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EXECUTIVE SUMMARY
The Fiber-to-the-Home Council (“FTTH Council” or “Council”) herein follows on its prior comments on the first Request for Information (“RFI”) with the following targeted comments in response to the most recent RFI:

1.  The Agencies should focus on projects providing for immediate job creation.  The FTTH Council commends the Agencies on their efforts to focus on economic development; however, the Council believes there is a more immediate problem – substantial and potentially increasing unemployment – that the Agencies should seek to address first.  
2.  The Agencies Should Maintain the Focus on Providing Services to Unserved and Underserved Areas; The Middle Mile “Comprehensive Community” Project Proposal is Well-Intended but Will Not Drive Last-Mile Deployments or Sustainable Growth.  The deployment of broadband infrastructure, both last mile and middle mile, is a capital intensive undertaking with substantial upfront costs and inherently involves substantial scale economies.  These substantial costs are most efficiently recovered if the “pipes” and electronics are connected to the maximum number of subscribers per route mile for a last mile build – and all subscribers for a middle mile build -- and these subscribers take multiple services or otherwise intensively use services to fill the capacity of the network.  In contrast, the desired economies are not achieved by select deployment of broadband infrastructure to community anchor institutions.  These are special construction projects, and they are expensive to undertake. 
3.  Defining Cost Effective Projects.  It is not valid to assess the cost effectiveness of projects based on the highly simplistic ratio of total project cost per households passed.  In its original comments to the Agencies, the FTTH Council addressed the many factors that affect cost effectiveness by including in its proposed “cost-effective” component in the scoring system an additional -- “performance” – factor and a density factor.  The premise of the performance factor is that more capable networks provide users with more, high-quality broadband services and have longer lives.  The density factor dealt with the fact that deployments in sparser areas may be warranted even if more expensive.
4.  Applicants for Projects in Rural Areas Should be Able to File for BIP, BTOP, or Both.
5.  NTIA Should Adopt a More Specific Scoring System.
6.  All Entities Should File All Required Information.
7.  Continue to Specify Service Areas Using Census Blocks.
8.  The Definition of Broadband Should Reflect Market Performance.  Fixed broadband should be defined as throughput currently used by Internet subscribers based on advertised offerings at:  (1) a minimum speed of 768 Kbps downstream and 384 Kbps upstream; (2) an average speed of 9.1 Mbps downstream and 1.7 Mbps upstream; and (3) a maximum speed of 101 Mbps downstream and 20 Mbps upstream.  
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COMMENTS OF THE FIBER-TO-THE-HOME COUNCIL
IN RESPONSE TO REQUEST FOR INFORMATION 

The Fiber-to-the-Home Council (“FTTH Council” or “Council”), through its undersigned counsel, hereby respectfully submits its comments to the Department of Agriculture, Rural Utilities Service (“RUS” or “Agency”), and the Department of Commerce, National Telecommunications and Information Administration (“NTIA” or “Agency”) in response to the joint Request for Information (“RFI”) to implement second round of funding for the Broadband Initiatives Program (“BIP”) and Broadband Technology Opportunities Program (“BTOP”) in the American Recovery and Reinvestment Act of 2009 (“ARRA”).

The FTTH Council is a non-profit organization established in 2001.  Its mission is to educate the public and government officials about fiber-to-the-home (“FTTH”) and to promote and accelerate FTTH deployment and the resulting quality of life enhancements FTTH networks make possible.  The FTTH Council’s members represent all areas of the broadband access industry, including telecommunications, computing, networking, system integration, engineering, and content-provider companies, as well as traditional service providers, utilities, and municipalities.
  

I. The Applications and Review Process

A. Streamlining Applications

1. All Entities Should File All Required Information

The RFI asks whether new entities should not need to file the same information as existing entities.  The FTTH Council believes that all entities, regardless of whether they are old or new or large or small, need to file all required information primarily for two reasons.  First, the award process should be similar to any normal commercial process where an entity seeks funding.  No intelligent investor or lender will take the risk to provide funds without having complete information, and the government should not settle for a lesser standard.  Second, if the Agencies create different standards for different entities, it will lead to gaming of the process.  After all, it requires minimal time and expense to create a new entity, including one that could qualify as a small business. 
2. Specify Services Areas Using Census Blocks
  Because of the lack of readily available data, use of Census Blocks presented challenges for applicants in the first round.  Yet, some 1,500 were able to surmount this obstacle and submit applications.  Further, the FTTH Council expects that potential applicants already working on next round projects are basing their service areas on Census Blocks.   In addition, Census Blocks have value from a public policy perspective, allowing an applicant to target more precisely those areas that are unserved or underserved.  It is for those reasons that the Council believes the Agencies should continue to use Census Block as the basis for constructing service areas.
3. Applicants for Projects in Rural Areas Should be Able to File for BIP, BTOP, or Both

By requiring projects for rural areas to be filed first at the RUS (where grant funding could be at most 50% of the project’s cost), the Agencies created an awkward process and unusual incentives for applicants.  Many applicants had to apply to RUS even though the project fit better with the BTOP criteria or was more viable with BTOP funding.  This created additional work for the applicants and for the Agencies.  The FTTH Council urges the Agencies to eliminate this requirement in the next round and permit applicants to apply for funding pursuant to either or both programs.
II. Policy Issues Addressed in the Notice of Funds Availability

A. Funding Priorities and Objectives
1. The Agencies Should Maintain the Focus on Providing Services to Unserved and Underserved Areas; The Middle Mile “Comprehensive Community” Project Proposal is Well-Intended but Will Not Drive Last-Mile Deployments or Sustainable Growth
The Members of the FTTH Council engineer, build, and operate broadband networks.  They are expert in understanding and developing business models for the deployment of various types of these networks, including FTTH, Fiber-to-the-Node (“FTTN”), Hybrid Fiber Coax (“HFC”), and Wireless.  It is because of this expertise that the staff of the Federal Communications Commission working on the National Broadband Plan has held numerous meetings with individuals from Council Member companies to assist in the construction of FCC deployment models.  

Based on their understanding of the key drivers of broadband deployment and the economic benefits of such deployments, FTTH Council Members support an evaluation of infrastructure projects based first and foremost on bringing new or expanded broadband service (ideally FTTH infrastructure and fiber middle mile connections) to households, businesses, institutions, and other facilities in unserved and underserved areas.  They, however, do not agree with the premise set forth in the RFI that Middle Mile Comprehensive Community Projects will stimulate last mile deployments throughout, and economic growth in, a community.  Let us elaborate further on these conclusions.

The deployment of broadband infrastructure, both last mile and middle mile, is a capital intensive undertaking with substantial upfront costs and inherently involves substantial scale economies.  Most of the cost of FTTH deployment is for civil works and construction, which once performed readily enables upgraded performance for many decades by changes in electronics and which can support the additional placement of fiber in already laid conduit.  A switch/router and other electronics at a central office, headend, or other point of aggregation are generally designed to serve a large community, and larger units are more economical per subscriber.  For a last-mile build, each node on a PON is engineered to serve at least 32 premises and, for FTTN deployment (HFC or VDSL), each node serves many more premises. 

These substantial costs are most efficiently recovered if the “pipes” and electronics are connected to the maximum number of subscribers per route mile for a last mile build – and all subscribers for a middle mile build -- and these subscribers take multiple services or otherwise intensively use services to fill the capacity of the network.  While the break-even penetration rate for a traditional last mile wireline build - passing all premises in a service area - may be near 25% (assuming a sufficient level of subscription to triple-play services), a provider will not deploy unless there are significantly more subscribers, generating more revenue.  (Revenues from serving anchor institutions as part of their build are included in this calculation.)

In contrast, the desired economies are not achieved by select deployment of broadband infrastructure to community anchor institutions.  These are special construction projects, and they are expensive to undertake.  Instead of bringing fiber to a node that is shared by many premises, fiber is brought just to  individual customers.  Similarly switches/routers and associated network electronics are dedicated to just a small group of customers.  In addition, because demand is concentrated in this small group of customers, the loss of any of them places the entire effort at greater risk. 

These economic benefits that are gained from serving an entire community can be seen by typical FTTH, FTTN, and HFC wireline deployments that have occurred recently or are in process.  The FTTH Council suggests that the Agencies examine in particular the recent publicly supported municipal FTTH deployments in the U.S., all of which have deployed FTTH on a community-wide basis.  At the end of the day, network economics control, even if public interests are involved. 

Community anchor institutions, of course, are highly desirable customers and deserve 21st Century Broadband.  Because of the volume of traffic they generate, every provider wants them as customers on a community-wide broadband network or a middle mile project designed to serve the larger community.  Therefore, the Agencies should have little concern that last mile and middle mile projects will not serve these institutions.  However, if the Agencies want greater assurance, they can give additional “points” in the scoring system for service to community anchor institutions.
2. The Agencies Should Focus on Immediate Job Creation
The RFI inquires as to whether the Agencies should allocate funds to promote regional economic development.  The FTTH Council commends the Agencies on their efforts to focus on economic development and notes that FTTH deployments provide the necessary long-term infrastructure to accomplish such an objective.
  However, the Council believes there is a more immediate problem – substantial and potentially increasing unemployment – that the Agencies should seek to address first.  Job creation was the first objective listed in the purposes section of the ARRA,
 and the Council advocated in its prior comments to the Agencies that this purpose should be a critical factor driving awards by the BIP and BTOP.  Unfortunately, the first Notice of Funds Availability (“NOFA”) largely ignored this objective.  With unemployment over 10% and with no signs of it abating any time soon, the FTTH Council urges the Agencies to focus on addressing this dire problem in the next NOFA.
3. NTIA Should Adopt a More Specific Scoring System

In the first NOFA, the RUS adopted a very specific scoring system to evaluate applicants for the BIP while the NTIA adopted a higher level system for the BTOP.  The FTTH Council believes that greater specificity makes for a more transparent process and produces applications that better achieve the objectives of the program.  It urges the NTIA to provide such specificity in the second NOFA. 
B. Program Definitions
 In its comments to the Agencies last spring, the FTTH Council proposed a more robust definition of wireline broadband service
 than the agencies adopted in the NOFA – 768 kbps downstream and 200 kbps upstream.  Since that time, the Council has produced additional evidence to justify its definition and has submitted this evidence to the Federal Communications Commission (“FCC” or “Commission”) as part of its inquiry into the National Broadband Plan.  The Council provided the following definition of the broadband service to the Commission along with supporting evidence:
 

(
Broadband is a relative term of information-carrying capacity of a transmission on any media expressed in analog or digital format.  In analog format, it is measured in terms of bandwidth, the range of frequencies used for a particular transmission.  In digital format it is measured primarily in terms of actual available throughput, bits transmitted per second measured at peak usage periods, and secondarily in terms of other quality of service factors, such as latency, jitter, and contention.  
(
Broadband performance should be:  (1) measured by tiers of capability to more precisely direct government policy and increase user understanding; (2) measured separately for fixed and mobile services because of material differences in the access infrastructure over which such services are provided; and (3) measured annually based on actual usage during peak usage periods to reflect the rapid evolution of the technology and market demand and supply. 

(
For the purposes of the National Broadband Plan in 2010, fixed broadband should be defined as throughput currently used by Internet subscribers based on advertised offerings at:  (1) a minimum speed of 768 Kbps downstream and 384 Kbps upstream; (2) an average speed of 9.1 Mbps downstream and 1.7 Mbps upstream; and (3) a maximum speed of 101 Mbps downstream and 20 Mbps upstream.  The future fixed broadband tier should be defined as throughput at 1 Gbps downstream and 100 Mbps upstream.
The Council believes that, at the very least (and even though the maximum speed is justified), the Agencies should define broadband service at the current average, advertised performance level.  Anything less would short change broadband users in unserved and underserved areas.
  
C. Defining Cost Effective Projects

It is not valid to assess the cost effectiveness of projects based on the highly simplistic ratio of total project cost per households passed.  Such a methodology ignores a host of factors considered by private and public entities in determining whether a project is both viable and cost effective:  These include:  the likelihood households and businesses will subscribe to many services and thus generate additional revenues; the network’s quality of service, reliability, and overall capabilities, including the ability to be readily upgraded; the total life-cycle cost of the deployment; the effect on lowering operating costs; and, the social and economic value to individual households and businesses of having access to these services.
In its original comments to the Agencies, the FTTH Council addressed these many factors by including in its proposed “cost-effective” component in the scoring system an additional -- “performance” – factor and a density factor.  The premise of the performance factor is that more capable networks provide users with more, high-quality broadband services and have longer lives.  The density factor dealt with the fact that deployments in sparser areas may be warranted even if more expensive.  The following is an updated version of the Council’s proposal to fit within the definitions of the first round of funding:
Cost-Effective Deployments --This criteria shall be determined based on the number of customers the applicant will be able to serve divided by the funding amount requested from the Agency multiplied by network performance (transmission speed) and modified in unserved areas by a density factor.  Points will be determined based on the following formula:  
Unserved Areas:
((Min(a) / a1) * (Min(d) / d1)) * (b/Max(b)) * # of Points
Underserved Areas:

 (Min(a) / a1) * (b/Max(b)) * # of Points
a = 
Life Cycle Costs of the Project expressed as dollars per premises passed; “d” is the average number of homes per square mile in the proposed service territory.

(1)
“a1” is the “a”  for the specific project being scored;

(2)
“Min(a)” is the lowest “a” value of any project submitted by an applicant during the current filing window;

(3)
A density factor is included for unserved areas, which are most likely to be rural, to account for higher cost in these areas.  “d1” is the “d” for the specific project being scored; 
(4)
“Min(d)” is the lowest “d” for any project submitted by an applicant during the current filing window.
(5)
 “b” is the ”b” value for the specific project being scored; ”b” = (proposed service upload speed – current service upload speed) + (proposed service download speed – current service download speed).  If no current broadband service, the speed shall be zero.  (All speeds used in the formula should be for the tiers with the maximum speeds which are advertised and generally available); Max(b) is the highest “b” value of any project submitted by an applicant during the current filing window – to a limit of 50 Mbps downstream and 20 Mbps upstream.
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� 	Broadband Initiatives Program and Broadband Technology Opportunities Program, Joint Request for Information, Docket No. 0907141137-91375-05, Rel. Nov. 16, 2009.   


� 	As of today, the FTTH Council has more than 200 entities as members.  A complete list of FTTH Council members can be found on the organization’s website, � HYPERLINK "http://www.ftthcouncil.org" ��http://www.ftthcouncil.org�.


� 	In its prior comments to the Agencies, the FTTH Council stated:  In terms of economic development, FTTH deployments provide by far the most capabilities (through higher symmetrical bandwidth) for customers to send and receive data and video, and these networks are “future-proof.”  Once the fiber is installed, upgrading the capabilities of the network is readily accomplished by changing the electronics.  In addition, fiber networks are most valuable to businesses, which increasingly demand dedicated amounts of bandwidth, and to their employees.  As the former Mayor of Ft. Wayne, Indiana, Graham Richard, stated on March 16, 2009, at a meeting of the National League of Cities, “If you don’t have [FTTH], [companies] won’t invest in your city.  [Broadband deployment] is just as important as public safety, water and sewer systems.”


� 	Public Law 111-5, Section 3 (a)(1).


� 	Current Generation Broadband Service – 6 Mbps/1.5 Mbps; Advanced Broadband Service – 25 Mbps/6 Mbps. 


� 	The FTTH Council contracted with the consulting firm, CSMG, to sample existing market information about the advertised performance of fixed broadband offerings, and, based on that sample, CSMG produced the following chart of the current generation tiers:





CURRENT GENERATION


BROADBAND TIER�
UPLOAD SPEED�
DOWNLOAD SPEED�
�
MINIMUM�
384 Kbps


�
768 Kbps�
�
AVERAGE�
1.7 Mbps


�
9.1 Mbps�
�
MAXIMUM�
20 Mbps


 �
101 Mbps�
�






� 	Subscriber surveys, conducted for the FTTH Council by RVA LLC, show a strong correlation between higher upload/download speed and the percentage of subscribers that  tele-work  or operate home-based businesses.  Rural subscribers in particular are eager for employment that is geographically remote from where they reside, and higher capacity broadband has been measured to enhance remote employment.  These surveys are available at:  � HYPERLINK "http://www.ftthcouncil.org" ��www.ftthcouncil.org�.









