l' ,· ir " had hudgeted fnr the system this 

year, but thought its only option for fiber 
optics was to lease from U.S. West (){. Cox 
Cable. 

"We're very excited about this opportu­
nity of owning our own fiber, but what makes. 
it more exciting is the city council opened it 
up to connect with all the other governmental 
agencies in Bettendorf," she said. 

While plotting where the cabling link, or 
backbone, would connect the traffic signals 
and city buildings such as city hall, the annex, 
the library and the fire station, city staff real­
ized it would pass by both school districts' fa. 
cilities and the Mississippi Bend Area 
Education Agency. 

The schools and the city have until Jan. 5, 
1996, to reach an intergovernmental agree­
ment if they choose to participate. 

Candy Rivelli, the city's information sys­
tems coordinator. said the project caught ev­
eryone off guard and the schools had not 

budgeted for their share of the cost. 
Realizing that, the city council voted re­

cently to pay for the installation and bill back 
the schools, which also will have to pay for 
linking their facilities to the nearest connec­
tions. 

"They couldn't probably own systems 
themselves," Rivelli said. Even the city would 
not buy its own fiber optics system if it were 
not tagging on to the traffic system. 

"This is leading edge, very few commu­
nities are able to do this," she said. 

The system would allow for commu­
nications between the city and the schools. 
"This gives us the flexibility to dream, you 
never know why we might want to be able to 
communicate," she said. 

The best news is the affordability, Barnes 
said . The city had budgeted about $105,000 
to pay for the traffic light synchronization, 
which is mandated by state l~w Nnw th!' 

state's grant money will finance the project 
and the council will spend the budgeted 
money on installing the fiber optics system 
for about $93,000. 

Without the traffic project, it would have 
cost about $405,000 for an outside vendor to 
install it. 

For the other agencies, obstacles include 
finances and approval by individual boards. 

Bettendorf Superintendent John Finnessy 
said the district must decide if this is the 
most effective and inexpensive way to 
proceed. 

Fiber optics would provide district-wide 
communications beyond what is possible by 
telephone or fax machine. Schools would be 
able to send documents back and forth be­
tween buildings, communicate via video and 



,Ar:eaagenc1es .get ~J5u,uuo 
tgrallt for_ distal1ce learning 

ORANGE CITY; Iowa - North- University or the University of Iowa, 
western College has been awarded a · and students in Spanish classes could 
$350,000 federal grant on behalf of _have conversations with ·spanish~ 
several · agencies that will · provide · speaking persons in Sioux City or 

· area residents access to the Iowa Des Moines. Local farmers could 
,. Communications Network for take specialty courses on crop pro­

.distance learning and medical ser- duction, small business leaders could 
vices. The grant is from the Rural learn about new methods of 
Utilities Service, a bureau of the U.S; marketing, and area professionals 
Department of Agriculturei could complete continuing education 

. ' The grant will enable me~bers of units or attend workshops, . all 
the Community Electronic . Link . without having to travel considerable 
System (CELS) Consortium, which. distances. The sheriff could testify at 
consists of Northwestern College, the a parole hearing via live video and 

· MOC-Floyd . Valley Community avcid the expense and time of trav­
School District, Unity Christian High cling 200 miles to the federal 
School, the Orange City Hospital and penitentiary. · 
Clinic, Sioux County, and the city of The Orange City Hospital and 
Orange City, to connect to the Iowa Clinic, through the ICN, will develop 
Communications Network (ICN).. a telemedicine department that 
, . "We are very pleased to receive enables interactive video patient con­
this grant for the college but also and sultations with specialists at major 
especially for the citizens and agen- hospitals throughout Iowa. Through 
cies in Orange City," said Dr. James telemedicine, patients would be able 
Bultman, Northwestern's president. to be treated by out-of-town 
''The college is pleased to serve as . specialists without leaving Orange 
the grant agent. City and local doctors could consult 

"This grant would not, have oc- quickly with specialists. The ICN 
curred •without the exceptional effort would also \)e used for continuing 
of _Dr. Richard Reitsma; our- refer- · medical education and electronic 
ence librarian. · Richard discovered medical record keeping; , . . 

. the grant appropriation, coordinated The grani provides 60 percent of 
the efforts of college and community the funds for projects totaling more 

· personnel, . and ,served as principal than $592,000. The CELS members 
·. author. On behalf of the college and will each contribute 40 percent of the 

the community, he is to be com- cost of their individual projects. , 
mended for this achievement.'' The · grant provides Northwestern 

· · · Distance learning and video _con~ College with $105,373 tci become a 
· ferencing involve a, live video and · Point of Presence site on the ICN, 
•· audio exchange · between multiple serving as a hub linking adjacent in­
. sites. The potential is endless, accor- . stitutions to the statewide ·netwo·rk. 
ding to Reitsma. Northwestern will also build a video 

: . _For example, local schools could classroom and route its Internet traf­
, tap_ into advanced courses that they fie over the ICN. The Orange City 
· couldn't affotd1 to offer otherwise, Hospital and Clinic will receive 

students in science classes could in- $116,353 to fund a video classroom 
· teract with researchers at Iowa State and ·· connect to the Internet, and 

Orange City will receive $89,119 t, 
place a video classroom in City Hal 
and · connect that building and th 
library to the Internet. The grant wi: 
rrovide $10,483 to Sioux County t 
hnk the courthouse and agencies .t 
the Internet. 

The MOC-Floyd Valley syster 
will receive $20,493 for Inteme 
connections to the high school, mid 
die school and elementary school~ 
The grant also provides $8,180 t< 
link Unity Christian High School t< 
the Internet. 

Reitsma says planning and equip 
ment acquisition will begin this fall 
Officials hope to have North 
westem's equipment installed b: 
March and on-site training conducte< 
by June for individuals who wil 
serve as peer trainers· for thei 
respective institutions. Optimally, al 
equipment would be operational fo 
the 1996-97 school year. Rob Robin 
son, Northwestern 's director of com 
puting services, will serve as projec 
supervisor. 

"This is a unique way for th1 
community to work together,'' saic 
Reitsma of the CELS effort. ''Thi: 
will, in the Jong term, have a stronr 
impact on education and health in the 
Orange City community. The tota 
focus of CELS is to make moderr 
telecommunication systems availabk 
to all population groups within the 

: community." 
; Re_itsma says he is especiall) 
pleased about- the grant because thii 
region receives proportionately les~ 
federal grant money than the nationai 

, average. From 1983 to 1992, Sioux 
' County and the five · contiguou~ 
counties received an average of $22( 
per person in federal grant moneys 
compared to the Iowa average 01 
$478 per person and the national 
average of $545. 

The CELS grant is funded by the 
Distance Learning and Medical Link 
Grant Program of the Rural Utilities 
Service (RUS). The local grant is the 
largest of 29 grants awarded to 
educational and health care 
organizations . in 23 states this year , 
totaling $7.5 million. RUS received 
247 applications requesting a total of 
$79.8 million. 

"This is where the county road 
meets the information 
superhighway," said Agriculture 
Secretary Don Glickman in an ­
nouncing the RUS grants. 



Network helps rural doctors 
LINCOLN, Neb. (AP) - Many 

rural doctors and medical officials no 
longer have technological isolation 
to blame for their wanting to relocate 
to a larger city. · 

The University of Nebraska Medi­
cal Center has set up 29 computer 
links that bring rural $ettings updates 
on medical care and medicines, and 
provide treatment information most 
small-town health care outlets 
couldn't afford. 

The Medical Center planned 30 
pharmacy-based rural health infor­
mation centers financed by a 
$300,000 grant to the UNMC Col-

lege of Pharmacy from the U.S. 
Department · of · Housing . and Urban 
Development. 

Lucinda Miller, director of the 
Nebraska Drug Information Net­
work, · said communities have been 
receptive to the system. and are see­
ing the benefits. 

''This provides tremendous access 
to medical information,'' she said. 
"I'm -not aware of any other state 
doing anything like this. There's no 
reason anyone in rural · Nebraska 
should be farther removed from 
medical information than we are in 
Lincoln and Omaha.'' 

The Medi-Save Pharmacy in York 
installed its center in May, and it has 
seen in.creasing use by doctors and 
patients, pharmacist Charles Moore 
said. · 

One of the most popular features is 
DynaPulse, which allows users to 
measure their own blood pressure 
and record it in the computer and on 
a printed copy. The computer stores 
a patient's information over time, 
giving doctors a glimpse at how they 
are faring under treatment or 
medication. · 

The best feature may . be the 
system's capacity to save money, 
Miller said. 
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Branstad introduces state's spot on Internet 
DES MOINES (AP) - Gov. Terry 

Branstad was occasionally halting, but 
insisted 'he was enthusiastic as he led 
reporters 
through what 
turned into 
high-tech day 
for state govern­
ment. 

At his weekly 
news confer­
ence Wednes~ 
day, Branstad 
previewed state Gov. Terry 
government's Branstad 
new presence in . . 
the worldwide computer network. As 
he did, the governor pressed his plan 
for new spending on technology for 

Iowa schools. 
"Welcome to Iowa state govern: 

ment's debut on the Internet," Branstad 
said . . The state home page on the World 
Wide Web features a multicolored map 
of Iowa and a red, white and blue logo 
for the 1996 Iowa caucuses. Some sites 
are identified with a black and yellow 
marker, shaped like a road sign; and 

· the words "Under Construction." 
Computer users can tap into the site 

and browse through the activities of 
state government, ranging from job 
listings at the Department of Employ­
ment Services to staffer names at the 
Department of Natural Resources. 

Not all departments are hooked into 
the system. That could take another 

; ( ;;; ·:} ! :. " 

couple of months, officials said. 
Iowa is hardly setting the pace for 

state governments, most of which 
already have a presence on the Internet. 

Branstad took reporters on a cruise 
through the state's new home page, 
noting along the way that he had 
brought along several computer 
experts to help him out if snarls popped 
up. "Obviously, I feel somewhat inade­
quate in this field/' the governor said. 

"I think it's important for me as the 
leader of this state to encourage and 
support its moving forward," Branstad 
said. 

Actually, Branstad didn't really lead 
reporters on the tour, he simply narrat­
ed while· one staffer manipulated the 
computer and another stood by to 

whisper into the governor's ear what 
was coming next. 

The governor also used the occasion 
to push for a plan he introduced last 
year to spend $150 million over four 
years to improve school techn.ology. 
That plan eventually died in the Legis­
lature, but Branstad said he would push 

• it again when legislators convene in 
January. 

The precise size of that package will 
likely be adjusted, and its cost has not 
been determined. Legislators are hold­
ing hearings across the state to deter­
mine interest in improving school tech­
nology. 

The Iowa state government's home 
page can be found at 
http://www.state.ia.us. 

----------------·-·-- -- -- .... - ·- ·· 
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October 4, I 995 

Mr. Kent Jerome 
Iowa Telephone A~ociation 
1601 22nd St., Suit~ 209 
West Des Moines, IA 50265 

Dear Mr. Jerome: 
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You have asKed us to comment on the definition of ''private activity bond" under Section 
141 of the Intcrn.:11 Revenue Code of 1986 (the "Code'') with particular refrrence to a possible 
gale or lease of portion of the excess network capacity of the ICN. As background, the interest 
on a state or local bond will not he exempt from federal income taxation if the bond is a private 
activity bond, unless it falls within the definition of a "qualified bond". A private activity bond 
is a bond which meets the "private business use test" and the "private security or payment test" 
under Section 141 (~. An issue meets the private business use test if more than ten percent of the 
proceeds of the issae are to be used in any private business use. An issue m~ts the private 
security or payment test if the payment of the principal of, or the interest on. more than ten 
percent of the procteds of the issue is directly or indirectly secured by any interest in or to be 
derived from paym<ents in ~pect of property used for a private business use. Private business 

use means use direqtly or indirectly in a trade or business carried on by any person other th:m a 
government.Ill unit (ihe term "governmental unit does not include the United States or any agency 
or instrumentality thereof). Use as a member of the general public is not taken into accourit in 
determining use in a trade or business. 

Applying these rules to a possible sale or lease of capacity on the ICN, jf more thrui ten 
percent of the capacity were sold or leased for use in a ttade or business and more than ten 
percent of the debt iervice on the bonds issued to finance the ICN came from the sale or lease of 
the cap21cily, lhe bonds would be considered private activity bond:J. Since use as ~ member of the 
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II. MATRIX EVALUATION DETAIL 

STATE PUBLIC POLICY GROUP 
DES MOINES, IOWA 

IOWA COMMUNICATIONS NETWORK 
461 TASK FORCE - Study of the ICN 

MATRIX 1 - Sale Options 

13. What are the positive & negative impacts of this option on the state's ability to 
retain long-term capacity Sl_lfficient to meet the present and future needs of 
currently authorized users? 

A. Option 1 - Sale of Network (No Assurances) 

Sale of the network to a single entity without. assurances ~ntails a greardeal of risk. · 
Over the short term, service costs are bound to increase due to the fact that the 
demonstrated ICN margins are not according to industry standards. Additionally, 
under the ownership of a private carrier, the extension of access to undeserved and 
poorer entities would all but cease. Over the longer term, competitive pressure would 
force the buyer to accommodate the State's existing system users in a cost-effective 
way; however, it is likely that most, if not all, of the net cash received in the sale of 
the network would be used up within 5 to 1 O years. 

The primary barrier to implementing this option is the mandate for ICN to meet the 
needs of its educational and agency clients in a timely and cost-effective manner at 

... -an times. The only reasonable method to partially overcome this barrier would be to 
sell the network to more than one entity, and create separate logical networks that 
each vendor could own and control. In order to implement such a Rube Goldberg 
arrangement, the State would then have to forbid one carrier from buying out the 
other's capacity, which could run into FCC, Utility Board, and other legal problems. 

In short, this option has an extremely high mischief coefficient, and is not 
recommended because of the short term impact on the current users. All consultants 
put this option in the bottom 50% of the alternatives. 
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Although this alternative could be made to work, from the standpoint of the users, 
they would have longer-term network stability and costs under a scenario whereby 
excess capacity is leased by the carriers. 

19. What positive/negative impacts would this option have on existing 
telecommunications providers? 

A. Option 1 - Sale of Network (No Assurances) 

Looking at this option from the carrier's point of view, both LECs and IXCs could 
benefit as the buyer, assuming the network was sold to the highest bidder. LECs 
obtain an inter-LATA path, IXCs and CAPS get local access. 

Exercising this option would invariably cause churn in the vendor environment, 
putting pressure on the Utility Board to attempt to equalize the financial impact upon 
the small Telcos and Cable companies, either by controlling the rate of return or the 
tariff prices (of course, this is just another way of "providing assurances, which 
actually reflects option two below). Many companies would consolidate, with 
consequent loss of local ownership .. _as prices decrease over the··long term, even 
though a short-term benefit may be realized as prices to the private sector increase. 

Even if the network is not sold to the highest bidder, or if it was sold to the 
Independent Telephone Association, it is deemed to be not feasible for the entity 
controlling the network to ignore the market forces which would tend to over-value 
unused network capacity in. the short term and under-value it in the long term. 

B. Option 2 - Sale of Network (With Assurances) 

.... ·::~e regulatory burden represented by the "Assurances" part of the equation 
associated with this option would be an extreme source of discomfort for the 
vendor(s) purchasing the network. For the other vendors on the "outside", some 
advantage may be obtained as certain business options of the private-lCN operator 
are hamstrung. 

In the consultant's interviews with potential vendors, this option was the most 
unappetizing to them, which would be reflected in their purchase price. 

C. Option 3 - Excess Network Capacity 

This alternative has the potential to be useful from the vendor's standpoint, but the 
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system-wide upgrade, although this cost could be absorbed in the rate structure. 
A more serious barrier to implementation would be the long-term loss in growth 
potential, both for the private vendor and for ICN. While a bandwidth sharing 
partnering arrangement could certainly be worked out, it is difficult to see how this 
would have any advantages over merely leasing the excess capacity in the first 
place, which would allow an orderly migration of network expansion, whereby new 
equipment could be installed as it is paid for. 

23. Under this option, who assumes the risk? Is this entity capable of bearing this 
risk? Who are the beneficiaries of success? 

A. Option 1 - Sale of Network (No Assurances) 

Improvements in compression technology and development of alternate new 
technologies and standards represent an ongoing risk for the ICN backbone. Ideally! 
a continuous upgrade program should be implemented according to a sound 
business plan. Alternatively, a substantial investment will be necessary in the future 
to migrate all at once to advanced services such as ATM in order to remain 

· - competitive; · 

Under the sale scenario, this risk will be borne by the buyer. Undoubtedly, the 
network would be purchased by a carrier familiar with this risk, and who is able to 
manage the risk. The buyer will simply discount the cost of required upgrade at the 
time of the ICN sale. The beneficiary of the resulting successful network will primarily 
be the purchasing vendor. 

B. Option 2 - Sale of Network (With Assurances) 

.,.. Under this altc;,·1~a.ive, risk devolves to all parties involved. The specter of protracted 
regulatory proceedings, hearings and even lawsuits involves a large financial 
unknown to the State and buyer alike. 

If a consortium purchases the ICN, further friction will arise because of the necessity 
for allocation of business within the consortium. In other States, this has led to 
paralysis and lost opportunities. The State could obviously manage the regulatory 
burden as described; however, the vendors may well decide they are ill- equipped 
to manage the required assurances, and will discount the amount they will pay for 
the network by their degree of discomfort. 
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C. Option 3 - Excess Network Capacity 

This alternative could be made to work reasonably well. The primary, and significant 
advantage will be the fact that ICN has cut off and sold half of its body to "save" the 
other half, when such "spare" parts could be "hired" as leased facilities instead. 

25. What is this option's likelihood for long-term success? 

A. Option 1 - Sale of Network (No Assurances) 

Defining "success" in the broadest terms, exercising this option would result in a 
stable environment, but it would have been better if the state had directed policy from 
the start rather than build its own network. This is so because the sale price today 
will be discounted to the extent which it does not meet the vendor's needs, which are 
targeted differently than are ICN's needs. 

B. Option 2 - Sale of Network (With Assurqnces) 

The chances for long term "success" for this option are deemed to be extremely 
remote. 

C. Option 3 - Excess Network Capacity 

As previously stated, this option could be made to work reasonably well over the 
short and even mid term. Long term, it would not be ideal because of issues raised 
previously, but the administrative system would at least be stable. 
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existent, while procedures work reasonably well for mundane non-specialized tasks. 
This structure would therefore discourage innovation. 

C. Option 6 - State Ownership - Private Management 

This option may make management more responsive, but the real issue is not 
administrative costs but rather the underlying costs of the infrastructure. These costs 
cannot be met by the fee structure in place today. It is unlikely that the contracted 
management would be willing to raise prices to the point demanded by sound 
business practices. 

The effect upon users of this option would be operationally identical to Option #5. 
Over the short term, the assurances would protect existing users, but the 
implementation of advanced services would be consistently behind the curve. 

19. What positive/negative impacts would this option have on existing 
telecommunications providers? 

A. Option 4 - Private/Public Ownership 

There may well be a built-in conflict, or even a constitutional issue, regarding the 
State protecting its "partners". Two classes of vendors are created, those who are 
"in" versus those who are "out". This conflict is deemed to be irresolvable. In any 
case, both the existing users and the vendors could not help but be caught in the 
maelstrom as the vendor community and the State engage in a free-for-all slugfest. 

B. Option 5 - State Ownership - Private Operations 

Assuming that the private operator would have the authority to aggregate private 
uses of the network (otherwise, there would be no point in hiring the operator to 
perform duties currently and properly being conducted by ICN), the effect upon the 
vendors could probably be positive, although these fortunes would be subject to the 
winds and whims of changing State standards and the political climate. Presumably, 
any vendor would be free to lease capacity at any time, for arbitrary periods of time. 
However, to the extent this model works from a vendor's standpoint, it can't compete 
with Option #7, which could incorporate private management in a win-win context. 
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B. Option 5 - State Ownership - Private Operations 

Under this option, the private sector will have strong incentives to market the 
services; this is the model used in many states for short-line railroads where the 
state owns the roadbed and rails while leasing it to operating companies. With such 
a model in place, the risk to the vendor is slight. 

As previously stated, the main risk to the State under this option is lost opportunity, 
but it should also be mentioned that it is not possible to assign all financial risk to the 
operator. Ultimately, the State must carry flow-through risk for the operator's bad 
decisions if he ceases operation or becomes bankrupt. 

C. Option 6 - State Ownership - Private Management 

The same comments apply as per Option #5. 

24. Analyze this option's performance potential. Will the option work very well? 

A. Option 4 - Private/Public Ownership 

As previously stated, it is this consultant's opinion that this option will not work. 

B. Option 5 - State Ownership - Private Operations 

This option could work reasonably well with the caveats previously stated. 

G. 0f)tion 6 - State Ownership - Private Management 

This option could work reasonably well with the caveats previously stated. 

25. What is this option's likeliho'od for long-term success? 

A. Option 4 - Private/Public Ownership 

The chances for long-term success for this option are virtually non-existent. 
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STATE PUBLIC POLICY GROUP 
DES MOINES, IOWA 

IOWA COMMUNICATIONS NETWORK 
461 TASK FORCE - Study of the ICN 

MATRIX 3 - State Options 

13. What are the positive and negative impacts of this option on the state's ability to 
retain long-term capacity sufficient to meet the present and future needs of 
currently authorized users? 

A. Option 7 - State Lease to Private Companies (Competitive) 

This option has the potential to best serve existing users, while still retaining the 
investment potential of the network. Properly implemented, the ICN infrastructure 
could help attract new business to Iowa, help existing businesses expand and 
become more productive, while providing new services to the average citizen. For 
instance, the ICN could support the interconnection of community networks .offering .. 
on-line services to the home, including Internet, education, shopping, entertainment, 
and other services, all billed on a usage sensitive basis. This option would assist the 
migration from community of place to community of interest, and would encourage 
the development of virtual networks all sharing the same pipeline. 

One concern is that this option must be implemented while respecting the "content 
versus conduit" dichotomy which is appropriate to the State's role as a common 
carrier. This therefore is the "carrier's carrier" model, and accordingly, for rate-based 
LECs there is no incentive to lease from ICN as opposed to using their own capacity. 
Some modification in regulations may therefore be in order. For other carriers, 

- _however, the -::ew capacity would be a boon. 

One possible model to implement this option would be as follows: 

• Retain ICN policy board, which retains directional authority. 

• Hire integrator to aggregate private use on the network and ensure equal access. 
This function has been preformed in other states by IXCs such as AT&T. This 
integrator would report to the board. 

• Develop a Public User Committee, which would have the same status as other 
users purchasing capacity. 
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A. Option 7 - State Lease to Private Companies (Competitive) 

This option could be beneficial to all carriers, although some of the weaker ones may 
not be able to afford the price of admission. This barrier could be dealt with via a 
discount schedule, however. Also, as previously mentioned, without incentives, the 
LECs may not wish to use the ICN. 

The carriers may prefer to migrate here from Option #8. 

B. Option 8 - State Lease to private Companies (Not Competitive) 

Over the long term, this alternatiy.e is only viable as it joins the path plowed by 
Option #7. · 

C. Option 9 - State Ownership and Operation (No Changes) 

This alternative provides comfort, but means that money will have to be put into new 
·infrastructure with the threat that the State will release access to the ICN by private 
providers some time in th.e. future. Most ca,rriers are stiH smarting. over revenue lost 
to ICN in the past. · · · 

D. Option 1 O - State Ownership and Operation (No Limits) 

From the vendor's standpoint, this option would be a nightmare, and would be a 
direct threat to them. Unless some limits were set, litigation is assured. Setting limits 
makes this alternative look more like Option #7. 

20. W~at are the positive & negative impacts of this option on Iowa businesses and 
citizens? 

A. Option 7 - State Lease to Private Companies (Competitive) 

The impact to Iowa's citizens and businesses of this alternative would be almost 
entirely positive, although a short period of disruption would occur as the carriers sort 
out their business strategies. 

The possibility of litigation cannot be discounted for this ·option, since it does 
represent a paradigm shift. However, the long-term result will be a network which 
responds both to economic reality and public policy, if the administrative structure is 
properly implemented. 
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C. Option 9 - State Ownership and Operation (No Changes) 

The present risk for ICN is partly technological obsolescence, but is primarily the 
ability to raise money. The only winners under this scenario are the vendors which 
have learned to cope with the loss of ICN 's present customers. 

D. Option 10 - State Ownership and Operation (No Limits) 

ICN would assume the major risk under this proposal. There does not seem to be 
any good scenario which can be developed for this option . 

24. Analyze this option's performance potential. Will the option work ve_ry well? 

A. Option 7 - State Lease to Private Companies (Competitive) 

With the proper structure, this option has the potential to be very stable and long­
lived, especially if access is granted in incremental phases while treating all carriers 
fairly . · . . .... 

B. Option 8 - State Lease to private Companies (Not Competitive) 

Success is assured only as a migration strategy to Option #7. 

C. Option 9 - State Ownership and Operation (No Changes) 

This option will almost assuredly generate continuing deficits for ICN. 

D. Option 1 O - State Ownership and Operation (No Limits) 

This option would be jumping out of the frying pan of Option #9 into the fire. 

25. What is this option's likelihood for long-term success? 

A. Option 7 - State Lease to Private Companies (Competitive) 

Subject only to proper implementation, this option is virtually certain of success, 
defined as per the vision statement. 
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Considerations 
& Issues 

13. What are the 
positive & negative 
impacts of this option 
on the state's ability 
to retain long-term 
capacity sufficient to 
meet the present 
and future needs of 
currently authorized 
users? 

19. What positive & 
negative impacts 
would this option 
have on existing 
telecommunications 
providers? 

20. What are the 
positive & negative 
impacts of this option 
on Iowa business 
and citizens? 

23. Under this 
option, who assumes 
the risk? Is this 
entity capable of 
bearing this risk? 
Who are the 
beneficiaries of 
success? 

Entity 
Responsible 
for Analysis 

This analysis Is 
provided by 
Evans 
Associates. 
Appropriate 
Input has been 
obtained from 
other state net 
operators & 
vendors. 

STATE PUB1.. . ..- POLICY GROUP 
DES MOINES, IOWA 

IOWA COMMUNICATIONS -NETWORK 461 TASK FORCE 
Matrix 1 - Sale Options 
EVANS ASSOCIATES 

Option 1 
Sale of the Network 

(No Assurances) 

POSITIVE ASPECTS: Outright Sale 
of the ICN network wll/ add a 
potentially huge Inventory to th.e 
fiber resources employed by 
Iowa's te/com vendors, Increasing 
/ow-cost lease opportunities. 
NEGA T/VE ASPECTS: There Is no 
assurance that additional capacity 
will not be "warehoused" for . 
competitive benefit. Rating: 3 

POSITIVE: Advantageous to 
affluent LECs & Cable-TVs to by­
pass IXCs after deregulation. 
NEGATIVE: Would certainly lead 
to consolidation & sale of small 
te/cos & Cables with market 
disruption. Rating: 5 

POSITIVE: Potential to recoup the 
majority of the ICN Investment . . 
NEGATIVE: Timing of outright sale 
Is disadvantageous. Most gov't & 
business use (and profits) from . 
wideband applications are In the 
future. Rating: 4 

Risk Is entirely with the ICN. Sale 
price will reflect today's lease 
opportunities, rather than future 
value as usage of advanced 
telcom applications Increases. ICN 
users will be forced to buy back 
capacity In the future. This risk ls 
sustainable, however, only the· . 
Investment opportunity Is lost to 

Option 2 
Sale of Network 

(With Assurances) 

POSITIVE ASPECTS: Would 
provide uninterrupted educational 
service In the short term. 
NEGATIVE ASPECTS:Reduces 
sale price for /CN and would result 
In ongoing hearings & regulatory 
actions by the utilities board. 
Ultimately, this option Is 
Indistinguishable from outright 
sale. Rating: 2 

POSITIVE: Allows the larger LECS 
to Increase capacity & Cables to 
extend service areas. 
NEGATIVE: Additional regulatory 
burden represents large unknown 
& eliminates most small carriers. 
Rating: 2 

POSITIVE: Potential to realize a 
small Immediate return on the ICN. 
NEGATIVE: Provisions could not 
be made for applications not 
definable today, especially those 
relating to community video, data 
and voice networking. Rating: 2 

Risk Is equally divided between 
ICN and the buyer. If buyer Is a 
single entity, resources will be 
needed for state oversight. If 
buyer Is consortium, Internal 
allocation w/11 be required. The 
state and ICN wlll require 
resources for oversight. While 
manageable, this system contains 

Option 3 
Sale of Excess 

Network Capacity 

POSITIVE ASPECTS: Provides 
additional Income while 
''protecting" existing users. 
Allows multiple vendor 
purchases. 
NEGATIVE ASPECTS: Requires 
an expensive upgrade to be 
practical, since some trunking 
capacity will be lost. ICN loses 
bandwidth. Rating: 5 

POSITIVE: Potentially LEGS, 
Cables & IXCs compete for 
capacity for today's needs. 
NEGATIVE: Apportioning 
shared switches & MUXES; 
smaller telcos disadvantaged 
by "lottery." Rating: 6 

POSITIVE: Reserved network 
for developing educational and 
community applications; also 
expanded business capacity. 
NEGATIVE: Loss of Increased 
future capacity. Rating: 7 

Risk Is divided 75% to the State 
and 25% to the buyer(s). 
Governance Issues are evident 
with respect to common 
equipment. Vendors may not 
need additional capacity now, 
but they could carry that risk; 
ICN's lost capacity may be 
harder to bear. Advantage of 



Entity 
Considerations Responsible 

& Issues for Analysis 

13. What are the 
posit ive & negative 
impacts of this option 
on the state's ability 
to retain long-term 
capacity sufficient to 
meet the present 
and future needs of 
currently authorized 
users? 

19. What positive & 
negative impacts 
would this option 
have on existing 
telecommunications 
providers? 

20. What are the 
positive & negative 
impacts of this option 
on Iowa business 
and citizens? 

23. Under this 
option, who assumes 
the risk? Is this 
entity capable of 
bearing this risk? 
Who are the 
beneficiaries of 
C, I ll"f'OC,c,? 

STATE PUBLIC POLICY GROUP 
DES MOINES, IOWA 

IOWA COMMUNICATIONS :NETWORK 461 TASK FORCE 
Matrix 2 - Public/Private Options 

EVANS ASSOCIATES 

Option 5 
Option 4 State Ownership 

Private/Public Ownership Private Operations 

POSITIVE: Public Input would be POSITIVE: This model allows the 
r,reserved In the setting of network state to set po/Icy concerning 
cperatlons and extension po/Icy.· service to ICN users present and 
NEGATIVE: Points of view and future. 
missions of pub/Jc and private NEGATIVE: In order to attract an 
entitles are fundamentally different, appropriate Integrator, a large 
leading to high probability of portion of decision-making would 
conflict. Resolution procedures be delegated. Risk Is not so easily 
could be protracted and costly. delegated; Integrator could leave 
Ratlng:5 state. Rating: 7 

POSITIVE: Provides mandatory POSITIVE: Provides access to 
forum for the effective Interchange ICN's resources by vendors. 
of state/vendor Issues. NEGATIVE: Uncertainty over 
NEGATIVE: Resources needed to consistent long-term State policy 
reach consensus. Creates vendor and oversight wlll make this a 
class that Is "In" and those "out"~ risky proposition ("squeeze play" 
reducing competition. Rating: 4 by users and owners). Rating: 4 

POSITIVE: Presumably, would POSITIVE: Day-to-day operations 
provide opportunity to receive of the network would be fairly 
Income from network, reducing responsive to user's needs. 
costs and/or taxes. NEGATIVE: State would probably 
NEGATIVE: Difficult-to-access 1/mlt the authority of the operations 
management structure would be manager to extend JCN & Increase 
non-responsive. Rating: 4 capacity, slowing growth. Rating: 5 

Risk Is assumed by all parties: All risk could not be assigned to 
JCN, the State, the vendors In th(J the private operator or Integrator. 
partnership and those outside. Ultimate responslblllty remains 
Whlle management of the risk by with JCN and the State. ICN can 
all entitles Is possible, there are carry the risk; the real loss will be 
few If any scenarios leading to _ the opportunity to use the power 
highly successful operation. Rating of the private sector to drive 
d httclnocc <>nnlll"<>fl,, "" o~nn,. • J:: 

Opt ion 6 
State Ownership 

Private Management 

POSrTIVE: Polle/es, oversight 
and high-level decision 
making stay with JCN. Day-to-
day operations load Is 
reduced. 
NEGATIVE: Does not address 
core Issues of new users or 
sources of Income. Places a 
layer between user & ICN tor 
trouble reporting. Rating: 7 

POSfTIVE: Clearly defined role 
tor the network manager 
reduces risk. 
NEGATIVE: Consortium can 't 
be manager; carriers with 
Inter-op agreements benefit at 
expense of others. Rating: 6 

POSITIVE: Minimal changes In 
the /CN policies, overall good 
response to user requests 
(required by contract). 
NEGATIVE: Use by businesses 
& community networks may 
face challenge. Rating: 7 

There Is some additional 
financial risk due to hiring an 
additional administrative layer. 
The resulting structure may 
well be non-responsive to the 
future needs of the 
communities and the State 's 
...... _, ______ M-.a.1-- . "T 



Entity 
Considerations Responsible 

& Issues for Analysis 

13. What are the 
positive & negative 
impacts of this option 
on the state's ability to 
reta in long-term 
capacity sufficient to 
meet the present and 
future needs of 
currently authorized 
users? 

19. What positive & 
negative impacts would 
this option have on 
existing 
te lecommunications 
providers? 

20. What are the 
positive & negative 
impacts of this option 
on Iowa business and 
citizens? 

23. Under th is option, 
who assumes the risk? 
Is this entity capable of 
bearing this risk? Who 
are the beneficiaries of 
success? 

STATE PUBL,v POLICY GROUP 
DES MOINES, IOWA 

IOWA COMMUNICATIONSNElWORK 461 TASK FORCE 
Matrix 3 - State Options 
EVANS ASSOCIATES 

Option 7 Option 8 Option 9 
State Lease to Private State Lease to Private State Ownership and 

Companies (Competitive) Comp·anies (Not Competitive) Operation (No Changes) 

POSITIVE: State retains POSITIVE: Avoids POSITIVE: Model 
control of bandwidth Immediate conflicts with already exists, 
and gets advantage of vendo_rs; maintains operations structure Is 
Improving technology. pubNc/prlvate dichotomy. In place. 
ICN can direct NEGATIVE: Has severe NEGATIVE: Lost 
expansion and policy. lmpllcatlons concerning opportunity to develop 
NEGATIVE: High separation of content and new business and 
governance load, but conduit providers. Who community-based 
could be offset by new define public or educational applications. Rating: 5 
Income. Rating: 9 use?Ratlng: 7 

POSITIVE: Vendors POSITIVE: Allows usage of POSITIVE: Continued 
have opportunity to new capacity and new predlctablllty at the 
Increase capacity with extensions within the State level. Vendors 
short lead time. present operational model. can concentrate on 
NEGATIVE: Limited NEGATIVE: Te/co users . Federal deregulation. 
use unless BUSINESS subject to "bumping" If NEGATIVE: Lost 
RESTRICTIONS ARE another carrier provides capability for fast 
REMOVED. Rating: 7 service. Rating: 6 expansion. Rating: 7 

POSITIVE: Near-term POSITIVE: Minimizes POSITIVE: Continued 
avallablllty of wide- disruption period as focus on education 
bandwidth services at vendors package new obeys mission 
competitive prices. services. statement. 
NEGATIVE: Access NEGA.TIVE: Not compliant NEGATIVE: ICN Is 
may be arbitrarily with new "hands off" underutilized & 
limited. Rating: 8 model. Rating: 7 undeveloped. Rating: 4 

Risk Is assumed by the Risk Is shared by Te/cos, Risk Is assumed 
private telcos & cables Cables & ICN, who must entirely by ICN. With 
who must anticipate substitute public policy for time, Increased vendor 
demand. These are economic direction. Some capacity w/11 make ICN 
familiar business routes w/11 be underutlllzed, obsolete, along with Its 
decisions, and are wasting resources. investment, an In-
manageable for larger Rating: 6 tolerable risk. Rating: 1 
comoanl~s. Ratlnn~ 7 

Option 1 O 
State Ownership & 

Operation (No Limits) 

POSITIVE: All control 
and Income with the 
pub/Jc sector. 
NEGATIVE: Vendor 
conf/lct certain. Private 
sector feed-back path 
nearly non-existent, 
leading to Isolation, 
non-responsiveness & 
Income loss. Rating: 4 

POSITIVE: Maximum 
expansion opportunity 
for competitive 
advantage. 
NEGATIVE: Smaller 
Te/cos and Cables may 
be adversely affected. 
Rating: 7 

POSITIVE: Add new 
uses to Improve 
business climate. 
NEGATIVE: Operational 
and legal challenges 
difficult to handle. 
Rating: 7 

Risk Is assumed 
primarily by /CN, with 
many marginal carriers 
threatened, at least In 
the short term. Long 
term, ICN must 
compete with seasoned 
•'-'- - - -•·-· -



ICN TASK FORCE CONSULTANT CONSENSUS 
MATRIX 

EVANS ASSOCIATES 

Evans Associates has submitted the ICN matrix to five industry consultants for their comments and votes. The combined tabulation is as follows , with ..!.Q being the 
maximum score per cell: 

OPTION 1 2 3 4 5 6 7 8 9 10 

State State 
Own State State Lease State -

Sale· No Sale• Excess Pub-Pri Private Own Lease (not No No 

# Issue Item Protection Protection Capacity Partnership Ops Private Mgt. (compt) compt) Change Restrctns 

13 Users 4 5 6 5 7 7 8 9 10 8 

19 Existing Carriers 8 7 9 5 8 7 7 6 5 2 

20 Public 6 4 7 3 4 5 8 7 4 5 

23 Risk to State 6 7 8 5 6 7 8 7 3 1 

24 Perform 5 3 7 1 7 8 9 6 3 5 

25 Long-term Success 4 3 5 2 6 7 8 7 4 3 

T SV Total 33 29 42 21 38 41 48 42 29 24 

Ranked 2 3 1 2 



HUG 09 '95 11 :12AM FEMA REGION 7 RDO 

Federal Emergency Management Agency 

Ms. Ellen Gordon 
Adminiatrator 
Emergency Management Division 
Hoover State Office Building 
Level A. Room 29 
Des Moines. Iowa 50319 

Ow Ms. Gordon: 

Region VII 
911 W&lnut Street, Room 300 

K1n111 City, MO 64106 

JLt 2 I 1995 

Per your request of July 14, 199S, the Region has reviewed the Federal funding of the 
ST ARC Armory Complex and the In-Kind Match used to match federal funding. As a 

P.2 

result of this analysis,. we have conc~uded that the federal allocation and In-Kind match on . 
the ICN amounts to $3,905,000. This information ha1 been tabulated on the enclosed table.· 

If you have any questions concerning this matter, pleue contact Mr. Steven M. Tillman, 
P.E., Emergency Operations Center (EOC) Program Manager at (816) 283-7096. 

Enclosure 

Sincerely, 

ea . 1rector 
Preparedne , raining and 

Exercises Division 



ober 9 , 1 99 0 a nd Oc tober ll , 1990 
e 3 

~OC structure will be designed to the f ollowing c r i teria : 

liQ.c~gar _Blast Shock 
s ·eismic 
Radiation Protection Factor 

3-4 psi 
UBC Zone 1 
100 

was guesstimated that the extra structural cost may amount to one 
:cent (1%) or less of the total project. Since the survival of the 
: in a disaster situation is central to its mission, all agreed on 
?Se parameters for design. The structural engineer should monitor 
ructural detailing and design, and advise the USER's if resultant 
ticipated construction costs appear to be significantly exceeding 
e guesstimate. Consulting services regarding nuclear protection 
ctor will be provided to the A-Eby FEMA and State EOC (Division 
Disaster Services) at no charge. Dick Bartel requested that early 

awings and sections be submitted to him so that he could advise on 
ditions required or reductions possible . 

. e addition of blast and seismic criteria will require additional 
,il borings. The borings are necessary to help determine if any 
.nd lenses or other soils, which may liquify in a blast or seismic 
'ent, are present in the SEOC construction area. Costs of these 
>rings was estimated at $2,500 to $3,000. 

>l. Peterson indicated this project (STARC Armory) may be funded as 
l add-on to the fiscal '91 budget. In that event, he would need 
Lnal approved plans for STARC complex by July 1, 1991. Doug said 
1at _the A-E needed a go ahead by November 1, or the July l deadline 
:>Uld be unattainable. (This s·chedule als{) assumes review time 
rames of 2 to 3 weeks.) 

~l. Rogers expressed interest on the part of IANG in including full­
ime inspection of the project as part of the A-E Services. It was 
greed that this would include full-time observation of the project 
ith appropriate professionals on call to observe important installa­
ions and procedures at the site. Col. Rogers also indicated that 
his item will probably be negotiated back into the STARC contract. 

oug indicated the A-E would be putting together a "ball park" cost 
.stirnate on the SEOC based upon the SEOC criteria as revised by this 
1eeting. If the project still exceeds ·$5 million, cuts will be made 
;o that the project designed will not exceed $5 million. Cuts made 
,y the A-E to meet this goal will be completed with the advice of the 
fSER, FMO, and co. It was also decided that Spectr Associates would 
>rovide a new room-by-room listing of minimum acceptable construction 
.evels and a desirable finish work level in a ranking format for adds 
:o the bid process. 

1inutes to . the two sessions of the criteria Review Conference will 
Je combined and discussion items will be reduced to key points and 
iecisions. This conference memo, once approved, will modify the SEOC 
iesign criteria. 



NGB-AQ (5) 

DEPARTMENTS OF THE ARMY ANO THE AIR FORCE 
NATIONAL GUARD BUREAU 

5109 LEESBURG PIKE, FALLS CHURCH, VIRGINIA 22041-3201 

MEMORANDUM FOR USPFO FOR IOWA 

31 MY 1994 

SUBJECT: Modification P0000 l to the Master Cooperative Agreement for Advanced Modeling and 
Simulation DAHA13-94-H-3002 

l. The above subject Modification P0000l to the Master Cooperative Agreement for Advanced 
Modeling and Simulation DAHA13-94-H-3002 is approved. 

2. This approval becomes part of the Cooperative Agreement files . 

3. POC for this matter is Dr. Thomas H. Kennedy, DSN: 289-4918 or COMM: (703) 756-4918. 

FOR THE CHIEF, NATIONAL GUARD BUREAU: 

Encl 
as 

_-.--id!.~~ 
MICHAEL G. 
Lieutenant Colonel, GS 
Principal Assistant Responsible 

for Contracting 



USPFO 

DEPARTMENTS OF THE ARMY AND THE AIR FORCE 
NATIONAL GUARD BUREAU 

OFFICE OF THE U.S. PROPERTY & FISCAL OFFICER FOR IOWA 
CAMP DODGE. 7700 NW. BEAVER OR . 

JOHNSTON . IOWA 50131 -1902 

MEMORANDUM FOR SEE DISTRIBUTION 

2 May 1994 

SUBJECT: Advanced Modeling and Simulation Cooperative Agreement DAHA13-94-H-3002 

Enclosed is a copy of the approved Cooperative Agreement DAHA13-94-H-3002 
which has been finalized contingent upon the change of the Cooperative Agreement 
number :rem DAHA13-94-H-1010 to DAHA13-94-H-3002 as stated in NGB-AQ memorandum 
dated 26 April 1994. This office has made this agreement number change on the 
:inal attached document. 

SNCL 

DISTRIBUTION: 
AGIA-CSAR 
AGIA-FAC 
AG IA-COMP 
AGIA-SJA 
USPFO-P&C 

~-~ S:2 
JAMES E. MCCULLOUGH 
Colonel, NGB 
USPFO for Iowa 

-



DEPARTMENTS OF THE ARMY ANO THE AIR FORCE 
NATIONAL GUARD BUREAU 

OFFICE OF THE U.S. PROPERTY & FISCAL OFFICER FOR IOWA 
CAMP DODGE. 7700 N .W . BEAVER OR 

JOHNSTON . IOWA 50131 -1902 

USPFO l April 1994 

MEMORANDUM FOR Chief, National Guard Bureau, ATTN: NGB-AQ (Dr. Kennedy) 2500 
Army Pentagon, Washington, D.C. 20310-2500 

SUBJECT: Iowa National Guard Advanced Modeling and Simulation Cooperative 
Agreement 

l. Transmitted herewith is a signed and certified copy of the Iowa National 
Guard Advanced Modeling and Simulation Cooperative Agreement. 

2. Forwarded fer your review and approval. 

Encl 
FY-94 Agreement 

JAMES E. MCCULLOUGH 
Colonel, NGB 
USPFO for Iowa 



Fiber-Optics I-1 -

ARTICLE I - SCOPE, PURPOSE AND AUTHORJITY 

Section 101. General. 

a . The National Guard Bureau (NGB) as agent for Advanced Research Project Agency (ARP A) and 
the State have entered this Cooperative Agreement (CA) to establish the terms and conditions applicable to the 
contribution of NGB funds or in-kind services for the activities enumerated herein. 

b. Except for funds, equipment, supplies, personnel, or training acquired, supplied, assigned or 
provided directly by NGB for the operation of the State Army and Air Nation.al Guard under other applicable 
statutes and regulations, this CA includes all terms and conditions, and funding r1:lated to NGB's contribution for 
the activities of the Army and Air National Guard within the State contained in the Appendices. 

c. By Congressional direction, Research and Development funding is 
provided through this CA from ARP A through NGB to the Iowa Department of Public Defense - Military Division 
to determine and exploit the potential of interactive communication or improvement in the technology, materials, 
processes, methods, devices or techniques and is an attempt to advance the state-of-the-art in the demonstration of 
connectivity among State and local governments which will assist in the establishment of connections between the 
Defense Simulation Internet (OSI), State Fiber optic infrastructure, and National Guard Sites within the State of 
Iowa . 

d. For the purposes of this Congressionally directed program, an exception is granted authorizing 
Federal funds as provided by National Guard Bureau and Advanced Research Projects Office to be contributed to 
those National Guard Facilities which are not carried as 100% Federally supported on 
the Facilities Inventory and Stationing Plan. 

e. 

Section 102: 

The attached Appendix is integral to this CA. 

Scope of Sen-ices. 

The scope of activities is contained in the Appendix. 

Section 103. Performance Specifications. 

The State's performance specifications are contained in the Appendixes. 

Section 104. Authority. 

a. The State owns, licenses, operates. or maintains military facilities necessary for the performance 
o f the State and Federal mission of the State Army and Air National Guard. Title 32 U.S.C. §§ 106 and 107 
authorize the NGB to contribute funds for the support of the State and Federal mission of the State Anny and Air 
National Guard. 

b. This CA is a Cooperative Agreement within the meaning of 31 U.S.C. §§ 6301-6308. 

DAHA13-94-H-3002 



Fiber-Optics 

Section 207. Grants Officer. 

II-2 

Grants Officer (GO) shall mean an individual appointed by the NGB, Head of Contracting Activity (HCA) 
authorized to provide approvals, receive reports, modify or change the terms of this CA, provide funds under the 
CA or take any other action for NGB under this CA except for deciding any app,eal of a dispute under this CA as 
provided in Section 1103 and any other action delegated to a specific person by this CA or Appendix. 

Section 208. Grants Officer Representative. 

Grants Officer Representative (GOR) means a representative of the Grants Officer acting within the limits 
of his or her authority as delegated, in writing, by the Grants Officer. 

Section 209. Military Equipment. 

Military Equipment is any equipment issued to a State pursuant to applicable military regulations and 
accounted for by the State and USPFO. 

Section 210 . Military Supplies. 

.\filitary Supplies are any supplies issued to a State pursuant to applicable military regulati~ns and accounted 
for by the State and the USPFO. 

Section 211. National Guard Bureau. 

The National Guard Bureau (NGB) is a Joint Bureau of the Department of the Army and the Department 
of the Air Force, headed by a chief who is the advisor to the Army Chief of Staff and the Air Force Chief of Staff 
on National Guard matters. The National Guard Bureau is the channel of communication between the departments 
concerned and the several States, Territories, Puerto Rico, and ~e District of Columbia, on all matters pertaining 
to the National Guard, the Army National Guard of the United St.ates, and the Air Nat1onal Guard 6{ the United 
States (10 U.S.C. § 3040). 

Section 212. Operation and Maintenance Activities. 

Operation and Maintenance (O&M) Activities mean and include, but are not be limited to actions by the 
State, through employment by the State, by contract or hire, of sufficient personnel, acquisition by contract of 
supplies or services, or other necessary actions, to perform the services, tasks, oir activities within the scope of this 
CA which are properly charged to an Operations and Maintenance appropriation. 

Section 213. State. 

State means any of the states of ~e United States, the District of Columbia, the Commonwealth of Puerto 
Rico, and each territory and possession of the United St.ates, including their political subdivisions, counties, 
municipalities, cities, towns, townships, local public authorities and tax-supportt~ agencies. 

Section 214. Supplies. 

For the purposes of 32 CFR 33 .33, supplies means any supplies purchased for the performance of this CA 
that are not "military supplies. " 

Section 215. Territory. 

DAHA 13-94-H-3002 
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ARTICLE III - OBLIGATIONS OF THE PARTIES 

Section 301. Obligations of the State. 

a . The State shall exercise its best efforts to execute. supervise and manage all activities or projects 
of the AJvanced Modeling and Simulation program in a sound efficient manner according to the terms, conditions 
and spec1 fi cations of this CA. 

h. For those State Army and Air National Guard activities funded pursuant to this CA, the State shall 
exercise its best efforts to operate the State Army and Air National Guard in a sound and efficient manner 
according to the terms, conditions and specifications of this CA. 

c. The State·s obligations are contingent upon the NGB funding of this CA in each fiscal year as 
provided in Article IV . 

Section .302 . Obligations of NGB. 

a. NGB shall reimburse the State for the allowable costs incurred in performance of this CA 
according to with the terms and conditions for such reimbursement set forth herein. 

h. Whenever the terms of this CA provide for approval by NGB, such approval will not be 
unreasonahlv withheld. .-\ny request for such approval shall be considered and acted upon by NGB in a timely 
fashion. 

c. NGB shall provide the following in-kind assistance to the State: NGB shall assist the State in the 
execution of this agreement by procurement of classroom televideo conferencing equipment sets. This equipment 
shall be managed and accounted for in accordance with Section 1001 to this agreement. 

d. The obligations of NGB are subject to the availability of Federal funds for the CA and the State's 
funding contribution for its share of the costs of this CA. 

DAHA13-94-H-3002 
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Section 405. Limitation on the Availability of Funds for State For State Obligation. 

a. Funds provided by NGB under this CA for any Fiscal Year are available for obligation (as the term 
"obligation" is defined in 32 CFR 33.3) by the State only in that Fiscal Year. 

b. In addition to any other provision of this CA pertaining to the allowability of costs, costs arising 
from obligations by the State may be reimbursed only with funds provided under this CA for the Fiscal Year in 
which the obligation was made. If such funds are completely exhausted, then current funds from a subsequent fiscal 
year may be used. 

c. If any funds provided by NGB under this CA are available for obligation by the State for more 
than one Fiscal Year, the limitation on availability of funds for State obligation shall be as provided in Paragraphs 
a. and b. for the Fiscal Years for which such funds are available. 

DAHA 13-94-H-3002 
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c. Unless otherwise specifically provided in this CA. the St.ate shall report all program income to 
NGB the amount of such income shall be credited against the total requirements listed in the approved Activity 
Budget of this CA. 

D AHA 13-94-H-3002 
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ARTICLE VII - GENERAL PROVISIONS 

Section 701. Tenn of Agreement. 

Unless sooner terminated by its terms. this CA shall terminate on 30 September, 1998. 

Section 702. Sole Benefit. 

Th.is CA is intended for the sole benefit of NGB and the St.ate and is not intended to create any other 
beneficiaries. 

Section 703. Amendment. 

This CA may be amended only by a written instrument signed by the parties hereto. Appendices may be 
amended separately. However, no Appendix amendment may modify this CA by reference. 

Section 704. Successors and Assigns. 

This CA may not be assigned by a party without the express written consent of the other party. All 
..:oven:ints made under this CA shall bind and inure to the benefit of any successors and assigns of the parties 
·.\·hether or not expressly assumed or acknowledged by such successors or assigns. 

Section 705. Entire Agreement. 

This CA forms the entire agreement between the parties as to scope and subject matter of thls CA. All 
prior discussions and understandings concerning such scope and subject matter are superseded and incorporated by 
this CA. 

Section 706. Severability. 

If any provision of this CA is held judicially invalid, the remainder of the CA shall continue in force and 
effect to the extent not inconsistent with such holding. 

Section 707. Waiver of Breach. 

If a party waives enforcement of any provision of this CA upon any event of breach by the other party, 
such waiver shall not automatically extend to any other or future events of breach. 

Section 708. Notices. 

Any notice, transmittal, apprnval, or other official communication made under this CA shall be in writing 
and shall be delivered by hand, facsimil~_ transmission, or by mail to the other party at the address or facsimile 
transmission telephone number set forth below or at such other address as may be later designated: 

NGB: 

STATE: 

DAIIA13-94-H-3002 

JAMES E. MCCULLOUGH, Colonel, NGB, USPFO FOR IOWA 
7700 NW Beaver Drive, Johnston, Iowa 50131-1902 
Fax 515-252-4617 

WARREN G. LAWSON. MG, ADJUTANT GENERAL OF IOWA 
7700 NW Beaver Drive, Johnston, Iowa 50131-1902 
Fax 515-252-4578 



Fiber-Ootics VII-3 

Section 715. Office of Primary Responsibility. 

a. The Office of Primary Responsibility for this CA is the Army National Guard Information Systems 
Directorate /NGB-AIS) . 

b. The Director, NGB-AIS, for the purposes of this agreement, is a designee of the Chief, National 
Guard Bureau, and is the individual authorized to make final approval of this agreement and modifications thereto 
and to take any other action on behalf of NGB as specifically reserved under this agreement. 

c. Once approved, a copy of the approved Agreement shall be forwarded to the Acquisition 
Directorate. Office of Cooperative Agreements, National Guard Bureau. 

Section 716. 28E Agreement 

Chapter 28E Code of Iowa provides that agencies of State Government may contract among themselves 
and the United States to make more efficient use of their powers enabling them to provide joint services and 
facilities and to cooperate in other ways of mutual advantage. 

DAHA13 -94-H-3002 
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b. The Final Rule, Government-Wide Requirements for Drug-Free Workplace tGrants), issued by 
the Office of Management and Budget and the Department of Defense (32 CFR Part 280, Subpart f) to implement 
the provisions of the Drug-Free Work Place Act of 1988 is incorporated by reference and the State covenants and 
agrees to comply with all the provisions thereof, including any amendments to the Final Rule that may hereafter 
be issued. 

Section 806. Environment.al Protection. 

a. The State agrees that its performance under this CA shall comply with: the requirements of Section 
114 of the Clean Air Act (42 U.S.C. § 7414) and Section 308 of the Federal Water Pollution Control Act (33 
U.S.C. § 1318), that relate generally to inspection, monitoring, entry reports, and information, and with all 
regulations and guidelines issued thereunder; the Resources Conservation and Recovery Act (RCRA); the 
Comprehensive Environmental Response, Compensation and Liabilities Act (CERCLA); the National Environmental 
Policy Act (NEPA); and any applicable Federal, State or Local environmental regulation. 

b. The State shall insure that no facility used in its performance under this CA is listed on the 
Environmental Protection Agency (EPA) list of violating facilities pursuant to 40 CFR Part 15 without the 
concurrence of NGB. The State shall notify NGB of the receipt of any communication from EPA indicating that 
a facility to be or being used in its performance under this CA is under consideration for listing on the EPA list of 
\·iolating facilities. 

c. For the purposes of this section, NGB agrees that the State's obligations in Paragraphs a. and b. 
of this section above shall not apply to any armory, base, training site, or other facility or portion thereof, the 
operation and maintenance of which is funded under this CA, that is currently, listed as a violating facility, on the 
effective date of this CA, pursuant to 40 CFR Part 15; nor, shall such listing be the basis for NGB's termination 
for cause of this CA or for NGB's disallowance of any cost otherwise allowable under this CA. Subject to the 
availability of funds, the State and NGB agree to cooperate to remediate, as expeditiously as possible, any facility 
the .operation and maintenance of which is within the scope of this CA, the condition giving rise to the listing of 
any such facility as a ~iolating facility according to applicable statutes, regulations, or other agreements. 

Section 807. Use of United States flag Vessels. 

The State agrees to comply with 46 U.S.C. § 1241(b) and regulations issued thereunder (46 CFR Part 381) 
as follows: 

a. To use privately-owned United States flag commercial vessels to ship at least 50 percent of the 
gross tonnage (computed separately for dry bulk carriers, dry cargo liners, and tankers) of any equipment, materials, 
or commodities that are both (1) procured, contracted for, or otherwise obtained with funds made available by NGB 
under this CA, and (2) transported by ocean vessel, to the extent such vessels are available at fair and reasonable 
rates; 

b. To furnish within 20 working days following the date of loading for shipments originating within 
the United States or within 30 working days following the date of loading for shipments originating outside the 
United States, a legible copy of a rated, "on-board" commercial ocean bill-of-lading in English for each shipment 
of cargo described in paragraph (a) above to both NGB and to the Division of National Cargo, Office of Market 
Development, U.S . . Maritime Administration, Washington, D.C. 20590; and, 

c. Subject to existing contracts. to insert the substance of the provisions of this section in all contracts 
issued rursuant to this CA, and to cause such provisions to be inserted in all subcontracts issued pursuant to this 
CA, where the contract or subcontract is for $100,000 or more and where there is a possibility of ocean 
transportation of procured equipment or materials. 

DAHA 13-94-H-3002 
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ARTICLE X - PROPERTY 

Section 1001. Equipment. 

The State shall account for and manage equipment acquired by the State under this CA and equipment 
provided by NGB for performance of this CA as provided for in 32 CFR § 33.32. 

Section 1002. Supplies. 

The State shall account for and manage supplies acquired by the State under this CA and supplies provided 
by NGB for performance of this CA as provided for in 32 CFR § 33.32. 

Section 1003. Military Equipment and Supplies. 

Notwithstanding Sections 1001 and 1002 above, use and disposition of military supplies and equipment 
issued to the State pursuant to applicable military regulations shall be according to such regulations. Nothing shall 
prevent the State from using such issued equipment or supplies in performance of this CA. The State shall be 
responsible for separately accounting for military equipment and supplies used in performance of this CA according 
to existing military accounting systems and procedures. 

DAHA 13-94-H-3002 
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ARTICLE XIl - LEGAL AlITHORITY 

Section 1201. Legal Authority. 

The State represents and warrants that it is under no existing or foreseeable legal disability that would 
prevent or hinder it from fulfilling the terms and conditions of this CA. The State shall promptly notify NGB of 
any legal impediment that arises during the term of this CA that may prevent or hinder the State's fulfillment of 
its obligations under this CA. 

Section 1202. Opinion of Counsel. 

Concurrent with its execution of this CA, the State shall furnish an opinion of counsel by the highest legal 
officer of the State, or his or her designee, that: 

a. The State has the requisite authority to enter into this CA; 

b. The State can make the warranty set forth in Section 1201; 

c. The State is empowered to assume the responsibilities and obligations the State proposes to 
undertake under this CA; 

d. The provisions of the CA intended to secure the interests of NGB are enforceable according to 
their terms; 

e. The execution of this CA has been duly authorized; and, 

f. That the individual signing this CA on behalf of the State has the requisite legal authority to bind 
and obligate the State . . 

D AHA 13-94-H-3002 



GENERAL: 

APP-1-1 

APPENDIX 1 
IOWA NATIONAL TELEVIDEO COMMUNICATIONS NETWORK 

STATEMENT OF WORK 

Design and build a Fiber-Optics network that provides full motion interactive video classroom fully 
compatible with other Iowa Communication Network: classrooms, desktop in.teractive video conferencing(dial-up 
point to point), voice, and data transmission to Iowa National Guard facilities. 

DEFINITIONS: 

Iowa National Guard Televideo Communications Network. Iowa National Guard Televideo 
Communications Network is defined as a fiber-optics networked, full motion interactive video, voice, and data 
transmission system connected to Iowa National Guard Facilities through the Iowa Communications Network. 

Iowa Communications Network. The Iowa Communications Network (ICN) is a shared, statewide 2,800 
mile SONET (Synchronized Optical Network) designed to offer a wide range of voice, data and video services to 
schools, libraries, state agencies, and other eligible public service entities. It will include three satellite 
uplink/downlink points of access and multiple microwave access points. It will also have the capability of 
connecting to all interchange carriers and local telephones throughout Iowa. 

Defense Simulation Internet. Functions as a high capacity network: test bed supporting a full spectrum of 
war fighting simulation interoperatility activities, in order to expand the commercial networking technology base 
available for defense modeling and simulation, and to develop an experience base, including required standards, for 
expanded Department of Defense use of distributed warfighting simulation. 

Maintenance. The day-to-day periodic or scheduled work required to preserve a real property facility in 
such condition that it may be _effectively used for its designated purpose. This includes work undertaken to prevent 
damage to a facility that othexwise would be more costly to restore, and work to sustain existing components such 
as renewal of disposable filters , painting, caulking, refastening loose siding and sealing asphalt pavement. 

Repair. The restoration of a real property facility to such a condition that it may effectively be used for 
its designated functional purpose. Repair may be overhaul, reprocessing, or re:placement of deteriorated component 
parts or materials. 

~inor Construction. The erection, installation, or assembly of a n,ew facility; the addition, expansion, 
extension. alteration, conversion. or replacement of an existing facility; or 1lhe relocation of a facility from one 
installation or location to another. This includes equipment (not furniture) installed and made a part of facilities 
and related site preparation, excavation, filling and landscaping, or other land improvements. Project cost cannot 
exceed the statutory ceiling, currently $300,000. 

BUDGET: 

Army Management Structure Codes (AMSCOs). AMSCOs are the official Army framework or common 
language for interrelating programming, budgeting, accounting, and manpower control through a standard 
classification of Army activities and functions. The charges to the CA are: 

DARA 13-94-H-3002 
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system. The first people hired will be assigned to state headquarters to write :their job descriptions and those for 
the personnel to be hired at the Brigade and Battalion locations. 

<l . Task 4. Install the System in the following order. 

(1) Install satellite equipment with capability on the one way video two way audio and two 
way interactive video conferencing. 

(2) Install the fiber-optics cable from the county point of presence to the armories in priority 
set by Task 2 in accordance with (IA W) plan established in Task 2. 

(3) Terminate the Fiber and get an analog signal in the Armories based on priorities set in 
Task 2. 

(4) Install voice and data transmission an the network: is installed based on priorities set in 
Task 2. 

(5) Install the basic classroom sets as the network is installed based on priorities set in Task 
1. 

(6) Install experimental devices (for example - A TM, Desktop Video and· simulators). 

(7) Based on current budget estimates, it is anticipated that 57 sites can be completed. 
However, if actual costs are significantly higher, low priority sites may not be installed. 

e. Task 5. Establish long term maintenance agreements, purchase and maintain a repair parts 
inventory. 

FURNISHED DATA/PROPERTY: 

a. The State of Iowa General Service Division will provide ICN documentation to include Phase I 
& II system design, as builts, maps and right-of-way information. 

b. The Iowa National Guard will provide to the contract personnel at the site: office space, desks, 
chairs, telephones, general office supplies, storage space for tools and test equipment, AC power outlets for tools 
and test equipment, and access to paper copier and telefacsimile service at Camp Dodge or Installation sites. 

PERIOD OF PERFORMANCE: Twenty-four (24) months beginning 1 October 1993. 

DELIVERABLE PRODUCTS AND SCHEDULE: 

a. Preliminary engineerin!{_review (Task 1). Thirty (30) days after approval to start work. 

b. Final plan and system design with priority of work (Task 2). Sixty (60) days after approval. 

c. Hiring of all personnel completed (Task 3). One hundred and. twenty (120) days after approval. 

<l. Install with first classroom operational (Task 4). One hundred and twenty (120) days after 
approval. 

e. Install with last classroom operational and all voice and data operational (Task 4). Nine (9) months 
aiter approval. 

DAHA13-94-H-3002 



...... ~ .. ...,,,...,_ _, ... ...,,, 
April 22, 1994 

•• . ...,....,. 
Dear State Telephone .\ssociation Executive: 

ORGANIZArlON FOR rHE PROrECT/01\ 
.:.NO AOVANCEMENr OF SMALL 

rELEPf<ONE COMPANIES 

Zt DUPONT CJRC~E. " · W SUITE 700 
.MASHING TON. D C ;ooJa 

1021859• !9,0 • 102 659 -4419 tFAXJ 

OPASTCO recently completed its rate averaging study, Keeping Rural America 
Connected: Cost and Rates in the Competitive Era, which highlights the specific 
needs of rural areas and focuses the industry on universal service. The study 
provides regulators, legisla :Jrs, and the industry with the information they need 
to develop new public policy and alternative support mechanisms. 

An OP ASTCO representative will travel to your next meeting or conference to 
provide further details on the study. Please feel free to request an OPASTCO 
speaker through our Speakers Bureau. OPASTCO speakers are available to your 
group at no charge, but we ask that when possible your organization reimburse 
travel and room expenses. To request a speaker, contact Rachel Brown or Jill 
O'Rourke at 202/659-5990. 

We're sure the study results are a topic of interest to your meeting attendees. 
Using actual cost d~ta from 424 local exchange carriers and a survey of 5,000 
rural subscribers, the study gives an accurate account of the level of support 
provided by rate averaging, the Universal Service Fund, dial equipment minutes 
weighting, and other existing policies and programs; and shows the impact on 
rural subscribers and on small telephone companies if such support were 
eliminated. 

OPASTCO's study results indicate that removal of the support flows, along with 
intrastate and interstate toll rate deaveraging, would cause an average $31.27 
increase to the rural subscriber's monthly telephone bill. Based on percentages 
derived from actual customer responses to the survey, 573,000 rural telephone 
subscribers (out of the 2.8 million rural subscribers in OPASTCO's study group) 
could disconnect their telephone service as a result of such an increase. 

Please share these important results with your state regulators and legislators, 
and contact OPASTCO if you have any questions about the study or would like to 
have a representative address the study at your next meeting or conference. 
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allocator, and the federal Lifeline and Link-up America programs--would result 

in an average monthly increase of $12.84 in local telephone service charges for the 

study group LE Cs' subscribers. The deaveraging of inter- and intrastate toll rates 

would result in average monthly increases of $7.44 and _$10.99 respectively. These 

figures combine for the total average monthly increase of $31.27 per subscriber. 

This equals a total annual cost of $1.05 billion for the OP.ASTCO Study Group 

LECs. 

The increase amounts are averages; specific increases vary significantly 

from state to state and from one individual LEC to another. For instance, local 

service rates for the study group LECs in ~ew Mexico would increase an average 

of $46.96 per month, while the local service increase would be more than $180 per 

month for one small LEC in Texas. The study gives state-by-state figures in 

writt~n and graph forms, and also provides the highest and lowest increase .for_. the . 

individual LECs within each state. 

Based on the residential subscriber responses to the OPASTCO Subscriber 

Survey, the study found that 4.3 percent of the respondents said they would 

discontinue their telephone service completely in response to a local telephone 

service rate increase of $5; 12.9 percent would disconnect if faced with a $10 

increase; 27 .1 percent would disconnect service at a $15 increase; and 44. 7 percent 

would discontinue service if local service rates increased $25. Applying the 

OPASTCO Subscriber Survey disconnection percentage for thei level closest to each 

of the local service rate increases calculated for the OPASTCO Study Group LECs 

shows that 20.4 percent of 573,000 of the 2.8 million subscribe!rs would disconnect 

service. 

Using the OPASTCO Subscriber Survey results, the stu.dy also presents a 

variety of information about the demographics of rural telephone subscribers and 

the communications services they use. It provides data on the telephone·s role in 

the family and other "!"elationships and in comm.unity maintenance. Furthermore, 

--more--
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Executive 
Summary 
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Chapter 1-The OPASTCO Study: An Overview 

Words Jppc.mns: ,n BOLD ,re dctincd ,n .\ppcnda .-1.~luss.,r, 

The Organization for the Protection .ind .-\Lh;rnccmcnr of Sm:ill T dephone C)mpanies 

0 P:\STCO \ is .1 nationai tr:.de J.SsociJ.tion of nc:iri\' -+SO smJ.il :rniepemkmh· O\\'nd .rnd oper:ned 

local exchange c:irriers (LE Cs) sening more thJ.n t\\'0 million subscribers in rura.l .1ros of the C nit­

ed St:ites. 

OP:\.STCO is quite concerned that the tdecommunic:itions bills before Congress md the reg­

ulatory reforms under consider:ition J.t the Federal Communica.tions Commission (FCC) could 

have :i se\'ere :md det:nmentil imp:ict ori the :1va.ilab1licy ;ind price of basic local telephone service and 

long dim.nee sen ice for rural Americans. The rapid :idvances in technology and the :idvem of compe· 

titian in pr:ictically every are:i of telecommunications h:ive forced the industry to reexl.mine the tradi· 

tional ways in which telecommunic:itions sen•ices are delivered and paid for. At the very heart of this 

matter is the concept of universal service and the :iccompanying support mechanisms that have 

allowed telephone subscribers. both urban md rural, to have :ivailable the most reliable .ind reasonably 

priced telephone sen·ice in the world. 

In response to these concerns. OPASTCO commissioned .1 study to J.ttempt to idenri~· J.nd 

quantifr the financial and soci:il impacts on rura1 Americ:i should the actions of the FCC md Congress 

ultimate!\' lead to the elimination of today's support mechanisms .md J. fundl.ment.il change in the 

.:oncepts of univer.;a.l sen ice. These rr:iditional support mechanisms .ind concepts indudc 

• the geographic a\·cr:iging of inter- .ind intrastate toll rates : 

• long-term support: 

• the Cniversal Snvice Fund ( CSF '1: 

• dial equipment minutes ( DE\1 l \\'eighting: 

• the 25 percent gross ;il!oc:iror: .ind 

• the Lifeline J.nd Link-up .-\mcric:i programs. 

C sing the most recent financial d:it:i avJ.ilable md the results of J. narion\\'idc surYey conducted 

specific.ill\' for this studv. OP.-\STCO .1ttempts to quJ.ntiA· not o nlv rhe potcnti.11 increases in basic 



,,EEPI ~'G R L"R .H .-LWER JC. \ CONNECTED: C:0.\TI .-1 SD R.-1 rc5- I.'l 11-f E CO.\IPl:.TTTffF. ER..-1 ES-3 

local service :md toll rates that rural subscribers would face, but also the social implications ot such 

mcreases. 

Chapter 2-The Costs of Providing l.; niversa.l Service to Rural America 

The costs of providing telephone service to rural America are much higher than the costs of 

providing service to the more urban areas of the counrry. Small, rural LE Cs must provide service to 

tewer subscribers who usually are scattered throughout large geographic areas. The average number of 

subscribers per route mile and per square mile for a rural LEC are only 6.3 and 4.4 respectively. These 
figures differ dramatically from those of the Bell operating comp:mics (BOCs) which have an aver­

age density of 130 subscribers per route mile and more than 330 per square mile. 

Small, rural LECs also have a higher proportion of residential versus business subscribers; have 

higher unit costs for usage-sensitive equipment because they cumot take advantag~ of economies of 

scale~ and have higher loop-related costs due to longer loal loops J.11d the remoteness of the a.n:as 

they serve. 

Chapter 3-Rura.l Costs, Rates, and Settlements: U nderst.anding the Basics 

. The results throughout this study are easier to understand \vi.th a basic knowledge of the ted­

eral ~d sta~e ruies and p~oced~es direc~g how small, rural LECs coll<.!ct revenues from their cus­

tomers. These include the FCC's Part 36 separations procedures and Part 69 access charge rules, the 

National Exchange Carrier Association (NECA) pooling process and aver:ige schedule settle­

ments procedures, the Universal Service Fund, and various intr.J.St:ate settlement arrangements. 

Chapter 4-Eliminating Current Support Mechanisms: 
The Impact on Rural Subscribers~ Tdephone Bills 

The current federal system of support mechanisms, which includes the poli<..-y of geographical­

ly averaged toll rates, assists high-cost rural LECs in maintaining reasonable telephon<.! rates for their 

subscribers. Elimination of thes<.! supports would require rural LECs to recover the resulting revenue 
shortfall from their subscribers in the form of higher monthly basic local ser.ice charges :md would 

result in high<.!r inter- and intrastate toll rates for rural subscribers. 

This study analyzes data from -!-24 small, rural LECs that settle on a cost basis in both the 

NEC.-\ Common Line (CL) and Tr:iffic-Sensitive (TS) pools. The LECs represent approximately 

2.8 million rural access lines and .ire rderred to throughout this study as the OPASTCO Study 

Group LECs. 

The total annual cost of losing todav's support mechanisms and the dcaveraging of inter- md 

intrastate toll rates for the 2 .3 million .iccess lines in the OPASTCO Study Group would be approx.i ­
mateh· S 1.05 billion. Figure ES. l shows that subscribers of the O PAST CO Study Group LE Cs could 
expect an average increase to their telephone bills-including both local ser.ice and toll ser.icc-of 
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Figure ES.3 

Impact of Eliminating Support Mechanisms and Deaveraging Toll Rates on the 
Monthly Telephone Bills of the OPASTCO Study Group LECs~ Subscribers 

Revisea Total Bill After 
Interstate Toil intrastate Tell Elim1naung Cost 

Total Current Increase to Deaver aging Oeaverag1ng Suoport Mechanisms Percentage 
Subscriber Bill LocatService lmoact lmoact ano Deaverag1ng Increase 

State (A) (Bl (C) (0) CE) (F) 

Alabama $41 .74 $11 .48 $6.95 $11 .:25 $71.42 71 .1% 
Alaska $49.90 $13.79 $6.90 $6. 14 $76.73 53.8% 
Arizona $54.51 $9.64 $14.08 $2.36 $80.59 47.8% 
Arkansas $24.96 $11 .95 $8.04 $11 .92 $56.87 127.8% 
California $53.88 $28.13 $7 .34 $20.72 $110.07 104.3% 
Cotoraao $49.73 $14.79 $16.05 $10.19 $90.76 82.5% 
Connecucut NA NA NA NA NA NA 
Delaware NA NA NA NA NA NA 
Florida $27.32 $13.55 $7 .59 $10.:37 $58.83 115.3% 
Georgia $40.84 $13.97 $5 .18 $14.42 $74.4~ 82.2% 
Hawa11 NA NA NA NA NA NA 
Idaho $40.01 $22.86 $17.86 510.:21 $90.94 ~ 27 .3~~ 
Illinois NA NA NA NA NA NA 
Indiana $46.36 $8.56 $4.25 $12.87 $72.04 55.4% 
Iowa $49.92 $10.48 $5.19 $11 .96 $77.55 55.3% 
Kansas $48.3 1 $14.52 $12.60 $1U34 $87.37 80.9% 
KentUCKy NA NA NA NA NA NA 
Louisiana $68.47 $22.29 $701 $21 .!32 $119.69 74.8% 
Maine $4506 $14.54 $8.04 $9.12 $76?6 70,4% 
Maryland NA NA NA NA NA NA 
Massachusens NA NA NA NA NA NA 
Michigan $50.69 $8.56 $4.13 $15. 11 $78.49 54.8% 
Minnesota $49.94 $7.77 $3.80 $11 .81 $73.32 46.8% 
Mississ1po1 $45.78 $17.96 $7.36 $11 .79 $82.89 81.1% 
Missouri $42.31 $12.11 $7.58 $15.48 $77.48 83 .1% 
Montana $51.23 $18.31 $18.14 $7.97 $95.65 86.7% 
NebrasKa $38.60 $19.93 $11 .53 $16.!33 $86.99 125.4% 
Nevaaa $46.46 $15.30 $22.26 SU31 $85.93 85.0% 
New Hamosnire $44.37 $10.84 $10.73 ($3.71) 562.23 403% 
New Jersey NA NA NA NA NA NA 
New Mexico $47.71 $46.96 $53.87 $14.62 $163.16 242.0% 
New York $44.19 $9.82 $3.79 $10.28 $68.08 54.1~~ 
North Carolina $34.46 $4.87 $3.83 $5.03 $48.19 39.8% 
North Dakota $42.21 $24.23 $16.83 $19.98 $103.25 144.6% 
Ohio $53.20 $357 $3.05 56 .B9 $66.71 25.4% 
Oklahoma $45.45 $19.90 $9.66 $17 :34 $92.35 103.2% 
Oregon $47.53 $13.32 $8.83 $11 07 $80.75 69.9% 
Pennsy1vania $39.58 $12.87 S9.00 $10.7 1 $72.16 82.3% 
Rhoae Island NA NA NA NA NA NA 
South Carolina $37.39 $6.43 $4.46 $625 $54.53 45.8% 
South Dakota $3835 $16.35 $11 .08 $1620 $81 .98 113.8% 
Tennessee $41 .54 $6.16 $2.71 $5.33 $55.74 34.2% 
Texas $44.36 $27.39 $11 .76 $25.99 $109.50 146.8% 
Utah $46.12 $16.53 $21 .76 $17.04 $101 .47 120.0% 
'/ermont $42.89 $13.53 $17.56 S0.79 574 .77 743'% 
Virginia $45.85 $12.89 $3.14 317 70 $79.58 73.6% 
'Nasnington $58.62 $12.84 $7.43 S5. '18 $84.07 43.4% 
West Virginia $54.79 $23.81 $10.90 $14.78 $104.28 90.3% 
Wisconsin $43.77 $3.96 $3.38 $8.47 $59.58 36.1~~ 
Wyoming $47.92 $19.21 $32.02 $5 07 $104.22 117.5% 

Total $43.26 312.84 37 44 $1 0.99 374.53 72 .3~~ 
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F:gure cS.5 

Local Service Increases and Resulting Disconnections 
for the OPASTCO Study Group LECs' Subscribers 

Percentage Who Total 
Poten11aI Increase Said They Would Access Line 

Access Lines to Local Service Disconnect Service Impact 
State (A) (Bl (C) (D)=(A)x(C) 

Alabama 80.883 $11 .48 12.9% 10.434 
AlasKa 289.513 $13. 79 27.1% 78.458 
Arizona 75.501 $9.64 12.9% 9.740 
Arl<ansas 130.099 $11 .95 12.9% 16,783 
California 129,110 $28.13 44.7% 57.712 
Coloraao 22.680 $14.79 27.1% 6,146 
Connecucut NA NA NA NA 
Delaware NA NA NA NA 
Florida 106.505 $13.55 27.1% 28.863 
Georgia 149,802 $13.97 27.1% 40.596 
Hawa11 NA NA NA NA 
Idaho 11.450 $22.86 44.7% 5.118 
:1tino1s NA NA NA NA 
Indiana 25.259 $8.56 12.9% 3,258 
Iowa 10.938 $10.48 12.9% 1,411 
Kansas 36.504 $14.52 44.7% 16.317 
KentucKy NA NA NA NA 
Louisiana 86.768 $22.29 44.7% 38.785 
Maine 29.257 $14.54 27.1% 7.929 

· Maryland NA NA NA NA 
Massacnusens . NA" ·NA NA NA 
Michigan 140,289 $8.56 12.9% 18,097 
Minnesota 47,828 $7.n 12.9% 6.170 
Mississ1op1 31,668 $17.96 27.1% 8.582 
Missouri 70,380 $12.11 12.9% 9,079 
Montana 30,285 $18.31 27.1% 8.207 
Nebraska 25.483 $19.93 27.1% 6.906 
Nevaaa 32,679 $15.30 27.1% 8.856 
New Hampshire 15.469 $10.84 12.9% 1.996 
New Jersey NA NA NA NA 
New Mexico 22.328 $46.96 44.7~b 9.981 
New YorK 103.543 $9.82 12.9% 13.357 
Noon Caroilna 272.761 $4.87 4.3% 11.729 
North Dakota 12.836 $24.23 44 .7'%, 5.738 
Ohio 108.500 $3.57 4.3% 4 ,666 
Oklahoma 58,617 $19.90 27.1% 15.885 
Oregon 59,548 $13.32 27.1% 16,138 
Pennsy1vania 11.587 $12.87 27 .1% 3.140 
Rhode lslana NA NA NA NA 
South Carolina 101 .123 $6.43 4.3% 4,348 
South Dakota 13.730 $16.35 27.1% 3.721 
Tennessee 72.423 $6.16 4.3% 3.114 
Texas 122.797 $27.39 44.7~b 54.890 
Utan 12.071 $16.53 27 .1% 3.271 
'✓ermont 13.018 $13.53 27.1% 3.528 
Virginia 3.550 $12.89 27 .1% 962 
Wasn1ng1on 46,867 $12.84 27.1% 12.701 
West Virg1n1a 18.411 $23.81 44.7% 8.230 
Wisconsin 168.824 $3.96 4.3% 7,259 
Wyoming 3.027 $19.21 27 .1% 820 

:.:tal/Average 2.803.911 $12.84 20.4~b 572.921 



.,EEPl.w; i! L"R.-lL .-l.\lERIC., CO.\'\'EC7T:D c:usr.; .;.\ i.) R.i rES :x n,E C:O.I/PE·r.-:-.--.1: ER.; ES-9 

Distance k:i.mi.ng cm bring benefits not only in terms of sh:iring school resources, but also in 

the area of adult education .1I1d job training, mother important ingredient in maintaining rural com­

murunes. 

Telecommunications also can bridge the distance ;ap benveen rural communities and superior 

medical services. For the OPASTCO Subscriber Survey respondents, the median distances to the near­

est doctor and hospital are 12.5 and 15 miles, respectively. On average, the nearest doctor is 19 miles 

away and the nearest hospital is 25 miles away . • -\!so, manv ot the hospitals in rural areas are not 

equipped to handle the specialized needs of the communities they serve. Residents. therefore must 

travel even further to have their medical needs attended to. Health care issues arc of particular concern 

because of the high percentage of elderly individuals li\ing in rural areas . 

Telecommunications also opens possibilities in the area of telecommuting:, .illowing working 

individuals to spend more time with their families and in ..::ommunity .ictivities. 

Because the business respondents constitute kss than 10 percent of the O P.\STCO Subscriber 
SurYe\' responses, the results are only suggestive. HO\\·ever, almost 9 percent or· the business respon­

dents say they would consider relocating if their telephone bill increased by 25 percent or more, while 

25 percent say they arc not sure if they would rdocace. Rural communities need to .iruact businesses, 

not lose them . • -\!so, while tcw businesses say they would disconnect their serYice, many state that they 

would look to altemati\·e carriers. 

Today, basic local service rates for businesses are higher than residential' rates. thereby con­

tributing to the lower costs for residential subscribers. If basic local service and toll rates for rural busi­

nesses were to increase, it would become much more difficult to retain current business subscribers 

and attract new ones. Many of these businesses employ the citizens of the surrounding rural commu­
nities and therefore arc very important to the economic survival of the communities . 

Multi-line businesses usual!\' J.re rural LECs' higher volume toll customers . To the extent busi­

nesses find they need to bypass LECs to amid higher coSts for telephone s<.:rYice, che costs of provid­
ing continued service to LECs' fe,ver remaining subscribers-mostly residrnti.11 subscribers-will 

increase. 

Chapter -; -A Review of Other Studies on the Effects of Competition 

Three other industr\' studies also looking at the impact of competition on the cost md J.vail­

ability of telephone service in rural America include 

What is r/Je Pi-ia of Ulliversai Sa11icc? lmpacr vf Deavera_ai11g ::-..~ariomrido· l -rba111 Rural Raus 

by the Tdecommunications Industries Analysis Project: 

I11e 520 Biilio11 Impact of Lvcal Competitio11 in Ti:lt-commzmications by C.1h·in S . .\1onson .111d 

feffre\' H. Rohlfs for the L. nited States Tdephone .-\.ssoci.1tion: J.nd 

Competition in the Local E.whange: Appropriate Policies ro .\,fn.inmin Cniversal Sc:1,1ice in Rural 

A.reas bv John C. Panzar and Steven S. Wildman. 
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Appendi-x:A­
Glossary 

Words m che defin1cioru ,ppc:inn~ m BOLD= defined clsc:whcn: ,n the gl=rv. 

access-Access is the abilin· to enter or connect to the telecommunications nenvork. There are nvo 

types of access-switched access, by which cills are switched to md c1.rried \ia available facili ­

ties, and spe~ access. by which ctlls are carried \ia dedicated facilities . Access is originating 

when it is for access to the nenvork of the local exchange carrier (LEC) serving the location 

where the call originates and is terminating when it is for access to the network of the LEC 

serving the location where the call terminates. 

access charge-Local exchange Cll'riers ' (LECs) customers, both telephone subscribers and 

interexchange carriers (IXCs), pay LECs Jccess charges for connection to the LECs' net- . 

works. The telephone subscribers pay a monthly subscriber line charge, while IXCs pay 

usage-based access charges. TI1e access charges L'<:Cs pay include carrier common line charges 
and traffic-sensitive charges. 

:iccess line-The circuit connecting the subscriber's premises to the local exchange carrier's (LEC) 

switching center. Generallv, J LECs number of access lines is approximately its number of 
subscribers . 

aver:ige length of haul-The J\'erage distance a local exchange carrier cMI"ies toll calls; .\LOH is 

part of the formula used to calculate the subscriber plant factor in some states. 

:iver:ige schedules-A set of formulas for determining the interstate settlements of those small local 

exchange carriers ( LE Cs) that do not conduct a detailed cost study of their costs of provid­

ing telephone service. Developed and revised Jnnually by the National Exchange Carrier 
Association, the average schedule formulas simulate the costs of those LECs that do conduct 

cost srudii:s. 

Bdl operating companies ( BOCs )-Prior ro divestiture, .-\T& T owned both long distance and 
local telephone operations. When the court divested .-\T&T or· ir.s local telephone operations, it 

divided those operations into 22 B0Cs, which \Vere g.roupt:d into seven regional holding 
companies (RHCs) . , Sometimes the RHCs are rderred to as regional Bd1 oper.uing compa­
nies or RBOCs.) Many of the RH Cs have since ce:ised using the individual BOC names and 
are now offering local telephone ser.ice under their RHC name . .-\t divesrirure, however, the 
RHCs and their respt:ctivc BOCs were a.s fo llows: 



.{££PI NC RL"R.1L ,1.\l);R I C.1 C:O.'l.VECTED: COSTS .i .\ D /l.-lTES I'S THE CO.If PETITH'E ER.-\ A-3 

custom calling features-Special features available in a local exchange carrier's central office 
switch. which can be offered to subscribers without subscribers needing any special <!quip­
ment. Custom calling tcarurcs include call waiting, three-way calli:1g, call forwarding, and 
other miscellaneous tearures. 

custom local area signaling service ( CLASS )-Advanced custom calling tearures made possible 
through the capabilities of newer network signaling technologies .• -\mong the possible CL-\SS 
features are automatic callback. distinctive ringing, selective call forwarding, and calling num­
ber delivery ( caller ID). 

deaveraging-Abandonment of the current telephone industry practice of charging for toll c:tlls 
based on distanct:-not on the relative cost of carrying a call to a specific destination. The 
costs of carrying a call to some areas are much higher because there is less telephone tr.iffic 
going to that are:i. But under the current practice of geographic rate averaging, the costs of 
carrying calls to high-cost. low-volume art:as are a\·eraged with the costs of carrying calls to 
high-\'olumc areas. thus carriers charge uniform rates for carrying calls to all locations. 

dial equipment minutes (DE1'1)-The number of minutes a local exchange carrier's switch is 
used for handling calls: as of 1993, DEM is the factor used to allocate local switching invest­
ment bcnveen the inter· and intrastate jurisdictions. 

elem en ts:-The \'arious components of the a~ess <:barges local . exchange ~ers charge to intere.-c­
change carriers. Among the primary' access el~ments are charges for. S\~tching calls~ transport­
ing calls, and directory assistance. 

exchange-Generally the area served by one local exchange carrier central office. 

extended area service (EAS)-A service which enlarges subscribers' local calling area so that for a 
higher monthly local service charge, calls to nearby locations are local calls inste:id of toll calls. 
Generally all affected subscribers are polled as to their interest in EA.S prior to the local 
exchange carrier filing the tariff converting from toll to E.-\5 for a specific area. 

Federal Communications Commission (FCC)-An independent U.S. government agency, 
responsible directly to Congress. established by the Communications Act of 1934 .ind charged 
",ith regulating interstate and international communications by radio, television, wire, satellite, 
and cable. Intrastate sen ices are under the jurisdiction of state public utility commissions. 

Federal-State Joint Board-A body formed when regulatory issues have implications in both the 
inter- and intrastate jurisdictions. A joint board usually consists of three Federal Communica­
tions Commission commissioners and four state public utility commissioners. 

fully distributed costing-A method of telephone sen ice pricing in which all costs are disnibuted 
.unong all senices provided I FCC Part 36 procedures 1. 

geographically averaged/ geographic averaging-see deaveraging 

holding company-:\ parent company that owns one or more local exchange carriers. 

independent-:\ local exchange carrier that never was part of the former Bdl System. 
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local loop /loop-The communications channel between a subscriber and the local exchange carri­
er central office trom which the subscriber's sen·ice is prmided. Loop costs are the LECs 

costs of installing 111d maintaining the Ioctl loop plant. 

loop costs-see local loop /loop 

Metropolitan Statistical Area ( MSA)--A designation for the urban areas of the United States 
developed by the U.S. Census Bureau which the Federal Communications Commission 
used for granting cellular licenses. 

minute of use ( MOC)--The measurement, in minutes, of the time a local exchange carrier's net­
work or equipment is in use. For instance, interexchange carriers pay access charges based 

on the number of minutes they use the LECs network; and equipment costs are divided 
between the inter- md intrastate jurisdictions based on the number of minutes the equipment 
is used for particular functions . 

National Exchange Carrier Association ( NECA }-An organization created by the Federal 
Communications Commission effective Jmuary 1, 1984, to file interstate ;iccess uriffs on 
behalf of local e.xchange carriers (LECs) .md to manage the various ;iccess revenue pools. 

NEC\ ;ilso collects and distributes monies for the Universal Service Fund md the Lifeline 
Program. 

non-traffic-sensitive (NTS)-Costs that are not based on the amount of traffic or activity, but 
instead remain the same regardless of the amount of traffic. Local exchange carriers' (LECs) 

NTS costs are recovered through carrier common line access charges from intcrcxchange 
carriers, subscriber line charges from subscribers, and long-tenn support payments from 
those LECs no longer participating in the National Exchange Carrier Association Com­
mon Line Pool. 

originating-see access 

plant-The equipment used by a carrier in providing telecommunications service. 

pool/pooling-A payment system under which revenues collected by local exchange carriers 
(LECs) are not kept, but instead are combined and redistributed based on factors such as the 
LECs' costs of providing senice. There are various state pools, as well as the interstate pools 
administered by the National Exchange Carrier Association (NECA). Originally there were 
three NECA pools--(;ommon line (CL), t:raffic-sensitive (TS), and billing and collection 

(B&C)-but the last was eliminated when interstate B&C was detariffcd . .-\t the end of the 
monthly pooling process, c;ich participating LEC c.:ither owes monies to the pool or is due 
monies from the pool. ~EC.-\ collects the monies due and distributes it to members who arc 
recipients. Immediately after divestiture. all carriers participated in the ~EC.-\ pools. but as of 
.-\pril 1. 1989, carriers have the option to \\ithdraw from the pools and file.: their own carrier 
common line and/ or TS tariffs . 
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subscriber line usage (SLU)-The total time subscriber plant is in use-.1 compilation of all sub­
scriber plant minutes of use for all jurisdictions; the SLU factor is used in calculating non­

traffic-sensitive costs and for allocating these costs benveen the inter- and intrastate 

jurisdictions. 

subscriber plant factor ( SPF)-The factor previously used to allocate loop costs or non-t:raffic­

scnsitive costs between the inter- and intr.1State jurisdictions. 

Subset-The designation the National Exchange Carrier Association uses to categorize its mem­

bers according to size. Subset l includes the Bell operating companies, subset 2 includes the 
large independent local exchange carriers (LECs) with $40 million or more in annual tele ­

phone revenues, and subset 3 includes all other LECs. 

switched access-see access 

tariff-The document in which carriers-both local exchange carriers ::md interexchange carriers­

set forth the charges for their ser.ices and the terms under which the ser.'ices are provided. 

Tariffs for interstate ser.'ices are filed with the Federal Communications Commission. while 

those for intrastate ser.·ices are filed \\.ith state public utility commissions. 

(NECA) Tariff 4-The interstate tariff filed by the National Exchange Carrier Association 

which sets forth the coordinates for all local e.xchange carrier central offices . 

terminating-see access 

Tier 1-A local e.xchange carrier (LEC) \\.ith annual operating revenues or $100 million or more. 

toll-Cills for which subscribers incur a charge because the location called is outside their local ser-

vice calling area. Toll calls can be intrastate or interstate calls, but the interstate toll calls often 

arc referred to .is long distance calls. 

traffic-sensitive (TS)-Costs that \'ary based on the amount of tratfic; the pool that the National 

Exchange Carrier Association administers for its local exchange carrier (LEC) members· 

TS costs; one type of usage-based access charge interexchange carriers pay LECs. 

universal service-The concept, included in the Communications Act of 1934. that all subscribers 

-both urban and rural-.ire entitled to quality telephone service at reasonable rates. Specifi­

cally the act says " . . . to make a\'ailable. so tar as possible, to all the people of the C nited 
States, a rapid, efficient. ~ation-,\idc, and world-,\'ide \\'ire md radio communications ser.ice 
\vith adequate facilities at reasonable charges . .., 

Universal Service Fund (USF)-:\ tcderal program that pays support to those local exchange 
carriers ( LECs) whose costs of prO\'iding basic local telephone scr.·ice are higher than the 
national average so they can Lharge their subscribers reasonable local senice rates. The l .SF 

accomplishes this by all0\\1ng high-cost LECs to recover additional revenue from the inter­
state jurisdiction. which reduces the amount of their costs allocated to the intrastate jurisdic­
tion md thus keeps their local rates lower than they othernise would be. CSF assistance is 
distributed on a sliding scale. with the highest cost study areas receiving the most assistance. 
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Overall, about half of authorized users actually use the system. Some are more savvy when it 
comes to telecommunication technologies than others, but skill level does not seem to affect 
the degree to which an organization uses such technology. In other words, among authorized 
users, there does not exist a two-tiered market for the ICN. Both experts and novices use the 
same services to roughly the same degree. As a counter point, businesses do present just 
such a two-tiered market: some are heavy users of telecommunication technology and some 
are unversed. Authorized users are aware of the current hourly rate charged by the ICN, and 
do not favor much of an increase. Business persons, on the other hand, offer a wider range 
of what they consider an affordable price for use of a statewide fiber optics network. Both 
authorized users and businesses agree on one thing though: Telecommunication technology is 
a key to their future success. 

TELECOMMUNICATION TECHNOLOGIES USE 

Findings in this section deal only with authorized users. 

About half of authorized users actually use the Iowa Communications Network. A 
plurality of authorized users (48%) say they are non-users of the ICN; another 38% consider 
themselves low-level ICN users. Eleven percent say they are mid-level users of the ICN, and 
only 3% consider themselves heavy users of the state's fiber optic network. 

Authorized users perceive the state's fiber optic network as a good value. A majority 
(51%) say the hourly cost for the ICN is a fair value for the money. Another 27% think it a 
bargain, and 22% say it is too expensive for what. it delivers. T:hose most likely to perceive 

. the system as a bargain include the heaviest lcN· users: government agencies (44% consider 
the cost a bargain compared to the average of 27% ); libraries (35%) and institutions of higher 
education (35% say it is a bargain). Those who do not use telecommunication technologies 
are most likely to look critically at the cost of the ICN: 52% of this group say the system is 
too expensive for what it delivers (probably because it doesn't delivery anything to them). 

Authorized users know the current hourly video rate of the system. Two rate groups pay 
two different amounts for video access on the ICN: libraries, educational institutions and 
state agencies pay five dollars an hour, while the medical community pays forty dollars an 
hour. The five dollar an hour rate group feels their amount is fair: 56% say five dollars an 
hour is affordable. Another 26% fall into the six to ten dollars an hour range, and 12% say 
more than ten dollars is affordable. 

The second rate group, medical organizations, are willing to pay a bit more than the first 
group but would like to pay less than the current forty dollar rate. A plurality (37%) feel five 
dollars is the most appropriate rate. Twenty-one percent feel six to ten dollars is an 
affordable amount, and 20% say eleven to twenty-five dollars an hour is affordable. Only 
22% would be willing to pay more than twenty-five dollars an hour for video services. 

Levels of technological sophistication do not appear to influence the types of services 
respondents use. Overall, telecommunication technology use among authorized ICN 
organizations is light Still, both more and less technologically savvy respondents use the 
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■ 15% say selling the excess capacity of system under state ownership works for 
them; and, 

■ 11 % would like the state to sell the system with assurances of affordable 
access. 

The other six options gamer support from fewer than one in ten respondents. Authorized 
users make one clear point in these findings: They do not want any ownership changes that 
affect their current use of the system, particularly regarding cost changes. 

Even the #1 choice----a fully democratic system, accessible to all Iowans-has downsides for 
authorized users. If the state of Iowa were to expand authorized use to all Iowans, 
scheduling time would become a nightmare and overall quality would decline, according to 
current authorized users. Seventy-nine percent say scheduling would be more difficult with 
tens of thousands of additional users, and 36% perceive diminished overall quality (the 
highest percent of any of the ten options tested). 

Those who know the most have a clearer vision: deal only with excess capacity.­
Authorized users who are very or fairly knowledgeable about the issues tested in this survey 
settle more clearly on a favorite reconfiguration than do other authorized users. More 
knowledgeable users find the strongest appeal in leasing the ICN' s excess capacity; 21 % say 
this option provides the greatest benefit to them. Further, they are more likely than average 
to imagine more frequent system improvements and expansion of service options if excess 
capacity is leased. That the state retain overall ownership while selling excess capacity earns 
second place . among the more informed, with 19% envisioning the greatest benefit from this 
option. 

Authorized users soundly reject the idea of an unfettered private system. Seven in ten 
authorized users (70%) say a privately owned fiber optics system with no assurances of 
affordable access would pose the greatest hardships on their organization. Another 7% reject 
the current ownership and authorization limits, and 6% say expanding the current system to 
include all Iowans poses the greatest burden to them. 

Affordability and scheduling times are the greatest concerns under private ownership. 
Authorized users are almost certain private ownership without assured affordable access will 
result in significant price increases; 77% say the price will increase significantly under such a 
scenario, and another 17% expect a more moderate price increase. These respondents are not 
as pessimistic about price increases for any of the other nine options tested. In addition, more 
than half of authorized users (57%) expect more difficulty scheduling time on the network 
under private ownership. Cost and scheduling concerns force one-third of authorized users 
(34%) to imagine themselves losing their authorized user status under complete private 
ownership. 
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■ They are more likely than average to believe that the service options 
available to them will decline; and 

■ They are more likely than average to imagine declines in the overall 
quality of the service they currently receive from the ICN. 

lnterpretatum 

Clearly, authorized users are expressing strong self-interest in their opinions of 
the changes under consideration. They recognize some benefit to leasing or 
selling excess capacity, capacity they are not currently using. These findings 
suggest authorized users find the greatest appeal in changes employing modest 
adjustments to the current system that have the least :impact on them. 

Bus~ R.E.sPONDENTS 

As a point for comparison, this section discusses findings among business respondents. Keep 
in mind, only 9% of business's who received a questionnaire, participated in the survey. This 
is a low response rate and may signal something about the level of interest among this group. 

Telecommunication technology use is two-tiered among Iowa businesses. More than one­
quarter of business respondents (28%) say they are non-users of telecommunication 
technologies, while 32% say they ar~ either heavy users (12%) or mid-level users (20% ). 
One-in-four businesses (40%) consider themselves low-level users of the technology. By way 
of comparison, current authorized users cluster around the mid (32%) to low (53%) use 
levels. 

The most popular telecommunication services among Iowa businesses include: non-Internet 
online data services (43% report current use of such services); voice services (32% ); the 
Internet (25% ); and video conferencing (10% ). More than one-third (36%) are not using any 
telecommunication technology, compared to only 17% of authorized users who say the same. 

Iowa businesses value high technology. Though some Iowa businesses lack expertise with 
telecommunication technologies, most see the technology as an integral part of their future. 
One-third of business respondents (34%) say increasing use of the technology in their 
business is very important, and 37% say it is fairly important Another 16% say such 
technology is not important in their business. This compares to current ICN authorized users, 
who are more enthusiastic about telecommunication technology, with 74% saying it is very 
important to the future of their organization. 
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Businesses imagine higher quality with complete private ownership (option #1). In four 
different measures, businesses express the greatest affinity for a privately owned system, 
without assurance for currently authorized users. Option #1 gains the most support from 
business respondents in the following measures: 

■ 64% envision greater system improvements under complete private ownership. 
■ 66% say more service options would result from a complete sale of the system. 
■ 52% say overall quality of service would improve under option #1. 
■ 40% say unfettered private ownership would result in easier scheduling. 

Some busine~s, however, image problems with unfettered private ownership of the 
ICN. Although complete private ownership of the ICN (option #1) is perceived as the most 
beneficial option by 21 % of business respondents, another 23% say it would present the most 
hardships to their business. An identical 23% say the current system (option #9) presents the 
most disadvantage to them, and another 23% do not know which option would pose the most 
hardship for them. Ten percent say the expanding authorized user status to all Iowans ( option 
#10) would be the most disadvantageous. 

I nterpretatwn 

While the low response rate among businesses may indicate less interest in the 
topic, and colors all other findings, one conclusion is clear: Compared to 
authorized users, businesses place greater trust in the private sector than in the 
state when it comes to owning a statewide fiber optics system. And still, some 
businesses have reservations about such an ownership scenario. As a · 
secondary option to private ownership, business respondents find some benefit 
to price controls or wide-sweeping expansion of authorization status. 
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IOWA COMMUNICATION NETWORK SALE OPTIONS 
PERCEPTION OF COST IMPLICATIONS 

Costs would: Increase Increase Stay 
A Lot A Little The Same Decrease 

% % ' % % 
Authorized Users 
Option 1: Sale of Network 

(No Assurance) 77 17 2 4 
Option 2: Sale of Network 

(with Assurances) 25 55 17 3 
Option 3: Sale of Excess 

Capacity 8 47 35 10 
Option 4: Public/Private 

Ownership 21 66 10 3 
Option 5: State Ownership 

Private Operations 37 51 11 1 
Option 6: State Ownership 

Private Management 20 61 19 
Option 7: State Lease to Private 

Companies (Competitive) 14 43 35 8 
Option 8: State Lease to Private 

Companies (Non-Competitive) 22 46 28 4 
Option 9: State Ownership and 

Operations (No Change) 29 45 25 1 
_Option ~O: State Ownership-and 

Operations (No Limits) 23 41 20 16 

Businesses 
Option 1: Sale of Network 

(No Assurance) 32 35 15 18 
Option 2: Sale of Network 

(with Assurances) 32 38 20 10 
Option 3: Sale of Excess 

Capacity 21 31 33 15 
Option 4: Public/Private 

Ownership 24 44 26 6 
Option 5: State Ownership 

Private Operations 27 42 24 7 
Option 6: State Ownership 

Private Management 28 38 27 7 
Option 7: State Lease to Private 

Companies (Competitive) 11 41 31 17 
Option 8: State Lease to Private 

Companies (Non-Competitive) 21 40 28 11 
Option 9: State Ownership and 

Operations (No Change) 38 27 31 4 
Option 10: State Ownership and 

Operations (No Limits) 26 33 17 24 



IOWA COMMUNICATION NETWORK SALE OPTIONS 
IMPACT ON SYSTEM IMPROVEMENTS 

System Improvements More Less No 
would happen: Often Often Difference 

% % % 
Authorized Users 
Option 1: Sale of Network 

(No Assurance) 38 33 29 
Option 2: Sale of Network 

( with Assurances) 33 35 32 
Option 3: Sale of Excess 

Capacity 41 18 41 
Option 4: Public/Private 

Ownership 33 26 41 
Option 5: State Ownership 

Private Operations 23 37 40 
Option 6: State Ownership 

Private Management 22 30 48 
Option 7: State Lease to Private 

Companies (Competitive) 37 19 44 
Option 8: State Lease to Private 

Companies (Non-Competitive) 20 25 55 
Option 9: State Ownership and 

Operations (No Change) 10 39 51 
Option 10: State Ownership and 

Operations (No Limits) · 36 . 29 35 

Businesses 
Option 1: Sale of Network 

(No Assurance) 64 16 20 
Option 2: Sale of Network 

(with Assurances) 46 29 25 
Option 3: Sale of Excess 

Capacity 30 33 37 
Option 4: Public/Private 

Ownership 33 34 34 
Option 5: State Ownership 

Private Operations 26 34 40 
Option 6: State Ownership 

Private Management 16 43 41 
Option 7: State Lease to Private 

Companies (Competitive) 19 33 48 
Option 8: State Lease to Private 

Companies (Non-Competitive) 10 40 50 
Option 9: State Ownership and 

Operations (No Change) 2 58 40 
Option 10: State Ownership and 

Operations (No Limits) 32 36 32 



IOWA COMMUNICATION NETWORK SALE OPTIONS 
IMPACT ON SERVICE OPTIONS 

Change would result in: More Fewer No 
Service OQtions Service OQtions Difference 

% % % 
Authorized Users 
Option 1: Sale of Network 

(No Assurance) 47 28 25 
Option 2: Sale of Network 

( with Assurances) 41 27 32 
Option 3: Sale of Excess 

Capacity 37 20 43 
Option 4: Public/Private 

Ownership 36 25 39 
Option 5: State Ownership 

Private Operations 26 32 42 
Option 6: State Ownership 

Private Management 24 23 53 
Option 7: State Lease to Private 

Companies (Competitive) 34 18 48 
Option 8: State Lease to Private 

Companies (Non-Competitive) 22 25 53 
Option 9: State Ownership ·and 

Operations (No Change) 14 28 58 
Option 10: State Ownership and 

Operations (No Limits) 41 31 ·2s 

Businesses 
Option 1: Sale of Network 

(No Assurance) 66 14 20 
Option 2: Sale of Network 

(with Assurances) 52 23 25 
Option 3: Sale of Excess 

Capacity 38 27 35 
Option 4: Public/Private 

Ownership 38 29 33 
Option 5: State Ownership 

Private Operations 28 23 49 
Option 6: State Ownership 

Private Management 18 32 50 
Option 7: State Lease to Private 

Companies (Competitive) 27 21 52 
Option 8: State Lease to Private 

Companies (Non-Competitive) 17 33 50 
Option 9: State Ownership and 

Operations (No Change) 4 46 50 
Option 10: State Ownership and 

Operations (No Limits) 37 32 31 



IOWA COMMUNICATION NETWORK SALE OPTIONS 
PERCEPTION OF AUTHORIZED USER STATUS 

Authorized Users 
Option 1: Sale of Network 

(No Assurance) 
Option 2: Sale of Network 

(with Assurances) 
Option 3: Sale of Excess 

Capacity 
Option 4: Public/Private 

Ownership 
Option 5: State Ownership 

Private Operations 
Option 6: State Ownership 

Private Management 
Option 7: State Lease to Private 

Companies (Competitive) 
Option 8: State Lease to Private 

Companies (Non-Competitive) 
Option 9: State Ownership and 

Operations (No Change) 
· Option 10: State Ownership and 

Operations (No Limits) 

Businesses 
Option 1: Sale of Network 

(No Assurance) 
Option 2: Sale of Network 

(with Assurances) 
Option 3: Sale of Excess 

Capacity 
Option 4: Public/Private 

Ownership 
Option 5: State Ownership 

Private Operations 
Option 6: State Ownership 

Private Management 
Option 7: State Lease to Private 

Companies (Competitive) 
Option 8: State Lease to Private 

Companies (Non-Competitive) 
Option 9: State Ownership and 

Operations (No Change) . 
Option 10: State Ownership and 

Operations (No Limits) 

Yes, I would 
be an 

Authorized User 
% 

66 

81 

88 

81 

80 

80 

81 

77 

76 

81 

48 

47 

43 

39 

39 

38 

45 

38 

20 

59 

No, I would 
Not be an 

Authorized User 
% 

34 

19 

12 

19 

20 

20 

19 

23 

24 

19 

52 

53 

57 

61 

61 

62 

55 

62 

80 

41 
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IOWA COMMUNICATION NETWORK SALE OPTIONS 
OVERALL IMPACT OF CHANGE 

Impact of change 
on respondent would be: Major Minor No Im12act 

% % % 
Authorized Users 
Option 1: Sale of Network 

(No Assurance) 58 29 13 
Option 2: Sale of Network 

(with Assurances) 37 41 22 
Option 3: Sale of Excess 

Capacity 19 50 31 
Option 4: Public/Private 

Ownership 25 48 27 
Option 5: State Ownership 

Private Operations 28 43 29 
Option 6: State Ownership 

Private Management 20 43 37 
Option 7: State Lease to Private 

Companies (Competitive) 20 46 34 
Option 8: State Lease to Private 

Companies (Non-Competi.ti ve) 19 41 40 
Option 9: State Ownership and 

Operations (No Change) 19 35 46 
Option 10: State Ownership and 

Operations (No Limits) 44 34 22 

Businesses 
Option 1: Sale of Network 

(No Assurance) 30 41 29 
Option 2: Sale of Network 

(with Assurances) 23 41 36 
Option 3: Sale of Excess 

Capacity 18 42 40 
Option 4: Public/Private 

Ownership 16 45 39 
Option 5: State Ownership 

Private Operations 15 41 44 
Option 6: State Ownership 

Private Management 16 40 44 
Option 7: State Lease to Private 

Companies (Competitive) 16 37 47 
Option 8: State Lease to Private 

Companies (Non-Competitive) 16 31 53 
Option 9: State Ownership and 

Operations (No Change) 13 32 55 
Option 10: State Ownership and 

Operations (No Limits) 27 40 33 



QI2. Assume the ICN the state of Iowa would retain ownership and operation of the ICN and sell excess 
capacity for private ownership and operation. Based on what you know and compared to the current 
state-owned system, what changes would you expect under this option? 

Costs would likely: 8 Increase a lot 47 Increase a little 35 Stay the same 10 Decrease 
B. Scheduling time on 

the ICN would be: 15 Easier 50 More difficult 35 No difference 
C. My personal use of 

the ICN would: 27 Increase 
D. Improvements to the 

system would happen: 41 More often 

13 Decrease 

18 Less often 

E. I would likely have: 37 More service options 20 Fewer service options 

Decline 
F. The quality of overall 

service would: 27 
G. The overall impact 

of the change on me 

Improve 

would be: 19 Major 
H. Under this systems, do 

you believe you would 
be an authorized user? 

11 

50 Minor 

88 Yes 

60 No difference 

41 No difference 

43 

62 

No difference 

No difference 

31 No impact 

12 No 

Q13. Assume the ICN would be co-owned by a joint state-private entity (e.g. partnership, cooperative, 
corporation). Based on what you know and compared to the current state-owned system, what changes 
would you expect under this option? 

A Costs would likely: 21 Increase a lot 66 Increase a little 10 Stay the same 3 Decrease 
B. Scheduling time on 

the ICN would be: 18 Easier 53 More difficult 29 No difference 
C. My personal use of 

the ICN would: 18 Increase 22 Decrease 
D. Improvements to the 

system would happen: 33 More often 26 Less often 

E. I would likely have: 36 More service options 25 Fewer service options 

Decline 
F. The quality of overall 

service would: 25 
G. The overall impact 

of the change on me 

Improve 

would be: 25 Major 
H. Under this systems, do 

you believe you would 
be an authorized user? 

19 

48 Minor 

81 Yes 

60 No difference 

41 No difference 

39 

56 

No difference 

No difference 

27 No impact 

19 No 



Ql6. Assume the ICN continues to be owned and operated by the State of Iowa and excess capacity is 
leased to private contractors. Based on what you know and compared to the current state-owned 
system, what changes would you expect under this option? 

A. Costs would likely: 14 Increase a lot 43 Increase a little 35 Stay the same 8 Decrease 
B. Scheduling time on 

the ICN would be: 13 Easier 50 More difficult 37 No difference 
C. My personal use of 

the ICN would: 20 Increase 16 Decrease 
D. Improvements to the 

system would happen: 37 More often 19 Less often 

E. I would likely have: 34 More service options 18 Fewer service options 

Decline 
F. Toe quality of overall 

service would: 28 
G. The overall impact 

of the change on me 
would be: 20 

H. Under this systems, do 
you believe you would 
be an authorized user? 

Improve 

Major 

13 

46 Minor 

81 Yes 

64 No difference 

44 No difference 

48 No difference 

59 No difference 

34 No impact 

19 No 

Q 17. Assume the ICN continues to be owned and operated by the State of Iowa and excess capacity is 
leased to a private operator in markets only where existing vendors are not capable or willing to 
provide the service. Based on what yo~ know and compared to the current state-owned system, what 

· changes would you expect under this option? · · · 

A. Costs would likely: 22 Increase a lot 46 Increase a little 28 Stay the same 4 Decrease 
B. Scheduling time on 

the ICN would be: 15 Easier 44 More difficult 41 No difference 
C. My personal use of 

the ICN would: 14 Increase 18 Decrease 
D. Improvements to the 

system would happen: 20 More often 25 Less often 

E. I would likely have: 22 More service options 25 Fewer service options 

Decline 
F. The quality of overall 

service would: 16 
G. The overall impact 

of the change on me 

Improve 

would be: 19 Major 
H. Under this systems, do 

you believe you would 
be an authorized user? 

20 

41 Minor 

77 Yes 

68 No difference 

55 No difference 

53 

64 

No difference 

No difference 

40 No impact 

23 No 



Q20. Based on your knowledge of the ICN as you understand it today, which ONE of the options just 
discussed would be the most beneficial to you? Please give only ONE answer. 

2 The ICN is sold for private ownership and operation and current authorized users 
would not be assured affordable access. 

11 The ICN is sold for private ownership and operation and current authorized users 
would be assured affordable access. 

15 The State of Iowa retains ownership and operation of the ICN and sells excess 
capacity for private ownership and operation. 

3 The ICN is co-owned by a joint state-private entity. 

6 The State of Iowa retains ownership and the operation of the ICN is operated by a 
private contractor who assumes all risk. 

5 The State of Iowa retains ownership and the management of the ICN is contracted to a 
private operator. The State of Iowa assumes all risk. 

16 The State of Iowa retains ownership and operation of the ICN and excess capacity is 
leased to private operators. 

8 The State of Iowa retains ownership and operation of the ICN and excess capacity is 
leased to private operators in markets only where vendors are not capable or willing to 
provide the service. 

8 The State of Iowa retains ownership and operation of the ICN and access is limited to 
. the current list of authorized users. 

17 The State of Iowa retains ownership and operation of the ICN and all Iowans become 
authorized users. 

None 

9 Don't know 



State Public Policy Group 
SEI.ZER BODDY, INC. 

Srudy #1277 

184 Non-Authorized (Business) Users 
September 1995 

IOWA COMMUNICATION NETWORK SURVEY 
FILLED-IN QUESTIONNAIRE 

Q 1. Please put an X in the box that best represents your workplace. 

- K-12 Education (included AEA's) - Higher Education 
- Library - Government Agency 

100 Business - Hospital/Medical Clinic 

Q2. Which of the following telecommunications technologies are you currently using: (Mark all that 
apply.) 

25 Internet 
43 Other online data services 
32 Voice Services 

5 Distance learning (video) 

1 Telemedicine 
10 Video Conferencing 
36 Not using any telecommunications 

technology 

Q3. Do you consider yourself to be heavy user of telecommunication technology, a mid~level user, a 
low-level user, or a non-user of telecommunication technology? 

12 Heavy user 20 Mid-level 4D Low-level 28 Non-user 

Q4. Which of the following reasons best explains why you do not use telecommunications technologies 
more often than you ·currently do? (Mark all that apply.) 

36 Cost of service 
32 Cost of equipment 
17 Technology not available in my area 
4 Not interested 

18 Don't know how to use 
17 Don't know how to access technology 
41 Not necessary for my purposes 

7 None of these 

Q5. Which of the following functions of the Iowa Communications Network (ICN) do you currently 
use? 

2 Internet 
2 Other online data services 
1 Voice Services 
4 Distance learning (video) 

- Telemedicine 
7 Video Conferencing 

87 Not using ICN telecommunications 
technology 

Q6. Do you consider yourself to be heavy user of the ICN, a mid-level user, a low-level user, or a 
non-user? 

- Heavy user 2 Mid-level 10 Low-level 88 Non-user 

Q7. How important do you feel it is to incorporate telecommunications technologies into your 
business/organization? 

34 Very important 37 Fairly Important 16 Not Important 13 Not sure 

Q8. Overall, how would you rate the value you receive for the costs you pay to use the ICN? 

14 A bargain 46 A fair value for the money 4D Too expensive for what it delivers 



Ql2. Assume the ICN the state of Iowa would retain ownership and operation of the ICN and sell excess 
capacity for private ownership and operation. Based on what you know and compared to the current 
state-owned system, what changes would you expect under this option? 

A. Costs would likely: 21 Increase a lot 31 Increase a little 33 Stay the same 15 Decrease 
B. Scheduling time on 

the ICN would be: 20 Easier 48 More difficult 32 No difference 
C. My personal use of 

the ICN would: 23 Increase 13 Decrease 
D. Improvements to the 

system would happen: 30 More often 33 Less often 

E. I would likely have: 38 More service options 27 Fewer service options 

Decline 
F. Toe quality of overall 

service would: 25 
G. Toe overall impact 

of the change on me 

Improve 

would be: 18 Major 
H. Under this systems, do 

you believe you would 
be an authorized user? 

25 

42 Minor 

43 Yes 

64 No difference 

37 No difference 

35 No difference 

50 No difference 

40 No impact 

57 No 

Q13. Assume the ICN would be co-owned by a joint state-private entity (e.g. partnership, cooperative, 
corporation). Based on what you know and compared to the current state-owned system, what changes 
would you expect under this option? 

A. Costs would likely: 24 Increase a lot 44 Increase a little 26 Stay the same 6 Decrease 
B. Scheduling time on 

the ICN would be: 23 Easier 44 More difficult 33 No difference 
C. My personal use of 

the ICN would: 22 Increase 17 Decrease 
D. Improvements to the 

system would happen: 33 More often 34 Less often 

E. I would likely have: 38 More service options 29 Fewer service options 

Decline 
F. Toe quality of overall 

service would: 32 
G. Toe overall impact 

of the change on me 

Improve 

would be: 16 Major 
H. Under this systems, do 

you believe you would 
be an authorized user? 

27 

45 Minor 

39 Yes 

61 No difference 

34 No difference 

33 

41 

No difference 

No difference 

39 No impact 

61 No 



Q16. Assume the ICN continues to be owned and operated by the State of Iowa and excess capacity is 
leased to private contractors. Based on what you know and compared to the current state-owned 
system, what changes would you expect under this option? 

Costs would likely: 11 Increase a lot 41 Increase a little 31 Stay the same 17 Decrease 
Scheduling time on 
the ICN would be: 17 Easier 40 More difficult 43 No difference 

C. My personal use of 
the ICN would: 20 Increase 10 Decrease 

D. Improvements to the 
system would happen: 19 More often 33 Less often 

E. I would likely have: 27 More service options 21 Fewer service options 

Decline 
F. The quality of overall 

service would: 17 
G. The overall impact 

of the change on me 
would be: 16 

H. Under this systems, do 
you believe you would 
be an authorired user? 

Improve 

Major 

23 

37 Minor 

45 Yes 

70 No difference 

48 No difference 

52 

60 

47 

55 

No difference 

No difference 

No impact 

No . 

Q17. Assume the ICN continues to be owned and operated by the State of Iowa and excess capacity is 
leased to a private operator in markets only where existing vendors are not capable or willing to 
provide the service. Based on what you know and compared to the current state-owned system, what 
changes· would you expect.under this option? · . 

A Costs would likely: 21 Increase a lot 40 Increase a little 28 Stay the same 11 Decrease 
B. Scheduling time on 

the ICN would be: 15 Easier 39 More difficult 46 No difference 
C. My personal use of 

the ICN would: 16 Increase 13 Decrease 71 No difference 
D. Improvements to the 

system would happen: 10 More often 40 Less often 

E. I would likely have: 17 More service options 33 Fewer service options 

Decline 
F. The quality of overall 

service would: 11 
G. The overall impact 

of the change on me 
would be: 16 

H. Under this systems, do 
you believe you would 
be an authorired user? 

Improve 

Major 

29 

31 Minor 

38 Yes 

50 No difference 

50 No difference 

60 No difference 

53 No impact 

62 No 



• 
Q20. Based on your knowledge of the ICN as you understand it today, which ONE of the options just 

discussed would be the most beneficial to you? Please give only ONE answer. 

17 The ICN is sold for private ownership and operation and current authorized users 
would not be assured affordable access. 

21 The ICN is sold for private ownership and operation and current authorized users 
would be assured affordable access. 

9 The State of Iowa retains ownership and operation of the ICN and sells excess 
capacity for private ownership and operation. 

3 The ICN is co-owned by a joint state-private entity. 

3 The State of Iowa retains ownership and the operation of the ICN is operated by a 
private contractor who assumes all risk. 

2 The State of Iowa retains ownership and the management of the ICN is contracted to a 
private operator. The State oflowa assumes all risk. 

5 The State of Iowa retains ownership and operation of the ICN and ex~ss capacity is 
leased to private operators. 

1 The State of Iowa retains ownership and operation of the ICN and excess capacity is 
leased to private operators in markets only where vendors are not capable or willing to 
provide the service. 

3 The State of Iowa retains ownership and operation of the ICN and access is limited tQ 

the current list of authorized users. 

11 The State of Iowa retains ownership and operation of the ICN and all Iowans become 
authorized users. 

3 None 

22 Don't know 
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METHODOLOGY 

Question 13: What are the positive and negative impacts of this option on the 
state's ability to retain long-term capacity sufficient to meet the present and 
future needs of the currently authorized users? 

In order to answer this question we had extensive discussions with several 
telecommunications managers in a focus group setting to discuss the capacity issue. 
Much of the initial discussion centered around defining key areas that would need to be 
understood by everyone discussing the issue. Assumptions were drawn to allow the 
discussion to move forward and not spend too much time revisiting the same issues. 

The following assumptions were made: 

(1) Definition of Excess Capacity - It was agreed that excess capacity is a moving 
target due to technological advances in electronics equipment which multiplies 
the potential of fiber optics to carry video, voice and data signals. Most-of the 
capacity that would be available through the ICN would be made available 
through the usage of existing electronics and/or additional electronics to be 
added to the system to increase capacity. The participants agreed that very little 
of the excess capacity would be in the form of dedicated or dark fiber which 
could be leased to other users. Excess capacity of the ICN is not definable at 
this time and would continue to be everchanging. 

(2) Sale of the Excess Capacity - If a sale of the capacity would occur the sale 
price would also include some of the costs for the infrastructure or backbone of 
the system. Because of this, any sale to private industry without full and 
complete cost separation would become a state-subsidized activity and, 
therefore, would still be indirectly paid for by the taxpayers. 

(3) Legislative Subsidies - In order for private industry to accept the 'assurances' 
that distance learning capabilities will still be made available under many of 
these options they must be convinced that state appropriations that subsidize the 
cost of the distance learning portion of the ICN must not spill over and also 
subsidize the other services provided by the ICN that compete with private 
i_ndustry. 

(4) Term Definitions - The word price is used by the focus group participants to 
mean the amount of money that the end-user would have to pay for the service. 
Cost is the amount of money the ICN incurs in order to provide that service. The 
point being, these two terms are not interchangeable and have very different 
meanings in the following responses. 

1 



ICN Costs of Operation 
Equalization Rates 

Private Industry Costs 
Not Borne By The ICN 

(Federal and State Income Taxes, 
Property Taxes, Right of Way, and 

Cost of Capital) 

ICN Rate 

esults: 

Usage 

Rates charged by ICN would be on an equitable 
basis with private Industry. 
Recovery of private Industry costs not borne by 
ICN would reduce taxpayer subsidy. 

ICN Revenue 

ICN Costs of Operation 

Profit Taxpayer Subsidies 

Balanced ICN Budget 



Not applicable. 

OPTION 2 
Sale of Network 

(With Assurances) 
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OPTION 4 
Private/Public Ownership 

POSITIVE IMPACTS: 

The focus group addressed the overall issue of private/public ownership from the 
standpoint of a clear understanding of excess capacity. The group felt that excess 
capacity is not clearly definable nor clearly separable from the backbone network 
system of the ICN. Since there is no clear separation between excess capacity and the 
existing network, it would be necessary for a common purpose and direction to exist 
between the private and public owners of the network. If excess capacity was the 
responsibility of private industry and the public purpose for the ICN was the 
responsibility of the public owners of the system these two objectives would be 
diametrically opposed and would be very difficult to create a win-win relationship. The 
business objectives of the two owners would be too different and they would always be 
conflicting. 

NEGATIVE IMPACTS: 

As a result of the existence of opposing objectives, the group felt that the Option 4's 
likelihood for long term success is very low. The ICN appears to be looking for . 
alternative revenues to support the cost of .tt,e network . . The objective of OptionA 
appears to be a method to achieve an alternative revenue source for excess capacity. 
It is the position of the focus group that utilization of excess network capacity to 
generate revenues for the ICN is an indirect subsidy on the part of the taxpayers to 
providing an opportunity for competition with existing telecommunications providers in 
an unfair manner. 
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POSmVE IMPACTS; 

STRTE PUBLIC POLICY GROUP 

OPTION 6 
State Ownership 

Private Management 

+1 515 243 5941 P.01 

The state would have the ability to meet the excess capacity needs of currently 
authorized users through enhanced technologies and additional investment in the ICN. 

NEGATIVE IMPACTS: 

This option creates the opportunity for unfair competition with existing 
telecommunications providers through direct subsidies on the part of taxpayers. This 
would create a long tenn negative impact on the taxpayers ()f Iowa and on the 
economic viability of existing telecommunications providers. 
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OPTION 7 
State Lease to Private Companies (Competitive) 

POSITIVE IMPACTS: 

This option would appear to allow the state the ability to retain long term capacities 
sufficient to meet the present and future needs of currently authorized users. This 
capacity can be met through investment in electronics which will expand the utilization 
of existing fiber. 

NEGATIVE IMPACTS: 

Option 7 calls for capacity leased by the state equal to the amount necessary to cover 
state operational costs and debt service plus depreciation. While this stated objective 
comes closer to pricing the excess capacity to other users on a basis that would 
recover the state's cost of those services, there is an inherent subsidization in the 
states operating costs on the part of taxpayers. For example, private utility companies 
pay federal and state income taxes, state property taxes, right of way costs, and other 
costs which are not a part of the ICN costs. If the ICN were owned and operated by 
private industry the state and local governments would receive tax revenues from the 
existence of the system. Those tax costs would be loaded into the pricing of excess 
capacity by a private utility company. Since the ICN is exempted from some of these 
costs, the indirect subsidy provided to the ICN in the form of lost revenues to state and 
local government once again creates an unfair competition with private industry. 
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___________ .. 
OPTION 9 

State Ownership and Operation (No Changes) 

Not applicable. 
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METHODOLOGY 

SAMPLE: 
In choosing our sample we used a stratified random sampling method. The initial strata 
was to include those who provide service to a college(s) and the second was to provide 
service to hospital(s). Our initial sample was taken from the directory of active affiliate 
and associate members of the Iowa Telephone Association. It was further divided into 
(1-2,000 access lines), medium (1,000-3,000 access lines) and large (3,000-up access 
lines) telephone companies. We chose four from each group. If no companies fit into 
either of the strata we randomly selected from the appropriatH list. Our population was 
then expanded to the list of telephone companies provided by the Iowa Utilities Board. 
From this we chose nine more companies totaling a sample of 21. The companies 
included long distance carriers and other providers who provide fiber optic services to 
the telecommunications industry. 

METHOD/RESPONSES: 

A survey was mailed to our sample group. The survey was designed to extract both the 
positive and negative impacts each option would have on the telecommunication 
providers. We received responses from three (3) small, medium and large (i.e., as 
defined above) local echange carriers for a total of nine (9). We received responses 
from .tour (4) long <;ii.stance companies. 

CONTENTS: 

Section 1: Local Exchange Carrier Raw Data 
This section includes the raw data results (i.e., verbatim) of the Local Exchange 
Carriers responses. 

Section 2: Local Exchange Carrier Analysis 
This section includes a summary or analysis of the positive and negative impacts each 
option would have on the Local Exchange Carrier 

Section 3: Long Distance Carrier Raw Data 
This section includes the raw data results (i.e., verbatim) of the Long Distance Carriers 
responses. 

Section 4: Long Distance Carrier Analysis 
This section includes a summary or analysis of the positive and negative impacts each 
option would have on the Long Distance Carrier. 
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• 
POSITIVE IMPACTS: 

------------
OPTION 1 

Sale of Network 
(No Assurances) 

• This sale would treat all telecommunications companies equal. Affordable rates 
are rates that are subsidized by the tax payer. 

• We wouldn't have to deal with state financial competition in the local loop. Our 
negotiations on lease extensions would be with an entity that would hopefully be 
easier and quicker to deal with. Also, decisions as to the use of the systems 
would not be subject to political influences but on the free market. 

• I can not think of any positive impact this could have on our company. 

• The private industry would be on a more even playing field with us, regarding 
the rates they charge per month, they would not be subsidized by our local 
subscribers as tax payers thus keeping the competition out of our small 
telephone exchange for the time being. 

• My company would know if we have a future or not. We would know who the 
operator is, and in all _likelihood, his intentions. 

• This would be great for telecommunication providers. Everyone would be on a 
level playing field with no tax payers money involved in supporting a 
telecommunication provider, but in talking to different legislators they have 
repeatedly stated that this would never happen. 

• None that we can see. 

• Private industry ownership would allow for competitive pricing on a level playing 
field. The way it appears today, the capacity of the network can be priced to 
;:.._~:-.orized users without the need of the state to fully recover for debt retirement, 

- interest and maintenance. Assuming continued appropriations from the 
legislature, the ICN can price services will below cost and provide a significant 
advantage over private industry in areas they may compete. If the sale went to 
private industry and particularly existing telecommunications providers, we may 
have the ability to interconnect our existing networks to the education facilities in 
our areas much sooner than the proposed ICN schedule. 

• If ICN was sold to private at least we would be competeing on an even basis. 

17 



POSITIVE IMPACTS: 

• None 

-----------
OPTION 2 

Sale of Network 
(With Assurances) 

• We wouldn't have to deal with state financial competition in the local loop. Our 
negotiations on lease extensions would be with an entity that would hopefully be 
easier and quicker to deal with. Also, decisions as to the use of the systems 
would be not subject to political influences but on the free market. 

• This is probably the best option for our company. 

• As long as access to capacity would be available to my company at the same 
rate as anybody else, no matter how big or small they are. 

• My company would know if we have a future or not. We would know who the 
operator is, and in all likelihood, his intentions. 

• Option 2 would take the state out of competition with private telecommunications 
companies tor revenue dollars; · Any buyer of the network facilities would then • 
have to compete on a equal basis with the rest of the telecommunications 
companies tor customers. A new buyer must base their prices on cost just like 
the rest of the industry. It would be a reasonable conclusion that any option to 
sell facilities would include assurances to the state to meet all their need for 
authorized users. 

• None unless purchased by INS as we are stockholders and would be able to 
work out mutually beneficial arrangements. 

• The sale to private industry would provide for competitive pricing on a level 
-~ playing field. This option would provide some assurance that our current 

investments in fiber and electronics to connect _a few of the Part Ill end points in 
our serving area would not be abandoned due to unaffordable rates. 

• ICN should be sold to private enterprise. If necessary, state should subsidize 
buyer for education needs. 
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OPTION 3 
Sale of Excess Network Capacity 

POSITIVE IMPACTS: 

• Very little. Possibility in time to purchase some of excess but realize that state 
owned network selling space on network below breakeven level gives state a 
socialistic outlook on government. 

• There is no positive aspect unless the state stops allowing anymore users on the 
network except for educational institutions. We then wouldn't have to have direct 
state supported competition. It would be indirect which is just as bad. 

• None 

• This option does not have any positive assurances for my company. 

• No known positive impacts. 

• None 

• None 

· • I cannot see any-significant benefits for our company outside the fact that the 
anticipated lease payments for Part Ill end points connections would continue. 

21 



• This option could provide for a significant threat of bypass in our exchange 
areas. Since I do not know how the network costs would be allocated between 
the ICN portion and the excess capacity portion, the threat exists that the excess 
capacity could be leased at below market rates and in tum provide competitors 
artificially low cost access into our exchanges and ultimately to our high volume 
customers. 

• State should not own the fiber networks that is paid for with tax money to 
compete unfairly with private companies. If the ICN continues to expand into the 
communications business they could become a monopoly. This doesn't seem 
fair when the government has cause to breakup of monopolies. Private 
companies can not compete against ICN when ICN doesn't have to charge rates 
to pay for original cost and their true expenses. The state uses the tax money 
we pay to be in competition against us; doesn't seem to fair. 

23 
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NEGATIVE IMPACTS: 

• No comments. 

• It would still allow the same unfair state supported competition. It may make it 
easier for the purchaser to get into competition in our area. But, the state 
probably was heading that direction anyway and already took our medical 
facilities and schools away from us. It shouldn't effect our local schools since our 
company would ensure the schools would have the technology they needed at 
affordable prices. 

• The ICN would still be tax supported. 

• Again, our tax dollars are helping out the private industry, not only do you have 
the state competing in our service territory, you also have a private industry. My 
rural customers are going to hurt the most. You'll end up not only taking my 
business customers but also the urban as well, leavin~J my rural customers with 
high rates. 

• This option seems to be very unworkable. Who are the eligible vendors in the 
industry? 

• The State of Iowa should not be in the telecommunications business in 
competition with tax paying identities. The state does not set their prices based 
on their total cost of doing business. We must have fair competition for private 
business to survive. 

• Bypass of facilities, too many investor with no knowled~Je of telephony involved, 
loss of revenue access. 

• The ability of the state to adequately account for and acknowledge its cost has 
shown to be extremely difficult. With a private/public ownership structure this 
issue will be complicated further. For example, the allocation of costs to the 
p11'1lic portion could be weighted based on the anticipated appropriations from 

- the legislature or weighted to ensure the targeted return on the private 
investment. This, once again, could lead to the ability to price capacity and other 
services at rates below market and therefore have a competitive advantage. 

• If any part is state owned, we will be subsidizing the state's part with our tax 
money. 
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NEGATIVE IMPACTS: 

• 

• 

• 

• 

• 

• • 

• 

• 

None 

The same as in Option 1, 2 & 3. This is no different than leasing excess 
capacity. It has the same effect of creating an unfair competitive advantage 
because no capitol would need to be expended to put someone in the telephone 
business. 

As long as the ICN has ownership we can not compete with them . 

Again, our tax dollars will be supporting private organization due to on going 
expenses. They would come in our town and take our business customers 
away, thus leaving higher rates for others. 

There is already enough capacity in the existing private networks. By doing this 
you are artificially starting competition with no universal service requirements. 
My company and other telephone companies would suffer greatly by predatory 
pricing. 

If the state retains ownership of the network it will always be in competition with 
the private sector. Any options which it intends to lease capacity would be in 
direct competition with·companies like INS for services. Private companies can · 
never compete with the state because the state does not set their prices based 
on their total cost of doing business. Any entity which would lease capacity from 
the state will be getting a state tax payer subsidy to compete directly with our 
industry. Any options which the state still owns the facilities will never shut the 
door on who will be authorized to use the network at a tax payer subsidized rate. 
This in fact may lead to the possibility of a socialized telecommunication system. 

Although current authorized users and educational facilities would be assured 
affordable rates, these rates will undoubtedly be subsidized through higher rates 
for other users. Administrative fees could be astronomical as both state and 

-~ private company would have cost in this area. We would be forced to compete 
with the state who would be operating in a tax-free environment while 
independent telcos are taxable. · 

Dependent upon what the lease rate to the operator was and if there would be 
any restrictions as to what other types of services could be offered, there could 
once again be a serious threat of bypass by our high volume customers. Once 
you lose the large customers, the opportunity to provide upgraded services and 
new technologies becomes more difficult because your base to spread the costs 
over are significantly reduced. 
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POSITIVE IMPACTS: 

OPTION 6 
State Ownership 

Private Management 

• *Option 2 is the only fair option. 

• *I don't see this much different from option 5. It has the same effect. 

• *None 

• None 

• No known positive impacts. 

• None 

• At least it might be operated by some entity with prior telephone experience and 
expertise. 

• If private management is told that the network is to remain primarily an 
educational network and move its focus from one of expanding services in direct 
competition with private industry, there may be an opportunity to work in more 
cooperative manner. 

• None 
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• OPTION 7 
State Lease to Private Companies (Competitive) 

POSITIVE IMPACTS: 

• There are no positive impacts. All of the options in this study that allows for the 
state to compete with private sector is only going to market the customer pay 
more or service and improvements will not be made because there will not be 
the margin of profit. 

• This is the same as Option 6. 

• The ICN can not have a positive impact on our company. 

• If the state can operate the system not for profit, our tax dollars will be well spent. 
Our company pays the same rate for capacity as any other private industry. 

• No known positive impacts. 

• None 

• None 

• No positive impacts except the current lease payments for Part Ill end point 
connections would continue. 

• None 
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high volume customers. As for the state to become a long distance provider, this 
would be in direct competition with out company. This will have, an already does 
through its current program with the AEA's, an immediate negative impact on our 
company. 

• The ICN could be taking our business from us. Also as a part owner of Iowa 
Network Services, they would be cutting into INS profits. 

33 



NEGATIVE IMPACTS: 

• This option still have government involvement in competition with private 
enterprise. Because the ICN started doing only limited projects but that has 
grown to include more and becoming more competitive with private industry. 
Does any one not believe that this option will become competitive in the future. 

• Same as Option 6 & 7. 

• Still state owned. 

• Down -the road, the state changes its mind with no guarantees of any long term 
commitment, we would be forced into competition with the state again. 

• This could lead to mandating prices for lease. Many of these services could be 
available, but the obvious come back would be that they are not competitive 
prices. In effect, mandating lease prices if telephone companies want to provide 
them. Defining services available in an area could be real bugaboo. To define 
private operations and private companies could also be extremely difficult and 
potentially damaging. If the State had the GUMPTION to follow through with this 
option, this would be fine. Unfortunately, I doubt if the Legislature has the 
"weatheraW to sustain the continuing bombardment of requests for additional 
authorized users. From a negative impact, this would continue the assault, just 
like I said above, on enlarging the authorized user base. · This also-takes .away 
revenue for line haul for long distance facilities that my company has made an 
investment. 

• If the state leased to private operation at their tax payer subsidized rate, then a 
private telecommunication provider had service at a later date at their real cost, 
the cost would be higher and the customer would complain about the higher 
cost. 

• We would have no incentive to upgrade our facilities when we risk being under 
cut by a state subsidized provider. 

• There is not a significant negative impact with this option. An area of concern 
with this option would be defining when a company is capable or willing to 
provide a service. Would it have to be at the same price that the ICN was 
offering? 

• There are already other companies that provide these services. 
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NEGATIVE IMPACTS: 

• As we have no one assigned to ICN now, it would have no negative impacts. 

• Some of our larger customers have been taken away. This state supported 
competition is unfair and also the low rates being subsidized by tax dollars will be 
a constant drain. 

• This is costing the state and also taking toll from the local telephone companies. 
There are cheaper ways to provide educational facilities in our area. 

• We are in competition with the state, again, double taxes our customers. Our 
local rates could go up due to decrease in revenues. The state being able to do 
what ever they want to get added revenues, even if it means taking away our 
subscribers. 

• The biggest negative impact is that I do not believe that the State has the 
gumption to follow through with this option. There is a continuing bombardment 
of requests for addition authorized users. The continuing authorization of 
additional users would take revenue from line haul for long distance facilities that 
my company has made an investment. The State pricHs its services below true 
costs and thus is predatory pricing. 

• Option 9 would never shut the door on who will be authorized to use the network 
· at a taxpayer subsidized rate. With the general assembly able to change the 
laws from year to year, this could never be put in stone. 

• We would be trying to compete with a tax-exempt state subsidized operation who 
would have unfair advantage. 

• The way the ICN is operating today is already having a negative impact on our 
company. The reselling of toll, internet access, video conferencing services are 
all services that we offer today and offered before the ICN offered them. This 
subsidized competition will continue to impair our ability to offer new or expanded 

·~ services to all of our customers. Our commitment is to offer new technologies to 
all of our customers, including the high cost rural customers. Without the high 
volume users, this will become more and more difficult at affordable prices. 
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OPTION 10 
State Ownership and Operation (No Limits) 

POSITIVE IMPACTS: 

• No positive impacts. 

• None 

• None 

• As long as our user fee of the network would be the same, for any other provider. 

• I would be able to afford and would not need to make my first trip to see 
Communist countries as their philosophies would be enacted in Iowa! 

• None 

• None 

• There are no significant benefits to our company with this option. Only positive 
would be that we might be able to recover a portion of our cost in connection with 

. the Part Ill end points that we serve. 

• None 
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• See option 9. This would be like playing monopoly with someone who could 
change the rules with every role of the dice, go directly to jail, do no pass go, do 
not collect. Nobody wants to play with no opportunity to win or even survive. 
This whole situation reeks of socialism and excess gov't involvement. 

• The negative impact would be tax subsidized competition. Results would be 
bypass of high volume customers, lost incentive to provide new services to 
customers who may not have access to ICN, inability to achieve rate of return 
necessary to provide these services. Private business operations and 
government operations are completely different. You cannot make them ulooku 
the same. There is no way we would be able to compete with the ICN on a level 
playing field without some limitations on the use of the network. 

• They will be taking business from our company with unfair competition. Then 
when the state's revenue decreases because of our decrease in revenue, they 
will have to raise taxes to keep the ICN Network going. 
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POSITIVE IMPACTS: 

OPTION 1 
Sale of Network 
(No Assurances) 

• Two respondents indicated there were no positive impacts on their company. 

• The remaining respondents indicated that this sale would put all 
telecommunications providers on the same level (i.e., not subsidized), keeping 
the state from competing with their companies. 

NEGATIVE IMPACTS: 

• Two respondents indicated there were no negative impacts on their company. 

• The threat of competition from the purchaser is a concern among the remaining 
respondents. The potential for losing their best customers exists. This will result 
in higher costs to pass on to their remaining customers and decreased revenue. 

• One respondent indicated that this was not a good option due to "no 
assurances". The buyer should have some regulations. Another respondent 
indicated rates should be kept affordable toreducation. · 
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OPTION 3 
Sale of Excess Network Capacity 

POSITIVE IMPACTS: 

• All the respondents indicated no significant positive impacts. 

• Only positive impact was the anticipated lease payments for Part Ill end point 
connections would continue. 

NEGATIVE IMPACTS: 

• All of the respondents indicated this scenario would create unfair competition 
with the state and with new providers: 
- The tax-exempt State would be competing with providers who pay taxes. 
- New providers would be able to compete with existing providers without 

needing the capital existing providers have already invested. 

• All respondents indicated this option would be detrimental to their company. 
This option would result in loss of their best subscribers, force local rates up, and 
hurt business development. 

• One respondent expressed concern with the assurance~ and in competing with · 
an entity that is subsidized. Additionally, if the state still owns facilities, the 
respondent indicated there may not be a limit to who will be authorized to use the 
netwo~ at a subsidized rate. 

44 



POSITIVE IMPACTS: 

OPTION 5 
State Ownership 

Private Operations 

• Four of the respondents indicated there are no positive impacts for this option. 

• The positive impacts: 
- The operator would be on same level as other telephone companies. 
- The possibility of the operator having prior telephone experience and 

expertise. 
- No positive impact unless INS operated it. 
- Lease payments on existing Part Ill end points would continue. 

NEGATIVE IMPACTS: 

• Most of the respondents indicated this scenario would create unfair competition 
with the state and with new providers: 
- The tax-exempt State would be competing with providers who pay taxes. 
- New providers would be able to compete with existing providers without 

needing the capital existing providers have already invested. 

• For all respondents, a threat for loss of their best customers exists. This will 
result in higher costs to pass on to their remaining customers and decreased 
revenue. 
- Opportunity to provide upgraded services and new technologies becomes 

more difficult. 

• Two of the respondents expressed concern with the assurances and in 
competing with an entity that is subsidized. One of these respondents indicated 
there may not be a limit to who will be authorized to use the network at a 
subsidized rate. 
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OPTION 7 
State Lease to Private Companies (Competitive) 

POSITIVE IMPACTS: 

• A majority of the respondents indicated no positive impacts. 

• Positive impacts: 
- If the state can operate the system not for profit, our tax dollars would be well 

spent. 
- Current lease payments for Part Ill end point connections would continue. 

NEGATIVE IMPACTS: 

• All of the respondents indicated this scenario would create unfair competition 
with the state and with new providers: 
- The tax-exempt State would be competing with providers who pay taxes. 
- New providers would be able to compete with existing providers without 

needing the capital existing providers have already invested 

• For all respondents, a threat of losing their best customers exists. This will result 
in ·higher costs to pass on to their remaining =customers and decreased revenue. 

• Several respondents indicated concern over the state becoming a long-distance 
provider. One respondent mentioned that the state would be directly competing 
with their company. 

• Three of the respondents expressed concern with the assurances and in 
competing with an entity that is subsidized. Two of these respondents indicated 
there may not be a limit to who will be authorized to use the network at a 
subsidized rate. 
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OPTION 9 
State Ownership and Operation (No Changes) 

POSITIVE IMPACTS: 

• Most of the respondents indicated that this would be positive only if access was 
limited to the current users. 

NEGATIVE IMPACTS: 

• All of the respondents indicated this forces their companies into unfair tax 
subsidized competition with the state. 

• For all respondents, a threat of losing their best customers exists. This will result 
in higher costs to pass on to their remaining customers and decreased "revenue. 

• Most of the respondents expressed concern with the possibility of future 
expansion of authorized users. 
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OPTION 10 

State Ownership and Operation (No Limits) 

POSITIVE IMPACTS: 

• Consensus: no positive impacts. 

• Only one respondent indicated it would be positive if their user fe~ of the network 
would be the same for any other provider. 

NEGATIVE IMPACTS: 

• All of the respondents indicated this forces their companies into unfair tax 
subsidized competition with the state. 

• For all respondents, a threat of losing their best customers exists. This will result 
in higher costs to pass on to their remaining customers and decreased revenue. 
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POSITIVE IMPACTS: 

OPTION 1 
Sale of Network 
(No Assurances) 

• The new owner(s) of the ICN would become another provider of network and 
network services in competition with other providers in the marketplace. This is 
the economic model that rewards efficient, innovative providers and maximized 
benefits for customers by providing price/value optimization for products and 
services. 

• ICN becomes controlled by an entity we can compete with. It puts a big player in 
the market for partnering, leasing, etc. Pro-consumer. 

• Existence of the network represents competition to private enterprise. As long 
as there is incentive to increase revenues for the ICN, there will be increased 
threat of competition. Therefore, sale of the network, if the sale reflects true cost 
of the network, means the competition will at least not be tax subsidized. 

• The ICN and our company are competitors for shares of the public sector 
marketplace. Our company participates in the marketplace with many state and 
federal rules governing how we market our services. Since the ICN has none of 
these rules, particularly around cost of service, they currently enjoy a distinct 
advantage in selling telecommunication services to public sector customers. It 
would be reasonable to assume that a private company, purchasing the ICN 
under Option 1, would come under some type or regulatory environment. So 
even though a new competitor would enter the marketplace, they would do so 
under the same regulatory rules, and having fully reimbursed Iowa taxpayers for 
their investment in the network, it and my company would compete in a balanced 
marketplace. 

• With no requirement for any assurances, a private company will charge all users 
what the market will bear, which at a minimum could be cost plus a return on 

_ investment. This ·1.10:.1ld create a situation where current ICN users would begin 
to shop for more cost effective alternatives to the ICN. My company would enter 
the competition for these customers' services and be able to compete with the 
parity described above. 

• A private company buying the ICN and selling services would become a 
participant in Iowa's tax structure. This would add parity to the present 
competitive situation since the ICN does not have to cover taxes, investment, or 
depreciation as part of this cost of providing service. Also, all of Iowa's citizens 
and corporations could benefit from additional, significant revenues for other 
citizen needs. 
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OPTION 2 
Sale of Network 

(With Assurances) 

POSITIVE IMPACTS: 

• None 

• This could present opportunities to grow in Iowa. 

• Existence of the network represents competition to private enterprise. As long 
as there is incentive to increase revenues for the ICN, there will be increased 
threat of competition. Therefore, sale of the network, if the sale reflects true cost 
of the network, means the competition will at least not be tax subsidized. 

• All three assurances result in less pressure on us as a "provider of last resort." It 
would be less likely under Option #2 that we would see a significant migration of 
public sector customers from the ICN. Although we would not have an 
opportunity for the market, we would also not see increased expense. 

• The ICN has been a catalyst for new telecommunications applications, i.e., 
Internet access, distance learning, host access, etc. These applications have 
resulted in new markets for us. We have been working collaboratively with · : 
Iowa's public sector customers to offer options for additive sources. Under 
Option #2, the schools and state agencies would continue to use the ICN; and as 
a result, the momentum for new applications and data opportunities would 
continue. 

• The assurances would add a greater probability that the ICN buyer would 
compete under similar rules and regulations as we do. In order to protect the 
schools and state agencies, some governmental body is going to have to 
oversee compliance, and this oversight will tend to bring competitive parity. This 

_ oversight could also extend to supervision of the network sale to make sure 
Iowa's taxpayers are fully compensated for their ICN investment. 

• A private company buying the ICN would become a participant in Iowa's tax 
structure. This would add parity to the present competitive situation since the 
ICN does not have to cover taxes as part of their cost of providing service. 
Additionally, all of Iowa's citizens and corporations could benefit from additional, 
significant revenues for other citizen needs. 

• This private company could become another major contributor to some of the 
State's socially responsible telecommunications programs such as 911 and 
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• Since this is a sell option, just like Option #1, there is still the possibility that the 
State could be put in a situation where they would have to sell for too low a price. 
If this occurs, a new competitor would enter the marketplace with facility 
infrastructure cost far below those of other service providers. Under these 
conditions, the balanced marketplace would again be jeopardized, and the 
citizens of Iowa would be subsidizing the start-up or expansion of a private 
company as opposed to educational programs. The solution to this concern 
would be close scrutiny by an oversight group to make sure that Iowa's taxpayers 
are fully compensated for their investment in the ICN. 

• Again, because of the MFJ, we cannot be a bidder in the ICN sale process. 
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NEGATIVE IMPACTS: 

• State retained ownership and operation of the ICNs current capacity would 
deprive the end-users of the benefits of the competitive model. 

• Loss of customers, reduction of employees , disincentive to invest in Iowa. 
Additionally as we lose customers we would likely abandon cable and other 
equipment thus our shareholders and/or ratepayers would suffer a financial 
burden. The state of Iowa would see a reduction in tax revenues as we abandon 
cable, lay off employees, and reduce network investments. 

• The state would directly compete with interexchange carriers. The state would 
be selling a service that private enterprise provides. Private enterprise has to 
price its services with consideration for risk and cost of capital, full operating 
costs, depreciation and taxes. Competition from the state would be a threat to 
the successful existence of any company providing similar services. 

• If no company was willing to accept regulatory constraints as a condition of 
buying the excess capacity, there would be pressure to sell excess capacity 
without regulatory rules. If this were to occur, we would be forced to compete in 
an environment where our rules made it impossible for us to compete with other 
providers who have no similar rules. 

• We have capacity for sale on many of the same network routes as the· ICN. This 
means we would not be one of the companies buying excess capacity from the 
ICN. 

• Since we also have capacity for sale (as regulated services) along most of the 
ICN routes, we would be in direct competition with the ICN for capacity sales to 
other telecommunications providers. Without significant changes, the market 
forces in the area are slanted toward the ICN. 

• Because of the MFJ, we cannot be a bidder in any piece of the ICN sale 
pr:; ~~ :S. 
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• The state/private partners would present competition to our business. The cost 
basis for this state/private partnership has been tax subsidized and the risk for 
this entity has been borne by tax payers. This option places the state in the role 
of competitor with private enterprise. This state/private enterprise would gain 
competitive advantages over other providers of similar services through control 
of technology and access to the ICN. 

• All three assurances result in less pressure on us as a "provider of last resort." It 
would be less likely under Option #3 that we would see significant migration of 
public sector customers from the ICN. Although we would not have an 
opportunity for the market, we would also no see increases costs. 

• If no company was willing to accept regulatory constraints as a condition of 
buying the excess capacity, there would be pressure to sell excess capacity 
without regulatory rules. If this were to occur, we would be forced to compete in 
an environment where our rules made it impossible for us to compete with other 
providers with no such constraints. 

• We have capacity for sale on many of the same network routes as the ICN. This 
means we would not be one of the companies buying excess capacity from the 
ICN. Although this in itself is not .a negative impact, it is impo.rtant for the Task . 
Force to know that the ability to buy excess capacity is not a positive for us. 

• Since we also have capacity for sale (as regulated services) along most of the 
ICN routes, we would be in direct competition with the ICN for capacity sales to 
other telecommunications providers. Without significant changes, the balanced 
marketplace in this arena is slanted toward the ICN. 

• The negative impact of sub-option #1 is directly related to the extent of the 
public-owned utilities list of authorized users. If only public entities and 
telecommunications providers are authorized users, all of the negative impacts of 

- SUB-OPTIONS #2 & #3 would apply. If the public-owned utility could see any 
users, the imbalance in the marketplace would increase and create vulnerability 
of lost revenues in all our customer bases. 
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lease, operate the system, and provide all three assurances with the current 
level of public sector revenues and make a profit. It seems that the private 
company could require some type of State subsidy, either concessions or 
incentives. That being the case, this could create a formidable competitor who 
would have a considerable, State-subsidized, competitive price advantage over 
all other market participants. 

• Since no rules or regulatory constraints are mentioned, it is assumed none would 
apply to the private company. We must comply with many complex State and 
Federal rules and regulations. We would have a distance competitive 
disadvantage against a competitor who had no rules or regulations. 
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OPTION 7 
State Lease to Private Companies (Competitive) 

POSITIVE IMPACTS: 

• None 

• Would allow private sector to expand via excess capacity or by allowing 
entrepreneurs to enter. 

• No positive impact 

• All three assurances result in less pressure on us as a "provider of last resort" for 
existing ICN users. It would be less likely under Option #7 that we would see a 
significant migration of public sector customers from the ICN to private business 
providers. 

NEGATIVE IMPACTS: 

• Continued ownership by the state and the retention of assurances would deprive 
end-users.of th~ benefits of_the competitive model. . The state should not be in 
the position of providing t6rig distance services in competition with private 
industry. ICN excess capacity should not be sold to commercial customers. 
These commercial customers include consumers, businesses, and privately­
funded institutions. Such an attempt would in fact put the State Government in 
competition with other entities in the private sector, effectively adding bias and 
distorting the normal working of the open, competitive marketplace. 

• Could cause stranded investment. Provide a disincentive to invest in Iowa. 
Can't easily define "excess capacity". Where does state intervention into the 
private sector stop; i.e., gas, electric, fast food, etc.? 

• This option represents direct competition by state government with our company. 
A major portion of our companies revenues are derived from leasing capacity to 
private businesses and telecommunications companies. This option would make 
the state a direct competitor in every market our company serves. When we 
lease capacity, we have to price services taking into account the costs of 
operations, depreciation, capital and taxes. It is important to note that the state 
used some of our tax dollars to build and operate the ICN and that under this 
option, those tax dollars would bused to compete directly with the company. In 
addition to leasing capacity, we also offer long distance, voice, video and data 
services. 
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OPTION 8 
State Lease to Private Companies (Not Competitive) 

POSITIVE IMPACTS: 

• The "non-competitive" leasing of excess capacity could provide vendors with 
access to facilities without the expense of construction. 

• Services would be provided to areas not economically feasible for private sector 
providers. 

• No positive impacts 

• We would not be significantly impacted (positively) by this additional feature to 
the present method of operation. 

NEGATIVE IMPACTS: 

• Continued ownership by the state and the retention of assurances would deprive 
end-users of the benefits of the competitive model. 

• Distortion of the market due to ICN being a supplier. 
. . . 

• If a private company wants a telecommunications s_ervice and is willing to pay a 
cost necessary for a provider to deliver the service, the provider will deliver the 
service. Demand for service has built the world's best telecommunications 
system in this country through private enterprise. The demand for state of the 
art telecommunications services also led the creation of our company. That 
demand continues to drive the growth of our company and its services. This 
option would stifle that demand and provide services to competitors and/or 
potential customers by a tax subsidized competitor. 

• We would not be significantly impacted (negatively) by this additional feature to 
the ~' c:6ent method of operation. 
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• Annual threat (via legislative approval) of user expansion. Private sector still 
subject to political process controlling the ICN not consumers, shareholders and 
technological change. 

• The continuing policy debate over authorized users, authorized use coupled with 
the limited resources available to educational institutions will continue to pose a 
threat to our business. Educational users today suggest offering ICN services to 
our customers in order to bring more revenue into the network. That revenue 
would come from the private sector into the public sector. Even the term 
"educational use" leads to problems since the application of this limitation can be 
so arbitrary. For example, would it be "educational" if a private business used 
the ICN to teach its sales force or clients about a new product? Unless and until 
that state strictly and clearly defines its interests to the public schools and state 
government uses and users, this network presents a threat to private enterprise. 

• The ICN and our company do not compete in a balanced marketplace for public 
sector (ICN authorized users) telecommunication business. But through 
creativity and relationship-building, we have been able to develop solutions that 
we both think are win-win. 

• The no-change option seems to generate comments that in the real world the 
ICN would not be a successful business. These comments always seem to be 
accompanied with suggestions on how the ICN could operate more like a 
business. These suggestiohs usually feature increased competition with existing 
telecommunications providers and, as one of those providers, we have cause to 
be alarmed. We are anticipating that the rapid growth of educational 
applications and educational usage will settle some of these concerns with the 
no-change option. 
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businesses. It is unlikely that the ICN could successfully keep the three 
assurances and follow this rule. 

• Under this option, the ICN could be such a large player that they will have to 
address the provision emergency services such as 911 and develop a socially 
responsible position on universal service. If the ICN does not or cannot accept 
these responsibilities, then the State will need to find someone who will. If the 
ICN does not accept these responsibilities, we feel it could be compelled to 
develop solutions and fill these service gaps (regardless of profitability). It has 
been our historical role in these situations to be "provider of last resort" . Again 
there is an issue of fairness in the competitive marketplace. If the ICN does not 
have the same financial and social responsibilities as we do, then there is not a 
balanced marketplace, and we are at an unfair competitive disadvantage. 
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POSITIVE IMPACTS: 

OPTION 1 
Sale of Network 
(No Assurances) 

• Two of the respondents indicated that this option would be beneficial to the 
consumer (i.e., pro-consumer). 

• The majority of the respondents indicated that even though this brings another 
competitor into the marketplace, the competition will not be tax subsidized--two 
respondents stipulated that the network must be sold at true cost. 

• One respondent indicated that this could only be positive if the new owner was 
under some type of regulatory environment, which would put them at the same 
level of competition. 

• One respondent indicated that if the new owner were to contribute to programs 
such as 911 and universal service, this would relieve some of their financial and 
administrative obligations in these areas. 

· NEGATIVE IMPACTS: 

• All the respondents indicated that this option would bring a new competitor with 
statewide reach. 

• One respondent indicated that if the new owner does not have the same 
regulatory rules and financial and social responsibilities, it will put their company 
at a distinct competitive disadvantage. 
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OPTION 3 
Sale of Excess Network Capacity 

POSITIVE IMPACTS: 

• Two of the respondents indicated there were no positive impacts due to the tax­
subsidized competition. 

• Two respondents indicated that private ownership and operation of excess 
capacity would at least remove the state as a competitor to private industry. 

• One respondent indicated that this option could potentially increase the number 
of telecommunications providers, resulting in new service market opportunities 
for their company. 

• One respondent indicated the assurances will result in less pressure (i.e., 
expense) to them as a last resort provider for these services. 

NEGATIVE IMPACTS: 

• One respondent indicated that they would be in direct competition with the ICN 
for capacity sales to other telecommunications providers. If the excess capacity" 
was sold without regulatory constraints it would make it impossible for them to 
compete. 

• Two respondents indicated that competition from the state would be a threat to 
their existence in Iowa. 
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POSITIVE IMPACTS: 

OPTION 5 
State Ownership 

Private Operations 

• Two respondents indicated there were no positive impacts. 

• One respondent indicated this option could provide potential improvement of ICN 
operation. 

• One respondent indicated the assurances will result in less pressure (i.e., 
expense) to them as a last resort provider for these services. 

NEGATIVE IMPACTS: 

• One respondent indicated there would be no negative impacts. 

• Two of the respondents indicated they would be in unfair competition with a 
private organization that is state-subsidized. One of these respondents indicated 
that they would have a distinct competitive disadvantage against a competitor 
who had no regulations. 
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OPTION 7 
State Lease to Private Companies (Competitive) 

POSITIVE IMPACTS: 

• Two respondents indicated there are no positive impacts. 

• One respondent indicated this option would allow the private sector to expand 
via excess capacity or by allowing entrepreneurs to enter. 

• One respondent indicated the assurances will result in less pressure (i.e., 
expense) to them as a last resort provider for these services. 

NEGATIVE IMPACT: 

• All of the respondents indicated that they would be in direct, unfair competition 
with the state for all the services they offer in every market they serve. This 
option would have an extremely negative impact on all of the respondents' 
companies. 
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OPTIONS 
State Lease to Private Companies (Not Competitive) 

POSITIVE IMPACTS: 

• Two of the respondents indicated there are no positive impacts. 

• Two respondent indicated this option could provide vendors with access to 
facilities without the expense of construction . 

NEGATIVE IMPACTS: 

• Two respondents indicated this option would provide services to competitors and 
potential customers by a tax subsidized competitor . 
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OPTION10 
State Ownership and Operation (No Limits) 

POSITIVE IMPACTS: 

• Most of the respondents indicated no positive impacts. 

• One respondent indicated this option could present opportunities for 
entrepreneurs and creative uses of technology. 

NEGATIVE IMPACTS: 

• All the respondents indicated this option would put them in unfair, competition 
with the state. With no limits, this option poses an even bigger threat to the 
respondents' companies . 
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METHODOLOGY 

Question 20: What are the positive and negative impacts of this option on Iowa 
businesses and citizens? 

This question was addressed by doing secondary research and by asking 
telecommunications providers what impact each option would have on the groups 
specified. Each option is viewed from four different perspectives: (1) rural citizens, (2) 
urban citizens, (3) existing business, and (4) the economic development impact. 
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(5) Local competition will accelerate when the private sector is involved, 
supporting economic development throughout the State. 

(6) The system will have backup capabilities in case of operating failures. 

(7) The telecommunications business is an ever-changing industry. Private 
industry will provide state-of-the-art facilities on an ongoing basis to all 
users of the network. (Taxpayers will not pay for equipment upgrades due 
to obsolescence.) 

Existing businesses would have an opportunity to use the network to help gain an 
economic advantage over competitors in other parts of the country. This may help to 
ensure businesses would be able to stay in Iowa and take advantage of global 
marketing opportunities. Iowans would not have to subsidize the authorized user 
services. Business would be able to take advantage of new technology as it becomes 
available and make use the ICN infrastructure. 

There are many examples that show how video conferencing technology pays for itself 
many times over in many businesses. "People linked by video can work closely 
together without spending money or time traveling. That's a powerful, cost-saving 
advantage for any business. "4 The state infrastructure could be used in this scenario to 
help businesses take advantage of these savings and, at the same time, keep the cost 
to the user down if the business is within close proximity to the network. If the cost for 

.. fiber optics is_ too high they may choose a satellite system if it is more economical. 
Although manufacturers and independent businesses generally rated enhanced 
telecommunications services lower than Part I, II and Ill users, they still feel that access 
to these services is 'somewhat important' to their business success.5 

Economic Development would be enhanced through additional access to business 
and industry through the network. It will be another 'selling point' to potential business 
prospects to relocate to Iowa. Services could be 'custom' provided to private users. 
The net economic benefits of accelerated telecommunications infrastructure technology 
deployment for completion of Part Ill and fiber to the curb are two of the factors that 
may have moderate-to-significant impacts for the state of lowa.6 In Option 1, Part Ill is 
not mandated. 
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to obsolescence.) 

Existing businesses would benefit from this option. They would be provided access to 
the system but might also be required to subsidize the services provided to the 
authorized users through added cost in their rates. The network would provide potential 
cost saving benefits to ensure a competitive position in the global marketplace by 
providing new technology that would be most beneficial to these users. 

There are many examples that show how video conferencing technology pays for itself 
many times over in many businesses. "People linked by video can work closely 
together without spending money or time traveling. That's a powerful, cost-saving 
advantage for any business. "4 The state infrastructure could be used in this scenario to 
help businesses take advantage of these savings and, at the same time, keep the cost 
down if the business is within close proximity to the network. If the cost for fiber optics 
is too high they may choose a satellite system if it is more economical. Although 
manufacturers and independent businesses generally rated enhanced 
telecommunications services lower than Part I, II and Ill users, they still feel that access 
to these services is 'somewhat important' to their business success.5 

· 

Economic development activities could be enhanced through this approach if the cost 
to business and industry can remain competitive and still help to subsidize the 
authorized user access. The provider must also be convinced that this is a good 
investment for the system before helping to attract the business. The net economic 

.. benefits of accelerated telec_ommunications infrastructure technology deployment fo_r . 
completion of Part Ill and fiber to the curb are two of the factors that may have · 
moderate-to-significant impacts for the state of lowa.6 In Option 2, Part Ill is mandated. 
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the state of lowa.6 In Option 3, Part Ill is mandated. 

The telecommunications industry experts who participated in the focus group to discuss 
excess capacity also addressed this issue. Since this group believes that Option 3 is 
only workable if the ICN is allowed to indirectly compete with private industry in an 
unfair manner, the positive impact of this on Iowa businesses and citizens is that they 
may have services offered to them at a lower cost as a result of taxpayer subsidized 
competition. 

The negative impacts of this option, according to focus group participants, are that in 
the long term, the financial viability of Iowa telecommunications providers will be 
damaged causing them to invest less in the future telecommunications system in the 
state. It would also damage their ability to continue to provide low-cost services to the 
citizens of Iowa. It is also their belief that, in the long term, economic development 
impacts to the state of Iowa will be negative if the telecommunications providers suffer 
financial losses. This is because the providers would not be able to provide assistance 
to economic development efforts. 
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telecommunications services lower than Part I, II and Ill users, they still feel that access 
to these services is 'somewhat important' to their business success.6 

Economic development activities would be enhanced through this approach if the cost 
savings or benefits to business and industry can help ensure these businesses remain 
competitive. Network access for all users will be a key selling point to businesses in the 
global marketplace. It will make it easier to gain access to the network by utilizing the 
existing fiber optics infrastructure. Higher rates due to subsidization of authorized users 
may occur. The net economic benefits of accelerated telecommunications 
infrastructure technology deployment for completion of Part Ill and fiber to the curb are 
two of the factors that may have moderate-to-significant impacts for the state of lowa.6 

In Option 4, Part Ill is mandated. 

The telecommunications industry experts who participated in the focus group to discuss 
excess capacity also addressed this issue. They believe that, in the short run, the 
positive impacts due to Option 4 would appear to be enhanced services at more 
affordable prices. However, because this option could lead to the deterioratic;m of the 
economic viability of existing telecommunications providers within the State, they fee\ 
that this option will have a long-term negative impact. 
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marketplace. This will help to overcome communication obstacles from living in a less 
populated area. Higher rates due to subsidization of authorized users will occur. The 
net economic benefits of accelerated telecommunications infrastructure technology 
deployment for completion of Part Ill and fiber to the curb are two of the factors that 
may have moderate-to-significant impacts tor the state of lowa.6 In Option 5, Part Ill is 
mandated. 

The telecommunications industry experts who participated in the focus group did not 
feel that there are any positive impacts to businesses and citizens. It is their opinion 
that the ability for a private operator to unfairly compete with existing 
telecommunications providers through taxpayer subsidies will result in a long-term, 
negative impact on Iowa businesses and citizens. This impact is due to the 
deterioration of the economic viability of existing providers and the negative impact on 
future economic development activities. 

• 
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OPTION 7 

State Lease to Private Companies 
(Competitive) 

Rural and urban citizens should benefit from this option because the educational and 
health care services are still available at affordable rates. This could help to retain and 
grow populations within the state. The taxpayers would continue to subsidize the cost 
to provide services to these users. In addition, the service provider would also be able 
to offer additional services that may be more attractive and affordable to the urban 
population (ie Internet and government information access1

) by utilizing the ICN 
infrastructure. Based on the Arthur D. Little Study conducted in December, 1992, "fiber 
to the curb will only be economically attractive over the next five to ten years if 
telephone and television service are jointly provided". 2 This may eliminate the 
advantage for citizens to use the system. 

All citizens phone rates could go up in a 'non-leaser' system if the 'leaser' is also 
allowed to pick up the phone service to businesses and educational facilities (cream 
skimming). The remaining customers will pay higher rates because costs will be spread 
over a smaller customer base. 

Existing businesses would benefit from this option because they would be provided 
access to the system. Would provide potential cost saving benefits to ensure a 
competitive position in the global marketplace. This option would also make .the 
network services available through public facilities so each business would not have to 
buy their own system. The business could pay for the service provided by another 
entity and not have to worry about ownership issues. If the cost to business is not 
prohibitive, this will be a benefit. It is expected that "the 'low end' user will be paying 
some percentage less than they are paying carriers today and costs will go down as 
more users come on the network".7 Taxpayers would subsidize the authorized user 
costs. 

There are many examples that show how video conferencing technology pays for itself 
many tirr,:..._ -:ver in many businesses. "People linked by video can work closely 
together without spending money or time traveling. That's a powerful, cost-saving 
advantage for any business."4 The state infrastructure could be used in this scenario to 
help business take advantage of these savings and, at the same time, keep the cost 
down if the business is within close proximity to the network. If the cost for fiber optics 
is too high they may choose a satellite system if it more economical. Although 
manufacturers and independent businesses generally rated enhanced 
telecommunications services lower than Part I, II and Ill users, they still feel that access 
to these services is 'somewhat important' to their business success.5 

Economic development activities would be enhanced through this approach if the cost 
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OPTION 8 
State Lease to Private Companies 

(Not Competitive) 

Rural and urban citizens should benefit from this option because the educational and 
health care services would still available at affordable rates through the state-provided 
system. This could help to retain and grow populations within those areas. The 
taxpayers would continue to subsidize the cost to provide services to these users. In 
addition, the service provider would also be able to offer additional services that may be 
more attractive to the urban population due to the large population area (i.e., Internet 
and government information access1

) by utilizing the ICN infrastructure. Based on the 
Arthur D. Little Study conducted in December, 1992, "fiber to the curb will only be 
economically attractive over the next five to ten years if telephone and television service 
are jointly provided".2 This may eliminate the advantage for citizens to use the system. 

All citizens will have the option to hook onto the fiber optic network if they have the 
need by utilizing the services provided by a private telecommunications provider if the 
provider leases part of the excess capacity from the state. There would be no cost 
assurances that this service would be affordable to these customers. The installation 
costs would be higher for the rural vs. urban consumer due to the larger amount of fiber 
required for the installation. Rates provided to authorized users may change when 
private ownership takes over and begins to change the 'real cost' of the new system 
instead of the state-charged costs. This price increase would cause customer 
co.mplaints and dissatisfaction. . . 

Existing businesses would potentially benefit from this option. They would be provided 
access when they are ready to take it over through a lease agreement. Once the 
private sector takes over, additional opportunity would be available for more 
'personalized' services. This option would provide potential cost savings and benefits 
to ensure a competitive position in the global marketplace. Subsidization would occur 
until a private company takes over the system. 

There are many examples that show how video conferencing technology pa/3 for itself 
many times over in many businesses. "People linked by video can work closely 
together without spending money or time traveling. That's a powerful, cost-saving 
advantage for any business. N4 The state infrastructure could be used in this scenario to 
help business take advantage of these savings and, at the same time, keep the cost 
down. If the cost for fiber optics is too high they may choose a satellite system if it is 
more economical. Although manufacturers and independent businesses generally 
rated enhanced telecommunications services lower than Part I, II and Ill users, they still 
feel that access to these services is 'somewhat important' to their business success.5 

Economic development activities would be enhanced through this approach if the cost 
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to business and industry can help ensure these businesses remain competitive and the 
system benefits can be provided in the way each business wants them. The net 
economic benefits of accelerated telecommunications infrastructure technology 
deployment for completion of Part Ill and fiber to the curb are two of the factors that 
may have moderate-to-significant impacts for the state of lowa.6 

The focus group participants feel that the result of this option will be a positive impact 
on Iowa businesses and citizens in the long run because the existing 
telecommunications providers will maintain economic viability and the economic model 
of free and open competition will be enhanced. 

On the negative side, the group feels that the availability of affordable 
telecommunications services which are not subsidized to provide lower pricing in the 
short-term may take longer to be available to Iowa businesses and citizens. They also 
feel that the long-term benefits of this option will override the short-term negative 
impacts. 
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• of the system. They feel that the long-term impact on businesses and citizens and 
economic development potential would be negative. Also, if the ICN continues to 
operate the system they will also have to maintain it. In this option, the only method for 
gaining funds to keep the system operational is through burdening Iowans with 
additional taxation. 
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to business and industry can remain competitive and still help to subsidize the 
authorized user access. The net economic benefits of accelerated telecommunications 
infrastructure technology deployment for completion of Part Ill and fiber to the curb are 
two of the factors that may have moderate-to-significant impacts for the state of lowa.6 

If private use is deterred by rates that are too high, taxpayers will still be required to 
'pay' for the system. In Option 10, Part Ill is mandated. 

The focus group believes that the positive impact of this option is that the state will be 
able to retain long-term capacity sufficient to meet the present and future needs of the 
currently authorized users. 

On the negative side, there is a substantial negative impact on the Iowa businesses and 
citizens due to the direct subsidization of unfair competition with existing 
telecommunications providers within the State. The result of this option is a much 
higher cost alternative which will result in a higher cost to businesses and citizens. This 
will occur either through higher communications costs or in the form of additional 
taxation which will result in a negative long-term impact on the State's economic 
development activities. · 
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METHODOLOGY 

Question 24: Under this option who assumes the risk? Is the entity capable of 
bearing this risk? Who are the beneficiaries of success? 

Question 25: Analyze this option's performance potential. Will the option work 
very well? 

Question 26: What is this option's likelihood for long-term success? 

Questions 24, 25 and 26 were addressed by the focus group of telecommunications 
industry leaders. 
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Who assumes the risk? 

OPTION 1 
Sale of Network 
(No Assurances) 

The private buyer assumes the risk. 

Is this entity capable of bearing the risk? 

The State should make sure the entity is capable of bearing the risk prior to sale. 

Who are the beneficiaries of success? 

The buyer would be the direct beneficiary of success, through competitive rates and an 
up-to-date, well maintained system. 

Analyze this options performance potential. Will the option work very well? 

This option will likely not be an acceptable one since it does not address the concerns 
of the currently authorized users of the ICN system, particularly state and local 
governments, schools and federal government users, including national guard and 
telemedicine. 
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resolve the issue of unfair competition because of subsidies and cost differentials in 
operations on the part of state government versus private utilities. 
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OPTION 4 
Private/Public Ownership 

Who assumes the risk? 

Ultimately, the taxpayers assume the risk. 

Is this entity capable of bearing the risk? 

Yes, but it is questionable as to whether taxpayers should be asked to bear the risk that 
this alternative offers. 

Who are the beneficiaries of success? 

The beneficiaries under this option would be outside vendors who may be desirous of 
entering the state and being able to compete with existing telecommunications 
providers in an unfair manner due to indirect subsidization on the part of Iowa tax 
payers. 

Analyze this options performance potential. Will the option work very well? 

It is· the opinion of the focus group.that the miss.ion of private enterprise in managing 
excess capacity versus the mission of the ICN in providing educational services would 
create opposing objectives which would not spell long term success for the venture. 
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OPTION 6 
State Ownership 

Private Management 

Under this option, who assumes the risk? 

The ultimate risk is borne by the taxpayers of Iowa. 

Is this entity capable of bearing the risk? 

Yes, but it is questionable as to whether taxpayers should be asked to bear the risk that 
this alternative offers. 

Who are the beneficiaries of success? 

The private manager who is awarded the contract on the part of the ICN would be the 
only beneficiary in this option. 

Analyze this options performance potential. Will the option work very well? 

This option's performance potential is low due to the belief that it will result in unfair 
subsidies. 
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OPTION 8 
State Lease to Private Companies (Not Competitive) 

Under this option who assumes the risk? 

The taxpayers of Iowa assume the ultimate risk. 

Is this entity capable of bearing the risk? 

Yes, but it is questionable as to whether taxpayers should be asked to bear the risk that 
this alternative offers. 

Who are the beneficiaries of success? 

The beneficiaries of success are the existing users of the Iowa Communications 
Network. 

Analyze this options performance potential. Will the option work very well? 

Due to the effective competition that currently exists, this option is virtually no different 
that Option 9 which is state ownership and operation of the ICN as it is currently 
operated with no changes. 
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OPTION 10 
State Ownership and Operation {No Limits) 

Under this option who assumes the risk? 

The taxpayers of Iowa ultimately assume the risk of this option. 

Is this entity capable of bearing the risk? 

Yes, but it is questionable as to whether taxpayers should be asked to bear the risk that 
this alternative offers. 

Who are the beneficiaries of success? 

In the short run the beneficiaries of success will appear to be the current users of the 
ICN and the new users who will be offered lower price services because of unfair 
subsidization. However, there are no long term beneficiaries of the success of this 
option. 

Analyze this options performance potential. Will the option work very well? 

In the short run the option may appear to wor:k_ well, however in the long run it will lead 
to the deterioration·-of the ICN and to the deterioration of the economic development of 
Iowa. 
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Implications for Telemedicine Grants 

+ 

The following information was obtained through a survey of current telemedicine gram 
recipients: 

Grant Title: Midwest Rural Telemedicine Consortium: Pilot Demonstration Project 

Description: Evaluation of the use of teleconsultations [ie., specialty consultations via interactive 
video communications affects]: quality of care. patient and provider satisfaction. access _to health 
care services and costs of delivering services 

Awarded: Health Care Financing Administration, Office of Research and Demonstrations (HCFA 
ORD) 

Received: Mercy Foundation (on behalf of Midwest Rural Telemedecine Consortium) 

Start date: july 15, i994 until july 14, 1997 (three years, depe~dent on future availability of 
funds) 

Status: Ongoing 

Total Amount: $1 ,777, 831 [for the first budget period of July 15, 1994 to January 14. 1996] 

Matching funds: $882. 950 [proposed for first budget period only] from 8 participating hospitals 

***Choice of telecommunications carrier is not a condition of the grant. so iflCN were unable to 
satisfy cost. scheduling or performance criteria, there is no reason to believe that the fonding 
agency would prohibit selection of a competing provider of telecommunications services. 



Grant Title: National Laboratmy for the Study of Rural Telernedecine 

Description: Hook up (point-to-point) six community hospitals in a telecommunications network 
to the University oflowa hospitals and clinics. Deliver two educationals programs and three 
clinical services. 

Awarded: National Library ofMedecine 

Received: University of Iowa 

Started: April 1, 1994 until March 3 1, 1997 [3 years] 

Status: Ongoing 

Total Amount: $7.25 million, no matching funds. 

Option How does each option studied How does each option 
# affect your grant? affect your ability to 

secure future grants? 
(if at all) 
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September 22, 1995 

Mr. Ben Grimley 
State Public Policy Group 
100 Court Ave. 
Des Moines, IA 50309 

400 L ni\·ersit:v AYe. 

Des Moines. Iowa 50314-3 190 
515-247-8730 • F..\.X 515-248-8928 

RE: Affect of ICN Changes on Telemedicine 

Dear Ben: 

Thank you for your September 21 fax transmittal requesting information about the potential 
effects of actions under consideration by the 461 Task Force upon the ability of the Midwest 
Rural Telemedicine Consortium (MRTC) to perform our project, secure future grants, .and 
continue to conduct telemedicine. · · · 

In response, I am forwarding the information requested (see enclosure). In addition, as part of 
the MRTC's response, I would like to clarify a few points: 

"How does each option studied affect your grant?" 

It is important to point out that the MRTC's choice of telecommunications carrier(s) is not a 
material condition of the grant. To put it another way, the purpose of the grant awarded by 
HCFA is to study health care (telemedicine), not technology (communication medium). Thus, if 
the ICN were unaote to satisfy the MRTC's requirements with respect to cost, schedule or 
performance criteria, there is no reason to believe that the funding agency (Health Care 
Financing Administration) would prohibit the MRTC from selecting a competing provider of 
telecommunications services. 

In terms of project cost, it appears that Option No. 1 represents the only scenario which would 
discourage the MRTC from continuing to use the ICN for intra- or inter-LA.TA services. This 
observation is based on two assumptions: (1) that the purchaser(s) would raise the cost of the 
MRTC's usage of the ICN, and (2) that consensus can be reached regarding the "affordability" 
of Option Nos. 2-10. It should be noted, however, that the validity of both assumptions should 
be investigated. First, the ICN's current rates for the types of services used by the MRTC are 
only slightly lower than those available from private carriers, which would indicate that the 
MRTC is already being charged at a market-competitive rate. Second, there is room for 

· concern as to whether the state, ICN users, and one or more private "partners" will ever be able 
to reach consensus regarding the definition of "affordability." 
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Letter to Mr. Ben Grimley 
September 22, 1995 
Page 3 

"How does each option affect your ability to continue conducting telemedicine?" 

As previously noted, the major factors associated with telecommunications that affect the 
continued (and expanded) use of telemedicine relate to cost, schedule and performance 
criteria. A balance must be achieved among these three elements of project success. Because 
no uniform policies exist regarding reimbursement for services provided via telemedicine, it is 
essential that efforts are taken to ensure that capital (equipment] and operating [network] costs 
do not become a barrier to telemedicine. In addition, use of the ICN by health care providers 
was delayed for over a year due to the lobbying activities of telecommunications industry 
stakeholders; further delays would undoubtedly thwart future advances in telemedicine via the 
ICN. Finally, given the rapid rate of technological change in the area of interactive video 
communications, the state must carefully consider whether the option ultimately selected will 
result in a situation in which customers may reasonably expect that the ICN will remain 
technologically competitive. The MRTC expects that Option 9 ("No Change") is most likely to 
perpetuate legislative turmoil concerning the ICN's function and role as a state entity which, in 
turn, would impede the development of a cohesive technology migration plan. 

If you have any questions or comments regarding my response to your request for information, 
·. · please call me. On behalf of the MRTC, thanks -again, Ben, for the opportunity to provide 

feedback to the 461 Task Force. 

Sincerely, 

~uL~ 
Paul Maakestad 
Project Director 

encl 

cc: Carmela Brown, Vice President, Mercy Hospital Medical Center 
MRTC Executive Committee 
Perry Meyer, Vice President, IH&HS 



Overview of Senate File 2089 

In January 1993, Governor Terry E. Branstad signed Executive Order 46, which created the 
ICN Telecommunications and Informational Management Council. The Council was 
charged with managing the ICN until the Legislature could address the issue of 
governance. The management team identified in this executive order consisted individuals 
already holding positions within state government. They were asked, in addition to their 
other duties, to oversee the operation of the network until a formal structure could be 
established. 

In 1994, the Legislature passed Senate File 2089, which established a formal governance 
structure for the network and expanded the authorized user base to include hospitals, 
physician clinics, federal government, judicial system, and U.S. Postal Service. Below is an 
overview of SF 2089, and a copy of the enrolled bill is attached . 

Governance 

t/ Established a three-member governing board, the Iowa Telecommunications and 
Technology Commission (ITTC) to supervise the management, development ard . 
operation of the network. · · · 

Required that ITTC members be appointed by the Governor to six-year staggered 
terms, with the Auditor of State serving as an ex-officio member. All three 
commission members are subject to Senate confirmation . 

Authorized the ITTC to appoint an Executive Director, who is subject to Senate 
confirmation . 

Established four advisory committees to the ITfC and authorized the ITTC to 
establish other advisory groups as necessary. 

• Educational Telecommunications Council (ETC) consists of 18 members 
appointed by various educational communities. The council makes 
recommendations on policies involving the educational use of the network. 

• Regional Telecommunications Councils (RTCs) are nine-member groups 
established in each merged area to assist the ETC. 

• Telemedicine Advisory Committee is established to recommend policies and 
regulations governing telemedicine use. 

• Telecommunications Advisory Committee is a five-member body established to 
advise the ITTC on telecommunications matters. This committee's membership 
will represent the industry. 



SENATE rILE 2089 

AN ACT 
RELATING TO THE IOWA COMMUNICATIONS NETWORK BY ESTABLISHING A 

BOARD, AN EXECUTIVE DIRECTOR or THE SOARD, ANO AN EDUCA­
TIONAL TELECOMMUNICATIONS ADVISORY COUNCIL AND PROVIDING AN 

ErrECTIVE DATE. 

BE IT ENACTED BY THE GENERAL ASSEMBLY or THE STATE or IOWA: 

Section l. Section 2.32, Code 1993, ls amended by adding 
the following new subsection: 

NEW SUBSECTION. 9. If an appointment subject to senate 
confirmation ls required by statute to be made by an 
appointing authority other than the governor, the duties 
assigned under this section to the governor shall be performed 

by the appointing authority. 
Sec. 2. Section 18.3, subsection 5, Code 1993, la amended 

by striking the subsection. 
Sec. 3. Section 18.133, subsections 1, 2, 3, and 4, Code 

Supplement 1993, are amended to rea_d as follows: 

1. "Commission" means the Iowa telecommunications and 

technology commission established in section 18,133A. 

l lA. "Director" means the executive director eE-the 

depsrtment-oE-genersl-ser•¼ees-er-the-d¼reetor~s-des¼gnee 

appointed pursuant to section 18.1339. 
2, "Private agency" means!!! accredited nonpublic sehools 

and school, a nonprofit ¼nst¼tat¼ona institution of higher 

education eligible for tuition grants, or a hospital licensed 
pursuant to chapter 1359 or a physician clinic to the extent 

provided in section 18,136, subsection 139. 
J. "Public agency" means a state agency, an institution 

der the control of the board of reg@nts, the judicial 
,artment as provided in sectio_n 18.136, subsection lJC, a 
,ol corporation, a city library, a regional library as 
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provided in chapter 256, and a county library as provided in 
chapter 336, or a judicial district department of correctional 
services established in section 905.2, to the extent provided 
in section 18,136, subaection 13A, an agency of the federal 
government, or a United States post office which receives a 

federal grant for pilot and demonstration projects. 
4. "State COflllllunicatlons" refers to the transmission of 

voice, data, video, the written word or other visual signals 
by electronic means to-ser•e-the-needs-oE-state-sgene¼es but 
does not include eoftllllan¼est¼ons-set¼Ytt¼es-of-the-stste-bosrd 
of-regentsT radio and television facilities and other 
educational telecommunications systems and services including 
narrowcast and broadcast systems under the d¼Y¼s¼on-oE public 
broadcasting division of the department of education, 
department of transportation distributed data processing and 
mobile radio network, or law enforcement communications 
systems. 

Sec. 4. Section 18.133, Code Supplement 1993, is amended 
by adding the following new subsection: 

NEW SUBSECTION. lB, "Network" means the Iowa or state 
communications network. 

Sec, 5. NEW SECTION. 18,133A IOWA TELECOMMUNICATIONS AND 

TECHNOLOGY COMMISSION -- MEMBERS -- DUTIES. 
1. COMMISSION' ESTABLISHED. A telecommunications and 

technology commission is established with the sole authority 
to supervise the management, development, and operation of the 
network and ensure that all components of the network are 
technically compatible. The commission shall ensure that the 
network operates in an efficient and responsible manner 
consistent with the provisions of this chapter for the purpose 
of providing the best economic service attainable to the 
network users consistent with the state's financial capacity. 
The commission shall ensure that educational users and the 
use, design, a~d implementation for educational applications 
be given the highest priority concerning use of the network. 
The commission shall provide for the centralized, coordinated 

use and control of the network. 
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(d) Ensure that rural communities have access to 
comparable services to the services provided in urban areas 
resulting from any plans to construct, install, repair, or 
maintain any part of the network. 

(2) In determining which proposal to recommend to the 
general assembly to accept, consider what i• in the long-term 
best interests of the citizens of the state and the network, 
and utilize, if possible, the provision of services with 
existing service providers consistent with those best 
interests. In determining what is in the long-term best 
interests of the citizens of the state and the network, the 
commission, at a minimum, shall consider the cost to taxpayers 

of the state. 
(3) Deliver a written report and all proposals submitted 

in response to the request for proposals for Part III to the 
general assembly no later than January 1, 1995. The 
COIIIJ'llisslon shall not enter into any agreement related to such 

proposals without prior authorization by a constitutional 
majority of each house of the general assembly nnd approval by 

the governor. 
f. Annually prepare a written five-year financial plan for 

the network which shall be provided to the general assembly 
and the governor no later than January 15 of each year. The 
plan shall include estimates for income and expenses for the 
network for the five-year period and the actual income and 
expenses for the preceding fiscal year. The plan shall 
lnclude the amount of general fund appropriations to be 
·equested for the payment of operating expenses and debt 
ervlce. The plan shall also include any recommendations of 
,e commission related to changes In the system and other 
ems as deemed appropriate by the commission. The 
commendations of the commission contained in the plan shall 
:lude a detailed plan for the connection of all public 
1ools to the network, includin~ a discussion and evaluation 
all potential financing options, an estimate of all costs 
Jrred In providing such connections, and a schedule for 
1leting such connections, Including the anticipated final 
letlon date for such connections. 
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g. Review existing maintenance contracts and past 
contracts to determine vendor capability to perform the 
obligations under such contracts. The commission shall report 
to the general assembly prior to January 1 of each year as to 
the performance of all vendors under each contract and shall 
make recommendations concerning continued funding for the 
contracts. 

h. Pursue available opportunities to cooperate and 
coordinate with the federal government for the use and 
potential expansion of the network and for the financing of 
any such expansion. 

i. Evaluate existing and projected rates .for use of the 
system and ensure that rates are sufficient to pay for the 
operation of the system except to the extent such use Is 
subsidized by general fund appropriations as authorized by the 
general assembly. The commission shall establish all hourly 

rates to be charged to all authorized users for the use of the 
network. A fee established by the commission to be charged to 
a hospital licensed pursuant to chapter 135B, a physician 
clinic, or the federal government shall be at an appropriate 
rate so that, at a minimum, there ls no state subsidy related 

to the costs of the connection or use of the network related 
to such user. 

j. Hake recommendations to the general assembly, as deemed 

appropriate by the commission, concerning the operation of the 
network. 

Sec. 6. NEW SECTION. 18.133B EXECUTIVE DIRECTOR 
APPOINTED. 

The commission shall appoint an executive director of the 
commission, subject to confirmation by the senate. Such 
individual shall not serve as a member of the commission. The 
executive director shall serve at the pleasure of the 
commission. The executive director shall be selected 
primarily for · administrative ability and knowledge in the 
field, without regard to political affiliation. The governor 
shall establish the salary of the executive director within 
range nine as established by the general assembly. The salary 
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1. A private or public agency, other than a state agency, 
local school district or nonpublic school, city library, 
regional library, county library, judicial department, 
judicial district department of correctional services, agency 
of the federal government, a hospital or physician clinic, or 
a post office authorized to be offered access pursuant to thls 
chapter as of the effective date of this Act, shall certify to 
the commission no later than July 1, 1994, that the agency ls 
a part of or intends to become a part of the network. Upon 
receiving such certification from an agency not a part of the 
network on the effective date of this Act, the commisslon 
shall provide for the connection of such agency as soon as 

practical. An agency which does not certify to the commission 
that the agency is a part of or intends to become a part of 
the network as required by this subsection shall be prohlblted 

from using the network. 
2. a. A private or public agency which certifies to the 

commission pursuant to subsection l that the agency la a part 
of or intends to become a part of the network shall use the 
network for all video, data, and voice requirements of the 
agency unless the private or public agency petitions the 
:ommission for a waiver and one of the following applies: 

(ll The cost to the authorized user for services provided 
1 the network are not competitive with the same services 
·ovided by another provider. 

(2) The authorized user ls under contract with another 
,vider for such services, provided the contract was entered 
o prior to April 1, 1994, The agency shall use the network 
video, data, and volce requirements which are not provided 

uant to such contract. 
)) The authorized user has entered into an agreement with 
·ommission to become part of the network prior to June 1, 

which does not provide for use of the network for all 
. data , and voice requireme~ts of the agency . The 
sion may enter into an agreement described in this 
,graph upon a determination that the use of the network 

video, data, and voice requirements of the agency 
ot be in the best interests of the agency. 

• 
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b. A private or public agency shall petition the 
commission for a waiver of the requirement to use the network 
as provided in paragraph "a", if the agency determines that 
paragraph •a•, subparagraph (1) or (2) applies. The 
commission shall establish by rule a review process for 
determining, · upon application of an authorized user, whether 
paragraph •a•, subparagraph (1) or (2), applies. An 
authorized user found by the co111111iasion to be under contract 
for such services as provided in paragraph •a•, subparagraph 
(2), shall not enter into another contract upon the expiration 
of such contract, but shall utilize the network for such 
services as provided in this section unless paragraph "a", 
subparagraph (11, applies. 

Sec. 12. NEW SECTION. 18.133H REPORT OF SAVINGS BY STATE 
AGENCIES. 

A state agency which is a part of the network shall 
annually provide a written report to the general assembly 
certifying the identified savings associated with the state 
agency's use of the network. The report shall be delivered on 
or before January 15 for the previous fiscal year of the state 
agency. 

Sec. 13. Section 18.134, subsection 1, Code Supplement 
1993, la amended to read as follows: 

1, The depattment-of-genetal-ser•iees commission may 
purchase, lease-purchase, lease, and improve property, 
equipment, and services for telecommunications for publlc and 
private agenclesT-inelttding-the-breadeast-and-narroweast 
systemsr and may dispose of property and equipment when not 
necessary for its purposes. However, the department-of 
genera¼-ser•iees commission shall not enter into a contract 
for the purchase, lease-purchase, lease, or improvement of 
property, equipment, or services for telecommunications 
pursuant to this subsection in an amount greater than five 

hundred thousand dollars without prior authorlzatio~~ 
constitutional majority of each house of the general assembly, 

or approval by the legislative council if the general assembly 
is not in session. The co111111ission shall not issue any bonding 
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department, judicial district departments of correctional 
services, hospitals and physician clinics, agencies of the 
federal government, and post offices. 

3, The financing for the procurement cost ■ for the 
?ntirety of Part I of-the-system except for the communications 
onnectlons between central switching and institutions under 
he control of the board of regents, and nonprofit 
1stitutlons of higher education eligible for tuition grants, 
d for the video, data, and voice capacity for state agencies 
~ for Part II and Part III of-the-system, shall be provided 
the state . The-finsneing-for-the-proettrement-eosts-for 
t-11-of-the-system-sha¼¼-be-pro•ided-from-the-ststeT The 
ancing for the procurement and maintenance costs for Part 
of-the-system shall be provided eighty-pereent-from ~ the 
:e snd-twenty-pereent-from-the-¼oes¼-sehoo¼-boards-of-the 

s-whieh-reeei•e-transmiss¼ons-from-the-system. A local 
,1 board, governing authority of a nonpublic school, or an 
education agency board may elect to provide one hundred 
nt of the financing for the procurement and maintenance 
for Part III to become part of the system network. !he 

·sehoo¼-boards-may-meet-a¼¼-or-part-of-the-mateh 
ements-of-Part-fff-of-the-system-throttgh-a-eooperati•e 

ement-w¼th- eommttn¼ty-eo¼¼egesT The basis for the~ 
:e match financing is eighty one hundred percent of a 

interactive audio and one-way Interactive video 
Ion for Part III of-the-systeffl, and such data and voice 
/ as ls necessary . The-¼oes¼-sehool-bosrds-and 
·y-eol¼eges-fflsy-meet-the-fflsteh-reqttirements-for-Part 

he-system-from-fttnds-they-ha•e-a¼resdy-,pent-for-thetr 

· Erom-fttnds-1•1ilsbie-in-the-sehoo¼-bttdget7-or-from 

·e½,ed-Erom-other-nonstste-sottreesT--fn-the-esse-of 

systems 7-tn-order-to-ttpgrsde-fsei¼it¼es-to-the 

t½ons-oE-the-stste-eommttnteations-networ~T-the-ioesi 
~rds-snd-eo1M1ttn¼ty-eoil~ges7-¼n-itett-oE-1-essh-mstehT 

:he-msteh-reqttirements-from-fttnds-they-hs•e-siresdy 

their-systems-pro•ided-thst-the-stste-msteh-does-not 

-iesser-of-eighty-pereent-of-the-tots¼-eost-of-the 
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ttpgrsded-system-or-eighty-pereent-of-the-repiaeement-eost-of 
the-systemT--!he-eollllllttnieations-eqttipment-fttnds-ttsed-as-a 
msteh-by-a-eo111111ttnity-eo¼iege-sha¼¼-be-ea¼ett¼sted-based-on 

,erif¼ed-expenditttres-for-eap¼ta¼7-eqttipment7-hardware 7-and 
software -for- long-dis tanee-¼ea rn i ng-teehno¼o'g ies 7 - ¼ ne ittd i ng 

both-attd¼o-and-•¼stta¼-trsnsmissionT--!he-eommttnieations 
eqtt¼pment-ttsed-as-a-msteh-sha¼¼-not-sttbseqttent¼y-be-ttsed-as-a 
mateh-by-another-edtteations¼-entity-or-for-snother-part-of-the 
systemT--A-¼oea¼-sehoo¼-board-may-reqttest-the-sehoo¼-bttdget 
re,iew-eofflfflittee-to-ad;ttst-the-a¼¼owab¼e-growth-for - the-sehool 
distriet-so-thst-the-restt¼ting-ineresse-in-bttdget-eott¼d-be 

ttsed-for-the-matehT If a school board, govecnlng authority o f 

a nonpublic school, or area education agency board elects to 
provide one hundred percent of the financing for the leasing 
costs for Part III, the school district or area education 
agency may become part of the network as soon as the network 
can reasonably connect the district or agency. A local school 
board, governing authority of a nonpublic school, or an area 
education agency board may also elect not to become part of 
the system network. Btteh-e¼eet¼on-sha¼¼-be-made-on-an-anntta¼ 

bssisT--State-fflstehing-fttnds-sha¼¼-not-be-pro•ided-Eor-Part 

lll~of-the-system-ttntt¼-Part-l-and-Part-ff-of-the-systeffl-hoYe 

been-eemp¼etedT Construction of Part III of-the-system~ 

related to a school board, governing authority of a nonpublic 
school, or area education agency board which provides one 
hundred percent of the financing for the leasing costs for 
Part Ill, may proceed befere-Part-f-and-Part-lf-of-the-system 
ha•e-been-eompleted as determined by the commission and 
consistent with the purpose of this chapter. 

4. The department-eE-genera¼-ser•tees commission shall 
develop the requests for proposals that are needed for a-state 
the Iowa communications network with sufficient capacity to 

serve the video, data, and voice requirements of state 
agencies and the for educational telecommunications 
applications reqtttred-by-the-fewa-pttb¼ie-broadeasting-beord. 

The department commission shall develop a request for 
proposals for each of the systems that will make up the 
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9, The procurement and maintenance of electronic equipment 
including, but not limited to, master receiver antenna 
systems, studio and production equipment, and broadcast system 
components shall be provided for under depsrtfflent-of-general 
serv¼eesi the commission's contracts. The Iowa public 

broadcasting board and other educational entities within the 

state have the option to use their existing or replacement 

resources and agreements ln the operation and maintenance of 
these systems. 

10. In addition to the other evaluation criteria specified 
in the request for proposals issued pursuant to this section, 
the depsrtment-of-genera¼-serv¼ees conunl11lon, ln evaluating 

proposals, shall base up to two percent of the total possible 
points on the public benefit that can be derived from a given 

proposal due to the increased private telecornmunic~tlons 

capacity available to Iowa citizens located in rural Iowa. 

For purposes of this subsection, an area of the state ls 
considered rural if it ls not part of a federally designated 
standard metropolitan statistical area. 

12. ,he-fowa-pttb¼¼e-broadeast¼ng-hoardT-¼n-eonsttltat¼on 

with-¼ts-narroweast-srstem-adv¼sorr-ee11U11itteeT-sha¼¼-determ¼ne 

the-fee-te-be-eharged-per-eottrse-er-ered¼t-hottr-br-the 

or¼g¼nat¼ng-¼nst¼tttt¼enT-and-the-fees-sha¼¼-be-sttbstant¼a¼¼y 

the-same-for-eomparab¼e-eettrsesT The commission, on ita own 

or as recommended by an advisory committee of the commission 
and approved by the commission, shall permit a fee to be 
charged by a receiving site to the originating site. The fee 
charged shall be for the purpose of recovering the operating 
costs of a receiving site. The fee charged shall be reduced 
by an amount received by the receiving site pursuant to a 

state appropriation for such costs, or federal assistance 
received for such costs. Fees established under this 

subsection shall be paid by the originating site directly to 
the receiving site. For purposes of this section, "operating 

costs" include the costs assocla~ed with the management or 
coordination, operations, utllltles, classroom, equipment, 

maintenance, and other costs directly related to providing the 

receiving site. 
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14. Notwithstanding chapter 476, the provisions of chapte r 
476 shall not apply to a public utility ln furnishing a 

telecommunications service or facility to the department-of 
general-ser•iees cornmlaslon for the state~ communications 
network or to any authorized user of the Iowa communications 

network for such authorized user's connection to the network. 
Sec, 16. Section 18.136, Code Supplement 1993, ls amended 

by adding the following new subsectlon1 

NEW SUBSECTION, 4A, The state shall lease all fiber optic 
cable facilities or facilities with DS-3 capacity for Part 111 

connections for which state funding ls provided, The state 

shall lease all fiber optic cable facilities or facilities 

with 05-3 or 05-1 capacity for the judicial department, 
judicial district department of correctional services, and 

state agency connections for which state funding is provided. 

Such facilities shall be leased from qualified providers. The 
state shall not own such facilities, except for those 
facilities owned by the state as of January 1, 1994. 

The lease provisions of this subsection do not apply to a 
school district which elects to provide one hundred percent of 
the financing for the district's connection. 

Sec. 17. Section 18.136, Code Supplement 1993, la amended 
by adding the following new subsection: 

NEW SUBSECTION. 12A. The auditor of state shall, no less 
than annually, examine the financial condition and 
transactions of the commission as provided In chapter 11. A 
copy of the auditor's report concerning such examination shal l 
be provided to the general assembly. 

Sec. 18 . Section 18.136, Code Supplement 1993, Is amende d 
by adding the following new subsection1 

NEW SUBSECTION. 13A. Access to the network shall be 

offered to the judicial district departments of correctional 
services esta~llshed In section 905.2, provided that such 
departments contribute an amount consistent with their share 
of use for the part of the system in which the departments 
participate, as determined by the commission. 
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Duties of the advisory committee, and of additional 
advisory committees the board may from time to tl"me appoint, 
shall be specified in rules ot Internal management adopted by 
the board, 

Members of advisory committees shall receive actual 

expenses Incurred In performing their official duties. 

Sec. 23, ORGANIZATION OF COMMISSION. Notwithstanding any 
other provision to the contrary, the Iowa telecommunications 

and technology commission shall develop a written proposal to 

be submitted to the governor for the governor's approval 

relating to the structure and organization of the commission . 

The commission shall identify existing positions which exist 

In state departments or agencies directly related to the 
duties and mission of the commission and shall request In the 

proposal that those positions be transferred to, and be under 
the control of, the commission. The request shall be 
submitted to the governor no later than January 1, 1995, with 
a copy to be submitted to the house of representatives and the 

senate at the same time. 
Upon approval by the governor, the department of management 

shall provide for the transfer of funds appropriated for those 
positions to the commission from the department or agency in 
which the position was located prior to the transfer. If 
persons are transferred from employment with a department or 
agency to employment with the commission, the persons shall 
not be required to forfeit any accrued seniority or other 

benefits . 
Sec . 24. COMPATIBLE SCHOOL DISTRICT SYSTEMS. Not­

withstanding any contrary provisions of this Act, a K-12 
school district, on or before July 1, 1994, may certify to the 

commission in writing that the K-12 school district has a full 

motion interactive video system which ls fully compatible with 

the network. Upon receipt of such certification and a 
determination by the commission that the district's system ls 
fully compatible with the network, access to the network shall 

be permitted as soon as practical. A K-12 school district 

which provides the certification to the commission as provided 
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in this section may petition the commission for reimbursement 

of the costs associated with providing the connection Incurred 
by the dlstr Jct. 

Sec. 25. COMMISSION EVALUATION. The commission shall 

evaluate and _ complete a cost-benefit analysis concerning the 

use of video conferencing by the area education agencies . The 
commission shall provide a written report and any 
recommendations concerning this evaluation to the general 
assembly by no later than March 15, 1995. 

Sec. 26. IOWA UTILITIES BOARD STUDY. The Iowa utilities 

board shall conduct a study to determine the overall impact of 
the Iowa communications network on the private 
telecommunications industry in Iowa. The board shall provide 
a written report to the general assembly by no later than 
January 15, 1996, detailing the result• of the study. 

Sec. 27. TEMPORARY AUTHORITY OF CHIEF EXECUTIVE OFFICER. 
All duties and responsibilities of the Iowa telecommunications 
and technology commission shall be performed by the ICN chief 
executive officer appointed by the governor pursuant to 
executive order number 46 signed on January 5, 1993, until 
such time as the Initial appointments to the commission have 
been made and the commission has organized itself . 

Sec. 28. INITIAL IOWA TELECOMMUNICATIONS AND TECHNOLOGY 
COMMISSION APPOINTMENTS, The Initial members of the Iowa 
telecommunications and technology commission shall be 
appointed on or before July 1, 1994, to the following terms: 

1. One member shall be appointed for a term of six years. 
2. One member shall be appointed for a term of four years . 

3. One member shall be appointed for a term of two years. 
Sec, 29. CODE EDITOR TRANSFERS. The Code editor shall 

transfer sections 18.132 through 18.137 to be a new chapter 

8D. The Code editor shall correct all internal citations and 
references consistent with the transfer of Code secti ons as 
provided in this section. 

Sec. JO. CONTINUATION OF APPLICABILITY OF EXISTING RULES. 

Rules applicable to the Iowa communications network in effect 

on the effective date of this Act shall remain effective until 

en .,, 
N 
0 
0) 
c.o 



Q~estions & Answers 

1. Please define "cost of services. 11 How does this definition compare 
with the private sector's definition? 

ICN 

The ICN's definition of "costs for services" is 
based on Iowa Code § 8D.1 (I), which states: 

The ITTC will set the cost for services and 
" ... ensure that rates for use of the system are 
sufficient to pay for the operation of the 
system, excluding the cost of construction and 
lease costs for Parts I, II, and Ill." 

Therefore, ICN rates: 

• Are based on Operating Costs (personnel, 
system maintenance, utilities, local 
exchange carrier payments, toll costs, 
access fees, fiber location/relocation) 

• Exclude depreciation costs for .equipment 
and debt service (both principal and 
interest) . 

Source: Iowa Communications Network 

Private Industry 

Cost of Service in the private industry includes all 
costs the company incurs to provide the 
individual product or service. In addition, the 
rates charged for all the products and services 
offered by the company must produce sufficient 
revenues to cover all the costs of the firm, 
including all common costs and overheads. 

The cost of service is the sum of: 

• Depreciation* 
Depreciation rates of a regulated utility are 
set by either the Iowa Utilities Board (JUB) or 
the IUB in conjunction with the FCC. These 
rates may, and usually do, differ from those 
established by the Internal Revenue Service. 

• • State and federal Taxes* 
All local, state, and federal taxes paid or 
incurred by the utility. 

• Operating Costs 
This includes costs of labor, maintenance, 
material and supplies, sales promotion and 
advertising, uncollectible bills, and various 
other services required. 

• Administration Costs 
This includes ongoing expense to service 
customer accounts, accounting expenses to 
process and bill for services, pensions and 
beneffts, and office space (including utilities). 

• Return on Investment* 
Return on Investment, also referred to as Cost 
of Capftol includes the cost of debt as well as 
a reasonable profit rate. The IUB establishes 
the return on investment that is allowed on 
the regulated utilities investment in Iowa. 

Source: Iowa Network Services 

*Denotes categories that exist in the private sector determination of • cost for service·, but are not 
included in the ICN's determination. 



3. What was the original cost of the equipment for Parts I and II before 
depreciation? 
ICN staff provided the following informat ion on the original costs for Parts I & II. 

Construction Payments Period of Payment Amount Paid 

Kiewit Network Technologies 
Construction Bills 1-41 5/92 to 6/95 $93,937,188 

Other Vendor Payments 5/92 to 6/95 $694,314 

Total Capital Project 
Payments for Parts I and II $ 94,631,502 

Do the depreciated costs provided in the inventory for Parts I and II 
include labor costs? 
Yes, all costs relating to the construction of Parts I and II (including physical assets, 
freight, installation costs, etc.) are included in the depreciated costs. 

4. Clarification is needed on what each entity owns. 
The ICN staff is currently preparing a new inventory which will address this request . 
Attached is a preliminary. map that demonstrates some of the ownership: 

5. If the state were to sell the ICN, who maintains the system? What 
is the status of the maintenance contract? 
The maintenance contract is dependent on the State 's continued payment of the 
Certificates of Participation for Parts I and II. This is a legal question currently being 
researched by the Attorney General's Office. 

6. Because the ICN has several investors, does th4e ICN have an implied 
obligation to continue to provide service to authorized users? 
This is an issue that will be reviewed by the Attorney General's Office. 

ICN Response 
Yes. By nature of the investments made by private/public universities and colleges, 
National Guard, Federal Emergency Management Agency, state and federal 
agencies, and hospitals, authorized users undertook significant financial risk in 
changing services and investing in their physical plant to use the capabilities of the 
ICN at current rates. This is a long-term investment which does not provide an 
effective return on investment without long-term integration of high technology. 
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