NTIA/RUS Joint Request for Information
Response of Alaska Communications Systems
INTRODUCTION AND SUMMARY
Alaska Communications Systems Holdings, Inc. (“ACS”)
 submits the following comments in response to the Joint Request for Information (“RFI”) issued by the National Telecommunications and Information Administration (“NTIA”) and the Rural Utilities Service (“RUS”) on November 10, 2009 and published in the Federal Register on November 16, 2009.  ACS commends the NTIA and the RUS for this invitation to comment on the goal of improving both the substance and the process associated with the next round of broadband stimulus funding.
In the following paragraphs, ACS will contribute to the agencies’ understanding of the first round experience and will make recommendations for improvements going forward.  ACS generally endorses the agency actions in round one.  ACS believes that some fine tuning in the area of definitions is appropriate.  As well, some definitions – such as the definition of “remote” – have incorporated important policy considerations and should remain unaltered.  ACS does not support dedicating round two funding in advance of the application process, but urges the agencies to continue to give priority to sustainable middle mile projects that target remote, unserved communities.
COMMENTS

Streamlining the Application and Review Process

As a general statement, ACS notes that there is a certain level of redundancy in the application process.  Beyond that, and with a few specific exceptions noted, the application and review processes are not perceived to be overly burdensome.  Eliminating duplicative application steps and similar information requests will make the second round more efficient for both applicants and the agencies.

Responding to specific RFI inquiries, ACS joins others in expressing its concern about the use of census block data.  Alaska’s unique geography and demographics fail to lend themselves to being modeled in this way.  It is not unusual for sparsely populated communities to be separated by non-contiguous census blocks making comparisons with other parts of the country difficult if not impossible.  Moreover, because of the extremely low density of population in Alaska’s “Bush” areas, many non-contiguous communities from different areas may make up a single census block.  Therefore, rational and legitimate proposals for bringing broadband to a group of unserved communities in a particular area may be denied funding because they fail to bring service to an entire census block.  Similarly, the fact that someone may call a fish camp or trappers cabin isolated from other communities as “home,” should not defeat a proposal for broadband because it fails to serve 100% of the census block.  Attempting to analyze the broadband needs and project benefits based on census block data is destined to lead to faulty conclusions where small communities are separated by hundreds of miles of uninhabited territory.


ACS also underscores the difficulty of requiring all rural applications to be submitted first to the RUS before possibly being considered by the NTIA.  In the case of Alaska, virtually all unserved and most underserved areas are rural.  Since the NTIA constitutes an important source of grant funding, it is both inefficient and potentially unfair to require that all Alaska funding applications be initially reviewed by the RUS and, only after being rejected, can they then be submitted for NTIA consideration.  Applicants should be free to submit simultaneous applications to both agencies, understanding of course that a project can ultimately only be funded by one or the other.

Transparency and Confidentiality

ACS believes the agencies should apply the highest level of transparency to its processes consistent with reasonable expectations of limited disclosure for information that is genuinely competitively sensitive.  To the extent that the agencies continue to seek input from states and political subdivisions, from anchor institutions, from providers and from the public at large, a clear picture of what is being proposed must be made available.  Given the requirements for interconnection and non-discriminatory access, it is essential that other participants in the broadband provisioning chain understand facilities design, network topology and project economics.  Further, there has been no transparency regarding the evaluation of the applications – applicants and the public have a right to know how the applications are being evaluated, the specific grading system being applied, and the results of that grading as it relates to all of the applications.  Applicants should certainly be allowed to make a clear showing of competitive harm, but absent that, the agencies should err on the side of full disclosure of the applications and the agencies’ processes.
Outreach and Support

ACS believes that the NTIA and the RUS have done a commendable job in communicating with their various constituencies.  The many public meetings held prior to round one, the opportunity to comment on proposed rules and the use of website postings to disseminate information have proven generally effective.  To the extent that the second round will experience measurable changes in approach and direction, similar efforts to “get the word out” should be employed again.
NTIA Expert Review Process

ACS believes that the NTIA has done the best it can with the resources it had available for round one.  However, the reality is that the demand for funding was even greater than originally anticipated.  Trying to quickly put stimulus dollars in the hands of shovel-ready projects has been hampered by the limited amount of agency resources available and exacerbated by the need to apply stringent quality control measures.  The only viable solution is to employ experts – either as staff or as contractors – in sufficient numbers to meet the challenges of round two.  Since time is limited, the need for carefully crafted and articulated quality control standards continues to be paramount.  Even this approach will have its drawbacks.  Finding qualified experts in sufficient numbers who are not otherwise affiliated with potential applicants may prove to be a major undertaking.  The NTIA is encouraged to make and disclose its decisions regarding who is conducting the initial and subsequent rounds of evaluations of applications, what their qualifications are for making these evaluations, and what quality control procedures have been implemented to assure consistent and standards-based evaluations among the many reviewers.
Funding Priorities and Objectives

ACS believes the agencies did a credible job of applying the letter and the spirit of the ARRA
 in establishing funding priorities in round one.  However, the agencies should consider the long-term consequences of a proposed project, not just the immediate benefit.  In the interest of providing broadband capabilities, particular attention must be given to the viability of the proposed infrastructure and technology:  Will it truly deliver the proposed service and benefits to the targeted communities?  As an example, ACS has noted many proposals claim to have solved the latency issues inherent with satellite backhaul and broadband services.  Has this been verified in any applications under consideration for funding?  If not, the agencies should ensure that the applicant can actually deliver promised results and that taxpayers funds are not being expended to simply to offer marginal broadband services.  In doing so, the NTIA/RUS should continue to emphasize projects that deploy necessary middle mile infrastructure for connection with remote last mile facilities.
Middle Mile “Comprehensive Community Projects”

Enabling last mile infrastructure in areas that lack credible and affordable middle mile transport will, in most cases, result in stranding last mile assets.  The reverse can also be true.  Middle mile projects that cannot ultimately reach remote end users will also be potentially stranded, at least to some degree.  Investing in middle mile infrastructure may motivate last mile providers to expand service delivery.  However, this does not work as effectively in reverse.  In making its funding decisions, the agencies must be cognizant of the need for end-to-end connectivity and look for projects that are the most likely to achieve this result.

ACS shares the agencies’ concern about funding critical middle mile infrastructure.  Although ACS does not endorse up front dedication of funds, it does urge the NTIA/RUS to give high priority to middle mile projects that target remote, unserved communities.  Alaska clearly needs to expand its middle mile “backhaul” capabilities.  In addition to that, important new broadband technologies – especially in the wireless space – are just now coming on line.  The agencies’ objective should be to fund projects that provide the greatest overall public benefit.
Regional Economic Development/Targeted Populations

As noted, ACS does not advocate setting aside specific funding amounts for targeted project categories.  Round one included a number of laudable program objectives.  Round two should continue to incorporate these and perhaps others.  Goals such as regional economic development and expanded service to targeted populations, especially remote rural populations, should continue to be reflected in the agencies’ evaluation matrix.  Actual allocation of scarce dollars should be made after the project review process has identified the highest benefit opportunities.
Other Changes 

On the substantive side of these comments, ACS believes that an expanded view of last mile project obligations is needed.  Sustainability is a key factor in the viability of these projects, but applicants should be put on notice that certain broad obligations to serve also apply.  Projects should be evaluated to ensure that “cream skimming” is not the underlying motivation and that, within reasonable limits, all potential broadband users in a service area have access to the facilities constructed with government support.
Program Definitions

ACS does not advocate making substantial changes to program definitions at this time.  To the extent that confusion regarding round one exists, the agencies’ may want to consider clarifying the letter and intent of definitions previously adopted.  This can be done without major surgery.  For example, ACS concurs that the “speed” component of the broadband definition should be modified to reflect actual speed rather than advertised speed.  However, care should be taken in crafting this change.  As is widely known, any given connection to the Public Internet can be affected by numerous factors such as routing and “choke points”.  The speed component in the broadband definition should prescribe the actual connection speed between a user’s premise or device and the first point of routing (wireline) or the initial base station (wireless).

Other definitional clarifications may be helpful if they do not produce overly targeted results.  For illustration, it may be useful to clarify the concept of “affordability” by underscoring the notion of urban/rural pricing comparability.  It would be a mistake, however, to set out a specific pricing structure or algorithm.  Similarly, the definition of “remote,” which has been criticized by some that fall outside its boundaries, has been a simple and easily applied definition that works well in Alaska and we recommend caution in any attempt to modify this easily applied standard.  In states like Alaska, distance is a very real element of the concept of “remote” and is legitimately incorporated in the definition.
Interconnection and Nondiscrimination Requirements

ACS understands that the NTIA and RUS are disinclined to make substantial changes to the requirements previously articulated.  However, as in other parts of the process, this area can benefit from further agency explanation.  To what extent is interconnection mandated and for how long?  What is the cost/benefit analysis associated with burdensome interconnection policies?  As was seen following enactment of the Telecommunications Act of 1996, interconnection obligations can be extremely costly and the subject of protracted disputes.  The agencies should elucidate these requirements with the objective of minimizing both cost and controversy.


ACS is also concerned about nondiscriminatory access to network components that are not provided directly by the applicant.  In one case, a project proposed for Alaska includes a middle mile segment that will not be owned by the applicant.  ACS assumes some form of leasing arrangement will be used to provide the applicant access to this capacity.  Regrettably, due to a lack of transparency, other broadband participants and the public are not privy to the details of this arrangement and therefore cannot ascertain the extent to which non-applicant access is guaranteed.  The agencies should apply strict requirements to ensure that all providers have the same access as the applicant itself.

Sale of Project Assets

ACS believes that one of the reasons some private sector providers declined to participate in round one can be found in onerous requirements regarding the economics of funded projects.  Limitations on the sale of assets and the mandatory dedication of project revenue streams are two examples.  ACS understands that governmental policy requires that funded projects function in the public interest.  Unfortunately, narrow interpretations of such policies often create obstacles to the full participation of entities most likely to successfully build and operate the infrastructure ARRA seeks to stimulate.  A more flexible balance between public accountability and time-tested business practices is needed to be sure that all participants have the incentives needed to advance their projects.

Other

ACS offers two other general comments for consideration.  First, ACS’ experience using the NTIA website mapping tool for project research was less than compelling.  The agencies are encouraged to refine and upgrade their automated access tools to ensure needed information is available and more easily accessible.  ACS also encourages the agencies to expand their scope of inquiry in subsequent requests.  To the extent that comment scope is limited to whether the area to be served is “unserved” or “underserved”, the agencies risk not receiving other relevant feedback about the proposals they are evaluating.  As in the case of this RFI, use of “other” categories allows interested parties the opportunity to advance issues that are important, but may not have been enumerated in the notices.
CONCLUSION

ACS appreciates the opportunity to provide comments to the NTIA and the RUS. ACS will monitor the round two processes and will offer further comment as needed.

Respectfully submitted on this 30th day of November, 2009.

	/s/ Leonard Steinberg_____________________

Leonard Steinberg

General Counsel and Corporate Secretary

Alaska Communications Systems, Inc.

600 Telephone Avenue, Suite 500

Anchorage, Alaska  99503

Tel:   (907) 297-3000

Fax:  (907) 297-3153
	


� 	Alaska Communications Systems Holdings, Inc. is a holding company for a number of wholly owned operating unit subsidiaries.  Together, these operating companies provide wireline, wireless and other telecommunications and network services to consumer, business and enterprise customers in the State of Alaska and beyond using its statewide and interstate telecommunications network.





� 	American Recovery and Reinvestment Act of 2009
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