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April 13, 2009
Broadband Technology Opportunities Program
U.S. Department of Commerce

Room 4812

1401 Constitution Avenue, NW

Washington, DC  20230
Dear Gentlemen:

We would like to take this opportunity to thank the Rural Utilities Service (RUS) for the opportunity to provide comments on the questions RUS has raised regarding the American Recovery and Reinvestment Act of 2009 (ARRA) Broadband Initiatives, Docket No. 090309298-9299-01.  This broadband funding initiative is designed to meet President Obama’s objective of deploying universal broadband service in an expeditious manner to connect all Americans, which will create opportunity for economic growth and at the same time preserve and create jobs.

RUS has a rich history of working with small communication providers across the nation to bring improved services in areas that would otherwise have no service.  RUS has done a tremendous job of working through both the traditional loan program and the recently created Broadband loan program in assisting borrowers to develop networks, provide service, and bring broadband to areas of the country that, otherwise, would not have access to basic services.  Unfortunately, there are still many areas of the nation that are either unserved or underserved as we can attest to here in western Kansas.  RUS has also done an outstanding job of tracking the use of the money and auditing to ensure the funds are spent for properly approved loan purposes.  With this mechanism already in place, it stands to reason that RUS is in the best position to get the funding distributed, ensure its proper use, and get the desired economic stimulation underway in a very short time frame.  We would caution RUS to not stray too far from what it does best and not get involved in mounds of red tape which could ultimately delay the entire process.  In other words, stay with what has worked for years, deal with companies who have proven they can get the job done in a timely manner, and use established procedures and resources to ensure the appropriate use of the funds.
Following are more direct responses in accordance with the RUS questions raised in the joint request to develop the procedures and criteria that will help govern the awarding of broadband grants and loans under the Recovery Act:
What are the most effective ways RUS could offer broadband funds to ensure that rural residents that lack access to broadband will receive it?

The best way to have a successful deployment of broadband throughout rural America is to fund projects which have the greatest chance for success.  This would mean dealing with service providers who have a proven track record of getting large, complex projects completed on time.  It would be relatively easy for RUS to look at the track record of companies who have borrowed from the 
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organization for a number of years to determine who can be trusted to get the job done.

A combination of grants and zero interest rate, deferred payment loans must fit into the economic realities of providing quality and affordable broadband service to rural Americans.  Due to the high cost of serving rural areas, there needs to be an emphasis on grants.  Without grants, service providers serving rural areas will not be able to achieve a feasible business plan that provides the kind of network that can support broadband service at an affordable price.  An example can be sited from our own experience.  We have utilized the RUS Broadband loan program to build fiber and offer broadband services in very small communities in western Kansas, but we could not make a financially, feasible case to go beyond the city limits into the more remote, rural areas.  Grant funds would allow us to continue our work and connect those who do not choose to live inside the city limits or cannot because of their agricultural or ranching interests.  There are many ranchers and farmers who are in dire need of improved services and basically cut off from the world of high-speed Internet, to the point, as an example, they cannot even participate in online horse or cattle auctions that would substantially improve the marketability of their livestock.
Funding preferences should be targeted to areas without broadband access (other than dial-up service) having the fewest service alternatives.  Many of our school children who live beyond the city limits of a populated community are without options and at a distinct disadvantage without access to broadband.

In what ways can RUS and NTIA best align their Recovery Act broadband activities to make the most efficient and effective use of the Recovery Act broadband funds?
RUS and NTIA should work closely together to prevent duplicate funding of broadband projects.  While project evaluation would not necessarily be the same, the information in grant and loan applications should be posted to ensure the areas of funding are not duplicated.

There needs to be a common database of companies and “areas” that have been approved for grants/loans between RUS and NTIA.  When determining the availability of broadband service, the rural areas need to be more granular than zip code or census tract.  We can point to numerous errors in the reporting by these methods which show either more service in areas than there is, or show more service providers in an area than actually exist.

RUS should be cautious not to align itself too closely with procedures and requirements adopted by NTIA for the awarding of the grants and loans.  It is our strong belief that RUS can get the money distributed more quickly, more efficiently, and more effectively using the experience and history it has in funding these types of projects and dealing with companies which have a history with RUS.

How should RUS evaluate whether a particular level of broadband access and service is needed to facilitate economic development?
If an area meets the definition of unserved or underserved, there is a perception that having access to broadband would stimulate growth and economic development.  If an area meets the 75 percent rural test, and there is sufficient demand, it would be necessary to upgrade and improve service to the areas in the 25 percent to have a financially, feasible project.

Broadband initiatives and the building of networks will put people to work immediately.  At the same time, it will make an investment in the long term economic viability of rural America.  The increased productivity from the deployment of broadband will also attract and maintain employment.  The 

benefits are threefold:  jobs are created, educational opportunities are improved, and better public services can be provided.

RUS should further define “rural economic development” based on whether or not providing the necessary facilities improves the quality of life in a rural area and gives the residence or business an opportunity to grow the community or the area.  To see how similar areas have been positively 
impacted, RUS should look at the track record of the applicants and view some of the previous success stories in communities of similar size when given the opportunity with fiber-to-the-premise.

In further evaluating projects, RUS must consider the priorities.  What value should be assigned to those factors in selecting applications?  What additional priorities should be considered by RUS?

RUS should consider the following priorities, ranked by order of importance, in establishing selection criteria for the funding of applications:

     1.  Highest priority to existing or former RUS borrowers.  As mentioned earlier, RUS already has a history with these companies and can evaluate their ability to get the job done quickly and efficiently.  RUS has a mortgage on these companies with an after acquired clause which should make it relatively easy to continue with security for any combination of grants and zero interest loans.  RUS also has a field staff, including accountants in place, who can quickly ensure the funds are being properly used for Recovery Act purposes.

     2.  Second highest priority should go to applicants who demonstrate a “shovel ready” project.  It should be relatively easy to determine from the application if a company has done its homework, and is ready to move forward immediately to accomplish the objectives of the program when funds are made available.

     3.  Applicants should be ranked higher on their ability to deploy the highest broadband speeds.  There may be many applicants who propose to provide service with speeds that may be an issue five or ten years from today.  If someone is proposing fiber-to-the-premise and can produce speeds of 100 Meg. to every home or business, then they should receive a higher priority.  These companies are building for future bandwidth needs.  Upgrades in four to five years will be extremely expensive.  Where will the funds for upgrades come from?  The medium which offers the best flexibility for accommodating future bandwidth rates should be given priority.  Historically, fiber-to-the-premise has given the most leverage in this area.
     4.  Applicants who propose to serve a combination of unserved and underserved areas and may be utilizing a combination of grants and zero interest loans.  Projects can also be leveraged with existing loan funds that have been awarded from the Broadband loan program, but have not yet been built. 

     5.  Applicants who can show a genuine need.  In other words, priority to those who can demonstrate in their application, that the project would not and could not be built if not for grant funding.

     6.  The economics and demographics of the area should be taken into consideration.  How does the area rank in terms of age of population in each county?  How does it rank in terms of median income per household?
     7.  Priority should be given as well to those who are offering training and education on the uses of broadband.
What benchmarks should RUS use to determine the success of its Recovery Act broadband activities?

Rural Telephone strongly supports accountability.  RUS already has oversight processes in place today.  Utilize these resources.  Reporting requirements should be simple, balance the burden that is placed on small businesses, and be web-based.  Applicants should certify that they are in compliance with the terms of the grant or loan.  The timely completion of the broadband network outlined in the project, along with the increased penetration rate for broadband service are two very useful benchmarks to measure success of the Recovery Act broadband activities.  Any applicant can state that when they finish the project, they will spur economic development and create a stated number of jobs.  A solid way to determine how successful an applicant may be would be to look at their track record.  For example, Rural Telephone is finishing a $70 million dollar fiber-to-the-premise project through the RUS traditional loan program to bring broadband services to every customer, town and rural, in ten acquired exchanges (basically the size of Rhode Island).  This fiber-to-the-premise project increased the broadband penetration rate from basically nonexistent to over 60 percent and was substantially completed within a two-year timeline.
We look forward to continuing our successful partnership with RUS to establish the criteria and procedures to make sure all Americans have access to quality and affordable broadband service.  The Recovery Act presents an immense opportunity to expand the reach of broadband nationally and help drive our economic recovery by creating jobs, enhancing the economic development for both small and large businesses, providing better educational opportunities, and more efficient access to health care and public safety, particularly for our older rural population.

The last words we would like to leave for the agency to consider is to keep the process simple in order to get the money distributed and in the recipients’ hands to allow the recovery to begin.  
Thank you for the opportunity to respond.

Sincerely,
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Larry E. Sevier

CEO/General Manager
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