
[image: image1.jpg]Sfratim




Stratum Broadband Response

To
Rural Utilities Service (RUS),

Department of Agriculture, and

National Telecommunications and Information Administration (NTIA),

Department of Commerce

Joint Request for Information

Docket No: 0907141137-91375-05
November 14, 2009

Table of Contents

1Executive Summary


4Responses to Topics


4I. The Application and Review Process


4A. Streamlining the Applications.


61. New Entities.


62. Consortiums and Public-Private Partnerships.


63. Specification of Service Areas.


74. Relationship between BIP and BTOP.


7B. Transparency and Confidentiality.


8C. Outreach and Support.


8D. NTIA Expert Review Process.


9II. Policy Issues Addressed in the NOFA


9A. Funding Priorities and Objectives.


91. Middle Mile “Comprehensive Community” Projects.


122. Economic Development.


143. Targeted Populations.


164. Other Changes.


18B. Program Definitions.


21C. Public Notice of Service Areas.


23D. Interconnection and Nondiscrimination Requirements.


24E. Sale of Project Assets.


25F. Cost Effectiveness.


27G. Other.




Executive Summary

Thank you for the opportunity to provide observations and ideas from the field relative to the next round NOFA for the BTOP and BIP programs.  Although we are humbled by the magnitude of the task with which you are undertaking, we offer thoughts in this response that occurred to us in supporting the first round relative to your questions.  Some address strategic matters.  Some address administrative questions.  Please accept these thoughts in the spirit in which they are intended relative to your inquiry.
Strategic matters:

· Optimally one should conduct a movement like the BTOP and BIP programs in the sequence of plan, fund, deploy, and operate, but such a luxury rarely presents itself in nature.  In the absence of the FCC National Broadband Plan, we must all formulate an interim vision that is of itself inspiring, and then replace this vision with the FCC strategic plan when that plan is published.  This process would provide a more adequate yardstick to help measure individual proposals.

· Go ahead and use the 100 MB speed to 90% of the residences by 2015 as a target.  Most other progressive countries seem to be doing it.  More attention to the desired goal as opposed to focusing mostly on the minimums will produce a different behavior.
· Devise an implementation strategy that always maintains an understanding of the next larger context: the nation within the world, the state within the nation, economic clusters within states, the comprehensive community within the cluster, the individual within the comprehensive community.
· Use the concept of “design patterns” to allow the participative magic of local development decisions, but with standards to assure smooth integration at the large, the medium, and the small.

· Stick to the wisdom of the Capability Maturity Model when planning the implementation of your plan:

1. Get your program management method in order as you are doing now
2. Establish the processes necessary for the operational success using the federated telecommunications environment

3. Establish a service level agreement framework for measurement that allows for local preferences to prevail 
4. Require a process for meaningful optimization over the performance period

· This is still one system… much like the Internet… as opposed to a patchwork quilt.
· Serious communications networks cannot be operated without a knowledgeable set of service level agreements.  When we get to the point where people will start to die because of errors in planning and operational judgment, the attention to detail surrounding service level agreements will be easier to understand.  These must cover availability, performance, flexibility, scalability, and costs.  But you must devise a framework that allows the state and local governments to set the local requirements.  A guidebook for examining and setting such service level agreements would be most helpful for groups inexperienced in such critical matters.

· Your concept of the “Comprehensive Community” for middle mile projects seems to be the best new idea of all the thoughts in the RFI.  This allows a recognition of the role that this design pattern plays in the national system, and it also allows for an optimization of resources and processes within a local area.

· To achieve sustainability, one must have a fundamental understanding of economic development clusters.  If there is no evidence of how the proposed solution amplifies the associated economic cluster, it is doubtful that meaningful economic development will result.  

· Stick to your guns on the matter of open access.  But explain the nature of wholesale better.  And recognize that wholesale fiber transport can be different than wireless roaming arrangements and still be very appropriate.  By separating the matters of transport from the matters of service, there will be more of a wide ranging set of services offered to end users.  And it is the end-to-end service that provides most of the benefit in the eyes of the end user.

· The concept of creating a middle mile connection to anchor tenants and then providing monopoly services to them without having open access will have multiple unintended consequences.  First, it violates the principle of open access in the statutes.  Second, it will cut the legs off of local service providers who need the critical mass of revenue to cover fixed costs in order to sustain the business of providing service to residents.  This is an ecosystem that requires balance in order that all might be served  just like an environmental ecosystem.
· The libraries are a hidden source of expansion and adoption of broadband technology, even beyond schools, because libraries are the centers for self-directed learning and open to the general public at large.

· Rather than trying to consider all broadband the same way, you might have separate goals for fiber deployments, terrestrial wireless deployments, and satellite coverage.  In a way each of these is valuable, but each is optimal for different purposes.  So, use separate goals.
· You should encourage the efforts to provide shared managed services and broadband capacity exchanges between multiple applicants.  These dramatically reduce costs and shorten the time to revenue. You have inadvertently discouraged these economies of scale by your evaluation formulas and are keeping back office costs artificially high.  You should encourage these efforts in back office efficiency by allowing funding requests for these types of shared support areas.
Administrative Matters:

· Your Help Desk was wonderful.  Keep up the good work.

· Allow single applications for comprehensive communities that cross all boundaries for infrastructure, public computer centers, and sustainable adoption.

· Loan and grant funding are used for two different purposes.  If the RUS is chartered to focus on rural areas to provide for more consistent development of America’s potential resources, then the NTIA should also have the ability to provide both grants and loans across both non-rural and rural areas to balance the coverage.

· Give more guidance to the governors of whom you seek state prioritization

· Separate “in-state” applications from “national” applications

· Ask for guidance on matters of high availability for reasons of public safety if the governors care to provide guidance on such matters that drive service level agreements.
· Cost effectiveness determination must be considered relative to what the local goals to be achieved are.  Once the state and local representatives have a plan for service level agreements, and then compare the costs against similar objectives elsewhere.  Cost comparisons in a vacuum are not optimal.
· The policy of only using pro bono expert reviewers was a little unnerving to virtually everyone who was aware of the fact.

· The Executive Summary is all that is really needed for public revelation if an applicant is fearful of revealing proprietary information to competitors.

· Ensure that the boards of public private partnerships contain a proper balance between the public and private poles of difference.  A board made up of only individuals with public sector experience does not constitute a useful balance.
· Using the census block measurements for coverage measurements should be a guideline as opposed to an absolute numerical judgment.  If something is that close, you should err on the side of expansion of broadband toward 2015 goals as opposed to a shutdown of efforts.  Examine your rules to ensure that they are in tune with the spirit of the intent of the statutes.
· Improve the capacity of the proposal capture system to handle the expected capacity needed during the submission deadline week.  Perhaps a multiserver queue would help eliminate the bottleneck during submission and upload of attachments.
Responses to Topics
In this section we provide responses to your specific questions.  Since we have no specific handful of axes to grind, we have chosen to respond to all your questions in the order in which you asked them for your ease of correlation.  We repeat your questions and then provide our responses are in BLUE to make them easier to find.
I. The Application and Review Process 

A. Streamlining the Applications. 
For the first round of funding, applicants were required to complete a broadband infrastructure application, public computer center application, or sustainable broadband adoption application, depending on the type of project being proposed. For each application, the NOFA required applicants to respond to a number of questions and submit certain data. Those applicants considered highly qualified after completion of step one of the review process were required to submit additional information during a step two “due diligence” phase to substantiate the representations provided in the application.3 Some stakeholders, especially applicants completing the broadband infrastructure application, stated during the first round application process that completing the initial application was overly burdensome based on the questions asked and the number of attachments required. RUS and NTIA tentatively conclude that the application process should be streamlined. 
In what ways should RUS and NTIA streamline the applications to reduce the burden on applicants, while still obtaining the requisite information to fulfill the statutory requirements set forth in the Recovery Act? 
Our thoughts are best understood in the targeted responses to the individual questions.
Should the agencies modify the two-step review process, and if so, how? 
The two step review process is quite warranted, but it needs to be speeded up.  
The review by state governors was interesting.  Some merely had their staffs make recommendations on which projects were local and meant more to the local economy.  Others were very thoughtful and prioritized based on national goals.  Perhaps this next time, the proposals could be divided into two categories: “In-state” and “National” (meaning more often than not Out of State).  This way the governors could render an opinion relative to direct pet projects, and also to those national programs that would indirectly benefit their states.  Throughout the process, there remains the competitive spirit of trying to gain a more impressive amount of money for one’s own state at the expense of the neighbors.  This said, your policy of reinforcing that the NTIA and RUS would make the final decision on those matters was a very good policy.
Make the Executive Summaries available at the very first possible moment for state review.  Do this the very first week following the submission deadline.

The process of the various states going to hundreds of applicants and insisting that the applicants forward all of their documents (without proper safeguards for proprietary information), making up new state-specific application forms for additional information for the applicants to respond to, and then (in some cases) dismissing all those that were not state pet projects… this was felt by many to not be an optimal use of time.
Should certain attachments be eliminated, and if so, which ones? 
Most of the attachments seem to be appropriate.  They are easier to deal with after one is organized enough to respond to them.  Having done the first round is excellent preparation for doing the second round.  It will be easier if not much changes!
There are a few suggestions:

· The use of pictures in executive summaries and system concepts can sometimes communicate more efficiently than words.  Allow pictures and diagrams to be used where concepts need to be explained.

· Sections D-11 Small and Disadvantaged Business Involvement and Section F-33 Partnering with Disadvantaged Businesses seem like they might be combined.

· G-39 Demonstration of Financial Need seems a little contrived since most applicants can readily manufacture this.  But a simple statement of need in the needs section seems all that is really necessary.  From a practical standpoint, this maneuver did not accomplish what was intended.

· As stated below, G-40 Historical Financial Statements for new entities do not exist, so they need not be artificially manufactured.

· G-45 Buy American Waiver seems to be of little value as long as the requirement is prominently outlined in the NOFA and is audited for compliance during the project.
Should the agencies re-examine the use of a single application for applicants applying to both BIP and BTOP to fund infrastructure projects? 
Yes.  Also note that the use of the grant and the use of the loan financing are usually for two different purposes.  Purposes that have ongoing revenue streams from near the outset are good for loans.  Purposes that require development and low initial revenue streams are better suited for grants.  It would be better to have one grant application and one loan application and syndicate the partnership between the NTIA and the RUS the way that banks do between themselves.  No need to reinvent the wheel.  But still place the burden of proof on the applicant that no double dipping is occurring, just as you do right now.
How should NTIA link broadband infrastructure, public computer center and sustainable adoption projects through the application process? 

If there is one consolidated program, include it all in one application.  Your “comprehensive community” is a good method.
1. 
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? 
The statement that the firm is a startup should be sufficient.  The experience of the management in similar ventures in the past is most important as with any other startup venture.  As you are being a banker, you are betting on the management team as much as the idea.  You cannot really render judgment on a startup without meeting the management face to face during due diligence.
For example, should the agencies eliminate the requirement to provide historical financial statements for recently-created entities? 

Yes. And also remember that the due diligence for a startup is different than for an ongoing concern.
2. Consortiums and Public-Private Partnerships. 
Similarly, how should the application be revised to reflect the participation of consortiums or public-private partnerships in the application process? 
This can also be related to question #1.  Except that here you can ask about the experience of the partners and their provided support systems in addition to asking about the PPP management team.
Should certain critical information be requested from all members of such groups, in addition to the designated lead applicant, to sufficiently evaluate the application? 
Yes.  If the members are truly part of the management and support of the consortium.
If so, what type of information should RUS and NTIA request? 

The description of the depth of the support systems available to the group is important.  If this is a project that depends on capital adequacy other than what is being acquired through the grant process, then questions regarding capital adequacy are in order.
This said, one of the main reasons for the program in the first place is the lack of capital adequacy in the unserved areas.  There should be complementary programs that allow for working capital during startup periods as all startups require.  Some other programs come to mind that allow one bucket for capital items and one bucket for working capital items.  These programs do not need to be directly part of the BIP or BTOP programs, but if these other types of financing are critical for success, a list of sources for applicants would be very helpful.
3. Specification of Service Areas. 
The broadband infrastructure application required applicants to submit data on a census block level in order to delineate the proposed funded service areas. Some applicants found this requirement burdensome. 
What level of data collection and documentation should be required of applicants to establish the boundaries of the proposed funded service areas? 

Census block level is not so hard to gather if the requesting group has access to SBDD data.  However, Census Block Group, Census Tract, or County data could be used if the whole service area includes these larger regions.  The current definitions are probably okay if you can raise the speed definitions for what constitutes broadband to a higher level.  Switch to using the SBDD definitions of “unserved” and “underserved” and this boundary definition problem will be easier with which to deal.
4. Relationship between BIP and BTOP. 
The Recovery Act prohibits a project from receiving funding from NTIA in areas where RUS has funded a project.4 Section VI.C.1.a.i of the NOFA required that infrastructure applications consisting of proposed funded service areas which are at least 75% rural be submitted to and considered under BIP, with the option of additional consideration under BTOP.5 According to the NOFA, NTIA will not fund such an application unless RUS has declined to fund it.6 RUS and NTIA are presently reviewing joint applications consistent with the process set forth in the NOFA. 
Should these kinds of rural infrastructure applications continue to be required to be submitted to RUS or should the agencies permit rural applications to be submitted directly to NTIA, without having to be submitted to RUS as well, and if so, how should NTIA and RUS proceed in a manner that rewards the leveraging of resources and the most efficient use of Federal funds? 
With the demand that will be observed, all of the funds will be requested regardless of which group is administering the funds.  The RUS can focus on rural areas with its programs.  And the NTIA should be able to administer its grant program to cover both rural and non-rural areas.  The applicant should choose to which it wants to apply.  If both types of funds are required, two applications should be filed.  Just like in a bond program.
Are there situations where it is better to give a loan to an applicant as opposed to a grant? 
Absolutely.  If the funds are covering a going concern with an immediate revenue stream, the loan program works well.  However, if it is a new venture without substantial revenues, a loan program can be very penalizing.  In this case, the grant is more like an equity offer except that it is given for the public good as opposed to a future stock sale exit.  But the movements are very similar.
Are there applicants for which a loan would not be acceptable, and if so, how should the programs consider them? 

As described above, the programs should view grants as more suitable where equity would otherwise be sought.  Loans are more suitable where the revenue stream is more instantaneous in effect.

B. Transparency and Confidentiality. 
Consistent with the Administration’s policy and the Recovery Act’s objective to ensure greater transparency in government operations, RUS and NTIA are considering whether they should permit greater access, consistent with applicable Federal laws and regulations, to certain applicant information to other applicants, policymakers, and the public, including state and tribal governments. 
Should the public be given greater access to application data submitted to BIP and BTOP? 
The executive summaries should be public.  But beyond that, if the applicant feels that there is a competitive threat to its concept by divulging confidential and proprietary information, the current system works just fine.
Which data should be made publicly available and which data should be considered confidential or proprietary? 
Executive summary should be made publicly available.
For example, RUS and NTIA tentatively conclude that the applications executive summary should be made publicly available for the second round of funding. 

Yes.
C. Outreach and Support. 
For the initial round of funding, RUS and NTIA provided multiple means of applicant support and outreach, including hosting national workshops and minority outreach seminars, publicly releasing an application guidance manual, posting responses to Frequently Asked Questions on www.broadbandusa.gov, and establishing a Help Desk that fielded thousands of telephone and e-mail inquiries. 
What method of support and outreach was most effective? 
All were helpful, but the Help Desk was the absolute best.  Incidentally, this RFI process may be the only public forum that a “Thank You” is possible.  But our hats are off to all of the staff who manned the Help Desk during the proposal period.  The professionalism, the level of care exhibited, and the swiftness with which answers were returned was extraordinary.  Each and every one of them with which we interacted was a jewel and a credit to the professionalism surrounding this program.  
What should be done differently in the next round of funding to best assist applicants? 

A few more people on the Help Desk.
D. NTIA Expert Review Process. 
During the first round of funding, NTIA utilized panels of at least three independent reviewers to evaluate BTOP applications.7 A number of stakeholders have questioned whether this is the most effective approach to evaluating BTOP applications. 
To further the efficient and expeditious disbursement of BTOP funds, should NTIA continue to rely on unpaid experts as reviewers? 
This matter has caused concern by every group with which we have talked.  The question is: are the reviewers doing a rote evaluation, or are they being asked for a judgment?  If judgment is required, then experience is paramount.  If innovative solutions are being sought, then the right savvy is needed to know if the approach has merit.  Again, you are going to get what you pay for.

Or, should we consider using solely Federal or contractor staff? 

Use contractor staff if necessary.  
II. Policy Issues Addressed in the NOFA
A. Funding Priorities and Objectives. 
Section IV.B of the NOFA establishes the funding limits for the first round of BIP and BTOP funding.8 In particular, RUS set aside approximately $2.4 billion in funding, with up to $1.2 billion available for last mile projects, up to $800 million available for middle mile projects and up to $325 million available for a national reserve. NTIA allocated up to $1.2 billion for broadband infrastructure projects, up to $50 million for public computer center projects, up to $150 million for sustainable broadband adoption projects, and up to $200 million as a national reserve. Many parties have publicly made suggestions as to how the NOFA could be modified to ensure that the Recovery Act funds make the greatest impact possible. RUS and NTIA welcome suggestions for targeted funding proposals and seek comment on how they can better target their remaining funds to achieve the goals of the Recovery Act. Below we set forth some examples of types of projects we could specifically target. We seek comment on these proposals as well as any others. 

RUS and NTIA request commenters that are proposing a more targeted approach for round 2 projects to support their proposal with quantitative estimates of the projected benefits of adopting such an approach. For example, commenters should quantify the impact of their proposal based on such metrics as the number of community anchor institutions committing to service, the number of last mile providers committing to utilize middle mile projects, the number of end users reached by the proposal, the number of new jobs created, directly and indirectly, and the projected increase in broadband adoption rates, as well as any other metrics necessary to justify the adoption of their proposal and ensure that the benefits of the Recovery Act are being realized. Commenters should explain the basis and method of calculation for the quantifications they provide. 

1. Middle Mile “Comprehensive Community” Projects. 
Should RUS and/or NTIA focus on or limit round 2 funding on projects that will deliver middle mile infrastructure facilities into a group of communities and connect key anchor institutions within those communities? 
First of all, the concept of the “Comprehensive Community” is a very good design pattern that simplifies discussion where confusion did not need to be injected in the first place.

This focus would be an easy answer for getting on with things.  But if the focus is on economic development in an area as opposed to just increasing the effectiveness of public services, there is more to it than that.  The middle mile is the weakest link in the entire American Broadband Concept.  It is needed for supporting the eventual reach to homes and businesses in an area.  But to silo the broadband capability to anchor tenants in such a way that it could never be used by citizens in their homes or their businesses would be a tremendous waste of taxpayers’ money.
However, when we add to the list of anchor tenants the access to the middle mile by service providers who will reach the end users by a variety of means, we have a different matter.  And when we add communications tower usage and fiber access points to neighborhoods, we are really close.  When we add the reach of the new communications infrastructure controlling how electricity is distributed, we are really, really close.
So with a penchant for sharing infrastructure as opposed to suggesting easily administered silos, the middle mile is a good plan for the closing round of the funding.

One must remember the statutes’ insistence that all infrastructure be open access.  If the unconscious act prevails of taking business away from retail service providers by deleting anchor tenants from the food chain for them, there will be unintended consequences.  This is an ecosystem just like an environmental ecosystem, and starving the retail service providers who need critical mass to survive may in turn cause an undesirable impact on residents and commercial businesses in an area that also need broadband service.  Keep the ecosystem in balance.
All things in life are relative, and the metrics for outcomes in broadband are no exception.  We would suggest defining better what anchor tenants are, and then doing metrics on the percentage of anchor tenants in each category that are reached by the middle mile.  Your goal should be 100% unless there are extenuating circumstances.  

These categories also need to have some more aggressive speed hurdles because of the emerging needs of the anchor tenants.  How much is enough?  Take the top three broadband countries in the world and then average them.  And reevaluate annually whether the scalability of the solution is keeping up with the top three countries over time.  The question to be asked of the applicant might be: “How are you going to measure the top three countries achievement and how do you propose to keep up.”  Given that you will receive an enormous number of requests, a little stretch for the anchor tenants’ coverage would seem to be prudent.  
Ensuring that anchor institutions, such as community colleges, schools, libraries, health care facilities, and public safety organizations, have high-speed connectivity to the Internet can contribute to sustainable community growth and prosperity. Such projects also have the potential to stimulate the development of last mile services that would directly reach end users in unserved and underserved areas. Additionally, installing such middle mile facilities could have a transformative impact on community development by driving economic growth. 

Should we give priority to those middle mile projects in which there are commitments from last mile service providers to use the middle mile network to serve end users in the community? 
Yes.  Otherwise what good is it?
Should the agencies' goal be to fund middle mile projects that provide new coverage of the greatest population and geography so that we can be assured that the benefits of broadband are reaching the greatest number of people? 
This is one measure.  But it brings us back to the natural magnetism of concentrating service to end users only in major urban areas because the revenue to expense ratio is more favorable.  There need to be goals in utilizing other land areas of states for more uniform economic development.  This would be a good question to task the governors of the various states: to name the areas that are most important in terms of economic clusters to develop.  Without a development plan, there is no development.  But with a bad development plan, there will be a new governor.  So this might be a good input to see how the applicant’s proposal matches up to the various states’ economic development plans.
The stimulation of the true economic clusters is the only way economic development actually takes place.  This is an ecosystem matter again.
Should we target projects that create "comprehensive communities" by installing high capacity middle mile facilities between anchor institutions that bring essential health, medical, and educational services to citizens that they may not have today? 
Yes.  This feels very much in order for comprehensive communities.
Should certain institutions, such as educational facilities, be given greater weight to reflect their impact on economic development or a greater need or use for broadband services? 
Not necessarily more than is done right now.  For all that is said about the educational institutions, it is the student who does the learning.  So it is the emphasis on the student (be the student 5 or 85) that is the goal.  It is the libraries and service provider hubs that support the expanded self-directed learning of the student beyond just the education institutions.  This leverage is also important to the education institutions.
If so, what specific information should RUS and NTIA request from these institutions?

The RUS and NTIA should request from these institutions what the results of focus group sessions with their students tell them.  It is the self-directed, self-motivated student community that provides the best answers.  You need to find out the answers from tomorrow’s leaders.
The education community will confirm this to you.
To the extent that RUS and NTIA do focus the remaining funds on "comprehensive community" projects, what attributes should the agencies be looking for in such projects? 
A balanced reach to all the anchor tenants and service provider hubs.  This is more about getting the bandwidth there as opposed to mystical solutions.  The United States is well into the 25 year adoption cycle that movements such as radio, television, and now the Internet bring.  The bad news is that it is 25 years long.  The good news is that we are past the hump in the bell shaped curve in adoption terms.  If the bandwidth is there, the children will use it for all its worth.  We are now into the age of 80 year olds learning from their grand children and their doctors how to use the Internet.
So to restate, the comprehensive community projects need to connect the anchor tenants, and they need to have adequate service provider hubs so that all the local service providers participate.  And they need to be able to reach the outside world at the same speeds and the same costs as the top three broadband countries average.
They also need to have reliability, availability, and scalability to meet the requirements of public safety and high impact medical needs in the community:  99.99% availability.  No tinker toy solutions need apply.

If they can do this, then they can claim the title of “adequate”.
For example, are they most sustainable to the extent that they are public-private partnerships through which the interests of the community are fully represented? 
Sustainable means they have a revenue stream and a business plan that can continue indefinitely if properly managed.  This usually means private sector involvement.  But public-private partnerships that do not have adequate private sector representation on their boards are not really public private partnerships.  They are public partnerships in disguise.  Look for the balance on the board to see if the proper balance between competitive risk taking and stewardship are there.  If it is out of balance one way or another, it will fail for your purposes.
Should we consider the number of existing community anchor institutions that intend to connect to the middle mile network as well as the number of unserved and underserved communities and vulnerable populations (i.e., elderly, low-income, minority) that it will cover? 
Yes.  But counting the number of elderly, low-income, and minority citizens that come is a second metric.  If the facilities are there and the vulnerable populations do not adopt the use, then there is a different problem afoot.  You should measure both statistics individually.
How should RUS and NTIA encourage appropriate levels of non-Federal (State, local, and private) matching funds to be contributed so that the potential impact of Federal funds is maximized? 
Use the same measures that you use now.  The participation effect is just about right.
In addition, should we consider the extent of the geographic footprint as well as any overlap with existing service providers? 

You could.  But the real question is: do those service providers offer world class broadband services right now (using the top 3 country average), or are these service providers quietly desperate to use the middle mile services that the comprehensive community solution can offer.
2. Economic Development. 
Should RUS and/or NTIA allocate a portion of the remaining funds available under the BIP and BTOP programs to promote a regional economic development approach to broadband deployment? 
Yes.  And this is highly related to the requirement for sustainability of the network infrastructure.  
But a region can be multiple states or economic clusters within a state.  The way this grant competition is set up, there is a hoarding mentality fostered that makes states want to keep secrets from each other.  In a sense this is good, but in another sense, it was an unforeseen consequence of what seemed like a good idea at the time.
However, since economic clusters are the root of all economic development within a state or slightly across borders between two states, any economic development program that ignores this fundamental theorem cannot really call itself an economic development program…

So yes, a group that represents an economic development cluster or system of clusters is a capital idea.  But you will need to define what an economic cluster is in order for the applicant to know if it is representing one.
The presence of the well thought out economic cluster plan is a sure sign that understanding has taken place.  But the group will need the same type of balanced public-private partnership to operate.  A little coaching will go a long way on this subject in the NOFA.

The sustainability element is the beautiful aspect of this idea.  Note that in your own words, this is a short term plan and a long term plan.  As such, the kinds of financing are different over the long haul.  It would be best to understand what the additional types of funding options might need to be, and where those might come from so that the natural aspects of the long term plan can withstand the test of time. You would need to look for this type of insight in the business plan for the economic cluster to know the plan was viable before investing in it.
This option would focus the Federal broadband investment on communities that have worked together on a regional basis to develop an economic development plan. It would encompass a strategy for broadband deployment, and would link how various economic sectors benefit from broadband opportunities. Such a regional approach would seek to ensure that communities have the “buy-in,” and the capacity, and the long-term vision to maximize the benefits of broadband deployment. Using this option, NTIA and RUS could target funding toward both the short term stimulus of project construction and the region’s longer term development of sustainable growth and quality jobs. 
For instance, rather than look at broadband investments in both rural and urban communities as stand-alone actions, should RUS and NTIA seek applications for projects that would systematically link broadband deployment to a variety of complementary economic actions, such as workforce training or entrepreneurial development, through targeted regional economic development strategic plans? 
Absolutely.  The concept of the incubator comes up over and over again relative to the question of what to do when an innovation takes hold.  Having a well equipped library is not enough.  One needs readily available expansion room in the comprehensive community.
Think of it like making a fire with flint and steel.  It is a wondrous moment when an individual spark is captured.  But it takes the right amount of tinder, and then of kindling, and then of logs to create the bonfire.  And if one is organized about this understanding the sequence of things and the right amount of things, it all appears to be easy to the casual bystander.  The concept of the incubator needs the same forethought.
Should funds be targeted toward areas, either urban or rural, with innovative economic strategies, or those suffering exceptional economic hardship? 
Innovation is what causes one to succeed.  The Chinese proverb comes to mind on this point.  The one about giving someone a fish as opposed to teaching someone to fish.
Should states or regions with high unemployment rates be specifically targeted for funding? 

This might help in certain cases.  But the real focus of the question is that broadband should be used to help people get jobs, not just for entertainment or other matters.  So where do they find jobs?  In the library of course.  That’s why the use of the libraries is up over 43% nationally.  It’s because that’s where the Internet is and the fastest access to job information.  It is more the expansion of the library facilities that is the instantaneous need right now.  There are unemployed people everywhere.
3. Targeted Populations. 
Should RUS and NTIA allocate a portion of the remaining funds to specific population groups? 
The statutes mention something about “all Americans.”
For example, should the agencies revise elements of the BIP and BTOP programs to ensure that tribal entities, or entities proposing to serve tribal lands, have sufficient resources to provide these historically unserved and underserved areas with access to broadband service? 
This is a fine idea.  But rather than a simplistic solution, the question has to be asked: will the bandwidth be used or is this a build it and they will come?  The concept of the Maslow adoption curve applies just as much on an Indian reservation as it does anywhere else.  What is need is an inspirational plan that works through the various stages of adoption just like anyplace else.
A plan that does not recognize the very independent nature of the 310 reservations and 550+ tribes in the United States is not really a plan.  The consideration of such proposals must be evaluated for the depth of understanding that must take place for this to be successful.
Similarly, should public housing authorities be specifically targeted for funding as entities serving low-income populations that have traditionally been unserved or underserved by broadband service? 
Not a bad idea, if worked out in conjunction with the library scheme.
How can funds for Public Computer Centers and Sustainable Broadband Adoption projects be targeted to increase broadband access and use among vulnerable populations? 
A child will not use a library if the child cannot get there on a bicycle.  This simple measurement is fundamental to understanding the thoroughness with which a library or community center program will succeed.
Vulnerable populations will not use the PCC centers unless there are enough PCs to immediately use, so the usage pattern study is important.

And finally, if there is no skilled technical support available to assist in setting a new user up, the program will be marginal.  The access, either in person or by telepresence of the technical support staff is critical to the success of the adoption by vulnerable populations.
Should NTIA shift more BTOP funds into public computer centers than is required by the Recovery Act? 
A little more would not hurt.  But all must be in balance.  The libraries need to have bandwidth for the PCs and conferencing equipment to be useful.  So the request for funding for PCs should include the plan for how broadband is going to reach the building in sufficient quantity and QoS to meet the demands of the requisite use.
In what ways would this type of targeted allocation of funding resources best be accomplished under the statutory requirements of each program? 
The PCs themselves cost very little.  Under your combined formula for the “comprehensive community” concept, you should consider a combined proposal that has elements of PCC, sustainable broadband adoption, and anchor tenant infrastructure all rolled into one.
Should libraries be targeted as sites for public computer access, and if so, how would BTOP funding interact with e-Rate funding provided through the Schools and Libraries program? 

e-Rate funding works very poorly for libraries vs. its reasonable assistance for schools.  This is because the purposes and end users are quite different in the two.  The censorship filtering imposed by e-Rate rules with the noble purpose of protecting small school children has the unintended consequence relative to the public at large.  This point has nothing to do with inappropriate material being on the Internet.  All libraries want is to have access to the global Internet for access to information… just like they need to have access to uncensored books.  This is a really big deal.  Just ask the library community.
By changing the rules for e-Rate for public libraries to allow access to the entire Internet, e-Rate becomes something that can be considered for broadband for the libraries.  At that point, the BTOP funds can be targeted more towards PCC and sustainable broadband adoption programs by leveraging the buying power of e-Rate funds.  Both programs become more successful.
4. Other Changes. 
To the extent that we do target the funds to a particular type of project or funding proposal, how if at all, should we modify our evaluation criteria? 
To restate an old saying from the Harvard Business School: “All business is about leverage.  When deciding what business to be in, look for the points of leverage.  If there is no leverage, then there is no business.”

Programs that leverage multiple programs properly can eliminate wasteful spending and improve the use of the taxpayer’s dollar.  More credit should be awarded to programs that use leverage.
How should we modify the application to accommodate these types of targeted funding proposals? 
1. 
Allow the comprehensive community proposals to include elements of all types of proposals into a single proposal that balances all critical elements.
2. 
Boost the points given for tribal proposals in a weighted proportion to the economic disadvantage they have accrued by being independent entities since in many cases they are really not much of a part of a state government plan.
3. 
Be sure to extend this advantage to U.S. territories and possessions in a similar fashion.
For example, 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? 
Because of the high cost and high latency of the satellite services, a different allocation for satellite services is in order.  This is needed for ubiquity and public safety.  But this needs to be in proportion to your primary goals of getting fiber optic services to 90% of all citizens by the year 2015 (if we are to maintain the goal of parity with the top 3 performing countries.)
So the recommendation is to have a separate category for satellite services funded perhaps by the proportionate number of people it will benefit (taking weather disasters in larger populated areas into consideration).
Are there any other mechanisms the agencies should be exploring to ensure remaining funds have the broadest benefit? 
Considering the broadband system in the United States, it seems like the exploration might go like this:
· First, recognize that in the absence of a National Broadband Plan, you need to have your own interim plan of record that you use to evaluate individual proposals even if your interim plan is to be superseded by the FCC national plan when it comes out.  Such is the nature of planning.  

· For the purposes of resiliency, establish an internal guideline that each state (regardless of its size) must have at least three major connection points for interconnection to the national mesh.  (More are of course okay, too.  But at least three.)  These can be made up of private sector networks.
· Persuade each state to prepare a plan for having one to three sets of statewide regional backbones, each exhibiting, say, 99.99% availability in its engineering design.  (These also can also be private sector networks.) 
· Look to see how the various comprehensive community networks will interconnect to the set of statewide regional networks and require at least two connection points.
· Require the comprehensive community networks to have a middle mile strategy.  And measure the effectiveness of that middle mile strategy by how many service providers are going to use that middle mile to reach the users in the service area.  And measure the value of those service providers in terms of their percentage plan of reaching a 2015 goal of 100 MB service to the user.  Or an appropriate mobile wireless goal.
· Since as rule of thumb middle mile OpEx is likely to be five (5) times as high as CapEx with the transmission technology that is now coming to the market, the applicants should show a credible strategy for automating their operations to reduce OpEx costs.  To be competitive, their planned OpEx costs must be appropriately low.  Create a vision and a plan for how local community networks might achieve lower OpEx ratios competitive with national carriers.  

(If this includes shared managed services that support hundreds of community broadband networks, then create a category that allows those approaches to also be funded in addition to focusing just on the amount of fiber in the ground.)
· Observe the need for 1 – 3 national bandwidth exchanges that support community networks’ need to reach high quality content and application providers rapidly to support their needs for local revenues.

Taking this full gamut of the problem into view, create an architectural strategy of record for what the overall network will look like when it is all grown up.  You need to have a yardstick by which you can evaluate individual proposals to see how well they fit into the overall context of the system of systems.  You could even create a national map with this hierarchical pattern in place to see not only what has been the historical result of the success in getting broadband to end users, but also to project how you are doing in causing future outcomes to occur.  A picture of the plan of record and the potential proposed solutions for delivery of service to end users throughout the United States will do wonders in helping reviewers see where capability needs to be deployed and where it is redundant.

This is of course easier said than done.  But planning such as this is needed for efficiency as well as effectiveness when one considers the stakes for winning in the global competitive environment.  
How might the agencies best leverage existing broadband infrastructure to reach currently unserved and underserved areas? 
Use the plan described in the previous answer.  The privately funded infrastructure is integral to the system of systems described.
Are there practical means to ensure that subsidies are appropriately tailored to each business case? 
Each business case must be examined individually by an experienced reviewer who has a track record of success in picking winners.  This is the only practical approach.
For example, should the agencies examine applicant cost and revenue estimates, and adjust the required match accordingly? 
The match is only there to make sure that the recipient has skin in the game.  It really has nothing to do with either costs or revenues in terms of sustainability.
Could elements of an auction-like approach be developed for a particular class of applications or region? 
How many public sector organizations participated in the spectrum auctions?  Not enough?  The reason may be that auctions imply risk.  And public organizations by their nature eschew risk.  The auction approach should probably be limited to areas where private sector interests are involved and where the potential outcome outweighs the risk.
You have a semi-auction environment in the way you manage the variable nature of matching funds right now.  That seems to work in line with your thinking with this question.
If so, how would the agencies implement such an approach in a manner that is practical within program constraints and timeliness? 

See previous answer.
B. Program Definitions. 
Section III of the NOFA describes several key definitions applicable to BIP and BTOP, such as “unserved area,” “underserved area,” and “broadband.”9 These definitions were among the most commented upon aspects of the NOFA. 

For example, a number of applicants have suggested that the definitions of unserved and underserved are unclear and overly restrictive; that they kept many worthy projects, particularly those in urban areas, from being eligible for support; that there was insufficient time to conduct the surveys or market analyses needed to determine the status of a particular census block area; and that they discouraged applicants from leveraging private investment for infrastructure projects. 
In what ways should these definitions be revised? 
For unserved and underserved, adopt the same definitions as are used by the SBDD program.  Be sure to include the 3 MB wireless criteria.  This allows for additional expansion.  (It is curious why the definitions are different anyway.)
Should they be modified to include a specific factor relating to the affordability of broadband service or the socioeconomic makeup of a given defined service area, and, if so, how should such factors be measured? 
The emphasis should be on introducing competitive pricing to generate the lowest costs.  The socioeconomic makeup is a little qualitative when the problem is quantitative sustainability that you are trying to achieve.
Emphasis on library expansion, service provider hub points, and public access is perhaps the best answer for the catalyst that the socioeconomic makeup you are addressing.
Should the agencies adopt more objective and readily verifiable measures, and if so, what would they be? 
If the question is relevant to the definition of broadband, and the current position is, “We want the most bang for the buck,” then the measure could be tightened up a bit.  If the goal for 2015 is 100 MB service to 90% of all homes and offices, then a straight percentage calculation of the proposed service relative to the 2015 goal would be pretty objective.
Another objective would be to estimate and then measure against the actual performance during the “busy hour” of the day.  This would be a measure of adequacy of the middle mile arrangements.
Another measure would be the level of over commitment of middle mile resources in the plan.  From a statistical standpoint, this measurement can help evaluate the reasonableness of the applicant’s claim for actual performance estimates.

A final objective measurement would be the applicant’s availability percentage promised in the way that service level agreements are done with national carriers.  These should be done for the middle mile (where public safety and medical matters are paramount) and separately for last mile access.  The estimates are quite normal for standard telecommunications businesses, and they can also be reported by the successful applicant on a quarterly basis after the infrastructure goes into place.
How should satellite-based proposals be evaluated against these criteria? 

Have a separate category and allocation for satellite-based proposals.  They solve different problems and should be measured differently.  If latency and capacity are the main concerns with satellite access, make these measurements required.
With respect to the definition of broadband, some stakeholders criticized the speed thresholds that were adopted and some argued that they were inadequate to support many advanced broadband applications, especially the needs of large institutional users. 
Should the definition of broadband include a higher speed and should the speeds relate to the types of projects? 
Yes.  Your objective should be to competitively reach 2015 goals as opposed to slipping into a proof that broadband already exists everywhere so that there is no need to provide any stimulus.
The categories for broadband might include separate measures for 

· Wired

· Terrestrial wireless

· Satellite

You should look to the preliminary input into the FCC national plan for ideas on what the goals for 2015 might be.  And then adopt an interim goal for getting all three types of service into ubiquitous coverage as all three types of service are optimized for different types of applications.
Should the agencies incorporate actual speeds into the definition of broadband and forego using advertised speeds? 
Use both.  They measure different aspects.
If so, how should actual speeds be reliably and consistently measured? 

Call for measurement centers around the United States to be used as verification elements.  Establish ways to measure actual speed during the “busy hour” since that is when the problems will occur.  Look to the proposals that your SBDD applicants have submitted for sources of this type of measurement.  (Note that not all SBDD applicants correctly support the measurement of the actual speed during the busy hour, but some do.)
The NOFA defines “remote area” as an unserved, rural area 50 miles from the limits of a non-rural area. The rural remote concept aims to address the prohibitive costs associated with broadband deployment in communities that are small in size and substantially distant from urban areas and their resources. The definition adopted in the NOFA was intended to ensure that the most isolated, highest-cost to serve, unserved communities could receive the benefit of up to 100 percent grant financing. The geographic factor upon which an area was determined to be eligible was its distance from a non-rural area; in this case, 50 miles. RUS heard from many interested parties, including members of Congress, on this definition. Many believed it was overly restrictive, thereby eliminating too many areas that were not 50 miles or more from a non-rural area but were nonetheless a fair distance away and unserved. 
Comment is requested on the definition of remote area, as well as whether this concept should be a factor in determining award decisions. 
A piece of the problem is the question of the definition of a “non-rural” area might be.  To simplify this ambiguity, one might use Census entities defined as cities or towns that had more than 20,000 people as of the last decennial census as being a measurement point.  This is more easily established because it is already published.

As to the point that unserved people can be in urban areas just as much as in rural areas, the answer is that what you are hearing is true.  If this population is out of bounds for using RUS funds, then it should be in bounds for requesting NTIA funds.
The burden of proving unserved and underserved areas should be on the applicant.  There are several sources for this information beyond the SBDD Mapping Program.

But another equally valid measurement is that of adoption.  If the service is available and people don’t use it, there must be a reason why.  An April 2009 survey by the Pew Research Center’s Internet & American Life Project shows 63% of adult Americans now have broadband internet connections at home.  If this is true it appears that we are well into the fourth of five stages of the classic adoption cycle here in the United States.  (Recall the 25 year cycle described above.)  However, if a service is only used, say, by 20% of the households in an area, something else is going on.  The reasons for low usage will probably be that the service is really not available (the cable goes down Main Street on its way to another town and does not allow connection by anyone on any other streets), or it costs too much for the locale, or something is strange afoot.
So if the applicant can show that the penetration is less than, say, 40% in the targeted service area, and can show that one of these strange factors that stilts the connection of Internet service to homes and businesses in the targeted service area, then a good case could be made for stimulus in the area.  This is probably what the Congressmen have been pointing out.  It wouldn’t hurt to add this group of underserved areas to your eligibility list also.
Should factors other than distance be considered, such as income levels, geographic barriers, and population densities? 

If it can be shown that sections of uptown Manhattan are underserved due to redlining practices, then that would be an example of an area that should remain eligible for inclusion.
C. Public Notice of Service Areas. 
Section VII.B of the NOFA allowed for existing broadband service providers to comment on the applicants‟ assertions that their proposed funded service areas are unserved or underserved. Some stakeholders have suggested that this rule may reduce incentives for applicants to participate in the BIP and BTOP programs because of the risk that their applications may be disqualified from funding on the basis of information submitted by existing broadband service providers that they have no means to substantiate or rebut. 
How should the public notice process be refined to address this concern? 
The SBDD maps are a potential source of measurement, but there are other sources of determining broadband coverage such as the major marketing research organizations.  If an applicant does not have access to finalized SBDD maps, or if there is a concern that the SBDD maps are overly generous on the side of indicating coverage, and there are reputable commercial sources of this same measurement, then the applicant should be able to use the commercial estimates to argue the case.
But this is not a matter of whether a single percentage point should make the difference between a program or not.  If an applicant’s case depends on a certain census block to be measured as underserved and the percentage is close, he should be able to state his case for continuing.  After all, the goal should be to see if we can reach 100 MB support to 90% of the homes and businesses by 2015.  It does not serve the public well to see how many people can be excluded from proposing an innovative solution solely because of a few percentage points at the outset.
You should preserve your privilege of using your judgment on such matters.
What alternative verification methods could be established that would be fair to the applicant and the entity questioning the applicant’s service area? 
Independent measurement statistics from reputable market research firms such as Nielsen come to mind.
Should the public notice process be superseded where data becomes available through the State Broadband Data and Development Grant Program that may be used to verify unserved and underserved areas? 
This would be okay except where the applicant wants to dispute the results of the SBDD program.
What type of information should be collected from the entity questioning the service area and what should be publicly disclosed? 

It would seem that the entity would need to provide evidence of coverage at the census block level.  Actual reachable POP count would be a good statistic.  If the service provider does not actually provide service that can be provisioned in a reasonable number of days to all user locations in the census block, then the percentage that could be covered will be useful to know.
Broadband service is “available” to an end user at an address if a broadband service provider does, or could, within a typical service interval (7 to 10 business days) without an extraordinary commitment of resources, provision two-way data transmission to and from the Internet with advertised speeds of at least 768 kilobits per second (kbps) downstream and at least 200 kbps upstream to the end user at the address.

The basis for verification will be good to know also.  If the applicant then wants to challenge the assertions made by the questioning entity, the applicant should supply the applicant’s verification source.  At that time you can make a judgment.  
The important aspect to preserve is that you must retain your position to make judgments in all gray areas relative to whether the overall objectives of the BTOP/BIP programs are furthered by disallowing a project or by letting a project proceed.

D. Interconnection and Nondiscrimination Requirements. 
Section V.C.2.c of the NOFA establishes the nondiscrimination and interconnection requirements. These requirements generated a substantial amount of debate among applicants and other stakeholders. 
Although RUS and NTIA are not inclined to make significant changes to the interconnection and nondiscrimination requirements, are any minor adjustments to these requirements necessary? 
The clarification has to do with what interconnection on a nondiscriminatory basis means and how it is achieved.  The intent is that if stimulus funds are used for infrastructure, there is a required interconnection condition that promotes competition in end-user service provisioning consistent with the Recovery Act’s directives.  (Specifically, this is consistent with the fourth prong of the FCC Policy Statement that states that users are entitled to a choice of service providers.)  The nondiscrimination aspect of this is most easily maintained by ensuring that the recipient of stimulus infrastructure funds maintain a wholesale relationship with respect to the infrastructure, sell only to retail service providers, sell only on an equal basis, and refrain from selling end-to-end services directly to end users.  This posture gives retail service providers more confidence that the recipient of stimulus funds is not discriminating.   
In particular, should they continue to be applied to all types of infrastructure projects regardless of the nature of the entity? 
Yes.
Should the scope of the reasonable network management and managed services exceptions be modified, and if so, in what way? 
Yes.  Right now, the terms described in the NOFA effectively discourage companies from using stimulus funds just to provide network management and managed services on a shared basis for multiple infrastructure projects.  Small community broadband groups are effectively required to endure the costs of these OSS/BSS systems all on their own without economies of scale. The first NOFA implied that an entity must justify its expenditures on OSS/BSS systems based on the number of end users it directly supported with its own infrastructure.  The unintended consequence of this subtle requirement is that it prevents the formation of a shared services datacenter that supports many different community broadband networks, but does not own infrastructure of its own.
The benefit of this more traditional approach of setting up shared managed services is that it greatly lowers the cost of operations of the small community networks so that the economies of scale of larger networks can be enjoyed by the smaller networks that the stimulus program is designed to support.

The use of shared facilities is commonplace in the telecommunications arena, but was accidentally discouraged by the language of the first NOFA.

This said, one might ask, “Why not just let the community broadband networks contract with an existing service bureau that does general data processing to take care of all this complexity and make it go away so that we don’t have to think about it?”  The answer is that there really are no general purpose service bureaus that do open access provisioning, billing, reconciliation, and settlement here in the United States because there has never really been a real market for it before.

So, whether the capability is to be performed by a group of community broadband providers getting together to greatly reduce costs, or some existing support provider engineering and building the systems for these types of managed services, it needs to be done by someone.

The recommendation is that in this second NOFA that it be recognized that the construction of managed services and shared network management facilities are fair to be funded to the extent that they support and reduce costs that would have been endured by potential infrastructure recipients.

(Two groups did in fact ask for funds in the first round to do something similar to this sort of managed service… except that the language in the first NOFA would lead you to believe that this was an inappropriate use of funds…)
Is it necessary to clarify the term "interconnection" or the extent of the interconnection obligation? 

Ordinarily one wouldn’t think so.  But given the huge propensity for groups to ignore the obligation and hope that it will go away, we believe that clarification is necessary.  The reason for this is that many applicants’ primary prior experience has been to operate in a telecommunications environment that did not require interconnection or sharing of infrastructure, so the rhythm of what to do when one came to work each day included no such wholesale experience.  Many of these people worked hard at what they did.  They were reasonably successful.  And they are proud of their prior accomplishments.  And there is really no reason to change from what made one successful in a prior life.  Hard boiled habits form.  If the wholesale business is not understood… then by definition, it must not be important.
But if interconnection and nondiscrimination are necessary, it is important to make sure applicants actually pause to understand this.  Some do a fine job of providing wholesale services.  Once understood, applicants will quickly figure out how to do this.  (And, for the record, this is the law of the realm in the EU.)  It is not hard to do once it is understood to be a part of the assignment.  It is more one of gaining the applicant’s attention and letting the applicant know that it can’t be ignored.  Then answers come in fast and furious fashion.

So, yes.  A little clarification is probably in order.
E. Sale of Project Assets. 
Section IX.C.2 of the NOFA generally prohibits the sale or lease of award-funded broadband facilities, unless the sale or lease meets certain conditions. Specifically, the agencies may approve a sale or lease if it is for adequate consideration, the purchaser agrees to fulfill the terms and conditions relating to the project, and either the applicant includes the proposed sale or lease in its application as part of its original request for grant funds or the agencies waive this provision for any sale or lease occurring after the tenth year from the date the grant, loan, or loan/grant award is issued. Some stakeholders have suggested that this rule is overly restrictive and is a barrier to participation in BIP and BTOP. 
Should this section be revised to adopt a more flexible approach toward awardee mergers, consistent with USDA and DOC regulations, while still ensuring that awardees are not receiving unjust enrichment from the sale of award-funded assets for profit? 
Yes.
F. Cost Effectiveness. 
How should NTIA and RUS assess the cost effectiveness or cost reasonableness of a particular project? 
Comparison with other projects of similar constitution comes to mind.  But see the discussion below.
For example, in the context of infrastructure projects, how should we consider whether the costs of deploying broadband facilities are excessive? 
In BTOP, one of the Project Benefits that NTIA considers is "cost effectiveness," when scoring an application. This is measured based on the ratio of the total cost of the project to households passed. However, such costs will necessarily vary based on the particular circumstances of a proposed project. For example, extremely rural companies typically have much higher construction costs than more densely populated ones. Also, geographic areas that experience extreme weather or are characterized by difficult terrain will dictate higher per household costs. Similarly, the technology that is chosen to provide the service (e.g., fiber vs. wireless) would influence the costs. And finally, smaller companies as measured by subscriber count would necessarily have a higher cost per subscriber than larger companies. 
From the discussion above, it would seem that once the decision has been made to develop America as a whole, then the measurements might be made on a cost per mile basis.  And if there are natural weather hazards or other conditions that dictate that critical infrastructure be placed underground to maintain public safety or welfare, the costs per mile should distinguish between aerial and buried costs.  And if the underground trench is through dirt or through solid granite, then the costs are different depending on what terrain is encountered.  This is the way that other infrastructure is measured.
If the number of miles is greater, then the costs should be proportionately greater.

But what of the costs associated with reliability, availability, and quality?  It would seem that middle mile costs need to consider what “service level agreement” is being made.  If public safety and high impact medical matters are going to depend on the network being up, then the debate needs to be on whether 99.99% or 99.999% availability is required.  Or what is the latency to be maintained so that adequate clarity of business telephone calls is maintained.  Or what jitter is to be maintained so that high definition television maintains the clarity that was paid for.  If the middle mile is to operate with carrier class quality, then international carrier standards should be the standard.
If these types of services are to be supported by the middle mile, then the costs of redundancy and service level need to be compared to global expectations of what those costs should be.

Just because third world telephone systems cost less to deploy than the industrialized world telephone systems doesn’t mean that they are more cost effective.  This is more about setting the requirements right in terms of expectations and then estimating the costs relative to other comparable network deployments.

The last mile is where the rub is.  If residential television service is meant more for entertainment, is 99.999% availability appropriate?  Probably not.  Does telephone service to a residence require 99.999% availability? It depends.  Does it monitor life support equipment?  Is it needed if an emergency requires a 911 call?  Only if an emergency is occurring.  How shall these matters be resolved?

Fortunately the United States Constitution provides some guidance on the matter on how to proceed.  

The Constitution essentially says that many of these matters are to be decided by the state governments as opposed to the federal government.  But a framework needs to be put into place to provide guidance, and then allow the state and local governments decide, and then deploy professionally in spite of all the frailties that some state and local decisions bring to the table.  
So if 99.99% availability is required to keep people from dying and the city council says that this is important, then this is the standard.  Your own job should be in making sure that standards are set by the state or local governments.  Setting the quality standard is really their job.  Once set, the measurement of cost effectiveness needs to be relative to the costs of other similar efforts with similar goals.  

This process does not produce an absolute number that will work in all cases.  But it does provide a framework that can be used to make judgments as to whether the projects are cost effective relative to some important goals.
How should the agencies take these various factors into consideration when evaluating broadband infrastructure projects? 
Recognize that in the absence of enough time to work out the infinite number of details that are in discussion, the rules are really just guidelines.  The goal is to set the objectives such that America is globally competitive.  We are all entrusting you to use your judgment in these matters.  For each time you err on the side of progress against these goals, one person will object vocally, but a thousand will silently cheer you for your courage, your integrity, and your style.
Thomas Edison had numerous thoughts on how many mistakes it took to reach a world changing innovation.  No mistakes, no innovation.

So our advice on how to take these factors into consideration when carrying out the statutes’ requirements for innovation is…

…go ahead… make a few mistakes… it’s required…
What evidence should we require from applicants to ensure that unnecessary costs have not been added to the project? 

Require SLAs
Require mileage counts by local terrain condition for infrastructure as outlined above.

Require a strategic plan for how to achieve 2015 performance goals and then an analysis that shows that the proposed project supports reaching the 2015 goals and are not throwaway efforts.
G. Other. 
What other substantive changes to the NOFA should RUS and NTIA consider that would encourage applicant participation, enhance the programs, and satisfy the goals of the Recovery Act?
This is probably plenty.  If you want more details, get in touch with us and we’ll provide more details.

