
 1 

MIRS Capitol Capsule March 24, 2004 

Patterson Questions Need For Broadband Authority 
Senate Technology and Energy Committee Chairman Bruce PATTERSON (R-
Canton) sharply quizzed officials from the state's two-year-old Michigan 
Broadband Development Authority (MBDA) today, and, in so doing, raised the 
open-ended question of whether the authority is even needed. 
  
The point Patterson made during strong back-and-forth testimony with MBDA 
Vice President James BUTLER and COO Robert FILKA is that a state-backed 
entity that competes with the private sector in the rapidly changing field of 
high-speed Internet technology needs to be doing something. 
  
But he pointed to a Fiscal Year (FY) 2003 audit that showed MBDA took in less 
than $700,000 in revenue last year, but had operating expenses over $7 
million.  Patterson then tried to minimize the $15.2 million in projects MBDA 
has in the pipeline by saying that the private sector spends hundreds of 
millions of dollars on this type of technology every year in Michigan, without 
the help of MBDA. 
  
As Butler and Filka tried to blaze on with its 22-page power-point presentation 
on the authority's successes, Patterson hammered home the same question -- 
where is MBDA's final destination?  How long will it take to get there? 
  
"I'm wondering at what point we're getting an adequate return on our 
investment," said Patterson, one of the nine House members who voted 
against the creation of MBDA in 2002.  "We have to make a decision whether 
the private sector is being urged to participate more in broadband because 
you're in the market." 
  
If MBDA needs about $100 million in projects to become financially solvent, 
will it take eight, nine, 10 years to get there?  Once they do, will they be 
receiving bond money from companies that are trying to advance technology 
that is basically obsolete? Patterson then quoted research recently given to 
the MBDA by the cable industry that shows that 87 percent of Michigan 
residents have access to broadband through cable. 
  
And that's "without a single dollar of government investment," he added. 
  
"I don't hear an overall plan here," jumped in Sen. Laura TOY (R-
Livonia).  "Are you doing anything with the universities? Do you have any 
vision in that regard?" 
  
The Senate Technology and Energy Committee today was staring at page 
seven of Butler and Filka's presentation when Patterson gaveled the meeting 
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to adjournment with the request that the two come back next week with 
"specifics" on how the authority planned to balance its books within the 
planned-for five years. 
  
From the MBDA's perspective, the intense probe probably felt more like an 
ambush.  Filka said under questioning that he wasn't prepared to give the 
types of answers Patterson asked for.  He said MBDA wasn't given a clear idea 
of what the chairman was looking for when officials called his office for 
background information. 
  
"Now, I think we have a better idea what he's looking for," Butler said. 
  
Instead of being prepared to be stuck with a spit and rolled over a fire, the 
two seemed eager to talk about the 11 projects in the works, a portfolio of 
projects that touch more than half of the state's counties. 
  
MBDA was one of the last major initiatives pushed by former Gov. John 
ENGLER as he left office.  The plan was to create an authority that would loan 
private industry the money to expand broadband to every square inch in 
Michigan.  Under the plan being pushed by Gov. Jennifer GRANHOLM, this will 
happen by 2007. 
  
And while Patterson was correct in his comments that large, private 
corporations are pouring broadband technology into Michigan, Filka pointed 
out that they are going after the large metropolitan markets, leaving Gladwin, 
Ithaca and other out-of-the-way communities with few high-speed Internet 
choices. 
  
By offering seemingly small loans to mid-sized companies like ACD.net and 
ISP Wireless and M-33 Access, competition is being created to drive down the 
Internet costs for businesses and residents, Filka said. 
  
Instead of having only having one option, possibly cable, as their only high-
speed Internet source, schools in northeastern Michigan, for example, could 
save nearly $1 million by going to wireless technology, under a plan being 
pitched by M-33 Access, according to page eight of the presentation. 
  
That's good for economic development in this state, Filka said.  Instead of 
having some companies pay "thousands" a month for broadband technology, 
MBDA's push could drop this cost to $300.  Homeowners may pay $25 a 
month for high-speed Internet, as opposed to $50. 
  
As far as MBDA's bottom line, Filka pointed out that the infant agency is 
changing its processes to become more efficient.  The original model for the 
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financing of the organization was the Michigan State Housing Development 
Authority (MSHDA), which wasn't exactly the right fit, Filka said. 
  
Also, MBDA overshot the amount of the initial loan it received from MSHDA, 
and has restructured that loan so it can borrow money from the successful 
low-income housing program on a needs basis, he said. 
  
The banks working with the authority are telling MSHDA officials that their 
bottom line numbers for their first couple years aren't unique to similar start-
up businesses. 
 

MIRS Capitol Capsule April 22, 2004 
$1.3 Million Broadband Loan Announced 
The Michigan Broadband Development Authority today closed a $1.3 million 
loan to M-33 Access -- a wireless Internet service provider based in Rose City.  
  
The loan will be earmarked to extend and improve wireless broadband service 
in a 10,000 square mile region stretching across one of the state's most rural 
and underserved regions.  This expanded network (when complete) will be the 
largest of its kind in the country covering the counties of Alcona, Alpena, 
Arenac, Crawford, Iosco, Montmorency, Ogemaw, Oscoda, Otsego and 
Rosscommon and some portions of Bay, Clare, Kalkaska, Missaukee, Gladwin 
and Presque Isle.   
  
The area served by the project is home to some 392,000 residents and 9,700 
businesses.   
 
 

MIRS Capitol Capsule, Wednesday, June 30, 2004 
Patterson Wants A Business Plan 
Sen. Bruce PATTERSON (R-Canton) took another whack at the Broadband 
Authority piñata today, cracking agency officials over the head for not working 
off a textbook business plan that includes a balance sheet, income statement 
and other financial information.  
 
Patterson, a skeptic of the Broadband Authority from its inception two years 
ago, is sponsoring a bill that would dissolve the authority, whose primary 
purpose is to give low interest loans to telecommunication companies that 
want to expand Internet broadband capabilities to the rural and underserved 
regions in Michigan. It's doubtful the bill has much of a future, but it gives 
Patterson a chance to make some points he feels needs to be raised.  
 
As chair of the Senate Technology and Energy Committee, he wants the 
authority to present a professional business plan so he can later wag it in the 
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face of Authority Vice President James BUTLER III and fellow committee 
members as proof that the authority isn't serious about becoming self-
sufficient any time soon.  
 
Patterson doesn't like the fact that state government is dedicating money to 
the salaries of authority employees so the agency can interject itself into the 
private broadband market, which, in underserved areas, must rely on cable, 
some wireless and whatever limited broadband capability is available.  
 
For an administration that detests urban sprawl and embraces urban growth, 
Patterson contends that it's contradictory to support an authority whose main 
objective is to expand high-speed Internet capabilities to Michigan's back 40. 
So if state government is going to sponsor a business-generating authority 
like Broadband Development Authority, that public body should, too, act like a 
business, not like another government entity.  
 
"The business plan is an absolute necessity," Patterson said. "If we're going to 
take flight, we need an ultimate destination, a flight log, information on how 
long it's going to take to get there, how much it's going to cost."  
 
Of course, the opposite way to look at this is that some of the state's 
underserved areas include some parts of urban Detroit and other smaller 
urban cores in Northern Michigan. In the name of economic development and 
Cool Cities, isn't it as important to prop up a well-served Detroit suburb, say 
Livonia, as it is to prop up an underserved northern town, like say, Mt. 
Pleasant?  
 
And while Patterson ran down the salary benefit package for everybody on 
staff ($143,000 a year for some of the higher staff positions to a combined 
$30,000 for part-time interns), the point Butler and the fledgling Broadband 
Development Authority staff will inevitably make is that they're still very early 
in the game. The group has just started issuing loans and has just started 
reporting numerous successes across the state. But it will be several years 
before the repayment starts coming in and the authority can show better than 
$400,000 in income.  
 
Butler told Patterson that he'd return to the committee next week with the 
balance sheet, income statement and cash flow analysis that the committee 
chair wants the authority to use as a guide to self-sufficiency.  
 
If he can get the Broadband Development Authority to do it, Patterson's next 
question will be, "Why can't other sectors of state government do that, too?" 
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MIRS Capitol Capsule, Wednesday, September 8, 2004 

Broadband Salaries Broken Out 
The staff salaries for the 10 employees of the Michigan Broadband 
Development Authority were broken out today in the conference report for the 
Department of Labor and Economic Growth (DLEG) budget for Fiscal Year (FY) 
2005.  
 
At the request of the Senate, the administration agreed to break down exactly 
how the $1.3 million the Broadband authority is given is spent, from the 
director's $143,000 salary to the $30,000 spent on an intern position.  
 
In recent months, Sen. Bruce PATTERSON (R-Canton) has been vigilant about 
how the Broadband authority spends its money, information the authority has 
been willing to provide. However, by placing it in the appropriations budget, 
the spending is right in front of lawmakers' noses when they spend future 
money in the DLEG budget.  
 
With that, the Senate got a provision tacked onto the budget that requires the 
broadband authority to provide a report on Jan. 1 on its total administrative 
costs, which would include reimbursements to the Michigan State Housing 
Development Authority (MSHDA). If the broadband authority hasn't made 
payments to MSHDA, it needs to detail its repayment schedule.  
 
The conference committee voted unanimously to report out the DLEG budget 
(HB 5521) this morning. Late this afternoon it passed in the House, 87-20.  
 
In other news from the DLEG budget, another $15 million was put into the 
Technology Tri-Corridor section. The Senate and House had tried to designate 
how that money would be spent. The Senate wanted $5 million specifically for 
manufacturing initiatives. The House had $5 million going to the Homeland 
Security initiative and the "automotive initiative." 
 
The administration won its argument that it didn't want the Legislature 
dictating where the department could spend the money.  
 
Other items of note from the $1.24 billion budget ($94 million General Fund) 
includes the following items:  
 
- Fire Protection Grants are going to be funded differently than in years past, 
which Rep. Gretchen WHITMER (D-East Lansing) called a small step forward. 
In the past, the $15.9 million the state pays local fire departments to watch 
over state universities and other state building complexes have been funded 
through a formula that never raises the promised $15.9 million.  
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This year, only $7.2 million is being raised in the DLEG budget. The rest is 
being raised from the sale of some excess property (see related story). The 
governor had suggested that a hike in the liquor tax could pay for the fire 
protection grant, but the liquor tax hike didn't go. Instead, $3.7 million is 
coming out of the Liquor purchase revolving fund. The other $3.5 million in 
coming from bad driver money.  
 
The hope is that the property sale will get the state to $15.9 million.  
 
"I want to remain optimistic that one day, before I leave this body, we can 
fully fund our obligation to pay for these grants," Whitmer said.  
 
- The $280,000 volunteer investment grants have been eliminated at the 
Legislature's request. About $180,000 of that money is going to fund pre-
college programs in engineering and the sciences that the Senate requested. 
The other $100,000 is being used to pay for a feasibility study for the 
"Michigan Centers for Excellence." 
 

[RETURN TO TOP] 

MIRS Capitol Capsule, Friday, September 17, 2004 

Broadband Authority Loans More Money 
The Broadband Development Authority (BDA) announced this week that it 
closed on a $1.6 million loan to Lansing-based ACD.net, which will allow the 
company to expand its high-speed Internet service into the St. Joseph area of 
southwest Michigan.  
 
Seventeen communities within Berrien, Van Buren, Cass and St. Joseph 
counties are expected to see expanded broadband capability through this 
loan, with improved and expanded service in St. Joseph, Benton Harbor, New 
Buffalo, South Haven, Paw Paw and South Haven, among other communities.  
 
Under the loan, ACD.net will partner with Quantum Connections of St. Joseph, 
which currently owns the system in Southwest Michigan.  
 
"As with our previous loan, this financing will help us provide lower prices, 
more robust service and better access to customers in these target markets," 
said ACD.net President Kevin SCHOEN. "The employees of Quantum will 
contribute to the design and construction of the network as we expand the 
broadband infrastructure." 
 
 

MIRS Capitol Capsule, Tuesday, September 21, 2004 

Broadband Grant Program Announced 
Gov. Jennifer GRANHOLM today announced Michigan will be the first state in 
the nation to use a new broadband grant program to provide affordable high-



 7 

speed Internet service to low- and moderate-income families.  
 
The new Digital Divide Investment Program (DDIP) was created by a grant 
approved by the Department of Housing and Urban Development (HUD) in 
Washington D.C. The new program will begin with pilot locations in Muskegon 
and Marquette Counties.  
 
"In today's technology-based society, every family must have access to high-
speed Internet," said Granholm. "Broadband is about more than giving people 
access to online shopping and information; it's critical to growing our economy 
and attracting new jobs."  
 
The DDIP will combine Michigan Broadband Development Authority (MBDA) 
loans with federal Community Development Block Grant (CDBG) dollars to 
encourage additional investment in under-served regions of the state and 
reduce Internet service prices for low- and moderate-income households. Up 
to $4 million in grants will be made available during the initial phase of the 
program.  
 
The MBDA has already approved more than $12 million in loans for broadband 
investment across the state in a little more than a year. Just over a year ago, 
Michigan received the No. 1 ranking out of all 50 states as having the best 
programs and policies in place to improve broadband infrastructure by 
TechNet, a national organization of more than 150 technology and business 
executives who advocate for expanded access to high-speed Internet 
connections for U.S. consumers and small businesses.  
 
Broadband providers willing to invest in areas that have 51 percent or more of 
low- and moderate-income families will compete for DDIP grant monies 
through an RFP process. Vendors will be judged on affordability (price of 
service), their plan for marketing services to low and moderate income 
families, total investment and financial viability for the project area. 
 
 

MIRS Capitol Capsule, Wednesday, March 23, 2005 
Broadband Agency: We've Reached Most Goals 
While late with its annual report, the Michigan Broadband Development 
Authority (MBDA) today told the House Energy and Technology committee 
that it's accomplished most of its 2004 operational goals.  
 
Bob FILKA, director of MBDA's Operations & Program Development, informed 
the committee that it's only been in the last 12 to 18 months that the agency 
became operational, having spent the first two years developing its mission 
and recruiting staff.  
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Filka laid out the following major achievements of the group:  
 
- Reviewed 21 loan applications, and submitted and obtained board approval 
for nine of the projects, totaling $12 million, impacting nearly 150 cities in 45 
counties  
 
- Made its first “seed” loan to an Upper Peninsula-based wireless broadband 
provider  
 
- Secured federal and state approval to use $4 million in Community 
Development Block Grant (CDBG) money for a new digital divide investment 
program  
 
- Developed a partnership between the state and SBC to pilot Wi-Fi services at 
state parks and rest areas  
 
- Developed a budget for Fiscal Year (FY) 2006 that will cut spending 10 
percent  
 
MBDA lending activities are financed by a $50 million, 20-year, no-interest 
loan from the Michigan Housing Development Authority (MSHDA). Repayment 
of the loan is expected to occur in approximately 18 years. MBDA earns 
approximately 3 percent above its cost of the loan from the MSHDA and that 
funding will be the source to repay MSHDA.  
 
Chairman Rep. Mike NOFS (R-Marshall) inquired what was being done to 
assure that service was provided in the underserved areas of the state. Filka 
said the digital divide programs the agency was developing would go a long 
way to solve the problem.  
 
The program is modeled after the MSHDA program in that loans are given to 
developers to make services available that would not otherwise be available, 
he said.  
 
When pressed about whether there was a specific successful project MBDA 
could point to, Filka indicated that they were currently working with MSHDA 
on funding a school district in Flint, which would network the low-and 
moderate-income homes in that area. The project has not yet received 
approval.  
 
Rep. John PROOS (R-St. Joseph) inquired about whether other states had 
similar programs that it could be compared to. Filka said that many other 
states' programs depend on General Fund money. When revenues are short, 
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those states have no program funding available. Many states are looking at 
Michigan as a model they may want to use in developing their own programs, 
he said. 
 
 

MIRS Capitol Capsule, Friday, June 17, 2005 
Broadband Authority Loses $4M 

The three-year-old Michigan Broadband Development Authority (MBDA) lost 
another $4 million in Fiscal Year (FY) 2004, meaning the state-sponsored 
body charged with expanding high-speed Internet access across the state was 
$11.6 million in the hole starting FY 2005.  
 
In releasing his report, Auditor General Thomas McTAVISH also suggested the 
quasi-governmental body do a better job documenting how the bills it pays 
are approved. It also said MBDA should develop a business plan that details 
how it projects to become self-sufficient.  
 
MBDA was $1.4 million in the hole in FY 2002, $7.7 million in the red in FY 
2003 and now $11.6 million in debt by the end of FY 2004. Broadband officials 
responded in the audit by noting that the agency's goals are long-term and 
that the current business plan has them turning a profit by FY 2008.  
 
The MBDA was created in 2002 as former Gov. John ENGLER's last major 
initiative. His vision was that the body would boost high-speed broadband 
Internet services and infrastructure across Michigan. When it was created, the 
goal was that MBDA would be self-sufficient by making money on the projects 
it lends money to and joint venture activity. It was created to run like the 
Michigan State Housing Development Authority, which is doing pretty well for 
itself.  
 
According to the audit, MBDA has received $120,000 in principal and interest 
payments on its loans in FY 2004.  
 
The auditor recorded four findings in his report, the first being that MBDA 
didn't always detail what its hired consultants did for the $1.2 million they 
were paid in FY 2004. Also, the auditor found it prepaid consultants a 
combined $200,000 in FY 2004, which runs counter to Department of 
Management and Budget (DMB) policy.  
 
Secondly, MBDA couldn't prove that 67 percent of the 61 transactions 
reviewed by the auditor were approved by a manager, something the agency 
said it was working on.  
 
The auditor also found that in FY 2004, the MBDA Board of Directors renewed 
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six contracts totaling $1.9 million and approved a new $100,000 contract 
without going to the State Administrative Board for approval. MBDA officials 
argued that a 2003 executive order grants it an exemption from the Admin 
Board. Rather, it is going through the correct purchasing guidelines that were 
set up in state law, the executive order and state rules.  
 
Finally, the auditor said MBDA should develop a business plan that details how 
it figures it will start turning a profit. The agency's latest business plan has it 
finally turning a profit by FY 2008, but even if that's the case, the agency, by 
its own projections, would be stuck in a $16 million hole by FY 2009.  
 
The auditor suggested a business plan that, based on attainable revenue and 
expenditure projections, will allow MBDA to eliminate its operating deficit and 
achieve self-sufficiency.  
 
"Because it is still a relatively new entity, MBDA is still developing its 
organizational structure and business plans needed to accomplish its goals 
and objectives," the audit reads. "However, one of MBDA's stated goals is to 
have its operations achieve self-sufficiency."  
 
In response, MBDA officials said that its leadership team and Board of 
Directors are comprised of both experienced business people and key leaders 
within government and that they are in the best position to judge and 
evaluate its strategic direction. While MBDA said it respects the auditing skill 
and background of those working on the audit, it believes the "matter falls 
beyond the scope" of their experience.  
 
MBDA officials told auditors that it was created to meet important long-term 
public policy objectives and, as a start-up organization, it always anticipated 
that it would run in a deficit for a while, which is why MBDA's loan with 
MSHDA is structured over 20 years and does not require any near-term 
principal repayment.  
 
MBDA stated that it believes that the Auditor General's short-term focus on 
net assets "fails to recognize this important point and overlooks the mission 
and underlying purpose" of the agency. 
 

Volume #44, Report #117, Article #03 --Friday, June 17, 2005 

AUDIT CALLS FOR BROADBAND AUTHORITY BUSINESS PLAN  

Auditor General Thomas McTavish called Thursday for the Michigan 
Broadband Development Authority to have a business plan that will move it 
toward being self-sufficient.   But broadband authority officials said they 
have such a plan, just with a longer outlook. 
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The audit report, of a financial audit of the authority for the period October 
1, 2003, through September 30, 2004, noted that it had a negative asset 
balance for the 2003 and 2004 fiscal years.   Auditors argued for a plan to 
turn those numbers around. 
The audit showed the authority had net assets of -$7.74 million in FY 2002-
03, and its assets dropped to -$11.61 million in FY 2003-04. 
The report did show income increasing for the authority.   Interest income 
rose to $80,836 in FY 2003-04 from $3,445 the prior year and over 
operating revenues increased to $184,117 from $69,038.   But expenses, 
while falling, still significantly bested revenues at $7.05 million in 2002-03 
and $4.07 million in 2003-04. 
"MBDA needs to establish a comprehensive business plan that provides 
specific goals and objectives for improving its financial position and 
achieving its goal of becoming self-sufficient," the report said.   "MBDA's 
business plan, which was last revised in June 2004, does not provide a 
comprehensive strategy for eliminating MBDA's negative financial position 
and becoming self-sufficient."  
The report noted the authority expects to have revenue exceeding expenses 
by FY 2007-08, but by FY 2008-09 will have generated a deficit of $16 
million. 
But authority officials said their business plan as drafted meets their 
needs.   "MBDA informed us that while concise, its June 2004 business plan 
is the right plan 
for MBDA and is reviewed regularly by senior management and the MBDA 
Board 
of Directors," the report said.   "MBDA also informed us that its leadership 
team and Board of Directors are composed of both experienced business 
people and key leaders within government and that these leaders are in the 
best position to judge and evaluate MBDA's strategic direction."  
Authority officials said their structure, business plan and loan from the 
Michigan State Housing Development Authority were all structured with the 
expectation of long-term self-sufficiency, not the short-term turnaround the 
auditors expected. 
The audit also cited the authority for some of its purchasing 
practices.   While the authority agreed that it should not be paying in 
advance for services and said it was changing the practices that allowed that 
during the audit period, it disagreed that it needed approval from the 
Department of Management and Budget for its purchases.    
The audit noted that during FY 2003-04 the authority board extended six 
contracts totaling $1.9 million and approved a new contract for $100,000 
without submitting the contracts to DMB and the State Administrative Board. 
Officials with the authority said the act that created the board (PA 49, 2002) 
gave the board the sole authority to approve contracts and purchases on 
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behalf of the authority.   But auditors said the statutory provisions cited by 
the authority did not exclude it from the Administrative Board process. 

Volume #44, Report #182, Article #02 --Tuesday, September 20, 
2005 

SMALLER BROADBAND AUTHORITY FOCUSES ON RURAL AREAS  

A shrunken Michigan Broadband Development Authority is refocusing its 
efforts to ensuring affordable access to high-speed internet is available in 
rural areas and making the process for making loans available more 
rigorous.   The authority's board, acting with two newly-appointed members, 
set the new direction on Tuesday with unanimous approval of a rural 
initiative meant to fulfill a goal set by Governor Jennifer Granholm and an 
interim budget that pares authority spending and staff. 

Ms. Granholm in her State of the State address had pledged to make 
broadband available throughout the state by 2007.   The authority has $17 
million available to help it reach that goal through loans and incentives to 
companies which will provide service in underserved areas. 

The new direction aims the work of the authority more in the direction that 
some legislators argued it should have been restricted to providing initially, 
but does not meet the objective of private companies providing broadband 
service and some legislators who contend it should be disbanded. 

James Butler, vice president of the authority, said the authority will become 
more proactive and "will transform from a loan-making organization to a 
coordinating structure." 

He said the authority would help to monitor and promote new technologies, 
develop special technologies for health care and groups with special needs, 
promote Wi-Fi and reduce the barriers governments erect which limit 
expansion of broadband. 

Timothy Laing, a Governor John Engler appointee whose term expired 
December 31, 2004, but who served until just hours before the meeting, 
expressed concern about the new direction and lauded the work of the 
authority in its first three years.   "The authority has served a good purpose 
and has developed huge expertise in broadband development.   I'd hate to 
see that go away," he said.   "I hope this is being done in the best interests 
of the state." 

He said he hoped the change was not being done "purely because of 
lobbyists' efforts." 
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Treasurer Jay Rising, who is the board chair, said complaints from private 
broadband providers had nothing to do with the shift, which he said is being 
done to continue expanding broadband access with limited resources.   "I 
think we've done good investments and created good markets," he 
said.   "Now we're getting the state covered so a business can go anywhere 
and get broadband access.   It's a vision the governor has had and a vision 
of the board." 

David Hollister, director of the authority's parent Department of Labor and 
Economic Growth, said the state is 80 percent of the way towards the goal 
Ms. Granholm set to have broadband coverage statewide in two years. 

He said two issues identified by the authority and the Department of 
Information Technology are targeting resources to rural areas and shifting 
the attention from broadband access to affordable broadband access. 

With limited resources, he said there was "not a lot of enthusiasm to expand 
its role.   We think there is a mission of advocacy, education, working with 
schools and communities and leveraging the resources of DIT.   We think 
this RFP will be able to finish up the goal and provide complete access." 

Scott Stevenson, president of the Telecommunications Association of 
Michigan, said of the described changes, "That sounds like what they should 
have been doing all along.   It sounds like they've been hearing the 
complaints by legislators and others and it is more in line with what the 
Legislature originally intended." 

Mr. Stevenson said the authority has not had any affect on how the industry 
has expanded broadband services across the state. 

Colleen McNamara, executive director of the Michigan Cable 
Telecommunications Association which had opposed the creation of the 
authority, could not comment on the changed focus of the authority, but 
said she hoped it constitutes a "major overhaul.   It was a misguided 
mission from the beginning.   The issue was never whether broadband is 
available and maybe they should have been promoting people using 
broadband and helping business use it and helping kids get laptops." 

Robert Filka, director of operations and program development for the 
authority, said the rural development approach, which will be coordinated 
with the Michigan Townships Association, is a more proactive way of 
targeting limited resources to underserved areas.   In the past, he said the 
authority has made loan decisions based on reactions to applications, which 
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often came from some of the more attractive markets.    

He said the rural broadband development program will require applicants to 
certify that the are they propose to serve are underserved, with a 
certification from local government leaders, and the program will offer low-
interest loans and incentives for companies to provide affordable access in 
those areas.  

Applicants would be judged not only on their financial viability, but also 
public-private involvement, the quality of the technology, areas to be served 
and other factors.  

The budget approved by the board, which covers a six-month interim period 
while the management structure is revised, sets spending at $1.3 million, 
down from $3.5 million for the current year and including cuts of up to 76 
percent in some operations.   Officials said though the 12-member staff is 
being reduced, no layoffs will occur with civil service employees expected to 
be placed in other agencies. 

The authority expects to have its rural broadband development initiative's 
request for proposals ready by the end of November, with companies then 
expected to submit applications by January.  

 
 

Volume #44, Report #187, Article #14 --Tuesday, September 27, 

2005 

BROADBAND AUTHORITY FIRST TO USE FEDERAL FUNDS  

The Michigan Broadband Development Authority became the first state 
entity to explore a program using U.S. Department of Housing and Urban 
Development funds to expand broadband access to low-income areas. 
The project includes a $6 million loan from the authority to Arialink 
Broadband to expand access to high-speed data connections in Muskegon 
County.   Once the infrastructure is in place, a $2.2 million grant from HUD 
will help to provide service to several low-income communities in the county. 
"The creation and implementation of this cutting-edge program is just 
another example of the innovative ways our Administration is working to 
leverage resources. We're thrilled that the federal government has faith in 
Michigan to pilot this program," said Department of Labor and Economic 
Growth Director David Hollister, whose department houses the authority. 
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Volume #45, Report #13, Article #09 --Friday, January 20, 2006 

BROADBAND AUTHORITY TARGETED BY G.O.P.  

Legislative Republicans are looking to push priority on a dusty 2005 bill that 
would delete the Michigan Broadband Development Authority, saying that 
they are fed up with it's lack of financial self-sufficiency.  

While irritation over the program has been apparent from different parties 
since the authority's creation under former Governor John Engler, a 
November 2005 memo seems to have pushed legislative Republicans over 
the edge.   In it, the Michigan State Housing Development Authority states 
that an agreement has been reached to forgive a $10 million loan in 
exchange for all future fees and borrower loan payments made to the 
authority transferred to MSHDA.   Earlier in the report, MSHDA executive 
director Michael DeVos states the agency did not meet its low-income 
housing goal by approximately 475 units. 

In June 2005, Auditor General Thomas McTavish called on the authority to 
create a business plan to make the agency financially viable in its own right. 

Prior to that in March, Rep. John Garfield (R-Rochester Hills) introduced 
legislation (HB 4563) deleting the authority, but it has languished in the 
House Energy and Technology Committee since then.   Mr. Garfield could not 
be reached for comment. 

On Friday, Matt Resch, spokesperson for House Speaker Craig DeRoche (R-
Novi), said that dealing with the authority will be a priority in the near 
future.   "(Mr. DeRoche) has been not happy with the way things have been 
going on for a while now." 

Senate Majority Leader Ken Sikkema (R-Wyoming) has said the authority is 
"one of the biggest flops in state government." 

A spokesperson for the authority could not be reached for comment, 
however, the administration still backs the need for the authority's 
existence, a spokesperson for Governor Jennifer Granholm said.  

"They have made loans.   The loans have to be serviced," said Liz 
Boyd.   "The broadband authority needs to fulfill its fiduciary 
responsibilities." 

Ms. Boyd said concerns over the authority have been addressed by lowering 
the number of staff and putting focus on providing $17 million toward rural 
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broadband development.  

And authority Director Bob Filka told the Senate Technology and Energy 
Committee on Thursday that the $17 million loan package would likely be 
the last series of loans from the authority.   He expected once those loans 
were issued, the five employees of the authority would be further reduced. 

Scott Stevenson, president of the Telecommunications Association of 
Michigan, said the organization has been and will continue to be supportive 
of cutting out the authority, adding, "This is money being thrown 
away.   Hopefully, there is momentum (to get rid of the agency)." 

 

 

 

MIRS Capitol Capsule, Wednesday, February 8, 2006 

Broadband Authority Going Off Line 
Faced with annihilation by an increasingly hostile Republican legislature, the 
Broadband Development Authority (BDA) went the way of the Samurai today 
and fell upon its own sword.  
 
BDA Chief Operating Officer Robert FILKA told members of the House Energy 
and Technology Committee that it planned to issue $17 million more in lower-
interest loans to high-speed Internet companies. After this grand finale, the 
BDA basically will cut its operations to one or two staff people to oversee the 
outstanding loans, but won't issue more loans after that.  
 
The comments came after several legislative leaders questioned the need for 
the BDA after it was reported that the agency needed $10 million of its 
original $50 million loan from the Michigan State Housing Development 
Authority (MSHDA) forgiven. Committee member Rep. John GARFIELD (R-
Rochester) sponsored a bill (HB 4563) to eliminate this creation of former 
Gov. John ENGLER and at least three of his fellow committee members 
signed on as co-sponsors.  
 
But the administration is going to beat the Legislature to the punch. Filka said 
BDA is going to offer four percent, 24-month-interest-only loans to companies 
looking to expand high-speed Internet service to the state's rural areas. The 
applications for the loans went out Nov. 30 and since then, 100 folks have 
downloaded the application and a pre-bid workshop yielded 36 interested 
parties, Filka said.  
 
After the application period ends Feb. 28, Filka said BDA expects to have more 
interest than the $17 million it has available to lend out. After those loans are 
closed, which he said could take as long as 17 months, the BDA will be cut to 
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almost nothing. The current staff level of five folks is already down from the 
eight that started. When it's all said and done, the Department of Labor and 
Economic Growth (DLEG) will have "one or two" people assigned to the office.  
 
For some Republican members, that still wasn't enough.  
 
"Why don't we just shut them down today?" asked Rep. Leon DROLET (R-
Clinton Twp.), his point being that the BDA doesn't exactly have the best track 
record with the loans it has let out. Why should anybody be confident that 
they could turn a decent profit on this final $17 million, he questioned.  
 
Committee Chair Mike NOFS (R-Battle Creek) ended the hearing with BDA's 
future still being an open question. While he said he appreciated the 
authority's progress and refocus he didn't give their current battle plan an 
endorsement. On the other hand, he didn't seem anxious to shut down the 
BDA tomorrow, either.  
 
BDA was one of the last proposals Engler was able to push through the 
Legislature. Formed in 2002, the authority was never seen in a favorable light 
by conservative Republicans who felt the premise behind it was a public 
agency competing with private lending operations — something that wasn't 
the function of government.  
 
On the other hand, the point behind the agency's formation was the 
perception that high-speed Internet expansion wasn't happening fast enough 
and needed to be jumpstarted. The initial problem with BDA, according to 
Filka, was an emphasis early on with large expansion projects.  
 
This ended up being the wrong approach. Those large telecommunications 
companies that weren't going through mergers and buyouts were dredging 
through rough financial situations. Also, its eight percent loan rate was 
actually higher than the financing safe, credible companies could get in the 
open market.  
 
After a year to 18 months into its operation, BDA changed directions. Vowing 
to be more self-sustaining, the focus of the agency was changed to smaller 
projects. That's why only $18 million of loans have been let, Filka said.  
 
Rep. Andy DILLON (D-Redford Twp.) asked why the BDA isn't asking the 
Legislature to save the agency. Filka's answer: There's no funding mechanism 
outside of the interest from the loans to pay for BDA operations. The current 
administration wanted to continue the ideas of the past administration, but 
during tough budget times didn't want to take money away from low-income 
housing to fund this operation.  
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"We're not going away. We're saying we're scaling down," Filka said. "We 
would still have the power to go to the bond market if the need arose." 
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BROADBAND AUTHORITY WANTS TO FINISH UP LAST GRANTS  

The chief operating officer for the Michigan Broadband Development 
Authority said Wednesday that while the agency had made cutbacks to its 
staff in the recent months, it would like to follow through with awarding its 
remaining $17 million in grants.  

During the House Energy and Technology Committee hearing, COO Bob Filka 
said while the agency made mistakes when it was first created because it 
targeted large-scale broadband projects, it has since reorganized and is 
focused on small entrepreneurs and providing the last of its grant money to 
rural areas of the state.  

Angered over what they said was a waste of money in administrative costs 
and an unfocused approach to providing grant funding  - including help with 
projects in metropolitan Macomb and part of Oakland counties instead of 
rural areas - Republicans are now trying to decide what to do with the 
program.   The program also drew ire because the Michigan State Housing 
Development Authority has forgiven $10 million of MBDA loans - money that 
could have gone to low-income housing.    

Legislation (HB 4563) has been introduced that would delete the authority, 
but the bill's sponsor Rep. John Garfield (R-Rochester Hills) said he wants to 
make sure rural programs get funding, but added that the authority should 
do it "expeditiously." 

Mr. Filka said the authority is receiving applications until Feb. 28 and hopes 
to get the bulk of the money out by early summer, with further staff 
deletions and final closing out by the end of the calendar year.    

"All of our loans are performing," he said of the program. 

He said the agency has learned from its mistakes and that the lessons will 
work well as the state ventures into the 21st Century Jobs Fund.   Rep. Andy 
Dillon (D-Redford) suggested the authority's responsibilities could be placed 
under that fund so grants given out throughout the years could be 
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monitored. 

Committee chair Rep. Mike Nofs (R-Battle Creek) said members will have to 
review their options, which include addressing the authority through the 
budget process or moving all responsibility of finishing out the loans through 
MSHDA.   Rep. Leon Drolet (R-Clinton Twp.) also said the Legislature could 
just take away the $17 million dollars.  

MSHDA acting Executive Director Rick Laber said the agency can take over 
monitoring of the loan system but would prefer to stay out of it until the last 
$17 million has been dispersed and the authority is absolved.   He also 
commented on the $10 million loan forgiveness, which he called a win-win 
situation since the agency would receive money back faster than it would 
have under the original agreement.  

 
 
MIRS Capitol Capsule, Friday, April 28, 2006 
 

Broadband Authority Still Losing Money 
The Broadband Development Authority (BDA)  — a brainchild of former Gov. 
John ENGLER that's become a political punching bag for Republicans in recent 
years — lost less money in 2005 than it did in 2004, but found itself in greater 
debt last year than it did the year prior, an audit revealed today.  
 
The BDA operated at a $2.96 million loss in 2005, which was better than the 
$3.89 million it lost in 2004, but those losses added to the agency's overall 
debt, raising it from $11.6 million to $14.5 million, according to an Auditor 
General report released today.  
 
The BDA was set up in 2002 with start-up money from the Michigan State 
Housing Development Authority (MSDHA). The idea was that the state agency 
would help give low-interest loans to private companies willing to expand 
high-speed Internet infrastructure throughout the state.  
 
However, the agency lost the faith of Republican lawmakers after it wasn't 
able to turn a profit fast enough for their liking. Two months ago, MDA 
officials told legislators they planned on issuing $17 million more in loans 
before basically cutting operations to one or two people and coasting until all 
of the outstanding loans are paid off (See "Broadband Authority Going Off 
Line," 2/8/06). 


