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Preface

The 461 Task Force identified alternatives for the disposition of the lowa
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 lowa Telecommunications 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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Introduction

The lowa 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 fiscal issues tied to the network,
legislators, through House File 461, requested the ICN's governing board, the lowa
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 will
provide lowa policy makers with a framework for the creation of ICN policy direction.




461 Task Force - The Process

In House File 461, the lowa Legislature appropriated $250,000 and directed the lowa
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 lowa-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 include 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




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 lowa 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 lowans. 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 461 Update was
mailed to more than 2,000 lowa 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 lowa 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
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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 lowa 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 tangible assets
Additional value of skilled labor force
Additional value of established systems and procedures
Additional value of expected future benefits

** |CN staff estimate




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 lowa 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.

lowa Utilities Board Study

In Senate File 2089 (1994), the lowa 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 RFP 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 Force 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.




House File 461 Premise

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

o 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
lowa 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 lowa 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.




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.




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 lowa Utilities Board staff prepared a definition of public utility for the Task Force (in
Report Appendix), using lowa 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, lowa 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 lowa 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 lowa Department of
Transportation (DOT) 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 Il 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 lowa Utilities Board and Federal
Communications Commission regulations.

lowa 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 relieve 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 lowa citizens if the lowa 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 Il 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 lowa'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. lowa 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 lowa 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 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 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 Il 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 lowa Utilities Board and Federal
Communications Commission regulations.

lowa Code Chapter 8D does not currently permit sale of ICN, and would need to be
amended.
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m  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 lowa citizens if the lowa 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 lll 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 lowa's telecommunications market.
However, the threat of competition from a purchaser of the ICN is a concern among
existing providers.

lowa 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 lowa 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 lowa Utilities Board and
Federal Communications Commission regulations.

The Legislature would need to amend lowa Code Chapter 8D to allow private use
of the network, and would likely need to amend lowa Code Chapter 23A, which
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 lowa citizens if the State would sell excess capacity (or dark fiber)
on the lowa 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 lll 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, lowa 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, lowa’s economic
development efforts could be enhanced. However, lowa'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 lowa 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):

m  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.

m  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.

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

m  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).

m  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 million and FEMA would seek
recoupment for $3.9 million.

m |f the FEMA requirements are not maintained, the State loses its emergency
response and disaster recovery capabilities.

m 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 lowa Utilities Board and
Federal Communications Commission regulations.

The Legislature would need to amend lowa Code Chapter 8D, which prohibits
private use of the network, and lowa 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 lowa 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.

lowa businesses and citizens would be able to access the ICN at current market
rates. Properly implemented, this option could attract new business to lowa, help
existing businesses expand and become more productive, and provide new services
to citizens. However, lowa’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 lowa 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 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 operator.

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

The Legislature would need to amend lowa Code Chapter 8D, which prohibits
private use of the network, and lowa 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
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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 il
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.

lowa 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.

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

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

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

m  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.

m 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.

®m  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.

m  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.

m |n 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 lowa 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.

®m  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 | leases would
not be affected by this option.

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

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

m [f 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 Il 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, allowing businesses and the general
public access to the system. This could enhance the State’s economic development
efforts by attracting new business to lowa, 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 lowa 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 Il leases. None
of the following constraints preclude this option’s implementation.

m  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).

®m  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.

®m  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.

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

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

m  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 lll 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 lowa, 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 lowa 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 Il 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 Il 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.

m |owans 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.

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

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

m |owa'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.

m 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 lowa 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 lowa
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.

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

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

m The ICN is currently exempt from lowa Utilities Board regulation [lowa 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 lowa Code Chapter 8D to allow private
use of the ICN, and would likely need to amend lowa Code Chapter 23A to allow

a private entity to lease tax exempt facilities to compete for non-governmental
users.

m  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.

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 lowa 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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We would like to give special thanks to lowa Attorney General Tom Miller
and Chris Scase, Assistant Attorney General, for their thorough analysis of
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Johnson, and Ben Grimley.
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Matrix Guide

The 461 Task Force was asked to look at alternatives to the current lowa Communications
Network (ICN) structure, and measure the impact of these changes on currently authorized
users, the telecommunications industry, and lowans. 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 separate 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 - State 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

p—

10.

11.

12.

13.

14.

15

16.

17.

18.

19.

20.

21,

2

.- ¥

Effect on Public Rights of Way

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

Impact on FEMA Agreement & Emergency Response
Capabilities

State Obligation to Users’ Build-out Investments

ICN Hub Status

Status of Regional Switches and County Points of Presence
Status of Part Il Facilities

Conflicts in Regulatory Compliance

Conflicts with State or Federal Laws

Effect on Status of Tax Exempt Bonds

Effect on State’s Credit Rating & Security Pledged to Bonds
Impact on Currently Authorized Users

Impact on Ability to Access Sufficient Capacity

Impact on Part Il Users

Impact on Telemedicine Users

Impact on State Government Users

Impact on National Guard Projects

Impact on Federal Government Users

Impact on Telecommunications Providers

Impact on Businesses and Citizens

Impact on Ability to Access the Internet

Private-Public Collaboration

Risk Analysis

35



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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Matrix -- Sale Options

OPTION 1 OPTION 2 OPTION 3
ISSUES Reference Sale of Network Sale of Network Sale of
Materials (No Assurances) (With Assurances) Excess Network Capacity
= gt Structure Structure Structure
De.grl{)_tlon of ¢ Private Ownership/Operation e Private Ownership/Operation e State Ownership/Operation of
puons current capacity
e Sale of entire system, including e Sale of entire system, including
fiber and hardware fiber and hardware e Private Ownership/Operation of
excess capacity (sale of dark
Conditions Conditions fiber)
¢ No conditions are placed on the e Educational users, state and
sale of the network. federal government, and e State retains current level of

e FEducational wusers, state and
federal government, and
telemedicine users are not assured
affordable access to a well-
maintained fiber optic system and
a specified bandwidth.

e Part lll is not completed.

e Assumes State will not continue its

commitment to  subsidizing
authorized users,
User Base
¢ Sale of network would expand the
user base.

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

e Part il js completed as outlined by
the Legislature.

e 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.

control of hardware and capacity
to support authorized users

Conditions

e 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.

e Part lll is completed as outlined
by the Legislature.

User Base
e Sale of excess capacity would
expand the user base.
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Matrix -- Public/Private Options

OPTION 4 OPTION 5 OPTION 6
ISSUES Reference Private/Public State Ownership State Ownership
Materials Ownership Private Operations Private Management
St Structure Structure Structure
Desé":!tlon of e State and Private Ownership e State Ownership and Private e State Ownership and Private
ptions Operations Management

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

Conditions
e Educational users, state and
federal government, and
telemedicine wusers will be
assured affordable access to a
well-maintained fiber optic
system and delivery of a

specified bandwidth.

e Part Il is completed as outlined
by Legislature.

User Base
¢ This option would expand the
user base.

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

e The operator pays the State to
operate the network.

Conditions
e 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 lll is completed as outlined
by Legislature.

User Base
e This option would expand the
user base.

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

e The State pays a company to
manage the network.

Conditions

e 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.

e Part lll is completed as outlined
by Legislature.

User Base
* This option would not expand
the user base
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Matrix -- State Options

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)
S nti Structure Structure Structure Structure
Des(;"{).tlon of ¢ State Ownership and e State Ownership and ¢ State Ownership and ¢ State Ownership and
ptions Operation Operation Operation Operation
e Excess capacity is e Excess capacity is | Conditions ® [CN becomes a state-
leased for private leased for private ® Educational users, owned, state-operated
operation. operation. state and federal public utility.
government, and
e State could award e State could award telemedicine users_will | Conditions
licenses to private licenses to private be assured affordable ¢ Educational users,
companies for the use companies for the use access to a well- state and federal
of excess capacity. of excess capacity. maintained fiber optic government, and

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

Conditions
e 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.

e Part lll js completed as
outlined by the

Legislature.

¢ 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.

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

system and delivery of
a specified bandwidth.

e Part Ill js completed as
outlined by the

Legislature.

User Base
* This option would not
expand the user base.

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
e This option would
expand the user base.
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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

e 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.

e Part Ill js completed as
outlined by the
Legislature.

User Base
e This option would
expand the user base.
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3

ISSUES

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

Reference
Materials

lowa
Attorney
General’s
Office
Analysis
(in Report
Appendix)

OPTION 1
Sale of Network
(No Assurances)

Considerations

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

e 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

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

OPTION 2
Sale of Network
(With Assurances)

Considerations

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

e 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

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

OPTION 3
Sale of
Excess Network Capacity

Considerations

e 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

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

e The current annual fee for urban
and rural freeway wuse s
approximately $700,000.

Responses to Constraints

e 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.
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ISSUES

Reference
Materials

OPTION 4
Private/Public
Ownership

OPTION 5
State Ownership
Private Operations

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

lowa
Attorney
General's
Office
Analysis (in
Report
Appendix)

Considerations

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

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

Constraints

e 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 wuse is
approximately $700,000.

Response to Constraints

e The public-private entity 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
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 wuse s
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.

OPTION 6
State Ownership
Private Management

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.
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7

ISSUES

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

Reference
Materials

lowa
Attorney
General's
Office
Analysis
(in Report
Appendix)

e The

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

¢ 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

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

e The

OPTION 8
State Lease to
Private Companies
(Restricted)

Considerations

e 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

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

e This

OPTION 9
State Ownership &

Operation
(Limited)

Considerations

e 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

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

o |[f the

OPTION 10

State Owned

Public Utility
(No Limits)

Considerations

e 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

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

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

Responses to Constraints

e 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

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

Reference
Materials

lowa
Attorney
General’s
Office
Analysis
(in Report
Appendix)

OPTION 1
Sale of Network
(No Assurances)

Considerations

Part | & Il Agreements

e 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

e |f 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

¢ Aslong 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.

GSAV/ICN Pilot Project

e 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 2
Sale of Network
(With Assurances)

Considerations

Part | & Il Agreements

e 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

* Aslong 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 | & Il 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

e 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

* Aslong 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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ISSUES

Reference
Materials

OPTION 1
Sale of Network
(No Assurances)

OPTION 2
Sale of Network
(With Assurances)

OPTION 3
Sale of
Excess Network Capacity

Mercy Foundation

e 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

¢ |f 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

e The contracts reviewed to date

would not present barriers to the

sale of the network, but some could

trigger significant demands for

recoupment.

e 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.

Mercy Foundation

e 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

¢ |fthe 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

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

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

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

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

e This option would have minimal
impact on the Mercy Foundation’s
grant.

Board of Regents

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

Constraints & Responses

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

e |f the Guard is unable to complete
its project, the National Guard
Bureau may seek recoupment of up
to $9,323,000.
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ISSUES

Reference
Materials

OPTION 1
Sale of Network
(No Assurances)

OPTION 2
Sale of Network
(With Assurances)

OPTION 3
Sale of
Excess Network Capacity

* 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.

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

e 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.

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

lowa
Attorney
General's

Office
Analysis
(in Report
Appendix)

OPTION 4
Private/Public
Ownership

Considerations

Phase | & Il Agreements

e 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

e 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

e 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.

GSAV/ICN Pilot Project

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

OPTION 5
State Ownership
Private Operations

Considerations

Phase | & || Agreements

e 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

e Aslong 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

e 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

e 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 | & |l Agreements

e 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

e 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

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

Reference
Materials

OPTION 4
Private/Public
Ownership

OPTION 5
State Ownership
Private Operations

OPTION 6
State Ownership
Private Management

e TheITTC'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

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

Constraints & Responses

e 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.

e The McLeod  maintenance

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

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

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.

e TheITTC's contractual obligation
to serve federal agencies extends
through June 1996.

Mercy Foundation

e 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

e 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.

e |f 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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ISSUES

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

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

lowa
Attorney
General's
Office
Analysis
(in Report
Appendix)

Considerations

Phase | & Il Agreements

Considerations

Phase | & Il Aareements

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.

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 wiill
have no impact.

Considerations

Phase | & Il Agreements

Considerations

Phase | & Il Agreements

The state's obligations
under the maintenance
contract with MclLeod
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.

The state's obligations
under the maintenance
contract with MclLeod
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.
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ISSUES

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

GSA/ICN Pilot Project

e 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

e 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

e The contracts reviewed

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

GSAVICN Pilot Project

e 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

e This option would have

minimal impact on the
Board of Regents
agreement.

Constraints

e The contracts reviewed

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

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

Mercy Foundation

e 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

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

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

Mercy Foundation

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

Board of Regents

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

Constraints

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

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &

Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

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

e |f 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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ISSUES

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

lowa
Attorney
General’s
Office
Analysis
(in Report
Appendix)

OPTION 1
Sale of Network
(No Assurances)

Considerations

e 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

o |t 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

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

e The purchaser would need to
relocate the ICN hub (see Issue 5), an
action which would entail a
substantial cost.

OPTION 2
Sale of Network
(With Assurances)

Considerations

e |f 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
e |t 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

o |f 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

e 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.

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

Responses to Constraints

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

e |f 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).
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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

e 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.

* To avoid relocation, the State and
the purchaser of excess capacity will
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

lowa
Attorney
General's

Office
Analysis
(in Report
Appendix)

OPTION 4
Private/Public
Ownership

Considerations

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

Constraints

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

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

Responses to Constraints

e |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 5
State Ownership
Private Operations

Considerations

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

Constraints

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

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

Responses to Constraints

e |f 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.

e |f 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

e 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

e |f 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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ISSUES

Reference
Materials

OPTION 4
Private/Public
Ownership

OPTION 5
State Ownership
Private Operations

OPTION 6
State Ownership
Private Management

If the private owner(s) involved in
this new entity need to access or
house equipment in the ICN hub
site, the hub may need to be
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.

To avoid relocation, the private
operator and the State may need
to work out an arrangement for
access to the ICN hub.

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

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

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?

lowa
Attorney
General's
Office
Analysis
(In Report
Appendix)

e Because the

Considerations

e This option would not

negatively impact the
State’s emergency
response capabilities or
the future availability of
FEMA funding.

Constraints

e 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

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

e Because the

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

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

e Because the

Considerations

e This option will not

negatively impact the
State's emergency
response capabilities and
the future availability of
FEMA funding.

Constraints

e 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

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

* This

e Because the

Considerations

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

Constraints

e 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

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

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

lowa
Attorney
General’s
Office
Analysis
(in Report
Appendix)

OPTION 1
Sale of Network
(No Assurances)

Considerations

Part | & Il Agreements

o If the

e The State's obligations under the

maintenance contract with MclLeod
would transfer to the purchaser in
the event of a sale. Current annual
cost approximately $ 2,900,000.

National Guard

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

¢ Aslong 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 2
Sale of Network
(With Assurances)

Considerations

Part | & Il Agreements

e 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

GSAV/ICN Pilot Project

e Aslong 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.

GSAJICN Pilot Project

e 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.

* 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 | & Il 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

e 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

e Aslong 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.

a7




ISSUES

Reference
Materials

OPTION 1
Sale of Network
(No Assurances)

OPTION 2
Sale of Network
(With Assurances)

OPTION 3
Sale of
Excess Network Capacity

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

¢ |fthe Board of Regents consents, this

agreement for ICN use can be
transferred to a successor/purchaser.
Both the wuse and maintenance
agreements include termination
provisions.

Constraints & Responses

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

e 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.

Mercy Foundation

e 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

¢ |f 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

e 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.

GSAJ/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

e This option would have minimal
impact on the Mercy Foundation’s
grant.

Board of Regents

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

Constraints & Responses

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

e |f the Guard is unable to complete
its project, the National Guard
Bureau may seek recoupment of up
to $9,323,000.
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ISSUES

Reference
Materials

OPTION 1
Sale of Network
(No Assurances)

OPTION 2
Sale of Network
(With Assurances)

OPTION 3
Sale of
Excess Network Capacity

e 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.

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

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

e 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.

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

lowa
Attorney
General's
Office
Analysis
(in Report
Appendix)

OPTION 4
Private/Public
Ownership

Considerations

Phase | & Il Agreements

The state's obligations under the
maintenance contract  with
MclLeod 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.

GSAV/ICN Pilot Project

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

OPTION 5
State Ownership
Private Operations

Considerations

Phase | & || Agreements

e 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

e 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
$9,323,000.

Star Schools Grant
the

e As long as

to

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

e 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 | & || 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.

60




ISSUES

Reference
Materials

OPTION 4
Private/Public
Ownership

OPTION 5
State Ownership
Private Operations

OPTION 6
State Ownership
Private Management

e TheITTC's contractual obligation
to serve federal agencies extends
through June 1996.

Mercy Foundation

e This option would have minimal
impact on the Mercy
Foundation’s grant.

Board of Regents

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

Constraints & Responses

e 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.

e The MclLeod maintenance

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

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

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.

* TheITTC's contractual obligation
to serve federal agencies extends
through June 1996.

Mercy Foundation

e This option would have minimal
impact on the Mercy
Foundation’s grant.

Board of Regents

e 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.

e |f 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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ISSUES

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

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?

lowa
Attorney
General's
Office
Analysis
(In Report
Appendix)

Considerations

Phase | & || Agreements

Considerations

Phase | & Il 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.

The state's obligations
under the maintenance
contract with MclLeod
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.

Considerations

Phase | & Il Agreements

Considerations

Phase | & Il Agreements

e The state's obligations

under the maintenance
contract with MclLeod
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.

e The state's obligations

under the maintenance
contract with MclLeod
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.
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ISSUES

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

GSAVICN Pilot Project

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

e 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

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

GSAJICN Pilot Project

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

e 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

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

Constraints

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

GSA/ICN Pilot Project

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

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

Mercy Foundation

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

Board of Regents

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

Constraints

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

GSA/ICN Pilot Project

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

* this federal funding.

e 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

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

Constraints

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

Reference
Materials

OPTION 7
State Lease to
Private Companies
(Not Restricted)

OPTION 8
State Lease to
Private Companies
(Restricted)

OPTION 9
State Ownership &
Operation
(Limited)

OPTION 10

State Owned

Public Utility
(No Limits)

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

e |f 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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ISSUES

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

Reference
Materials

lowa
Attorney
General's
Office
Analysis
(in Report
Appendix)

OPTION 1
Sale of Network
(No Assurances)

Considerations

e The STARC Armory is a federal
facility.

e 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.

e By Interagency agreement, the
Military and Emergency
Management Divisions of the lowa
Department of Public Defense, the
lowa Department of General
Services, and the lowa Public
Broadcasting Board each utilize a
portion of the Armory.

e 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 2
Sale of Network
(With Assurances)

Considerations

e The STARC Armory is a federal

facility.

e 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.

e By Interagency agreement, the

Military and Emergency
Management Divisions of the lowa
Department of Public Defense, the
lowa Department of General
Services, and the lowa Public
Broadcasting Board each utilize a
portion of the Armory.

e 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

e 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.

e By Interagency agreement, the
Military and Emergency
Management Divisions of the lowa
Department of Public Defense, the
lowa Department of General
Services, and the lowa Public
Broadcasting Board each utilize a
portion of the Armory.
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