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I will make my comments in response to the various topics – by number and letter – as set out in the Federal Register, Vol. 74, No.47/Thursday, March 12, 2009/Notices.
While many of the comments I made with respect to the NTIA questions on April 12, 2009 have equal application to the RUS program, the following represent comments that are specifically directed to the RUS questions in the Federal Register:

1a
Do not give direct priority treatment to prior RUS borrowers.  The playing field should be completely level so that everyone has the same opportunity to make its case on the merits of the application – the “net” costs to the government, the projected benefits, the probability of success and the opportunities for replication.  Except for those provisions set out in the ARRA, there should be no specific preference given to past or current RUS borrowers.
1b
Give credit for the creative use of supplemental funding sources like foundation program-related investment and for the extent and commitments of the local collaborators to the project, particularly those that have independent sources of revenue that can sustain the project after stimulus support – grants, loan and loan guarantees have been exhausted.

1c
There are two separate aspects to this question. The first relates to the targeting of “unserved areas.” That is essentially a factual prerequisite. The second relates to the extent of “benefit.” This will require that a base line of adoption and use is established and the benefit will be the increases in adoption and use that will be accomplished through the proposed project.  This should require that an analysis is made of all of the potential functional areas – health care, education, small business, government, libraries, agriculture, etc. – that will benefit from the project and the nature and level of participation that has been arranged with all of the primary institutions responsible for these programs who will make enforceable commitments of cash or in-kind contributions to the proposed program.
2a
The primary concern in this question relates to the determination of the economic development needs of the area to be served, 75% of which must be “rural.”  The emphasis should be on the broadband services – whether “unserved” or “underserved” – that are needed to advance the economic development needs of the urban and rural area to be served.  There should be some clear statement in applications concerning the economic development “need” and the measurable way in which economic development objectives will be achieved through the proposed program.  There will need to be explanations of the ways in which chambers of commerce, economic development commissions and workforce development boards agree in writing to work with the applicant to use the proposed broadband network will advance these objectives. This is an area in which there needs to be a comprehensive effort at promoting the adoption and use of broadband across functional areas of the affected county or counties.

2b
One alternative is to simply have an RUS application limited to a geographical area in which 75% of the area to be served (or population) is rural, and less than 25% is urban. The other is to submit connected applications made: (a) to RUS for its 75% rural and 25% urban area program; and (b) to NTIA for the components of an overall application that can be funded by NTIA and not RUS.

3a
“Rural economic development” should simply be any customary economic development effort engaged in by chambers of commerce and official economic development commissions that serve “rural” areas.  Rural economic development might involve agriculture, natural resource extraction, forestry, farming and tourism to greater degrees than might occur in urban areas.  However, they are simply “types” of economic development that normally occur in rural areas.  The primary metric in determining the effectiveness of rural economic development efforts should be the net increase in local employment income related to the broadband development initiative. A secondary metric might be to award additional credit to those projects that diversify a rural economy.

3b
The needed speeds required for rural economic development will be whatever are necessary to retain or recruit a business enterprise into the rural economy.  Highspeed broadband service should be a service primarily produced by a fiber connection for a significant portion of the distance to the projected user – at the least a fiber connection to a telecom central office function that can deliver close to a FTTH capacity/speed to the ultimate user.
3c
The <25% urban component of a rural location should be an integral part of the rural economy: a county seat, a central marketing and distribution center, the location of a community college or hospital which is the primary service location for the rural population.  The goal should be to create broadband service in an “unserved” or “underserved” area for which there are obvious economic, cultural or educational connections.

4 Priorities should be given to applicants for rural areas that have “no” or “only one” broadband and Internet service provider.  I don’t fully understand the concept of method for determining the “highest proportion of rural residents.”  Does this mean that an application that serves 100% rural residents should be ranked more highly than one that serves 85% rural residents and 15% urban residents in an application that has <25% urban residents?  I think it would be preferable to evaluate applications on the basis of jobs and the contributions of positive externalities to the area than on an evaluation standard that is based on percentage of rural residents in an otherwise qualifying geographical area.  There should be no specific preference given to “current and former RUS borrowers.”  Their experiences with RUS can be considered in the evaluation of the sponsor’s ability to execute the proposed development program in a full and timely manner.
5 There should be five evaluation benchmarks: (a) the nature, compensation level and time of the jobs added to the local economy; (b) new businesses created and local businesses saved or strengthened; (c) declines in unemployment rates that can be causally connected to the propose project; (d) the positive externalities to be generated by the proposed project in all of the factors set out in the question; and (e) the nature and strength of commitments made by state, county, and local institutions to support the program initiatives proposed in the application.

There is one additional additional factor that the RUS should consider in its final evaluation criteria. There are clearly different “costs” to the government in providing support for a broadband application depending on whether the RUS support is a grant, loan or loan guarantee.  When the “bang for the buck” calculations are made there should be meaningful distinctions between these three categories of support.  One way to deal with the issue is to determine that a grant cost is 100% of the grant request, the loan cost is 75% of the face value of the loan; and a loan guarantee is only 25% of the face value of the loan guarantee.  In this way, recognition can be given to the points that a loan guarantee can accomplish 400% of the same value in the form of a grant.  

