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April 13, 2009

ALASKA FEDERATION
OF NATIVES

UNITED STATES DEPARTMENT OF COMMERCE
National Telecommunications and Information Administration

UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Utilities Service

Re:  Alaska Federation of Natives’ Comments In the Matter of American Recovery
and Reinvestment Act of 2009 Broadband Initiatives

Docket No. 090309298-9299-01

To Whom It May Concern:

Attached please find Comments prepared by the Alaska Federation of Natives (“AFN")
in the matter of American and Reinvestment Act of 2009 regarding Broadband
Initiatives, found in Docket No. 090309298-9299-01. AFN is the largest umbrella
organization for Alaska Natives. Its membership includes 178 villages (both federally-
recognized tribes and village corporations), 13 regional Native corporations and 12
regional nonprofit and tribal consortiums that contract and run certain federal and state
programs. AFN is governed by a 37-member Board, which is elected by its membership
at the annual convention held each October. The mission of AFN is to enhance and
promote the cultural, economic and political voice of the entire Alaska Native

community.

If implemented successfully in remote and rural Alaska Broadband Initiatives in this
docket will have an enormous, positive impact upon the lives and living conditions of
Alaska Native peoples living in rural Alaska. We strongly urge you to fully consider
AFN’s views and incorporate them into the guidelines that you provide.

Thank you for your consideration. If you have any questions concerning our comments,
please do not hesitate to call me at 907-274-3611.

Sincerely,

Ty
Nelson N. Angapak, Sr.
Vice President
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Executive Summary of the Alaska Federation of Natives’ Comments In the Matter of
American Recovery and Reinvestment Act of 2009 Broadband Initiatives
Docket No. 090309298-9299.01

Rural villages in Alaska are geographically remote from urban areas and are “rural” in every
respect, as there are no interconnecting roads or genuine broadband connectivity on which to
base employment, improved health care, and expanded educational opportunities. Internet and
other telecommunications in rural Alaska are provided through satellite links. Satellite service
has a small throughput, and can barely handle audio streaming (much less video streaming),
which is essential for robust and effective telemedicine, distance learning, and economic
development. This is in sharp contrast to urban America, where reliable, state-of-the-art fiber
allows for these applications directly -- or from hubs. In addition, not only is current satellite-
based Internet service inadequate to handle today’s broadband applications as well as
tomorrow’s, but it is subject to weather, sun spots, and other frailties and can be afforded by only

a few.

NTIA and RUS should approach broadband deployment as a national endeavor
comparable to building the interstate highway system in the 1950s and 1960’s, and encourage
large scale projects — such as deploying fiber optic cable up the coast of western Alaska— that
will link large geographic areas and thousands of rural residents to the fiber optic connectivity in
Anchorage and beyond. In this manner, the ARRA can make a one-time capital investment that
will make broadband available to a very large geographic swath of consumers, all of whom are
currently unserved. Therefore, NTIA’s selection criteria should first fund fiber optic cable
backbone facilities that can extend true broadband to the largest geographic area in rural Alaska

that is now unserved.

“Unserved” should be defined to mean an area without any broadband service at all, or
having access only to dial-up service or service that is dependent on a satellite. “Underserved”
should mean an area with broadband service that is not comparable to what is available in urban

areas.

Rural Alaska contains the most remote and isolated communities in the United States.
Many of its villages and communities are, in some respects, still emerging from 3™ World
conditions. Its teenage male suicide rates are alarmingly high, and are caused, in great part, by
lack of job opportunities and the self-esteem that comes from hard work. In villages of 100 to
800 people, there are usually only a handful of paying jobs, with the result that unemployment in
such areas routinely ranges from 20% to 90%. Rural Alaska has some of the highest poverty
rates of any place in the Nation. There is nowhere else in America that faces the combination of
such high unemployment, poverty, near absence of paying jobs, and geographic and
telecommunications remoteness as rural Alaska . . . nowhere.

So many of ARRA’s goals would be achieved by the construction of a fiber optic
backbone to serve rural Alaska, as it would provide access to all-weather, reliable, broadband
service to consumers residing in essentially unserved areas of the United States; and provide
broadband education and support to schools, libraries, medical and healthcare providers,
university campuses in rural Alaska, and other community support organizations including tribal
governments that provide vital social services to low-income, unemployed, aged and otherwise
vulnerable populations. Additionally, and most critically, broadband would create jobs in areas
where there are none - some of which would be immediate. Access to real broadband means that
rural Alaska can for the first time effectively participate in the regional, state and national
economies.
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These comments are prepared by the Alaska Federation of Natives (“AFN”). AFN is the
largest umbrella organization for Alaska Natives. Its membership includes 178 villages (both
federally-recognized tribes and village corporations), 13 regional Native corporations and 12
regional nonprofit and tribal consortiums that contract and run certain federal and state programs.
AFN is governed by a 37-member Board, which is elected by its membership at the annual
convention held each October. The mission of AFN is to enhance and promote the cultural,
economic and political voice of the entire Alaska Native community,

In the comments below, AFN responds to the joint request of the National
Telecommunications and Information Administration (“NTIA”) and the Rural Utilities Service
(“RUS”). In order to establish the framework for its responses to the NTIA/RUS questions,
AFN’s comments start with important background information. Alaska's villages are
exceedingly rural and remote. In fact, while Alaska is part of the United States, rural Alaska has
only limited similarities with the 48 contiguous states in many respects.

The differences between rural Alaska and rural communities elsewhere in the United
States are so stark and substantial that we suggest that a major federal investment will be
required to adequately fund the construction of a fiber optic broadband pipe to the largest
geographic area comprising rural Alaska. We believe that, considering the current lack of such
infrastructure, the federal government’s moral responsibilities and trust relationship with and
trust responsibilities to Native Americans, and the enormous potential of such infrastructure,
such a major investment is fully justified and will promote the goals of the American Recovery
and Reinvestment Act (“ARRA”). If such broadband infrastructure were built, rural Alaska
would have, for the first time, real economic opportunities, and could participate in and, in time,
significantly contribute to, the local, regional, state and national economies, while protecting a
unique, but fragile, rural way of life that enriches our entire nation, its heritage and culture.
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Background

A. Rural Alaska is Remote and Unique, and Broadband is Essential to Educational,
Health Care, and Job Opportunities

1. Rural villages in Alaska are geographically remote from urban areas and are “rural”
in every respect, as there are no interconnecting roads or genuine broadband
connectivity on which to base employment, improved health care, and expanded
educational opportunities.

It is important that decision makers have an appreciation for and an understanding of the
uniqueness of rural Alaska. There are 231! federally recognized Alaska Native tribes. In rural
Alaska, subsistence hunting, fishing and gathering is still a predominant way of life and provides
a crucial means by which rural Alaskans put food on the table. Rural Alaska communities have
the highest rates of poverty and unemployment of any group of people in America. Native
villages and communities are not connected to each other by any road system, and, unlike the
rest of the country, there are no major state highways or the interstate highway system.

In addition, unlike many communities in the lower-48, the Alaska Native villages are not
served by any power grid systems for the purposes of distributing electricity. Power is produced
locally, usually at great cost. Alaska Native Tribes, villages and communities are not connected
with one another or the rest of the nation through high-speed, reliable broadband. In fact, rural
Alaska villages are not even connected by road or by broadband with any major city in Alaska.
They are isolated, remote, and face an exceedingly harsh and unforgiving climate and
challenging terrain. The high-speed, fiber optic-based broadband-based service available to most
of the American public in the lower-48 is simply not available in rural Alaska.

Internet and other telecommunications in rural Alaska are provided through satellite
links.2 Satellite service has a small throughput, and can barely handle audio streaming (much
less video streaming), which is essential for robust and effective telemedicine, distance learning,
and economic development. This is in sharp contrast to urban America, where reliable, state-of
the-art fiber optic allows for these applications directly or from hubs. In addition, not only is
current satellite-based Internet service inadequate to handle today’s broadband applications as
well as tomorrow’s, but also satellite links are prohibitively expensive. Non-health organizations
in Alaska’s regional centers have been quoted prices for T1 connectivity as high as $16,000 per
month per site, or about 70 times the rate in Seattle. This is simply unaffordable.

1 Department of the Interior, Bureau of Indian Affairs, “Indian Entities Recognized and
Eligible to Receive Services from the United States Bureau of Indian Affairs, 73 Fed.
Reg.18553-18557 (April 4, 2008). Almost half of the tribes in the nation are located in Alaska.

2 Although individual satellite dishes are a partial solution for households and business that can
afford them, these services are not available everywhere and they suffer deficiencies similar to
those of other satellite-based systems. Alaska is at the edge of the coverage area for these
providers. Even if this were not the case, because of limitations on upload rates, they are
inadequate for web-based businesses, offices with multiple users, and other high-use
consumers.
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As the bandwidth demands of common web applications increase, rural Alaska is falling
farther and farther behind the rest of the United States, whether the metric is jobs, education or
health care. And, if this remains the case, rural Alaska will have no meaningful chance to
participate in the global economy, educational or health care systems and will therefore be,
absent some form of intervention such as the construction of fiber optic cable backbones, simply
left behind as it has been for so long.

2. Distance Learning, Telemedicine, Economic Development

One of the supreme challenges facing rural Alaska is exposing youths and other residents
to high quality and advanced educational opportunities. How that challenge is addressed will
determine in large part the fate of rural Alaska and the fate of the cultures that are represented in
remote regions of the State.

Native youths are graduating from high school at a rate of only 47%.3 Their drop-out
rate is twice that of other students in the United States. Schools with Native enrollments greater
than 80% often have the lowest proportion of schools meeting the Adequate Yearly Progress
benchmarks under the No Child Left Behind Act, and the percent of Native students passing the
reading, writing and math State of Alaska benchmark exams are below all other students in
Alaska. This poor academic achievement cries out to be turned around.

It is only with fiber optic cable backbone that distance learning will have the quality, the
throughput, and the capability to serve such a large area and so many people adequately. The
youths who are able to advance themselves using the benefits of this technology hold the future
of their villages in their hands and their minds.

Rural Alaskans need and deserve competent and improved quality health care that can be
achieved through genuine fiber optic-based broadband installation. While telemedicine in rural
Alaska has made strides in recent years, it remains problematic when based on satellite
telemetry. Consequently, the quality of video, x-rays and other diagnostic scanning being sent
other than by fiber optic cable is still not adequate enough to accomplish the job. If a rural
Alaskan needs more care, in the absence of fiber optic cable-based telemedicine, his or her only
option is to be medically evacuated by air at great cost to a major urban hospital many hundreds
or more miles away.

Additionally, improvement of genuine broadband deployment in remote and rural Alaska
villages would enable the U.S. Department of Veterans Affairs to deliver health care to the
Alaska Native* and non-Alaska Native veterans living in rural Alaska. Twenty percent of the

3 See Alaska Federation of Natives — 2008 Federal Priorities, at 6, found at
http:/fwww nativefederation.or documents/AFN2008FederalPriorities.pdf . The rest of the
statistics in this paragraph are also from page 6 of AFN’s 2008 Federal Priorities.

4 1t is well recognized that, historically, Native Americans including Alaska Natives, have the
highest record of military service per capita when compared with other ethnic groups. More
than 44,000 Native Americans, out of a total Native American population of less than 350,000,
served with distinction between 1941 and 1945 in both the European and Pacific theaters of
war. During the Vietnam era, more than 42,000 Native Americans, more than 90 percent of
them volunteers, fought in Vietnam. Native American contributions in United States military
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veterans in Alaska (14,400) live in remote communities and can be reached only by aircraft or
boats. Of these 14,400 individuals who served our country, approximately half are Alaska
Natives.3 Presently, there is no presence of the Department of Veterans Affairs in rural Alaska.
If there were fiber optic broadband-based telemedicine in remote and rural parts of the state of
Alaska, the VA might well be able to use Internet-based health care services to deliver the health
care to veterans living in rural Alaska. The veterans have earned rights to this service by their
service in the Armed Forces of the nation. This proposed caliber of broadband services could
greatly advance the education and care for veterans in rural Alaska.

Rural Alaska has exceedingly high unemployment rates, characteristic of other
communities in Indian Country. During the Congressional deliberations leading to the passage
of ARRA, the Honorable Daniel K. Inouye, Chairman of the U. S. Senate Committee on
Appropriations stated: “President Obama projects that in the near term, the nationwide
unemployment rate could reach 10 percent. But for many of our Nation's First Americans, an
unemployment rate of 10 percent in their communities would signal a giant step forward—
given average unemployment rates in Indian country that range from 50 to 90 percent.”6
(Emphasis added).

Alaska Native unemployment rates in rural Alaska are many times the national
unemployment rate. As a result, establishing new jobs, new economies, and new job
opportunities is an imperative. Creation of economic development opportunities in remote and
rural villages will lead to the creation of greater employment opportunities where few have
existed. For all of these reasons, real broadband through a fiber optic cable backbone, coupled
with state of the art microwave, Wi-Max or other advanced wireless extensions of such
backbones, is critical to economic development in rural Alaska and holds great promise and

potential for job creation.
B. NTIA Questions
AFN responds below to specific questions raised in the Request for Information.

4. Establishing the Selection Criteria for Grant Awards. The Recovery Act establishes
several considerations for awarding grants under the BTOP. In addition to these
considerations, NTIA may wish of course to consider other priorities in selecting
competitive grants.

a. What factors should NTIA consider in establishing selection criteria for grant
awards? How can NTIA determine that a Federal funding need exists and that

combat continued in the 1980s and 1990s as they served in Grenada, Panama, Somalia, and the
Persian Gulf. Alaska Natives have continued this tradition in modern times, including service
in Iraq and Afghanistan. When they return to their homes in rural Alaska, many of them need
service-related medical care, and there is no Veterans Affairs Department presence in rural
Alaska.

5 Annual Report of the Advisory Committee on Minority Veterans, United States Department of
Veterans Affairs, at 9-10 (2007).

6 Statement of Senator Daniel K. Inouye Regarding the Economic Stimulus Bill, U. 8. Senate
Floor, February 2, 2009.
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private investment is not displaced? How should the long-term feasibility of the
investment be judged?

While the funding opportunities in ARRA for broadband deployment are very exciting,
AFN is concerned that if this funding is distributed in grants that merely upgrade local networks
on a piecemeal basis or make small adjustments to the existing satellite infrastructure system, an
opportunity to make a giant step forward as United States Senator Inouye proposed, will be lost
by this process and will continue to leave Alaska Natives at the top of the list of those
impoverished and unemployed, with no hope of participating in the global economy.

NTIA and RUS should approach broadband deployment as a national endeavor
comparable to building the interstate highway system in the 1950s and 1960’s, and encourage
large scale projects — such as deploying fiber optic cable up the coast of western Alaska,
Interior Alaska, and elsewhere that this technology is absent, as well as the development or
immediate upgrading of microwave networks that will link large geographic areas and thousands
of rural residents to the fiber optic connectivity in Anchorage and beyond. In this manner, the
ARRA can make a one-time capital investment that will make broadband available to a very
large geographic swath of consumers, all of whom are currently unserved. Therefore, NTIA's
selection criteria should first fund fiber optic cable backbone facilities that can extend true
broadband to large geographic areas that are now unserved.

NTIA can easily conclude that private investment is not displaced by the fact that such a
large geographic area is now unserved. If there were an opportunity for profit, private
investment would have constructed a broadband network by now. However, the reason why
private investment has not been made, and will not be made, is the upfront costs of constructing
a backbone network to such a large geographic area with hundreds of rural villages. However, if
the ARRA could fund this large capital investment, private investors would then be able to
construct their own networks (such as microwave) interconnecting with the fiber optic, and to
provide broadband service to schools, medical facilities, businesses and residents.

b. What should the weighting of these criteria be in determining consideration for grant
and loan awards?

The NTIA should first make grant and loan awards to entities that will serve large
geographic areas via fiber optic cable backbone systems that are capable of delivering high
quality current video as well as next-generation broadband applications.

¢. How should the BTOP prioritize proposals that serve underserved or unserved areas?
Should the BTOP consider USDA broadband grant awards and loans in establishing
these priorities?

BTOP’s first priority should be proposals that serve unserved areas. Among unserved
areas, BTOP should prioritize large geographic areas that are unserved. These areas, such as
western Alaska, are the most costly and difficult to serve, and are the least likely to ever attract
private investment without some government infrastructure investment first. Much as it took the
federal Interstate Highway System to help bring economic growth to rural areas of the lower 48
states, here in rural Alaska, fiber optic cable backbones can serve a similar purpose a half century

iater.
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BTOP should consider USDA broadband grant awards and loans in establishing these
priorities. The two should work together to leverage grant funds in order to maximize the BTOP

program’s impact.

e Should priority be given to proposals that address several purposes, serve several
of the populations identified in the Recovery Act, or provide service to different
types of areas?

Priority should be given to proposals that can address as many of the Recovery Act’s
goals as possible, and funding of a fiber optic cable to western Alaska would achieve multiple
goals of the ARRA. Such a cable would provide access to broadband service to consumers in
unserved areas of the United States — rural Alaskans who are currently unserved. It would
provide broadband education, awareness, training, access, equipment and support to our rural
communities’ schools, libraries, our health clinics and hospitals, and would provide Internet
access in the rural campuses of the University of Alaska.” It would provide broadband access to
our tribal organizations that provide outreach, access equipment and support services to facilitate
the use of broadband service by low-income, unemployed, aged and otherwise vulnerable

populations.

A successful broadband deployment in remote and rural villages would have important
economic effects, and at least one would be immediate — the economic development
opportunities from opening up a global market for Alaska Native Arts and Craftsmen and
Craftswomen. Alaska Native artwork is beautiful and depicts rural Alaska life, whether the
artwork is Inupiat ivory carvings, Yupik or Aleut baskets, Athabascan beadwork, or Haida or
Tsimshian crests.8 Alaska Native artwork includes both traditional and contemporary art.
Currently, rural native artists, whose only source of income oftentimes is their artwork, have a
limited selling audience because they cannot reliably market and sell their artwork via broadband
connectivity since that is not available today. However, broadband connectivity will give Alaska
Native Craftsmen and Craftswomen the ability to sell their artwork globally. This impact would
be immediate and could have a significant impact in rural Alaska communities.

5. Grant Mechanics: The Recovery Act requires all agencies to distribute funds
efficiently and fund projects that would not receive investment otherwise.

a What mechanisms for distributing stimulus funds should be used by NTIA and
USDA in addition to traditional grant and loan programs?

Once these two agencies have decided on the grantees, NTIA and RUS could consider
using the Denali Commission to help oversee and account for the expenditures of funds to
Alaska recipients.  Agency offices such as NTIA and RUS will have had a heavy burden thrust
upon them without the staffing to absorb such large sums in such a short time period. Since the
Denali Commission has played a similar role in its work, it may, for Alaska, help alleviate the
challenging task faced by the NTIA and RUS.

7 http://www.alaska.edu/active/about-ua/
g http:/fwww.dced state. ak.us/oed/student_info/learn/nativearts htm
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6. Broadband Mapping. The Recovery Act directs NTIA to establish a comprehensive
nationwide inventory map of existing broadband service capability and availability in the
United States that depicts the geographic extent to which broadband service capability is
deployed and available from a commercial provider or public provider throughout each

State.
a. What uses should such a map be capable of serving?

b. What specific information should the broadband map contain, and should the
map provide different types of information to different users (e.g., consumers
versus governmental entities)?

Ideally, as such a map is developed, the map should show whether broadband is available
in a community at all, and if broadband is available, the technology provided and whether it is
available throughout a community, including consumers and governmental entities, and from

whom.

As part of this mapping process, NTIA might consider asking the various state agencies,
such as the Alaska Department of Commerce, Community & Economic Development, Alaska
Department of Education and Early Development, Alaska Department of Health & Social
Services, Alaska Department of Military & Veterans Affairs, and the University of Alaska, if
they have conducted some form of broadband mapping for the purposes of carrying out their
responsibilities for the citizens of Alaska who live in rural Alaska. In addition, nonprofit and
health care service providers should also be consulted to determine if they have carried out some

form of broadband mapping.

7. Financial Contributions by Grant Applicants. The Recovery Act requires that the
Federal share of funding for any proposal may not exceed 80 percent of the total grant.
The Recovery Act also requires that applicants demonstrate that their proposals would
not have been implemented during the grant period without Federal assistance. The
Recovery Act allows for an increase in the Federal share beyond 80 percent if the
applicant petitions NTIA and demonstrates financial need.

a. What factors should an applicant show to establish the “financial need"
necessary to receive more than 80 percent of a project's cost in grant funds?

ARRA mandates that the Federal share of funding for any proposal may not exceed 80%
of the total project requirement, unless approved by the NTIA. This is going to be the greatest
impediment for any grant applicant from rural Alaska, where, ironically, the need for successful
broadband deployment is the greatest. AFN proposes that “financial need” is demonstrated
where the area to be served has an unemployment rate of 20% or greater and poverty rates well
in excess of national averages along with low availability of jobs. In that event, the matching
requirement should be waived by those applying for ARRA Broadband funds. For people living
with such high poverty rates, unemployment rates, and lack of jobs, such matching requirements
are tantamount (o telling potential beneficiaries that their time will never come . . and that they
are destined to live as they do now with no relief in sight.
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8. Timely Completion of Proposals. The Recovery Act states that NTIA shall establish
the BTOP as expeditiously as practicable, ensure that all awards are made before the end of
fiscal year 2010, and seek assurances from grantees that projects supported by the programs will
be substantially completed within two (2) years following an award. The Recovery Act also
requires that grant recipients report quarterly on the recipient’s use of grant funds and the grant
recipient’s progress in fulfilling the objectives of the grant proposal. The Recovery Act permits
NTIA to de-obligate awards to grant recipients that demonstrate an insufficient level of
performance, or wasteful or fraudulent spending (as defined by NTIA in advance), and award
these funds to new or existing applicants.

b. What elements should be included in the application to ensure the projects can
be completed within two (2) years (e.g. timelines, milestones, and letters of agreement with

partners)?

The BTOP program should recognize that, although a plan to deploy broadband to rural
Alaska should be realistically designed to meet the statutory requirements, Alaska’s unique
geography, climate and lack of infrastructure could present unforeseen challenges. Since there
are no interconnecting roads between the metropolitan and rural Alaska, the most cost-effective
means of delivering material and goods that may be needed for broadband deployment in rural
Alaska is by ships and barges during the months of June, J uly, August and September in western
Alaska for instance. Further north, transportation by ships and/or barges has an even shorter

time frame each year.

Most of the communities in rural Alaska do not have ports to which material and goods
can be delivered. NTIA should take into consideration the short season for the delivery of
material and goods that will be needed in broadband deployments in rural Alaska in addressing
the timeliness of the completion of the construction of a new fiber optic backbone. Furthermore,
there are limited construction periods in rural Alaska that could impact the construction of
marine and terrestrial broadband facilities. The benefits of a broadband deployment in rural
Alaska will be paid back many fold in bringing jobs, education, and health care on a real-time
basis to the entire region, which will provide the foundation for real and sustained economies in

rural villages.

9. Definitions: The Conference Report on the Recovery Act states that NTIA should
consult with the FCC on defining the terms “unserved area,” “underserved area,” and
“broadband.” The Recovery Act also requires that NTIA shall, in coordination with the
FCC, publish nondiscrimination and network interconnection obligations that shall be
contractual conditions of grant awards, including, at a minimum, adherence to the
principles contained in the FCC's broadband policy statement (FCC 05-15, adopted

August 5, 2005).

a. For purposes of the BTOP, how should NT, IA, in consultation with the FCC,
define the terms “unserved area”’ and “underserved area?”

“Unserved” should be defined to mean an area without any broadband service at
all, or having access only to dial-up service or service that is dependent on a satellite
connection. “Underserved” should mean an area with broadband that is not comparable
to what is available in urban areas.
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Additional Comments:

As the Request for Information acknowledges, ARRA makes funding through the BTOP
available to all Indian tribes in the country, including those located in Alaska. As the NTIA and
RUS develop the BTOP, which will necessarily affect all tribal communities throughout the
United States, federal agencies have an obligation to consult with the tribes pursuant to
Executive Order 13175, which reinforces the government-to-government relationship with the

federally recognized Indian tribes:

[I]n order to establish regular and meaningful consultation and collaboration with tribal
officials in the development of Federal policies that have tribal implications, to
strengthen the United States government-to-government relationships with Indian
tribes. ..

(c) When undertaking to formulate and implement policies that have tribal implications,
agencies shall: (1) encourage Indian tribes to develop their own policies to achieve
program objectives; (2) where possible, defer to Indian tribes to establish standards; and
(3) in determining whether to establish Federal standards, consult with tribal officials as
to the need for Federal standards and any alternatives that would limit the scope of
Federal standards or otherwise preserve the prerogatives and authority of Indian tribes.?

Conclusion

Rural Alaska contains the most remote and isolated communities in the United States.
Many of its villages and communities are, in some respects, still emerging from 3™ World

conditions. Its teenage male suicide rates are alarmingly high caused, in great part, by lack of job
opportunities and the self-esteem that comes from hard work. In villages of 100 to 800 people,
there are usually only a handful of paying jobs with the result that unemployment in such areas
routinely ranges from 20% to 90%. Rural Alaska has some of the highest poverty rates of any
place in the Nation. There is nowhere else in America that faces the combination of such high
unemployment, poverty, near absence of paying jobs, and geographic and telecommunications
remoteness . . . nowhere.

Health care delivery in rural Alaska is more challenging than anywhere else in the nation.
This is because of rural Alaska’s remoteness as well as the lack of roads and affordable
transportation to properly equipped and manned hospitals and clinics. The result is that
telemedicine for this region is critical ... except rural Alaska doesn’t currently have access to the

kinds of telemedicine delivery systems that it needs.

Our people have lived in this region for countless centuries. If the U.S. is to bring the
entire nation into the 21* Century, it would be tragic to leave the Nation’s first peoples in the
dark ages. They deserve the same opportunities provided to those in the rest of the Nation.

Broadband capability will not, by itself, ensure that the many health, social, and
economic challenges that people face in the most rural and remote region of our nation will be

9
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resolved overnight. However, reliable, robust, all-weather broadband alone holds the most
promise for making a “sea change” in terms of the opportunities that are so acutely needed and
that this technology can help provide.

So many of ARRA’s goals would be achieved by the construction of a fiber optic
backbone to serve rural Alaska, as it would provide access to broadband service to consumers
residing in essentially unserved areas of the United States; provide broadband education and
support to schools, libraries, medical and healthcare providers, university campuses in rural
Alaska, and other community support organizations including tribal governments that provide
vital social services to low-income, unemployed, aged and otherwise vulnerable populations.
And, critically, broadband would create Jjobs, and some of these would be immediate. Access to
real broadband means that rural Alaska will be connected to the global economy, and can
participate in the economy and contribute to that economy, for the first time.

We strongly urge that the NTIA fully consider AFN’s views and incorporate them into
the guidelines that you provide.

Thank you for your consideration. If you have any questions concerning our response,
please call me at 907-274-3611.

Sincerely,

T2t S

Nelson N. Angapak, Sr., Vice President
Alaska Federation of Natives
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QUESTION

What are the application
categories?

What is considered an eligible
service area?

What are the loan and grant award
allocations?

Can applicants request
consideration by both BIP and
BTOP?

Will the BIP application process still
have two steps?

For Round 2, applicants will have the opportunity to apply for
Last Mile, Middle Mile, Satellite, Technical Assistance and
Rural Library Broadband. Additional details on these
opportunities are available in the NOFA and in the FAQ's.

The proposed funded service area must be at least 75 percent
rural. In addition, within the rural portion of the proposed
funded service area, at least 50 percent of the premises in the
rural area must have no access to broadband service at the
rate of 5 Mbps upstream and downstream combined.

The standard award will be a 75/25 grant/loan combination.
Applicants may request more than 75 percent grant by
submitting a waiver request to the Administrator. Additional
information on the waiver process can be obtained in the
NOFA and in the waiver requests section of the FAQs.
Applicants requesting a larger loan component, which lowers
the requested grant percentage, will receive additional points

in the scoring process.

No. RUS and NTIA have issued separate NOFA's for Round
2. Applicants must determine to which program to apply.
However, should NTIA determine that an application cannot
be funded and that it may be consistent with RUS’s BIP
requirements, NTIA may transfer the application to RUS for
consideration under the RUS second review process.

No. BIP is requesting that all pertinent information relative to
the project be submitted with the application. This will simplify
the application process, add valuable time to the application
window and review process as well as promote the
submission of more solid applications. RUS may ask
applicants for additional information before making a final

decision,

ANSWER
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QUESTION

What is the second review process
addressed in the Round 2 NOFA and
how does this differ from the Step 2
due diligence process from Round
1?

Will BIP put a limit on the amount of
funds that can be spent per premise
passed?

Will applicants be required to
provide census block information?

Will RUS reconsider applications if
excess funding capacity is
available?

Will the Administrator of RUS be
involved in the evaluation process?

ANSWER

The second review process gives RUS the ability to revisit
applications that may not be initially approved in Round 2 in
order to obligate all BIP funds by the September 30, 2010
deadline should excess funds be available. The process will
also be used to consider applications where waivers were
requested but denied by the Administrator and those
applications that may be transferred by NTIA after their initial
reviews are completed. For Round 2, all information must be
submitted upfront with the initial application submission.

The step 2 due diligence phase in the Round 1 NOFA was
used to validate the information that was submitted in the
application.

Yes. To more effectively leverage Recovery Act broadband
funds for Last Mile projects, RUS will limit federal assistance
to no more than $10,000 per premise passed unless a waiver
is requested and approved.

No. RUS has eliminated the census block reporting
requirement for Round 2.

Yes. The Administrator may permit applicants to adjust
applications for reconsideration that would otherwise not be
funded. The NOFA provides more details on the requirements
for reconsideration under the second review process.

Yes. The Administrator will have the opportunity to exercise
discretion in the application evaluation process. The
Administrator will have the ability to separately award priority
points and larger grant components to applications that
provide significant assistance to critical community facilities,
promote rural economic development, support persistent
poverly counties, serve chronically underserved areas,
demonstrate cost effectiveness, offer low-cost service options,
and/or provide for geographic diversity.
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QUESTION

How do | choose between BIP or
BTOP?

ANSWER

In some cases, it is relatively clear where you should apply. In
some cases, an application may be eligible under both BIP
and BTOP. In those cases, the applicant must choose to apply
to only one program. The following guidelines are intended to
assist applicants as they decide where to file:

* Ifyourinfrastructure application includes service areas
that are at least 75 percent rural, is predominantly for
Last Mile infrastructure, or provides Last Mile service in
the form of satellite service, you must apply to BIP.

* Ifyou are a current RUS borrower or grantee seeking
infrastructure funding (Last Mile or Middle Mile), you
should apply to BIP.

» If your application is for rural library broadband service,
you should apply to BIP.

» If your application is for technical assistance purpose of
developing regional broadband development strategies
in rural areas, you should apply to BIP.

» If your application is predominantly for Middle Mile
infrastructure and you are not a current RUS borrower or
grantee, you should apply to BTOP.

» If your application is for Public Computer Centers or
Sustainable Broadband Adoption, you should apply to
BTOP.

If your application is a Middle Mile project that has
‘comprehensive communities” components, you should apply
to BTOP. These components, in order of priority, include: (1) a
commitment to offer new or substantially upgraded service to
community anchor institutions; (2) public-private partnerships;
(3) intent to bolster growth in economically distressed area: (4)
a commitment to serve community colleges that have
expressed a demand or indicated a need for access or
improved access to broadband service; (5) a commitment to
serve public safety entities that have expressed a demand or
indicated a need for access or improved access to broadband
service; (6) a Last Mile infrastructure component {in rural
areas, however, the cost of Last Mile infrastructure to
residences and non-community anchor institution businesses
may not exceed more than 20 percent of the total eligible
project costs),

.
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QUESTION

Why must | choose between BIP and
BTOP?

Can | apply to both BIP and BTOP?

ANSWER

RUS and NTIA have determined that the best use of limited
funding is to have RUS and NTIA focus on funding different
aspects of broadband infrastructure. This is necessary to
improve the efficiency of both BIP and BTOP and to leverage
the core expertise of the agencies. This is also consistent with
many comments received by the public recommending that
we eliminate joint applications. This provides more flexibility to
applicants to choose where to apply based on their unique
considerations.

You may not file the same (or substantially the same)
application at both BIP and BTOP.

What is the application deadline for
Last Mile and Middie Mile
applications?

How must applicants submit Last
Mile and Middle Mile applications?

When wili the online application
system be available?

Last Mile and Middle Mile applications must be submitted no
later than 5:00 p.m. ET, March 15, 2010.

Last Mile and Middle Mile applications must be submitted
electronically using the online application tool at
www.broadbandusa.gov.

The online application system will be made active no later
than 8:00 am ET on February 16, 2010.

Is RUS staff available to discuss the
application before submission?

Where can applicants request
general guidance on applying for
BIP funding?

No. Staff cannot pre-screen or offer consultations during a
compelitive application process. Any general inquiries should
be directed to the BroadbandUSA Helpdesk.

Applicants should direct all guestions to the Broadband USA
helpdesk at 877-508-8364 or email
BroadbandUSA@usda.gov. Note: This contact number and

e-mail address have changed from Round 1.
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QUESTION

Will applying before the deadline
provide any advantage?

What is the Funding Opportunity
Number for BIP?

What is the CFDA Number and Title
for BIP?

What is the deadline for BIP to award
all the funding available in Round 27

Will the contents of my application be
made public?

Who is a “current RUS borrower or
grantee?”

Where can we review the terms and
conditions that will apply after
funding is approved?

ANSWER

No. All applications submitted within the application window
will be given equal consideration

The Funding Opportunity Number for BIP is 0572-ZA01.

The CFDA number for BIP grants, loans, and loan/grant
combinations is 10.787. The CFDA title is “Broadband
Initiatives Program.”

While all funding for the BIP initiative will be finalized by
September 30, 2010, RUS intends to finalize all award
decisions by September 10, 2010, to ensure that all funds can
be obligated by the 30",

Applicants are encouraged to identify and label any
confidential and proprietary information contained in their
applications. The Agency will protect this information from
public disclosure to the fullest extent authorized by applicable
law. Applicants should be aware, however, that the Recovery
Act requires substantial transparency.

A “current RUS borrower’ is an applicant with an active RUS
loan. A “current RUS grantee” is an applicant who is currently
receiving grant funds from RUS or has not fully expended its
most recent award.

At www broadbandusa.qgov there is an information library that
includes a draft Loan and Security Agreement and draft
Construction and Advance Procedures. These documents will
provide details on what to expect when funding is received.

]
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QUESTION

ANSWER

What types of organizations are not
eligible to apply?

What type of documentation is
required to prove that an organization
is eligible to apply to BIP?

Must a for-profit corporation be a
socially and economically
disadvantaged small business
concern (SDB) to be eligible to apply
for funding?

Sole proprietorships and partnerships, including limited liability
partnerships, are ineligible to apply for BIP funding. All other
types of organizations are eligible to apply and must conform
to the eligibility criteria published in the NOFA. If the
application is being submitted by multiple organizations, each
organization must be an eligible entity and conform to the
criteria published in the NOFA,

Each applicant must clearly identify and disclose what type of
entity it is.

Applicants should provide their certificate of good standing
from the state in which they are incorporated and propose to
do business in, per the application.

No. Applicants do not have to be an SDB to apply. However,
SDB's will receive priority scoring points.

Is there a limit to the number of
applications one entity can submit?

No. Applicants can submit multiple applications.
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QUESTION

Can multiple organizations apply
jointly for a single award?

Can lead applicants partner with other
entities for organizational support?

When organizations apply jointly, are
there criteria for which organization
should serve as the lead applicant?

If an application is submitted by
multiple entities, should it be filed
with a single DUNS number or a new
shared DUNS number?

ANSWER

Yes. Organizations may file jointly with one entity serving as
the lead applicant and others serving as co-applicant. All
information required of the lead applicant is also required of
any co-applicant (e.g., organizational capacity). Both the lead
applicant and the co-applicant(s) must meet the eligibility
requirements, and all application information must be provided
for the project as a whole (e.g., consolidated budget).

Applicants can only receive points for organizational support
for employees or management that have a formal contract
with the applicant. Applicants will not receive credit for
partnerships or vendor relationships unless the third parties
are under a contract agreement with documentation stating
their roles and responsibilities for the project.

The lead applicant must be able to enter into a loan or grant
agreement with RUS and be willing to assume financial and
operational responsibility for the project. Lead applicants
should have experience implementing projects of similar size
and scope.

The application must include the DUNS number associated
with the lead applicant. Additional DUNS numbers are not
required for the application process.

if my application was denied in Round
1, can we submit a new application for
consideration in Round 27

Yes. RUS encourages previous applicants to apply in Round
2. Applicants should review the Round 2 NOFA carefully as it
differs from the Round 1 NOFA, Applicants will have to start a
new application in the online application tool. Applicants
cannot fransfer data from a Round 1 application. Applicants
will aiso be required to draw a new map and submit the new
reference number provided.
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QUESTION

Beyond the Round 1 rejection letter,
is RUS staff available to discuss the
reasons the application wasn’t
funded?

If my organization received an award
or multiple awards in Round 1, can we
apply to subsequent rounds?

My organization’s application was
denied in the first round of funding.
We received a rejection letter noting
key areas of weaknesses in our
application. Does this imply that we
can receive a Round 2 award as long
as we address the key areas
mentioned in the rejection letter?

My organization is interested in
applying to Round 2; however, notice
regarding the application to Round 1
has not been received. Will the Round
1 notice be received before the Round
2 application period is over?

What is Broadband?

ANSWER

The review document enclosed with the letter includes some
of the reasons for the rejection. RUS staff cannot offer
consultations during a competitive application process.

Yes. Round 1 award recipients may apply under a subsequent
NOFA as long as the project is not overlapping the project
already funded by RUS or NTIA.

Not necessarily. The information provided in the letter is
meant to flag key areas of weakness to help applicants
improve their applications for future funding rounds. However,
the letter does not constitute a complete list and does not
imply that addressing only those listed would result in a
successful application in the future. In addition, the Round 1
NOFA is different than the Round 2 NOFA so, potential
applicants should review the new NOFA carefully to determine
criteria for award.

Round 1 award announcements began in mid-December and
will continue on a rolling basis through February 2010. Your
organization will receive notice of the outcome of your
application in Round 1 prior to the Round 2 application
deadline.

Broadband means providing two-way data transmission with
advertised speeds of at least 768 kilobits per second (kbps)
downstream and at least 200 kbps upstream to end users, or
providing sufficient capacity in a Middle Mile project to support
the provision of broadband service to end users.

Page 10 of 30
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QUESTION

What is meant by High Speed

Access?

What is meant by an Interconnection
Point?

What is meant by an RUS Participant?

What is the definition of a Rural Area?

What is the definition of an Unserved
Area?

ANSWER

High speed access means high speed broadband service to
facilitate rural economic development or service at the rate of
at least 5 Mbps (upstream and downstream combined).

An interconnection point for a Middle Mile application is any
location where Last Mile providers, critical community facilities
or other networks can physically interconnect with the project,
either to exchange traffic or to deliver traffic across the
project’s network to the Internet backbone.

An RUS Participant is a current RUS borrower or a current
RUS Grantee. A current RUS borrower is an entity that has
outstanding loan obligations to RUS and a current grantee is
an entity that has grant funds available for advance. This
definition to should be used when completing your online
application at www.broadbandusa.gov.

Rural area means any area, which is not located within: 1. A
city, town, or incorporated area that has a population of
greater than 20,000 inhabitants; or 2. An urbanized area
contiguous and adjacent to a city or town that has a
population of greater than 50,000 inhabitants.

Unserved area means a service area with no access to
facilities-based, terrestrial broadband service, either fixed or
mobile, at the minimum broadband transmission speed. A
premise has access to broadband service if it can readily
subscribe to that service upon request.
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QUESTION

ANSWER

If the proposed service areas are not
contiguous, do applicants have to
submit separate applications?

If my organization’s application
overlaps with other applicants’
proposed funded service area(s), will
that result in a quick elimination of
one of the applications?

If my organization’s application
proposes a service area that overlaps
with another application’s proposed
funded service area, how will RUS
determine which application to fund?

Will RUS fund a BIP application that
proposes to serve within an existing
RUS Borrower’s territory?

What steps will RUS take to confirm
the level of service that is available

within the proposed funded service
area?

No. One application may contain multiple proposed funded
areas. Each proposed funded service area should be a
contiguous geographic area and must independently satisfy
the eligibility requirements.

No. Each application will undergo a full review independent of
other applications. The overlap analysis will be conducted
once all viable applications have been identified.

The BIP program will not fund multiple applications to provide
the same service to the same geographic area, except in
cases where the overlap of any proposed funded service area
is minimal. Overlap comparison analysis will be conducted on
each service area addressed by multiple applications. Where
the proposed funded service area(s) of multiple applicants
overlap, only the highest-scoring application can receive
funding.

No. The existing service area of RUS Borrowers in which they
provide broadband service will not be eligible. These areas
can be found at www.broadbandUSA gov. In addition, the
service areas of awardees under the first round BIP/BTOP
NOFA shall also be ineligible for funding.

RUS will post a Public Notice of the proposed funded service
areas of each Last Mile application and the communities in
which the interconnection points terminate for Middle Mile
applications for a 30-day comment period. The Public Notice
will provide existing providers an opportunity to submit to the
agency information regarding their service offerings.
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QUESTION

What is an eligible service area?

Are any areas of the country, tribal
lands, or territories de facto
unserved?

Does advertising of broadband
service count as availability for the
geographic area in which the
advertisement is run?

What does BIP consider a Last Mile
project?

What does BIP consider a Middle
Mile project?

ANSWER

The proposed funded service area must be at least 75 percent
rural. In addition, within the rural portion of the proposed
funded service area, at least 50 percent of the premises in the
rural area must have no access to broadband service at the
rate of 5 Mbps (upstream and downstream combined). For
Middle Mile applicants, at least 75 percent of the inter-
connection points must be in rural areas with no more than 50
percent of the premises having high speed access.

No. Such de facto areas have not been identified in the
NOFA.

Applicants should attempt to determine whether the provider
actually offers service within the applicant’s proposed service
area. The boundaries of the advertising market do not align
precisely with the boundaries of the provider's service area
and therefore advertising over a large area does not
necessarily mean that service is available throughout that
entire area.

A Last Mile project is a terrestrial infrastructure project that
predominantly proposes to provide broadband service to end
users or end-user devices and may also include interoffice
transport, backhaul, and Internet connectivity in connection
with providing such service.

A Middle Mile project is a broadband infrastructure project that
does not predominantly provide broadband service to end
users or end-user devices and is used for interoffice fransport,
backhaul, Internet connectivity, or special access and furthers
rural economic development.
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QUESTION

How do you determine if the proposed
funded service area for a Last Mile
project is 75 percent rural?

How do you determine if 50 percent or
more of the premises passed in a Last
Mile project do not have high speed
broadband access?

Do you calculate the 50 percent high
speed broadband access on the total
application or per service area?

How do you determine the proposed
funded service area for a Middle Mile
project?

How do you determine if 50 percent or
more of the premises in a Middle Mile
project do not have high speed
broadband access?

ANSWER

This percentage should be determined based on the total
square mileage of the service area. The response provided in
the application should be confirmed by the information
provided in the mapping tool at www . broadbandusa.qgov.

The exact methodology is up to the applicant, but the result
should be able to demonstrate that the proposed funded
service area is eligible. Examples of methodologies are
customer or market surveys as well as statistical sampling.
Applicants should be able to clearly explain how their
determination was derived and will be subject to verification
by RUS.

The calculation should be based on the premises passed in
each proposed funded service area.

The communities where the interconnection points terminate
will be the service area for a Middle Mile project.

This calculation should be based on the premises in the
communities in which the interconnection points terminate.
For those interconnection points that do not terminate in any
recognizable community, the nearest census designated
place should be used.




QUESTION

Should an applicant submit
separately for Last Mile infrastructure
and Middle Mile or include both in one
application?

Can applicants apply for a broadband
project that will provide high capacity
bandwidth to critical community
facilities?

How do you calculate the cost per
premise?

Can satellite companies apply for Last
Mile funding?

ANSWER

Both may be included in the same application. In some
instances, last mile projects may need to build middle mile
infrastructure as part of a last mile deployment. In such
instances, applicants are asked to choose which of the
service types, last mile or middle mile, their project will
predominantly provide. Applications that combine
infrastructure will be held to the eligibility and documentation
requirements of both last and middle mile infrastructure, and
must answer the specific questions related to each.

Yes, critical community facility projects are eligible. Projects of
this nature should be characterized as Middle Mile projects as
they create a point-to-point network connecting a relatively
small number of facilities. To be eligible for BIP, all Middle
Mile critical community facility projects must have at least one
point of interconnection located in an area that is at least 75
percent rural. In addition, within the rural portion of the
proposed funded service area, at least 50 percent of the
premises in the rural area must have no access to broadband
service at the rate of 5 Mbps upstream and downstream.

To calculate the cost per premise passed, the applicant shall
divide the total award requested in the application by the total
number of premises passed with facilities funded by an award.
Please note that this does not apply to Middie Mile applicants.

No, Last Mile funding is for terrestrial infrastructure projects
ohly.



QUESTION ANSWER

Applicants requesting $1 million and above must submit a
system design, network diagram and project timeline certified
by a professional engineer (PE) who is certified in at least one
of the states where there is project construction. The PE can
be external or in-house. The certification form must state that

What are the engineering certification the proposed broadband system:

requirements for BIP infrastructure «  Will work as described.
applications? ¢ Can deliver the proposed services outlined in the
application.

e Can meet proposed build-out timeframe based on the
resources designated in the application.

» Will be substantially complete in two years and fully
complete within three years.

Does the certification require the
engineer to guarantee that the
proposed project actually “will be
substantially complete in two years
and complete within three years?”

No. This means that it is feasible under reasonably anticipated
circumstances for the project to be substantially complete in
two years and complete within three years after the date of
the award.

What resource should be used to
determine the proper “prevailing
wage” figures for a given area in
order to comply with the Davis-Bacon
Act wage requirements for
contractors and sub-contractors?

All applications and resulting contracts must contain Davis-
Bacon labor standards and wage determinations. This
requirement extends to contractors and sub-contractors. More
information can be found at

hitp://www . wdol.gov/index.aspx
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QUESTION

My organization is a non-profit or
government entity and does not use
cash flow statements, balance sheets,
and income statements. In this case,
do these documents need to be
submitted?

What type of supporting
documentation should be submitted
as evidence of our organization’s
current financial position?

Should pro-forma financials reflect
the finances of the applicant entities
and all of their financial activities, or
only that of the resulting project?

ANSWER

The applicant must submit pro-forma financials to aliow RUS
to evaluate the financial feasibility and sustainability of the
proposed project regardless of whether the organization uses

them in the course of regular business.

Applicants should submit the last two years of audited
financial statements or the last two years of tax returns. The
application’s pro-forma financial statements reflect two
baseline years of historical financial information which should
tie to the historical financial statements. Applicants should
provide a reconciliation schedule if the historical financial
statements are on a different fiscal year basis than the pro-
forma financial statements provided in the application. If an
applicant is newly formed or is the consolidated entity of other
companies, then the applicant should provide supporting
documentation explaining this situation and supporting the
current income statement, balance sheet and cash flows.

Pro-forma financials should reflect the finances of the
applicant, including all of their financial activities. The
proposed BIP project should be an incremental overlay to
these statements. The applicant’s financial assumptions
should provide pertinent details behind the preparation of the
pro forma financial statements. The standard format of these
statements has been provided in the application. The
applicant should clearly document the financial assumptions
for funding of individual and multiple projects if they submit

more than one application.




QUESTION

How should applicants present their
pro-forma financial statements if they
have submitted multiple projects?

How should proposed BIP funding be
reflected in the applicant’s BIP pro-
forma financial statements?

ANSWER

For existing companies: Provide consolidated pro-forma

financial statements that include a baseline financial
statement for your existing operations, which start with the
prior two years of the company's financial position, for a five
year projected period, with an additional set of financial
statements that layer each of the operations for the additional
applications into the baseline statements. In addition, provide
a reconciliation schedule supporting the consolidation of the
individual pro-forma financial statements for revenue, capital
spending, operating expenses, BIP funding and external
funding for the company.

For Start-up operations: Provide consolidated pro-forma
financial statements that include the financial statements of
the operation included in the application as the baseline
financial statements, with an additional set of financial
statements that layer each of the operations for the additional
applications into the baseline statements. In addition, provide
a reconciliation schedule supporting the consolidation of the
individual pro-forma financial statements for revenue, capital
spending, operating expenses, BIP funding and external
funding for the company.

BIP and external funding are critical elements in reviewing BIP
applications for eligibility and feasibility. It is important to
properly and separately itemize RUS loans or grants from
other third-party debt, equity or grants in the cash flow
statement, balance sheet and income statement. Common
errors that will cause an application to fail review include:
executive summary ot financial assumptions for funding are
not documented or reflected in pro-forma financial statements,
proposed funding for the capital budget (project budget) does
not support line items on pro-forma cash flows, adequate
working capital is not provided for operating expenses and
non-gligible BIP capital funding, balance sheet reflects
negative cash balances, or pro-forma financial statements do
not properly reconcile with each other. An application must
support adequate cash funding for both capital and operating
expenses, and the applicant may not use restricted cash from
the BIP program for any ineligible purpose including working
capital or operating expenses,




QUESTION

How should RUS loans be reflected
on pro-forma financial statements?

How should RUS grants be treated on
pro-forma financial statements?

ANSWER

RUS loans should be reflected as a source of cash on the pro-
forma cash flow separately from other equity, debt or
liabilities. The RUS loan should reconcile to project budget
and project plan on the pro-forma cash flow indicating when
the cash will be used and should match the capital
expenditures proposed in the application. The balance sheet
should reflect the long and short-term liability provided in the
pro-forma cash flow and be separately itemized on the
balance sheet. The loan should begin repayment of principal
within one (1) year of the first draw and reflect the repayments
on a separate line item in the cash flow statement. The
balance sheet should reflect the outstanding balance of the
long-term debt as repayments are made. Short-term liabilities
should be reflected as payments are due in the fiscal year.
The repayment period of the RUS loan should be determined
by the composite economic life of the assets to be financed.
Interest should be calculated based on the outstanding long-
term and short-term RUS loan balance in the balance sheet
and recorded in the appropriate year as interest expense on
the income statement. Interest for BIP funds should be
reported separately from other interest expenses incurred by
the applicant.

RUS grants should be reflected as a source of cash on the
pro-forma cash flow separately from other equity, debt or
grants. The RUS grant should reconcile to project budget and
project plan on the pro-forma cash flow indicating when the
cash will be used and should match the capital expenditures
proposed in the application. The balance sheet should reflect
the long and short-term liability provided in the pro-forma cash
flow and be separately itemized on the balance sheet. Grants
for depreciable fixed assets should be taken to income over
the useful lives of the assets. The grant funds should be
accounted for as deferred revenue in the year of receipt and
recognized on a straight-line basis during the estimated useful
life of the asset. This traditional grant accounting approach will
provide a better matching of amortized revenue from the grant
and depreciation expense of the fixed assets funded by the
grant. Grant accounting assumptions should be documented
in the financial assumptions and reflected on separate line
items in the pro-forma financial statements.
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QUESTION

How should BIP assets be treated on
pro-forma financial statements?

To what extent can award funds be
used to pay for expenditures of
application preparation and other pre-
application costs?

Are contingency fees reimbursable
pre-application expenses?

Are BIP grants taxable? If so, can
grantee use grant funds to pay the
taxes?

Are tower leases and indefeasible
right of use (IRU} agreements
considered capital leases, and thus
an allowable expense under BIP or
are they considered operating leases,
and thus not an allowable expense?

ANSWER

Assets funded by BIP funds should be reflected as a use of
cash on the pro-forma cash flow separately from other
expenditures and match project budget and project plan.
Assets should be depreciated over their estimated useful life
with depreciation expense flowing through the income
statement and accumulated depreciated presented on the
balance sheet as a contra-asset. Grants should not be netted
against gross assets and should be reported separately in the
pro-forma financial statements.

RUS will fund reasonable pre-application expenses in an
amount not to exceed five (5) percent of the award for
expenses incurred after the publication date of this NOFA.

No. Costs based solely on a contingent fee basis are not
authorized under the applicable OMB Cost Circulars.

Applicants who are not exempt from taxation should consult
with their tax advisors regarding the potential tax
consequences of BIP grants. Federal taxes are not an eligible
cost under federal grant programs such as BIP. For an
example of the analysis that the IRS may apply to BIP grants
see: hitp://www.irs gov/publirs-drop/n-03-18.pdf.

BIP staff can not provide quidance on tax implications to

applicants.

The cost of leasing facilities required to provide broadband
service is an allowable expense if such lease qualifies as a
capital lease under Generally Accepted Accounting Principles
(GAAP). The applicant is responsible for ensuring compliance
with GAAP. If there is a doubt regarding the classification of a
particular lease, RUS expects the applicant to provide an
explanation justifying the classification of its leasing
arrangement as a capital lease,




QUESTION

Is labor an eligible cost?

Are indirect costs eligible expenses?

Is the cost of installing a cable
modem, antenna, or other
terminating/ interconnection device at
a customer’s home or business an
eligible cost for a broadband
infrastructure project?

Are the costs of the audits required
by BIP eligible costs?

Can an applicant use funds to
commercialize emerging broadband
technologies?

How long must a project commit to
providing broadband service?

ANSWER

Yes. Labor costs are eligible if they are associated with
activities related to the construction, deployment, or
installation of facilities required to provide broadband service.
Labor costs are not eligible if they are operating expenses
directed to the maintenance of the organization or the
facilities.

For BIP, indirect costs are generally an ineligible cost.

Yes. During the funding period, both the purchase and labor
costs for equipment for customer premises are eligible
expenses, but only if the equipment is owned by the applicant.

No, the cost of an audit is a general and administrative
expense and is not considered an approved loan or grant
expense.

Consistent with the goals of the Recovery Act, BIP intends to
focus on providing immediate access to broadband service.
BIP broadband infrastructure projects must intend to provide
service to areas that meet the eligibility requirements of the
program. BIP funds cannot be used for general research.

Projects must provide broadband service as proposed in the
application for the composite economic life of the facilities, as
approved by RUS, or as provided in the award documents for
100 percent grants, starting from the date of project
completion.
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QUESTION

ANSWER

The nondiscrimination and
interconnection requirements in the
second NOFA are not identical to the
language in the first NOFA. What has
changed?

What are the clarifications to the
nondiscrimination and
interconnection requirements?

The nondiscrimination and interconnection requirements have
not changed, and the same nondiscrimination and
interconnection requirements apply to Round 1 and Round 2
awardees. Any differences in language merely clarify, and do
not change, awardee obligations. These clarifications are
intended to strengthen and solidify awardee obligations.

Clarifications to awardees nondiscrimination and
interconnection requirements in the NOFA include:

» We have clarified that caching includes content
delivery networks.

* We have clarified that virtual private networks
(VPNs) are included in the types of managed
networks that may be offered by awardees without
running afoul of the nondiscrimination and
interconnection requirements.

* We have clarified that the nondiscrimination and
interconnection provisions do not apply to existing
network arrangements or to non-awardees using
the network.

We have clarified that the nondiscrimination and
interconnection provisions apply only to the awardee, but that
the awardee may pass these requirements on to entities
deploying or operating the funded infrastructure via contract.
For example, an awardee constructing a wireless tower as
part of a BTOP or BIP project will be subject to the NOFA’s
nondiscrimination and interconnection obligations. Even if the
awardee contracts out project work, the awardee is solely and
fully responsible for ensuring that these obligations are
observed for the federally funded project. (The awardee may,
at its option, state in a contract with a third party that that the
third party must comply with the obligations.) In addition, a
Last Mile partner who does not receive BTOP/BIP funds but
who uses that tower to offer wireless services to retail end
users would not be subject to the nondiscrimination and
interconnection provisions.
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QUESTION

Why are you clarifying the
nondiscrimination and
interconnection provisions?

What happens if the FCC issues new
rules based on its open net neutrality
proceeding?

ANSWER

The clarifications are being made to the nondiscrimination and
interconnection provisions based on questions and input
received from applicants during the first funding round and as
part of the Request for Information (RF1) process used to
gather input on the second funding round. The intent of these
language changes is to provide as much clarity as possible,
which will encourage the broadest possible participation in the
program.

The second NOFA is identical to the first NOFA in that it
requires awardees to comply with the FCC’s Internet Policy
Statement. Acknowledging that the FCC now has a
proceeding open to address network nondiscrimination
(Preserving the Open Internet - GN 09-191), the second
NOFA requires awardees to comply with any subsequent
ruling or statement made on the matter by the FCC, to the
extent applicable. It is important to note that this provision
does not affect the FCC'’s jurisdiction over this matter.

May an awardee lease surplus
capacity on its network for wireless
backhaul?

If a project includes both activated
and “dark” fiber (for later expansion
purposes), will all of the fiber be
eligible for funding or only that which
provides service from the outset?

Yes. The awardee may lease this capacity to another service
provider with the purpose of the lease being the provision of
broadband services, and as long as the applicant retains
management and maintenance of its network. However,
leasing bare towers/dark fiber not connected to any service or
network equipment is not allowed.

RUS intends to encourage cost-effective deployment of
broadband infrastructure to unserved and underserved areas.
As a result, all of the fiber will be considered an eligible cost.
“Dark” fiber for future expansion need only not be “excessive”
in its capacity when compared to the facilities that will directly
and immediately provide the broadband service.
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QUESTION

Are all applicants required to
complete an Environmental
Questionnaire (EQ)?

What is the purpose of the EQ?

Does BIP require maps for wireless
projects where applicants will only be
placing equipment on existing towers
and buildings?

If an applicant is proposing a large
fiber route, does BIP need USGS
maps for the entire route?

ANSWER

Yes, all applicants must complete the EQ for their application

to be considered complete.

The purpose of the EQ is for BIP to be able to evaluate the
potential environmental impacts of the proposed project.

If the applicant is placing/hanging wireless equipment on
existing towers, BIP does not require a map for those
locations. If new towers are being constructed, BIP will need
maps for these locations. If equipment will be located on
existing buildings and the equipment is visible, BIP will need a
description and location of the buildings. If the buildings are
over 50 years old, photographs of the building would be

desirable.

For proposals involving fiber, BIP will need maps that indicate
where the lines are proposed to go. Applicants may utilize the
appropriate scaled USGS map that will convey the information

to BIP.
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QUESTION

ANSWER

Why have requirements on the sale
and lease of assets changed?

The second NOFA eliminates the ten-year holding rule on
award-funded facilities from the first NOFA. Under the first
NOFA, the government could not consent to a lease or sale
within the first ten years of the award, unless a request was
included with the application. Based on input from the
Request for Information (RFI), the second NOFA removes this
rule and allows awardees to petition for a waiver authorizing
the sale or lease of assets at any time during the life of the
award-funded facilities. Moreover, each agency will consider
waiver requests according to its respective department's rules
on sale and lease, as per OMB regulations.

Who is eligible for a waiver to receive
grant funds in excess of 75 percent of
total project funds requested?

If a request for a waiver is denied, will
the application be rejected?

Applicants must demonstrate their need for additional grant
funding based on the following factors: distance from non-
rural areas, rural area targeting, density, median household
income, and unemployment levels. The NOFA provides more
details on the requirements for consideration. The
Administrator will make the final determination and may award
grants up to 100 percent.

If an applicant's request for a waiver is denied, the application
may be adjusted by the Agency should an award be offered or
the application may be placed in a second review process and
the applicant will be given an opportunity to revise its funding
request,
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QUESTION

May an applicant request more than
$10,000 per premise passed?

To what extent is it necessary for an
applicant to complete its procurement
process before submitting an
application?

if a project qualifies for a loan/grant
combination, may the applicant
request only the grant portion if they
are willing to commit equity for what
would be the loan portion?

ANSWER

Yes, the applicant would need to request a waiver from the
Administrator. The Administrator will consider such requests
based on whether the application provides assistance to a
significant number of critical community facilities, supports a
recognized rural regional development plan, supports public
safety projects, enhances broadband service to rural libraries,
supports persistent poverty counties or substantially unserved
areas, including Indian country.

RUS recognizes that procurement requirements may prevent
an applicant from establishing contracting relationships within
the time available for preparation and submission of an
application. Applicants facing such restrictions should
describe how they will recruit and select contractors so that
the project will be completed in an appropriate timeframe for
the size and scope of the project.

Yes. An applicant may substitute equity for the loan portion of
the project and still receive the grant funding. The applicant
should keep in mind that the extent of grant funding will still be
considered in the scoring process. Applicants should review
the NOFA rules carefully to ensure that the application meets
the eligibility criteria.




QUESTION

Where can potential applicants find
information concerning compliance
requirements that will apply to
awardees?

Are applicants required to use the
mapping tool provided at
www.broadbandusa.gov?

Are applicants allowed to re-use the
map(s) created using the mapping
tool during Round 17

Is there a national broadband services
map recommended to assist in
application preparation?

ANSWER

Please see the applicable OMB circulars pertaining to
Administrative Regulations, Cost Principles, and Audit
Requirements and guidance pertaining to Recovery Act
reporting requirements
o http://www.whitehouse.gov/omb/grants circulars/

+ http/lwww. whitehouse.gov/iomb/recovery default/

Yes, BIP applicants must use the mapping tool to complete
their application. This tool provides a reference number once
the map has been submitted. The reference number must be
included in the application for it to be deemed complete.
Please note that applicants who applied for funding in Round
1 and submitted a map through the mapping tool, will stilf be
required to submit a new map through the tool for this round

of funding.

No. Any maps created before February 16, 2010 will not be

accepted for Round 2.

The Interactive National Broadband Map completion deadline
iz February 17, 2011, Until then, applicants should rely on
existing maps to prepare their application. Applicants should
also consult the FCC National Breadband Plan which will be

published February 17, 2010



QUESTION ANSWER

Can the maps that were drawn by No. The service areas that were approved have been included
applicants in Round 1 be accessed in the approved layer on the map that is provided within the
and viewed? mapping tool.

What sort of review will each Each ap{phcatton is §ubmxtted to a rigorous review process.
application underao? Applications are reviewed for completeness and eligibility as
PP go: well as financial and technical feasibility.

What is the application deadline for The Agency will publish a Request for Proposals (RFP) for
satellite applications and when will Satellite grants. This RFP will include the funding allocations,
the application be available. application requirements and the dates for submission.

How must applicants submit satellite ~ Satellite applications must be submitted electronically using
applications? the online application tool at www broadbandusa.gov.

A satellite project means any project to provide broadband
. . , ; . service to unserved, rural premises either by funding
7
What is considered a satellite project? customer premise equipment, terrestrial equipment and/or

discounted broadband service for at least one year.

To apply for satellite funding, the organization must be a
Who is eligible to apply for satellite satellite ISP, a reseller of satellite ISP service, a distributor or
projects? dealer of satellite ISP service or a consortium of all three of
the above.



QUESTION

What is an eligible service area for a
satellite project?

Can satellite applicants propose to
serve more than one region?

Will more than one application be
approved for a region?

What must an applicant propose to
provide to be eligible as a satellite
project?

What is the application deadline for
submitting technical assistance
applications and when will the
application be available.

How must applicants submit technical
assistance applications?

Applicants can propose to serve only unserved rural premises
in any of the eight regions listed in Section IX.T of the NOFA.
Note that unserved rural premises in proposed funded service
areas of awardees under Round 1 and Round 2 shall not be

ANSWER

eligible for services from satellite projects.

Yes. Applicants may propose to serve more than one region
within an application. The application must be broken out for

each region.

No. Only one application will be approved per region.

At a minimum, an application must commit to providing
broadband service, customer premise equipment (CPE) to
subscribers at no cost and to providing such subscribers at
least a 25 percent reduction in the applicant’s service rates as
of December 31, 2009, for a term of at least one year.

The Agency will publish a Request for Propesals (RFP) for
Technical Assistance grants. This RFP will include the funding
allocations, application requirements and the dates for
submission

Technical Assistance applications must be submitted via
paper. Copies of these applications may be obtained at

www.broadbandusa.gov.




QUESTION

Will there be a limit on the amount of
grant funds that will be provided for
technical assistance applications?

What is the application deadline for
submitting rural library broadband
applications and when will the
application be available.

How must applicants submit rural
library broadband applications?

What can Rural Library Broadband
grant funds be used for?

ANSWER

Yes. Grants for technical assistance will be made in an
amount not to exceed $200,000 per applicant.

The Agency will publish a Request for Proposals (RFP)for
Rural Library Broadband grants. This RFP will include the
funding allocations, application requirements and the dates for

submission

Rural library broadband applications must be submitted via

paper. Copies of these applications may be obtained at

www.broadbandusa.gov.

Award funds may be used by the Applicant to pay for the

costs of the Last Mile connection to the library.

R

1]

sk
<
&

Lot
[




Yukon / Alaska Fibre Network
Interconnection Meeting




0LoZ 'vi Menuer
eysely ‘ebeioyouyy

HuI1}99 | UO0I}IBUU0IIDUT
}IOMION 31ql4 eysely / uoynA




dn-deim pue sde)s IXON
SisaJsjul [leninw |enusjod Jo UoISSNISI(

$1S09 "}sd Bulpnjoul suondo uoidsUUOD
1ql EXSE|Y / UOYNA |ENUS}0d JO UOISSNOSIP PUB MBIASY

uonenys AjiAosuU0D B)SElY pue uoyNA Jo suipno
SuoIoNPOUIU|

UoId2UU0)) iqi4 BYSey / uoynA
epuaby bunasyy




‘Pe1osial Ing peispISU0D SUOIAO SABMOISIY “PaUIBSU0D 89 10U pInoys sjnoJ sjeulsije uo yipimpues ‘uondwnsse oy

JPejussald ale SN ay) pue epeuen uiayinog
0} 3ul] Hodsuel; asianip AjjeosiydesBoab e apinoid 0} seAjeuls)e s|qises) Ajjesiuyoay)

1SoWw € 8y} pue pszuewwns aJe uolelojdxe Buusauibus Areuiwijsid e jo synsey
pejuesald si uoyn A 0} Jusoelpe sylomau jo Aenuns Jaug v

:adoog

(8In0J suuewqns paziwiuiw Jo peseq puej) Aouepunpal jeuonippe

UIIM Sels 8y) spinold 0} exse|y ojul UOIOBUU0D aIqy e aleys o} eljusjod aq Aew aiay |
Ayijigejiene

Yiomisu eale spim Buunsus ul pajsalelu; ae Siap|oysxe)s Uo)N A jje pue [2)S8MyLION

0} 'sall} 15810} 'SPOOY} ‘WSI|EPUEBA JO UORONISUOD o}snpsino o

SjudAe |einjeu pue Ajaoe uewny Aq Jusuuiedw 1o yoealq

0} 8|qelsu|nA ale uojuowp3 pue 8sIoYSHYAA Usamiaq yulj Wy 0002~ SIy} Jo suonoas Auepy
6002 j0 1snbny ui peisjduiod

US®q sey epeued uisyinos yim uoyn A Bunosuuos yulj a1qy snonbiuoo isiy oy |

‘punosbyoeg

JuaWIN20Q sy} Jo 2dods pue punoibypeg




sieak ¢ ise| sy} uiyim siapinoid
SOIAISS 9S3Y} JO YoBS YJIM UOI}OSUUODIBIUI IOM}BU 0] pslejal Bojelp pey sey sisamylioN

swajsAs suljuiew sy} yim eysely jJsesyinog ui SSIHUNWWOD JBIaNSS

Bunosuuos wajsAs ejqes SULBWIgQNS pauoo)ssy jeuoibal e pajs|dwos Ajjusoal sey |09

uoba1Q pue uojBulysepn ur syuiod e Buipue; ‘gp Jemoy
SU3 Yim eysely Buiosuuod weysAs sjqeo sunewqgns Juepunpai e pjing 0} }s11j 84} SEM |D9)

81 1omo| sy
0} Suoiosuuod Juepunpal Ajiny Yiim Jsiued puodsss syj i Bunjew ‘uojBuiysepy pue uobaip
UM exsely Bunosuuoo sjesse s|geo suewqgns pasinboe pue 3jing Ajonissaibbe sey SOV

$9]qed aullewqns pue pue| ui Ajoedes pases)
Aq psjuswbne ‘sapjioe; syjjeles pue SABMOIDIW JO SN PaNURU0D U Ajinesy saljal |9 |\

(MSTV :DVASVYN) (SOV) sweishs uonesiunwiwon eysepy -

(VINOND :DVYASYN) 109

(L '3SAN) woosepy 1®1lvy °
‘B)se|y ul siojesado yiomiau eale apim Arewind ¢ ale aiay 1

ANISISAIP >JOMIBU 10J
suondo 3|qissod g syIoMIBN ueSely Jo ASAINS




BEMNY

B

w979 - paiseaday Loy plo)

W Lp L - e o) unnbuy

w0y - uooBuy 0138y waey

Wy yiy - nesuny oy Bingsieiag

unj g7 {suueny) Bingsiatag oy syBus i
Wy par - sbusig o) vy
(priopeadas) u gus - ueyEy o i

SRS I

sayoue.g
1S9M/ISeq Ny pue 1seyvIs 109 1S9/ pue 3se3 pajiun exsepy 1095

10D SHIOMISN ueysely jJuadelpy Jo AsAing




NUPY 2IPRH W 46
[stimaies i g

puaba)

181V B SOV
'SHIOMISN UeMSely Juadelpy Jo ASAINS

it

suusod Buip

L

&

3

1

L

Abey

afit ,%7
LA

S

8|qed SOV




Hadny aould 0} sauleH Jo uod wouy sdeb ul |14

elquinjod ysnug
‘Hadny 8ould 0} Aembeyg o od woly sdeb ur )14

AemybiH eysely ay) buoje sdeb u 1114

suondo
AISISAIQ YIOMIBN BYSBlY / UOYNA




- .”.,...;, ; L e = T " (80| o aiqy Bunsixg
oxee|Bupg . o _ ;

|
snmsswsen 9441 Posodold M
i
|

‘alyseapezogh
; Ayseapezog
uopauNpsauleL
. 4
Beduieun o
l[lEuESpusiy

&)

Japiog pue uonaunp
ejlaq usamiaq
deb auqy wy zz¢

13piog pue uaiadunp
sauleH usamiaq
deb aiquy w e

S350 (Y] 4O BAISNIX® (SJejjod NAD WOb-2£$) Juswisaau] [eyde) epeued R Sp 301
(91ewnsy syed |leg) dol sjqel T # uondo

Aemybiy eysely :T# uondQ AJISISAIg HIOMISN




2.qy Bunsixy
BIGY pasodold W
. |
‘pusben

Homiall isejy3s 109

Fieylws

S1S09 Nyl J0 dAIsnjoX® (siefloq N WG 9L-G'Z1$) Juswiyseny lende epaued g gn jeld |
(S1ewins3 stied jleg) do) sjqe] ¢ # uopdd -
SIS09 Nl J0 SnIsnjoxe (slellog NGO INLZ-G1$) Juswysanuj [Bjiden BpeUR) R SN jejo ]

(e18WNST YIed |jeg) do] sjqe] 7 # uondop

Iseyv3S 129 buisn padny adung
0} Aembeis 10 sauleH eln astoyayym ‘s# Pue z# suondo A3isiaaiq yiomiap




