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Update On The Iowa Communications Network
ISSUE
Update on the progress and funding of the Iowa Communications Network (ICN).
AFFECTED AGENCIES
Department of General Services (DGS)
Iowa Public Television (IPTV)
CODE AUTHORITY
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Chapter 18.132 & 18.137, Code of Iowa
BACKGROUND
The Legislature originally appropriated $10.0 million a year for 5 years beginning in FY 1990
to the ICN. This was changed to $5.0 million a year for 5 years beginning in FY 1992. The
FY 1990 actual appropriation was $2.1 million, the FY 1992 estimated appropriation was $2.8
million, and the FY 1993 estimated net appropriation is $5.0 million. There was no
appropriation in FY 1991 for the ICN.
The Iowa Communications Network consists of Part 1, Part 2, and Part 3. Part 1 includes the
STARC armory, Capitol Complex, IPTV, and the 3 State universities. Part 2 includes the
remaining 84 county access points. Each county in the State will have at least 1 point of
presence. Part 3 includes connecting Part 1 and Part 2 to State agencies, school
corporations, city libraries, regional libraries, and county libraries. State matching funds will
not be provided for Part 3 until Part 1 and Part 2 of the system has been completed.
CURRENT SITUATION
1. Progress to Date
•

Approximately 1,250 miles of fiber optic cable are in the ground at the present
time. The DGS expects to have 2,000 miles in the ground before winter. All of
Parts 1 and 2 will be in except for the extreme northwest, northeast, and southeast
corners of the State. Laying of the cable is expected to be completed (depending

ISSUE REVIEW

2

November 5, 1992

on weather) by early to mid-summer of1993. The contract requires completion by July
1994.
•

Even though the cable has been laid, it still requires that electronics be installed at each
endpoint (full completion expected by July 1994). The DGS does not have a schedule
for completion of the electronics installation by individual site.

•

The DGS will only begin testing the cable and electronics in an area after all of Part 2
sites connecting to a Part 1 (regional center) site are complete (e.g., they will only begin
testing the Kirkwood cable after the Benton, Cedar, Iowa, Johnson, Jones, and
Washington County sites are hooked up). The testing consists of a 15 to 30-day testing
period where the network carries no traffic. The network will then begin carrying
administrative phone traffic. After a period of time, the educational programming and
distance learning will be carried on a schedule determined by IPTV. The DGS is to
begin testing the Des Moines to Iowa City section of the network (the first section to be
tested).

2. Funding
•

The DGS issued $96,030,000 in bonds to fund Parts 1 and 2 of the ICN. The last
payment is scheduled to be July 1, 2006. The total gross interest paid over the life of
the loan is $56,670,353. The total gross service debt is $152,700,353. The coupon rate
varies from 5.2% to 6.5%. The cost for the ICN has increased since the bonds were
issued with the DGS estimating an additional $11.0 million need. The majority of the
additional $11.0 million is for alternative routing (approximately $4.0 to $4.5 million), a
tandem switch for administrative communications (approximately $3.3 million), and a
video switch (approximately $.6 million). Additional detail is to be available in
December. The DGS has not determined how to fund the additional $11.0 million.
Costs for Part 3 have not been addressed.

3. Community College Issues
•

The 20% portion of the 80/20 match required of the community colleges may be
financed over the life of the project (up to 15 years), but they will be required to pay the
incremental interest on the funds they use (i.e., the interest cost). The decision rests
with the individual colleges whether to finance or pay up front. The total amount of
community college match is approximately $9.4 million. Community colleges are
allowed to use funds expended on existing telecommunications systems as part of the
20% match which leaves a balance of $6.1 million due. Depending on location, the
charges are based on the costs of installing a particular area's cable and interest. See
Attachment A for each merged area's match requirement.

•

Community colleges are also responsible for audio and video equipment in the
classroom. Estimated costs for a typical classroom will range from $10,000 to $30,000
depending on the type of equipment used.

•

In a letter to the Governor dated October 11, 1991, Des Moines Area Community
College (DMACC) stated they will be unable to pay the cost associated with the ICN
(Attachment B). Due to DMACC's current financial status, which includes the loss of
certain anticipated revenues from the State of Iowa and increased enrollment, all
available monies are needed to fund existing educational programs, faculty and staff
salaries, and to maintain physical facilities. Given the lack of available funding, DMACC
cannot incur the debt obligations associated with the ICN. Correspondingly, DMACC
cannot move forward with the program nor authorize construction unless funding
mechanisms are in place to remove the projected deficits.
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•

In a resolution adopted by the Board of Trustees of Iowa Western Community College
(IWCC), the Board recognizes the inability of IWCC to provide the funds required for the
implementation of Part 1, Part 2, and Part 3 of the ICN (Attachment C). The Board
further advises all parties concerned that any further installation of components of this
network on its campuses or in any other facility in its area will be at the total expense
risk of the State or its agents and IWCC will not assume any responsibility for payments.
In a letter to the Governor dated August 25, 1992 (Attachment D), IWCC stated it has
no ability to purchase the necessary classroom equipment to be installed at the end of
the Part 1 with an estimated cost of $30,000. Second, they have no means of paying
the 20% share of the cost of Part 2 installation with an estimated cost of $665,000.
Third, there is no possibility for meeting the anticipated $210,000 cost of equipping the
Part 2 classrooms.

•

The DGS was asked to provide the impact of withdrawal or proposed withdrawal of
IWCC and DMACC. The DGS responded that IWCC and DMACC have not technically
withdrawn from the project (Attachment E). No estimate is available on the impact of a
community college withdrawing from ICN.

4. County Participation
•

Counties are prohibited from connecting to the network. A change to the Code of Iowa
would be required to allow them access to the ICN. However, State agencies with
satellite offices will be put on the network as soon as sections become operational. The
DGS explained it is in their interest to get as many people on the network as soon as
possible to start raising revenue. The DGS was unsure whether the Community Based
Correction facilities are considered part of State government by the ICN language.

5. Transfer of ICN Fund to the Treasurer
•

The Department of Management has placed the ICN Fund in the Treasurer's Office.
This eliminates the necessity of appropriation transfers between IPTV and the DGS for
the payment of funds.

6. Coordinating Committee
•

The Governor created a coordinating committee to assist the various entities in
completing the ICN. Ted Chapler, Iowa Finance Authority, has been named chair of this
committee. The committee also includes Edward Stanek, Telecommunications and
Information Management Counsel (TIM Counsel), and Paul Carlson, Department of
Management.
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BUDGET IMPACT
The annual $5.0 million appropriation may need to be extended beyond FY 1996 to FY 2007 since
the last bond payment is scheduled to be July 1, 2006. The annual appropriation may need to be
adjusted due to actual revenues being above or below estimated revenues, the additional $11.0
million cost, and other unexpected cost.

STAFF CONTACTS: Jon Studer (Ext. 16256) and Larry Sigel (Ext. 16764)
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