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Executive Summary

The Western Telecommunications Alliance (“WTA”) believes that there is a substantial need for Second Round BIP and BTOP grants to enable rural local exchange carriers (“RLECs”) and other small carriers to extend their broadband networks to unserved “pockets” in mountain valleys, deserts and forests within their service territories, as well as at the far edges thereof.  These “pockets” are very difficult and expensive to serve due to factors such as terrain, low population densities and/or distance.  However, they appear to have been afforded minimal consideration and weight by various evaluation criteria employed in Round One – for example, the BIP “Proportion of Rural Residents Served in Unserved Areas” category (which awards points only to areas with more than 10,000 unserved households) and the BIP “Remote Area Targeting” category (which awards points and offers BIP grants only to areas located more than 50 miles from a non-rural area).  Whereas individual “pockets” in RLEC service areas often contain less than 10,000 unserved households and often are closer than 50 miles to a non-rural area, the collective thousands of such “pockets” where ARRA grants constitute the best option for receiving broadband service during the next few years constitute a significant and substantial portion of Rural America.


WTA recommends that RUS replace its “Proportion of Rural Residents Served in Unserved Areas” and/or “Remote Area Targeting” categories with one or more BIP Project Purpose criteria (for example, categories awarding points for areas with low population densities and/or above-average broadband construction costs) that encourage the award of grants and loan/grant combinations for unserved rural “pockets” that otherwise may not receive broadband service for many years. 
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The Western Telecommunications Alliance (“WTA”) submits its response to the joint request of the Rural Utilities Service (“RUS”) and the National Telecommunications and Information Administration (“NTIA”) for further information regarding their implementation of the Broadband Initiatives Program (“BIP”) and the Broadband Technologies Opportunity Program (“BTOP”).

WTA’s predominant concern is with the funding priorities and objectives for the second and final round of the American Recovery and Reinvestment Act (“ARRA”) broadband programs.  In particular, WTA believes that there are significant numbers of unserved “pockets” in rural areas that are extremely difficult and expensive to serve for a variety of reasons, and that these “pockets” are likely to remain unserved during the foreseeable future without ARRA grants or other substantial financial assistance.  WTA does not believe that these rural “pockets” were adequately considered and evaluated for grants under the funding priorities and criteria employed in Round One, and requests that the Round Two funding priorities and evaluation criteria be modified to recognize the importance of providing grants for broadband “last mile” facilities in these unserved rural areas.

Western Telecommunications Alliance

WTA is a trade association that represents approximately 250 rural local exchange carriers (“RLECs”) operating west of the Mississippi River, including Alaska and Hawaii.  Most WTA members are small companies and cooperatives that were formed at separate times and under a variety of circumstances to serve differing remote and sparsely populated rural areas that larger carriers did not want to serve because the per-customer costs of constructing, operating and maintaining rural networks were then (and remain today) much higher than those in urban and suburban America.  The service areas of WTA members include: sparsely populated farming and ranching regions in the Western states from the Canadian to the Mexican border; rugged and isolated mountain, forest, desert and mining areas; and Native American reservations, Arctic villages and the Hawaiian Home Lands.  Most WTA members serve fewer than 3,000 access lines in the aggregate, and fewer than 500 access lines per exchange.


WTA members have made substantial investments to install broadband inter-office and “last mile” (in the rural West, this is more accurately characterized as “last 20-to-50 mile”) facilities, and have had considerable success in making advanced services available to their rural customers. The typical WTA member presently offers broadband service to more than 70 percent of its customers via predominately digital subscriber line (“DSL”) and hybrid fiber-DSL facilities at speeds that are steadily increasing in response to customer demands [and that currently range from 768 kilobits per second (“kbps”) to 1.5 megabits per second (“Mbps”) or more].

The problem faced by many WTA members is that the last 10-to-30 percent of their customer base is the most difficult and expensive portion to reach with broadband facilities.  The reasons differ for different carriers, but include factors such as distance, topography and terrain, climate, rights-of-way and/or population density.  For many WTA members and other rural carriers, the cost of constructing and maintaining broadband facilities to the last 10-to-30 percent of their customers may exceed significantly the cost of their existing broadband facilities.  

Second Round Funding Priorities and Objectives

WTA requests that the funding priorities and objectives for the second and final round of the ARRA programs consider and direct more BIP and BTOP grant funding to unserved rural “pockets” where it has not yet been economically or technically feasible to extend high-capacity “last mile” broadband service.  These “pockets” are not individually large, and rarely contain as many as 10,000 households.  However, in the aggregate, there are thousands of these “pockets” (containing overall tens or hundreds of thousands of total households) within the service territories of the nation’s more than 1,000 rural telephone companies.


For WTA members and other small rural carriers, it has not yet been economically or technically feasible, for a variety of reasons, to extend broadband facilities and services to the “pockets” containing the last 10-to-30 percent or so of their customers.  In many instances, it has not been economically possible to construct hybrid fiber-DSL facilities to serve clusters of farms or ranches in sparsely populated areas located 30 or 50 or 70 or more miles from the rural carrier’s closest switching office.  However, not all unserved “pockets” are located at the remote edges of service territories.  Some “pockets” are located in the “middle” of a carrier’s territory, but are walled off and made difficult and expensive to serve by factors such as mountains, deserts, forests and/or difficulties in obtaining rights-of-way.  These “pockets” (which may range in size from several hundred people to several thousand people) include towns and surrounding farms and ranches in mountain valleys; and communities that have grown up around isolated mines and plants in desert and forest areas.

Without ARRA grants, the residents of these unserved “pockets” may not obtain access for many years to non-satellite broadband services that are reasonably comparable to those available in urban areas.  Yet, although the results of Round One are not yet known, it does not appear that the needs of many of these “pocket” areas were considered and afforded a significant opportunity to obtain grant financing.

For example, the current BIP evaluation criteria for Project Purpose includes a category for “Proportion of Rural Residents Served in Unserved Areas” that awards one point for every 10,000 unserved households, up to a maximum of five points for 50,000 or more unserved households.  This category effectively denies any points to most WTA members (as well as most other RLECs) because these small rural carriers serve fewer than 3,000 access lines in the aggregate, and fewer than 500 access lines per exchange, and consequently do not have 10,000 to 50,000 or more households in the unserved “pockets” within their service areas.
  
Similarly, the “Remote Area Targeting” category of the BIP Project Purpose criteria awards one point for every 50 miles that a proposed funded service area is distant from a non-rural area, up to a maximum of five points for proposed funded service areas that are 250 miles or more distant from a non-rural area.  Even in the wide expanses of the rural West, this category denies points to many WTA members and other RLECs because they are located too “close” to a non-rural area.  More importantly, the “50-mile” standard bears little relevance to the actual geographic and topographic conditions which make certain rural pockets “remote” and therefore very difficult and expensive to serve.  For example, some mountain valleys are “remote” because it is very expensive to bury fiber or erect poles and towers up, over and down their rocky ridges, regardless of whether such mountain valleys are located 10, 20, 50, 100 or 200 miles as the crow flies from the closest non-rural area.  Likewise, some forest and desert communities are rendered “remote” by natural obstacles and/or by right-of-way difficulties, regardless of their distance from non-rural areas.


The “Remote Area” category and definition further hamstring WTA members and other RLECs because RUS determined to award BIP grants for Round One only to applicants proposing to serve exclusively “remote” unserved rural areas.  Unfortunately, many of the remote and difficult-to-serve rural “pockets” where grant financing is urgently needed to make a broadband project feasible and economically viable in the long run, are located less than 50 miles from a non-rural area.  Put simply, where the cost of constructing broadband facilities to serve a “pocket” is very high and where the revenue potential to repay an RUS or other construction loan is lacking (due to a sparse population, the inability of the residents of the area to afford the requisite broadband service rates, or other reasons), grant money is necessary to make the business case for the extension of service to such “pockets” regardless of how far they are located from non-rural areas.  

WTA recommends that RUS replace its “Proportion of Rural Residents Served in Unserved Areas” category and/or its “Remote Area Targeting” category with one or more BIP Project Purpose criteria that encourage the award of grants and loan/grant combinations for unserved rural “pockets” containing less than 10,000 households regardless of how far they are located from non-rural areas.

One potential way to increase focus upon and funding for rural “pockets” would be to award points for proposed service areas having low population densities.  For example, a proposed service area could be given: (a) five (5) application scoring points if its population density was 5.00 or fewer households per square mile; (b) four (4) application scoring points if its population density was from 5.01 to 10.00 households per square mile; (c) three (3) application scoring points if its population density was from 10.01 to 15.00 households per square mile; (d) two (2) application scoring points if its population density was from 15.01 to 20.00 households per square mile; and one (1) application scoring point if its population density was from 20.01 to 25.00 households per square mile.


A second option for increasing focus upon and funding for rural “pockets” would be to award points for proposed broadband service areas that are very expensive to serve – that is, those having significantly above-average broadband construction costs per household.  For example, a proposed service area could be given: (a) one (1) application scoring point if the proposed and reasonable construction cost to extend broadband facilities and service to it was $1,500 to $2,499 per household; (b) two (2) application scoring points if the proposed and reasonable construction cost was $2,500 to $3,999 per household; (c) three (3) application scoring points if the proposed and reasonable construction cost was $4,000 to $5,999 per household; (d) four (4) application scoring points if the proposed and reasonable construction cost was $6,000 to $8,499 per household; and five (5) application scoring points if the proposed and reasonable construction cost was over $8,500 per household.  A “reasonable and prudent” factor would need to be employed to ensure that this scoring category serves the important purpose of increasing the priority of unserved “pockets” that are difficult and legitimately expensive to serve, while preventing gaming by applicants inclined to overstate their actual likely construction costs in order to inflate their point totals.  

Improving the targeting of BIP (and also BTOP) grants and combination loan/grants to unserved rural “pockets” will enable RLECs and others to serve many rural residents that presently lack access to broadband services, and that may not obtain such access (other than via satellite services) for many years (if ever) in the absence of ARRA funding.  WTA members and other RLECs desire to serve these rural “pockets,” but are finding it increasing difficult to obtain and make a business case for the requisite construction financing due both to the present economic downturn and to uncertainties regarding future Universal Service Fund and Intercarrier Compensation revenue streams.  If they are awarded BIP and/or BTOP grant money, WTA members and other RLECs can undertake the construction projects needed to extend their existing broadband networks to heretofore non-economical unserved “pockets” during 2010.  Such projects will create construction jobs and/or increased hours for in-house and contract construction staffs, will require additional employees and/or additional employee hours to serve the new broadband customers, and will enhance the economic opportunities and development of the newly served “pockets” as well as those of the existing portions of the carrier’s broadband network.


WTA understands that some want the Second Round to focus more upon “middle mile” infrastructure that will serve and connect community anchor institutions.  WTA notes that in the rural communities served by its members, the predominant community anchor institutions are elementary schools, high schools and libraries.  Since the implementation of the Telecommunications Act of 1996, schools and libraries have had access to the $2.25 billion dollars per year federal Schools and Libraries Program (“SLP”) to fund broadband facilities and services.  WTA is not aware of significant unsatisfied broadband service needs by schools and libraries within the service areas of its members.  Rather, schools and libraries are generally located within the core area (containing 70 percent or more its customers) to which the typical WTA member has currently extended “broadband” service, and are able to receive virtually all of the carrier-provided and/or SLP-funded broadband services they demand.
 
WTA also notes that “middle mile” transport facilities are adequate and reasonably priced in some of the areas served by its members, but suffer from capacity, reliability and/or cost problems in others.   It does not oppose the use of BIP and BTOP funding for “middle mile” facilities where existing “middle mile” facilities are inadequate, or for service to community anchor institutions whose broadband needs are not currently capable of being funded by federal Universal Service Fund programs like the SLP.

Conclusion

WTA believes that there is a substantial need for Second Round BIP and BTOP funding (and particularly for BIP and BTOP grants) to enable RLECs and other small carriers to extend their broadband networks to unserved “pockets” that have heretofore been too difficult and too expensive for them to serve because of factors such as terrain, low population densities and/or distance.  It asks RUS and NTIA to target these “pockets” to an increasing degree in the Second Round, and to recognize that without ARRA grants and combination loan/grants these areas may not receive broadband service for many years.  Whereas individual “pockets” generally contain less than 10,000 unserved households and often are closer than 50 miles to a non-rural area, the collective thousands of such “pockets” constitute a significant and substantial portion of Rural America that can be given access to broadband in an expeditious manner by ARRA grants.
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