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The Camino Fiber Network Cooperative (CFNC), a California nonprofit cooperative corporation, submits the following comments in response to the Request for Information issued by the Department Of Agriculture Rural Utilities Service and the Department Of Commerce National Telecommunications and Information Administration, Docket Number: 0907141137–91375–05, regarding the Broadband Initiatives and Broadband Technology Opportunities programs. 

1. Application and Review Process — New Entities

What type of information should RUS and NTIA request from new businesses, particularly those that have been newly created for the purpose of applying for grants under the BIP and BTOP programs?  For example, should the agencies eliminate the requirement to provide historical financial statements for recently created entities? 

In response to this question in particular and in general to Section II A (Funding Priorities and Objectives) CFNC strongly suggests the NOFA encourage the formation of new entities created in response to the availability of funding via the BIP and BTOP programs.  These new entities can provide alternative business models such as nonprofit consumer cooperatives and public/private partnerships that can more economically and rapidly deploy open access broadband infrastructure without the need to earn a short-term return on invested capital.  They are thus well positioned to fulfill the Recovery Act’s goal of rapidly spurring job creation and stimulating economic growth by building out and increasing access to broadband infrastructure.

Just as telephone cooperatives played a critical role in providing telephone service in unserved areas of the United States in the 20th century, coops can play a critical role in the construction of broadband infrastructure in areas where investor owned companies have been unable to profitably build out their infrastructures, consequently leaving many areas without service.  

These new entities should be required to show they are bona fide entities such as by endorsed articles of incorporation, federal employer identification numbers, evidence of financial institution relationships, and letters of agreement or memoranda of understanding for public/private partnerships.  As with the first NOFA, projects proposed by these entities should be required to provide long-range business plans showing their proposed projects are financially viable.

To encourage new entities to develop pilot infrastructure projects intended to form the basis for expanded future broadband networks, the second NOFA should include a category for demonstration projects totaling $2 million or less in design and construction costs.  To keep application costs down, these projects should not require a civil engineering review and stamp.  Given these projects will serve relatively fewer premises, they are better positioned to develop accurate and more granular data on existing broadband access in their proposed service areas and are thus highly likely to propose meritorious projects consistent with NOFA requirements and the Recovery Act’s objective to improve broadband access.  With their smaller scope, these pilot infrastructure projects can more quickly commence and complete construction of network infrastructure, put Americans to work faster and begin providing broadband services sooner consistent with the Recovery Act’s goals.

New entities face a “first dollar in” funding challenge and typically lack current revenues or significant assets.  This makes it difficult for them to cover the cost of retaining consultants to prepare preliminary network designs, service area maps and long term business plans — particularly during the severe economic contraction that the Recovery Act is intended to help remedy.  Accordingly, the second NOFA should allow new entities to qualify for limited, preliminary grant funding not to exceed $30,000 to cover the costs of these consultants, with the amount of the grant included in the total award amount if the project is ultimately funded as with the first NOFA.  As a condition of funding, recipients should be required to document their expenditures on costs incurred in the preparation of demonstration project proposals subject to audit. 

Entities requesting these preliminary grant funds should be required to provide basic information on their planned projects and to demonstrate they are a functioning organization able to receive funds and contract for construction of the demonstration project if construction funding is approved as suggested above, i.e. endorsed articles of incorporation, federal employer identification numbers, evidence of financial institution relationships, and letters of agreement or memoranda of understanding for public/private partnerships.

II B Program Definitions

CFNC suggests proposed infrastructure projects continue to be geographically defined based on contiguous census blocks with an option to permit applicants to alternatively use street address level broadband availability data developed through surveys of premises within their proposed service areas. 

The current definition of unserved (<10 percent premises have access to wireline facilities-based broadband) should be retained.  However, CFNC suggests a new category designated as “marginally served” be created to define those areas in which 30 percent or fewer premises have access to wireline facilities-based broadband service, which should be defined as a minimum of 3 Mbs down and 1 Mbs upload. 

Mobile wireless services or satellite Internet services, either actually provided or advertised, should not be taken into account for broadband availability.  These services should be regarded as a stopgap, interim broadband solution to unserved, marginally served and underserved premises and not as permanent advanced telecommunications infrastructure within the meaning of the Recovery Act.

II C. Public Notice of Service Areas

This element should be eliminated in the next NOFA.  It provides incumbent providers the means to “game” the process by filing numerous challenges to proposed projects with the goal of introducing delay and business uncertainty.  This directly contravenes the Recovery Act’s objective of speedy job creation and enhancing economic activity.  Proposed projects should be evaluated solely on their merits by RUS and NTIA to determine if they meet program qualifications without intervention by incumbent providers.  The NOFA is not a government bidding process that requires opportunity for protest.  Nor do incumbent providers hold exclusive franchises for their service territories.  According to an Oct. 20, 2009 report by the Yankee Group, a technology research and consulting firm, currently about 12 percent of U.S. households including those in major metropolitan areas lack broadband access, suggesting there are significant gaps in broadband access in areas served by incumbent providers.
