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Municipalities, cooperatives partner for rural broadband solution

(Editor's note: Information
in this handout was originally
contained in the December
2013 editon of the MMUA
montly newsletter, The Re-
source.)
by Steve Downer

There has been a lot of talk
about public-private partner-
ships for the provision of broad-
band service in Minnesota. Lit-
tle has come of it. That may be
changing 80 miles southwest of
St. Paul, in a way that nobody
foresaw when the effort began.

City and rural interests in
the Renville and Sibley county
areas are doing everything in
their power to bring a fiber-
optic broadband connection to
every city and farm in a 650
square mile area.

The project took real form
two years ago when the RS Fi-
ber Joint Powers Board (JPB)
was established with members
from 10 cities and the county
commissions of Renville and
Sibley counties. Those cities in-
cluded Buffalo Lake, Gaylord,
Gibbon, Green Isle, Lafayette,
New Auburn, Stewart, and
MMUA member cities Brown-
ton, Fairfax and Winthrop.

The original plan was for the
RS Fiber Joint Powers Board
(JPB) to sell a $70 million rev-
enue bond to finance engineer-
ing, construction and operation
of the project. A nervous bond
market in the fall of 2012 pre-
cluded the sale and the project
was put on hold.

In the ensuing months, the
RS Fiber JPB communicated
closely with a newly formed

“Board members
decided that if no one
was going to help
them out, they were
going to have to do it
themselves.”

Winthrop City Administrator
Mark Erickson

RS Fiber Cooperative and the
result was a partnership that
will result in the JPB providing
an economic development loan
to the private fiber cooperative.

This municipal and coopera-
tive telecommunication part-
nership “is the first of its type,
from what we’ve been told,”
said cooperative board Chair
Mark Brandt.

In another first of its kind ar-
rangement, the RS Fiber JPB is
also reaching out to 20 town-
ship governments in the project
area to help them provide the
economic development loan to
the cooperative.

The project’s beginning can
be traced back to 2008 when the
Winthrop city council directed
staff to investigate options for
cable TV and internet service.
Private providers declined the
opportunity to upgrade ser-
vices, possibly in partnership
with the city. Winthrop, a city
of 1,400, determined it did not
have the economic heft to pull
the project off by itself.

Following a large-scale pub-
lic meeting in 2010 with elected
officials from city councils and

commissions from Renville and
Sibley counties, the RS Fiber
JPB was legally established.
The JPB has met publicly each
month for nearly three years,
educating itself and working
hard to educate others about the
project and the benefits of fiber
optics technology.

After earlier voicing its
unanimous support of the proj-
ect, the Sibley County Board of
Commissioners, representing
the rural area of Sibley County
on the Joint Powers Board, ex-
pressed financial concerns and
voted in October 2012 to with-
draw from the fiber project. The
Renville County board voted
unanimously to stay in.

Immediately after the Sibley
County withdrawal, a group of
rural residents approached Jeff
Nielsen, general manager of
Winthrop-based United Farm-
ers Cooperative, about keeping
the RS Fiber project alive in ru-
ral Sibley County.

Nielsen suggested the folks
of rural Sibley County go back
to their roots and form a coop-
erative.

A meeting was held the next
day and 25 people showed up.
Five days later, officers and
directors of the Rural Fiber
Connections Cooperative were
elected and articles of incorpo-
ration filed.

Although the co-op is new,
much of the business planning
and engineering was already
done by the JPB. All of the
members of the new coopera-
tive board were already work-
ing with the JPB. The coopera-
tive version of the project will
be almost identical to the JPB
model. The two exceptions are
financing and ownership. The
cooperative project will be fi-
nanced in cooperation with the
cities and townships and it will
be owned and operated by a pri-
vate company.

“While it wasn’t a deciding
factor, we did get some blow
back from people about cities
and counties owning and oper-
ating the network,” Winthrop
City Administrator and EDA
Director Mark Erickson said.

Fiber: see next page

‘Pledge cards’ showed strong support;
Firm commitments to be sought soon

The RS Fiber project re-
ceived 4,300 signed pledge
cards in support of the fiber
network. Under the revised
business plan only 3,300
customers are needed for the
project to break-even.

There are 7,200 possible
drops in the project area. To
date, 56 percent of residents

and small businesses have
indicated they will take ser-
vice. Returned pledge cards
in some Sibley county town-
ships were as high as 80 per-
cent in support.

Eventually, perhaps as
early as March, contract com-
mitments will be sought.
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Fiber Cooperative structure carries financing advantages

The RS Fiber JPB and RS Fi-
ber Cooperative representatives
plan on presenting the proj-
ect to 20 Sibley and Renville
County township meetings in
early 2014 to discuss the proj-
ect and bring people up-to-date.
The township boards, which
are well aware of the project
and in some cases have been
quite involved with it, will be
faced with an unusual question:
should they vote to issue a gen-
eral obligation tax abatement
bond to help fund the project in
their area?

“They don’t go out for G.O.
bonds very often, but they un-
derstand what we’re working
on,” Brandt said. “People un-
derstand the project benefits.
What needs to be discussed
now is financing.”

“It’s the deal of a century for
the townships,” Erickson said.
They will be asked to guaran-
tee the same amount of money
per home to build a fiber line to

their house as the people in the
city, yet it costs more to build
that fiber line to the farms.

“If they can’t be convinced
to participate in providing the
economic development loan
process to the cooperative, they
will never have another chance
to connect their homes to a fiber
network,” Erickson said.

Total project costs are ex-
pected to be very close to $55
million. As currently envi-
sioned, the project can be built
in stages, minimizing initial
borrowing.

The cooperative is also not
bound by the same geographi-
cal constrictions that RS Fiber
worked under.

“Our territory is not limited,”
said Brandt. “If we are success-
ful in our efforts we will look
at expanding our cooperative
and extending our services to
surrounding areas, but for now
we want to take small steps to
make our co-op successful.”

Broadband tour stops in Winthrop

MMUA member cities were
prominently featured in a mid-
November whirlwind “listen-
ing” tour designed to build a
legislative broadband agenda.

Sen. Matt Schmit (DFL-Red
Wing) teamed with the Blandin
Foundation to organize the tour.
The stated goal of the meetings
was to “help move Minnesota
forward in reaching its broad-
band goal” of 10 megabits per
second (Mbps) to every home
in Minnesota by 2015.

Sen. Schmitt last legislative
session led efforts to create the
Office of Broadband within the
Minnesota Department of Em-
ployment and Economic De-
velopment. He said he intends
to move additional broadband
legislation forward by the 2015
legislative session.

Every meeting was held in
an MMUA member city, except
the first one. Each community
has a history of activity in re-
gards to broadband provision.
Meeting locations and dates in-
cluded:

* Bemidji — Nov. 11

» Grand Rapids — Nov. 12

* Staples — Nov. 13

* Mora — Nov. 13

* Willmar — Nov. 14

* Winthrop — Nov. 14

* Austin — Nov. 15

The public was invited to
help set the legislative agenda
by joining in on the broadband
discussion at the meetings, and
was also urged to contact their
own legislators to attend the
local meetings “and become
more informed on this impor-
tant rural Minnesota issue.”

Board chair has ties that

transcend country, city lines

Mark Brandt, chair of the
RS Fiber Cooperative, has
one foot firmly planted in the
country, the other in town.

Brandt, who has served on
various local co-op boards,
the Sibley East school board
and is a member of the Gay-
lord ambulance service, has
been involved with the fiber
project since shortly after its
inception.

One of the big decisions
the board had to make early
on was how to deal with
the disparate costs between
building a fiber network in
cities versus the rural area.
Rural costs can be quadruple
of what it cost in cities. It was
decided to blend the costs to-
gether so everyone pays the
same for service.

“The cities understand the
need for the rural areas to
have high-speed broadband

Fiber:

Private providers in the area
were asked to partner but de-
clined, even after the cities
and counties offered to provide
funding for the companies.

“Board members decided
that if no one was going to help
them out, they were going to
have to do it themselves,” Er-
ickson said.

Financing is being finalized
and a variety of project de-
tails still need to be hammered
out but it is expected the JPB,
through the cities and town-
ships, will provide the fiber
cooperative with a $15 million
economic development loan
from the issuance of a G.O. Tax
Abatement Bond. The coopera-

connec-
tions,
t0o,” said
Brandt,
59, a
Sibley
Township
farmer
and op-
erator at
the Heart-
land Corn
Products ethanol plant in
Winthrop. “That they don’t
expect a rural customer to
pay more, even though the
cost to serve rural people is
higher, is a really big plus.
The cities understand the
economic value of having
the rural areas served (with
broadband) as well.”

“We all have to pull on the
oars together,” is how Win-
throp Mayor Dave Trebel-
horn put it.

Mark Brandtl
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tive will use the loan to attract
an additional $40 million in fi-
nancing.

This time around the project
will borrow substantially less
money because of the nature
of financing. The revenue bond
approach required an additional
$15 million in loan costs. The
lower loan amount translates
into a lower breakeven point.

Anyone who takes service
from the cooperative will be
a shareholder. Capital may be
raised from various sources, in-
cluding sale of shares, outside
investors, and possibly grants.
The cooperative has been in
contact with the USDA regard-
ing financing.



