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ARRA BROADBAND SPENDING

THURSDAY, FEBRUARY 10, 2011

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON COMMUNICATIONS AND TECHNOLOGY,
Washington, DC.

The subcommittee met, pursuant to call, at 10:00 a.m., in room
2322 of the Rayburn House Office Building, Hon. Greg Walden
(chairman of the subcommittee) presiding.

Members present: Representatives Walden, Terry, Stearns,
Shimkus, Bono Mack, Bass, Blackburn, Gingrey, Scalise, Latta,
Guthrie, Kinzinger, Barton, Eshoo, Markey, Doyle, Matsui, Barrow,
Towns, DeGette, Dingell, and Waxman (ex officio).

Staff present: Ray Baum, Senior Policy Advisor, C&T; Mike
Bloomquist, Deputy General Counsel; Allison Busbee, Legislative
Clerk; Fred Neil, Chief Counsel, C&T; Peter Kielty, Senior Legisla-
tive Analyst; Brian McCullough, Senior Professional Staff Member,
CMT; Jeff Mortier, Professional Staff Member; Katie Novaria, Leg-
islative Clerk; Lyn Walker, Coordinator, Admin./Human Resources;
Roger Sherman, Chief Counsel; Shawn Chang, Counsel; Jeff Cohen,
Counsel; and Sarah Fisher, Policy Analyst.

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. WALDEN. The subcommittee will come to order. And I would
like to ask any of our guests we probably have some seats there
you can take advantage of.

And I want to recognize myself for an opening statement. I want
to welcome you all today. With today’s hearing we begin exercising
our important oversight role regarding the approximately $7 billion
in taxpayer money the ARRA allocated to the NTIA and the RUS
for broadband grants and loans. We will start to examine what the
money is being used for and how we can minimize waste, fraud,
and abuse. We will also consider a staff discussion draft intended
to improve oversight and return unused or reclaimed money to the
United States Treasury. I want to emphasize that this is a discus-
sion draft. It is only a starting point. We hope it will elicit sugges-
tions from our colleagues on both side of the aisle, the witnesses,
and any other interested parties to help accomplish a goal I think
we all share that is treating taxpayer money with the utmost care
and insuring that when we do spend it, it gets spent wisely.

When we originally considered the broadband provisions of the
ARRA in the Energy and Commerce Committee, my colleagues and
I suggested some revisions. We were not convinced that this much
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money needed to be spent. Private sector investment has resulted
in 95 percent of the country having access to broadband and two-
thirds of the country subscribing. As the FCC’s national broadband
plan pointed out, we have gone from 8 million broadband sub-
scribers to 200 million in approximately a decade. We propose
therefore that any subsidies be targeted to the five percent of
households that are unserved and only if it is otherwise uneco-
nomic for the private sector to deploy there. And we thought it
would be a good idea to finish the nationwide broadband map be-
fore the government started to spend the taxpayer’s money. Our
suggestions were not adopted. We will be interested to see the re-
sults and hopefully to learn from the things that work and the
things that don’t. Measuring performance I think is crucial. Other-
wise we won’t know what is worth repeating and what we should
avoid.

A cost benefit analysis is also important. With a $1.48 trillion
deficit this year and enormous deficits predicted for the rest of the
decade we have a responsibility to cut costs. I would suggest for ex-
ample we determine how much we end up spending for each addi-
tional broadband subscriber. We ought to know that. All of this is
important not just to evaluate the programs at hand. We are, after
all, soon to embark on a discussion of how to reform the Universal
Service Fund and the President has also recently announced a goal
of reaching 98 percent of the country with wireless broadband. I
love the goal, but believe we must be cost efficient about how we
go about it and be realistic in our expectations of what taxpayers
can afford. In pursuit of this goal, increasing the deployment of
wireless broadband to the unserved areas of rural American, it will
be important to remember the colloquial definition of insanity; and
that is repeating the same actions but expecting a different out-
come.

While there has been disagreement over provisions in the ARRA,
everyone agrees on the importance of oversight. My concerns about
possible waste, fraud, and abuse are heightened by the fact that
the only funding currently available to the NTIA for oversight ex-
pires March 4 with the continuing resolution. My hope is that we
can discuss with the Government Accountability Office and the in-
spectors general what we should be keeping an eye out for what
they ordinarily do in their oversight roles and what we can do help
them in that task. The draft legislation is offered in that vein. It
would ensure that the NTIA and the RUS report to Congress on
any red flags the inspectors general find as well on what they pro-
pose to do about it. It would also help ensure that any money that
is returned, reclaimed, or goes unused is put back in the U.S.
Treasury. One would think that is the ordinary course but there is
some ambiguity in the law about whether and when the program
administrators must de-obligate funding and whether it comes back
to the Treasury when they do.

So I look forward to hearing from our witnesses about the lan-
guage in the draft bill and where there are things that they sug-
gest we should change.

[The prepared statement of Mr. Walden follows:]
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PREPARED STATEMENT OF HON. GREG WALDEN

Welcome. With today’s hearing we begin exercising our important oversight role
regarding the approximately $7 billion in taxpayer money the ARRA allocated to the
NTIA and the RUS for broadband grants and loans. We will start to examine what
the money is being used for and how we can minimize waste, fraud, and abuse. We
will also consider a staff discussion draft intended to improve oversight and return
unused or reclaimed money to the U.S. Treasury.

I want to emphasize that this is a discussion draft. It is only a starting point.
We hope it will elicit suggestions from our colleagues, the witnesses, and any other
interested parties to help accomplish a goal we all share: treating taxpayer money
with the utmost care and ensuring that when we do spend it, we spend it wisely.

When we originally considered the broadband provisions of the ARRA in this com-
mittee, my colleagues and I suggested some revisions. We were not convinced that
this much money needed to be spent. Private sector investment has resulted in 95
percent of the country having access to broadband and two-thirds of the country
subscribing, as the FCC’s national broadband plan pointed out. We have gone from
8 million broadband subscribers to 200 million in approximately a decade.

We proposed, therefore, that any subsidies be targeted to the five percent of
households that are unserved, and only if it is otherwise uneconomic for the private
sector to deploy there. And we thought it a good idea to finish a nationwide
broadband map before we started the spending.

Our suggestions were not adopted. We will be interested to see the results, and
hopefully to learn from the things that work, and the things that don’t. Measuring
performance will be crucial. Otherwise we won’t know what is worth repeating and
what we should avoid. A cost benefit analysis is also important. With a $1.48 trillion
deficit this year and enormous deficits predicted for the rest of the decade, we have
a responsibility to cut costs. I would suggest, for example, we determine how much
we end up spending for each additional broadband subscriber.

All of this is important not just to evaluate the programs at hand. We are, after
all, soon to embark on a discussion of how to reform of the Universal Service Fund.
And the President has also recently announced a goal of reaching 98 percent of the
country with wireless broadband. I laud the goal but believe we must be cost-effi-
cient about how we go about it and be realistic in our expectations of what tax-
payers can afford. In pursuit of the goal of increasing the deployment of wireless
broadband to the unserved areas of rural America, it will be important to remember
the colloquial definition of “insanity”: repeating the same actions and expecting dif-
ferent results.

While there has been disagreement over provisions in the ARRA, everyone agrees
on the importance of oversight. My concerns about possible waste fraud and abuse
are heightened by the fact that the only funding currently available to the NTIA
for oversight expires March 4 with the Continuing Resolution. My hope is that we
can discuss with the Government Accountability Office and the inspectors general
what we should be keeping an eye out for, what they ordinarily do in their oversight
roles, and what we can be doing to help them in that task.

The draft legislation is offered in that vein. It would ensure that the NTIA and
the RUS report to Congress on any red flags the inspectors general find, as well
as on what they propose to do about it. It would also help ensure that any money
that is returned, reclaimed, or goes unused is put back in the U.S. Treasury. One
would think that is the ordinary course, but there is some ambiguity in the law
about whether and when the program administrators must “de-obligate” funding,
and whether it comes back to the treasury when they do.

I look forward to hearing from our witnesses about the language in the draft bill
and whether there are other things they suggest we add.

Mr. WALDEN. With the minute-and-a-half left I would like to
defer now to the gentleman from Texas, Mr. Barton, and yield the
remainder of my time.

Mr. BARTON. Well, thank you, Chairman Walden. It is good to
see you in the Chair. I am sure we are going to have a very produc-
tive subcommittee and I look forward to working with you and Ms.
Eshoo on a wide range of telecommunications issues.

This issue is something that shows the subcommittee in its over-
sight role. We have had a number of concerns about the broadband
plan as it was rolled out several years ago. And my position as
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ranking member and Mr. Stearns who was the ranking member of
this subcommittee in the last Congress, we wrote several letters to
some of you that are sitting at the table asking about how the
funds were being spent and where the grants were going. Some of
the answers we got back to those letters were to say the least un-
satisfactory. So, today in the Majority with Mr. Walden as Chair-
man, we are going to ask some of those same questions. We cer-
tainly support broadband. We support broadband in rural America,
but we also think the money should be spent wisely, effectively,
and transparently.

So I look forward to the testimony, and Mr. Chairman, again I
look forward to working with you. This is an important sub-
committee. The economy of the United States can be very positively
impacted by what we do in this subcommittee. So with that let us
have a good hearing and let us get to work.

[The prepared statement of Mr. Barton follows:]

PREPARED STATEMENT OF HON. JOE BARTON

Thank you Mr. Chairman for holding this important hearing. As Chairman Emer-
itus, I firmly stand with Chairman Upton and Subcommittee Chairman Walden in
further investigating the broadband spending in the American Recovery and Rein-
vestment Act (ARRA).

The Recovery Act provided $4.7 billion to the National Technology and Informa-
tion Administration (NTIA) to create the Broadband Technology Opportunities Pro-
gram (BTOP) and $2.5 billion to the Rural Utilities Service (RUS) to create the
Broadband Incentive Program (BIP). These programs were created to extend
broadband service to those rural areas that were without service. Unfortunately, it
has been brought to the attention of Congress that both programs have not been
administered as efficiently as possible and both have either awarded rural areas
with grants that already have access to broadband or have completely eliminated
their requirement to only target areas without broadband service.

I believe that broadband technology has the potential to create jobs, fundamen-
tally alter our economy, and improve the quality of life for many Americans. While
I was in support of the President’s efforts to focus on expanding broadband tech-
nology, this is an issue that deserves great oversight and accountability to ensure
that taxpayer dollars are being spent efficiently. As Ranking Member of this com-
mittee, I was intent on questioning both the RUS and the NTIA in their handling
of the $7.2 billion allocated to them for implementing the broadband award pro-
grams established by the Recovery Act. In March of 2009, I sent a letter to both
RUS and NTIA to recommend that we prioritize funds towards projects in States
where broadband mapping was complete; towards unserved areas before under-
served areas; towards projects that were sustainable without additional government
funding; and toward projects that were most cost-effective. Because of my steadily
increasing concern, I sent another letter in December of 2009 to encourage both or-
ganizations to use greater oversight when awarding grants and use more efficient
metrics to decide on awardees.

We owe it to the American people to ensure that their hard-earned dollars are
being used as efficiently as possible. If the law mandates that a program has a spe-
cific purpose, I believe that we must honor the law and have integrity in our imple-
mentation of the law. I look forward to hearing from our witnesses and working to
create greater oversight of the broadband spending in the Recovery Act.

Mr. WALDEN. Thank you, Mr. Chairman. I now am delighted to
yield the—for opening statement purposes to my ranking member
on the subcommittee, Anna Eshoo from California. We have al-
ready met and talked and I look forward to a very productive rela-
tionship on this subcommittee as we work to improve telecommuni-
cations in our country and so delighted to work with you and I
yield the 5 minutes to you.
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OPENING STATEMENT OF HON. ANNA G. ESHOO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Ms. EsHOO. Thank you, Mr. Chairman very much for your gen-
erous comments. I want to return them by wishing you well and
congratulating you on being the Chairman of this subcommittee
which is really so important, I agree, to our national economy.

There are a number of issues that we are going to be working
on and today’s hearing I think is an important one to examine the
dollars that were appropriated, oversight of the Congress is one of
the most important things that we do. So I know that the members
on this side of the aisle look forward to working with you. Many
of these issues are really nonpartisan so I hope that we can come
together for the good of the country and produce products that the
American people will be proud of and that will benefit the Nation.
Again, I welcome the oversight of these two programs of the BTOP
and the BIP because it is important to root out problems. It is also
instructive because we then can find solutions to the problems. We
need a thorough understanding if in fact there are obstacles that
applicants and awardees face in gaining access to and utilizing the
dollars that Congress appropriated. We have to ensure that the
programs are efficient and effective because we all know what the
consequences are in an era where every dollar is just so precious.
We want these dollars to dance. We want them to count.

The United States of America invented the Internet, but today
we are falling behind in broadband deployment and by some meas-
ure we are now ranked 15th in the world. There are different
measurements but the one that eludes us is number one. And I
think if we do anything together that we raise that up and that the
United States really take over and be number one in the world. We
need significant investment from both the public and the private
sectors to close the gaps and increase broadband affordability and
ensure that Americans have access to the highest speeds and the
latest technology. And I wanted to repeat that—the highest speeds
and the latest technology. That is why I strongly advocated more
than 2 years ago for recovery act funding to expand broadband de-
ployment in our country. And that is what I—why I raise it. Again,
because I think that America should be number one, not 15th, or
24th, or 17th. If we could build the transcontinental railroad in the
1800s, I think that we can certainly do this. So, 2 years ago a study
predicted that adding 30 million new broadband lines would raise
USGDP by over $110 billion. Others have specifically examined the
benefits of broadband stimulus concluding that a $10 billion invest-
ment in broadband networks could support an estimated 498,000
new or retained U.S. jobs per year. And Mr. Chairman, at this
point I would like to ask that the following be placed in the com-
mittee’s record today. These are all comments from letters of Mem-
bers relative to the program and their support of it.

Mr. WALDEN. Without objection.

[The information appears at the conclusion of the hearing.]

Ms. EsH0O. Thank you. So, like the building of our Nation’s
interstate highway system, this transformation won’t happen over-
night. Recovery Act dollars have begun making their way into com-
munities across the nation and when completed, these projects will
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have a critical impact especially on community anchor institutions,
an issue that Congresswoman Matsui and others worked very hard
on the committee. Public safety, first responders, schools, libraries,
public health facilities, these are all areas that affect every single
one of our congressional Districts. NTIA and RUS have undertaken
major task in administrating their respective programs. Along the
way, there have been some bumps in the road. Some of which I,
myself have raised in past hearings and in letters to the NTIA ad-
ministrator. And these challenges are to be expected I think with
a multiyear program. So we have an opportunity to strengthen
these programs. I am committed to ensuring that there is success
because the country needs this and I think in fact demands it. I
think it is clear that our future depends upon the ubiquitous and
rapid deployment of broadband and the Recovery Act is but a first
step in this process and there is much more work to do.

So thank you, Mr. Chairman, congratulations to you again. I
don’t know how much time I have left, but

Mr. WALDEN. None. You are out.

Ms. EsHOO. None. OK. All right, I am out of time.

Mr. WALDEN. You were perfectly timed to that one.

Ms. EsHoo. All right, all right, perfectly timed to use all the
time. Again, my congratulations to you and to all of the members.
We look forward to working together with you.

[The prepared statement of Ms. Eshoo follows:]

PREPARED STATEMENT OF HON. ANNA G. ESHOO

Thank you Mr. Chairman. I welcome our witnesses and thank them for appearing
before our panel today. I welcome oversight of BTOP and BIP because it’s always
important to root out problems and find solutions. We need a thorough under-
standing of the obstacles that the applicants and awardees face in gaining access
to and utilizing the money. We have to ensure the program is efficient and effective
because the consequences for our nation, our economy, and our future are critical.

The U.S. invented the Internet, but today we are falling behind in broadband de-
ployment, and by some measure, we're now ranked 15th in the world. We'll need
significant investment from both the public and private sectors to close the gaps,
increase broadband affordability and ensure Americans have access to the highest
speeds and latest technology. That’s why I strongly advocated more than two years
ago, for Recovery Act funding to expand broadband deployment, because I believe
America should be number one in technology and we need to make the investment
to do so. If the U.S. could build the transcontinental railroad in the 1800s, we can
certainly do this.

Two years ago, a study predicted that adding 30 million new broadband lines
would raise U.S. GDP by over $110 billion. Others have specifically examined the
benefits of broadband stimulus, concluding that a $10 billion investment in
?roadband networks could support an estimated 498,000 new or retained U.S. jobs
or a year.

Like the building of our nation’s interstate highway system, this transformation
will not come overnight. Recovery Act dollars have begun making their way into
communities across the nation. When completed, these projects will have a critical
impact on community anchor institutions such as public safety first responders,
schools, libraries and public health facilities, as well as small businesses and di-
rectly into homes around the country. We need to ensure we're doing everything we
c}a;n to quickly get these funds out to the communities that so desperately need
them.

NTIA and RUS have undertaken a major task in administering their respective
programs. Along the way, there have been some bumps in the road, some of which
I've raised in past hearings, and in letters to the NTIA Administrator. These chal-
lenges are to be expected with a multi-year program supporting the build-out of
large, complex infrastructure projects. But we must meet these challenges head-on,
and not take them as a sign that the overall program is flawed.
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We have an opportunity to strengthen these programs and I'm committed to en-
suring the continued success of BTOP and BIP. Proper oversight of BTOP and BIP
will ensure federal money is used towards its intended purpose: expanding
broadband deployment. When problems are identified, let’s find solutions, not point
blame.

It’s clear our future depends upon the ubiquitous and rapid deployment of
broadband. The Recovery Act funding is the first step in this process, but there’s
much more work to be done to ensure America’s leadership on broadband. Thank
you for being here today and I look forward to your testimony.

Mr. WALDEN. Thank you very much. Now we will yield for 5 min-
utes to the Vice Chairman of the committee, a gentleman who has
put a lot of time and effort into telecommunications issues espe-

cially a Universal Service Fund over the years, Mr. Lee Terry of
Omaha.

OPENING STATEMENT OF HON. LEE TERRY, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEBRASKA

Mr. TERRY. Thank you, Mr. Chairman. I am pleased that we are
exercising our oversight over the broadband provisions of the stim-
ulus bill. While some of may have wished that the $7 billion allo-
cated for broadband would have been designated for only unserved
households or that we would have waited until the broadband map-
ping project was completed, was all should agree that it is impor-
tant for this committee to be involved in oversight now that all the
funds have been obligated. We must analyze risks associated with
the program and help facilitate proper oversight by the adminis-
trating agencies including our witnesses here today and thank you
all for being here today.

Given the current state of our economy and the absolute neces-
sity to cut federal spending now it is imperative that we do our due
diligence in making sure that proper oversight of both BTOP and
BIP is conducted in that any waste, fraud, or abuse is eliminated
and that any unused or misused money is returned to the Treas-
ury. I realize the fine on unserved v. unserved is well, some people
think it is over, but I do look forward to hearing from our witness
Gary Shorman today on his concerns about an overbill that is tak-
ing place in rural Kansas due to BIP award. We have received fur-
ther complaints from Montana, from Maine, from Washington
State, from Illinois, so you are not alone. Overbuilding in my opin-
ion should be considered as waste and abuse as we are subsidizing
competition in areas that are already being served by broadband
providers. Many rural telecommunication companies have raised
this issue with me since the stimulus was enacted and it would
seem to me that this would be something the inspector general
would like to examine when conducting oversight. It is my under-
standing that although awards were obligated by September 30,
2010, only 300 million on that has been spent to date under BTOP
and less than 100 million has been dispersed under BIP. I look for-
ward to hearing from our witnesses today on how disbursements
will be handled from here on and what kind of performance mile-
stones must be met as to avoid any rescission of funds. I am wor-
ried that oversight could be needed for years to come on a program
that was initially intended to be an immediate job creator and
needed stimulus in our economy now. I understand that both RUS
and NTIA will be challenged by the oversight, a dramatically larger
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and more diverse portfolio of projects while also facing impact of
a lack of sufficient oversight, staff, and resources. We must make
sure they have both their ability to monitor and ensure compliance
with the terms of the awards. I welcome a discussion on legislation
that will ensure that any unused or reclaimed funds are returned
to the federal Treasury and hope that we can act quickly but pru-
dently in providing NTIA and RUS the appropriate resources to
find these unused and reclaimed funds. And thank you for holding
this hearing and I yield back.

Mr. WALDEN. Thank the gentleman. Now I would like to recog-
nize the ranking member of the Full Committee, the distinguished
gentleman from California, Mr. Waxman for 5 minutes for an open-
ing statement.

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WAXMAN. Thank you very much, Mr. Chairman. Chairman
Walden, I thank you for scheduling this important hearing and
congratulations on your new role as chairman of the Subcommittee
on Communications and Technology. And I want to work with you
and Ranking Member Eshoo and our members to accomplish im-
portant bipartisan objectives. Despite some policy differences we
can accomplish a great deal together. I hope we get started by ad-
dressing spectrum availability and reform, universal service, and
the construction of a nationwide interoperable broadband public
safety network. We also need to conduct appropriate oversight of
ongoing programs and the agencies under our jurisdiction. And I
am pleased that our first subcommittee meeting is an oversight
hearing of two important Recovery Act programs, the Broadband
Technology Opportunies Program and the Broadband Initiatives
Program.

When Congress passed the landmark Recovery Act, we built
oversight into the very structure of these programs. We knew it
was imperative to provide the Departments of Commerce and Agri-
culture with the tools necessary to conduct vigorous oversight of
approximately $7 billion in broadband spending. The Commerce
Department Inspector General was allocated $16 million and the
Agriculture Department Inspector General $22.5 million to oversee
and audit programs, grants, and activities funded by the Recovery
Act. We need to ensure that the IGs and Agency program man-
agers have enough resources for this significant task.

With billions of dollars invested in hundreds of broadband
projects throughout the Nation it would be irresponsible for Con-
gress to skimp on oversight funding. We had a vigorous debate
about the merits of the Recovery Act and the broadband programs
at the start of the last Congress and it is clear that Republicans
and Democrats did not agree on the merits, but we should all be
able to agree that the agencies and their independent inspectors
general should have adequate resources to oversee these projects.

I am encouraged that we are going to hear today from the IGs
at the Department of Commerce and Agriculture as well as the
GAO. The Department of Commerce IG and GAO have been warn-
ing Congress for months that adequate funding must be assured
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for these activities. We should heed their advice. In our zeal for
budget cutting we must not trade a temporary savings in the area
of oversight for significantly larger future losses due to waste,
fraud, or abuse.

We will also hear from Eagle Communications, a company that
has concerns about the BIP program and how RUS allegedly fund-
ed competitors in its service area to the detriment of Eagle’s busi-
ness. We should listen carefully to these concerns but it is unfortu-
nate the subcommittee did not invite the RUS administrator to tes-
tify today so we could be further enlightened.

I am also pleased that we will hear from the CEO of the non-
profit MERIT network, a Michigan based research and education
network provider that is constructing more than 2,000 miles of
“middle mile” shared infrastructure to address Michigan’s
backhauled needs. Dr. Welch, a former Army Colonel who served
as the Dean for Information Technology at WestPoint and the Chief
of Software Engineering for Delta Force is also a constituent of Mr.
Dingell’s and his project has bipartisan support from the Michigan
delegation including Chairman Upton who has previously noted
“this funding provides a tremendous boost to our region helping a
home grown business expand and create jobs in an effort to deliver
broadband to countless families, businesses, schools, libraries, and
health centers across the state.”

Finally, we have before us a Republican legislative proposal to
capture de-obligated Recovery funds. None of us should oppose the
prompt return of unused Recovery Act funds to the U.S. Treasury
and I believe that is what current law requires. We should discuss
how this new law—this new legislation differs from existing statu-
tory requirements. We also should be careful not to establish a
process to defund projects without cause especially now that obli-
gated money has been translated into real projects with real jobs
in every state. I would like to thank our witnesses for their partici-
pation at this hearing and I look forward to their testimony. Thank
you, Mr. Chairman.

Mr. WALDEN. And I thank the gentleman from California. I just
note for the record note that we have met with the RUS adminis-
trator. We will have additional hearings. The RUS administrator
actually is out of the country right now, and so we are going to go
ahead with this part and then we hope to have another hearing
where they are available. Now I would like to recognize the Chair-
man Emeritus of the Committee, Mr. Dingell, who would like to
welcome our witness, Dr. Donald Welch who is President and CEO
of Merit Network. So with this I would yield to the distinguished
gentleman from Michigan, Mr. Dingell.

Mr. DINGELL. Mr. Chairman, you are most courteous. I thank
you for your graceful treatment of me and my constituent and I
congratulate you on your first hearing which is an important one.

I want to welcome our witnesses today particularly Dr. Donald
Welch, the President, and the CEO of Merit Network Incorporated
which is based in my District in Michigan. Merit is the recipient
of over $100 million in grants from the National Telecommuni-
cations and Information Administrations Broadband Technology
Opportunities Program (BTOP) to extend the broadband Internet
infrastructure to anchor institutions and underserved areas in
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Michigan, Wisconsin, and Minnesota. So welcome, Dr. Welch, and
we wish you great success in Merit’s very valuable project. Federal
support for infrastructure projects such as yours support economic
growth will help our country to recover from current recession and
also are going to be very useful in moving this country forward in
terms of technology which is so important. Again, Mr. Chairman,
I thank you for your courtesy to me and yield back the balance of
my time.
[The prepared statement of Mr. Dingell follows:]

PREPARED STATEMENT OF HON. JOHN D. DINGELL

Thank you, Chairman Walden, for holding today’s oversight hearing about
projects sponsored under the American Recovery and Reinvestment Act (ARRA). As
you know, the Committee on Energy and Commerce has a proud history of using
fair and measured oversight to inform its legislative work. I am confident you will
carry on in this tradition.

Before making my remarks, I would like to welcome our witnesses today, particu-
larly Dr. Donald Welch, the President and CEO of Merit Network, Inc., which is
based in my district in Michigan. Merit is the recipient of over $100 million in
grants from the National Telecommunications and Information Administration’s
(NTIA) Broadband Technology Opportunities Program (BTOP) to extend broadband
Internet infrastructure to anchor institutions and underserved areas in Michigan,
Wisconsin, and Minnesota. Welcome, Dr. Welch, and best of luck with your com-
pany’s valuable project. Federal support for infrastructure projects such as Merit’s
support economic growth and will help our country recover from the current reces-
sion. All the same, such support must be subject to reasonable scrutiny in order to
mitigate waste, fraud, and abuse.

I note that my Republican colleagues have circulated a draft bill to require NTIA
and RUS to return to the U.S. Treasury any BTOP or Broadband Initiatives Pro-
gram (BIP) funds either agency finds to have been involved in fraudulent, wasteful,
or mismanaged projects, as well as funds that are otherwise unobligated. I find this
curious in view of the fact that ARRA, as amended by Dodd-Frank, already requires
this. Nevertheless, I hope our witnesses, especially the Commerce and Agriculture
Departments’ respective Inspectors General and Mr. Goldstein of the GAO, will help
me understand the necessity, implications, and feasibility of such legislation for
NTIA and RUS, all while bearing in mind that the draft bill authorizes no spending
whatsoever for the additional oversight burdens it imposes.

Thank you for your courtesy, Mr. Chairman, and I yield the balance of my time.

Mr. WALDEN. And I thank the gentleman and with that, Dr.
Welch, if you would like to be our lead-off witness just go ahead
and make sure your microphone is turned on and we look forward
to your testimony. We appreciate your being here, sir.

STATEMENTS OF DONALD J. WELCH, PRESIDENT AND CEO,
MERIT NETWORK, INC; GARY SHORMAN, PRESIDENT AND
CEO, EAGLE COMMUNICATIONS; MARK GOLDSTEIN, DIREC-
TOR, PHYSICAL INFRASTRUCTURE ISSUES, GOVERNMENT
ACCOUNTABILITY OFFICE; PHYLLIS K. FONG, INSPECTOR
GENERAL, U.S. DEPARTMENT OF AGRICULTURE; AND TODD
J. ZINSER, INSPECTOR GENERAL, U.S. DEPARTMENT OF
COMMERCE

STATEMENT OF DONALD J. WELCH

Mr. WELCH. Thank you. Good morning, my name is Don Welch.
I am the President and CEO of Merit Network and I am very
proud to be here on behalf of Merit Network and its community in
Michigan.
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Merit Network, as you have heard, is an independent non for
profit that is governed by the public universities. Merit receives no
subsidies from the State. Our mission is to provide community an-
chor institutions with advanced IT and network services to foster
collaboration and community and to facilitate knowledge transfer
with and between community anchors. Merit is guided by a vision
of equal access to information for all Michigan citizens regardless
of geographic location.

For almost a decade, Merit has had a plan to build fiber to serve
community anchor institutions in rural and remote regions of
Michigan where an absence of viable backhaul has left entire com-
munities underserved but we have lacked the funds to do so.
Through BTOP and with the support of the Michigan public uni-
versities, Merit’s vision is within reach to the benefit of all sectors
of society and the entire State. Merit’s project is 2,287 miles of
fiber optic cable lit at 10 Gbps that provides both “middle mile” or
backhaul infrastructure in underserved areas and redundant paths
out of poorly connected areas that will improve service for the en-
tire region. Merit and its commercial sub recipients will each own
infrastructure. Merit serving the community anchors the sub re-
cipients focusing on homes, businesses, and local internet service
providers. Our project will directly connect over 100 community an-
chor institutions and has the ability to serve an additional 900
community anchors. The network will also have access points in 51
central offices and create 12 new colocation spaces making it easy
for existing providers to leverage the project. Thus the network can
indirectly serve over 55,000 businesses and 1 million homes.

The majority of the cost for many local ISPs in the service area
are for backhaul to internet exchange points like that are in places
like Chicago. Our project provides cost effective backhaul to areas
where it is lacking. In some instances customers could see over 10
times the bandwidth for less than half of what they are currently
paying. Merit is a member of the Schools, Health Care and Librar-
ies Broadband Coalition because we share their belief that high ca-
pacity broadband is the key infrastructure that K-12 schools, uni-
versities, colleges, libraries, health care providers, and other com-
munity anchors need to provide 21st century education, informa-
tion, and public services. Community anchor institutions also need
access to a private network of peer organizations for the exchange
of information, consolidation, and sharing of services.

The Merit Network is the platform our members use to collabo-
rate, cut costs, and provide better service to their constituents and
patrons. Our project will eliminate geographic barriers for Michi-
gan community anchor institutions. Merit has members in the
Upper Peninsula that are further away from Merit’s offices in Ann
Arbor than we are right now from—in D.C. from Ann Arbor. This
project will enable them to collaborate with members across the
State as if they were across town.

The project 1s not without risk. The BTOP grants provide 80 per-
cent of the estimated capital costs of the project. Merit and the sub
recipients are responsible for 20 percent and the maintenance of
the complete work. Merit is responsible for cost overruns and oper-
ational costs during construction. We have drawn out our existing
staff to support the project before we can reduce cost or generate
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any revenue. Even exceeding the budget by one penny per foot in
construction and materials means an additional cost of 120,000 for
us—a substantial amount. We have every incentive to spend the
money wisely.

Merit controls the project and mitigates its risk in several ways.
A competitive RFP process is used to select vendors. Merit has es-
tablished a process for handling all federal funding. We have vetted
the process with a red team exercise in which we try to anticipate
every way someone could get improper access to the funds. Merit
has hired four BTOP funded staff to support our reporting and
compliance team. That team includes the librarian as we expect to
have over 100,000 auditable documents by the project’s completion.

The impact of our project’s success will be profound and long
lasting for Michigan which is working hard to revitalize its econ-
omy. We believe that education and economic development are in-
separable. The two key components necessary for economic develop-
ment are an educated work force of life-long learners and unfet-
tered access to the global information grid. Our project targets
both, creating knowledge infrastructure upon which Michigan will
compete and grow in the 21st century. Thank you very much.

[The prepared statement of Mr. Welch follows:]
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February 10, 2010

One Hundred Twelfth Congress
Congress of the United States

House of Representatives

Committee on Energy and Commerce

“ARRA Broadband Spending”

Witness Name: Dr. Donald Welch

Witness Organization: Merit Network, inc. {www,merit.adu)
Summary of Written Testimony

Problem

In rural and remote Michigan, a lack of viable backhaul infrastructure limits internet and network
service performance, availability and affordability for community anchor institutions {CAls), homes
and businesses, placing these entities at a disadvantage compared to their counterparts in
metropolitan areas of Michigan and the US.

Solution

Merit Network, Inc., Michigan's research and education network provider, in coliaboration with eight
commercial providers, acting as sub-recipients of the BTOP grants, will create 2,287 miles of “middie
mile,” shared infrastructure that will address Michigan’s backhaut shortfalis.

Impact

Through REACH-3MC, Merit will provide 105 community anchor institutions with a dedicated 1 Gbps
fiber connection, and enable the same benefits of a high-capacity connection for over 300 more
community anchor institutions in the service area.

REACH-3MC will create a statewide CAl network that will enable Michigan’s public institutions to
consolidate resources, cut costs and provide more service to Michigan’s citizens.

The REACH-3MC service area encompasseskover 1 million homes and 55,000 businesses that stand to
benefit from the fiber-optic infrastructure either as direct customers of a REACH-3MC sub-recipient,
or indirectly through an existing service provider that obtains backhaul from a REACH-3MC sub-
recipient.

Because it is a “middie mile” network with “open access” principtes, REACH-3MC will support not
harm incumbent service providers in the service area.

Extending broadband to financially troubled areas in Michigan will improve the quality of life, create
jobs and spur economic growth in a state with one of the highest needs of any in the nation.

Project Safeguards

Merit Network has owned and operated networks for over 40 years. Merit has the experience and
internal mechanisms in place to successfully complete a project of REACH-3MC’s magnitude, Merit
has created internal mechanisms to complement the ARRA oversight controls that protect against
waste, fraud and abuse.

Page1lof1
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February 10, 2010

One Hundred Twelfth Congress
Congress of the United States

House of Representatives

Committee on Energy and Commerce
“ARRA Broadband Spending”
Witness Name: Dr. Donald Welch

Witness Organization: Merit Network, inc. (www.merit.edu)

in 2010, Merit Network, inc. received two grants from the Broadband Technology Opportunities
Program (BTOP} administered by the National Telecommunications and Information
Administration {NTIA} and the Department of Commerce, and funded through' the American
Recovery and Reinvestment Act of 2009 (ARRA). Together the BTOP grants, with help from the
public universities of Michigan, fund REACH-3MC (Rural, Education, Anchor, Community, Heaith
care — Michigan Middie Mile Collaborative), a project that will create much-needed fiber-optic
infrastructure in rural and underserved areas of Michigan, with key interconnection points in

Wisconsin and Minnesota.

REACH-3MC engages Merit Network, Michigan’s research and education provider to
community anchor institutions {CAls), and eight commercia! sub-recipients to serve all sectors
of society: homes, businesses and CAls. REACH-3MC solves the backhaul problem in rural
Michigan by constructing 2,287 miles of “middie mile” fiber-optic infrastructure governed by

“open access” network principles.

Page 1 of 12
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REACH-3MC will create much needed infrastructure in a state that must transition from a
manufacturing-based economy to one that is based on information and technology. The
infrastructure is vital to both education and economic development. REACH-3MC furthers
Merit’s vision of equal access to information for aill of Michigan, and enables Michigan’s public

institutions with a mechanism to cut costs and provide more service to their constituents.

Problem REACH-3MC Seeks to Address

In rural and remote areas of Michigan, a lack of backhaul infrastructure, or a lack of cost-
effective backhaul due to shortfalls in capacity and competitive service offerings, limits internet
service performance, availability and affordability for end users. Internet Service Providers
{ISPs) that serve homes, businesses and community anchor institutions (CAls) in rural Michigan
are hindered because the majority of their costs go to obtaining backhaul. Circuit connections
and transport to major Tier 1 access points are either cost prohibitive or unavailable due to

limited capacity.

Michigan’s unique geography creates a state with a substantial land mass and a population that
is predominately concentrated in metropolitan areas of the Lower Peninsula’s southern core.
In the rural areas beyond this core, population density is not enough to support a cost-effective
build-out of Internet infrastructure. The cost of construction is too great to render:-a
sustainable return on investment. The result is that the regions of the Northern Lower
Peninsula, Upper Peninsula, Ohio border and Lake Michigan coastline are underserved in terms

of broadband resources.

Page 2 of 12
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Because of the lack of backhaul, community anchor institutions in rural and remote Michigan
are forced to operate with levels of Internet, telecommunication and networking service that
are below their need. These CAls provide the same vital services that the pubiic relies Lipon
with only a fraction of the resources their counterparts in populous regions of Michigan and the
US have access to. The problem is the same for businesses in rural and remote Michigan that
must compete in the emerging global economy without an effective method to access it. End

users at home face similar predicaments regarding access to information.
About Merit Network and the SHLB Coalition

Merit Network, Inc. is an independent, 501{c)3, non-profit organization that receives no subsidy
or funding of any kind from the State of Michigan. Our origins date back to 1966, when Merit
was founded by the three major universities in ‘Michigan as a shared resource to help meet
their networking needs. Over time, Merit’s mission has evolved to inciude the service of
community anchor institutions of all kinds. Merit provides our Members with leading-edge
network resources and network-related services. Today, Merit owns and operates the longest-

running research and education network in America.

Merit Network believes in the strength of a robust educational community, both in Michigan
and nationwide. As a member of the Schools, Health and Libraries Broadband Coalition (SHLBC)
we believe that improving the broadband capabilities of schools, libraries and health care
providers will enhance the quality and availability of the essential services they provide to the

public and will help them serve underserved and unserved poputations more effectively.

Page3of12
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As a valued resource to our Member organizations, Merit Network has helped our Members
achieve success by working with them to facilitate collaboration between organizations. The
Merit backbone, a network of CAls connected to one another is optimal infrastructure not only
for telecommunication and access to information, but also for the sharing of resources and
consolidation of services for Michigan’s public institutions. it allows our Members to cut costs
and provide more service to their patrons and constituents. Due to the lack of backhaul in rural
and remote Michigan, not all CAls have the ability to connect to the Merit network to take

advantage of these benefits.

Merit Network is guided by a vision of equal access to information for all of Michigan’s
citizens—-—regard’less of physical location or geography. Though we have fostered this idea for
quite some time, Merit lacked the financial means necessary to bring our vision to reality.
Absent the BTOP grants Merit Network received, building the necessary infrastructure would
take decades. The BTOP grants greatly accelerate that process to the benefit of the entire

state.
Solving the Backhaul Problem, a Foundation for Michigan’s Future

REACH-3MC will create 2,287 miles of fiber-optic infrastructure through 52 counties in
Michigan. The fiber will be lit with the most advanced technologies and is designed to benefit

all sectors of society: homes, businesses and community anchor institutions.

REACH-3MC is based on a comprehensive community approach that leverages public-private
sector collaboration. Because our mission prohibits Merit from providing service to homes and

businesses, Merit engages eight different commercial providers through REACH-3MC who, with

Page 4 of 12
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Merit, will each own fiber strands over various portions of the REACH-3MC network. This is
what is commonly referred to as a “condo build” in the telecommunications industry. As the
primary grant recipient, Merit owns the fiber sheath, while the ownership and operation o% the
fiber strands within the sheath are divided between Merit and the commercial providers, who

are sub-recipients of the grants.

REACH-3MC network segments will have between 12 and 168 strands of fiber. The basic access
speeds will range from 10 Gbps {gigabits per second) and 1 Gbps. The infrastructure allows for
capacity to be easily increased with a simple upgrade in optronics to accommodate future

growth and industry innovation with additional investment in fiber-optic infrastructure.

Merit’s portion of the fiber will allow state and local governments, universities, schools,
libraries, health care facitities, community colleges, public safety entities and other community
anchor institutions to connect to Merit’s private, high-performance network, enabling them to

lower costs, consolidate services and provide more service to Michigan’s citizens.

REACH-3MC will provide over 100 direct connections to community anchor institutions, but as a
"midd!ekmile” project, the aim of REACH-3MC is not to directly connect every home and
business in the network service area, but rather, REACH-3MC will build backhaul into a region.
Local 1SPs will then have the opportunity to use this infrastructure to provide faster, chea;per,

and more reliable service.

The regulations of the grant ensure that REACH-3MC will be an “open access” network,
meaning that any ISP with an interest in connecting to the network will not be unreasonably

withheld from doing so where capacity permits. Connection agreements will be negotiated in
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good faith and access will be at market rates, in this manner, REACH-3MC supports incumbent
ISPs in the service area. Leveraging the middle mile infrastructure, local 15Ps will have the
option to obtain affordable backhaul service from REACH-3MC and improve service offerings.
Merit will work with any ISP interested in accessing REACH-3MC infrastructure to leave a splice

enclosure at a desired location for interconnection.

The number and diversity of sub-recipients participating in REACH-3MC ensure the network wili
be a sustained investment that delivers résu!ts. On each network segment, there are multiple
service providers {(Merit and sub-recipients) competing to provide a given community the best
value—whether it be wholesale transport to a local ISP, a fiber connection to a school or library,
or residential and commercial service. Each sub-recipient brings a different value proposition
to the service area, employing different technologies, content and service packaging.
Competition will also enforce market rates, ensuring that consumers in remote areas wili not

pay more for the same service than those in metropolitan areas.
Benefit to Community Anchor Institutions

Through REACH-3MC, Merit will provide 105 community anchor institutions with a dedicated 1
Gbps fiber connection. REACH-3MC will make it feasible for any other community anchor
institution to connect at speeds of 1 Ghps or greater. The FCC National Broadband Plan sets a
goal to connect every CAl in America at 1 Gbps by 2020. REACH-3MC will place these anchor
institutions in the service area almost a decade ahead of this target and allow them to

collaborate with the over 230 other community anchor institutions that are currently
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connected to the Merit network. Additionally, REACH-3MC will enable the same benefits of a

high-capacity connection for over 900 more community anchor institutions in the service area.

Indirectly, community anchor institutions in every region of Michigan will benefit from REACH-
3MC because it will complete a statewide network for CAls. Merit currently connects 35 % of
private universities, 93 % of public universities, 66 % of community colleges, 63 % of K-12 ISDs,
50 % of library cooperatives and 37 % of public libraries in Michigan—the vast majority of those

not connected due to a fack of affordable backhaul in their area.

Advanced Placement {AP)} classes, which provide students with a significant academic
advantage in college preparation, are only available on a limited basis in remote areés of
Michigan districts—if at all. Foreign language classes tell a similar story: students in remote
areas have fewer opportunities and options than those in metropolitan areas. Utilizing the
statewide CAl network, students anywhere in the state will be able to take advantage of both
AP and foreign language courses, leveling the playing field and ensuring that every Michigan

school is equipped to produce a skilled workforce that will drive the 21st century economy.

REACH-3MC received over 250 letters of support from community anchor institutions in
Michigan, including letters from over 30 CAI Leadership Organizations {example: Michigan
Association for Intermediate School Administrators). REACH-3MC has the backing of 12 major

Universities in Michigan that are committed to fully supporting the project in its entirety.
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Public Safety: a Foundation for Michigan’s Transition to Next Generation 911

Due to the need to update first-response public safety, the State of Michigan commissioned a
study on transitioning to Next Generation {(NG) 911 service. The resulting plan has a dedicated,
high-availability network as its foundation. The cost of such a network had placed the
implementation of this plan in doubt. With REACH-3MC in place, making an incremental move

to the NG 911 system is not only possible, but likely in the future.

A portion of REACH-3MC was designed with input from the State of Michigan 911
Administrator. The fiber, leveraging REACH-3MC and Merit’s existing network, will provide a
footprint to connect all Public Safety Answering Points (PSAPs} to a robust, IP-based
infrastructure that will create cost-savings and enable the consolidation of resources. The
redundancy, security, interoperability, and flexibility of this network will be paramount to
maintaining a reliable 911 system in Michigan, and provide options and functions to meet the

changing demands of pubiic safety.
Improved Service for Homes and Businesses

REACH-3MC will enabie the commercial sub-recipients access to 51 Central Office facilities
throughout the state, which they will use to provide “middle mile” service and leverage the
existing infrastructure of local ILECs {incumbent Local Exchange Carriers) to provide better
service to the community. An additional 12 colocation facilities will be constructed as part of

REACH-3MC that will enable the same for providers in the Upper Peninsula.
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The REACH-3MC service area encompasses over 1 million homes and 55,000 businesses that
stand to benefit from the infrastructure either as direct customers of a REACH-3MC sub-
recipient, or indirectly through an existing service provider that obtains backhaul from a REACH-

3MC sub-recipient.
Economic Development

REACH-3MC is focused on the needs of Michigan and Michigan’s efforts to fix its faltering
economy. Until recently, Michigan had the highest unemployment rate in America for 4 years.

Michigan has lost more than 300,000 jobs since 2000, including 170,000 manufacturing jobs.

Extending broadband to these financially troubled areas will create jobs and boister economic
growth in a state with one of the highest needs of any in the nation. Merit Network has
received strong support and interest from a number of Economic Development Councils in
Northern Michigan who are very excited about the possibility that REACH-3MC infrastructure
holds for their communities. They believe in transformative power of broadband to improve

the quality of life in Michigan’s rural areas.

More high-speed internet means more small businesses, farmers, and entrepreneurs will have
better access to national and international markets, to a broader array of vendors, suppliers

and customers and to a team of skilled employees.

As our state must transition to an information-based economy, its entire citizenry needs access
to affordable, high-speed broadband at home, in the workplace and at its community anchor

institutions. That is why it is impoertant to view REACH-3MC not as an exercise on the Federal
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Government’s part that favors one entity over another, but rather, because of the “open
access” provisions and the investment in community anchor institutions, it is important to view

REACH-3MC as an investment in a foundation that will benefit the entire state.

Businesses considering relocation to Michigan will no longer face difficult choices. Michigan
has. always had incredible physical beauty, but a lack of modern infrastructure has sometimes
deterred potential companies from operating here. With the completion of REACH-3MC,
prospective companies will nt;t be forced to decide between setting and resources. Our state

will have pristine natural resources and leading-edge modern business infrastructure.
Job Creation

Merit Network plans to hire 13 new positions in support of REACH-3MC funded by the BTOP
program. Of those 13, Merit has hired 5 thus far. REACH-3MC sub-recipients have also
indicated that they will hire new staff in support of the project. Merit has already hired 8

additional staff from non-BTOP funds since the first award.

Merit Network has awarded $7,871,851 in contracts to vendors in support of REACH-3MC
implementation for environmental assessment consulting, engineering, fiber and materials.
Merit has retained three construction contractors in support of the REACH-3MC build-out, one

of which has begun construction and reported adding six new jobs in support of the work.

Merit Network estimates the total jobs created by the REACH-3MC project will be 946 job-
years. The methodology used to determine the job-years created by this project came from the

Council of Economic Advisors, May 2009, and was required by the Round 2 BTOP grant
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application. Specifically, Merit utilized the methodology found in Table 5 of the Council of
Economic Advisers “Estimates of Job Creation from the American Recovery and Reinvestment

Act of 2009.”

A study by Gartner Consulting referenced in “Michigan’s Push for Broadband,” published by
Michigan Department of Information Technology, concludes that accelerating the build out of a
statewide broadband infrastructure in Michigan could result in a $440 billion increase in

Michigan’s gross state product over the next ten years.

Because the BTOP grant requires a 20 percent cash-match, the initial Federal investment has
catalyzed an additional $25.7 million in private investment. Merit has successfully secured $8.3
million in foans that will account for its portion of the total matching funds, and REACH-3MC

sub-recipients are in the process of securing their portion of the remaining $17.4 million.
Project Oversight and Control

From an organizational standpoint, Merit Network is very capable of successfully completing
REACH-3MC. Merit has owned and operated network infrastructure for over 40 years. Merit
also has extensive experience managing network construction. Merit continues to leverage its

experience from managing the NSFNET, the precursor to the modern internet.

The staffing, policies and practices are currently in place to manage a project of REACH-3M(’s
scale. Merit has established internal controls to safeguard against the following: abuse of
wages and benefits, employee expenses, fairness in vendor evaluation for equipment

procurement and contracts awarded as part of the project, expenses for services and
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maintenance, and cash flow related to the project. All of these controls are delineated in

Supplemental Information submitted with this testimony, “Project Safeguards.”

The ARRA, NTIA and NOAA (National Oceanic and Atmospheric Administration, an agency that
supports NTIA in their grant oversight activities) require Merit to submit several reports that

detail project performance, construction completion, and funds expended.

Additionally Merit’s financials are audited annually and Merit has always received an
unconditional report from the audit firm. In the fall of 2011 and each subsequent year, Merit

will receive an A-133 audit as required by the grants.
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Supplemental Information

Project Safeguards

Ability to Successfully Complete the Project
Controf:

Merit is a full service company providing expertise in network engineering, network
operations, a 24/7 Network Operations Center, member relations, marketing, IT,
finance and adrr»\inistration. Merit has already built hundreds of miles of fiber and has
operated a network for over forty years. Merit currently has approximately 75
employees and estimates that it will be hiring about 10 more over the next 18

months. Below is a list of staff that works directly and indirectly on the project:

Grant Specific Staff

» Grants Manager —project manager, NTIA liaison, compliance oversight

* Compliance Manager- Documentation specialist, compliance manager,
systems coordinator

e Permit Specialist — state/county/municipality permit coordinator

e Accountant — hilling and invoicing, project tracking

¢ Outside Plant Project Manager — construction and engineering oversight

* Outside Plant Project Manager Assistants- aids to the OPP Manager

s Outside Plant Tool Developer

» Network Engineers
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e Network Engineer-Equipment specialist

e Engineer Technicians- aid to engineers

Merit Support Staff

® Director of Engineering

e Mapping Specialist

o GIS Technician

o Director of Operations

e Engineering Staff

» Controller

o Assistant Controller

e Community Relations Managers

e Communication Specialist

Merit has written and posted a Conflict of Interest {COl) policy and whistleblower
information in its offices. Merit has a zero tolerance for the acceptance of any type of
gratuity at any level. The COI outlines standards of conduct to establish safeguards to
prohibit employees from using their positions for a purpose that constitutes or
presents the appearance of personal or organizational conflict of interest, or personal

gain in the administration of the awards. All Merit employees operate under the

University of Michigan staff codes of conduct.

The Grants Manager and the Compliance Manager are knowledgeable of the grant

requirements and continue to attend training seminars offered through the NTIA to
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keep abreast of any changes and to reinforce prior training. They in turn share the
knowledge and skills learned with other staff to ensure compliance requirements are
met throughout the organization. Al tools are made available to all staff including:
the grant agreements, the NOFA, various regulations, terms and conditions,

handbooks, cost principal circulars, and Federal Internet sites.

Wages and Benefits within Acceptable Limits
Controf:

All staff (except the project Outside Plant Project Manager who serves as a
consultant) are University of Michigan employees. Salaries are regulated through
prescribed market ranges within the university system. Al fringe benefits are
standard University of Michigan benefit packages and average about 28.5% of salary.
No preferential treatment is given for position or title. All positions are listed and
staff is hired according to University policy and procedure. Merit is audited annually
and all payroli and fringe benefit registers and a listing of ail employees and related

salaries are reviewed for accuracy and omissions by the auditors.

Travel and Other Employee Expense Within Acceptable Limits

Control:

Travel is reviewed and approved by the supervising manager, the company controlier
and the VP of Finance and Administration. {Three approvals required.} The current

Federal rate per mile {$0.51/mile) is utilized. Records are kept of miles traveled.
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Overnight trips require advance approval from the direct supervisor and meal
payment utilizes the Federal per diem rates or actual reimbursement if less.
Consultants are reimbursed for travel based on the same procedures. Merit does
not own any vehicles; however, the University of Michigan rents vehicles at reduced

rates which Merit utilizes as often as it can to reduce travei costs.

Project staff equipment is limited to standard issue laptops and monitors which are
included in the corporation’s inventory database. Cell phones are either company
issued through a reduced rate plan with the University of Michigan or an employee
can choose to utilize their own cell phone. A standard $20 to $30 taxable monthly
stipend is provided for those who utilized their own phones. Cell phones and
stipends provided by Merit must be approved by the supervising manager and the VP
of the supervising manager. All invoices and payments are auditable through Merit’s

financial records.

Merit does not have a negotiated indirect cost rate with any Federal agency.
Therefore, indirect costs have not been included in the project as directed by OMB

Circular-A21.
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Network, Fiber, Conduit, Splice Cases, Huts, Hand-hole, and Tagging Equipment Exgénse

Within Acceptable Limits

Control:

Merit has a very knowledgeable staff of network and operations engineers and

many years of experience procuring network equipment and fiber related products.

The original budget submitted to the NTIA for network equipment was from direct
" vendor quotes or current vendor contracts, Alt equipment purchased through the
Stimulus grant has to be matched against the submitted and approved budgeted
Stimulus listing for equipment. Since the listing was approved over one year ago
very often the cost of the equipment has gone down or the features of the
equipment have improved. Merit has been able to negotiate additional reductions in
cost by leveraging the awarding of the second grant. Merit seeks to reduce costs
whenever possible. However, it anticipants increased costs in some budget
categories. One example is the current escalation of petrofeum based products
resulting in the cost increase of conduit material. Merit is carefully balancing and
monitoring these differentials in order to successfully complete the project within

budget.

Budgeted amounts for fiber, conduit, splice cases, huts, hand-holes, tags and other
related equipment were based on estimates from various vendors and current

purchasing experience.
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All equipment purchases, except those with a sole source justification, commence
with an Internet published Request for Proposal. Submissions are reviewed and
ranked for quality, price, compatibility and other necessary conditions. The top
suppliers: are interviewed before a final selection is made. The decision to award a
contract, including ones with a sole source justification, is made in a group settiﬁg
within the company; no one individual has the sole authority to approve the vendor
choice. Once selection has been made it is announced on Merit’s Web site. All
vendor contracts must contain the compliance conditions required by the NTIA
and/or Merit which may include but are not limited to the following: a)
consequences for breach or default by the contractor or supplier, b) supplying a bid
guarantee, c) performance bond if required, d) equal employment opportunity
agreement, e} compliance with the Copeland “Anti-Kickback” Act, f) compiiance with
the Davis-Bacon Act, g) Compliance with Contract Work Hours and Safety Standards
Act, h) compliance with the Clean Air Act and the Federal Water Pollution Control
Act, g) compliance with the Byrd Anti-Lobbying Amendment, h) compliance with the
E.O.s 12549 and 12689 Debarment and Suspension, i) minimum insurance levels,

and j) compliance will ali NTIA regulations and requirements.

Merit has an official written restrictive policy for procurement. All purchases of fiber
equipment must be approved by one manager if under $5,000, and two managers if
over $5,000. The CFO approves and reviews all project purchases. Fiber equipment
delivered directly to the field such as optical fiber, conduit, splice cases, etc. is

verified by on-site staff and tested when appropriately connected. If it passes
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acceptability testing then the cost of the equipment is aggregated along with
environmental assessment, engineering, construction, and other related costs and

recorded into the asset management system.

All related equipment orders, packing slips, invoices, iocation information and asset
management documentation is kept indefinitely either electronically and/or
hardcopy until disposal of the equipment. No egquipment can be sold, transferred,
conveyed, or mortgage without the expressed permission of the NTIA during the

usefut life of the asset in whole or in part.

Underlying transaction records are reviewed to assure they properly reflect activities
and costs that are ARRA allowable. All requests for payment are evaluated for
project appropriateness, budget alignment, and proper authorization before

payment is issued.

Environmental Assessment, Engineering, Construction, Maintenance Expense Within

Acceptable Limits

Control:

All contractor agreements, except those with a sole source justification, commence
with an internet puB!ished Request for Proposal. Submissions are reviewed and
ranked for quality, price, compatibility and other necessary conditions. The top
suppliers are interviewed before a final selection is made. The decision to award a

contract, including ones with a sole source justification, is made in a group setting
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within the company; no one individual has the sole authority to approve the vendor
choice. Once selection has been made it is announced on Merit’s Web site. All
service contracts must contain the compliance conditions required by the NTIA
and/or Merit including but not limited to: a) consequences for breach or defau/lt by
the contractor or supplier, b} supplying a bid guarantee, c) performance bond if
required, d} equal employment opportunity agreement, e} compliance with the
Copeland “Anti-Kickback” Act, f) compliance with the Davis-Bacon Act, g) compliance
with Contract Work Hours and Safety Standards Act, h) compliance with the Clean
Air Act and the Federal Water Poliution Control Act, g} compliance with the Byrd
Anti-Lobbying Amendment, h} compliance with the E.O.s 12549 and 12689
Debarment and Suspension, i) compliance with the Whistleblower Protection Act, j)
minimum insurance levels, and k) compliance will ali NTIA regulations and

requirements.

Merit has an official written restricted policy for procurement. All payment of
consultants or contractors must be approved by one manager if under $5,000 and

two managers if over $5,000, The CFO approves and reviews all project purchases.

Merit is required for the useful life of the facility, funded with the award, to be
properly and efficiently administered, operated, and maintained for the purpose
authorized by the award and in accordance with the terms, condiﬁons,
requirements, and provisions of the award. If the NTIA determines at any time.

during the estimated useful life of the project, that the project and any project
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property is not being properly and efficiently administered, operated, and
maintained, then the NTIA has the right to terminate the award. Merit currently
operates and maintains a network in Michigan. [t operates an efficient 24/7
Network Operations Center to monitor, identify and report disturbances across the
network. Furthermore, it is currently planning on hiring additional engineers and
technicians to monitor the physical network by quarterly driving the entire 2,300
mile route and inspecting all related assets. Merit will establish annﬁal contracts
with emergency repair crews and will utilize its own operations and engineering staff

to facilitate repairs and general maintenance along the route.

Underlying transaction records are reviewed to assure they properly reflect activities
and costs that are ARRA allowable. All requests for payment are evaluated for
project appropriateness, budget alignment, and proper authorization before

payment is issued.

ARRA Reporting Requirements

Controi:

The NTIA has a number of Special Award Conditions (SACs) related to reporting and
monitoring. Merit is required to report on the progress of the project on a regular
basis as described in section 1512{c} of the ARRA SAC. This information is %hen
shared with the public on its Web site. Failure to provide acceptable reporting by
the due date can result in the suspension or termination of the award. The following

reports are currently required by the NTIA:
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¢ Baseline Report
» Due: 45 days after the award date
» The report lays out the project plan in narrative form as well as
percentage complete. The report identifies the number of CAl's Merit
will connect and contracts Merit has with Wholesales or Last Mile
Providers. This report is used to gauge the annual and quarterly

performance project reports.

® ARRA Report
» Due: 10 days after every quarter ends
» The report identifies financial information, vendor information, sub-
recipient informétion, FTE’s created by federal funds as well as briefly
discussing Merit’s quarterly activities. We also report compensation
to officers when the federal funds are substantially expended.
® SF-425
» Due: 30 days after every quarter ends
> The. report depicts the federal funds expended and the matching
funds expended as well as the balance remaining. Merit is also
required to show its cash receipts and disbursements of the grant.
® Performance Progress Report — Quarterty.
» Due: 30 days after every quarter ends
» The report describes the progress of the project for the quarter past

and estimates the progress in the next quarter. It also presents a
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narrative for milestones/accomplishments and any challenges/issue
Merit may have faced in the past quarter and similar projections for
the next quarter. Merit reports on network miles active due to the
Federal funds. This report is compared to the Baseline Report and if
there are variances an explanation is given in narrative form. This
report also lays out the budget for the entire project, the actuals from
the inception of the project and projections from the inception to the

end of next quarter.

e Performance Progress Report ~ Annual
> Due: 30 days after every calendar year end of the funded period
> The report is compared to the Baseline Report where information has
been reported on an annual basis. Information includes the average
cost per new mile, listing the facility name and type, were
construction is taking place and listing agreements Merit has for
interconnection, peering, transit, etc.
Merit collects this data on a regular basis. There have been no issues 'in meeting
reporting deadlines. Merit management meets weekly with its Grant Officer and
other specialists to discuss any problems Merit may be having or answer any
questions the Grant Officer/Merit may have concerning the project. This

communication helps to keep both sides weil informed of project progress.
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Match Funds Requirements

Control:

Merit must provide, from non-Federal funds, not less than 20% of the total of the
project costs. Merit will contribute approximately $8.16M in matching cash and its
sub-recipients will contribute approximately $17.56M. All of Merit’s matching funds
are in the form of cash. Merit was successful in obtaining funding to support its cash
match. Its sub-recipients are self-funding or obtaining loans for their share of the
cash match, Adequate documentation is being maintained to provide proof of the
cash support for the project. Merit only submits requests for funding when an
invoice has to be paid or costs for staff salaries and fringe benefit costs have been
incurred. All submissions for funding are reviewed and approved by the Grant
Manager and the Controller, only 80% funding is requested for any incurred

expense.

Cash, Funding and Payment Requirements

Control:

The NTIA requires that cash flow related to project events be kept segregated from
standard operational cash flow events. Merit keeps a separate checking account for
each of its Stimulus projects. Furthermore, Merit segregates the projects’ revenue
and expense events and the project income statements and balance sheet as

required by the NTIA.
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Merit has put in place strong controls to prevent theft and fraud and to ensure the
proper allocation of ARRA funds. These controls are present in the entire cash flow
process, from payment, to draw down, to disbursement. Separate checking
accounts are maintained for the receipt and subsequent disbursement of funds foi
each ARRA award. Checks are kept in a secure, locked location. The receipt of a
vendor invoice initiates the flow of ARRA funds. The process, and the controls

instituted in each phase of the process are outlined below:

1. Vendor Invoice Received
a. Reach staff prepare payment request form
b. Payment request form and related backup are submitted to
management for approval. Payment request approvals are
obtained based on the following criteria:
i.  Under $5k are approved by the Grant Compliance
Manager (GCM) and the CFO
il Over $5k but less than $10k are approved by GCM and
CFO
fi.  Over $10k require the creation of a PO and are approved
by the GCM, CFO and COO
2. Approved payment request and related backup are submitted to the

Senior Accountant for payment.
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Every Friday the Senior Accountant collects all submitted payment
requests and prepares an analysis which determines ARRA’s 80% and
Merit’s 20% allocation of total pending payments.
Senior Accountant submits the allocation analysis to Reach Grant
Administrator who reviews analysis, prepares a “Request for
Drawdown of Funds” form and signs off.
The “Request for Drawdown of Funds” form is then submitted td the
Controller who reviews and signs off.
The “Request for Drawdown of Funds” form is then submitted to the
GCM who reviews and accesses the ASAP system to initiate the
drawdown of funds, via direct deposit, into the appropriate checking
account. Only the GCM and the CEO have access to ASAP. Neither the
GCM nor the CEO has access to the checking accounts which tightens
control by separating duties. The GCM then routes the “Request for
Drawdown of Funds” form to the Senior Accountant.
The Senior Accountant confirms receipt of funds into the checking
account and signs off on the ““Request for Drawdown of Funds” form.
Upon CFO approval the Senior Accountant transfers Merit's 20%, via
direct deposit, into the appropriate Reach checking account and then
cuts checks to pay those vendors represented on the approved
payment request forms.

CFO signs all checks as a final review
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10. The Senior Accountant provides the bank with a list of all newly cut
checks. The bank then references this list as checks come in for
payment. If there is an anomaly between the list and a check
submitted to the bank for payment the Senior Accountant and
Controller are notified and must provide their approval to the bank
before an anomalous check is cashed.

11. Each checking account is reconciled on a bi-weekly basis.

12. All payment requests, supporting documentation and “Request for

Drawdown of Funds” forms are retained electronically.

All ARRA transactions are monitored through independent reconciliations, ﬁtaff
meeting feedbacks, supervisory review, and management review. Budgets are
utilized to provide proper monitoring of grant activities, to validate that total
expenditures for each budget category do not exceed the amount assigned to the

category, and that budget changed get prior approval from the Grants Officer.

Sub-recipients are not allowed to draw down funds within the ARRA system. All
requests for NTIA budget approved expenses incurred by the sub-recipients will
have to be first reviewed and approved by Merit. The sub-recipient will not be
reimbursed untit all required docu‘mentation has been submitted to Merit. The
responsibility for approval and documentation of approval of cash payments to sub-

recipients requires the approval of three individuals.
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Environmental Assessment Requirements

Control:

The NTIA requires the completion of an environmental assessment (EA) that meets
the requirements of the Nétional Environmental Policy Act of 1969 before expending
funding except for some limited categories such as management and administration,
project planning, collecting environmental-related information, required
consultation activities, conditional insurance, funds used to secure land or right-of-
way leases, right-of-way easements, equipment, etc. It should be noted that in order
to be allowed the use of the limited preliminary funding a 6-month revised
expenditure plan must be submitted within 30 days of receiving this Special Award
Condition and cannot result in an irrevocable commitment of resources; equipment
cannot be placed in the field, alt contracts must contain early termination dates, etc.
Merit applied and was approved to utilize preliminary funding with the above

limitations.

Consultations must include State Historic Preservation Offices, federally recognized
native American tribes, and the U.S. Fish and wildlife Services. The EA must aiso
demonstrate compliance with all other applicable federal, state, and iocal
environmental laws and regulations. Site preparation, demolition, ground
disturbances, or any other project implementation activities may not begin prior to

the completion of the EA. Furthermore, the draft EA must be completed no later
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than within six months. {Unless a formal request for extension is submitted and

approved by the Grants Officer.)

If a project is found to have significant impacts to environmental or historic
resources it may face de-obligation of funding if the impacts cannot be mitigated.
Merit is required to provide any information requested by the NTIA to ensure both
the initial and ongoing compliance with environmental and historic preservation
laws, regulations, and best practices. Merit has weekly meeting with its Grant

Officer who deals directly with the environmental specialist.

Merit hired an environmental consulting firm to manage the environmental
assessment. Merit has since received its FONS| (Finding of No Significant Impact) for
Round 1. However, as the build is about to proceed and minor route changes and
adjustments are required the NTIA requires that Merit not only show cause for the
change but demonstrate that the FONSI results apply to the route adjustment
before granting approval. The NTIA has been very thorough in their analysis'and
review in those instances. If it is not consistent with the approved environmentai
assessment then the project would have to be re-evaluated for compliance. Merit
has just submitted its EA draft for Round 2 and may be near some possible
archaeological sites. The NTIA will require that Merit ensures it will have an NTIA
approved person to monitor ground disturbance and cease construction in that area
should any potential archeological resources or buried human remains are

discovered. The route would then have to be re-evaluated.
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Project Overlap Reguirements
Control:

The NTIA will not allow the use of Federal funds for duplicate construction,
acquisition, or lease of broadband facilities funded by ARRA through the NTIA or
RUS. Merit recently was informed of the possibility that some small sections of the
project may overlap with other projects. Merit had to provide a detailed, street-
level network map confirming that there was or was not duplication of construction.
In the very few instances where project section overlap was confirmed Merit and
the other funded projects were directed to work together to present a plan that

resulted in no duplication but retention of the operational integrity of each project.

Project and Company Audit Requirements
Control:

Merit’s financials are audited annually by Plante/Moran and has always received an
unconditional report from the audit firm. In the Fall of 2011, Merit will have an A-
133 audit performed by Plante/Moran as it will annually during the duration of the

project.
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Mr. WALDEN. Dr. Welch, thank you and I would be remiss not
to also thank you for your many years of service it the U.S. Army
and your teaching at West Point. We appreciate that.

Mr. WELCH. Thank you.

Mr. WALDEN. Now I would like to move on to Mr. Gary Shorman,
President and CEO of Eagle Communications. Mr. Shorman, you
have 5 minutes for your opening statement. We thank you for par-
ticipating in our hearing today.

STATEMENT OF GARY SHORMAN

Mr. SHORMAN. And thank you for being here. My name is Gary
Shorman. I am President and Chief Executive Officer of Eagle
Communications, a small business that is based in Hays, Kansas.
And I appreciate being invited today to talk about my experience
on the impact of how the Recovery Act’s Broadband Initiative Pro-
gram or BIP has had on our company.

Eagle offers high speed internet, high definition cable television,
and digital telephone service to our communities throughout cen-
tral and northwestern Kansas. In the last five years alone we have
invested over $20 million to make sure our customers have cutting
edge technology for broadband and broadband speeds. Our com-
pany has 277 employees of which 212 are employee owners through
our employee stock ownership plan. That means that our employee
owners live, work, and volunteer their time in the communities
that we serve. We like what we do and we like where we do it.
Eagle strongly supports the primary goals of the BIP program.
Broadband is a critical driver in the economic recovery and global
competitiveness especially in rural Kansas and rural America be-
cause it provides and creates jobs and provides for a better edu-
cational opportunity. Our concern with the program, however, is
that how it has been implemented and certain funded projects may
actually frustrate the goals of BIP. My testimony today will explain
part of my concerns.

In January of 2010, the RUS announced a $101 million BIP
award, nearly one-third of the money awarded in round one, to one
of our competitors, Rural Telephone Service Company—that is
RTS. We were stunned that while the award’s announcement stat-
ed that is would be used to provide “service in an area that was
99.5 percent underserved or unserved” RTS announced that money
would be used to build part of their plant and upgrade their net-
work in Hays. Hays is one of the best served for technology in
western Kansas. Eagle, AT&T, and RTS’s own affiliate Nex-Tech
all provide high speed broadband service there. A report last month
on the availability of broadband in Kansas showed that 99.99 per-
cent of the customers in Ellis County where Hays is the home—
it is the county seat—already have access to broadband and high
speed broadband.

The fact that Hays was one of the communities covered by this
award was particularly surprising. One, because we had done our
best to determine whether Hays was even included in the RTS ap-
plication and secondly, we tried to inform the RUS of the extensive
broadband service already available there. A RUS field representa-
tive actually made a stop and a visit in Hays. The fact is that while
the RUS argues that this project meets the technical requirements
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for BIP funding, it certainly violates the spirit and the intent of the
Recovery Act and BIP’s own rules. It also demonstrates a serious
flaw in the award process.

While much of the geographic area covered by the award may be
technically unserved, almost half of the 23,000 homes in this
project, homes and businesses within this project are actually in
Hays. This means that millions of federal dollars will go toward
overbuilding Eagle and other service providers in this non-rural
area. With this award, the government is effectively penalizing
small companies like ours that has invested its own risk capital in
this network. Companies that have taken financial risk of servicing
rural markets and serving them well it is unrealistic to expect us
to continue to do so if we have to face large government competi-
tion; moreover, wasting valuable time and dollars to overbuild a
community that is well served at the expense of unserved Kansans
and unserved others? That just doesn’t make sense. Eagle is happy
to face competition from other providers, but we cannot effectively
compete with a government backed favorite. RTS has already
gained millions from government supported program. Even prior to
the $101 million BIP award, RTS received millions of dollars in as-
sistance from the RUS on 32 other projects in the same area and
they have received millions of dollars from federal and state Uni-
versal Service Fund program. It is clear to us that the BIP award
to RTS will have a serious impact on our business. RTS has ap-
proached every Hays resident and asked for permission to install
for free network boxes on their home. And they are offering to
those who grant permission a chance to win a free 50-inch HD TV,
maybe a laptop computer, even an Ipad. It is unreasonable to ex-
pect a privately funded company to match these free offers and ex-
pect to compete against this kind of funding.

I am here to ask that this committee consider legislation that
would require wasteful funding to be returned to the Treasury so
that it can be used for other more pressing and more needed serv-
ices, and they assume a more oversight role over funding of awards
to ensure that our Eagle experience is not unnecessarily repeated.
RUS should also be required to defund RTS’s project in the Hays
non-rural area and other places where BIP funds were spent in
manners contrary to the goals of the program. Taxpayer dollars
should not be wasted in an area that is already being well served
at the potential cost of jobs, lost competition, and loss of additional
investment by private companies. Again, thank you for inviting me
to be here and I look forward to your question.

[The prepared statement of Mr. Shorman follows:]
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SUMMARY OF TESTIMONY OF GARY SHORMAN
PRESIDENT AND CEO, EAGLE COMMUNICATIONS, INC.

Eagle Communications, Inc. (“Eagle™) is a small, employee-owned business based in Hays, Kansas.
Eagle offers high-speed broadband Internet access service, high definition cable television service,
and digital telephone service in central and northwestern Kansas. In the last 5 years alone, Eagle has
invested over $20 million to bring cutting edge broadband to its service areas. 98% of the homes
passed by Eagle’s plant have access to broadband connections, and 100% of our cable modem
customers have access to broadband service at 6 MB downstream/2MB upstream or faster. Asa
result of its efforts to continually upgrade its broadband service, 90% of Eagle customers can access
the Internet at speeds of 10 MB or better, nearly 40% at 50 MB or better, and many have access to
speeds of up to 100 MB or more.

Eagle strongly supports the primary goals of the Broadband Initiatives Program (“BIP”). However,
certain BIP-funded projeets may actually frustrate the goals of BIP, lead to wasteful spending, create
enormious economic barriers for existing providers, and limit the funds that would otherwise go to
residents in other areas whose broadband needs were contemplated by the Reeovery Act.

Last January, RUS announced a $101 million BIP award to one of Eagle’s competitors, Rural
Telephone Scrvice Co. (“RTS”). RUS stated that the award would be used to provide service in an
arca 99.5 percent unserved or underserved, but RTS has said that the money will be used in part to
build and upgrade its network in Hays, Kansas.

Hays is one of the best-served communities in western Kansas, with broadband available from Eagle
and other providers. Eagle had demonstrated to RUS that it provides exiensive broadband service in
Hays, and urged RUS to seck out information about the broadband services already being offered in
Hays by AT&T, RTS/Nex-Tech and other carriers.

RUS argues that this project met the technical requirements for BIP funding, but the award violates
the spirit and the intent of both Congress’s Recovery Act broadband provisions and BIP’s own rules,
and demonstrates a serious flaw in the award process. While much of the geographic area covered by
the award may be technically unserved, almost 50% of the 23,000 homes and businesses that are
within the RTS project area are located in Hays. This means that millions of federal dollars will go
towards overbuilding Eagle and other service providers in a non-rural area.

Facing a government-subsidized competitor creates tremendous difficulties for small companies like
Eagle and puts its continued viability scriously at risk, Funding served arcas creates disincentives for
providers to continue deploying broadband through private investment. Companies that have taken
the financial risk of serving a rural market, and serving it well, without government assistance cannot
realistically be expected to continue to do so if they must face a government-subsidized competitor.
Morcover, wasting valuable dollars to overbuild weli-served communities at the expense of unserved
residents of Kansas and elsewhere does not make sense.

Eagle asks that this Committee consider legislation that would require wasteful funding to be returned
to the Treasury so it can be used for other, more pressing and necded services; that any future
governmental funding go to areas where sufficient access to broadband is lacking; and that this
Committee assume an active oversight role over funding awards to ensure that Eagle’s experience is
not unnecessarily repeated. Rather than devoting scarce funds to overbuild an area already served,
funds that would be expended in Hays should be returned to the U.S. Treasury.
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TESTIMONY OF GARY SHORMAN
PRESIDENT AND CEO
EAGLE COMMUNICATIONS, INC.

Good morming, My name is Gary Shorman, and I am the President and Chief Executive
Officer of Eagle Communications, Inc. (“Eagle™). Thank you for inviting me today to share my
experience about the impact of the Recovery Act’s broadband stimulus funding program,
specifically the Broadband Initiatives Program (“BIP”) administered by the USDA’s Rural
Utilities Service (“RUS™), on our small, employee-owned business based in Hays, Kansas.

Eagle Communications offers high-speed broadband Internet access service, high
definition cable television service, and digital telephone service. We also offer web-hosting, e-
business, and wireless solutions. Our service area includes 32 cable systems in central and
northwestern Kansas communities serving nearly 18,000 customers. The size of our
communities ranges from less than 250 in Cuba, Kansas to our largest community, Hays, which
has a population of just over 20,000. Ninety-eight percent of the homes passed by our cable
plant have access to broadband connections, and 100% of those cable modem customers have
access to broadband service that offers 6 MB downstream/2MB upstream or faster service. Asa
result of our continued and significant efforts to continually upgrade our broadband service,
90% of our customers can access the Internet over our fiber deep plant at speeds of 10 MB or
better, nearly 40% at 50 MB or better, and many have access to speeds of up to 100 MB or more.

Our company has 277 employees, 212 of which are employee-owners through our
Employee Stock Ownership Plan. These employee-owners live, work, and raise families in the
same communities that we serve. Our continued success is important to each of our employee-

owners at Fagle.
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Our company is also involved charitably within these communities. Our employee-
owners dedicate thousands of volunteer hours annually across the state. Our “Eagle Cares”
program, a partnership with the Salvation Army, helps needy individuals with their telephone,
[nternet and cable payments. In 2010, Eagle’s trucks delivered “meals on wheels” to retirees
when bad weather kept regular drivers off the road, we recently donated emergency heart
defibrillator units to community schools, and we have raised hundreds of thousands of dollars for
children by sponsoring an annual telethon. Eagle was also one of the first in the country to
connect its schools with broadband Internet connections. We like what we do, and we like where
we do it.

I would like to begin by stating that I strongly support the primary goals of BIP. In fact,
Eagle applied for several BIP awards in areas we believed were unserved, but our applications
were denied. Quality broadband services should be available to all regions of the country,
including the least densely populated areas of the country. Broadband is a crucial driver of
economic recovery and global competitiveness. Broadband links rural America to the rest of the
country and the world, creates jobs, improves educational opportunities, and delivers health care
more efficiently. Eagle has invested over $20 million to bring broadband to its service areas, but
we recognize that there are still some rural consumers who lack access to broadband. Iwas
pleased that BIP placed special emphasis on remote and rural areas without any first generation
broadband, to allow all areas of the country to enjoy the benefits of broadband service.

My company’s concern with the program, however, is that as it has been implemented,
certain funded projects may actually frustrate the goals of BIP, lead to wasteful spending, create
enormous economic barriers for existing providers, and limit the funds that would otherwise go

to residents tn other areas whose broadband needs were contemplated by the Recovery Act.
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My testimony today will address these points in a little more detail.
RUS’S AWARD TO RTS

In January 2010, RUS announced a $101 million BIP award to one of our competitors,
Rural Telephone Service Co. (“RTS”) — nearly one-third of all the money awarded in Round One
— split about evenly between a grant and a loan.’ We were stunned to find that while RUS’s
announcement of the award stated that it would be used to “provide service in an area 99.5
percent unserved/underserved,” RTS’s CEO in an interview said that in fact, the money would be
used in part to build and upgrade its network in Hays, Kansas — an area that Eagle and others
already serve.

In fact, Hays is one of the best-served communities in western Kansas. As [ mentioned,
Eagle provides broadband service of up to 100 mbps via fiber, cable modem, and wireless
technologies. AT&T also offers high-speed broadband through the community, as does RTS’s
own affiliate, Nex-Tech.? In fact, the Kansas Corporation Commission report last month on the
availability of broadband services in Kansas shows that $9.99% (11,191) of the 11,193 total
households in Ellis County, where Hays is the county seat, already have access to broadband of
3-6 mbps downstream and at least 200 kbps upstream.” Tt also shows that there are many areas
of Kansas that truly lack and need broadband service.

EAGLE’S EFFORTS TO PARTICIPATE IN THE PROCESS

We were particularly surprised to hear that Hays was among the served communities

¥ The award is comprised of a $49,588,807 grant and a $51.612,842 loan for a last mile project. See

Agrieulture Secretary Vilsack Ann ounces $310 Million in Recovery Act Funds for Rural Broadband Projects,
USDA Press Release (Jan. 25, 2010), available at http://www.usda.gov/wps/portal/usda/usdahome?
contentidonly=true&contentid=2010/01/0032 xml.

2

For the Ellis County, Kansas broadband service inventory map see:

¥ See Report 1o the Legislature Regarding the Availability of Broadband Services in the State of Kansas,

Attachment D, available at http/iwww kee.state ks us/pi/2011 broadband_report pdf.

3
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covered by the award, because we had done our best to determine whether or not Hays was
covered by RTS’s application, and to the extent it was, to inform RUS of the extensive
broadband already available in Hays. However, despite Congress’s goal that the award process
be transparent, we found it to be exactly the opposite.

Although RUS published maps of RTS’s proposed service areas so that existing service
providers could demonstrate that they provide broadband services in the area, when Eagle
viewed RTS’s proposed service area on the RUS-designated broadbandusa.gov website, we were
unable to clearly determine whether or not Hays was covered. It appeared from the map that all
or most of Hays was excluded. In an exercise of caution, Eagle nonetheless submitted data to
RUS to show that it provides extensive broadband service in Hays, and a RUS field
representative even made an on-site visit to verify this information. We also urged RUS to seek
out information about the broadband services being offered in Hays by AT&T, RTS/Nex-Tech
and other carriers.

After the award’s announcement, we were still uncertain as to whether Hays was
included. We wrote repeatedly to RUS Administrator Adelstein seeking clarification as to the
extent that Hays was actually included in the funded project, and when RUS did not promptly
reply, submitted a Freedom of Information Act (“FOIA”) request to RUS asking for a copy of
the application, information relating to the geographic scope of the award, and information
related to RUS’s determination that the area was unserved or underserved.¥ Congressman Jerry
Moran made a similar inquiry to RUS on March 18. Only in mid-April did RUS finally reply to
Representative Moran (we did not receive any response for several more months). Included in

the response was a map different from that which previously had been available on RUS’s

v RUS docketed the FOIA request as Request No. 10-106-R.

4
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website. This map appears to show all of Hays as included in the project. 5 We have since
repeatedly tried to follow-up with RUS to obtain information on how this could have happened
and to ask about certain apparent deficiencies in RTS’s application in identifying Hays as a
covered community, to no avail.

IMPACT OF THIS AWARD ON EAGLE

The fact is, that while RUS argues that this project met the technical requirements for BIP
funding, it violates the spirit and the intent of both Congress’s Recovery Act provisions for
broadband and BIP’s own rules, and demonstrates a serious flaw in the award process. While
much of the geographic area covered by the award may be technically unserved, almost 50% of
the 23,000 homes and businesses that are within the RTS project area are located in Hays.ﬁ" And
all available data indicates that in the Hays area and Ellis County generally, more than 99% of all
households already have access to high-speed broadband service today. This means that millions
of federal dollars will go towards overbuilding Eagle and other service providers in a non-rural
area, a result clearly not envisioned by the Recovery Act or the BIP program’s stated priorities.

Facing a government-subsidized competitor creates tremendous difficulties for small
companies like Eagle and puts our continued viability seriously at risk. We have invested over
$20 million in private capital in the last 5 years alone to bring cutting-edge broadband to our

communities. Using scarce federal resources to undermine that investment by skewing the

3 Cf. BroadbandUSA.gov Rural Telephone Service Co, Inc. Service Area Map with Letter from RUS
Administrator Jonathan Adelstein to Representative Jerry Moran, at Attachment “Rural Telephone Services
Company BIP-Funded Service Area” (undated letter from April 2010).

* See Mike Corn, “Rural Gets $100M in grants, loans,” HAYS DAILY NEWS (Jan. 26, 2010), available af

http//www hdnews.net/Story/rural) 12610. RUS Administrator Adelstein and the CEO of RTS have each tried to
emphasize that the Hays overbuild only covers 8 of the 4,600 miles of this project. See “Under Fire: Adelstein
Defends Broadband Sthnulus Grants, ” CableFax, March 11, 2010; Mike Com, “Eagle Takes Issue with Federal
Aid,” HAYs DAILY NEWS (April 4, 2010). Such a small geographic area could be easily excised from this project.
As noted above, those 8 miles contain almost half of the homes and businesses within the project, all of which have
access to robust broadband service. RTS should be forced to compete in Hays fairly, without government subsidy.

5
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playing field is wrong. It threatens the jobs of our 277 employees who live in the very
communities the award was intended to benefit, offsetting new jobs created by the project, and
undermines one broadband provider in the area to benefit another.

Eagle is happy to face competition from other providers. We have competed with RTS
for many years, just as we have competed with large corporations like DISH Network, AT&T,
Verizon, and DirecTV. That type of competition, however, differs from government-backed
investment in particular companies. RTS already has repeatedly gained millions from
government support programs. Even prior to its $101 million BIP award, RTS received
assistance from RUS on at least 32 other projects, and received many millions of dollars from
federal and state Universal Service Fund (“USF”) programs.” Specifically, over a 5-year period,
RTS received over $100 million in USF support for its wireline network and its wireless affiliate
received almost $50 million in additional USF support. The $101 million in BIP funding for a
fiber network thus represents the third network RTS is building at taxpayer expense.

By injecting this level of BIP funding into our existing service area, on top of the tens of
millions that RTS receives every year in USF support, the government is effectively penalizing
our small company that has invested private capital in its communities while supporting another
company that has repeatedly benefitted from government subsidies. Competing with such a
handpicked beneficiary of taxpayer funds greatly and unnecessarily disadvantages a small,
private, employee-owned business as ours.

It is already clear to us the overwhelming impact that the BIP award to RTS will have on
our operations. RTS has approached every Hays area resident and asked for permission to instal

— for free — network boxes on each residence in preparation for its buildout. It has people all

" See FCC’s Response dated May 4, 2009 to U.S. House of Representatives Committee on Energy and

Commerce Universal Service Fund Data Request of April 1, 2009, pp. 139, 177, 215, available at
i rcommerce house gov/Media/file/News/050409_FCC_Response_on_USF pdf.
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over the city working evenings and weekends to contact residents and businesses to secure this
approval. RTS’s subsidiary in Hays, Nex-Tech, has sent letters to Hays residents advertising that
the construction of Nex-Tech’s fiber-to-the-premise communications system “will soon begin,”
seeking permission to install the fiber, and emphasizing that the “fiber installation is FREE for
you.” Moreover, the letters entice Hays residents to sign up to enter drawings to “Win a Free
Laptop Computer!” and “Win a 50” Hi-Def TV.” RTS’s CEO has stated publicly that it
anticipates tremendous response to these efforts, and expects to win at least 75% of the
households this way.¥ It is unreasonable to expect a privately funded company to match these
offers or expect to compete against this kind of government funding.

BIP awards must be consistent with the goals of the program and made with full
awareness of marketplace realities. Funding served areas creates disincentives for providers to
continue deploying broadband through private investment. A robust broadband strategy
inevitably depends on this continued private investment — government subsidies cannot fund all
the broadband deployment needed for the country to become truly broadband-accessible.
Companies that have taken the financial risk of serving a rural market, and serving it well,
without government assistance cannot realistically be expected to continue to do so if they must
face a government-subsidized competitor. Moreover, wasting valuable dollars to overbuild well-
served communities at the expense of unserved residents of Kansas and elsewhere does not make
sense.

EAGLE’S RECOMMENDATIONS

I conclude today by first, thanking the Committee for holding this hearing; second,

asking that this Committee consider legislation that would require wasteful funding to be

& See Mike Comn, “Nex-Tech Pushes Ahead With Project,” HAYS DAILY NEWS (Feb. 14, 2010), available at

http://www hdnews net/Story/nural021410.
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returned to the Treasury so it can be used for other, more pressing and needed services; and third,
asking that this Committee assume an active oversight role over funding awards to ensure that
my experience is not unnecessarily repeated.

Specifically, RUS should be required to defund RTS’s project in the Hays non-rural
served area and other places where BIP funds were spent in manners contrary to the goals of the
program. Rather than devoting scarce funds to overbuild an area already served, the funds that
would be expended in Hays should be returned to the U.S. Treasury. Any future governmental
funding should go to areas of the state where sufficient access to broadband is lacking, as
identified by both the Kansas Corporation Commission and Connect Kansas.

Taxpayer dollars should not be wasted in an area that is already being served with
significant broadband by more than one enterprise, at the potential cost of job loss for Eagle
employees, lost competition, and lost additional investment by private enterprise. RTS should be
required to compete fairly in Hays and other served areas, without the benefit of a federal
subsidy. Moreover, our experience shows that there remains a need for meaningful transparency
in the process before providing funding.

I sincerely thank you for the opportunity to speak here today and I appreciate your
willingness to consider ways to ensure that broadband stimulus funds are spent in the most

effective way possible for all Americans.
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Service Area Map
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Congressman Moran
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Mr. WALDEN. Mr. Shorman, thank you for your testimony today.
It is most helpful in our look at this issue. I would now like to rec-
ognize Mr. Mark Goldstein, Director of Physical Infrastructure
Issues from the Government Accountability Office. Mr. Goldstein,
you have 5 minutes. We appreciate the good work your agency does
and we look forward to your comments and testimony.

STATEMENT OF MARK GOLDSTEIN

Mr. GOLDSTEIN. Thank you, Mr. Chairman and members of the
subcommittee. We appreciate the opportunity to participate in this
hearing to discuss oversight of the broadband programs funded
through the Recovery Act.

As you know, access to broadband services seem as vital to eco-
nomic, social, and educational development, yet many areas of the
country lack access to or the residents do not use broadband. To
expand broadband deployment adoption, the Recovery Act provided
$7.2 billion to the National Telecommunications and Information
Administration and the Rural Utilities Service for grants or loans
to a variety of program applicants. The Congress subsequently re-
scinded the $300 million of this funding. The Recovery Act required
that agencies awarded all funds by September 30, 2010.

This testimony summarizes an update to two prior GAO reports
including one, NTIA and RUS’s efforts to award Recovery Act
broadband funds and two, remaining risks that NTIA and RUS
face in providing oversight for funded projects.

NTIA and RUS awarded grants and loans for several hundred
broadband projects in two funded rounds. By the end of fiscal year
2010 NTIA and RUS awarded grants and loans to 553 broadband
projects across the country. These awards represent almost $7.5
billion in obligated funds which exceed the 7.2 billion provided by
the Recovery Act because an agency such as RUS that awards
loans can obligate funds in excess of its budget authority.

In our review of the first funding round, we found that NTIA and
RUS with the help of agency’s contractors consistently substan-
tiated information provided by awarded—by award recipients ap-
plications. We have not evaluated the thoroughness of the process
used by agencies in the second round. Because of the challenges
the programs face and what we have previously reported, we rec-
ommended that NTIA and RUS take several actions to ensure the
funded projects receive sufficient oversight. These recommenda-
tions included the following. One, that NTIA and RUS develop con-
tingency plans to ensure sufficient resources for oversight of funded
projects beyond fiscal year 2010 and that the agencies incorporate
into their monitoring plans steps to address the variability and
funding levels for program oversight beyond 2010. Two, that NTIA
and RUS should use information provided by applicants to estab-
lish quantifiable outcome base performance goals by which to
measure program effectiveness. Three, that NTIA should determine
whether commercial entities receiving BTOP grants should be sub-
ject to an annual audit requirement.

We can report that NTIA and RUS have taken several actions to
address these recommendations and improve oversight. These ac-
tions include that NTIA has developed and is beginning to imple-
ment a post-award framework to ensure the successful execution of
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BTOP. This framework includes three main elements: monitoring
and reporting, compliance and technical assistance. As part of its
oversight plans, NTIA intends to use desk reviews and on-site vis-
its to monitor the implementation of BTOP awards and ensure
compliance with award conditions by recipients, and intends to pro-
vide technical assistance in the form of training: Webinars, con-
ference calls, workshops, and outreach for all recipients of BTOP
funding. RUS is also putting into place a multifaceted oversight
framework to monitor compliance and progress of recipients of BIP
funding.

Unlike NTIA, which is developing a new oversight framework,
RUS plans to replicate the oversight framework it uses for existing
grants and loan programs. The main components of RUS’s over-
sight framework are financial and program reporting, and desk and
field monitoring. According to RUS officials, no later than 30 days
after the end of each calendar-year quarter, BIP recipients will be
required to submit several types of information to RUS, including
balance sheets, income statements, statements of cash flow, sum-
mary of rate packages, and the number of broadband subscribers
in each community. In addition, RUS intends to conduct desk and
site reviews.

RUS extended its contract with ICF International to provide BIP
program support through 2013. According to RUS, the agency fully
funded the contract extension using Recovery Act funds and no ap-
propriations are required to continue the contract until fiscal year
2013. In addition, RUS extended the term of employment through
fiscal year 2011 for 25 temporary employees assigned to assist with
the oversight of BIP projects. Last spring, NTIA reported that for-
profit awardees will be required to comply with program-specific
audit requirements set forth by the Office of Management and
Budget under the Single Audit Act. This audit and reporting re-
quirement will give NTIA the oversight tool it needs to help ensure
that projects meet the objectives of the Recovery Act and guard
against waste, fraud, and abuse.

Finally, despite these actions, NTIA and RUS have not fully ad-
dressed all our recommendations and we therefore remain con-
cerned about the oversight of broadband programs. First, NTIA’s
oversight plan assumes the Agency will receipt additional funding
for oversight. For fiscal year 2011, the President’s budget requested
included nearly $24 million to continue oversight activities and
funds as they are expire shortly. NTIA reported that it is impera-
tive that it receive sufficient funding to ensure effective oversight.
RUS’s oversight activities which the agency in part addressed
through the extension of this contract with ICF International, how-
ever, should there be a reduction in RUS’s fiscal year 2011 budget
and beyond, the agency will need to assess the fiscal impacts and
the temporary employment of these staff members. Therefore, we
believe the agencies and especially NTIA need to do more to ensure
their oversight reflects current fiscal realities. Second, we continue
to keep our recommendations open regarding performance goals.
NITA has taken some steps on this recommendation such as cre-
ating new goals related to new network miles and workstations de-
ployed, but the Agency continues to establish additional goals and
network is not yet complete.
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Mr. Chairman and members of the subcommittee, this concludes
my prepared remarks. I would be happy to answer any questions
you may have.

[The prepared statement of Mr. Goldstein follows:]
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RECOVERY ACT

Broadband Programs Awards and Risks to Oversight

What GAO Found

NTIA and RUS awarded grants and loans for several hundred broadband
projects in two funding rounds. By the end of fiscal year 2010, NTIA and RUS
awarded grants and loans to 553 broadband projects across the country (see
table below). These projects represent almost $7.5 billion in awarded funds,
which exceeds the $7.2 billion provided by the Recovery Act because RUS—
which awards loans that must be repaid to the government—nhas authority to
provide funds in excess of its budget authority. In its review of the first
funding round, GAO found that NTIA and RUS, with the help of the agencies’
contractors, consistently substantiated information provided by award
recipients’ applications. GAO has not evaluated the thoroughness of the
process used by the agencies in the second round of funding.

Even with steps taken to address project oversight, risks to the success of the
broadband programs remaim. GAO previously reported that NTIA and RUS
face several challenges to successfully overseeing the broadband programs.
These challenges include (1) monitoring and overseeing a combined total of
553 projects that are diverse in scale, scope, and technology and (2)
conducting project oversight activities after the expiration of Recovery Act
funding on September 30, 2010. Because of these challenges, in two previous
reports, GAO recommended that NTIA and RUS take several actions to ensure
that funded projects receive sufficient oversight. For example, GAO
recommended that NTIA and RUS develop contingency plans to ensure
sufficient resources for oversight of funded projects beyond fiscal year 2010.

: The agencies have taken several actions to address GAO's recommendations
and improve oversight of funded projects—both agencies developed oversight
plans, RUS secured contractor support though fiscal year 2013, and NTIA
establisbed audit requirements for commercial awardees. Even with these
actions, GAO remains concerned about the oversight of the broadband
programs, In particular, GAO believes the agencies, and especially NTIA,
need to do more to ensure their oversight plans reflect current fiscal realities.

Projects Awarded Federal Funding by NTIA and RUS as of September 30, 2010

{Dollars in millions)

Agency Federai funds awarded  Projects awarded funding
NTIA grants $3,936 . 233
RUS grants and loans. 3,520 320
Totai $7.465 553

Source: NTIA and AUS documents.

“This amount is based on a total budget authority of more than $2.4 bitlion, which includes more than
$2.3 billion for grants and about $87 million to support foans.

United States Government Accourtability Office
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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to participate in this hearing to discuss
oversight of the broadband programs funded through the American
Recovery and Reinvestment Act of 2009' (Recovery Act). Access to
broadband—which offers a higher speed Internet connection than dial-up
and always-on connectivity—is seen as vital to economic, social, and
educational development. However, many areas of the country lack access
to, or their residents do not use, broadband. The Recovery Act
appropriated $7.2 billon to extend access to broadband throughout the
United States. Of the $7.2 billion, $4.7 billion was appropriated for the
Department of Commerce's National Telecommunications and
Information Adruinistration (NTIAY and $2.5 billion for the Department of
Agricutture's Rural Utilities Service (RUS). Specifically, the Recovery Act
authorized NTIA to create the Broadband Technology Opportunities
Program (BTOP) to support broadband infrastructure deployment, public
computer centers, and innovative projects to stimulate demand for, and
adoption of, broadband.’ Similarly, RUS established the Broadband
Initiatives Program (BIP) to support broadband infrastructure projects in
rural areas. The Recovery Act required NTIA and RUS to award all funds
by September 30, 2010, and both BTOP and BIP projects must be
substantially complete within 2 years and fully complete no later than 3
years following the date of issuance of their award.

As part of our ongoing efforts to monitor Recovery Act programs, we
issued two reports that reviewed NTIA’s and RUS’s respective
implementation of BTOP and BIP.’ In those reports, we provided
information on the agencies’ efforts to evaluate grant and loan
applications and award funds, as well as on challenges the agencies face in
overseeing funded projects. We made several recommendations to NTIA

*Pub. L. No. 111-5, 123 Stat. 115 (2009).

*Congress subsequently rescinded $300 million of the funding provided for NTIA that had
not been awarded previously. Pub. L. No. 111-226 § 302, 124 Stat. 2389, 2404 (2010).

0f the $4.7 billion, up to $350 million was made available for the purpose of developing
and maintaining a nationwide map featuring the availability of broadband sexvice, with
some funds available for transfer to the Federal Communications Commission for the
development of a national broadband pian.

*GAO, Recovery Act: Further Opporturities Exist to Strengthen O ight of Broadband
Stimulus Programs, GAO-10823 {Washington, D.C.: Aug. 4, 2010), and Recovery Act:
Agencies Are Add. dband Pro Challe but Actions Are Needed to

Improve Implementatwn, GAO 10-80 (Washington, D.C.: Nov. 16, 2009).

Page 1 GAQ-11-371IT Recovery Act
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and RUS in those reports to address the process by which the agencies
reviewed funding applications, and to improve the agencies’ oversight and
monitoring of funded projects. My testimony today summarizes and
updates information from those reports by discussing (1) NTIA’s and
RUS's efforts to award Recovery Act broadband funds and (2) remaining
risks that NTIA and RUS face in providing oversight for funded projects.

To conduct our work, we reviewed and suramarized information from our
existing reports and prior testimony.’ We reviewed NTIA and RUS reports
on the status of BTOP and BIP awards. We also gathered additional
information from NTIA and RUS on steps taken by the agencies to respond
to recommendations in our prior reports. We conducted all of our work in
accordance with generally accepted government auditing standards.
Additional information on our scope and methodology is available in each
issued product.

NTIA and RUS
Awarded Grants and
Loans for Several
Hundred Broadband
Projects in Two
Funding Rounds

By the end of fiscal year 2010, NTIA and RUS awarded grants and ioans to
553 broadband projects across the country (see table 1). These projects
represent almost $7.5 billion in funds awarded, which exceeds the $7.2
billion provided by the Recovery Act because an agency such as RUS that
awards loans can award and obligate funds in excess of its budget
authority.® NTIA awarded more than $3.9 billion in grant funding to 233
projects for various purposes, including 123 broadband infrastructure
projects, 66 public computer center projects, and 44 projects designed to
encourage broadband adoption. NTIA reported that the vast majority of its
broadband infrastructure projects were investments in middle-mile
infrastructure projects, which are intended to provide a link from the
Internet backbone to the networks of local broadband service providers,
such as cable or phone companies. Based on a budget authority of more
than $2.4 billion, RUS awarded funds to 320 projects, including more than
$2.3 billion for grants and about $87 million for loans. According to RUS,

*GAQ, Recovery Act: Preliminary Observations on the Implementation of Broadband
Programs, GAQ-10-192T (Washington, D.C.: Oct. 27, 2009).

SRUS received $2.5 billion for both grants and loans, For grants, the face amount of each
grant is charged against RUS budget authority. Because loans, unlike grants, must be
repaid to the government, RUS uses a corplex formula to calculate charges against its
budget authority. The Federal Credit Reform Act of 1990 requires RUS to account for the
budgetary impact of loans by estimating the expected net loss (or gain) of loans. This net
amount, which is estimated by calculating the net present value of all cash flows to and
from RUS over the lifetime of the loans, is referred to as the subsidy cost of the loans. RUS
must charge the subsidy cost of loans to its budget authority.

Page2 GAQ-11-371T Recovery Act
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the budget authority of $87 million for loans supports almost $1.2 billion in
total loans, and a combined loan and grant award amount of more than
$3.5 billion. According to RUS, the vast majority of its awards and funding
amounts went to last-mile projects, which are intended to provide
connections from Internet service providers to homes, businesses, or
other users.

0 T
Tabie 1: Projects Awarded Federal Funding by NTIA and RUS as of September 30,
2010

(Dollars in milfions}

Agency Federal funds awarded Projects awarded funding
NTIA grants : $3,936 233
RUS grants and loans 3,529° 320
Total $7,465 553

Sagree: NTIA and AUS documents.
“This amount is based on a totat budget authority of more than $2.4 billion, which includes more than
$2.3 bitlion for grants and about $87 million to support loans.

NTIA and RUS awarded the BTOP and BIP grants, loans, and loan/grant
combinations in two funding rounds. NTIA and RUS initially proposed
using three separate funding rounds during the 18-month window to award
the entire $7.2 billion, We reported that under this approach each funding
round would operate under a compressed schedule that would impose
challenges on applicants in preparing their project applications, as well as
on the agencies in reviewing these applications to meet their statutory
deadlines. NTIA and RUS subsequently revised their plans and issued the
awards in two funding rounds.

In the first funding round, which began ir July 2009 and ended in April
2010, NTIA and RUS received more than 2,200 applications and awarded
143 grants, loans, and loan/grant combinations totaling almost $2.2 billion
to a variety of entities in nearly every state and U.S. territory. In our review
of the first funding round, we found that NTIA and RUS, with the help of
the agencies’ contractors—Booz Allen Hamilton and ICF International,
respectively—consistently substantiated information provided by award
recipients in their applications during the first round of funding.’ We
reviewed 32 award recipient applications and found that the agencies
consistently reviewed the applications and substantiated the information

"GAO-10-823.

Page3 GAO-11-371T Recovery Act
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as specified in the first funding notice. In each of the files, we observed
written documentation that the agencies and their contractors reviewed
and verified pertinent application materials, and requested additional
documentation where necessary.

In the second funding round, which began in January 2010 and ended in
September 2010, NTIA and RUS received more than 1,700 applications and
awarded approximately $5.3 billion in funding for 410 projects. To meet
the Recovery Act’s September 30, 2010, deadline for awarding broadband
funds, NTIA and RUS streamlined their application review processes by
issuing separate funding notices that targeted different types of
infrastructure projects and reduced the number of steps in the due-
diligence review process. NTIA also reduced the basic eligibility factors
for BTOP grants from five to three, moved from a largely unpaid to a paid
reviewer model to ensure that reviews were conducted in a timely fashion,
and decreased the number of reviewers per application from three to two.
Although NTIA officials reported that these steps allowed the agency to
complete the initial portion of its review ahead of schedule, we have not
evaluated the thoroughness of the revised evaluation process used by the
agencies in the second round of funding.

Even with Steps
Taken to Address
Project Oversight,
Risks to the Success
of the Broadband
‘Programs Remain

We previously reported that NTIA and RUS face several challenges to
successfully overseeing the broadband programs. These challenges
include: :

Number and scale of projects. NTIA and RUS will need to monitor and
oversee a combined total of 553 projects that are diverse in scale, scope,
and technology. The agencies funded several types of broadband projects
dispersed nationwide, with at least one project in every state. NTIA funded
middie-mile broadband infrastructure projects for unserved and
underserved areas, public computer centers, and sustainable broadband
adoption projects. RUS funded both last- and middle-mile infrastructure
projects in rural areas across the country. The agencies funded projects
using multiple types of technology, including wireline, wireless, and
satellite. In addition, the agencies awarded funds to many large projects,
which may pose a greater risk for misuse of federal funds than smaller
projects. One of RUS's largest projects provided more than $81 miilion in
grant funding and $10 million in loan funding to the American Samoa
Telecommunications Authority to replace old copper infrastructure with a
fiber-optic network to link the main islands of American Samoa; RUS
reported that this project will make broadband services available to 9,735
households, 315 businesses, and 106 anchor institutions, and create an
estimated 2,000 jobs. One of NTIA's largest BTOP projects received more

Page 4 GAO-11-371T Recovery Act



67

than $154 million, which was awarded to Los Angeles region public safety
agencies to deploy a public safety mobile broadband network across Los
Angeles County to enable services such as computer-aided dispatch, rapid
law-enforcement queries, real-time video streaming, and medical telemetry
and patient tracking, among others.

Adding to these challenges, NT1A and RUS must ensure that the recipient
constructs the infrastructure project in the entire project area, not just the
area where it may be most profitable for the company to provide service.
For exarnple, the Recovery Act mandates that RUS fund projects where at
least 75 percent of the funded area is in a rural area that lacks sufficient
access to high-speed broadband service to facilitate rural economic
development; these are often rural areas with limited demand, and the
high cost of providing service to these areas make them less profitable for
broadband providers. Companies may have an incentive to build first
where they have the most opportunity for profit and leave the unserved
parts of their projects for last in order to achieve the highest number of
subscribers as possible. To ensure that Recovery Act funds reach hard-to-
serve areas, recipients must deploy their infrastructure projects
throughout the proposed area on which their award was based.

Providing oversight after Recovery Act funding has ceased. BTOP
and BIP projects must be substantially complete within 2 years of the
award date and fully complete within 3 years of the award date. Asa
result, some projects are not expected to be completed until 2013. As we
previously reported, NTIA and RUS officials maintain that site visits, in
particular, are essential to monitoring progress and ensuring compliance,
However, the Recovery Act did not provide specific funding for the
administration and oversight of BTOP- and BIP-funded projects beyond
September 30, 2010. To effectively monitor and oversee more than $7
billion in Recovery Act broadband funding, NTIA and RUS will have to
devote sufficient resources, including staffing, to ensure that recipients
fulfill their obligations.

Because of these challenges, in our 2009 and 2010 reports, we
recommended that NTIA and RUS take several actions to ensure that
funded projects receive sufficient oversight:

1. NTIA and RUS should develop contingency plans to ensure
sufficient resources for oversight of funded projects beyond fiscal
year 2010, Furthermore, we recommended that the agencies
incorporate into their risk-based monitoring plans, steps to address
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the variability in funding levels for postaward oversight beyond
September 30, 2010.

2. NTIA and RUS should use information provided by applicants in
the first funding round to establish quantifiable, outcome-based
performance goals by which to measure program effectiveness.

3. NTIA should determine whether commercial entities receiving
BTOP grants should be subject to an annual audit requirement.

NTIA and RUS have taken several actions to address these
recommendations and improve oversight of funded projects. These actions
include:

NTIA and RUS developed oversight plans. NTIA has developed and is
beginning to implement a postaward framework to ensure the successful
execution of BTOP. This framework includes three main elements: (1)
monitoring and reporting, (2) compliance, and (3) technical assistance. As
part of its oversight plans, NTIA intends to use desk reviews and on-site
visits to monitor the implementation of BTOP awards and ensure
compliance with award conditions by recipients. NTIA also plans to
provide technical assistance in the form of training, Webinars, conference
calls, workshops, and outreach for all recipients of BTOP funding to
address any problems or issues recipients may have implementing the
projects, as well as to assist in adhering to award guidelines and regulatory
requirements. Additionally, RUS is putting into place a multifaceted
oversight framework to monitor compliance and progress for recipients of
BIP funding. Unlike NTIA, which is developing a new oversight framework
for BTOP, RUS plans to use the same oversight framework for BIP that it
uses for its existing grant and loan programs. The main components of
RUS's oversight framework are (1) financial and program reporting and
(2) desk and field monitoring. According to RUS officials, no later than 30
days after the end of each calendar-year quarter, BIP recipients will be
required to submit several types of information to RUS, including balance
sheets, income statements, statements of cash flow, summaries of rate
packages, and the number of broadband subscribers in each community.
In addition, RUS intends to conduct desk and site reviews.

RUS secured contracter support through fiscal year 2013. RUS
extended its contract with ICF International to provide BIP program
support through 2013. According to RUS, the agency fully funded the
contract extension using Recovery Act funds and no additional
appropriations are required to continue the contract through fiscal year
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2013. In addition, RUS extended of the term of employment through fiscal
year 2011 for 25 temporary employees assigned to assist with the oversight
of BIP projects.

NTIA established andit requirements for commercial awardees. On
May 17, 2010, NTIA reported that for-profit awardees will be required to
comply with program-specific audit requirements set forth by the Office of
Management and Budget. This audit and reporting requirement will give
NTIA the oversight tools it needs to help ensure that projects meet the
objectives of the Recovery Act and guard against waste, fraud, and abuse.

Even with these actions, NTIA and RUS have not fully addressed all our
recommendations and we therefore remain concerned about the oversight
of the broadband programs. First, NTIA's oversight plan assumes the
agency will receive additional funding for oversight. For fiscal year 2011,
the President’s budget request includes nearly $24 million to continue
oversight activities. NTIA reported that it is imperative that it receive
sufficient funding to ensure effective oversight. In contrast, the President’s
budget request does not include additional resources to continue RUS’s
oversight activities, which the agency in part addressed through the
extension of its contact with ICF International. However, should there be a
reduction in RUS’s fiscal year 2011 budget, the agency will need to assess
its impacts and the temporary employment of 25 staff members, as
discussed previously. Therefore, we believe the agencies, especially NTIA,
need to do more to ensure their oversight plans reflect current fiscal
realities. Second, we continue to keep our recommendation regarding
performance goals open. NTIA has taken some action on this
recommendation, such as creating goals related to new network miles and
workstations deployed, but it continues to establish additional goals.

(543284)

Mr. Chairman and Members of the subcommittee, this concludes my
prepared statement. I would be pleased to respond to any questions that
you or other members of the subcommittee might have.

For questions regarding this statement, please contact Mark L. Goldstein
at (202) 512-2834 or goldsteinm@gao.gov. Contact points for our Offices of
Congressional Relations and Public Relations can be found on the last
page of this statement. Michael Clements, Assistant Director; Matt
Barranca; Elizabeth Eisenstadt; Hannah Laufe; and Mindi Weisenbloom
also made key contributions to this statement.
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Mr. WALDEN. Thank you, Mr. Goldstein. Thank you. Thanks
again for your work on this issue and for your advice and counsel.
I would now like to recognize the Honorable Phyllis K. Fong, In-
spector General, U.S. Department of Agriculture. Ms. Fong, we ap-
preciate your input today and the work that you and your folks do
and we look forward to you testimony.

STATEMENT OF PHYLLIS K. FONG

Ms. FonG. Thank you, Mr. Chairman, Ranking Member Eshoo,
and members of the subcommittee. We appreciate the opportunity
to testify this morning about our work in this broadband program.

As you may know, over the last 10 years, RUS has administered
programs intended to provide broadband service to rural areas that
lack these services. We did audits of these programs in 2005 and
2009, and our most significant findings were that RUS was funding
projects in communities close to major metropolitan areas rather
than in more rural areas, and that RUS’s funding projects in areas
that had pre-existing broadband service. We made a number of rec-
ommendations to RUS to help RUS improve the management of its
programs and to focus funding on rural communities. RUS agreed
with many of our recommendations but it has not yet fully imple-
mented its corrective actions. We recognize in the OIG’s office that
recent legislation such as the 2008 Farm bill and the Recovery Act
has actually partially addressed some of the concerns that we
raised, but we also believe that the basic policy goals and manage-
ment challenges still exist with respect to delivery in these pro-
grams and so we will continue our work with RUS to address these
issues.

Let me briefly talk about fraud in the program. One of the things
that our investigations have revealed that in some instances
broadband providers receiving RUS funds have engaged in fraud
and other criminal conduct. We have had some successful prosecu-
tions where broadband companies have been convicted of submit-
ting fraudulent invoices and claims. And as a result, those compa-
nies and some of those individuals have had to make restitution to
the government and have received prison terms and other proba-
tionary terms. One company has in fact been debarred from doing
business with the government for five years as a result of our in-
vestigative work.

With respect to oversight of the Recovery Broadband Program, as
you all know the Recovery Act provided $28 billion to USDA across
nine major mission areas. Of this amount, 2.5 billion was allocated
for broadband. When we started to assess the—was going to per-
form multi-agency review of these programs and so we decided to
hold in abeyance our own oversight until GAO had finished its
work which it appears now an appropriate time. And so at this
time we are planning to initiate audit work within UDSA OIG on
RUS’s broadband program to determine how effectively it is run-
ning. We have not finalized our audit program, but the kinds of
issues that we are considering include the adequacy of RUS’s over-
sight functions, RUS’s use of a contractor, eligibility of borrowers
and grantees, assessment of any delinquent or defaulted loans, and
basically the use of program funds for authorized purposes. While
we develop our program we will be working very closely with Com-
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merce, GAO, and FCC to make sure that we don’t duplicate efforts
and we expect to roll our initiative in the spring of this year. So
that concludes my statement and I welcome any questions.

[The prepared statement of Ms. Fong follows:]
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USDA’s Broadband Grant and Loan Programs —
An Overview of the Office of Inspector General’s (OIG) Oversight Activities

Summary of Testimony by Inspector General Phyllis K. Fong

USDA-OIG, as part of our broader efforts to promote efficiency and effectiveness, first looked at
the Rural Utilities Service’s (RUS) broadband grant and loan programé in 2005. The law
establishing these programs stated that these funds would be used in rural communities lacking
broadband access. Our 2005 report found several problems in the programs’ administration,

including the fact that RUS was:

¢ Funding projects in communities close to major metropolitan areas.

¢ Funding projects in areas with preexisting broadband service.

Our 2005 report made 14 recommendations intended to help RUS improve the programs and
more narrowly focus on rural communities without preexisting broadband service. RUS did not
agree with many of our recommendations, and though OIG continues to work with RUS to
resolve these issues, the USDA Office of the Chief Financial Officer has not accepted RUS’

actions as adequate to close 10 of our 14 recommendations, as of January 2011.

In 2009, we issued a followup report on this topic. We found that RUS was still making loans
OIG found quvestionable. Specifically, from 2005 to 2009, we found that:

s RUS made loans to broadband providers serving 148 communities within 30 miles of
cities with 200,000 or more inhabitants, including Chicago and Las Vegas.
e RUS approved only three applications to areas that were completely without preexisting

broadband service.

Since USDA’s broadband programs have received $2.5 billion in additional money from the
Recovery Act, OIG and the Government Accountability Office are coordinating to oversee these

funds. We plan to address these issues again in work we have proposed to begin this year.
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Good morning, Mr. Chairman and Members of the Subcommittee. I thank you for inviting me to
testify before you today to discuss the Office of Inspector General’s (OIG) oversight of the

Department of Agriculture’s (USDA) broadband grant and loan programs.

As you know, OIG’s mission is to promote the efficiency and effectiveness of USDA programs
by performing audits and investigations to reduce fraud, waste, and abuse. We perform audits
designed to ascertain if a program is functioning as intended, if program payments are reaching
those they are intended to reach, and if funds are achieving the purpose they were intended to
accomplish. When we find problems with the programs we oversee, we make recommendations
we believe will help the agency better fuifill its mission. We also conduct investigations of
individuals who abuse USDA programs—these investigations can result in fines and

imprisonment for those convicted of wrongdoing.

When the Recovery Act was passed, Congress provided $2.5 billion in additional money to fund
USDA’s broadband programs, as well as $4.7 billion to the Department of Commerce for similar
purposes.l The Recovery Act also mandated that the Government Accountability Office (GAO)

oversee the expenditure of Recovery Act funds, including broadband funds.?

As USDA-OIG began planning its oversight activities and determining which Recovery Act
programs it would review, we coordinated closely with GAO. When GAO concluded that it

would perform a multi-department review of broadband that included USDA, we decided that we

' The National Telecommunications and Information Administration’s Broadband Technology Opportunities

Program.
% American Recovery and Reinvestment Act of 2009, Public Law No. 111-5, at Sec. 901, dated Feb. 17, 2009.

1
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would not review the programs again until GAO had finished its work so that we could avoid

duplicating each other’s efforts.*

However, given the seriousness of the concerns raised by our prior audits and investigations
(discussed in more detail below), and the amount of money being spent on broadband, USDA-
OIG will be taking up these issues again in our future work. Though we have not fully
formulated our scope and approach, we plan to initiate work in this area this year. Our project
will likely evaluate Rural Utilities Service’s (RUS).current program operations and assess the
effectiveness of RUS’ corrective actions to address the recommendations set out in our 2005 and

2009 reports.

Audits of USDA’s Broadband Grant and Loan Programs .

Since 2001, RUS has been responsible for administering USDA’s broadband grant and loan
programs. The 2002 Farm Bill authorized USDA to provide funds for the cost of construction,
improvement, or acquisition of facilities and equipment for broadband service in eligible rural
communities.* In 2005, we completed our first review of RUS’ administration of those

5
programs.

Of the $895 million in grants and loans RUS issued from 2001 to 2005, we reviewed

$599 million and questioned the expenditure of $340 million for reasons including loans that
were approved despite incomplete applications, loans that defaulted, and grant funds used for
inappropriate purposes. We further found that RUS had not maintained its focus on rural

communities lacking preexisting broadband service. In approving broadband grants and loans,

* To date, we understand that GAO has published several reports dealing with various aspects of the Government's
efforts to spur broadband development.

* Farm Security and Rural Investment Act of 2002, Public Law 107-171, dated May 13, 2002.

* “Rural Utilities Service Broadband Grant and Loan Programs,” 09601-4-TE, dated September 30, 2005.

2



78

RUS used a definition of rural communities that was too broad to distinguish between rural areas
and areas that were close to major metropolitan centers. As a result, the agency issued

$103.4 million of its $895 million in grants and loans (12 percent) to 64 communities near large
cities, including $45.6 million in loans to 19 suburban subdivisions within a few miles of

downtown Houston, Texas.

We also questioned RUS’ practice of devoting significant portions of its resources to funding
competitive service in areas with preexisting broadband access rather than expanding service to
communities without existing access. In 2004, we found that 159 of the 240 communities
associated with the loans (66 percent) already had preexisting broadband service, despite the fact
that the law establishing the broadband program made it clear that these funds were intended to
be used first for “eligible rural communities in which broadband service is not available to
residential customers.”® We also questioned RUS’ decision to fund certain providers in rural
communities, but not others. This decision could create an uneven playing field for providers
already operating without Government subsidies. Why should one provider be given a
Government loan or grant when anéther provider offers service without that assistance? Lending
in a rural market with preexisting providers could also set up some of RUS’ loans to fail ifth&_ere

are too few subscribers to sustain multiple competing providers.

Our 2005 report made 14 recommendations intended to help RUS improve its administration of
the broadband grant and loan programs, and more narrowly focus its resources on rural
communities without preexisting broadband service. In its response, RUS did not agree with

how OIG portrayed the broadband grant and loan programs, and for the next several years OIG

& Amendments to the Distance Learning and Telemedicine Program, Public Law 106-387,114 Stat. 1549A-22, dated
October 28, 2000; 7 CFR § 1738.11.
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worked with RUS to resolve our recommendations. In 2009, we revisited the broadband
programs to see what progress RUS had made in responding to these recommendations, and also

to respond to requests from Congress for additional information.”

We reported that RUS had not taken adequate corrective action for 8 of our 14 recommendations,
including those that related most directly to funding projects in areas that were close to major
metropolitan areas, and funding projects in areas with preexisting service. From 2005 to 2009,
RUS continued providing questionable loans to providers near very large cities or in areas with

preexisting service:

s RUS made loans to broadband providers serving 148 communities within 30 miles of
cities with 200,000 or more inhabitants, including Chicago and Las Vegas.

e RUS approved 34 of 37 applications for providers in areas where one or more private
broadband operators already offered service.

e RUS approved only three applications to areas that were completely without preexisting

broadband service.

RUS officials explained that they delayed responding to our recommendations because they
believed the 2008 Farm Bill might address some of O1G’s issues. The 2008 Farm Bili did
provide RUS with a more precise definition of a “rural area,”® as well as guidance on funding
grants and loans in areas with preexisting service.” As of January 2011, the Office of the Chief

Financial Officer (OCFO) has not accepted RUS’ actions as adequate to close 10 of the

" “Rural Utilities Service Broadband Grant and Loan Programs,” 09601-8-TE, dated March 31, 2009.

# public Law 110-234, section 6110, dated May 22, 2008, defined a “rural area™ as a city, town, or incorporated area
with fewer than 20,000 inhabitants, that is not in an urbanized area contiguous and adjacent to a city or town with
more than 50,000 inhabitants. In addition, the Secretary may identify areas as not being rural if they are a collection

of census blocks that are contiguous to each other.
° Public Law 110-234, section 6110, dated May 22, 2008, stated that RUS should provide loans to projects in

communities where three or more providers are not already providing service.

4
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14 original recommendations from our 2005 report (including those pertaining to its definition of
rural and how it makes loans to areas that already have service). OCFO has also not accepted
RUS’ action as adequate to close the additional recommendation from our 2009 report (which

pertained to defining a loan in default).

Investigations of USDA’s Broadband Grant and Loan Programs

OIG investigations have revealed that broadband providers receiving RUS grants and loans have
not always dealt fairly with the Government, and have sometimes committed crimes. For
example, an investigation conducted jointly with the Federal Bureau of Investigation found that a
company in Austin, Texas, submitted fraudulent claims for equipment purchases and services on
its rural broadband Internet project. In December 2007, a Federal court in Lubbock, Texas,
sentenced two company officers to 60 months of probation and ordered restitution of $429,159
for theft of public money. The agency also debarred the company and its owner from

participation in Federal Government programs for 5 years.

Similarly, we found that a company in West Virginia schemed to defraud RUS of funds intended
to construct a wireless broadband system in Ohio and West Virginia. The company fraudulently
disbursed RUS loan funds based on phony invoices submitted for payment, and also illegally
paid funds to an Ohio company where former officials of the West Virginia company later
became employed. Corporate officials, a board member, and the Ohio company were charged
with a variety of crimes inc‘luding mail fraud, theft, bribery, money laundering, aiding and
abetting, perjury, and obstruction of justice. They eventually pled guilty to money laundering

conspiracy for their involvement in misappropriating more than $2.4 million.
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Conclusion

These audits and investigations illustrate the ongoing challenges RUS faces in effectively
implementing the broadband program. USDA-OIG is committed to providing appropriate
oversight for this important program and to working with RUS as it brings broadband to rural

markets that would otherwise not have access to this important technology.

This concludes my written statement. I want to again thank the Chair and the Subcommittee for

the opportunity to testify today. We welcome any questions you may have.
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Mr. WALDEN. Ms. Fong, thank you for your participation in our
hearing and for the work that you do. I would now like to recognize
the Honorable Todd J. Zinser, Inspector General U.S. Department
of Commerce. Mr. Zinser, we appreciate your work and that of the
folks who work with you on these efforts, and we look forward to
your testimony. Sir, please go ahead.

STATEMENT OF TODD J. ZINSER

Mr. ZINSER. Mr. Chairman, Ranking Member Ms. Eshoo, and
members of the subcommittee, thank you for inviting me to testify
today about our oversight of the Recovery Act Broadband spending
at the Department of Commerce. My testimony this morning can
be summarized in three points.

First, the Broadband Technologies Opportunities Program was a
high-risk program from the outset. And now that the grants have
been awarded and federal funds obligated, the risk is elevated be-
cause the grantees are now beginning to spend the money that
they have received through their grants. Only about five percent of
the broadband funds have been spent so far. The Recovery Act es-
tablished $4.7 billion Broadband Technology Opportunities Pro-
gram or BTOP 2 years ago. The National Telecommunications and
Information Administration was given responsibility for the pro-
gram. The agency in its very dedicated work force have made a
herculean effort in implementing the program so far. Nonetheless,
it remains a high-risk program. The agency successfully awarded
and obligated $3.9 billion to 232 grantees by last year’s deadline.
Approximately $3.4 billion is funding 123 infrastructure projects
including seven public safety broadband networks. $200 million is
funding 65 public computer centers, and $251 million is funding 44
projects for what is called sustainable broadband adoption.

In addition to these broadband grants NTIA has also awarded
nearly $300 million to 56 States, territories, and the District of Co-
lumbia to develop digital maps of broadband coverage for their ju-
risdictions. The large dollar amounts involved, the number of
grants, the mix of grant recipients which include government, not
for profit, for-profit entities, higher education, and Native American
tribes, all with different levels of experience with federal grants,
the technical nature of many of the grants, and the relative inexpe-
rience of the agency and its staff in administering such a large
grant program all contribute to making this the most complex
grant program NTIA has ever administered and the highest risk
Recovery Act program for the Department of Commerce.

Second, the NTIA staff must now shift its attention and efforts
from awarding the grants to managing the grants and conducting
oversight making sure the recipients are properly spending the
money and delivering on their broadband projects. For example,
the program requires the grantees—the program requires and the
grantees have agreed to match the federal funds with funds of
their own. In addition to the $3.9 billion in federal funds, the
grantees themselves have agreed to apply another $1.4 billion to
these projects. NTIA has to make sure that the matching funds
committed by the grantees are real funds and not funds that exist
only on paper or as a result of creative accounting treatments we
have seen sometimes in our audits of other grant programs at the
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department. I am concerned that without real matching funds,
these projects could wind up underfunded and result in incomplete
projects or lower quality projects. There are many other aspects of
oversight that NTIA must carry out. They have a sound approach
and oversight but the agency must embrace their oversight role
and must have the resource to do so.

Finally it is important that we all remain vigilant in preventing
and detecting fraud. Transparency and accountability was made a
key element of the Recovery Act. The reporting requirements and
visibility of the spending for these projects is unprecedented. It is
ultimately intended to keep the recipients of Recovery Act funds
honest so that the taxpayers get what they paid for. Over the past
two years members of OIG staff have delivered fraud awareness
and grant compliance briefings to almost 3400 NTIA and Com-
merce employees and BTOP applicants and recipients. These brief-
ings not only provided technical assistance on grant compliance
issues, but were also intended to let employees and grantees know
how to recognize and report suspected fraud. Our focus will con-
tinue to be on compliance and fraud prevention and detection as
the projects are carried out over the next few years. We especially
appreciate the subcommittee’s oversight and the invitation to tes-
tify this morning and look forward to working with the sub-
committee on this important program. Thank you, sir.

[The prepared statement of Mr. Zinser follows:]
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Summary of the Testimony of the Honorable Todd J. Zinser
(Inspector General, U.S. Department of Commerce) on ARRA Broadband Spending

The Broadband Technology Opportunities Program (BTOP), with the objective of promoting
broadband adoption and use across the country, was established as a result of the American
Recovery and Reinvestment Act of 2009 (Recovery Act). Between the date of the legislation and
September 30, 2010, the National Telecommunications and Information Administration (NTIA)
staffed a program office, engaged other federal agencies to assist in the program administration,
undertook two rounds of applications, and made 232 awards. NTIA awarded 123 grants totaling
about $3.4 billion to deploy broadband infrastructure, 65grants totaling about $200 million to
create and expand public computer centers, and 44 grants totaling about $251 million to promote
the sustainable adoption of broadband service. Also, NTIA awarded slightly less than $300 million
to develop a searchable nationwide inventory map of existing broadband coverage.

The Office of Inspector General (OIG) has worked with NTIA to conduct pre-award workshops
describing the importance of compliance requirements and Recovery Act accountability and
transparency goals, post-award workshops on potential audit issues and fraud prevention, and
training sessions to BTOP staff and recipients on key issues such as fraud indicators and
subrecipient reporting. Thirty-five separate training events were held for almost 3,400 NTIA
employees, other Departmental staff, and BTOP applicants and recipients.

NTIA plans to take a comprehensive oversight approach for program monitoring of its 232
awards. Its monitoring plan involves such activities as desk reviews, site visits, program report
reviews, and drawdown reviews. For each recipient, NTIA will assess risks and establish
monitoring approaches accordingly. NTIA has developed tools to guide performance improvement
of its recipients.

The OIG initiated proactive oversight of NTIA’s efforts to administer the program immediately
after passage of the law. We issued reports on both NTIA’s pre-award and post-award processes
that resulted in recommendations for NTIA to strengthen the internal controls in place to
administer the program. NTIA was responsive to our recommendations and has taken prompt
corrective action. We have also issued reports to the Department of Commerce on cross-cutting
issues, such as recipient reporting and workforce staffing, that have touched on BTOP. As of
December 31, 2010, only 4 percent of obligated funds for BTOP had been disbursed. As spending
increases substantially over the next five years, the risk for waste, fraud, and abuse will increase.
We plan a strategic audit approach to include programmatic reviews, including topic specific
issues, and audits of specific awards.

OIG has identified three risk categories for potential BTOP fraud: false claims, where unrelated or
nonexistent expenses may be charged to grant funds; product substitution schemes, similar to
those commonly found in other major construction projects; and subcontracting, as subcontractors
with little prior performance history are expected to have substantial participation in BTOP
projects.
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Testimony of

THE HONORABLE TODD J. ZINSER
INSPECTOR GENERAL

U.S. DEPARTMENT OF COMMERCE

before a hearing of the

Subcommittee on Communications and Technology

Committee on Energy and Commerce
United States House of Representatives

Thursday, February 10, 2011

ARRA Broadband Spending

Chairman Walden, Vice Chair Terry, and Members of the Subcommittee:

We appreciate the opportunity to testify today about the current status of the Broadband

Technology Opportunities Program (BTOP) and the Office of Inspector General’s (OIG’s)

oversight efforts on this important program.
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Status of the Broadband Technology Opportunities Program (BTOP)

On February 17, 2009, the President signed the American Recovery and Reinvestment Act of
2009 (Recovery Act) into law,* which provided the National Telecommunications and
Information Administration (NTIA) approximately $4.7° billion to establish BTOP. This
competitive grant program provided funds for deploying broadband infrastructure in unserved
and underserved areas of the United States, enhancing broadband capacity at public computer
centers, improving access to broadband services for public safety agencies, and promoting

sustainable broadband adoption projects.

Our testimony this morning, almost two years after the passage of the Recovery Act, will focus
on the progress and status of the program, particularly NTIA’s efforts to advise and monitor its
grants recipients—which necessitate that NTIA take a lead role in monitoring recipients’
program compliance and timeliness, as well as detect suspected fraudulent activity—and OIG’s
role in overseeing NTIA’s program administration. This morning’s testimony is based on our
ongoing BTOP oversight efforts, including compliance and fraud training that we have

provided—all of which we detail in the Appendixes.

With this newly established program, NTIA confronted numerous challenges to implementing

BTOP. These included:

e Staffing a new program office from scratch, conducting program outreach on the

program’s objectives, and developing grant rules and processes.

*Pub. L. No. 111-5, § 6001, 123 Stat. 115 (2009).
? Congress later rescinded $302 million from BTOP funding, per Pub. L. N0.111-226, § 302, 124 Stat. 2404 (2010}, it
part to offset the funding of the $10 billion Education Jobs Fund.

2
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Conducting two rounds of reviewing more than 2,800 grant applications, performing due
diligence on submitted applications, and making awards—in making awards, NTIA
focused on areas defined as unserved or underserved with respect to broadband
coverage, took into consideration recommendations from states’ governor offices, and
awarded at least one grant in each state.

Enlisting assistance from other agencies—which included establishing agreements with
the National Technical Information Service to provide information technology support
for processing applications; the National Oceanic and Atmospheric Administration and
National Institute of Standards and Technology to provide grants management; the
Department of Interior to procure program support for project implementation; and the
Federal Communications Commission to provide technical assistance to develop a
broadband map.

Contracting with a vendor for program support—by entering into a $99 million contract
with Booz Allen Hamilton to prov}de program administration, application review,
communications and outreach, grants administration, post-award technical assistance,
and management suppott; about $21 million remains on the contract to help monitor
awards and provide IT support.

Awarding $4.2 billion in grants—all beginning in February 2009 and culminating in the
last grant award in September 2010. NTIA awarded 232 BTOP grants worth
approximately $3.9 billion; as required by BTOP, recipients agreed to match federal

funds with $1.4 billion, resulting in a total broadband investment of $5.3 billion; also,
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NTIA awarded 56 state mapping awards® worth approximately $300 million, with

recipients providing $76 million in matching funds.

The BTOP awards were made in three major areas: program infrastructure, which included some

awards targeting public safety; public computer centers; and sustainable broadband adoption.

e Program infrastructure awards represent broadband projects that will provide new or
improved broadband services (e.g., laying new fiber optic cables or upgrading wireless
towers), utilizing the latest broadband access technology, to consumers in underserved or
unserved areas in the country. This infrastructure will connect anchor institutions (e.g.,
schools, libraries, and medical facilities) with internet connectivity. Among these
projects, NTIA awarded 7 grants totaling approximately $382 million for projects to
deploy interoperable public safety networks.

s Public computer center awards will establish new public computer facilities or upgrade

“existing ones to provide broadband access to the general public or specific populations,
such as low-income individuals, the unemployed, seniors, children, minorities, and
people with disabilities.

e Sustainable breadband adoption awards fund projects focused on increasing broadband
Internet usage and adoption, including among specific populations where broadband
technology traditionally has been underutilized. Many projects include digital literacy

training and outreach campaigns.

® Since the program’s inception, NTIA has awarded a total of $293 million to 56 grantees, one each from the 50
states, 5 territories, and the District of Columbia, or their designees. Grantees will use this funding to support the
efficient and creative use of broadband technology to better compete in the digital economy {Broadband USA,
“State Broadband Data & Development Program,” NTIA website; see http://www2.ntia.doc.gov/SBDD).

4
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BTOP represents the largest and most complex grant program NTIA has ever overseen. The
grant awards went to a diverse group of recipients, and conditions surrounding the awards
themselves vary widely. Recipients included public entities, nonprofit organizations, tribal
entities, and for-profit companies. BTOP represents the first grant program where NT1A has
awarded funds to for-profit companies, which represent approximately 20 percent of BTOP
awards. The experience levels of the award recipients vary widely: some have extensive federal
grant experience while others are first-time federal award recipients. (Table 1 provides an

overview of the BTOP awards.)

Tablel. BTOP Grant Award Composition

AWARD TYPE RECIPIENT
# $
infrastructure 116 $3.1bil | Government 89
Public Safety 700 Mhz Infrastructure 7 $382 mil ] Nonprofit 58
Public Computer Center 65 $200 mil | For Profit S5
Sustainable Broadband Adoption 44 $251 mil | Higher Education 25
232 $3.9bil | Tribe S
232
DOLLAR AMOUNT OTHER INFO

>$100 Million 5 Largest Award® $ 154,640,000
$25 Million-$100 Million 46 Smallest Award®  $ 176,400
$10 Milion-525 Million 42
<$10 Million 139

232

TThe largest BTOP grant is a $154,640,000 award to Los Angeles Regional Interoperable Communications System Authority
{LA-RICS) to deploy a 700 MHz public safety mobile broadband network across ail of Los Angeles County.

2 The smallest BTOP grant is a $176,400 award to the Santa Fe (New Mexico) Civic Housing Authority offering broadband
access and computer training to low-income families, minorities, and disadvantaged youth as weil as disabled and eiderly

Santa Fe residents.

Source: OIG, derived from operating unit data
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As a result of the unique and diversified nature of this grants program, NTIA staff will need to

e track the recipients’ compliance with grant terms and conditions;

¢ review quarterly reports on program expenses (financial reports), quarterly Recovery Act
reports (including identification of subrecipients and contracts and the number and types
of jobs created), and project performance information (such as number of new network
miles deployed and number of new public computer centers, found in BTOP program

performance reports);

¢ evaluate how well recipients monitor any award subrecipients; and, most importantly,

« ensure that recipients remain on track to deliver the broadband capabilities to which they

have committed.

NTIA also must closely observe how its awardees manage the often complex process of drawing
down federal funds. As of December 31, 2010, $3.9 billion had been awarded in BTOP grants
between December 2009 and September 30, 2010 (the required end date of awarding BTOP
funds). However, only 4 percent of obligated funds had been disbursed. (Figure 1 contrasts spent

funds and obligated funds.)
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Figure 1. Spent Funds vs Obligated Funds

,W/E E
|

Spent - ~$140 million

e o e o

5 $1,000 $2,000 $3,000 s4,000  {millions)

Source: OIG, derived from operating unit data

The potential for fraud, waste, and abuse will increase substantially over the next 5 years as
spending by BTOP grant recipients rises. The uncertainty regarding NTIA oversight funding for
FY 2011 and beyond raises significant concerns for the Department about the adequacy of future

BTOP oversight.
OIG Oversight to Date

Of the Recovery Act programs managed by the Department’s operating units, NTIA’s BTOP
presents the largest risk. As such, the OIG initiated proactive oversight of BTOP immediately

after the passage of the law, including:

s providing guidance to NTIA on the importance of establishing appropriate internal

controls;
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s participating in pre-award workshops briefing potential applicants about compliance

requirements and the Recovery Act’s accountability and transparency goals;

» leading post-award workshops briefing recipients on the need for compliance with terms

of the award and on fraud prevention; and

s training sessions to BTOP staff and recipients on specific topics such as concerns

associated with first-time recipients and subrecipient reporting.

(See Appendix A for a chart enumerating OIG’s outreach efforts, for both NTIA-specific training

and programs Recovery Act-wide.)

One important way agencies monitor grant recipients is ensuring the recipients comply with the
Single Audit Act,* which requires certified public accountants to complete an independent audit
of recipients’ financial statements and review internal controls and compliance with federal
award requirements. To improve on this existing process, OIG has helped NTIA develop a
compliance supplement and a for-profit audit guide (as for-profit recipient awards are not
covered by the Single Audit Act).

We have supplemented our training and outreach with programmatic reviews of BTOP
operations. In FYs 2009 and 2010, our work focused on pre- and post-award processes for
BTOP. We audited NTIA’s implementation of the pre-award review to ensure an effective and
fair application and award process. We followed this with an audit of the post-awards operations
and processes to assess whether NTIA has appropriate plans in place to monitor BTOP award

recipients. As part of our comprehensive Recovery Act oversight efforts we reviewed cross-

“ The Single Audit Act Amendments of 1996 established uniform audit requirements for state, focal, and tribal
governments and nonprofit organizations receiving federal financial assistance.

8
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cutting issues that affect all Department operating units receiving Recovery Act funds. (See

Appendix B for a detailed overview of our FY 2009-2010 BTOP oversight).
NTIA Monitoring of BTOP Awards

According to NTIA, it plans to take a comprehensive award oversight approach for program
monitoring and assessment of its operations. Its monitoring plan involves activities such as desk
reviews, site visits, program report reviews, and drawdown reviews. (See Table 3 for more

detailed BTOP monitoring plans.)

Table 3. NTIA Plans for Monitoring BTOP

NTIA Monitoring Function Primary Activities

Progrom Support » Technical assistance—to respond to project-specific questions and
Provided by the NTIA program office develop fact sheets and other guidance for posting on NTIA's website
and BTOP senior leadership to assist e Investigation—of program issues

both the program and recipients = Policy and guidance— for best practices {e.g., recipients’ manual}
address policy, legal, organizational, » Inquiry management--to address questions from nonrecipients
financial, and technicat hurdles that ®  Other—to encourage interagency support and communications
arise during the program

Individual Grant Monitoring s Desk reviews—to monitor activities and reports, as well as
Provided by NTIA program office, recipient progress, compliance with federal requirements,

their support staff, and the grants and recipient-reported outcomes

office to provide regular oversight ®  Site visits—by program and grants office staff, to evaluate the

of the project and grant recipient current project status and recipient ability to meet goals

¢  Drawdown of funds—to ensure recipients are drawing down funds
consistent with progress

®  Program report reviews--a shared responsibility of the program office
and grants office, to review recipient reports {including Recovery Act
reports, financial reports, and performance progress reports)

Portfolio Monogement * Risk assessment-to review potential recipient risks of not achieving
Provided by NTIA program office intended project objectives

and BTOP senior leadership to s Waste, fraud, and abuse prevention—effective internal controis
provide high-level evaluation of to ensure funds are used for authorized purposes only

performance metrics, evaluate » Issue escalation and resolution—to provide additional information {e.g.,
variances between project audit reports) for monitoring as well as any investigative actions
performance and baseline plan, « Analyze performance versus plan—to identify corrective actions

and resolve issues affecting
muitiple projects

Source: 0!G, derived from NTIA data
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NTIA has completed initial desk reviews and assignment of risk levels for all BTOP awards; site
visits will commence in March 201 1. To establish monitoring levels for the recipients, NTIA
looks at award drawdown amounts, whether the recipient has been placed on a reimbursement-
only basis, and desk review findings/unresolved issues. Accordingly, recipients will receive
monitoring levels of standard, intermediate, or advanced that establish the oversight level they
are to receive. This risk-based approach is reasonable but NTIA, as it carries out oversight, must
continually reassess the risks associated with each grantee. NTIA has identified tools to guide
performance improvement, should performance issues arise. NTIA’s monitoring plans are based

on a projected funding level of approximately $20 million for FY 201 1’
Current and Future OIG Oversight

Our oversight will continue to monitor BTOP program goal achievement and promote
compliance with statutory and programmatic requirements. However, what has been primarily a
proactive approach—based on outreach and program-wide issues—will transition to a more
strategic approach, including reviews of program-specific issues and reviews stemming from

complaints and identified risks.

Using an inherent risk assessment approach, we created a work plan to ensure the overall goals
of the Recovery Act are met. We will adapt our plan to circumstances as they arise. Our ongoing
and most recent oversight activities reflect this approach: we are currently performing an audit of
NTIA’s effectiveness in monitoring BTOP awards. This review will include an evaluation of

NTIA monitoring efforts of the 232 BTOP awards worth $3.9 billion, including the effectiveness

° The Fourth Continuing Appropriation Act of 2011 (Public Law 111-322) signed by the President on December 22,
2010, provided funding to oversee the projects through March 4, 2011. Oversight was funded at $19.9 million for
FY 2011.

10



95

of desk reviews and adequacy of site visits. In response to a complaint and request for

investigation, we are performing a review of an infrastructure grant award to a San Francisco

Bay area recipient.

Future OIG oversight activities will include the following:

Assess NTIA's oversight of the Booz Allen Hamilton contract that supports BTOP
implementation (and audit claims made under the contract); '

Identify high-risk projects to determine whether they are on schedule, stay within costs,
and provide appropriate technologies to meet program objectives;

Submit recipient information to the Recovery Operation Center® to screen recipients
using risk models to determine where to focus our audit efforts;

Perform award-specific reviews in response to credible complaints regarding significant
issues;

Review audit reports prepared by independent accountants to determine whether audit
findings result in disallowed costs that should prompt return to the Department of
Treasury;

Conduct site visits to observe the perfoﬁnance of BTOP projects (and assess whether the
technology implemented is fully operational and meets grant terms); and

Review programmatic issues, such as recipient match, that will likely impact multiple

awards.

Based on our experience with other Department grant programs, our primary concerns include

recipient matching funds, especially the existence and availability of the match. BTOP recipients

®The Recovery Operations Center was developed by the Recovery Accountability and Transparency Board to assist
in the oversight efforts of Recovery Act funds. The center uses open source records such as GSA's Excluded Parties
List System to identify risk factors associated with specific grants,

11
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had a minimum requirement of a 20 percent match to the $3.9 billion awarded—and actually

committed over $1.4 billion, or 26 percent, to the total project cost of $5.3 billion.

We are also concerned about the valuation of the matching funds. When the matching share takes
the form of equipment (or services other than cash), it is important that the matching share
contribution has been valued correctly. For example, equipment should be contributed to a
federal award at the lower amount between cost and its fair market value. Equipment cannot

include the profit margin normally associated with selling new equipment to the government.
BTOP Grants and Potential Fraud Schemes

OIG foresees the potential for BTOP program fraud within three identified risk categories: false
claims, product substitution/substandard product, and subcontracting. We base these BTOP risk
categories on our own knowledge and experience in dealing with fraud schemes involving other
Department grant programs—in addition to discussions we initiated with the Department of
Justice and other OIGs to share experiences and lessons learned from cases involving similar

programs. The risk categories are:

1. False claims. An entity funded by a government grant often has access to a line of credit
allowing for an advance drawdown of project funds. The entity then submits, retroactively, a
quarterly report that provides only general information regarding the financial status of the
grant and its accompanying line of credit, resulting in very little opportunity for the
government to monitor specific claimed expenses. Typical grant fraud schemes involve the
charging of expenses not related to grant activities or the charging nonexistent expenses, such

as:

12
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o labor for unrelated projects,
¢ disproportionate overhead,
e nonexistent match funds, or

« unauthorized consulting and legal fees.

Product substitution/substandard products. As BTOP focuses on infrastructure build-out,

we might encounter fraud schemes similar to those commonly found in construction projects

such as highways and buildings. Examples of such schemes can include:

e supplied materials or equipment not meeting the specification requirements for a project;

» materials supplied from foreign countries where “Made in the USA” is required;

e cost-cutting design schemes such as burying cable at four feet when the project required
SiX; or

e departure from the specified constl;uction plan, such as laying 300 miles of cable where

350 was proposed.

Subcontracting. We anticipate that only a small percentage of subcontractors under BTOP
projects will have significant experience in federal contracting—and that there will be little
in terms of performance history from which the government can draw when providing
oversight of many businesses subcontracting under BTOP grants. We believe risk exists

within the subcontracting arena for:

13
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« anticompetitive practices such as price-fixing,
« conflicts of interest, and

o hidden related-party transactions (such as bribes, gratuities, or kickbacks).

In conclusion, Mr. Chairman, for FY 2011 and beyond, BTOP presents challenges to both NTIA
and OIG. BTOP’s mission is as ambitious as its implementation has proven complex. For the
Department to continue effective oversight, O1G and NTIA will require Congress as a steadfast,
supporting partner. This concludes my prepared statement, and 1 will be pleased to respond to

any questions you or other Subcommittee members may have.

14
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Appendix A:

OIG Compliance and Fraud Awareness Training Sessions for BTOP

Number Attendees

Training Description

of Events Frained

Provided to NOAA and NiST grants management
offices, this training outlined the major responsibilities
for overseeing grants, provided indicators for high-risk
recipients and considerations for monitoring them,
performance measurement requirements, and single
audit requirements.

Presented with NTIA program management as part of
a workshop roli-out effort to potential applicants and
grant recipients, this training provided an overview of
the federal government audit requirements.

At the request of NTIA, QlG-provided workshops
attended by both program staff and recipients covered
specific subjects including first-time recipient issues
and subrecipient monitoring.

Presented with the Department of justice, the training
for NOAA and NIST grants management focused on
identifying and avoiding procurement and grant fraud
using scenarios or other activity indicators, criminal
and civil fraud statutes, and Recovery Act hotline
information and whistleblower requirements.
Provided to BTOP grant recipients, this training
offered an overview of fraud prevention techniques,
examples of fraud scenarios, how to report suspected
fraud, detailed guidance on appropriate grant
activities, information on how to have open
communications with agency representatives, and
whistieblower requirements and how to communicate
with the QIG.

21 2,383

15
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Appendix B:
Reports Issued by OIG in FY 2009-2010 Concerning BTOP

In NTIA Must Continue to Improve Its Program Management and Pre-Award Process for its
Broadband Grants Program (ARR-19842-1, April 8, 2010), we aimed to (1) assess how
effectively NTIA was implementing BTOP, (2) evaluate the proposal pre-award review
measures that NTIA took to ensure an effective and fair application and award process, and
(3) evaluate the integrity and reliability of the online application system. We identified
concemns with staffing levels to adequately handle applications and the post-award process;
the inadequacy of documented procedures and key management ‘decisions; problems
encountered with the application intake system; and difficulties encountered with the first-
round application process. We communicated our interim process for this review in a January
2010 letter outlining these concerns to the chairwoman and ranking member of the
subcommittee on Commerce, Justice, Science, and Related Agencies, Committee on

Appropriations, U.S. Senate.

For Broadband Program Faces Uncertain Funding, and NTI4 Needs to Strengthen Its Post-
Award Operations (O1G-11-015-A, November 4, 2010), our objectives were to (1) assess
NTIA’s system capabilities for monitoring BTOP award recipients; (2) determine whether
NTIA established post-award operations and processes for an effective execution of BTOP;
and (3) evaluate whether NTIA is taking appropriate steps to implement a program office to
perform the essential post-award oversight and monitoring of BTOP recipients, including
post-September 30, 2010. We found uncertainty about future funding for monitoring of

BTOP awards, which would hinder NTIA’s long-term oversight of grants. The report also

16
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identified program areas for strengthening internal controls, IT program expertise within

BTOP program offices, training, and monitoring of awards and agreements.

In addition, OIG’s comprehensive Recovery Act oversight produced several other reports

touching on BTOP:

o Our NTIA Should Apply Lessons Learned from Public Safety Interoperable
Communications Program to Ensure Sound Management and Timely Execution of
$4.7 Billion Broadband Technology Opportunities Program (ARR-19583, April
2009) translated our Public Safety Interoperable Communications (PSIC) program

audit work into valuable lessons leamed as BTOP emerged.

o In Commerce Has Implemented Operations to Promote Accurate Recipient
Reporting, but Improvements Are Needed (ARR-19847, November 2009), we
examined whether bureau processes would adequately identify and remediate
material omissions and significant data errors—and identified improvements the
Department and its operating units should make to data quality policies and

procedures.

o More Automated Processing by Commerce Bureaus Would Improve Recovery Act
Reporting (ARR—19779, December 2009) looked at the adequacy of key IT and
operational controls to determine whether those controls ensure that the Commerce
reports posted on Recovery.gov are complete, accurate, and reliable. Generally, the

11 Commerce systems we reviewed had adequate data input/edit controls, but we

17
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found a lack of automation from the three bureau grant systems to CBS that could

have potentially led to errors.

Finally, at the request of the Recovery Accountability and Transparency Board, we
conducted a government-wide survey to determine whether offices awarding and
administering Recovery Act-funded contracts and grants had the proper staffing,
qualifications, and training (Review of Contracts and Grants Workforce Staffing and
Qualifications in Agencies Overseeing Recovery Act Funds, March 2010}—and
reported on the recommendations applicable to the Departmen;t of Commerce (Review
of Recovery Act Contracts and Grants Workforce Staffing and Qualifications at the

Department of Commerce; ARR-19900, September 2010).

18
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Mr. WALDEN. Mr. Zinser, thank you, and I want to thank all of
your witnesses for your terrific testimony today. It is most helpful
in the work in we are doing here. I will start with questions. Ms.
Fong, and Mr. Zinser, while I recognize the staff discussion draft
of our legislation may not have all the right language yet, do you
think it would be helpful if the standards and processes for de-obli-
gating funds were less ambiguous? I will start with that. In the
kind of work that you do and what we are trying to do I guess the
question is, is do you think it would be helpful to have a clearer
standard?

Ms. Fonag. I will just take a crack at that. I don’t believe in any
of our audit work that we have identified difficulties in the past.
We did make a number of recommendations in one of our audit re-
ports that RUS go back and get money back from grants that had
not been well performed. And we understand that RUS is still
working through that process. Now, it has taken some time to do
that so perhaps a recognition of the time involved would be helpful.

One of the things that we did notice in terms of the draft legisla-
tion is that it talks in terms of awards, grants and awards. And
given the nature of the broadband program at USDA, which is usu-
ally a funding package of 75 percent grant/25 percent loan, which
can vary of course, we weren’t sure whether the legislation ad-
dresses the issue of what happens to the loan piece of the package.
The legislation seems to be clear about what happens with respect
to the grant side. But then the accompanying loan that a recipient
may have: is that considered part of an award or do we need to be
more clear about that? So that as recipients go through the process
they understand exactly what is on the table. So we would suggest
a look at that language.

Mr. WALDEN. Excellent. Thank you. That is most helpful. Mr.
Zinser?

Mr. ZINSER. I do think it would be helpful to eliminate any ambi-
guity. I know for example there is provisions in the Dodd-Frank
Wall Street Reform Bill that talks about unobligated money and
the Recovery Act going back to the Treasury. And so—and we are
also aware of various amendments to piece of legislation about re-
scinding or taking back Recovery Act money, so I think it would
be a good idea for the subcommittee to kind of make its mark on
what they want to happen with Recovery Act money.

That being said, our experience with grant—with the grant pro-
grams in the department is that it is a long drawn out process.
Once the IG’s office identifies a cost on a grant project that we
don’t think should be paid out or unallowable, it is a long process,
a long due process in getting the agencies to actually make a deci-
sion, give the grantee an opportunity to make its case, and actually
decide that certain costs are unallowable. I think that whatever
legislation comes about needs to make sure that that due process
isn’t—that that due process stays in place.

Mr. WALDEN. So let me ask you a couple other questions then.
Under current laws, the decision to de-obligate funds by the RUS
and NTIA Administrator is discretionary. Is there a clear standard
and could a reward recipient continue to spend money even if you
found waste, fraud, and abuse, and even if you recommended reme-
dial action? So the first part of that, is there a clear standard—
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well, actually is the decision to de-obligate discretionary? We be-
lieve it is.

Ms. FoNG. That is my understanding as well.

Mr. ZINSER. Yes, I believe it is discretionary, sir.

Mr. WALDEN. That is one of the issues that we have with this
legislation then. Is there a clear standard to de-obligate?

Mr. ZINSER. I know that in the case where we will conduct an
audit and recommend that certain costs be unallowed that ulti-
mately the decision is left up to the agency and it is an interpreta-
tion of accounting rules in a lot of cases, sir.

Ms. FoNG. Exactly.

Mr. WALDEN. Is that the same, Ms. Fong?

Ms. FoNG. Exactly.

Mr. WALDEN. And could award—could an award recipient con-
tinue to spend money even if you found waste, fraud, and abuse
and even if you have recommended remedial action?

Mr. ZINSER. If the agency does not take proper action, I would
say yes, the grantee could continue to spend money. We find, for
example, that even agencies that have been convicted of fraud if
the agency doesn’t check the excluded list before they made the
grant award, that entity can get that grant and spend that money.

Mr. WALDEN. Ms. Fong.

Ms. FoNG. Given the nature of the process, the process is that
we as IG’s will go in and do an audit and we will make a rec-
ommendation to the administrator, say. The administrator then
has certain due process procedures that they follow with respect to
the recipient. And as Mr. Zinser alluded to, that process can take
some time. So while that process is ongoing the recipient still has
the responsibility to perform on the grant or loan. And so one
would expect that that performance would continue. And so de-
pending on the length of time that the due process takes, you
know, things could be unresolved for awhile.

Mr. WALDEN. My time has run out. I appreciate your comments.
I would recognize now the Ranking Member, Ms. Eshoo.

Ms. EsH0O. Thank you, Mr. Chairman, and thank you to all of
the witnesses. Ms. Fong, when you spoke in your testimony, I think
it is important to state for the record where there was a clear mis-
use or fraud—I don’t remember exactly which word you used.

Ms. FoNG. Fraud.

Mr. EsHOO. Those were not Recovery Act funds. Correct?

Ms. FoNG. Correct. We do not have any investigations of Recov-
ery Act cases.

Ms. EsHOO. I just wanted to make sure that that is clear for the
record, because

Ms. FONG. That is right.

Ms. EsHOO. The hearing is about the Recovery Act, what it es-
tablished, does it have shortcomings, if there are what are they,
and what can we do about it. So I think that that is very impor-
tant. Oh Mr. Shorman, you are not happy. And essentially I think
what I heard you say your beef is that essentially the government
is competing with you and that an award was made for an area
that is what—heavily populated and that there is overlap. In your
view is there anything built into this that would create competition
in any of these areas? Or is it in your view that they only be
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awarded and that there be a sole operator for the build out of
broadband funds—of the build out of broadband?

Mr. SHORMAN. Well, I can report from out on the frontline where
I am. When in

Ms. EsHOO. No, just answer my question. I don’t have a lot of
time.

Mr. SHORMAN. Well, in the process of doing this if you are look-
ing at the legislation and asking how that would work obviously I
think this is a good first step. But it seems to be there is a lot of
discretion put into how these agencies actually award this and the
ability for Ms. Fong and others to go in and say something is
wrong. Call time out and say something is wrong with this process
to make it work.

Ms. EsHo0. Well, we will deal with the government agencies and
their overview and we—we are going to have to make sure that you
have money to do oversight and all of that. Otherwise we are all
in trouble. But I want to get to your beef. What brought you here?
What is your problem?

Mr. SHORMAN. Our community

Ms. EsH0O. What is it that you think needs to be fixed?

Mr. SHORMAN. We had an award grant to a competitor of ours
that actually overbuilds our community. Our community is a non-
rural community of 20,000 plus people. Their award, which I un-
derstand over half of the money in this total award is being used
to overbuild our community and provide a competitive service to us
and others in our community.

Ms. EsH00. Now did Eagle ever apply for BIP funds?

Mr. SHORMAN. Eagle did apply.

Ms. ESHOO. Areas that were already——

Mr. SHORMAN. Eagle did. We were naive in that process.

Ms. EsHOO. [continuing]. They had providers?

Mr. SHORMAN. We were naive in that process. We applied for
funds in areas we felt were unserved. We applied for that. We
didn’t apply to overbuild other people or do that and in the process
we were rejected.

Ms. EsHOO. And what happened with that?

Mr. SHORMAN. I think the actual quote was in one area that ac-
tually had another loan applied we failed to demonstrate that we
met the criteria for being unserved in that area.

Ms. EsHOO. Was that the only reason that you withdrew
your——

Mr. SHORMAN. That was the only reason that we received and
that was one of the applications that happened to get funded in the
same project by Rural Telephone Service.

Ms. ESHOO. So you were rejected?

Mr. SHORMAN. We were rejected.

Ms. EsHOO. You are saying that you were rejected and someone
else wasn’t? Is that your beef?

Mr. SHORMAN. Well, it doesn’t say this in the application. It says
that we failed to meet the criteria.

Ms. EsHOO. I just want you to tell me what—I am trying to get
to the heart of what brings you here today. So unhappy.

Mr. SHORMAN. The heart of it is that we are wasting government
dollars, taxpayer dollars, my dollars to provide a competitive serv-
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ice in the markets that serve, markets that have multiple
broadband providers.

Ms. EsHOO. And my point is, is that in going into underserved
areas I don’t know of an application that doesn’t have some over-
lap. You even acknowledged that your own application had overlap.
So are you saying that overlap in this should be totally eliminated
or is not fair or tell me what it is?

Mr. SHORMAN. Our application votes on unserved areas that did
not have broadband providers. This application over—or nearly
half of the application overlaps a community that has multiple
broadband providers.

Ms. EsHOO. Well, do you think that there is a multiplicity of
broadband providers that that isn’t good for the consumer?

Mr. SHORMAN. If it is a fair playing field where everybody—I
have a chance to get government grants, everybody gets govern-
ment grants—there has to be a fair playing field for being able to
provide service. If one provider has a boatload of government tax-
payer money it just makes it very hard for a private, small com-
pany like ours to compete.

Ms. EsHoo. Part of what I am struggling with is the following.
And that is that you are saying essentially the government is too
hard to compete with and I understand that it is much larger than
Eagle and a lot of other companies put together, but they are—in
going into underserved areas that there is a spillover and you are
not acknowledging that.

Mr. SHORMAN. I grew up on the farm. I understand unserved
areas. If you are unserved that is what the program is for. It is not
for overbuilding major non-rural communities.

Ms. EsH00. OK. Thank you.

Mr. WALDEN. Gentlelady’s time has expired. I would now like to
recognize the gentleman from Illinois, Mr. Shimkus.

Mr. SHIMKUS. Thank you, Mr. Chairman, and no one—well, a lot
of people have a great respect for Anna Eshoo and I am one of her
biggest fans on stuff we do on—but I want to follow up on this line
because it really tells the same story that happened in my congres-
sional district. Mr. Shorman, I think what helps answer this ques-
tion is if you were to build in a community of like size, what would
be your cost to capital?

Mr. SHORMAN. One, it would be a tremendous cost because you
have to go through and

Mr. SHIMKUS. Well, what about what are you talking about?
What would you have to borrow?

Mr. SHORMAN. My guess is in our case we would do it differently.
We are a private company. We fund things differently. We do
things differently than what——

Mr. SHIMKUS. Well, what would it cost?

Mr. SHORMAN. We haven’t shown in Hays, but say $30, $40 mil-
lion for a company——

Mr. SHIMKUS. So when the government gives a grant to a com-
petitor, what is your cost to capital?

Mr. SHORMAN. Well, in this particular case their cost is going to
the government. It is a whole different process in going to a private
institution to do that.

Mr. SHIMKUS. I mean, the grant is a grant. That is free money.
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Mr. SHORMAN. The grant is—it is 50 million and the

Mr. SHIMKUS. Free money. Our taxpayer’s money overbuilding a
competitor who pays taxes. That is why we messed up royally when
we did not go by the broadband map. When we don’t develop a map
and you don’t know the direction in which you are heading then
you subsidize competing entities. You give taxpayer money to com-
panies to compete against people who are providing the level of
service that we want across the country. I have what we think is
now a recent one. Just got it today. The light area zero to 2,000.
Darker areas—these are areas that are unserved or underserved
and we still don’t have good maps. So we gave money to a compet-
itor of yours, a grant. They didn’t have to borrow it. They didn’t
have to pay interest on it and they are competing with you. Is that
correct?

Mr. SHORMAN. That is correct.

Mr. SHIMKUS. Isn’t that the beef?

Mr. SHORMAN. It is a beef that it makes it really tough for a pri-
vate employee owned company to compete against the government
with taxpayer dollars that I pay a part of. Correct.

Mr. SHIMKUS. And that is why when we had the mark up of the
bill why we tried to on our side say let us have this debate of un-
derserved and unserved. And if we are going to spend taxpayer dol-
lars let us have taxpayers go to unserved areas. Would you have
had a beef if this company came in and said we want a grant and
we are going to an area that is not served?

Mr. SHORMAN. I think that is the perfect part of this program to
reach unserved Kansans, unserved Americans with the program.

Mr. SHIMKUS. Would that have met the goals of the Administra-
tion on the broadband plan?

Mr. SHORMAN. From my standpoint it would have been exactly
what they were looking for.

Mr. SHIMKUS. When we give taxpayers money to overbuilding an
area doesn’t that delay our ability to read our broadband plan for
the country?

Mr. SHORMAN. It certainly refocuses money to people who al-
ready have multiple providers and then at the result of people on
that map you have shown, there are those areas that don’t have
broadband. And so those people don’t have the resources that they
need.

Mr. SHIMKUS. And there are stories like this all over the country
and there is one in my District, too. And so I am going to turn to
Mr. Zinser and Ms. Fong. In my District I have an incumbent pro-
vider who currently exceeds the broadband guidelines being pub-
lished and considered by the FCC in the development of a National
Broadband Plan they are providing speeds of 10 megabytes down
and one megabytes up in all communities they serve. They also
continue to invest private capital, private capital lots of business
capital formation to surpass the FCC broadband deployment
speeds. You can imagine that they were shocked to hear that an-
other provider would be moving into their service area who had
committed to providing wireless service at 3 megabytes. Now this
entry came how? How did this new entry come into the market?
The Federal government—a grant overbuilding, competing services
that meet the National Broadband Plan. This story gets worse be-
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cause this company then immediately sells to a business. So they
get the government money; they then sell out to a larger company.
Was that your plan, Ms. Fong?

Ms. FoNG. Well, just to be clear

Mr. SHIMKUS. I mean, is that what we wanted to do? Is that
what we really—was that our plan?

Ms. FoNG. I don’t know.

Mr. SHIMKUS. You, OK.

Ms. FONG. I am the inspector general and not responsible for de-
livering the program.

Mr. SHIMKUS. All right, then let us go to Mr. Zinser. Is that—
was that the plan?

Mr. ZINSER. Well, we are responsible for overseeing the program.
We are not responsible for running the program, but I—it doesn’t
really sound like that should be part of the plan, sir.

Mr. SHIMKUS. I agree. Thank you. I yield back my time.

Mr. WALDEN. Gentleman yields back his time. Now according to
my list here we go to Mr. Barrow—has departed. And then we will
go to Mr. Markey who is not here. So then next on the list is the
distinguished chairman emeritus, Mr. Dingell for 5 minutes.

Mr. DINGELL. Thank you, Mr. Chairman. Now, this question to
Dr. Welch. Doctor, to what extent does Merit rely on NTIA’s staff
with respect to technical assistance, guidance and the prevention
of waste, fraud, and abuse?

Mr. WELCH. Sir, we rely extensively on our federal program offi-
cer and the rest of the NTIA staff. The program that we are under
is a complex program and our federal program officer is our single
point of contact. He knows our program as well as people in our
organization do. He knows us. When we come to him with a prob-
lem he helps us solve it. He keeps us out of trouble as we try to
understand the rules and regulations that can sometime seem con-
flicting to make sure that we are not inadvertently breaking any
of the rules. He serves as an advocate. He serves as an overseer.
He serves so many roles. I do not think we could successfully com-
plete the project if we did not have a dedicated federal program of-
ficer.

Mr. DINGELL. Thank you. Now Doctor, as you may well be aware,
NTIA stands to lose funding for oversight of BTOP. If NTIA no
longer had the resources with which to provide BTOP grant recipi-
ents, what effect would that have on Merit’s ability to implement
its project and to comply with federal requirements pursuant to
ARRA?

Mr. WELCH. I think that would have a severe impact.

Mr. DINGELL. Which way? Good or bad?

Mr. WELCH. In that it would hurt us and our ability to comply
with the oversight requirements. We would have to dedicate more
staff time to talk to more—different people to try and make the de-
cisions on our own. And some of the decisions that we would make
would in fact be incorrect because we just don’t have the experience
and the access that the staff of the NTIA has.

Mr. DINGELL. So you are telling us you need him.

Mr. WELCH. Yes, very much.

Mr. DINGELL. Very well. Now this question to Mr. Zinser, Ms.
Fong, and Mr. Goldstein. Will—and this is a yes or no question.
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Will a future lack of dedicated oversight funding for NTIA and
RUS reduce these agencies’ ability to mitigate waste, fraud, and
abuse in BTOP and BIP projects? Yes or no?

Mr. GOLDSTEIN. Yes, sir it would.

Mr. DINGELL. Ms. Fong?

Ms. FONG. Yes.

Mr. DINGELL. If you please?

Mr. ZINSER. Yes, sir.

Mr. DINGELL. Very good. Now, again to Mr. Zinser, Ms. Fong,
and Mr. Goldstein, again, a yes or no question. Will future lack of
dedicated oversight funding for NTIA and RUS diminish these
agencies’ ability to ensure BTOP and BIP projects successfully
meet respective program objectives? Yes or no?

Mr. GOLDSTEIN. Yes, sir, it would.

Ms. FoNG. Yes.

Mr. ZINSER. Yes, sir.

Mr. DINGELL. Now, again to Mr. Zinser, Ms. Fong, and Mr. Gold-
stein and this is a yes or no question again. Do you believe NTIA
and RUS require additional appropriations through 2013 dedicated
to oversight of BTOP and BIP projects? Yes or no?

Mr. GOLDSTEIN. I don’t know, sir.

Mr. DINGELL. Ms. Fong?

Ms. FONG. I am not sure. I don’t know.

Mr. DINGELL. OK. Mr. Zinser.

Mr. ZINSER. I would say yes depending on the amount, sir.

Mr. DINGELL. OK. But if they don’t have the money to do this
oversight there is great opportunity for fraud, waste, abuse, and
also‘?misdirection of the efforts of the grant recipients. Am I cor-
rect?

Mr. GOLDSTEIN. Yes, sir.

Ms. FONG. Yes.

Mr. ZINSER. Yes.

Mr. DINGELL. I notice you are nodding yes, Mr. Shorman, too.

Mr. SHORMAN. I agree.

Mr. DINGELL. Thank you, sir. Thank you. Ladies and gentlemen,
you have answered my questions. I express to you my thanks. Mr.
Chairman, you will note I am under time.

Mr. WALDEN. We appreciate that, Mr. Chairman. We would
now—next on our list is Ms. Bono Mack who is not here. Mr.
Gingrey recognized for 5 minutes.

Dr. GINGREY. Mr. Chairman, thanks and first of all thank all the
witnesses for testifying on the four issues of oversight and recovery
funds spent by NTIA and RUS—as we have seen with the $7 bil-
lion dedicated in—across the country, it proves that we are good
stewards of taxpayer dollars and that we are more on task and
moving forward. And I certainly it sounds like from Mr. Shorman’s
testimony as a glaring example of a mistake at a time when al-
ready 95 percent of the country has access to broadband how do we
ensure that the remaining 5 percent of the country has exception
to one of the economic catalysts we have at our disposal? I am also
glad that we are using this hearing as a way to open up a discus-
sion on what to do with returned funds from NTIA and RUS.

At a time when we are facing almost a $14 trillion debt, I believe
that it is actually necessary that we return any unspent funds to
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the Treasury. And I look forward to working with members of the
subcommittee in a bipartisan way on the discussion draft legisla-
tion that we have before us. To that end, there are several items
I would like to ask of our panel. I realize my time is limited, but
let me begin with the inspector general. Both Mr. Zinser and Ms.
Fong, how will the release of the National Broadband Map next
Thursday, February 17 impact your ability to determine where
there is either waste, fraud, and abuse in BTOP and BIP or over-
build in areas that are already connected?

Mr. ZINSER. Sir, I think that one thing that the Agency did to
try to compensate for not having that map is they did reach out
to the State governments when the application for broadband
grants were received and asked the governors of each State wheth-
er these applications were consistent with the broadband goals of
the State. So I think one thing that you would want to look at with
the new map is whether the governor’s offices were on target with
respect to their vetting of those applications.

Dr. GINGREY. Ms. Fong?

Ms. FoNG. I think the map will be very helpful to us as we do
an assessment to see whether the awards that were made were
made in the appropriate way, taking into account already existing
service in areas.

Dr. GINGREY. Yes. Well, thank both of you for that response and
I think you gather from the testimony at least on this side of the
aisle that we think that the map is absolutely essential and to go
forward before having a map certainly seems to be putting the pro-
verbial cart before the horse. Ms. Fong, in your testimony you dis-
cussed in length the 2005 audit of RUS. And that ought to be in
question the practice of devotion significant portions of its re-
sources to funding competitive service in areas where pre-existing
providers. Somewhere like Mr. Shorman was describing. You found
that 66 percent of the products were in areas that had pre-existing
broadband access despite the fact that the law established in the
broadband program, made it clear that these funds were intended
to be used first for “eligible rural communities in which broadband
service is not available to residential customers”. Your 2009 audit
found that 34 of the 37 applications approved were in areas with
at least one broadband provider. Is there a culture of overbuilding?
Do you think that anything has changed? What are you concerns
with the Broadband—program going wrong?

Ms. FoNG. We think this is a very difficult policy issue and that
is represented by the fact that over the last few years there have
been several different legislative provisions that address the issue
of underserved, unserved, and what is the appropriate level of serv-
ice. And going forward we are committed to working with RUS to
make sure that they abide by the terms of the law. I understand
that the Recovery Act provisions differ from the Farm Bill provi-
sions which differ from the provisions that existed in 2005. So it
is a very complex area for RUS to administer, but we are focused
on that and we think it is an issue that needs constant oversight.

Dr. GINGREY. I don’t mean to interrupt you, but I realize it is a
difficult but you know it is time for the Federal government to quit
pouring taxpayer dollars down a proverbial sinkhole and that is
what this is all about if I completely understand. I guess I am
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about out of time, but quickly, Mr. Shorman, you testified and you
have stated that there is already a significant market for
broadband in Hays, Kansas yet you have raised concerns regarding
why $101 million dollars awarded to one of your competitors.
Would you please discuss with subcommittee what impact that will
have on competition in that area and how do you think will nega-
tively impact your ability to run your own business and to continue
to employ the number of people that you employ?

Mr. SHORMAN. That is a challenge when you have those kinds of
dollars in that size of community it is a massive amount of money
that is there. When you have 99.9 percent, as reported by the Kan-
sas Corporation Commission, of customers in our county in the
county seat already served by multiple broadband providers it then
becomes a very competitive process and frankly it just makes it
just more difficult to do business. If that company takes a chunk
of our business those are private investment dollars in our employ-
ees that somewhere along the line we are going to have to figure
out how to operate our company differently to compete. There is
going to be more dollars spent on marketing. For example, you
drive down Main Street they talk about television as their new
product that they are offering—not broadband. And so the whole
process is just dollars going to compete with a private industry and
it is our tax dollars that are going there.

Dr. GINGREY. Thank the witness, thank the chairman for his in-
dulgence and I will yield back.

Mr. WALDEN. And I will just—for the other members, too, if you
can kind of get your question in in time for the witness to respond
on your time that would be a good thing.

Mr. TERRY. Well, the gentleman talks slow. He is from Georgia.

Mr. WALDEN. Well, we have interpreters.

Dr. GINGREY. I am out of breath.

Mr. WALDEN. Regular order. We are going to go—I believe Mr.
Waxman has stepped out. We go to Mr. Doyle for 5 minutes.

Mr. DOYLE. Thank you, Mr. Chairman, and thanks for holding
this hearing. I think it is regrettable that we don’t have the NTIA
and U.S. Administrators here. I know there was reasons we don’t
but I am saying it would have really helped to give us some per-
spective.

Mr. WALDEN. And we will have another hearing where they are
here. They are out of the country at a conference and unable to at-
tend. So we wanted to get this panel in before.

Mr. DoYLE. Yes, I understand. It is not a criticism of you, Mr.
Chairman, I am just saying I think we would have better perspec-
tive to hear Ms. Fong talk about things that are pre-stimulus
funds, pre-Farm bill and if she’s going to make allegations of this
management of RUS it would be nice to have the administrator to
at least respond to that. I would be interested in what he had to
say. And Mr. Shorman, I certainly have sympathy for what you are
saying, but it also would have been interesting to have the admin-
istrator here to hear their side of the story. We are being told that
during the public comment period that you made comment and
they actually sent field staff, boots on the ground to review the cov-
erage area and the proposed application—found it to be valid. We
are being told that the area in dispute is 7.6 square miles of an
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application that covers 4,600 square miles. Ninety-nine percent of
the proposed territory is vast rural area. This received letters of
support from Congressman Jerry Moran and Congresswoman Lynn
Jenkins in addition to 118 other area letters of support and the es-
timated expenditure in Hays where you are claiming to have com-
petition we are being told by the administrator is $18 million. Not
half, $18 million of the $101 million awarded. Now I don’t know if
your figure is correct or their figure is correct and unfortunately we
don’t have both of them here. I would love to have you both here
and maybe at a future hearing we will do that.

But since this overbuilding seems to be such an issue, Mr. Gold-
stein, I want to get some perspective from you on this overbuilding
issue. In your testimony, you noted the GAO reviewed 32 award re-
cipient applications from round one of the funding process and
found that the agencies consistently reviewed the application and
substantiated information submitted by the applicants. As you
know there are a number of providers that have alleged that Re-
covery Act dollars are going into projects that compete unfairly
with incumbent networks. So I want to ask you a couple questions
about that. In the cases that you observed, did you find that the
agencies engaged in overbuild analysis? Did they do analysis on
whether there was overbuilding?

Mr. GOLDSTEIN. Yes, sir, in all cases where that occurred they
did do an analysis.

Mr. DoYLE. OK. And so in the cases you observed that the agen-
cies or their contractors researched the companies’ claims of over-
building, people who claimed there was overbuilding going on did
they actually go out and research this?

Mr. GOLDSTEIN. The files we looked at showed some substan-
tiation. I don’t know if in every single case they went out. I could
certainly get back to you on that.

Mr. DoYLE. How did they go about this research? What did NTIA
do? What did RUS do to do this research?

Mr. GOLDSTEIN. They reviewed materials that were submitted.
They interviewed people. They looked at various available maps
that were from the States. They looked at any public comments
that had been made. As you know there was a 30 day public com-
ment period with respect to these issues. And they did the due dili-
gence, that the criteria that were established required them to do.

Mr. DOYLE. In the cases that you reviewed were any of the
claims of overbuilding substantiated?

Mr. GOLDSTEIN. In the cases we looked at there was some over-
building. But as you know ARRA and the NOFA both allow for it
and so they made a decision to go forward nonetheless in those
cases.

Mr. DOYLE. And did you interview the industry regarding the
process created by NTIA and RUS?

Mr. GOLDSTEIN. We did do some interviews with industry and in-
dustry associations at that time. We reviewed all the criteria that
were in place. We felt for the most part that the criteria that had
been developed were sufficient, but as you look back at the reports
we did we were concerned with whether or not there would be suf-
ficient resources to implement it. Now, you will recall from my tes-



113

timony we only reviewed the first round. We did not look at the
second round. There wasn’t enough time.

Mr. DoYLE. Right.

Mr. GOLDSTEIN. And so obviously during the second round there
was more money that was spent. There were fewer criteria and it
was at a faster pace. So you know it remains to be seen whether
or not that same level of due diligence occurred. We don’t know the
answer to that.

Mr. DoyLE. Did the industry representatives or trade associa-
tions confirm that their constituents who had applied for and re-
ceived broadband funding had undergone their due diligence re-
views?

Mr. GOLDSTEIN. We talked to many people and they had—they
told us that they were being interviewed, that a lot of information
was passing back and forth, and that the agencies were absolutely
in contact with them as needed.

Mr. DoYLE. Did you interview any company that received fund-
ing?

Mr. GOLDSTEIN. That received funding? We talked to a number
of companies regarding the process at that point in time. Funding
had really not occurred.

Mr. DOYLE. Is it your opinion that the agency’s review processes
were thorough and rigorous?

Mr. GOLDSTEIN. Based on what we looked at in the first round,
yes, sir, they were.

Mr. DoOYLE. Thank you. I think that is my time. Thank you, Mr.
Chairman.

Mr. WALDEN. I thank the gentleman for his questions and the
panel for their answers and now I go to the gentleman from Ken-
tucky, Mr. Guthrie.

Mr. GUTHRIE. Thank you, Mr. Chairman. Thank the witnesses
for being here today. And Mr. Shorman, is RTS—is that a private
company? I don’t know the answer is. Is that private or is that like
a cooperative type?

Mr. SHORMAN. It is a cooperative telephone company that started
in Lenora, Kansas, I believe.

Mr. GUTHRIE. OK. And so Hays is only 7 miles and then there
is 400 square miles are 400? Was the remainder of their territory
underserved?

Mr. SHORMAN. The way they set it out is that the Hays area is
actually about 8 square miles. If we are service with this
broadband plan square miles, that is one thing. But if we are serv-
ing customers that are actually getting broadband

Mr. GUTHRIE. Well, that is what I am——

Mr. SHORMAN. [continuing]. Nearly half of the customers

Mr. GUTHRIE. Why are there more incumbents in Hays then
there are in the rest of the district.

Mr. SHORMAN. That is correct.

Mr. GUTHRIE. That is where the money is.

Mr. SHORMAN. However, there are incumbents in other parts of
the area for our wireless. There are other providers in other parts
of that area also.

Mr. GUTHRIE. But outside of Hays is it an underserved—you
would say it is an underserved area they are serving?
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Mr. SHORMAN. In some areas yes, some areas no. And I am not
arguing about the unserved areas.

Mr. GUTHRIE. Right.

Mr. SHORMAN. Where I am talking about is where over almost
half of the people are in that one 8 mile area.

Mr. GUTHRIE. At least you that I see would overbuild just from
my West Point economics background is forgetting subsidized, go to
the underserved, but you are also getting to the served. Then you
really don’t want to go into the underserved unless you can get into
the served because that is where you are going to make money.
Your subsidy you are going to make money because you are getting
subsidized to go into the underserved, but you are going to make
your profits—the money is in Hays it appears. And that is why—
would you want to build out in the other areas even though you
are subsidized? And that is the question I mean you go to get into
that so when people look at overbuilds it is really an incentive to
get in and compete with what you are trying to do. And it puts you
at a disadvantage. I mean, there is no other way to—I know that
is what your beef for coming here as we talked earlier is that you
can’t compete with that.

Mr. SHORMAN. Well, if the overbuilds and take money away from
private industry so they can——

Mr. GUTHRIE. Well, that is what is happening.

Mr. SHORMAN. [continuing]. So they can move out there it seems
like the wrong way to go.

Mr. GUTHRIE. Yes, I thought that.

Mr. SHORMAN. Use the funds to reach the unserved areas and
reach those people that really need it, not to compete.

Mr. GUTHRIE. Well, my—it is coming up with one player.

Mr. SHORMAN. Yes, eventually.

Mr. GUTHRIE. It is going to end up with one player in that area.

Mr. SHORMAN. And that has happened in that region in some
other areas.

Mr. GUTHRIE. OK. My understanding in your testimony, I think
your written indicated there was a map that you were—you looked
at of the application for the person who has received their award
that didn’t have Hays in the map?

Mr. SHORMAN. The initial map that came out had—and I will call
them donut holes around Hays and some of the other areas and
when we looked at that map we really had trouble. We tried to ask
the RUS about this and even though we had a donut hole that
looked like Hays was not included, we contacted them, told them
what we were doing. We also told them that there were other com-
petitors, AT&T and RTS’s own affiliate Nex-Tech that were also
providing services in that little area. So we tried to do that and
frankly when the word came out we were really surprised that it
even covered that because of that donut hole. We went back and
after a lot of work and a lot of time, the next map that we finally
got out of the RUS showed Hays was all included.

Mr. GUTHRIE. But the map that was submitted with the applica-
tion did not have——

Mr. SHORMAN. The first map that came out on the Web site
showing where the application, where it was attended to to be had
a donut hole
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Mr. GUTHRIE. Had Hays——

Mr. SHORMAN. [continuing]. Over the Hays area.

Mr. GUTHRIE. OK. And then Ms. Fong, you said earlier, well in
your testimony and actually Mr. Gingrey asked the question that
said in the 2005 audit. I know that was not Recovery Act. You had
60 percent of the projects were in pre-existing access even though
the law requires funds not to do that? And you said that you have
different language between Recovery Act and the agriculture. Is
the Recovery Act more restrictive or more or less restrictive on
overbuild—the language in the Recovery Act?

Ms. FoNG. It is less restrictive. It allows Recovery Act projects
to be funded where there are providers already. It just—and I
think the way RUS has implemented this is in its application proc-
ess to give credit for certain kinds of factors. But yes, the Recovery
Act is a little more flexible than the law that was in effect.

Mr. WALDEN. We would now go to the gentlelady from California,
Ms. Matsui.

Ms. Matsul. Thank you, Mr. Chairman, and thank the witnesses
for being here today. While no program of this magnitude can be
perfect, the broadband recovery program, particularly the BTOP
program will expand broadband access to more and more Ameri-
cans. Like many of my colleagues on both sides of the aisle a few
projects in my home District of Sacramento were awarded to im-
prove broadband adoption capabilities. Anchor institutions like
community colleges such as the Las Rios Community College Dis-
trict is my district were awarded grants to provide trading and dig-
ital literacy skills for local residents in my district. Last September,
I, along with Ranking Member Eshoo and Congressman Markey,
sent a letter to NTIA urging them to prioritize anchor institutions
during the second round of funding and I applaud the administra-
tion for doing just that. I have heard from the Sacramento Public
Library and the number one issue they face is a lack of capacity
in suitable bandwidth or speeds to serve their customers in this
time of economic stress. I have a question for Dr. Welch. Will Merit
networks be providing direct fiber connections to schools, libraries,
health care providers, or will it be providing “middle mile” capacity
or both?

Mr. WELCH. Yes, ma’am, both.

Ms. MATSUIL Both, OK.

Mr. WELCH. And we are also linked in with the public computing
center award for Michigan State. We will be directly connecting
many of those sites that were funded by the BTOP program.

Ms. MaTsul. OK. If it wasn’t for the ARRA grants would the lo-
calities have the resources to connect anchor institutions?

Mr. WELCH. No, ma’am. Well, so definition of connecting being
dark fiber, and no ma’am they would not.

Ms. MaTsul. OK. Mr. Zinser, do you believe that the BTOP pro-
gram has adequately served the anchor institution community?

Mr. ZINSER. [—Congresswoman, I know that the second round
did put emphasis on connecting to anchor institutions and I would
agree that I think that the second round did accomplish that.

Ms. MaTsul. OK. Dr. Welch again. One of the requirements of
the goals at BTOP was to encourage collaborative projects in a
wide range—array of participants that might benefit from the ef-
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fort. So cooperation with State and local officials as well as local
institutions was highly encouraged. I know that the State of Cali-
fornia was very active on this because we heard from them a lot
during the grant process. What kind of collaboration did you en-
gage in for your project?

Mr. WELCH. Ma’am, we collaborated both at the state level with
state agencies. We collaborated with other people who were apply-
ing so that we would interlink our projects and make sure that
they were synergistic. We collaborated with commercial providers
who are sub recipients and then of course we collaborated with all
the local governments, the community anchor institutions, the
state 911 agency to try and make sure that we could meet
everybody’s needs. And as you know it is an optimization problem
so you try and move a little bit here and there but get the best re-
sult for the region.

Ms. MATsUIL Did you actually do outreach to do that?

Mr. WELCH. Yes, ma’am.

Ms. MATsUIL. OK. So do you think that your project is stronger
because of this?

Mr. WELCH. Yes, ma’am.

Ms. MATsulL. OK. And you are willing to go on record saying that
this is something should have happened all over the country in es-
sence in order to extend the reach particularly for anchor institu-
tions?

Mr. WELCH. Yes, ma’am. I am extremely proud of what we are
doing in Michigan and I think it is going to be a great thing for
Michigan.

Ms. MaTsul. OK. Thank you. Mr. Chairman, I yield back.

Mr. WALDEN. Thank you gentlelady and now we will go to the
Vice Chair of the Committee, Mr. Terry.

Mr. TERRY. Who will be on time next time. I want to follow up
a little bit on what Mr. Doyle was talking about and Mr. Shorman,
as you may know we have worked on USF a little bit, a few draft
bills. The last couple draft bills has focused on more of a micro look
at rural companies and excluding from USF places like Hays that
has competition from being able to receive USF funds. So while one
area of government is trying to make sure that areas, those pockets
of 20,000 and Nebraska’s in the same way, most rural will have
pockets of 15-20,000 that are well served. What we are trying to
find is though are those towns of 200, 300 that are not. Maybe no
access or they called broadband 250 kilobytes and don’t have the
infrastructure to get to 10 or even in today’s world 30 maybe, what
is needed. So the point that I want to bring up, my kid on this is
I understand from you opponents in this they said well you only
have 3 percent of the project area, therefore, it is all rural. You
would disagree I assume with that assessment that you should just
if the project area is large enough that a town of 20,000 is only
three percent of the geographical area we shouldn’t worry about it.

Mr. SHORMAN. Well, I am only a farm boy, but it seems silly to
me that we are not serving square miles. We are serving customers
in these areas outside of here and to take and grow a map big
enough—I assume at some point you get a bit enough map you
could make LA a rural town. That doesn’t make sense.
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Mr. TERRY. So I want to go then to Mr. Goldstein, Ms. Fong, in—
well first of all is GAO or inspector general then offer reports back
to RUS and NTIA that says you should have a deeper level, a more
of a granule definition of unserved where larger communities that
have two or three providers should be excluded? Do you make those
type of recommendations?

Mr. GOLDSTEIN. No, sir, we don’t. We make recommendations re-
lated specifically to audit findings based on criteria that an agency
has established or that were in law.

Mr. TERRY. All right. Ms. Fong, how about with the inspector
general’s report?

Ms. FoNG. We would go in and look at the language of the Recov-
ery Act that authorizes this program and attempt to assess how
RUS implemented that and whether the criteria they applied made
sense and comply with the statute. And I think what I am hearing
today is a very interesting discussion about how you define rural
area. Is it square feet? Is it number of users? It is a very inter-
eﬁting issue that I have not focused on, but I appreciate you raising
that.

Mr. TERRY. And we are doing it in the drafting of the USF bill,
so I know it can be done. But anyway, just—Ms. Fong and Mr.
Goldstein on rescissions of contracts or loans, pools of money out
there, have any been rescinded do you know of from our US under
the Stimulus act?

Ms. FoNG. I don’t know. The awards were all made by September
30 of 2010, so it is unlikely that anything has been rescinded. It
is now February. But I don’t know that for sure.

Ms. EsHO0. Would the gentleman yield?

Mr. TERRY. Sure.

Ms. EsHOO0. I think there is one under BTOP.

Mr. TERRY. OK.

Ms. Fong. OK.

Mr. TERRY. Would that be your understanding, too, Mr. Zinser?

Mr. ZINSER. Yes, sir, about $300 million I think was rescinded
at one point.

Mr. TERRY. All right and I think during the first line of ques-
tioning or opening with Mr. Walden, you meant—Ms. Fong, you
said that when it is rescinded that 300 million goes back to the
agency and then it is used in at their discretion. Is that a fair
statement?

Ms. FONG. I am going to defer to my colleague.

Mr. ZINSER. In the case of the BTOP program the Congress di-
rected that it be used for a different program. They took it away
from BTOP and used it for a different program. That was an act
of Congress.

Mr. TERRY. OK.

Mr. ZINSER. I think the way the Recovery Act is set up for BTOP
if for whatever reason grant money does get returned to the agen-
cy, the Recovery Act I think at this point does provide the adminis-
trator with the discretion of reissuing that money to another grant-
ee

Mr. TERRY. So it doesn’t go back to the Treasury. So we
Mr. ZINSER. Well, it is complicated. As I mentioned the Dodd-
Frank legislation about de-obligated money and what happens to
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that. And there are provisions for the administrator to actually
transfer the grants to another grantee before they would become
de-obligated, so you really have to drill down into those issues.

Mr. WALDEN. Thank you.

Mr. TERRY. Thank you.

Mr. WALDEN. Now we go to Mr. Towns of New York.

Mr. Towns. Thank you very much, Mr. Chairman, and of course
Ranking Member for having this hearing and of course let me indi-
cate to you I am happy to be back as well. Mr. Zinser, perhaps you
can help us figure out what an appropriate level of funding might
be for such oversight going forward. I don’t expect you to provide
us with a dollar amount, but give us some general views and feel-
ings in terms of what a model should be in terms of oversight. And
I am going to ask you too, Ms. Fong.

Mr. ZINSER. Well, the budget request for NTIA for fiscal year
2011 was about $24 million at the end. I think they had originally
asked for more than that and eventually the request from the
President for fiscal year 2011 was about $25 million. And that
would have funded a number of staff at NTIA to actually be
charged with overseeing specific grants. For our work, the Recovery
Act appropriated about $10 million for my staff. If you look at my
overall budget compared to the department it is a little less than
that proportion, but my view is that I am going to deliver the best
oversight I can with whatever resources I get.

Mr. TowNS. In other words you are sort of saying that might not
be enough?

Mr. ZINSER. It might not be enough, sir. If we start getting a lot
of complaints and a lot of allegations of fraud for example it could
get very expensive to go out and actually investigate each one of
those with 230 plus grants out there.

Mr. TowNs. Ms. Fong?

Ms. FonG. The RUS has an oversight program in place because,
as you may know, the broadband program has pre-existed the Re-
covery Act for about 10 years. And we understand that they have
a system whereby they have contracted out with an external con-
tractor to help them for the next two years. They also have in place
employees who are onsite across the nation to look at auditing the
receipts that come in against the grants and also to do compliance
reviews of recipients. It is our understanding that RUS believes
that this framework will work well for them. I do not have a sense
of whether they believe that they need more resources or not. Their
request for fiscal year 2011 is about $300 million to run the whole
program and that would include both grant and loan authority as
well as oversight. At this point I would suggest that perhaps some-
one ask the RUS administrator their view on that in terms of over-
sight funding.

Mr. TowNs. My concern is that you know we talk about waste,
fraud, and abuse, and even stupidity. You know we even add that,
but the point is that many times though we are not prepared to
fund you know and be able to go and to look and to see and that
is really my concern. And that is really why I raise this question.
Because I think that we make a mistake when we don’t have the
resources to go out and do it because that is waste and I don’t
think that—we cannot afford the luxury of waste in any kind of
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way today. So on that note, Mr. Chairman, and again, I am de-
lighted to be back and I yield back.

Mr. WALDEN. We are delighted to have you back and we will
take back the time and give it to Mr. Latta. Mr. Latta, you are rec-
ognized for 5 minutes.

Mr. LATTA. Thank you, Mr. Chairman, and I want to thank all
the folks who are here today. It has been very, very enlightening
today on your testimony. Boy, I have a lot of questions I would like
in such a short period of time, but if I could, Mr. Shorman, let me
just go back to what Mr. Shimkus was saying a little bit earlier.
I just want to make sure that we are clear for the record that your
application was to serve those in unserved areas and that the
award that was given was given to RTS and that was going to
serve about—at least 50 percent of an area that has already been
served. Is that correct?

Mr. SHORMAN. That is close to correct, yes.

Mr. LATTA. OK. And something else in your testimony I thought
that it was also interesting that—unfortunately we don’t have time
to have you give the entire testimony but you have 277 employees?

Mr. SHORMAN. Yes.

Mr. LATTA. And you have 212 which are employee owners
through your employee stock ownership plan, but I also found it in-
teresting in your testimony on page two. And this really goes to a
crux of a lot of things that happen with a lot of companies in our
areas. And what happens sometimes when government puts people
out of business sometimes, it says here in your paragraph that
your Eagle Cares program that you have a partnership with the
Salvation Army that you help needy individuals with their tele-
phone, Internet, and cable payments. You have helped deliver
meals on wheels to retirees when there is bad weather that has
kept their drivers off the road. You donated an emergency heart
defibrillator units to the community schools. You raised hundreds
of thousands of dollars for children by sponsoring an annual tele-
thon. What happens when government puts you to a point that you
can’t compete and what happens to your employees and what hap-
pens to all of your community work?

Mr. SHORMAN. I am so proud of our employees. We are employee
owned. Our 277 employees of which 212 are employee owners, they
participate in the upside and the downside of the company. When
we have a competitive overbuild like what has happened and hap-
pened in other communities it affects each one of their-our employ-
ees and their ability to go out and do these types of things. And
I am proud of what they do.

Mr. LATTA. Let me just follow up real quick on that. Do you fore-
see that you might with the competition you know that is coming
thrgugh this grant that you might end up having to lose employ-
ees?

Mr. SHORMAN. We have to survive as a company and when cus-
tomers go away or are taken away by a government overbuild then
we have to make adjustments there and that would cost us employ-
ees and would cost our company and the shareholders which are
once again the employee owner.

Mr. LATTA. OK. Thank you very much. If Ms. Fong, if I could ask
you. I also found your written testimony very interesting. You re-
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port, you say on page three of your testimony that in 2005 you
made the report that there are 14 recommendations and in the re-
sponse RUS did not agree with how the OIG portrayed the
broadband grant and loan params and for the next several years
the OIG worked with RUS to resolve those recommendations. And
then in 2009, you revisited broadband programs and you saw that
eight of the 14 recommendations had not been taken—had not had
corrective adequate, or should say adequate corrective action at
that time. You go on to state in your testimony that from ’05
through ’09, RUS continued providing questionable loans to pro-
viders near very large cities or in areas of pre-existing service. And
that you go on to state that they had—RUS delayed in responding
because of the 08 Farm bill. But you also state that as January
of 2011 the office of the Chief Financial Officer has not accepted
RUS as actions as adequate to close 10 of those four recommenda-
tions from ’05. I guess it really comes down to my question is this.
You know when all these things are going on and all these years
are passing what is your—what action can you be taking especially
based on your experience of what percentage of the grants, of these
grant awards can be expected to have problems with waste, fraud,
and abuse and how much—how many of those might go—be un-
used and be reclaimed?

Ms. FonG. Well, that would be the focus of our planned audit
work for later this spring. What we plan to do is to go back and
take a look at how RUS is implementing the Recovery Act in the
context of the recommendations that we had made in the previous
audits. And we recognize that some of those recommendations have
been overtaken by events, but we are also very concerned about a
number of them that go to the management of the program. In a
nutshell, we are concerned that it appears RUS does not yet have
final regulations to implement its broadband program. It lacks
written staff guidance to help the staff make decisions on how to
award service and deal with loans and de-obligate and cancel loans.
And so we are very interested in going in and looking at the man-
agement controls of that program to see if that program could real-
ly run a lot more effectively. While we do that we will be looking
at individual grants and loans to see if there are instances where
some of those funds could be gotten back. And we will let RUS
know about that.

Mr. LATTA. Thank you. Mr. Chairman, I yield back.

Mr. WALDEN. Thank the gentleman. We now recognize the gen-
tleman from Massachusetts, Mr. Markey. Yes, I believe I will go to
the gentlelady from California for a unanimous consent request.

Ms. MATsUIL Thank you. I do have a unanimous consent request,
Mr. Chairman, to place some things in the record. There are two
letters in support of the Rural Telephone and Nex-Techs broadband
expansion proposals from Lynn Jenkins and from Jerry Morand,
Congressman Morand. These were referenced earlier. And then
these are letters of support for the RTS project from the First Na-
tional Bank of Hays, Kansas, the Ellis County Commission of
Hays, Kansas, the Ellis County Coalition for Economic Develop-
ment, the Hays Medical Center, the Hays Public Library, the North
Central Kansas Technical College of Hays, Kansas, and the Fort
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Hays State University of Hays, Kansas. So I appreciate this and
I would like to place these in the record.

Mr. WALDEN. Without objection.

[The information appears at the conclusion of the hearing.]

Mr. WALDEN. And now I would like to recognize the gentleman
from Massachusetts, Mr. Markey. You are the last one so it is hard
to pass at this point.

Mr. MARKEY. Thank you very much. Thank you. If there is a
proxy for economic development in a country it is the deployment
of broadband. And 2 days ago we celebrated the 15th anniversary
of the signing of the Telecommunications Act of 1996. February 8,
1996. Fifteen years ago today, not one home in America had
broadband. Fifteen years ago today, not one home in America had
broadband. Fifteen years later, Google, eBay, Amazon, Hulu,
YouTube, on and on and on. Two million jobs, branded, made in
America. We won. We are not doing that in clean energy yet. China
is trying to do that. We don’t have a plan, but that is a great eco-
nomic opportunity for us. That is another committee right now that
is even not here. In the Stimulus bill I was able to add language
which required that each of these grants got open access as a part
of the condition. Mr. Shorman, is that important to have open ac-
cess as a part of insuring—as a part of the deployment of
broadband in our country?

Mr. SHORMAN. If open access is available and is easily usable
that can be important.

Mr. MARKEY. So what challenges would your business face if we
had to—if open access was a part of receiving funds into the Recov-
ery Act?

Mr. SHORMAN. You have to be able to work—have a workable
plan with the company that you would be getting access from and
what we have found in some other experiences is that has been dif-
ficult to make happen.

Mr. MARKEY. And why is it difficult?

Mr. SHORMAN. It appears there is a boatload of rules that you
have to go through to make things happen which is a great barrier.

Mr. MARKEY. A boatload of rules that the other companies have?

Mr. SHORMAN. That is correct.

Mr. MARKEY. The companies, sir, a lot of companies that don’t
really believe in open access.

Mr. SHORMAN. That is exactly right.

Mr. MARKEY. You create those rules as the obstacles.

Mr. SHORMAN. And so in the pure sense having open access is
very important.

Mr. MARKEY. Oh, it is so

Mr. SHORMAN. In reality it becomes a lot more difficult to make
happen.

Mr. MARKEY. It is so important. You know because as you know
Verizon and AT&T turned down the contract to build the Internet
and then they—at each juncture they have turned the opportunity
to go into the Internet until we did the ’96 Act, you know and then
they sued. They called it a Bill of Attainder in the Supreme Court
and they tried to stop it, you know, after we passed the 96 Act—
Verizon and PacBell. So there are problems without question.
Could you—can you provide, Mr. Goldstein, a specific example
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where the Recovery Act does not provide the authority for the re-
turn to the Treasury of unused or reclaimed broadband funding
with this draft bill would?

Mr. GOLDSTEIN. We haven’t looked at that specifically, sir. I will
take a look and get back to your office. I would be happy to.

Mr. MARKEY. Yes, please, thank you. And on the issue of total
percent of Americans which now do not have broadband. I know
that those numbers came up earlier. Could you tell me what those
numbers are? Ms. Fong, do you know the answer to that?

Ms. FoNG. I do not know.

Mr. MARKEY. Does anyone out there know the answer to that
question?

Mr. GOLDSTEIN. We can get back to you, sir. We will take a look.

Mr. MARKEY. OK. I think that is important. We need a—this is
all part of a plan for the future for our country so that we are cap-
turing all of the opportunities which broadband presents for eco-
nomic development in rural America and inner city America so that
everyone is participating. The E rate, which I was able to include
in the 1996 Act and it ensured that all schools, the poorest schools
all have access to it so that the kids get the skill set. It really
doesn’t divide along regional lines. It is for every kid in America
so that they have it in their schools. But this broadband plan actu-
ally helps them to get it in their homes as well and I just can’t
think of a more important thing that we could be doing to ensure
that our economic growth continues unabated without this kind of
a program in place. It ensures that it is uniform and that it cap-
tures the future. It captures what our country has to be all about
in the 21st century. And on a bipartisan basis I think we should
all work towards that goal of empowering every human being, chil-
dren especially to be able to maximize their God-given abilities by
having access to broadband. Because it is the indispensible skill set
that will make them competitive with a portable skill set that they
can use anywhere in our country or the world in their lives here
in the 21st century on this planet. And that is really what that pro-
vision was all about in the Stimulus bill and I thank you, Mr.
Chairman, for holding this important hearing.

Mr. WALDEN. Thank you, Mr. Markey. We appreciate it. We now
go to Mr. Scalise for 5 minutes.

Mr. ScALISE. Thank you, Mr. Chairman. Mr. Shorman, does your
company use your private investment to make the investments that
you have made to build out the network in rural communities?

Mr. SHORMAN. Yes, in a sense we have a traditional banking re-
lationship where we go and put our plan together and they in turn
fund our projects.

Mr. SCALISE. So you are risking your private capital to go build
up a network and then of course as you risk that it is—the busi-
ness model is that you are investing that capital so that you can
ultimately create this infrastructure that ultimately people would
be able to use and then you can get that money back instead of
having taxpayer money go to build it out.

Mr. SHORMAN. It is kind of the American way to be able to take
money, build something, build a product, sell it, and then get the
money back and pay off your loan. Correct.
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Mr. SCALISE. Seems like a—for too long that model has worked
so well and you know in the last few years it seems like govern-
ment wants to come along and take the place of what the private
sector did and of course from all the results the government’s not
doing a real good job of it and we are drowning in a sea of red ink
in the process. When you look at what happened with, you know,
with these RUS grants does taxpayer money being used to in es-
sence fund your competitor serve as an incentive or disincentive to
you—for you to make future investments?

Mr. SHORMAN. Well, it certainly disincentive in our areas where
that—where there is an over builder that is using—again, it is my
tax dollars also that are being used to compete against me along
with our other employee owners. So exactly to that point it does
cause us to have to look at where we spend our money and what
we can do with that money.

Mr. ScALISE. What kind of jobs are related to the investments
you have made so far? How many jobs have you created along the
way with this private investment, the risk that you have taken as
a company? What kind of jobs has that equated to?

Mr. SHORMAN. Well, our company has not quite doubled in size
with some of the acquisitions that we have had. We also do our
own fiber install. We do our own technology training. We do things
throughout our company that continues to grow. And because of
our employee owners live in those same communities it is not like
we are a big cooperation. We are a small company based in Hays,
Kansas that covers that area in North central and Northwest Kan-
sas.

Mr. ScALISE. How many people work for your company?

Mr. SHORMAN. Two hundred seventy-seven give or take you know
a few along the line and we have 212 of those are employee owners
that own stock in the company and the employees own 63 percent
of our company.

Mr. ScALISE. And what is the average pay for these jobs?

Mr. SHORMAN. It can vary. It can vary from 20-30,000 a year to
higher than that in certain areas.

Mr. SCALISE. Again, sounds like the American dream creating a
lot of jobs and a lot of opportunities for people. When the Stimulus
bill was going through one of the claims that was going to be made
was that this would increase broadband deployment especially in
rural areas and create jobs. From your experience is the program
reaching the unserved or is it just jeopardizing some of the things
that have already been done by the private sectors.

Mr. SHORMAN. I think in some of the letters that were presented
earlier this process was proposed to reach unserved rural North-
west Kansas people. That is a great project. If it reaches unserved
customers that is a terrific way for this money to be spent. How-
ever, in reality the biggest part of that or a major part of that is
overbuilding existing operations and existing broadband providers.

Mr. ScALISE. And that kind of duplication just wasn’t what was
promised to the American people.

Mr. SHORMAN. That is not what we understood it to be.

Mr. ScALISE. Appreciate that. Mr. Goldstein, you state that the
RUS plans to use its existing oversight framework that it uses for
grant and loan program. Given the problems the Inspector General
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Fong has reported on about RUS is this an effective oversight plan
to prevent the defaults and the obligations RUS has experienced in
the past?

Mr. GOLDSTEIN. I think we would have to wait and see, sir. We
don’t know yet.

Mr. ScALISE. All right, Mr. Fong, do you want to—I am sorry,
Ms. Fong, do you want to comment on that?

Ms. FonG. That will be one of the things that we will be looking
at most likely in our audit. I will say that in the past RUS, in its
oversight capacity, when it has identified instances of wrongdoing
in the program they have come to us and made referrals to us and
those have resulted in successful prosecutions. So we do know that
at least on some level their oversight program has been effective.

Mr. ScALISE. All right, thank you. And Mr. Zinser, I understand
that auditing grants at this time is very difficult because even
though the money has been awarded the grantees have not done
much yet. What are planning to do to ensure that the taxpayer
money is not misspent?

Mr. ZINSER. We have got a number of steps we have to take.
Number one, we are going to see how well NTIA is overseeing their
portfolio of grants. We have got to make sure that the program of-
fice is doing its job. We are going to go through a process of identi-
fying the grants into a risk assessment and identify the riskiest
grants. NTIA is doing a similar process.

Mr. ScALISE. Do you know how long it will take to really get a
formula in place to know how well this taxpayer money is being
spent?

Mr. ZINSER. We are going to initiating grants. Very soon, I don’t
know that a complete formula will be developed, but one of the
things we are going to do for example is the Recovery Board, the
Recovery and Accountability Transparency Board has set up a ca-
pacity of checking grantees across a number of public source data-
bases for risk indicators. We are going to use that capacity to iden-
tify potential audit targets.

Mr. ScALISE. Thank you, Mr. Chairman. I yield back.

Mr. WALDEN. Thank you and I want to thank our panelists for
your participation in the hearing today. I think it has helped us
think about this program and look at the legislation that has been
drafted. If you have comments and suggestions about how you—
how we can improve the draft legislation we would welcome those
not only from our panelists but others who are observing these pro-
ceedings and certainly from my colleagues on both sides of the
aisle. I would like to thank our witnesses and members that par-
ticipated in today’s hearing. I would remind members that they
have 10 business days to submit questions for the record and I
would ask that the witnesses all agree to respond promptly to those
questions. I will note for the record your head nods in favor of that.
And with that the subcommittee is adjourned.

[Whereupon, at 11:56 a.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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Statement of Chairman Fred Upton

Subcommittee on Communications and Technology Hearing on ARRA
Broadband Spending

We all share the same goal of ensuring that as much of our country has
access to broadband as possible. The question, of course, is what’s the best way of
going about it. In these difficult economic times, it is important that we both

encourage private sector investment and spend any taxpayer dollars wisely.

The good news is that most of the work is already done. According to the
FCC’s National Broadband Plan, 95 percent of the country has access to broadband
and two-thirds subscribe. We have gone from 8 million broadband subscribers to

200 million in approximately 10 years. So we are starting from a very good place.

Today’s hearing examines the stimulus package provisions allocating $7
billion to the National Telecommunications and Information Administration and
the Rural Utility Service for broadband grants and loans. The hearing is intended to
begin oversight of the program and also to consider staff draft legislation designed
to improve oversight and return unused or reclaimed money back to the U.S.

Treasury.

‘When we marked up the broadband provisions of the stimulus bill last

Congress, many of us proposed focusing on the 5 percent of the country that is
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unserved. It simply made sense to us to make sure everyone had “firsts” before we
started working on “seconds.” We also suggested focusing on areas that are
otherwise uneconomic for the private sector to serve. When spending our
constituents’ money, it just seemed sensible not to allocate dollars to places the

private sector was already serving, or was likely to serve in the future.

Focusing on unserved areas that are otherwise uneconomic to reach also
helps minimize overbuilding existing providers. Deploying broadband is an
expensive business, whether you’re using your own money or taxpayer money. [t
is also a difficult business. And it becomes that much harder if your subscriber
base has been cut in half. Competition is, of course, a good thing. But we’re talking
about rural areas that are even more difficult to serve because there are fewer
residents spread over very large areas, and because there are mountains or other
challenging terrain. Forcing a company to compete with a government-subsidized
competitor can actually hinder deployment and cost jobs. And the government-
subsidized entity will also have a harder time competing, preventing the taxpayers’
money from going as far. For all these reasons, overbuilding is something to be

minimized.

All of these concerns led us to suggest that we wait for the nationwide

broadband map before we start spending money. It becomes much harder to avoid
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these pitfalls if you don’t know precisely where broadband already is. That map is

not due to be unveiled until next week, but the money has been awarded already.

My hope is that the money will have been well spent, but oversight will be
important to make sure we see what the money produces and we learn from any
mistakes. It is also important because we are about to begin a very similar
conversation regarding reform of the Universal Service Fund. The President has
also recently announced a goal of reaching 98 percent of the country with wireless
broadband. It is always tempting to throw taxpayer money at these sorts of issues.
And once we do, it only makes sense that we try to ensure some of that money gets
used in our districts. It is, after all, originally our constituents’ money. But we need
to think long and hard before passing laws to make sure we are allocating our

resources wisely.
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PREPARED STATEMENT OF HON. EDOLPHUS TOWNS

Thank you, Chairman Walden and Ranking Member Eshoo. I am very pleased
that the Sub Committee is holding this hearing. Our constituents need to know that
we are keeping an eye on how well the Recovery Act funding for broadband pro-
grams is being used in communities all over this country.

As a long time member of this Committee I have seen how broadband has trans-
formed our economy. Recovery Act funding will accelerate this trend and I truly be-
lieve that the benefits will be keeping America strong and competitive well into the
21st Century.

As Chairman of the Committee on Oversight and Government Reform last con-
gress when the Recovery Act was enacted, I and my colleagues worked tirelessly to
incorporate the processes that made this spending the most transparent and ac-
countable in history. I pledge to work with the other side in the new congress to
continue making sure taxpayer money is efficiently spent. However, I have looked
at the proposed legislation that is being discussed at this hearing and I believe that
it is unnecessary and duplicative of oversight efforts already mandated in the last
congress.

I am pleased that the GAO and the Inspector Generals in charge of preventing
waste fraud and abuse in these broadband programs are here today to share their
perspective. I look forward to hearing their findings and recommendations. I strong-
ly believe we should make a bipartisan commitment to give them the resources they
need to conduct vigorous oversight of the funds going forward.

In New York City, these projects are already underway and having a major im-
pact. As an example, The NYC Connected Learning program is designed to effec-
tively link the home and school learning environments. It will provide more than
18,000 sixth grade students in 72 low-income schools with home computers, dis-
counted broadband service, educational software, digital literacy training and an
array of resources. School populations are approximately 40 percent Latino, 31 per-
cent African-American, 15 percent Asian-American, and one percent Native Amer-
ican. The program is underway citywide. Nearly 5,000 families in about half of the
schools (nine from Brooklyn) have participated to date and the program is on track
to ultimately serve the targeted number of 18,000 students.

We embarked on an effort to prepare America for a 21st Century economy when
we appropriated money towards broadband technology. We must take advantage of
the opportunity these funds provide because, while recovery does not happen in the
blink of an eye, innovation can. Readiness requires quality internet access for all
Americans. It requires tough oversight and continuing our investment in broadband.

Thank you and I yield back the balance of my time.
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HENRY A, WAXMAN
307H DISTRICT, CALIFORNIA

August 4, 2010

The Honorable Lawrence E. Strickling

Assistant Secretary for Communications and Information
U.S. Department of Commerce, Herbert Hoover Building
1401 Constitution Avenue, N.W.

Washington, D.C. 20230 SUSPENSE DATE X 38/ 2.0)
AR : e A &
Dear Secretary Strickling, . ) CONTRQL#_,__Q W= _

I am writing in support of two grant applications submitted by the California
Emerging Technology Fund (CEFT) to the National Telecommunications and Information
Agency (NTiA). These applications are for Round Two funding for the Broadband
Technology Opportunities Program (BTOP). The two proposals are for Digital Literacy for
All (DLA) and Access to Careers and Technology (ACT).

CETF has worked in partnership with other non-profits in California on these
applications. In the 30th congressional district, which I represent, funds from these
applications would go to Chrysalis and the Salvation Army. They would provide computers
and training in technology to young people and to the unemployed to improve their ability
to find employment. Funds from these applications would also support statewide
programs of the ACME Center, the California Foundation for Independent Living Centers,
California Resources and Training and Empowernet CA, which would help to close the
digital divide in the 30th congressional district as well.

1t is estimated that the two proposals would result in 2,864 jobs statewide enlisting
28 anchor institutions as training sites and broadband access points. The Digital Literacy
for All proposal will help 28,500 low-income youth and adults gain digital literacy skills
while the Access to Careers and Technology proposal would provide digital literacy skills
for some 36,900 low-income youth and adults.

I hope you will give these grant applications every consideration consistent with
applicable laws and regulations.

Sincerely,
a (Nogmma,

HENRY A. WAXMAN
Member of Congress
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October 21, 2009
The Honorable Gary Locke
Secretary
U.S. Department of Commerce
1401 Constitation Avenue, NW
Washin DC 20230 .
slingion. SUSPENSE DATE 127272000
Dear Secretary Locke, REMARKS

CONTROL#__Z0
By now you have received the application for funding from Towerstream. I am writing to
express my support of their application for grant funding for the Broadband Technology
Opportunity Program (BTOP) with the U.S. Department of Commerce, and hope that you
will give them full and fair consideration under the applicable law. Towersiream has
benefited underserved communities and my Congressional District in Brooklyn, and I
feel they are a worthwhile candidate for this funding.

I have been told by my constituents in Brooklyn that broadband service is lacking, or
entirely unavailable, in many parts of this commumity. It is vital that we seize this
opportunity provided by the Recovery Act not only to reach rural underserved, but also to
address the needs of one of our nation’s urban underserved populations. Adequate
Internet access is needed by consumers, businesses, public safety agencies, and
disadvantaged small businesses in underserved urban areas for the very same reasons it is
needed in rural areas. .

1 understand that Toweratream’s proposal provides for a sustainable model of urban
broadband deployment, a key requirement in the BTOP application process. Its
application for Brooklyn provides for discounted service for anchor institutions, public
safety agencies and smafl disadvantaged businesses in underserved areas.

1 hope the U.S, Department of Commerce will give full consideration to this proposal, If
you have any questions of my support for Towerstream and its application, please do not
hesitate to contact Megan Cornish in my Washington, D.C. office at (202) 225-5936,

Si

Edolphus “Ed” Towns
Member of Congress
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March 26, 2010 (718) 272-1175
Lawrence E. Strickling .

Assistant Secretary for Communications and Information ACTION OFFICE B
Herbert C. Hoover Building COPIES TO 2 s 25
U.S. Department of Commerce L)

1401 Constitution Avenue, N.W.

Washington, D.C. 20230 SUSPENSE DATE__,.Z}Z {‘QZ {z ) l()

ear Assistant Secretar ickling: REMARKS
e fssant Sty Sicine CONTROL#___Allas

By now you have received an application for funding from Xchange Telecom Corp. 1 am writing
to express my support for the Broadband Technology Opportunities Program application being submitted
by Xchange Telecom Corp. and hope you will give the application full and fair consideration under the
applicable law. The application is being submitted in partnership with key community anchor institutions
and a “last mile” minority- and woman owned business enterprise (“MWBE”).

The Broadband Technology Program will help stimulate the economy, create job opportunities
and economic growth in Brooklyn, and bring high-speed broadband internet access to homes and businesses
in the unserved and underserved areas of Brooklyn. A high percentage of those unserved and underserved
areas are in the 10% Congressional District, and include Bedford-Stuyvesant, Brownsville and East New
York, communities that have been neglected by commercial ventures and educational services, and the
residents of which are predominantly African-American or immigrants of European and African descent,

The proposed high-speed access network that Xchange Telecom Corp. is planning to construct in
Brooklyn, New York, and specifically within the 10% Congressional district, may begm to address the
connectivity and end-user-service quality issues of the current telecom infrastructure in Brooklyn. It is
unacceptable that our community continues to suffer from poor telecom infrastructure. I look forward to
the development of a community-wide, high-capacity broadband network connecting, with fiber optic
technology, schools, libraries, medical and health care facilities, community health centers, public safety
entities, community colleges and other institutions of higher education, community-based service
organizations and small businesses,

I hope the Department of Comimerce will give full consideration to this proposal. I you have any
questions about my support of Xchange Telecom Corp., please do not hesitate to contact Megan Cornish at
202.225.5936.

=
phus “Ed" Towns
Member of Congress
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DEC 7 200
December 7, 2009

The Honorable Lawrence E. Strickling

Assistant Secretary for Communications and Information -

Administrator, National Telecommunications and Information Administration
U.S. Department of Commerce

1401 Constitution Avenue NW

Washington, D.C. 20230

Dear Secretary Strickling,

By now you have received the application for funding from MegaPath, Inc. I am writing
to express my support of MegaPath’s funding proposal for the Broadband Technology
Opportunities Program (BTOP) and hope that you will give them full and fair
consideration under the applicable law. MegaPath has demonstrated itself to be an asset
to New York City and my Congressional District in Brooklyn, and I feel they are a
worthwhile candidate for this funding.

MegaPath proposes an innovative solution to provide affordable last-mile broadband
service, including an Internet access device, to residents of 337 underserved communities
in 12 northeast states, including New York. I believe MegaPath’s broadband proposal is
a particularly good solution for residents in need of affordable broadband solutions in
New York. The proposed MegaPath service will allow the most vulnerable populations
(low income, unemployed, and aged) to have and utilize broadband access. '

I hope the Department of Commerce will give full consideration to this proposal. If you
have any questions of my support for MegaPath and its application, please do not hesitate
to contact Megan Cornish in my Washington, D.C. office at (202) 225-5936.

Edolphus “E4” Towns

ACTION 0??!95% Member of Congress
COPIES TO e X r$

SUSPENSE DATE._V/4/ZotD

REMARKS
CONTROLE _ 23005 .
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Dear Secretary Locke, a4, Theoy mREéARf@ ;
Tewerstwam 4, Treopoed gl e —7ems
By now you have received the application for finding from Towerstream. [ am writing to
express my support of their application for grant funding for the Broadband Technology
Opportunity Program (BTOP) with the U.S. Department of Commerce, and hope that you
will give them full and fair consideration under the applicable law. Towerstream has
benefited underserved communities and my Congressional District in Brooklyn, and 1
feel they are a worthwhile candidate for this funding.

1 have been told by my constituents in Brooklyn that broadband service is lacking, or
entirely unavailable, in many parts of this corrnunity. It is vital that we seize this
opportunity provided by the Recovery Act not only to reach rural underserved, but also to
address the needs of one of our nation’s wrban underssrved populations. Adequate
Internet access is needed by consumers, businesses, public safety agencies, and
disadvantaged small businesses in underserved urban areas for the very same reasons it is
needed in rural areas, . .

I understand that Towerstream’s proposal provides for a sustainable modet of urban
broadband deployment, a key requirement in the BTOP application process. lts
application for Brooklyn provides for discounted service for anchor institutions, public
safety agencies and small disadvantaged businesses in underserved areas.

Lhope the U.S. Department of Cornmerce will give full consideration to this propossl. If
you have any questions of my support for Towerstream and its application, please do not
hesitate to contact Megan Cornish in my Washington, D.C. office at (202) 225-5936,

S glxe

et Ser
Edolphus “Ed” Towns
Member of Congress
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Congress of the Ynited States
PMashinglow, A 205815
JAN 15 200

an ACTION OFFICE
January 1d, 2070 COPIES TO

Mr. Liwrencs B, Suisking SUSPENSE DATE_ 2/ // Z5/0>

Assistant Secretary for Communications and information REMARKS
and Administrator T
National Telecommunications and Information Administration (N’I‘{AFONTROL#—W——QL?DQ-——M
U.8. Department of Commerce

1401 Constitution Avenue, NW

Washington, DC 20230

Ref: Support for the ‘Township of Irvington’s BTOP Application
Dear Mr. Strickling:

Ag members of the New Jersey House Congressional Delegation, we take grent pride jn wilting
to you to express. owr suppori for the Township of lrvington, NJ (Irvington) Broadband
Technology Opportunity Program (BTOP) application,

Ay Congrossmen from Now Jersey, we have actively supported BTOP under the Recovery Act
and New Jersey Senator Frank Lautenberg is one of the primaty sponsors of legislation creating
the Broadband Technology Opportunity Program. It was urban cities like the {rvington that
inspired us to #cl concerning the lack of broadband technologics that for too long have Jelt
residents of our uxban centers out of the economic mainstieatn of socicty.

As you arc well aware, America is cumently engaged in efforts to foclaim our technological
advantage from Asin and other parts of the global community. This cantiot be done without our
urban municipatities paticipating in the broadhand technology transformation that is heing
chumpioned by the Obuma Administration, That is why we are supporting lrvington's
application for BTOP funding.

We encourage your administeation approve Irvington's fanding request that will not only deploy
a much needed broadband program citywide but also create hundreds of jobs for Trvington's
residents and many residents i other New Jersey communities. (Irvingtom has put together a
strong public-private partnership with small businesses located in Verona, Wayne and
Whippany, NJ, with disadvantaged small businesses located in Irvington and Belleville, NJJ,
and a host of other small businesses throughout the state.)

The National Conference of Black Mayors (NCBM), in regards o a national broadband plan,
suggesied the following:

PIONTED ON IGYEELD PARLR
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“Muayors, elly and county commissioners, and all other officers of local government, have
the most direct qeeess fo the Amarican people, particularly those living in underserved
communities, Thorefore, these local elected afficials are in the best position lo access the
needs of the people and implement proaciive solutions thai immedlately speak to those
needs. In the case of broadband access and udoption, municipal governments are
perhapy in the best position o engage in broadband mapping activitles that help
ascerfain the connected and unconnected in thelr communitios.

Likewise, municipal governments can easily define areas in need of the most
improvement in their communities and can, thergfore, define broadband opporiunities in
a way that state and federal governments cannot,”

We agree with NCBM and other distinguished organizations advocating the granting of BTOP
funding on behalf of municipalities.

Pleasc keep us posted on the progress of Irvington’s application. We are delighted that frvington
has developed a multi-phased approach to delivering broadband to alf of lrvington which will
ineludc bringing the fiber network directly to the door step of cvery school, municipal building,
community center and fow income resident of the town,  We look forward to hearing from you.

Sincerely,
[)WQM/’//ZJ - .
Donald M. Payne i1} Pascrel] Ji,
Member of Congress Member of Congress
Steven R, Rothman l"iﬁnk Pallone Jr. %

Member of Congress Member of Congress
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Mr. Lawrence E. Strickling

Assistant Secretary for Communications and Informatien
National Telecommunications and Information Administration
U.8. Department of Commerce

1401 Constitution Avenue, NW

Washington, DC 20230

Re: Support for BTOP Application by the City of Asbury Park, New Jersey
Dear Mr, Strickling:

On behalf of the city of Asbury Park, I would like to express my strong support for their
Broadband Technology Opportunity Program (BTOP) application, which seeks funding for their project
titled, ‘Asbury Park Wircless Network for Free Broadband, CCTV, and Parking Management Systems.’

Asbury Park is an ideal candidate for BTOP funding. Classified as a “Distressed City,” over 30%
of Asbury Park’s resident population is below the poverty level. The Citywide Wireless broadband
would offer internet access to these lower-income residents, who otherwise cannot afford such access.
Moreover, wireless capabilities for emergency services, such as police, fire, and medical, would greatly
increase their efficacy at a minimal cost of manpower. The city also plans for shared wireless broadband
aceess with other public agencies, such as the Board of Education, the Housing Authority, and the
Asbury Pari Library.

Finally, wireless broadband access would attract businessés and jobs to Asbury Park. Aggressive
marketing of free public Wi-Fi would allow businesses to offer internet setvice to patrons at minimal
operating cost to themselves, As a beachfront community, the presence of broadband access would
atiract many more beach patrons and thus increase the city’s economic activity by providing it with a
competitive advantage in attracting local businesses and creating local employment opportunitics.

I greatly support the city of Asbury Park’s objectives in its application. As broadband access is a
critical component of life in the 21™ century, it is a key tool in breaking the cycle of poverty in providing
access to educational resources and subsequently improving the socioeconomic status of its residents.

Thank you for your considération.
Sincerely,

ACTION OFFiCE_ MM 2 4 m‘ﬂ P
COPIES: mw 1
R . \ES . FRANK PALLONE, JR.

Member of Congress

CONTROL# I ™ conncsonin
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Mr. Lawrence E. Strickling
Assistant Secrotary for Communications and Information

National Telecommunications and Information Administration ACTION OFFICE Qru .
U8, Department of Commerce COPIES TO___( ()N\J 2 maﬂ\’

1401 Constitution Avernue, NW
Washington, DC 20230

- 27
Ref: Support for Middlesex County’s BTOP Application; Grant # é%%i%]\’]%E DATE—M
Dear Mr. Strickling: CONTRGL#Q_,&Q;Z______
On behalf Middlesex County which T reprresent, I would like to take this opportunity to

express my support for Middlesex County’s Broadband Technology Opportunity Program
(BTOP) application.

As yon are well aware, the President is a strong advocate of further connecting American
citizens and small businesses to the rest of the world through providing underserved regions with
acoess to high-quality broadband technology. As a supporter of the legislation that created the
BTOP, I couldn’t agree more, By providing and promoting quality broadband services, we move
this country toward econamic success.

I encourage NTIA to approve Middlesex County’s funding request for their proposed
improvements in its middle mile infrastructure. The construction and implementation of
additional broadband towers within the county will provide a foundation to improve broadband
access ta its county residents, small businesses, hospitals, schools and local government
instifutions. In addition, these broadband service improvements will markedly improve
emergency responders’ ability to comununicate in times of crisis, while at the same time reducing
operating costs of the county and local governments. This funding will also help provide au
additional platform for shared municipal services, including electronic data and records.

I look forward to the success of the BTOP program. Thank you for your consideration.

Sincerely,

Member of Congress

PRINTED DN RECYGLED PAFER
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@omgrenn of fhe Wnited States
Weasliugtan, DE 20515

December 11, 2009 DEC 11 209

Lawrence E. Strickling

Administrator

Broadband Technology Opportunities Program

National Telecommunications and Infosmation Administration
United States Department of Commerce

HCHB, Room 1874 )

1401 Coustitation Avenue, NW

Washington, DC 20230

Dear Administrator Strickling,

futll and.fair consideration to Califa Group’s21™ Century Learning Centers hpplication for
Broadband Teohnology Opportunities Program (BTOP) federal stimulus fiinding, In Rebruary
2009, Congress passed and the President signed the American Recovery and Reinvestment Act
(ARRA), which included $4.7 billion for competitive BTOP prants.

As Members of Congress from the 2:: of California, we wtite to ﬂ?outage you to give

. —

The Califa Group is a not-for-profit libraty membership congortium in California fhat has
worlced with the California libraries and the California community colleges to provide broadband
infiastructore in unserved and undegserved areas. According to the application, this project
would create 66 high-definition videoconferencing and public-computer centers at 58 Califoraia
library and community-colieges throughout the state.

As you know, libraries and conmunity colleges are anchor institutions at the frontline of
helping people with job search and new skilfs development. Wikh increased broadband access,
these essential institutions can better serve all California communities by offering advanced
educational and information services, such as online adult and family literacy programs, job
training, placement, and education,

Additionally, the Califa Group has stated that this project will help create or save jobs at
libraries, communify colleges, and other participating sites, The applicant also proposes that
indirectly, many more jobs will be ereated and much economic development will be stimmlated
by increased access to technology. .
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Tuvesting in high-speed broadband at our cornmunity colleges and our libraries will
provide much needed broadband access to owr unserved aud underserved population, while alse
creating or saving jobs. We, therefore, urge you to give full and fair consideration to the Califa
Group’s 21 Century Learning Centexs application for BTOP stimulus funds.

1‘

Member gf Congress
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Member of Congress
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February 5, 2010 FE

The Honorable Lawrence C. Strickling

Assistant Secretary C‘:‘F cg E l ?)
National Telecomummications and Information Administration — i
TS Department of Commerce CTION OFFICE

Herbert Hoover Building, Room 4598 : éOP!ES T0 C b 3

1401 Constitution Avenue
‘Washington, DC 20230

R SUSPENSE DATE 3/ 77610
RE: Rovair REMARKS.

Dear Assistant Secretary Strickling, CDNTROL#_.LmL

I am pleased to offer my support to RovAir Wireless of Massachusetts. RovAir has
submitted an application for fimding from the Broadband Opportunities Program under
the American Recovery and Reinvestment Act,

RovAir offers a unique delivery mode! for mobile broadband connectivity in an area that
hag ceflular coverage. RovAir rents wirelesz 3G broadband cards and leases them to its
consumers. Their model allows the user to have connectivity without the need for a long
term oxpensive plan, RovAir's service works on the existing cellular infrastreture. This
allows RovAir to fill the need of connectivity to rural areas and underserved
comnmunities. RovAir is an innovative comnpany that has found a way to create a viable
and affordable option for internet connectivity,

1 wholeheartedly support RovAir's proposal to this program and I respectfully request
that you give their application a full and thorough review. Should you have ay questions
o require additional information, please do not hesitate to contact Roceo DiRjeo of my
Medford Distdot Qffice at 781-396-2900.

Sincerely, .

Edward J. Markey

EIM/rd

HUTED GN RECYTLED PAFLIY
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November 12, 2009

Lawrence E. Strickling
Assistant Secretary for Communications and Information

National Telecommunications and Information Administrati
Herbert C. Hoover Building KICTION 'IQFHQCE—%?&?‘
U.S. Department of Commerce/NTIA COPIES TO (Aﬂfj) (5%

1401 Constitution Avenue, NW
Washington, D.C. 20230 T
SUSPENSE DATE_y2./1 /20011
. o REMARKS
Dear Assistant Secretaty Strickling: CONTROL# 19713
B

We offer our full support of the three Broadband Technology Opportunities Program application
priorities identified by Massachusetts Governor Deval Patrick in his letter to you of October 14,
2009.

The three priorities identified are: 1) the western Massachusetts applications, under the
coordination and leadership of the Massachusetts Broadband Institute (MBI); 2) the OpenCape
application for Cape Cod; ‘and.-3) the consolidated City of Boston applications. These
applications best reflect the diverse needs of the Commonwealth of Massachusetts, and on their
merits score highest.against the federal evaluation criteria. We believe these are among the most
ambitiousand: eredible Broadband Technolagy Oppqrmmtles Program (BTOP) . applications
submitted fram anywhere in. +thenation,

Co]lecnvely; these: proJeots* are: s.hovs:l»;eady, sThey, will create at least | 638 d1rect jobs and at
least 1,874 indirect jobs. They are also mtegml to broader ¢ economic development in the west
and southeast portions of the Commonwealth, as well as in our disadvantaged communities
within Boston. Beyond connecting unserved and underserved citizens, these projects will play a
critical role in connecting anchor institutions such as libraries, schools, municipalities, and
hospitals to high speed broadband. Public safety will be enhanced in the hurricane vulnerable
southeast and Cape Cod region through dedicated and redundant public safety communications
systems.

Each projest has.mechanisms:to aid; aud Support. jticreased . broadband opportumty and greater
adoption. "Those living in the most rural or the most densely urban areas will gain Internet access
to fully participate economically and civically. In particular these projects will afford our most
isolated -and., our.. most vulnexable cmzens the opportunity.. to, fully access, local and state
govemmem serv1ces

Thq three, priorities reflect rural, urban, and suburban models All three have been in

development for a number of years and have a level of maturity that offers potential insights for
National Broadband Policy development and rephcatlon across the country. OpenCape was

PRINTED ON RECYCLED PAPER
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recently cited as a model for replication by the National Association of Telecommunications
Officers and Advisers (NATOA). ”Ihey also offer important synergies by pursuing
telecommunications infrastructure expansion in conjunction with regional wutilities’ desues to
deploy communications infrastructure to support smart grid applications.

We encourage you to support the Massachusetts priorities identified by Governor Deval Patrick
in your consideration of Broadband Technology Opportunity Program grant applications.

Sincerely,

Do R

J6hn Kerry ) : Paul Kll‘k '
ember of Congress! i : Member of Congress

S s Ndalut

Bill Delahunt
Member of Congress

-Mike Capuano
Member of Congress

Ed Matkey ¥
Member of Congress
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opportunity for city kids competing against their peers in the suburbs of Boston and
around the world.

NTIA guidelines specify that grant applicants that have multiple submissions that
are complementary will receive “additional consideration” under the evaluation of project
purpose. Boston deserves this additional consideration since it has demonstrated how its
three grants work as an integrated whole to sccomplish, in a highly cost-effective way,
digital inclusion in the City’s lowest income neighborhoods, coupled with an innovative
public safety application.

We very much appreciate your service and hard work and hope NTIA will
strongly consider funding for the remaining Massachusetts grant applications.

Sincerely, /

n F, Kerry
S Senator

Edward J, Mark
U.S. Representative

Barney Frank ; / - au G. Kirk, j

U.S. Representative U.S. Senator

S. Represemative

F. Tierney ZS Michael E. Capuaf.\o 4

. Representative U.S. Representative

mes P. McGovern
J.S. Representative

Stefhen F. Lynch.
U.8, Representative
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@Congress of the United States

Washington, BE 20515 NV 1 ;
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November 12, 2009

Lawrence E. Strickling
Assistant Secretary for Communications and Information

National Telecommunications and Information Administrati
Herbert C. Hoover Building %Iglglggl _]%FHQC(E‘;—\——%{&:—\
U.S. Department of Commerce/NTIA C") vl

1401 Constitution Avenue, NW
‘Washington, D.C. 20230 o e
SUSPENSE DATE y2./1 2001
. o REMARKS
Dear Assistant Secretary Strickling: CONTROL# 1413
T

We offer our full support of the three Broadband Technology Opportunities Program application
priorities identified by Massachusetts Governor Deval Patrick in his letter to you of October 14,
2009,

The three priorities identified are: 1) the western Massachusetts applications, under the
coordination and leadership of the Massachusetts Broadband Institute {MBI); 2) the OpenCape
application for Cape Cod; 'and..3) the consolidated City of Boston applications. These
applications best reflect the diverse needs of the Commonwealth of Massachusetts, and on their
merits score highest.against the federal evaluation criteria. We believe these are among the most
ambitiousand; eredible Broadband Technology Opportupities Program (BTOP) applications
submitted from anywhere in. he nation,

Collectively; these: prajects. ate: :shovel-ready. They, will create at least 1, 638 dJrect jobs and at
least 1,874 indirect jobs. They are also integral to broader economic development in the west
and southeast portions of the Commonwealth, as well as in our disadvantaged communities
within Boston. Beyond connecting unserved and underserved citizens, these projects will play a
critical role in connecting anchor institutions such as libraries, schools, municipalities, and
hospitals to high speed broadband. Public safety will be enhanced in the hurricanc vulnerable
southeast and Cape Cod region through dedicated and redundant public safety communications
systems.

Each project has mechanisms.to aid; and support increased broadband opportumty and greater
adoption, Those living in the most rural or the most densely urban areas will gain Internet access
to fully participate economically and civically. In particular these projects will afford our most
isolated -and: oug. ;most vulnerable citizens, the opportumty to, fully access, local and state
government servwes

Thq three, priorities reflect rural, urban,” and_suburbarl: ,‘niodeljs. ) All three have been in

development for a number of years and have a level of maturity that offers potential insights for
National Broadband Policy development and replication across the country. OpenCape was

FRINTED ON RECYTLED PAPER
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recently cited as a model for replication by the National Association of Telecommunications
Officers and Advisers (NATOA). They also offer important synergies by pursuing
telecommunications infrastructure expansion in conjunction with regional utilities’ desires to
deploy communications infrastructure to support smart grid applications.

We encourage you to support the Massachusetts priorities identified by Governor Deval Patrick
in your consideration of Broadband Technology Opportunity Program grant applications.

Sincerely,

loee  Rext

Jbhn Kerry ; Paul Klrk '
ember of Congress : Member of Congress
%/ S 15t alu?

Mike Capuano
Member of Congress

Bill Delahunt
Member of Congress

Entt (]

Ed Markey ¥
Member of Céngress Member of Congress
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Congress of the Hnited States
Washington, BE 20515

May 14,2010
Larry Strickling Dallas Tonsager
Administrator Under Secretary
National Telecommunications & Rural Development
Information Administration U.S. Department of Agriculture
U.S. Department of Commerce 1400 Independence Ave., S.W.
1401 Constitution Avenue, NW Washington, DC 20250

Washington, DC 20230

Dear Mr. Strickling & Mr. Tonsager:

We are writing today regarding California’s American Recovery and Reinvestment Act (ARRA)
Broadband Applications for Round Two. We appreciate that during Round One California was
awarded 8 grants from the Broadband Technology Opportunities Program (BTOP), and received
broadband mapping funds. However, California did not receive any funding from the Broadband
Initiatives Program (BIP), overseen by the Department of Agriculture’s Rural Utilities Service
(RUS)., We write today to request that you give due consideration to California’s grant requests
in Round Two.

As you know, ARRA included $4.7 biltion for competitive BTOP grants and $2.5 billion for
broadband grant, loan, and loan/grant combination programs administered by RUS. The funds
are to be used for projects that help bridge the technological divide, boost economic growth,
create jobs, and improve education and healthcare.

‘While California’s broadband coverage rate is 96 percent, the remaining 4 percent includes more
than 1.4 million people living in rural areas covering a total of 44,000 square miles, roughly the
size of Kentucky. According to the Federal Communication Commission, 14 million people
nationwide are without broadband access, which means that roughly 10% of Americans who are
unserved are in California.

The list of California’s “highly recommended” and “recommended” BTOP Round Two projects
set forth by the Governor of California, as well as the pending BIP applications, highlight the
needs of California’s unserved and underserved areas as well as the strength of ideas and
collaborative nature of those applying for Round Two funds. We, therefore, urge you to give full
and fair consideration to California’s Round Two grant applications, which will go a long way
towards improving economic and educational opportunities in the state.

Sincerely,

FRINTED GN RECYCLED PAPER



cc: Jonathan S. Adelstein
Administrator, Rural Utilities Service
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BTOP/BIP Letter Si’gnpn

1. JoeBaca

... Howard Berman

. Lois Capps

Jlim Costa

. AnnaEshoo

. John Garamendi

Jane Harman ... .

2
3
4
5
6. Bob Filner.
7
8
9

Mike Honda

10. Barbara Lee

11, Zoe Lofgren

12. Jerry McNerney

13. Doris Matsui

14. George Miller

15. Laura Richardson

" 16. Lucille Roybal-Allard

17. Loretta Sanchez

18, Henry Waxman
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December 11, 2000 DEC 11 2009

Lawrence B. Strlckling

Adminisicator

Broadband Technology Opportunities Progvam

Nationaf Telecommunications and Information Administration
United States Department of Commerce

HCHB, Room 1874 '

1401 Coustitutlon Avenue, NW

Washingtor, DC 20230

Dear Administrator Stelekling,

fill and fair consideration to Califa Group® 21 Century Learning Centers ypplication for
Broadband Technology Opportunities Pro (BTOP) federal stimulug filnding, Tn February
2009, Congress passed and the President signed the American Recovery and Refnvastiment Act
(ARRA), which included $4.7 billion for competitlve BTOP grants,

As Members of Congress from the st:te of California, we wiite to gnpourage you to give

The Califa Growp is a not-for-profit libvary membership consortium in California that hias
worlked with the California libraties and the California community colleges to provide broadband
infiastucture in unserved and undetserved arcas. According to the application; this project
would create 66 high-definition videoconferencing and public-computer centers at 58 California
library and community-colieges throughout the state.

As you know, lbraries and community colleges are anchor institutions at the fronfline of
felping people with job search and new skills development. With incteased broadband access,
these esaenttal institations can better serve all California conmmunities by offering advanced
educational and fnformeation services, such as online adult and family Iiteracy programs, job
tralning, plecement, and education,

Additionally, the Califa Group has stated that this project will help create or save jobs at
librartes, communify colleges, and ofher particlpatiog sites, The applicant also proposes fhat
indirectly, many more jobs will be created and much economic davelopment will be stimulated

by increaged acoess to technology.
AcTion o#RecE. . (N0 .
GOPIES TQ )

SUSPENSE DATE_1 27717000

REMARKS .
CONTROL# __ZL(p2f

4
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Fuvesting in high-speed broadband at our community collsges and our libraries will
provide much needed broadband access to our unserved and underserved population, while also
creating or gaving jobs, We, therefore, urge you to give full and fair consideration to the Califa
Group’s 21* Century Learning Centers application for RTOP stimulus fimds.

Sincorel

%S ; 2‘:‘“"’”‘ C. \")‘C—ﬂ\ -
ZQP L.OFGREN MTENNIS CARDOZA

ember gf Congress Member of Congress
MM.W B¢ /my
AUSAN DAVIS BOB RILNER %
Member of Congress

Mambet ofCongress

" MIKE HONDA
Member of Congress

~

DORIS MATSUI /

Member of Congress

ORBTTA CHEZ
Membaer of Congress

) “""{%T..\
v

Member of Cangress

Werfber of Congress

W2

dﬁy McNERNEY {/ /
er of Congress -

PAURA RICHARDSON
Member of Congress
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MIKE THOMPSON %

Member of Congress

Member of Congress

(oolany
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- Member of Congress
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@ongress of the United States
© Bashington, BE 20515
MG .2 200

July 30, 2010

The Honorable Lawrence Strickling, Assistant Secretary and Administrator
National Telecommunications and Information Administration -

U.S. Depariment of Commetce

1401 Constitution Avenue, N'W.

HCHB, Room 4887

Washington, D.C. 20230

Dear Assistant Secretary Strickling,

As members of the California Congressional Delegation, we are writing to express our
concern about the lack of grants awarded to California under the Broadband Technology
Opportunities Program (BTOP) created as part of the American Recovery and
Reinvestment Act (ARRA).

In the first round of BTOP awards, entities in California received only a few modest
broadband infrastructure grants. California applicants have submitted 114 Broadband
ARRA applications for the second round of BTOP awards. All of these applications will
support California’s economy, particularly in urban underserved and rural and tribal
areas, Thirty-eight of the 114 applications are broadband infrastructure projects that
connect key community anchor institutions, such as schools, libraries, public safety first
responders, health care facilities and local govemmental offices.

Given the importance of broadband investment to economic development in California,
we were disappointed to see NTIA’s July 2™ annouacement that in the first phase of
grants awarded in Round 2 of BTOP funding, not one grant was awarded to a California-
only project. ‘

California is a large state with many geographic and terrain challenges — desert,
mountains, and coastal terrain -- for our broadband providers. We believe methodology
being used to make these grants to the states and territories is fair and equitable. While
Califomia is more advanced in broadband initiatives than most states, we urge you to
carefully consider each California BTOP application moving forward.

Sincerely,

SO Modron |

Doris Matsui Anna G. Eshoo

Member of Congress E'EBTION OFFIGE
. COPIES TO

PRINTED ON RECYGLED PAPER

SUSPENSE DATE_ %/]
REMARKS
CONTROL#__ 41172
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Foiertesmih, Diistncit ) SEP 23 2000
Galgance ’
Septemljer 2, 2009

The Honorable Lawrence F. Strickling T

Assistant Secretary for Communications and Information ACTION UFf “’tx%jlﬁ}——‘
National Telecommunications and Information Agency COPIES TO___ ¥ s oam
Herhert C. Hoover Building (HCHB)
U.S. Depariment of Commerce / NTIA

1401 Constitulion Avenue, N.W. f
Washiogton, D.C. 20230 gg&ﬁ% DATE 1D/ 7/(00

Dear Assistant Secretary S’cricla]ing, GONTROL#’—E%@A:‘—*F

This past month NTIA accepted the first round of applications for the Broadband Technology
Opportunities Program (BTOP). Lsup orted funding for this program under the American
Recbuery and Reinvestment Act and I'm Iﬁeased that BTOP will 5 Ur eConomic growtll in
telecommunications, while providiug an infusion of much-needed mvestments in unserved and
underserved regions of the nation. I commend NTIA for moving ahead expeditiously in the grant
process and I look forward to seeing the gtowth ofa range of business enterprises am(synergies in
this sector of the economy.

We have numerous BTOP applican‘ts from my District,; inclucling the Social Communication
Company {“Sococo”}. It gives me great pleasure to extend my recommendation for your hig
consideration of Sococo's application to the NTIA for funding under BTOP. Sococo is
headquartered in Mountain View in the 14" Cpngressiona] District, and is a real-time,
Jrom‘l{lvand, communicalions gervice provider oﬁering a pa{'en’tez{, fast, secure, scalable internet
platform that puls people in one virtw genera‘:e& space. The Company is poised to launch its
Lxst eneration broadband enterprise solution in the U.S. market and seeles BTOP funding 1o
speed up its prugrammatic rollotd; and Lasten the nation’s demand o} ah(l utilization o£,

broadhand technologies.

Thank you for consideiing Sococo’s application during the BTOP reviow process. I appreciate
your oversigh’c of this important program,

Most gratefully,

Member of Congress
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SUHCOMMITTEE ON INSULAR AFFAIRS,
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Honorable Lawrence E. Strickiing

Assistant Secretary for Communications and Information
National Telacommunications and information Agency

U. S. Department of Commerce/NTIA Herbart C. Hoover Building
1401 Constitution Avenus, NW

Washington, DC 20230

Dear Secretary Strickiing:

} am writing to support the application for a Recovery Act - Broadband Technology Opportunity Program (BTOP),
Round Two Grant by the pariner of Col oursTV of Englewood, Colorado, the National Urban Technology Center in
New York, New York. ColoursTV, a non-profitislovision broadcast network Is collaborating with more than forty
public and private partner arganizations in New York State in an effort to upgrade seventy public computer centers in
low-Income communities; and, to bring to scefe the SeedTech Connact, a broadband platform for the detiverance of
operational efficlencles, resource sharing, scademic content support, computer tralning, and work force development.”

The National Urban Technology Center's (Urban Tech) proposal will make avallable computer training to mare than
140,000 undersarved residents in New York state by providing computer centers with state-of-the-art hardware and
software, cumiculum, taacher tralning, and access to broadband applications that aid in on-ine Job searches which
will lead to meaningfil employment. Urbran Tech and its partners believe this project to be a highly-replicable, “urn-
key" mode) that alfows for the provision of pre-tastad hardware and software, effective training programs with
curriculum that bullds technology skilis that are in demand, addresses language and Jteracy bariers, and provides
for effective administration systems for the effective apsration of the propesed computer centers.

Colours TV wili conduct the statewide media awareness campalgn for the program. &t will conduct this outreach fo
the targsted community through schools, churches, shopping malis and nelghborhaod block parties in an effort to -
promote the use of the comprehansive computer training centors by new users.

Please give the National Urban Technology Center's appiication for a Recovery Act~ Broadband Technology -
Opportunities Program grant your appropriate consideraion. Thank you for your time and attention to this matter. -

Sincerely,
Diana DeGetis

Member of Congress ACTION OFFICE._ Many
COPIES TO__Ca e Alfeur,

SUSPENSE DATE__ 5774 /7010

REMARKS
CONTROL#_ 3A 3 &

PRENTED OM RECYCLED PAPER
"
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DEFUTY WHIP

Congress of fhe Anited States
House of Representatives
Fashington, A€ 2051534321

August 31, 2009

The Honorable Lawrence E. Strickling

. N R BUBCOMMIT N INSULAR A
Assistant Secretary for Communications and information - OCEANS AND WILDUFE
National Telecommunications and information Agency
U. 5. Department of Commerce/NTIA Herbert C. Hoover Building
1401 Constitution Avenue, NW
Washington, DC 20230

Dear Secretary Strickling:

I am writing to support the application for a Recovery Act — Broadband Technology Opportunity Program
{BTOP) Grant by the partner of the National Civic League of Colorado, ZeroDivide. The National Civic
League is “America’s original advocate for community democracy.” Headquartered in Denver, Colorado,
for more than twenty years, the National Civic League is a non-profit, non-partisan membership
organization whose mission is “to strengthen democracy by increasing the capacity of our nation’s
people to fully participate in and build health and prosperous communities across America.”

With the award of a BTOP Grant, ZeroDivide and the National Civic League seek to provide for the
increase in demand for broadband services within vulnerable communities throughout the country.
Without the provision of such services, large numbers of residents will remain on the wrong side of the
digital divide, ultimately contributing to lower economic opportunities and disenfranchisement from the
political process.

With the support of this grant, ZeroDivide and the Nationat Civic League will be able to provide critical
technology training, digital medija production, and civic engagement models and incentives for the most
disadvantaged citizens. They hope to create a new generation of innovators, build an educated and
skilled workforce, and spur increased access and adoption of broadband technology to underserved
rural, inner city, low-income families and youth and people with disabilities.

Please give ZeroDivide and the National Civic League of Colorado’s application for a Recovery Act —
Broadband Technology Opportunities Program Grant you appropriate consideration. Thank you for your
time and attention to this matter.

v, Lot

Diana DeGette
Member of Congress

SUSPENSE D
H
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CONGRESS OF THE UNITED STATES
HOUSE OF REPRESENTATIVES
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COMMITTEE ON ENERGY 213 CANNGN HOUSE OFFICE BUILDING
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ENERGY AND ENVIRONMENT

HEALTH

450 MALL BOULEVARD
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JOHN BARROW ‘ L -
12TH DISTRICT OF GEORGIA Eﬁ /( ol
" April 9, 2010 :
Secretary Gary Locke.
United States Department of Commerce
National Telecommunications and Information Administration

-
=2

Broadband Technologies Opportunity Program :::
1401 Constitution Avenue, NW . N
=

B

Washington, DC 20230

f&lh\ﬂ.]&i)}i‘

Decar Sceretary Locke,

Itis my privilege to support the Elauwit Community Enhancement Foundation-
_GA, LLC and its application for a Public Computing Centers Grant through the
Broadband Technologies Opportunity Program offered by the United States Department
of Commerce. The Elauwit Community Enhancement Foundation seeks funding to
support its public computing centers programs. The funds granted for the program will be
-used to serve underserved communities which have limited access to broadband service.

The Public Computing Centers Grant will provide the Elauwit Community
Enhancement Foundation funding necessary to expand services to vulnerable
communities. The foundation seeks to increase the number of proficient internet users in
underserved communities, and it hopes to-actively reach out to residents in a variety of

ways. It will expand existing public computer programs and create new computer centers
in existing community centers.

The efforts of the Elauwit Community Enhancement Foundation will have a
_profound impact on the economic development of underserved communities. The
investment in technology access in these communities will make areas more attractive to
businesses, and the increase of knowledge of the internet will assist existing businesses
with growth. It is for these reasons I supported the American Recovery and Reinvestment
Act, and I offer my support of the Elauwit Community Enhancement Foundation’s
application for a Public Computing Centers Grant. Please give this application all fair and

due consideration. If you have any questions, please contact Mrs. Lynthia Owens in my
Augusta District Office, at (706) 722-4494.

Sincerely,

John Barrow -

925 LANEY WALKER BOULEVARD
Surrs 300
AUGUSTA, GA 30901
706-722-8494

MiLLEDGEVILLE CiTY HALL SANDERSVILLE OtV HALL 107 OLD AIRPORT ROAD
127 E, HANCOCK STrEET 141 W_HAYNES STRuET Surte A
MILLEDGEVILLE, GA 31061 SArNDERSVILLE, GA 31082 ViDALIA, GA 30474
478-4524611 478-553-1923 912+537-5201
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JOHN BARROW
12TH DISTRICT OF GEORGIA

March 15,2010 '

L =

Secretary Gary Locke 1&- 5 ( q ‘ f

United States Department of Commerce %
National Telecommunications and Information Admmxstrauon N =
Broadband Technologies Opportunity Program N~
1401 Constitution Avenue, NW = =
Washington, DC 20230 = El
>

de

It is my privilege to offer my support of the Central Savannah River Aﬁa Fibernet
Cooperative’s application for a Comprehensive Communities Infrastructure Grant under the
Broadband Technologies Opportunity Program from the United States Department of

Commerce. The CSRA Fibernet Cooperative will utilize the funds to increase internet access
to underprivileged communities.

The CSRA Fibernet Cooperative’s application for a Comprehensive Communities
Infrastructure Grant is a key component to increasing intemet access to individuals within

rural communities with technological and other disparities. This grant will put the
infrastructure in place to expand access to information.

The funding will also provide an economic stimulus to localities hard hit by the
current economic downturn. Jobs will be created as the CSRA Fibemet Cooperative

implements its project plans, and the increased access to the internet will allow communities
to have additional resources to conduct job searches.

The Comprehenswe Communities Infrastructure Grant will offer a competitive
advantage 10 businesses as well, With the increased access, Blisiiesses will beable to matket ~
their products or.services throughout the digital community. It is for these reasons that 1
supported the American Recovery and Reinvestment Act and that I support the CSRA

- Fibernet Cooperative’s application for a Comprehensive Communities Infrastructure Grant.
Please give this application all fair and due consideration. If you need additional information,
please contact Lynthia Owens in my Augusta District Office at (706) 722-4494,

Sincerely, .
John Barrow
450 Mal1. BOULEVARD 925 LANTY WALKER BOULEYARD MILLEDGEVILLY OTY HALL N SaNDERSVILLE Crrv HALL 107 QLo AQRPQ‘RT Roap
Suire A 127 B. HANCOCK STREET 141 W. HAYNES Saeer Surre A
SAVANNAH, GA 31406 AUGUSTA, GA 30901 MLLEDGEVILLE GA 31061 N SANDERSVILLT, GA 31082
912-354-7282 7067224494 A78-452-4811 ‘
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Eongress of the United States
Washington, BE 20515

Qctober 7, 2009 ) JAN 13 2010
The Honorable Gary Locke, Secretary ACTION OFFICE. - :
U.S. Department of Commerce COPIES TO CONGe R~
1401 Constitution Ave NW o
Washington, D.C., 20230-0002

. SUSPENSE DATE
Dear Secretary Locke: REMARKS M 2412

We are writing in support of the broadbarftDNFRBL#d BIP applications submitted
by Communications Infrastructure Group, LLC (CIG}.

CI(¥s Georgia Rural Connection will provide service to 35 of Georgia’s most .
economically challenged counties. The project’s 85 cell towers will create significant
improvement in the delivery of healthcare, public safety, local government, and
educational services, It will provide high-speed wircless broadband access to
schaols, hospitals, local fire and pohcc departments, local governments, and
thousands of rural Georgians, and it can serve asa moclel of the success for the
BTOP and BIP programs.

Additonally, CIG estimates that each towez it builds will create or sustain more
than 50 jobs, and the expanded broadband access in the area will help create and
attract professional service jobs in réal estate, arta and entertainment, and
environmental services.

CIG is a developer of multi-provider communications infrastructure focused on
telecoramunications tower dcsxgn, constructmn, acquisition, and management
throughout the Southeast. It is partnenng with WFI, an experienced network
infrastructure design, deployment, maintenance, and progmm management service
provider, Their combined abilities will help ensure the project’s success.

Again, we support these apphcanons and urge you to look fe.vorably upon them
because they will significantly benefit rural Georgians. Thank you in advance for
your favorable consideration,

Very truly yours,

ntldl] QAT

/ RepJiim Marhsall

PRINTED ON RECYCLED PAPEA
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@ungress of the Ynited States WL 14 20
Washington, BE 20515

June 30, 2010

The Honorable Lawrence E. Strickling -
Assistant Secretary for Communications and Information . ACTION OFFICE,
US Department of Commerce COPIES TO
1401 Constitution Avenue, NW
HCHB, Room 1412 ) )
Washington DC 20230 SUSPENSE DATE__/ zZiz 2010
REMARKS '
Dear Mr. Strickling: CONTROL#__4dleZ

We write to offer our strong support for the $172 mitlion grant application submitted by the
Los Angeles Regional Interoperable Communications System (LA-RICS). As one of the
largest urban areas in the nation, the use of 4™ Generation broadband interoperable
communications in the Los Angeles region would benefit 88 municipalities and more than 10
million residents living within a 4,084 square mile jurisdiction, cover 22 airports —including
Los Angeles Interational Airport (LAX) and Burbank-Glendale-Pasadena Airport — and the
Port of Los Angeles, Port of Long Beach, refineries, and chemical plants.

el :

Under the American Recovery and Reinvestment Act, Congress provided $4.7 billion to the
National Telecommunications and Information Administration (NTIA) for broadband
adoption. The statute states that a purpose of the program is to “improve access to, and use
of, broadband service by public safety agencies.” We are pleased that NTIA recently decided
to allow FCC qualified 700MHz public safety waiver recipients to petition the Department
for NTIA-administered Broadband Technology Opportunities Program grants. These grants
will enhance our efforts to achieve nationwide public safety interoperability.

The aftacks of September 11, 2001 resulted in the deaths of 2,819 people, including 343
firefighters and paramedics, 23 police officers and other first responders in New York City as
well as 189 people at the Pentagon. In both cities, first responders were forced to function
with woefully inadequate communications devices and networks. The 9/11 Commission
identified the need to provide interoperable communications for first responders as a national
priority.

Since that time, we have made measurable progress in developing the kind of next generation
technology that would have saved countless lives on that dark day and in more recent
hurricane disasters -- but funding is needed-to bring such networks online.

We believe LA-RICS will advance interoperable communications in Los Angeles County,
and we urge you to give it your most serious consideration.

Sincerely,

PRINTED ON RECYCLED PAPER
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gﬁ ;}axman, aC

ard Berman, MC

Grace Napolitano, Ml Brad Sherman, MC~ V

Diane Watson, MC Dana Rohrabacher, MC

Lucille Roybal@and, MC Linda S4nchez, MC )
A ﬂ %
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@ongress of the Wnited States k
%

Waslingten, BE 20515, B W
| s T TR
, May 20, , \':2» o

The Honorable Michael Copps Dr. Bemadetts Mchre-Rwera
Acting Cheirman Associate Administrator, NTIA
Federal Communications Comunission U.S. Department of Comrerce 5
445 12" Street, SW { . 1401 Constitution Avenue, NW !
Washington, DC 20554 § Washington, DC 20230 H
M. James R. Newby ‘ oy A
Acting Administrater ~ \\”u»\ ACTION Ofﬂ% #
Rural Development T—. fOij,;,\ﬁIG" . e
U.S. Department of Agriculture: ' L
1400 Independence Avenue, SW EN
Washington, DC 20250 : SUSPENSE DATE /a7

- , RENARKS_
Dear Chafrman Copps, Dr. McGuire-Rivera, and Mr. Newby:  pONTRDL# EQ;

The American Recovery and Rejnvestment Act of 2009 (ARRA) rightfully recoamzed .
the benefit of broadband by appropriatiig $7.2 billion towards the deployment and
advancement of broadband networks, We-dsk that you consider the unique hardships
Ficed b 34 those’ ‘with no existing broadband service and consider an Fxpedited roupd of -
grante to reputable applicants with s mval-ready projects.

et o v e

As youknow, the ARRA g;ves your respective agencies rule making, implementation,
and oversight of the broadband stimulus programs. We recognize that by statute you
nust consider the advancement of broadband not only to “unserved" aress, but also to
“underserved” areas as well. Howaver, we ask that you take into account and sincerely
consider the reality that many of our constituents have no broadband availability today
due to their remote locations and sparsely populated areas, leaving them morge than just
unserved, These citizens are, without question, severely in need and unable to take
advantage of the irnportant societal benefits access to broadband sexvices afford.
Broadband service provides access to on-line education resources and research, access to
healtheare information and on-line medical records, and enables economic development

and job productivity opportunities.

In addition to ensuring that unserved parts of our country are strongly considered to
receive broadband stimulus fimding with warranted pnonty, we also.encourage you to
muyve swiffly to award grauts to qualified and financially strong: #pplicarts. The overall
goal of thie ARRA, is to stifiiulate od¢ ecnnomy by creating jobs and delivering immediate
broadband services benefits. Every month that passes without the infusion of ARRA
money inte our economy is another month of job loss, which, as 2 by-product,
perpetuates our strugghng economy, For thess reasons, we strongly encourage and

~Avire your respective agencies to move quickly on creating mles that will allow
* ~~=etrated ability to deploy and sustein bmadband facilities to
* -~~dhemd plans that are “shovel ready.”
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The opportunity to bring broadband to every American living in rural and urban Amezica
is within our reach, but we must make sfrong tactical decisions as part of the ARRA
process to ensure hearly ubiquitous broadband is made available to some of our most

deserving citizens and constituents now.

Sincerely,
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htpiiidegatie.houss.gov

LUMMIS an o

Aprfl 23, 2010 AESOURCES
APH 3 0 m Smmuumei"unn HM;v:u::.‘:gnxs,

SUBCOMMITTEE ON INSULAR AFFAIRS,
TCEANS AND WILDLIFE

Honorable Lawrence E. Strickling

Assistant Secrstary for Communications and information
National Telecommunkations and Information Agency

U. S. Department of Commerca/NTIA Herbert C. Hoover Building
1401 Constitution Avente, NW

Washington, DC 20230

Dear Secretary Striciding:

{ am writing to support the application for a Recovery Act - Broadband Technology Opporiunity Program (BTOP),
Round Two Grant by the partner of Colours TV of Englewood, Colorado, tha National Urban Technology Center in
New York, New York. ColoursTV, a non-profit television broadcast netwark is collaborating with more than forty
public and private partner organizations in New York State in an effort to upgrade seventy public computer centers in
low-Income communities; and, to bring to scale the SsedTech Connect, a broadband platfom for the deliverarica of
coperational eficlencies, resourca sharing, academic content support, computer tralning, and work force development.

The Natlonal Urban Technology Center's (Urban Tech) propasal wii make avaliable computer training to more than
140,000 underserved residents In New York state by providing computer centors with state-of-the-art hardware and
software, cumriculum, teacher fraining, and access to broadband applications that ald in onHine Job searches which
will lead ta meaningful employment. Urban Tech and s partners believe this project to be a highly-replicable, “tum-
key” model that allows for the provision of pre-tested hardware and software, effective training programs with
curriculum that builds technology skifts thet are in demand, addresses ianguage and iteracy harriers, and provides
for effective administration systems for the effective operation of the propased camputer centers,

Colours TV will conduct the statewide media awareness campaign for tha program. it wifl conduct this outreach to
the targated community through schoals, churches, shopping malls and nelghborhood block parties in an effort o
promote the use of the comprehensive computer iralning centars by new users.

Plaase give the National Urban Technology Center’s application for a Recovery Act~ Broadband Technology
Opportunities Program grant your appropriate consideration. Thank you for your time and attention to this matter.

Sinceraly,
Dlana DeGettz
Member of Congress ACTION OFFICE '
: COPIES TO 18 4 L5

SUSPENSE DATE 527477010
REMARKS ,
CONTROL#_3A3BK
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FAX 1353)8“ 4996
htip:#/dagetie.houss.pav

COMMITTEE ON NATURAL
RESOUACES

' FEbruary 25,2010 MAH 5 2010 SyUBCOMMITTEE ON NATIONAL PARKS,

FoResTs ANG Pusuc LANDS

SUBCOMMITTEE ON INSULAR AFFAIRS,
Oceans AND WILDLIFE

Honcrable Larry Strickland ACTION omc%/if‘
o .83

Assistant Secretary of Commerce ES TO
Administrator, National Telecommunications and information Admnmstrap frl

U. 5. Department of Commerce
1401 Constitution Avenue, NW SUSPENSE D ATE 3) T
Washington, DC 20230 Cr))m‘ﬂtll’ wd o gMREMAR‘ ——L-.Miam
Dear Assistant Secretary Strickling: CONTROL # Z. 53 94\ " ‘

{ am writing to support the application of ﬂ;ﬁ:)orado State lerary)or a second round American £Gib
Recovery and Reinvestment Act of 2009 {AR roadband Technology Opportunity Program Public 5159
Computing Center grant, if funded, the State of Colorado will create or enhance seventy-eight public
clomputer centers in Colorado, including seven in the First Congressional District, in low-income, diverse
and underserved areas, including the state’s Native American tribes. With this funding, nearly $4 million
will be used to expand computing capacity in libraries, schools and community centers through a series

(S

of fixed and moblie computer labs. )

The project will use community outreach, fibrary staff training, and development of state-wide, local and
other partnerships to meet community needs, Current partners include, but are not fimited to: The Bilf
and Melinda Gates Foundation, the Denver Pubiic Library and more than seventy other fibraries
throughout the state, the Mountain Ute and Southern Ute Tribal Museurn and tribes, College in
Colorado, and, the Calorado Community College system.

The grant proposal focuses on four areas of need of interest to the citizens of Colorado: 1} increasing
minority and ruraf access to educatian; 2) increasing educatian levels; 3} increasing incame fevels; and,
4} providing computing center access to disabled persons. This project, In addition to providing access to
core programs, will provide sessions for high school students on college admissions, online college
courses and financial aid resources. As a pilot State for computer-based testing for the General
Education Degree {GED), it will increase public access that will enhance the goals of the project to
improve educational services and computer skills training to those who do not have coliege degrees.
Each of the upgraded fibrarles will have jobs database access, in partnership with state and local
agencies that provide workforce development programs levering computers, ADA-compHant
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workstations will be provided and fibrary staff will be trained to engage and serve disabled and elderly
citizens. '

Please glve the Colorado State Library's collaborative application for a Broadband Technology
Opportunity Program Public Computing Centar Grant application you appropriate conslderation. Thank
you for your time and attention to this matter.

Sincerely,

Lpicea. Lutree
Diana DeGette

Member of Congress



191

130 Dtmsoreseee
FAX {303i844-9996

nespiiidegetia.huuse gov
COMMITTEE Of NATURAL
RESQURCES
SUBCOMMITTEE ON NATONAL Panxs,
FORESTS AND PuauiC LaNps

The Honorabie Lawrence E. Strickiing

SUBCOMMITTES ON INSULAR AFFAIRS.
Assistant Secretary for Communications and fnformation QCEANS AND WHLDUFE
National Telecommunications and Information Agency
U. S. Department of Commerce/NTIA Herbert C. Hoover Building
1401 Constitution Avenue, NW
Washington, DC 20230

August 31, 2008

Dear Secretary Strickling:

{ am writing to support the application for a Recovery Act ~ 8roadband Technology Opportunity Program
{BTOP] Grant by the partner of the Natianal Civic League of Colarada, ZeroDivide. The National Civic
League is “America’s original advocate for community democracy.” Headquartered in Denver, Colorado,
for more than twenty years, the National Civic League is a non-profit, non-partisan membership
organization whose mission is “to strengthen democracy by increasing the capacity of our natian’s
people'ta fully participate in and huild heaith and prosperous communities across America.”

With the award of a BTQP Grant, ZeroDivide and the National Civic League seek to provide for the
increase in demand for broadband services within vuinerable communities throughout the country.
Without the provision of such services, large numbers of residents will remaln on the wrong side of the
digital divide, uitimately contributing ta lower econamic opportunities and disenfranchisement from the
political process.

with the support of this grant, ZeroDivide and the Nationai Civic League will be able to provide critical
technology training, digital media production, and civic engagerment models and incentives for the most
disadvantaged citizens. They hope to create a new generation of innovators, build an educated and
skifled workforce, and spur increased access and adoption of broadband technology to underserved
rural, inner city, low-income families and youth and people with disahilities.

Please give 2eroDivide and the National Civic League of Colorado’s application for a Recavery Act~
8roadband Technology Opporiunities Program Grant you apprapriate consideration. Thank you far your

Liea

Diana DeGette
Member of Congress

time and attention to this matter,
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MialCll L2, 4ViV
AGTION OFFiC;

The Honorable Larry Strickling o - COMES TO
Assistant Secretary of Commerce e o C e

Administrator

National Telecommunications and Information Administration § ’

U.S. Department of Comirherce Rg&;%’\%l(ssf DATE 675
1401 Constitution Ave. NW . L CONTROL # ﬁ?rm_-,_

Wa§hington~, D.C. 20230

Re: National Telecommunications Information Administration (NTIA)
Broadband Technology Oppertunities Program

OMB Control Number 0660-0031

Comprehensive Community Infrastructure Grant Application — March 26, 2010
Colorado Communify Anchors Broadband Consortium

Dear Assistant Secretary Strickling:

We urge you to favorably consider the Colorado Community Anchors Broadband Consortium
(CCABC) application submitted by CBOCES/EAGLE-Net for broadband infrastructure funding
from Round Two of the Broadband Technology Opportunity Program (BTOP) with the National
Telecommunications and Information Administration (NTIA). The EAGLE-Net is a consortium
of public and private members, including community colleges, healthcare providers, higher
education institutions, K-12 schools, libraries, municipalities, public safety providers, and other
Community Anchor Institutions (CAI). These entities have been brought together via a
public/private collaboration of the Centennial Board of Cooperative Educational Services
(CBOCES) under the EAGLE-Net Gateway, a non-profit Colorado educational services
corporation, located in Longmont, Colorado, under jts Educational Access Gateway Learning
Environment Network (EAGLE-Net). With these funds, EAGLE-Net plans to improve high-
speed broadband services to 216 Colorado communities through the Middle Mile network.

As representatives of Colorado’s congressional delegation, we are well aware of the inconsistent
and in some cases, completely non-existent high speed broadband services for some of our most
vulnerable communities. EAGLE-Net’s proposal will address this need among the communities
where market forces have failed to attract affordable broadband infrastructure and investment.
EAGLE-Net will serve as the non-profit network to Community Anchor Institutions throughout
the state, including 178 K-12 school districts serving over 2,000 schools & 800,000 students, 16
community colleges, 26 libraries, 12 BOCES, two institutions of higher education, public safety
and health care providers, as well as city and county governments. EAGLE-Net will also
provide the opportunity to expand service to as many as 3,000 to 4,000 additional Community
Anchor locations. Wholesale services offered through EAGLE-Net are expected to stimulate the
offering of affordable broadband access for more than 1.2 million households and more than
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By focusing on a non-profit model and by bringing in the experience of the private sector, this
proposal has the potential of truly bridging the middle mile of the digital divide which impacts

" many of our most vulnerable communities. We ask that you give EAGLE Net's application
every appropriate consideration consistent with all applicable laws and regulations. Thank you
for your consideration.
Sincerely,

U S oS

Mark Udall Michae] Bennet
U.S. Senate U.S. Senate
Jovo Mt A Tl
Diana DeGette Jgbn Salazar yd
Member of Congress Member of Congress
AR ‘
“Ed Pellnfutter ike Coffman
Member of Congress Member of Congress

Qo (D

Jargd Pplis xs} Betsy Mgty
Meinter of Congre Membeéf Congress
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MAT-28-2083  22:19 REF FRED LPTON P.az
FRED UPTON o
O 2183 Ravaurn HOUsE Orrice BuLDwg

&1 DisTRICT, MicriGAN

SOMMITIEE ON ENSEGY ANR COMMERCE

WasHINGTON, DC 20515-2206
{202) 225-276%
Fax: 1202} 225-4306

SUBCOMMITTERS:
ENERCY AN ¢nROKMENT 5 ;isﬂﬂ""(wﬁii
NKING RErican MEMBER 4 ¥ OLTH KALAMAZSO MaLL
COMMUNICATIONS. TECHNDLOGY, @Dﬂgl’tﬂﬁ Uf tbt @“‘-tth 5&1&5 SuiTE 180
AND THE NTERNET ) . Kn.a»:;;oags_hgln ?:007
#ouse of Representatibes. Fao: (268) 395-2888
0 5 e 106
May 21, 2009 : 500 ConT, 557:%:‘:
87, Jospry, Mi 4908
Yames R. Newby 1269 BB2-1886
AN —_— ., Fax: (289} 9220237
Agting Administrator, Rura] Utilities Service e house gaviupton
1400 Ind¢pendence Ave SW E-Mai: tollupion @ mail.houise.gov
Stap 1510
Washington, BC 20250-0747
Deer fames:

Aa we approach the application period for rural broadband funds made available by the American Recovery and
Reinvestment Act, I would like o point out what I believe to be a model program, Bloomingdale
Communications has pr | me with a broadband plau for Van Buren County, M that would address lack of
broadband Internet access in rural areas and lack of connectivity between school districts. Their model directly
touches on the two central criteria of both the NTIA and RUS grant programs, to incregse broadband access ia
unserved and underserved areas, and enhance service for botl healthcare and educational facilities in the region.

A fiker optic ring would serve and connect the entire Van Buren County school system, including
Bloomingdale, Bangor, Gobles, Paw Paw, Lawton, Decatur, Lawrence, Hartford, Covert, Sauth Haven,
Mattawan and Van Buren ISD. Just a few of the educationa} benefits of the ring would be distance learning,
software sharing, staff resource sharing, and connection to other school districts. This praject would also benefit
area libraries, hospitals, clinics, community service centers, and public safety organizations,

The fiber ring would also facilitate the connection of unserved and underserved arees by providing broadband
Intamet to rurel subscribers who are currently unserved by & high-speed connection. The fiber optic ring in Van
Buren County would provide connection speeds of up to 70,000kps. Thess broadband speeds would be available
to residents, telecommuters, home-based businesses, and brick and mortar businesses. Under the Bloomingdale
plan, & poteatial 2,834 dial-up customers could be using high-speed Internet by 2011.

Additfonally, this broadband connection will create at least 60 new jobs during the first year of construction, 40
jobs the second year and no less than 9 permancnt jobs. It will also positively affect as many as 425
telecommuters and home-based businesses.

The model Bloomingdale C ications has p d represents an efficient, effective use of funds and
would indeed be an excellent mode! for the State of Michigan as a whole, [ask you to consider Bloomingdaiz
Commupications’ proposal for the fiber-optic ring in Van Buren County. }t would bring broadband Internet to
many residents and businesses without current access, as well as offering tremendous benefits to our schools,
hospitais, and comniunity.

Sincerely,

Fred Upton, Member o

TOTAL P.@2



DC OFFICE:
1 2183 Raveurn Housk OFRICE BUILDING
WagsinaTon, DC 20515-2206
{202) 225-378%

FRED UPTON

BTH DiSTRICT, MICHIGAN

COMMITYEE ON ENERGY. AND COMMERCE
Fax: {202} 225-4986

~EURCOMMITTEES:
ENERGY AND ENVIRONMENT MICHIGAN HOME QFFICES:
RankinG RepuBLICAN MEMBER r ] 157 SOUTH KALAMAZOO MatL
COMMUNICATIGNS, TECHNOLOGY, @Ullg‘[‘ksﬂ Df tbl? @'flmfﬁl ﬁt&ftﬁ Suire 180
AND THE INTERNET KaLamazoo, M1 48007
o {269) 385-0039
%UUKE of RB]JI‘ esentatibes Fax; (269) 395-2888
December 23, 2009 = O e S o

ST. JoserH, Mi 45085
(166302

www house.goviupton
M. Jonathan Adelstein, Administrator E-Ma: tellupton@mail house.gov
U.S. Department of Agriculture
Rural Utility Service
Mail Stop 1510, Room 5135-8
1400 Independence Avenue, S.W.
Washington, DC 20250-0001

Dear Mr. Adelstein:

As a member of the U.S, House of Representatives and Senior Member of the House
Subcommittee on Communications, Technology and the Internet serving the 6™ District of
Michigan, please accept this letter of support for Midwest Energy Cooperative’s (“MWE”)
application for funding under the American Reinvestment and Recovery Act’s NTIA/BTOP
program. It is my hope that you will give MWE’s request your full consideration.

MWE’s application proposes to bring next-generation, wireless broadband services to
unserved and underserved homes and businesses in Southeast and Southwest Michigan. Using
WiMAX (Worldwide Interoperability for Microwave Access) technology, MWE expects to
deliver affordable, retiable broadband service within 12 months of funding. MWE proposes to
deploy a last mile broadband access solution, based on WiMAX infrastructure, in licensed
spectrum. WiMAX, as a fourth generation technalogy, delivers a true “always on” broadband
experience to users on a fixed, portable or fully mobile basis. MWE specifically selected
WiMAX technology as it can be quickly deployed to reliably deliver broadband service (2+
Mbps) at a fraction of the cost of alternative access solutions such as DSL, fiber or cable. In
short, this WiMAX solution will provide broadband service to the greatest number of
households, over the largest possible area, at the lowest possible cost.

MWE's proposed funded Southwest Service Area includes portions of Allegan, Berrien,
Cass, St. Joseph, Kalamazoo and Van Buren Counties in my Michigan Congressional District, as
well as St. Joseph, Elkhart and LaGrange counties in adjacent northern Indiana. The Southeast
Service Area includes portions of Hillsdale, Lenawee, Monroe and Washtenaw counties in
Michigan, as well as Lucas, Williams and Fulton Counties in northern Ohio. The total number of
households in both areas is estimated to be approximately 120,406 based on detailed mapping
performed at the census block-level. The USDA on-line mapping tool, which is less precisc,
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. I‘onatha.n Adelstein

Page 2
indicates a total population of 403,211 with 168,485 households. Regardless, MWE will serve

all households in the proposed funded service areas. As you know, Michigan and northern
Indiana hav been experiencing an economic crisis of greater length and severity than any other
part of the Uunited States. All~encompassing and affordable broadband connectivity wilt go a long
way toward returning our region to the long-term growth and productivity for which it is known.

Again, it is my hope that you will give Midwest Energy Cooperative’s application all due
consideration. Should you have any questions or require additional information, please do not
hesitate to call Mr. Ed Sackley in my Kalamazoo District Office, (269) 385-0039. Until then, I

remain

Very truly yours,

ember of Congress

FSU:es

cc: David J. Villano, Assistant Administrator
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HOUSE COMMITTEE ON
ENERGY AND COMMERCE
SUBCOMMITTEES:
Heacts
ENERGY AND ENVIRONMENT
‘OVERSIGHT AND INVESTIGATIONS

MIKE ROSS
FOURTH DISTRICT OF ARKANSAS.

Wagsmsinczan
2436 Ravaukn Hause Orrice BULDING
WasHiNGTON, DC 20515 i
1-800-223-2220 House ComenTTEE ON
{202) 228-3772 FOREIGN AFFAIRS

N Congress of the Tnited States - frtmutog

mike.ross@mail housa.gov ;90“59 of i\epfﬁgﬂ‘tﬂﬁhk
& eing

May 12,2010

The Honorable Jonathan Adelstein, Administrator
Rural Utilities Service

U.S. Departrent of Agriculture

1400 Independence Avenue, S.W. Room 5135-8
Washington, DC 20250-0747

Dear Administrator Adelstein:

As you may know, Windstream Communications, headquartered in Arkansas, has applied for
Recovery Act funding that would result in significant broadband improvements in my Congressional
District. As such, the success of Windstream's Broadband Initiatives Program (BIP) application is of
particular interest to me.

In Arkansas, Windstream has proposed $9.7 million in broadband investments, including projects
in Grant, Clark, Union, and Ashley counties in the Fourth Congressional District. This would provide an
important economic boost for rural Arkansas, not merely from the creation of 122 jobs, but also from the
productivity and educational gains associated with better Internet connections. (See “Broadband Intemet’s
value for rural America,” published last August by the Agriculture Department.) Windstream’s
investment would accomplish two goals: connect those who are unserved by broadband today, and
double speeds for homes, businesses, and critical institutions that already have broadband. The projects
potentiaily would benefit 4,900 homes, 340 businesses, and 33 critical facilities in Arkansas.

I am also concerncd that all grant recipients may be required to sign an identical, standardized
Grant & Sccurity Agreement. Windstream has examined a 31-page document provided by RUS and
believes it would preciude a publicly traded company such as itself from accepting a grant. Iurge RUS to
be practical and flexible in this area. [assure you that Congress, in passing the Recovery Aet, did not
intend to lock out certain types of companies from delivering better broadband in rural America.

Thank you for your consideration of Windstream’s application. If1 can be of further assistance,
please do not hesitate to contact me.

Sincerely,
Mike Ross
HoT SPRINGS PiE BLUFF EL Dorapo PRESCOTT
300 EXCHANGE STREET GeongE Howarp Ja. FEDERAL Buttoing UnioN CounTy COURYHDUSE 221 WEST MaN STREET
Sure A 100 EAST 871 AVENUE Surte 408 PrescoTT, AR 71857
Mot SPrines NATIONAL Park, AR 71801 Room 2621 101 NORTH WasmnGTON {8703 8876787
{501) 520-5892 Five BLUrr, AR 71601 Ex. Dorabo, AR 71730 (870) 837-6793 Fax
{501) 520-5873 Fax {870) 536-3376 {870} 8810681
{870} 536-4058 Fax (870) BA1-0683 Fax

PRINTED ON PAPER MADE WiT)



MIKE ROSS

FOURTH DISTRICT QF ARKANSAS

« WASHINGTON
436 Raveusn House OFRCE BureiNg

WASHINGTON, DC 20515

House CommnTeE ON
ENERGY AND COMMERCE

SUBCOMMITTEKS:

HeALTH

ENEBGY AND ENVIRONMENT
OVERSIGHT AND INVESTIGATIONS

1-800~223-2220 House CommTTEE ON

{202) 225-3772

FORElAN AFFAIRS

(202} 226-1314 FAX Qﬁnnm‘tﬁﬁ Dt the mnltgh %tates NowtH ATLanmc TREATY

hitpi#ross.house. gav

mike,ross @rmail.house.gov %uuse Df ﬁtpl‘tﬂtnt&tm 25
July 19,2010

RECPIVSU G

The Honorable Jonathan Adelstein
Administrator

Rural Utilities Service

United States Department of Agriculture
1400 Independence Avenue, S.W.
Washington, DC 20250

Dear Mr. Adelstein,

1 am writing in support of the National Rura! Telecommunications and its attempt to
secure funding through the Rural Utilities Service under the Broadband Initiative Program.

In a time when technology is the cc ication basis of the busi school and family
sector, broadband is essential for undeserved, rural communities. The investment to bring high
speed internet access to small areas will help stimulate economic development by saving and
creating jobs such as installers and customer service representatives, while giving entreprencurs a
new global opportunity. In addition, it has the potential to attract investment and new business to
the area while maintaining viability. Bringing broadband service to rural Arkansas can only
become a reality with assistance through the Rurai Utilities Service.

While I know funding is limited, T fully support this request for funding.

I .am hopeful that you will give the National Rural Telecommunications your full
consideration when reviewing its application. Please do not hesitate to contact Jeff Weaver, my
District Dircctor, at (501) 520-5892 with any questions you have regarding this matter.

Mikeé Ross

ce: Mark Cayce,
Quachita Electric Coop Corp.

- ‘ORaAMzZATION {NATO)
SNl taMENTARY ASSEMBLY

Hot SPRiNas PiNE BLUFF . EL Darano PRESGOTT
300 EXCHANGE STREET GEORGE HOwARD Jn, FEDERAL BULDING UnioN COUNTY COURTHOUSE 221 WEST MaiN STREET
Surre A 100 EAST Brw AvENUE Sure 408 ) PRESCOTT, AR 71857
HoT Springs NamionaL Pank, AR 71901 Room 2621 107 NoRTH WaSHINGTON {870} B87-6787
(501} 520-5832 Pine BLure, AR 71601 €1 Donang, AR 71730 - (B70) B7-6799 Fax
{501) 520-5873 Fax {B70} 535-9376 {870) 881-0841
. 1870} 536-4D58 Fax {B70) 881-0683 Fax
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COMMITTEE ON
ENERGY ANO COMMERCE

157 DisTRICY, KenTueky

WASHINGTON OFFICE:
2411 RavBuRN House OFFicE BuiLiinG
WasningTan, DC 20515-1701

FAX: (202} 25-3547

SUBCOMMITTEES:
ENERGY AND ENVIRONMENT
HEALTH

‘OOMMERCE, TRADE, AND
CONSUMER PROTECTION

Congress of tlge Tnited Stateg
1Bouse of Wepresentatibes

(202} 225-3115

‘wow.house goviwhitfield

Washington; BE 20515-1701 .
April 6, 2010

The Honorable Tom Vilsack

Secretary of Agriculture

United States Department of Agricuiture
1400 independence Ave., S.W.
Washington, D.C. 20250

Dear Secretary Vilsack:

Please accept this letter as my support for the Public Computer Centers and Sustainablé Broadband
Adoption grant applicati bmitted by Elauwit C ity Enh Foundation-KY, LLC (ECFC-KY).
ECFC-KY’s goal is to provide low-t d i {families and ved populations with access to low-
cost, ultra-high speed broadband and data services. Ultimately, they hope to achieve success in closing the
broadband gap while creating sustainable jobs in the technology sector.

If granted this funding, the ECFC’s proposal would result in the equivalent of $1,805,052 of direct
investment into the citizens of the First Congressional District of Kentucky, specifically through the Providence

Pubiic Housing Authority. This funding would allow for the establist of work stations

P

various communities and housing units, thereby benefi ‘ such und ved resids In addition, the proposed
program is pre-engineered to commence within one week if the funds are provided.
The establishment of computer labs would create on-going job/computer skilis/ed I training

programs and homework centers and provide wireless network usage capability for local law enforcement and health
service providers. This project would be lined with a less t federal agency auditing process and
would ensure grassroots success with high-level efficiency. One of the best foreseeable outcomes is that it will
create 20 jobs in the First Congressionai District of Kentucky through the hiring of local contractors for
construction, residents for servicing the established corr;puter labs, and local specialists for designing the system
requirements.

1 am hopeful that you wiil be able to give the ECFC-KY’s appl your full id for funding.
I  may be of assistance to you in this process, please d.o not hesitate to contact my District Director, Michael Pape,
at 270-885-8079 or at 1403 South Main Street, Hopkinsville, KY 42240. Thank you for your time in reading this
letter of support. ,

Sincerely,
)
Ed Whitfield
Member of Congress
EW:ch
FIRsT FLoom. Surre ¥ SUITE 224 Raom 104
1403 SoUTH MaiN STREET 00 NORTH Maik 222 FirsT STREET 100 FOUNTAIN AVENUE
HorkiNsviik, KY 42240 TOMPRINSVILLE, KY 42167-1548 Henpersow, KY 42420 Papucan, KY 42001
{270} 88S-8079 {270) 487-9509 {270) B25-4180 {270} 442-6301
{800} 126-5625 FAX: {270} 487-0015 FAX: {270} 8266783 FAX: {270} 442-6805

FAX: {270} B85-8598

PRINTED DN RECYCLED PAPER
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ED WHITFIELD COMMITTEE ON
ENERGY AND COMMERCE

SUBCOMMITTEES:
ENERGY AND ENVIRONMENT

15T DiSTRICT, KENTULKY

WASHINGTON OFFICE:

T B Congress of the Tnited States et

(202} 2263115 COMMERCE, TRADE, AND

FAX: {2625 225-3547 ﬁuuﬂﬁ of ﬁeptﬁge“tﬁ“heﬁ' CONSUMER PROTECTION

wre house goviwhitfisld

WHasbington, BL 20515-1701

September 14, 2009

Mr. David J, Villano

Assistant Administrator, Telecommunications Program
Broadband Initiatives Program

U.S. Department of Agriculture, Rural Utilities Service
1400 Independence Avenue, SW, Stop 1599
Washington, D.C. 20250

Dear Mr. Villano:

1 am writing to extend my full support to the Paducah Power Systems in Paducah, KY
and their application for funding number BIP CFDA 10.787 under the American Recovery and
Reinvestment Act (ARRA) of 2009. The Paducah Pewer Systems’ application includes a
proposal for the installation of an open access fiber feed broadband wireless network. Such a
network would connect local hospitals, school systems, health care providers, emergency
services, libraries, and local government agencies in underscrved areas to served areas for the
enhancement of collaboration and the provision of enhanced broadband access in multiple
counties.

1f granted the funding, the Paducah Power Systems would use 2.88 million dollars in
ARRA funding and $750 thonsand from the Paducah Power Systems. Funding this project
would allow the Paducah Power Systems to provide open access at no charge for the utilization
of dark fiber to govemment-owned or public entities. It would also allow broadband access to
children participating in the free or reduced lunch programs at a 30 percent discount.

T am hopeful that the Paducah Power Systems’ application wil be given full
consideration for funding. If I may assist you in any way, please-do not hesitate to contact my
District Director, Michagl Pape, at 270-885-8079 or at 1403 South Main Street, Hopkinsvilie,
KY 42240. Thank you for taking time to read this letter of support.

Sincerely,
o

Ed Whitfield
Member of Congress

EW:ch
TRICT DEF
Finst FuoaR * sumeF Surre 224 Roawm 104
143 SouTH MAN STREET 200 NortH Maw 222 FIRST STREET 100 FOUNTAIN AVENUE
HaskmsuLE, KY 47240 TomPrgViLLE, KY 42167-1848 HeNDERSON, KY 42420 Papucan, KY 4200t
79 {270} 487-3502 {270} B26-4180 270} 4428901

8-5520 FAX; {270} 487-0019 FAX: {270) 8266783 FAX: (270} 442-6805

FAX: {270} 895-8598

PRINTED ON RECYOLED PAPER



203

ED WHITFIELD COMMITTEE ON
* 151 DISTRICT, KENTUCKY ENERGY AND COMMERCE
SUSCOMMITTEES:
WASHINGTON OFFICE: , ENERGY AND ENVIRONMENT
v S o O ko Congress of the Enited States A
02} 275-3115 3 .
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www house.goviwhitfield

Tashington, BE 20515-1701

September 24, 2009

The Honorable Tom Vilsack

Secretary of Agriculture

United States Department of Agriculture
1400 Independence Ave., S.W.
Washington, D.C. 20250

Dear Secretary Vilsack:

Please accept this letter as my support for the grant application submitted by Elauwit Community

Enhancement Foundation LLC (ECFC) under the United States Department of Agricuiture’s Broadband
Technology Opportunities Program. ECFC is a non-profit foundation partnered with local public housing
authorities serving seven states in the Southeast. Their goal is to provide low-to-moderate income
families and individuals in their member cities with access to low-cost, ultra-high speed broadband and
data services. Ultimately, they hope to achieve success in closing the broadband gap while ereating
sustainable jobs in the technology sector.

If granted this funding, the ECFC’s proposal would include the implementation of infrastructure,
computer centers, and on-going educational components. Offering this type of integrated approach to
broadband access would greatly assist in closing the broadband gap in underserved populations in seven
states, and it would allow for the creation of jobs that correspond to such work. ECFC’s project in
Kentucky would provide $390,885 for the Housing Authority of Providence to invest in construction
activities, computer centers and stations, training, and access to laptop technology. In addition, the
praject would allow for the creation of at least five to seven new jobs in year one and two jobs in the
years thereafter.

T am hopeful that you wili be able to give the Elauwit Community Enhancement Foundation’s
application your full consideration for funding. 1f I may be of assistance to you in this process, please do
not hesitate to contact my District Director, Michael Pape, at 270-885-8079 or at 1403 South Main Street,
Hopkinsville, KY 42240. Thank you for your time in reading this letter of support.

Sincerely,
Ed Whitfield
Member of Congress
EW:ch
FiRST FLOOR SUTEF Suirs 224 Room 104
1403 SouTH MAaN STREET 200 NoRTH Maiy 222 Piast STREET 100 FOUNTAIN AVENUE
HoriinswLLE, KY 42240 TompansvitLE, KY 421671548 HenDEASON, KY 42420 Papucan, KY 42003
{270) BBS-8079 {270} 487-9509 {270} 828-4180 (270} 442-6501
{800) 32B-5629 FAX: {270) 487-0019 FAX: {270} B28-6783 FAX: {270} 442-6806

FAX: {270) 885-8598
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ED WHITFIELD
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p COMMITTEE ON
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WASHINGTON DFFICE:
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Washington, BE 205151701
March 23, 2010

. Mr. Jonathan Adelstein, Ad
Rural Utilities Service, U.S. Department of Agriculture
1400 Independence Avenue, SW
Stop 1510, Room S135
Washington, D.C. 20250

Dear Mr. Adelstein:

{ am writing to give my full support to Norlight, Iric. and their application for ARRA Funds from the BIP
Program, Norlight proposes to bring high speed telecommunications infrastructure to many unserved and
underserved ities and resi in my Congressional District.

High speed telecommunications infrastructure in rural counties offers a future for economic growth and
Tecovery, and without this infrastructure, these communities will only decline in population and economic
prosperity. 1am pleased that this company is seeking the BIP Program funds for expanded and enhanced
telecommunications services and ask for your full consideration. Your agency has a long and proud history of
serving rural residents across this country and my constituents have been the recipients of many successful RUS
loans. It is my hope that this project will be another success story for RUS in Kentucky.

Norlight is a proven provider with more than 3,000 current subscribers and has created an application that
not only invests the company's own resource funds but has the confidence of local elected officials evidenced with
an additional $1.3 million dollar investmeat. Truly, this is a public/private partnership with great prospects for future
growth and expansion. An outstanding quality of this project is Norlight’s commitment to give back to the local
communities a percentage of the income earned for the development of a Broadband Adoption Project to encourage
and train for increased usage of this valuable economic tool.

1 am hopeful that you witl give this application your full consideration for funding. Thank you for your

time and assistance in this matter. {f I may be of further assistance, please do not hesitate to contact Sandy Simpson
in my Tompkinsville Office at 270-487-9509.

Sincerely,

Ed Whitfield

COMMERCE, THADE, AND
CONSUMER PROTECTION

Member of Congress
EW:ch
Finsr FLooR Suie F Burg 224 Roowm 104
1403 SouTH Maik STReet 200 NORTH MaN 222 Finst STREET 100 FountaN Avenue
HogxinsviLg, KY 42240 Tampignsvileg, KY 421671548 Heworeson, KY 42420 Paoucas, KY 32001
{270} BB5-8079 {270} 467-9508 1770) 8264180 {279} 442-5801
{800) 328-5629 FAX: {270} 442-6805

FAX: {270) B85-8598

FAX: (270) 487-0018 FAX: {273} 4266783
) PRINTED OGN RECYCLED PAPER
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WASHINGTON OFFICE:
506 CANNON HOUSE OFFICE BURLDING,
WASHINGTON, DG 20615

BILL CASSIDY, M.D.

STH DISTRICE, LOUISIANA
COMMITTEE ON AGRICLLTURE

SUBCOMMITTEE ON CONSERVATION,
CREDIT, ENERGY, AND RESEARCH

PHONE: {207, 225-3901
FAX: {22 225-7313

DISTRICT OFFICE:

y 5555 HILTON AVENUE. SUITE 100
BATON ROUGE. LA 70858

SUBCOMMITTEE DN RURAL DEVELOPMENT,
BIOTECHNOLOGY, SPECIALTY CROPS, AND
FOREIGN AGRICULTURE

oo (@ongress of the Wnited States

PHONE: 1225) 8232771

COMMITTEE ON FAX: {225} 929-7680
ELEMENTARY AND SECONDARY EDUCATION hrtpAcasaidy house.gov
vty W Foose of Representatiogs
COMMITTEE ON NATURAL RESOURCES 2
SUCONMTTEE o UL AP, AWaghington, BE 20515

DCEANS AND WILDLIFE

March 26, 2010

U. S. Department of Agriculture

Rural Utilities Services

Broadband Initiatives Program

1400 Independence Avenue SW - Stop 1599
Washington, DC 20250

Re: Broadband IP (Internet Provider)
Funding Source: U. S. Department of
Agricuiture Rural Utilities Services
Funding Request: Approximately $16M
Grant ID Number: 4883

Dear USDA/Rural Utilities Services:

1 am writing on behalf of the Broadband IP proposal entitled, Louisiana Delta Wireless
Broadband Initiative (LDWBI); submitted in Round 1I of the USDA’s Broadband
Initiatives Program (BIP).

The Delta Region — of which the Sixth Congressional District is represented by East
Feliciana, West Feliciana, and Pointe Coupee Parishes - serves to benefit significantly
from internet broadband services. The residents in these respective communities are
particularly underserved and such services are non-existent at this time. There is very
tittle industrial growth and development, presumably inhibited in part by the lack of this
critical component to access. Not only are existing businesses negatively impacted, but
the region’s educators and medical establishments lack viable internet accommodations,
as well.

1 fully support the efforts of Broadband IP as they seek external funding to support a
program designed to provide internet services to thousands of residents and businesses in
the delta parishes in Louisiana. Any programs that can facilitate such services to those
who would otherwise be without would be an overwhelming benefit to the communities
of the region.

I would appreciate the USDA/Rural Utilities Services giving every appropriate
consideration, to the LDWB/ proposal for Broadband Initiatives Program (BIP) grant
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April 7, 2010

Mr. David Villano

Assistant Administrator

U. 8. Department of Agriculture
Rural Utilities Service

1400 Independence Ave, SW
Room 5151-S

Washington, DC 20230

RE: Rural Community Broadeasting Sexvice — 501(C) 3
Funding Source: Department of Agriculture — Rural Utility
Services Program (BIP) ID-4450

Funding Amount: $14,954,000

Dear Mr. Villano:

Please consider this letter of support for funding of the Rural Community Broadcasting
Service (RCBS); representing a Tri-parish Collaboration of East Feliciana, West
Feliciana, and Pointe Coupee Parishes. It is their intent to obtain broadband funding
through the Department of Agriculture (BIP) for loan and grant access to facilitate
broadband deployment in remote, unserved rural areas. It is estimated that a minimum of
162 permanent jobs would be secured in these parishes, if this BIP grant is awarded.

The RCBS’s mission is to provide and support broadband technology advancement in the
rural tri-parish areas: East and West Felicianas, and Pointe Coupee in Central Louisiana,
For the BIP project, RCBS has formed a local Louisiana team under thé direction of
Rural Broadcasting Service and the oversight of RCBS Staff will complete and sustain
the completed project. Under RCBS as prime management contractor, their partners —
Cableworks, and Southern University, along with the executed Tri-Parish Cooperative
Agreement — provide all the support required for success of the BIP project. The Board of
Directors of RCBS has contractéd with BDepew Enterprises LLC, dba Rural
Broadcasting Service (RBS), a Louisiana broadband production provider for the tri-parish
areas, as its prime management contractor for daily operations. Under contract, BDepew
Enterprises LLC reports directly to the RCBS Chairman of the Board. The RCBS seeks
is to provide local public service digital television programming through RBS leased
cable charmels in the tri-parish area,- ’
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Washington, BE 20515-4402 SOENCE AND TECHNOLOGY
May 27, 2010
Mr. Jonathan Adelstein
Administrator
Rural Utilities Service
United States Department of Agriculture
1400 Independence Ave., SW
Washington, DC 20250-0747

Dear Administrator Adelstein:

As the Rural Utilities Service (RUS) reviews applications for the second round of the
Broadband Initiative Program (BIP), I am contacting you in support of the application
submitted by Qwest for the purpose of securing funds to deploy and upgrade high-speed
broadband service throughout Utah.

This grant would benefit the people living in rural communities across the country,
including many in Utah, who are in areas considered “unserved.” These areas ejther do
not have high-speed access to the Internet or it is available only at speeds that are
insufficient for the bandwidth-intensive applications essential for delivering programs
such as telemedicine, distance leamning, public safety and economic development that
will create and maintain jobs and improve the lives of my constituents.

The RUS grants encourage broadband development by off-setting the high cost of
deploying broadband to communities that remain unserved because they are located in
expansive, geographically diverse and sparsely populated regions that are difficult to
reach.

As you make your decisions, I would ask that you give due consideration to the Qwest

application,
Siny ly, o
MATHESON
Member of Congress
WASHNOTON OFFICE: . SALTLARK OFFLCE: . SOUTHERN LITAH OFFICE: EASTERM LITAH DEAICE:
1323 LONOWORTH House OFFICE BUILOING 240 EAST MORRIS AVERUE {2430 SouTw) #235 A21 Noams MavL DRIVE KETDT8 120 EAST MAIN STREET
'WASHINGTON, DC 205154402 SOUTH SaLT Laxe, UT B4115 $amT Geonae, UT 84750 Price, UT 84501

PHONE: (202} 225-3011 PHONE: {801} 488-1236 PHONS; [435) 6270880 Puone: {435) 636-3722

Fax: {202) 225-5638 Fax: (B01) 4851417 Fax: {435} 6271473 FAX; (435} 613-1834

PAINTED OM RECYCLEQPAPER , |



208

Congress of the United States
ashington, BE 20515

October 7, 2009

The Honorable Thomas J. Vilsack
United States Department of Agriculture
Office of the Secretary

1400 Independence Ave SW
Washington, D.C. 20250-0002

Dear Secretary Vilsack:

We are writing in support of the broadband BTOP and BIP applications submitted
by Communications Infrastructure Group, LLC (CIG).

CIG’s Georgia Rural Connection will provide service to 35 of Georgia’s most
economically challenged counties. The project’s 85 cell towers will create significan:
improvement in the delivery of healthcare, public safety, local government, and
educational services. It will provide high-speed wireless broadband access to
schools, hospitals, local fire and police departments, local governments, and
thousands of rural Georgians, and it can serve as a model of the success for the
BTOP and BIP programs.

Additionally, CIG estimates that each tower it builds will create or sustain more
than 50 jobs, and the expanded broadband access in the area will help create and
attract professional service jobs in real estate, arts and entertainment, and
environmental services.

CIG is a developer of multi-provider communications infrastructure focused on
telecommunications tower desxgn construction, acquisition, and management
throughout the Southeast. It is partiering with WFI, an experienced network
infrastructure design, deployment, maintenance, and program management service
provider. Their combined abilities will help ensure the project’s success.

Again, we support these'applications and urge you to look favorably upon them
because they will significantly benefit rural Georgians. Thank you in advance for
your favorable consideration.

Very truly yours,

A Wk ] DR T
ep im Marhsall Red, John Bafrow

PRINTED ON RECYCLED PAPER
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Congtess of the nited States
1Bouge of Representatives
THashington, AL 20515-1319

March 30, 2010

Mr. Jonathan S. Adelstein, Administrator
U.S. Department of Agriculture

Broadband Initiatives Program

1400 Independence Avenue, SW, Stop 1599
Washington, DC 20250-1599

Dear Mr. Adelstein:

1217} 492-5080

; Q/ 240 ReGENCY CENTRE

CoLuNsviLLE, fL 62234
{618] 344-3065

221 EAST BROADWAY, SUITE 102
CentRALIA, IL 52801
{618} 532-9676

CTe7v Havt, Room 12
110 EAST LocusT
HARRISBUAG, 1L 62946
(618} 262-8271

120 SouTH Fam Strest
OLNEY, iL 62450
(818} 332-7737

wwiv house. gavishimius

I am writing in support of Shawnee Telephone Company, who is secking a Broadband
Initiatives Program (BIP) grant. Shawnee Telephone Company would use the grant to extend
broadband service to parts of southern Illinois that are greatly unserved and underserved.

Shawnee Telephone Company serves an area of [ilinois that is highly poor, with
unemployment rates typicelly greater than the federal unemployment rate, and has some of the
lowest income levels in Illinois. A BIP grant to extend broadband service would help this poor,
underserved area become highly productive.

Please give this application for funding full and fair consideration. It will certainly be
money put to good use. If you have any questions or need further information, please contact my
Projects Director Rodney Davis at 217-492-5090 or via email at rodney.davis@mail house.gov.
Thank you in advance for your consideration.

JMS: cint]

Sincerely,

HIMKUS
ember of Congress

PRINTED ON RECYCLED FAPER
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120 SouTw Fam STREET
Ouney, IL 62450
{618} 392-7737

www house.govishimkus
Mr. David Villano
USDA-Rural Utilities Service
1400 Independence Ave SW Stop 1599
Washington, DC 20250-1599

Dear Mr. Villano:

I would like to take this opportunity to offer my support of International Broadband Electric
Communications, Inc. (IBEC) application to provide advanced broadband service to my
constituents in Southeastern Illinois.

High speed intemet access will give the peaple of Southeastern Illinois that may open a
region wide door to economic activity and job creation. New investments in digital infrastructure
will bring more people online, which will lead to innovative new applications and technologies that
could create an untold number of jobs in a part of Illinois that sorely needs them.

It is my hope that this application for funding is given full and fair consideration. If you
need additional information or have further questions, please contact Rodney Davis in my
Springfield office at 217-492-5090 or at rodney.davis@mail.house.gov. Thank you in advance for
your consideration.

Sincerely,

HIMKUS
viember of Congress

IMS:rd
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Mr. David Villano

USDA-Rural Utilities Service

1400 Independence Ave SW Stop 1599
Washington, DC 20250-1599

Dear Mr. Villano:

3130 CratHAM Roao, Suite C
SPRINGFRIELD, IL 62704
(217) 4825090

240 Regency CENTRE
Cotunsvie, iL 62234
{618} 344-2065

221 EAST BROADWAY, SuiTe 102
CenTraua, IL 62801
(618} 532-9€76

Cery Hatt, Room 12
110 EasT LocusT
HapmisauRg, (L 62946
{618} 262-8271

120 SouTH Far STREET
OuNev, IL 82450
{618} 392-7737

wnwhouse govishimius

I would like to take this opportunity to offer my support of International Broadband Electric
Communications, Inc. (IBEC) application to provide advanced broadband service to my

constituents in Southeastern lilinois.

High speed internet access will give the people of Southeastern Illinois that may open a
region wide door to economic activity and job creation. New investments in digital infrastructure
will bring more people online, which will lead to innovative new applications and technologies that

could ereate an untold number of jobs in a part of Illinois that sorely needs them.

It is my hope that this application for funding is given full and fair consideration. If you
need additional information or have further questions, please contact Rodney Davis in my
Springfield office at 217-492-5090 or at rodney.davis@mail.house.gov. Thank you in advance for

your eonsideration.

Sincerely, -

HIMKUS
ember of Congress

IMS:rd
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Mr. David Villano

USDA-Rural Utilities Service

1400 Independence Ave SW Stop 1599
Washington, DC 20250

Dear Mr. Viilano:

1 would like to take this opportlﬁlity to offer my support of NewWave Communication’s
application to provide advanced broadband service to my constituents in Newton, Iilinois.

High speed internet access will give the people of Newton opportunities that may open 8
region wide door to economic activity and job creation, New investments in digital infrastructure
will bring more people online, which will lead to innovative new applications and technologies that
could create an untold number of jobs in a part of Illinois that sorely needs them.

It is my hope that this application for funding is given full and fair consideration. If you
need additional information or have further questions, please contact Rodney Davis in my
Springfield office at 217-492-5090 or at rodney.davis@mail.house.gov. Thank you in advance for
your consideration,

Sincerely,

HIMKUS
ember of Congress
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Mr. Jonathan Adelstein (,/] z,, < Voot 111 834 3400

Administrator

Rural Utilities Service

United States Department of Agricuiture

1400 Independence Ave., SW

Washington, DC 20250-0747

Dear Mr, Adelstein:

1 am writing in support of application submitted by Qwest to the Rural Utilities Service for the secend
round of the Broadband Initiative Program (BIP) for its Oregon broadband deployment project, part of
Qwest’s larger network proposal to bring or upgrade broadband services to rural communities
throughout the West and Midwest. )

Tt is my understanding that Qwest plans to invest nearly $7 miltion in Oregon’s 2™ Congressional
District of the §59.1 million it has budgeted to implement the Oregon portion of the network. Accerding
to Qwest, this investment would provide for new or upgraded broadband serviee in at least twenty
communities across southern, central, and eastern Oregon. Currently, these areas either do not have:
high-speed access to the Internet or it is available only at speeds that are insufficient for the bandwidth-
intensive applications essential for delivering programs such as telemedicine, distance leaming, puklic
safety and economic development that will create and maintain jobs and improve the lives of my

constifuents.

Qwest has a proven history of providing communications services to the people of Oregon that dates
back more than ]00 years. As I undevstand it, Qwest has the “shovel-ready™ resources and labor force
necessary deploying the network quickly, bringing broadband to the residents of my district and
allowing them to bridge the digital divide and seek new apportunities for the 21 century.

T appreciate your consideration and support of Qwest’s BIF application. If yon have any questions,
please do not hesitate to contact me at my Medford district office.

Sincerely,

WO Qoo

GREG WALDEN
Member of Congress

GCWhf
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MARSHA BLACKBURN - - _ WASHINGTOM OFFICE:
7+ NS TRICT, TENNESSER 217 CanNON House Ofrce Bunoing
WASHINGTON, DC 20575
DEPUTY WHIP TeLEPHONE: {202} 226-2811
.
DISTRICT QFFICES: .
—— Congress of the WUnited States
ENERGY AND COMMERCE . uiTe 1
* BHouse of Repregentatibes ettt o B
Wlashingtan, BE 20515-4207 R

. Sume 117
/ é / (7 Frankun, TN 37064
? Teuernons: {615) 591-5161
1850 Mimornas Drwve

Cuanrsvine, TN 37043
TergProne: (931} 603-0391

November 2, 2009

Mr. Jonathan Adelstein, Administrator
United States Department of Agriculture
Rural Development — Rural Utilities Service
1400 Independence Ave., S.W.

Washington, D.C. 20250-0747

Dear Mr, Adelstein,

I am writing this letter of support on behalf of NTCH — Clear Talk Wireless® grant
application to the Rural Utilities Service Broadband Initiatives Program (BIP).

NTCH - ClearTalk Wireless has applied for funding to implement “shovel ready” plans
for a wireless broadband network to serve portions of West, Southwest, and Middle
Tennessee which includes most of Tennessee’s Seventh Congressional District. Since
their delivery model involves wireless implementation vs. cable installation, we
anticipate broadband access to be rapid. Their plan also incorporates the network to serve
as a back-up communication system to support local communication systems and first
responders in case of emergency.

I respectfully request your full consideration of NTCH - Clear Talk Wireless” grant
application. Thank you for your attention of this matter.

Sincerely,

Ao st brn

Marsha Blackburn
Member of Congress
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COMMITTEE ON
ENERGY AND COMMERCE

SuBCOMMITTEE ON HEALTH

COMMITTEE ON
HOMELAND SECURITY

SuUBCORMITTEE O
INTELLIGENCE, INFORMATION SHARING

& TERRORISM RISK ASSESSMENT SUBCOMMTIZE ON

ENERGY AND ENVIRONMENT

i - NEW DEMOCRAT COALITION
Gromm, CoonTEmEReOREM CONGRESSWOMAN JANE HARMAN
BLUE DOG COALITION 36TH DISTRICT, CALIFORNIA
CONGRESSIONAL
SPACE POWER CALCUS September 8, 2009
CO-CHAIR

Broadband Technology Opportunities Program

Nationa) Telecommunications and Information Administration
U.S. Department of Commerce

HCHB, Room 4812

1401 Constitution Avenue, NW

Washington, DC 20230

Broadband Initiatives Program

Rural Utilities Service

U.S. Department of Agriculture

1400 Independence Avenue, SW, Stop 1599
Washington, DC 20250

Dear Grant Committee:

1 am writing to express my support for the National Medical Wireless Broadband Alliance’s
(NMWBA) application for & grant through the Broadband Technology Opportunities Program
(BTOP) set forth in the American Recovery and Reinvestment Act (ARRA) of 2009.

The funding sought by NMWBA will advance public safety by insuring “everywhere,
anytime” fire and police radio ability, make emergency response team's radios fully functional within
hospitals and assist facilities in meeting federal wireless broadband technology requirements. Over 60
hospitals in California, including one in my district, will be able to implement a wireless
infrastructure to extend information and communication systems and telehealth/telemedicine
capabilities. In addition, the acceleration of innovative, proven health information technologies will
promote job creation in both the heaithcare and IT industries.

1n order to promote public safety, better heath care and economic growth, I stronply urge yon
to consider the National Medical Wireless Broadband Alliance’s grant application.

Repgards,
JANE HARMAN
Member of Congress
ResponD TO
K4 Sequiipg: Wagnmeran, DC: WILMIHGTON:
O 2321 RoSEcRANS AVENUE [1 2400 RavBusn House OFficE Buiomwe [7 544 NOATH AvVALOKN BOULEVARD
Suite 3270 WASHINGTON, DC 20815 Suite 307
Et SeGUNDG, CA 90245 Pranz: {202) 225-8220 WiiMINGTON, CA 80744
PHONE: {310} 643-3638 Fax: (202} 226-7290 ProNE: {310} 549-8282
Fax: {310} 643-6445 Fax: {310} 549-8250

Website: www.house,goviharman
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JOHN D. DINGELL

15TH DISTRICT, MICHIGAN

CHAIRMAN EMERITUS

W55 A4

WASHINGTON OFFICE:
ROCM 2378
HAYBUAN HOUSE OFFICE BULDING
WASHINGTON, DG 20515-2215

» 1202) 225-407¢
Congress of the Wnited States N
CO-CHAR . 19855 WEST QUTER DRIVE
Rouse of Representatioes A
TASK FORCE - ) 13131 278-2936
MEMBER mﬂﬁhlﬂﬁmﬂ, Ba 20515-2215. 23 EAST FRONT STREET
MIGRATOHRY BI9D SUNE 103
CONSERVATION COMMISSION Scp‘tember 30' 2009 M?,’:?:$::;m
301 WEST MICHIGAN AVENUE
Mr. David 1. Villano Rt
Assistant Administrator
US Department of Agriculture
Office of Rural Development, Telecommunications Program
USDA STOP 1590

1400 Independence Ave., SW, Room 5151
Washington, DC 20250-1590

Dear Assistant Administrator Villano:

1 write to ask that you give your full consideration to the grant application offered by Wireless
Washtenaw. This grant application (#1396), entitled “Broadband Initiatives Program and Broadband
Technology Opportunities ngmm” was submitted on August 20%, 2009 and would provide §4.2
million for the project.

The Wireless Washtenaw project is an innovative program designed to facilitate the deployment
of high speed intemet access for Washtenaw County in both suburban and rural settings. Wireless
Washtenaw already provides theses vital services to nearly 550 residents within the county. The funding
from this grant would allow Wireless Washtenaw to address the digital divide by deploying broadband
to unserved and underserved areas within the Washtenaw County community. Additionally, this
technology will soon serve approximately 6,800 new residential broadband subscribers and 421
businesses. This wilt directly create ot save 30 jobs and could indirectly grow as many as 200 more. In
addition to these economic benefits, the project will service 96 community anchor institutions, including
the educational institutions, fire and police stations, local governments and health facilities.

The project offered by Wireless Washtenaw is a very unique and innovative opportunity to
provide-the vital resourcs of conniectivity. I ask that you fufly consider their grant application because of
the many benefits that could be derived from the successful completion of this project. If you have any
questions or need any further information, please do not hesitate to contact me or my staff member,
Andrew LaBarre, at (313) 278-2936

With every good wish,

John D. Dingell
Member of Congress

THIS MAILING WAS PREPARED, PUBLISMED, AND MAILED AT TAXPAYER EXFENSE
THIS STATIONERY PRINTED ON PAPER MADE OF RECYCLED FIBERS
G
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BRIAN P. BILBRAY COMMITTEE ON OVERSIGHT

AND GOVERNMENT REFORM
5UTH DISTRCT, CALFORNIA

2348 Ravaurn House OFRICE BULDING COMMITTEE ON SCIENCE
i FeicE AND TECHNOLOGY
WasnsTon, DC 20618 f 'l . 't N ates noreey

(202} 226-0508 (II h 1& h %i t COMMITTEE OX
FAX {202} 225-2558 nngrg HE 1 e e VETERANS’ AFFAIRS
s65 St e 3107 Tiouge of Representatives HOUSE RERURLIAN
; - POLICY COMMITTEE
Sauana BEacH, CA 82076 . = e
1858) 350-1180 Wuﬂhmgmm BE 205150554 IMIMIGRATION REFOFIM
PAX (358} 350-0750 CAUCUS, CRAIRMAN

Jib 2 2

June 23, 2010

The Honorable Lawrence E. Strickling & K
Assistant Secretary for Gommunications and Information 'éggggl T%FFIG%{ O 2 SO

‘National Telecommunications and Information Agency i

U.S. Department.of Commerce S

Herbert C: Hoover Building (HCHB) )

1401 Constitution Avenue, N.W. SUSPENSE DATE_«WQ{Q

Washington, D.C; 20230 _ REMARKS )

CONTROL# __ 40\Q

Dear Assistant Secretary Strickling:

Tt is with pleasure that I write to express my support for the two proposals submitted by the
Califomnia Bmerging Technology Fund (CETF) to the National Telecommunications and
Information Agency (NTIA) for the Broadband Technology Opportunities Program (BTOP).
The proposals are: :

o Digital Literacy for All
e Access to Careers and Technology

CETF provides leadership in California to close the Digital Divide by accelerating the
deployment and adoption of broadband to unserved and underserved communities inn ways that
make the state more competitive. As a “Round 1” recipient of BTOP funding, CETF has proven
to be a valued and trusted partrer with NTIA and will be a key ally to mest the goals of the
National Broadband Plan and close the Digital Divide in America. Funding CETF in “Round 2”
and the 25 partners ineluded in their two proposals is an important milestone toward this goal. In
total, the two projects will provide digital literacy trajning for 65,526 low-income individuals,
enable 17,614 low-income households to subscribe to broadband and result in 2,918 jobs filled,
created, and retained. .

CETF’s 25 partners represent a cross section of community-based organizations, Native
Americans, job training centers, youth leadership and media. They in turn will engage 28 anchor
institutions as training sites and broadband access points including the San Diego Futures
Foundation in my district. They will be working not as individuals but as a team — organized as
a learning community to support each other and meet the overall goals of jobs, training and
broadband adoption. CETF has the track record to ensure this will occur in a responsible and
cost-effective manner and will serve as a model to the nation.

PHINTED OK RECYCLED PAPER
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I respectfully request that the two proposals submitted by CETF receive full and fair
consideration. If you have any questions, please contact Brian Jones in my district office at (858)

350-1150 or via email at brian.jones@mail house.gov.

Sincerely,

Brian P. Bilbray

Member of Congress

BPB:bej
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sone: ) . WW e N s
ENERGY AND AR guaury JGAN HOME OFFICES:
Raniann REPUBLICAN MaMBER 167 SuUTH Katamazoo Mace
TELECOMMUNICATIONS Congress of the WUnited States Surre 180
AND THE INTERNET KAL?;;.;}zggé_MoL g:ou?
Thouse of Repregentatines Fax: (269) 385-2488
0 800 Cenne, Siure 106

BOO SHIP STHEET
5. Joserw, M 49085
August 8, 2009 (269) 9B2-1385

Fax: {269) 982-0237

www.house.gov/upton
E-Mauw: teflupton@maiihoues.gov

Mr. Anthony Wilhelm, Deputy Associate Administrator

U.S. Department of Commerce - NTIA AUG 19 2009
Infrastructure Division, Office of Telecommunications & Information Applications

1401 Constitution Avenue, NW

Washington, DC 20230

" Dear Mr. Wilhelm,

As amember of the U.S. House of Representatives serving the 6™ District of Michigan, please
accept this letter of support for Information Systems Intelligence, LLC’s (“ISI”") broadband
adoption proposal under the American Recovery and Reinvestment Act of 2009 (RIN 0660-
ZA28) and my request that you provide all due consideration. Specifically, IS is secking
funding under the Sustainable Broadband Adoption fands provided by the NTIA to provide
Internet access to an estimated 8500 disadvantaged households in the state of Michigan, many of
which would be in the 6™ District. ISI’s program would provide the infrastructare cquipment,
laptop computers, training services, technical suppott, monitoring and management necessary to-
ensure reliable access to local governmaent, educational, healthcare, and public services by )
economically-disadvantaged individuals and families. ISI would make links available via a
customized portal that will be provided to each community. It is my understanding that ISI’s
proposal has sparked interest from a variety of local housing commissions and other entities
whose residents and clients would benefit from this program.

Again, it is my hopc that you will give Information Systems Intelligence, LLC’s broadband
adoption proposal all due consideration. Should you have any questions or require additional
information, please do not hesitate to contact Mr. Ed Sackley in my Kalamazoo District Office,
(269) 385-0039. Until-then, I remain

Very truly yours, :
ACTION OFFICE
COPIES TO _

Fred Upton — s

Member of CongxessSUSPENSE—DATE
e REMARKS_
' R CONTROL# _JORT
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JOHN M. SHIMKUS

197 DISTRICT, HLUINOIS

{217} 482-5090
2452 R, H O e B B g 240 REGENCY CENTRE
Westaror, DG 20515 Congtess of the nited States Contisuae, 1L 62234
(202) 225-5271 . ey . ) 308
— BHouse of Wepresentatives 221 East Brooway,Sorre 102
Wiashingter, BE 20515-1319 CentaaLs, IL 62801
& . . 16181 532-9676
ENERGY AND COMMERCE aghingten, 15 : ) &
COMMITTH City Hatt, Room 12
SUBCOMPMITTEES: . 110 EAST LocusT
ENERGY AND ENVIRONMENT - HasmisgURG, IL B2946
HEALTH

. * {818} 252-8271
4 March 5, 2010
TELEgg:\VA‘SSS;E:RgngNn 120 Sours Faw STREET
% i ' Otwer, L 62450
THE INTERNET Qe I 62488

viww house govishimkus

Secretary Gary F. Locke

Department of Commerce ~ . ]

Fourteenth Street and Constitution Ave., NW wat' : {/[ l G Gf)

Washington, DC.20230-0001 ' ’ l h

Dear Secretary Locke: HMF oo obtea [ w0y Drshid”
T am writing in support of public servite providers in Alton, Godfrey, Fosterburg, and

Terseyville, Tilinois, that are collectively seeking a grant from the Broadband Technology and
Opportunities Program. These providers are Hayner Public Library District, Lewis and Clark
Community College, St. Anthony’s Hospital, IMPACT, Senior Services Plus, the Alton School.
District, the Jerseyville Public Library, and Madison County Employment and Training.

The area in which these providers serve has a 12% unemployment rate. With this grant,
these providers could expand educational opportunities; assist hospital patients, patients’ families,
and nurses; improve services for the disabled; empower the elderly to use technology; offer job
training and re-training; help displaced workers in the area; and establish additional libraries.

Please give this application for ﬁlhai;ig full and fair consideration. It will certainly be
money put to good use. If you havé any questions or need further information, please contact my
Projects Director Rodney Davis at 217-492-5090 or via cmail at rodney.davis@mail house.gov.
Thank you in advance for your consideration.

‘Sincerely;

~

erﬁber of Congress

3
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Mr. Anthony Wilhelm

Dep. Assoc. Admin.

US Dept. of Commerce-NTIA
Herbert Hoover Bldg-Room 4898
Washington, DC 20230-0001

Dear Mr. Wilhelm:

I would like to take this opportunity to offer my support of the City of Highland’s
application to provide advanced broadband service and integrated fiber connectivity to my
constituents in and around the Highland area through your Broadband Initiatives Program (BIF);
Broadband Technology Opportunities Program (BTOP).

Complete broadband access will give the people of Highland opportunities that may open a
region wide door to economic activity and job creation. If funded, this state of the art investment in
digital infrastrueture that is coupled with Highland’s municipal electric system could bring us the
true integrated technological advances we ask that our communities to strive for, but are unahle to
achieve since they are at the mercy of corpanies only looking for very densely populated areas. .

1t is my hope that this application for funding is given full and fair consideration. If you
need additional information or have further questions, please contact Rodney Davis in my
Springfield office at 217-492-5090 or at rodney.davis@mail house.gov. Thank you in advance for
your consideration, EMAIL.BEGINHIDE. MERGE

Sincerely,

IMS:rd : ' : ;

. e
SUSPENSE DATE Y4/ LA

REMARKS
CONTROL# _\\ 0

ember of Congrcssv ACTION OFFICE
, COPIES TO: %‘l)%tv et

PAINTED QN RECYCLER PAPER



MiE ROGERS

3n0 DisTRICT, ALATAMA

324 CAnnON HoUSE DFFCE BULOING
WashinaTon, DC 20515-0103
Puants (202) 225-3261
Fax: {202 228-8485

www.house.gov/mike-rogers

October 2, 2009

Broadband Technology Opportunities Program
National Telecommunications and Information Administration
U.S. Depurtment of Comineree
1401 Constitution Avenue, Nw .
‘Waahmgton, D, C 202"0 )

RE:

LETTER OF SUPPDRT

“To thm_l_t May Concern

Congress of the United States
Houge of Representatives
WWaghington, DE 20515-0103

HOMELAND SECURITY COMMITTEE
EMERGENCY COMMUNICATIONS,
PREPAREONESS, AND NESPONST

RANKING MEMBER
Boangs, MARITIME AND GLOBAL
COUNTERTERRORISM

ARMED SERVICES COMNITTEE
READINESS
OVEASHGHT AND INVESTIGATIONE
Stateaic Forces
AGRICULTURE COMMITTEE
CoNSERVATION, CReIT, ENERGY, AND RESEARCH
LivesTock, DAIRY, AND PouLTsY

0cT 7 2009

1 enthusiastioaily endorse the grant application for the Broadband Technology Opportunities
Program submitted by the City of Montgomery Public Library, If awarded, this funding will

enable the Library to expand public access computing resources, which will change the Rosa L.

Parks Avenue Branch Library into a neighborhood resource center,

- Trespectfully request that you give this grant application your most thoughtful and serious
considetation,

Thank you for your time and attention to this matter,

Sincerely,
A g
Mikr; Rogers
Member of Congress
MR: Id
cc:  Mayor Todd Strange ACTION OFF r’C’E i
City of Montgomery COPIES TOZOWN S
PO Box 1111

Montgemery, AL 36101-1111

1129 Nome STREsT

PHoNE; (266} Z35-5655
Fax; (266} 237-5208

1818 PEPPERELL PARKWAY

- OrELn, ALAGAMA 36801
- * PHoNE; (334} 7458221
Fax: (334} 742-0109

) gUﬁIPENSE DATE lf) lg Y2009

CONTROL# 110 :

7560 HALGYON SuMiiT Drave.
MONIGOMERY, ALARAMA 36117
PrONE: {234} 2174210
Fax: (334} 2774257
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Jonathan Adelstein, Director
Rural Utilities Service
U.S, Department of Agriculfure

Dear Director Adelstein:

T'would like to express my support for Great Plains Communications, Inc.’s application
for a broadband stimutus funding grant, under the American Reinvestment and Recovery Act.
Providing access to broadband is a critical component of economic development, and this is
especially true in rural Nebraska. For many years we have been capably served by Great Plains
Communications, due to their commitment to smati-town Nebraska and their adherence to rural
values as a family-owned telecommunications provider. Farmers and ranchers outside of Great
Plains’ communities have had some access to broadbdnd to a greater extent than other Nebraska
communities thanks to their dedication, but there is still a tremendous need to bring broadband
and advaneed broadband capabilities to every consumer in the area,

This high level of broadband delivery can be accomplished by Great Plains
Communications with this grant. For consumers many miles from the city limits, this application
represents an opportunity to finally realize broadband options they’ve only dreamt of, It is also
rewarding to see a local telecommunications company commit the financial and human resources
to make this successful because they have demonstrated their commitment to our communities
over the last 100 years,

Citizens, both within the community boundaries and those living miles outside those
borders, are entitled to the latest technology in an effort to access alf the advantages that
broadband can bring. 1 firmly endorse Great Plains Communications’ commitment to making
that possible, and I urge you to give full consideration to their application.

T understand that Great Plains is standing ready to begin hiring employees to deploy the
needed infrastructure and to make the investment that will lead to immediate and to future job
creation, which the local community and region are counting on.

Thank you for your consideration of their aﬁpﬁgaﬁpn and as always please contact me if
_ you wish to further discuss their company or any other matter.

Member of Congress
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Mr. Jonathan Adelstein, Administrator
Rural Utility Service
U.S. Department of Agricniture

Dear Administrator Adelstein:

As you are aware, the American Recovery and Reinvestment Act included
funding to encourage the extension of broadband services to unserved and underserved
populations throughout the country. Recognizing that such areas are prevalent in rural
Nebraska, Pinpoint Communications has applied for funds under both the Broadband
Initiatives Program (CFDA 10.787) and the Broadband Technology Oppommities
Program (CFDA 11.557). I support lhese applications and would like to thank you in
advance for considering them.

Pinpoint’s “Last Mile” proposal (application ID 1927) will deliver WiMax
connectivity to many rural Nebraska communities including Arapahoe, Bartley and
Beaver City just to name a few. The system that they have proposed will be capable of
delivering up to 2 mbps to underserved and unserved areas cutrently unable to enjoy the
economic development, education and employment opportunitics made available by
access to broadband service.

Their “Middie Mile proposal (application ID 1217) will extend high capacity, fow
cost, wholesale services to other rural Nebraska communities including Harrisburg,
Angora, Alliance and Chadron just to name a few. When constructed, the Northern
Nebraska Loop project will provide next-generation broadband services to local
telephone companies, wireless telecommunications companies, cable television and
Internet service providers at rates considerably lower than those currently available in
those areas. 75% of the communities to be served by the Northem Nebraska Loop project
qualify as rural, underserved or unserved areas as outlined in the Notice of Funds
Available,

Again, I'd like to thank you in advance for your consideration of these projects
and please feel free to contact me if I can be of any assistance.

Sincerely,

e /

Lee Te
Member angress
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March 22, 2010

The Honorable Jonathan Adelstein
Administrator

Rural Utilities Service

U.S. Department of Agriculture
1400 Independence Avenue, Sw -
Stop 1510, Room 5135

Washington, DC 20250-0002

Dear Administrator Adelstein:

[ am writing to you in support of the application submitted by Norlight, Inc., a wircless
telecommunications provider, for funding assistance through the ARRA Funds from the BIP
Program. Because the Norlight project will extend into my district and benefit my constituents,
1 am extremely interested in their efforts.

According to the information I have received, high speed telecommunications infrastructure in
rural counties offers a future for economic growth and recovery, and without this infrastructure,
these communities will only decline in population and economic prosperity. Your agency has a
long and proud history of serving rural residents across this country and my constituents have
been the recipients of many successful RUS loans. It is my hope that this project will be anather
success story for RUS in Kentucky. :

1 am asking for your full and fair consideration, wilbin applicable laws and regulations, of this
request. If I can provide you with any additional information, please contact Brian Smith, my
Director of Economic Development at 270-438-6599 or brian.smith2{@mail.house.pov. You
may forward your reply to my Hardin County office located at 411 W. Lincoln Trail Boulevard,
Radelift, Kentucky, 40106. Thank you in advance for your kind assistance.

ngerely,
" BRETT GUTHRIE *
Member of Congress
BGds
1201 CENTER STREET, 50078 200 510 CANNON HOUSE OFFICE BUILEING
BOWING GREEN, KENTICKY 42108 R WASRGTON, 58 10575

www,gusthiie.hous8.gov Top-226-501
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BRETT GUTHRIE

SECOMD VISTRICT, KENTUCKY

ASSISTANT WRIP

COMMITTEE ON
EDUCATION AND LABOR
SUBCOMMITTEES:

RANKING MEMBER, HIGHER EDUCATION, LIFELONG
LEARNING AND COMPETITIVENESS

MMITTES OGN

SUBCOMMITTEES:
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The Honorable Jonathan Adelstein

Administrator

Rural Utilities Service

U.S. Department of Agriculture

1400 Independence Avenue, Sw -
Stop 1510, Room 5135

Washington, DC 20250-0002

Dear Administrator Adelstein:

T am writing to you in support of the application submitted by US Digital Online for funding
assistance through the Rural Utilities Service Broadband Initiatives Program. Because US
Digital Online is in my district and serves my constttuents I am extremely interested in their
efforts.

According to the information I have received, high speed telecommunications infrastructure in
rural counties offers a future for economic growth and recovery, and without this infrastructure,
these communities will only decline in population and economic prosperity. The proposed
project will service public agencies, the school systein, and other community businesses as well
as create new jobs in the community. Your agency has a long and proud history of serving rural
residents across this country and my constituents have been the recipients of many successful
RUS loans. It is my hope that this project will be another success story for RUS in Kentucky.

Y am asking’for your full and fair consideration, within applicable laws and regulations, of this
request. If I can provide you with any additional information, please contact Brian Smith, my
Director of Economic Development at 270-438-6599 or brian.smith?@mail.honse.gov. You

may forward your reply to my Hardin County office located at 411 W. Lincoln Trail Boutevard,
Radcliff, Kentucky, 40106, Thank you in advance for your kind assistance.

" Sincerely,

Q | Pj p .
STT GUTHRIE gy R

Member of Congress

BG/ke

1001 CENTER STREET, SUITE 300 510 CausaN HOUSE OrEicE aunonG

BOWUING GREEN, K
79-84;

ENTULKY 42900 WASHING DN
. www.guthrie house.gov P



245

April 10, 2009

Lanty E. Sevier, CEO
Rural Telephone
PO Box 158
Lenora, KS 67645

Dear Mr. Sevier,

This letter is in support of Rural Telephone and Nex-Tech’s broadband expansion
proposals in northwest Kansas.

I operate First National Bank in Hays, Kansas as well as Sarrada Farms in Logan,
Kansas. To do this in today’s wotld and be competitive, high speed broadband
communications is a necessity.

During a typical day I may hedge commodities using an online account that is heavily
dependent on data to create graphs and make other computations. I may download a 100
MB file to update my GPS guidance software on a tractor or combine Iusually set up a
VPN to log on to the bank and get management reports or duplicate my office when I am
on the farm. 1 look at GIS data.and maps for the farm I search for farm equipment on
sale using tractorhouse com or similar sites. I look for parts on the very graphic intensive
John Deere or CaseIH parts manuals- The farmhouse is monitored using IR and visible
light cameras when am away from the farmhouse. All of this data is very bandwidth
intensive Many days I transfer more than 1,000 MB of information.

If a farmer or businessman is unable to do all of these things he is at a competitive
disadvantage to other farmers or businessmen that compete with him and who can do

these things.

The area of northwest Kansas served by Rural and Tex-Tech is suffering
demographically from population loss. This is caused by technology that allows one
person to manage more land. However, is also because northwest Kansas is
disadvantaged due to transportation costs Information is a good that can be transported.
Low cost high speed transmission of information will allow the residents of northwest
Kansas to at least compete in high value jobs that use knowledge rather than the physical
shipment of products.

HAYS - 1100 Fort Street, Hays, Kansas 67601 - Phone 785/628-2400 - Fax 785/628-2476
THE MALL, 2918 Vine Street, Hays, Kansas 67601 - Phone 785/628-1800 - Fax 785/628-0573
PLAINVILLE - 113 W. Mill Street, Plainville, Kansas 67665 - Phone 785/434-2809 - Fax 785/434-2815
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Software programmers, accountants, attorneys and other professionals have been looking
at the lifestyle of northwest Kansas and many want to come home. High speed broadband
may allow then to do that.

Sincerely,

Alan E States, President

First National Bank
1100 Fort Street

Hays, Kansas

Sarrada Farms
2501 Ash Street
Hays, Kansas

Sarrada Farms
921 Main Street
Logan, Kansas
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ELLIS COUNTY COMMISSION

1204 FORT STREET
P.O. BOX 720

PHONE 785-628-9410 HAYS, KANSAS 67601 FAX 785-628-9413

COMMISSIONER F*" DISTRICT COMMISSIONER 2™ DISTRICT COMMISSIONER 3% DISTRICT

PERRY S. HENMAN, ELLIS GLENN D. DIEHL, HAYS VERNON L. BERENS, VICTORIA
PHONE 785-726-5768 PHONE 785-625-7106 PHONE 785-735-9364

April 13, 2009

Larry E Sevier, CEO
Rural Telephone

P O Box 158
Lenora, KS 67645

Dear Mr. Sevier:

This letter is in support of Rural Telephone and Nex-Tech’s broadband expansion proposals in
northwest Kansas. Rural Telephone and Nex-Tech have invested millions of dollars in Fiber-
To-The-Premise infrastructure in previously un-served and underserved communities in the
region. This investment has helped create jobs and economic opportunity for small businesses
and entrepreneurs. Many rural areas do not have viable alternatives for receiving broadband
service, in an age where this void places them, their families and their businesses at a distinct
economic, educational and cultural disadvantage.

The tremendous benefits received from the Fiber-To-The-Premise include Interactive Distance
Learning, Telemedicine, Telecommuting, Videoconferencing, Online Banking, E-Business,
Ability to Expand Marketplace, Web Page Management, Current Weather Information, Home
and Business Security, Ability to Attend Live Auctions via Internet, Ability to Send Pictures and
Video Chps to Customers Quickly, Commodity Investment Trading, Staff Training via
Webinars, Online Supply Ordering, etc.

There is a tremendous need for broadband in the rural areas and other less fortunate communities
in western Kansas, many of whom will rely on broadband in the future to meet their basic needs,
including medical attention, etc.

Sincerely,

Board of Ellis County C

ﬂ(ﬁn%v/ Yu cA il L S
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Ellis County Coalition for Economic Development

March 22, 2009

Rural Utilities Services

United State Department of Agriculture
1400 Independence Ave. S W
Washington, DC 20250-0747

RE: LETTER OF SUPPORT

Please accept this letter as support for Rural Telephone/Nex-Tech in their effort to secure funds fo enhance rural
broadband implementation and expansion in Northwest Kansas through the Rural Utilities Services Loan and
Grant Program.

Broadband access is critical in Rwal Kansas. While we have experienced a number of successful
implementation projects in recent yeats that cieated hundreds of jobs directly and as many indirectly, without
wider broadband access, the numbe: of success stories will be limited. Out most successful broadband project
was created when Sykes Incorporated developed a business model in the mid-90s to establish call center
operations in rural markets of America. In Hays, Kansas alone, Sykes employed as many as 700 people. When
Sykes business model changed, they left Hays but because broadband access was in place we replaced them
with another inbound call center ~ NEW.

Other successes include educational opportunities for high school and university students to take classes online,
the Hays Medical Center can have doctors consult with outlying area hospitals any time of day, and thousands
of rural residents have access to the world with broadband services. None of this is possible without bioadband
access and USDA support

Rural Telephone/Nex-Tech has always been a leader in making the latest technology available to their
customers, most of which are in very rural areas of the state. By providing Rural Telephone/Nex-Tech funding
for broadband expansion, additional opportunities will be possible, construction jobs will be created duwing the
expansion of the broadband netwoik, and new, permanent jobs will exist in the areas in which they build. In
other words, rural Kansas can grow.

Thank you in advance for your time and consideration. If you have any questions, please feel free to contact me
at any time.

Mike Michaelis

Executive Director

Ellis County Coalition for Economic Development
2700 Vine

Hays, KS 67601

mike@haysamerica.net
785.628.3102
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April 3, 2009

Larry E. Sevier, CEQ
Ruraj Telephone
PQ Box 158
Lenora, KS 67645

Dear Larry:

As the Chief Executive Officer of Hays Medical Center, | support Rural Telephone and
Nex-Tech’s broadband expansion proposals in Northwest Kansas. Broadband
infrastructure to rural Kansas is important to healthcare initiatives, Most studies show
consumers using the internet for the majority of their healthcare questions. That is not
necessarily true here, because of the lack of internet accessibility and comfort level with
computers and the internet. We think patients are missing out on an accurate and
convenient way to get rapid answers to their questions placing our region at a
disadvantage compared to other area of the country as it relates to healthcare
information.

Hays Medical Center is a leader in its Electronic Medical Record and access to healthcare
information. it wili help our initiatives to have more people on the internet who can
view records on-line and work with their providers to coordinate care in a more efficient
fashion. Communication via provider using e-mail is also rapidly becoming a preferred
method to get prescriptions refilled , have laboratory tests conveyed, and other
questions answered. Rural Telephone and Nex-Tech are dedicated to enhancing
broadband access in our service area. Please consider their proposai and provide
financial support as they move forward with needed infrastructure in the region.

e»i j X'\‘{j\
John Jeter, MD, MHA, FACEP
President & CEQ
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HAYS PUBLIC LIBRARY
1205 Main Street « HAYS, KANSAS 67601-3693
(785) 625-9014 = (785) 625-8683 FAX
www hayspublib org
Melanie Miller, Library Director

April 13, 2009

Larry E. Sevier, CEQ
Rural Telephone
P.O. Box 158
Lenora, KS 67645

Dear Mr. Sevier,

This letter is in support of Rural Telephone and Nex-Tech’s broadband expansion
proposals in northwest Kansas. Rural Telephone and Nex-Tech have performed excellent
telecommunications service to the Hays Public Library for many years, including creating
potentiai for operating videoconferences simultaneously with public Intemst use.

293 out of 326 Kansas public libraries serve populations of under 10,000 people.
Broadband Intemet service and the speedy retrieval of information that libraries could
provide free-of-charge to people in these communities is critical.

Rural electrification didn’'t occur until the 1930's. This is a new phase of rural
electrification. We can't be behind the eight ball on this one and compete in the modern

world

Sincerely, .

Y
Melanie Miller
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@) NORTH CENTRAL KANSAS TECHNICAL COLLEGE

Clark Coco, President

April 14, 2009

Mr. Larry E Sevier
CEQ, Rural Telephone
P.O.Box 158

Lenora, KS 67645

Dear Mr. Sevier,

As President of North Central Kansas I am very pleased to have the opportunity to write
this letter of support for Rural Telephone and Nex-Tech regarding the continued
development of dependable broadband connect ability for rural Kansas. Today’s research
indicates 80% of the career skills nceded for future employment will be technical in
nature and the need to deliver technical education to rural communities continues to grow
each day.

During the 2008-2009 academic year North Central Kansas Technical College has
delivered over 2000 credit hours of technical training to students within the State of
Kansas and we constantly see the need for a more responsive delivery system. Even
though Rural Telephone and Nex-Tech have made great strides in attempting to improve
our connect ability the job is not done. In order for NCKTC to move ahead with the
delivery of new technologies to our student base we will need to see the expansion of our
broadband capabilities.

NCKTC is presently involved with the development of an on-line/face to desk top
delivery system which will allow our instructors to deliver technical education to anyone
with access to a computer. With the expansion and up grading of our connect ability
system NCKTC would look to develop stronger partnerships with both business and
industry and education agencies.

Once again 1 want to emphasize our strong support for the efforts of Rural Telephone and
Nex-Tech in meeting the delivery needs of our region of the United States. If at anytime
you would like to speak to me about our goals related to this effort I would welcome your
phone call.

Sincerelyj

Clark Coco, President
North Central Kansas Technical College

P.Q. Box 507, Beloit, KS 67420 2205 Wheatland Ave., Hays, KS 67601
Beloit Campus Phone (800} 6584655 Hays Campus Phone (888) 5674297



252

SO0 PARKE




253

Smolky Hill

Fducation
Service Center

Central Region Office North Central Region Office Hays Regian Office

605 East Crawford 219 West Seventh 1401 B Main Street

Salina, KS 67401 * Concordia, KS 66901 Hays, KS 67601

(785) 825-9185 phone (785} 243-4417 phone (785) 521-4414 phone

{785) 825-9195 fax (785) 243-4457 fax {785) 621-4415 fax
4-9-2009

It has come to my attention that Rural Telephone and Nex-Tech are making application for the
America Recovery and Reinvestment Act of 2009 Broadband Initiative. I support this application and the
efforts Rural Telephone and Nex-1ech have made in the past to provide the infiastructure for broadband
connectivity to rural Kansas. Each of these businesses is highly respected by our schools for the services
they provide in rwal communities

Due to declining populations in rural areas, increased bandwidth (20-50 Mb) will be necessary to
deliver high quality educational, business and medical services. The technology exists today, but only in
areas of laige populations, thus starving rural ateas the opportunities of their urban counteiparts.

As an educational service provider for approximately 65 public school districts in 25 1ural counties in
Kansas, bandwidth is essential to providing quality services while overcoming the geographical challenges
schools face. We currently use IDL (interactive distance learning) connections at approximately 3 Mb to
provide classes where certified/licensed instructors are difficult to find. However, we could do so much
mote, but are limited to the lack of high-quality bandwidth available in our rural areas.

The savings for schools and businesses would be huge when considering transportation and time.
Instead of ‘windshield time’, time could be spent learning, shating and generating new ideas, creating
collaborative projects with peers throughout the woild. The vision is there, but remains only a vision
without the commitment to improving the broadband infiastructure.

Many of our rural communities and residents can only dream of such connectivity because they don’t
believe it will come to them in their lifetime. The next infrastructure is broadband comnnectivity to conduct
daily business, access health care and further learning and training opportunities

Other countries have made this commitment even though their economies and quality of workforce
pales compared to the United States. It is time for this to occur in rural Kansas. These ate the reasons it is
easy for me to support Rural Telephone and Nex-Tec’s application. Please give this your highest
consideration. Our ruial residents are depending on this.

o

Lany Patyick
Associate Director, SHESC
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Wegener Quarter Horses
Bruce & Cindy Wegener
13887 Road E

Norton, KS 67654

March 31, 2009

M. Larry Sevier

Rural Telephone Service Company, Inc.
PO Box 158

Lenora, KS 67645

Dear Mr. Sevier:

As a farmer and Quarter Horse rancher living nine miles north of Norton, Kansas, I would like to
outline the difficulties I face with the technology that is currently available to me at my
home/business At present, my only Internet option is dial-up, which leaves a lot to be desired in
terms of efficiency. I cannot overstate the importance of having access to curtent technology to
be competitive in today’s business atmosphere.

Recent laws affecting horse slaughter, as well as the economy, have greatly impacted the horse
market. Whete we used to average $1,200 per weanling, we are now lucky to average $400
Couple this with the 1ising cost of hauling livestock to auction, and it is evident that utilizing the
Internet for marketing makes sense. We have had success placing advertisements on the
Internet, including Nex-Tech Classifieds. However, using dial-up, it takes literally hours to
upload the information. The process is time consuming and frustrating

I also use the Internet to participate in live auctions, but find it difficult to participate with the
Internet speeds available to me. As Internet auctions are gaining popularity, I believe it will
become increasingly important to have this technology in place This same technology will also
allow me to get current grain markets, place orders by Internet or simply search the Web

It is my understanding that Rural Telephone and Nex-Tech are applying for Broadband Stimulus
grant/loan funds. Your businesses have been insttumental in bringing cutting edge technology to
northwest Kansas, helping the economy and providing jobs that bring youth back to the area.
Most importantly, you understand that rural America extends past city limits. It is my hope that
this letter of support will result in expanded services, especially high speed Internet, to farms in
rural Norton County. If I can be of further assistance, please let me know.

Sincerely,

Sae L/ gperer

Bruce Wegener
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PO Box 88 = Norton KS = 67634
Ph: (785) 877-3529 » Fax: (785) 877-2637

Aprit 8, 2009

Larry E. Sevier, CEO
Rural Telephone
PO Box 158
Lenora, KS 67645

Dear Mr. Sevier,

We strongly support Rural Telephone and Nex-Tech’s applications for the American Recovery
and Reinvestment Act of 2005 Broadband Initiative. | am proud to say that we are already a
company that your organization has helped a great deal with a variety of technological
upgrades. Those upgrades enabled our company to reach out to the precision manufacturing
world and market ourselves as a quality minded option for their business. The additional
business due to those upgrades had the ripple effect of the addition of personnel and the
expansion of our operating facility.

For those reasons and more, we are excited about the possibility that your organization may be
eligible for federal funding that would bring enhanced broadband service to this area. Asa
company in a somewhat remote, rural area, one of our challenges is that we deal with
customers and potential customers that operate in a metropolitan market. in that market, they
already take for granted the technology that we do not have here yet. As we do not have it, it
makes it tough to compete with other precision manufacturing shops that can communicate in
real time through such features as videoconferencing when we submit quotes for potential work
orders. if we had access to that level of technology, it would do what our initial technological
upgrades did, but on a larger scale.

The ability to communicate with customers and potential customers in real time with just that
one option not currently available would increase the amount of orders we get. Of course, that
would result in more personnel hired for production roles and support staff for the additional
production staff, It may also put us in a position to expand our facility again, which would
provide work for area contractors.
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This is just one small example of how this enhanced broadband technoelogy would assist our
company. We could go on and examine how much more effective we would be with a faster,
leaner internet service and how it would benefit us as a company and how that benefit would
translate into additional money injected into the Jocal economy in various forms. But it would
be more direct to state that the immediate and long term impact of technology that would put
us on a level playing field with our competition is immeasurable and would be an incredible
asset to our company and our community.

Respectfully,

s

Datini Campbell
General Manager
Natoma Corporation
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April 30, 2009

To: Mr. Larry Sevier
CEO, Rural Telephone Service

Subject: Support of application for federal funding to improve internet service to rural areas

This letter is in support of Rural Telephone Service Company and its proposal to expand
internet service in rural northwestern Kansas. This is a local company which strives to serve its
customers with the most up to date technology available. It employs many local people and
provides modern technology for other local businesses.

Our land line is currently in the AT&T service area. AT&T has done no upgrades to their lines
or equipment, and I know of no plans to upgrade in the future. Dial-up internet service is nota
possibility due to poor line quality. Internet pages took so long to load that information being
transmitted just stopped. Downloads wete impossible. There was so much static on the line
that the computer couldn’t tell the difference between background noise and transmitted
information. It would be a great asset if Rural Telephone Service were able to upgrade broadband
service in our area.

You don’t think of farming being a highly technological business, but it is quickly becoming that
way. GPS steering and crop mapping for planting and harvest are but some examples of
agricultural technology that require software upgrades available through downloads. Much of our
farm’s research and education is done through the internet. It is the only way to keep up to date
on timely market changes. We rely on the internet for weather forecasts to better plan our work
days. It is also the best way to keep informed of current weather conditions during severe
weather.

It would be a great benefit 1o us, our neighbots, and our whole rural region, if our broadband
service were of the same quality as people in larger cities enjoy.

SmM W
. .
Harold Mizell (

Kris Mizell

16733 Road W13
Notton, Kansas 67654
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Rural Telephone April 12, 2009
P.O.Box 158
Lenora, Ks. 67645

Attention: Lany E. Sevier, CEO
Dear Sir:

On February 24, 2009, while reading the Depariment of Agriculture Federal
Register notices, I became aware of the broadband grant program as part of the economic
stimulus package. Ithought that it might help in getting broadband “Fiber To The
Premises” (FTTP) service to my hometown of Norcatui, KS.

Norcatur is a small (population about 200) rural town in northwest Kansas which
currently has only dial up or wireless access to the internet. While the wireless service
provided by Hughes net, Wild Blue, or the mobile cell connection by Nex-Tech has
certainly helped in Norcatur and the surrounding farms, 1t is limited in it’s ability to
support businesses or telecommuter workers.

An example which I was personally involved with as Chaitman of the Board for Norcatur
Grain Inc. illustrates some of the problems. In 2006 Norcatur Grain’s accounting
software had become obsolete and had to be replaced. After due research a software
accounting package by Summit Software located in Foit Wayne, Indiana was selected.
The most cost effective way to set up the system would have been to use a server at the
vender’s facility in Fort Wayne. The internet speed available over the wireless network
would not support this installation so the server had to be located in Norcatur at addition
expense. The next problem was getting support from the vender’s staff in Fort Wayne.
The normal mode is for the training staff to access our server and then help correct the
errors our employees were making. The internet speed available would just not support
this mode of training so Norcatur Grain had to pay for training personnel to come to
Norcatur at considerable expense. By not having high speed internet, the time required to
get the new software system working was extended by several months. The resulting
disruption in business cost the company several hundred thousand dollars.

Norcatur Grain Inc. has since sold the Grain Elevator to Decatur Coop, but will continue
to look for business opportunities in Norcatur. The availability of high speed internet
will certainly be a serious consideration in our investing in new business in Norcatur.

The time when people can live in one place and work for a company anyplace in the
world has arrived where high speed internet is available. In Norcatur several people are
doing telecommute work, but are handicapped by the lack of high speed internet. For
others the lack of broadband internet make it impossible.

My son Dan works for a computer company in Boulder, Colorado and farms in Kansas
on the weekends. He could spend more time, or relocate, in Norcatur if high speed
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internet were available. He has tried using the Wild Blue satellite link, but the size of the
files overload the system. It addition to the slow speed the limit on the amount of data
that can be used in a time period is a problem. I have asked Dan to write you a letter
describing the bandwidth he needs to be able to work from Norcatur.

In my own case I am a registered Professtonal Engineer in Colorado and would do more
consulting work for Colorado clients if the supporting internet system were available.

I currently use wireless internet for online banking, stock and commodity trading. The
bandwidth and reliability needed for real time commodity trading limits what is available
in trading tools.

The above are only a few examples of the impact that a broadband internet system can
have on a community like Norcatur. If a system were available many more uses would be
found. Conversely if broadband is not available, businesses and people will continue to
move to locations where it is.

I am pleased that Rural Telephone is applying for economic stimulus assistance. It would
be nice to see some of the stimulus used to help the rural areas. Rural Telephone and
Nex-Tech have be very successful in developing cellular and broadband in Northwest
Kansas. They have also already invested millions of dollars in Fiber-To-The —Premise
infrastructure and are in a good position to extend this service to more locations like
Norcatur. I hope the Federal Government will help you continue the good work.

If more detail on the number of residences and businesses in Norcatur is desired, I am

sure that Von Johnson, the new mayor, or Chris Demplewolf, the city clerk, would be
glad to help.

Thanks

Al Al -

Glen Strevey
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DessinFournirCompanies

April 15,2009

Mr. Larry E. Sevier
Rural Telephone
P.O. Box 158
Lenora, KS 67645

Dear Mr. Sevier:

1 am writing this letter in support of Rural Telephone and Nex-Tech’s applications for the
American Recovery and Reinvestment Act of 2009 Broadband Initiative.

Through shawroom partnerships and innovative technology, the Dessin Fournir
Companies have grown from 30 inaugural furniture and lighting designs in 1993 to over
2,200 luxury goods. Aside from creating luxurious products featured in some of the
nation’s most beantiful homes, the Dessin Fournir Companies are a testament to
preserving our rural heritage, all while demonstrating the potential of rural America,

Location on the open prairie in Plainville, Kansas (population 2,100), our companies
compete globally while residing 200 miles from the nearest major airport and five hours,
in any direction, from the nearest metropolitan city.

In 1993 when 1 launched the Dessin Fournir Companies namesake firm, Dessin Fournir,
the only issue I had was that I did not want to move my family away from Plainville. In
order for me to “have it all,” I decided to set up manufacturing operations in Los Angeles
because of the tremendous talent pool that exists there for high-end furniture
manufacturing and to maintain a small office and staff in Kansas. The strategy was that
we would develop all our management infrastructure and back office operations on the
West Coast near our manufacturing facility.

The upside was that our companies were rapidly growing, all of which was good. The
downside was | was traveling 38 weeks out of the year and I was finding it impossible to
really ereate the management infrastructure and customer care center in L.A. that our
burgeoning companies needed. Most of our communication with our showrooms and
clients was via phone and fax, which were all that were technologically availabie at the
time in Plainville.

308 West Mill Plainville K8 67665 T 583,44

773 F 5854344688 www.dessinfournincon
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DessinFournirCompanies

In 2003, our outsourcing from Plainville took an exponential leap forward when
broadband services were introduced to our area through our service provider, Nex-Tech.
With this technological advancement, the floodgates of opportunity opened for what we
could do from our hometown. We quickly relocated all functions, except for the actual
production of furniture, to Plainville.

The Dessin Fournir Companies are now composed of six companies, two of which we
acquired—one in 2001 and the other in 2005. Together, all six companies design and
produce furniture, lighting, textiles, and wall coverings, which we distribute through 17
showrooms in major cities across the United States, Canada and Russia. We have four
offices: L.A., Chicago, New York and, of course, our corporate headquarters in
Plainville, Kansas. We have 152 staff members, 91 of which are located in our Plainville
offices where all accounting, legal, marketing, public relations, furniture and textile
design, industrial design, graphic design, customer care, textile warehousing, and
architectural lighting manufacturing now occur,

We import our woven textiles to Plainville from nine European countries, the United
Kingdom, and the three states of India, Thailand and Vietnam. Currently, we are
formulating plans to expand selling our products internationally to include London, Hong
Kong and Dubai. As we grow these international markets and refine our production and
communication processes, our technology demands will grow, requiring more
sophisticated and reliable services which we can control from Plainville.

What is most important about all of this is not what we do, to whom we sell our products,
or for that matter, the recognition we have received from our clients and peers. What is
most important is that we do all of this from our home in Plainville, Kansas. Of course,
one key component to allow us to do this in rural Kansas is broadband technology.

Rural Telephone and Nex-Tech have demonstrated their commitment for improving the
quality of life in rural Kansas. I ask that you please consider their applications for
expansion of broadband service.

Siyely,

Chuck Comeau
Co-founder and CEO
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NORTHWEST KANSAS LIBRARY SYSTEM

2 Washington Square « P.0. Box 446
Norton, Kansas 67654 - 0446
Toll Free 1-800-432-2858
Telephone (913) 877-5148

April 13, 2009

Larry E. Sevier, CEO
Rurai Telephone
PO Box 158
Lenora, KS 67645

Dear Mr. Sevier:

As a regional library system serving ten counties in the rural area of northwest Kansas, we depend
heavily on good broadband Internet service. With the population of our largest community falling under
5,000, the fibraries in northwest Kansas represent very rural areas. Quality Internet access is a major
solution in affowing the rural residents” access to information more readily available to citizens in urban
locations. Rural Telephone/Nex-Tech has been instrumental n providing the connections needed, but
there would be more potential with increased broadband access. There continue to be locations where
the only option for internet service is dial-up, which wili not provide ready access to the high-speed
demands of most web pages and files,

As the headquarters for the Northwest Kansas Library System, we provide back-up information and
continuing education for the twenty-one public libraries, nineteen school districts, two academnic and
various private schools and special libraries in the area. We have high definition video conferencing -
equipment to participate in continuing education opportunities for our member libraries and the public.
it also provides the opportunity to connect to meetings held across the state or country. The demand
for this access requires a separate connection in addition to our DSL for daily business. Added access to
the entire area would enhance the interactive distance learning capabilities of our citizens.

The rural areas of Kansas provide necessary resources; including food sources, manufacturing, education
and energy, for the benefit of the entire country. It is vital for the continued economy of the area to
provide the services necessary to aliow people to have the quality of life and access to information to
allow them to remain in rural areas. :

We support Rural Telephone and Nex-Tech in their application for federai funds for the expansion of
high-speed Internet service to communities and rural areas in Kansa.

Sincerely,

eslie R. Bell, Director
Northwest Kansas Library Sshytem
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April 13,2009

Mr. Larry E. Sevier, CEO
Rural Telephone

PO Box 158

Lenora, KS 67645

Ms. Karen Buss
3270 N Road
Bogue, KS 67625

Dear Mr. Sevier;

T am writing this letter in support of Rural Telephone and Nex-Tech’s broadband expansion
proposals in northwest Kansas. I also support your applications for the American Recovery and
Reinvestment Act of 2009 Broadband Initiative. In writing this, I wish to convey my personal
story and why my family and I need better services online.

I am a single female farmer and rancher with two college-age daughters. I lost my husband to an
automobile accident a few years ago. In trying to provide for my danghters resources to further
their educations, and in working to keep our farm viable, I find the lack of high-speed Internet in
my home very problematic, and at times, downright crippling. We currently pay for costly dial-up
that is so slow that I frequently opt not to even bother with using our computers (despite my many
farming business needs that could greatly benefit from online access), and my daughters, who
help me with the farm, find they cannot even adequately do their homework for their classes
when they are at our house. They find this terribly frustrating,

This lack of high-speed access has been a frustration to all of us for years, including all the years
my daughters have been in high school. I think now is the time to do something about it. For us,
right now, a Web page can take many, many minutes to load, if it will load at all, and this
presents us with many dilemmas as we go about our busy lives. We have livestock and farming
matters that, as I’'m sure you can imagine, are always pressing. We do not have time to waste on
technological inadequacies, nor is it convenient for us to go elsewhere to get online.

If we were able to get high-speed Internet at our home, several critical problems would be solved
for us. My daughters could efficiently handle their college course work, keep their grades up and
prepare for their futures, and at the same time be more available to help me with our farming and
ranching business. I would be able to do research and purchase things I need for our business,
handle financial matters, and communicate with my fellow farmers and ranchers here and
elsewhere with much more efficiency. These are not easy times for anyone, and in my business,
carving out time to do all the things that are necessary is literally a daily challenge.

Please do everything you can to make high-speed Intemet available to my daughters and me. [ am
hoping and praying your efforts will be successful. Qur lives and futures depend on it

Sincerely,

Karen Buss
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Melissa S. Lindenman
1114 Z Road
Moriand, KS 67650

April 6, 2009

Rural Utilities Services

United States Department of Agricuiture
1400 independence Ave S W,
Washington, DC 20250-0747

To Wham it May Concern

This letter is to support the broadband expansion proposals for Northwest Kansas by Rural Telephone
and Nex-Tech, The miliions of doliars already invested in the area has created jobs and heiped to bring
young people back to the area. Even with this there are still many areas underserved.

Rural Telephone recently completed the Fiber to the Home technology in the rural area that } live in.
Prior to this technology we had very slow dial-up service. Having this broadband technology has
provided me a means to return to coliege and complete my degree in Education. Without broadband
service it would not be possible for me to do so as | would have to drive more than 90 miles one way to
attend classes. With smali children | would not be able to do so at this time

My husband returned to this rural community to farm with his father and carry on the family farm into
the future. Being young farmers is difficuit in these times. Having broadband technology available on
the farm is great for research of new products, checking on markets, as well as shopping. Now many
products that we wouid have to drive many miles to even look at can be researched on the internet to
determine if a trip is truly necessary. The access to weather radars, weather alerts and tracking at the
click of a button is a huge plus to them.

Living on the farm means we are 23 miles from the school that my son attends as wel! as the closest
fibrary. With the broadband technology we are able to access libraries and other resources to do schoo!
projects. The technology also allows us the access to the interactive technology the school is using for
grades, attendance, and other notifications. The access to other great resources available to help
educate your children or get extra help if a child is struggling is something that is very valuable to me.
Without broadband service this would not be available to many of the rural children in the area.
Currently there are many students that attend school with my son who live only a few miles from us
who are unserved or underserved. It would be great for more families to have the opportunity for the
advanced technofogy that we have been blessed with

1 am confident in Rural Telephone and Nex-Tech to continue to find ways to get this technology to
everyone they can serve. Please take a portion of the $2.5 billion allocated through the American
Recovery and Reinvestment Act of 2009 to help Rura! Telephone, Nex-Tech and other companies
expand this great technology to all those rural families and students. Help make those education
dreams come true.

Sincerely, ,
‘/}ZJW«%M@

Melissa Lindenman
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The Honorable Greg Walden
1. Mr. Shorman, do you think the NTIA and RUS programs would have reflected a

better use of taxpayer dollars if they had been designed exclusively for unserved
areas? Do you think the entire $7 billion could have been used to provide service to
unserved areas?

Taxpayer dollars would have been much better spent on reaching the 7 million homes today that
do not have access to broadband. Broadband is a crucial driver of jobs and economic recovery,
particularly in rural America. Quality broadband service should be available to all regions of the
country, including the least densely populated areas. I also supported some of the $7 billion
going to increase broadband adoption.

2. Mr. Shorman, given how awards have been provided to areas that are already
served, how does that alter your future investment plans to expand service? Do you
have any doubts whether the government will provide additional loans or grants in
the future to competitors in areas you currently provide service?

By injecting this level of BIP funding into our existing service area, on top of the tens of millions
that RTS receives every year in USF support, the government is effectively penalizing our small
company, which to date has invested $20 million in the area to provide world-class broadband
service. It is clear to us that we are going to be spending fewer dollars on infrastructure
nvestment in Hays and surrounding areas, and instead will be focusing on customer retention
against overwhelming odds. RTS has approached every Hays resident and asked for permission
to install — for free — network boxes on each residence in preparation for its buildout. They are
offering customers the chance to win free TVs, laptops, and iPads. In addition, RTS is now
advertising two months of free service and Hi-Def/DVR free for one year (see attached eight
page, color mailing to Hays residents). RTS has stated publicly that it anticipates tremendous
response to these efforts. )

And we do have doubts about whether the other areas in which we compete will be the subject of
additional loans or grants, particularly since the RUS has just announced that it is restarting its
Farm Bill broadband loan program, another program rife with a history of subsidized
overbuilding.

3. Mr. Shorman, the elaim was that the broadband stimulus program would increase
broadband deployment and create jobs. From your experience, is the program
reaching the unserved? Is it promoting or jeopardizing jobs?

My experience with the RUS Broadband Initiatives Program is one of great concern to me.
Instead of creating permanent jobs, it threatens the jobs of our 277 employees, many of whom
live in the very community the award was intended to benefit, offsetting any new jobs created by
the funded project, and undermining one broadband provider in the area to benefit another.
While it may be supporting some new broadband deployment, it is not bringing new broadband
deployment in Hays and it threatens the private deployment of broadband and the $20 million
investment by my company and employees. And that does not seem right. Taxpayer dollars
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should first and foremost be aimed at reaching the unserved, those who need broadband in the
first instance to participate in the global economy and to succeed in rural America.
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Questions for the Record from Members of the
Committee on Energy and Commerce, House of Representatives

Mark Goldstein, Government Accountability Office Responses

Questions from the Honorable Greg Walden:

1. Mr. Goldstein, how many duplicative federal communications subsidy programs exist?
In addition to the $7 billion in these NTIA and RUS programs, isn’t there also the
Rural Broadband Access Loan and Loan Guarantee Program, the Community Connect
Grant Program, the Distance Learning and Telemedicine grant program, and the
Public Television Digital Transition grant program? And then there’s the $9 billion per
year universal service fund that some are saying should be shifted to broadband? How
much is being spent in total by all of these programs? Do any of these programs

coordinate with each other?

The Department of Agriculture’s (USDA) Rural Utilities Service (RUS) and the Federal
Communications Commission (FCC) manage programs that provide funding feor various rural
communications initiatives. The amount of funding made available by these programs ranges
considerably with the smallest grant program (RUS’s Public Television Digital Transition)
providing approximately $5 million in fiscal year 2009, and FCC’s Universal Service Fund
(USF) providing roughly $7.3 billion for several program areas in that same year. We identify
the total amount of funding for each program for the most recent fiscal year in which data are
available below. We have not assessed the extent to which the RUS and FCC communications
programs you mentioned are duplicative in nature or coordinate with each other. However, if the

committee is interested in this topic, we can pursue future work in this area.

RUS rural communication programs:

o Rural Broadband Access Loan and Loan Guarantee Program provides funding for the

construction, improvement, and acquisition of facilities and equipment for broadband
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service in eligible rural communities. In March 2009, the USDA Inspector General
reported that since 2001, RUS had lent approximately $1.35 billion to loan recipients for
rural broadband projects. RUS made no awards through this program in fiscal year 2010;
however officials reported that the agency obligated $74.3 million to existing loan

borrowers to replace existing loan funds that were to set to expire.

e  Community Connect Grant Program funds broadband on a “community-oriented
connectivity” basis to currently unserved rural areas for the purpose of fostering
economic growth and delivering enhanced health care, education, and public safety
services. From fiscal year 2005 through 2009, RUS awarded approximately $57 million
for such projects, including those providing free access to and/or instruction in the use of
broadband service through local community centers. RUS did not make Community
Connect grant awards in fiscal year 2010 because a larger amount of funding for the
Broadband Initiatives Program (BIP) was made available through the American Recovery
and Reinvestment Act of 2009 (ARRA)" to achieve a similar purpose, according to RUS

officials.

e Distance Learning and Telemedicine Program makes grants for telemedicine and distance

learning services in rural areas, including projects that provide telecommunications-
enabled information, audio and video equipment, and related technologies that extend
educational and medical applications into rural locations. RUS has awarded more than
$340 million in grant funds for such projects since 1993, including more than $34 million

in fiscal year 2010.

o Public Television Digital Transition Grant Program makes grants to public television
stations serving rural areas to help acquire, lease, and/or install facilities and software

necessary for the digital transition. From 2006 through 2010, USDA awarded almost $25
million in grants to public television stations, including about $4.6 million in fiscal year

2010.

FCC rural communication programs' supported by USF:

'Pub. L. No. 111-5, 123 Stat. 115 (2009).
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o In 2009, the FCC managed Universal Service Fund (USF) disbursed roughly $7.3 billion

to subsidize telephone and other communications services through four programs. In

particular, the High Cost program subsidizes companies serving rural and high-cost areas.
The Low-Income, E-rate, and Rural Health Care programs subsidize telephone bills and
communications services for low-income consumers, schools and libraries, and rural
health care providers, respectively 2 The National Broadband Plan, released in March
2010, by an FCC task force, calls for modifying USF to support greater deployment of
more expensive broadband technologies.> Similarly, the USF-supported Rural Health
Care Program now includes a pilot program which provides roughly $418 million over
three years to selected projects for designing and installing regional and state broadband
networks that serve rural health care providers, as well as the costs of advanced

telecommunications and information services that ride over those networks.*

2. Mr. Goldstein, how important are performance measures? Are you confident we will
have a quantifiable metric whether these programs have increased broadband access or
adoption, and, if so, how much we spent for each additional consumer accessed or

served?

Performance measures are a critical tool mandated by Congress to demonstrate progress made in
meeting agency goals and to inform management decision making. The Government
Performance and Results Act of 1993 (GPRA) directs federal agencies to establish objective,
quantifiable, and measurable goals within annual performance plans 7 GPRA stresses the
importance of having clearly stated goals, objectives, performance targets, and measures in order
to improve a program’s effectiveness, accountability, and service delivery. Specifically,

performance measures allow an agency to track its progress in achieving intended results.

*GAO, Opportunities to Reduce Potential Duplication in Government Programs, Save Tax Dollars, and Enhance
Revenue, GAQ-11-318SP (Washington, D.C.: Mar. 1, 2011).

3Federal Communications Commission, Connecting America: The National Broadband Plan (rel. Mar. 16, 2010).

‘GAQ, Telecommunications: FCC's Performance Management Weaknesses Could Jeopardize Proposed Reforms of
the Rural Health Care Program, GAQ-11-27 (Washington, D.C.: Nov. 17, 2010).

%31 USC.§1115.
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Performance measures also can help inform management decisions about such issues as the need

to redirect resources or shift priorities.

We previously recommended that the National Telecommunications and Information
Administration (NTIA) and RUS should use information provided by applicants in the first
funding round of the ARRA broadband programs to establish quantifiable, outcome-based
performance goals by which to measure program effectiveness. Although we did not identify the
specific measures that agencies should use to evaluate program effectiveness, such as metrics for
broadband access, adoption, or costs per customer served, our recommendations to both agencies
remain open. NTIA has taken some action on this recommendation, such as creating goals
related to new network miles and workstations deployed. We will continue to monitor both

agencies progress in developing appropriate performance measures.

3. Does the fact that 25 percent of the applications granted went to entities that have never
been a recipient of Federal grant monies increase the risks of fraud, waste and abuse?

How significant are those risks?

The Department of Commerce (DOC) Inspector General reported that about 20 percent of
NTIA’s awards were to for-profit companies, some of which were first-time federal award
recipients. NTIA must ensure that all of its awardees meet the terms and conditions of their
grants including submitting quarterly reports on program expenses, project performance
information, and properly managing the complex process of drawing down federal grant funds
for eligible expenses. We have recently reported that successful oversight of grantees depends
on the management and accountability tools and controls an agency has in place to monitor,
prevent, and detect abuses by grantees. Such tools include identifying the nature and extent of
nisks and managing those risks to ensure that program objectives are fulfilled. ¢ Prior experience
with government grants or loans is one of several criteria that agencies have used to assess risks

to determine whether heightened monitoring or technical assistance is needed. Given the large

SGAO, Grant Monitoring: Department of Education Could Improve Its Processes with Greater Focus on Assessing
Risks, Acquiring Financial Skills, and Sharing Information, GAQ-10-57 {Washington, D.C.: Nov. 19, 2009).
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number of Broadband Technology Opportunities Program (BTOP) and BIP grant and loan
recipients, including many first-time recipients of federal funding, it is important that NTIA and
RUS identify, prioritize, and manage potential at-risk recipients. Furthermore, since the vast
majority of BTOP and BIP funding has yet to be expended by awardees, NTIA and RUS will
need to monitor all awardees and provide focused oversight over higher-risk projects as

significant award amounts will be drawn down over the next several years.

4. You identified some of the risks with programs like the BTOP and BIP: bankruptcies,
false claims, product substitution, substandard products and subcontracting. Based on
your experience, what percentage of these grant awards can be expected to have
problems with waste, fraud, and abuse? What percent of the awarded funds would you

expect will go unused or be reclaimed?

The DOC Inspector General identified several risk categories for NTIA’s BTOP awardees,
including awardees submitting false claims for ineligible or fraudulent expenses, substituting
substandard products in the construction of projects, and subcontracting fraud, including bribes,
gratuities, and kick-backs. Due to the variation in federal grant and subsidy programs and the
various terms and conditions that apply to funding recipients, it is difficult to estimate with any
accuracy what portion of awarded funds would be expected to experience fraud, waste, or abuse
in BTOP and BIP. Estimates for unused or reclaimed fund balances are also difficult to estimate
for similar reasons. However, if the committee has an interest in future work evaluating the
extent to which awardees have fulfilled the conditions of their contracts and deployed projects as
required, we could conduct this work as soon as awardees have had sufficient time to begin

implementing projects.

5. Mr. Goldstein, you have reported that RUS eliminated the designation of last mile
“remote” projects in the second round. Did this lead to RUS making awards that were

not remote projects in favor of projects where service already existed?
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In its second funding round, RUS eliminated the remote and underserved requirement, and
determined that eligible areas were those in which at least 50 percent of the premises in the area
did not have access to broadband service at the rate of 5 megabits per second. Such projects
were required to cover an area that was at least 75 percent rural. In our second report on the
ARRA broadband programs,” we evaluated the extent to which NTIA’s and RUS’s application
reviews substantiated application information, such as technological viability, and found that the
agencies consistently substantiated information provided by applicants. We have not evaluated
the agencies’ review processes for the second funding round; such a review would be necessary
to determine the extent to which RUS’s second round awards were made to projects in areas with
existing broadband service, rather than in more remote and unserved areas. We can pursue

further work on this topic, should it be of interest to the committee.

6. Mr. Goldstein, you state that the RUS plans to use its existing oversight framework that
it uses for its existing grant and loan program. Given the problems Inspector General
Fong has reported on regarding the RUS, is this an effective oversight plan to prevent
the similar defaults and deobligations that RUS has experienced in the past with its

programs?

In its 2005 review of RUS broadband grant and loan programs, the USDA Inspector General
questioned the expenditure of $340 million of loan and grant funding for various reasons,
including loan defaults, and cited instances where RUS awarded funds to projects in
communities near large cities, rather than in rural communities lacking preexisting broadband
service. We have reported that RUS intends to replicate the oversight framework for its existing
programs for BIP, and this plan presents staffing and resource challenges to the agency. For
example, the agency’s staff will need to conduct site visits in remote locations to monitor project
development, but a lack of resources will pose challenges to this type of oversight. RUS intends
to rely on existing staff and believes it has sufficient resources; however, RUS field staff

members have other duties in addition to oversight of BIP projects. We previously recommended

"GAO, Recovery Aci: Further Opportunities Exist to Strengthen Oversight of Broadband Stimulus Programs, GAO-
10-823 (Washington, D.C.: Aug. 4, 2010).
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that NTIA and RUS should develop contingency plans to ensure sufficient resources for
oversight of funded projects beyond fiscal year 2010. To address our recommendation, RUS
extended its contract with ICF International to provide BIP program support through 2013 and it
extended of the term of employment through fiscal year 2011 for 25 temporary employees
assigned to assist with the oversight of BIP projects.

Questions from the Honorable Henry A. Waxman:

1. Mr. Goldstein, Ms. Fong testified that because of close coordination with GAO, the
Agriculture IG decided that it would not review Recovery Act programs until GAO
finished its work in this area. Can you tell us about the level of collaboration between
GAO and the representatives from the Agriculture Inspector General’s office prior to,

and during your review of the broadband programs?

We met with representatives from the USDA Inspector General’s (1G) office on July 8, 2009.
During this meeting, we discussed oversight of RUS’s Broadband Initiatives Program. In
addition to this meeting, representatives from the IG’s office attended three substantive meetings
we conducted with program officials from RUS as part of our two reports on the broadband

programs.

2. Can you tell us about the level of collaboration between GAO and the Agriculture 1G

after your reports were issned?

We have not met with representatives from the USDA IG’s office subsequent to issuance of our

most recent report on BIP, GAO-10-823, which we released on August 4, 2010.

3. Can you tell us about the level of collaboration between GAO and the Agriculture IG

since the programs concluded on September 30, 2010?
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We have not met with representatives from the USDA 1G’s office subsequent to the conclusion

of BIP on September 30, 2010.

Question from the Honorable Diana DeGette:

1. Based on what you have seen, do satellite-based Internet service providers present a
better way to prevent overbuilding in unserved areas? Do satellite-based Internet
service providers offer any inherent benefits with it comes to monitoring and overseeing

grant programs on this scale and maintaining program integrity?

As a function of satellite broadband technology, a single satellite broadband provider may
provide nationwide service, including to areas considered to be unserved by other technologies.
Currently, several firms provide nationwide broadband satellite service, and RUS awarded a total
of $100 million to four broadband satellite providers to connect premises in rural areas left
unserved by other technologies. From an oversight perspective, it would be less burdensome for

the agencies to monitor fewer grants rather than more grants to maintain program integrity.

Questions from the Honorable Edward J. Markey:

1. Does ARRA contain provisions that would prohibit NTIA and RUS from deobligating

funds from awardees?

ARRA? allows NTIA to decbligate awards if the recipient of a grant demonstrates an insufficient
level of performance or wasteful or fraudulent spending. Additionally, both NTIA and RUS
have reserved the right to deobligate awards made under their respective broadband programs

under these conditions.

$Pub. L. No. 111-5, 123 Stat. 115 (2009).
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Specifically, Section 6001(1)(4) of ARRA provides that NTIA:

“(4) may, in addition to other authority under applicable law, deobligate awards to grantees that
demonstrate an insufficient level of performance, or wasteful or fraudulent spending, as defined
in advance by the Assistant Secretary, and award these funds competitively to new or existing

applicants consistent with this section . . .”

Under section 6001(d)(2) of ARRA, NTIA must ensure that all awards are made by September
30,2010

In implementing their broadband programs, both NTIA and RUS, reserved the right to deobligate
funds under certain conditions. For example, the notice of funding availability and solicitation of

applications for the first funding round provided:

“The RUS and NTIA reserve the right to deobligate awards to recipients under this NOFA that
demonstrate an insufficient level of performance, or wasteful or fraudulent spending, and award

these funds competitively to new or existing applicants.” 74 Fed. Reg. 33104, 33126 (2009).

2. What percentage of households does not have broadband service?

GAO has not gathered data to independently assess the deployment and adoption of broadband
service since 2006. In May 2006, we reported that 28 percent—or about 30 million—American

households subscribed to broadband service;10 we based this finding on data derived from a

RUS also had a time constraint on the award of funds. Specifically, section 1603 of division A of ARRA provides
that “All funds appropriated in this Act shall remain available for obligation until September 30, 2010, unless
expressly provided otherwise in this Act.” Reference to “this Act” refers only the provisions in division A. See
section 4 of ARRA.

GAO, Telecommunications: Broadband Deployment Is Extensive throughout the United States, but It Is Difficult
to Assess the Extent of Deployment Gaps in Rural dreas, GAO-06-426 (Washington, D.C.: May 5, 2006).
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survey of approximately 1,500 randomly-sampled households conducted from February through
April 2005. We also reported that the Federal Communications Commission’s (FCC) data may
not provide a highly accurate depiction of the deployment of broadband service to households in
some areas. Subsequent to our report, FCC, NTIA, and the Pew Research Center (Pew) issued

reports with more recent data on the deployment and adoption of broadband service.

FCC, NTIA, and Pew gathered data that indicate that approximately 95 percent of households
have access to broadband service and approximately two-thirds subscribe to broadband service.
While each organization relies on different data and methodologies, the results are generally
consistent. Below we provide a brief description of the methodology and results from the FCC,

NTIA, and Pew reports.

o Inits Sixth Broadband Deployment Report, released on July 20, 2010, FCC reported that
7 million housing units lacked access to broadband service and 35 percent of adults did
not use broadband service at home.!! To arrive at its conclusions, FCC relied on a
methodology comprised of three elements; these elements were (1) a model of broadband
availability for both wired and wireless technologies developed for the National
Broadband Plan, (2) an analysis of FCC’s Form 477 data gathered every six months from
broadband providers, and (3) a survey of end-users of the Internet. According to the
Census Bureau, in July 2009, the United States had approximately 130 million housing
units; thus, FCC’s finding that 7 million housing units lacked access to broadband service
implies that about 5 percent of housing units do not have access to broadband service.
Therefore, FCC’s results indicate that approximately 95 percent of housing units have

access to broadband service and 65 percent of adults use broadband service at home.

Y nquiry Concerning the Deployment of Advanced Telecommunications Capabilities to All Americans in a
Reasonable and Timely Fashion, and Possible Steps to accelerate Such Deployment Pursuant to Section 706 of the
Telecommunications Act of 1996, Amended by the Broadband Data Improvement Act, Report, 25 FCC Red. 9556
(2010) (Sixth Broadband Deployment Report).
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¢ On February 17,2011, NTIA released results from its National Broadband Map and
Internet Usage Survey;'? the agency reported that between 5 to 10 percent of Americans
lacked access to broadband service and 68 percent of households used broadband Intemnet
in the home. NTIA gathered data on the deployment of broadband service through the
State Broadband Data and Development Grant Program; NTIA reported that each state,
territory and the District of Columbia (or their designees) collected data from broadband
providers or other sources as part of this program. NTIA’s data on the use of broadband

come from the Census Bureau’s October 2010, Current Population Survey.

e On August 11,2010, Pew released its Home Broadband 2010 report and found that 66
percent of adults used a high-speed Internet connection at home. Pew based its findings
on telephone interviews conducted between April and May 2010, among a sample of
2,252 adults.

In addition to these reports, in a September 2010 report,'® we discussed findings from data
gathered by the Organisation for Economic Cooperation and Development (OECD). The OECD
data indicated that, as of January 1, 2010, broadband had been deployed to more than 95 percent
of households. In addition, the United States had 26.4 subscriber lines per 100 inhabitants.

2NTIA, Commerce s NTI4 Unveils National Broadband Map and New Broadband Adoption Survey Resulls
(Washington, D.C., February 17,2011).
[hetp://www.ntia doc.gov/press/2011/NationalBroadbandMap 02172011 htmi}

BGAOQ, Telecommunications: National Broadband Plan Reflects the Experience of Leading Countries, but
Implementation Will Be Challenging, GAO-10-825 (Washington, D.C.: September 14, 2010).

11
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The Honorable Henry A. Waxman

1. How big is the area of service that Eagle disputes? Specifically, what percentage of
the proposed coverage area does Hays, Kansas represent for the project awarded to
Rural Telephone Service Co?

Eagle is concermed only with the use of the RUS” $101 million broadband award in Hays,
Kansas, one of the best-served and most competitive communities in the United States. While
Hays may span 8 miles of the total 4,600 square mile project area, it contains almost half of the
households included in the entire project area. The Kansas Corporation Commission report in
January 2011 showed that broadband service is available to 99.99% of the 11,193 total
households in Ellis County, where Hays is the county seat. These services in Ellis County —
including Hays -~ included access throughout to broadband speeds of 3-6 mbps downstream and
at least 512 kbps upstream.

Hays residents and businesses already have access to broadband service of up to 100 mbps via
fiber, cable modem and wireless technologies today from Eagle, as a result of its investment of
$20 million in private capital. AT&T also offers high-speed broadband service throughout the
community, as does RTS’ own affiliate Nex-Tech. To be specific, the Rural Telephone/Nex-
Tech service existing in Hays ALREADY meets the standard set forth under the BIP. So not
only is Hays served, but it is already served by the recipient of the BIP funding.

The awardee has announced that it plans to overbuild each and every one of those households
with government subsidized money — offering each of our customers a free network box installed
on their home in anticipation of their build and the ability to enter any one of a number of
drawings for free iPads, TVs, and laptops months in advance of their installation. In addition,
RTS isnow advertising two months free service and free Hi-Def/DVR for one year (see attached
8-page color mailing to residents of Hays).

2. Do you believe it would be economically feasible for RTS to offer service to only
unserved territories?

Yes. RTS and its subsidiaries today are serving communities throughout western Kansas. Tt is
not a new entrant. RTS is the beneficiary of $101 million in BIP loans and grants, more than
$100 million in USF support for its wireline network and $50 million in USF support for its
wireless affiliate, as well as millions in funding for at least 32 other RUS projects (including at
least one previously awarded project in Hays, KS). I would have no objection if RUS had given
RTS a loan or grant focused solely on unserved areas if it found that the vast amount in subsidies
RTS is already receiving through federal and state USF programs was still insufficient to fund
deployment of broadband. But it should not have to rely on driving out the competition in Hays
with subsidies to sustain its project.

3. Do most rural projects include a small portion of served areas to ensure that such
projects are feasible and sustainable over the long-run?
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It 15 true that RUS-subsidized broadband loan projects have often involved overbuilding private
investment. That this has become a standard practice for RUS does not make it right. While it
may be less objectionable in cases where the areas overbuilt have constituted only a “small
portion” of served areas, that is not what happened in my case. As noted above, Hays may be
small in terms of square mileage, but large in terms of the total population of the project and total
number of households covered. The RUS has engaged in this type of government-subsidized
overbuilding for years, as evidenced by USDA Inspector General Fong’s testimony at the
hearing. The RUS, moreover, has often funded complete overbuilds of served areas through its
loan program (examples include Mitchell, South Dakota).

RUS has also successfully supported projects that do not include any served areas through its
Community Connects program, for which RUS just announced another round of funding. I
believe targeted spending programs like Community Connect aimed at unserved areas make
tremendous sense.

4. The Recovery Act requires RUS to give priority to awards for broadband systems
that will provide end users a choice of more than one service provider. Do you
believe this prioritization makes sense?

In Hays, end users already have a choice of more than one service provider, and I support that
goal. According to the National Broadband Map, Hays residents have access to broadband by
Eagle, Rural Telephone/Nex-Tech, Verizon, and AT&T. Having said that, [ also believe that it is
critical that RUS deliver on another crucial priority in the Recovery Act: to give priority to
projects “that provide service to the highest proportion of rural residents that do not have access
to broadband service.” RTS’ project in western Kansas may cover a wide swath of land, but it
certainly does not focus taxpayer dollars on the highest proportion of residents that do not have
access to broadband. Broadband is a crucial driver of economic recovery and global
competitiveness, and I believe scarce taxpayer dollars should be focused on bringing service to
the 7 million households that lack access to high speed broadband today.

5. The RUS funding rules require that only those projects RUS determines to be
financially feasible and sustainable will be eligible for an award. Do you believe this
requirement makes sense?

I do; taxpayer money should be spent wisely. But if the only way to make a loan feasible is to
overbuild areas that already are well served, the better course is not to provide the loan. RUS is
not a commercial lender -- it represents the interests of American taxpayers and it should not be
putting itself in situations where it has a vested interest in the success of one competitor and the
failure of others, as it did in Hays. The better course in those situations would be for RUS to
provide loans or grants that are targeted to reaching unserved areas.

6. I understand that Eagle applied for funding under the Broadband Initiatives
Program during the winter 2010 funding round to connect its current systems in the
Abilene, Kansas area to its systems in the Marion, Kansas area.

a. Please specify how much grant funding Eagle requested for this project?
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Eagle requested a loan amount of $1,644,354 and a grant amount of $3,836,826, for a total of
$5,481,180, consistent with other second round applications.

b. Did the application propose to extend broadband services to rural areas?

Yes, the entire area we proposed to invest in is considered rural. The shortest number of miles to
a non-rural area was 40. To compare, Hays, which comprises nearly half of the households in
the RTS application, is a non-rural area.

c. Are there any other broadband providers in the Marion, KS area? Ifso,
please identify the other broadband providers in Marion, KS.

At the time we applied, we did not believe there was adequate broadband service in Marion KS
as described in the RUS Broadband Initiatives Program. There were four providers: Eagle
(DOCIS 1.0-2.0), AT&T (DSL), Tri County Telephone (wireless internet), and DTN (wireless
Internet). Among other things, we believed that although there were four providers in Marion,
the providers were not meeting the minimum broadband speed goal set out in the NOFA
(broadband service at the rate of 5 Mbps combined) and we considered it to be “underserved” as
opposed to Hays which we believe has service that meets and exceeds the minimum broadband
goals.

d. Itis my understanding that Eagle withdrew its application for this
project. Please explain why Eagle withdrew.

That is correct. We received private financing for most of our project and therefore withdrew the
application.

7. Please specify the speed(s) and price(s) offered by Eagle Communications for
broadband Internet service prior to July 2009. Please specify the same information
after July 2009.

a. Abilene Cluster- Pre July 2009 256K/256K @ $22.95 and 768K/512K @ $25.95
2MB/512K $39.95

b. Abilene Cluster Post July 2009 256K/256K @ $22.95 and 768K/512K @ $25.95
3MB/512K $39.95.

c. Abilene Cluster Current: 1MB/512K @ 25.95, 6MB/512K @ 42.95, 10MB/512K
@ 49.95

d. Hays Cluster Pre July 2009: 256k/256k @ 19.95, 768/512k @ 22.95, 3MB/512K
@ 39.95, 6MB/512K @ $49.95
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e. Hays Cluster Current: 1MB/512K @ 22.95, 6MB/512K @ 42.95, 10MB/512K @
49.95, 20MB/512K @ 79.95, S0MB/512K @ 99.95, 100M+ fiber connections
quoted on request

For all packages above: Additional upload speeds available. 100M+ fiber connections quoted on
request. Packages a,b, and d are listed with bundled pricing, ala carte $10 more per month.

8. During the hearing, over 20 letters from community members in support of Rural
Telephone Service Company’s application were submitted into the official record. Do you
have views as to why the RTS application received such broad support in Hays, Kansas?

I do not know why these community members submitted letters to RUS, nor do I know what
steps RTS took to encourage those letters to be submitted.
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FRED UPTON, MICH!GAN HENRY A, WAXMAN, CALIFORNIA
CHAIRMAN RANKING MEMBER

ONE HUNDRED TWELFTH CONGRESS

Congress of the United States

TBouge of Representatives

COMMITTEE ON ENERGY AND COMMERCE
2125 Ravaurn House Orrice BuiLoing
WasHineTon, DC 20515-8115

Miagjority {202) 226-2927
Minarity {202} 225-3841

March 3, 2011

The Honorable Phyllis K. Fong
Inspector General

U.S. Department of Agriculture
Room 117- W Jamie Whitten Bldg.
1400 Independence Avenue, S.W.
Washington, D.C. 20250

Dear Ms. Fong:

Thank you for appearing before the Subcommittee on Communications and Technology on
February 10, 2011, to testify at the hearing entitled “ARRA Broadbaud Spending.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions to witnesses, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and then (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions by mail by the
close of business on Friday, March 11, 2011, Please also e-mail your responses to the Legislative Clerk
in Word format at Allison.Busbee@mail house.gov.

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincerely,

Greg Wilgen

Chairman

Subcommittee on Communications and Technology

cc: The Honorable Anna G. Eshoo, Ranking Member,

Attachments
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T W. n

(1) Mr. Walden: Do you think it would be helpful if the standards and process for
de-obligating funds were less ambiguous and consistent for both agencies and the
respective OIG? Under current law, is the decision to de-obligate funds by the RUS and
NTIA Administrators discretionary? Is there a clear standard? Could an award recipient
continue to spend money even if you have found waste, fraud, or abuse, and even if you
have recommended remedial action? If the standards are subjective, won't that potentially
cause unfair outcomes for grant recipients in the different programs based on which
standard is applied to them?

Response: Qur 2005 audit report addressed this issue in part. In our report, we stated that
RUS established a general policy that broadband service providers have up to 3 years to
draw down all obligated funds. This period is not statutory or regulatory in nature and,
according to RUS, depends on the grantee’s or the borrower’s project needs. According to
RUS, appropriations bills generally authorize the agency to de-obligate and re-obligate
funds during the life of the bill; and there were no limitations on this authority for the
Broadband Initiatives Program (BIP) program in the Recovery Act, The Recovery Act
allowed for obligations from February 17, 2009 through September 30, 2010 and all BIP
obligations occurred during this timeframe. For information regarding NTIA’s authority to
de-obligate funds, we recommend contacting the Department of Commerce.

Under current law, the decision to de-obligate funds by RUS Administrators is
discretionary. It is our understanding that when RUS suspects that a grantee or borrower
has committed fraud, it ceases additional funding of the project until the issue is resolved.
RUS will cease funding to broadband recipients if it has cause, such as those identified via
RUS’ own internal reviews or OIG reviews that disclose fraud, waste, or abuse. Ifa
completed review demonstrates that funds have been improperly used or fraud has
occurred, then RUS may take actions to de-obligate any unused or non-expended funds.
The recipient, however, may continue its operations and fulfillment of the RUS loan or
grant purposes to the extent that RUS determines it to be in the Government’s best interest.

We have not performed audit work to assess whether unfair outcormes between RUS and
NTIA for ARRA broadband funding could occur.

(2) Mr. Walden: When you make a recommendation on how a program might minimize
waste, fraud, or abuse, are they always implemented in a timely fashion, or at all? Do
you think a congressional reporting requirement like in the staff discussion draft would be
helpful? Should we also set a deadline for the program administrators to make a decision on
your recommendations?

Response: Typically, our recommendations are implemented after a period of time or
when alternative corrective actions agreed to by OIG are implemented by the agency.
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They are not, however, always implemented timely. For example, in our 2005 audit RUS
wanted to postpone implementing our recommendations until the completion of the 2008
Farm Bill. RUS wanted the delay in order to facilitate the coordination of our
recommendations with the broadband provisions in the legislation. We agreed to the
requested postponement; 10 of the 14 recommendations remain open.

Congress has already put in statute a 6-month deadline for heads of Federal agencies to
come to management decisions on all findings and recommendations set forth in an audit
report.’ Additionally, OIG currently reports to Congress on the status of unresolved
recommendations (those without agreed-to corrective actions within 6 months of report
issuance) in its Semiannual Reports to Congress, as of March 31 and September 30" of
each fiscal year. Full implementation of the agreed-to corrective actions is called final
action. If agreed-to corrective actions cannot be reached with 135 to 150 days after report
issuance, our office may elevate the issue to the respective Under Secretary or Deputy
Secretary. According to Departmental Regulation 1720-1, final action should be completed
within 1 year of the date of management decision to preclude being listed in the
Department’s annual Performance and Accountability Report. Based on these statutory and
regulatory requirements, we do not think additional Congressional action is necessary
regarding implementation of our audit recommendations.

(3) Mr. Walden: Does the fact that 25 percent of the applications granted went to
entities that have never been a recipient of Federal grant monies increase the risks of
fraud, waste and abuse? How significant are those risks?

Response: There is the possibility of an elevated risk of fraud, waste, and abuse with
applicants that do not have a history of performance on Federal assistance awards. Due
diligence, outreach, training, monitoring, and oversight on the part of RUS during the life of
the grant would be necessary to mitigate such risks.

(4) Mr. Walden: The program rules allow for modifications of projects. Do your
respective agencies have a process in place to notify the public of significant
modifications of project plans? For example, is there a challenge period before
modifications are adopted? Do you have an oversight role for project modifications?
What happens to the obligated money if a modification is not approved?

Response: Our September 2005 audit report did not focus on a review of the project
modification process. However, we found that one grantee made a material change to the
system design and scope of work without notifying the agency. The grantee had been
required to notify the agency about the material change according to agency policies and
the grant agreement. We recommended that RUS recover the $1.9 million that was
advanced to this grantee and de-obligate the remaining $762,000 in grant funds. This topic
will be considered as we plan our upcoming broadband work.

(5) Mr. Walden: Are you looking at the size of awards and their consistency with the

" See Pub. L. No. 104-106, §810, February 10, 1996,
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overall program goals? For example, does it make sense that the RUS awarded $100
million split between a grant and a loan for one project in a Kansas town of 23,000
households already served by two broadband providers, compared with $50 million in
total awards for the entire state of Oregon?

Response: The relative dollar amount or size of broadband loans or grants was not part of
our 2005 and 2009 audit scope. In our upcoming work on broadband, we will explore the
feasibility of assessing the amounts of obligations relative to the numbers of households
served.

(6) Mr. Walden: If you find that an award recipient is using the funds to build in an area
not approved for the project, what steps do you take or require the agency to take? Do you
have authority to prohibit funding in that area? Does the agency have to abide by any
recommendations or findings you make? What action would it trigger from your office?

Response: If we found that an award recipient was using funds to build broadband capacity
in an area not approved for the project or in an ineligible rural area, we would report the
finding to RUS as an unauthorized use of funds. If RUS agrees with our finding, it is
required by Rural Development regulations to classify the funding as unauthorized and
initiate immediate recovery efforts. If RUS does not agree with our finding or
recommendation, we could elevate the issue for decision to the Undersecretary for Rural
Development and then to the Deputy Secretary of Agriculture. A decision by the Deputy
Secretary would constitute the Department's final decision.

(7) Mr. Walden: Ms. Fong, your 2005 audit of the existing RUS broadband program
found that 66 percent of the projects were in areas with preexisting access even though
the law requires funds to be used first for eligible rural communities in which broadband
service is not available to residential customers. Your 2009 audit found that 34 of the 37
approved applications were in areas with at least one broadband provider. Is there a
pattern of overbuilding? Do you think anything has changed? What are your concerns
with the broadband loan program going forward?

Response: Our 2005 and 2009 audit reports did not specifically conclude that there was a
pattern of overbuilding. However, we do have concems related to final action not being
achieved on recommendations in our 2005 report, as summarized in our 2009 report, that
address the conditions in your question.

It should be noted that 2 of the 10 unresolved recommendations directly address this issue
but have yet to be implemented by RUS. Those recommendations are:

e Cease providing loans to competing broadband providers until RUS has
reviewed past loans made in competitive environments. That review should
determine if these loans have given funded providers an unfair financial
advantage over those without RUS funds, or have otherwise adversely and
materially affected the success of these loans; and
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¢ RUS should determine if its practice of issuing loans to competing
broadband providers should continue and take appropriate action.

As we conduct our upcoming audit of RUS” broadband initiatives, we will determine what
alternative corrective actions RUS implemented to mitigate the risks of overbuilding or
creating unfair competitive environments for broadband projects.

(8) Mr. Walden: Ms. Fong, your 2009 audit reported that 10 percent of RUS
broadband funding between 2001 and 2008 was de-obligated. You also determined 11
loans totaling $48 million were in default. Would you expect a similar de-obligation rate
for this program? What was the most common reason loans went into default or were de-
obligated? Do you believe RUS lending practices — which you highlight, were
predominantly not going to the remote locations ~ were a contributing factor in their high
rate of de-obligations and default?

Response: We stated in our 2009 report that the reasons why some broadband borrowers
had their funding de-obligated included:

e Companies decided to change the planned technology (requires a new
application);

* Companies were unable to meet the credit support requirement; and

* The effect of increased competition, business plan changes, and an inability
to meet market penetration goals.

During the implementation of RUS’ Recovery Act Broadband Program, we did not see any
evidence that would lead us to believe that the default rate for RUS broadband loans would
be any lower than it had been prior to the Recovery Act. To mitigate the risk of defaults,
we are aware that RUS has contracted with a consulting firm to assist its loan specialists to
better review and assess applications for RUS” Recovery Act broadband funding for
eligibility and credit worthiness.

(9) Mr. Walden: Ms. Fong, the statute authorizes the RUS to use BIP funds for a
project as long as at least 75 percent of the project area is rural. Of the BIP funds -
allocated to date, how many projects include project areas that are not rural? Of those
projects areas that are not rural, how many would be considered urban?

Response: We have not yet performed audit work related to broadband projects funded by
the Recovery Act. RUS informed us that about $600 million of the $3.3 billion obligated
for Recovery Act broadband projects involved projects that provided service to both rural
and non-rural areas. We plan to verify this information during our upcoming audit of
broadband activities.
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Ihe Honorable Henrv A, Waxman

(1) Mr. Waxman: During your testimony you stated that because GAO was conducting
a multi-department review of broadband that included USDA, your office decided it
would not review relevant Recovery Act programs until GAO had finished its work.

a. Please describe the level of collaboration between GAO and your staff prior to,
and during, your review of the broadband programs.

b. Please also describe the level of collaboration between your staff and GAO after
the GAO reports were issued.

c. Please describe the level of collaboration between you and GAO since the
Recovery Act programs concluded on September 30, 2010.

d. Please describe the level of collaboration between you and GAO since the
hearing.

Response: When the Recovery Act was passed, USDA OIG initiated audit work for all
programs receiving Recovery Act funds. That included planned work in the RUS’
broadband program. When GAO took the lead on broadband work, we coordinated with
GAO on numerous occasions and shared our continued assessment of RUS’ broadband
program.

During that initial period, we coordinated with GAO to determine their plans for Recovery
Act broadband review(s) and to discuss our prior audit coverage and results. We found that
many of the objectives of our planned review of RUS’ Recovery Act broadband funding,
including follow-up to our 2005 and 2009 audit report findings and recommendations,
would be included in GAQ’s scope of work on this program. Since we had recently
performed our second audit of RUS’ broadband program in 5 years and because GAO was
planning similar work, we deferred to GAO for the initial audit work on RUS’ Recovery
Act broadband program. )

After RUS finished awarding all of its Recovery Act broadband funds, we reviewed the

results of GAQ’s audit reports on the Recovery Act broadband programs. Based on this
review, we have refined our objectives for planned future audit work on RUS” Recovery
Act broadband program to build on the existing work performed by GAO and to further

explore conditions identified by GAO.

In addition, our collaboration continued with GAO as we prepared for this hearing and we
will continue our collaboration with GAQ, the Federal Communications Commission, and
Commerce OIG as we conduct future broadband work.
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March 18, 2011

The Honorable Greg Walden

Chairman

Subcommittee on Communications and Technology
Committee on Energy and Commerce

United States House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

On February 10, 2011, we testified before the subcommittee on the topic of ARRA Broadband
Spending. This letter transmits our responscs to the subcommittee’s questions for the record.
After consulting with committee staff, we have answered the questions that we could from our
oversight perspective, and suggest that the remaining questions would be best referred to the
program office at NTIA.

If I can be of further assistance, please contact me at (202) 482-4661.
th/Ctzrgly,

Todd J. Zinser

Enclosure

cc: Ranking Member Anna G. Eshoo
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Enclosure:

Department of Commerce Inspector General’s Testimony Before the House Committee on
Energy and Commerce, February 10, 2011
Office of Inspector General (OIG) Responses to Questions for the Record

The Honorable Adam Kinzinger

1. The first stated purpose of the ARRA is to preserve and create jobs and promote
economic recovery in the U.S. Nevertheless, some of that stimulus money has been
awarded to foreign companies—denying U.S. companies contracts which could create
jobs. Can you tell us how much money has been awarded to foreign companies? What
was the rationale for doing so? In those cases, were U.S. owned companies competing
for these contracts? Please analyze both grantees and their subcontractors in answering
this question.

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.
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2. Stimulus funds were intended to get “shovel ready” projects underway in short term
(2 years) and not over a longer (4-5 year) period. How many contracts have been
awarded to stimulate jobs in the short term? How many contracts have been awarded
which cannot be expected to stimulate the economy and job market because it will take
a longer term to get systems up and running and deployed?

The Broadband Technology Opportunities Program (BTOP) is a competitive grant program
that was authorized by the American Recovery and Reinvestment Act of 2009. The National
Telecommunications and Information Administration (NTIA) established BTOP from
scratch, including developing grant program rules and regulations, coordinating activities
with other departments and agencies such as the Department of Agriculture and Federal
Communications Commission (FCC), and awarding grants. BTOP’s grant application
process led to NTIA not making its first awards until Decewnber 2009. To help administer the
program, NTIA awarded a contract to Booz Allen Hamilton, which at times provided
approximately 200 staff to support the project. In total, NTIA awarded around 230 grants
worth about $3.9 billion to build broadband infrastructure networks, establish or expand
public compnter centers, and encourage sustainable broadband adoption.

Only about 5 percent of broadband funds have been spent so far. However, spending will
increase in the coming months, as most of the BTOP awards—about 70 percent of the

$3.9 billion—were made between July and September 2010 and grantees have a limited time
to complete projects. It is to be expected that most funds have not yet been spent, given that
most of the funds are associated with infrastructure projects. Many of these projects require
environmental assessments, which can take as long as 6 months to complete, and grantees
have limited access to the grant funds until the assessments are finished. The BTOP-funded
projects are to be substantially complete (i.e., having met 67 percent of their milestones and
received 67 percent of their funding) within 2 years and complete within 3 years following
the date of the issuance of the grant award. In the coming months, grantees will begin
awarding contracts for the equipment and construction needed to complete projects.
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3. What technologies are there which can actually deliver an up and running system
within the short term (2 years), thus carrying out the intent of the stimulus programs.
What technologies are only in the pioneer or early development stage and cannot
deliver an up and running system in the short term?

Before the BTOP projects were selected for award, the technologies proposed by grantees
went through a due diligence process to verify feasibility and readiness for deployment. In
addition, program rules require projects be substantially complete within 2 years and
complete within 3 years following the issnance of the grant award.

The infrastructure technologies that are currently ready and being deployed include the
following:

Wireless broadband technologies. Most of the grantees are focusing on fourth-generation
{4G) technologies, such as Long-Term Evolution (LTE) and Worldwide Interoperability
for Microwave Access (WiMAX), for building broadband infrastructure. Both of these
technologies are currently being offered by all major wireless service providers in the
country. Also, many equipment manufacturers, such as Motorola, are already producing
equipment for these technologies.

Fiber-optic technologies. Fiber-optic technologies are the most reliable and widely used
technologies available today. The technology is ready and deployed in most cities in the
United States. Fiber has traditionally been deployed in urban areas where demand has
been high, but due to BTOP funding, the grantees are proposing to take fiber out to more
remote areas.

Other fiber technologies. Digital Subscriber Line (DSL), cable, and Broadband over
Power Line (BoPL) are some other examples of fiber-based broadband technologies that
are well developed and in current use. i

Satellite-based Internet service providers (ISPs). Satellite-based ISP service is currently
available nationally.
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4. There are rules governing what types of changes can be made to a proposal following
awards. What are the rules governing those changes? How many instances of post-
award change requests have there been? How many have been approved? How many
have been denied? What is the nature of these changes? Describe any patterns that may
exist in these change requests. For example, is there a pattern of requests for a major
technology change in the post award period? Does there seem to be a pattern indicating
that the changes have been instigated by a competitor who lost out when the award was
made?

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.
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5. Im analyzing post-award change requests, do the changes sought appear to lead to cost
overruns and delays in setting up systems, or do they save money and speed up
delivery? Is the post-award modification process transparent? Does the public, grantee
partners/subcontractors find out if changes are requests and for what reason? What is
the process for appealing such modification requests?

We believe this is a programumatic question and therefore would be best answered by the
agency responsible for administering the program.
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6. Shouldn’t there be a “de minimis” rule for post-award changes? For example, it is
presumed that the Agency did a thorough job of analysis and made its award based on
that analysis. Allowing a major change such as a complete change in technology after
the award would not seem warranted absent extraordinary extenuating circumstances.
A de minimis rule would mean that only minor and/or technical changes would be
allowed. Are there any instances in which major changes have been allowed post-
award?

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program,
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7. Itisimportant that government money is not misused and spent on over building 4G in
areas where there is already coverage from multiple vendors. Any grant process should
include a check that the build does not overlap with existing infrastructure and that any
new structures that can be used for rural broadband must be available for sharing by
both public safety and local/rural operators. Will such safeguards be put in place?

During the BTOP application process, NTIA performed due diligence in several ways to
prevent overlapping coverage. Overall, while reviewing grant applications NTIA looked for
projects that would provide affordable broadband coverage in areas where need was
demonstrated. For many awards, NTIA considered project recommendations made by state
governors’ offices. Competitors were also given opportunities to contest the network
coverage proposed in particular areas. Community anchor institutions, such as schools,
libraries, and public safety entities, sent NTIA letters of support to demonstrate the need for
coverage in their areas. These techniques helped NTIA assess the value of individual projects
and ensure that there would be as little overlap in coverage as possible.

We have been informed that NTIA is currently analyzing overlap with areas funded under the
United States Department of Agriculture’s Broadband Initiatives Program (BIP) to identify
whether duplicative federal funding was given for these projects. Once any areas of overlap
have been identified, NTIA and BIP should take corrective actions to eliminate it. In the near
future, as a part of the BTOP program, NTIA plans to evaluate incoming complaints about
overlap and perform overbuild analyses on a case-by-case basis.

A new broadband mapping tool developed by NTIA (in collaboration with FCC) could be
used to aid in an overbuild study. As a part of the ARRA funding, approximately

$300 million (to be spent over 5 years) was given to NTIA to develop and maintain a
publicly available national broadband map (www.broadbandmap.gov). This map will be
updated over the next 5 years, as new broadband services become available. The purpose of
the map is to identify where broadband coverage is available in the United States and which
providers offer service in any given region.
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8. To ensure that grantees do not waste money on solutions that do not interoperate, any
new build should be based on 4G technology as defined by IMT-2000 and IMT-
Advanced technologies. This means WiMAX and LTE. Innovation is driven by choice
and competition. Will the government ensure that only standards-based, interoperable
solutions are permitted?

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.
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9. Providing coverage in Rural Areas using 4G technology will require the use of both
Fixed and Mobile user devices. Fixed devices can provide greater ranger in very rural
situations. Fixed networks in low density areas must be economical and cannot be
burdened by excessive overheads (e.g., large mobile network core IP routers). Will the
process of Grants and Loans ensure that inappropriate and overly costly solutions not
suited for low density areas are excluded? Will the government include a2 maximum
investment per end user metric to ensure this money does not build expensive white
elephants that provide service to only a handful of users?

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.



299

10. Rural users have long suffered by very slow broadband services pretending to be
broadband, but which in truth are less than 1 Mbit/s and/or massively over contended.
To mitigate that problem, will there be a definition of broadband that guarantees
minimum service speeds and sharing or contention ratios? Will this initiative ensure
that services at speed 10 Mbit/s or higher are available to rural users?

‘We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.

10
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11. Public safety networks must be uplink centric, enabling users to send data as well as
download data. Most carrier networks are downlink centric, designed for streaming
YouTube or similar services. This arrangement is inappropriate for Public Safety
where the majority of traffic is sent from the first responder back to the network (such
as mobile CCTV). Will the government ensure that any networks built are focused on
uplink services that meet the real needs of first responders and do not adopt carrier
solutions that, whilst are 4G, still cannot provide the uplink capacity and services
required?

We believe this is a programmatic question and would therefore be best answered by the
agency respoensible for administering the program.

11



301

The Honorable Greg Walden

1. Mr. Zinser, when you make a recommendation on how a program might minimize
waste, fraud or abuse, are they always implemented in a timely fashion, or at all? Do
you think congressional reporting requirements like in the staff discussion draft would
be helpful? Should we also set a deadline for the program administrators to make a
decision on your recommendations?

In our view, it is not necessary to include a congressional reporting requirement in new
legislation or to set a deadline for program administrators to make a decision on our audit
recommendations. The Inspector General Act of 1978, as amended, already requires reports
to Congress twice a year on the status of our audit resolutions, including those not resolved in
a timely manner. Commerce’s Audit Tracking System follows the implementation of all
audit recommendations we issued to the Department and its operating units. The system
enables us to see the Department’s progress in implementing our recommendations. Also, the
Department is responsible for annually reporting the implementation status of our
recommendations in its Performance and Accountability Reports.

However, if the subcommittee’s interest is to have specific reports about recommendations

pertaining to programs under their jurisdiction, a separate reporting requirernent may be
preferable.

12
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2. Does the fact that 25 percent of the applications granted went to entities that have never
been a recipient of Federal grant monies increase the risks, of fraud, waste and abuse?
How significant are those risks?

Yes, while inexperienced grant recipients are likely to encounter challenges complying with
BTOP rules and guidelines, their lack of experience may also translate into an increased risk
of fraud, waste, and abuse. We believe a combination of opportunity, incentive or pressure,
and fack of monitoring also creates a greater risk of fraud, waste, and abuse within BTOP.

Therefore, NTIA must have an effective approach for monitoring its grantees. In our
November 2010 report titled Broadband Program Faces Uncertain Funding, and NTIA
Needs to Strengthen Its Post-Award Operations (report no. OIG-11-005-A) we identified
several ways that NTIA needed to strengthen its post-award monitoring activities, including
improving the oversight of agreements it made with the National Institute of Standards and
Technology and the National Oceanic and Atmospheric Administration grants offices to
administer BTOP awards, strengthening its documentation of BTOP policies and procedures,
and completing award monitoring in a more timely and efficient manner.

As part of our outreach efforts, our Office of Audit and Evaluation and Office of
Investigations have provided training to NTIA staff and recipients on monitoring activities,
including subrecipient monitoring and fraud awareness.
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3. You identified some of the risks with programs like BTOP and BIP: bankruptcies, false
claims, product substitution, substandard products, and subcontracting. Based on your
experience, what percentage of these grant awards can be expected to have problems
with waste, fraud, and abuse? What percent of the awarded funds would you expect
will go unused or be reclaimed?

We believe this is a programmatic question and would therefore be best answered by the
agency responsible for administering the program.

14
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4. The program rules allow for modifications of projects. Do your respective agencies have
a process in place to notify the public of significant modifications of project plans? For
example, is there a challenge period before modifications are adopted? Do you have an
oversight role for project modifications? What happens to the obligated money if a
modification is not approved?

We believe this is a programmatic question and therefore would be best answered by the
agency responsible for administering the program.

15
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5. Mr. Zinser, you state you will now look at high-risk projects and determine whether
they stay on schedule, stay within costs, and provide appropriate technologies to meet
program objectives. What do you mean by "appropriate technologies"? What action
would you take if you determined a project was not on schedule or within costs? How
far can a project go with cost overruns before it can be halted if we want te prevent
wasteful expenditures?

During the application process, BTOP applicants submitted proposed technology approaches
and detailed budgets identifying the costs associated with their projects. Applicants proposed
technologies ranging from routers, switches, optical nodes, and LTE antennas for
infrastructure projects to computets, printers, scanners, and software for public computer
center projects. As part of our oversight, we plan to conduct periodic visits to some of the
sites using these technologies (or examine a sample of sites as part of our audits), at which
time we will verify whether the equipment purchased by the grantee is consistent with what
was submitted to and approved by NTIA. We will also assess whether the purchased
equipment is obsolete, which could jeopardize the success of the project and would also be
wasteful spending.

NTIA has developed several methods to monitor grant recipients’ performance. Recipients
are required to file quarterly and annual ARRA reports, performance reports, and SF-425
financial reports to assess the overall financial management and health of each award, to
ensure BTOP fund expenditures are consistent with the recipient’s anticipated progress, to
monitor expenditures assuring that all costs are allowable, and to identify and mitigate areas
of concern or risk to project completion and success. When a recipient’s performance
becomes a cause for concern, NTIA works with the recipient to create perfonnance
improvement plans. While we do not believe firm thresholds for cost overruns have been
established, part of our oversight will be to determine whether NTIA s program and grants
offices have established adequate processes to identify and correct cost overruns before they
occur.

To supplement NTIA’s oversight, we will routinely monitor the bureau’s reports and
communicate with the BTOP and granis offices to identify any significant variance from
established targets. If we identify projects that are not on schedule or within cost, we will
coordinate with these offices to determine whether prudent actions—which could range from
recommending the grantee follow an improvement plan to suspending the award—have been
taken by NTIA and/or the grants office to address recipient performance. If they have not, we
will work with the offices to determine an appropriate course of action.

16
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6. Mr. Zinser, I understand auditing grants at this time is difficult because even though
the money has been awarded, many projects haven't started and few funds have
actually been disbursed. What are you planning to do to ensure taxpayer money is not
misspent and that NTIA conducts vigorous oversight of the recipients? How long will it
take to determine whether problems are developing and how well the program and its
oversight are functioning?

Of all the ARRA programms being managed by the Department’s operating units, BTOP
presents the largest risk. Therefore, we have been proactive in our oversight since the
program began. This approach has allowed us to immediately identify problems and make
recommendations for improvements. As part of our oversight, we have identified concerns
with program office staffing levels, which could adversely affect their ability to adequately
handle applications and the post-award process; difficulties encountered with the first-round
application process; the need to strengthen its policies and procedures; and lack of future
funding for award monitoring.

We plan to continue our proactive oversight of BTOP. We are currently auditing the
effectiveness of NTIA’s award monitoring techniques. These techniques include desk
reviews, which involve NTIA review of project and financial status information, and site
visits, in which NTIA staff observe BTOP projects firsthand. And, as I discussed in my
written testimony, our audit work for FY 2011 will assess whether the program’s goals are
being met and whether appropriate steps are being taken to ensure funds are not misspent.
We plan to review program-specific issues such as matching share and subrecipient
monitoring as well as complaints and identified risks.

Future OIG oversight activities continue to be planned and may include the following:

e Assess NTIA’s oversight of the Booz Allen Hamilton contract supporting BTOP
implementation (and audit claiins made by BAH under the contract);

o Identify high-risk projects to determine whether they are on schedule, staying within
costs, and providing appropriate technologies to meet program objectives;

¢  Submit recipient information to the Recovery Operation Center to screen recipients using
risk models to determine where to focus our audit efforts;

e Perform award-specific reviews in response to credible complaints regarding significant
issues;

e Review audit reports prepared by independent accountants to determine whether audit
findings result in disallowed costs that should prompt return to the Department of
Treasury;

o Conduct site visits to observe the performance of BTOP projects (and assess whether the
technology implemented is fully operational and meets grant terms); and

e Review programmatic issues, such as recipient match, that will likely have an impact on
multiple awards.

17
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7. Mr. Zinser, for the second funding round, the NTIA eliminated the requirement that
infrastructure projects target unserved or underserved areas. Does this present any
additional risk to the program awards now that many are going to areas with existing
service?

As it awarded funds to applicants in areas with existing service, NTIA analyzed whether each
proposed funded service area was either unserved or underserved. In cases where there were
existing providers in a proposed service area, NTIA relied upon letters of support from
community anchor institutions and other stakeholders within the service area to determine the
level of need for additional broadband infrastructure. Endorsements from governors and
elected officials were also taken into consideration.

Through its due diligence process, NTIA confirmed the viability of these projects and their
advancement of ARRA goals. Therefore, we do not foresee the elimination of the unserved
or underserved requirement will present additional risk to the program.
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The Honorable Henry A. Waxman

1. Section 3 of the draft legislation requires NTIA and RUS to notify both the House and
Senate Commerce Committees whenever they receive a notification from an OIG or
GAO that a grant recipient has “demonstrated an insufficient level of performance or
has engaged in wasteful or fraudulent spending.”

a. Do you have any concerns with this type of nofification process?

My office has no specific concerns about this type of notification. Such notification would
provide a mechanism for the committees to stay apprised of significant issues that arise on
these projects. We would advise, however, that the notification criteria be designed narrowly
enough to limit the notifications to specific high-risk matters.

b. Will you still be able to continue with the investigation, especially investigations into
potentially criminal activities such as fraud, if your notification to the NTIA will be
made public?

We do not make open investigations public, and there are privacy concerns relating to
naming the subjects of investigation at any time, whether the investigation is open or closed.
Any notification pertaining to criminal investigations would need to be general enough to
avoid compromising the investigation process or the privacy of the individuals involved.

19
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The Honorable Diana DeGette

1. Based on what you have seen, do satellite based internet service providers present a
better way to prevent overbuilding in unserved areas? Do satellite based ISPs offer any
inherent benefits when it comes to monitoring and overseeing grant programs on this
scale and maintaining program integrity?

Theoretically, a satellite system would be the quickest way to deploy large-scale coverage in
purely unserved areas while preventing overbuilding. However, satellite-based ISPs have
limitations when it comes to smaller, denser population areas; they also have poorer records
of reliability and lower service quality than wireless ISPs or fiber-based networks.

In general, satellite ISP service provides bandwidths in the range of 256 kilobits per second
(Kbps) to 5 megabits per second, depending on peak or non-peak-hour traffic. Because the
second NOFA required the minimum data rates for broadband to be 768 Kbps for downloads
downstream and 200 Kbps for uploads, it would be difficult for satellite-based [SPs to truly
qualify as broadband during peak hours. Therefore, most BTOP applicants did not select
these technologies because they did not support one of the main purposes of the funding—to
“stimulate the demand for broadband, economic growth, and job creation” in economically
distressed areas. Since no satellite-based ISPs received BTOP funds, we cannot state
definitively whether they would have provided any inherent benefits to the grant
management process.

20
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