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COMMENTS OF SPACENET INC.


Executive Summary

	Congress intended that the broadband stimulus funds be distributed in a technologically neutral manner; however, Spacenet Inc. (“Spacenet”) believes that the application procedures adopted in the first Notice of Funding Availability (“NOFA”) put satellite providers at a disadvantage.  The National Telecommunications and Information Administration (“NTIA”) and the Rural Utilities Service (“RUS”) should ensure that the rules for the second round of grant funding do not impede satellite-based broadband solutions, as these solutions are ideally suited for serving the American Recovery and Reinvestment Act (“Recovery Act”) goals of rapidly deploying broadband services to the largest number of consumers and community anchor institutions in a cost efficient manner.  
	Spacenet believes that the decision in the first NOFA requiring that proposed funded services areas be defined on a Census block basis imposes undue impediments to applications proposing to cover large areas.  An applicant proposing to cover multiple states could invest hundreds of hours to complete this task.  For the second round, applicants should be able to submit data on their proposed service area in a less burdensome format, such as by zip codes or county boundaries.  Spacenet also supports the ability to define service areas based on the socioeconomic makeup of an area.  Because satellite technology can typically deliver broadband availability at the lowest cost on a per household passed basis due to the nature of this technology, taxpayers will get the biggest “bang for their buck.”  Satellite broadband providers should not be penalized as a result of their ability to provide services to a large coverage area.
	Spacenet is also concerned that satellite broadband providers would be disadvantaged if the second round funding is limited to “comprehensive community” projects, where the applicant “teams up” with, or at least specifies, the specific community anchor institutions that it will be serving because this would not be practical for applicants covering large geographic areas.  Similarly, the second round should not be limited to middle mile projects in general.  Satellite broadband is a highly efficient technology in that it combines middle mile and last mile access in one package; and it would be disadvantaged if NTIA and RUS do not take this unique combined middle mile/last mile nature of satellite broadband into account when scoring applications and evaluating the relative cost effectiveness of proposals.  By adjusting the application evaluation criteria to incorporate the benefits of satellite broadband technology, consumers and institutions will have the opportunity to receive the quick, cost effective broadband service that satellite can provide. 

I. 	Background 

	Spacenet designs, develops, and provides services for satellite, wireline and wireless broadband access solutions, delivering the benefits of next generation IP networks by leveraging the best available broadband technology to deliver cost efficient communications.  Relying on nearly 30 years of industry leading experience, Spacenet serves more than 100,000 customer locations worldwide including, in the U.S., 355 healthcare locations, 370 public safety locations, and over 5,000 post offices across the country.  Spacenet is pleased to offer its comments to the NTIA and the RUS in response to the Joint Request for Information (“RFI”) on how the broadband stimulus programs of the Recovery Act can be improved in the second round of funding.
II.	Overview:  Program Rules Should Not Disadvantage Satellite Broadband
	Despite the intent of both Congress and NTIA that the stimulus programs be administered in a technologically neutral manner,[footnoteRef:1] Spacenet believes that the application procedures adopted in the first NOFA put satellite providers at a disadvantage, and remains concerned that certain proposals in the RFI could further stack the deck against satellite-provided broadband.  Fortunately, however, the RFI seems to recognize that adjustments to the rules may be needed to better accommodate satellite applicants.[footnoteRef:2]   [1:   See Recovery Act at §6001(e)(1)(C) (NTIA shall “promote the purposes of this section in a technologically neutral manner”); see also NOFA, 74 Fed. Reg. 33104, 33110 (NTIA “will issue awards on a technologically neutral basis, and expects to support projects employing a range of technologies,” including satellite); id. at 33134 (noting the Assistant Secretary’s “desire to expand broadband capabilities in the United States in a technology-neutral manner.  This approach is consistent with Congressional intent in this regard.”).   ]  [2:  See RFI at section II.A.4 (“should any steps be undertaken to adjust applications for satellite systems that provide nationwide service, but are primarily intended to provide access in remote areas and other places not served by landline or wireless systems?”); RFI at section II.B (“how should satellite-based proposals be evaluated against” the proposed program definitions?).] 

	Satellite technology is well suited to serving all of the broadband goals of the Recovery Act, as it uniquely possesses the ability to deliver broadband connectivity virtually anywhere in the country independent of terrestrial topology, making it an ideal solution for unserved and underserved rural and remote areas.  Satellite broadband can also serve multiple categories of end users, from fixed applications (e.g., from a home, school or hospital) to nomadic and continuous motion mobile users (e.g., emergency first responders), all on the same network resources.  
	Significant for purposes of the Recovery Act goals, satellite is one of the fastest broadband technologies to deploy as well as extremely cost-effective.  By relying on already-operational transponder capacity which is currently available in ample supply, a satellite service provider receiving stimulus funds could begin connecting large numbers of customers to the Internet within as little as a few months.  Moreover, satellite technology can typically deliver broadband availability at the lowest cost on a per household passed basis, thereby giving taxpayers the biggest “bang for their buck.”  Satellite technology has the same cost to every household passed irrespective of distance from the main Internet point of presence.  In contrast, terrestrial solutions are highly distance and topology sensitive in determining the cost per household passed, thus making the extreme rural and remote users expensive to serve.  
	The fact that a satellite’s signal footprint is very large should be recognized as a major advantage, as that is the key to satellite’s efficiency – the larger the coverage area, the lower the per household passed cost, because thousands of individual unserved and underserved communities are served using the same infrastructure components (i.e., the satellite, hub station and customer premises equipment).  However, the decision in the first NOFA requiring that proposed funded service areas be defined on a very granular Census block basis turned this advantage into a burden.  Any applicant that wanted to offer service to large geographic areas was confronted with a monumental task of compiling reams of data to support its proposed service areas.  For example, Spacenet’s application covering the underserved areas just within the state of Texas resulted in more than 5,000 pages of supporting data.  
	The Census block requirement imposes undue impediments to applications proposing to cover large areas.  While an applicant for a small service area has the same per-Census block data collection obligation, it may be investing only several hours of work for this effort, whereas an applicant proposing to cover multiple states could be investing hundreds of hours.[footnoteRef:3]  For the second round, applicants should be able to submit data on their proposed service area in a less burdensome format, such as by zip codes or county boundaries.  Spacenet also supports the ability to define service areas based on the socioeconomic makeup of an area. [3:  Moreover, it should not be assumed that the satellite applicant is necessarily a proportionally larger company that can afford to take a much bigger risk on its application.  Because many providers of satellite services do not operate their own satellites but instead lease transponder capacity, they need not be large, multinational enterprises capable of financing a satellite construction and launch.  For this reason also, scarce stimulus funds need not be used to subsidize the construction and launch of a new satellite, when service can be provided using existing transponder capacity.] 

	Spacenet is concerned by the suggestion in the RFI that second round funding could potentially be limited to “comprehensive community” projects, where the applicant “teams up” with, or at least specifies, the specific community anchor institutions that it will be serving.  Because it would not be practical for applicants covering large geographic areas to form hundreds or thousands of teaming relationships with community institutions, satellite providers would be disadvantaged under this proposal.  
	Similarly, the second round should not be limited to middle mile projects in general.  Satellite applications would be disadvantaged by any greater emphasis placed on middle mile funding.  Satellite broadband is a highly efficient technology in that it combines middle mile and last mile access in one package; it should not be penalized because it does more than middle mile alone.  Indeed, grant funding for satellite broadband also enhances sustainable broadband adoption – a separate goal of the Recovery Act – by subsidizing the cost of customer premises equipment (“CPE”) for consumers.  
NTIA and RUS should take into account this unique combined middle mile/last mile nature of satellite broadband, as well as the broadband adoption benefits, when scoring applications and evaluating the relative cost effectiveness of proposals.  By adjusting the application evaluation criteria to incorporate the benefits of satellite broadband technology, consumers and institutions will have the opportunity to receive the quick, cost effective broadband service that satellite can provide. 
            III.  	Responses to Specific RFI Sections

 	Below, Spacenet comments in response to specific sections of the RFI:
	
Section I.A.3 (Specification of Service Areas).  Broadband satellite solutions cover large geographic areas which are unserved or underserved.  Requiring these areas to be built up by Census blocks is onerous.  For satellite solutions, NTIA and RUS should consider defining the proposed funded service areas by county lines or zip codes. 

Section I.A.4 (Relationship between BIP and BTOP).  Applicants should be allowed to apply only to NTIA even if their proposed service areas are more than 75% rural.  Some business plans may only be viable with grant funding.  In such cases, the applicant is discouraged from serving rural areas because it knows it can receive all grant funding from NTIA by serving non-rural areas, instead of loans or a grant/loan combination that it may be offered from RUS.  Rural areas should therefore benefit from this change.    

Section II.A.1 (Middle Mile “Comprehensive Community” Projects).  No greater priority should be placed on “middle-mile” projects.  In many cases, investment in middle-mile projects is a speculative “build it and they will come” strategy.  Standing on their own, middle mile projects do not fulfill the Recovery Act’s objective of providing broadband to consumers and institutions. 

Satellite-based projects combine middle mile and last mile and typically provide the lowest cost per household passed of any broadband alternative.  Middle mile projects should only be funded if the applicant can show that the total cost of offering broadband connectivity to end users, after accounting for the cost of the last mile component, is still competitive on a per household passed basis.  Moreover, NTIA and RUS must be careful in adopting any preference for “comprehensive community” projects, as satellite broadband will once again be disadvantaged.  Sustainable business plans for satellite-based solutions for community anchor institutions would dictate that the service offering cover thousands of such institutions.  Requiring a satellite service provider to form a “teaming” relationship with every community served is an impossible task.

Section II.A.4 (Other Changes).  Satellite service can provide the lowest cost per household passed of any technology.  In rural areas, fiber to the end user is incredibly expensive.  Middle mile projects have to be augmented with last mile solutions like WiMax.  Once the capital investment for both the middle mile and last mile distribution are considered together, these projects also represent a very large cost per household passed.  Given the combined nature (middle mile/last mile) of the technology, satellite applications should be provided special consideration when evaluated against last mile-only and middle mile-only applications.  The additional efficiencies created by satellite providers’ ability to provide regional or nationwide coverage should also be taken into account.

The program rules should also be modified to recognize the different cost structure of satellite broadband providers that rely on transponder leases to provide service.  Terrestrial-based service providers have high upfront investment costs, but with lower operating costs.  Satellite service providers that rely on leased transponder capacity have lower upfront costs for infrastructure, but have higher ongoing expenses due to continuing payments on the capital transponder lease.  The grant programs seem primarily structured to accommodate the terrestrial provider model.  The program rules should be modified to make the program more useful for providers that use leased transponder capacity.  For example, the rules could permit a higher percentage (i.e., over 80%) of a provider’s upfront costs to be covered by grant funds, in light of the fact that the grant funds can only be used for five years of capital lease expenses.  Developing rules that will facilitate the funding of satellite solutions that rely on existing, excess transponder capacity is a more efficient use of taxpayer money than subsidizing new satellite launches.

Section II.B (Program Definitions).  Satellite service providers are fundamentally disadvantaged when required to specify their proposed funded service area by Census blocks.  The unserved and underserved areas of a state alone represent hundreds of thousands of Census blocks.  The existing NOFA definitions of underserved and unserved specifically require a level of knowledge that can only be obtained via a detailed survey of the households, community centers, and public safety agencies within the areas of interest to determine availability and penetration of broadband services.  For a satellite service provider, even after limiting its coverage to certain areas of a state, this process is unaffordable if not impossible.  As the RFI seemed to recognize, an alternative approach is to allow applicants to use socioeconomic and demographic data as a proxy to define areas that are likely underserved.  The advantage of this alternative is that it would enable more cost effective solutions, such as those – like satellite broadband – that can spread their fixed costs out over large geographic areas.  

Section II.C (Public Notice of Service Areas).  As experience from the first round has shown, applicants who apply for grants for “underserved” areas are likely to have objections raised by existing service providers, particularly in rural areas.  The very definition of “underserved” is based upon the assumption that broadband services are already offered in some portion of the proposed service area; otherwise, it would be an “unserved” area.  An objection from a rural LEC alleging that there is overlap does nothing to prove that the area, as a whole, is not underserved.  Therefore, NTIA and RUS should define what procedures they will use, when such objections are raised, to determine if the applicant’s proposed service area, taken as a whole, meets the underserved definition.  NTIA and RUS should clarify that the applicant will have an opportunity to rebut any objections raised to an application, whether it involves an underserved or unserved area.  The current lack of transparency acts as a disincentive to applicants and does not serve the intent of the Recovery Act to bring affordable broadband services to those who have limited or no choices.

Section II.F (Cost Effectiveness).  Cost effectiveness should continue to be measured based on the cost per household passed, regardless of the technology, terrain or specific project offered.  This method ensures the most efficient use of taxpayer dollars while satisfying the Recovery Act’s broadband goals.  The overarching objective of the grant programs should be to reach the maximum number of community anchor institutions, public safety entities, small businesses and consumers per dollar awarded.


Conclusion

	As addressed above, it is the intent of Congress that the broadband stimulus funds be distributed in a technologically neutral manner.  NTIA and RUS should ensure that the rules for the second round of grant funding do not disadvantage satellite-based broadband solutions, as these solutions are ideally suited for serving the Recovery Act goals of rapidly deploying broadband services to the largest number of consumers and community anchor institutions in a cost efficient manner.  

Respectfully submitted,

_________________________

Alan L. Freece
Senior V.P., Business Development
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