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Executive Summary

As Covad has set out in these comments, the United States needs broadband competition to achieve universal broadband access and speeds at reasonable prices. NTIA should establish rules that make these funds available to a wide assortment of applicants, which will increase the number of proposals received by NTIA.  It is important to make private industry eligible to apply, including competitive broadband carriers.    Also, the term “broadband” should not be defined simply in terms of a minimum threshold transmission speed.  Covad urges NTIA to consider speed as a factor when evaluating applications, but not as a limitation on eligibility.  Additionally, targeting broadband support for “underserved” small businesses that will cycle the savings back into the economy through expansion and hiring is a key foundation for creating jobs and rebuilding this country’s economy.  When defining “underserved,” NTIA should not only consider geographic areas, but classes of customers as well – specifically, small businesses.  Covad respectfully urges NTIA to classify all small businesses as underserved by broadband providers.  Covad, as one of the first companies in the country to offer DSL on a commercial basis, also submits that basic competitive access to network infrastructure built with Recovery Act grants will be a key factor in driving broadband deployment across the entire country.
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Covad Communications Company (“Covad”) hereby respectfully submits its comments in response to the above-captioned notice.  As one of the nation’s largest independent broadband providers, Covad is vitally interested in the issues raised by the National Telecommunications and Information Administration (“NTIA”) in its request for information.  

I.
Broad Eligibility and Competition are Needed to Achieve Universal Broadband Access 
As an initial matter, the American Recovery and Reinvestment Act of 2009 (“Recovery Act”) provides that the NTIA must initially determine what types of entities are eligible for grants.  NTIA should establish rules that make these funds available to a wide assortment of applicants, which will increase the number of proposals received by NTIA.  This larger pool of proposals will increase the likelihood of identifying proposals that create the most jobs and maximize broadband infrastructure deployment and adoption. Therefore, it is important to make private industry eligible to apply, including competitive broadband carriers.  Competitive carriers have been the primary impetus over the last decade for reduced prices, improved quality of service, and innovative products. 

Covad has been an innovator since the day it became the first enterprise to commercially deploy DSL in the United States.  Covad has been a competitive force in reducing the price of bandwidth to consumers and businesses across the nation.  A policy environment that promotes this continued competition whenever and wherever possible will drive both technological innovation and infrastructure deployment.
The United States needs broadband competition to achieve universal broadband access, along with targeted government investments in underserved areas and consumer education to stimulate demand.    Robust competition delivers high broadband penetration and speeds at reasonable prices.  Businesses and consumers will continue to reap the benefits of aggressive price and service competition, and the United States economy will be the beneficiary, as businesses and consumers cycle the savings back into the economy through expansion, hiring, and purchases of goods and services.
II.
Definitions

The Recovery Act tasks NTIA, in consultation with the FCC, with defining the terms “broadband,” “unserved area,” and “underserved area.”  The Recovery Act also requires that NTIA, in coordination with the FCC, define the nondiscrimination and interconnection obligations that will be contractual conditions of grant awards.  
A. No Minimum Threshold Transmission Speed

The term “broadband” should not be defined simply in terms of a minimum threshold transmission speed.  Covad urges NTIA to consider speed as a factor when evaluating applications, but not as a limitation on eligibility.  A high broadband adoption rate will depend on meeting a market demand, in this case, the demand for innovative broadband services with a reasonable value proposition for consumers.  More applicants will mean more innovation, better service, and lower prices for consumers.  Limiting the number of applicants as the result of a threshold speed requirement could lead to less innovation, poorer service, and higher prices.  In addition to speed, low prices and innovative solutions will lead to higher broadband penetration rates across the country.   
B. Small Businesses as a Whole are Underserved by Broadband Providers in the United States
When defining “underserved,” NTIA should not only consider geographic areas, but classes of customers as well – specifically, small businesses.  For example, in many cases cable companies do not serve small business locations.  These small businesses often only have one broadband provider available, and as a result they are more likely to pay higher prices for a more limited range of services.  These higher prices and limited services severely limit the ability of these smaller businesses to grow, create jobs and continue to innovate.  Moreover, business customers often have specialized requirements (e.g., data security, quality of service, or fulltime reliability) that effectively preclude the use of non-wireline alternatives.  
Covad, therefore, respectfully urges NTIA to classify all small businesses as underserved by broadband providers.  As Free Press outlined in its testimony before the Senate Committee on Small Business and Entrepreneurship, small businesses across the United States face high prices and low speeds when they purchase broadband.
  Free Press highlighted the following troubling facts:
· Only 4% of small businesses purchase T1s, the leading entry level business-class broadband service for firms.

· The average cost of a T1 for small business is $720 per month, which helps explain the low adoption rate.

· The average cost for a slightly faster 2 Mbps symmetrical service is $2,500 per month.

· Thus, most small businesses are relegated to consumer-class broadband services, which use shared networks and do not provide the quality of service that businesses need to compete in the current global economy.

These facts are troubling because small businesses form the backbone of the United States economy.  As the Small Business Administration outlines, small businesses employ about half of all private sector employees and created between 60-80% of all net new jobs over the last decade.
  Business-class broadband is becoming a necessity for businesses to compete in the global economy.  Without access to reasonably priced business-class broadband services, small businesses in the United States risk falling behind the global competition.
Accordingly, Covad respectfully urges NTIA to classify all small businesses as underserved.  Any broadband projects that target small businesses should be eligible for Recovery Act funding.  For ease of administration, Covad proposes defining such projects as any projects that offer less than a DS3 (45 Mbps) service to businesses.  This definition recognizes that DS3 and higher services are generally purchased by larger businesses, but provides reasonable headroom for small businesses to grow their bandwidth needs as the bandwidth requirements for applications (e.g., video conferencing, tele-health, large file transfers) increase.
C. Nondiscrimination and Interconnection Required
Covad urges NTIA, in conjunction with the FCC, to adopt meaningful and enforceable contractual obligations that mandate nondiscrimination and network interconnection obligations for each Recovery Act grantee.  Both obligations will serve as an impetus to promote expanded access to broadband services across the United States.  

First, Covad urges NTIA to explicitly include an obligation for the grantee to provide nondiscriminatory access to its network and facilities enhanced, enlarged, or created from the grant of Recovery Act stimulus funds.  Without nondiscriminatory access to Recovery Act-affected networks or facilities, grantees, particularly those with large market power or significant power, would be given the opportunity to become single-source providers of broadband services in unserved or underserved areas; the antithesis of the federal Telecommunications Act of 1996 (the “Act”) and pro-competitive policies.   Nondiscriminatory access is necessary to ensure that these funds do not create taxpayer-funded monopolies, which then exert their pricing power by charging higher rates to customers.  
Second, network interconnection obligations should promote not only the ability of entities to connect to the grantee’s facilities affected by the Recovery Act grant, but also should ensure that entities have access to those networks on an unbundled basis at rates no higher than the grantee’s cost plus a reasonable profit.  Interconnection obligations, such as those enunciated in Section 251(c) of the federal Act, should be explicitly listed in the contractual obligations.
  

III.
Conclusion

As Covad has set out in these comments, the United States needs broadband competition to achieve universal broadband access and speeds at reasonable prices.  Additionally, targeting broadband support for “underserved” small businesses that will cycle the savings back into the economy through expansion and hiring is a key foundation for creating jobs and rebuilding this country’s economy.  Covad, as one of the first companies in the country to offer DSL on a commercial basis, also submits that basic competitive access to network infrastructure built with Recovery Act grants will be a key factor in driving broadband deployment across the entire country. 
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� 	The interconnection obligations should explicitly include grantee’s duties to:  (a) negotiate in good faith for such interconnection; (b) provide facilities and equipment to interconnect with the Recovery Act-funded and/or affected facilities at technically feasible points that allow transmission of an entities traffic to end users; and (c) provide interconnection and access to Recovery Act-funded and/or affected facilities at terms, conditions, and rates that are just and reasonable and nondiscriminatory.  
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