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December 31, 2014

Via Electronic Mail & U.S. Mail

Mr. Darrel] Nicschke

Executive Secretary

North Dakota Public Service Commission
600 Fast Boulevard Avenue

Dept. 408

Bismarcl, ND 58505-0480

In re: Consolidated Communication Network, Inc.
Eligible Telecommunications Carrier Application

Dear Mr, Nitschke:

Enclosed for filing is one unbound original of Consolidated
Communication Network, Inc’s Application for Designation as an Eligible
Telecommunications Carrier.

If you have any questions, please feel free to contact me.
Haylee/ﬁ/[‘ Cripe /ﬂ(d
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BEFORE THE NORTH DAKOTA
PUBLIC SERVICE COMMISSION

In the Matter of

Application of Consolidated Communications
Networks, Inc. for Designation as an Eligible
Telecommunications Carrier in Limited Service
Areas State of North Dakota

Docket No.:

S Nt N’ N

APPLICATION OF CONSOLIDATED COMMUNICATIONS NETWORKS, INC, FOR
DESIGNATION AS AN ELIGIBLE TELECOMMUNICATIONS CARRIER IN LIMITED
SERVICE AREAS WITHIN THE STATE OF NORTH DAKOTA

COMES NOW Consolidated Communications Networks, Inc. (“CCNI™), by its attorneys,
and, pursuant to 47 U.S.C. § 214(e) of the Communications Act of 1934, as amended, (the
“Act™), Section 54.201 ef seq. of the Rules of the United States Federal Communications
Commission (“FCC”), Section 49-21-01,7(12) of the North Dakota Century Code, and the North
Dakota Public Service Commission’s (the “Commigsion™) rules, submits this Application for
designation as an Eligible Telecommunications Carrier (“ETC”) throughout the limited service
area identified in Exhibit A (the “Designated Service Area™)'. CCNI seeks this ETC designation
for the purpose of complying with the requirements of the FCC, to accept funds provisionally
awarded to CCNI through the FCC’s Rural Broadband Experiment (“RBE”)?. CCNI is seeking
ETC designation in the Designated Service Area as a Competitive Local Exchange Company’
(“CLEC”) for the purpose of receiving federal funding through the FCC RBE program for
providing service to high-cost arcas.

With this application, and supporting documents, CCNI seeks an order from the

Commission to be designated as an ETC pursuant to §§ 69-09-05-12, 69-09-05-12.1 of the North

'N.D.A.C. § 69-09-05-12(2)(a)

*Entities provisionally accepted for RBEs were announced by the FCC in its Public Notice on December 5, 2014.
(DA 14-1772) (Attached as Exhihit F).

*N.D.C.C.§ 49-21-01(2)



Dakota Administrative Code, N.ID.C.C. § 49-21.01.7(12) and § 214(e) of the Communications
Act of 1934, CCNI does not request a waiver of any eligible telecommunications carrier
requirement in this Application.*

INFORMATION REGARDING THE APPLICANT

1. Pursuant to Commission Rule N.D.A.C § 69-02-02-04(1), CCNI states its name,
address, telephone number, and designated contact person as follows:
Consolidated Communications Networks, Inc.
507 South Main Avenue
PO Box 1408
Dickinson, ND 58602-1408
Contact: Paul Schuetzler
Phone: 701-483-4000

2. CCNI was incorporated under the laws of the State of North Dakota on May 2,
1996, and is headquartered in Dickinson, North Dakota. A copy of CCNI’s recently certified
Articles of Incorporation and subsequent amendments are attached hereto as Exhibit B. A copy
of CCNI’s Certificate of Good Standing is attached hereto as Exhibit C.

3. The ownership and organizational structure of CCNI is depicted on Exhibit D.

4. CCNI provides voice, video, and data services through its operating area. CCNI
operates exclusively in North Dakota, and has not submitted any other applications for ETC
status.

5. CCNI serves wireline telephone subscribers, data (internet access) subscribers,
and video subscribers. CCNI began providing data services (internet access) over a decade ago,

utilizing DSL and DOCSIS Cable Modem technology. Approximately five (5) years ago, CCNI

embarked on a Iong-term plan to deploy FTTH Networks throughout its service area.

*ND.AC. $69-09-05-12(2)(c)



6. Correspondence or communications pertaining to this Application should be
directed to CCNI’s attorney of record:

Haylee M. Cripe

Mackoff Kellogg Law Firm
38 2™ Avenue East
Dickinson, ND 58601
Phone: 701-456-3210

Fax: 701-227-4739

Email: herine@mackoff.com

7. Questions regarding the ongoing operations of CCNI should be directed to:

Paul Schuetzler

Consolidated Communications Networks, Inc.
507 South Main Avenue

PO Box 1408

Dickingon, ND 58602-1408

Phone: 701-483-4000

BACKGROUND

8. With the oil boom in westernn ND this area is being developed at a rapid pace and
is requiring advanced communication services to satisfy the needs of the residents and
businesses. This growth area is primarily undeveloped land in Stark County. From its experience
to date in deploying FTTH technology to some of its subscribers, CCNI understands the
tremendous value of high-speed broadband, voice and video services to enhance the quality of
life of its subscribers, spur economic development, and improve services delivered by
community institutions.

9. The FCC released an Order on July 14, 2014, (the “Order™), establishing
parameters and requirements for entities to participate in the Rural Broadband Experiments, See
Connect America Fund; ETC annual Reports and Certifications, WC Docket NOs. 10-90, 14-58,
Report and Order and Further Notice of Proposed Rulemaking, FCC 14-98 (rel. July 14, 2014)

(Rural Broadband Experiments Order). The Order is attached hereto, without its appendices and



concurring letters, as Exhibit K. Through the RBE, the FéC will award up to One Hundred
Million Dollars for funding experiments in high-cost and exiremely high-cost price cap areas
focused on bringing robust, scalable voice and broadband-capable networks to residential and
small business locations in rural communities. The FCC proposed further guidance and
instructions for the application process, including a formal proposal and the bid form, in a Public
Notice released on August 19, 2014.° On November 6, 2014, CCNI submitted its formal proposal
to the FCC to expand broadband in rural, unserved areas, and help the FCC test and develop
methodologies for distributing support to entities that are technically and financially capable of
delivering high-speed broadband to unserved locations,

10.  The Ouder notes that the FCC desired and encouraged® a broad applicant pool,
including CLEC’s. The Order further states that applicants need not have obtained ETC status at
the time of their application, but must obtain ETC status within ninety days of receipt of notice
that their proposal was accepted.’

11.  On December 5, 2014, the FCC released a Public Notice (Exhibit F) announcing
the entities provisionally selected for RBEs. CCNI was provisionally selected to build a network
capeble of delivering 100 Mbps downstream and 25 Mbps upstream to the locations identified in
Exhibit A.

12.  The areas to be served, as noted on Exhibit A, are unserved, rural, sparsely
populated areas in which there has, historically, not been a viable business case that makes
financial and operational sense for investing in broadband infrastructure. The Rural Broadband

Experiments provide a sufficient incentive for entities such as CCNI, to expand its existing

> See Wircline Bureau Announces Application Process for Entittes Interested in Participating in the Rura] Broadband Experiments,
Public Notice, DA 14-1203 (rel. Aug, 19, 2014) (Application Public Notice).

S Paragraph 21 of the Order (Exhibit F)

" Paragraph 22 of the Order (Exhibit E)



footprint to serve the unserved portions of the service areas covered by this Application (See
Exhibit A).

13, Under the RBE, CCNI will extend its existing FTTH network to provide new
wireline telecommunication, broadband Internet access and IPTV services to the unserved rural
arcas of Stark County identified on Exhibit A. The FTTH broadband service will provide up to
100 Mbps service to all customers and yltimately could provide up to 1 Gbps service with an
upgrade to the central office equipment. This will provide sufficient bandwidth for Internet
connectivity and other IP services CCNI provides.

14.  The services offered to these subscribers will be the same as CCNI provides other
customers who have FTTH or coaxial cable based services in other areas (voice, broadband data
and IP video services). Voice service will be VoIP (Session Initiated Protocol-SIP) to the ONT
then POTS at the premise, Voice services will include normal industry features and enhanced
voicemail. Broadband service offerings will range from 1.5 Mbps service x 0.512 Mbps service
to 100 Mbps x 10 _Mbps service, Video service offerings will range from basic programming to
D digital programming. The customer will have a range of services to choose from depending
on their needs and budgetary constraints.

CCNIMEETS THE STATUTORY AND REGULATORY REQUIREMENTS FORETC
DESIGNATION

15. Thq Commission has jurisdiction to designate CCNI as an ETC. Pursuant to 47
U.S.C.S. § 214{e)2), a state commission may designate a common carrier that meets the
requirements of 47 U.S.C.S. § 214(e)(1) as an ETC for a service arca designated by the state
commission, 47 U.S.C.S. § 214(e)}(2) further states,

Upon request and consistent with the public interest, convenience, and necessity,

the State commission may, in the case of an arca served by a rural felephone
company, and shall, in the case of all other areas, designate more than one



common catrier as an eligible telecommunications carrier for a service area
designated by the State commission, so long as each additional requesting carrier
meets the requirements of paragraph (1), Before designating an
additional eligible telecommunications carrier for an area served by a rural
telephone company, the State commission shall find that the designation is in the
public interest.

(3) Designation of eligible telecommunications carriers for unserved areas. If no

common carrier will provide the services that are supported by Federal universal

service support mechanisms under section 254(¢c) [47 U.S.C.S. § 254(c)] to an

unserved community or any portion thereof that requests such service, the

Commission, with respect to interstate services or an area served by a common

carrier to which paragraph (6) applies, or a State commission, with respect to

intrastate services, shall determine which common carrier or carriers are best able

to provide such service to the requesting unserved community or portion thereof

and shall order such carrier or carriers to provide such service for that unserved

community or portion thereof. Any carrier or carriers ordered to provide such

service under this paragraph shall meet the requirements of paragraph (1) and

shall be designated as an eligible telecommunications carrier for that community

or portion thereof.

16. 47 US.C.S. § 214(c)(1) states that a common carrier may be designated as an
ETC if it {1) offers the services supported by federal universal service as determined by the
FCC, (2) offers such service using its own facilities or a combination of its own facilities and
resale of another carrier’s services, and (3) advertises the availability of such services and the
relevant charges using media of general distribution. As set forth herein, CCNI meets these
requirements.

A, CCNIis a Common Carrier

17. 47 U.S.C.8. § 153(11) defines a common cartier as “any person engaged as a
common carrier for hire, in interstate or foreign communication by wire or radio or in interstate
or foreign radio transmission of energy, except where reference is made to common carriers not
subject to this Act; but a person engaged in radio broadcasting shall not, insofar as such person is

so engaged, be deemed a common carrier, N.ID,C.C. § 49-21-02 states that all persons providing

telecommunications service within North Dakota shall be common carriers, and shall be affected




with a public interest and subject to the regulation and supervision of the Commission. CCNI
will, throughout the requested Designated Service Area, provide broadband access, voice and
video services to previously unserved areas in and around Stark County, North Dakota. As a
tclecommunicatioﬁs provider, CCNI is regulated as a common carrier,

B. CCNI Will Offer the Services Supported by Federal Universal Service Utilizing
its own Facilities :

18. CCNI will provide the following services that are supported by federal universal
service support mechanisms using its own facilities throughout the proposed Designated Service
Area (see Exhibit A).

Pursuant to 47 C.F.R. § 54.101

a Voice Telephony Services

O Minutes of use for local service provided at no additional charge to end users
O Access to the emergency services provided by local government or other
public safety organizations, such as 911 and enhanced 911

@ Toll limitation services to qualifying low-income consumers as provided in 47

C.I'R. 54.101(a)(2) if applicable under FCC rules.

Pursuant to 47 C.F.R. § 54.405
n Lifeline service to qualifying low-income consumers

Pursuaﬁt to RBE Provyisional Award
[ Broadband service up to 100 Mbps X 10 Mbps

19.  The connectivity for voice services is accomplished today through CCNI's
existing Metaswitch which has trunking connections to wireless service providers, Century Link
(local and long distance) and SRT (long Distance) and Consolidated Telcom (local). The
connectivity for ISP data bandwidth is in place through connections fo Dakota Carrier Network's
Ethernet backbone, CCNI also has an existing Headend with a 12 meter simulsat dish to receive
the video from the satellites. This Headend is capable of RF and IPTV (MPEG-4) distributions.

Exhibit G depicts the delivery mechanisms to be employed.



C. CCNI Will Advertise the Availability of its Broadband Services and the Relevant
Charges Using Media of General Distribution

20.  CCNI commits to advertise the availability of, and charges for, the supported
services using media of general distribution. This advertising will occur through some
combination of media channels, such as television and radio, newspaper, magazine and other
print advertisements, outdoor advertising, direct marketing, and the Internet.

CCNI MEETS THE ADDITIONAL REQUIREMENTS FOR ETC DESIGNATION
| UNDER 47 C.F.R. § 54,202

21.  As applicable to CCNI, 47 C.F.R. § 54.202 requires the following in order for an
entity to obtain ETC status:

(a) In order to be designated an eligible telecommunications carrier under section
214(e)(6), any common carrier in its application must:

¢ |
(i) Certify that it will comply with the service requirements applicable to
the support that it receives,

(ii) Submit a five-year plan that describes with specificity proposed
improvements or upgrades to the applicant's network throughout its
proposed service area. Each applicant shall estimate the area and
population that will be served as a result of the improvements.

(2) Demonstrate its ability to remain functional in emergency situations,
including a demonstration that it has a reasonable amount of back-up power to
engure functionality without an external power source, is able to reroute traffic
around damaged facilities, and is capable of managing traffic spikes resulting
from emergency situations.

(3) Demonstrate that it will satisfy applicable consumer protection and service
quality standards.

(b) Public interest standard. Prior to designating an eligible telecommunications
carrier pursuant to section 214(e)(6), the Commission determines that such
designation is in the public interest.



A. CCNI Will Comply with the Applicable Service Requirements

22.  CCNI certifies by this Application that it will comply with service requirements
applicable to the support that it receives.

B. CCNI’S Five Year Technology Plan and Service Information

23, When inifiating its long-term plan to provide FTTH throughout its service area,
CCNI undertook a lengthy examination of the benefits and costs of such a deployment. While the
initial capital cost of deploying FTTH is greater than fiber-to-the-node or fixed wireless
infrastructure, CCNI concluded the advantages of FITH were greater, making the FTTH
deployment more cost efficient in the long run. First, all-fiber networks have the greatest
broadband performance capabilities, including the ability to be upgraded easily at lower-cost.
CCNI recognized that these broadband performance capabilities were important for the
economic and social well-being of its subscribers, communities, and critical institutions, Second,
all-fiber networks have lower long term operating costs, an especially critical factor given North
Dakota's often-sevete weather,

24, CCNI has successfully constructed, implemented, managed and operated
communications networks to provide voice, video and data services to its customers since 1997.
The CCNI team, é.long with its outside engineers, contractors, and vendors, has demonstrated
experience in constructing on time and within budget the FTTH networks and the competency to
operate them viably.

25. The proposed FTTH network extension consists of the proposed Designated
Service Area, serving 234 eligible high-cost and extremely high-cost households, all located
within Stark Coun{y, North Dakota. All locations in the proposed Designated Service Area will

have service available when the FTTH network extension is completed. All technologies used in



the network are standards based. The overall design will be FI'TH-GPON, with all splitters in the
central office to enable migration to active Ethernet or other new technology. CCNI will rely on
Calix's E7 GPON solution, which it has deployed elsewhere in its network. This enables
downstream speeds of 2.5 Gbps and upstream speeds of 1,25 Gbps, which CCNI will split to a
maximum of 32 customers. As for the ONTs, CCNI's typical instailation will be capable of 1000
Mbps to each customer and will be initially enabled at 100 Mbps. CCNI will use its existing
infrastructure to connect to the Internet node, and these facilities will be upgraded from dual 1
Gbps pipes to dual 10 Gbps pipes to absorb the additional broadband
subseribers and higher-speeds.

26.  The connectivity for voice services is accomplished today through CCNI's
existing Metaswitch which has trunking connections to wireless service providers, Century Link
{local and long distance) and SRT (long Distance) and Consolidated Telcom (local). The
connectivity for ISP data bandwidth is in place through connections to Dakota Cartier Network's
Fihernet backbone, CCNI also has an existing Headend with a 12 meter simulsat dish to receive
the video from the satellites. This Headend is capable of RF and IPTV (MPEG-4) distributions.
CCNI and, its engineering firm, Kadrmas, Lee and Jackson, have completed the preliminary
designs for the entire project, allowing CCNI to file for environmental and right of way
clearances as soon as the award is received. They anticipate the public permitting process will
proceed with few, if any, issues.

27.  As noted herein, the project will serve the proposed Designated Service Area as
depicted on Exhibit A, which encompasses approximately 234 households.

C. CCNI's Technology has the Capacity to Remain Funetional in an Emergency’

28, CCNI's ISP network uses Cisco 760X 10 Gigabit Ethernet transport on their core

¥ See also N.D.A.C.'§ 69-09-05-12(3)(c)
10



network between ceniral offices. Internet access is redundant to two ISPs utilizing 1 gigabit
Ethernet ports and 350 Mbps connections between each ISP allowing for future expansion, All
IP switches and routers for the CCNI ISP are existing and have ample capacity to absorb
additional broadband subscribers and speeds. All critical central office equipment has a
minimum of 8 hours of battery backup, generators, redundant power feeds, redundant power
supplies, and redundant processors.

29. CCNTI's fiber to the home network utilizes Calix E7s to provide voice, IP video, and
data services up to 1 Gbps. All subscribers are connected to the CCNI central office using a
dedicated fiber optic line which terminates to Calix Optical Network Terminating (ONT)
equipment at the premise. All fiber optic cable is zero water peak and is rated for service from
1300 nm to 1625 nm. The outside plant cable design will accommodate both GPON and Active
Bthernet services as necessary. The ONTs used will be capable of multiple phone ports, multiple
data ports, T1 interfaces and a total data capacity that of a minimum of 10 Mb and potentially up
to 1,000 Mbps.

D. CCNI Will Satisfy Applicable Consumer Protection and Service Quality

Standards’

30. CCNI certifies that it will satisfy all consumer protection standards as provided in 47
CFR. § 64, Subpart U, as applicable, and will protect Customer Proprietary Network
Information, as rcqﬁired by state and federal law, and will certify compliance with the same on

an annual basis,

K, Designﬁtion of CCNI as an ETC is in the Public Interest'®

? See also NDAC, § 65-09-05-12(3)(d)
' See also N.D.A.C. § 69-09-05-12(5)

1



31. In connection with its FCC RBE award, Consolidated Communications Networks,
Inc. (CCNI) is proposing a last-mile broadband project, using Fiber-to-the-Home (FTTH)
technology, to bring affordable and reliable broadband access, voice and video services to
unserved rural areas in and around Stark County, North Dakota. Without the RBE, these areas
would continue to go unserved due to the extremely high cost of bringing the services proposed
by CCNI to these rural areas. The services being brought to the 234 currently unserved
households will i.llnprove quality of life, enable and encourage economic development, and
improve services delivered by community institutions.

CCNI MEETS THE, REQUIREMENTS OF THE COMMISSION FOR
DESIGNATION AS AN ETCH

32. Tn addition to the other criteria required for ETC designation, which have been
identified and satisfied in this Application, CCNI certifies that it will provide service on a timely
basis to requesting customers in the proposed Designated Service Area where the CCNI network
already passes the potential customer’s premises.'

33. CCNI further certifies that it will provide service within a reasonable period of time,
if the potential customer is within CCNI’s proposed Designated Service Area but outside its
existing network coverage, if service can be provided at reasonable cost by:

(a) Modifying or replacing the requesting customer's equipment;

(b) Deploying a roof-mounted antenna or other cqmpmem

(¢) Adjusting the nearest cell tower;

(d) Adjusting network or customer facilities;

(¢) Reselling services from another carriet's facilities to provide service; or

() Employing, leasing, or constructing an additional cell site, cell extender, tepeater, or
other similar equipment'®,

LND.A.C. § 69-09-05-12(2)(b)
END.AC. §65-09-05-12(3)(a) (1)
BND.AC. § 69-09-05-12(3)(a)(2)

12



34. CCNI will receive $3,096,810.00 through the FCC RBE program. This funding will

be used to expand CCNI’s service to new, previously unserved areas, as herein described. CCNI

will submit a report providing specific detail regarding the projected start date and completion

date for each improvement, the estimated amount of investment for each of the specific

geographic area where each improvement will be made, and the estimated population that will be

served by each improvement,'*

35. CCNI will provide plans which are comparable to or exceed the current offerings of

the incumbent (CenturylLink)'**,
Century Link CCNI
Telephone | Basic — unlimited local, no long | Unlimited local, with 4 calling
distance, no calling features features, and an a la carte menu of
add on options, including various
Home ~ unlimited local, 11 |long distance options, personal
calling features, no long distance | ringing, telemarketer screening and
collect call blocking.
Home Plus - unlimited local, 11 ‘
calling features, $0.05/minute
long distance
Home Phone Unlimited -
unlimited  local, 11 calling
features, unlimited long distance
Internet 3Mbps 10 Mbps X 1 Mbps
35 Mbps X 2 Mbps
50 Mbps X 5 Mbps
100 Mbps X 10 Mbps (fiber only)
Video DirecTV plans — Cable TV provided through CCNI
140 Channels
150 Channels Essential/HD Package - 25 channels
210 Channels Elite/HD Package — 195 channels
225 Channels Premier/HD Package — 250 channels
285 Channels

“ND.AC, §65-05-05-12(3)(b)
DND.AC.§ 69-09-05-12(2)(a)
¥ND.AC. § 69-09-05-12(3)(e)

13




36. CCNI certifies and acknowledges that the Commission may require it to provide
equal access to long-distance carriers in the event that no other eligible telecommunications
carrier is providing equal access within the proposed Designﬁted Service Area'”.

37 Finally., CCNI certifies that the following forms of advertising of the availability of
universal service will be met or exceeded by CCNI: a full description of available services in
CCNT’s official telephone directory, including the process to be used by customers to qualify for
lifeline and link-up service, and in media of general circulation in each eligible
telecommunications carrier's designated service areas, including newspapers, company
newsletters, company or civic internet sites, bill stuffers, direct mailings, and any other means
intended to convey availability throughout the service area deemed appropriate by CCNI*,

CONCLUSION

WHEREFORE, for the foregoing reasons, CCNI respectfully requests that the
Commission expeditiously designate it as an ETC for the provision of the services described
herein, in the proposed Designated Service Area.

Respectlully submitted this%\’_/day of December, 2014,

CONSOLIDATED COMMUNICATION
NETWORKS, INC.

(00 Cuge

Haylee M. Cripe

Mackoff Kellogg Law Firm
Attorneys for CCNI

38 2™ Avenue East
Dickinson, ND 58601

P: 701-456-3210

¥ 701-227-4739

Email: heripe@mackoff,com

YN.D.AC. § 69-05-05-12(3)()
BN.D.AC. § 69-08-05-12(6)

14
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ARTICLES OF INCORPORATION /A |§f5 912

LS
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CONBOLIDATED LONG DISTANCE, INC.

That the undersigned incorporators, being natural persons of
full age of 1B years or more, and desiring to form a body corporate
under the laws of the State of North Dakota hereby sign, verify and
deliver in duplicate to the Secretary of State of the State of
North Dakota these ARTICLES OF INCORPORATION.

ARTICLE I.

The name of the corporation shall be Consolidated Long
Distance, Inc.

ARTICLE II.

The registered office of the corporation shall be 507 South
Main, Dickinson, North Dakota, and the name of the initial
registered agent at such address is L. Dan Wilhelmson. Either
‘registered office or the registered agent may be changed in the
manner provided by law.

ARTICLE TIT.

The name and address of each incorporator is ag follows:

NAME ADDRESS
Terrald Bang HC 01, Box 27
Killdeer, ND 58640
Cheryl Borth Route 2, Box 59
Halliday, ND 58636
Larry Bullinger Route 1, Box 122
Dickinson, ND 58601
Anthony Messmer B860 39th Street Southwest
Richardton, ND 58652
James Mrnak RR 1, Box 124
Bowman, ND 58623
William Stegner Rhame, ND 58651
‘Louis witte Route 1, Box 30

Regent, ND 58650

Howe, HARDY,
GaALLowaY & MAus, P.C,
ATTORNEYS AT LAW

P.O. BOX 370
Dickinson, ND Saecl-0370



~

ARTICLE IV.

The aggregate number of shares which this corporation shall
have the authority to issue is 50,000 shares at $1.00 par value.

ARTICLE V.
The period of its duration is perpetual.
ARTICLE VI.

The purposes for which this corporation is organized is to
carry on a toll reseller business and to carry on any other
business or activity which may otherwise be lawful and permitted by
the laws of the State of North bakota.

ARTICLE VII.

The initial board of directors of the corporation shall
consist of seven (7) directors, and the name and address of the
persons who shall serve as directors until the first annual meeting
of shareholders or untll their successors are elected and sghall
qualify are as follows:

NAME ADDRESS
Terrald Bang HC 01, Box 27
Killdeer, RD 58640
Cheryl Borth Route 2, Box 59
Halliday, WD 58636
Larry Bullinger Route 1, Box 122
Dickinson, ND 58601
Anthony Messmer 8860 395th SBtreet Southwest
Richardton, KD 58652
James Mrnak RR 1, Box 124
Bowman, ND 58623
William Stegner Rhame, ND 58651
Louls Witte Route 1, Box 30

Regent, ND 58650

Howe, Hagny,

GALLOWAY & Maus, P.C,
ATTORNEYS AT LAW

PO, BOX 370

DICKINEON, ND 5se02-0370



ARTICLE VIII.

Provisions for the regulation of the internhal affairs of the
corporation are the Bylaws.

IN WITNESS WHEREOF, The above~named incorporators sighed these
ARTICLES OF INCORPORATION, this 27th day of April, 1996.

INCORPORATORS @

L
L
Cﬁlex;yl Eérth

Wllsrer ég"m
William Stegfier

Louis Witte

NORTH DAKOTA
Fled 5= 1095
I?

v

Howg, HARDY,
GaLLoway & Maus, P.C,

ATTORNEYS AT LAW
P.G, BOX 370
DicKiNson, ND s8s02-0370
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RECEIVED
MAY 0 1 1905
SEC. OF STATE

STATEMENT OF CONSENT TO SERVE AS REGISTERED AGENT

To the Secretary of State
state of North Dakota File No.

State Capitol Building
Bismarck, ND 58505
I, L., Dan Wilhelmson, hereby accept the appointment to serve
in the capacity of registered agent for the corporation known
as Consolidated Long Distance, Inc.

Dated this 29th day of April,

L., Dan\Wilhelnson

This filing is pursuant to § 10-19.1-15, § 10-22-06 and § 10-22~-08,
NDCC.

Filing Date: 527 (o

By:
Recelpt .

Howe, HAarDY,
GALLOWAY & Maus, P.C,

ATTORNEYE AT LAW
PO, ROX 370
DIcKiNSGN, ND see02-0370



T [T SR R T

F 51909 ot

Fee: $20,00
North Dakota Businets Corporation Flls Mo, 5 l \Q Ld D_D

suamir DUH.ICA'N.DRKINAU .
. Jw 25794976
ARTICLES OF AMENDMENT

TO THE
ARTICLES OF INCORPORATION

.Pursuant to the provisions of Chapter 10-19.1.21 of the North Dakota Century Code, the undersigned
corporation adopts the following Articles of Amendment to its Articles of Incorporation:

ARTICLE 1, The nama of the corporation is ___Consolidated Lonsm Distance, Ine,

ARTICLE 2. An amendment to the Articles of Incorporation was adopted on November20 , 19 96_,
in one of the following manners: {Please check one.) .

by the shareholders,

by the incorporaiors, OR

X by the board where no shares have been issued.

ARTICLE 3. The amendment adopted is as follows:

To change the name of the corporation to

"Consolidated Communications Networks, Inc.”

{Complete Other Side)




N o - ALY e

ARTICLE 4, The manner, if not set forth In such amendmaent, in which any exchange, reclissification,
or cancellation of issued shares provided tor in the amendmant shal) by sifected, Is 23 follows:.

Not applicable.

| (We) the undersigned, by virtue of the authority vested in me (us), have read the foregoing articles of
arnendment, know tha contents thereof, and verily belleve the statements made therein to be trus,

Dateds___ /2] 976 o Linion o mttz

[nraBasis

Office Use Only  Reaceipt No: Filed By: Mé

Filed /};,Q ““bex 7 19 4 ﬂ"

Whindopege

Secrtary o1 Suts

By

Daputy

05685
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(/]/7>D | ARTICLES OF AMENDMENT
‘ " ro THE RECEIVED
o rron JAN 0 5 1999
L ARTICLES OF INCORFORATION  'won comre

Pursuant to the provisions of Chapter 10-19.1-21 of the North
Dakota Century Code, the undersigned corporation adopts the
following Articles of Amendment to its Articles of Incorporation:

ARTICLE 1. The npame of the corporation is Consolidated
Communications Networks, Inc.

ARTICLE 2. An amendment to the Articles of Incorporation was
adopted on December 18, 1998, in one of the following manners:
{Please check one,)

X by the shareholders,
by the incorporators, OR
by the board where no sharesg have been issued.

ARTICLE 3. The amendment adopted is as follows:

The aggregate number of shares which the coxrporation
shall have the authority to issue is 100,000 shares at
51,00 par value.

ARTICLE 4. The manner, if not set forth in such amendment, in
which any exchange, reclassification, or cancellation of igsued
gshares provided for in the amendment shall be effected, is as
follows: will involve new shares, not exlsting shares.

I (We) the undersigned, by virtue of the authority vested in
me (us), have read the foregolng articles of amendment, know the
contents thereof, and verily believe the statements made therein to

be true.
Dated: December 18 , 1998.
CONSOLIDATED COMMUNICATIONS NETWORKS,
INC. :
o Toald Sars
Terrald Bang, pres¥dent
Office Use Only Recelpt No: Filed by: C,O

Filed - , 18949,

By:
Secretarfwaf §éate Deputy




FOR OFFICE USE ONLY
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Tk \.\ REGISTERED AGENTI?JFFIGE
el Flls #

PP, 26,0000 BC—

FILING FEE: $10.00 )f changing the address of the ragletered agen
trust)
CONSOLIDATED COMMUNICATIONS NETWORKS, TNC.

MENT OF CHANGE
. ————
0D FEE: A fee 15 not requirad to add or change a post office box
4, Nama of the new regliatered agent, {or new name of current ragistered agent)

y SECHETAFIY OF STATE VED
SFN 13018A (4-89) i RECEI | L,i
' o8 I
on oddrass atange /8 the result of rezoning or posta| raas
Paul Schuetzler

SEE AEVERSE SIDE FOR FEES, FILING AND MAILING INSTRUCTIONS
1, FILING FEE: $20,00 it changing the raglstered agent NUV 2 7 2002

1248 ({6
TYPE OR PRINT LEGIBLY
2,  Nama of the organlzation {carporation, limited labiity eompany, limited ilability partnership, or rea! estate investment | 3. Federa! ID #
4. New addrass of the registered agent (New address must be agent's physical address, post office box if applicable, ¢ity and state, zip + 4 digit
axtengion), The agant's address cannot only be a post office hox number,

8. Changa of address is {check one) {see instruction 6 on reverse} 7. Does the address in number & also serve as tha sddress of
I Result of telogation, or appointment of new regiatared sgent and acdress m%ﬂ';c;‘;a' place of businass of the organization named In

L] Result of rezoning or postal reassignment Kl Yes 1 No

8. The appointtnent of a new registared agent can only be suthorfzed by resolutian of the governing board, However, the current reglstered agent
of record on file with tho Setretary of State is authorized 1o change [tg addrass or its nama {sna Instructions},
Indicata below how the changes in number 4 andfor § were suthorized, {check one)
[ o} By resolution duly adopted by the board of diractors, the board of governcrs, the limited llabllity partnershlp, or real estate investmant trust,

OR .
[ bt By the reglstered agent whose name or bualness address has changed The registered agent hag mailed a copy of this stalement to the

otganization,

9.  If numbar B{a) is chacked, this statament may be slgned by an officer, @ manager, a partner, or an individual authorized by the organizatfon. If
number Bib) is checked, this statement may be sigaed by the current registered agent on flle with the Sacretary of Stata.

- "As required by state law, | certlfy that the addrass of the reglstared oifice and the addross of the registered agent's business office, as listed in
number 6 ebove, Is identical, ) also cerlify tha box checked In number B Is authorlzed a5 noted. | also certify that | am authorized to sign this

registered agent/office change and 1 know the Information is correct.”

?Zowe//ﬁw 200

Original signatura Date

CONSENT OF NEWLY APPOINTED REGISTERED AGENT iComglate only if #4 ahova Is complated)

10. The new roglstarad agent s (check one} 11, Soclal Secuity or Faderal ID # of reglstered agent

K1 A North Dakota resident

[J A corparation

L A [imited liablifty company
[ A limited llability partnership

12. An Individual appointed as replstered agent must sign 2 consent to serve In that napecity. Whon a ocrporation, 8 limited lakliity company, or
limited ilebillty partnership is namad as registered agent, an offloer or someene authorlzed by the organization may slgn on bahalf of the
corporation, limited llability company, or limited Kabllity partnership,

“The undersigned, as the newly appointed reqisterad agent, agrees to act as the reglstered agent for this organization untll a change, or
resipnation, is submittad to the Secratary of State under tha provisions of North Dakota law,"

Dirlginal signature of reglstered ag

13, Name of person to contact if questions sbout this document Laytime talaphane #
701-483-4500

Michael J. Maus
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ra?)(\ ARTICLES OF AMENDMENT RECEIVED

N \(o\p o THE AUG 11 2004

ARTICLES OF INCORPORATION S50 OF §TATE

Pursuant to the provisions of Chapter 10-19.1-21 of the North
Dakota Century Code, the undersigned corporation adopts the
follewing Articles of Amendment to its Articles of Incorporation:

ARTICLE 1, The name o¢f the corporation is Censolidated
Communications Networks, Inc.

ARTICLE 2. An amendment to the Articles of Incorporation was
adoptead on July 26, 2004, in one of the following manners: (Please

check one.)

X _ by the shareholders,
by the incorporators, OR
by the board where no shares have been issued,

ARTICLE 3. The amendment adopted is as follows:

The aggregate'number of shares which the ¢orporation
shall have the authority to issue is 1,100,000 shares at
$1.00 par value.

ARTICLE 4. The manner, if not =et forth in such amendment, in
which any exchange, reclassification, or cancellation of issued
shares provided for in the amendment shall be effected, is as
follows: will invelve new shares, not exlsting shares.

I {(We) the undersigned, by virtue of the authority vested in
me {us), have read the foregoing articles of amendment, know the
contents thereof, and verily believe the statements made therein to

be true.
Dated: »>1 ., 2004,
CONSOLIDATED COMMUN IONS NETWORKS,
INC.
By: C::;;2é£<;;%7

Anthony @9ésmer, President

office Use Only Receipt No: Filed by: S M
Flled 2004,

By:

Secretary et Deputy

wl
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State of North Dakota

SECRETARY OF STATE

ek

IR

e

Tesdie

CERTIFICATE OF GOOD STANDING
- OF

CONSOLIDATED COMMUNICATIONS NETWORKS, ING.

The undersigned, as Secretary of State of the State of North Dakota,
hereby certifies that CONSOLIDATED COMMUNICATIONS NETWORKS,
INC. , a North Dakota BUSINESS CORPORATION, was Incorporated in this
office on May 2, 1996 and, according to the records of this office as of this
date, has pald all fees due this office as required by North Dakota statutes
governing a North Dakota BUSINESS CORPORATION.

ACCORDINGLY the undersigned, as such Secretary of State, and by
virtue of the authority vested in him by law, hereby issues this Certificate of
Good Standing to

CONSOLIDATED COMMUNICATIONS NETWORKS, INC.

A 2=

Alvin A, Jaeger
Secretary of State

lssued: December 29, 2014

R VA




‘Consolid‘ated‘ Telcom

FRN
Parent Company - Cooperative 0002476281
Consolidated Enterprises, Inc FRN
Holding Company 0002469500

Consolidated Cable Vision Inc
Cable TV, Broadband

Consalidated Communications Corporation
Retail, Key Systems, Intarnet, Computar
Systems, Networking

Consolidated Communications Networks, Inc
L ocal Service - Rickinson, Long Bistance

FRN
0003753241

FRN
0002473288

FRN
0003740396
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Before the
Federal Communications Commission
Washington, D.C. 26554

In the Matter of

Connect Americd Fund WC Docket No, 10-90

ETC Annuval Reports and Certifications WC Docket No. 14-58

R . T g

REPORT AND ORDIER AND FURTHER NOTICE OF PROPOSED RULEMAKING
Adopted: July 11,2014 Released: July 14, 2014

Comiment Date: (30 days after date of publication in the Federal Register)
Reply Conament Date: (45 days affer date of publication in the Federal Register)

By the Comimission: Chairman Wheeler and Comrnissioners Clyburn, Rosenworcel, and Pai igsning
separate statements; Commissioner Q' Rielly concurring and issuing a statement.
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I, INTRODUCTION

1, Today we take further steps to implement the Connect America Fund to advance the
deployment of voice and broadband-capable networks in rural, high-cost areas, including extremely high-
cost areas, while ensuring that rural Americans benefit from the historic technology teansitions that are
transforming our nation’s communications services, We finalize decisions to use on a limited scale
Connect America funding for rural broadband experiments In price cap areas that will deploy new, robust
broadband to consumers. This Report and Order (Order) establishes a budget for these experiments and
an ebjective, elear cut methodology for selecting winning applications, building on the record from the
Tech Transitions FNPRM. We describe the application process and announce that formal applications
muat be submitted by 90 days from release of the Order, We will use these rural broadband experiments
to explore how 1o structure the Phase IT competitive bidding process in price cap areas and to gather
valuable information about interest in deploying next genetration networks in high-cost ateas. In the
Further Notice of Proposed Rulemaking (FNPRM), we seck conunent on how best to maximize the reach
of our existing Cennect America budget and leverage non-Federal funding to extend broadband to as
many households as possible when we limplement Phase IT,

II. BACKGROUND

2. In the USFACC Transformation Qrder, the Commission concluded that it would use a
competitive bidding mechanism for Phase 11 of the Convect America Fund to award support in price cap
territories in those states whete price cap carriers decline to make a state-level commitment in exchange
for model-based supporl.’ Tn the January 2014 Tech Transitions Order, the Commission adopted an
experiment to test how tailored econpmic incentives can advance the deployment of next generation
networks, both wireling and wircless, in rutal, high-cost areas, including Tribal lands.

3. The Commission sought to gain useful information through these experiments io help
inform our policy decisions in various pending proceedings. For example, we sought to address the
extent of interest among providers in deploying high-capacity fiber-based services that deliver high
speeds (o roral communities,’ In particular, we sought to learn whether providers are willing and able lo
deliver services with performance charvacteristics well in excess of the mininurm standards that price eap
carriers accepling model-based support are required to offfer to all funded locations, for at most the same
amount of support as caleuiated by the model,” We also sought to develop a greater understanding of the
geographic and demographic characteristics of where service providers (both incumbents and non~
incumbents) would choese to offer wireless services at prices reagsonably comparable to urban wireline

! See Technalogy Transiiions ef al., GN Docket No. 13-5 et al., Order et al., 29 FOC Rod 1433, 1462-79, paras. §2-
136, 1498-1504, paras. 202.23 (2014} (Tech Transtiions Order and/or FNPRM),

* See Connect America Puid et al., WC Docket No., 10-90 et al., Report and Order and Further Notice of Proposed
Rulemaking, 26 FCC Red 17663, 17723, para. 156 2011) (USFACC Transformation Order and/or FNPRM), aff"d
sub pomi, fnve FOC 11-161,  Bd 20014 WL 2142106 (10th Cir, May 23, 2014),

 Tech Transitions Order, 20 FCC Red at 1463, pura. 83,
* Jd. at 1466, para, 94.
* 1.
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ofterings.f

4, The Commission adopted a framework for experiments to be conducted in price cap
territories.” It stated an expectation that the funding to be made available would not exceed the amount of
model-calculated support associated with the relevant geographic arca.® The Commission sought
comment in the Tech Transitions FNPRM on the budget, selection criteria, and additional issues relating
io implementation of the rural broedband experiments.”

5, In the Tech Transitions Order, we invited parties to file non-binding expressions of
interest regarding the rura) broadband experiments, which have informed us as we finalize the details of
how to implement these experiments.”” As of May 31, 2014, we had reeeived a total of 1,024 cxpressions
of interest from a wide range of entities, collectively requesting $11 billion in Federal funding.' Of
these, nearly 60 percent proposed using fiber-to-the-premises (FTTP) to serve all or most of their
proposed service aress. Another 30 percent planned on using fixed wireless technologics (o serve either
the entire proposed service aren, of (o augment proposed FITP or mobile networks, The remaining 10
percent planned on using either mobile wireless, or some other type of technology, such as digital
subscriber line (DSL), or hybrid fiber coax (FIFC). Forty-four percent of the expressions of interest were
from entitfes that self-identified as either incumbent local exchange carriers (LECs) or competitive LECs;
11 percent were electric utilities, 11 percent were wirsless Internet service providers {WISPs), and 11
percent were agencies of state, county or local governments. Entities predominantly self-identifying as
Internet service providers (ISP8) congtitated four petcant, cable companies four percent, mobile carriers
two percent, and Tribal entltles two pereent. The remaining 11 percent wete various forms of consortia or
research and education networks, We appreciate the interest of numerous stakeholders in these
experiments, but remind all parties that in order to compete for fonding, they must file a formal
application as described more fully below,

HT, DISCUSSION

6. We explained in the Tech Transitions Order that we must “ensure that all Americans
benefit from the technology transitions, and that we gain data on the impact of technology transitions in
rural areas, including Tribal lands, whers residential conswmers, small businesses and anchor institutions,
including schools, libraries and health care providers, may not have access to advanced broadband
services,” 7 In this Order, we adopt certain parameters and requirements for the rural broadband
experiments that will assist us with accomplishing these goals, We expect these experiments to provide
eritical information regarding which and what types of parties are willing o build networks that will
deliver services that exceed our current performance standards for an amount of money equal to or less
than the support amounts caloulated by the adopted Phase 11 Connect America Cost Model.” In addition

8 Jd. at 1466-67, para. 95,

" id, at 1472, para. 111,

% Jd. at 1473, para, 112,

? Tech Transiitons FNPRM, 29 FCC Red at 1498-1504, paeas, 202-23,
Y See Tech Transittons Order, 29 FCC Red at 1470, para. 105,

' See Tederal Commaunications Comunission, Rural Broadband Expertments (updated as of Apr, 25, 2014),
htps/fwww. foe.goviencyclopedia/rural-broadband-experimients. A substantial number of the expressions of interest,
however, lacked suflicient information to conduet 2 detailed analysis. For example, 30 percent of the expressions
did not indicate the total funding requested, and 50 percent did not indicate the number of homes to be passed,

12 Tech Transitions Order, 29 FOC Red at 1464, para, 87,

1 See Connect America Fund et ul., WC Docket No, 10-90 et al., Report and Order, 28 FCC Red 3301 (Wireline
Comp. Bur., 2013) (CAM Platform Ordery; Connect Americo Fund et al., WC Docket No, 10-90 et al., Report and
Order, 29 FCC Red 3964 (Wireline Comp. Bur, 2014) (CAM Inputs Order).
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to gathering information relevant to broader questions implicated by technology transilions, we expeet
these experiments also will inform key decisions that we will be making in the coming months regarding
the Connect America Fund, The experiments will not delay implementation of Connect America Phase 11
or further reforms for rate~ofsreturn carriers, We still expect to implement the offer of model-based
support to price cap carriers in the coming months, and we will resolve how the Connect America Fund
will address the challenges of providing service to the most remote, difficult to serve areas of the covntry,
In addition, in the coming months, we expect to be considering near-term reforms for rate-of-retum
carriers, based on the record we will shortly receive in response to the recent Connect America Fund
FNPRM, while we continue to develop a Connect America Fund for those carriers.

7. We adopt a budget of $100 million for funding experiments in price cap areas focused on
bringing robust, scalable broadband networks to residential and snall business locations in rural
communities that are not served by an unsubsidized competitor that offers voice and Internet access
detivering at Teast 3 Mbps downstream/768 kbps upstream. As explained in detail below, the funding will
be available to serve locations in both high-cost and extremely high-cost areas, thoreby advancing our
implenentation of both Phase IT and ¢he Remote Areas Fund. We also determine the objective
methodology for selecting projects among the applications we veceive for the experiments. Given the
manner in which we have structured the budget and the selection criteria, we believe that we will be able
to fund a tange of diverse projects throughoul the country, Finally, we outline the conditions that entities
participating In the experiments must meet in order to continue to receive such support, including specific
eligibility, build-out and accountability requirements, and cstablish the measures to ensure compliance
with these conditions.

8. In the Technology Transitions Order, we noted our desire to work cooperatively with
other governmental entities to advance our shared objectives of ensuring access to broadband services,
We noted that we were “particularly interested in how States, localities, Tribal govermments, and other
non-federal goverimental bodies cant provide assistance, through matching funds, in-kind contributions or
other regulatory approvals and permits, to improve the business case for deployment of next generation
networks.”* We will be monitoring the progress of the selected projects and hope that they may serve as
case studiss for best practices in how coordinated governmental action can improve the business case for
the delivery of broadband services in vural, high-cost drsas. We also seek comment in the attached
Further Notice of Proposed Rulemaking regarding measures we could take in the Phase II competitive
bidding process to create incentives Lor slate and other govermnental entities (o contribute funding to
support the extension of broadband-capable networks,

A, Budget

9. I the Tech Transitions FNPRM, the Commission sought comment on the amount of
support it should make available for the rural broadband experiments.'® Here, we adopt a budget of § (00
million for funding experiments. The Commission previously aathorized two rounds of $300 million
Connect America Phase [ funding to quickly bring broadband to unserved communities in price cap
territories,” We now conclude it is appropriate to provide another round of funding in price cap
territories that will advance our switt implementation of Phase I1.

% The Commission’s rules in Part 1, Subpart AA regarding competifive bidding for universal service support

generally spply to the rural broadband experiments to the extont they are not modified for these experiments by the
Tech Transitions Order and this Order. See 47 CF R, §§ 1.21000-1.2004; Tech Transitions Order, 29 FCC Red
1433, In particular, we remind potential participanis that they are subject to the Commission’s rules prohibiting
certain communications, See 47 C.FR. § 1.21002.

B Tech Transitlons Order, 20 PCC Red at 1467, para. 97,
6 Teoh Transitions FNPRM, 29 FCC Red at 1499, para. 204,

7 See USFACC Transformation Crder, 26 FCC Red at 17712-13, para. 128; Cornect America Fund, WC Docket
Na, 10-90, Report and Order, 28 FCC Red 7766 (2013).
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10, We conclude that adopting a budget of $100 million for these rural broadband
experiments will best balance our priorities and policy goals. Specifically, this budget should solicit
meaningful interest among a range of entities that will enable us to examine, on a Hmited scale, key policy
questions we identified inthe Tech Transitions Order,”® We intend to test on 4 limited scale the use of a
competitive bidding process to award support to provide robust broadband to serve fixed locations using
both wirefine and wireless technologles. Although many parties claim that we should maximize the
number of experiments that get funding and advocate adoption of & budget that exceeds the $100 million
we adopt today,” we note that the Comrnission’s goal is not to fund as many experiments as possible, but
rather to advance implementation of the Connect America Fund,”® We are mindful of our commitment
not to delay the implementation of Phase I1,2' It could be administratively burdensome to oversee the
necessary steps to authorize a large rumber of experiments, which likely would divert Commission
resources from resolving broader policy issues regarding implementation of the Connect America Fund in
both price cap and rate-of-return areas” Instead; our goal is fo quickly gather data from submitted formal
proposals about various technologies in different geographic areas to inform our judgment as we address
important policy issues regarding how to maintain universal access in rural areas during technology
transitions.® We expect that what we learn from the formal applications and selection process will
inform our decisions in the coming months as to how to implement a Phase II competitive bidding
mechanism that will maximize the participation of a variety of entities and use targeted funding to expand

¥ Tach Transitions Order, 29 FCU Red at 1466-67, paras. 94-97. See, e.g., Comments of the Fiber to the Home
Couneil Americas, WC Docket No, 10-90, at 3-5 (filed Mar. 31, 2014) (FTTTL Counci{ Mar. 31, 2014 Comiments);
Comiments of the United States Telecom Asgsociation, WC Docket No. 10-90, at 4 (flied Mar. 31, 2014) (USTelecom
Mar, 31, 2014 Comments); Conmuents of American Cable Asgociation, WC Docket No. 10-90, at 3-4 (filed Mar. 31,
2014y {ACA Mar, 31, 2014 Commients); Commenis of Centurylink, WC Docket No. 10-90, st 4 (filed Mar. 31,
2014) {CenturyLink Mur. 31, 2014 Comments), Comments of ITTA, WC Docket No. 10-90, al 2-4 ({iled Mar. 31,
2014) {JTTA Mar, 31, 2014 Comments),

1 Seq, e.g., Comments of the Alaska Rural Coalition, WC Docket No. 10-90, at 7 (filed Mar, 31, 2014) (ARC Mar.
31, 2014 Commenis); Comments of ValleyNet, WC Dacket Ne, 10-90, at 1 (fled Mar, 31, 2014); Comments of
BARQC Blectric Covperative, WC Dacket No, 10-90 et al,, at 2-3 ({iled Mar, 31, 2014) (BARC Mar, 31, 2014
Comments); Comments of Co-Mo Comum, Ing., W Docket Ny, 10-90 et al., at 1 (filed Mar. 31, 2014); Comments
of Drouglas Service, lnc., WC Dacket No, 10-90, at 1 (filed Mat. 31, 2014); Reply Comments of Johnson County
REMC, WC Docket No, 10-90, at | (filed Mar. 31, 2014); Comments of John Staurulakis, Inc., WC Docket No. 10-
90 et al,, at 2-5 (filed Mar, 31, 2014}; Comments of Midwest Energy Cooperative, WC Docket No, 10-90 et al,, at 2
(filed Mar, 31, 2014); Comments of the Utilities Telecom Council, WC Docket No. 10-90 et al., at 3-4 (filed Mar,
31,2014} (UTC Mar, 31, 2014 Comments); Comments of the Vermont Telecommunications Authority, WC Docket
No. 10-90 ¢t al., at 2 (flled Mar. 31, 2014) (VTA Mar. 31, 2014 Comments); Comments of Lake Region Eleetric
Cooperative, Inc.,, WC Dacket No, 10-90 et al,, at 2 (filed Mar, 28, 2014) (LREC Mar. 28, 2014 Comments);
Comments of Aflantic Tele-Network, In¢., W Docket Nu, 10-90 et al,, at 5 (filed Mar, 31, 2014) (Atlanlic Tele-
Network Mar, 31, 2014 Comments); Comments of the Rural Independent Competitive Alliance, WC Docket No, 10-
90 et al., at & (filed Mar, 31, 2614); Comments of the Wircless Internet Service Providers Association, WC Docket
No. 10-90 et al., at 5-6 (filed Mar, 31, 2014),

W Sea Tech Transitions Order and FNPRM, 29 FCC Red at 1471, 1499, paras, 109, 204 (stating that the
Commission “expeci[s] a relatively small number of projects . . . will be selected for funding” and that the
Commission does not “envision using all unallocated funds in the broadband reserve for experiments in rural areas,
bot vather an arnount that is sufficient to endble us to award funding to a limited number of projects that enable
evaluation” of the policy questions identified by the Commission),

2 Teeh Transitions Order, 29 FCC Red at 1467, para. 98,

2 Se¢ Comments of NTCA—The Rural Broadband Association, The National Exchange Carrier Association, Inc,,
and the Bastern Rural Telecom Association, WC Dockel No, 10-90 et al,, at 4 (filed Mair, 31, 2014) (stating “that the
experimenty must not diverl much-nesded funds or attention away from expanding broadband access o all
Americans in favor of a few, sclect projeets™).

B Tech Transitions Order, 29 FCC Red at 1467, 1471, paras. 98, 109,
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elficiently the availability of voice and broadband-capable infrastructure.®

11, Source of Funds. As we proposed in the Tech Transitions FNPRM,® the funding for the
rural broadband experiments will be drawn from the Connect America reserve account, which is projected
to have approximately $220 million in funding as of the third quarter of 2014 that has not already been
allocated to a specific program.® We find that using the reserve account to fund the experiments will
help achieve the goals the Commission set for the Connect America Fund. Not only are the experiments
themselves designed to encourage the deployment of robust networks capable of offering voice and
broadband services to consuinets in high-cost areas, the experiments will also help us design the Phase IT
competitive bidding process and the Remote Areas Fund 1o efficiently achieve this goal throughout the
country.?” Using unallocated support fromr the reserve account will also ensure that we will not increase
the size of the Universal Service Fund or Connoct America budget, that we will not incrense the
contribution burden on consumers, and that we will not divert resources from other universal service
programs.”™® We will consider appropriate treatment of any unallocated funds in the future,

B. Support Term

12. We conclude that we will focus the experiments on projects seeking 10 years of recurring
support, rather than proposals for projects seeking one-lime sapport. In the Tech Transitions Order, the
Comimnission set a general framework for rural broadband experiments, The Commission adopted a
support tenmn of “up to ten vears” and indicated that it would accept proposals for one-time or recurring
support.” Subsequently, in April, the Commission adopted a support term of 10 years for the competitive
bidding process in the Connect America Fund Order® One of our primary objectives for these
experiments is to learn how fo structure o competitive bidding process for recurring support. We
therefore conelude that soliciting propusals for projects with the same 10-year term as will be available to
bidders in Phase IT will best inform us regarding the level of interest among potential providers in the
Phase [T competitive bidding process.’ Morcover, permitting entitics to define the length of their support

™ Id. at 1473, para. 112,
# Tech Transitions FNPRM, 29 FCC Red at 1498-99, para. 203,

® The reserve account has a balance of $1,76 billion as of the third quarter of 2014, with $1.54 biltion of those funds
already allocated to Conneet America Phnse [, Tribal Mobility Fund Phase [, and Mobility Fund Phase I Unbversal
Service Administrative Company, Federal Universal Service Support Mechanisms Fund Size Projections for Third
Quaiter 2014, at 9-11 (May 2, 2014),

lttpi/fwww usac.org/abouttools/foc/fTlings/ 201 4/Q3ATSACY%203Q2014% 20 Federal %20 Universal %208 orvice %020
Mechanism®20Quarterly%20Demand%20Filing. pdf.

7 See ARC Mar. 31, 2014 Comnments at 7 (stating that “|gliven the strong interest in the program and great need for
fiber deployment to reach rural citlzens, it makes sense for the Commission to distribute unallocated Connect
America funding rather than continuing to hold those funds in teserve™).

¢ UTC Mar. 31, 2014 Comments st 4 (urging “the Commission to find creative ways to increase the budget for
the roral broadband experiments” and citing as an example “draw[ing] funds from other programs within the
universal service fund in addition to the Conneet Americd Fund”™); VTA Mar. 31, 2014 Comments at 2-3 (suggesting
the Commigsion “draw future recurring support from future Connect Aimerica Funds™),

¥ Tech Transitions Order, 29 FCC Rod at 1476, paras. 124-25.

N Connect America Fund ef al., WC Docket No. 10-90 et al., Repott and Order et al,, FCC 14-54, parag, 35-36 (rel.
June 10, 2014) (Conneet America Fund Order and/or FNPRM),

* See Tech Transitions Order, 28 FCC Red al 1477, para. 126 (coneluding “that providing a longer term of support
in the experiment could provide ug with valuable information regarding how to elicit greater participation in the
Connect America Phase 11 competitive bidding process in price cap (erritorios, which will help ensure that Quding is
targeted sfficiently to expand broddband-capable infrastructure throughout the country™). We disagree with ITTAs
claim “tht it makes litfle sense to distribute the funding on a recurring basis™ if we adopt a budget of $100 milkion,
(continued....)
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terms would add to the complexily of administering the experiments,
C Eligibility
1. Eligible Aveas

13. In the USFACC Transformation FNPRM, we proposed that census blocks should be the
mininmim geographic areas for which support will be provided through the Phase I1 competitive bidding
process, and sought comment on whether using census tracts, bidder-defined groups, or another approach
would best meet the needs of biddars in the competitive bidding process,® A number of commenters
expressed a preference for using the same census blocks that are subject to the offer of model-baged
support for the Phase 11 competitive bidding process.” In the Tech Transitions Order, we concluded that
proposals for roral broadband experiments in price cap territories would be entertained at the census tract
level, with funding provided only for locations in eligible census blocks as determined by the Conneet
America Cost Model.™ We did so because we were concerned that making larger geographic areas, such
as counties, the minimum geographic arga for an experimental proposal potentially could deter
participation in this experiment from smaller providers, Census blocks where the mode! calculated an
average cost that exceeded the likely extremely high-vost threshold were not excluded from eligibility,
allowing applicants to submit proposals fo serve locations in these areas if they determined it was
aconomically feasible to do so with the assurance of support.

14, The rural broadband experiments, in addition to providing robust last-mile broadband
service to consumers in rural communities, will be used to test a potential competitive bidding process for
Phase 11, providing us the opportanity to make any adjustments that may be necessary before full-scale
implementation in Phase 11. Based on our review of the expressions of interest, we now conclude that

(Ceniinued from previous page)
ITTA Mar. 31, 2014 Comments at 3. We find et gauging competitive inlerest in how we intend fo structure Phase
1, even on a smaller scale, will be helpful when making decisions for competitive bidding process.

¥ See USFACC Transformation FNPRM, 26 FCC Red at 18806, para, 1192.

 See, e.g., Comments of the American Cable Association, WC Docket No. 10-90 ét al., at 8 (filed Jan. 18, 2012);
Commenis of CenturyLink, WC Docket No, 10-90 et al., at 12-13 (filed Jan, 18, 2012) (CenturyLink Jan, 18, 2012
Comments); Conments of CTTA-—The Wiraless Association, WC Docket No. 10-90 et al,, at 13 (filed Jan, 18,
2012); Comments of Frontier Corporation, WC Docket No. 10-90 et al., at 14-15 (filed fan, 18, 2012) (Frontier Jan,
18, 2012 Commerits); Comments of the National Cable and Telecommunications Association, WC Docket No, 10-
90 etal,, at 12 (filed Jan. 18, 2012).

M Teeh Transitions Order, 29 FCC Red at 1472, para, 111, In some limited ¢ircumstances, not all of the locations in
a consus block will be eligible for support becsuse the cost per location hag been caleulated on a sub-census-block
bagle, L., a split cengus block. For example, i only part of a block is served by a given price cap carrier, each
carriet”s total costs and cost per location aro caloulated indopendently. Similarly, if'a block is served by multiple
wire centers, the cost assoctated with cach wire center is calulated separately. Finally, if'a block is served by more
than one splitter (node2), the cost is valeulated separstely, This was done to ensure that a block that includes both
low-cost and extremely high-cost locations would nat be eligible for support if those costs averaged over the entire
bloek fall into the range where Phase I support is caleulated. See CostQuest Associates, Ing., Conneel America
Cost Modelr Model Methodology at 16, n.16 (Apr, 11, 2014),

hitp://transition foe, gov/Daily_Releases/Daily_Business/2014/db04 1 7/DOC-326628A1.pdf. The list of eligible
census blocks that the Bureay will rolease will identify the mumber of locations that are eligible for funding in sach
census klock.

3 Tach Transitions Order, 29 FCC Red al 1472, para. 1} [neumbent carriers had argued that the minimum
geographic unil for competitive bidding should be a covaty. See Letter from Jonathan Banks, Sculor Viee President
Law & Policy, USTelecom, 1o Marlere . Dorich, Sceretary, Federal Communications Comimission, WC Docket
No. 10-90 et al. {filled Aug. 29, 2013) (submmilting o White Paper titled: *Connect America Fund Phase II: A
Proposal for a State-and-County-Based Approach to Reverse Auctions for CAF Phase 1T Support™).

% Tech Transitions Order, 20 FCC Red at 1472, para, 111,
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these objectives will best be realized by accepting rural broadband experiment proposals in price cap
areas at both the census tract level and the census block level. We recognize that some parties may be
able to submit cost-effective proposals that would encompass all of the eligible census blocks within a
tract, and we continue to encourage these parties to file such proposals. For entities whose current
operations do not ailow them to design projects on this scale that make business sense, we waive the
requirement to file proposals at the census tract level.” By accepting proposals at the census block level,
we hope to provide greater flexibility to parties and encourage a greater number of entities to participate
in the rural broadband experiments, For example, smaller entities may not be able to serve areas as large
ag census fracts, but would be inferested in submitting proposals for smaller neighborhoods that they may
already be well positioned to serve. Permitting applicants 1o aggregate census blocks themselves, rather
than having to work within the pre-defined framework of census tracts, will encourage greater
participation among these entities, Moreover, this approach provides an opportunity for entities to engage
in an inerémental expansion into neighboring areas, allowing parties to leverage economies of scale to
provide broadband in an efficiont mamner that benefits consumers, Finally, allowing rural broadband
experiment proposals on the census block level will help us determine whether the census block approach
that the Commission proposed to use for the Phase 11 competitive bidding process is administratively
feagible and straightforward for both Commission staff and applicants.

15. Proposals must be for census blocks eligible for funding in the rural broadband
experiments with a cost per location exceeding the Connect America Phase IT funding threshold ($52.50),
but below the extremely high-cost threshold ($207.81), and not served by an unsubsidized competitor
offering voice service and Internet access providing 3 Mbps dewnstream/768 kbps upstream as identified
by the National Broadband Map.”® W require applicants to commit 1o serving the total number of price
cap locations in a given census bloek. For instance, if'a census block has 100 total locations, with 50 of
those locations eligible for funding, an entity must commit to serve 100 locations, with the understanding
(hat the suppoct amount determined by the cost model covers only those 50 eligible locations, BEntities
also may choose to include additional locations in adjacent census blocks where the average cost per
logation exceeds the extremely high-cost threshold if they determine that it is economically feasible to do
s0 with the support they are requesting for the eligible census block,”

16. In the Tech Transiifons FNPRM, the Commission sought comment on whether to allow
applicants fo propose to serve partially-served censug blocks, which are not eligible for the offer of

37 We. do not require these entities to file un individual patition for waiver to avail themselves of this option; rather,
we will sutomatically consider any proposal that dogs notf propose to serve all of the eligible census blocks in g
piven census tract,

*¥ Thus, we will not enterlain proposals to serve census blocks that are shown on the most current version of the
National Broadband Map (data as of June 2013) ag served by cable or fixed wireless providers offering 3 Mbps
downstream aud 768 kbps upstream, For purposes of Connect America Phase IT, the Wireline Competition Bureau
has already reteased a list and also a map detailing the eligible census blocks, with the number of locations eligible
for funding in each block. See Wireling Competition Bureau Commences Connect America Phase I Challenge
Process, WO Dockel Nos, 10-90, 14-83, Pablic Notice, DA 14-942 (Wireling Cowp Bur. rel, June 30, 2014); see
also Federal Communications Cotamisslon, Comnact America Phase IT- Initial Eligible Aveas Map (updated July 7,
2014), http/fwww. fee.govimaps/fee-contect-america-fund-phagse-ii-initial -eligible-areas-map. We direct the
Bureau to telease the amount of siapport deterniined by the model for cach block, as well as a list of extremely ligh-~
cost census blocks and Tribal census blocks eligible for the rural broadband experiments and the number of
locations in each of those blocks, within £5 days of release of this Order,

* Thus, for instance, i $5,000 in Phase | support is available for a particular high-cost census black with 50
eligible locations, while an adjacent extremely high-cost censusg black contains seven extremely high-cost locations,
with five of those locations physically adjacent to the eligible census block, a bidder could bid $5,000 and commit to
serve 55 Jocations (50 locations in the eligible census block and five oul of seven of the localions in the extremely
high-cost block). See infira para. 36
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model-based support to price cap carriers because they are also served by an unsubsidized competitor.*
After reviewing the record, we conclude that the complexity of implementing such an approach would
likely delay implementation of the experiments. As NCTA notes, allowing entities to bid on pattially-
served census blocks would likely substantially increase the challenges of administering the experiments,
given the lack of a reliable source of data-on liroadband availability below the census block level !
Further, CenturyLink observed that allowing partially-served blocks would require the Commission to
adjust model-based support amounts and conduct g challenge process. Because doing so would add
complexity and time, as well as divert Commission attention and resources, we decline to allow
applicants to propose to serve partially-served census blocks, Our foeus for the experiments at this point
is to advance the deployment of next generatlon networks to areas unserved by an unsubsidized
competitor as quickly and efficiently as possible and to understand how the Phase 11 competitive bidding
process should be best fashioned, Allowing applicants to bid on partially-served census blocks would
pose a number of administrative burdens on Commission staff, and the potential obstacles to conducting
sub-census block challenges for those experiments outweigh the marginal benefits,

7. Wo also decide that we will accept rural broadband experiment proposals only from
entities that seek to provide service in price cap territories.” Qver the coming months, we will be focused
on reviewing the record we will shortly receive regarding near term and longer term reforms to develop a
Connect Amevica Fund for rate-of-return carrers, We believe it is prudent to focus our efforts on these
iszues, rather than confronting the many difficult issues associated with the potential implementation of
rural broadband experiments in rate-of-returm areas.

18. The Commission sought comment in the Tech Transitions FNPRM on whether 1o adjust
the offer of support for a Phage 11 state~fevel commitment if rural broadband experiment funding is
awarded prior o the offer of model-based support to price cap carriers.™ A number of commenters
supported this proposal.® We adopt this approach, concluding that it furthers our policy of not providing
duplicative support in u given area. Specifically, once winning bidders are identified, the Wircline
Competition Bureau (Bureau) will remove the relevant census blocks from the list of eligible census
blocks and make additional census blocks available by rajsing the extremely high-cost threshold so as to
maintain the overall the Phase 1 budget.™ We also determine that we will exelude any area funded
through the rural breadband experiments from the Phase 1! competitive bidding process.

19. We vomelude that areas served by compeltitive eligible telecommunications carriers
(BETCs) will be eligible for support in the rural broadband experiments. We note that we received a
number of expressions of interest frorn competitive affiliates of rate-of-relurn carrfers operating out of
region in price cap territories, and we recognize that these carriers may be interested in submitting raral

 Tech Transitions Order, 29 FCC Red at 1303, para. 221,

 Comments of the National Cable and Telecommunications Association, WC Docket No. 10-90 et al., at 4 (filed
Mae, 31, 2014) (NCTA Mar, 31, 2014 Cormments).

" CenturyLink Mar. 31, 2014 Commuents at 8.

¥ Ta the extent that there is a potentinl mismatch between the study area boundaries used by the cost model! to
define the price cap carrier portion of a given cengus bloek and the actual boundaries, we prohibit amy rural
troadband experiment winners {rom building in the portion of the census block that is served by a rate-of-return
inoumbent; experiment funding is only to be used in price cap territories,

M Tech Transitions FNPRM, 29 ECC Red at 1303-04; para. 223,

3 See, e. 2., CenturyLink Mar, 31, 2014 Comments at 9; ITTA Mar. 31, 2014 Comments at 11; USTelecom Mar. 31,
2014 Comments at 11,

W reeh Transiions FNPRM, 29 FCC Red at 1503-04, para, 223 n.348.
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broadhand experiment proposals, alone or in partnership with other entities.” We are interested in
learning the extent of interest among competitive ETCs to provide fixed voice and broadband services to
the home with recurring support, using both wireling and wireless technologies,

20, The Commission hag concluded that competitive ETCs awarded support through the
Phase Il competitive bidding process will cease to recelve legacy phase-down support for those speeific
areas upon recelving their Phase 11 support.”® This rule will apply to participants in the rural broadband
experiments, given the rural broadband experiments represent the first step of implementing a competitive
bidding process (or Phase IT support in price cap lerritories. We believe it is important to implement the
measures that the Commission has aiready adopted for the Phase I compefitive bidding process to the
extent possibie in these experiments,

2. Applicant Iligibility

21. We concluded in the Tech Transitions Order that we would encourage patticipation in
the rural broadband experimants from a wids range of enlities—including competitive logal exchange
carriers, electric utilities, fixed and mobile wireless providers, WISPs, State and regional authorities,
Tribal governments, and partnerships among interested entities.” We were encouraged to see the
diversity in the expressions of interest submified by interested parties. OF the more than 1,000
expressions of interest filed, almost hall were from entities that are not currently ETCs, including electric
wilities, WISPS, and agencies of state, county or local governments,

22. We remind entitias that they need not be ETCs at the time they initially submit their
formal proposals for funding through the rural broadband experiments, but that they nust obtain ETC
designation after being identified as winning bidders for the funding award.™ As stated in the Tech
Tyansitions Order, we expect entities to confirm their ETC status within 90 days of the public notice
announcing the winning bidders selected to receive funding.” Any winning bidder that Fails to notify the
Bureau that it has obtained ETC degignation within the 90 day timeframe will be considered in default
and will not be eligible 1o receive funding lor its proposed rural broadband experiment. Ay funding that
is forfeited in such a manner will not be redistributed to other applicants, We conclude this is necessary
so that we can move forward with the experiments in a timely manner. However, a waiver of this
deadling may be appropriate if a winning bidder is able to demonstrate that it has engaged in good faith to
obtain ETC designation, but has not received approval within the 90-day timeframe.”

23. We sought comment in the Tech Transitions FNPRM on whether to adopt a presumption
(hat if & state faily to zet on an BETC application fromm a selected participant within a specified period of
time, the state lacks jurisdiction over the applicant, and the Commission will address the ETC
application.ﬂ Multiple commenters suppotted this proposal.® We now conclude that, for putposes of

7 See, e.g., Letter from Michag] R. Romano, Senior Viee President, NTCA, to Marlene H. Dottch, Scerctary,
Federal Communications Commission, W Docket No. 1090, at 1 (filed July 1, 2014).

¥ Connect America Fund Order, FCC 14-34, at paras, 53,
¥ Teeh Transitions Ovder, 29 FOC Red at 1474, para. 116.
14, ot 147475, para. 118,

1 1d, See also infra para, 54,

2 See 47 CILR. § 1.3, We expect entities selected for funding to submit their ETC applications to the relevant
Jurisdiclion as soon as possible afler release of the public notice announeing winning bids, and will presume an
entity (o bave shown good faith if it files its ETC application within 15 days of release of the public notice. A
waiver of the 90-day deadline would be appropriate if, for example, if an entity has an ETC application pending with
a state, and the state’s nest meeting at which it would consider the ETC application wilt occur after the 90-day
window.

5 Tech Transitlons FNPRM, 29 FCC Red at 1503, para, 222.
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this experiment, if after 90 days a state has failed to act on a pending ETC application, an entity may
request that the Commission designate it as an BTC, pursaant to section 214(e)(6).” Although we are
confident that states share our desire to work cooperatively to advance broadband, and we expect states to
expeditiously designate qualified entities that have expressed an interest in providing voice and
broadband to consumers in price ¢ap areas within their states, we also recognize the need to adopt
measures that will provide a pathway to obtaining ETC designation in situations where there is a tack of
action by the state.®

3 Three Types of Experiments

24, The $100 milllon budget for the rural broadbend experiments in price cap territories will
be divided into three separate categories: $75 million for projects meeting very high performance
standards; $15 million for projocts meeting specified minimum performance standards that exceed our
ctrrent standards; and $10 million for projects dedicated (o serving extremely high-cost locations. Below,
we outline the performance standards that enfities interested in participating in the rural broadband
expetiments must meet or exceed in order to be considered for fynding in each category.

25, We stated in the Tech Transitions Order that our focus for the rural broadband
experiments was to deploy robust, scalable networks in rural areas not served by an unsubsidized
competitor offering voice service and Inlernet access that delivers 3 Mbps downstream/768 kbps
upstream.”” To test whether providers are willing and able to deliver services with performance
characteristics in excess of the current minimum standacds that price cap carriers nceepting model-based
support are required to offer to all funded locations, we will require all recipients of funding in the rural
broadband experiments to offer, at & mininum, ut least one standalone broadband service plan more
robust that the Commission’s current standard of 4 Mbps downstream/] Mbps upstream to alf locations
within the selected census blocks, with a specific amount of usage at 4 price no higher than the reasonable
comparability benchmarks for voice service and broadband service,™ and that meets defined quality
standavds. The extent s which parties file formal proposals committing to meet these standards in the
rural broadband experiments might provide information relevant for the decisions we expect to make in
the coming months yegarding proposals set forth in the Connect America Fund FNPRM.,

26. Given the nmumber of providers that submitted expressions of interest for projects of

‘gContinued from previous page)
M See, g, ACA Mar. 31, 2014 Comments at 9; LREC Mar. 28, 2014 Comments at 5; UTC Mar, 31, 2014
Comments at 9.

 See 47 US.C. § 214(e)(6).
" See Connect dmerica Fund FNPRM, FCC 14-54, at paras, 182-83,
* Toch Transitions Order, 29 FOC Red at 1473, para. 113,

*8 Connect America Fund FNPRM, FCC 14-34, al paras, 138152, The current reasonuble comparability benchmarlk
for standalone fixed voive services is $46,96, See Wireline Competition Bureau Announces Results of Urban Rare
Survey for Volve Services; Seeks Contment on Petition for Extenston of Time to Comply with New Rate Floor, WC
Docket No. 10-90, Public Notice, DA 14-384 (Wireline Comp. Bur. rel. Mar. 20, 2014). The Bureau has proposed a
meéthodology for a reasonable comparability benehmark for stendalone fixed. broadband services that deliver 10
Mbyps downstream/1 Mbps upstream af a price ranging from $74,63 o0 $77.99, depending on ugage. Under an
alternative approsch, the benchmark for standalone broadbend services delivering 10 Mbps/L Mbys, ircespective of
usage, would be $84,15. See Wireline Competition Bureau Arnounces Posiing of Broudbawd Data from Urban Rale
Survey and Seeks Comment on Caleuwlation of Reasonable Comparability Benchmark for Broadband Services, WC
Docket No, 10-90, Public Notice, DA 14-944 (Wireline Comp, Bur, rel, June 30, 2014). The Bureau expects fo
adopt the reasonable comparability benchmark for fixed broadband serviees in the coming months; for purposes of
the rural broadband experiments, we establisli an fnterim presumption for 10 Mbps downstream/! Mbps upsiream
sorviee that an entity can charge no more than $85 for fixed broadband service, pending adaption of & final
benclunark, We expect that usage would be available in both peak and nen-peak hours. Participants in Phase 1] are
free to offer bundied service offerings in addition to the required standalone offerings.

1
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significant size to deploy fiber fo the premises, and o ensure that our budgel permits the selection of
several such projects to ensute diversity, we make the largest amount of funding—3$75 million—available
for projects seeking to meet very high performance standards. These projects must propose to deploy a
network capable of delivering 100 Mbps downstream/25 Mbps upstream, while offering at least one
service plan that provides 25 Mbps downstream/5 Mbps upstream to all locations within the selected
census blocks.” Recipients must provide usage and pricing that ig reasonably comparable to usage and
pricing available for comparable wireline offerings (L.e., those with similar speeds) in urban areas, and
latency no greater than 100 milliseconds (ms),

27, Weo will make $15 million available for projects where the provider would offer at least
one service plan fhat prevides 10 Mbps downstream/] Mbps upstream to all locations within the selected
census blocks, This service plan also must offer at least & 100 GB usage allowance, no more than 100 ms
of latency, and ineet the reasonable comparability beachimarks for the pricing of voice and broadband.

28. We also are interested in learning more about the extent of provider interest in serving
axtremely high-cosl census blocks, as delined by the Connect America Cost Model. We will make $10
million available for projects exclusively in such areas that propose to offer services delivering 10 Mbps
downstreany/] Mbops upstrean, with 100 GB of usage and a price that meets our reasonable comparability
benchmarks. Projects seeking funding in this category must propose to serve all the locations within the
extremely high-cost block or blocks en which the applicant bids.” These projects also must propose to
serve only extromoly high-cost cenrsus blocks; 4 project will not become eligible for this category if it
proposes to serve one exiremely high-cost census block as part of a larger project to serve other eligible
census blocks, We expect to receive a number of creative proposals that will inform us as to the types of
technologies that entilies can most efficiently deploy to serve extremely Ligh-cost areas, while still
meeting the propoged minimom performance standards. For example, we hope to learn more about
inferest in the deploymesnt of various {ixed wireless solutions, including broadband services using TV
white space and/or hybrid sofutions that combine fiber and fixed wireless technologies to offer broadband
services ih exfremely high-cost arcas.

29. Satellite providers that are interested in serving extremely high-cost locations may submit
proposals for parficipation in the rural broadband experiments. We recognize, however, that these
providers may not be able to satisty the 100 ms latency standard that we establish for the other two
groups. Therefore, we will use other metries for voice quality in the context of these experiments.
Specifically, any winning satellite provider may satisfy our requirements for quality of voice service by
demanstrating it can provide voies service that meets a Mean Opinion Score (MOS) of four or greater.

D, Selection Methodology and Bidding Process
1. Selection Criteria

30. In the Tech Transitions NPRM, the Coramission sought comment on four types of
selection criterion for the rural broadband experitnenis and proposed that cost-¢ffectiveness should be the
primary eritetia in evaluating which applications to select.”' The Commission noted that one potential
measure of cost-effectiveness is whether the applicant proposes to serve an area for an amount less than
model-based support.

31, RBasad on further consideration and owr review of the record, we conclude that we should

¥ T{an entity determines it i ecoriomiically feasible for it to serve locations in extremely high-cost census blocks in
addition to locations in fanded census blocks, it will be subject to the same serviee requirements in those extremely
higl-cost census blocks. See infra para. 36,

8 Roir purposes of the rural broadband experiments, only census blocks where all price cap locations are extremely
ligh-cost will be cligible in this third catogory,

81 Toch Transidons FNPRM, 29 FCC Red at 1501, parag. 213-16.
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select winning bidders based or objective measures of cost-effectiveness, rather than using a more
complicated scheme of weighting or scoting applicationg on mulfiple dimensions. Because we have
structured our selection process to choose experiments from three separate categories, we expect to select
a diversity of projects in terms of geography and technologies. Recognizing unique challenges in serving
Tribal lands, we provide a bidding credit for entities that propose projects that will serve only Tribal
gensus blocks, which will have the effect of making such. projects more cost-effective relative to
propossls from other entities. Rather than using subjective criteria to evaluate the financial and technical
qualifications of each applicant before selection, we require selected applicants to submit additional
information demonstratiog that they have the technical and financial qualifications to successfully
complete their proposed projects within the required timeframes.

32 We conclode that we should use cost-efTectiveness to select applications, and we will
calcevlate this measre in two ways for different categories of applications. As detailed below, for those
applications proposing to serve census blocks identified by the Connect America Cost Model as ¢ligible
for Phase [I support, we will compare requested amounts to nodel-based support amounts, For
applications proposing (o servg only census blocks the model identifies as “extremely high-cost,” for
whicl thers is no model-determined level of support, we will select applications based on the lowest-cost
per location.”? We find that using these objective, straightforward, and easily measurable criteria will best
meet gur goals to efliciently distribule support in these experiments and to test on a limited scale a
competitive bidding process that can be imiplemented quickly to inform our decisions regarding how to
design the Phase 1l competitive bidding mechanism, We sought comment in the Tech Transitions
FNPRM on ways fo leverage non-Federal governmental sources of funding, but the record was
ingufficient for us to determine how best {o implement measures that would create incentives {or non-
Federal governmental entities o assist in advancing universal service, We seck more focused comment in
the attached FNPRM on the uss of bidding credits in the Phase I competitive bidding process that will
aceur after the offer of model-basad support to price cap carviers.

33, Many commenters agree that cost-eitectiveness should be the primary, or even only,
criterion in evaluating which applications (o select, although some commenters advocate for an approach
that would select winning bidders based on the lowest cost per location without comparison to model-
based support.™ We conclude that we should use cost-effectiveness — defined as requested dollars per
location divided by model-based support per location — to select applications in categoties one and two.
We recognize that we could potentially extend the availability of broadband~capable networks to more
locations if we were to use only lowest-cost per location 1o select projects in all three groups. In addition
{0 using our Hmited budget for these rural broadband experiments efficiently, however, we also hope to
select projects in a variety of geographic arcas. Using lowest-vost alone would likely result in selesting
proposals for experiments with similar cost characteristics — specifically, those areas that just barely meet
the threshold for being “high-cost.” By selecting winning bidders based on the ratio of requested support
o gupport caleulated by the cost medel, we expect to award funding to projects in arcas with varying cost
profiles, with greater geographic diversity, which will be informative to our consideration of the impact of
technology (ransitions in different parts of the country. Moreover, comparing the amounts bid to the
model-determined support will enable vs to test the use of the cost model for purposes of seiting reserve
prices for future fmplementation of the Phase 1T competitive bidding process.

® As discussed below, proposals in categorics one and two may include locations in census blocks with costs above
the extremely high-cost threshold, althouglh no additional suppart would be provided to serve these locations. See
infra pate, 36,

% See, e.g., USTelecom Mar, 31, 2014 Comments at -3 (srguing that rural broadband experiments should be
evaluated solely an cost-effectivencss); Comments of the Competitive Casriers Association, WC Docket No. 10-90,
at 7 (filed Mar. 31, 2014) (agreeing that cost-gffectivensss should be primary);, Atlantie Tele-Network Mar, 31, 2014
Commenis &t 3; FITH Council Americas Mar, 31, 2004 Comments at 5 Comments ol SPETwSPOTS, Inc, WC
Docket No, 10-90, at 4 (filed Mar, 31, 2014): NCTA Mar. 31, 2014 Comments at 8-9.
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34, Some commeniers suggest that we should measure cost-effectiveness in relation to
broadband speeds.”* We vonclude that the approach we adopt today, however — setting aside the largest
portion of our budget for those projects proposing to meet very high performance standards — is a more
straightforward method of encouraging the deployment of robust, scalable networks in areas that would
be eligible for Phase 1T support and testing the extent of interest in deploying such networks in these
areas. Directly including robustness as a selection criterion would increage the complexity of the
competitive idding process by requiring the Commission to determine how much of o bidding credit
should be provided for proposals offering service at different speeds.

35, Forpurposes of evaluating cost-effectiveness in comparison to the model, among
applicants in each of the first two experiment categoties, we will caleulate the ratio of requested support
per location to model-based support per location in the census blocks the applicant proposes (o serve.
First, we will divide the total amount of support reguested for each proposal by ten 50 we can compare
proposals i annual model-based support amounts, Then we will caleulate each proposal’s requested
support per location and divids that rumber by the model-hased support per logation.”” Using these
ratios, we will rank the proposals from the Iowest to highest in each category —- where the lowest ratio
indicates the greatest cost-effectiveness — and select those projects with the lowest ratio within the $75
million budt%et for the first category of projects, and within the $15 million budget for the second category
of projeots.

36. As discussed above, support recipients are required to offer the requisite service to the
total number of locations in the census blocks that they propose to serve, but may choose to add some
locations in adjacent census blocks with costs above the extremely high-cost threshold. We anticipate
that there may be areas in which a provider can cost-effectively provide service in extremely high-cost
census blocks that are adjacent to funded census blocks. To encourage entities to do so, we will permit
applicants that commit W serve locations in extremely high-cost census blocks (which receive no model-
based support) to add these focations to the caleulation of their requested support per location for the
project.”” The effect of including these extremely high-cost locations would be to lower the support per
location of the praject and improve the averall cost-offectiveness,

37. For purposes of evaluating proposals in category three, we will calculate the cost per
location, and rank these applications on a dollar requested per location basis, from lowest to highest,. We

b See, e, BARC Mar, 31, 2014 Comments »t 3; LREC Mar, 28, 2014 Comments at 3; UTC Mar, 31, 2014
Comments at 5-6.

5 Bach proposal’s requested support per location will be determined by dividing the total requested support by the
number of funded lacations within the census blocks (and in the cage of split census blocks, also the extremely high-
cost tocations within the census blocks) the entity proposes to serve, even if the proposal includes census blocks
where the total nrumber of Jocations iz greater, See supra para, 15,

% T the event we do not exhavst fhe entive $75 million budget for the first eategory due to per project or per entity

fonding limits, or insufficient amounts remaining in the budget to fund the next ranked project, we will not roll over
any unused Funds to the second category. Similarly, we will not roll over any unused funding in the second category
to the third category.

5 See supra 1,60 (limiting eligibility of extremely high-cost census blocks to those blocks where all locations are

extrémely high-cost).

% The cost per location will be lower if the project’s cost does not increase significantly to serve those locations
aver the extremely high-cost threshold, and the requested support per location will be fower as well, For example,
agsume (he cost model estimates the anmual support available to serve 100 funded locations is 310,000, i.e., $100 per
location per year. Bidder A proposes serving those 100 funded locations for $9,000, or $90 per focation, This
soores a 0.9 (=$80/$100). Bidder B alsc proposes to serve the 100 funded locations but additionally will serve 10
extremely hiph-cost locations In ap acjacent census block. Bidder B requests $9,000 o serve these 110 locations,
vesulling in $80.18 per location, for a score of 0.818 (=$80.18/5100),
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will select projects based on the lowest cost per location, until the budget is exhausted,® Parties that
submit proposals for both category one or two along with a proposal for category three may identify their
category three proposal as contingent on their being 4 winning bidder for a category one or two proposal.
Tn that case, a party that would otherwise be selected in category three based on its cost-effectiveness
score, but that Tails to win for a category one or two proposal, would not win; instead, the next most cost-
effective proposal in category three would be selected,

38, No census block will veceive support from more than one proposal. Accordingly, once a
proposal has been selected, any other proposals that would cover any of the censug blocks in the selected
proposals will no longer be eligible. We do not anficipate that our evaluation criteria will result in ties
among winners, but if two or more applications result in identical rankings of cost-effectiveness, we will
gelect the project that proposes to serve the most locations il the budget would not permit funding all the
tied ptoposals. If more than one tied propesal includes the same census block, we would select the
project that propeses 10 serve the mest lecations. T the unlikely ¢vent that tied and overlapping proposals
serve the identical number of locations, we will select the supported project randomly,

2. Measures fo Ensure Diversity of Projects

39. Given our interest in testing how a variety of entities use Connect America funds in
varigus geographie loeations, and deploy different types of technologics, we find that it will be
advantageous to award support to a diverse group of projects within the $100 million budget,™ Below,
we adopt certain measures that aim to ensure that the projects funded through the rural broadband
experiments bring robust broadband networks to the widest range of price cap areas possible.

40. Funding Limits, There has been a wide variety in the funding amounts requested by
interested entities.” To preclude one entity or one project from exhausting the entire budget, we place
limits on the amount of funding that cach project-and ¢ach entity can receive. With these limits, we
balance our interest in permitting nudtiple projects and entities to receive funding, with our interest in |
learning from projects that request varying levels of support. By adopting these per project and per entity
limits and deciding to award support based on cost-effectiveness compared to the model determined
support, we expect that the projects that ultimately win support will be geographically diverse.

41. First, we adopt project limits for each experiment category we adopt above to ensure that
we award support to multiple projects within each category, We place a limit of $20 million per project
for those projects submitted to the very high performance standards category, a Limit of $7.5 million per
project for those projects submitted to the minimum performance standards category, and a limit of $5
million per project for those projects subimitted to the extremely high-cost areas category. We choose
thegs munbers to ensuce that we are able to select at Izast two projects in each category, to provide greater
diversity,

“The Commission songht comment on whether (o limit the support available in areas where the averge cost per
location is higher than the extremely-high-cost threshold to the amount per location equal to that the extremely high-
cost threshold, Tech Transitlons NPRM, 29 FCC Red at 1502, para, 220. While we decline (o adopt a hard cap for
purposes of these experiments, we reserve the right not 1o select any projects that significantly exceed that threshold.

" See ACA Mar. 31, 2014 Comments, at 3-4 (suggesting that 25 experiments would be reasonable to administer and
“determine the value of new deployment models for robust, scalable broadband networks™); FTTH Council Mar, 31,
2014 Comments, at 4-5 (suggesting that 20 to 30 experiments are “reasonable to administer and will provide a
gufficient sarnple sfae to test a wide array of business models in areas reflecting a real diversity of geographic and
demographic characteristics™).

™ Sew Iederal Communications Commission, Rural Broadband Experiments (updated as of Apr. 25, 2014),
httpriwww. foe.govieneyclopedia/miral-broadband-ex pertments.
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42, Second, we adopt an overall limit of $20 million per entity, including its affiliates,”™
Each entity and its affiliates will be precluded from being awarded more than $20 million in support
across all three experiment categories.” This limit also applies in sitvations where an entity is in more
than one consortium.™

43, Servicedo Tribal Lands. In the Tech Transitions FNPRM, we sought comment on
inchuding as a selgction criterion whether applicants propose to offer high-capacity connectivity fo Tribal
lands.” Rather than a separate selection griterion that we would have to measure against cost-
affectivensss, we now conclude thal using a bidding credit is more consistent with the type of objective
selection criferia we are adopting for the experiments and the Commission’s precedent.” This is
congistent with our Connect America Fund FNPRM, which sought comment on using bidding credits for
service to Tribal lands.”

44, For the purposes of the rural broadband experiments, we adopt a 25-percent credit for
those seeking support for proposed experiments that serve only Tribal census blocks, The credit will
effectively reduce the bid amount of qualifying experiments by 25 percent for purpose of comparing il to
other bids, thus increasing the likelihood that experiments serving Tribal blocks will receive funding,
This credit will be available with respect to eligible census blocks located within the geographic area
defined by the boundaries of the Tribal land. As noted above, we direct the Bursau to release the list of
census blocks that will be eligible for this credit in the rural broadband experiments within 15 days of
releasing this Order,”™ Because we are focused on swiftly implementing these experiments, we will not
entertain any proposals to modify this lst.

3. Mechanies ol the Bidding Process

45, Te participate in the rural broadband experiments, entities must submit a formal
application to the Commission.” The formal application must be submitted no later than 90 days from

" An affiliate-is defined as a person that (divectly or indirectly) owns or controls, is owned or controlled by, or is
under commeon ownership or control with, another person, The term “own” means to own an equity interest (or the
equivalent thereof) of more than 10 percent. Person is defined to include an individual, partnership, association,
juint-stock company, trust, or corporalion. 47 U.S.C. §§ 133(2), (39).

 For example, if an entity is awarded $18 million in the very high performance standards category, that entity and
any of its affiliates would be precluded from: winning support for another project that exceeds $2 miltion, regardless
ol whether the gecond project was also submifted in the very high performance standards category, or was submitted
in category two or three,

™ For example, if an entity that is part of consortium A wins $15 million in support for its project because it is one

of the most cost-ellective projects, and thal eatity is afso part of consortinm B (with an enlirely different group of
entities than consortium A) tha! subumitted & less cost-effective project that requests $10 million in support,
consortinm B would be precluded from winning becauss othierwise the entity that is in both consortia would exceed
the $20 million limit,

7 Tech Transitions FNPRM, 29 FCC Red at 1501, pars. 216.

™ See USFACC Transformation Order, 26 FCC Red at 17807, para. 430; Tribal Mobility Fund Phase [ Auction
Rescheduled for Dec, 19, 2013; Notice and Filing Requirements and Other Procedures for Auction 902, A1) Docket
No. 13-53, Public Notlee, 28 FCC Red at 11628, 11664, paras. 115-19 (Wireless Tel, Bur, and Wireline Comp. Bur,
2013) (Tribal Mobility Fund Phase | Aucidon Procedures Public Notice).

" Connect America Fund FNPRM, FCC 14-54, at para. 232
7 See supra note 38.

* We expect the Wireline Compeiition Bureay will fmplament a process for electronic submission of the formal
applications similar w what was used for the Mobility Fund anctions,
PP Y
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the release of the Order™ As patt of this formal application, entities will be required to submit
confidential bids requesting a certain amount of support to serve specified census blocks, Additionally,
entities will be required to provide information regarding any agreements or joint bidding arrangements
with other parties, disclose any ownership interssts in or by Commission-regulated companies, declare
whether their project will serve only Tribal census blocks; submit a proposal containing basic information
that would be informative to the genecral public and will be released publicly onty if they win support, and
certifly that they meet certain threshold requirementy, including being in compliance with all the statutory
and regulatery requirements and being financially and techiically capable of meeting the required public
interest obligations in each area they seek support.”!

46. We require all entities submitting proposals to utilize a FCC Registration Number (FRN)
1o ensure that each application has a vnique identifier, Any entity that currently does not have a TRN
must first register with the Commission’s “Commission Registration Systern” (CORES), upon which it
will be assigned a FRN, Tn the case of muliiple entitics forming a partnership to submit a single bid, we
require only one entity in the partnership to be registered with a FRN.

47, Bntities must specily the type of project for which they are submitting a proposal (i.e.,
very high performance, minimum performance, or extremely high-cost), Entities may choose to submit
multiple proposals in the same category, as well ag different proposals in multiple categories. However,
th determining who is the winning bidder for funding in each category, proposals will only be compared
1o proposals in the same category, L.e., a proposal to serve census blocks with very high performance
service will only be compared against other proposals in that category if the applicant chose not to submit
the proposal in another category. Proposals that do not meet the criteria for selection i one category will
not be autormatically considered {n another group, For exampls, if an entity proposes {o serve certain
census blocks with very high performance service, but is not a winning bidder for funding in that
category, that project will not be considered for funding in the minimum performance category, even if it
might be a winning bidder for that category.

43, Entities must provide the census block Is for each census block they propose to serve,
the nuthber of funded locations and extremely high-cost locatlons in each of those blocks, and the total
amount of suppott they request.™ We note that, even if an entity is proposing to serve the entire census
fract, it must list the 1Ds of all the census blocks within that tract. As noted above, the Burean will release
the list of eligible census blocks, the associated number of locations cligible for funding in each block,
and the associated amount of support by block. The amount of funding made available for any
experiment will not exceed the amount of model-calculated support for the given geographic area,™
Applications with. a total request for funding that exceeds the model-based support calculation will not be
congidered. Therefore, we sxpect entities to consult the list released by the Bureau to ensure that bids on
any group of census blocks do not exceed the amount of suppoit calculated by the model to serve those

¥ The contents of the formal application are subjest to approval by the Office of Management and Budget under the
Paperwork Reduction Act (PRA), We delegate authority to the Bureau to adjust this deadline as necessary to be
conststent with the-timing of PRA requiremenis,

81 Any entity propesing to serve Tribal land argas must demonstrate thoy have meaningfully engaged the Tribal
government(s) in the areay they plan to serve. See, e.g., USFACC Transformation Order, 26 FCC Red at 1782224,
17858, 17868-69, af paras.-489-92, 604, 636-37 (adopting and describing the Tribal Engagement Obligation).

% As discussed above, entities may inglude in their proposals locations within extremely high-cost census blocks if
they delermine it i3 economically feasible to serve these locations with the amount of support requested. See supra
para. 36. These entities must alse include the census block TDs of those extremely high-cost census blocks, as well
ag the umber of locations thay are proposing Lo serve, We remind entities that the support requested musi not
exceed the model-determined support for the funded census blocks they are also propesing to serve, even if they
choose to scrve lovations in extremely high-cost census blocks.

B Tech Transitions FNPRM, 29 FCC Red at 1502, para. 220
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census blocks,

49, The formal proposal should include background information on the applicant and its
qualifications to provide voice and broadband service; a description of the proposed project, service area,
planned voice and broadband service offerings, and technology to be nsed; and ihe number of locations,
including commuiity anchor institutions, within the project area,™ As we noted In the Tech Transitions
Order, rural areas arg home [0 & higher proportion of low-income Americans,® We seek to learn how
providers intend to serve low-income consumers if they receive rural broadband experiment support.
Thas, the formal proposal should include a description of what Lifeline services the applicant intends to
offer if awarded support,*® whether it will have a broadband offering for low-income consumers,” and
whether g will permit qualifying consumers to apply the Lifeline discount to bundled voice and data
services,

50, The information in the formal proposal will not be used to select winning bidders; as
discussed above, winning bidders will be selected solely on their numerical score, All bids for the rural
broadband experinients will be considered confidential, and bidders should not disclose their bids to other
bidders. However, once the Burcau has issued a public nofice listing the winning bidders, the winning
bidders® proposals will be released to the public, We conclude that making the winning bidders’
proposals public will provide an increased level of transparency and enable parties outside the process to
hold winning bidders publicly accountable for not fulfilling the requirements of the experiments.
However, all other proposals will remain confidential, pending the completion of the Phase Il competitive
bidding process, in order to prevent these proposals from affecting a potential bidder’s behavior in the
Phase Il competitive bidding process.

4, Post-Sclection Review

31 The Bureau will issue a public notice identifying the winning bidders, as specified above,
that may be authorized 1o receive support and the list of census blocks included in their proposed projects,
which are presumptively unserved by an unsubsidized competitor, As the Commission determined in the
Tech Transitions Order, the Burcau then will conduet a challenge process similar to the process it used
for determining eligible areas for model-based support.” To the extent that a challenge is granted in

1

" 1n the Connect dmerica Fund FNPRM, we sought comument on whether we should exclude from the offer of
madel-based support areas in which we recetve well-doveloped formal proposals. Connect dmerica Fund FNPRM,
FCC 14-54, at paras. 220-23. We do not prejudge here whether we may adopt such an approach.

8 Tech Transitions Order, 29 FCC Red at 1464, para, 88,

¥ We note that all ETCs are required to offer Lifeline services to qualifying low income consumers throughout their
designated service arens. 47 C.F.R. § 54.405,

¥ 1 the Tech Transiiions FNPRM, we sought comment on requiring recipients of the rural broadband experiments
to offor discounted broadband services to low-ingome customers. Tech Transiclons FNPRM, 29 FCC Red at 1503,
para. 222. Recipients of support should offer u discounted broadband plan to low-income households, but we
decline to mandate spegific reguirements for such plans, Rather, the experiments will be an additional learning
opportunity to gather more information about the types of low-cost broadband offerings that providers receiving
suppart to extend broadband are willing to offer to low-income households.

% See 47 CF.R. 54.401(b) (permitting ETCs to allow qualifying consumers to apply the Lifeline discount to voice
and data bundles),
¥ See Tech Transifions Order, 29 FCC Red at 1473, para. 113, The Commission reasoned that it would not be

efficient to conduet a challengs to the eligibilily of census blocks within a census tract when formal proposals ate
initially submitted, which could place a burden on cutside parties and Commission staff. fd.
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whole or in patt, funding for those locations will be adjusted proportionately,”

52, Techunical and Financial Review, The Bureau will determine whether each selected
applicant has demenstrated that it has the technical and. financial qualifications to successtully complete
the proposed projoct within the regiired timeftames and is in compliance with all statutory and regulatory
1equis ements for the universal service support that the applicant seeks, Commisgsion staff will perform a
review to ensure that the selected applicants meet our expectations for technical and financial capability
to conduct an experiment before any support is provided.

53. The Commission has recognized network sccurity as an imperative in technology
transitions.”’ For broadband networks across the nation to be considered advanced, robust, and scalable,
they must also be secure and resilient in the face of rapidly evolving eybersecurity threats. Here, we seek
to promote the sustainability of rural broadband through early planning to incorporate effective
cybergecurity risk management measures, We commiit to support entities selected lor these rural
broadband experiments with training resovrces and guidance to that end. Ingorporating adequate security
early in the desigh and throughout the deployment of broadband networks is more effective than
addressing security problems refrospec ‘ively, and ultimately lowers costs by hardening networks against
preventable outages and catastrophic fatlures that could threaten the viability of smaller and/or new
rarket entrants in rural broadband.”* Small providers in diverse service areas play a key role because any
point of weakness in today’s inferconnected broadband ecosystemn may introduce risk into the entire
network of interconnected service providers. Security improvements reduce risk to all interconnected
service providers, their customers and the nation ag a whole, The support that the Commission commits
in this Order to provide to selécted applicants is limited fo sharing information and resources regarding
cybersecyrity risk management meagures that the selected applicants may find beneficial as they plan
their deployments; No applicant will be required to make changes to its network design or infrastructure
bagsed on such mensures, nor will any applicant be rejected for not addressing eyber risk management best
practices in its praposal, The Commission’s engagement with selected entities should help inform
CSRIC s ougoing efforts to remove cybersecurity barriers for small companies competing in the
broadband services market, but the Commission will not share any applicant’s proprietary or sensitive
information related to cybersecurity, or any cybersecurity information that would identify the appticant,
with CSRIC or ather companies or government agencies,”

54, Within [0 business days of public notice of winning bidders, we require all winning
bidders to provide the most recent three consecutive years of audited financial statements, including
balance sheets, net income, and cagh flow, and to submit a description of the technology and system
design used to deliver voice and broadband service, including a network diagram, which must be certitied
by a professional engineer. Winning bidders proposing to use wireless technologies also must provide a
description of spectrum access in the areas for which the applicant secks support. Within 60 days of
public notice of winning bidders, wo require all winging bidders to submit a letter from an acceptable

% For example, if o challenger establishes that one census block in a project actually is served and that census block
would be eligible for one tonth of the tetal model-baged support for the ptopmcd areas, the requested support would
be reduged by one tenth,

9 See Tech Transitions Order, 29 FCC Red at 1448, para, 43 (observing that “In]etwork security must be
maintained in experintents and as technologics evolve™).

" The Commission has a history of working collaboratively with providers of all sizes to encourage the
development sud implication of sound eybersecurily practices, mosi notably through mulii-stakeholder bodies such
a3 the Comumunications Security, Reliability and Interoperability Council (CSRIC) and the Technological Advisory
Couneil (TAC), and alsp was a key participant in the development of the Framework for Tmproving Critical
Infrastructuore Cybersecurity related by the Natiowal Institute of Standards and Technology in Febroary 2014,

% This would not preclude (he Commission frum sharing information, however, as required for law enforcement or
national szeurity purposes or otherwise required by Federal law,
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bank committing to issue an irrevocable stand-by original letter of credit (LOC) to that entity.” Finally,
each selected applicant is required to provide within 90 days of public notice of winning bidders
appropriate documentation of its ETC designation In all the areag for which it will receive support and
cerlify that the information submitted is accurate.” Once the Bureau has determined that the enfity is
financially and technically qualified to receive experiment support and that the LOC commitment letter is
sufficient, it will releage a public notice stating that the entity is ready to be anthorized for support.
Within 10 business days of this public notice, we require that the winning bidder submit an irrevocable
stand-by original LOC that has been issued and signed by the issuing bank along with the opinion letter
from legal counseal that we describe below. Once the Universal Service Administrative Company
(USAC) has verified the sufficiency of the LOC and the opinion letter, the Bureau will issue a public
notice authorizing the entity to receive its first disbursement.

53, Requiremtents for Lefiers of Credit, We require a winning bidder to secure an irrevocable
stand-by original TOC for its winning project before support will be disbursed.” Qur deciston to require
entities 1o obtain a LOC is consistent with the requirements we have adopted for other competitive
bidding processes we have conducted to distribuie Conneet Americn funds, where both existing providers
and new entrants wers required to obtain LOCs.” The LOC must be issued in substantially the same
form as set forth in the model LOC provided in Appendix A of this Order, by a bank that is acceptablo to
the Commission.”® As explained below, if an entity fails to meet the terins and conditions of the rural
breadband experiments after it begins receiving support, including the build-out milestones and
performanes obligations we adopt In this Order, and fails to cure within the requisite time period,” the
Bureau will issue a letter evideneing the failure and declaving a default, which letter, when aftached by
USAC (o a LOC draw certificale, shail be sufficient for a draw on the LOC (o recover all support that has
been dishursed to the entity,'™ Onoe the recipient’s support term has ended, the LOC must remain open
and renewaed to secure the amount of support disbursed for 120 days to allow time to validate that the
rural broadband experiment recipients have met the experiment’s public service obligations and build-out
milestones.

56.  As the Commission found when it established Mobility Fund Phase 1,'"' LOCs are an
effective means of secuting our financial comunitment to provide Connect America support. LOCs permit
the Commission to protect the tntegrity of vniversal service funds that have been disbursed and

% The commitment letter will at & minimum provide the dollar amount of the LOC and the issuing bank’s agreement
to follow the tarms and conditions of the Cemmission’s model LOC, found in Appendix A. The requirements that a
bank must meet to be deemed acoeptable are described below,

% As discussed above, & winning bidder may file a petition for waiver for this 90-day deadline pursuant to section
1.3 of the Commission’s rules if it believes that it will be unable to obtain an BTC designation within tlis 90-day
timeframe due to circumstances outside its control. See supra Scetion I1.C.2. See also 47 CFR. § 1.3, We
delegate authority to the Wireline Competition Bureau to act on any such waivers,

% The Commission sought comment on requiring all recipients of Conneet America Fund support to post financial
seeurtty as a condition of receiving support from the Fund, specifically an irrevocable stend-by LOC, USFACC
Transformation Order, 26 FCC Red at 18066468, paras, 1103-16.

Y See USFACC Transformation Order, 26 FCC Red at 17810-12, paras, 444-51; Tribal Mobility Fund Phase |
Auction Procedures Public Notlee, 28 FCC Red at 11680, para. 187,

* See infra Appendix A, The rules we adopt today provide specific requirements for a bank to be acceptuble to the
Commission to issue the LOC, Those reguirements vary for U.S, banks and non-1).5. banks.

% See infra Sections ILE.L. See also supra Section 111,C.3;

W0 See infra Section IILF. While such letter mey not foreclose an appeal or challenge by the recipient, it will not
prevent a draw on the LOC.

WOV USEACC Transformation Order, 26 FCC Red at 17810-12, para. 444-51.
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immediately reclaim suppotl that has been provided in the svent that the recipient is not using those funds
in-accordance with the Commission’s rules and requirements to further the abjectives of universal service.
Moreover, LOCs have the added sdvaatage of minimizing the possibility that the support becomes
property of a recipient’s bankruptey estite for an extended period of time, thereby preventing the funds
from being used prompily to accomplish our goals.'™ These concerns are relevant to both new entrants
and established providers.

37. While our existing accountability measures help ensure that Connect America funds are
being used to deploy or sustain broadband and voice-capable networks,'™ we conclude that additional
rieasures are necessary to pretect the ability of the Commission to recover support from parties that fail to
perform. The Comtnission required winners of the Mobllity Fund Phase 1 and Tribal Mobility Phase |
auctions to obtain LOCs, and we see no reason to depart from this practice for the roral broadband
axperiments.'® We contirue to view them as beneficial and our experience has shown that winning
bidders are able to obtain LOCs,

38. LOC Opinion Letter. Consistent with our requirements for Mobility Fund Phase I and
Tribal Mobility Fund Phase I, wirming bidders must also submit with their LOCs an opinion igtter from
legal counsel,'® That opinion lefter must clearly state, subject only to customary assumptions,
limitations, and qualifications, that in a proceeding under the Bankruptey Code, the bankruptey court
would not treat the LOC or proceeds of the LOC as property of the account party’s bankrupicy estate, or
the bankruptey estate of any other ryral broadband experiment recipient-related entity requesting issuance
of the LOC under section 541 of the Bankruptey Code. "%

192 Ag the Commission noted in the USFACC Transformation Order, m a proper draw upon a LOC, the issuer
honors a draft under the LOC from its own assets and not from the assets of the debtor who eaused ihe 1.OC to be
fssued, Thus, absont exfreme circumstances such as fraud, neither the LOC nor the finds drawn down under it dre
subjeet to the automatic stay provided by the Bankruptey Code. See id. at 17812, para. 450 {citing 11 U.S.C. § 541
and Keilog v. Blue Quall Erergy, Inc., 831 F.2d 386, 389 (5th Cir, 1987)).

"% When the Commission proposed requiring L.OCs for Connect America recipients generally, a number of
cotumenters suggested that the Commission already hag aderuate safeguards in place by requiring carviers to receive
BTC designation, requiring carriers to meet reporting obligations, or through ovr general forfetture powers, See,
e.i., Comments of Adtran, Tng., WC Docket No, 10-90 et 4l, at 18 (liled Jan. 18, 2012) (Adtran Jan. 18, 2012
Comments); Commonts of ITTA, W Docket No. 10-90 et al,, at 11-13 (filed Jan, 18,2012) {ITTA Jan. 18, 2012
Comments); Reply Convments of GVNW Conselting, Tne., WC Docket No, 10-90 ¢t al., at 7 ({ited Feb, 17, 2012),
None of these measures, however, guarantee that the Commission will be able to recover past support disbursements
frorm a defaulling recipient. Other commenters encouraged the Commission to adopt alternative methods of
securing Connect America funds, such as performance bonds, field inspeciions, or denials of certification. See, ¢.g.,
Gomments of the Satellite Broadband Providers, WC Docket No, 10-90 et al., at 18 (fled Jan, 18, 2012); Commenis
of the Wireless Internet Service Providers Association, WC Docket No. 10-90 et al,, at 15 (filed Jan. 18, 2052);
Comments of AT&T, WC Docket No, 10-90 et al,, at 31 nd6 (filed Jan, 18, 2012) (AT&T Jan, 18, 2012
Comments); Comments of Alasks Communications Systems Group, lnc., WC Docket No. 10-90 et al,, at 14 (filed
Jan. 18, 2012); Comments of the Indiana Utility Regulatory Conimission, WC Dockot No. 16-90 et al., at 7 (filed
Tan. 18, 2012) (JURC Jan. 18, 2012 Comments), Based on our experience to date, we conclude that requiring LOCs
is an effective means of proteciing the government’s interests,

W USEACC Transformation Order, 26 FCC Red at 17810-12, pavas, 443-51; Tribal Mobility Fund Phase I Auction
Procedures Public Notice, 28 FCC Rid at 11681-82, parzs. 188-91.

195 See d7 CF.R. § S4.1007(). See alve Mobtlity Fund Phase I Auction Scheduled for Sept. 27, 2012; Notice and
Filing Reguirements and Other Procedures for Auetion 907, AU Docket No. 12-25, Publie Notice 27 FCC Red
4725, 4771, para, 171 (Wirelgss Tel. Bur. and Wireline Comp. Bur. 2012) (Mobility Fund Phase I Auction
Procedures Public Notice); Tribal Mobility Fund Phase I Auction Procedures Public Notice, 28 FCC Red at 11680,
para, 189,

0611 U.8.C.§ 541,
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59, Issuing Bank Eligibility. The LOCs for winning bidders must be obtained from a
domestic or foreign bank meeting the requirements adopted here for purposes of the rural broadband
experiments, The criteria we adopt are largely the same as the requirements the Commission adopted for
Mability Fund Phase T and Tribal Mobility Fund Phase 1, although we adopt several modifications to
enlarge the potential pool of eligible banks for purposes of these experiments, First, we require that for
UL,S, banks, the bank must be among the 100 largest banks in the U.S, (determined on the basis of total
assets as of the end of the calendar year immediately preceding the issuance of the LOC) and must be
insured by the Federal Deposit Insurance Corporation (FDIC) and for non-U.S. banks, the bank must be
among the 100 largest non-U.S. banks In the werld (determined on the basis of total assets as of the end
of the calendar year immediately preceding the issuance of the LOC, determined on a U.S, dollar
equivalent basis as of such date). We expand the pool of eligible banks from the top 50 fo the top 100
banks for purposes of these rural broadband experiments because we expect the projects to be small in
scale,'"” and thus drawing on the LOC is unlikely to exhaust the assets of any bank in the top 100. We
have also seen through our experience with Mobility Fund Phase [ and Tribal Mobility Fund Phase I that
entities have used a number of banks, Bocause we expect that a number of smaller entities will be
winning bidders and may not have established relationships with some of the largest banks, for purposes
of these experiments we find that it is beneficial (o increase the number of options from which they can
chooge., We also require that the selected U.S, bank have a credit rating issued by Standard & Poor’s of
BBB- or better (or the equivalent from a nationally recognized credit rating agency). For non-U.8. banks,
we require that the bank has a branch in the District of Columbia or other agreed-upon focation in the
United States, hus a long-term unsacured credit rating issued by a widely-recognized credit rating agency
that is equivalent to an BBB- or better rating by Standard & Poor’s, and that it issues the LOC payable in
United States dollazs. By allowing banks to have a BBB- rating instead of an A~ vating, we will enlarge
the pool of eligible issuing banks, without significantly increasing risk (o the universal service fund.

0. To provide more flexibility, we also conclude that winning bidders for the rural
broadband experiments may obtain a LOC from agricultural credit banks in the United States that serve
rural utilities and are members of the United States Farm Credit System (which iy modeled afler the
FDIC). We find that Farm Credit System Insurance Corporation (FCSIC) insurance provides protection
that is equivalent to those indicated by holding FDIC-insured deposits,'® Thus, the agricultural credit
bank must have its obligations insured by the FCSIC, The agricultural credit bank must also meet the
other requireients that we have adopted for U8, banks, including that they have a long-term unsecured
credit rating issued by Standard & Poor’s of BBB- or better (or an equivalent rating from another
nationally recognized credit rating agency), and that thefr total assets are equal to or exceed the total
asgets of any of the 100 largest United States banks.™ This will permit rural broadband experiment
recipients to obtain LOCs from, for example, CoBank, 4 bank with which many small rural carrviers have a
relationship. "

61, If a recipient has been issoed a LOC from a bank that is no longer able to honor the letter
of credit at any point during its support term, that recipient wilt have 60 days o secure a LOC from
another issuing bank that meets our eligibility requirements, We also reserve the right to temporarily
cease disbursements of monthly support until the recipiont submits to vs a new LOC that meets our

197 See supra Seclion 111.0.2,

% The Wireless Telecommunications Bureau reached a similar conclusion in the context of Mebility Fund Phase 1,
Mabiiity Fund Phase 1, et al., WC Docket No, 10-90, Order, 27 FCC Red 13457, 13461, para. 10 (Wircless Tel. Bur.
2012Y (CoBank Waiver Order).

% This determination will be made on the basis of total assets as of the end of the calendar year immediately
preceding the issuance of the LOC,

% The Wircless Telecommunications Bureau granted waiver of the bank eligibility requirements for Mobility Fund
Phase I and permitted carrigrs to oltain LOCs from CoBank, See Collunk Waiver Order. CoBank was initially
excluded from eligibility because it was not FDIC-insured., Jd.
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requirements.

62, Value of LOC. When a winning bidder {irst obtains a LOC, it must be equal to the
amount of the first disbursement. Before the winning bidder can recelve additional disbursements, it must
modifly or renew its LOC 10 ensure that it is valued at the total amount of money that has already been
disbursed plus the amount of monsy that is going to be provided for the next disbursement, To reduce
administrative costs, a recipient may choose to renew its LOC on an annual rather than monthly basis so
that it is valued at the amount.of money to be disbursed in the coming year plus the total disbursements it
hag received so far.

63, FProcedure for Drawing on LOC. As deseribed below, the Bureau will notify an entity
that it has failed to comply with the terms and conditions of the rural broadband experiments, including
public interest obligations and build-out niilestones, and will provide an opportunity for cure before
fssuing a finding of default. Once the Bureau has determined that the enlity has defaulted, the Bureay
Chief will send a Tetter to the eatity to notify it of the default, USAC will then issue the form letter
altaghed ag Appendix A of this Order o fhe issuing bank with the Bureau Chiel”s letier attached, nitiating
the draw on the T.OC,

64, Costs of Obtaining LOCs. Now that we have experience with LOCs in the Mobility Fund
Phase T and Tribal Mobility Fund Phase I auction, we are confident that winning bidders will be able to
secure LOCs, We note that ne winning bidders defaulted in Mobility Fund Phase I and Tribal Mobility
Fund Phase I auctions bocause they wore unable to secure a LOC. We recognize that banks charge fees
tor obtaining LOCs and also may charge renewal fees. But we find that the advantages of LOCs in
ensuring that Connect America support can quickly be reclaimed to protect the Universal Service Fund,
and that the support is protected from being included in a bankruptey estate, outweigh the potential costs
of LOCs for the winning bidders.'" And as the Commission noted in the USFACC Transformation
Oriler, 1LOCs arc rogularly used in the course of business, and companies that use existing lenders are
able to use nmultiple forms of financing.'* Moreover, requiring that winning bidders obtain LOCs that
only secure the sum of money that has been (and soon will be) disbursed will help alleviate the cost of the
LOCs. We also note that applicants can factor in the costs of LOCs when submitting their bids.

65, Applicability to All Winning Bidders, Our paramount objective is to establish strong
safeguards to protect againgt misuse of the Connect America Fund.'® We conclude that requiring all

" I response to the USFACC Transformaiion FNPRM, e number of commenters suggested that imposing a LOC
requirement or Connect Ameries recipients could be costly and may deter parties from seeking Conneet America
funding, See, e.g., ITURC Jan, 18, 2012 Comments at 7; I'TTA Jan. 18, 2012 Comments at 11; Frontier Jan. 18, 2012
Comurents at 123 Reply Comments of AT&T, WC Docket No, 10-90 et al., at 12 (filed Feb, 17, 2012); Conmments of
the National Exchange Carrier Association, Inc., National Telecommumications Cooperative Association,
Organization for the Promotion and Advancement of Small Telecommunications Companies, and the Western
Telecommunications Alliance, WC Docket 10-90 et al,, at 43-44 (filed Jan. 18, 2012) (The Rutal Associations Jan,
18, 2012 Comments). Some sommenters also elaimed that banks may require carriers to keep the value of the TLOC
on deposit with the banl for the time that the LOC is open, and that having open LOCs afftet debt ratings and
constrain revipients® borrowing capacity. See, e.g., Adiran Jan, 18, 2012 Comments al 16; TTTA Jan. 18, 2012
Comments at | 1; Comments of the United States Telocom Association, WC Docket No. 10-80 et al,, at 22 (filed Jan.
18, 2012); Comments of United States Cellufar Corporation, WC Docket No. 10-90 ¢t al,, at 50-51 (filed Jan, 18,
2012) (US Cellular Jan, 18, 2012 Comments); Reply Comments of the National Exchange Curier Asseciation, Inc,,
Natienal Telecommaunications Cooperative Association, Organization for the Promotion and Advancement of Small
Telecommunicatioms Companies, and ithe Western Telecommunications Alliance, WC Docket No, 10-90, at 51-52
(filed Feb. 17, 2012).

W USFACC Transformation Order, 26 FCC Red at 17811, para, 446,

12 Sea The National Association of State Utility Consumes Advocates, Maine Office of the Public Advocats, the
New Jersey Division of Rate Counsel, and the Utility Reform Network, WC Docket No, 10-20 et al., at 59-60 (filed
Jan, 18, 2012) (NASUCA st al, Jan. 18, 2012 Comments).
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enfilies to obtain a LOC is a necessary measure to ensure that we can recover suppott from any recipient
that cannot nieet the build-out obligations and public servige obligations of the rural broadband
experiments. We also agree with those commenters that argue that requiring all recipients to obtain a
L.OC will ensure that all resipients are subject to the same default process if they do not comply with the
experiments’ terms and conditions,'™*

66. We are not persvaded by arguments that we should only require certain enlities to obtain
LOCs, particularly recipients that have not met the Commission’s rules in the past or cannot meet a
specified financial threshold,'” Compliance with existing universal service rules has no bearing on
whether an entity necessarily is financially quafified to underfake the obligations of the rural broadband
experiments, Moreover, it is possible that some of the winning bidders for the rural broadband
experiments may not have participated in Commission programs before. We find that a LOC provides the
safeguard of allowing the Commission to immaediately take back support if it turns out that the recipient
fails to meet the requirements. The requirement will also impress upon all entities participating in the
experiments the significant undertilking to which they are committing.

67. Tribal Nations and Trtbally-Owned Applicants, Based on our experience in
implementing LOCs for Mobility Fund Phase [ and Tribal Mobility Fund Phase 1, we recognize there may
be aneed for greater flexibility regarding LOCs for Tribally-owned or -controlled winning bidders. In
many situations, requiring a LOC from Tribally-cwned entities may be impractical because Tribal
Nations are subject to various somewhat unique economic challenges, including the inability to levy
ncome taxes on their citizenry and to collateralize their lands."'® When title to Tribal lands is vested in
the United States or such lands are subject to trust restrictions against encumbrances, Tribal Nations are
0ot in a position to provide them ag collateral for such a letter of credit.”!” We find that such situations
with respect to Tribal Nations are best handled on u case-by-case basis through the waiver process,'”

68, [ any Tribal Nation or Tribally-owned or -controlled applcant for the rural broadband
expetiments is unable to obtaln a LOC, it may file a petition for a waiver of the LOC requirement,
Waiver applicanis must show that the Tribal Nation is unable to obtain a LOC because of limitations on
the ability to collateralize iis real estate, that rural broadband experiment support will be used for its
intended purposes, and that the funding will be used it the best interests of the Tribal Nation and will not
be wasted. Tribal applicants could estabiish this showing by providing, for example, a clean audit, a
business plan including financials, provigion of financial and accounting data for review (under protective
order, if requested), or other means to agsure the Comimission that the rural broadband experiment is a
viable project. Given the number of expressions of interest filed by Tribally-owned or -controlled entities
to serve areas within price cap territories, we conelude that it will be mana geab e to address this situation
on a waiver basis if such entities become winning bidders.

ha Sew, e.g., US Cellolar Jan, 18, 2012 Comments at 31 {urging the Commission, if it chooses to adept a LOCs
requirement, to apply the requirement “in & uniform maaner, so that all funding recipients face the same
consequences i the event of non-compliance™), See fnfie Section TILF,

% See, e.g., ARC Mar, 31,2014 Comments at 1G; AT&T Jan, 18, 2012 Comments at 30-31; Frontier Jan. 18, 2012
Comments at 11-12; CenturyLink Jan. 18, 2012 Comments at-11.

16 We note that Standing Rock Telecommunications, Ine., u Tribally-owned entity, was able to obtain a LOC for the
Mobility Fund hase 1 auction after roceiving a four woek extension to obtain a bank commitment letter, Standing
Roek Tetecommunications, Inc. Request for Limited Extension of Time to Submit Bank Commitment Letter for
Mobility Fund Phase I Support, Order, 28 FCC Red 12853 (Wirgless Tel. Bur. 2013},

"7 Navajo Nation Telecommunications Regulatory Commission, WC Docket No, 10-90 et al., at § 0,22 (filed Mar.
31, 20143 (stating that Tribally-owned entities have ditficulty obtaining financing instruments “because they are
upableto provide collateral, since so many Tribal assets are held in trust by the federal government™),

M8 A7 CRR.§ 1.3,
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69, Due Process Concerns. By virtue of entering into a LOC, the recipient has nofice that the
Burean may choose to draw an the LOC if it finds that the recipient has defaulted on its rural broadband
experiment obligations or it fails to timely replace an expiring LOC, Because the experiments are purely
voluntary, participants that fird that these terms and conditions are too burdensome can choose not to
participate. By filing an application to be authorized for support with the Commission, an applicant
knowingly accepts that the Bureau can exsrcise its vight to recover distributed support by drawing on the
LOC in the eveitt of non-compliance. We also adopt a process wheteby recipients will have the
opportunity for cure if they later come into complisnce with the terms and conditions of the rural
troadband experiments,'?

70. Instead of having to bring a legal action against the recipient if the rural broadband
experiment obligations are not mel afler the time for cure has passed, the LOC allows the Bureau
imsmediately to reclaim the support, A LOC merely shifts the risk associated with non-compliance from
the Commission to the recipient. To the extent that recipients believe that the Bureau has unngeessarily
drawn on their LOC, they will have the epportunity to take recourse through the regular Commission
review process,

71, Moreover, we are niot persuaded that LOCs raise due process coneerns,”™ For a LOC,
USAC must present the proper draw documentation (o the issuing bank demonstrating, infer alia, that the
terms and conditions of the rural broadband experiments have not been met, The issuing bank will then
provide USAC with a sum of money equal to the value of the LOC. As we discuss above, the Burean will
release a letter finding default before USAC draws on the LOC. Providing Tor a lengthy process that
would permit recipients to dispute the Bureau’s findings of default prior to seeking recovery would
unnecessarily hold up the process of recovering support disbursed for these rural broadband experiments.

E. Conditions for Rural Broadband Experiment Support

72. In.the Fech Transitions Order the Commigsion stated that funding for the rural broadband
experiments will be “subject to the applicable requirements of sections 214 and 254 of the Act and will be
conditioned ot complying with all relevant universal service rules that the Commission has adopted or
may adopt in the future in relevant rulemaking proceedings . . . "' The Commission also sough!
comment on whether it should adopt any rules ot requirements specific to the rural broadband
experiments."*? Here, we adopt several conditions that winning bidders must meet to receive rural
broadband experiment support. The conditions we adopt for the purposes of these limited experiments
are teilored for ensuring that experiment funds are used for their inteaded purpose of deploying robust
networks to high-cost areas; detecting waste, fraud, and abuse; and permitting us to quickly gather data
angl other information about the experiments that we can leverage wlen making key policy decisions

1 See NASUCA et al, Jan, 18, 2012 Comments at 60 (stating that they did not oppose the Commission giving
recipients the opportunity to cure deficiencies).

B comments of the Blooston Rural Broadbard Carriers, WC Docket 10-90 el al,, at 11-12 (filed Jan, 18, 2012); The
Rural Associations fan, 18, 2012 Comments at 4445,

B Toeh Transitions Order, 29 FCC Red ot 1477, pare. 128, The Commission noted that such relevant universa)
service rules included but were not limited to “ETC requirements to the extent that they apply to recipients of high-
gost and Lifeling support, reporting requirements, audits, and enforcement mechanisms for non=compliance with
rulea.” Jd, Similarly, 21l Connect Ameiica recipients, including particlpants in the rural broadband experiments, are
required to demonstrate on an annual basis that they have meaningflly engnaged Tritul governments in their
supported areas. See USFACC Transformation Order, 26 FCC Red at 17868, para, 637; 47 C.E.R, § 54.313(a)(9).
Morecver, all recipients of Connect America support, including participants in the rural broadband experiments, and
are expected to engage with community anchor institutions in the network planning stages and are required to report
on the.community guchor institutions that newly gain access to fixed broadband service in their project areas,
USEACC Transformation Order, 20 FCC Red at 17700-01, para, 102; 47 C.F.R. §§ 54.313(e}(3)(i), (H(1)({i). See
also Infia Section 111.E.2,

2 Tech Transitions FNPRM, 29 FCC Red at 1503, para, 222,
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regarding both universal service and technology transitions.
1. Build-Out Requirements

73 We require winming bidders 1o meet certain build-out requirements during their support
term. Consistent with the build-out requirements we have alreadly adopted for the Connect America
Fund,"™ we find that establishing clearly defined build-out requiremenis will ensure that recipients remain
on track to meet their public service obligations and that Connect America fonds are being used to deploy
robust networks consistent with their intendsd purpose.

74, Build-Out Reguivements for all Revipients, As we discuss above, all recipients of rural
broadband suppott will receive support in 120 equal monthly disbursements over a 10-year support term,
cousistent with the support term we have adopted for the Phase II competitive bidding process.” The
support term will begin with the first disbursement of support after the entitios have been notified that
they are the winning bidders and that they have met the requirements outlined above,'? During this
support tergy, the recipients will be required to meet interim build-out requirements consistent with the
build-out requirements we have adopted generally for recipients of Connect Ameriea Phase T1 funding,
By the end of the thivd year, the recipients must offer service meeting the public service obligations we
adonted for the relevant experiment category to at least 85 percent of the number of required locations
and submit the required certifications and evidenee. By the end of the fifth year, the recipients must offer
service meeting the public service obligations we adopted for the relevant experiment category to 100
percent of the number of required locations and submit the required certifications and evidence.
Recipients must comply with the terms and conditions of rural broadband experiment support for the full
10-year support ferm.

|26

75. Accelerated Disbursemeni Opilon, Although we adopt the above build-out requirements
for recipients of the roral broadband experiments to conform to our existing requirements for Phase 11,
baged on our review of the expressions of interest, it appears that some entities may be in a position to
complete deployment in the 18 to 24 month timeframe. To provide an additional incentive for parties to
build out their projects quickly so that we can learn from these deployments and leverage that knowledge
when making policy decisions regarding technology transitions, ' we also provide the option of
accelerating disbursement of support for winning bidders in the experiments for those entities that commit
to deploying to at least 25 pergent of the requisite number of locations within the first 15 months. Eatities
will be required to indicate whether they are electing this option when they submit their application, If
parties elect this option, we will advance 30 percent of their support upfiont, at the time they are first
authorized to recelve funding; the remaining 70 percent will be provided in 120 equal monthly
installments over the 10-year term, Parties that elect this optlon will be required to obtain a LOC for the
30 percent advanoe payment befove funding is authorized. To ensure that these funds are being used in
accordance with the objectives of the rural broadband experiments, we require that recipients choosing
this option deploy to 25 percent of the number of required locatiois and submiit the required certifications
and evidence within 15 months of their first disbursement of support. These recipients then must meet
the same build-out obligations that are required of all recipients of rural broadband experiment support
(i.¢., 85 percent of locations within (hree years and 100 percent of locations within five years).

12} USEACC Transformation Order, 26 FCC Red at 17701, para, 103,
¥ Connect America Fund Order, FCC 14-54, at paras. 34-36.

15 See supra Section IM.1.4.

128 47 CF.R. § 54.310{¢).

2T ACA Mar. 31, 2014 Comments at 3-4; Letter from Thomas W. Cohen, Counsel for Fiber to the Home Council
Armericas, to Marlene t, Dorich, Secretary, Federal Communications Commission, WC Dockel No. 10-90, at 1
(filed May 29, 2014).

0

26



Federal Conumunications Commission FCC 14-98

2. Accouniability Requirements

76. In the Tech Transitions Order, the Commission noted that rural broadband experiment
suppott will be gonditioned on complying with all relevant universal service fund rules including
reporling requirements and audits.'™ Llere, we provide more details regarding the framework for
accountability that we adopt for recipients of the rural broadband experiments. The repotts, certifications,
and other accountability measures we adopt serve a dual purpose, First, a framework for accountability
“is eritical to ensure appropriate use of high-cost support” and allows us to detect and deter waste, fraud,
and abuse.”” Second, the framework we adopt below will petmit us to quickly gather data about how the
expertment funds are being put to use, which witl inform policy decisions we ultimately make for Phase 11
and olir other universal service programs,

77, Anwnual Reports. All recipionts of Conneet America support are required to file an annual
report pursuant fo section 54,313 of the Commission’s rules by July 1st of each year.™® This requirement
also applies to recipients of support in the tural broadband experiments. We find there is good cause,
however, 10 walve on our gwn motion section 54.313(a}(1) of the Commission’s rules (o1 recipients of
rural broadband experiment support.”™ Because we adopt other requirements for the rural broadband
expetiments recipients that will engure that we will be kept apprised of their build-out progress, we find
that it is unnacessary to require these entities o file a five-year service quality plan.

78. As we require of price cap carriers accepting model-based support, we also require
participants in the rural broadband experiments to demonstrate that the services they offer in their project
areas meet the Cornmission’s latency standard. The participants must submit a certification with cach
annual report certifying that 95 percent or more of ail peak period measurements (also referved to as
observations) of network round trip latency are at ot below 100 ms.”* Recipients may use the approach
adopted in the Bufeau's Phase II Service Obligations Order to measure latency.’”

79, In addition, because these rural broadband experiments represent the first implementation
of Phase Il of the Connect America Fund, we require participants in the experiments to comply with the
existing requirement for Phase 11 recipients of providing in their annual reports the number, nanies, and
addresses of community anchor institutions to which the recipients newly began providing access to
broadband service in the preceding year.'™ We conclude this requirement will be a valuable way to
monitor how the éxperiment recipients are engaging with community anchor institutions, and learn how
the 110FWOr1<s supported by the experiments will impact anchor institutions and the communitics they
serve, ™

VB rech Transitions Order, 29 FOCC Red at 1477, para, 128,
W USEACC Transformation Order, 26 FCC Red at 17850, para. 573,

1 47 C.ER, §4 54.313(&), (). All required reports and certifications must be filed in WC Docket No, 14-58.
Recipients will need to continne to file these reports vntil the year after their support tevm ends. Thus, recipients of
will file their last report by July 1st following their tenth yoar of support.

B See 47 CPR, 8§ 1.3, 54.313(a)(1).

%2 1 lieu of this requirement, any satellite providers that are winning bidders in category three may subirtit an
annual certification that they are delivering service with a MOS of four or better,

WY Connect America Fund, WC Docket No, 10-90, Order, 28 FCC Red 15060, 15069-75, paras, 19-36 (Wireline
Comp. Bur, 2013) (Phase I Service Obfigations Order),

47 CRR, § $4.313(e)3)(1i).

135 Tech Transitions Order, 29 FCC Red at 1467, para, 96, Moreover, wo reilerate, as for all recipients of Connect
America support, we expect thaf experiment recipients will likely offer broadband at greater speeds to the
community anchor institutfons in their project areas and that they will engage with community anchor instituiions in
the network planning stages. USFACC Transformation Order, 26 FCC Red at 17700-01, para. 102.
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80. We will also require recipients fo file build-out information with their reports. This
requirement will enable us to gather data faster on how the geographic and demographic characteristics of
certain rural areas affect how experiment recipients build their networks.*® This requirement will also
help ws monitor recipients’ progress toward meeting their build-out requirements and that experiment
funds are being used for their intended purpose, Specifically, we require all recipients of the rural
broadband experiments to file with their annual repotts evidence demonstrating to which locations they
leve deployed facilities,"”” This information must be current ag of the Fune 1st immediately preceding the
July st deadline."* Recipients must also submit evidence with the report that demonstrates they are
meeting the relevant public service obligations. For instance, recipients may submit marketiog materials
with their reports that show the voice and broadband packages that are available to each location that
meet the relevant public service obligations.'” The materials must at least detail the pricing, offered
broadband speed, and dala usage allowances available in the relevant geographic area,

81, To engure that rural broadband experiment funds are being used for their intended
purposes, we also find that it would be helpful to monitor the recipients’ progress in deploying their
networks prior to the deadline for the first annual report, which we anticipate will be July 2016."° Thus,
we will require all recipients to file an interim report on the November 1st after they receive their firgt
disbursement.”' This report will only be filed this one time and must describe the status of their project
(i.2., whether vendors have been hired, permits have been obtained, construction has begun) and inchide
gvidenee demonstrating which locationis (if any) that the recipients have built out to in their project areas
where the recipient is offering at least one voice service and one broadband service that meets the public
service obligations adopted above for the relevant experiment category.'* o the extent locations are
newly served by the thne of this inlerim report, recipients must also submit evidence with the report as
described above that demonstrates they are meeting the relevant public service obligations, including a
certification that demonstrates the service they offer complies with the Commission’s latency
requirements. This information should be current as of the September 30th immediately preceding the
November 1st deadline. Becanse this is information that recipients will alrcady need to collect to certify
compliance with their build-out requirements, the value to the Commission in being able to gather this
data on & more frequent basis outweighs the burden that one additional report will impose on experiment
recipients,

82, Certificaiions. Like all recipients of Connect America suppott, all rural broadband
experitent recipients that have been designaied as ETCs by the Commisgion are required fo file an
annval certification pursuant to section 54.314 of the Commission’s rules stating that “all federal high-

B8 tech Transitions Order, 29 FCC Red at 1466, para, 94.

7 Recipients should ensure that tlic submission of this data protoets sustomer privacy consistent with applicable
privacy laws and 1cg,ul.1tions Seg, e.g,47 U.S.C. §222; 47 CFR, §§ 64.2001-64.2011, Providers should also
copsider the agplicability of the Electronic Comumunications Privacy Act as well as pm]ubmom related to customer
privacy described in 47 U.S.C. § 551, See 18 U.S.C. § 2702(a){3), (c); 47 U.S.C. § 551, This is not an exhaustive
list of statutes and regulations related to subscriber privacy. Each provider must exercise its own due diligence in
ensuring its submissions comply with applicable law.

D% Thug if an annual report is fifed July 1, 2016, the data must include 4l locations that the rcuploul has deployed to
as of June 1, 2010,

" Seé supra Section IILC.3.

"0 We expect that winning bidders will be identified before the end of 2014 and authorized Lo receive supporl in the
first half ol 2015, Becanse an entity must submit information and eertifications related to the preceding year in its
annual report, the first annual report would be due in July 2016,

! Thus recipients that begin recetving support in early 2015 will file this report on November 1, 2015, The data
that will need to be submitted must rofleet all locations that e recipiont has deployed to as of Septemboer 30, 2015,

Y2 See supra Seetion 11103,
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cost support provided to such carrier was used in the preceding calendar year and will be used in the
coming calendar yesr only for the provigion, maintenance, and upgrading of facilities and services for
which the support is intended.”™* 1f an entity selected for a rural broadband experiment is designated an
ETC by a state, that state must file this certification on behalf of the entity.'**

83, We also require experiment recipients to certify when they have met the build-out
requirements defined above,"* All recipients must submit a certification to the Commission by the end of
their third year of support that they offer service to at least 85 percent of their required number of
locations withi the. required level of servics and will nsed to submit a certification by the end of their fifth
vear of support thal they offer service to 100 percent of their required number of locations with ihe
requiced level of service.™ Additionally, recipients that opt to receive 30 petcent of their support upfront
must submit a certification to the Cormmission stating that they have met their 25 percent build-out
requirement within 15 months of the first disbursement, With these certifications, all recipients must
present the same build-ouf information that must be included in their annual reports that we deseribe
sbove: evidence demonsiiating that they have deployed facilities to the required number of locations and
evidence that demonstrates compliance with the relevant public service obligations, including a
cevtification demonstrating compliance with the Commission’s latency requirement. We expect fo use o
variety of methods to verify that recipients of support are in fact meeting the terms and conditions of the
tural broadband experiments, including verification of the build-out evidence that they will submit with
thelr annual reports and certifiations.

84. Compliance Reviews. We reiterate that all recipients of rural broadband experiment
support are subject fo complisnce reviews and other investigations so that we can detect and deter waste,
fraud, and abuse, and ensure that rural broadband experiment support is being used for ifs intended
purpose.*’

835, Reeord Retention, We alyo reiterate that rural broadband experiment recipients are
subject to the 10 year record retention requirement adopted in the USFACC Trangformation Order.!®
Thig requirement will ensure that documents related to the experiments are available to facilitate USAC
audits and other oversight meagures.

3. Data Gathering

8a. When adopting the service-based experiments, the Commission noted that “[tJhe need for
quality data regarding the effect on customers of adopting next generation technologies is perhaps greater
now than ever before,” and held that it intended that the service-based experiments would be “open data”
experiments,'” Tn the Tech Transitions Order, the Commission sought comment on whether issues
discussed in the context of the service-based experiments should also be addressed in the rural broadband
experiments.'” We find that collecting data from the rural broadband experiments would similarly help

W a7 CER, § 54.314(b).
M 47 CIR, § 54,314(a).

M5 The Commission adopted build-out vertification requirements for recipients of Connect America Phase [ and
Phase 11 funding, and Mobility Fund Phase I See 47 C.F.R. §§ 54.313()-(c), (o), 54.1008(b); see also supra
Section [ILE.L,

146 See supra Section 111LE.1,

Y7 Tueh Transitlons Order, 29 RCC Red at 1477, para. 126; 47 C.FR. § 54.320(a).

Y8 USEACC Trangformation Order, 26 FCC Red at 17864, paras, 620-21;5 47 CER, § 54.320(b).
Y9 rech Transitions Order, 29 FCC Red at 1438, para. 73,

30 Yoch Transidons FNPRM, 29 FCC Red at 1503, para, 222, The Commission adopted service-based experiments
i the Tech Transitions Qrder “to advance new network technologies and learn how best to protect and enhance the
(continued....)
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us enswer some of the key policy questions we identified in the Tech Transitions Order.””' We therefore

require that ag a condition of teceiving funding in the rural broadband experiments, recipients cooperate
with the Commission in any efforts to gather data that may help inform future decisions regarding the
impact of technology transitions on achievement of our universal access objectives,

87. As the Wireline Competition Bureaun reported at the Commission’s open meeting on June
13, 2014, a competitive procurement process is underway to select  third party data evalvator to assist
the Commission in coflecting and analyzing data in connection with service-based experiments and other
technology transitions contexts, This third party will be working with the Burean to develop a research
methodology using, smong other things, surveying techniques. We believe surveys could be useful in the
context of the rural broadband experiments. For example, the issues to be surveyed might include
consumer purchaging decigions, speed of adoption of new broadband services, service usage, and
customer satisfaction with fixed wireless compared to alternatives, both landline and satellite. To
minimize the burden on rural broadband experiment recipients, we expect that they would need only o
provide information that will permit the third party data evaluator to identify the locations to survey or
certain motrics related to their services, including customer purchase options and service usage. This
information might include customer contact information, when the recipient expects such locations might
be offered service, and other specifics about the locations served. We note that when recipients submit
data to the Commission or its designated third party data evaluator, they should ensure that thejr
submission protests customer privacy consistent with applicable privacy laws and regulations.'™

F. Measares to Ensure Compliance
88. In the Tech Transitions Order, the Commission stated that support for the rural

broadband experiments would be conditioned on “complying with all relevant universal service rules that
the Commission has adopted or may adopt in the future in relevant rulemnaking proceedings, including . . .
enforcement mechanisms for non-complisnce with rules.”™™ Herg, we adopt specific measures to ensnre
participants meet the terms and conditions of the rural broadband experiments.

89, The Commission has previoysly held that funds that are disbursed from the high-cost
program in vielation of a Commission rile that “implements the statute or a substantive program goal”
should be recovered from the recipient.’” Thus, here we adopt a pracess to recover support from ‘
recipients that do not comply with the terms and conditions of the rural broadband experiments after they
begin receiving support. We also note that we intend to enforce the terms and conditions vigorously.

(Continved from previous page) . : -
core stanstory values of public safety, universal access, competition, and consamer protection when the time comes
thal legacy systems may no longer be available.” Tech Transitions Order, 29 FCC Red at [446-62, paras. 37-81.

31 Tech Transitions Order, 29 FCC Red ar 1466-67, paras, 94-97.
152 See, e.g., 47 US.C. § 222; 47 C.F.R, §§ 64.2001-64,2011. Providers should also consider the applicabilily of the

Blectronic Communications Privacy Act as well as prolibitions related to customer privacy deseribed in 47 U.S.C. §
581, See 18ULC, § 2702{a)(3), (¢); 47 U.8.C. § 551, This is not an exhaustive list of statutes and regulations
related to subscriber privacy, Fach provider must exereise (s own due diligence in enguring its submissions comply
with applicable law,

153 Teoh Transitions Order, 29 FCC Red at 1477, para. 128, In the USF/ICC Transformation Order, the
Commission adopted a ruls requiring support reductions in the event that récipients of Connect America support
failed to file the required reports and certifications on time. USFACC Transformation Order and FNPRM, 26 FCC
Rod al 17862, para. 617, 47 C.ER, §§ 54.313(), 54.314(d}. The Commission also adppted a rule that entities
receiving high-cost support, ncluding Connect America support, would “receive reduced support should they fail to
Tl their public interest obligations,” USF/ACC Trangformation Order, 26 FCC Red at 17863, para, 618; 47
C.F.R. § 54.320(c).

1 Comprehensive Review of the Universal Servige Fund Management, Administration, and Oversight et of,, WC
Daocket No. 05-195 et al,, Report and Order, 22 FCC Red 16372, 16386, para. 30 (2007).
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Such measures uphold the integrity of the Fund by ensuring that recipients of high-cost support are using
those funds for the purposes for which fhey are provided.

90. Trigger for Performance Default, A performance default will occur if the winning bidder
begins receiving support and then fails to meet the terms and conditions of the rural broadband
experiments, For example, if the winning bidder has failed to meet the build-out obligations adopted
above,"™ or the winning bidder failed to keep open and renew its LOC as required above,™™ it will be a
performance defaylt.”” A performance default will atso oceur if the winning bidder does not offer service
to the required number of locations that meel the public inlerest obligations we have adopted for the
experiments, including speed, latency, data usage, and reasonably comparable pricing,'™® We expect to
veorify that recipients of support are in fact meeting the terms and conditions of the rural broadband
experiments by verifying the build-out cvidence that they will submit with their annual reports and
cerfifications,

91. For purposes of the rural broadband experiments, a Connect America recipient can
demonstrate comphance with the speed, lateney, data usage, and pricing requirements if it has met the
build-out milestones by deploying robust networks that are capable of meeting the required public interest
obligations, and its annual reports, certifications, and marketing materials demonstrate that the recipient is
offering at least one package to the eligible locations al the requited speeds, with a dala usage allowance
that meets the requirements for these experiments at reagonably comparable prices. ™™

92, Support Reductions and Recovery of Support, If a recipient begins receiving support, and
the Bureay subsequently determines that it fails to meet the terms and conditions of its experiment, the
Bureau will issue a letter evidencing the default, and USAC will begin wilthholding suppart. For the first
six months that the entity is not in compliance, USAC will withhold five percent of the entity’s total
monthly support. For the next six months that the entity is not in compliance, USAC will withhold 25
poreent of the entity's total monthly support, T at any point during the year that the support is being
withheld the winning bidder comes into compliance, the Bureau will issue a letter to that effect; the entity
then will be entitled fo have its full support restored and will be able to recover all the support that USAC
withheld.

93. T at the end of this year period, the entity is still not in compliance, the Bureau will issue

a letter to that effect, and USAC will draw on the entity’s LOC for the recovery of all support that has
been authorized.”™ It after USAC recovers the support under the LOC, the winning bidder is able to

15 See supra Section HTLE1,

1% See supra Section 111,14,

BT "Phere are & number of different ways that a default could come to the Commission’s attention. For example, the
winning bidder may be unable to make the required certifications that it is in compliance, a Commission or USAC
camplianee review or a Commission investigation may show that the hidder is not in compliance, or an outside party
like & customer or competitor may report (o the Commission ar USAT that the wicning bidder has failed to meet the
experiment’s terms and conditions. T all cases, the Buvean will release 4 letter finding defautt before USAC dravws
on the LOC. :

1% see supra Section T11.C.3,

" As we diseuss above, the Wireline Competition Burcan has gpecified how price cap earriers that accept modsl-
bused support may demonstrate that they are meeting the Comimission’s latency requirements, See supra Section
LE2. See also Phase I Service Obligations Order, 28 FCC Red at 15068-75, paras. [9-36. Recipients of funding
in the rural broadband experiments may use the same approach to demonstrate they are meeting latency
requirements, The Wireline Competition Bureau, Wireless Telecormmunications Bureau, and Office of Engineering
and Technology have nof adopted a methodology to {fest compliance with the Commission’s other public interest
obligations, USFACC Transformation Order, 26 FCC Red at 17708, para, 112,

19 See supra Section 111.D.4,
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demonsirate that it has come into compliance with the experiment’s terms and conditions at any time
before the suppert period ends, it will be entitled to have its past support restored and will be eligible for
any remaining disbursements of authorized support, But if the winning bidder is unable to demonstrate
compliance at any point during the support term after its support has been recovered by the Burean, the
entity will not be eligible to have any of its recovered support restored or to receive any remaining
disbursements. An entity may ouly exercise this cure opportunity once. The recovered support, along
with the remaining authorized support that has not yet been disbursed, will not be authorized for another
experiment.

94, Forfeiture. To further impress upen recipients the importance of complying with the
rural breadband experitnents” terms and conditions, we note that we will enforce these requirements
vigorously. The Enforcement Burean may inftiate an enforcement proceeding in the event of a default or
after the Wireline Competition Bureau issues a letter evidencing the recipient’s default. In proposing any
forfeiture, congistent with the Commission’s rules, the Bnforcement Bureau shall take into account the
nature, clreumstances, extent, and gravity of the violations,"!

95, Waiver. In the event a recipient is urable to meet the terms and conditions of the raral
broadband experiments due to circumstances beyond its control (¢.g., a severe weather event), that entity
may petition for a waiver of the relevant terms and eonditions prior to the relevant build-out milestone
pursuant to section 1,3 of the Commission’s rules,' The petitioning entity will then have the cure period
described above to meet the terms and conditions of the experiment. We encourage entities that submit
petitions for waiver to continue to work diligently towards meofing the terms and conditions of their
experiments while their petitions are pending, If the petitioning entity is unable to meet the terms and
conditions during the relevant cure period, and no decision has been issued on the waiver petition, the
Bureau will issue a letter finding default, USAC will deaw on-the LOC, and the Enforcement Bureau may
initiate forfeiture proceedings, IFthe waiver subsequently is granted, the petitioning entity will have all of
the funds that havé been recovered restored and will be entitled to receive its subsequent disbursements.
We note that a witthing bidder’s inability to secure the proper permits and other permissions to bulld its
network would not constitute grounds for waiver and will be considered a default if the winning bidder is
unabie to meet its huild-out and public interest obligations due 1o its inability to secure such permits. We
expect that entities choosing to participate in the rural breadband experinients will do their due diligence
and determine which permits and other permissions will be required and what steps they will need to take
to obtain such permissions before submitting their applications,

¢, Qther Consequences for Non-Compliance. Recipients of funding in the rural broadband
pxperiments will be subject to the Conmission’s rules related to reductions in support in the event that
they fail to meet reporting and certification deadlines'® Recipients may also be subject other sanctions
for non-compliance with the termg and conditions of the rural broadband experiments or the
Commission”s rules, including, but not limited to, potential revocation of ETC designation and

161 47 CF.R. § 1.RO(LY(E).

' Generally, the Comimission’s rules may be waived if good cause is shown. 47 C.IWR. § 1.3, The Commission
may exercise ils discretion to waive & rule where the particular facts make stricl compliance inconsistent wi