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GOP aims at broadband agency  
 

Republicans say authority, $10 million in the red, has 'run amok'; 
Granholm backs keeping it in place.  

 
LANSING -- Republican legislative leaders, angered at a $10 million loss piled up by the state's 
embattled Broadband Development Authority, are gunning to put the agency out of business by the end of 
the month. 
 
House Speaker Craig DeRoche, R-Novi, said he intends to push through a bill to disband the authority, 
which was launched four years ago amid lofty hopes of bringing rapid Internet and economic 
development to every corner of the state. 
 
"I'm outraged by it," DeRoche said of the $10 million write-off. "This is a glaring example of an agency 
run amok." 
 
But Gov. Jennifer Granholm favors keeping the authority in place to oversee existing loans and invest the 
$17 million it has on hand. 
 
"The Broadband Development Authority needs to fulfill its fiduciary responsibilities," said Liz Boyd, 
Granholm's spokeswoman. 
 
Information about the debt was included in a memo from Michigan State House Development Authority 
(MSHDA) Executive Director Michael DeVos to Granholm and key lawmakers in November. 
State housing officials say the $10 million debt incurred by the broadband authority is the result of four 
years' worth of administrative costs, including staff salaries, that have never been repaid. 
 
The authority is funded by the House Development Authority, which initially extended the broadband 
agency a $50 million line of credit. "Their original business model had them sustaining their operation 
and actually generating income" to cover the initial administrative costs, said Ted Rozeboom, director of 
legal affairs for the House Development Authority. "It now appears that isn't going to happen." 
 
The same memo states that the House Development Authority fell 478 units short of its goal of financing 
4,022 low-income housing units during the fiscal year ending Sept. 30. 
 
DeRoche attempted to draw a connection between the debt and the authority's failure to achieve its goal.  
"They're taking money from low-income housing -- I can't think of a higher priority -- and then to hear 
they're diverting this money and writing it off is outrageous and needs to be ended immediately," 
DeRoche said. 
 
But Rozeboom said there is no correlation between broadband debt and the House Development 
Authority's housing finance numbers. He said the authority didn't reach its target "because of 
programmatic timing issues. Those are reasons distinct from anything to do with our broadband 
investments." 
 
Senate Majority Leader Ken Sikkema, R-Wyoming, who has described the agency as "one of the biggest 



 
flops in state government," will support the effort to disband the broadband authority, an aide said. 
Bob Filka, chief operating officer for the Broadband Development Authority, said the agency has $17 
million to lend to companies to bring high-speed Internet to remote areas of the state that don't have 
access. 
 
"It would be unfortunate to forgo the infusion of this $17 million investment," Filka said. He added that 
the authority has reduced its staff from 13 to five employees and is scheduled to get out of the lending 
business after the $17 million is meted out. 
 
Filka called the $10 million loss estimate "a fair assessment," but said that debt could be somewhat 
reduced by interest income from loans in future years. 
 
A state audit last summer said the authority did not have a business plan to reach its goal of becoming 
self-sufficient and that its revenues would not exceed expenses until 2008. 
 
Broadband Internet -- which comes in the form of DSL and T1 phone lines, cable modems and wireless 
and satellite technologies -- was seen by Gov. John Engler and others as an engine for economic growth. 
The communication network allows people in business, government and education to work with greater 
speed. But critics say the authority has done little but provide loans to competitors of private businesses 
that were already offering high-speed Internet. 
 
Colleen McNamara, executive director of the Michigan Cable Telecommunications Association, said, 
"The authority is never going to be self-supporting. It's eating money like crazy." 
Rural initiative 
 
On Nov. 30, the Michigan Broadband Development Authority shifted its main efforts to providing fast 
Internet service to rural areas in Michigan. Key elements of the program are: 

• Local government officials certify that an area is underserved. 

• Service providers willing to enter underserved areas can get loans at 4 percent interest with 
interest-only payments for two years. 

• Up to $17 million is available. 

 


