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Municipal Efficiencies Sub-Committee

Meeting Minutes

5/05/15

Members Present- Rep. Stafstrom, Rep. Arconti, Rep. Bumgardner, Rep. Ryan, Rep. Conroy, Sen. Formica, Kevin Cwikla, Ben Wenograd, Ray Rossomado, Bob Labanara, Ron Thomas, Lyle Wray, John Filchak, Bonnie Reemsnyder, Steve Werbner, Mary Glassman, Sheila McKay, Dale Martin, Michael Maniscalco, Fillmore McPherson, Donald Stein, Lisa Pellegrini, Lisa Heavner

______________________________________________________________________________
Rep. Ryan-starts the meeting 10:02 am, and then seeks approval of the last week’s minutes from the committee. The minutes are adopted and the sign up for a Health Care work group is discussed. Rep Ryan then relinquishes the floor to the heads of the MORE Technology work group to introduce the speakers for this meeting.

Mary Glassman-Thanks Rep Ryan and the Technology work group for the work they have done. She continues that technology is one of the keys in helping to save money and in helping to make it easier for municipalities to regionalize. She then introduces Scott Taylor, director CT Education Network; Mark Raymond, Chief Information Officers for the State of CT; and Dan Morley of OPM. 

Mark Raymond- Thanks the committee for having them come in and also acknowledges that the Sub-Committee has the foresight to make  use of  the advantage that technology provides us in terms of being able to regionalize and save money.  
Mr. Raymond starts with a brief history of the Nutmeg Network. A public act in 2013 created the ability for Municipalities to connect to the Nutmeg network and called for a two year plan for the state to describe how they could get everyone connected in a two year period. He continued that they have seen tremendous progress with that plan over the last 18 months and the multistake holder effort has been an example of how parties working together can accomplish a goal in a short time frame. 
While there is still six months remaining in the original plan, it does not look like the goal of having all 169 towns connected will be achieved. However they do believe that at the end of the current grant program that OPM has put in place that they will have over 101 municipalities connected to this network along with five COGs. This equates to about 60% of local government entities in the state. 

The OPM grant funding program which helped get municipalities connected to the network provided close to $1.8 million of funding for round one of enrolment, close to $800,000 of funding for round two, for a two year funding total of close to $2.5 million. This money was spent in the towns for equipment and fiber build out to connect the towns to the Network. Original estimations to connect all the municipalities to the network were in the $5-$7 million dollar range. This estimate appears to still be somewhat accurate as 40% of towns have yet to be connected.  
However they do not believe that they will get 100% enrolment for the following reasons; first, it is an optional effort and local governments have to choose to join the network. He continues that they did receive a lower number of smaller rural towns signing up for the network.  They thought that the overall network costs were more than the towns were currently paying, even with the grant program in place to offset some of the initial entry/build in cost. A few larger towns chose not to participate at this time due to existing long term contracts that they are currently locked into with current providers. Some jurisdictions decided that they wanted to take a “wait and see” approach to better understand the available services and the value of these services. 
Some of the more mundane issues related to uptake have to deal with administrative processes of the town when attempting to join the Nutmeg Network (i.e. notice of intent for the grant process, acceptance of the grant, issuance of purchase orders, etc.). The state Network team that works to build the network has been focused on building up the 911 Emergency systems. Finally for the Regional Performance Incentive Program, for which some of the funding was provided, the funds were only available later in the year, which caused some back log. 
Mr. Raymond spoke about some of the success stories that they have had. First, Waterbury tripled their bandwidth at ¼ of the cost by using the Nutmeg Network. The town of Suffield had a 1.5 megabits line and replaced it with a 10 megabits line, which has allowed them access to disaster recovery, online learning, and web based training that they were unable to do previously. Essex, Wethersfield, and Barkhamsted are all using or implementing voice over IP on the Network, which allows them to lower their cost for voice services. Several other towns including, Coventry, South Windsor, and Tolland are collaborating on IT services. 
Some statistics on the Nutmeg Network; cities and towns with a population greater than 30,000, 74% of those towns participate in the Network. For towns between 10,000-20,000 and 20,000-30,000 in population, both of those have 67% of towns participating in the Network. Towns with a population pf less than 10,000 are participating in the Network at 47%. Mr. Raymond concludes his statements by adding that the Nutmeg Network is a cost sharing Network that distributes the savings amongst all members, and that they are currently in the process of looking into the formula currently being used to distribute these savings.
Dan Morley-of OPM, began by stating that OPM is here in support of the Nutmeg network. He went on to explain that his job is to balance the needs or demands of towns in OPM’s grant funding program to the Nutmeg Network. It is derived from a portion of the Hotel tax as well as the motor vehicle rental tax and because these accrue on a monthly basis they have to make sure that the various uses that are prescribed in statute are dealt with on an as needed basis. He stated that the Regional Planning Incentive account is primarily meant to fund the COGs for their annual grant as well as the Regional Performance Incentive Program. It also carved out a portion of funding for the Municipal Reimbursement of Revenue account, which set aside approximately $1 million a year for the Nutmeg Network. He explained that the way the grant application process is set up that since the grant is due at the end of the year they are able to begin reviewing applications as they finish approving the last batch of applications 


He concluded by saying that the Regional Performance Incentive Program does allow municipalities to connect to the Nutmeg Network but no commitments to continue this arrangement have been made for after the second year of implementation because the Regional Performance Incentive Program is a competitive program. This means that the funding is based on performance and not guaranteed just for being a part of the Network. 
Mark Raymond- goes on to add that Connecticut Education Network leads the country in terms of the services it provides to K-12 systems and Higher Education and that there’s no state that has as comprehensive a network as Connecticut does. He continues that adding Municipalities to this Network creates something that is truly unique and many of the states are looking at what Connecticut is doing as a model of efficiency. Mr. Raymond also adds that we are the first state in the country to also run our own 911 system that carries the calls. This brings better quality and higher efficiency to the 911 system for municipalities. 

Mary Glassman- asks how many towns were connected before the implementation of the two-year Nutmeg Network plan, and also what the benefits would be if all 169 towns were connected to the Network. 

Mark Raymond- Answers that they had a total of six municipalities that were connected in one way or another prior to the municipality Connection Plan. The towns that came on pretty quickly were the ones that didn’t have to invest in initial startup costs of building into the fiber network. He continues that roughly 17 towns were connected to the network without the utilization of OPM grant funds. The introduction of the grant took them from roughly 0% membership to the 60% membership level they are at today. 

The future uses and benefits are of having everyone connected are only limited by the willingness of all those involved to share solutions. CCAT and CROG are pushing innovative uses of the Network to create programs around data center sharing to create some programs around Municipal ERP or back office sharing.


He continues that one of the ways that he attempts to save money at the state level is by reducing the size of the application portfolio. Every new system that is created costs more money to run and support, so if there are fewer systems with more people sharing these systems, the more cost effective it will be.


Mr. Raymond also adds that there are a number of things that the smaller Municipalities would never have been able to afford on their own and could be able to afford if partnered with another town. Mr. Raymond concludes by adding that as the provider of the infrastructure for the Nutmeg Network he does see places where the Network could be utilized more for actual business uses. He acknowledges that there may be some sub-committee members who have a better sense of this. 
Lyle Wray-states that in a previous life he was county manager buying ERP systems for millions of dollars and that from past experiences know that ERP as a software/service is around $1,500 a month. He continues that the economics of sharing across networks for a variety of functions is dramatically different. Mr. Wray then asks if the presenters could point the sub-committee to an area where this is profitable to consider. For example, portfolio simplification was already mentioned and another aspect could be virtualized desk tops so everyone is on the same software version at the same time. Mr. Wray clarifies that he is asking about the possibilities of sharing software and programs across the network, and economies of scale where you buy one license instead of 169, and the presenters’ thoughts on that topic. 
Mark Raymond-starts off by saying that in general technology for the most part if there are centralized capabilities is made more efficient when it is shared. Mr. Raymond gives an example of Police body cameras and the issue of where to store the data from these cameras. If a part of the Network there are opportunities to create storage centers for this data across the state to make it more accessible and usable. Sharing technological infrastructure is one place that gives a lot of opportunity for cost sharing.


He then switches gears to talk about cyber security and the limited resources to pay for cyber security, but one of the benefits of the Network is it addresses just this. For example, in the school Network they were able to put up search filters and other security protections across the various municipalities that are a part of the network. 

Robert Labanara- commends the presenters for the efficiency that they have already brought to the state. Mr. Labanara then asks what the proposed budget cuts would mean to the work that they have been doing. 

Mark Raymond- States that the recent budget put out by the appropriations committee did restore much of their budget. He continues that the total cost to run the Network is about $9 million per year, of which $3.2 million was provided by the state. If they did not receive the funds they have been getting then the cost would be spread across the libraries and schools that participate in the Network. Estimates show that by providing these services for the schools and libraries that they are able to help save over $500,000 a year. 
Fillmore McPherson- first comments that the reason the Town of Madison did not join the Network was because of the cost compared to their current provider but applauds the effort that they are making to try and lower the initial startup cost. He continues to ask about the statewide gigabyte proposal, and how the Nutmeg Network fits into this proposal.

Mark Raymond- States that they had actually anticipated some questions on this topic so they have brought Bill Vallee of the Office of the Consumer Council with them and questions on this topic can be fielded through him. Mr. Raymond continued to state that in his perspective CT Education Network/Nutmeg Network is something that is in place today and they are able to offer a gigabyte services to those in the Network. Mr. Raymond continues that the work that CTGig will be doing is, in his opinion, complements the work that the Network is doing. As CTGig looks to build out across the state the Network may be able to act as a service provider to them. The idea of CT Gig is to bring high speed internet to all of the citizens of the state and they know that there will be uses beyond this that they will need to be prepared to handle. An example would be the relationship between UCONN and the UCONN Health Network which has a large amount of data moving back and forth between the two locations. He concluded that 10 years after CT Gig has been rolled out, the idea is that the CT Education Network will be able to use the CT Gig as a service to better facilitate the Network or work with some system for the Networks to work off of each other. 
Fillmore McPherson-asks a follow up question, which is who pays for the gigabyte network. 
Bill Vallee- states that an RFQ was issued to find out more about the types of internet services that currently exist in Connecticut in terms of broadband internet and the types of supply and demand for these internet services. The fruition of this was the Consumer Council Commissioner along with the CT Technology Council to do a listening tour across Connecticut in Stamford, New Haven, and Hartford. Over one hundred high tech companies across Connecticut took place in this listening tour and one thing that was made clear was a huge demand for Gigabyte networks. 
While Connecticut is still a large manufacturing hub, the complicated nature of the type of manufacturing that goes on in Connecticut today places a large demand on the current  antiquated internet systems. Without the Gigabyte networks Connecticut would be unable to compete with other manufacturing states like North Carolina, Illinois, and California. After realizing there was all this demand they found that there wasn’t really a supply. 

Mr. Valle explained the problems of trying to get Gigabyte internet and how it is widely expensive (with the exception of Google Fiber). So the RFQ was issued in order to say to the market that this state supports fiber and if you want to come in and we support that its placement, although not financially. Part of this has to do with the laws, for utility pole regulation which may be the best in the country, and how each pole only has a single administrator. Also Connecticut has municipal gain, meaning that each municipality has the right to access the pole and add whatever they want to the pole, including fiber, and leasing fiber to a third party provider. 
The money being used to lay fiber on Connecticut Utility poles is being done with private money. There is a world capital market when it comes to fiber, not much is being done in the U.S, but what that means is that there are an Australian bank and a London bank that are both working to invest in this state in the fiber networks. Corning, who manufactures the fiber, gives it a lifespan of 30 years with a warranty. This works similar a single revenue bond with one bond holder. These investment banks are ready, willing, and able to build fiber to every address in the state. Which would mean fiber lines on every pole, and as Mr. Valle envisions it, it would mean a fiber line running to every building, just like electric lines. 

The way this system works is that the money comes from these investment banks in the form of a revenue bond that pays for the laying of the fiber line. Someone is hired (maybe a state entity, maybe a different group) that has to be non-discriminatory. Mr. Vallee prefers the entity that is chosen not be a municipality, and this group work as a network operator. The next part of this is having competitive market when it comes to the fiber internet service providers. After this is all set up the money would trickle back down through the municipality to pay back the debt that was accrued during the laying of the fiber lines (by the investment banks), but this debt is entirely held by the investor (which is Macquarie investment bank). This debt cannot go against the municipality and is paid back through this process.

Fillmore McPherson​- comments that he will take that as a no and those municipalities will not be writing the checks to lay the fiber lines. 
Bill Valle- interjects to add that while municipalities may not be footing the bill, they are probably on the hook. Yet, how that would affect their books he does not know. Continuing that it might be an assumption of risk, but they would not have to overtly pay the upfront cost. He then suggests that this cost could be handled in different ways, e.g. rolled into the property tax, bonded, or putting more of the charges on a prime tenant to name a few. Some of the prices that exist now for fiber, say in Kansas City that uses google fiber, are around $70 a month. For Connecticut this would cost around $20 a month and around $200 a month for high speed large business demands. 
Fillmore McPherson- Asks that as described it sounds like the towns are on the hook, for something somewhere.

Bill Valle- answers that it is a possibility but there should be surpluses generated because you are talking a very low cost of capital. This is because Macquarie is essentially going into the market and looking for 5% or 6% return because they are buying into a 30 year money (like pensions) that has the potentiality to generate large pools of money, that they will be looking to invest at a low risk. The returns are nowhere near what you would see in the commercial market (i.e. Comcast, and Frontier) because those investments are shareholder driven. When the commercial market invests this money they are looking at 2 or 3 year returns, while as mentioned before Macquarie will be investing in 30 year low risk investments. These investments are long term.
Fillmore McPherson​- asks for clarification that if enough people didn’t sign up for the fiber service if, Macquarie could then try to get the difference back from the town as a revenue shortfall. 

Bill Valle-answers that this is a different model. What Mr. McPherson is talking about is a user model which is one of the avenues that were originally visited with a London investment bank. What was agreed upon was more like a school or bridge. You are building this infrastructure “thing”, which everyone benefits from whether they use it or not (e.g. even if you don’t have kids you still pay taxes for schools). He concludes by saying it is a public policy question. 

Mary Glassman-asks if all of the schools in Connecticut are in the Connecticut Education Network (CEN).

Scott Taylor-Director, CT Education Network- Answers that today the CT Education Network does connect into every school district. He continues that this is the first system like this in the nation that allows high speed internet access into every school district. However the CT Education Network is not in every school. The process for them stops at the district borders where the district then has to connect the schools as they choose. Some districts have asked   them to extend it into two or three sites but for some of the smaller towns that are only one school in town. Most of the large cities do not want a connection in every school, but prefer a couple of locations with a secure, robust connection. 
Mary Glassman- asked if the possibilities of saving cost in certain services by joint purchasing through the schools have been looked into at all. 

Scott Taylor- answers absolutely, and that CREC is a leader in that area. They have already been helping to provide value added services and group purchasing contracts which should still be continued. He continues that CEN is a part of a couple different membership organizations including The Quilt, which is the idea that  a patchwork of state networks come together to form a community. This group then collectively uses the group buying power that they have to reduce their expenses.

Mary Glassman- Praises the Nutmeg Network and then asks about the sustainability, what the plan is to sustain the Network going forward and whether there should be one leading group for a state technology plan? If so who should head it or where that should be housed? 
Mark Raymond- answers first to the sustainability of the network explaining that he is a part of the group that governs the Nutmeg Network and their main concern is sustainability and leveraging federal dollars to capture more of this funding. 


He continues that the sustainability of the Network is a factor of two different things. Firstly the fiber that they have in place was put there as early as 2001, but is continually maintained, which is a part of their yearly maintenance cost. This maintenance is done continually whether the line is damaged or degrading, which helps to lower the life capital cost of maintaining the fiber network. The other element of their cost at sustainability is the equipment that is used. This equipment has to periodically be replaced and is usually paid for with funds from the federal investment and various grant opportunities. 


Mr. Raymond answers that he doesn’t really know who should head a state technology agency. He continues that there is a state wide technology plan for the state agencies but it is an idea he would be interested in being a part of if it was to come to pass. 

Don Stein- comments that Barkhamsted joined the Nutmeg Network and CT Gig because they saw that there were opportunities to save money in the future. He continues that for small towns they are hoping that The Nutmeg Network can maintain the current cost because if the state pulled their funding it would be difficult for small towns to continue paying for the Network. He concludes that if there were more ways to offer smaller towns to save money it would be more inviting for these smaller towns to join or stay in the Network. 

Mark Raymond-states that while he knows Mr. Stein was only making a comment he would like to reply that what currently makes the Network so expensive is they have a 10 gigabyte floor. One of the things they are looking at is reducing the floor for the smaller towns to try and give them an incentive to join initial with the possibility of expanding the service in the future if they grew beyond their original need. He concludes that the value equation for the small towns is at the forefront of their discussion right now. 
Bill Vallee- also adds that he would use the term Rural to describe areas in Connecticut, like Barkhamsted, but the Federal government does not recognize any rural land in Connecticut making it so that applying to rural technology grant programs is not possible. They are conscious of the problem that exists in bringing in rural municipalities. He continues that the Macquarie plan is still under discussion and they do welcome the types of comments and questions that the MORE commission is asking while they go through the planning process. He concludes that the strategic technology plan for the state can be found at ct.gov/broadband, also Sen Looney has a bill (SB 572) currently in the legislature to create a broadband policy coordinating office within the Department of Consumer Council. 
Rep Ryan- Thanks all of the speakers for coming in and providing the information that they did to the committee. After which it is discussed that the next meeting will be next month and the meeting is adjourned at 11:04am. 
