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The Rural Telephone Finance Cooperative (RTFC) submits these comments in response to the agencies’ joint request for information dated March 3, 2009.  RTFC is a privately funded, member-owned cooperative financing organization that provides credit exclusively to America’s rural telecommunications industry.  RTFC offers loans and financial services to creditworthy telecommunications systems eligible to borrow from the Rural Utilities Service (RUS) Telecommunications Infrastructure Lending Program as well as to affiliates of these systems.

RTFC advocates that American Recovery and Reinvestment Act (ARRA) funding allocated to RUS go to telecommunications companies of substance
 currently serving the telecommunications needs of rural America.  These companies and cooperatives have the greatest chance of successfully deploying broadband to America’s most rural and remote areas.  They have the technical expertise and local presence to assure quality broadband service to rural Americans.  In addition, if subscriber and/or revenue projections on a broadband project are missed, these companies and cooperatives have the greatest chance of surviving and meeting their obligations to the government and private lenders. 

RTFC believes that RUS should consider using all three authorized financing components – grants, direct loans and RUS guarantees of privately originated loans in the ARRA program.  Privately originated loans guaranteed by RUS would be extended at market interest rates.  This approach will provide more financing choices to potential applicants and maximize the available funding for broadband infrastructure in unserved and underserved rural areas.

In order to incent private market lender participation, private loans would need to be guaranteed by the RUS at a level of not less than 90 percent of the principal amount.  To ensure marketability and thus lower loan rates for borrowers, the guaranteed portion of the loan would need to be separable (strippable) from the non-guaranteed portion.  The non-guaranteed portion of the loan must be secured on a senior secured pari-pasu basis under a mortgage on all assets and revenues of the borrower.  This structure is in line with other federal loan guarantee programs.
The advantages of RTFC’s suggested broadband financing approach are numerous.  Most importantly, it leverages the benefit of the appropriated stimulus funds, making them go much farther than would a straight grant program, thereby extending more broadband telecommunications capability to unserved and underserved communities.  RTFC’s approach also brings private debt capital into the mix, further leveraging the government’s investment.  In his recent testimony, RUS Assistant Administrator David Villano stated RUS’ plans to leverage the ARRA resources into a flexible grant and loan program.
   RTFC is recommending that guarantees of private loans be added to the mix in order to maximize the leveraging of these ARRA funds and provide applicants with more financing choices. 
In addition, private lenders will need to review applications for project feasibility and conduct necessary due diligence which would assist the RUS in fulfilling its fiduciary responsibility.  Finally, private lenders will need to be engaged with the rural telecommunications sector in facilitating broadband deployment in any event, as the industry’s total financing need will likely continue to exceed the funding that will be available from the RUS, as it has historically.  
Including RUS guaranteed loans as a financing source for broadband infrastructure to deliver advanced services to rural Americans creates long run benefits, as well as providing immediate economic stimulus.  It would leverage the government’s investment with significant amounts of private capital for rural broadband infrastructure, and strengthen the public-private partnership between RUS and private lenders that has historically resulted in billions of dollars in rural infrastructure development and job creation for the American economy.
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� “Companies of substance” is defined as companies meeting the financial standard established under the RUS Telecommunications Infrastructure Lending Program.


�  Statement of David J. Villano, Assistant Administrator for Telecommunications Program, USDA Rural Development before the House Subcommittee on Communications, Technology and the Internet on April 2, 2009.





