AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

IS THE BROADBAND STIMULUS WORKING?

HEARING

BEFORE THE
SUBCOMMITTEE ON COMMUNICATIONS AND
TECHNOLOGY

OF THE

COMMITTEE ON ENERGY AND
COMMERCE
HOUSE OF REPRESENTATIVES

ONE HUNDRED THIRTEENTH CONGRESS

FIRST SESSION

FEBRUARY 27, 2013

Serial No. 113-9

&

Printed for the use of the Committee on Energy and Commerce

energycommerce.house.gov

U.S. GOVERNMENT PRINTING OFFICE
80-019 WASHINGTON : 2014

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON ENERGY AND COMMERCE

FRED UPTON, Michigan
Chairman

RALPH M. HALL, Texas
JOE BARTON, Texas

Chairman Emeritus
ED WHITFIELD, Kentucky
JOHN SHIMKUS, Illinois
JOSEPH R. PITTS, Pennsylvania
GREG WALDEN, Oregon
LEE TERRY, Nebraska
MIKE ROGERS, Michigan
TIM MURPHY, Pennsylvania
MICHAEL C. BURGESS, Texas
MARSHA BLACKBURN, Tennessee

Vice Chairman
PHIL GINGREY, Georgia
STEVE SCALISE, Louisiana
ROBERT E. LATTA, Ohio
CATHY McMORRIS RODGERS, Washington
GREGG HARPER, Mississippi
LEONARD LANCE, New Jersey
BILL CASSIDY, Louisiana
BRETT GUTHRIE, Kentucky
PETE OLSON, Texas
DAVID B. McKINLEY, West Virginia
CORY GARDNER, Colorado
MIKE POMPEO, Kansas
ADAM KINZINGER, Illinois
H. MORGAN GRIFFITH, Virginia
GUS M. BILIRAKIS, Florida
BILL JOHNSON, Missouri
BILLY LONG, Missouri
RENEE L. ELLMERS, North Carolina

HENRY A. WAXMAN, California
Ranking Member

JOHN D. DINGELL, Michigan
Chairman Emeritus

EDWARD J. MARKEY, Massachusetts

FRANK PALLONE, Jr., New Jersey

BOBBY L. RUSH, Illinois

ANNA G. ESHOO, California

ELIOT L. ENGEL, New York

GENE GREEN, Texas

DIANA DEGETTE, Colorado

LOIS CAPPS, California

MICHAEL F. DOYLE, Pennsylvania

JANICE D. SCHAKOWSKY, Illinois

JIM MATHESON, Utah

G.K. BUTTERFIELD, North Carolina

JOHN BARROW, Georgia

DORIS O. MATSUI, California

DONNA M. CHRISTENSEN, Virgin Islands

KATHY CASTOR, Florida

JOHN P. SARBANES, Maryland

JERRY McNERNEY, California

BRUCE L. BRALEY, Iowa

PETER WELCH, Vermont

BEN RAY LUJAN, New Mexico

PAUL TONKO, New York

1)



SUBCOMMITTEE ON COMMUNICATIONS AND TECHNOLOGY
GREG WALDEN, Oregon

ROBERT E. LATTA, Ohio

Vice Chairman
JOHN SHIMKUS, Illinois
LEE TERRY, Nebraska
MIKE ROGERS, Michigan
MARSHA BLACKBURN, Tennessee
STEVE SCALISE, Louisiana
LEONARD LANCE, New Jersey
BRETT GUTHRIE, Kentucky
CORY GARDNER, Colorado
MIKE POMPEO, Kansas
ADAM KINZINGER, Illinois
BILLY LONG, Missouri
RENEE L. ELLMERS, North Carolina
JOE BARTON, Texas
FRED UPTON, Michigan, ex officio

Chairman

ANNA G. ESHOO, California
Ranking Member

EDWARD J. MARKEY, Massachusetts

MICHAEL F. DOYLE, Pennsylvania

DORIS O. MATSUI, California

BRUCE L. BRALEY, Iowa

PETER WELCH, Vermont

BEN RAY LUJAN, New Mexico

JOHN D. DINGELL, Michigan

FRANK PALLONE, JRr., NEW JERSEY

BOBBY L. RUSH, Illinois

DIANA DEGETTE, Colorado

JIM MATHESON, Utah

G.K. BUTTERFIELD, North Carolina

HENRY A. WAXMAN, California, ex officio

(I1D)






CONTENTS

Page
Hon. Greg Walden, a Representative in Congress from the State of Oregon,
0pening SEALEMENT ......coviiiiiiiiiieeiiieeeeee et ea e e eataees 1
Prepared statement 3
Hon. Anna G. Eshoo, a Representative in Congress from the State of Cali-
fornia, opening StatemMent ..........ccccevviiiiiiiiiiiiieiiee e 4
Hon. Joe Barton, a Representative in Congress from the State of Texas,
opening StAtEMENT .......oocoiiiiiiiiiieee et 5
Hon. Robert E. Latta, a Representative in Congress from the State of Ohio,
0PENING SEALEIMENT ....ooviiiiiiiiiiiiiee e e e e e ee e s 6
Hon. Cory Gardner, a Representative in Congress from the State of Colorado,
0pening StALEMENT .....ocoviiiiiiiiiieciieeee ettt 6
Hon. Henry A. Waxman, a Representative in Congress from the State of
California, opening Statement ...........ccccooceeriieiiiiinieeiieneeeeee e 7
Hon. Leonard Lance, a Representative in Congress from the State of New
Jersey, prepared Statement ..........ccccocciiiieiiiiiciee e 163
Hon. Bruce L. Braley, a Representative in Congress from the State of Iowa,
prepared StateMENT ..........coccciiiiiiiiiieiiiieeee e e s eraees 163
WITNESSES
Lawrence E. Strickling, Assistant Secretary for Communications and Informa-
tion, and Administrator, National Telecommunications and Information Ad-
ministration (NTIA), U.S. Department of Commerce .........cccccceeeeeeriierieenneennee. 9

Prepared statement .........c.ccoeeieiiiiiiiniiieeiiee .12
Answers to submitted qUESEIONS .....cc.eeeveiiiiieiiiiecieeee e 243
John Padalino, Acting Administrator, Rural Utilities Service (RUS), U.S.
Department of AGriculture .........cccccoeciiiiiiiieiiiieeeeeeee et e e 28
Prepared statement ............ccocccvieeiiiiieiieceee e 30

Peter Kirchhof, Executive Vice President, Colorado Telecommunications Asso-
(G E: 1716} o NPT P PP P PR PPIOP P RUPPOOPPPROP
Prepared statement ......................
Answers to submitted questions
Ann Eilers, Principal Assistant Inspector General for Audit and Evaluation,

Office of Inspector General, U.S. Department of Commerce ..............ccuvven.een. 82
Prepared statement ..........ccoccoeciiiiiiiiiiinii e . 84
Michael K. Smith, State President-Vermont, Fairpoint Communications .. 107
Prepared statement ..........cccccoceiiieiiiiiiiieeeeeee e .. 109
Answers to submitted questions .. 253
Bruce Abraham, Board of Directors, North Georgia Network .. 115
Prepared statement ............ccccceeeeviiiiiiiiiencieeee e .. 118
Joe Freddoso, President and CEO, MCNC .. 126
Prepared statement ..........cccooociiiiiiiiiii e 128
SUBMITTED MATERIAL
Letter of February 26, 2013, from the School, Health & Libraries Broadband
Coalition, submitted by Ms. Matsui 165
Article entitled, “Why a one-room West Virginia Library runs a 20,000 Cisco
router,” submitted by Mr. Walden .........ccccccceeviiiiiiiiiiiniieecieeeccieeeeieee e e 173
Letter of February 26, 2013, from the National Association of Telecommuni-
cations Officers and Advivors, submitted by Mr. Walden ..........cccccceevvvennnnee. 178
Article entitled, “Waste is Seen in Program to Give Internet Access to Rural
U.S.,”February 11, 2013, the New York Times, submitted by Ms. Eshoo 181
Letters of support, submitted by Ms. Degette .......cccccooevviieniiriiiinieniieieeieee. 185

%)



VI
Page
Chart entitled, “75 percent of schools in North Caroline have broadband
over 50 Mbps compared to 4 percent of schools in Colorado,” submitted
DY MS. DEGEELE c.nevveieeiiiieiiieeiee ettt et et e et e e s e e staee e baeesaseeennnne
Statement of Christopher Thurow, Sr., submitted by Mr. Kinzinger
Letters of support, submitted by Mr. Gardner ...........ccccocceevieriiienieniiienienieeenn.




IS THE BROADBAND STIMULUS WORKING?

WEDNESDAY, FEBRUARY 27, 2013

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

The subcommittee met, pursuant to call, at 10:03 a.m., in room
2322 of the Rayburn House Office Building, Hon. Greg Walden
(chairman of the subcommittee) presiding.

Members present: Representatives Walden, Latta, Shimkus,
Gardner, Pompeo, Kinzinger, Long, Ellmers, Barton, Eshoo, Doyle,
Matsui, Welch, Pallone, DeGette, and Waxman (ex officio).

Staff present: Ray Baum, Senior Policy Advisor/Director of Coali-
tions; Sean Bonyun, Communications Director; Matt Bravo, Profes-
sional Staff Member; Andy Duberstein, Deputy Press Secretary;
Neil Fried, Chief Counsel, Communications and Technology;
Debbee Hancock, Press Secretary; Heidi King, Chief Economist;
Brian McCullough, Senior Professional Staff Member, Commerce,
Manufacturing, and Trade; Gib Mullan, Chief Counsel, Commerce,
Manufacturing, and Trade; Andrew Powaleny, Deputy Press Sec-
retary; David Redl, Counsel, Telecom; Charlotte Savercool, Execu-
tive Assistant, Legislative Clerk; Roger Sherman, Democratic Chief
Counsel; Shawn Chang, Democratic Senior Counsel, Margaret
McCarthy, Democratic Staff; Patrick Donovan, FCC Detailee; and
Kara van Stralen, Democratic Special Assistant.

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

Mr. WALDEN. We will call the Subcommittee on Communications
and Technology hearing to order. Our hearing today is entitled,
“The Broadband Stimulus: Is It Working?”

Good morning, everyone. I want to welcome our witnesses today
for this hearing, which will look at all these issues related to how
the stimulus money was spent on building out broadband.

I am just going to tell you, at a time when President Obama and
his administration is threatening to lay off meat inspectors, FAA
controllers, TSA agents, throw Head Start students out of class,
and cut teachers as the best way to deal with the sequester, our
subcommittee will look at how parts of the Obama administration
have allowed millions, perhaps hundreds of millions of dollars in
overspending, overbuilding, and waste in their rush to spend the
7 billion in broadband stimulus money for underserved and
unserved areas of this country.
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To be sure, some of the money may be being spent as intended
while other awards have been revoked and the money returned to
the Treasury. When this bill was rushed through this committee,
my Republican colleagues and I raised questions about how pru-
dent it was to spend the money before the broadband maps were
completed showing where it was spent, where would be appropriate
to spend it in unserved areas. They wanted to get the money out
the door before the maps were drawn. Republicans pointed out that
the private sector was investing an order of magnitude more ex-
tending service all across America. For the government, which bor-
rows 40 cents of every dollar it spends, to get in this game seemed
unnecessary.

Today, we know that the private sector has spent $65 billion a
year on broadband for the past decade, but the government mean-
while can’t find the money to cover veterans who have to wait in
line 2 years to get their claims for benefits approved because it
says it doesn’t have the funds.

So the Obama administration’s priority was to fund routers de-
signed to support more than 200 simultaneous users to a library
in West Virginia housed in a single-wide trailer with just one inter-
net connection. Here is a picture of that library. To put this in con-
text, even accounting for 100 times growth in the number of inter-
net users at the library, routers capable of handling 100 users each
cost at least $16,000 less than were purchased. $16,000 less.

The NTIA and RUS likely made some good choices. In many
areas of the country, the money may have been spent appro-
priately, probably was. And that is a good thing. That is what we
would all want. After all, if the money was going to get spent, then
we would all hope it would get spent appropriately.

However, approximately %611 million of the funding covering 42
projects has been revoked, relinquished, or suspended. Advocates of
the law said it needed to be rushed through Congress to infuse
money into the troubled economy and that the funding would go to
shovel-ready projects. Yet we know even in West Virginia some of
these routers are sitting idle for 3 years. Yet 4 years in to the pro-
gram only 60 percent of the broadband funds have been put to use.
And of the 553 projects funded, only 58 are finished or in the fin-
ishing stages, even though all were originally supposed to be com-
pleted by next September.

Allegations of overbuilding persist. Indeed, a spate of national
stories in recent weeks have pointed to the $100 million EAGLE—
Net grant in Colorado as a quintessential example of overbuild. Ac-
cording to the New York Times, the currently suspended project
built a third fiber connection—a third fiber connection—to an 11-
student elementary school in Agate, which the school said it didn’t
want or need, instead of to rural mountain communities desperate
for access. The Department of Commerce Inspector General and the
state auditor have both recently concluded that West Virginia over-
spent hundreds of thousands or even millions of dollars on enter-
prise-grade servers for small libraries with only a few computers.

By contrast, the private sector has built out broadband to 96 per-
cent of the population last decade and 70 percent of the country
now subscribes. The number of Americans with broadband at home
grew from 8 million to 200 million between 2000 and 2009. Another
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20 million signed up by 2011. There was no need to reinvent this
wheel. Doing so is not only inefficient; it is counterproductive.
First, overbuilding provides “seconds” or “thirds” to some parts of
the country before others have even had “firsts.” Second, it unfairly
subjects to government-subsidized competition businesses that
have invested their own funds.

So in conclusion, promoting broadband is a laudable goal. But
there are many laudable goals in our government. And when the
government is borrowing 40 cents on every dollar to fund govern-
ment services, we cannot afford them all, especially if the private
sector is succeeding without government involvement. From what
we now know, the government has spent millions if not hundreds
of millions on equipment it did not need and on stringing fiber to
areas that already have it. Republicans won’t tolerate wasteful gov-
ernment spending, and it appears we have uncovered millions that
fit that category. If the Obama Administration was going to spend
this money wisely, it would have targeted it to the 4 percent of the
country where there is no economic business case to be made for
private sector investment. Increasing stories of overbuilding and
waste suggest the administration has failed to adequately do so.

And I understand as result of our work and other audits and in-
vestigations, there may be deals in the works to actually reclaim
some of this money or at least make other adjustments. My sugges-
tion to both Colorado and West Virginia, if the money wasn’t sup-
posed to be spent the way you spent it, the federal taxpayers de-
serve to have it all back.

And with that I recognize the gentlelady from California.

[The prepared statement of Mr. Walden follows:]

PREPARED STATEMENT OF HON. GREG WALDEN

At a time when President Obama and his administration is threatening to lay off
meat inspectors, FAA controllers, TSA agents, throw head-start students out of class
and cut teachers as the best way to deal with the sequester, our subcommittee will
look at how parts of the Obama administration have allowed millions—perhaps hun-
dreds of millions—of dollars in overspending, overbuilding and waste in their rush
to spend the $7 billion in broadband stimulus money for underserved and unserved
areas of the country.

To be sure, some of the money may be being spent as intended while other awards
have been revoked and the money returned to the treasury. But when this bill was
rushed through this committee, my Republican colleagues and I raised questions
about how prudent it was to spend the money before the broadband maps were com-
pleted showing where the unserved areas were. Republicans pointed out that the
private sector was investing an order of magnitude more extending service all across
America. For the government, which borrows 40 cents of every dollar it spends, to
get in this game seemed unnecessary. Today, we know that the private sector has
spent $65 billion a year on broadband for the past decade, but the government
makes veterans wait years to get their claims for benefits approved because it says
it doesn’t have the funds.

So the Obama administration’s priority was to fund routers designed to support
more than 200 simultaneous users to a library housed in a single-wide trailer with
just one Internet connection. To put this in context, even accounting for one hun-
dred times growth in the number of Internet users at the library, routers capable
of handling 100 users each costs at least $16,000 less than what was purchased.

The NTIA and RUS likely made some good choices. In many areas of the country
the money may have been spent appropriately. That’s a good thing. After all, if the
money was going to get spent, then we would all hope it would get spent well.

However, approximately $611 million of the funding covering 42 projects has been
revoked, relinquished, or suspended. Advocates of the law said it needed to be
rushed through Congress to infuse money into the troubled economy and that the
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funding would go to shovel-ready projects. Yet four years into the program, only 60
percent of the broadband funds have been put to use. And of the 553 projects fund-
ed, only 58 are finished or in the finishing stages, even though all were originally
supposed to be completed by September 30, 2013.

Allegations of overbuilding persist. Indeed, a spate of national stories in recent
weeks have pointed to the %100 million EagleNet grant in Colorado as the quin-
tessential example. According to the New York Times, the currently suspended
project built a third fiber connection to an 11-student elementary school in Agate-
which the school says it does not need or want-instead of to rural mountain commu-
nities desperate for access. The Department of Commerce Inspector General and a
state auditor have both recently concluded that West Virginia overspent hundreds
of thousands or even millions of dollars on enterprise-grade servers for small librar-
ies with only a few computers.

By contrast, the private sector has built out broadband to 96 percent of the popu-
lation in the last decade and 70 percent of the country now subscribes. The number
of Americans with broadband at home grew from eight million to 200 million be-
tween 2000 and 2009. Another 20 million signed up by 2011. There was no need
to reinvent the wheel. Doing so is not only inefficient, it’s counter-productive. First,
overbuilding provides “seconds or thirds” to some parts of the country before others
have even had “firsts.” Second, it unfairly subjects to government-subsidized com-
petition businesses that have invested their own funds. This potentially divides the
customer base from which the company can recover costs, jeopardizing its business
and the jobs it created. Third, it puts the federal dollars at greater risk, since the
subsidized entity must similarly compete with the existing private businesses.

Promoting broadband is a laudable goal. But there are many laudable goals.
When the government is borrowing almost 40 cents on every dollar to fund govern-
ment services, we cannot afford them all, especially if the private sector is suc-
ceeding without our involvement. From what we know now, the government has
spent millions on equipment it did not need and on stringing fiber to areas that al-
ready had it. Republicans won’t tolerate wasteful government spending, and it ap-
pears we’'ve uncovered millions that fit that category. If the Obama administration
was going to spend this money wisely it would have targeted it to 4 percent of the
country where there is no economic business case for private sector investment. In-
creasing stories of overbuilding and waste suggest the Obama administration failed
to adequately do so.

# # #

OPENING STATEMENT OF HON. ANNA G. ESHOO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Ms. EsH00O. Good morning, Mr. Chairman, members of the com-
mittee. And to our witnesses, welcome.

I didn’t have this in my prepared remarks but I can’t help but
say so. What is the answer, sequester? I think that, number one,
the President of the United States, with all due respect to the
Chairman, is not the purchasing agent for this program. So let us
keep things in context.

I think the title of today’s hearing—“Is the Broadband Stimulus
Working?”—I believe that it is. Are there some issues that we need
to discuss? Do we need to do serious oversight of everything to
track taxpayer dollars? Of course we do. That is the responsibility
of the Congress. The investments made in broadband infrastruc-
ture are having, I believe, a profound impact in local communities
around the country.

The Chairman said that approximately $611 million of the BTOP
and BIP funding covering 42 projects has been revoked, relin-
quished, or suspended. The fact of the matter is, is that the termi-
nated BTOP projects have spent approximately $11 million rep-
resenting 0.3 percent of BTOP funds. Should we track those down?
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Sure we should. But let us keep things in context. I mean it is kind
of like down boy. We don’t need hair on fire here.

And additionally, approximately $200 million in previously sus-
pended BTOP grants are now back on track. So thanks to BTOP
funding, the rural Iowa Telehealth Initiative is enabling Iowans
living in rural and medically underserved areas to receive the af-
fordable healthcare they need. In Oregon the Monroe Telephone
Company has used BIP funds to bring fiber to the premises to more
than 2,300 residents, 29 local businesses and 7 local institutions.
And at the College of Menominee Nation in Wisconsin, BTOP fund-
ing has enabled the reservation to open a community technology
center where previously only dial-up internet was available. These
are real-life stories in real-life States in real-life communities of
how the Act is working.

As we have discussed in oversight hearings throughout the last
two Congresses, there are always challenges along the way. I have
never seen a program in a Republican administration or a Demo-
cratic administration or a Republican Congress or a Democratic
Congress that doesn’t have issues. They are sticky wickets. Life is
not tidy. But it is our responsibility to track all of that down.

I don’t think the solution is to attack the overall merits of a pro-
gram. Instead, as I said previously, rigorous oversight by NTIA,
RUS, and the Inspector General of these respective agencies is nec-
essary to ensure that the projects remain on track and achieve
their intended goals. There is no doubt that we have much more
work ahead of us because something that still dogs us is the fol-
lowing: 19 million Americans remain unable to obtain a broadband
connection. This is not a source of pride to our country. So should
we blow up what we have set out to do? I don’t think so. I don’t
think so.

The problem is particularly pervasive in rural and tribal areas
where between V4 and %5 of the population remains without access
to broadband. The BTOP and BIP programs are helping to tackle
these challenges, and with this subcommittee’s continued focus on
broadband, we can and one day, I think, be able to meet the chal-
lenge, be the envy of the world in availability and speed of service.

I am very grateful to each of the witnesses for your commitment
to expanding the deployment and adoption of broadband nation-
wide. And in particular, I would like to offer a special thanks to
Bruce Abraham and Joe Freddoso who have traveled to Wash-
ington, as many witnesses do, to share the successes of the BTOP
program. And I don’t know. Do I have any time remaining?

Do you want 14 seconds, Ms. Matsui? You are fine? OK.

With that I will yield back the balance of my time.

Mr. WALDEN. Gentlelady yields back the balance of her time. The
chair now recognizes the gentleman from Texas, Mr. Barton.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Mr. Chairman. I apologize for being a
little bit late, but I am here. So that is good.

The American Reinvestment and Recovery Act was signed into
law in 2009. I didn’t support that Act at that time. That law dras-
tically increased spending. It also created some opportunities in my
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opinion for wasteful spending. It appears that both the Broadband
Technology Opportunities Program, which most people call BTOP,
and the Broadband Incentive Program, which most people call BIP,
have fallen victim to the hated government waste.

During the time that I served as ranking member of the full com-
mittee, I questioned both the National Technology and Information
Administration and the Rural Utility Service Corporation over
their ability to carry out the Broadband Initiative. When executed
correctly—and I want to emphasize correctly—I believe that both
BTOP and BIP are programs that can add value to the lives of our
citizens. The goal of these programs are to “provide access to
broadband services to consumers residing in underserved areas.”
Yet, it doesn’t appear to me that the results so far have achieved
that goal.

The complaints of overbuilding, we hear from the carriers and
the facts that we see regarding the actual number of projects,
which is abysmal in my opinion, that have been completed, leads
to me to believe that this is a program that needs to be reviewed
very strongly and perhaps restructured.

And with that, Mr. Chairman, I thank you for your time and I
yield back.

Mr. WALDEN. I now recognize the vice chair of the subcommittee,
Mr. Latta.

OPENING STATEMENT OF HON. ROBERT E. LATTA, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO

Mr. LATTA. Thank you very much, Mr. Chairman. And thank you
very much for holding the hearing today. And I also welcome our
distinguished panel of guests for testifying today.

High-speed broadband has become a necessity of life. It has al-
ready transformed our economy and the possibilities for the future
are endless. I represent not only rural areas of the State of Ohio
but also suburban, and I am keenly aware of the importance that
broadband deployment plays in economic development and the
nexus this access has to job creation. I feel very strongly that the
country’s free market private investment approach to broadband
expansion has been very successful. It is outstanding that the pri-
vate sector wired and wireless broadband providers have invested
billions each year since 2002 through 2011.

While there are many positive stories of BTOP and BIP projects,
including several in the state of Ohio, the stories of waste, fraud,
and abuse are alarming. As with all of our government programs,
taxpayers deserve thorough oversight of the billions of dollars spent
on these programs.

And with that, Mr. Chairman, I yield back. Thank you.

Mr. WALDEN. I now recognize the gentleman from Colorado, Mr.
Gardner.

OPENING STATEMENT OF HON. CORY GARDNER, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF COLO-
RADO

Mr. GARDNER. Thank you, Mr. Chairman. And thank you very
much for the time to hold this hearing today, and thank you, Mr.
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Strickling, and the other witnesses today. Mr. Kirchhof from Colo-
rado, thank you for being here.

I guess I had some prepared comments yesterday that we were
going over to talk about this morning’s hearing. And then I spent
an hour yesterday listing to a Legislative Audit Committee in the
Colorado State Legislature. It is a bipartisan committee, equal
amount of Republicans and Democrats on this committee where the
end statement by a leading State Senator, a Democrat, was this:
the more we hear about EAGLE—Net, the more questions we have.

I just read some comments from constituents that I have before
we get into this about EAGLE-Net. And that is the subject of this
hearing. What is happening, what is going on, and why do we have
so much overbuild in Colorado out of $100 million at a time when
this government is trying to scrape money together?

One constituent, PC Telecom, having overbuilt nearly 100 per-
cent of PCT’s fiber-optic facilities in Colorado, and we have another
company in Colorado. All of C—Com’s network information was
available to EAGLE-Net in advance of their overbuilds. We have
another company, private company in Colorado. Blanca was more
than willing to offer NTIA reasonable terms that would have saved
them an estimated $20 million, but NTIA, with full knowledge that
Blanca served almost every community institution in its service
territory, chose instead to duplicate their high-speed internet serv-
ices.

These are private sector jobs. At a time when the White House,
at a time when all of us talk about creating middle-class jobs, good-
paying jobs, we have a $100 million grant that went to the State
of Colorado that is putting at risk private sector jobs, the very
good, middle-class-paying jobs that we are trying so desperately to
create and preserve.

In the Denver Post yesterday there was a story, 96 million out
of the $100 million has already been tied up in this grant, yet only
25 percent of the more than 220 K through 12 school districts, li-
braries, community colleges and other educational institutions that
are supposed to be wired into the network are actually connected.
At the hearing yesterday, the representatives of EAGLE-Net
couldn’t tell us who they served, who their members were, how
much has been built, how much money they have. When a non-par-
tisan audit committee says the more we hear, the more questions
we have, something has gone dramatically wrong. And the fact is,
when we hear statements from the intergovernmental entity itself
that they don’t know, they can’t provide the answers, but they have
spent almost all of this and are 25 percent completed, this isn’t
working.

Mr. WALDEN. The gentleman’s time has expired. The chair recog-
nizes the ranking member of the committee, Mr. Waxman.

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

Mr. WAXMAN. Thank you, Mr. Chairman.

Today is the Committee’s seventh oversight hearing regarding
the Broadband Technology Opportunities Program, or what we call
BTOP, and the Broadband Initiative Program, or BIP. I may not
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agree with the chairman’s conclusions, but I commend him for his
diligence. When we ask questions as part of our congressional over-
sight, it helps protect the taxpayers.

I would like to welcome all of our witnesses. In the case of Assist-
ant Secretary Strickling, welcome back. To our other witnesses, we
appreciate your willingness to share your perspectives. I am par-
ticularly pleased to have two grantees who can speak directly to
the success of the Broadband Recovery Act Programs. Bruce Abra-
ham is here from North Georgia Network, a project that is bringing
economic and educational benefits to rural areas of his state. And
on behalf of Mr. Butterfield, I would like to offer a special welcome
to Mr. Freddoso, who has worked extensively with Mr. Butterfield
to bring broadband to unserved and underserved areas of eastern
North Carolina.

Oversight of BTOP and BIP began as soon as the ink was dry
on the Recovery Act. Indeed, Congress built oversight into the very
structure of these programs by providing millions of dollars to the
Inspectors General at the Departments of Commerce and Agri-
culture in order to conduct vigorous audits and reviews of the pro-
grams. We knew that NTIA and RUS had a daunting task—invest-
ing taxpayers’ dollars both quickly and wisely in a manner that
was fair, open and transparent to the American people. Assistant
Secretary Strickling and Acting Administrator Padalino, your agen-
cies are meeting this challenge.

The projects funded by BTOP and BIP are transforming commu-
nities across the country. We all recognize and applaud the billions
of dollars in private investments that has delivered broadband to
millions of Americans. But as demonstrated by the overwhelming
demand from applicants when the programs were launched, public
investments are also needed to connect persistently unserved and
underserved areas of our Nation. Without these investments, some
Americans would be excluded from today’s digital economy.

As this committee’s continued interest in the broadband program
indicates, we expect NTIA and RUS to be careful stewards of public
dollars. Assistant Secretary Strickling, NTIA has been a model of
transparency and accountability. As you stated in your testimony,
the majority of BTOP projects are meeting and exceeding their
project timetables. And we have every reason to expect they will
be completed on schedule.

Acting Administrator Padalino, as I have said before, I believe
RUS still has work to do on this score. The GAO recently rec-
ommended that your agency collect more reliable data to assess
progress of BIP. I am interested to hear what your agency is doing
to respond to the GAO’s recommendations, and in particular, what
steps you are taking to make such information publicly available.

I am also disappointed that the Office of the Inspector General
from the Department of Agriculture is not testifying today to up-
date the Committee on its work to ensure BIP funds are being
well-managed.

I thank everybody who is going to be testifying today, and I want
to yield the balance of my time to my fellow Californian member
from Sacramento, Ms. Matsui.

Ms. MATsuIL. Thank you, Ranking Member Waxman, for yielding
me time and I thank the witnesses for being with us today.
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Throughout the BTOP process, I have advocated for broadband
adoption and digital literacy grants for urban underserved and an-
chor institutions. In addition to adoption, I believe digital literacy
will be even more important as more and more Americans rely on
their mobile devices, Smartphones and tablets for their daily com-
munications.

In my opinion, the BTOP program has laid a foundation for ad-
vancing our internet economy. It has connected more than 11,000
community anchor institutions to high-speed broadband internet
services. As a result of the State of California’s Broadband Adop-
tion Grant, community colleges like Los Rios Community College
are now able to provide training and digital literacy skills for local
residents in my district of Sacramento. Additionally, a BTOP grant
allocated to the California Emerging Technology Fund will initiate
an innovative program that provides computers to low-income mid-
dle school students in Sacramento. While I continue to strive for
universal broadband adoption, I do believe the BTOP program has
provided a path towards helping to close our Nation’s digital divide.

Finally, I would like to ask unanimous consent to enter into the
record a letter from the Schools, Health, and Libraries Broadband
Coalition.

Mr. WALDEN. Without objection.

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

Ms. MATsUIL Thank you, and I yield back my time.

Mr. WALDEN. The gentlelady yields back her time.

I think that covers the scope of opening statements so we will
proceed into the questions. I request—oh, I am sorry. That is right.
We are so eager to get into our questions.

Mr. STRICKLING. I know you are anxious to ask me questions, but
I

Mr. WALDEN. If you want to waive your opening statement, we
can just get right at this. You are right. We are going to go to open-
ing statements.

And so I want to welcome Hon. Lawrence E. Strickling, Assistant
Secretary for Communications and Information, and Administrator
of the National Telecommunications and Information Administra-
tion—which is a mouthful—U.S. Department of Commerce; and
John Padalino, the Acting Administrator of Rural Utilities Service
(RUS), U.S. Department of Agriculture.

Mr. Strickling, we welcome both you and Mr. Padalino here and
we look forward to your testimony.

STATEMENTS OF LAWRENCE E. STRICKLING, ASSISTANT SEC-
RETARY FOR COMMUNICATIONS AND INFORMATION, AND
ADMINISTRATOR, NATIONAL TELECOMMUNICATIONS AND
INFORMATION ADMINISTRATION (NTIA), U.S. DEPARTMENT
OF COMMERCE; AND JOHN PADALINO, ACTING ADMINIS-
TRATOR, RURAL UTILITIES SERVICE (RUS), U.S. DEPART-
MENT OF AGRICULTURE

STATEMENT OF LAWRENCE E. STRICKLING

Mr. STRICKLING. Well, thank you, Mr. Chairman, and to you, and
to Ranking Member Eshoo, and members of the subcommittee.
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I am here today to update this subcommittee on NTIA’s work to
expand the availability and adoption of broadband in the United
States. And I am pleased to welcome a new partner to the witness
table, John Padalino, the Administrator of the Rural Utility Serv-
ice, who has taken over for Jonathan Adelstein, and I look forward
to working with Administrator Padalino in his new capacity.

Four years after the American Recovery and Reinvestment Act,
I am pleased to report that our broadband efforts are delivering
substantial and meaningful benefits across the country. Our grant-
ees are delivering on their promises to create jobs, stimulate eco-
nomic development, spur private sector investment, and open up
new opportunities in employment, education, and healthcare. And
they are exceeding the program’s goals for deploying new fiber-
optic infrastructure, constructing new public computer centers, and
encouraging greater internet adoption.

To date, our grantees have deployed or upgraded more than
86,000 miles of broadband infrastructure. They are building more
than 2,300 network nodes in 1,400 communities, and over 80 per-
cent of these communities will receive speeds greater than a gigabit
per second. Our grantees have connected almost 12,000 schools, li-
braries, and other community anchor institutions to high-speed
broadband. Eventually, they will connect more than 20,000 commu-
nity anchors in 5,100 communities, and more than 20 percent of
these institutions will receive bandwidths greater than a gigabit
per second. They have entered into more than 600 interconnections
agreements with other companies and organizations to allow them
to provide new or improved services to their homes and businesses
that they serve.

Our grantees have installed more than 40,000 public computer
workstations, provided nearly 10 million hours of training to 2.8
million people, and have generated over 500,000 new broadband
subscribers. These projects are directly funding thousands of jobs
and delivering training that has allowed thousands more Ameri-
cans to find jobs of their own.

From the beginning of this program, NTIA has been cognizant of
the need to design and administer this program in the most effi-
cient manner possible. And indeed, our costs of administration are
among the lowest of any comparable program in the government.

Similarly, the need to protect taxpayer funds against waste,
fraud, and abuse and to ensure that the projects deliver their
promised benefits has been of paramount importance to us. We
have performed extensive and diligent oversight of these projects
without micromanaging them. We have provided technical assist-
ance to recipients to help them perform well and deliver the bene-
fits they have promised. And this oversight involves a significant
level of effort and requires hard decision-making at times when
necessary to protect taxpayer investments.

The vast majority of our projects have performed well. You will
hear from representatives of two of these projects in the second
panel; Joe Freddoso of MCNC in North Carolina; and Bruce Abra-
ham of the North Georgia Network. But as with any program of
this size and complexity, we have had cases where intervention by
us was necessary. Fortunately, because we work hard to identify
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issues as early as possible, we have been able to get projects back
on track.

One of our oversight tools is project suspension. We use it spar-
ingly and only after efforts to improve performance with improve-
ment plans or corrective action programs have not deliver the de-
sired results. Over the history of this program—keeping in mind
that we have about 220 some grantees—we have suspended a total
of nine projects. But a suspension does not mean the project is lost.
In four cases we worked with the grant recipients to get their
projects back in shape and we lifted the suspensions after the
grantees addressed our concerns. As a result, those projects are
stronger, more successful, and more responsible stewards of tax-
payer dollars due to our interventions.

And, Mr. Chairman, of the figure you gave of, I think, 600 mil-
lion of projects suspended/revoked, those projects—those four
projects—account for $221 million, which means those dollars are
back at work in their communities.

The North Florida Broadband Authority Wireless Infrastructure
Project offers a prime example. Our oversight identified concerns
regarding project management and vendor oversight. We froze dis-
tribution of funds to the project, conducted several site visits, and
provided extensive technical assistance to the grantee. We lifted
the project suspension once the recipient implemented manage-
ment and vendor changes, and now, about a year later, that project
is nearing completion and benefiting dozens of communities in
rural North Florida.

Currently, we have three projects on suspension for performance-
related issues. And this accounts for $158 million of the total num-
ber that the Chairman presented in his opening remarks. We are
working closely with the recipients and we are hopeful that they
will get their projects back on track at which time we would be
able to lift the suspensions and allow the grantees to complete
their projects. One of those three projects is EAGLE—Net, which I
am sure we will be talking about in greater detail through the
course of the questioning.

There have been two situations where, despite our best efforts,
we had to terminate projects. However, in those cases our early
intervention allowed us to make the difficult decision to terminate
before either grantee had spent much of its grant award. These
projects account for $139 million of the Chairman’s total, but when
we terminated, they had only spent about $11 million of federal
funds, which represents substantially less than even 1 percent of
the total grant dollars awarded under the Recovery Act.

Mr. Chairman, I am grateful to this subcommittee for its efforts
to ensure that NTIA has had the resources it needs to oversee this
program. I look forward to answering your questions and to con-
tinuing to work together to increase broadband access and adoption
across the country in the most effective and efficient manner pos-
sible. Thank you.

[The prepared statement of Mr. Strickling follows:]
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I Introduction

Chairman Walden, Ranking Member Eshoo, and Members of the Subcommittee, I am
pleased to be here to today to update the Subcommittee on the National Telecommunications and
Information Administration’s (NTIA) work to expand access to and adoption of broadband in the
United States. Four years after the American Recovery and Reinvestment Act, I can report that
our efforts with the Broadband Technology Opportunities Program (BTOP) and State Broadband
Initiative (SBI) are delivering substantial and meaningful benefits to thousands of communities
in every state, the territories, and the District of Columbia.

The $4 billion NTIA invested in roughly 230 projects to expand broadband access and
adoption across the country, including leveraging over $1.4 billion in non-Federal matching
funds to enhance the sustainability of these investments, is helping to ensure that Americans
have the resources and skills needed to benefit from the economic, educational, and civie
opportunities the Internet makes possible. The projects range from large statewide infrastructure

projects supporting the Internet-based economy of the future and jumpstarting economic
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development in areas hard hit by the recession, to high-impact small projects to upgrade library
public computer centers in remote rural towns so residents can access state-of the-art skills
training, to sustainable broadband adoption projects delivering comprehensive, personalized

programs to reduce the number of Americans without broadband in the home.

II.  Success in Achieving Program Objectives

a. Exceeding Performance Goals
Today, nearly two and a half years after NTIA met the Congressionally-mandated
deadline to award all funds by September 30, 2010, 1 am pleased to report that recipients are
delivering on their promises to create jobs, stimulate economic development, spur private-sector
investment, and open up new opportunities in employment, education, and healthcare. NTIA’s
broadband recipients are exceeding programmatic goals for deploying new fiber-optic
infrastructure, constructing new public computer centers, and encouraging greater Internet
adoption. Through December 31, 2012, they have:
o deployed or upgraded more than 86,000 miles of broadband infrastructure;
e connected almost 12,000 community anchor institutions to high-speed broadband
Internet service;
e entered into more than 600 agreements with third-party providers to leverage or
interconnect with their networks;
e installed more than 40,000 workstations in public computer centers benefitting

approximately 20 percent of the country’s libraries;’

! See American Library Association, First Report on “BTOP and U.S. Public Libraries” Shares Community Impacts,
February 12, 2013, http://www.ala.org/news/pr2id=12415.
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o provided more than 9.9 million hours of technology training to approximately 2.8
million users;

o generated over 520,000 new broadband Internet subscribers; and

¢ funded approximately 4,000 jobs each quarter for the past five quarters and
enabled the beneficiaries of digital literacy training to secure thousands more.

On every metric against which NTIA is measuring progress within the broadband
programs, grantees exceeded their targets in 2012 and are well on their way to meeting or
exceeding their 2013 targets as well.

In all, NTIAs broadband recipients have spent approximately $2.8 billion in federal
funds and approximately $900 million more in matching funds in meeting these metrics.
Notwithstanding project delays caused by environmental reviews, complex procurements and
severe weather, program progress remains strong with over 70 percent of NTIA’s Recovery Act
funding expended.

b. Impacting Local Communities

The numbers only tell part of the story. Another important gauge of the success of
NTIA’s broadband programs can be found in the countless stories from individuals and
communities of how the broadband projects are transforming their lives. A good example is
Maine, where a combination of NTIA-funded broadband projects is making tremendous
differences in broadband access, economic development, healthcare, education, and digital
literacy.

The Three Ring Binder project — one of the first awards announced in December of 2009
— which is supported by the Maine state government, the state university system, and a group of

small telecom carriers, used $25.4 million in Recovery Act funds to build a 1,100-mile dark-fiber
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network across the state consisting of three interconnected fiber rings. Thirteen local carriers are
now leasing that fiber to bring broadband to rural communities that, in many cases, previously
had only dial-up service.

The Three Ring Binder project is also connecting community anchor institutions across
the state. The University of Maine system will now be able to bring 10-gigabit connections to all
seven university campuses to support big data-driven research and collaboration with other major
academic institutions around the nation. The project is also turning on a 10-gigabit connection to
the Jackson Lab, a genetics lab, so that it can exchange extremely large gene sequencing datasets
with a new facility in Farmington, Connecticut.

Axiom Technologies is using a $1.4 million broadband adoption grant in very innovative
ways in Washington County, Maine. It is transforming Down East Community Hospital — a 25-
bed critical-care hospital in Machias, connected by the Three Ring Binder project — into a
teaching facility for nursing students. The grant paid for video-conferencing equipment that
allows nursing students to take necessary classes through a nursing college in Lewiston, nearly
200 miles away. The grant also paid for a state-of-the-art teaching mannequin used to train the
nursing students in Machias that can be controlled by instructors in Lewiston. The first group of
nurses will complete the program this May. Shelby Leighton, one of the first graduates, is
grateful the program allowed her to pursue her dream of becoming a nurse without uprooting her
family. Leighton is confident she will find a local job with her new specialized skills after she
graduates so that she can — as she put it — care for the community that raised her.

Axiom is also equipping local lobstermen and blueberry farmers with rugged wireless
devices, broadband connections, and broadband training to help them manage extensive state

data collection and reporting requirements. Axiom is developing software to move these tasks
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out of old-fashioned paper-and-pencil logbooks and into the electronic realm. It is also teaching
the farmers and fishermen — some of whom have never turned on a computer before — how to
design websites, develop spreadsheets, and use programs such as Photoshop to advance their
businesses. For example, Ellen Johnson, owner of an organic blueberry farm, took the training,
and now has a brand new website to show off her blueberries, jams, and pies along with the
website design and Photoshop skills to keep the site updated.

Axiom is offering digital literacy training in multiple locations around Washington
County, including 18 public libraries. Many of those facilities have new computers thanks to a
$1.4 million public computer center award to the Maine State Library to distribute more than 500
desktops and laptops across 107 public libraries statewide and equip 11 with videoconferencing
equipment. In NTIA’s quarterly reports to Congress, we have highlighted dozens more success
stories and have compiled even more on our website in the form of blogs, profiles, and recipient
reports.”

c. Jumpstarting Additional Private Investment through Open Access Policies

Our broadband grants are helping to “prime the pump” for additional investment by
public and private entities. In particular, the open access and interconnection requirements
imposed on federally-funded infrastructure are encouraging last-mile and other broadband
providers to tap into these predominantly middle mile networks to expand broadband services
and speeds for American consumers and businesses. Across the country, providers have signed
over 600 agreements with our grantees to use federally-funded networks to better serve their

customers.

2 NTIA Quarterly Reports to Congress are available on NTIA's website at hitp:/www2.ntia.doc.gov/BTOP-Reports.

h
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The Three Ring Binder project is a good example of how this works. One of the 13 local
carriers leasing fiber is Pioneer Broadband, which serves Aroostook County, a poor, rural county
of potato fields and blueberry barrens where Interstate 95 literally comes to an end. Pioneer is
leasing capacity on the Three Ring Binder network to bring DSL and even fiber-to-the-home to a
string of remote towns that had no broadband whatsoever until now.

Ohio is another good example. NTIA was able to fund $140 million in linked
infrastructure projects to Ohio Middle Mile Consortium partners ComNet, Inc.; Horizon
Telecom, Inc.; and OneCommunity. * In addition to constructing over 2,000 miles of new
infrastructure and upgrading 1,700 miles more, these awardees have entered into 63 agreements
with other service providers, further leveraging the investments and benefitting communities
with an urgent need for improved broadband capabilities.

Combined, NTIA’s grant recipients are building more than 2,600 “points of presence” —
or network nodes — in 1,500 communities. Over 80 percent of these communities will receive
speeds greater than a gigabit per second, dramatically increasing the availability of truly high-
speed broadband necessary for economic development, education, and research.

d. Empowering States and Collecting Broadband Data

In addition to its infrastructure, sustainable adoption, and public computer center grants,
NTIA has become the leading source of public data on broadband access and adoption in
America. SBI grants fund states to collect and verify broadband data in each state, territory, and
the District of Columbia and to leverage knowledge of local needs to advance broadband

technology and better compete in the digital economy. One example is in Utah, where a health

* More information about these projects is available at http://www2.ntia.doc.gov/ohio and
http://www.ohiomiddlemile.org/index.himl.
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information exchange company with approximately 200 employees lost both time and money at
its rural call center facility due to frequent broadband outages. The company considered moving
the rural jobs to a more urban location. However, working with the Utah Broadband Project, it
used the Map to identify other broadband companies that could provide redundancy and were
able to retain the rural jobs. A loss of 200 jobs in a small city with a population of 5,000 would
have been significant. In Kansas, the Kansas Department of Commerce and Convergys Corp
used the National Broadband Map to identify communities with the connectivity required for
Convergys’s home-based hiring needs. Convergys has hired about 200 workers and plans to hire
more, providing much-needed jobs in small towns.

NTIA has updated the National Broadband Map five times since its original February
2010 release. It is America’s first public, searchable nationwide map of broadband Internet
availability, and it contains more than 20 million records collected from nearly 1,800 broadband
providers. The map shows where broadband is available, the technology used to provide the
service, the maximum advertised speeds, and the names of the service providers. It is the most
extensive dataset of its kind, and it is being used by consumers and businesses comparison
shopping for broadband service, economic development agencies enticing businesses to relocate,
and policy makers determining where to focus funding. The next update is scheduled for this
summer.

e. Promoting Digital Literacy

NTIA’s Digital Nation survey with the Census Bureau indicates that a third of
households — more than 100 million Americans ~ do not subscribe to broadband Internet access

at home. In addition, about one in five households — 20 percent - do not use the Internet from
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any location. * Although the U.S. has come a long way in broadband adoption over the past ten
years, this data point is significant in light of the importance of broadband access to our citizens
and our economy. Our survey results indicate that the reasons consumers give most often for not
subscribing is that they do not need broadband or are not interested in it. Cost is the second most
frequently given reason, followed by the lack of an adequate computer.

Digital literacy is fundamental to sustainable broadband adoption. Through our
broadband programs, awardees are gathering a tremendous portfolio of innovative approaches
that communities will be able to replicate for years to come. Both sustainable broadband
adoption projects and public computer center projects are reaching people who may never have
even turned on a computer — a group that includes a disproportionate number of lower income
Americans, senior citizens, and members of minority groups — and teaching them how to
navigate the Internet, set up an email account, write a resume, and even apply for jobs over the
Internet.

A key learning is that we cannot solve the adoption gap by focusing on only one of the
barriers. A successful program must address all the major barriers in a comprehensive fashion
and be tailored to the specific needs of the community and the individual. Another key point is
to take advantage of the opportunity to provide digital literacy training to also focus on
workforce training, particularly in areas of higher unemployment. Many grantees have found a
natural extension of the digital literacy training to also assist their communities to take advantage

of the online environment to find jobs.

* See Press Release, *New Commerce Department Report Shows Broadband Adoption Rises but Digital Divide
Persists,” available at hitp://www.ntia.doc.gov/press-release/201 1/new-commerce-department-report-shows-
broadband-adoption-rises-digital-divide-pers. The full Digital Nation report entitled, “Exploring the Digital Nation -
Computer and Internet Use at Home,” is available at
hitp://www.esa.doc.gov/sites/defaunlt/files/reports/documents/exploringthedigitalnation-
computerandinternetuseathome. pdf.
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Digital literacy includes skills that many of us take for granted. But for those stuck on
the wrong side of the digital divide, not having basic digital literacy can be a significant barrier
to employment. Many job listings are only posted online these days and many employers only
accept job applications online. Even further, today’s job market demands a basic knowledge of
computers, software, and the Internet. The California Emerging Technology Fund, through a
$14 million Recovery Act investment, has helped over 2,600 people find jobs by providing
digital literacy training. Combined, the more than 9.9 million hours of technology training to
approximately 2.8 million users through NTIA grantees is helping equip Americans for the skills
necessary to compete in the 21% century.

In addition, NTIA, in collaboration with the Department of Education and other federal

agencies, created www.DigitalLiteracy.gov to provide librarians, teachers, workforce trainers,

and others access to resources and tools to teach computer and online skills necessary for success
in today’s economy. We continue to assemble materials from grantees and other leaders in the
field and have made these tools freely available to anyone, anywhere, anytime. The portal now
contains more than 500 resources (e.g., videos, tutorials, and lesson plans) to help prepare more

Americans for today’s jobs.

III.  Monitoring, Oversight, and Technical Assistance

Ensuring projects deliver their promised benefits and protecting taxpayer funds are of
paramount importance to NTIA. NTIA proactively performs extensive and diligent oversight
and provides technical assistance to recipients tailored to their needs. Such oversight involves a

significant level of effort and requires hard decision-making at times when all else fails to protect
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taxpayer investments. We appreciate the bipartisan support shown by this Subcommittee to
ensure we have the resources needed to do so.

a. Providing High-Quality Oversight and Customer Service

The technical assistance, oversight, and outreach activities that NTIA has conducted
since the last time I testified before the subcommittee include the following:

e An additional 3,000 check-in and conference calls conducted with recipients to monitor
progress in achieving outcomes (over 6,000 total to date). This is the primary means of
identifying and proactively addressing project issues such as milestone deviations, cost
overruns, local approval or equipment delivery delays, and management challenges;

* Continued site visits (NTIA has now visited projects representing a total of 94 percent of
program funds);

e Webinars and drop-in calls for awardees to provide guidance and share lessons learned
on a variety of topics, including sustainability planning, mobile technology in schools,
regional interconnection among recipients, and providing services to veterans;

» Four new fact sheets on sale/lease restrictions, Indefeasible Rights-of-Use, fiber swaps,
and clarifying match documentation;”

s Monthly recipient newsletters published and as-needed emails generated regarding
training, lessons learned, project closeout and answers to frequently asked questions.

b. Acting Early to Address Issues that Arise

A primary goal of NTIA’s rigorous outreach, oversight, and monitoring is to proactively
identify issues as early in the process as possible and resolve them promptly. NTIA utilizes tools

such as technical assistance, Performance Improvement Plans (PIPs), Corrective Action Plans

* These fact sheets are available at http://www2.ntia.doc.gov/ManagementResources.

10
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(CAPs), Award Suspension, or Award Termination to highlight concerns, provide opportunities
for recipients to get back on track, and protect taxpayer investments. We use these tools and
technical assistance to get projects back on track as quickly as possible.

NTIA has suspended nine BTOP grant recipients for performance related issues at one
point or another during the program.® In four cases, totaling approximately $229 million in grant
funds, we were able to work with the recipients to get the projects back in shape and lift the
suspensions after the grantees addressed our concerns. As a result, the projects are stronger,
more successful, and more responsible stewards of taxpayer dollars due to our interventions.

The North Florida Broadband Authority wireless infrastructure project offers a prime example of
where NTIA’s oversight and technical assistance successfully enabled a project to get back on
track after encountering initial obstacles that hindered its performance. Our oversight efforts
identified concerns regarding project management, vendor oversight, and ongoing sustainability.
We froze distribution of federal funds to the project for a month beginning in September 2011,
helped the awardee navigate through the Corrective Action Plan process, conducted several site
visits, and provided extensive technical assistance to the grantee. NTIA lifted the project
suspension about a month later, after the recipient implemented management and vendor
changes. Now, about a year later, the North Florida Broadband Authority project is nearing

completion and benefiting dozens of communities in rural North Florida.

© This number does not include the scven public safety BTOP grants that were partially suspended May 2012
following enactment of the law creating the First Responder Network Authority (FirstNet). Passage of the Middle
Class Tax Relief and Job Creation Act of 2012 last February created FirstNet to build, deploy, and operate a
nationwide public safety broadband network. As a result, NTIA partially suspended seven BTOP 700 MHz public
safety projects to avoid activities that might lead to added costs or stranded investments. Once appointed in August
2012, the FirstNet Board quickly engaged, spoke with the BTOP awardees and their vendors, and conducted site
visits of each project. On February 12, 2013, the FirstNet Board adopted a resolution determining that the seven
projects could provide substantial benefits to FirstNet. See http://www.ntia.doc.gov/press-release/2013/firstnet-
board-charts-path-forward-btop-public-safety-projects. NTIA will act expeditiously to lift the partial suspensions
upon receiving notification that each awardee has reached agreement with FirstNet on the terms and conditions of its
spectrum fease and each project details a reasonable path forward.

11
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Three broadband infrastructure projects are currently suspended for performance-related
issues, representing $158.9 million of taxpayer funds. NTIA staff is working closely with these
recipients, and we are hopeful that they will get their projects back on track so NTIA can lift the
suspensions and the communities they target can receive the benefits promised by the projects.

¢.  Acting Decisively to Protect Taxpaver Funds When Projects Fail

In many cases, recipients get their projects back on track. For two projects, however,
NTIA’s strong oversight led to termination of their awards with minimal expenditure of public
funds. In each case, NTIA stepped in and took action quickly once it had identified concerns.
Among the first actions NTIA takes in such circumstances is to prevent awardees from further
drawing down federal funds until our concerns are adequately addressed. In these two cases,
NTIA took action to terminate grants to recipients that materially failed to comply with the terms
and conditions of their awards. In the case of project termination, we maximize the amount of
funds returned by taking actions such as carefully reviewing costs incurred, securing property
and equipment related to the project, and seeking to repurpose or sell any equipment purchased
with federal funds. The two terminated projects were awarded approximately $139 million and
have expended approximately $11 million, representing less than 0.3 percent of the total grant
dollars awarded under BTOP. While I am disappointed that these particular projects will not
deliver their intended benefits to unserved and underserved areas, these experiences underscore
the importance and value of NTIA’s strong federal oversight and monitoring of its broadband
projects, and highlight its commitment to working closely and proactively with all recipients to
ensure the success of the program as a whole.

In addition, seven other awards were voluntarily terminated by the grantee early in the

program. Just one of these seven grantees drew down any federal dollars from its account, which
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amounted to approximately $36,000, and the remaining approximately $44 million in federal
funds were returned to NTIA.

d. Collaborating with the Inspector General

NTIA has worked closely with the Department of Commerce’s Office of Inspector
General (OIG) since the broadband grant programs began. Our shared goal has been to prevent
waste, fraud, and abuse of taxpayer dollars by implementing these programs in the most
responsible and efficient manner possible. The OIG has issued several reports that have
provided valuable input to strengthen our oversight, identify lessons learned for the future, and
ultimately demonstrate that we have managed our broadband programs with the highest degree
of responsibility, efficiency, and vigor possible for a program of this size, scope, and speed of
implementation.

e. Program Close-Out

As we approach the end of Fiscal Year 2013, NTIA is focused on ensuring that the
broadband grants deliver on their promises on time. To date, four projects have completely
closed out, meaning that the grantees have reconciled all project finances, submitted final
reports, and the government has a full accounting of the property paid for with taxpayer funds.
Approximately 30 more projects are in what we call the “closeout phase,” meaning that they are
in the process of submitting their final grant paperwork. These projects will return over $10
million in project savings.

Once projects close, the federal government maintains an interest in real and personal
property acquired or improved using federal funds.” Recipients and subrecipients of broadband
grants hold all property acquired or improved, in whole or in part, with federal funds in trust for

the public purposes for which the grant was made. This exists throughout the duration of the

7 See 15 C.E.R. §§ 14.30-37 and 24.31-34.
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useful life of the property.® During its useful life, awardees must obtain approval from the
Department of Commerce prior to selling or leasing the federally-funded property or using the
property for a different purpose than intended. These requirements ensure that the assets the
recipients acquired for their broadband projects continue to deliver their promised benefits long
after NTIA closes out the awards.

We expect the majority of remaining projects to be complete by the end of Fiscal Year
2013. Approximately 15 percent of the BTOP projects may require additional time to complete
their work due to delays caused by weather, environmental and historic preservation approvals,
permitting, the statutory creation of the First Responder Network Authority, and other factors.
Despite these delays, NTIA is focused on moving these projects forward quickly to deliver the
intended benefits to the nation.

f Sharing Lessons Learned

Because BTOP is a one-time program, NTIA is committed to leveraging these
investments to the maximum extent possible. One way we will do that is by sharing successful
strategies across the grant portfolio on issues ranging from procuring fiber to streamlining the
environmental review process. In September 2010, NTIA contracted with ASR Analytics, LLC
(ASR) to conduct an evaluation of the program’s economic and social impacts. The study will
assess the degree to which NTIA has met the Recovery Act goals by measuring the short- and
long-term economic gains in the grant-funded communities. ASR has already submitted an
Interim Report summarizing results of its analysis of public computer center and broadband

adoption recipients, and will deliver its Final Report, including analysis of the broadband

8 More information on the useful life of property is available at
http://www2 ntia.doc.gov/files/fact_sheet_useful life schedule 082510 vl.pdf.
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infrastructure projects, in 2014.° The initial findings confirm that NTIA’s broadband
investments have already begun to demonstrate a meaningful and positive impact in their
communities by training at-risk populations with the skills essential for today’s economy.
Furthermore, the broadband adoption projects are identifying best practices to overcome
hurdles in advancing broadband adoption in the United States. NTIA is finalizing a Sustainable
Broadband Adoption Toolkit that will provide detailed guidance for replicating the success of
these broadband adoption projects and utilizing the lessons learned. The Broadband Adoption
Toolkit harvests the innovations of our sustainable broadband adoption projects. It lays out the
steps for effective broadband adoption efforts and provides concrete, field-tested approaches to
leaping the barriers to adoption — such as lack of skills, lack of understanding, and plain old
fear. Many of our grantees contributed their detailed and specialized knowledge about what
works on the ground, and we will include information that covers outreach, awareness-building,
training, curriculum, and making broadband affordable to low-income Americans. The Toolkit
contains a wealth of information on good project ideas, incentivizing target audiences, and
avoiding common pitfalls. We are hopeful that the Toolkit will help communities throughout the
United States develop tailored adoption programs to help more Americans harness the power of

broadband technology to improve their lives.

1V,  Conclusion
Four years after passage of the Recovery Act, the record is clear that the more than 220

BTOP projects and 56 SBI projects funded through NTIA’s broadband programs are delivering

® See Progress towards BTOP Goals: Interim Report on PCC and SBA Case Studies, available at
hitp//www ntia.doc gov/report/2012/progress-towards-btop-goals-interim-report-pec-and-sha-case-studies.
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economical, tangible, and extremely valuable benefits to communities and individuals
nationwide.

Thank you.
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Mr. WALDEN. Thank you, Mr. Strickling.

We will now go to Mr. John Padalino, the Acting Administrator,
Rural Utility Service. We welcome you here and look forward to
your testimony.

STATEMENT OF JOHN PADALINO

Mr. PApALINO. Thank you, Mr. Chairman. And Mr. Chairman,
Ranking Member Eshoo, and members of the subcommittee, thank
you for the opportunity to testify on the U.S. Department of Agri-
culture’s Broadband Initiative Program, or BIP, and the progress
of the Rural Utility Service broadband investments under the
American Recovery and Reinvestment Act of 2009.

Because access to affordable broadband is crucial for economic
development, the Rural Utility Service remains focused on the Re-
covery Act projects. We continue to work to expedite delivery of af-
fordable, robust broadband service. Broadband creates jobs when
projects are planned and built, adds jobs when these projects be-
come operational, and again as communities continue economic ex-
pansion.

The Rural Utility Service leveraged its budget authority appro-
priated by the Recovery Act to make grants, loans, and loan/grant
combination awards to 320 projects totaling $3.5 billion. The agen-
cy targeted grant funds to the most rural areas and to those in
greatest need of service. The Rural Utility Service also leveraged
grant dollars with additional private investments in broadband in-
frastructure projects to help communities gain sufficient access to
high-speed broadband service, to facilitate rural economic develop-
ment as directed by the Recovery Act statute.

Rural broadband systems may take 5 years to build out. All of
our U.S. projects must comply with federal and state environ-
mental, historic preservation, and in some cases, tribal or intergov-
ernmental reviews that can require significant consultation with
the public prior to receiving loan and/or grant funds. To ensure re-
cipients comply with the broadband program’s requirements, in-
cluding the budget and network system design submitted during
the application process, the Rural Utility Service technical and fi-
nancial staff review requests for funding advances and continue to
provide technical and financial oversight throughout the project’s
life and beyond. Our rigorous project oversight has led to the re-
scission of 38 Recovery Act awards and nearly $266 million re-
turned to the U.S. Treasury.

Under the Recovery Act, contracts signed by awardees require
that all loan grant funds must be advanced by September 30, 2015.
Funds not advanced will be rescinded and returned to the U.S.
Treasury. The Rural Utility Service and senior USDA officials have
repeatedly encouraged awardees to complete Recovery Act projects
as quickly as possible. Our 19 technical assistance awards have
been fully disbursed. The Satellite Broadband Program has now
dispersed 86 percent of its $100 million to date.

Infrastructure projects continue to progress. Over 98 percent of
the projects have drawn funds. The Rural Utility Service continues
to closely oversee and work with the few awardees that have not
yet drawn down funds.
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Since 1949, the Agency has played an important role in financing
rural telecommunications. Our current rural broadband expansion
efforts were initiated through the Rural Utility Service Tele-
communications Infrastructure Loan Program, which has required
that financed projects be broadband-capable since 1995. The 2002
Farm Bill authorized the Rural Broadband Loan Program, which
has provided broadband service to more than half a million rural
subscribers. And the community connect grants are available to
areas completely lacking broadband service.

For this reason, the Recovery Act gave priority in funding to
RUS infrastructure borrowers. For example, Baca Valley Telephone
Company in New Mexico received their first loan in 1979. Today,
Baca Valley Telephone Company covers over 2,600 square miles
providing rural residential and cellular service, local internet ac-
cess, business telephone and security systems, and network cabling
throughout northeastern New Mexico and southeastern Colorado.
Baca Telephone received Recovery Act funding to provide fiber
optic connectivity and deploy a last mile access system, to provide
broadband services to households and businesses in the northeast
area of New Mexico.

Now fully operational, contract savings allowed the project to ex-
pand into unserved areas and provide a solid framework for future
needs. In Oregon, the Confederated Tribes of Warm Springs re-
ceived an award for a broadband network on the reservation to im-
prove public safety, enhance educational opportunities, and allow
access to medical professionals on the reservation. The new net-
work continues to assist employment growth as community mem-
bers start online, home-based businesses.

With a combined loan portfolio of over $6 billion, the Rural Util-
ity Service Telecommunications Programs help deliver affordable,
reliable, advanced telecommunication services critical to the future
prosperity of rural communities.

Despite Rule Utility Service investment, rural areas lag urban
and suburban areas in broadband deployment. The RUS continues
to address challenges to bring broadband to rural communities, yet
we remain concerned over the impacts slow broadband investment
may have on rural economies.

Mr. Chairman, I thank the Committee and its members for its
continued interest in the Recovery Act and other Rural Utility
Service broadband programs.

[The prepared statement of Mr. Padalino follows:]
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Statement of John Padalino
Administrator, Rural Utilities Service
United States Department of Agriculture
House Energy and Commerce Subcommittee on Communications and Technology

Wednesday, February 27, 2013

Chairman Walden, Ranking Member Eshoo, and members of this Subcommittee, thank you for
the opportunity to testify on the U.S. Department of Agriculture’s Broadband Initiatives Program
(BIP) and the progress on the Rural Utilities Service (RUS) broadband investments under the

American Recovery and Reinvestment Act of 2009 (Recovery Act).

Among the goals of Congress and this Administration is to increase the number of rural
Americans with access to robust broadband service. Broadband has already diminished the
barriers of distance and increased web-based business and services, helping strengthen rural
economies. Continued investment in broadband infrastructure will allow rural areas to take full

advantage of the same speed and efficiency that the Internet delivers to nonrural areas.

Because access to affordable broadband is crucial for economic development, RUS remains
focused on Recovery Act projects. We continue to work to expedite delivery of affordable,

robust broadband service through this program.

Infrastructure investment has been a cornerstone of this Administration’s economic recovery

strategy. Broadband creates jobs when projects are planned and built, adds jobs when these
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projects become operational, and continues to contribute to job growth as these services are used

by communities to spur further economic expansion.

To maximize the level of funds available for broadband projects, the agency leveraged its budget
authority appropriated by the Recovery Act to make grants, loans, and loan/grant combination
awards. In total for the broadband program, over $2.33 billion in grants and $1.19 billion in
loans were made to 320 projects, totaling over $3.5 billion. Of those original 320 projects, 297
were for infrastructure, 4 for satellite broadband service support, and 19 for technical assistance,

the majority of which went to tribal communities.

RUS targeted grant funds to areas in the greatest need of service and the most rural. RUS also
leveraged grant dollars with additional private investments in broadband infrastructure projects
to help communities gain “sufficient access to high speed broadband service to facilitate rural

economic development,” as directed by the Recovery Act.

RUS BIP investments will bring broadband access to nearly 7 million rural Americans, along
with more than 360,000 businesses and critical community facilities, such as schools, healthcare
facilities, and rural public safety agencies. These projects will span more than 300,000 square
miles in 45 states and 1 U.S. territory. These projects also overlap with 31 tribal lands and 125
persistent poverty counties, and are estimated to create more than 25,000 immediate and direct

jobs for rural workers in a variety of industries.
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Rural broadband systems, which are large infrastructure projects, may take as many as five years
to build out. All RUS projects must comply with federal and state environmental, historic
preservation and in some cases tribal or intergovernmental reviews that can require significant
consultation with the public prior to receiving loan and/or grant funds. Also the RUS worked
closely with Federal and state partners to complete required reviews and to address regulatory or
processing issues. RUS technical and financial oversight continues throughout the project’s life

and beyond.

To ensure recipients comply with the BIP requirements, including the budget and network
system design submitted during the application process, RUS technical and financial staff review
requests for funding advances and continue to provide technical and financial oversight
throughout the project’s life and beyond.  Our rigorous project oversight has led to the
rescission of 38 Recovery Act awards. As a result, nearly $266 million has been returned to the

Treasury.

Under the Recovery Act, contracts signed by awardees require that all loan or grant funds must
be advanced by September 30, 2015. Funds not advanced will be rescinded by RUS and
returned to the U.S. Treasury. However, in light of the current economic climate and the urgent
need to put Americans back to work, in September of 2011, the President directed Federal
agencies to take steps to complete all Recovery Act projects.. RUS and senior USDA officials
have repeatedly encouraged awardees to complete Recovery Act projects as quickly as possible.

RUS field employees continue to vigorously monitor the progress of construction and
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compliance of the projects. Projects are progressing well and within the Department’s

expectations.

All 19 Technical Assistance awards have been fully disbursed.

The $100 million satellite broadband program has now disbursed 86 percent of its funds to date

to the four satellite awardees.

Infrastructure projects, many of them large and complex, continue to progress and offer more
rural residential and business consumers access to broadband service. Of these, 116 projects,
representing $1.5 billion in funding, are partially operational or have been completed. About
$2.6 billion of construction for projects has been completed or is actively being worked

on. Because recipients generally determine the timing of the loan or grant advances, the pace of

construction continues to exceed the pace of reimbursement.

Loan or grant funds have been drawn in 98.4 percent of these projects, representing
approximately 98.2 percent of the funding. RUS continues to closely oversee the few projects
that have not yet advanced far enough to draw funds and is working with these awardees, Federal
partners, and government entities to address issues affecting completion of these projects. RUS

will work to ensure that projects remain viable. Our goal is to make each award a success.
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Determining the financial feasibility and sustainability of the proposed service territory continues
to remain a significant challenge in funding broadband construction in unserved rural areas. Itis
important to ensure the availability of sufficient revenue from all sources to make projects
successful in accelerating broadband service to underserved areas of the country. RUS has
played an important role in financing rural telecommunications since 1949. Our current rural
broadband expansion efforts were initiated through RUS’ telecommunications programs,
including the Telecommunications Infrastructure Loan Program, the Rural Broadband Loan
Program and the Community Connect Program. The traditional Telecommunications
Infrastructure Loan program, authorized in 1949 under Titles II and IiI of the Rural
Electrification Act (REA), was created to ensure rural areas had access to reliable and affordable
telecommunications systems. Beginning in 1995, RUS required that telecommunications
infrastructure financed be broadband-capable to facilitate business, educational, and medical
service needs. Since 2009, this program has provided broadband service to more than halfa
million rural subscribers. For this reason, the Recovery Act gave priority in funding to REA

Title 1l borrowers.

The Rural Broadband Loan Program, first authorized under the 2002 Farm Bill and revised by
the 2008 Farm Bill, has provided broadband loans to independent telephone companies, cable
companies, and wireless broadband service providers. Community Connect grants are available
to areas completely lacking broadband service. The funds are used to build broadband
infrastructure, and awardees are required to establish community centers that offer free public

access to broadband.
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These programs, with a combined loan portfolio of over $6 billion, help deliver affordable,
reliable advanced telecommunications services critical to the future prosperity of rural

communities.

Despite this investment, recent surveys and studies indicate that in general, rural areas remain
behind urban and suburban areas in broadband deployment. The Federal Communications
Commission (FCC) noted in its Eighth Broadband Progress Report that 14.5 million rural
Americans living in 6.5 million households — nearly one-fourth of the rural population — lack
access to robust broadband service. This digital divide is most exacerbated along racial and
ethnic lines. The FCC estimated that it will cost $23.5 billion to make broadband available to

those homes currently without access.

Since this data was released, the pace of rural broadband investment has slowed, although the
need for rural broadband service remains high. We continue to address the challenges in
bringing broadband to rural communities. Solutions to difficult terrain, sparse population, low
income levels, limited access to a skilled workforce, and issues surrounding the long term

financial feasibility of small rural systems are not easy to develop.

RUS also continues to work to expand broadband connectivity and capacity, and to extend
service to the millions of rural Americans still lacking affordable access to the Internet.
Infrastructure investment offers returns—building, deploying, and using broadband increases

access to health care and education, expanded markets for business, and jobs.
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1 thank the Committee and its members for its continued interest in the Recovery Act and other

RUS broadband programs.
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Mr. WALDEN. Mr. Padalino, thank you. And Mr. Strickling, thank
you for your testimony.

I request unanimous consent to submit for the record the Ars
Technica story about allegations West Virginia wasted millions of
dollars putting enterprise-grade routers in small libraries like the
one that I held up the picture for earlier.

Without objection.

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

Mr. WALDEN. Assistant Secretary Strickling, the West Virginia
auditor concluded, “The decision to spend the federal funds on over-
sized routers resulted in millions of dollars in federal funds not
being spent on expanding the states fiber-optic broadband net-
work.” The auditor said that “A capacity and a user’s need survey
prior to the procurement of the routers would have determined the
appropriate router size, but such surveys were not conducted.” The
Commerce IG’s report also concluded that West Virginia overspent,
noting that West Virginia “did not perform a study to determine
Whic('ih size router would most effectively and efficiently meet its
needs.”

Did the NTIA require any kind of site assessment or use-case
analysis before approving a grant or authorizing the purchase? And
if not, should it have? And will you do so going forward? Are you
reviewing any other grants with questionable purchases? And how
are you monitoring these grant recipients to prevent this from hap-
pening again?

As you know this came up in a hearing we had back in May——

Mr. STRICKLING. Yes.

Mr. WALDEN [continuing]. and we sparred back and forth about
this very situation. And so it is a matter of keen interest to me and
this subcommittee.

Mr. STRICKLING. Yes, sir. Well, to answer the second part of your
question, as you know, we don’t have any more grant dollars to be
giving out. So the issue of what we would do in terms of looking
at a new application is a moot question because we are not in the
business of giving out any new money. Now, with respect to these
findings in West Virginia, I have had a chance to look over the
auditor’s report and I am certainly familiar with the Inspector Gen-
eral’s report at the Department of Commerce. I think it is not at
all clear from those reports that what West Virginia did was unrea-
sonable in terms of its choice of a platform, a single platform, the
Cisco router, at the time they made it.

And I think part of the confusion we are having here, and it is
reflected in the articles about this project, is we are confusing cost
with capability. There is no question that the routers that West
Virginia chose through its process that it used are providing supe-
rior capabilities. And there is no doubt that there are places in
West Virginia that if those routers are installed, they are going to
have far more capability than one would expect they would need
now and probably in the next 10 years. But what West Virginia did
was they were looking in terms of, how do we do this in the future-
proof way?

Because the question we have here is not what do you need
today to serve these facilities? What do we need for the next 10
years?
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Mr. WALDEN. Mr. Strickling, with all due respect, hold up that
library. The Market Public Library is open Thursdays—what does
is it say here—Thursdays, Fridays, and Saturdays—in a single-
wide trailer with one internet connection. Do you really think that
is going to build out to where they have the need for a couple hun-
dred internet connection router in a community of 1,500?

Mr. STRICKLING. I don’t know, Mr. Chairman. But I do know that
that community has plans to build a 5500 square foot library to re-
place the temporary one that is in your picture. So

Mr. WALDEN. A 5,500 square foot library in a town of 1,500
needs a $20,000 router?

Mr. STRICKLING. Well, sir, the $20,000 is a list price and I am
not in any way suggesting that every one of these locations in West
Virginia will make full use of these capabilities. But it still comes
back to the cost question. The question is, how did they waste
money if they wasted money? And the fact is that the financial
analysis of this shows that the prices that were paid in the aggre-
gate by West Virginia are pretty close to what they would have
paid under an alternative model.

Mr. WALDEN. So you have read the audit from the West Virginia.

Mr. STRICKLING. Our Inspector General did a review of this
project and said that if you assume that they would have gotten
the same level of discount on the lower-class router and if they had
gotten 100 free routers, there might have been a savings of 2 to 5
percent——

Mr. WALDEN. Mr. Strickling——

Mr. STRICKLING [continuing]. but our Inspector General finally
just finished, Mr. Chairman, concluded that if either of those as-
sumptions wasn’t true, if in fact they couldn’t get the 100 free rout-
ers, then the cost would have been a wash.

Mr. WALDEN. So you are happy with the outcome in West Vir-
ginia is what I hear you defending. Is that correct?

Mr. STRICKLING. I am saying

Mr. WALDEN. You believe that what they did is accurate and a
good use of taxpayer money? Have you read the West Virginia
3u(iiit itself? The IG didn’t dig as the as the West Virginia auditor

id.

Mr. STRICKLING. The West Virginia auditor used list prices. They
didn’t use the actual prices

Mr. WALDEN. And they identify that there was no competitive
that process—just a moment, sir.

Mr. STRICKLING. Sir——

Mr. WALDEN. Did they use a competitive bidding process in West
Virginia in accordance with their statutes? No, they did not accord-
ing to the auditor. Correct?

Mr. STRICKLING. Well, I think we need to hear from the State on
that. My understanding is they use a process that they have used
in the past in terms of the

Mr. WALDEN. I don’t believe that is true. I don’t believe that is
true at all. Have you read the West Virginia audit?

Mr. STRICKLING. I have, sir. But I am telling you that it

Mr. WALDEN. That clearly identifies the problem and the waste
here and calls for future investigations?

Mr. STRICKLING. It used list prices, not the actual prices.
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Mr. WALDEN. So you are oK with this little single-wide trailer
having a $15 or $20,000——

Mr. STRICKLING. That is not what I said, Mr. Chairman.

Mr. WALDEN. But I believe it is.

Mr. STRICKLING. I have indicated to you that what we are talking
about is the decision of West Virginia to make——

Mr. WALDEN. We are talking millions and millions of dollars
being wasted here that we don’t have that I expect you to go after
if they have been wasted in West Virginia to give back to us.

Mr. STRICKLING. That is my point, sir. There is no real showing
of wasted dollars expended here.

Mr. WALDEN. Wow.

Mr. STRICKLING. Look at our IG’s report.

Mr. WALDEN. I have.

Mr. STRICKLING. Our IG concluded a possible 2 to 5 percent sav-
ings had they used different routers if they would have gotten 100
free routers, which they got by buying the higher-capacity gear and
if they had gotten the same level of discount. If they wouldn’t have
gotten the free routers, the price of buying the lower capable rout-
ers would have been the same as what they bought. So that is
what we are confusing here, Mr. Chairman. We are confusing the
capabilities of what they are getting with the cost that they paid.

Mr. WALDEN. Well, it is interesting that we have gotten a letter
from the Chief of Staff of the Governor asking for all kinds of flexi-
bility now going forward to deal with this issue of routers that have
overcapacity.

My time has expired. I recognize the gentlelady from California.

Ms. EsHOO. Thank you, Mr. Chairman. I think that if this little
town—wherever it is in West Virginia—had their 5,500 square foot
library built with not only capacity for today but capacity for the
future that was purchased that we wouldn’t be having this discus-
sion. It is the shed that doesn’t look good. Because when you look
at what is going on, I mean you don’t just buy something with ca-
pacity for today. You shortchange yourself. And there is—if you
want to get into the weeds, and it is important to—that the pricing
of these routers are very important.

Now, just for the record, I have spoken to some of the companies
that are a part of this. Well, first of all, Cisco did not write up the
order. They responded to the customer and sold them what they
asked for. Number two, if there is any kind of shadow over these
dollars, Cisco is willing to refund the federal program. I don’t think
that is going to be the case, but nonetheless, I think it is important
to state that.

Now, the GAO recently raised concerns about the quality of the
data being collected by BTOP and BIP. Have your agencies taken
any action to respond to the GAO’s recommendations? You want to
be brief because I have got a lot of questions to ask.

Mr. STRICKLING. In fact there weren’t any recommendations——

Ms. EsHOO. There weren’t?

Mr. STRICKLING [continuing]. directed at us. In fact they used us,
I think, as a model of a good way to collect data. They did

Ms. EsHooO. Terrific.

Mr. STRICKLING. They did raise some questions about how they
collected data.
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Ms. EsHOO. I hope all of the members are listing to this. I mean
we have a tendency to insulate ourselves from any kind of good
news.

Mr. Padalino?

Mr. PADALINO. Yes, the recommendation in the GAO audit was
directed at the Rural Utility Service and the Broadband Initiative
Program.

Ms. EsHOO. So what are you doing with it?

Mr. PADALINO. At the time the audit was published, we had at
that point developed a dashboard and required project-by-project
reporting so that we could——

Ms. EsHO00O. I don’t know what that means. What are you doing
with it?

Mr. PADALINO. Well, what we are now collecting is the data simi-
lar to what NTIA is collecting as far as network miles, wireless ac-
cess points, number of-

Ms. EsHOO. When are you going to finish with your absorption
of that and what you are going to do with recommendations?

bll\/Ir. PADALINO. We plan to try to make that data publicly avail-
able.

Ms. EsHOO. But don’t try. You need to. You just need to do it.

Mr. PADALINO. Yes, ma’am.

Ms. EsHOO. Try is not good enough. OK? Really. We are in the
public business, all right, or the business of the public.

Now, the RUS has been, I think, less than forthcoming than
NTIA about publicly reporting on the progress of your grantees. So
what are you doing to make sure or ensure that the public has ac-
cess to information where BIP projects are building and whether
they are on track to meet their milestones?

Mr. PADALINO. One of the first things we do even before an
award is made is have each of the applicants go out for public com-
ment. And they notify the public that they are seeking RUS funds.
And the public has an opportunity to comment on that application.
Afterwards, as I said, we developed a dashboard so we are

Ms. EsHOO. But my question is about the progress of the grant-
ees. You are talking about who is bidding and the public knows
that Company A, Company B, Company C. That is not what I
asked you.

Mr. PADALINO. Earlier this year, we had a webinar with all of
the Broadband Initiative Program awardees, and the very same
question was asked of how we can make this information available.
We are working to get that information available online so we can
report on the progress of our projects.

Ms. EsHOO. Yes, I mean the public needs to know, and in a very
clear way, how they can track the progress of this. That is essen-
tially what the hearing is about. All right? And it is very important
that you do that.

At the Subcommittee’s last hearing on BTOP and BIP in May of
last year, USDA’s Deputy Inspector General identified that the IG
had begun an audit of the BIP application process. And he esti-
mated that the audit would be complete in September of last year
and that a second phase examining the post-award process would
be completed by December of last year. Has either of these audits
been released?
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Mr. PADALINO. Those audits have not been released yet.

Ms. EsH00. Why?

Mr. PADALINO. I am not sure.

Ms. EsHO0. Do you know?

Mr. PADALINO. We could look to the Inspector General’s office to
ask why. I think they will be coming out shortly, and when they
are publicly available, we would be happy to discuss it with you.

Ms. EsHoo0. Well, if they are publicly available, then we will get
them, too. Let me ask you this. Are you pressing them for it?

Mr. PADALINO. Yes, we have been working closely with them on
the audit.

Ms. EsH0O. Are you? Good. OK. Do you have a timeline of
when—well, you just said you think it is going to be made available
publicly shortly. Shortly in government time is what, in the next
6 months or the next 6 weeks?

Mr. PADALINO. I think in the next few months. I can’t speak for
the Inspector General

Ms. EsHOO. I know. It is a guess. It is a guess.

I just want to also request, Mr. Chairman, while I still have
some time, that a unanimous consent request that the letter dated
February 26 from the National Association of Telecommunications
Officers and Advisors be made part of the record.

Mr. WALDEN. Without objection.

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

Ms. EsHOO. Thank you, Mr. Chairman.

And I would also like the majority to follow up on something that
was said at the beginning of the hearing, that there is documented
fraud. And if there is documented fraud, we need to know about
it. I don’t know, you know, if it is documented, if it is speculative,
then say if it is speculative and we will look into it. But fraud is
a heavy charge. Some of these issues, obviously, you can debate
them. You know, I don’t think the Cisco router look so great in the
shed. You know, it kind of pulls down, I think, the value of the
brand. But on the other hand, if there is documented fraud, we
need to cast a spotlight on that and examine it.

And with that I yield back.

b 1\/{{1". WALDEN. The gentlelady’s time has expired and she yields
ack.

The Chair recognizes the vice chair of the subcommittee.

Mr. LATTA. Mr. Chairman, I will yield 2 minutes to you. Thank
you.

Mr. WALDEN. I thank the gentleman for yielding.

I want to go to this point of the West Virginia audit. I will quote
from the audit, page 29 of the audit. “The State Office of Tech-
nology used a purchasing process which is unauthorized by West
Virginia statute or legislative rule to purchase 1164 Cisco model
3945 branch routers at a cost of 24 million on behalf of the Broad
and Technology Opportunity Program, BTOP, Grant Implementa-
tion Team.” The Office of Technology used a “secondary bid proc-
ess” on an existing contract approved by the state purchasing divi-
sion instead of a competitive bid process open to non-Cisco vendors
as required by law.

Now, if you go back to some of the points I was making earlier,
according to the audit, “The auditors research, some conclusions
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can be readily drawn. Smaller, less-extensive routers could have
been purchased for the State’s 172 libraries. If the average cost
savings was 16,265 less per router, 2.8 million could have been
saved.” Smaller, less-extensive routers, if necessary, could have
been purchased for the state police for $15,000 less per router sav-
ing $1 million more. Several of the State’s public schools are pres-
ently able to meet the 2017 broadband standards set by the State
Educational Technology Directors Association, and in the opinion of
the legislative auditor, routers significantly smaller than the Cisco
model 3945 could have been purchased to ensure almost all the
state schools meet the standards. Purchasing approximately sized
routers, which could have cost $10,000 less for at least the 368
schools with enrollment less than 500 which received Cisco 3945
routers could have achieved the same result for $3.68 million less.”

So these are issues that we are reading in an independent audi-
tor’s report from the State of West Virginia that went much deeper
than the IG’s report did—are disturbing.

I yield back to the vice chair.

Mr. STRICKLING. But if I could just say, Mr. Chairman, they are
still using list prices. They didn’t focus on the actual discounts that
were provided.

N Mr. WALDEN. We will look forward to getting the data that you
ave.

Mr. LATTA. Thank you very much, Mr. Chairman. Reclaiming my
time.

Mr. Padalino, if I could ask you, could you explain the criteria
and application process for the BIP awards, please?

Mr. PADALINO. When we are reviewing a BIP award application,
we are looking to see if this is a project that can promote rural eco-
nomic development and if it is in an area to be served is at least
75 percent rural. Then, we take a look at the technical and finan-
cial feasibility of the project. The project applicant will go out for
public comment. They will, you know, notify the public that they
are seeking RUS funding. We will take those comments, we take
application, and then do the technical and financial feasibility re-
view to see if, based on the totality of the application, if one, if it
is technically feasible; and two, if it is financially feasible, and basi-
cally, can this loan be repaid?

Mr. LaTTA. OK. In your testimony you state that nearly $266
million were turned back into the Treasury because after you had
done your oversight there was a rescission of 38 of the Recovery
Act awards. How long did it take you to find that these 38 awards
weren’t up to the standards that had been set?

Mr. PADALINO. We have a rigorous oversight process even after
the award is made. We continue to work with each and every
project through the life of the construction and even afterwards.
We have auditors and field representatives who regularly meet
with these individual projects as those 38 came—and different rea-
sons. Each one has a slightly different story. As they would come
up to the Agency, a decision at some point was made that this
project couldn’t move forward. And maybe in some cases the appli-
cant just decided they did not want to pursue it even after the
award was made. So those funds were rescinded and returned to
the Treasury.
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Mr. LAaTTA. OK. So had the money already been allocated out to
those 38 or how is that done?

b Mr. PADALINO. The funds had been obligated but they had not
een——

Mr. LATTA. They had been allocated. Let me ask this, too. Now,
after these award grants have been rescinded, can those organiza-
tions, groups, et cetera, come back to you and reapply?

Mr. PADALINO. They can reapply if they are—well, they can al-
ways reapply under the regular programs that we have. I men-
tioned our Traditional Infrastructure Loan Program and our
Broadband Loan Program. The Broadband Initiative Program
money, if those funds are rescinded, go right back to the Treasury
and are no longer available.

Mr. LATTA. And so those should be no longer available to those.
But you are saying they could apply it under another grant?

Mr. PADALINO. Under another loan program.

Mr. LATTA. But not under BIP? OK.

Mr. Chairman, I see that my time has expired and I yield back.

Mr. WALDEN. The gentleman yields back his time. The Chair now
recognizes—I think Mr. Doyle is next with Mr. Waxman out of the
room. So we welcome your comments.

Mr. DoYLE. Thank you, Mr. Chairman. To both of our witnesses,
welcome. We appreciate you coming here today to update us on
these important programs.

Mr. Chairman, I think BTOP and BIP are programs we should
be really proud of because they are creating opportunities for our
constituents to have faster, cheaper internet service. I want to say
for the record that I am not happy with the direction this hearing
is taking. I don’t really understand how any of my colleagues can
argue that providing that better, faster internet and more digital
literacy training to unserved and underserved areas of this country
is something we should criticize. Is this program perfect? Of course
it is not perfect. In the 19 years that I have been here I have yet
to see the first perfect government program run at this scale.

If you want to criticize or ask questions about West Virginia or
Colorado, you have every right to do so. And I support that. What
you don’t have the right to do is to imply that this program in its
totality is a waste of government money and hasn’t met its mission.

Congress passed the Recovery Act mandating the NTIA and RUS
support programs in unserved and underserved communities, and
that is what they have been doing. In Pittsburgh, BTOP has fund-
ed four public computing centers in low-income neighborhoods. Mr.
Chairman, I have toured these centers and I have seen firsthand
what an important service they provide to my constituents who
don’t have computers or internet access at home or don’t know how
to use computers. And in Pennsylvania statewide, BTOP is funding
the construction of a massive middle-mile fiber network called
PennREN, which will connect anchor institutions including univer-
sities, K through 12 schools, libraries, and hospitals to a robust
internet backbone. Both of these programs are thriving and are on
track.

So I think rather than apologizing for these programs, we should
be proud of them because they are providing real tangible benefits
to our constituents.
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Gentlemen, I have question for both of you regarding inter-
connection. As you know, one of the requirements put in place by
the Recovery Act is the ability for other providers to interconnect
to BTOP- and BIP-funded facilities on a reasonable and non-
discriminatory rates and terms. Can you share with us whether
other broadband providers have used interconnection agreements
to leverage the investment being made by BTOP and BIP?

Mr. STRICKLING. I will start. And thank you for the question.
Yes, it has been a fundamental feature of our program from the
start that we wanted to use this investment to prime the pump for
additional private sector investment. And as a result, we do have
interconnection and nondiscrimination obligations that apply to
any facilities built with federal dollars. It is a very clear standard.
These dollars come from the public; the public should benefit from
it. And therefore, the facilities should be open to anyone who wants
to use them to offer new or improved services to their constituents.

To date, we have had 600 interconnection agreements signed
with our various grantees. And what these people are able to do
then is get cheaper backhaul to internet exchange points, which
may allow them to better serve homes and residences that they
want to serve. Our projects, for the most part, do not serve end-
user homes and businesses. We do serve anchor institutions, but
for the most part, we have left it to the private sector to serve
gomes and businesses and we think that is the appropriate way to

o it.

What we have done for all those companies, whether they are in-
cumbents or new entrants, is offering them a lower-cost middle-
mile to get back to the internet exchange points. That cost for
many of these providers is a barrier to expanding or even entering
the business. And we have been able to see successes with that by
virtue of the middle-mile capacity that we offer.

And I know there has been a lot of comment about overbuild and
I am sure we will hear more, but I say fundamentally, the con-
struction of middle-mile facilities is not overbuilt in this country.
The amount of internet usage is expanding at a rate so great that
we need as much middle-mile as we can get. And in fact, the last
statistics that I saw is that we expect internet usage to double from
what we had last year to 2016. In 2011 we had 1 billion devices
connected to the network. That is projected to be 3 billion in 2016.

So what our projects are doing is laying these facilities out there
for anybody to use to help future-proof and improve our opportuni-
tiesdin the global economy by having this capacity available as we
need it.

Mr. DOYLE. I agree totally. Mr. Padalino?

Mr. PADALINO. Thank you, Congressman.

Where our projects under the Broadband Initiative Program
focus was on the last mile, the connections to the home. And many
of our awardees are providing service where there was no service
a}\lrailable. And so in many cases they are the only provider out
there.

We heard a number earlier in the testimony or in the opening
statements of 19 million Americans who lack access to broadband
today; 14.5 million of those Americans are in rural America. And
so what we see in our applications are applications that propose to
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provide broadband to new areas, to areas where there has been no
service before.

As Assistant Secretary Strickling mentioned, we are aware of the
issues of overbuild and we take those issues very seriously and
work with our federal partners and local borrowers to ensure that
we are dealing with those issues as they come up.

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

Mr. WALDEN. The gentleman yields back.

The Chair recognizes the gentleman from Texas, Mr. Barton.

Mr. BARTON. Thank you, Mr. Chairman.

I am going to have some technical questions for the record for
some of the FirstNET or NetOne projects down in Texas I would
ask unanimous consent that we have those in the written format.

Mr. WALDEN. Without objection.

Mr. BARTON. I want to focus on a little bit broader issue. I am
so glad that Congressman Doyle got to go right before me because
he gave a very passionate defense of the program and how it is
helping constituents in his district. And I don’t doubt that for a
minute. I don’t doubt that for second. If you spend or are obligated
to spend over $7 billion you darn sure better help somebody. And
it is good that that some people in Pennsylvania have been helped.

But I looked at this, and I haven’t focused on the math of the
program, but we obligated or authorized over $7 billion to be spent
on these two programs, and it looks to me like we spent about $4.5
billion. And it looks like for that $4.5 billion, NTIA has provided
access to about a half a million homes and the RUS, it says, has
access—it doesn’t say connections—to about 2.8 million. So I don’t
know how many of those people actually signed up.

But it looks like per recipient—and the gentleman from RUS
said that we are not really trying to connect homes; we are trying
to provide that middle mile and then let the private market do the
rest of it. And I don’t have a problem with that. But if you looked
at the end result, it is about $100,000 a home. Now, we could have
given everyone of Mike Doyle’s constituents $25,000, and I bet they
would have been able to go out and find some sort of broadband.
When 220 million Americans have access to broadband in their
homes and on their iPhones and iPads, 96 percent of the country
has access in some shape, form, or fashion. It really calls into ques-
tion why we need the program. It is not that it is a bad program.
It is not that it is even a wasteful program, but is it a necessary
program when this weekend we are going to have sequestration
kick in? It is going to cut $85 billion, and if you believe President
Obama, the sky is falling.

You know, we are borrowing $1.5 trillion a year. We don’t need
the program. We don’t need it. It is not that it is a bad program.
It is not that these are bad administrators. These gentlemen look
to me to be very credible, competent, government servants. I think
we could have taken at $7 billion, set up some sort of a voucher
program for people that really needed it, and we would have been
much better off.

So here is my question. We spent over 4.5 billion which means
there is still about 2.5 billion that hasn’t been spent. What would
be the harm of just rescinding the funding that has not yet in been
spent saying game over, save the taxpayers $2.5 billion.
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Mr. STRICKLING. Well, first, I wouldn’t be a credible and com-
petent administrator if I didn’t at least ask you about your math.
How did you arrive at that number? You used the 500,000 number
for NTIA.

Mr. BARTON. I just use the numbers provided

Mr. STRICKLING. That is the results of our adoption program.
That has nothing to do with the infrastructure program.

Mr. BARTON. Well, it says that NTIA has provided access to
510,000 homes or something like that or has signed up for it.

Mr. STRICKLING. No. What we report——

Mr. BARTON. That number——

Mr. STRICKLING [continuing]. And what was in my testimony was
the fact that our adoption programs, the digital literacy training,
the low-cost computers, those programs have reported adding
500,000 adopters as new subscribers to already existing services.

Mr. BARTON. Well, give me your number.

Mr. STRICKLING. We don’t have number for infrastructure
projects.

Mr. BARTON. Give me a guess. Give me guess. How many homes?

Mr. STRICKLING. I don’t know because our focus has been on
building the middle-mile infrastructure for private industry.

Mr. BARTON. How much money have you spent? Do you accept
the $2.8 billion? Is that a good number?

Mr. STRICKLING. We have spent 2.8 of the 4.1 we had. But

Mr. BARTON. All right. How many people should be getting serv-
ice for $2.8 billion?

Mr. STRICKLING. But you are misapprehending the focus of our
program. Our program focused on

Mr. BARTON. I thought it is to serve people in underserved areas?

Mr. STRICKLING [continuing]. Comprehensive community infra-
structure projects where we were extending middle-mile to try to
bring a gigabit into as many communities as we could to allow pri-
vate industry—from that, use those facilities to offer improved and
new services to homes and businesses. We have had 600 inter-
connection agreements but we don’t have any control over those
600 companies.

Mr. BARTON. Well

Mr. STRICKLING. I don’t know what they have actually delivered.

Mr. BARTON [continuing]. Let me go at it a different way. Do you
dispute the number that 220 million homes have access to
broadband and 96 percent of the population has access to
broadband? Do you dispute that number?

Mr. STRICKLING. No, sir. Depending again on——

Mr. BARTON. So you accept that number?

Mr. STRICKLING [continuing]. Using a fairly low speed to define
broadband. But what that ignores is the need——

Mr. BARTON. Well, we are using the speed

Mr. STRICKLING [continuing]. Of our anchor institutions. Our
schools cannot get by with the 3 or 4 megabits per service that
might work perfectly fine in the home of a, you know, a single fam-
ily. When we are talking about schools and we are talking about
libraries and were talking hospitals, we are talking about dozens
and in some cases hundreds of students or people in the library

Mr. BARTON. But you can’t justify
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Mr. STRICKLING [continuing]. Trying to be online the same time.
Those folks need much

Mr. BARTON. You give me——

Mr. STRICKLING [continuing]. Greater bandwidth than what can
be supplied with 4 megabits per second.

Mr. BARTON. You give me your number. Don’t accept my number;
give me your number.

Mr. STRICKLING. But what I am telling you is that our program
is attempting to——

Mr. BARTON. What have we got for $2.8 billion?

Mr. STRICKLING [continuing]. Increase the level of broadband ca-
pacity in these very important anchor institutions like schools and
libraries and hospitals and government facilities as a way to then
serve as anchors for the rest of the community.

Mr. BARTON. I don’t know the number but I expect

Mr. STRICKLING. I am telling you that your number is only a
piece of what we are trying to accomplish with this program.

Mr. BARTON. Except for some very remote rural schools, every
school in America has access to broadband. It is closer to 100 per-
cent than it is to 70 percent.

Mr. STRICKLING. But again

Mr. BARTON. It is probably closer to 100 percent than is to 95
percent. Whatever it is, it is a high number. Do you dispute that?

Mr. STRICKLING. The technology directors of the schools in this
country believe that we are in a crisis in terms of getting
broadband to schools because again 4 megabits per second does not
meet our need for schools.

Mr. BARTON. If that is the case, sir, give me the number of the
schools that don’t have it.

Mr. STRICKLING. Well, I can——

Mr. BARTON. Give us a number. Then, we can have a debate.

Mr. WALDEN. The gentleman’s time has expired.

Mr. STRICKLING. Well, I know with our national broadband map,
when we issued it, we said that only 25 percent of schools at that
time, 2 years ago, had access to even 25 megabits-per-second
speeds. The state education technology directors say that today,
schools of 1,000 students need at least 100 megabit-per-second
service, and in a couple of years, they are going to need a gigabit-
per-second service. Very few schools have access to that in this
country except in those States that have taken the initiative to de-
liver that kind of statewide network.

Mr. WALDEN. The gentleman’s time has expired.

Mr. BARTON. Give us the number. Give us the number.

Mr. WALDEN. The gentleman’s time has expired.

The Chair recognizes the gentleman from California, Ms. Matsui
for 5 minutes.

Ms. MATsul. Thank you, Mr. Chairman.

Let me just say that no program of this magnitude will be per-
fect. But I do believe that these programs have achieved laudable
goals, most notably, expanding broadband access to more Ameri-
cans.

Now, let me switch to the BTOP program, Secretary Strickling.
You will be releasing soon a digital literacy toolkit that is to serve




48

as best practices for promoting digital literacy. Can you explain the
reason and goals for such a digital literacy plan?

Mr. STRICKLING. Yes. As you know, Congress provided us $250
million for sustainable broadband adoption projects. So we have
had a number of very exciting and innovative, very creative pro-
grams performed around the country in terms of delivering digital
literacy training to people to provide job skills training, to work on
providing low-cost computers, finding discounted service. We are
finding that all of these different elements are required to have an
effective adoption strategy to get people to subscribe to broadband.
But we only reached those communities we could reach with the
$250 million in grants we had. Yet we know this is still a national
problem.

As Mr. Barton said, we have got 96 percent availability of
broadband, but today, only about 68 percent of people subscribe.

Ms. MATSUI. Yes.

Mr. STRICKLING. So the toolkit is an effort to get our best prac-
tices out to the entire country so that other communities can take
3dvantage of what we have learned from the programs we have

one.

Ms. MATsUIL. Certainly. And I just want you to expand on this,
too. What do we stand to lose if we leave underserved areas be-
hind? And I am thinking about all underserved areas. Will these
communities have the same ability to attract economic develop-
ment and benefit from educational and healthcare opportunities
that require high bandwidth?

Mr. STRICKLING. Well—

Ms. MATSUIL. And I want you to expand on this because anchor
institutions are important. I have advocated for that previously.
And I understand what you are saying about not all schools have
the technology that we believe they should have. So could you ex-
pand on all that?

Mr. STRICKLING. Sure. So in terms of the question of the adop-
tion issue in the underserved areas, yes. There is no question that
people who have not been able to adopt broadband service are
going to be left behind in the modern economy. If you don’t know
how to go online and write a resume and submit a job application,
you are going to find it hard to get a job. So we have felt that mov-
ing that adoption needle from 68 percent up to a higher number
is critical if we are going to have all of our citizens able to fully
participate in today’s economy. So we do think it is an area of em-
phasis.

The good news is that it doesn’t take a lot of money to expand
adoption. The bad news is you really need a very comprehensive in-
dividualized approach in terms of meeting the needs of individuals
as they are trying to get over that hurdle of becoming an adopter
of broadband service. But it is an absolutely important area and
one in which we want to continue to work in even after the grant
program is completed.

Ms. MATsulL. Well, isn’t it true that even though we might say,
you know, 95 percent of Americans have access to broadband, that
is not true across the Nation. It depends on where you live. And
I think that that is a situation where you cannot—it is just apples
and oranges. And I would like you to explain further about some



49

of the differences that occur on, you know—and I would also think
the other witness can chime in, too—about the difficulties to have
broadband access across the Nation as a whole so all Americans
have access.

Mr. STRICKLING. Right. So we know that businesses look at this
issue and they determine where to locate a plant and to get new
jobs. We have several cases through our State Broadband Initiative
which collects the data for the national broadband map where we
know businesses have been able to use that data and make deci-
sions only to go into communities that have adequate broadband
infrastructure. And that is where the jobs are going come.

Ms. MATsUIL Right.

Mr. STRICKLING. So if you are a community that doesn’t have
this, you risk being left behind in terms of when companies are de-
ciding where to locate.

Mr. MATSUI. Mr. Padalino, would you like to chime in on this,
too?

Mr. PADALINO. I would, and thank you. I mentioned earlier of the
19 million Americans who lack access to broadband, 14.5 million of
those Americans are in rural America. And we applaud the efforts
that NTIA has focused on the anchor institutions. And at the Rural
Utility Service, we also focus on the anchor institutions. But we
also want to focus on those rural household and rural businesses
and all the other subscribers out there who can take advantage of
increased access to broadband.

Assistant Secretary Strickling mentioned all the benefits that
can come from that, but in rural America, it is so much more. That
means a 2- or 3-hour trip to the metro area could be avoided be-
cause you can take advantage of a telehealth facility. It means that
children can take advantage of distance learning opportunities and
receive educational opportunities that they may not have been able
to benefit from without having to move from home or take an hour-
long drive or 2-hour-long drive to get to that educational facility.
In addition, in the ag sector where we are seeing a lot of—right
now, we have tractors that—if they had access to all of the
broadband technologies that are available—could, on a square-
meter basis, be able to determine the amount of fertilizer, the
amount of seed, all the different variables that go into keeping our
ag sector the most prosperous, most abundant, affordable food sup-
ply in the world.

Ms. MaTsul. Well, thank you very much.

And I see my time has expired. Thank you.

Mr. WALDEN. Thank you. The gentlelady yields back.

The chair now recognizes the gentleman from Colorado, Mr.
Gardner.

Mr. GARDNER. Thank you, Mr. Chairman.

And Mr. Padalino, to your response, I mean we are a farm equip-
ment dealership. We sell tractors. We have never once relied on the
government to provide our GPS signal. That comes from satellites;
that comes from a tower that we ourselves put up. That is a pri-
vate sector solution.

Mr. STRICKLING. I believe, sir, that GPS satellites are govern-
ment satellites, but——
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Mr. GARDNER. Mr. Chairman, I would request unanimous con-
sent to submit for the record this New York Times story describing
how EAGLE-Net used its 100 million BTOP award in Colorado to
overbuild existing providers, including building a third fiber line to
an 1ll-student elementary school that it says it neither needs nor
wanted.

Mr. WALDEN. Without objection.

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

Mr. GARDNER. I have several other letters that I would ask to be
unanimous consent.

Mr. WALDEN. Without objection.

Mr. GARDNER. Thank you. Administrator Strickling——

Mr. WALDEN. Suspend. I am sorry?

Mr. GARDNER. Letters from companies in my district and
throughout Colorado, PC Telecom, C-COM, Blanca, one from——

Mr. WALDEN. Without objection.

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

Mr. GARDNER. Thank you, Mr. Chairman.

Administrator Strickling, Administrator Padalino, at prior
broadband stimulus oversight hearings, the NTIA and the RUS
have claimed overbuilding is not occurring. Do you still maintain
that position? Mr. Strickling?

Mr. STRICKLING. Sorry?

Mr. GARDNER. Is overbuilding occurring?

Mr. STRICKLING. Well, that depends on what you mean by over-
building. But as I said earlier

Mr. GARDNER. All right. It is just a simple question. Are we over-
building? Are you laying fiber where existing fiber exists?

Mr. STRICKLING. That is not necessarily overbuilding as I ex-
plained in my previous answer.

Mr. GARDNER. Are you laying fiber where existing fiber exists?

Mr. STRICKLING. I am sure that some of our grantees are doing
that.

Mr. GARDNER. Has EAGLE-Net in Colorado put fiber in the
ground where existing fiber exists?

Mr. STRICKLING. Yes. But that doesn’t tell you whether or not it
is needed or not.

Mr. GARDNER. Let me tell you a story about a school in my dis-
trict. I spoke at a graduation in southeastern Colorado several
years ago. The graduating class was one. There was one graduating
senior. That school that had one graduating senior when I spoke
there has three fiber connections, C—COM, FairPoint and EAGLE-
Net. Three of them to a school that I spoke to that had one grad-
uating senior.

I have got a map that I would like to display and it talks about
the overbuild that is occurring, $100 million in Colorado.

Now, the other question I had yesterday at the hearing in Colo-
rado before the Audit Committee with EAGLE-Net, they said that
a federal—this is EAGLE-Net testifying—that a federal handler
watches every move we make and are onsite from the beginning.
Yet their grant was suspended. If there is a federal handler—and
they identified NTIA—watching every move they make, why after
several years, after $96 million was committed out of the 100 mil-
lion, why did NTIA wait so long to suspend the grant?
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Mr. STRICKLING. Well, I am not sure what they mean by a fed-
eral handler. We certainly have provided oversight to this project.
But then to the specific question of the suspension

Mr. GARDNER. Why were they suspended?

Mr. STRICKLING. They were suspended because they wanted to
take advantage of the economies of using fiber where originally
they had proposed using microwave. Now, this is a good change.

Mr. GARDNER. They blame——

Mr. STRICKLING. Because this means that they will be able to
have greater capacity than they otherwise would have, but by
doing so, it changes their environmental approval.

Mr. GARDNER. In testimony before the State Legislature yester-
day, they blamed the clay-loving buckwheat in Montrose and the
Pagosa Springs blooming plant.

Mr. STRICKLING. Right. So what happens is when you come off
of the radio towers from microwave and come down to the ground
for fiber, you now have the potential of passing through areas of
habitats of endangered species.

Mr. GARDNER. So if you provided oversight, why were they—and
the other comments that they made were that they have to get a
permit from every jurisdiction. Why did they not know about the
clay-loving buckwheat?

Mr. STRICKLING. Well, I think it is been discovered as part of the
process.

But there are two separate issues here. One is the permitting
that they need to get whether or not they are federal grantee, but
as a federal grantee, they also have to get an overall environmental
assessment.

Mr. GARDNER. Let me show you a little bit about this. This map
shows and identifies EAGLE-Net’s current route in pink. The
green identifies existing routes of CenturyLink. The purple identi-
fies existing routes of businesses represented in this room with the
Colorado Telecommunications Association. Look at the duplication.
PC Telecom, a company 60 miles away from my hometown in rural
Colorado, 100 percent overbuilt by EAGLE-Net. 100 percent
overbuilt by EAGLE-Net. This is the eastern plains. Yesterday,
they testified, they said that it is built on the eastern plains first
because this is the easiest to get to. But that is also why you have
all of these other companies that have built existing fiber in the
ground while places on the Western Slope that truly need it be-
cause of the mountainous terrain have received nothing.

Mr. STRICKLING. Well, that is not true. There has been plenty of
construction on the western part of the State.

But let us back up a second. The EAGLE-Net project is a state-
wide educational network——

Mr. GARDNER. This is off of Eagle-Net’s Website. I mean this
is—

Mr. STRICKLING. I understand that, sir. But what we are trying
to accomplish with this project is to improve educational opportuni-
ties in the State of Colorado. The fact is that in Colorado only 4
percent of schools in Colorado are able to get or subscribe to serv-
}ces of greater than 50 megabits per second. You are going to hear
rom——

Mr. GARDNER. Let me just interrupt you real quick.
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Mr. STRICKLING [continuing]. Mr. Freddoso at North Carolina
that his network——

Mr. GARDNER. So you are saying that this is not

Mr. STRICKLING [continuing]. A statewide network is able to pro-
vide much greater speed.

Mr. GARDNER [continuing]. Overbuilding; this was all necessary?

1(\1/11". STRICKLING. It is not true. If you are going to have a state-
wide——

Mr. GARDNER. This is not overbuild?

Mr. STRICKLING. No, I disagree wholeheartedly.

Mr. GARDNER. So you are saying that PC Telecom that sent a let-
ter saying that there is 100 percent overbuild isn’t true?

Mr. STRICKLING. No.

Mr. GARDNER. You are saying——

Mr. STRICKLING. You are missing my point, sir. What I am trying
to say is that what is trying to be accomplished in EAGLE—-Net is
to figure out why Colorado—and fix the problem that Colorado is
so far behind the rest of the Nation——

Mr. GARDNER. I live in rural Colorado

Mr. STRICKLING [continuing]. In terms of broadband at schools.
This has to be accomplished through statewide network.

Mr. GARDNER. I live in a town of 3,500 people 30 miles away
from the border of Kansas.

Mr. STRICKLING. I am sorry?

Mr. GARDNER. I live 30 miles away from the border of Kansas,
a town of 3,000 people. I have high-speed DSL. I have 4G connec-
tions. I have an incredible—I have two, three other high-speed
internet connections that I can choose from. My daughter goes to
school there. I have never once heard them come to me saying we
don’t have the internet that is necessary for our kids to learn. And
my daughter goes to school there. Now, this

Mr. STRICKLING. Well, sir, can I put into the record this chart
that shows that Colorado is behind States like North Carolina? I
mean your problem is that 4 megabits per second to a school—

Mr. GARDNER. Why did EAGLE—Net turn down $20 million? Why
did EAGLE-Net turn down the opportunity to use it, $20 million
worth of technology that a private telecom in Colorado had offered
them instead of overbuilding?

Mr. STRICKLING. Well, let us go through the facts here because
I think—Ilet us take just a moment to go through this. At the time
at which EAGLE-Net went out to build the eastern part of the
State they went out on an RFP. And a group of the carriers who
are now complaining about this put in a bid to deal with this. We
didn’t hear anything about overbuild at that point in time.

Mr. GARDNER. They support EAGLE—Net.

Mr. STRICKLING. But they put in a bid that was hundreds of
thousands of dollars higher than the lower bidder.

MZ GARDNER. Because of absolute miscommunication from
NTIA.

Mr. STRICKLING. I disagree. But more importantly most of the
network.

Mr. WALDEN. Gentleman. Gentlemen. The gentleman’s time has
expired.

Mr. GARDNER. It is actually using existing——
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Mr. WALDEN. The gentleman’s time has expired. The gentleman’s
time has expired.

The Chair recognizes the gentleman from California, Mr. Wax-
man.

Mr. WAXMAN. Thank you, Mr. Chairman. I want to move to a dif-
ferent issue if I might, Mr. Strickling.

Mr. STRICKLING. I have plenty more to say about EAGLE—Net if
you like to stay there. But——

Mr. WAXMAN. Well, if I have any time left, I will let you expand
on that because you were interrupted many times.

It is critical that the administration implement the provisions of
the law that set up the Public Safety Response Program, and your
agency is tasked with hosting the First Responder Network Au-
thority, also known as FirstNET.

NTIA has a critical role in ensuring the success of the Public
Safety Network. In May 2012, NTIA partially suspended funding
for seven public safety BTOP awardees. And I was encouraged that
FirstNET recently adopted a resolution that could lead to NTIA
lifting that partial suspension of these BTOP Public Safety Pro-
gram funding.

Can you explain the path forward for the seven public safety
BTOP awardees? What can we tell cities like Los Angeles—which
is of particular interest to me—San Francisco and Charlotte, as
well as States like New Jersey about the likelihood of retaining
their BTOP grants, and how quickly do you expect FirstNET at
NTIA to make their decisions?

Mr. STRICKLING. Yes, sir. We suspended the projects a year ago
because when FirstNET came into being, we wanted to make sure
FirstNET had an opportunity to evaluate these projects and make
sure that they would continue to be a prudent use of taxpayer
money to build out. These projects were originally approved in 2010
based on a totally different concept about how do public safety
broadband that was changed in the Middleclass Tax Relief Act last
year where Congress directed this be done as a single, nationwide
network.

So before we spent another dollar on this technology, we wanted
to make sure what was planned would fit in with FirstNET’s plan.
So the Board has completed its review. They have visited every one
of these locations and their initial recommendation is they believe
all of these projects can add value to the ultimate FirstNET build-
out, and they would like to see all of the projects reinstated. They
intend to spend the next 90 days negotiating the spectrum condi-
tions because each of these localities has to get a spectrum license
from FirstNET.

So they are going to negotiate some conditions on that. And if
they are successful in that, they are then—as I understand it—
going to recommend to us at NTIA to go ahead and lift the suspen-
sions. And at that point in time when we receive that information,
it is certainly our hope and intent that we would like to see all
those projects continue if they are able to negotiate the appropriate
conditions with FirstNET going forward.

Mr. WAXMAN. Thank you. I want to go to this West Virginia
BTOP grant. Did the Inspector General’s review of the grant
awarded to the Executive Office of the State of West Virginia dis-
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cover any fraud? And was the grantee in noncompliance with any
of the terms of its BTOP grant?

Mr. STRICKLING. There was no fraud found. The IG certainly
made some recommendations in terms of inventorying and manage-
ment of the equipment, all of which West Virginia—as I under-
stand it—has agreed to do and has either done or is the process
of doing. I don’t know that any of those were findings of noncompli-
ance with grant conditions but they were certainly improvements
that were appropriate and which the IG was fit to recommend and
which West Virginia has gone on to implement.

Mr. WaxMAN. What is the typical application and award-moni-
toring process for these BTOP grantees? Were those processes fol-
lowed in the case of the West Virginia BTOP grant?

Mr. STRICKLING. Yes.

Mr. WaxMAN. OK. You were asked about overbuilding in areas
where there is already lines or communication systems set up, in
this situation in Colorado particularly. Does that mean if they have
something in place, there is no need for something else to be in
place?

Mr. STRICKLING. I think some people would like that to be the
definition, but that goes back what I said earlier. I don’t believe
any addition of middle-mile capacity to our Nation’s infrastructure
should in any way be considered overbuild. And that is the vast,
vast majority of our projects are spending dollars on. The two
towns that Congressman Gardner mentioned—at least the two
towns mentioned in the New York Times article, Agate and
Flagler—sit right on Interstate 70. Maybe it will become internet
70. And that is, you know, a major east-west route. This country
is going to need lots of capacity along that highway to allow—as
people continue to use more and more wireless devices, as schools,
as homeowners continue to use more and more bandwidth, we need
that.

And the fact is, in 70 percent of the build that EAGLE—-Net is
doing in Colorado, they are using existing facilities to do it. It is
part of our program that people should do this in the lowest-cost
manner and use existing facilities where we can. What we have
here is a group of companies that bid on this project, lost the bid,
and then we started to hear about overbuilding.

Mr. WAXMAN. I see. Well, my time is expired and I thank you
for that response.

Mr. WALDEN. The gentleman yields back.

And the chair recognizes the gentleman from Illinois, Mr.
Shimkus, for 5 minutes.

Mr. SHIMKUS. Thank you, Mr. Chairman.

I guess I have missed some exciting testimony. So I was another
hearing. So I apologize for being absent.

Welcome back, Mr. Strickling. Mr. Padalino, welcome.

And Mr. Strickling, you and I talked about the West Virginia
case last time.

Mr. STRICKLING. Right, we have talked about a lot here this
morning, too.

Mr. SHIMKUS. Oh, oK. And I am not going to spend a lot of time
on it, but you did say don’t believe everything you read in the
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newspaper. And after government review and oversight, the reality
is you can believe what you read in that newspaper article.

I think the best way to get out of this mess is to just owning up
to when there is problems and also bragging about the successful
deployment. And that is where I hope we go because we are going
to have people on the second panel that actually have been very
appreciative. But there are also problems. It is oK, you know. We
are human. We make mistakes. It is oK. So I am sorry about the
emotionalism, but we are emotive people here.

Mr. STRICKLING. And actually to your point, Congressman, if I
could just add, there are steps underway to do just that in West
Virginia.

Mr. SHIMKUS. Excellent.

Mr. STRICKLING. We sent a letter to them after our IG issued a
report and asked them to do another look at their long-term capac-
ity requirements, and I understand that

Mr. SHIMKUS. Well, that is a great segue——

Mr. STRICKLING [continuing]. Us today

Mr. SHIMKUS [continuing]. Into my question.

Mr. STRICKLING. Then, I will leave today’s news to you.

Mr. SHIMKUS. So, you know, what can West Virginia do to rem-
edy this situation? Can West Virginia trade in or sell back their
routers, or does it need NTIA approval to do so?

Mr. STRICKLING. Well, my understanding is that the governor
and Cisco, who is the supplier of the routers, are going to be work-
ing together along with perhaps some other people as part of a
group the Governor is pulling together.

hM;". SHIMKUS. But you don’t think you have to have a role in
this?

Mr. STRICKLING. I think it will depend on what they are able to
work out.

Mr. SHIMKUS. Will you exercise oversight over this as what they
decide to do and make sure that it makes sense——

Mr. STRICKLING. Yes, sir.

Mr. SHIMKUS [continuing]. And in the taxpayers’ interest and
that—I mean our biggest concern is—there is a lot of concerns, es-
pecially when you are from rural America. One is that we want the
unserved areas served. We really hate overbuilding of systems that
are providing service to rural America because there are so few
people there that to have the government come in with taxpayers
dollars compete against the private sector is really un-American is
the problem. And we appreciate our people who roll out and as-
sume the risk, raise the capital, assume the risk to provide access
to rural America and we don’t want them competing against the
government. So you understand that. We have talked about that
before. Let me

Mr. STRICKLING. That guided us in our whole philosophy. That
is why we have chosen the middle-mile approach to projects.

Mr. SHIMKUS. OK. Not always, right? Not always.

Let me talk about a specific provider, and this goes to both of
you. Frontier in Illinois has requested wholesale services for access
to the BTOP-funded project. But according to the rules and fact
sheet online, recipients should offer wholesale broadband services
at rates and terms that are reasonable and nondiscriminatory. The
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Illinois BTOP recipient, who is Clearwave, came back with an offer
of wholesale prices that were about 100 percent higher than its re-
tail offering. The rules state that “recipients that failed to accept
or comply with the terms listed above may be considered in default
or breach of their loan or grant agreements.” RUS and NTIA may
exercise all available remedies to cure the default. Assuming the
parties do not work this out—and of course that is the best solu-
tion—what are the next steps for NTIA to remedy the situation?

Mr. STRICKLING. Well, I am not going to speculate on that, but
I will say this, that this is a hallmark of our program. We are going
to make every effort to ensure that Frontier is able to get the
wholesale service that they are entitled to under the rules of our
program. I mean, it goes right to the heart of why we want to use
these investments to prime the pump for private investment. And
it doesn’t work if our grantees are not offering wholesale services
at reasonable prices. That is why that is a requirement of our pro-
gram.

And the case you described was one we first heard about last
summer. We had urged the parties to work it out, and frankly, we
hadn’t heard back from Frontier until yesterday, the day before the
hearing. Everybody kind of gets their house in order the day before
a hearing.

Mr. SHIMKUS. As we receive testimony sometimes, even the day
of, so it comes both ways.

Mr. STRICKLING. Yes, sir. So we are on this. We will go right
back and look at this but this is a very serious issue for us because
it is part of the whole philosophy of our program.

Mr. SHIMKUS. Please do. Thank you.

Mr. WALDEN. The gentleman’s time has expired and yields back.

And next is the gentlelady from Colorado, Ms. DeGette.

Ms. DEGETTE. Thank you very much, Mr. Chairman.

Mr. Strickling, I am going to be honest. Some of the facts of this
EAGLE-Net project don’t look very good. And I want to ask you
a series of questions. I feel like the questions you have been asked
so far have not really been designed to get answers from you. So
what I am trying to do in the 5 minutes that I have is get some
answers. If you could listen closely to these questions and if pos-
sible, answer yes or no, or short as you can, that would be helpful
because I want to clear up the record. I think it is important.

Now the first thing is, this program that EAGLE-Net has its
funding under is approximately, I believe, a $4 billion program. Is
that correct?

Mr. STRICKLING. Yes.

Ms. DEGETTE. And the EAGLE-Net program is $100 million. Is
that correct?

Mr. STRICKLING. Of federal dollars. The state will supply a
match.

Ms. DEGETTE. Of federal dollars. It is $100 million of federal dol-
lars. And I am going to assume that your agency—part of your
oversight obligation—is to make sure that that $100 million, or for
that matter the $4 billion, is not misspent in any way. Is that cor-
rect?

Mr. STRICKLING. Yes.
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Ms. DEGETTE. And the NTIA has been aware of difficulties—
many of them political—around the EAGLE-Net project for many
months now. Is that correct?

Mr. STRICKLING. We first started hearing about this late last
summer.

Mr. DEGETTE. So you have been aware of these problems for
many months?

Mr. STRICKLING. Yes.

Ms. DEGETTE. And you are investigating these allegations in a
robust manner, aren’t you?

Mr. STRICKLING. Yes. We have made a number of trips out there.
I personally——

Ms. DEGETTE. OK.

Mr. STRICKLING [continuing]. Was on the ground a couple of
weeks ago with some of the parties.

Ms. DEGETTE. And you have also asked for a lot of data around
this. Is that correct?

Mr. STRICKLING. Yes.

Ms. DEGETTE. And EAGLE-Net’s grant is under suspension
right now. Is that correct?

Mr. STRICKLING. Yes.

Ms. DEGETTE. And it is under suspension because—and you tried
to say this before but you got cut off—it is under suspension be-
cause the original application was for microwave technology and
EAGLE-Net decided to abandon that and go to fiber. Is that right?

Mr. STRICKLING. In part, that is right.

Ms. DEGETTE. And you like fiber better. I think that is what you
were trying to say, right?

Mr. STRICKLING. Absolutely.

Ms. DEGETTE. But the problem is EAGLE-Net didn’t get the en-
vironmental approvals to lay that fiber. That is also what you were
trying to say. Is that right?

Mr. STRICKLING. And that is why it was suspended.

Ms. DEGETTE. And so that is why you put them under suspen-
sion, right?

Mr. STRICKLING. Yes. And we are working through those issues
now with the hope the suspension will be lifted shortly.

Ms. DEGETTE. OK. So now I have got to admit, I don’t under-
stand either. And Mr. Gardner, my colleague from the Eastern
Plains, was asking you this question. Why would EAGLE-Net be
going so much into these markets in eastern Colorado where there
is already fiber laid and not going into the areas in western Colo-
rado which are underserved? Can you please explain clearly why
that is happening and why the NTIA approves of that or doesn’t
approve of that? Or, what is your position on that?

er. STRICKLING. Well, that is not a true statement in terms
0

Ms. DEGETTE. OK.

Mr. STRICKLING [continuing]. Not going into western Colorado.
This is a statewide project. The reason western Colorado is under-
served is because there has never been an economic case for serv-
ing it. What we have is we had a group of educational organiza-
tions that wanted to deal with educational needs on a statewide
basis. So that means building the entire State or providing network
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in the entire State. In order to be able to economically serve the
western part of the State, you need to have enough people on this
network that you are able to have the project be sustainable.

Ms. DEGETTE. So it is for economics? That is why they are build-
ing in the east first?

Mr. STRICKLING. In part. Sustainability is key, but there are
huge advantages to a State they can bring all of their K to 12
schools onto a single network. There are advantages in terms of the
speeds that can be provided, in terms of the security that can be
provided, in terms of the applications—the ability for schools to be
connected with each other, to have distance-learning, to have, you
know, courses from colleges provided. There are huge advantages
to a statewide approach to this. And you will hear about that in
the next panel from Joe Freddoso, because he is doing exactly that
in North Carolina.

Ms. DEGETTE. OK. So what you are saying is that duplication
doesn’t necessarily mean waste, fraud, and abuse.

Mr. STRICKLING. That is right.

Ms. DEGETTE. And if there was a waste, fraud, and abuse, you
feel that your agency has the procedures in place to identify that
and to either suspend or eliminate the funding. Is that correct?

Mr. STRICKLING. Yes. But if I could just say, having said all of
this, we would like to see peace in Colorado. I have been out—I
have worked with the Congressman—we would like to find a way
to accommodate everybody out there even those bidders who were
unsuccessful before. If there is a way to find a win-win here, which
is the goal of all of our projects, we want to do that.

Ms. DEGETTE. Mr. Strickling, I will say to date I really haven’t
been part of those discussions, but as a senior member of this com-
mittee, I will make you the offer and I will make Mr. Gardner the
offer. I would be happy to sit down on a bipartisan basis with him
and with your office and see if we can make peace in Colorado. I
think that would be a win-win situation for everybody, especially
these school children.

And I yield back.

Mg WALDEN. The gentlelady yields back and her time has ex-
pired.

The gentleman from Kansas, Mr. Pompeo, is recognized for 5
minutes.

Mr. PoMPEO. Thank you, Mr. Chairman.

You know, as I am sitting here listening to this discussion today,
this reminds me an awful lot of the Solyndra hearings where you
had enormous amounts of federal money being rushed out the door
under tight deadlines and constraints, and it just went scattershot.
And you see the GAO report, you see your efforts, and I take you
at good faith that you are trying to collect data and make sure that
you are overseeing these funds in a way. You all were given a task
that was darn near possible.

Mr. STRICKLING. I disagree.

Mr. PoMPEO. But no, you havent succeeded. I will say that
much. In my judgment, you have not succeeded.

Mr. STRICKLING. Well, I disagree.

Mr. PoMPEO. I understand. I haven’t asked a question yet. You
will get a chance to talk. You have a different view. You think it
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hfgshbeen wildly successful. I have a fundamentally different view
of this.

Let me ask a couple of yes or no questions because I want to be
as quick as I can today. Yes or no, do you both think that teaching
someone to create an email account is a proper task for the United
States Federal Government?

Mr. STRICKLING. Yes.

Mr. PADALINO. Yes.

Mr. PomPEO. Wow. So you don’t think a city could do that? You
don’t think a school board could do that? You don’t think a county
could do that, a state could do that? You think Kansans ought to
teach people from New Mexico to create an email account and folks
in Alaska ought to pay to teach someone in Illinois to create an
email account? Is that correct also?

Mr. STRICKLING. Well, maybe I didn’t understand your question.
We have funded programs to let local institutions do just that.

Mr. PompPEO. It is federal taxpayer dollars, sir. With all due re-
spect

Mr. STRICKLING. Yes.

Mr. POMPEO [continuing]. This is federal money that is going for
the tasks that I—

Mr. STRICKLING. Right. So I think it is appropriate to use federal
money. Who actually does the teaching, we have left up to the local
communities to do that.

Mr. POMPEO. Great. You talked, Mr. Strickland, for a moment
about how much speed was there, and I have heard this discus-
sion—I am amazed that the chairman’s not here—but you had the
discussion about the right size of routers in broadband. To see
Members of Congress discussing this at the federal level when I
have trouble figuring it out at Best Buy, and so does every one of
my constituents. But they can make good value decisions for them-
selves and cities can, too, whether it is in Hays, Kansas, where this
program was overbuilt just like we are talking about Colorado
today. And that was from a previous hearing. I don’t really want
to spend much time going back into that today.

To hear that discussion here, how do you know what the right
speed is? You said, well, they don’t have enough megabits, or in the
case of schools, gigabits. How do you know what the right speed
is?

Mr. STRICKLING. Well, I am relying on the experts—the state
educational technology directors. These recommended speeds are
based on the work that they have done. But it is also based on
some simple math. If we agree that 4 megabits per second is an
appropriate speed for a homeowner today in terms of their day-to-
day needs, all you have to do is now project that to a library or
project it to a school where you now have several hundred people
all trying to use that bandwidth at the same time. Just do the
math. It is not hard to see how we are up to 100 megabits per sec-
ond as a basic need for schools.

Mr. PoMmPEO. I don’t dispute that. It might be 1,000 tomorrow.
And the challenge here

Mr. STRICKLING. It is going to be a

Mr. PoMPEO. The challenge is you have no idea and you have no
incentive to get it right because you don’t have your own personal
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skin in the game. You have no risk. You have the taxpayers’ money
making arbitrary decisions about the proper speed at the proper lo-
cation instead of risk-taking people making evaluations for them-
selves about the right risk to take.

And with that I will yield the balance of my time to Mr. Gardner.

Mr. WALDEN. The gentleman yields.

Mr. GARDNER. I thank the gentleman from Kansas for his addi-
tional time.

And I just want to read a House Joint Resolution that was
passed in Colorado back in 2010 “whereas every effort should be
made to prioritize the provision of broadband service to unserved
customers throughout the efficient distribution of resources to
avoid overbuilding of existing facilities and to strongly encourage
the use of private sector local telecommunication providers.” Has
that been achieved in Colorado?

Mr. STRICKLING. It has been attempted.

Mr. GARDNER. Has that been achieved? If you can grade
EA%LE—Net on a scale of A to F, what would you give EAGLE-
Net?

Mr. STRICKLING. I wouldn’t speculate on a grade, but what I can
tell you is that the process that was used gave everybody an oppor-
tunity to bid on this project to provide these services. Not every-
body could be selected. But the fact is there was an open competi-
tive process to do just this. And again, in light of that resolution,
as1 I said earlier, 70 percent of the build-out there is on existing fa-
cilities.

Mr. GARDNER. But you have 100 percent build-out of PC
Telecom. The town that I mentioned that had one graduating sen-
ior, that wasn’t on I-70. That is in Kiowa County out by the Kan-
sas border. It is a long way away from I-70.

Mr. STRICKLING. Yes.

Mr. GARDNER. It is closer to Kansas. Three fiber connections. But
yet EAGLE—Net is providing service to the Denver Museum of Nat-
ural History, to Cherry Creek School District in the Denver Metro
area

Mr. STRICKLING. Yes.

Mr. GARDNER [continuing]. One of the State’s largest and
wealthiest school districts. They have approached the City of Lone
Tree, which has a Nordstrom’s in it, about whether or not they
should receive EAGLE-Net Service. After a build-out in Yuma
County, Colorado, of the local private internet provider, EAGLE-
Net went and approached them about peeling off their anchor insti-
tutions. You were asked earlier whether or not you believed there
was waste in West Virginia. Is there waste in Colorado?

Mr. STRICKLING. I can’t answer that. But I do believe that the
process——

Mr. GARDNER. NTIA has oversight.

Mr. STRICKLING. Yes.

Mr. GARDNER. You know this project. Is there waste in Colorado?

Mr. STRICKLING. I can’t answer that yes or no today.

Mr. WALDEN. The——

Mr. STRICKLING. What we know is that the process that has been
used has gotten us to result where we have people who are com-
plaining about the project. We have been working to try to resolve
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those complaints. I absolutely believe this is a critical project for
the future of education in Colorado. We would like to see it succeed
to deal with the fact it Colorado has such slow speeds across the
state in terms of broadband into its schools. That is what we are
trying to accomplish here. What we would like to find is an oppor-
tunity for everybody to come together in support of this project.
And we are still committed to doing that.

Mr. WALDEN. Thank you. The gentleman’s time has expired.

The chair now recognizes the gentleman from New Mexico, Mr.
Lujan, for 5 minutes.

Mr. LuJaN. Thank you very much, Mr. Chairman. And Mr.
Chairman, I look forward to the day when consumers across Amer-
ica are able to go to that Best Buy and make decisions on those
routers because they can go home and use them. It doesn’t matter
which one they may get their hands on, that they can go home—
they have speeds—the ability to use the pipe, the bandwidth, the
amount of information and data that can stream in this magical
realm sometimes that is lit up by light rather than an old copper
wire that provides plain old telephone service that oftentimes is
paired, which means is split over and over and over and loses its
capacity.

There is a reason why we pave our roads in America. I still come
from rural America. We have a lot of dirt roads. But a lot of people
don’t drive their cars on those dirt roads. They drive bigger pickup
trucks or vehicles they don’t mind getting beat up a little bit. I am
hoping that we can pave the information highway for America. We
have talked about this a lot, and that is what this is.

Mr. Strickling, I very much appreciate your willingness based on
the questioning from Ms. DeGette to go and make peace in Colo-
rado. That is all we should ever want. And for you to go and solve
this problem out there and be willing to do that is important.

Ranking Member Eshoo talked about the importance of cracking
down on waste, fraud, and abuse. We can’t emphasize that enough.
I hope that that is something we both share as Democrats and Re-
publicans in this Congress. And I appreciate your willingness to
help us work on that.

To the witnesses, I am going to read a few statements and ask
you if you agree or disagree that these statements support the
goals of what this program was. All-encompassing and affordable
broadband connectivity will go a long way toward returning our re-
gion to long-term growth and productivity for which it is known.
Would you agree that that is the goal of the program?

Mr. STRICKLING. Yes.

Mr. PADALINO. Yes, I agree.

Mr. LujaNn. A BIP grant to extend broadband service would help
the poor and underserved areas become highly productive. Would
you agree?

Mr. STRICKLING. Yes.

Mr. PADALINO. Yes.

Mr. LuJAN. With these grants, providers could expand edu-
cational opportunities; assist hospital patients, families, and
nurses; improve services for the disabled; empower the elderly to
use technology; offer job training and retraining; help displaced



62

Worke‘z?rs in the area; and establish additional libraries. Do you
agree?

Mr. STRICKLING. Yes.

Mr. PADALINO. Yes.

Mr. LuJaN. Could bring us into true integrated technological ad-
vances that we ask our communities to strive for but are unable
to achieve since they are at the mercy of companies only looking
for densely populated areas. Do you agree?

Mr. PADALINO. Yes.

Mr. STRICKLING. I guess I don’t want to castigate industry. I
think industry is doing the economically reasonable thing here. But
when they do that, it is still going to leave behind areas where they
just can’t find the economic case to serve them.

Mr. LuJAN. I appreciate that, Mr. Strickland.

Mr. PADALINO. And if I could expand on that little bit.

Mr. LUJAN. Please.

Mr. PADALINO. I think that touches on the issue of overbuild.
And, you know, we take that issue very seriously. I mentioned ear-
lier that we go out for public comment and at times we will receive
a comment from a provider who may provide service in that dense-
ly populated rural town but not in the outer reaches, on those dirt
road areas that you mentioned. And that is a lot of times what the
applications that we are entertaining at the Rural Utility Service.

Mr. LusaN. I appreciate that.

This project is part of a larger plan to not only upgrade and ex-
tend high-speed broadband access across the State but transform
our State’s economy. Would you agree?

Mr. PADALINO. Yes.

Mr. STRICKLING. Yes.

Mr. LuJaN. And I will just read one more. 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 applica-
tions essential for delivering programs such as telemedicine, dis-
tance learning, public safety, economic development that will create
and maintain jobs and improve the lives of all of our constituents.

Mr. PADALINO. Yes, I agree.

Mr. STRICKLING. Yes.

Mr. LuJaN. I was intrigued, Chairman, when I saw the title of
the hearing—named “Is the Broadband Stimulus Working”—and
thought that that is something that we would be tackling and talk-
ing about today. The statements that I read were from my Repub-
lican colleagues in support of these projects to you guys to your de-
partments. It is working. The instances where we found fraud and
abuse or problems or where peace needs be found and healed, we
need to work on. But in the same way that RUS benefits rural
America from electrifying it, because there are places in America
that still raise our crops and produce our beef or lamb like our fam-
ily raises, these areas of the country need a little bit of help. And
}:_hat federal investment goes a long way. These are immense bene-
its.

And Mr. Chairman, I certainly hope that we can find more com-
mon ground as we talk about the commonalities and the kind
words that I just read, which I agree with wholeheartedly, where
different parts of America have benefited, let us talk about those
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areas and let us work together to make sure that we go and heal
and help our brothers and sisters up in Colorado.

And if there is anything that I can do, Ms. DeGette and Mr.
Gardner, to provide some assistance from a neighbor to the south,
you got it.

With that, Mr. Chairman, I yield back the balance of my time.

Mr. WALDEN. Thank you very much. The gentleman yields back.

And the chair now recognizes the gentleman from Missouri, Mr.
Long, for 5 minutes.

Mr. LoNG. Thank you, Mr. Chairman.

Mr. Strickling, when a baseball player gets suspended for
steroids or something like that, normally they have done a bad
thing. Suspension in this case, I believe you said there are three
contracts under suspension at this time?

Mr. STRICKLING. That is correct.

Mr. LONG. Is that a good thing or a bad thing? When you were
talking about EAGLE—-Net, you described it as they have come up
with better technology. They want to from microwave to fiber. So
it is like we suspended them because they are going to do a good
thing. So is suspension normally—and the other two cases—is that
a good thing or bad thing?

Mr. STRICKLING. Well, the reason for the suspension in the case
of EAGLE—Net is, having made that good decision to move to fiber,
it had consequences in terms of their compliance with the grant
conditions, in particular, the need to go back and do an environ-
mental review, which brought us into the two endangered species
that Congressman Gardner talked about. So they have to work that
through with the Fish and Wildlife Service in order to be able to
resume construction. And they are in the process of doing that
right now.

Mr. LONG. And the other two instances, do you know off the top
of your head whether they are good things or bad things they have
been suspended for?

Mr. STRICKLING. I think in the case of the other two projects, we
have some management challenges that we need to see fixed there
in order to allow them to continue to spend money. Yes. And so——

Mr. LONG. So we might have one good thing and two bad things?

Mr. STRICKLING. I am not sure how to respond to that. But it is
not—

Mr. LONG. I am not trying to be argumentative. I am just trying
to—because my original question was going to be how does one get
suspended? But then, as I sat here waiting for all my other col-
leagues to go ahead of me, I came to realize that EAGLE—Net, who
we have heard a lot of complaints about today—I don’t know if
their proven or not—but we have heard a lot of complaints about
them. And when I heard they were suspended, I thought, oh, they
have done something bad. But now we have learned that they are
suspended because they are doing something good. So I am just
trying to get a handle on how one would get suspended.

Mr. STRICKLING. Well, it is not something you should aspire to
do. I guess I would say that.

Mr. LoNG. OK. Let us see. You also referenced two her three
times—you seem to be upset with one of my colleagues; I can’t re-
member which one—but the fact that they were using:
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Mr. STRICKLING. Sir, I am not upset with anybody. We are just
having an active discussion.

Mr. LoNG. Then, don’t come back when you are upset. But you
have mentioned two or three times that—you spoke in a louder
tone, perhaps—that they——

Mr. STRICKLING. Guilty as charged.

Mr. LONG [continuing]. Were not using discounts and they should
of been or should not have been using a discounted figure on the
equipment cost, I presume.

Mr. STRICKLING. What we were talking about was the West Vir-
ginia auditor’s report and the way the auditor came up with the
alleged millions of dollars of overspend was, I believe—I am not en-
tirely certain because the report is a little ambiguous on this—but
it looked to be based on list prices of routers. And I only say that
because when we did our calculation, we came up with an average

rice, including the discounts, for what they bought at about
512,000. That doesn’t even include the 100 free routers they got.
And in one case the auditor referred that they could of save
$16,000 per router. Well, that suggests to me they weren’t using
a discounted price when they did that analysis.

Mr. LONG. And this was in West Virginia, correct?

Mr. STRICKLING. Yes, we are talking about West Virginia.

Mr. LoNG. OK.

Mr. STRICKLING. Now, if you look, our Inspector General did a re-
port where they looked at the same exact issue and concluded that
possibly West Virginia could have saved 2 to 5 percent on the rout-
er purchases had they bought lower capacity routers. But our IG
made an assumption that they would have still gotten the 100 free
routers even under that scenario. And they acknowledged that, if
in fact the 100 free routers weren’t available under the alternative
purchase, that there would have been no net savings by going to
the lower-capacity routers.

Mr. LONG. But my question that I am trying to lead up to is that
in West Virginia, which we are speaking now, we agree they used
no competitive bid process?

Mr. STRICKLING. That has been raised by the West Virginia audi-
tor in its report.

Mr. LoNG. Right. OK. So the West Virginia auditor believes they
used no competitive bid process. Later

Mr. STRICKLING. We understood that they certainly got multiple
bids on Cisco routers——

Mr. LoNG. Later in your:

Mr. STRICKLING [continuing]. But I think it is correct that they
didn’t have bids from other company gear.

Mr. LoNG. Later in your testimony, you said EAGLE-Net went
out on an RFP, Request for Proposal. So are these contracting
things handled differently in different States? I mean, if somebody
goes out on an RFP, they have to prove their worth. That is a re-
quest to earn the proposal but yet then we go to West Virginia and
they don’t even bid competitively, apparently, according to their
auditor.

Mr. STRICKLING. So each State has to—if it is a state government
organization—has to comply with their own procurement rules. We
don’t have a set of federal procurement regulations for our grants
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other than you have to follow the rules that apply to you in your
State.

Mr. LoNG. OK.

Mr. STRICKLING. So, yes, you could have different procurements
happening in different States based on differences in their laws
and regulations.

Mr. LoNG. OK. I was going to yield to someone else but I have
taken up too much of my time.

So Mr. Chairman, I yield back.

Mr. WALDEN. The gentleman yields back. Mr. Welch, I believe,
is next.

Mr. WELCH. Thank you very much, Mr. Chairman.

Mr. Strickling, I would like to clarify some of the discussion
about the West Virginia project. Did NTIA approve individual con-
tracts executed by West Virginia or any grantee?

Mr. STRICKLING. I am sorry. Could you repeat that? I am not
sure I understand the question.

Mr. WELCH. Well, does the NTIA approve every purchase made
by every grantee——

Mr. STRICKLING. No, no.

Mr. WELCH [continuing]. Or do grantees have to follow guidelines
set by the NTIA?

Mr. STRICKLING. So we approve the grantee’s budget at the be-
ginning of the project, and then we would look at their quarterly
spend reports to see if there had been anything that got out of line.
But no, for the typical project we don’t review individual purchases.
Now, in some cases when we get a project that is somewhat chal-
lenged, we will put them on a reimbursement-basis only at which
point we are looking at individual invoices and making sure those
are appropriate to be paid.

Mr. WELCH. OK. And we have heard the suggestion today that
because 95 percent of the population already has access, govern-
ment action to extend broadband is unnecessary. That is an argu-
ment some folks are making. But is it the case that extending in-
frastructure to every corner of our country, and especially in rural
areas—and a lot of us on this committee represent rural areas—
always require some public resources in participation?

Mr. STRICKLING. I am not sure that I can give you a categorical
answer to it. But what I can tell you is that the 95 or 96 percent
figure is a figure for the mass market. We know from our program,
and it is been well documented, that these anchor institutions have
much higher needs for broadband, much greater speed require-
ments. Those aren’t factored into that 96 percent. And as I said be-
fore, we know that schools overall have been at the low end of what
their needs are. So our program has been trying to deal with some
of these specific needs of anchor institutions which was set out as
a standalone obligation or purpose under the Recovery Act. It was
to serve unserved and underserved areas and to serve anchor insti-
tutions. And we have taken that to heart in the philosophy of our
program.

Mr. WELCH. Good. Yes. And, you know, the private sector has
spent billions and that is tremendous. But I believe it is the case
that these investments have been enabled, to some extent, by pub-
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lic resources including the Universal Service Fund and the RUS
loans. Is that your sense as well?

Mr. STRICKLING. Well, there is no question that in rural areas
the USF money and the RUS support has definitely had an impact.
Yes.

Mr. WELcH. OK. Thank you.

I yield back, Mr. Chairman.

Mr. WALDEN. The gentleman yields back the balance of his time.
Does that cover

Ms. DEGETTE. Mr. Chairman?

Mr. WALDEN. Oh, Ms. DeGette.

Ms. DEGETTE. I ask unanimous consent to place the documents
that Mr. Strickling was referring to——

Mr. WALDEN. Oh, absolutely.

Ms. DEGETTE [continuing]. The charts into the record.

Mr. WALDEN. Yes, without objection. Of course.

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

Mr. WALDEN. And I think we have covered everybody who had
to step out. Right? Or have you gone, Mr. Kinzinger? Oh, oK. Mr.
Kinzinger, for 5 minutes.

Mr. KINZINGER. Thank you, Mr. Chairman.

Mr. WALDEN. Oh, but before you start.

Mr. KiNZINGER. Uh-oh.

Ms. DEGETTE. Yes, we want to——

Mr. WALDEN. This is his birthday.

Ms. DEGETTE. This is his birthday so we have

Mr. STRICKLING. Do we get to sing, and does it come off his time?

Mr. WALDEN. What is that? Yes, it comes off as questioning time,
Mr. Strickling. So happy birthday to our colleague, Mr. Kinzinger.

Mr. KINZINGER. Thank you. I am now old enough to have——

Mr. WALDEN. I look good for 70; he looks good for 35.

Mr. KINZINGER. Well, thank you. And thank you all for coming
out. I know this was touched on a bit. I want to change gears from
what we have been talking about, talking about FirstNET. Our
subcommittee did help to create this authority in order to establish
a nationwide interoperability public safety broadband network. But
there were some differences of opinion on what this board, among
other things, should look like. That being said, it is now our job to
have a bit of oversight on the activities of this board with respect
to the NTIA. In the most recent FirstNET board meeting, there
were a couple of resolutions adopted in order to move forward with
last year’s previously suspended public safety BTOP projects. These
resolutions stated that the suspensions were to be resolved within
90 days. And I was glad to hear this since there are States and lo-
calities who have committed vast amounts of resources to these
now dormant projects.

My concern in these resolutions is the special award conditions
being required to end the suspensions, specifically, the condition
which ensures BTOP projects systems from interoperability prob-
lems and the requirement that a State’s BTOP public safety assets
be transferred to FirstNET. The former seems like an overly broad
indemnification, while the latter seems a bit premature since
States don’t even know what options they will have in regards to
a FirstNET network. My question to Secretary Strickling is this:
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Why has the reinstatement of these BTOP public safety project
awards taken so long and are those special conditions really nec-
essary?

Mr. STRICKLING. Well, the board only met a week ago.

Mr. KINZINGER. Yes. It is 2013 so I was just, like, you know——

Mr. STRICKLING. Right. So they were on suspension to give the
board an opportunity to go visit the projects and to make their rec-
ommendation. The board didn’t come into being until last Sep-
tember when they had their first meeting. One of the first tasks
they organized to do was to conduct a review of the projects. They
have now been out; they have been on the ground to visit every one
of them, and that led to recommendation that they just passed last
week.

Mr. KINZINGER. We are hoping then that can move forward very
quickly.

Mr. STRICKLING. Yes. And again, they are going to take the 90
days to sit down with each of these projects.

Mr. KINZINGER. And then, what are your thoughts on the special
conditions on them?

Mr. STRICKLING. I will reserve judgment on those until they are
presented back to us as part of the process.

Mr. KINZINGER. Then I can submit that for the record, if you
wouldn’t mind getting back to me on them.

Mr. STRICKLING. Yes. Sure.

Mr. KINZINGER. And also, while your testimony highlights the
ability to get grants back on track after suspensions, we have been
contacted by a number of people who remain very concerned about
the grant to the North Florida Broadband Authority. Mr. Chair-
man, I seek unanimous consent to enter into the record a letter
from Mr. Chris Thurow, Sr., a former North Florida Broadband Au-
thority board member raising concerns about the program.

Mr. WALDEN. Without objection, so ordered.

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

Mr. KINZINGER. My understanding is it has had problems from
the start and NTIA suspended the grant for a period in 2011——

Mr. STRICKLING. Yes.

Mr. KINZINGER [continuing]. Requiring a corrective action plan.
The outside contractor, law firm, and compliance firm have been
replaced. Additionally, 7 of the 14 counties have dropped out of the
project. We have been told the project has very few paying cus-
tomers left and its revenue is only a fraction of the monthly oper-
ating expenses. A few questions on this. Is the project financially
sustainable? If not, what happens next? Because, specifically, 7 of
the 14 counties have withdrawn because they see a project. So
what is it that the NTIA sees regarding its viability that the local
counties are missing?

Mr. STRICKLING. Well, as of right now, we still think it is a good
project and it is sustainable. And I will tell you that even in the
case of at least one of the counties, the project is still picking up
customers within that county even though that county might have
dropped out. It is the Suwannee County, but the City of Live Oak
has remained a customer and is very interested in the project. So
I think the fact that the 7 counties have left—while not a great
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event for us or for North Florida—doesn’t necessarily mean that
those counties are not going to continue to supply customers.

Mg KINZINGER. You still see this to be a financially feasible ven-
ture?

Mr. STRICKLING. Yes. At this time, yes.

Mr. KINZINGER. All right, then we will obviously see how this
goes over time.

Mr. STRICKLING. Right.

Mr. KINZINGER. With my remaining minute I would like to yield
to Mr. Gardner of Colorado.

Mr. GARDNER. I would like to thank the gentleman from Illinois
fOIi{ tge time. And just a couple of follow-up questions on what he
asked.

Mr. Padalino, are you concerned that these rural telecoms in Col-
orado that have RUS loans may be unable to pay their loans due
to competition from EAGLE—Net?

Mr. PADALINO. We have been monitoring the situation closely.
We have heard from some of the borrowers in Colorado. We for-
warded that correspondence over to NTIA. The rural development
undersecretary Mr. Strickling met I think late last summer and we
allowed NTIA to take the lead as it was there awardee.

Mr. GARDNER. So that is a concern?

Mr. PADALINO. Well, we are concerned with all of our borrowers
to make sure that the loans are repaid.

Mr. GARDNER. Thank you. And Mr. Strickling, is EAGLE-Net
sustainable financially?

Mr. STRICKLING. I think that is still to be determined.

Mr. GARDNER. Wasn't that a condition of the grant, that they be
sustainable?

Mr. STRICKLING. As presented to us, yes. But I think we certainly
are watching it carefully. The events of the suspension, the events
of the controversy clearly could have an impact on its ultimate sus-
tainability, which is why I would like to work with you and Con-
gresswoman DeGette and the entire delegation to find a way to
make sure this project is sustainable and can serve the school-
children of Colorado.

Mr. GARDNER. Will the grant be reinstated before the issues are
worked out in Colorado?

Mr. STRICKLING. The grant suspension would be lifted once they
work out the environmental issues. But as you know, and we have
committed to you to work and make sure EAGLE—Net is working
with all of the stakeholders out there to try to resolve these other
issues as quickly as we can.

Mr. GARDNER. And the last question. I am out of time. With 96
million out of the $109 obligated or spent, is there enough money
to finish the west slope build-out?

Mr. STRICKLING. Well, that doesn’t include a bank loan that they
also had sought and I think they are still working through some
of the issues with the bank because of the delays in the project.
There are some issues about whether the bank will continue on or
not. So yes, I think ultimate financing is a concern, and again, that
is an issue we would like to work with you on to make sure that
the bank might carry through on that or that other sources of fund-
ing could be found.
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Mr. GARDNER. That is a bank loan they haven’t received yet. Or
they have?

Mr. STRICKLING. They haven’t received all of the proceeds of it.
I think they have received a small amount of the loan so far.

Mr. GARDNER. They told the audit committee about $500,000. I
don’t know if that is the same loan.

Mr. STRICKLING. I think that is what they have received so far.
Yes, sir.

Mr. WALDEN. All right. The gentleman’s time has expired.

I want to thank our two public servants for being here today and
answering our questions—or attempting to—to the best of your
abilities. And we look forward to continuing the discussion. And
again, thank you for your service and we appreciate your participa-
tion in our hearing.

We are going to move on now to the second panel. As we change
out here, we will have Mr. Pete Kirchhof, Executive Vice President,
Colorado Telecommunications Association; Ann Eilers, the Prin-
cipal Assistant Inspector General for Audit and Evaluation, Office
of Inspector General, U.S. Department of Commerce; Michael K.
Smith, the State President, Vermont, FairPoint Communications;
and Bruce Abraham, Board of Directors, North Georgia Network;
and Joe Freddoso, President and CEO of MCNC. I hope I got all
those names correct.

And if you all will take your seats and I will just tell you with
regards to these microphones, they do have an actuator button
there at the base. And the closer you are between the microphone
and your mouth, the better we will be able to hear you once the
light is lit.

So we thank all of you for coming today to help enlighten us on
what is working and what is not this program, and to how we can
be good stewards of the taxpayers’ money. So with that——

Ms. DEGETTE. May I take a moment, sir?

Mr. WALDEN [continuing]. I would like to recognize my friend
and colleague from Colorado, Ms. DeGette

Ms. DEGETTE. Thank you.

Mr. WALDEN [continuing]. To introduce our first witness.

Ms. DEGETTE. Thank you very much, Mr. Chairman.

I am really delighted to introduce our first witness because he
is an elementary school classmate of mine from St. John’s Elemen-
tary School in Denver, Colorado. And he does a wonderful job in
his current role—I am getting his exact title—Executive Vice Presi-
dent of the Colorado Telecommunications Association. And we are
hoping he can sort all this out for us in 5 minutes or less. Thanks,
Mr. Chairman.

Mr. WALDEN. So Mr. Kirchhof, if you would like to lead off. We
are delighted to have a fellow westerner out here. And please go
ahead.
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STATEMENTS OF PETER KIRCHHOF, EXECUTIVE VICE PRESI-
DENT, COLORADO TELECOMMUNICATIONS ASSOCIATION;
ANN EILERS, PRINCIPAL ASSISTANT INSPECTOR GENERAL
FOR AUDIT AND EVALUATION, OFFICE OF INSPECTOR GEN-
ERAL, U.S. DEPARTMENT OF COMMERCE; MICHAEL K.
SMITH, STATE PRESIDENT-VERMONT, FAIRPOINT COMMU-
NICATIONS; BRUCE ABRAHAM, BOARD OF DIRECTORS,
NORTH GEORGIA NETWORK; AND JOE FREDDOSO, PRESI-
DENT AND CEO, MCNC

STATEMENT OF PETER KIRCHHOF

Mr. KiRCHHOF. Thank you, Chairman Walden, Ranking Member
DeGette, now, I guess it 1s. And I hope the elementary school com-
ment does not become part of the permanent record.

But to the rest of the committee members, my name is Pete
Kirchhof, Executive Vice President of the Colorado Telecommuni-
cations Association. CTA represents 25 small rural communications
companies that provide voice, video, and data service to approxi-
mately 30,000 customers located in 25,000 square miles, a very di-
verse geography. That equates to approximately 1.2 customers per
square mile, which presents huge challenges in providing services
to these customers where the cost is determined by distance and
density.

Attached to my written testimony is a colored service area map
that shows you graphically those large geographic areas served by
our members.

CTA members receive support from two federal programs, the
Universal Service Fund and the Rural Utility Service. Both of
these programs were and are instrumental in helping our members
grow their companies, upgrade their networks, and provide high-
quality affordable communications service. CTA members appre-
ciate the confidence shown by these agencies in supporting service
for rural Colorado.

In 2010, NTIA was awarded a grant to an entity called EAGLE-
Net. The purpose of the grant was to provide broadband service to
unserved, underserved entities through construction of a middle-
mile infrastructure and in collaboration with local telecommuni-
cation companies like CTA members. Several CTA members sent
letters of support to NTIA and were referenced as potential part-
ners by EAGLE-Net in their original application. Our members
truly believed that this project would be a tremendous benefit to
rural communities. EAGLE—Net would build facilities where need-
ed, i.e. fill in the gaps or reinforce existing facilities or lease exist-
ing facilities from companies where possible to provide broadband
service to these targeted institutions.

It now appears to us that this project was not intended to serve
unserved or underserved areas or to collaborate with the local pro-
viders but rather to build a government-owned and operated dupli-
cative network, overbuilding hundreds of miles of existing fiber in-
frastructure from our members and other providers throughout the
State to serve as many government entities as possible, including
many in urban, highly competitive and densely populated areas.

As I discussed in my written testimony, the attached maps also
demonstrate there are several examples of where duplicate facili-
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ties were built. And even more troubling, they were funded by
three different federal programs.

In addition, facilities and services are being provided to cus-
tomers in Denver, hardly unserved or underserved by anyone’s def-
inition.

Congressman Gardner referenced the resolution passed, the
House Joint Resolution 26. I won’t read the section. He and I had
the same sections to discuss. But the overall, I think, goal of the
State Legislature was to make sure that there was not duplicating
facilities and that there was use of the private sector facilities
where possible.

In our opinion, EAGLE-Net has done just the opposite by over-
building existing networks on the eastern plains, south-central Col-
orado, the Denver Metro area, as well as Laramie, Wyoming, while
largely ignoring the western slope communities where broadband
facilities are desperately needed and would be welcomed by those
communities.

CTA member service areas have small populations, are costly to
serve, and generate limited revenues. Supporting even one network
under those circumstances is a challenge even with the subsidies.
Maintaining two competitive government-funded networks is highly
unlikely. And since most of the CTA members RUS funding is in
terms of loans, not grants, overbuilding presents a serious impact
to the financial stability of our members and ultimately to RUS if
our ability to repay those loans is compromised.

First and foremost in our mind, federal agencies should ensure
that taxpayer dollars are not used to duplicate infrastructure devel-
opment in rural communities. The Federal Government is the Fed-
eral Government. Any conflicts should be resolved through an
interagency agreement or cooperation.

I do want to publicly thank Assistant Secretary Strickling for his
attention and for recently meeting with us in Colorado. But in con-
clusion, I would say this: CTA members still support the mission
of EAGLE-Net as it was originally constituted, but I think what
has happened is is it has gone far from what the original intent
was. We respectfully ask committee members to encourage
EAGLE-Net to negotiate with local providers in good faith to avoid
duplicating facilities. And we would hope that any additional mon-
ies left over could be redirected to the western slope.

Thank you, Mr. Chairman and members of the committee, for
your time.

[The prepared statement of Mr. Kirchhof follows:]
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Executive Vice President
Colorado Telecommunications Association

Subcommittee on Communications and Technology

February 27, 2013

CTA Mission Statement

To promote the availability of resources and enhance the opportunity of its
members to provide the most advanced and highest quality communications
networks and services to customers in rural Colorado and link residents of the state
to the global network.
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Summary
The 25 CTA member companies provide voice, video and data services to
approximately 30,000 Colorado customers that are located in 25,000 square miles
of very diverse geographical territory (1.2 customers per square mile). Our
members supported EagleNet because they believed it would benefit rural
communities by building facilities where truly needed and/or lease existing
facilities from companies where possible. It appears to CTA members that this
project was never intended just for unserved or underserved areas but rather to
build a government owned and operated duplicate network to serve as many
government entities as possible. EagleNet is primarily overbuilding networks on
the Eastern Plains, South Central Colorado and in the Denver Metro Area while
largely ignoring Western Slope Communities. Since most of the RUS funding to
our members is through loans not grants, overbuilding presents a serious risk to the
financial stability of our members operations and ultimately to RUS if their ability
to re-pay the loans is compromised. CTA members still support the original
mission to provide service to unserved and underserved areas. We respectfully ask
committee members to strongly encourage EagleNet to negotiate in good faith with
local providers to use existing local facilities and to avoid duplication of existing
infrastructure. EagleNet should redeploy remaining funds to areas of the state

(Western Slope) where it is badly needed.
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Chairman Walden, Ranking Member Eshoo and subcommittee members
My name is Pete Kirchhof Executive Vice President of the Colorado
Telecommunications Association (CTA).
Background on CTA
The association was founded in 1963 to support companies providing
communications facilities in rural Colorado. The association now has 25 small
rural communications companies. Our member companies were formed decades
ago out of necessity because the former bell operating company Mountain Bell
refused to serve customers in sparse rural areas of Colorado. These companies
evolved in to several different operating structures: family owned, cooperatives
(owned by their members) and publicly or privately held entities. They provide
voice, video and data services to approximately 30,000 customers that are located
in 25,000 square miles of very diverse geographical territory. That equates to 1.2
customers per square mile which presents huge challenges (high cost, low revenue)
in providing service to these customers. The attached service area maps show the

large geographic area served by our members.
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CTA Members Support Local Communities
Our members are also very connected (pun intended) in their communities. They
live, work and raise families side-by-side with their customers.
In 2010, an economist with Colorado State University issued a study on the
economic impacts of member companies in their communities. They provide:

o 165 direct jobs (428 total)

o Average salary $61,300 (35 percent higher than the average rural job)

e $21 million in annual payroll
CTA Members Receive Federal Funds
CTA members receive support from two federal programs: Universal Service Fund
(USF) and Rural Utilities Service (RUS). Both of these programs were and are
instrumental in helping our members grow their companies, upgrade their networks
and provide high quality affordable communications service. In Colorado,
members receive approximately $23 million dollars annually from the USF and
with the changes in the USF program are focusing those dollars on providing
broadband service. RUS has long been a partner of the rural companies providing
primarily loans and some grants to build their networks. There is approximately
$114 million dollars in outstanding CTA member loans for communications

infrastructure and broadband deployment.
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NTIA Awards EagleNet $100.6 Million for Broadband Deployment
In 2010, the National Telecommunications and Information Administration
(NTIA) awarded a grant to an entity in Colorado now known as EagleNet. The
purpose of the grant is to provide broadband service to unserved/underserved
schools, libraries and community anchor institutions through construction of
middle mile infrastructure and in collaboration with local communications
companies like CTA members. Several CTA members sent letters of support to
NTIA and were referenced as potential partners by EagleNet in its original
application. Our members truly believed that this project would be a tremendous
benefit to rural communities. EagleNet would build facilities where needed (fill in
the gaps or reinforce existing facilities) or lease existing facilities from companies
where possible to provide broadband service to the targeted institutions. However,
EagleNet’s implementation did not match its initial promise. Discussions both
formal (responses to RFP and RF1) and informal (including network information)
took place with individual CTA companies for several years but with little success.
The original CEO of EagleNet was invited to speak at one of our membership
meetings to help the members understand their mission and to develop
relationships. Iam personally aware of only two companies that signed an
agreement but even then - one was not spared from being overbuilt by EagleNet

(even after the manager attended a press conference in support of the project).
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A sobering reality when that company discovered in the summer of 2012 plows
were burying fiber optic lines right next to existing company lines.
EagleNet builds Duplicate Network (see attached maps)
It appears to CTA members that this project was never intended just for unserved
or underserved areas, building middle mile infrastructure or collaboration with
local providers but rather to build a government owned and operated duplicate
network (overbuilding hundreds of miles of existing infrastructure from our
members and other providers) to serve as many government entities as possible
including many in urban, highly competitive and densely populated areas. There
are two very clear examples where duplicative facilities were built and, even more
troubling, were funded by three different federal programs. Agate, Colorado is
located 71 miles east of Denver. CTA member, Agate Mutual Telephone
Cooperative Association, has facilities in place to serve the local K-5 school with
11 students. Another provider using federal E-rate dollars from the USF has a
facility at the school and now EagleNet has recently supplied a third facility to the
school. All three facilities were built using federal money (USF, RUS, NTIA) for
a school so small that several strands of fiber would likely provide all the
bandwidth they could ever use. A similar situation exists in the town of Flagler
population 561. This eastern plains K-12 school has 140 students and will have

three fiber connections to the school funded by RUS, NTIA and USF.
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Other examples of overbuilt facilities exist or are planned in other areas of the state
including CTA members PC Telcom, Blanca Telephone and SECOM. In Denver,
they have connected several schools, cities and even a museum. One example is
the Cherry Creek School District which is the 4th largest in the state; serves a very
highly populated and middle/upper income community and has many, many
choices of providers for broadband service and the necessary bandwidth to support
their needs. Hardly unserved and/or underserved by anyone’s definition. The
Colorado General Assembly wanted to avoid this very situation when they
approved a resolution (HJR 10-1026) in support of the grant. In part, it stated:

“WHEREAS, Every effort should be made to prioritize the provision

of broadband service to unserved customers through the efficient
distribution of resources to avoid over-building of existing facilities and
to strongly encourage the use of private sector local telecommunications
providers; now, therefore,” (emphasis added)

Interestingly, EagleNet has done just the opposite of what the legislature intended
by primarily overbuilding (and not collaborating with local providers) networks on
the Eastern Plains, South Central Colorado, in the Denver Metro Area as well as to
Laramie, Wyoming while largely ignoring Western Slope Communities

(i.e., Silverton and Routt County) where broadband facilities are desperately

needed and would be welcomed by those communities.
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EagleNet Undermines RUS Loans in Colorado
CTA member service areas have small populations, are costly to serve and
generate limited revenues. Supporting even one network under these
circumstances is a challenge even with subsidies. Maintaining two competing
government funded networks is highly unlikely. Since most of the CTA members’
RUS funding is through loans not grants, overbuilding presents a serious risk to the
financial stability of our members operations and ultimately to RUS if their ability
to re-pay the loans is compromised. In addition, EagleNet’s open network and
excess capacity availability for resale will likely have the effect of funding new
commercial carriers to enter the market to compete with the local provider
(including our members) for non-governmental (residence and business)
customers. Many of our members already face varying degrees (access and
reliability may be limited) of competition from the private sector: wireless
providers (including one provider that also receives federal USF dollars and
recently won a Connect America Fund grant), and cable and satellite providers.
CTA members cannot “compete” with EagleNet or its network because it is not
regulated, does not pay taxes, has no debt (their money was a grant not a loan) and

has no state oversight.
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Conflicting Agency Policies, Practices and Grant Conditions
Conflicting federal agency policies and strict grant conditions limit CTA member’s
ability to secure agreements with EagleNet. First and foremost, federal agencies
should insure that taxpayer dollars are not used to duplicate infrastructure
development in rural communities. In addition, NTIA should reconsider its’ policy
of primarily leasing Dark Fiber Facilities because of an internal accounting
requirement that leases can only be categorized as a capital expenditure. Some lit
fiber solutions may provide better service at a more reasonable price with greater
reliability. Also, both RUS and NTIA require that they be in the first lien position
on owned or leased fiber facilities. This is counterproductive and leaves CTA
members stuck in the middle. The federal government is the federal government —
this should be resolved through internal accounting or inter-agency agreement not
by penalizing local providers.
Assistant Secretary Strickling Meets with CTA in Colorado
CTA was able to meet with Mr. Strickling earlier this month while he was in
Colorado to speak at a conference. In addition, the meeting included Mr. Gardner
and his staff, myself and CTA Board President Kevin Felty as well as other NTIA
staff and Congressional staff. Newly appointed EagleNet CEO Mike Ryan also

attended the meeting.
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While no agreements or commitments were made by either party Mr. Ryan agreed
to make every effort to work with our members where feasible.
Conclusion
e CTA members still support EagleNet’s original mission to provide service
where there is a demonstrated need that is not being met by another provider
o We respectfully ask committee members to strongly encourage EagleNet to
negotiate in good faith with local providers to use existing local facilities
and to avoid duplication of existing infrastructure
e Eliminate conflicts within federal agencies to allow for collaboration
s EagleNet should redeploy remaining funds to areas of the state (Western

Slope) where it is badly needed

Mr. Chairman, Ranking Committee Member Eshoo thank you for your time and
attention to this very important issue affecting our members. I would be happy to

answer questions.
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Mr. WALDEN. Mr. Kirchhof, thank you for your testimony. We ap-
preciate your participation in our hearing.

We will turn now to Ann Eilers, the Principal Assistant Inspector
General for Audit and Evaluation, Office of the Inspector General,
U.S. Department of Commerce.

Ms. Eilers, thank you for being here this afternoon. We look for-
ward to your testimony.

STATEMENT OF ANN EILERS

Ms. EILERS. Great. Thank you, Chairman Walden, Ranking
Member DeGette, and members of the subcommittee. I appreciate
the opportunity to appear before you today to discuss our continued
oveé")sight of the Broadband Technology Opportunities Program, or
BTOP.

The American Recovery and Reinvestment Act of 2009 was
signed into law 4 years ago. The Act provided the National Tele-
communications and Information Administration, or NTIA, ap-
proximately 4.7 billion to establish BTOP. Since then, BTOP has
developed into a program of approximately 225 projects that are
providing broadband services. NTIA issued grants in three major
areas: comprehensive community infrastructure, public computing
centers, and sustainable broadband adoption. Many of the projects
are nearing completion, with the last projects scheduled for Sep-
tember of this year. Extensions have been granted to a number of
grantees, some through September 2013. Additionally, we under-
stand NTIA has requested a waiver from OMB for grant funds to
be spent after September 2013.

The Recovery Act also established a central role for the Offices
of the Inspector General to monitor their agencies use of funds to
prevent fraud, waste, and abuse. Our oversight began immediately
after the passage of the Act. We have provided over 50 sessions of
compliance and controls training to program staff and grant recipi-
ents. We also assisted with the development of the program-specific
Audit Guide for for-profit BTOP award recipients.

Our oversight efforts have continued, and to date, we have both
assessed the program operations of BTOP and reviewed specific
issues with some individual awards. Our work includes 10 pub-
lished products containing over 40 recommendations developed to
improve BTOP administration and monitoring of the grant awards.
Additionally, our review of single- and program-audit reports has
identified findings and questioned costs within the grant oper-
ations.

Finally, we have established procedures to closely monitor, follow
up on, and analyze complaints made to our hotline. The hotline is
available online by telephone. It provides stakeholders a fast, anon-
ymous, or confidential means to report fraud, waste, and abuse.

Since appearing before the Subcommittee last May, we have re-
ported that BTOP continues to face challenges with issues in grant
match, acquisition and implementation of equipment, and sub-re-
cipient monitoring. Most recently, we issued reports on the need for
sub-recipient monitoring to be strengthened and problems associ-
ated with an infrastructure award to West Virginia.

We reviewed the West Virginia award at the request of this com-
mittee. We found that the grantee had not demonstrated it had
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used award funds cost-effectively to purchase routers. We also
identified problems with the grantee’s inventory management.

We currently have two BTOP reviews in progress. One is on as-
sessing the internal controls NTIA has in place to monitor grantee
equipment procurement and deployments. The other is to review
NTIA’s closeout operations as they assess that all laws, regula-
tions, and grant terms are met by these projects.

Finally, we will continue to work on BTOP hotline complaints
and tracking audit issues identified in audits performed by inde-
pendent accounting firms.

Again, we appreciate the opportunity to appear before the Sub-
committee. I am pleased to respond to any questions that you may
have.

[The prepared statement of Ms. Eilers follows:]
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Chairman Walden, Ranking Member Eshoo, and Members of the Subcommittee:

| appreciate the opportunity to testify today about our continued oversight of the Broadband
Technology Opportunities Program (BTOP), as well as the challenges the National
Telecommunications and Information Administration (NTIA) faces in its oversight of BTOP

projects as they are completed and the grant awards closed out.

The American Recovery and Reinvestment Act of 2009 (Recovery Act), passed four years ago
this month, provided NTIA approximately $4.7 billion to establish BTOP. This competitive grant
program was established to provide funds for deploying broadband infrastructure in unserved and
underserved areas of the United States, enhance broadband capacity at public computing
centers, improve access to broadband services for public safety agencies, and promote

sustainable broadband adoption. BTOP awards were made in three major areas:

*  program infrastructure (comprehensive community infrastructure, or CCl), to provide
institutions such as schools, libraries, and medical facilities with internet connectivity,
including seven grant awards, totaling approximately $382 million, targeting 700

megahertz (MHz) interoperable public safety wireless networks;

e  public computing centers (PCCs}, to 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; and
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» sustainable broadband adoption (SBA), to promote broadband Internet usage and adoption,

including among specific populations traditionally underserved by this technology.

NTIA also administers the State Broadband Initiative Program that supports the twice yearly
update of the National Broadband Map, a searchable map of broadband availability.

Table | provides a summary of BTOP funding with these and other categories:

Table I. BTOP Funding

Catosory No. _Of A'c?uai
Awards f (millions)
State Broadband Initiative Program Tse T 78
BA ! 250
pcc o 6 199
2 Rescission 302
Others 47
Ca‘nce!!ed, mod’igf‘ied, or %;erminated awards 1 171
$4,695

Source: OIG, based on NTIA data
" Includes transfer to OIG, transfer to Federal Communications Commission, and NTIA

administrative expenses (figures have been rounded).

At the conclusion of the BTOP award process on September 30, 2010, NTIA had awarded 233
grants. As of December 31, 2012, the total number of BTOP grants decreased from 233 to 225
due to grant cancellations, modifications, and terminations, which resulted in approximately

$171 million returned to the U.S. Department of the Treasury. Most of the awards are in CCl
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projects (see table 1).

The Recovery Act also established a central role for Offices of Inspector General in monitoring
their agencies’ use of funds to prevent fraud, waste, and abuse. To date, our oversight efforts
have (1) assessed the establishment, implementation, and program operations of BTOP and (2)
reviewed specific issues with some individual awards. This includes 10 published products and
44 recommendations developed to improve the administration of BTOP and monitoring of
approximately $4 billion in grant awards. We have also provided training to NTIA and grant
recipients on the need for compliance with terms of the award. Our nonfederal audit review of
single and program-specific audit reports has identified audit findings and questioned costs with
BTOP awards. Since our testimony on May 16, 2012, to this subcommittee, we have reported on
BTOP grantees’ matching share, NTIA’s management and oversight of its contract for BTOP

administration, subrecipient monitoring, and the review of a CCl award to West Virginia.

We currently have two BTOP review engagements in process, including a review of BTOP
equipment and an audit of NTIA’s closeout of its awards. (Please see appendix for further
details.) Further, we have established procedures to closely monitor, follow up on, and analyze
trends for Hotline complaints. The Hotline, available online or by telephone, provides
stakeholders with a fast and—should they wish—anonymous or confidential means to report
waste, fraud, and abuse and to hold BTOP awardees and NTIA accountable for federal dollars.
These represent our most immediate efforts to anticipate and address NTIA’s ongoing

challenges in administering the program.

My testimony will address the following challenges that we believe NTIA faces:
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1. Some BTOP projects are at risk of not being completed by September 30, 2013;

2. Additional monitoring of equipment may be needed;

3. Findings from OIG and nonfederal audits require close attention;

4. NTIA needs to address challenges associated with the First Responder Network
Authority (FirstNet) program and BTOP public safety projects that were affected by its

establishment; and

5. Effective oversight remains essential as awards are closed out.

I. Some BTOP Projects Are at Risk of Not Being Completed by September 30,

2013

In our May 2012 testimony, we reported that slow Recovery Act spending represented a
challenge. Although overall BTOP disbursement increased from 42 percent as of April 30, 2012,
to 67 percent as of December 31, 2012, 27 grants continue to lag, with reported spending at
less than 50 percent of their available grant funds (see table 3 below). For all awards, more than
$1.0 billion had not been disbursed at the close of calendar year 2012. Figure | below provides 2

summary of BTOP disbursements through December 31, 2012.
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Figure |. BTOP Disbursements by Project Type (as of December 31, 2012)

Srant Amount

Dishursemants

s Percent Dishursad

Dollars (in millions}

e BLL 384

Source: US. Department of the Treasury, Automated Standard Application for Payment

The July 2009 and January 2010 notice of funds availability (NOFA) required that all BTOP
BTOP grants be awarded by September 30, 2010 and projects be fully completed within 3 years
of the grant issuance. Since the first BTOP grants were awarded in December 2009, the
forecasted completion dates ranged from November 2012 to September 2013. However, as of
February 1, 2013, extensions to complete projects had been requested for more than 35

awards—many until September 30, 2013.

Further, on September 15, 2011, the Office of Management and Budget (OMB) issued
memorandum M-11-34, stating that federal agencies “should work collaboratively and
transparently with recipients of discretionary Recovery Act grants to accelerate the spending
rate for all awarded funds while still achieving core programmatic objectives.” M-11-34 also

directs federal agencies to “establish aggressive targets, consistent with programmatic objectives,



90

for outlaying remaining funds [and] take steps to complete Recovery Act projects by September
30, 2013.” While federal agencies were directed to “accelerate the spending rate for all
awarded funds while still achieving core programmatic objectives,” M- {-34 does allow for
deadline extension waivers where a project must undergo complex environmental review, the
long-term n-ature of programs prevent acceleration, contractual commitments prevent adjusting
the timeline for spending or other special circumstances exist. NTIA has informed us that it has

requested such a waiver for BTOP projects.

Table 2 provides additional details on the 27 projects with spending levels at 50 percent or less
as of December 31, 2012. With approximately 7 months of the 3-year grant life remaining,
those projects that have spent 50 percent or less of their grants present a higher risk of not

meeting their spending deadlines.

Table 2. BTOP Grants with Spending Less Than

or Equal to 50 Percent (as of December 31, 2012)
| . Federal | Portionof
| Funds: 1 Type's

{millions) | Total Grants |

Number of |

Pro
roject Type Grants

4 k $154

SBA
pce 3 564
Total T 2 Ts1440

Source: U.S. Department of the Treasury, Automated Standard Application
for Payment

Spending delays result from multiple causes. For example, special award conditions included in

CCl awards require that an environmental assessment (EA) conclude prior to the start of
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construction. Additionally, in its September 2012 Quarterly Program Status Report,' BTOP
reported to Congress that local permitting and agreements for rights-of-way and other land
easements, utility pole agreements and make-ready work, and other predeployment activities
have caused implementation schedule delays for some grant awards. Also, passage of legislation
that established an interoperable nationwide public safety network (discussed later) delayed
seven public safety projects because assessments of the legislation’s effect on their

implementation became necessary.

2. Additional Monitoring of Equipment Procurement May Be Needed

With a complex grant portfolio and recipient profile, NTIA’s continual monitoring of the
program and technological challenges is essential to ensuring that approximately $4 billion in
federal funds are safeguarded. It is important to verify that the equipment procured under
BTOP is appropriate for its intended use; complies with market standards; and has been tested
for functionality and properly implemented and inventoried. In December 2012, OIG initiated
an equipment review of a sample of BTOP projects. The objectives of this audit include
verifying (1) whether NTIA has adequate internal controls in place to monitor equipment
procurements and federal interest, (2) whether grantees have appropriately acquired, tested,
and implemented the most effective equipment, and (3) whether grantees are on track to
complete the projects on time and achieve program goals. As we discussed in our May 2012
testimony, our November 201 | BTOP award monitoring report provided recommendations to
NTIA for improving internal controls over monitoring activities. NTIA submitted a responsive

action plan to our report and took a number of corrective actions. NTIA committed to

! National Telecommunications and Information Administration, March 2012. Broadband Technology Opportunities
Program (BTOP} Quarterly Program Status Report. Washington, DC: NTIA.
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strengthen its procedures for following up on inconsistent performance reporting, documenting
identified and resolved grant implementation issues; and strengthening site visits by verifying
certain documentation (i.e., grant match). Also, NTIA committed to working closely with

recipients that are at risk of not completing projects on time.

In our January 23, 2013, response to the june 4, 2012, congressional request to review the
BTOP grant awarded to the Executive Office of the State of West Virginia (EOWY), OIG found

several issues associated with the implementation of the award.? We concluded that EOWV:

o had not demonstrated that BTOP funds used to purchase routers were spent cost-

effectively,

» had not effectively managed and tracked router inventory, and

¢ did not administer agreements with community anchor institutions (CAls) for the

receipt of federal property.

Specifically, EOWY did not perform a study to determine the appropriate size router that
would most effectively and efficiently meet the individual CAl needs. As a result, it is uncertain
whether the selected approach was the most cost-effective. Savings could have been achieved if
less expensive routers had been purchased for some locations. The issues we identified with

inventory and agreements for the receipt of federal property reflect concerns over the

% On June 4, 2012, the Chairmen of the Subcommittee on Communications and Technology and Subcommittee
on Environment and the Economy requested the review.
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accountability of purchased assets. The West Virginia legislative auditor also reported that

federal funds had been misspent on oversized routers.

3. Findings from OIG and Nonfederal Audits Require Close Attention

Our audits of cross-cutting issues affecting BTOP awards resulted in the issuance of reports

containing recommendations to strengthen grant match and subrecipient monitoring.

In June of 2012, we issued a report on whether NTIA has processes in place to monitor BTOP
recipient match and verify that match contributions meet federal administrative requirements.
We concluded that: (1) PCC and SBA grantees do not receive the same detailed match review
as CCl projects; (2) grantees permitted a contractor and a subrecipient to access cash
drawdowns through the U.S. Department of the Treasury; (3) grantees did not record the grant
match in the financial records; and (4) some grantees were behind schedule in contributing their
nonfederal match. Steps were needed to ensure that grant match requirements were met and
to guard against the unauthorized use of funds. NTIA submitted a responsive action plan to

address the report’s recommendations.

In January of 2013, we issued a report on the effectiveness of subrecipient monitoring for
BTOP.? We concluded that: (1) awards that had a vendor might not be properly classified, (2)
subrecipient monitoring plans were not in place or were inadequate, (3) subrecipient

agreements did not contain all required provisions, and {4) recipients were not reporting all

FUs. Department of Commerce, Office of inspector General, January 2013. Proper Classification and Strengthened
Monitering of Subrecipients Are Needed for the Broadband Technology Opportunities Program (O1G-13-013-A).
Washington, D.C.: Department of Commerce OIG.
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required information into FederalReporting.gov. Effective monitoring of subrecipients is
necessary to ensure that project costs are allowable, allocable, and reasonable: program goals

are achieved; and that Recovery Act transparency reporting requirements are met.

We also noted other matters not directly related to subrecipient monitoring that warrant
attention, including: (1) recipients might not complete projects on time, (2) recipients’ financial
information was not reconciled to the Recovery Act website, (3) vendors were not reviewed
for suspension and debarment, (4) not all vendor contracts were competed for BTOP grants,
and (5) recipients did not maintain vendor contracts.

Finally, our nonfederal audit review of single and program-specific audit reports identified
questioned costs and noncompliance concerning BTOP awards.* OIG also worked with NTIA to
develop a program-specific audit guide for BTOP award recipients that are for-profit entities.
The most common findings included noncompliance with (1) applicable policies or procedures
(either not having them or not following them), (2) cost principles for allowable costs, and (3)
reporting requirements (either deficient or late reports). Please see appendix for further

details.

* Nonfederal entities (i.e., states, local governments, tribes, colleges and universities, and nonprofit organizations)
that expend $500,000 or more in federal awards in a year are required to have these awards audited annually in
accordance with OMB Circular A-133, Commercial organizations that receive federal funds from the Department
are subject to award requirements as stipulated in the award document.
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4. NTIA Needs to Address Challenges Associated with the First Responder
Network Authority (FirstNet) Program and Existing BTOP Public Safety

Projects That Were Affected by Its Establishment

The passage of new legislation requiring NTIA to establish an interoperable nationwide public
safety broadband network (PSBN) while continuing to oversee BTOP places additional
requirements on NTIA, increasing program risk. As we continue to track the establishment of

FirstNet, its impact on key BTOP public safety projects should be closely monitored.

On February 22, 2012, Congress enacted the Middle Class Tax Relief and Job Creation Act of
2012 (P.L. 112-96), reallocating the D-block spectrum and $7 billion in funding to NTIA for the
establishment of PSBN. Specifically, the faw requires the establishment of an independent
authority within NTIA called the First Responder Network Authority (FirstNet) to (1)
administer the D-block and existing public safety spectrum and (2) oversee the establishment

and deployment of the PSBN.

Several BTOP projects involve networks similar to FirstNet's PSBN. As a result, our BTOP
oversight helps us anticipate issues and concerns that could potentially arise with FirstNet. We
have been closely following the progress of BTOP’s seven existing public safety grant awards
(totaling $382 million), having already reviewed the BayWEB grant in a report issued May 201 |
and a memorandum issued in January 2012. These seven large, complex infrastructure projects
have faced multiple deployment challenges, resulting in slow awardees spending and a

subsequent halt:
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e Adams County (Colorado) Communications Center, Inc. (ADCOM)

¢ City of Charlotte, North Carolina (CharMeck Connect)

e Executive Office of the State of Mississippi (MESHNet)

e Los Angeles Regional Interoperable Communications System (LA-RICS)

e Motorola, Inc. (in the San Francisco Bay area)

o New Jersey Department of Treasury

¢ New Mexico Department of Information Technology

Causes include delays in EAs, vendor selection, design modifications, establishment of
governance structure, and the partial suspension of these awards on May 11, 2012. Figure 2
depicts the federal fund amounts and the spending rates as of December 31, 2012, for these

projects.
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Figure 2. Disbursement of BTOP Public Safety Grant Funds
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If the suspension from NTIA is lifted, FirstNet will integrate the progress achieved by the seven

public safety grantees into the PSBN.

Given the complexity and time requirements of PSBN, it has taken FirstNet several months to
fully establish itself and its rules and regulations. While FirstNet hires staff to handle its day-to-
day operations, it receives support from NTIA for establishment of its program guidelines. This

has put additional requirements on NTIA staff, which could negatively affect oversight of BTOP.

Since its establishment, the FirstNet board has held three meetings. Per the February 12, 2013,

meeting, the FirstNet board has informed the public that they have made site visits to each of
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the seven BTOP public safety awards and are moving forward with issuing new spectrum leases

with each. Also, the board has made its recommendations to NTIA to lift its partial suspension,

so that the recipients can continue their long-term evolution (LTE) network build-out.

Several challenges remain for FirstNet in the establishment of PSBN, including:

Integration of the seven BTOP grants into the PSBN. Despite the FirstNet board’s
recommendations, NTIA has to be willing to lift the partial suspension and allow the

projects to integrate into FirstNet/PSBN.

Construction of a nationwide LTE network. Due to the size of this network, vendor

participation, equipment readiness, and build-out will represent significant challenges.

Ensure sufficient funding for build-out and sustenance of a truly nationwide network. The
public safety customer base is a fraction of the commercial network customer base.
Therefore, it will be challenging for FirstNet to ensure funding for its network without

future congressional funding.

Regional and statewide cooperation. Getting various state and local public safety agencies
to cooperate with each other and truly realize the benefits of such a network could

pose challenges, as was stated in our May 6, 201 1.

With so much significant spending on public safety equipment procurement and deployment, it

is imperative to ensure that the equipment works and meets the intended BTOP objectives.

15
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OIG continues to oversee NTIA efforts to ensure it can monitor grantees’ equipment

procurements.

5. Effective Oversight Remains Essential as BTOP Awards Are Closed Out

Finally, Mr. Chairman, we would like to update the Subcommittee on concerns we expressed at
our May 2012 testimony relating to funding of oversight. Section 1306 of the Dodd~Frank Wall
Street Reform and Consumer Protection Act requires that unobligated Recovery Act funds be
returned to the U.S. Department of the Treasury on December 31, 2012. On that date, OIG
had $4.8 million in unobligated oversight funds that OIG needed for continued oversight of
BTOP, in addition to approximately $600,000 for other ARRA oversight activities. OIG
requested and received a waiver from this provision for $4 million, to be divided between

BTOP and other ARRA oversight.

Our future BTOP oversight plan includes a combination of program audits and targeted reviews
of risky grants. In addition, we will continue investigating and resolving complaints of
wrongdoing made against BTOP award recipients, for which we have established a formal
complaint monitoring process. The number of complaints has increased over time, and it is

reasonable to expect that number to continue to go up as the program matures.

As of january 14, 2013, NTIA identified |5 awards as being currently in the closeout phase, with
an additional 55 scheduled to end within 90 days. Closeout procedures are actions performed
at the expiration of an award to ensure that all activities are complete and ensure that the

recipient has complied with applicable laws, regulations, OMB circulars, and grant terms and

16
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conditions. Of those 55 grants, 26 have submitted a request to extend their performance
period to September 30, 2013. The risks associated with inadequate closeout processes include
the possibility that assets purchased with federal funds are not properly secured and that
unused funds are not promptly returned to the Treasury. Grant closeout procedures also

represent one of the final opportunities to detect unallowable uses of funds.

We have initiated an audit of grant closeout procedures to ensure adequate operations are in
place to effectively close out the BTOP grants as their period of performance comes to an
end. The audit objectives are to evaluate whether grant project closeout policies and
procedures established for BTOP are adequate to effectively administer closeout activities and

to assess whether closeout procedures are being followed as BTOP grants are closed.

Additionally, while OIG is not in a position to speak to the Administration’s budget request for
NTIA oversight, it is essential that NTIA receive sufficient funding for the oversight of BTOP. As
BTOP projects progress toward completion dates, NTIA must continue to monitor the awards.
Oversight will need to continue beyond September 30, 2013 (the target end date for the last of
the BTOP awards) to monitor (1) projects receiving extensions and (2) projects that have been

completed for which closeout procedures are being performed.

In conclusion, Mr. Chairman, for FY 2013 and beyond, BTOP continues to face challenges, in
the oversight of projects as they are being completed and grant awards are closed out. The
Subcommittee’s continued attention and oversight are important. For the Department to

ensure effective implementation of BTOP, especially in light of fulfilling OMB and legislative

17
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requirements, OIG and NTIA will need Congress to continue your oversight efforts. This
concludes my prepared statement, and | will be pleased to respond to any questions you or

other Subcommittee members may have.
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Appendix

OIG BTOP-Related Testimony, Reports and Memorandums, Works in Progress,

and Training

OIG's BTOP oversight efforts began immediately after passage of the Recovery Act. Our
ongoing monitoring activities include: tracking grant recipient spending, reviewing quarterly
progress reports submitted by recipients, attending BTOP biweekly meetings to learn updates
on program status, attending quarterly meetings with contractors providing program services,
reviewing single audit and program-specific audit reports (as well as complaints), and responding
to BTOP program office questions. Further, our outreach efforts have resulted in 53 total
training sessions, reaching more than 3,250 program staff and grant recipients with more than

3,500 total training hours. For further detail, see table below.

Table A. OIG Oversight of BTOP (2009-Current)

Related Testimony :

 Title (Number,

) Committee on Energy and Commerce
Broadband Loans and Grants May 16,2012 - Subcommittee on Communications and Technology
(OIG-12-026-T) : .
. (US. House of Representatives)

Stimulus Oversight: An Update on
Accountability, Transparency, and

Committee on Science, Space, and Technology

Performance November 30, 2011 | Subcommittee on Investigations and Oversight
: (U.S. House of Representatives)
(OIG-12-012-T)
) Committee on Energy and Commerce :
?&?ﬁﬁg?;d Spending  February 10, 2011 Subcommittee on Communications and Technology -

{U.S. House of Representatives)
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Title (Number) _ ReleaseDate . Syni Recommendations
NTIA shouid:
» Review grants to ensure subrecipients are
properly classified and funds are appropriately
accounted for
e Work with recipients to ensure effective
monitoring mechanisms are in place and
reemphasize the importance of including BTOP
provisions in subsequent agreements
*  Notify recipients of the OMB M-0921
January 31, 2013 vendor/subrecipient reporting requirements and
: ensure recipients understand what should be
reported as federal expenditures
e Encourage recipients to review vendors and
principals for suspension and debarment
throughout the life of the grant and promote
appropriate competition
+  Communicate to recipients the importance of
maintaining vendor contracts

- Proper Classification and

| Strengthened Monitoring

| of Subrecipients Are
Needed for the
Broadband Technology
Program (OIG-13-013-A)

 Letter to Representatives Results of our work:

| Walden and Shimkus re: ¢ EOWV should have had an adequate inventory
Review of NTIA's BTOP systems and agreements with CAls for the router
Grant Award to the January 23, 2013 equipment
Executive Office of the e EOWYV should have done a detailed data rate

. State of West Virginia : capacity study of each CAl, before signing up for a
(OIG-13-012-1) one-size-fits-all router approach
Review of NTIAs NTIA should:
Oversight of the Booz ¢ Consider improving contract aversight controls :
Allen Hamilton Contract o invoice and payroll reconciliation
Supporting the Broadband August 9, 2012 o closeout audit by the Defense Contract Audit
Technology Opportunities Agency

. Program :

(OIG12:031:M)

20



NTIA Needs Stronger
Monitoring of BTOP
Grant Recipients” Match
(OIG-12-029-A)

Misrepresentationé
Regarding Project
Readiness, Governance
Structure Put at Risk the
Success of the San
Francisco Bay Area
Wireless Enhanced
Broadband

(BayWEB) Project
{OIG-12-016-M)

June 18,2012

January 10, 2012

NTIA Has an
Established Foundation
to Oversee BTOP
Awards, But Better
Execution of
Monitoring Is Needed
(OIG-12-013-A)

November 17, 2011
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" NTIA should:

Develop and implement improved processes for
reviewing PCC and SBA grant match amounts
Formally communicate the risk associated with
third-party cash drawdowns to all grant
recipients and stress the importance of increased
monitoring on their behalf when allowing third
parties to draw down grant funds from the
Treasury ASAP system

Implement program office controls to closely
monitor ASAP drawdowns on a timely basis,
especially those grant recipients that have
delegated ASAP system access to third parties
Communicate to recipients that match
expenditures must be supported and correctly
reflected in their financial records

Work with NIST and NOAA grants officers to
provide NTIA with the BTOP grantees’ quarterly
financial status reports and monitor the
contribution trends and proportionality waiver
activity to ensure grantees are providing their
required match

NTIA should:

'NTIA should:

21

“[M]ake a determination whether the
corrective actions underway by the grantee and
political jurisdictions are sufficient to overcome
the defects in the initial application”

“[With the Department,} gather lessons
learned from this award to employ on other
BTOP and future grant programs”

Take prompt steps to strengthen

federal program officers’ monitoring

efforts

Verify source documentation as part of

its monitoring efforts

Strengthen its monitoring tools’ internal
control capabilities

Improve guidance for recipient

match documentation during site

visits

Help recipients at risk of noncompliance with
award progress and completion requirements
to revise completion dates, request project
extensions, or rescope projects

Incorporate continuous trend analysis into

its award monitoring process
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NTIA shouid:

s Ensure independent review of complaints
and document responses and results

e Develop policies and procedures for
timely response to complaints, including
the communication of issues with OIG

*  Emphasize for BTOP staff the importance

Review of BTOP
Award for the San
Francisco Bay Area

Wireless Enhanced May 6, 2041 of communication with the grants office
Broadband (BayWEB) when responding to complaints
- Project (OIG-11-024-1) »  Ensure, when monitoring awards, that

equipment is valued at cost {consistent with
cost principles)

e Direct BTOP to promptly communicate
potential problems or deviations to the grants
officer

NTIA should:

»  Manage the future lack of funding for BTOP by
developing alternative approaches to

| Broadband Program Faces

Uncertain Funding, and monitoring and oversight
NTIA Needs to Strengthen November 4, 2010 e Ensure that agreements with other agencies,
_ Its Post-Award Operations manuals and guidance, training and
- (OIG-11-005-A) development, and maonitoring procedures are
clearly documented and fully adhered to
NTIA should: '

e Create a staffing plan that outlines the
necessary management resources and adjusts
to key positions lost

| *  Develop and implement documentation
| NTIA Must Continue to Yo op ane e

policies and procedures

e Have in-house counsel document arising

April 8, 2010 program issues and opinions from the

Department’s

*  Office of General Counsel

*  Supplement reviewing staff to
address unforeseen delays

»  Develop procedures for monitoring recipients
at risk of experiencing delays in completing
post- award NEPA requirements

Improve its Program
Management and Pre-
Award Process for its
Broadband Grants

- Program (ARR-19842-1)

* NTIA Should Apply NTIA should:
. Lessons Learned from *  Seek to extend program office funding to ensure
¢ Public Safety Interoperable proper oversight
. Communications Program e Use joint peer reviews before making grant
. to Ensure Sound ] March 31, 2009 awards
Management and Timely e Complete a prompt environmental assessment of
| Execution of $4.7 Billion BTOP
Broadband Technology
. Opportunities Program
. (ARR-19583)

22



106

] Nonfedera! Aud;t Review ( 2/1 712009—212012033)

Reports . roal Number of Fin mgs
. j Revuewed
'Sing!e Audits ; ‘ 59‘ 63 $2,220, OOO
Program- Specxﬂc Audits = 65 91 ~ $ 73, 000
Costs related to audits completed by mdependent pubhc accountants. We work with NTIA grants officers to resolve these
issues, which can result in repayment.

Total Questioned Costs®

Related Works in Progress

Subject . MR L " Summary of Objectives

. Determine (!) whether NTIA has the personnel and processes in place

* to effectively monitor grantees’ equipment acquisitions, including

© security, inventory control, and report submittals; (2) assess whether

| grantees have appropriately acquired, tested, and implemented the most
effective equipment; and (3) evaluate whether grantees are on track to
complete the BTOP projects on schedule and achieve project goals.

Acquisition of Eqmpment for BTOP
- Infrastructure Projects

- Determine whether adequate closeout policies and operations have been

. established to effectively close out the approximately 230 BTOP awards

- and assess if closeout procedures are being followed as BTOP projects
are completed and closed.

. BTOP Grant Closeout Procedures

Selected Trainings

Subject L Date o " Audience
oig oversight and reemphasis on the May 24, 2012 BTOP grantees
. importance of effective subrecipient
monitoring
Project management, grant match, and  October 6, 201 | ¢ Grant recipients (mixed local, state,
nonfederal audits e nonprofit)
State Broadband Initiative on common  April 28, 2011 | NTIA staff; awardees

| audit findings and the need for strong
recipient internal controls ]

~ Webinar on importance of February 3, 201 | - NTIA staff; awardees
subrecipient monitoring and common :
. issues with subrecipients

" Fraud prevention (identifying red flags . Various . NTIA staff; awardees
and providing tips to prevent fraud)

23
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Mr. WALDEN. Ms. Eilers, thank you very much for the work you
and your team do. We appreciate it. It is very valuable in the
course of our activities.

We will turn out to Mr. Michael K. Smith, State President-
Vermont, FairPoint Communications.

Mr. Smith, thank you for being here today. We look forward to
your testimony.

STATEMENT OF MICHAEL K. SMITH

Mr. SMITH. Well, thank you very much. I want to thank the Sub-
committee Chairman Walden and Ranking Member DeGette for al-
lowing me here to testify. I also wanted to thank Hon. Peter Welch
of my home State of Vermont for his continuing dedication and at-
tention to the needs of Vermonters who are unserved and waiting
for reliable high-speed broadband connections. He has been a great
partner with us, especially in our efforts to thwart scammers who
prey on our elderly.

My name is Michael Smith and I am the Vermont State Presi-
dent for FairPoint Communications. I have more than 30 years of
experience in executive leadership positions in both the public and
private sector, most recently as secretary of administration under
Governor Jim Douglas, and now with FairPoint Communications.

My testimony will concentrate on providing some specific exam-
ples of how well intentioned public policies can go off track when
put into implementation opening the possibility of wasting millions
of dollars of taxpayers’ money and potentially leaving people with-
out the promise of reliable broadband access.

As a State President in Vermont, I have been very vocal that
public money used to overbuild existing networks is duplicative of
private sector efforts, and in many cases, undercuts those efforts.
The key term I would ask you to focus is on overbuild. This prac-
tice is wasteful and does not provide broadband to those who are
now unserved.

Let me give you a specific example. Vermont was awarded the
stimulus award of $33 million that went to the Vermont Tele-
communications Authority on behalf of its private partner
Cybernet. As an aside, I can tell you that when I was secretary of
administration, I helped create the VTA. It was not to create a
publicly financed competitor aimed at putting FairPoint and other
private providers at a competitive disadvantage.

The VTA Cybernet project that is underway is a middle-mile
project. Vermont is a State unlike other States in the country that
has plenty of existing middle-mile networks built and maintained
by FairPoint, as well as other private sector providers. In my opin-
ion, stimulus funding should be directed to the last mile where the
need is greatest.

The Vermont Telecommunications Authority stimulus-funded
project simply overbuilds existing privately funded middle-mile net-
works. It is a waste of taxpayers’ money and duplicates existing
networks and does not bring meaningful last mile broadband to
Vermonters. In fact, it actually undercuts the private investment
that has already been made in Vermont.

There are other examples of stimulus money being used to over-
build existing networks. In New Hampshire, the University of New
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Hampshire received $65.8 million to overbuild the existing private
sector networks. What is worse is the Federal Government per-
mitted UNH to essentially give away most of this network to a pri-
vate for-profit company named Waveguide. When this project is
complete, not a single residential or business customer in New
Hampshire will have the ability to call UNH or Waveguide and re-
quest internet access service.

In Maine there is a similar example of $25 million in stimulus
money being used to overbuild existing private sector-funded net-
works. Between VTA and VTel, the other large recipient of stim-
ulus funds, a large portion of stimulus money is being spent on
overbuilding existing middle-mile networks. With that in mind, I
asked our engineers to do a quick estimate to find out if we had
been awarded all the stimulus grant funds that are being used for
middle-mile overbuilds in Vermont, could we have built broadband
to every last unserved location in the State? The answer is yes.
And in New Hampshire, the benefits to residents and businesses
would be that they could actually call and order services.

So you asked me the question: Is broadband stimulus working?
Succinctly, I don’t believe it is working as efficiently and as effec-
tively as it should be. And the programs I am familiar with actu-
ally undercut the efforts of private broadband infrastructure invest-
ment. In my view, the implementation of the program did result in
ways that unwarranted competitive harm to companies whose net-
works were overbuilt with federal money.

In closing, FairPoint will to continue to work with NTIA, RUS,
FCC, Congress, U.S. Telecom, ITTA, and the BTOP and BIP
awardees to ensure taxpayer dollars are used to better benefit the
shared public policy goal of nearly ubiquitous broadband.

Thank you. And I would be more than happy to answer any
questions.

[The prepared statement of Mr. Smith follows:]
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comemunications

Testimony before the Subcommittee on Communications and Technology Hearing,
“Is Broadband Stimulus Working?”
House Committee on Energy and Commerce
Rayburn House Office Building

Wednesday, February 27, 2013, 10 a.m.

Good morning. | want to thank the subcommittee, Chairman Walden and Rep. Eshoo for the invitation
to testify today. | want to also thank the honorable Representative Peter Welch, of my home state of
Vermont, for his continuing dedication and attention to the needs of Vermonters who are stili unserved
and waiting for reliable, high-speed broadband connections where they live and work. He has also been

a great partner in our efforts to thwart the efforts of scammers who prey on our eiderly.

My name is Michael Smith and | am the Vermont State President for FairPoint Communications. | have
more than 30 years of experience in executive leadership positions in both the public and private sector,
most recently as Secretary of Administration under Governor Jim Douglas and now with FairPoint
Communications. | hold both masters and bachelor degrees from the University of Vermont and served

in the U.S. Navy as a member of SEAL Team Two.

FairPoint is a leading provider of advanced communications services to business, wholesale and
residential customers within its service territories. FairPoint offers its customers a suite of advanced
data services such as Ethernet, high-capacity data transport and other IP-based services over 3

ubiquitous, next-generation fiber network with more than 15,000 route miles.
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FairPoint is the incumbent communications provider in the markets it serves, primarily rural
communities and small urban markets. Many of its local exchange carriers have served their respective
communities for more than 80 years. Our service territory spans 17 states, including Ohio, illinois,
Colorado, Kansas, Missourl and Pennsylvania. With headquarters in Charlotte, North Carolina, FairPoint
serves approximately 1.3 million access line equivalents, inciuding approximately 326 thousand
broadband subscribers. We have more than 3,300 employees. FairPoint recently was ranked as the sixth

largest telecommunications company in the country.

Since April 2008, throughout northern New England we have invested more than $196 million to build a
sophisticated and ubiquitous IP-based fiber network that serves not only our residential customers but
an extensive base of retail customers, such as financial institutions, medical facilities, and governmental

and educational institutions.

My testimony will concentrate on providing some specific examples of how well-intentioned public
policies can go off track when put into implementation, opening the possibility of wasting millions of
dollars of taxpayers’ money and potentially leaving people without the promise of reliable broadband

access.

As the State President in Vermont, I have been very vocal that public money used to overbuild existing

networks is duplicative of private sector efforts, and in many respects, undercuts those efforts.

By way of background, it is very impartant to highlight that FairPoint, through our Washington trade
association, ITTA, filed comments before NTIA, RUS, and Congress in support of the broadband stimulus
efforts. In fact, FairPoint and many other telecommunication providers saw the broadband stimulus

program as an opportunity to bring broadband services to those areas which are rural and
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geographically challenging, where the business mode! makes it difficult to bring broadband to those

consumers.

in 2009, FairPoint applied for stimulus grants in the first round of funding. Although each of our seven
applications in NNE achieved the highest level of endorsement in their respective states, we did not win
any of the funding in the first round. We also applied for funding in Florida and Missouri and were not

awarded funding.

Given the experiences of the first round, we guestioned internally whether to apply again, especially
when Vermont indicated that the state was only endorsing its own application. As the deadline
approach we decided to apply, but were only able to submit an application for Maine. it was turned
down again. Never, did we expect the federal government to fund programs that overbuiit existing
networks. We thought the emphasis would be on providing broadband to those residents and
businesses that have no access to Internet services, those customers we know as “unserved”, In fact,
we appealed BTOP grants in both Vermont and New Hampshire specifically on the overbuild issue.

Nonetheless, NTIA awarded the grants and duplicative networks are being built with taxpayer funds.

The key term that | ask you to focus on is “overbuild.” This practice is wasteful, and does not provide
broadband to those who are now unserved. Let me give you some specific examples: Vermont was
awarded a stimulus award of $33 million that went to the Vermont Telecommunications Authority

{“VTA”} on behalf of its private partner, Sovernet.

As an aside, | can tell you that when | was Secretary of Administration and helped created the VTA, it
was not to create a publicly financed competitor aimed at putting FairPoint and other private providers

at a competitive disadvantage.
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The VTA/Sovernet project that is underway is a middle-mile project. Vermont is a state that has plenty
of existing middle-mile networks -- built and maintained by FairPoint as well as other private sector

providers.

in my opinion, stimulus funding should be directed to the last mile where the need is the greatest. The
Vermont Telecommunications Authority stimulus-funded project simply overbuilds existing privately
funded, middie-mile networks. it is a waste of taxpayers’ money and duplicates existing networks and
does not bring meaningful last-mile broadband to Vermonters. In fact, it actually undercuts the private

investment that has already been made in Vermont.

There are other examples of stimulus money being used to overbuild existing networks. In New
Hampshire, the University of New Hampshire received $65.8 million to overbuild the existing private
sector-funded networks. What is worse, the federal government permitted UNH to essentially give
away most of this network to a private, for-profit company named Waveguide. When this network is
complete, not a single residential or business customer in New Hampshire will have the ability to call

UNH or Waveguide and request Internet access service.

In Maine there is a similar example of where $25 million in stimulus money was used to overbuild

existing private-sector funded networks.

In Vermont, the other major recipient of federal stimulus money was VTel, or the Vermont Telephone
Company, which received a total of $129 million, including a BTOP grant of $12 million to build middle-
mile networks and another $117 million in grants and loans that include more than $81 million to build
its wireless network to deliver broadband-like services outside its territory, and build a CATV system and

fiber inside its territory.
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Between the VTA and VTel, a large portion of the stimulus money is being spent on overbuilding existing

middle-mile networks.

Compare all of this to FairPoint, which has invested more than $196 million so far of its own money in
Maine, New Hampshire and Vermont over the past 4 years to expand broadband and continues to

invest.

With that in mind, | asked our engineers to do a very quick estimate to find out if we had been awarded
all of the stimulus grant funds that are being used for middie-mile overbuilds in Vermont, could we have
built broadband to every last unserved location in the state. Their answer, yes! And in the case of New
Hampshire, the benefit to residents and businesses would be that they can actually call and order

service.

You asked me to provide testimony on the question of “is the Broadband Stimulus Working?”

Succinctly the answer is it is not working as effectively and efficiently as it should be and the programs |
am familiar with actually undercut the efforts of private sector broadband infrastructure investment,
Certainly a program from the federal or state government to help providers expand broadband makes
sense, Also, the Universal Service Fund can assist in meeting the challenges of deploying broadband to
these markets with programs that are properly designed. But the implementation of this program did
result in waste and unwarranted competitive harm to companies whose networks were overbuilt with

federal money.

tn closing, FairPoint will continue to work with the NTIA, RUS, FCC, Congress and the BTOP and BIP
awardees to ensure taxpayer dollars are used to better benefit the shared public policy goal of nearly

ubiquitous broadband. Thank you and | would be happy to answer any questions.
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Testimony before the Subcommittee on Communications and Technology Hearing,
“Is Broadband Stimulus Working?”
House Committee on Energy and Commerce
Rayburn House Office Building
Wednesday, February 27, 2013, 10 a.m.
SUMMARY:

* My testimony will concentrate on providing some specific examples of how well-intentioned public
policies can go off track when put into implementation, opening the possibility of wasting millions of
dollars of taxpayers’ money and potentially leaving people without the promise of reliable
broadband access.

¢ Asthe State President in Vermont, | have been very vocal that public money used to overbuild
existing networks is duplicative of private sector efforts, and in many respects, undercuts those
efforts.

e FairPoint and many other telecommunication providers saw the broadband stimuius program as an
opportunity to bring broadband services to those areas which are rural and geographically
challenging, where the business model makes it difficult to bring broadband to those consumers.

s Never, did we expect the federal government to fund programs that overbuiit existing networks.
We thought the emphasis would be on providing broadband to those residents and businesses that
have no access to Internet services, those customers we know as “unserved”. Nonetheless, NTIA
awarded the grants and duplicative networks are being built with taxpayer funds.

« The key term that { ask you to focus on is “overbuild.” This practice is wasteful, and does not
provide broadband to those who are now unserved.

* In my opinion, stimuius funding should be directed to the last mile where the need is the greatest. It
is a waste of taxpayers’ money and duplicates existing networks and does not bring meaningful last-
mile broadband to Vermonters. In fact, it actually undercuts the private investment that has already
been made in Vermont.

¢ The implementation of this program did result in waste and unwarranted competitive harm to
companies whose networks were overbuilt with federal money.

e FairPoint will continue to work with the NTIA, RUS, FCC, Congress and the BTOP and BIP awardees to
ensure taxpayer dollars are used to better benefit the shared public policy goal of nearly ubiquitous
broadband.
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Mr. WALDEN. Mr. Smith, I am sure we will have some and we
appreciate your testimony. It is very enlightening.

Mr. WELCH. Mr. Chairman, just one objection. I wasn’t here
when I understand this witness said a few things about me.

Mr. WALDEN. He said nice things about you.

Mr. WELCH. Well, I want it on the record that I object to me not
being here to hear that.

Mr. WALDEN. Is there any objection to his

Ms. DEGETTE. I will be happy to move to strike that testimony
from the record because you weren’t here.

Mr. WALDEN. Mr. Smith said very nice things about you. We did
have that removed from the record. No.

Let us go now to Mr. Bruce Abraham. He is on the Board of Di-
rectors of the North Georgia Network.

Mr. Abraham, thank you for being here this afternoon. We look
forward to your testimony, sir.

STATEMENT OF BRUCE ABRAHAM

Mr. ABRAHAM. Thank you, sir, Mr. Walden.

Mr. WALDEN. If you will pull that microphone close and push the
little button.

Mr. ABRAHAM. There we go. I am a country boy.

Thank you, Chairman Walden, members of the subcommittee. It
is a great honor for me to be here today to talk about the effects
of the National Broadband Opportunities Program on my home
community in North Georgia. I very much appreciate this. I will re-
member this all my life and I will tell my grandkids about this and
the great things that we did here today.

I would also like to thank our partners in this project, the Uni-
versity of North Georgia, Habersham and Blue Ridge, Mountain
EMCs, as well as the State of Georgia who together we put up $9
million in matching money to leverage $33 million in federal money
to bring modern high-speed internet to our region.

I would most like to thank my group of economic developers in
the region, who supported this project with their money and their
time and who, like me 4 years ago, faced a barrier to expanding
and recruiting jobs to this region. Our region had lost about 22,000
jobs before this project started. And in Dahlonega, where I worked,
we closed the doors of our largest employer—a textile manufac-
turing operation that employed 365 people, most of who had quit
school to go to work there at an early age. My group of economic
developers and I were losing jobs and business prospects not only
because of the national economic downturn, but also because our
local companies told us they had inadequate broadband.

My community owned a 65,000 square foot building that a pro-
spective internet company walked away from because they told me
“it would be too painful to get the broadband that they needed
there.” Our local medical lab that does breast cancer analysis was
trying to communicate with other hospitals in Georgia and they
told me they may have to move back to Atlanta because they could
not get patient medical information files back and forth on the
internet.

Our local university was doubling their student enrollment and
their internet service from their provider was only 50 megabits of




116

service for 5,000 students. The college internet went down for 37
hours as they began a new school year, so some classes’ course in-
formation, homework, and assignments were inaccessible to stu-
dents and to teachers. The university tried to dramatically up their
internet speed and reliability but their single provider said it was
just not cost-effective.

In rural Georgia, our local governments in economic development
are constantly challenged to remove barriers to growth whether it
is by improving a road, running a water line, or building a sewer
plant. I can tell you from 20 years of local economic development
experience that companies won’t locate to areas where they operate
off of wells or septic tanks or one-lane roads. And now, high-speed
broadband is right up there with the must-haves to get jobs and
growth in rural America.

As part of their strategic plan, the State of Georgia made almost
$10 million in broadband investments in Georgia. Georgia provided
us with the original funding for a study, and this was no pie-in-
the-sky research. We sat down with our schools, colleges, libraries,
governments, hospitals—asked them how they use the internet.
They said they needed more internet, and many of them said they
need what is called redundant internet so if it breaks down with
one provider, they can get it from another provider.

When we finished our community study, the National Broadband
Program came along and we reached out to break our internet bar-
rier. Our communities in the State applied and we built 1,100
thousand miles of fiber optic network that we just finished in De-
cember. Already, we have eight school systems connected with the
majority of them getting a gigabit of service, whereas before, they
had less than 50 megabits. We provided our schools at no cost a
10 gigabit network so they can share distance learning with the
university, they can share online coursework, textbooks, and meet-
ings. The university is also happy because we provided them a gig-
abit of service at less cost than they would have paid for 100 mega-
bits of service from their old provider.

Now, the physician at Dahlonega Foot and Ankle does not have
to drive over to the hospital to pick up his x-rays. Impulse Manu-
facturing fabricates products for global distribution can now talk to
companies overseas without choppy internet. And they can operate
in what is called the Fortune 500 Protocol.

Even our churches can now broadcast their services live online.
And they are reaching the elderly, homebound, and hospitalized
members. They report that 90 percent of their internet viewing is
live during their church services.

Our local community bank can now communicate between its
branch offices and safely store their financial information on their
network. The Louver Shop that makes louvers in Dahlonega can
communicate with their West Coast office and conduct live busi-
ness meetings. Telecommuters who live in our region don’t have to
wait until midnight to send their work over the internet to their
office in Atlanta.

We now have two technology parks in the region. And in a final
example, we have attracted our first data center to the region. And
because of this network—one of our local economic developers
should announce this in March—the company proposes to make an
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$800 million investment in this facility. They will initially hire 10
people at $100,000 per job. The company needs 2 gigabits of inter-
net. This is an unheard-of investment in our region. This increases
our local county tax base by ¥4 and $1 million in payroll equals 60
jobs that would normally pay $8 an hour in our region.

In closing, let me say thank you again for this investment you
made in our communities. And let me sum up what you did for us.
We have a low-wage, low-skilled, low-tech economy in rural Amer-
ica and you helped us reach for a high-skilled, high-wage, high-tech
economy that we all see ahead.

We are mindful as a generation, right behind us the young dig-
ital Americans—the guy sitting right behind you—who were born
under the influence of this powerful internet engine. They are not
going to tolerate 1990s internet as they start a business, look for
job, or move into positions of business leadership and public deci-
sion-making. They will move out of internet lazy rural towns that
do not provide robust internet connectivity. They will go, as we all
did, to where there is promising economic opportunity. And that
opportunity, as far as we can see, is being created right now by the
high-speed internet.

Thank you very much. God bless you.

[The prepared statement of Mr. Abraham follows:]
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Congress of the United States
U.S. House of Representatives
Committee on Energy and Commerce
Subcommittee on Communications and Technology
Washington, D.C.

February 27, 2013

“The North Georgia Network Brings Economic and Educational
Progress to Rural North Georgia from Broadband Investment.”

Testimony of:
Bruce Abraham
Board Member North Georgia Network
President Connect North Georgia
Dahlonega, Georgia
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Chairman Walden, Members of the Subcommittee, it is a great honor for me to be here today
to talk about the effects of the National Broadband Opportunities Program on my home
community in rural North Georgia. | would like to personally thank you and all the citizens of my
country for investing 33 million dollars in a modern fiber optics network that reaches from
metro Atlanta and crosses the Appalachian Trail to the North Carolina line. | would also like to
thank our partners in this project, the University of North Georgia, Habersham and Blue Ridge
Mountains Electric Membership Corporations as well as the State of Georgia, who all put up
nine million local dollars to bring high-speed modern communications to the students,

businesses and citizens who call this area home.

| would most tike to thank my group of economic developers in the region who supported this
project with their money and their time and, and who like me four years ago, faced a barrier to
expanding and recruiting jobs to this region. Our region had lost about twenty-two thousand
jobs when this project started four years ago. In Dahlonega where | worked then, we closed the
doors of our largest employer, a textile manufacturing operation that employed 365 people,

many of whom had quit high school to take a job at the local plant.

My group of economic developers and | were losing jobs and business prospects not only
because of the national economic downturn, but also because our local companies told us they
had inadequate broadband. My community owned a 65,000 square foot building that a
prospect internet company walked away from buying because they told me we did not have

enough broadband, They told me “It would be too painful to get the bandwidth they needed.”
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Our local medical lab, that does breast cancer analysis, was trying to communicate with other
hospitals in Georgia and they told me they might have to move back to Atlanta because they

could not get patient medical files back and forth on the internet.

Our local university was anticipating doubling their student enroliment, and their internet
service from their provider was only about 50 megabits for 5,000 students. The college internet
also went down for 37 hours as they began the new school year, so some classes, course
information, homework and assignments were inaccessible. The university tried to dramatically

up their speed and reliability, but their single provider said “it was just not cost effective.”

In rural Georgia, our local governments and economic development people are constantly
challenged to remove barriers to growth and attract jobs, whether it is by improving a road,
running a water line or building a sewer plant. I can tell you from 20 years in local economic
development that companies won't focate to areas where they will have to operate off of wells,
septic tanks and one-lane roads. Now high-speed broadband is right up there with the “must

haves” to get jobs and growth in our communities.

As part of their state strategic plan, the State of Georgia has made almost 10 million dollars in
broadband investment in rural Georgia. As a part of that plan, Georgia provided us with the

original funding in 2008 to study our broadband barriers. Again, please appreciate that in 2008
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in our area of the state our weekly wages averaged one-third less than the rest of the state and

41% less than other workers in the United States.

And this was no “pie in the sky” research we did with that study. We sat down with our schools,
colleges, libraries, businesses, governments and hospitals and asked them about how they used
the internet. Universally, they said they needed much more internet, and many of them said

they needed what is called “redundant internet” from two providers, so that like the University

| mentioned, if their internet goes down, the entire organization is not shut down.

Right as we finished our community study, the National Broadband Opportunities Program
offered us a chance to solve the internet barrier we had run into. Our communities applied
through BTOP for a project to build 1,100 miles of new fiber optic network across eight
counties. They invested nine million dollars in match money, with again, the State of Georgia

making the largest contribution of two-and-a-half million dollars.

So we just finished building this network in December of last year, and already we have our
eight school systems connected, with the majority of them getting a gigabit of service, whereas
before they had less than 50 megabits to share with thousands of students and teachers. We
have provided our schools, at no cost to them, a 10 gigabit network which we can do with fiber
optics, so they can share distance learning with the university, on-line coursework, text books,

meetings between schools, all because of abundant internet. The University is also happy
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because we have provided them a gigabit of service at less cost than they would have paid for

100 megabits of service with their old provider.

Now the physician at Dahlonega Foot and Ankle does not have to drive over to the hospital to
look at patient x-rays. With our network the hospital can now send the doctor the radiology

files and he can read them at his office.

Impulse Manufacturing that designs and fabricates products for global distribution can now talk
to companies overseas without choppy internet problems and operate in what they describe as
“the Fortune 500 Protocol.” They are not only a growing, smart rural company, but can now
play in the big leagues for big contracts and move big technical files without losing their
internet connection. They recently won a major production contract, and say they are buying

another building in the region.

Even our churches can now broadcast their services live on this network, and they are reaching
their elderly, homebound and hospitalized members. And this means more than just putting a
canned sermon or a wedding last week up on an internet site. They report that 90% or their
internet viewing is live during the church service, with people who want to sing and pray and

participate on-line in their home church on Sunday morning.

Our local United Community Bank can now communicate between its branch offices and safely

store their financial information on our network. They can provide service to their customers
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and conduct financial transactions in four milliseconds, which is the speed of our core network

with its modern fiber optic capabilities.

The Louver Shop that makes window louvers in Dahlonega can now communicate real-time
with its West Coast office, and conduct live business meetings on the internet without having to
fly its salespeople to Georgia. Telecommuters who live in our beautiful region don’t have to
wait until midnight to send their work over the internet to their Atlanta office, as they report
they have to do. Dawsonville Hardware told me they sold an expensive Stihl chain saw to a

customer in South Carolina with their new internet connection.

We now have two Technology Parks and Lumpkin and White Counties that are being developed

to attract companies that need the business high-speed internet that fiber optics provide.

And in a final example, we have attracted our first data center to the region because of this
network, and one of our local economic developers plans the announcement the first of March.
The company proposes to make an 800 million dollar investment in this facility, and initially will
hire 10 people at 100,000 dollars per job. The company needs about two gigabits of internet to
start and two megawatts of electricity. This is an unheard of investment in our region where
county tax bases run about two and a haif billion dollars, so this increases the local tax base by
a quarter. And the new million dollars in payroll will equal 60 jobs that would normally pay

eight dollars an hour in our area.
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My far-sighted State also just recently invested 1.3 million dollars in two more fiber optics
extensions at the edge of our network, bringing those communities the same high-speed

broadband that our original communities now proudly boast of having.

We just turned in a project last week to the USDA proposing to teach business internet
applications on a bus all over the region through our local chambers of commerce. We will also
take this bus to local high schools and bring students on the bus to tell them about good paying

jobs and technology-related career opportunities that will be available to them.

Please let me again thank you and my fellow citizens for the critical investment that was made
in the North Georgia Network, and let me sum up what you have helped us to do: In rural
America, we constantly fight a low-wage, low-skill, low-tech economy. This broadband
investment in our towns, our schools and our businesses will help us crack that low ceiling, and

let us reach for the high-skill, high wage, high tech economy that we all see ahead.

In summary, | would ask you to please recall that we as a country invested in interstate highway
infrastructure, railroads, airports and even telecommunications which drove major economic
advancements. But unfortunately those major engines of economic growth do not reach very

deeply into rural America to help us drive commerce.

But we do have plenty of rural electricity to run the internet, thanks to the rural electric system

which again, was made possible by federal investment. The internet engine of economic
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growth is barely 20 years old, but it is already transforming small business, education, medicine,
government services, almost everything it touches. And this new form of infrastructure is not
constrained by walls, mountains, oceans or the 8-hour day. It is only constrained by availability

and its scarcity in rural America.

We are very proud and thankful in North Georgia that we have the new internet engine in rural
America. We have put our foot on the throttle and we have set about to attract jobs and

opportunity and prosperity, God willing.

But we are also mindful that here is a generation right behind us, the young digital Americans,
who were born under the influence of this powerful Internet engine. They will not tolerate
quaint 1990’s internet as they start a small business, look for a job or move into positions of
business leadership and public decision making. They will move out of lazy-internet rural towns
that do not provide robust internet connectivity. They will not locate their growing companies
to charming rural business parks that offer dial-up or DSL connections to the world. They will
go, as we all did, to where there is promising economic opportunity. And that opportunity, as

far as we can see, is being created now by high-speed internet.

Thank you Chairman Waiden and members of the Committee. | am honored that you invited

me to talk today.
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Mr. WALDEN. Mr. Abraham, thank you very much. Thank you for
your very kind comments and your very valuable testimony. We ap-
preciate your participation today. And no matter how much you
shower us with compliments, we are still going to ask you ques-
tions.

Mr. ABRAHAM. That will work.

Mr. WALDEN. I am just kidding.

Mr. Freddoso, we appreciate you being here today from—Ilet me
get this right—president and CEO of MCNC. And so we welcome
you and look forward to your comments as well, sir.

STATEMENT OF JOE FREDDOSO

Mr. FREDDOSO. Well, thank you, Chairman Walden and Ranking
Member DeGette and members of the subcommittee for this oppor-
tunity to present congressional testimony regarding the successful
implementation of broadband stimulus funds in North Carolina. I
particularly want to thank Congresswoman Renée Ellmers from
MCNC’s home State of North Carolina. She represents the great
people of North Carolina’s 2nd District and is a champion of better
healthcare education and access to technology.

Mr. Chairman, for over 25 years the private nonprofit organiza-
tion that I lead, MCNC, has operated North Carolina’s fiber-optic
highway of innovation, the North Carolina Research and Education
Network, or NCREN. While the roots of NCREN are in serving the
vast research needs of the University of North Carolina system, the
community of connectors at NCREN has grown in the last several
years to include connections to more than 450 community anchor
institutions, including all of K through 20 public education, many
private universities, numerous nonprofit healthcare providers, and
several state and federal research organizations.

The anchor institutions that we serve require large amounts of
low latency high-speed connectivity and collectively, their demand
for bandwidth doubles every 2 years. A couple of examples: since
2011, the 58 community colleges we serve have reported a fivefold
increase in bandwidth demand. And since 2007, our K through 12
public school districts have recorded a 20-fold increase in band-
width use. Students in our community colleges now directly access
and program advanced manufacturing equipment virtually over
NCREN to get current skills needed in the workforce while the col-
leges avoid having to spend precious capital purchasing these ma-
chines directly.

MCNC also has a long history of cooperative work with our in-
cumbent service providers, telephone membership cooperatives,
electric membership cooperatives and independent telecommuni-
cations companies in North Carolina. We spend about $9 million
peé" year for local circuits and internet bandwidth with these pro-
viders.

In 2007 in our meetings with our private sector service provider
partners, it became evident that NCREN’s need for bandwidth—
particularly in rural North Carolina—was going to outstrip the ca-
pacity of the existing middle-mile fiber in the State. There was ei-
ther no fiber available in certain sections of North Carolina or a
limited fiber capacity to meet the growing needs of the anchor in-
stitutions served by our network.
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We also found that these service providers, even supported by a
proposed $8 million investment from MCNC, lacked the business
case to build in the areas with no fiber or to add fiber capacity in
underserved areas.

To serve the needs of the students, healthcare providers, and re-
search institutions connected to NCREN, MCNC made the decision
to pursue BTOP funds. For matching funds, we allocated $8 million
from our capital refresh fund. We also raised $4 million from pri-
vate sector wholesale service provider FRC. We raise $24 million
from North Carolina’s nonprofit Golden Leaf Foundation, and $4
million in donated conduit and land. MCNC brought a total of $40
million to the table in a vision for a statewide network that would
bring broadband to some of the most rural mountainous and dif-
ficult areas to reach in the State.

Leveraging these matching funds, MCNC applied for and won
two rounds of BTOP funding totaling $104 million. Today, MCNC
is within 50 miles of completing a 2,600-mile middle-mile network.
The network is comprised of 1,800 miles of new build fiber, and 800
miles of leased fiber. MCNC leased 800 miles of fiber from service
providers, typically under 20-year terms. These leases are tangible
demonstrations of the solid relationships that we enjoy with our
service provider partners and how MCNC was able to leverage
local infrastructure into its statewide broadband network.

The construction phase of the project has given a badly needed
infusion of revenue to private sector companies. Our fiber and con-
duit supply company is CommScope. CommScope is headquartered
in Hickory, North Carolina. When we chose CommScope as our
supplier, their conduit plant was idled. During the height of our
project over a 2-year period, they operated 24/7 with more than 100
workers to keep up with demand.

Much of the BTOP fiber is already in use, benefiting the 450
community anchor institutions served by NCREN and allowing us
to serve 1,500 more community anchor institutions. The BTOP
award will allow us to scale connectivity to these institutions to the
multi-gigabit level they demand as they need additional bandwidth.
And our sustainability plan will allow this scalability to happen at
today’s costs.

Also, MCNC is in discussions with more than 10 wholesale and
last-mile service providers interested in the new fiber build. Many
are looking to enter areas previously unavailable to them. Rural
broadband is migrating quickly from wired services like DSL to
wireless services like WiMAX, Wi-Fi mesh and 4G LTE as last-mile
solutions. The commonality in all of these over-the-air last-mile
services is the need for fiber-based backhaul and transport services.

Mr. Chairman, our story is a great success story. It is based on
leveraging privately raised matching funds, utilizing existing local
infrastructure, and attracting BTOP federal investment to build
the digital highway that directly supports innovative research, idea
formation, equity of access to education, better healthcare outcomes
for North Carolinians, and also supports the private sector as they
look to put new wireless services into rural areas of the State.

Thank you.

[The prepared statement of Mr. Freddoso follows:]
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Thank you Chairman Walden and Ranking Member Eshoo and Members of the
Subcommittee for this opportunity to present congressional testimony
regarding the successful implementation of broadband stimulus funds in
North Carolina. | particularly want to thank Congresswoman Renee Ellmers

from MCNC’s home state of North Carolina. She represents the great people
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of North Carolina’s second congressional district and is a champion of better
healthcare, education and access to technology - all benefitting from the

investments made by the BTOP program.

For over 25 years, the private non-profit organization that | lead, MCNC, has
operated North Carolina’s fiber optic highway of innovation, the North
Carolina Research and Education Network or NCREN. While the roots of
NCREN are in serving the vast research needs of the 16 universities in the
University of North Carolina System, the community of connectors to NCREN
has grown the last several years to include connections to more than 450
Community Anchor Institutions, including all of K-20 public education, many
private universities, numerous non-profit healthcare providers, and several

state and federal research organizations.

These anchor institutions require large amounts of very low latency, high-
speed connectivity and collectively their demand for bandwidth doubles

every two years.

An example of the growth in demand comes from our North Carolina
Community Colleges. Since 2011, the 58 community colleges in North
Carolina have reported a 5-fold increase in bandwidth demand, and since
2007 our K-12 public school districts have recorded a 20-fold increase in
bandwidth use. Students in our community colleges now directly access and

program advanced manufacturing equipment virtually over NCREN to gain
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current skills needed in the workforce while the colleges avoid having to

spend precious capital purchasing these machines.

MCNC has a long history of cooperative work with our incumbent service
providers, telephone membership cooperatives, electric membership
cooperatives, and independent telecommunications companies in North
Carolina. We spend about $9 million per year for local circuits and Internet

bandwidth with these providers.

In 2007, in our meetings with our service provider partners, it became
evident that NCREN’s need for bandwidth particularly in rural North
Carolina was going to outstrip the capacity of the existing middle-mile
fiber. There was either no fiber available in certain sections of North
Carolina or limited fiber capacity to meet the growing needs of the anchor
institutions served by our network. We also found that these service
providers, even supported by a proposed $8 million MCNC investment,
lacked a business case to build into areas with no fiber or to add fiber

capacity to underserved areas.

To serve the needs of the students, healthcare providers and research
institutions connected to NCREN, MCNC made the decision to pursue BTOP
funds. For matching funds, MCNC allocated $8 million from its capital

refresh fund for NCREN. MCNC also raised $4 million from private-sector
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wholesale service provider FRC, $24 million from North Carolina’s non-profit
Golden LEAF Foundation, and $4 million in donated conduit and land. MCNC
brought a total of $40 million to the table, and a vision for a statewide
network that would bring broadband to some of the most rural,
mountainous and difficult areas to reach in the state. Leveraging these
matching funds, MCNC applied for and won two rounds of BTOP funding

totaling $104 Million.

Today, MCNC is within 50 miles of completing a 2,600 middle mile network.
This network is comprised of 1,800 miles of new build fiber and 800 miles of
leased fiber. MCNC leased 800 miles of fiber from service providers through
long-term contractual arrangements common in the industry that
committed this fiber to MCNC’s exclusive use, typically for 20 years. These
leases are a tangible demonstration of the solid relationship MCNC enjoys
with its service provider partners, and how MCNC was able to leverage local

infrastructure into its new statewide broadband network.

The construction phase of the project has given a badly needed infusion of
revenue to engineering, construction, optical equipment, and fiber/conduit
companies. Our fiber/conduit supply company is CommScope. CommScope
is headquartered in Hickory, N.C. When we chose CommScope as our
supplier, their conduit plant was idled. During the height of our project,

over a two-year period they operated 24/7 with more than 100 workers to
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keep up with demand. Since our project, CommScope has been awarded
business through other BTOP winners and outside of the BTOP program.

Keeping these workers employed.

Much of the BTOP fiber is already in use and benefitting 450 Community
Anchor institutions served by NCREN and allowing NCREN to serve over 1500
more Community Anchor Institutions. The BTOP award will allow us to scale
connectivity to these institutions to the multi-gigabit level as these
institutions need additional bandwidth and our sustainabilify plan will allow

this scalability to occur at today’s costs.

Also, MCNC is in discussions with more than 10 wholesale and last-mile
service providers interested in the new build fiber. Many are tooking to
enter areas unavailable to them in the past. Rural broadband is migrating
quickly from wired services like DSL to wireless services like WiMAX, Wi-Fi
mesh and 4G/LTE as the primary tast-mile solution. The commonality in all
these over-the-air, last-mile services is the need for fiber-based wireless
backhaul and transport services. The BTOP funded fiber is of high interest
and likely positions North Carolina to be an early deployment state for these

services and a test bed for emerging services.

Mr. Chairman, our story is a great success story. It’s based on leveraging

privately-raised matching funds, utilizing existing local infrastructure and
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attracting BTOP federal investment to build a digital highway that directly
supports innovative research, idea formation, equity of access to education,
and better healthcare outcomes for rural North Carolinians. Also through
partnership, this is a highway that private and public non-profit service
providers can use to drive new resources and value into the last mile for

our rural citizens.
MCNC owes much of our success to the BTOP staff at the NTIA. Their
guiding hand has led to a highly successful broadband investment in rural

North Carolina.

Thank you.
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Supplemental Materials:

About MCNC

For more than a quarter century MCNC has operated a robust, secure, exclusive
communications network that has connected institutions of the University of
North Carolina System, Duke University, and Wake Forest University to each
other and through advanced research networks such as Internet2 and National
Lambda Rail, to the world.

Qver the last 5 years, MCNC has expanded the reach of its services to non-
profit and university hospitals, public safety, libraries and other key CAls.
Through two Broadband Technology Opportunities (BTOP) grants and other
private investments, MCNC is investing over $140M in a network infrastructure
that is able to meet the rapidly increasing bandwidth demands and shared
services needs of North Carolina-based CAls for the foreseeable future.

About NCREN

NCREN, operated by the non-profit organization MCNC, is one of the nation's
first statewide education and research networks. It provides broadband
communications technology services and support to K-12 school districts, higher
education campuses and academic research institutions across North Carolina.
MCNC offers NCREN technology tools and services to guarantee equal access to
21st century learning by providing a future-proof technology network that is
the foundation for change and innovation in our educational systems. In
addition to all public school districts in North Carolina, the NCREN user-
community now includes: 17 institutions of the UNC System and General
Administration; 40 North Carolina Charter Schools; 27 of the 36 North Carolina
Independent Colleges and Universities; 58 North Carolina Community Colleges;
research institutions and foundations; and, along with the N.C. Office of
Information Technology Services and other partners, MCNC provides broadband
services for 70 Public Health agencies and 30 Non-Profit Hospitals through the
N.C. Telehealth Network.

MCNC and NCREN

MCNC is the company and NCREN is the network, our flagship product MCNC is
Connecting North Carolina’s Future Today.

MCNC History - A Brief Timeline
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1980 - North Carolina General Assembly initially funds the Microelectronics
Center of North Carolina to be a catalyst for technology-based economic
development throughout the state.

1985 - MCNC receives state mandate for providing and operating an advanced
communications network CONCERT (subsequently called NCREN). Initial
microwave system linking NCSU, UNC-CH, Duke, NC A&T, UNC-C, RTI and MCNC
is completed. This is the first broadcast-quality, two-way interactive,
multipoint video and audio system in the United States.

1987 - The mcnc.org domain was registered on the Internet on January 15,
1987. It is number 6 on the list of the oldest .org registered domains.

In 1991, the VistaNet project focused on research in communications,
computer science, and the use of supercomputing to support cancer treatment
through computer visualization.

1990 - VISTAnet project is implemented - first operational national gigabit test
bed using OC48 backbone. 3-D imaging computers at UNC use supercomputing
resources to enable medical researchers to simulate thousands of possible
treatment options to find the optimal therapy for individual patients, targeting
radiation in a much more precise way than was possible before.

1993 - NCREN completes broadband connections to each of the 18 core
members of the network, combining video and data, using a combination of
digital microwave technology and broadband ATM technology.

1994 - Through a collaborative effort between the N.C. State Government
Office of Information Technology Services (ITS) and NCREN, North Carolina
becomes the first state to deploy high-speed network capabilities to every
county through the North Carolina Information Highway.

1995 - All 16 campuses of the UNC system, Duke and Wake Forest are able to
fully participate in the high-quality, two-way interactive video capabilities
enabled by NCREN.

1997 - World’s first “GigaPOP” is developed - an extremely fast access point,
or high-speed on-ramp, to the next generation internet. This network
infrastructure becomes a model throughout the world and is used to test next-
generation networking applications and systems, leading to the establishment
of a national network testing laboratory in North Carolina. The GigaPOP
becomes the gateway for all Internet service for all NCREN customers and the
state government. This includes North Carolina becoming one of the first states
to connect to Internet 2.



136

2000 - NCREN becomes the nation’s first near-broadcast quality two-way
interactive video system using Internet-based technology (IP using MPEG2) to
support up to 20 simultaneous locations in that service with full, continuous
presence audio for all participants all the time. All participants at remote sites
can hear audio and see video from all other sites - exactly how a conversation
would work if they were all in the same room.

2000 - Cronos is sold to JDS Uniphase Corporation. Proceeds to MCNC enables
over $100 million investment in the state.

2000 - MCNC pledges $30 million to Rural Internet Access Authority, now
operating as The e-NC Authority. The donation helps accelerate the spread of
high-speed Internet access across North Carolina.

2001 - North Carolina BioGrid establishes partnership with universities, the
N.C. Biotechnology Center and private-sector companies. The N.C. BioGrid is
one of the nation’s first scientific grid computing test beds.

2003 - MCNC is restructured into two companies. Research and venture funding
activities are established as a separate company, MCNC Research and
Development Institute (MCNC-RDI).

2005 - The research operations of MCNC-RDI are sold to RTI international.
MCNC-RDI changes name to NC IDEA with mission to provide early-stage
companies with venture funding, grants and loans.

2005 - MCNC is selected to lead applications support for Internet2’s Hybrid
Optical and Packet Infrastructure test bed.

2005 - NCREN and N.C. State University are selected by National LambdaRail
(NLR) to operate its first national Experiment Support Services.

2006 - MCNC leads U.S. consortium for first international demonstration of
integrated computing and network technology as part of the Global Lambda
Integrated Facility, including Virtual Computing Lab resources at N.C. State
University.

2008 - MCNC provides connectivity to the K12 community, creating a K20
network in the state.

2009 - MCNC celebrated 25 years of the North Carolina Education and Research
Network (NCREN).
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2010 - MCNC was awarded two rounds of Broadband Technologies
Opportunities Program (BTOP) historic funding to expand high-speed
connectivity through the North Carolina Research and Education Network.

MCNC BTOP Background:

MCNC currently is working on a $144 million expansion of the North Carolina
Research and Education Network (NCREN) scheduled to be completed by 2013.
This initiative has been labeled the Golden LEAF Rural Broadband Initiative.

To fund this expansion, MCNC applied for and received two U.S. Department of
Commerce Broadband Technology Opportunities Program (BTOP) awards
totaling $104 million.

In addition, MCNC raised $40 million in private matching funds as required by
the BTOP program. MCNC’s sources of matching funds included 524 million from
the Golden LEAF Foundation, $8 million from the MCNC Endowment, $4 million
from private-sector wholesale telecommunications company FRC, and an
estimated $4 million through donations of land and existing conduit from
individual community colleges, universities, and others including the Albemarle
Pamlico Economic Development Corporation. No direct funding from the State
of North Carolina was required.

MCNC estimates the expansion of NCREN will create or save 2,500 engineering,
construction, and manufacturing jobs in the state.

Both MCNC awards are a part of a coordinated strategy developed by the Office
of former North Carolina Governor Bev Perdue, the N.C. Office of Economic
Recovery & Investment, and e-NC Authority to improve broadband access for
businesses and residents in underserved areas.

Once all work is complete, the two rounds of BTOP infrastructure have the
potential to serve directly, or through MCNC partnerships with private-sector
service providers, more than 1,500 community anchor institutions, 180,000
businesses, and reach more than 300,000 underserved families.
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BTOP PROGRESS MAP
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REQUESTS FOR PROPOSAL (RFP) OR
REQUESTS FOR INFORMATION (RFT)

MCNC applied for and received two U.S. Department of Commerce Broadband
Technology Opportunities Program (BTOP) awards totaling $104 million in 2010
as part of the American Recovery and Reinvestment Act of 2009 (ARRA). The
awards are administered through the National Telecommunications and
Information Administration’s (NTIA}.

What is the difference between a RFP and RFI?

Requests for Proposals (RFP) will be submitted as definitive requirements for
portions of the project as identified. These requests will be related to the
procurement of services and or products required to implement the project.

Requests for Information (RFI) will be submitted from time to time to gain
information related to certain sorts of services and products for which RFP's
may ultimately be released. The purpose of the RFI's will be for identification
of vendors who can meet certain requirements for delivery of formal services
and products.

" Topic ‘i Status
Engineering, Design Services and AWARDED

Environmental Assessment

Materials Availability related to NCREN
Southeaster and Western North Carolina AWARDED
Fiber Expansion Project

Optical Network Design NCREN Southeaster
and Western North Carolina Fiber Expansion | AWARDED
Project

Materials Related to NCREN Southeastern
and Western North Carolina Fiber Expansion | AWARDED
Project

Fiber Asset Management Software Related
to NCREN Southeastern and Western North AWARDED
Carolina Fiber Expansion Project

Construction and Splicing of the Fiber Optic
Middle Mite Project Related to NCREN
Southeastern and Western North Carolina
Fiber Expansion

AWARDED

Optical Network Design and DWDM-based AWARDED
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Optical Networking Equipment Related to
NCREN Southeastern and Western North
Carolina Fiber Expansion Project

Waterway Crossing Construction Related to
NCREN Southeastern and Western North
Carolina Fiber Expansion Project

AWARDED

Topic

Status

Engineering Design Services and
Environmental Assessment for MCNC Golden
LEAF North Carolina Rural Broadband
Initiative

AWARDED

Fiber Asset Management and Mapping
Software for MCNC Golden LEAF North
Carolina Rural Broadband Initiative

AWARDED

Materials Related to MCNC's Golden LEAF
North Carolina Rural Broadband Initiative

AWARDED

Construction and Splicing of the Golden LEAF
Rural Broadband Initiative (GLRBI)

AWARDED

Marketing and Sales Vendor of the Golden
LEAF North Carolina Rural Broadband
Initiative

AWARDED

Attachment of Conduit and Fiber Optic Cable
to Bridge Railings for the Golden LEAF Rural
Broadband Initiative

AWARDED

DWDM-based Optical and/or Carrier Ethernet
Network Design and Equipment Related to
the Golden LEAF North Carolina Rural
Broadband Initiative

AWARDED

Topic

Status

Locate Services and Maintenance of the
Conduit, Fiber Optic Cable, and Access Points
for the Golden LEAF North Carolina Rural
Broadband Initiative

AWARDED
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Updated Jan. 28, 2013 at 5:52 a.m.

Broadband boosts power of
national climate center in
Asheville

By WRAL Tech Wire

ASHEVILLE, N.C. — Last year, NOAA said it was the
warmest year on record in the lower 48 states.

In 2012, the average temperature was 55.3°F, which
eclipsed 1998, the previous record holder, by 1°F. That
difference from 1998 is an unusually large margin since
annual temperature records are typically broken by just
tenths of a degree.

This report is just one example of the important work
happening at NOAA's National Climatic Data Center
(NCDC) in Asheville.

However, since most of the data for this particular
announcement is station-based throughout the U.S., this
is relatively a small volume of data compared to what the
facility ingests on a day-to-day basis with satellites and
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radar.

And, without high-speed broadband connectivity, none of
this would be possible to tackle in a timely fashion.

NCDC maintains the world's largest climate data archive
and provides climatological services and data to every
sector of the United States economy and to users
worldwide. The center's mission is to preserve this data
and make it available to the public, business, industry,
government, and researchers.

NCDC recently initiated a satellite Climate Data Record
(CDR) program to continuously provide objective climate
information derived from weather satellite data that
NOAA has collected for more than 30 years. This data
comprises the longest record of global satellite mapping
measurements in the world, and is complemented by
data from other sources including NASA and U.S.
Department of Defense satellites as well as foreign
satellites.

For the first time, NOAA is applying modern data analysis
methods, which have advanced significantly in the last
decade, to these historical global satellite data. This
process will unravel the underlying climate trend and
variability information and return new economic and
scientific value from the records. In parallel, NCDC will
maintain and extend these Climate Data Records by
applying the same methods to present-day and future
satellite measurements.

In fall 2011, NCDC received two 10G broadband
connections as part of the build-out through the first
phase of the of Golden LEAF Rural Broadband Initiative
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administered through RTP-based non- profit MCNC.
These connections were a significant upgrade from the
two 1G connections previously used at NCDC.

Most of the specific uses of these 10G connections are
classified, but one use mentioned is for the Suomi
National Polar-orbiting Partnership (NPP), which
represents a critical first step in building next-generation
Earth-observing satellite systems. The NPP is the resuit
of a partnership between NASA, NOAA, and the U.S.
Department of Defense.

Since Oct. 2011, 1.3 petabytes of data has streamed into
NCDC for consumption and storage from the NPP. In
that process, a copy also is made of all data and is sent
as a backup to Colorado. This means since this project
went active, more than 2 petabytes of information has
traveled over broadband-based pipes to researchers all
over the world.

"Broadband is absolutely critical to what we do now,"
said Alan Hall, IT project manager at NCDC. "If we didn't
have broadband, we wouldn't be able to move all this
data in a timely manner and get it to researchers who
need it ... it is absolutely critical and broadband is a must
to be able to do what we do."

"As more data comes in and out every day, we need
high-speed connections to realize all these data sets,"
added Preston Carter, an IT specialist at NCDC who
works on network operations and storage. "We have
better download rates now and as others get more
speeds soon, we will be ready as we continue to future-
proof our infrastructure.”
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NCDC has seen astronomical spikes in data in recent
years with new technology and higher-speed
connections. On a typical day, about a terabyte of data
comes in to be stored and archived - most in real-time.
During major weather events, like Hurricane Sandy last
fall, that would jump three-to- six times that amount.

NCDC was incorporated with all civil weather entities as
part of NOAA in 1970. Twelve years later, the
organization was renamed the National Climatic Data
Center and has remained housed at the Veach-Baley
Federal Building since 1995.

Today, data comes to NCDC from not only land-based
stations but also from ships, buoys, weather balloons,
radars, satellites, and even sophisticated weather and
climate models. In the past 10 years, NCDC’s digital
archive experienced a six-fold increase from 1 petabyte
to 6 petabytes. With increasing sophistication of data
collection equipment, data is expected to exceed 15
petabytes by 2020.

The United States has made tremendous investments in
Earth-observing satellites over the past five decades.
Despite remarkable success, great potential remains in
the nation’s archived measurements for climate change
applications.

NOAA's new Climate Data Record Project promises to
unleash the potential of this data to address critical
climate questions. But again, doing this type of work
today would not be possible without high-speed, low
latency broadband. WRAL Tech Wire any time: Twitter,
Facebook
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Benefits of broadband cable coming into focus

any things that will happen in

Mthe year ahead that we can't yet

see, but one of them that is com-

ing into clear focus is the completion of

a $144 million project to bring high-speed

broadband cable to all counties in the A}
‘bemarle.

Large Internet users are eagerly await-
ing the March target date for comple-
tion of the second phase of building
1.200 miles of broadband infrastructure
through eastern North Carolina.

Broadband — a far cry from the days
of dial-up Internet connection — is the
fastest Internet technology currently
available. While many residents already
have access to broadband through pro-
viders such as CenturyLink and Time
Warner, the need for greater bandwidth
by schools, colleges, hospitals, libraries
and government buildings will soon be
met.

The project was kicked off more than
two years ago with Gov. Beverly Perdue
announcing that $115 million in federa!
stimulus money had been obtained to ex-
“tend broadband service to 69 rural coun-

" ties,

" The benefitling counties encompass

«nearly 6 million residences, or about 66
percent of the state’s population, and

160,000  businesses, or

about 68 percent of busi-

nesses in the state. Among

the counties to benefit are

Pasquotank, Camden, Cur-

rituck, Perquimans, Chow-

an and Gates.
The largest  grant

awarded, §75.8 million,

went to the nonprofit Mi-

croelectronics Center of

North Carolina - based

in Research Triangle Park

— which followed another

$38.9 million awarded to

MCNC in dJanuary 2010,

There was also a $2¢4 mil-

lon grant {rom the Golden

LEAF Foundation and $8

million from MCNC's en-

dowment. Today, the total

project cost is estimated at

$144 million.

The project has received
much praise from area
business leaders, educators and elected
officials.

“The world we live in today is defined

less and less by distance and more and
more by connections,” US. Sen. Kay
Hagan, D-N.C,, said last year. She noted
that broadband “has guick-
Iy become as important
to a community’s success
as traditional infrastruc-
ture” such as highways,
rail lines, sewer and water
systems.

It means North Carolina
will be able to compete on
equal footing with other
states, when it comes to of-
fering the best in technol-

OBY.

Along with offering a
great location fo live, work
and raise a family — close
to growing southeastern
Virginia and the coastal
N.C. Outer Banks — area
economic  development
leaders will soun have an
added enticement, allow-
ing them 10 go after larger
companies that require
broadband.

The result will be an expanded tax
hase, good paying jobs, and economic
growth that benefits us all.

"I can't think of a company that
doesn't want the fastest'broadband that
is available,” said Currituck’s Economic
Development Director Peter Bishop.

Also, Camden’s Economic Develop-
ment Commission is already looking at
getting high-speed service tothe county’s
new Eco-Industrial Park on U.S. Highway
17. Economic Developer Charlie Bauman
said offering that service will be as im-
portant as providing water and sewer at
the eco-park.

Others are also excited. Albemarle
Hospital, which already has broadband
capabilities, sees a benefit by having a
backup cable in case its main connec-
tion is lost, and doclors and patients will
more easily be able to access medical

Ancoust: 1

Trwrsday. Noverrbor 29, 2012
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records and talk to physicians electroni-
cally.

The new line will connect many major
institutions, but won't go everywhere.
Nevertheless, Elizabeth City is already
calculating how much it will cost to ex-
tend the broadband line a couple miles
to the Elizabeth City Regional Airport
and aviation park, where new jobs are
expected.

Considering the potential benefits of
widely available broadband to schools,
medical facilities and industry, this proj-
ect will have immense impact on the Al-
bemarle region in the years ahead. It’s
just now coming into focus.

The issue

A new broadband
cable line that will serve
the Albemarle will be
installed by the end of
March.

Our position

While some argue
that high-speed Inter-
netis already available,
the broadband network
will offer additional con-
nections to schools,
colleges and hospitals,
governments and be a

OUR VIEW valuable tool in helping
to attract new business
and industry.

August 2011:

MCNC begins Round 2 of
Golden LEAF Rural
Broadband Initiative

Historic event showcases NCREN'’s
capabilities with virtual groundbreaking in
four locations
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KANNAPOLIS, N.C. (Aug. 12, 2011) — MCNC 3, the
private, not-for-profit operator of the North Carolina
Research and Education Network (NCREN), hosted a
Statewide Virtual Groundbreaking Ceremony today in four
locations throughout the state to highlight the start of
construction on Round 2 of the of the Golden LEAF Rural
Broadband Initiative (GLRBI).

The GLRBI is funded through grants from U.S. Department
of Commerce’s Broadband Technology Opportunities
Program (BTOP) and significant matching funds from private
donations and investments including a $24 million
investment from the Golden LEAF Foundation. The GLRBI
will greatly expand the reach and capacity of NCREN in
northeastern, north central, western and south central North
Carolina.

"Today, we can link several sites via HD video for a one-time
event. The GLRBI expansion, when complete, will allow us
fo host hundreds of these sessions simultaneously across

the state. It will impact all facilities and institutions connected

to NCREN. It will broaden the way teachers teach, students
learn, doctors provide care, and for citizens at a local library
searching to find a job." -- Joe Freddoso, MCNC President



150
and CEO

The high-definition simulcast event was hosted at Asheville-
Buncombe Tech Community College, Elizabeth City State
University, the North Carolina Research Campus in
Kannapolis, and UNC Pembroke. The event leveraged the
existing video capabilities of NCREN. These video
capabilities and capacity for HD video use among NCREN
connectors will greatly expand as a result of the GLRBI.

“Thanks to the Recovery Act, this project is creating jobs and
will support continued innovation and expanded economic
and educational opportunities in North Carolina,” said
Lawrence E. Strickling, Administrator of the U.S. Department
of Commerce’s National Telecommunications and
Information Administration (NTIA).

MCNC received federal approval to begin GLRBI phase 2
construction in late June. Since that time, MCNC has
mobilized efforts and worked to finalize all necessary permits
and materials to begin construction.

The Round 2 project is three-times the size of MCNC'’s
BTOP Round 1 project. Those areas of construction for
Round 2 include 1,200 miles of broadband infrastructure
through 79 counties in North Carolina. Sixty-nine of these
counties include significant areas that meet the federal
definition of “underserved” for access to affordable
broadband services.

"Thanks to the Recovery Act, this project is creating jobs and
will support continued innovation and expanded economic
and educational opportunities in North Carolina.” --
Lawrence E. Strickling, Administrator of the
U.S. Department of Commerce’'s NTIA
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The total second phase project cost of $104 million was
funded by two sources. The first was a federal BTOP grant
of $75.75 million awarded in August 2010 through the NTIA.
The BTOP investment was matched by $28.25 million in
private donations including the $24 million investment from
the Golden LEAF Foundation.

The total investment for both Round 1 and Round 2 of the
broadband infrastructure build is $144 million and includes
an investment of $8 million in funds from the MCNC
endowment that was used as matching funds for the Round
1 project. This level of investment represents one of the
largest in broadband infrastructure in North Carolina history.
The majority of the project funds have been spent with
private-sector engineering, construction, materials, and
technology companies who will assist with the build. No
direct funding from the State of North Carolina was required,
and MCNC estimates the expansion of NCREN will create or
save 2,500 engineering, construction, and manufacturing
jobs in the state.

“MCNC is excited to begin the second phase of building
North Carolina’s highway to the future. We want to thank our
state and federal leaders for their continued support for the
Golden LEAF Rural Broadband Initiative," said Joe
Freddoso, president and CEO of MCNC. “Today, we can link
several sites via HD video for a one-time event. The GLRBI
expansion, when complete, will allow us to host hundreds of
these sessions simultaneously across the state. It will impact
all facilities and institutions connected to NCREN. It will
broaden the way teachers teach, students learn, doctors
provide care, and for citizens at a local library searching to
find a job.”

To date, MCNC has awarded contracts for Round 2 to the
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following firms: CommScope for fiber-optic cable and
materials; Edwards Telecommunications, Fiber
Technologies, and Globe Communications for construction
and fiber installation, and Kimley-Horn & Associates for
engineering design, project planning, and related services.

All construction is to be complete by 2013.
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Mr. WALDEN. Thank you very much to all of our panelists for
your testimony.

Mr. Freddoso, thank you especially for yours here at the end.

In my district, 70,000 square miles—regular watchers of our
hearings know I have used this before—but it would stretch from
the Atlantic to Ohio, larger than just about any State east of the
Mississippi. And so I am very familiar with very rural areas—re-
mote areas—that lack broadband.

And so my view here is that 4 percent is a lot of my district that
didn’t have access to broadband and that the federal money should
go into those areas where it is really difficult to make a financial
case for broadband on a commercial basis. If we are going to spend
money out, that is where it should have gone. That is my point in
this oversight hearing and in the arguments I made, frankly, when
this bill was being marked up a number of years ago to say go
serve the unserved areas first, the places you all have talked about,
and avoid overbuilding where we already have commercial net-
works, which by the way will be made less viable because the gov-
ernment has come on with another competitor on top. And so this
leads to this oversight.

Probably most of this money has been spent appropriately. We
will find out over time whether or not we got our money for it. Ob-
viously, in your areas, you feel it has and it has got great benefit.
And we have seen that in some projects even in my own district,
an Indian reservation that frankly, the incumbent carrier hadn’t
done much there and, you know, they got one of these grants and
now they got broadband. That made sense. And same in another
area in central Oregon where it made sense to fill in.

One of my questions, though, is how is this money getting spent?
Where are the stewards of the taxpayers’ dollars? I hear about this
in every town hall I have. I have done 18 so far this year in 18
counties.

And, Ms. Eilers, you have heard our discussion here today about
the West Virginia audit. You all looked at some of these questions
for us kind of at a top level. Have you had a chance to review the
West Virginia audit in any detail? Because it is, to me—and this
is my money in effect—it is pretty damning.

Ms. EILERS. I have reviewed the West Virginia report. Yes.

Mr. WALDEN. And my understanding is that there may be a delta
here of about $9 million that maybe didn’t have to be spent and
that they didn’t follow their own contracting rules and laws. Is
that——

Ms. EILERS. I am not going to speak for the West Virginia report.
But yes, based on my reviews, it does appear——

Mr. WALDEN. And so wouldn’t it make sense whether—I know
Mr. Strickling has said, look, we have spent this money. It is out.
It is allocated, whatever. But going forward if one of these pro-
grams were to spring up again or money get put out, what rec-
ommendations would you have for these agencies to make sure that
sort of waste doesn’t occur that has been identified in the West Vir-
ginia audit? Did they need to do a site analysis? Does that need
to be a requirement? How do we prevent this from happening
again?
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Ms. EIiLERS. I mean, both the West Virginia auditor and our
audit team cited that there should have been a detailed study of
all the locations to size the routers appropriately. So yes, we were
looking for that same due diligence.

Mr. WALDEN. And are you confident now, knowing what we
know, that the agencies will either have put those requirements
into their RFPs or whatever going forward or are they still were
they were? Or can you tell?

Ms. EILERS. As I understand it—and I can just speak for how
they are looking at West Virginia right now—they are going back
and doing some due diligence on the sites to——

Mr. WALDEN. Right.

Ms. EILERS [continuing]. Make an appropriate size, if you will, of
the communications ability. For the other grants, I can’t speak to
the other 255 grants and how this would impact them.

Mr. WALDEN. You know this really came to our attention, as I
recall, from a newspaper article somebody shared with me. And
that kind of led the Committee into its look and our questions to
you. And I don’t know if that is what triggered the auditor or not
in West Virginia, but it raises a troubling set of questions about
how the government’s money—the taxpayers’ money—is actually
being spent.

Mr. Kirchhof, Mr. Smith, this overbuild issue is something that
seems to me there is always going to be a little bit because you
have got to connect somewhere, right? So you are always going to
have some overbuild. But I was really concerned, Mr. Smith, espe-
cially in your Vermont discussion, about how the middle mile got
overbuilt and the last mile didn’t get built in effect. And aren’t we
really after the last mile that—I mean you need both. I get the no-
tion that more people using the internet means you need more ca-
pacity on the overall internet. I get that. I understand that. It is
not the number of subscribers per se, it is both. But it is the
amount of data that is being transmitted back and forth so you
need capacity, but you also need access. So from your perspective,
is it last mile, is it middle mile, is it both but not overbuild?

Mr. SmiTH. Mr. Chair, from my perspective, it is last mile in
Vermont. I mean, no one has invested more in broadband in
Vermont than FairPoint over the last few years. And I think it is
safe to say that, you know, the horse is out of the barn now. I
mean, this is for future reference but it is safe to say I would think
most Vermonters feel that if you are going to use money, use it for
the last mile and not overbuild an existing network that provides
the same service as the networks being built, and actually, the
fiber being put up on the same polls that the fiber that we are run-
ning on. So it is an issue.

Mr. WALDEN. My time has expired. Do you have any disagree-
ment with that, Mr. Kirchhof?

Mr. KiRCHHOF. I don’t, Mr. Chairman. The only thing I would
add is you do need both, right, in some cases. That is why you need
to go area-by-area and do an evaluation to see what is needed
there. I think we do have probably a little bit of a fundamental dis-
agreement on how you define middle mile. To us middle mile is
very similar to the federal interstate system, that you use the back-
bone to be able to get that traffic out to the world, right, but you
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rely on the local roads and the state highways to provide that. So
I think there is a fundamental disagreement with what we consider
middle mile.

Mr. WALDEN. All right. Thank you all again for your participa-
tion.

I now turn to my friend and colleague from Colorado, Ms.
DeGette, for 5 minutes.

Ms. DEGETTE. Thank you very much, Mr. Chairman.

Mr. Smith, you said in Vermont the middle mile is not the issue;
it is really the last mile. But you are speaking for Vermont, right?

Mr. SMITH. I am——

Ms. DEGETTE. Yes.

Mr. SMITH [continuing]. Where I most know it. And I

Ms. DEGETTE. Where you most know. And here is the other thing
though, I mean, our concept is to get this broadband everywhere.
And so actually, the last mile providers benefit from the middle
mile, right?

Mr. SMITH. Well——

Ms. DEGETTE. If they build out the middle mile, then the last-
mile providers benefit from that, right?

Mr. SMITH. That is right

Ms. DEGETTE. And FairPoint, in fact, has been paid $7 million
as a vendor to these BTOP grantees, right?

Mr. SMITH. Say that again? I am sorry.

Ms. DEGETTE. FairPoint has been paid approximately $7 million
as a vendor to BTOP grantees?

Mr. SMITH. Yes, I am not familiar with that number but I will
look.

Ms. DEGETTE. But they have been paid money. I mean, they
have benefited from some of this federal money, right?

Mr. SMITH. I am sure that we have had middle-mile participants
giving money to FairPoint for some services.

Ms. DEGETTE. Vermont Telecommunications Authority, right?

Mr. SMITH. Oh, I see what you are saying.

Ms. DEGETTE. Yes.

Mr. SmriTH. OK. OK.

Ms. DEGETTE. Yes.

Mr. SMITH. Vermont Telecommunications Authority has——

Ms. DEGETTE. And Vermont Telephone Company, right?

Mr. SMITH. Vermont Telephone Company.

Ms. DEGETTE. ION NewCo and Maine Fiber, you have got money
from them, right?

Mr. SMITH. Let me just go back, Congresswoman, to sort of go
from there. We have got money to build last-mile

Ms. DEGETTE. Right.

Mr. SMITH [continuing]. From the VTA.

Ms. DEGETTE. Right.

Mr. SMITH. Absolutely.

Ms. DEGETTE. Right.

Mr. SmiTH. OK.

Ms. DEGETTE. And that is some of this federal money. They are
getting the federal money and then they are giving it to——

Mr. SMITH. In the case of the VTA, I believe it is all state money.
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Ms. DEGETTE. OK. Well, we can check that out. But, you know,
the whole point is we are trying to get broadband to everybody,
right, Mr. Abraham?

Mr. ABRAHAM. Yes.

Ms. DEGETTE. I mean, it doesn’t help you if you have the last
mile if you don’t have the middle.

Mr. ABRAHAM. That is right.

Ms. DEGETTE. You need it all, right? And also you, too, Mr.
Freddoso, right?

Mr. FREDDOSO. Right, Ms. DeGette. I think the leap we have to
take care here is that you are looking at a critical infrastructure
now. So you have got to look at it from both perspectives. The last
mile in a lot of rural areas is going to move towards wireless.

Ms. DEGETTE. Right.

Mr. FREDDOSO. Wireless needs to find fiber as quickly as possible
for backhaul traffic.

Ms. DEGETTE. Right.

Mr. FREDDOSO. Our providers in North Carolina have told us
that their deployments into rural areas like some of the eastern
parts of the State that Congresswoman Ellmers represents is going
to be 4G LTE or WiMAX or Wi-Fi. There is not enough middle-mile
fiber right now along specific routes in the area. We did this
verification because we were trying to serve schools

Ms. DEGETTE. Right.

Mr. FREDDOSO [continuing]. That take that backhaul traffic.

Ms. DEGETTE. OK.

Mr. FREDDOSO. The second piece of this is that it is critical infra-
structure.

Ms. DEGETTE. Yes. Right.

Mr. FREDDOSO. And you are not going to run a hospital that you
are putting on healthcare information exchange or telehealth on
one single fiber connection to that hospital.

Ms. DEGETTE. Right.

Mr. FREDDOSO. And that is what the middle-mile serves directly.

Ms. DEGETTE. Right.

Mr. FREDDO0SO. So you need multiple paths.

Ms. DEGETTE. And you know something else I was thinking
about while I was sitting here, Mr. Kirchhof, in looking at your
map is, you know, the whole purpose of these BTOP and BIP pro-
grams was so that we could build out these systems but then they
wouldn’t be dependent on federal dollars for the rest of their exist-
ence. And so in doing that, I suppose you would have to have some
kind of business model. Otherwise, to do these 5 percent that aren’t
built out right now, then you would have to just subsidize them in-
definitely. Do you understand? Does that make sense to you?

Mr. KiRCHHOF. Thank you, Congresswoman. I do understand, but
I guess what I would be concerned about is, we agree with Sec-
retary Strickling on the 50,000 foot level

Ms. DEGETTE. Right.

Mr. KIRCHHOF [continuing]. Of what we are all trying to do.

Ms. DEGETTE. Right.

Mr. KiRcHHOF. But when it came down to what is being done in
Colorado, we believe you should have done an area-by-area assess-
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ment to look at what the needs were. Are they middle mile? Are
they the last mile?

Ms. DEGETTE. Right.

Mr. KirRCHHOF. Instead, what we believe has happened is the
goal ended up to be to build a statewide network for the govern-
ment to be in the telecom business for the long haul instead of re-
inforcing or using existing facilities. So if the goal is to build a sus-
tainable model for the government to be in the telecom business,
then I think that what they are doing is probably accurate. But if
it was to come in and provide broadband to unserved and under-
served areas, I don’t believe that is what they have done.

Ms. DEGETTE. Right. I mean, I don’t know. I am not here to de-
fend anybody. But what I am hearing is that EAGLE—Net is trying
to get contracts for some of the existing company and access some
of the existing fiber so that they can build out into some of these
underserved areas. And I think what we might have here—I was
talking to the Chairman about this—is we really do need to all sit
down. And I will make the same offer to you that I made to the
previous witness, which is if I can do something with Mr. Gardner
to sit down and try to sort this all out, you know, we are happy
to sit down and do it.

We actually had delegation breakfast yesterday morning where
we all sat down and said, you know, people be surprised of how we
can work together in a bipartisan way in our delegation because we
don’t want to see private, you know, telecom companies being hurt
by this government program. But on the other hand, we all have
an interest in having this be built out to communities like Mr.
Abraham’s and Mr. Freddoso’s. I think you would agree with that,
too.

Mr. KiRCHHOF. I do, thank you, Congresswoman.

Ms. DEGETTE. Thank you.

Mr. GARDNER. [Presiding] The gentlelady’s time has expired.

And I will yield myself 5 minutes. To Mr. Smith and Mr.
Kirchhof, I mentioned to Mr. Padalino the question about whether
or not you have concerns or know of concerns in the industry about
the ability to repay RUS loans if competition by government-backed
BTOP programs were to interfere with their business model. Are
there concerns, Mr. Kirchhof, that you have heard of, know about?

Mr. KiRCHHOF. Yes, thank you, Mr. Gardner. I think what we
are concerned about is that what is being proposed as middle mile
is actually putting fiber facilities directly to an end-user customer
and then encouraging that customer to leave member’s network
and to go with EAGLE—Net. As you know, because of where you
live, the larger government institutions—schools, community an-
chor institutions—provide a source of revenue to those companies
today. And so if you remove that revenue—and yes, Mr. Strickling
said that we are not providing to residents and businesses—that is
true—but those are also the high-cost, low-revenue customers. So
the community anchor institutions are a very important part of our
financing. So depending on if a company lost a number of those, it
could hurt them financially.

Mr. GARDNER. So let me follow up with that, too, because I think
you bring up an interesting point. If an anchor institution like a
school or library bought more bandwidth or was provided with
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more bandwidth than they needed, could they turn around then
and sell that excess bandwidth?

Mr. KiRCHHOF. In our belief, yes. And in fact I have stated in my
testimony that, in fact, we think that they are subsidizing potential
new competitors to come into the market. And in many cases we
want that. I understand that. But in rural communities, as I said
before, there is a limited amount of revenue to support a limited
amount of networks to be built there.

Mr. GARDNER. Mr. Kirchhof, do you believe that there is over-
build in Colorado?

Mr. KiRCHHOF. My members do definitely believe that. When
EAGLE-Net is laying fiber literally right next to the existing fiber
optics, we believe that is an overbuild.

Mr. GARDNER. Mr. Smith?

Mr. SMmITH. I definitely believe there is an overbuild in Vermont
and I believe there is an overbuild in New Hampshire and I believe
there is an overbuild in Maine, although I am primarily con-
centrated on Vermont.

Mr. GARDNER. And Mr. Kirchhof, going back to you, have the
terms of the House Joint Resolution in Colorado been met? Do you
believe it was focused on unserved and underserved areas and not
in competition with the private sector? Has that been adhered to?

Mr. KiRcHHOF. No, I do not believe that, particularly the section
you highlighted earlier.

Mr. GARDNER. And a couple of other questions that I have for
you relating to today’s testimony, following up on that statement,
EAGLE-Net clearly has gone beyond its mission at that point.
Would you agree?

Mr. KIRCHHOF. Yes.

Mr. GARDNER. And are there areas of the State that still need
fiber in the ground where EAGLE—Net has not gone?

Mr. KiRcHHOF. Well, from our understanding—and they have
made changes to their network—but we believe that the western
slope, while there may be some service coming from EAGLE-Net,
there is certainly not going to be as much as there is on the eastern
plains.

bll\/Ig GARDNER. Do you think that their business model is sustain-
able?

hMr. KiRCHHOF. I don’t know. I don’t have any ability to know
that.

Mr. GARDNER. I understand.

Mr. KiRCHHOF. But having said that, you know, our companies
have been in business for decades and we struggle occasionally and
we require subsidies from you to make that work. So I don’t know
how you can sustain that model going forward.

Mr. GARDNER. And in the testimony that Mr. Strickling pre-
sented, he talked about how—you have also mention this in your
testimony—were supportive of EAGLE—Net’s efforts. But there was
an element almost of sour grapes that was trying to be implied in
terms of the opposition and concerns with EAGLE-Net today over
the grant. But as I believe, you were bidding on apples and or-
anges. Is that correct?

Mr. KircHHOF. Well, I would say I did take exception to the fact
that it does sound like it is sour grapes. But we have been trying
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for 3 years to work with EAGLE—Net to get something done. There
was an RFP that was submitted by a group of northeast Colorado
companies that was rejected. I don’t know the reason. I heard
today it was financial reasons, but I don’t know if that was the only
reason that was out there.

Mr. GARDNER. Some of the letters that I have received, and I
don’t know if you have had a chance to see them or not, but they
were submitted for the record, one talking about Blanca, others
talking about PC Telecom where they said they were trying to
work with NTIA trying to convince them that, hey, if you use this
infrastructure, we could save you $20 million, I think, was the
Blanca letter where they said we could save $20 million if you use
this infrastructure, but they never received a response. Do you be-
lieve that money was wasted by and through the overbuild?

Mr. KiRCHHOF. I can’t speak to the savings that those companies
are suggesting, but I really believe that there were opportunities
for more efficiencies, to be able to take that money then and spend
it where it is really needed.

Mr. GARDNER. I see that my time has expired. The gentleman
from Vermont is recognized for 5 minutes.

Mr. WELCH. Thank you very much, Mr. Chairman.

Mr. Smith, thank you so much for coming and it is good to have
you here.

Many of us on this panel do represent rural areas. And this is
an open-ended question. Would you have suggestions for this panel
about what policies the Federal Government could pursue that
would be best helpful in deploying a full range of broadband to our
rural areas?

Mr. SMITH. I do, Congressman. I think, you know, in retrospect
looking at how this program rolled out, I don’t think there was
enough emphasis on the last mile. You know, in our State and in
other States, particularly in northern New England, the middle
mile isn’t the issue. I understand there are other States where the
middle mile maybe the issue. There is plenty of competition in the
middle mile. In fact, there is a lot of competition going to the very
anchor institutions that we talked about. So putting on a govern-
ment-funded middle-mile program in those sort of States makes no
sense at all because what you are doing is just undercutting the
private investment.

We have invested $200 million in northern New England—in
Maine, New Hampshire, and Vermont. You undercut that invest-
ment. So what I would say is, particularly in areas where we are
familiar with, concentrate on the last mile. And——

Mr. WELCH. So is it your thought that policy would be helpful
whether it was our district in Vermont or Ms. Ellmers’ district
where she is in eastern—you are applying this generally to rural
areas?

Mr. SMITH. Right. And Congressman, I think that is where the
downfall the program lies because there are different needs in dif-
ferent places. And if I was going to give some advice, I would say
look at the regions in terms of what their specific needs are.

In our region, it is last mile. It is not middle mile; it is the last
mile. The other thing that I would do sort of, you know, now that
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everything is sort of out the door, I would monitor these programs
continuously in terms of what is being spent.

The third thing that I would do, is that any unspent money
needs to come back to the Treasury in terms of what happens. And
the fourth thing I would do is hold these entities to deadlines that
they have promised to obtain. So those are the sort of things off
the top of my head that I can think of.

Mr. WELCH. Well, thank you very much. Mr. Abraham and Mr.
Freddoso, we have heard the argument from some of the incumbent
broadband providers that there was no need for Recovery Act fund-
ing. They can’t compete with networks funded in part with public
dollars and BTOP recipients are overbuilding their networks. What
has been your experience with getting private investment for the
deployment of broadband in your communities?

Mr. ABRAHAM. When we started this project, we went to our pri-
vate providers and asked them to participate. My county commis-
sioner went with me and said, why don’t you let Bruce leverage
this money and help you get this? And they said we don’t really
want to mess with a government project. We have got plenty of in-
frastructure out there. And then I said, well, if you can’t do that,
could you show us where your infrastructure is? So well, no. I
mean, as an economic development guy, I would like to know
where the water and sewer lines are. And they said that was pro-
prietary information.

So when this started there was kind of wall between us and the
private providers. Since then, we have met with all of them and
talk about interconnections and working with them to get places
where they want to go because we have very robust network in the
areas where they don’t now, but——

Mr. WELCH. Mr. Freddoso, thank you.

Mr. FREDDOSO. Thank you, Mr. Welch. I think an important fact
to know is that we are a private nonprofit and we have been oper-
ating this network for 25 years. So we have built really good rela-
{:ionships with our private sector service providers in North Caro-
ina.

We had similar discussions to what Mr. Abraham had in Geor-
gia. But let me give you one example. We had to upgrade one
route, one connection between Rocky Mount and Greenville—part
of it touches Congresswoman Ellmers’ district. And we get a quote
of 5 times the price for 2 times the bandwidth. And the reason was
is that we lack fiber availability. The carrier lacked fiber avail-
ability.

So we took it upon ourselves to partner with them, figure out
where they had availability, lease from them as part of the BTOP
program, but then build in the gaps in the State so we could serve
these anchor institutions. And we serve all of K through 20 public
education. Their need is growing greatly. But this also now offers
North Carolina an opportunity to be a test bed for some these wire-
less technologies in the last mile, work with these private sector
service providers to make fiber available to them on attractive
terms to allow them to deploy these services in areas that they
couldn’t reach before.

So our stories are a bit different. I don’t know Colorado. I don’t
know Vermont. But I know that we did the diligence upfront to
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make certain that the overbuild was kept to a minimum to inter-
connect points.

Mr. WELCH. OK. Thank you. I yield back.

Mr. GARDNER. The gentleman yields back. The gentlelady from
North Carolina is recognized for 5 minutes.

Mrs. ELLMERS. Thank you, Mr. Chairman.

My question is for Mr. Freddoso, and I have been listening care-
fully to your testimony. My questioning is about the opinion from
the private sector that the middle-mile network has been overbuilt.
You just gave us information that you built a very strong relation-
ship with the private sector. With government-subsidized entities
there is an opportunity to pick lucrative places to serve rather than
build the underserved areas?

Mr. FREDDOSO. I would agree with Mr. Smith and Mr. Kirchhof.
There has to be some regional assessment, Congresswoman
Ellmers, of what is available in those areas. I believe that we are
entering a time, particularly for rural economic development and
for rural healthcare, that more than one path of fiber is going to
be needed into some rural communities.

Mrs. ELLMERS. Yes.

Mr. FREDDOSO. You are very familiar, obviously, with the
healthcare industry being a nurse. As we move more into tele-
health for critical areas that touches part of your district and the
healthcare providers that work, if we are doing telehealth over
thesle connections, I wouldn’t want one route of fiber into that hos-
pital.

Mrs. ELLMERS. Yes.

Mr. FREDDOSO. If we are delivering healthcare based on these
connections, it would be like saying I have one road in and out of
the hospital and if it is blocked by a car wreck——

Mrs. ELLMERS. Yes.

Mr. FREDDOSO [continuing]. I can’t get to the hospital. If I have
one path of fiber to a hospital and that gets cut, I don’t want
healthcare to stop in the hospital.

Mrs. ELLMERS.

Mr. FREDDOSO. I don’t want to healthcare to effectively stop. So
you have got to be smart about those things.

Mrs. ELLMERS. Right. So what I am hearing you say is that al-
though some may view overbuild in one instance, there may also
be a need for additional infrastructure.

Mr. FREDDOSO. Yes, exactly.

Mrs. ELLMERS. Now

Mr. FREDDOSO. Exactly. And you are familiar with the parts of
the State—one more example, and I am sorry.

Mrs. ELLMERS. Sure.

Mr. FREDDOSO. But you are familiar with the parts of the State
and Rutherfordton and Shelby——

Mrs. ELLMERS. Yes.

Mr. FREDDOSO [continuing]. That have attracted a lot of data
centers. Facebook is not going to build a data center in Ruther-
fordton, North Carolina, unless they have three or four paths of
fiber alternatives there. If they get one fiber cut and their data
goes down from that data center, it costs them literally millions of
dollars. They could build their own fiber and justify that based on
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the return on investment. So it has got to be a regional approach.
You have got to look at what the economic drivers and what the
education drivers are in those regions

Mrs. ELLMERS. Yes.

Mr. FREDDOSO [continuing]. And understand what the infrastruc-
ture is needed to serve those.

Mrs. ELLMERS. Yes. And you do agree that the underserved areas
should definitely be a focus as well?

Mr. FREDDOSO. Absolutely. And we had a requirement of the
grant that we had to terminate at least one endpoint on every seg-
ment that we built in underserved area.

Mrs. ELLMERS. Yes.

Mr. FREDDOSO. And we have done that in North Carolina
through the implementation.

Mrs. ELLMERS. OK. Mr. Kirchhof, would you agreed with some
of the comments that Mr. Freddoso has made in relation to your
geographical area?

Mr. FREDDOSO. Thank you, Congresswoman. Yes, I would. And
I am sitting here thinking that is the model that I wish we could
have used in Colorado to be quite frank because it sounds against
working very well.

Mrs. ELLMERS. Yes. Yes. Well, thank you. And I appreciate that.

Now, Mr. Freddoso, along this line of thinking, I know that in
your testimony you point out that you are 50 miles from completing
the 2,600 middle-mile network. Where are you now with subsidized
funding? Are you up and running and sustainable?

Mr. FREDDOSO. Oh, yes. We have operated the network, as you
know, Congresswoman for 25 years——

Mrs. ELLMERS. Yes.

Mr. FREDDOSO [continuing]. With the community anchor institu-
tions as our key constituents on the network. We can operate the
network, financially and fiscally, with those endpoints on the net-
work and keep prices relatively flat. We are depending on interest
in the fiber strands for commercial use in rural parts of the State
and we are seeing strong demand for those.

So, for example, wholesalers are coming to us and wanting to buy
fiber to supply a data center. Or they are wanting to buy fiber to
the tower in rural areas to deploy 4G LTE services——

Mrs. ELLMERS. Yes.

Mr. FREDDOSO [continuing]. Enhancing the broadband offerings
in those areas. So it is a large part of our sustainability plan to
close those deals, but we feel very confident will be able to have
a sustainable model for the long-term, serve those education and
healthcare institutions that we serve.

Mrs. ELLMERS. So in your opinion—and I have got 10 seconds
left—you will or will not need additional federal funds?

Mr. FREDDOSO. We will not need additional federal funds.

Mrs. ELLMERS. OK. Thank you, sir. And I yield back the remain-
der of my time.

Mr. GARDNER. The gentlelady yields back at this time. Seeing no
more questions, I want to thank the panel. I ask that the wit-
nesses

Ms. DEGETTE. Mr. Chairman, before

Mr. GARDNER. The gentlelady from Colorado?
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Ms. DEGETTE. I would ask unanimous consent to put into the
record some more letters that I was just handed regarding this
EAGLE-Net situation. I think they complete the record.

Mr. GARDNER. Without objection.

[The information appears at the conclusion of the hearing]

Ms. DEGETTE. Thank you.

Mr. GARDNER. And the members will have 10 days to submit ad-
ditional items for the record. And I want to thank the witnesses
for being here today.

And this meeting is adjourned.

[Whereupon, at 1:03 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

PREPARED STATEMENT OF HON. LEONARD LANCE

I thank our witness for joining us today and providing their respective insights
into the Broadband Technology Opportunities Program. Like many stimulus bill
programs I think the goals of the BTOP are laudable. Particularly in today’s infor-
mation based economy we should be finding ways to ensure that those who live in
the most rural communities have access to the true broadband internet connections.
More broadband access for Americans means more opportunities for professional de-
velopment and education.

Unfortunately, after reviewing the information provided to the subcommittee in
preparation for this hearing I am left with significant concerns about the true effi-
cacy and efficiency of the use of taxpayer funds under this program. It is true that
there are a number of success stories, instances where consumers who were truly
“un-served” by any commercial broadband provider now have access due to this pro-
gram. At the same time there seems to be a troubling amount of evidence of waste
and abuse under this program.

In particular, the numerous instances where BTOP grantees have overlapped ex-
isting broadband infrastructure rather than build out to new truly un-served areas
is disturbing to me. Each of these instances represents waste of hundreds of thou-
sands of taxpayer dollars. We have witnesses on our second panel today who will
talk about some specific and egregious cases and I have read a number of press re-
ports of others such as rural schools being connected to second or even third high
speed connections that they don’t need while other rural communities continue to
rely on dial up access only.

The funds the government uses to promote and expand broadband access right-
fully belong to all of our constituents and we must always act as responsible stew-
ards of that money. Allowing one commercial entity to overbuild another using tax-
payer funds, thereby putting the incumbent provider who built the network with ei-
ther private funds or loans, at a competitive disadvantage while at the same time
leaving other consumers in the dark is not being responsible with our constituents
money.

I am also concerned with some of the testimony provided by the Commerce De-
partment Inspector General’s Office and how it in some ways conflicts with the tes-
timony provided by the NTIA relating to how the projects that have received the
BTOP funds are coming along. The NTIA tells us that for the most part these
projects are moving along and meeting their markers for completing their projects
by the end of September. At the same time the Inspector General’s Office testimony
implies that a considerable number of these projects are woefully behind in using
the provided funding with only seven months left until the projects are meant to
be completed.

In conclusion, I will reiterate that while I find the goals of the BTOP to be laud-
able I am very concerned that the program, in reality, has not done the best job
possible in accomplishing its goals while at the same time living up the fiduciary
responsibilities of the federal government.

PREPARED STATEMENT OF HON. BRUCE L. BRALEY
I'm glad to see the Subcommittee tackling the issue of broadband expansion this

early in the Congress, because there is an important link between broadband expan-
sion and economic development. Providing access to broadband services around the
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country, and especially in rural areas, increases the strength of local economies and
improves the quality of life for American families. It’'s good for Congress to take a
look at the effectiveness of some of our broadband investments, and, even though
this hearing is focused on the Recovery Act, I hope we don’t lose sight of the broader
positive impacts of our ongoing investments in rural broadband, and the impact on
families, businesses and communities in rural areas.

There are many Iowa telecom companies that have had a long and successful his-
tory with the USDA Rural Utilities Service. RUS has done a great job in my home
state, under the leadership of our Rural Development Director Bill Menner, and
there are thousands of Iowans who now have broadband service thanks to RUS pro-
grams. In fact, many of these investments in Iowa and in other rural states are only
possible because of the public/private partnership between rural providers, RUS and
the Universal Service Fund.

For example, OmniTel Communications in Floyd County, Iowa, serves a number
of communities, including some very rural parts of North Iowa. Funds from the Re-
covery Act allowed them to replace old technology in some communities, and to
build fiber to higher cost, remote communities that were previously too far out for
broadband. Much of this area had no broadband, no video, and no other advanced
services. This is an example of an investment working, where it needs to work, and
thousands of Iowa families, businesses and students benefiting as a result.

Another successful RUS project was a $7 million loan for Interstate Communica-
tions in Truro, south of Des Moines, to extend fiber to exchanges in Truro, St.
Charles and St. Marys. The network expansion has helped the I-35 School District
and has developed a space that can be used to recruit a call center, and the jobs
to come with it, to St. Charles. This is a real example of economic development
thanks to these types of investments in rural broadband.

All of that said, I recognize that not everywhere is a success story. And it’s frus-
trating to see when loans or grants go where they aren’t needed, or are used in ways
that aren’t targeted, or are duplicative. The focus should be on the customer—those
families, students and businesses who are put at a competitive disadvantage be-
cause they don’t happen to live in a place that has affordable access to this type
of technology.

About 150,000 Iowans are still unserved. As we examine these needs, I'd be inter-
ested to hear about lessons learned that can be applied in the future. I would hope
we all agree on some of the goals: serving those areas that need broadband, and
doing it in a way that is using taxpayer money smartly and effectively. Thank you
to the witnesses for being here today, and I look forward to today’s testimony.
Thank you Mr. Chairman.
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Chairman Greg Walden
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Ranking Member Anna Eshoo
Subcommittee on Communications and Technology
U.S. House Committee on Energy and Commerce

Dear Chairman Walden, Ranking Member Eshoo, Members of the Subcommittee on
Communications and Technology:

The Schools, Health and Libraries Broadband Coalition {SHLB Coalition or “Shell-bee” Coalition)
respectfully submits the following views in support of the Broadband Technology Opportunities
Program {BTOP} and asks this statement to be entered into the record of the Subcommittee
hearing entitled “Is the Broadband Stimulus Working?” scheduled for Wednesday, February 27,
2013}

The SHLB Coalition is extremely pleased with the progress made by the BTOP program in
bringing affordable, open, high-capacity broadband services to community anchor institutions
across the country. Community anchor institutions are the “third leg of the stool” of an
economically vibrant community (along with business and residential users).’ Unfortunately,

! The SHLB Coalition is a broad-based coalition consisting of representatives of schools, health care
providers, libraries, private sector companies, for-profit and not-for-profit broadband providers, state
and national research and education (R&E) networks, municipalities, philanthropic foundations,
consumer organizations and others. All members of the SHLB Coalition share the common goal of
bringing affordable, open, high-capacity broadband to community anchor institutions {CAls) across the
United States. For more information, visit www.shib.org.

2 NTIA defines anchor institutions as “schools, libraries, medical and healthcare providers, public safety
entities, community colleges and other institutions of higher education, and other community support
organizations and entities.” http://www.ntia.doc.gov/legacy/broadbandgrants/guidance/Glossary 01-

29-10 v6.pdf.
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the needs of community anchor institutions for high-capacity bandwidth are often overlooked
or misunderstood. The BTOP program?® is wisely designed to address the shortage of high-
quality broadband services for community anchor institutions. Our members report that the
BTOP program is extending Middle Mile broadband infrastructure where it is needed, helping
consumers subscribe to broadband services, improving educational access to technology,
reducing the cost and increasing the quality of medical care, and providing millions of people
with high-speed Internet access who otherwise would not have it4

1. The Vast Majority of BTOP Projects Are Successfully Bringing High-Speed internet
Services to Underserved Communities.

The SHLB Coalition appreciates that the Subcommittee is exercising its responsibility to oversee
this federal program to ensure that it is meeting its objectives. Despite occasionally critical
press accounts, the real “story” about the BTOP program has been its great success. Almost all
the BTOP grants are successfully meeting the urgent broadband needs of anchor institutions
and their communities. Of the 233 grants that were initially awarded, 221 projects are
successfully nearing completion and bringing enormous benefits to 7,200 communities across
the country.® The BTOP program is in the process of connecting 20,000 community anchor
institutions with “future-proof” broadband capacity that will allow them to meet their demands
for high-speed, high-quality Internet connections for decades. Members of Congress should be
proud of the role they played in investing to improve America’s broadband infrastructure and
for enhancing America’s economic growth through broadband technologies and services.

2. The BTOP Infrastructure Grant Program Is An Essential Component of a
Comprehensive National Strategy to Improve the Nation’s Broadband Capabilities.

The BTOP infrastructure grant program is one piece of a comprehensive broadband strategy
enacted by Congress in 2009 to address the nation’s broadband deficiencies. This
comprehensive approach provided funding for broadband adoption, for public computer
centers, for state broadband mapping and planning, as well as for infrastructure deployment.

3 This statement focuses on the BTOP infrastructure grants, which are the focus of this hearing. it should
be noted, however, that the BTOP program also provided funding for Sustainable Broadband Adoption
projects, Public Computer Center projects, and broadband mapping and planning. By providing funding
for such a wide variety of broadband projects, the BTOP program reflects a balanced and comprehensive
approach to improving the nation’s broadband needs.

* Separate from the BTOP program, the Rural Utility Service {RUS) has funded $3.5 billion in BIP projects
that will bring broadband service to an additional 2.8 million households, reaching nearly 7 million
people, 360,000 businesses, and 30,000 anchor institutions across more than 300,000 square miles.

® “NTIA Administrator Strickling Delivers Remarks at the Brookings Institution on Broadband Technology
Opportunities Program,” Jan. 16, 2013, available at http://www.ntia.doc.gov/press-release/2013/ntia-
administrator-strickling-delivers-remarks-brookings-institution.
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The comprehensive package of programs accommodated the needs of many stakeholders in
the broadband ecosystem, including incumbent private sector companies primarily focused on
broadband adoption. In crafting this balanced approach, Congress also recognized that anchor
institutions deserve improved broadband connections whether they are located in urban,
suburban or rural areas of the country. Congress wisely decided that, if a hospital needs a fiber
connection for life-saving telemedicine services, or if a school or library needs fiber to provide
distance learning or job-training, it should not be denied such a connection because the
surrounding residential consumers have DSL service.®

3. The BTOP Program Wisely Recognizes that Community Anchor Institutions Require
Much More Bandwidth Than the 3-4 Mbps Standard That Was Set for Residential
Consumers.

Schools, libraries, community colleges, health clinics, museums, public media, and other CAls
are “multi-user environments” that may have 10 or 50 or 200 or more computers accessing the
Internet simultaneously and sharing the same broadband connection. A single individual
computer user at one of these institutions may need a 1.5 Mbps bandwidth simply to run a
distance learning class or a job-training video — if dozens of users are engaged in online
learning, testing, researching, creating content and engaging in on-line collaboration at the
same time, the CAl may need 100 Mbps or even more.

For this reason, the FCC’s National Broadband Plan Goal #4 said that community anchor
institutions in every community in the country should have 1 Gigabit per second (Gbps)
broadband service by the year 2020. This reflects the fact that anchor institutions’ demands for
enhanced Internet access are growing by leaps and bounds. For instance, a recent report
prepared by the Columbia Telecommunications Corp. of the broadband needs of community
anchor institutions in Kansas found that “the need for bandwidth by schools, libraries, and
hospitals is growing dramatically."7 K-12 schools in particular, are implementing “ubiquitous
computing” solutions that encourage students and teachers to have laptops, smartphones,
tablets and other mobile devices that they can use for on-line learning at all times of the day.

¢ The statutory language in Section 6001 of the American Recovery and Reinvestment Act (ARRA} does
not apply the terms “unserved” or “underserved” to the anchor institutions. These terms are used to
describe service to “consumers residing” in unserved or underserved areas in Section 6001{b){1) and
(b}{2), but are not used in the provisions that govern the deployment of broadband to anchor
institutions in sections (b)(3), (b}(4) or (b)}(5). In other words, the statutory language allows anchor
institutions in any geographic location of the country to receive funding for broadband connections,
whether or not the surrounding residential customers have broadband service.

7 Building the Broadband Future: The Communications Needs of Kansas Schools, Libraries, and Hospitals,
January 31, 2013, available at http://www.ctcnet.us/KansasCAINeeds.pdf.
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To give another example, the State Educational Technology Directors Association (SETDA)}
issued a report last year comparing the broadband available to schools with the broadband that
they need for the future.® SETDA recommends that schools have external Internet connections
to an Internet service provider of 100 Mbps for every 1,000 students and staff. These
recommendations increase in the 2017~18 school year to 1 Gbps for every 1,000 students and
teachers for external connections, and 10 Gbps for internal network connections, “in
anticipation of future technologies not yet conceived.” Indeed, online assessments entail large
numbers of students working online simultaneously—a function that simply cannot be
accommodated, even in a small school, over copper-based internet access.

A growing number of states are beginning to administer tests to their students online.
Beginning in 2014, the 46 states and the District of Columbia that have adopted the Common
Core State Standards will administer ‘next generation’ assessments almost exclusively online.”
These tests will require the transmission of high-definition videos and sound files
simultaneously, generating enormous demands for increased bandwidth.’

Several factors make community anchor institutions very different from residential users:

o First, the applications are increasingly bandwidth-intensive. Videoconferencing does
not just involve a single low-resolution video; next generation videoconferencing
involves simuitaneous graphics and presentations, involving multiple locations at once.

o Second, K-12 schools and libraries are increasingly using “cloud computing,” which
means that workstations need a strong enough broadband connection to access
material in the cloud. Coupled with cloud computing is a growing trend of adopting a
“thin client” approach which reduces the cost of the computer because information is
stored on the network rather than in the computer itself.

o Third, public access computers used by students and library patrons often share the
same broadband connection with teachers and staff of schools and libraries.

o Fourth, schools, libraries and public media centers typically offer free Wi-Fi, which is
used by students, patrons and other consumers when they bring their own devices
{smartphones, tablets, laptop computers, etc.}. These devices place additional
demands on the community anchor institutions’ broadband connection.

o Fifth, additional bandwidth must be provided for support and maintenance. All
computers now have a regular cycle of software patches, virus scanner updates, and
new feature additions. Because many community anchor institutions lack the human

8 Fox, et al., 2012, “The Broadband imperative: Recommendations to Address K~12 Education
Infrastructure Needs,” Washington D.C.: State Educational Technology Directors Association (SETDA).
http://www.setda.org/c/document library/get file?folderid=353&name=DLFE-1515.pdf.

®Jan Quillen, “Bandwidth Demands Rise as Schools Move to Common Core,” Education Week: Digital Directions,
October 17, 2012, Vol. 6. at 19-20. http://www.edweek.org/dd/articles/2012/10/17/01bandwidth h06.html.
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and financial resources to run caching servers and schedule updates to run during low
demand, these support and maintenance needs must often be incorporated during
normal business hours.

4. Concerns About “Overbuilding” to Anchor Institutions Are Misplaced.

There are several reasons why the concerns expressed about alleged “overbuilding” are
misplaced:

i. Community Anchor Institutions Need High-Quality Bandwidth.

Some observers allege that the BTOP program has improperly sponsored “overbuilding”
because the private sector networks already provide 3 or 4 Mbps service to anchor institutions.
This s like saying students do not need computers because they already have calculators. The
burgeoning use of broadband services by students, teachers and administrative staff at schools
and libraries is simply overwhelming existing broadband capacity. Community anchor
institutions must have very high-capacity and high-quality bandwidth to serve the educational,

medical and information needs of their communities.

Smartphones, tablets, laptop computers and desktop computers are increasingly being
integrated into classroom teaching and learning. Medical clinics need to transmit medical
images and patient records to specialists simultaneously. Libraries provide digital literacy
training to dozens of consumers to help promote broadband adoption. Some schools are
seeing their bandwidth demands increasing by 200% in a single year. In all these cases, the
community anchor institution will need substantially greater higher quality bandwidth than a
residential user because they often serve dozens, or even hundreds, of Internet-connected
devices simultaneously.

il Community Anchor Institutions Need Affordable Rates.

Even where fiber may be available in the community, it may not be accessible if the provider is
charging rates that are beyond the community anchor institutions’ budget. Schools, libraries,
medical clinics have suffered extreme budget reductions over the past few years, and they
often cannot afford to pay the rates offered by the incumbent provider. BTOP grant recipients
are often able to provide fiber-based services to community anchor institutions at rates that are
substantially less than those of the incumbent provider.

5|Page



170

Wil Community Anchor Institutions Need the Fiber Connection at their Specific
Location.

Even if an incumbent provider may have a fiber optic cable deployed somewhere in the
community, it may not serve the needs of the anchor institution unless there is a way to
connect directly to that fiber. If, for instance, the existing fiber cable is located in the city
business district, across town, or is inaccessible, providing funding to a new fiber deployment
project may be the only way to serve that community anchor institution.

iv. Community Anchor Institutions Sometimes Need Route Diversity.

Some community anchor institutions, particularly those involved with public safety, need
multiple fiber connections from a diversity of suppliers to ensure that they have adequate
Internet connectivity in times of natural disaster, terrorist attacks or other emergency
situations.

v. Community Anchor institutions Need Higher-Quality Internet Connections than
Residential.

Because of their role in providing essential services to their communities, anchor institutions
require higher-quality bandwidth than typically demanded by residential users. The BTOP
program wisely funds networks that have extremely low latency and low packet-loss.

vi, The 3 Mbps/4 Mbps Standard was Designed for Residential Consumers, not
Community Anchor Institutions.

Arguing that a community anchor institution is already “served” if it has 3 or 4 Mbps service not
only misunderstands the typical broadband needs of anchor institutions, it also misunderstands
the origins of the FCC’s standard of measurement. The FCC established the 3 Mbps {download)
and 768 kbps (upload) as the minimum standard for residential consumers, not for CAls. In
2011, the FCC stated:

Since the 3 Mbps/768 kbps benchmark was calculated with household usage in mind, it
is likely that such a level of connectivity is insufficient for an entire school, which may
have dozens, hundreds, or even thousands of students seeking to use the school’s
broadband connection simultaneously.*®

10 2011 Seventh Broadband Progress Report, 26 FCC Red at 8036-37, para. 56.
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vii.  Community Anchor Institutions Often Have Difficulty Obtaining the Bandwidth
They Need.

Despite their needs for high-capacity, high-quality bandwidth, community anchor institutions
often have difficulty obtaining it. For instance, the FCC's 2011 survey of E-Rate institutions
revealed as many as 80 percent of E-Rate recipients said that their broadband connections do
not fully meet their needs, and 78 percent of recipients say that they need additional
bandwidth.* The survey results suggest that E-Rate recipients face challenges when trying to
provide students higher-bandwidth applications. Furthermore, when NTIA released the
National Broadband Map, it found that community anchor institutions were “largely unserved”

and that two-thirds of surveyed schools and 96% of libraries subscribe to speeds slower than 25 Mbps.”

Ever since the demand for broadband services began about a decade ago, the private sector
has had an opportunity to fulfill the demands of community anchor institutions for higher
quality bandwidth. Many private sector companies have done so, providing fiber and coaxial
cable services to thousands of anchor institutions across the country. Unfortunately, in many
other cases, the private sector decided that there was no business case to deploy high-capacity
bandwidth. To its credit, the BTOP program has filled the gaps in broadband facilities to
thousands of anchor institutions that were not otherwise able to obtain them.

5. The BTOP Program is a Cost-Effective Investment in America’s Future.

The BTOP program is a cost-effective investment in improving America’s broadband capabilities
and economic growth. Rather than funding the build-out of Last Mile facilities to connect
homes and businesses, the BTOP program focuses on providing Middle Mile capacity to anchor
institutions and the community. This maximizes the number of communities that will benefit
from having a high-capacity broadband “pipe” available. The fiber optic networks being
deployed under the program are “scalable” {additional capacity can be provided simply by
changing the electronics at either end of the fiber “pipe” or “lighting up” dark fiber strands),
which means they will be able to accommodate growing Internet traffic needs for decades into
the future.

Furthermore, the BTOP program also wisely includes an interconnection requirement that is
designed to stimulate greater broadband deployment by the private sector and other providers.
This open interconnection obligation is consistent with the "comprehensive community™
approach to ensure that these public investments in broadband networks meet local needs and

' 2010 E-Rate Program and Broadband Usage Survey: Report, Federal Communications Commission,
Wireline Competition Bureau, DA 10-2414, released lan. 6, 2011, available at www.fcc.gov.

2 http://www.ntia.doc.gov/press-releases/2011/commerce%C3%A2%E2%82%ACKHE2%84%A2s-ntia-unveils-
national-broadband-map-and-new-broadband-adoption-survey
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interests. By encouraging and enabling community anchor institutions to share high-capacity
broadband network assets, the program leverages local community investments to benefit
more than one public purpose.

6. The BTOP Program Addresses only a Fraction of the Need for More Bandwidth.

According to some estimates there are 200,000 to 350,000 community anchor institutions™
nationwide. It is estimated that the broadband networks built with BTOP funding will
eventually connect 20,000 or more community anchor institutions.”* While this is significant,
this will address only about 10% of all the anchor institutions across the country. NTIA has
already acknowledged that the program will only connect 10% of all K-12 schools in the

cou ntry.15 Thus, even after the current BTOP program completes its network build-out, the
majority of communities across the country will still be in need of a high-capacity Middle Mile
network serving the needs of community anchor institutions.

Respectfully Submitted,

John Windhausen, Ir.

Executive Director

Schools, Health and Libraries Broadband {SHLB) Coalition
jwindhausen@shib.org

{202) 256-9616

¥ The National Broadband Plan web site estimates 328,000 Community Anchor Institutions, although
the number of libraries cited {22,165} is higher than the ALA estimates of slightly less than 17,000. See,
http://www.broadbandmap.gov/summarize/nationwide. Internet2 estimates the number of anchor
institutions at approximately 200,000. See,

http://fiailfoss. fec.gov/ecfs/document/view?id=7021700239.

1 http://www.ntia.doc.gov/press-release/2013/ntia-administrator-strickling-delivers-remarks-
brookings-institution. (“Our grantees are in the process of connecting more than 20,000 community
anchor institutions in 5,100 communities.”}

B id. {“For schools, our program will bring 100 megabits per second service tc less than 10 percent of
the nation’s K-12 schools. Another 30 percent, it is estimated, already receive broadband service at the
speeds recommended by the school technology directors association. That leaves around 60 percent of
our schools still needing upgrades in order to deliver the quality of education that our students need in
the 21% century.”)
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Why a one-room West Virginia library runs a
$20,000 Cisco router

Cisco, West Virginia wasted $5M on enterprise-class gear.

by Nate Anderson- Feb 25 2013, 6:40pm EST

Yes, this library has a Cisco 3945 router.

Marmet, West Virginia is a town of 1,500 people living in a thin ribbon along the banks of the
Kanawha River just below Charleston. The town’s public library is only open Thursdays, Fridays, and
Saturdays. It's housed in a small building the size of a trailer, which the state of West Virginia
describes as an "extremely small facility with only one Internet connection.” Which is why it's such a
surprise to learn the Marmet Public Library runs this connection through a $15,000 to $20,000 Cisco
3945 router infended for "mid-size {o large deployments," according to Cisco.

In an absolutely scathing report (PDF) just released by the state's legislative auditor, West Virginia

officials are accused of overspending at least $5 million of federal money on such routers, installed
indiscriminately in both large institutions and one-room fibraries across the state. The routers were

purchased without ever asking the state’s libraries, cops, and schools what they needed. And when
distributed, the expensive routers were passed out without much apparent care. The small town of

Clay received seven of them to serve a total population of 491 people... and all seven routers were
installed within only .44 miles of each other at a total cost of more than $100,000.
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In total, $24 million was spent on the routers through a not-very-open bidding process under which
non-Cisco router manufacturers such as Juniper and Alcatel-Lucent were not "given notice or any
opportunity to bid." As for Cisco, which helped put the massive package together, the legislative
auditor concluded that the company "had a moral responsibility to propose a plan which reasonably
complied with Cisco's own engineering standards" but that instead "Cisco representatives showed a
wanton indifference to the interests of the public in recommending using $24 million of public funds
to purchase 1,164 Cisco model 3945 branch routers.”

In other words, the project has been a stellar example of what not to do and how notto do it.

Clay, WV, a tiny outpost among the mountains, has 7 Cisco 3945 routers within .44 miles of each
other.

A million here, a million there

The routers in question were purchased as part of a much larger grant from the Broadband
Technology Opportunities Program (BTOP), which passed out several billion dollars to help upgrade
broadband networks across America as part of President Obama'’s initial stimulus package in 2009.
West Virginia's cash was meant to wire up the many "community anchor institutions” such as
libraries, schools, police, and hospitals across the state with Internet access delivered over fiber-
optic lines. As part of the project, the state also had to purchase some sort of router for each
institution. Instead of "right-sizing” the routers for their intended destinations, the state group of
officials charged with implementing the grant decided they would make things easy by purchasing
the exact same router and installing it everywhere, even in the most rural locations they planned to
reach.
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This became controversial in 2012 when local newspapers brought the issue to light and questioned
whether the state had not just been boondoggled. The Charleston Gazette noted an official in the
state's Office of Technology had actually e-mailed his colleagues to say "this equipment may be
grossly oversized for several of the facilities in which it is currently slated to be installed” but that the
warning was not heeded. The issue quickly escalated to Congress, where officials from the
executive branch were grilled about the West Virginia situation and whether the federal government
had exercised enough oversight of the project.

The state of West Virginia has now weighed in with its own report on the routers, and it makes for
mind-boggling reading. Consider, for instance, how routers were purchased for the state police.
When the West Virginia State Police purchased their own routers a few years earlier, they chose
Cisco model 2xxx machines at a cost of only $5,000 or so apiece, with only a single Cisco 3xxx
model purchased for the largest deployment. In 2010, when the state received its grant money, no
one asked the State Police what they wanted or needed; indeed, the police were "never contacted”
at all by the Grant Implementation Team. (This was a widespread problem; the report notes no
capacity or user needs surveys were ever done before the money was spent). Instead, the team
simply ordered 77 Cisco 3945 routers at a cost of $20,661 apiece—that's one $20,000 router for
every 13.7 state police employees—and sent them off to the police. (Each router can handle several
hundred concurrent users.)

Had the Grant Implementation Team replaced 70 of these routers with the cheaper model, the state
could have saved $1.4 million. And that's assuming that the routers were even needed to begin
with—in many cases, they were not.

Such cost savings could have been found all over the state. Nearly all of the West Virginia's 172
libraries could have saved $16,000 per router, saving the state $2.8 million more. Many of the state's
public schools are likewise small institutions that could have easily used smaller routers and saved
another $3.68 million. In total, another $5+ million could have been spent on tech that was actually
useful for the state's residents.

What was the grant team thinking?
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Cisco's 3800 series of routers.
Cisco

How it happened

The state Office of Technology contends the massive routers might save the state money in the long
run by supporting cheap VolIP systems instead of standard telephone lines. But the legislative
auditor notes that each of the 3945 routers can handle 700 to 1,200 VolP lines, which means that
the 1,164 routers purchased by the state could support up to 1.39 million lines. As the auditor's
report dryly notes, only a single library in the entire state has more than eight phone lines; most have
one or two. (None use a VolP system anyway.)

ironically, the routers can't even be used for VolP in some key cases. The state police already have
a VolP-based phone system, but the new 3945 series routers did not come with "the appropriate
Cisco VolP modules” to work with the system. The state now has to spend another $84,768 to
purchase those modules; without them, the state police can't use the routers, only two of which are
actually installed and operating. (For those keeping score at home, this means that 75 $20,000
routers are depreciating in a state police warehouse somewhere in West Virginia.)

The report also lays a good deal of blame on Cisce and on the company's engineer for the project.
The engineer told the auditor he was simply following the state's instructions, which required him to
spec out a proposal using only routers with "internal dual power supplies"—hence the 3945s. As the
auditor dug into the story, demanding to know when this exact request was made, the Cisco
engineer said it originated with the state Department of Education. But the engineer was "unable to
provide the legislative auditor with any e-mails or other documentation” to this effect.

The auditor began digging, speaking to many people in West Virginia state government who had
been involved with the project. The Department of Education told him that it "did not request or
require that the routers for the state's schools have internal dual power supplies. Education would
not have made this requirement because unless a school has two power sources the feature of dual
power supplies would have no use.” A network engineer for the Department of Education confirmed
that he had not requested such a feature.

So the auditor went to the state's Office of Technology, which was also involved in the project. An
employee there said that dual power supplies had come up, but only for "24/7/365 locations such as
regional jails and DHHR state hospitals.” VolP support was discussed "but not required,” he added,
and he concluded by saying, "It was never implied to put each feature in all routers.”

Cisco defended itself by saying it had drawn up a complete spreadsheet of its proposed bid, and the
state had reviewed it. If it didn't need or want these features, or if it thought the routers were too
large, it should have said so.

The legistative auditor was also apparently quite peeved by this entire investigation. The auditor's
office sent off a fairly testy e-mail to Cisco noting that the 3945 routers were not appropriate for most
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West Virginia deployments—even according to Cisco's own literature. "l would appreciate an
explanation as to why you believe the 3945 routers are not oversized and misconfigured for
hundreds of locations,” the auditor concluded, "and, thus, a significant over expenditure of millions of
doliars for Cisco equipment.” The Cisco rep responded the state had reviewed his spreadsheets and
not objected and that the 3945s were large enough to allow for future expansion.

The auditor then asked the legislature's own tech team what they used. The West Virginia legislature
at peak times can have over 600 internal users and numerous guests accessing "multiple Web
servers, up to eight simultaneous live audioc webcasts, multiple SQL servers, and multiple Google
search appliances located in the Legislature's server farms.” Despite all this, the legislature doesn't
even use a router but instead runs a cheaper Cisco switch... and it has never exceeded capacity.

The auditor asked one of the legislature's network specialists if he would even want a 3945 router;
the man said no because "it greatly exceeds the Legislature's needs.” And yet somehow more than
1,000 of them had been sent to the very furthest, most rural corners of the state.

Debarment

The report finds plenty of blame to go around. The ultimate cause of the fiasco, it says, was the fact
the grant implementers did not conduct a capacity or use study before spending $24 million. They
also used a "legally unauthorized purchasing process” to buy the routers, which resulted in only
modest competition for the bid. Finally, Cisco is accused of knowingly selling the state larger routers
than it needed and of showing a "wanton indifference to the interests of the public.”

Getting any of the money back seems unlikely at this point, but the legislative auditor does have one
solid recommendation to make. The State Purchasing division should determine whether Cisco's
actions in this matter fall afoul of section 5A-3-33d of the West Virginia Code, and whether the
company should be barred from bidding on future projects.

Cisco tells Ars "the criticism of the State is misplaced and fails to recognize the forward-looking
nature of their vision. The positive impact of broadband infrastructure on education, job creation, and
economic development is well established, and we are committed to working with the State to realize
these benefits for the people of West Virginia now and into the future.”

As for that $5+ million the state could have saved, it would have paid for 104 additional miles of fiber.
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February 26, 2013

Chairman Greg Walden
Subcommittee on Communications and Technology
Committee on Energy and Commerce

Ranking Member Anna Eshoo
Subcommittee on Communications and Technology
Committee on Energy and Commerce

RE:  Is the Broadband Stimulus Working?

Dear Chairman Waiden, Ranking Member Eshoo, Members of the Subcommittee on Communications
and Technology:

The National Association of Telecommunications Officers and Advisors (NATOA)' has long
advocated for increased broadband deployment and adoption. We believe that increased access to
affordable, high-speed broadband is essential to spur economic growth and development, improve the
educational opportunities and experiences for our children, and provide badly needed telemedicine
services to all Americans. But as we have seen, the private sector is not always willing or able to provide
these services to all parts of our country due to financial or other logistical considerations. This is why
our association has repeatedly expressed our support for the BTOP and BIP programs.

One of the BTOP projects being looked at by this Subcommittee at its scheduled February 27,
2013 hearing is the Colorado-based EAGLE-Net project. Attached is an October 23, 2012 letter NATOA,
along with the Benton Foundation, sent to Assistant Secretary Larry Strickling in support of this project.
What we said then is just as relevant today — we urge that the aggressive public relations campaign waged
against this and other BTOP and BIP projects not serve to diminish the important job-creating,
competition-enhancing accomplishments of these vital programs that are bringing advanced
communications services to our schools, libraries and other anchor institutions across our nation.

Sincerely,
=7
Steve Traylor

Executive Director

I NATOA is the national association that represents the communications needs and

interests of local governments, and those who advise local governments. NATOA’s membership
includes local government officials and staff members from across the nation whose

responsibility is to advise and implement telecommunications policy for the nation’s local
governments. These responsibilities range from cable franchising, rights-of-way management

and government access programming to information technologies and Institutional Network (INet)
planning and management.
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BENTON

FOUNDATION

Qctober 23, 2012

Lawrence E. Strickling

Assistant Secretary for Communications and Information

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

1401 Constitution Ave.,, NW

Washington, D.C. 20230-0002

Dear Assistant Secretary Strickling:

We write in regard to the EAGLE-Net project—the important middle-mile statewide Colorado
fiber initiative that was funded by NTIA under BTOP. The EAGLE -Net program and model are
exemplary, and exactly the kind of project that our members and stakeholders support as
furthering the public interest in communications. EAGLE-Net plans to create a statewide fiber
infrastructure with a combination of newly constructed fiber optics and leased fiber (where such
fiber is available on the market).

EAGLE-Net’s network will reach every school district in Colorado and, in partnership with local
providers, will have the potential to reach every school and library in Colorado. Its planned
infrastructure reaches into the most rural, mountainous, hard-to-reach parts of the state. As a
result of these partnerships and the new fiber, schools and libraries in Colorado will have access
to high-bandwidth fiber-based services at prices that reflect that the network is connected to the
Internet backbone, removing the pricing disparity so often faced by rural areas relative to urban
and suburban areas because of their distance from an Internet point of presence, such as that in
Denver.

At the same time as delivering this tremendous capacity to community anchor institutions,
EAGLE-Net will provide non-discriminatory, open access to any and all qualified private sector
providers who choose to use its infrastructure—thus bridging, for the commercial sector, that
same divide that currently exists between suburban and urban areas on the one hand, and rural
areas on the other. The emergence of a fiber-based competitive market on those routes will open
up rural markets and enable cost-effective access to those markets for private entities that wish to
serve residential and small business customers.

We understand that there has been significant opposition to this new fiber, and to the potential
for competition in underserved rural areas. We also understand that a range of allegations have
been made about the management of the project. In this regard, we have great confidence that
NTIA—which has done an exemplary job of creating and overseeing BTOP—has more than
adequately overseen the EAGLE-Net project. And for that reason, we are quite dubious about
wild allegations made by self-interested parties that oppose EAGLE-Net.
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October 23, 2013
Page 2

We certainly hope that the aggressive public relations campaign that has been mounted by
EAGLE-Net’s opponents does not serve to put this important job-creating, competition-
enhancing network at risk—thereby depriving the school children, hbrary users, and rural
residents of Colorado of such a significant investment in their future.

We note, too, that if this opposition to EAGLE-Net is allowed to succeed, the precedent that
would be set could have the effect of putting at risk similar initiatives throughout the country
(funded by BTOP or otherwise) by inviting similar anti-competition campaigns.

We thank you and your staff for the efforts made over the past few years to use BTOP to enable

the potential of broadband in rural America.

Sincerely,

W Lo,
Steve Traylor Charles Benton
Executive Director, NATOA Chairman, Benton Foundation

ce: Governor John Hickenlooper
Senator Mark Udall
Senator Michael Bennet
Representative Diana DeGette
Representative Jared Polis
Representative Scott Tipton
Representative Cory Gardner
Representative Doug Lamborn
Representative Mike Coffman
Representative Ed Perlmutter
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Waste Is Seen in Program to Give Internet Access
to Rural U.S.

By EDWARD WYATT

AGATE, Colo. — The bank is gone from this once-thriving ranching and farming community on
Colorado’s windblown eastern plain, as are the dairies, the hotel and the Union Pacific depot. The post
office remains, at the corner of Main Street and First Avenue, the intersection of the town’s two paved

streets.

There is not much that is modern in Agate, except at the 11-student elementary school, whieh has three
high-speed fiber optic Internet connections — more than nearly every school in Denver, 70 miles to the
west, and, for that matter, just about any school in the country. And it is something, the school says, that it

doesn’t need.

The latest chapter in Agate’s recent broadband boom came thanks to the $4 billion Broadband
Technology Opportunities Program, part of the Obama administration’s 2009 economic stimulus effort.
The aim of the grant program is to extend high-speed Internet access to parts of the country that had little

or none of it because private companies said it was too expensive to build.

“These investments have the potential to reshape our nation,” said Lawrence E. Strickling, an assistant
commerce secretary and the administrator of the National Telecommunications and Information
Administration, which runs the federal grant program. “We know that Americans who don’t have access
to the Internet are increasingly cut off from job opportunities, education resources, health care

information and even government services.”

But local phone companies have complained about waste or unfair competition, like using some of the
grants to build fiber networks where they already exist — including, in Colorado, in the easily accessible

eastern plains that include Agate — rather than where they are most needed, in rural mountain towns.

Nationally, $594 million in spending has been temporarily or permanently halted, 14 percent of the
overall program, and the Commerce Department’s inspector general has raised questions about the

program’s ability to adequately monitor spending of the more than 230 grants.

In Hlinois, for example, a $12 million broadband grant was sanctioned when a subcontractor was caught

routing fiber optic cable through neighborhoods where its project engineers lived. A $39 million grant in
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Arizona was suspended over questionable expenditures on travel, transactions that appeared to involve

conflicts of interest and other unbudgeted activities.

Broadband grants in Alabama and Louisiana, totaling $140 million, were terminated over undocumented
expenditures and failure to adhere to construction plans and schedules. Four other grants, worth $42

million, returned the money before even getting off the ground.

Here in Agate, two high-speed connections already existed in the school, which had been teaching
students from kindergarten through 12th grade. Now the oldest students are fifth graders, and the school
says the high-speed fiber optic service is of little use and beyond its means. (It has requested bids for a

slower-speed connection to replace it.)

Agate’s third fiber optic connection was among the projects built with funds from a $100 million grant to
an education consortium called called Eagle-Net. The grant has been suspended since December, when
officials discovered that Eagle-Net had changed nearly all of its plans for wiring the state. Four months
earlier, Eagle-Net was warned about questionable spending and lack of budgetary controls, according to

Commerce Department documents.

Congress is preparing to take a closer look at the overall program. Representative Cory Gardner, a
Colorado Republican whose district includes Agate, said in an interview Monday that the House

subcommittee overseeing the grant program was preparing for a hearing into possible program waste.

Eagle-Net says it has tried to work with the rural telecom companies. Gretchen Dirks, a spokeswoman,
said several of the rural telephone companies now raising objections supported Eagle-Net’s plans in the

beginning.

Ms. Dirks also said Eagle-Net had not been avoiding mountain areas. “The more difficult-to-reach areas of
Colorado, due to diverse geographic and weather conditions, have been slated for completion in 2013

since the very beginning of the funding process,” she said.

Obama administration officials say that the problem with certain grants, including Eagle-Net's, are being
addressed. But it is misleading, they say, to focus on the 14 grants that have been suspended or
terminated when most have been successful. (Five of the programs whose grants were suspended are back

up and running.)

Among the more promising, Mr. Strickling said, were a $102 million program in Arkansas that has paid

for high-speed video and data links between rural doctors’ offices and the state university’s medical center



183

in Little Rock, and a $33 million grant to build a 1,000-mile fiber loop linking communities in rural

northern Georgia to Atlanta.

Rural areas certainly suffer a lack of high-speed Internet access. While about 88 percent of urban
households in the United States have access to high-speed cable Internet service, only 40 percent of rural

households do, according to the Federal Communications Commission and the Commerce Department.

About 20 percent of United States households have access to fiber optic Internet service, the fastest
connection, compared with 86 percent in Japan and two-thirds in South Korea. But the Eagle-Net
experience in Colorado demonstrates that in the haste to get broadband everywhere, some grant planners

appeared not to have taken into account the current condition of infrastructure.

Among the earliest fiber optic connections that Eagle-Net turned on, for example, was not in a remote,

unserved area but in the Cherry Creek School District, located in a wealthy Denver suburb.

Ben Startzer, chief information officer for Cherry Creek schools, said in an interview that before Eagle-Net
came to visit, the district already had a fiber optic connection that operated at 300 megabits per second —
100 times faster than the average residential broadband speed. The schools didn’t need the new network,
Mr. Startzer said, but it allowed the district to nearly double its speed while increasing the network’s
backup redundancy.

A two-hour drive to the east, in Flagler, Colo., the 180-student public school, which serves
prekindergarten through 12th grade, also recently got a third fiber optic connection, thanks to Eagle-Net,
whose cable was installed underground within a few feet of fiber optic cables already laid by Eastern Slope

Rural Telephone.

Eastern Slope’s network was financed in part by an $18 million loan from the Department of Agriculture’s

Rural Utilities Service — which, unlike Eagle-Net’s grant, has to be repaid.

“Here you have a quasi-governmental agency that has free federal money and is spending it to provide the
exact same service that is already there, competing against companies that are borrowing federally backed
money,” said Senator Greg Brophy, a Colorado state legislator whose district covers a large swath of rural

northeastern Colorado.

The types of local government institutions that Eagle-Net is focusing on are often the largest customers of
the rural telecommunications companies, said Kevin Felty, president of the Colorado

Telecommunications Association and president of Plains Cooperative Telephone.

Revenue from those larger entities supports affordable residential service in the area, he said.
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Ms. Dirks of Eagle-Net said that if local institutions were happy with the service they already had, they

would not have welcomed a new provider.

One of those enthusiastic about Eagle-Net is Brainstorm Internet, of Durango, Colo. Russ Elliott,
president of Brainstorm, said connecting to Eagle-Net had allowed his company to offer substantially
faster service that costs less to provide than before. “They came in and said ‘What can we do to help you

get to these rural communities?’ ” he said.

In Agate, however, Daniel Hollembeak, general manager of the Agate Mutual Telephone, whose
headquarters are in a mobile home across a dirt lot from the school, said Eagle-Net’s wiring of schools and

other government institutions would drive companies like his further toward the brink.

“We employ local people,” he said. “If Eagle-Net takes away these institutions, it will have a big negative

effect on the company.”
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COLORADO BOCES ASSOCIATION

January 16, 2013

Mr. Laryy Strickling

Assistant Secretary for Communications and Information

National Telecommunications and Information Administration (NTIA}
1401 Constitution Avenue, Roorn 4898

Washington, D. C. 20230

Dear Mr. Strickling,

This letter is written by the Colorado BOCES Association to strongly support the Eagle-Net Alliance and their
implementation of the NTIA Grant in Colorado. The Eagle-Net Alliance work is essential to all school districts {especially
rural schoot districts} and BOCES in Colorado. -

The Colorado BOCES Association and the nineteen (19} BOCES in Colorado are comprised of 169 of the 178 school
districts in Colorado as members. All of these 169 school districts and nineteen (19) BOCES strongly support the Eagle-
Net Alliance for the following reasons.

Eagle-Net is:

« Building 3 statewide middle-mile high-speed broadband network that will connect all school districts and BOCES
in aver 170 Colorado communities.

o Offers local carriers a choice for middie-mile network access at a lower cost.

s (reating a robust and redundant system that compliments and enhances existing infrastructure and is governed
by representatives from across the state on the Eagle-Net Board {a public-private alliance board).

Under the existing system without the Eagle-Net middle-mile broadband network, schoot districts and BOCES in many
parts of the state have very limited access to affordable and reliable increased bandwidth. This increased affordable and
reliable bandwidth is necessary for students to participate in distance learning programs, online learning programs, etc.
Several BOCES currently provide distance learning and online programs for their member districts and desperately need
more bandwidth. This Eagle-Net Alliance program will provide a much needed service and reduce the digital divide
between rural, suburban and urban communities and benefits all students in the Colorado K-12 education system. An
individual student’s zip code in Colorado currently determines the access to information and the quality of education
received. This Eagle-Net Alliance Network will help level the playing field for students and schools that are currently
underserved with inadequate broadband capacity.

In my 40 plus years in education in Colorado, historically as a school administrator in rural Colorado, | have personally
experienced situations where a local telephone company provider charged school districts more to offset costs to their
other consumers, Also, | have recently become aware of a situation where students in a rural school in Colorado were
unable to take a college entrance test at their school due to lack of broadband capacity and, therefore, the students had
to travel a significant distance to the college to complete the entrance exam. The Fagle-Net Alliance program will
provide fiber with increased broadband capacity to this school. This increased broadband capacity was not historically
Page 2
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provided by the local telephone company as it was not feasible as a business venture and thus, the school would have
remained vastly underserved for the foreseeable future without the Eagle-Net Project.

In addition, | want to point out that Eagle-Net is a choice and local providers, schools, etc. are not required to buy
through Eagle-Net. Each local provider makes that choice.

Again, The Colorado BOCES Association strongly supports the Eagle-Net Alliance Project. It is essential to all school
districts and BOCES throughout Colorado (especially rural Colorado) to allow students the appropriate learning
opportunities.

Sincerely,
A%t e

Dale McCall, Executive Director
Colorado BOCES Association
11274 Weld County Road #17
Longmeont, CO 80504

Email: dale.mccali@wildblue.net.
Cell: 970-381-0720

Home: 970-785-2064

Fax: 970-785-6324

Website: www.coloradoboces.org

cc: Colorado’s Federal Legislative Delegation

11274 Weld County Rd. 17 ~Longmont, CO 80504 - H 970-785-2064 + ( §70-381-0720 + Fax 970-785-6324 + Email dgle.mecall@wildblue net
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4101 South Bannock Street : Englewood, CO 80110-9606
Phone 303.762.8762 - Fax 303.762.8697 - www.Co-Case.org

“Cofvrado ssoviation o School Exexutives

October 8, 2012
Letter of Support for EAGLE-Net, from CASE and CASSA

EAGLE-Net is a lifeline being developed in Colorado that will be the first of its kind network, It will allow
remote and rural areas to compete, and from the perspective of education leaders, is going to allow 21%
Century learning to take place. The 170 communities being connected will allow equal access to bandwidth at
a competitive rate. Anymore, broadband is not a “nice to have,” itis a “need to have” in order to keep our
communities vital and to ensure the free flow of knowledge.

The grant and governance of the project Is something that we think is moving Colorado in the right direction.
For schools, this additional broadband capacity allows students more equal access to the bandwidth needed
to learn remotely and, ultimately, to take online tests with quick turnaround. For example, a rural student
who currently has minimal access to high-speed Internet could use EAGLE-Net's network for a faster, reliable
connection, resulting in quicker test response time. Additionally, as Colorado educators work to instill 21st
Century skills in students, delivered in an online or blended environment, they need the advanced
connectivity, '

When you look at coursework offered in a large suburban high school and compare it to rural Colorado, it is
clear that abundant bandwidth is critical for delivering quality distance learning programs to schools. As the
state moves to embrace new content standards, assessments, and évaluation systems that require significant -
professional learning, we must seek to support videoconferencing, online interactive tools, and other training
aids.

it is only by working together that local, state, and federal government entities can share resources and
information over a secure and cost-effective network. This includes shared software and cloud services,
training classes, and connecting public safety systems and other resources that may be too costly for some of
the smaller entities to afford on their own. Additional bandwidth is the only way to truly connect services and
economic development opportunities to smaller communities.

Reliability is the key. EAGLE-Net offers a redundant pathway into communities who may not currently have
one. Redundancy helps maintain a healthy and consistent broadband connection into and out of a
community.

t just want to thank you for your continued support of this critical program for the future of Colorado’s youth
and the economic well-being of our great state.

Sincerely,

?ﬁ’w/ﬁ,’%

Bruce H. Caughey
Executive Director
CASE Departments
CAES Colorado Assaciation of Educational Specialists CAESP Colorado Association of Elementary Schoof Principals - CALEY Colorado Association of Leaders in Educational Technology

CASPA Colorado Assoclation of School Personnel Administrators. CASSA Colorado Assoclation of Superinendents and Senior Administrators
CASSP Colorado Assaciation of Secondary Schoof Principats DBO Department of Business Officlals
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Colorado Association of School Boards

A A A A
-\ i, X 1200 Grant Street
L W A Denver, Colorado 80203-2306
v v s
L AF A X 27 o ¢ Phone: (303) 832-1000 « (800) 530-8430
" Fax: (303) 832-1086
www.casb.org

November 2, 2012

Via Email: esloan@ntia.doc.gov

Elaine Sloan

Federal Program Officer

National Telecommunications and Information Administration
1401 Constitution Ave., Room 4898

Washington, D.C. 20230

Dear Ms. Sloan:

In brief introduction, I am _thg:"Execﬁtive’ Director of the Colorado Association of School Boards
(CASB). CASB’s members-are nearly every one of the 178 locally elected school boards in
Colorado. CASB and its local boards strongly support EAGLE-Net. EAGLE-Net is building the

* broadband capacity our schools need to deliver a 21 century curriculum to oir students at an
affordable cost.

Today’s students come to school to learn what they need to know to thrive in tomorrow’s
society. So in addition to civics, the three R’s, the arts, history, and science, public schools must
help students learn to use technology. That technology, in turn, can help students learn civics,
the three R’s, the arts, history, and science better than ever before. Whether a child grows up on
a busy city street, in a quiet neighborhood, or along a dusty, slow dirt road, the internet access
provided at her public school is essential to her academic success and must be consistently
available, reliable, and fast.

Yet in much of Colorado, we have failed to provide adequate internet service to public schools
and other essential public entities, As a result, many students do not learn to navigate the rich
landscape of today’s best source of information. As students train to compete in a global
economy, access to the full range of services and opportunities available through reliable, high-
speed broadband internet is not a matter of luxury; it’s a matter of urgent necessity. And our
state’s record of supplying broadband to some students, but not to all, is a matter of inequity.

EAGLE-Net’s work will level the playing field for Colorado students by connecting
communities across the state to the same quality of broadband access enjoyed by the Front
Range. Some will receive broadband services for the first time; others will receive
enhancements to existing infrastructure, ensuring network reliability, Colorado and each and
every one of its 178 school districts will benefit.



189

FEAGLE-Net’s grant work began in 2010, and the grant funding runs out in August of 2013.

With less than a year remaining, some voices are calling for a halt to EAGLE-Net’s project in the
interests of competing utility companies, companies that have historically failed to offer
affordable broadband to local public entities. Students cannot wait for market conditions to
permit companies to offer schools affordable rates. The high dollar value of this generous grant
attests to high costs associated with building the broadband infrastructure Colorado’s schools
need. Facing shrinking budgets and rising technology demands, neither the state of Colorado nor
school districts can afford the deals offered by the private sector. The NTIA grant allows
EAGLE-Net to offer a deal schools can afford now. EAGLE-Net’s dedicated leaders and staff,
individuals hailing from localities across Colorado, work hard to deliver what they promise.

Wiring an entire mountainous state in three years is an ambitious, complex project. Decisions
about logistics, order, and scheduling will naturally raise questions, but as local community
meetings with EAGLE-Net reveal, such questions have reasonable answers. EAGLE-Net, bound
by its grant terms, is well monitored by both its knowledgeable Board of Directors and its
sophisticated grant providers. Moreover, EAGLE-Net is a transparent organization with a
comprehensive website detailing its current work and network plan, providing quarterly progress
reports, and noting its agreements with local service providers regarding use of its middle-mile
connections. There is no evidence EAGLE-Net has departed from the primary purpose of its
work, and no good will come from stopping this badly needed work to spend months hunting for
areason to cease operations. '

As CASB knows well, and as the growing stack of support letters demonstrates, EAGLE-Net has
already succeeded in many unserved and underserved areas. This is no time to stop the work.
With less than a third of the grant period remaining, EAGLE-Net is racing the clock to serve the
remaining schools, libraries, and other public entities still hoping this program will open the
gateway of opportunity for their communities. These communities need this program, this state
needs this program, and this program needs support.

EAGLE-Net has CASB’s and its members’ ongoing suppott. [ hope EAGLE-Net and the
Colorado students it serves can count on your support, as well,

Sincerely,
/o %
Kenneth DeLay

Executive Director

Ce:  Randy Zila, CEO, EAGLE-Net Alliance (Via email: randy.zila@co-eaglenet.net)
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From: Scott Thomassen [scott@clascomp.com]
Sent: Thursday, October 11, 2012 4:44 PM
To: Larry Strickling; Anthony G. Wilhelm; Laura Dodson; Elaine Sloan;

sarah_hughes@bennet.senate.gov; jennifer rokala@markudall.senate.gov;
mike.bennett@mail.house.gov; morris.price@mail.house.gov; joe.rall@mail.house.goy;
andy.schulthelss@mait.house.gov; andy.merritt@mail.house.gov; danielle.radovich@mail.house.gov;

nicholas.zupancic@mail.house.qov; randy.zila@co-eaglenet.net; patrick.swonger@co-eaglenet.net
Subject: Support for Eagle-Net and other broadband initiatives.

To all concerned,

As members of the Delta County Local Technology Planning Team we believe that support for
any initiative that brings or improves broadband internet service to the rural areas of the State of
Colorado are very important to our economic future,

The effort Eagle-Net is making within our state to put significant new infrastructure in place for
the benefit of education, is just such an initiative. We hope that Eagle-Net lines will carry important new
capabilities for high speed internet access to many of the rural educational and anchor institutions who
need them most. As these lines are built, they may also provide new paths for startup companies to
provide internet and telecom services, competitive with what is available in larger cities. In our rural
areas these services are desperately needed for our economic future.

Whether it is by public or private effort, the Delta County Local Technology Planning Team is in
support of any legitimate effort to improve the backbone of internet infrastructure. We cannot sustain
our communities with the completely inadequate service we currently suffer. We encourage anyone
concerned to consider what's best for all of the communities that would benefit the most from better
service, rather than what's best those few who believe they will continue to benefit from the lack of
competition in their markets.

Thank you,
Members of the Delta County Local Technology Planning Team

Glen Black
City of Delta

Anthony Cooper
Delta County School District 51

Bruce Hovde
Delta County Commissioner

john Latta
Information Technology
Delta County

Scott Thomassen
Businessman and concerned citizen
Classic Computers of Delta
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Tom Huerkamp

Businessman and concerned citizen
President

ProSpace Interiors of Delta

Kirby Clock
District Manager
Delta County Ambulance District

Mary Cooper
Delta City Counsel

Sarah Carlquist
Director
Delta County Economic Development

Gyneepher Thomassen
President
Delta Area Chamber of Commerce
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From: Hammond, Robert [mailto:hammond r@cde.state.co.us]
Sent: Friday, October 05, 2012 2:52 PM

To: Anthony G, Wilthelm
Subject: Colorado EAGLE-Net Alliance

Dear Mr. Withelm,

1 am writing to make you aware of the EAGLE-Net Alliance in Colorado, a critical organization for
Colorado’s future. As Colorado Commissioner of Education | have worked first hand with EAGLE-Net
Alliance and believe in and support their work. We supported their original grant application and
continue to support their work as they build their infrastructure.

EAGLE-Net is building a first-of-its-kind statewide middle-mile high-speed broadband network that will
connect to about 170 Colorado communities, offering local carriers a choice for middle mile network
access at a lower cost and greater access for their customers, EAGLE-Net is currently working to create a
robust and redundant system that complements and enhances existing infrastructure. Having a
redundant network is not a luxury, it is necessary to ensure network reliability. Especially gwen the
increasing data demands on our schools and districts across the state.

We strongly believe this work will have a positive impact on quality of life, increased access to -
educational support, and student achievement across Colorado. For schools, additional broadband
capacity allows students more equal access to the bandwidth needed to take timed, online tests. For
example, a rural student who cuitently has minimal access to high speed Internet could use EAGLE-Net's
network for a faster, reliable connection, resulting in-quicker test response time. Abundant bandwidth is
also critical for delivering distance learning programs to schools across Colorado to support
videoconferencing, online interactive tools, and blended and online learning options. As districts must
deal with diminishing resources, a reliance on alternative instructional models is critical.

The project always envisioned that local, state and federal government entities could share resources
and information over a secure network that is time and cost effective. Shared software, cloud services,
online training, public safety connectivity and other resources that may be cost prohibitive to smaller
entities can become affordable and accessible through EAGLE-Net’s infrastructure. By adding additional
bandwidth options and availability, smaller communities will be able to have services and economic
development opportunities that may be eluding them today.

Please consider supporting this effort and the important work EAGLE-Net has underway. Thank you for
your consideration and please don’t hesitate to contact me if you have any questions.

Best regards,
Robert K, Hammond

Commissioner of Education
Colorado Department of Education

Robert-K. Hammond | Commissioner of Education | Colorade Department of Education | 201 E. Colfax
Ave,, Denver, CO 80203 | tel 303.866.6646 | www.cde.state.co.us
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EATON SCHOOL DISTRICT RE-2

Dr. Randy Miller 200 Park Avenue
Superintendent Eatoxn, Colorado 80615
{970) 454-3402

(970) 454-5193 Fax

Qctober 11,2012

Larry Strickling

Assistant Secretary for Communications and Information
National Telecommunications and Information Administration
1.5, Department of Commerce

1401 Constitution Ave., Room 4898

Washington, DC 20230

Dear Assistant Secretary Strickling,

“Fam writing you in support of EagleNet Alliance for Eaton School District. We will soon be able
to tap into twice the amount of bandwidth for the same cost that we are paying now by going,
through EagleNet. This will aliow us to expand our technology throughout the district, as we
are piloting laptops at the middle school and are looking to expand into grades 6-12. Eaton
School District would not be able to cover these costs without EagleNet.

As part of Centennial BOCES {Board of Cooperative Educational Services} our premise from the
start was to provide the middle-mile and help make internet a possibility for all of Colorado
schools. By creating a robust and redundant system it will only enhance existing infrastructure,

1 understand there is some concern that this creates comfetition and may cause some business
to lower their rates. | do not see that as a problem at all. In fact, { believe this is healthy and will
ultimately benefit the students, staff and parents at Eaton.

Eaton School District continually strives to improve student achievernent and with more
pressure from state and federal government we need to take advantage of everything we have.
EagleNet will help our school prepare and be ahead of all of the demands placed upon us. We
will now be better able to share resources with other local, state and federal government
entitles. Once again this can only serve to help everyone at our school district.

In closing, EagleNet will only serve to help communities like ours to better serve our students

and community. Please feel free to contact me if you have any questions or would like more
information on EagleNet and Eaton School District.

Sincerely,
) %/

Rahdy Miller/Ed.D
Superintendent

Ce: Dr. Randy Zila, CEO EagleNet
Eaton School District Re-2 Board of Education
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Administrati . Board of Educati
e Brush Public Schools o
Dr. Mickelle Johnstone Don Diliehay
Superitendert Re-2(J) R
Dg:: Hm:m" P.O. Box 585 - 527 Industrial Park Road M;f:fvs'm'::ﬂ
et
plshmalic Brush, €O 80723 bloce Uhrig
W ‘Wlker
Tracy Amen Telephone (970)842-5176 Fax (970)842-4481 farren W
HR Spec/Exeautive Assistont
October 2, 2012

Lawrence E. Strickling

Assistant Secretary for Communications and information
National Telecommunications and Information Administration
U.5. Department of Commerce

1401 Constitution Ave., NW

Washington, D.C. 20230

RE: EagleNet Alliance
Dear Assistant Secretary Strickling,

Brush School District is a small rural district with 1500 students. Through Eagle-Net we will be able to
utllize world class broadband services provided directly to us by the same carrier that has been our
service provider in the past. EagleNet is creating a robust and redundant system that complimients and
enhances existing infrastructure, Having a redundant network Is not a luxury ~ it’s a necessity to ensure
network reliability. Redundancy helps maintain a healthy and consistent broadband connection into
and out of a community.

What this means for Colorado:

Beyond what EagleNet can do for us and other schoof districts, it will allow for local, state and federal
government entities to share resources and information with each other over a secure network for cost
savings, and time efficiency. This includes shared software and cloud services, training classes,
connecting public safety systems and other resources that may be too costly for some of the smaller
entities to afford on their own. By adding additional bandwidth options and availability, smaller
communities will be able to have services and economic development opportunities that may be eluding
them today. This can be a win-win situation for not only Colorade communities but also small Internet
providers in Colorado as well.

What this means for Brush School District:
Here in the Brush School District we are pushing forward to use technology in the classroom, provide
distance learning opportunities, and support concurrent enrollment. In the classroom, teachers are

better able to differentiate instruction which increases student achievement. Increasingly districts are
coming together to provide educational opportunities for students, in our instance we just recelved a

t%(v?:y @ diference in. our world.. Aedent-by ~studlont
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USDA Grant that creates distance learning for the Brush School District and three significantly smaller
rural districts. Through the distance learning labs we wiil offer additional science, technology, and post
secondary learning opportunities. Through distance learning we are able to offer concurrent enroliment
with Morgan Community College, and will scon have the opportunity to reach beyond Morgan County.
Our school facilities are becoming more equipped with Promethean Boards and Mimeo Teach in every
classroom which allows for team teaching, differentiated Instruction, and an increase in student
engagement. As we work to increase educational opportunities for our students the need for
technology and broadband increases drastically. We are thankful that we have this opportunity today
and the ability for greater broadband opportunities in the future. The limitlessness is an incredible
opportunity for rural Colorado.

As you are aware, school districts are faced with great budget constraints. In our school district we will
be able to reach broadband levels that were not previously available for an amount significantly less
than we have paid in the past for inferior service. We need to focus on every opportunity to reduce the
expenses that we can while facing the need to increase services especially in the area of internet
technology. Our internet services will increase exponentially over time while the cost will be reduced to
a fraction of the prior costs as a result of the infrastructure that EagleNet is providing in Colorado.

We are members of the Centennial BOCES group that prepared the original and the second application
seeking a grant from the U S Department of Commerce’s Broadvband Technology Oppertunities Program
(BTOP) in coordination with the American Recovery and Reinvestment Act (ARRA). C-BOCES represents a
major portion of the northeast corner of Colorado, including school districts in Morgan, Weld, Larimer
and Boulder Counties. The very premises of our application dealt with the tremendous need in rural
Colorado for AFFORDABLE broadband connectivity. Colorado rural areas need to be able to be on an
equal playing field with other states with fast broadband service. Only a few of the 178 school districts
in Colorado are on an-equal playing field with most of the nation. it seems that those féw that are, may
be paying a much higher rate for the broadband services than many of their equals across the nation.

It was from the very beginning, an intent to not offend or distance those who were already making an
effort to provide quality internet. There was never intent to take away clients and customers that the
current providers were attempting to provide. The purpose is to allow all providers to make available
outstanding service at a price that school districts with meager incomes could afford to use. The
administration of the grant and the services have moved from our BOCES {Board of Cooperative
Educational Services) into a state-wide governmental service group with dynamic state-wide
representation with members that have a diverse and appropriate understanding of the type of services
that EagleNet was created to provide.

EagleNet does not provide service directly to any of the users of thelr services. They are a middle-mile
provider. To get the broadband services that they are establishing to the end user, there must be a local
carrier. What EagleNet is able to do is give the local provider an option for what should be a new
opportunity to provide less expensive services to those school districts, libraries, junior colleges and
universities as well as other local governmental institutions a greatly reduced cost of a greater level of
service to internet in Colorado.

No one has ever been able to do this in Colorado before. This grant of $100.6 million has given the kids
of Colorado an opportunity that puts them in the position of being competitive with the kids in big cities
of the east coast and the west coast where these types of services already exist. Indeed we are already
seeing new opportunities that are afforded us in distance learning that was only a dream a few months
ago.

%r)y a diference in car world. . Hudent- &—dtﬂaﬂw
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. Westandin support of EagleNet Alliance and we ask you to support this initiative. In an era of
decreasing resources, we are able to increase learning opportunities for our students and those in all of
the school districts of Colorado as well as the libraries, colleges, universities and local governmental
entities at a much lower cost. We invite you to visit the Brush School District or call with questions. We
would be proud to show each and every one who has an interest in the future of EagleNet Alllance to
see what it has already done for us.

Sincerely,

Wil Bl iz Darsrrsn

Don Dillehay, President, Blaine Uhrig, Vig#/President MargoTViesch Secretary/Treasurer

it 2

Mike Bixon, Member "Frank Phillips, Jr. Member Marty Stratman, Member
Warren Walker, Member Dr. Mlche le Jo stcne, Superintendent
Ce:

Anthony Wilhelm

Elaine Sloan

Laura Dodson

Senator Mark Udall

Senator Michael Bennet .
Representative Cory Gardner
Representative Diana DeGette
Representative Doug Lamborn
Representative Ed Perimutter
Representative Jared Polis
Representative Michael Coffman
Representative Scott Tipton

%’Jy @ diference in our world.. Sudent-by-dtudent
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(ONET COLORADO

October 8, 2012

To whom it may concern:

eNetColorado is a statewide project who's mission is “ to provide educators and districts statewide access to high
quality content and resources that support the improvement of student achievement.” We are working with 14 Boards of
Cooperative Educational Services (BOCES) which are supporting over 150 of the},_ smallest school districts in Colorado. We
are working with these districts and BOCES to bring staff development and high quality content that will support classroom
instruction in districts that lack some of the necessary and basic broadband access that many of the larger districts in
Colorado already have access too.

Until the EagleNet Alliance was formed and began reaching out to these smailer rural districts ihey had little hope of being
able to support access to many of the resources that the eNetColorado partneréhip'_o'f:pver 20 community organizations fike
the Museum of Nature and Science, History Colorado, Junior Achievement, and the Dehver Art Museum and many others
have developed to support students across the state of Colorado. Time after time we would hear from these districts that
their local providers just could not provide and/or they could not afford the level of access necessary to support the
students and teachers in these districts to access these outstanding resources.

As eNetColarado works to identify high quality resources that all students in Colorado should have access to it seems
imperative that a project like the EagleNet Alliance be in place and supported by local, state, and national governments.
The Eagle-Net Alfiance is providing the necessary broadband access so there are opportunities for the smallest school
districts and communities in Colorado to provide their students online access to the best possible learning resources. it also
seems imperative that through government and privafe partnerships, which the Eagle-Net Alliance supports, local
communities and companies can better work together to ensure all residents in our rural communitles have sufficient
broadband access to support their current and future needs.

{ have been an educator in Colorado for over 40 years and believe that the Eagle-Net Alliance offers the best hope and

opportunity for our smallest schools and communities to have the access they need to meet the demands on the P
century.

Sincerely,
Dan Mawis
Director, eNetColorado

303-917-3922
danmorris@enetcolorado.org

A Digital Resource Exchange and Marketplace of ideas www.enetcolorado.org
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0y
N District Support Center
:\ a} L 715 West Platte Avenue

MO RG A N Fort Morgan, Colorado 80701

970-867-5633
Fax: 970-867-0262
www.morgan.ki2.co.us

SCHOQL DISTRICT RE-3
Great Schools for a Great Communitg

October 15, 2012

Anthony Wilhelm

Director, Broadband Technology Opportunities Program
1401 Constitution Ave., Room 4898

Washington, DC 20230

RE: EagleNet Alliance

Dear Director, Anthony Wilhelm,

The Morgan County School District has been and contiaues to be a strong supportér of the EagleNet Alliance,

wrd ¢,

Our support for this project bas r since the beginning. In rural Colorado there isvery little opportunity for
high speed interniet access. We do not have the vast amount of companies that can/will provide internet access at speeds
which are nceded and at an equivalent price of metro arcas, We understand that it does notuéet their business models for
profitability. Even though we understand, it is hard to explain to school staff and students that their internet cannot be
upgraded to higher speeds because of the location of where they live arid the higher costs for the interpet, which is due to the
Iack (or non-existence) of competition,

Morgan County School District believes in this project because cooperation of all the school districts within the state of
Colorado will bring better services at a much lower cost, as-evident with our communities' model, The Morgan County
School District has been in cooperation with the City of Fort Mergan Government (which oversees the public library) and
the Morgan County Government for over seven years to provide higher internet connectivity between all entities. All three
of the entities could not bave obtained our current Jevel of services without the cooperation to instal} and run Bber optics
between all separated entitics. As a group we ave at the point of requiring faster internet services to avoid the daily
slowdowns, but are unable o upgrade due to the high cost.

Growth and change is easily feared by individuals and businesses because of a scarcity menulity, The completion of the
EagleNet project will not only provide a robust and redundant system that complements and enhances existing
infrastructure but also provide economic benefits to those ities. This project will connect 170 Colorado
comynunities and if # provides similar opportunities that we have gained by cooperating with just our three local
governments, the results will far surpass the projected outcomes.

Sincerely,

Ron Echols, Superintendent Brian Amack, Director of Technology
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Weld County School District RE-1

Gilcrest « LaSalle * Platteville

P.0.Box 157

14827 W.CR. 42

Gilerest, CO 80623

Dr. Jo Barbie, Superintendent Phone 970-737-2403
Scott Spearnak, Director of Leaming Services Fax  970-737-2516

Metro 303-629-9337

October 23, 2012

Mr. Lawrence B. Strickling

Assistant Secretary for Communication and Information
National Telecommunications and Information Administration
U.S. Department of Commerce

1401 Constitution Ave., NW

Washington, D.C. 20230

Dear Assistant Secretary Strickling:

Weld County School District- RE-1 is a small rural school district north of Denver, Colorado, The school
district’s enrollment is approximately 2,000 students. Weld RE-1 is a member of the Centtennial Board of
Cooperating Education Services. As Superintendent of Schools, I currently serve on the Superintendent’s
Advisory Council for Centermial B.O.C.E.S and on the EagleNet Alliance Board of Directors as a
Centennial B.O.C.E.S. representative.

Weld RE-1 was one of the first school districts in Colorado to deploy a 1:1 laptop initiative at the high
school level, The district was also one of the first school districts to establish wifi solutions in all schools
and buildings in conjunction with the laptop initiative. Due to the 1:1 laptop initiative and wifi solutions

" dernands, broadband services expanded far beyond the T-1 line that was initially available to the school
district. Only through EagleNet was the school district able to expand to meet the demands of students
and staff. The cost to purchase almost 50 times the amount broadband needed was made affordable by the
efforts of EagleNet. This entity created a robust and redundant system that complimented and enbanced
existing infrastructure. It is only through the EagleNet Alliance and the U. 8. Department of Commerce’s
Broadband Technology Opportunities Program (BTOP) grant that Weld RE-1 was able to expand its

" broadband and it is only through this grant that all 178 school districts and 170 municipalities in Colorado
will have a similar opportunity.

. From the very beginning, it was never the intention of EagleNet to offend entities already providing
internet services. There was never intent to capture customers from current providers. The purpose was to
provide affordable internet access to school districts across the state. EagleNet is a middie-mile provider.

BOARD OF EDUCATION
Marsha Harrls Randy Ray Ken Garcla David Eckbardt Steve Reams Nancy Sarchet
President Vice President Secretary Treasuver Director Disector

Our Total Commitment is to Provide an Y ion and Safe Envi for all Students
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The end user must use a local provider, EagleNet is able to give the local provider an option for what
should be a new opportunity to provide less expensive services to school districts, libraries, junior colleges,
universities and local governments. The BTOP grant will provide children across the state opportunity that
puts them in the position of being competitive with children all over the United States.

Weld County School District RE-1 strongly supports the EagleNet Alliance and the school district asks for
your support. It is only through the effort of EagleNet and the BTOP grant that Weld RE-1 is able to
provide technologically rich and ever expanding learning opportunities for our students. The school
district invites you to visit our schools in LaSalle, Gilcrest and Platteville. We are extremely proud of the
technology that has been made possible by our partnership with EagleNet.

Sincerely,

Dr. Jo Barbie
Superintendent of Schools

po: Anthony Wilhelm, Director — Broadband Technology Opportunities
Laura Dodson, Director - BTOP Infrastructure Projects
Elaine Sloan, Federal Program Officer
Senator Michael Bennet
Senator Mark Udall
Representative Corey Gardner
- Representative Diana DeGette

Representative Doug Lamborm

" * Representative Jared Polis
Representative Michael Coffinan
Representative Ed Perlmutter
Representative Scott Tipton

BOARD OF EDUCATION
Marsha Barris Randy Ray Ken Garein David Eckhardt Steve Reams Nancy Sarchet
President Vice President Secretary Treasurcr Director Director

OQur Total Commitment is fo Provide an Exemplary Education and Safe Environment for all Students
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PC Box 773390

325 7in Street
o Joning forces to earich ed icahonal Steamboat Springs, CO 80477

opporunities for Northwes: Colorado 970-879-0391 » FAX 970-879-0442

KORTHWEST COLORAND
E RTANO SNVEE

sars
Gber 9, 2012

SN0 OO

East Grand Schools
PO Box 128 Mr. Larry Strickling
e nssistant Secretary for Communications and Information
Hayden Schools National Telecommunications and information Administration {NTIA)
. Box 70 3
Yapden, C0 81639 ,1401 f:onst!tutmn Avenue, Room 4898
970-276-3854 Washington, D. €. 20230
North Park Schoois
PO Box798 s or
Walden, CO 80480 Dear Mr. Strickling,
970-723-5300

5;’5’%‘;]"5‘;“ Schools This fetter is written by the NW Colorado BOCES to support the Eagle-Net Alliance and their
ok Creek COgossr  implementation of the NTIA Grant in Nerthwest Colorado. The Eagle-Net Alliance work is essential to
970-736-2313 school districts in Northwest Colorado.
Steamboat Springs Schools
PO. Box 774368 P
Stearboat Springs. C0 804 The NW Colorado 8OCES works with seven rural school districts in the northwest corner of Colorado and

Vz‘;‘fggfg schoors, the completion of this project is very important to the infrastructure needs in this area of the state.
PO Box 515 Eagle-Net is creating a robust and redundant system that compliments and enhances existing

Kemmiog, CO80446  [nfrastructure and is governed by representatives from across the state on the Eagle-Net Board {a
o123 public-private alliance board).

Under the existing system without the Eagle-Net middle-mile broadband network, school districts and
our BOCES have very limited access to affordable and reliable increased bandwidth. This increased
affordable and reliable bandwidth is necessary for students to participate in distance learning programs,
online learning programs, etc. This Eagle-Net Alliance program will provide a much needed service and
reduce the digital divide between rural, suburban and urban communities and benefits alf students in
the Colorado K-12 education system.

Recentlyfhe Eagle-Net Alliance met with school and community stakeholders in the northwest region
with the meeting location in Steamboat Springs. Many questions were discussed and participants
seemed to have a better understanding of the project including timelines and the focus of the project.

The NW Colorado BOCES supports the Eagle-Net Alliance Project. It is essential to ail school districts and

BOCES throughout Colorado {especiaily rural Colorado) to allow students the appropriate learning
opportunities.

Sincerely, »

%hakﬁr

NW BOCES Executive Director

11274 Weld County Rd. 17 - Lonamont, CO 80504 + H 970-785-2064.* ( 970-381-0720 * Fax §70-785-6324 + £mail dole.meccali@wildblue net
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TOWN OF DOLORES

Incorporated 1900
420 Central Avenue + B O, Box 630
Dolores, Colorado 81323
Phone {870} 882-7720

October 11,2012

Scott Tipton

United States Representative

#10 West Main Street, Suite 107
Cortez, CO 81321

RE: September 17" Letter to Lawrence Strickling

Dear M. Tipton:

I recently read the letter sent to Lawrence Strickling, dated Sepfember 17, 2012 and signed by
the Republican Congressional representatives for Colorado asking that the EAGLE-Net project
be put on hold. Iam troubled by this position and even more so that the Town of Dolores, where
a current construction project is underway may be stalled by these actions. The Town of Dolores
is getting ready to install a fiber optic back-bone within fown that will connect with the EAGLE~
Net project and ultimately supply the Town Hall and Library with a much faster internet
connection than is currently available. In addition, EAGLE-Net has just completed the
installation of conduit to both the Dolores School District RE-4a school administration building
and the school complex. '

The intent of this “open access™ network that the Town and EAGLE-Net are pursuing is not only
to extend a superior infrastructure to our anchor institutions but to allow private providers an
opportunity to establish their services in town. We welcome the competition and the resulting
menu of options that could become available to our residents and businesses.

It appears, from your letter, that several internet providers are concerned about the EAGLE-Net
project indicating that they were able to supply a similar product in rural Colorado, In the case
of Dolores, two separate companies own fiber optic infrastructure that passes through town but
they have yet to provide these services here, I find their argument a bit disingenuous and feel
that their lack of action in our community helps legitimize the efforts underway by EAGLE-Net
and the Town,

If EAGLE-Net is stalled, there will be little reason for the Town of Dolores to continue with its
fiber build that was funded by the Depattment of Local Affairs. We are dependent on EAGLE-

“HOME OF THE GALLOPING GOOSE”
DOLORES’ GENTENNIAL.
YEAR 2000
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Net to be able to pigey-back on their “middle-mile” fiber optic infrastructure to reach the
“outside world,” We are also working under a similar timeframe as EAGLE-Net and must
complete our build by the end of 2013. The last thing we need is for the money already spent on
this cooperative project to go to waste.

I wonld like to see EAGLE-Net fulfill their promise here in Dolores and in order to do so, we
need a commitment from them which may vanish if they are put on hold, There will
undoubtedly be extra cost to re-start such a project if their contractors are forced to re-mobilize

after being pulled off the job.

If you have any questions regarding our local efforts or our experience with EAGLE-Net, please
do not hesitate to contact me at the Dolores Town Hall (970) 882-7720 or

manager@townofdolores.com.

Ryan‘Malioney,” -

Town Manager
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October 5, 2012

We are writing this letter in support of the Eagle-Net Alliance BTOP grant initiative, that is
investing in critical communications infrastructure and increasing broadband access to public
institutions and private service providers through a statewide broadband network.

Massive Networks is working with Colorado Eagle-Net to provide an extreme diverse and
scalable private network for the medical industry which is by far more secure than traversing the
public internet. When connected to an Ethernet connection the customer can access a (PNT)
Private Network Transport on the Massive Private Cloud to access Collocated gear or Managed
Hosting Solutions or access public Internet '

EAGLE-Net is building a first-of-its-kind statewide middle-mile high-speed broadband network
that will connect to about 170 Colorado communities, urban and rural. Public and private
healthcare facilities in cities, counties, schools, clinics and even first responder locations (fire
and police) will benefit from the improved broadband access and new virtual hosted healthcare
solutions.

Abundant bandwidth is also critical for delivé}iﬁg telemedicine and tele-health applications;
distance learning programs to schools providing nursing and EMS programs and other robust
cloud based online interactive tools, and other training aids.

Local, state and federal government entities can share resources and information amongst one
another from both urban to rural environments over a secure statewide network for cost savings,
and time efficiency. This includes shared software and cloud services connecting public safety
systems and other resources that may be too costly to enable singularly or on their own in rural
areas.

We stand in support of Eagle Net Alliance and we ask you to support this initiative as well. In an
era of decreasing resources, we are able to increase or improve healthcare resource access for
doctors, clinics, hospitals, students and first responders at a much lower cost. We invite you to
call with any question you may have.

Sincerely,

Kevin Flake

181 Inverness DR w
Englewood CO. 80112
www.massivenetworks.net
kflake@massivenetworks.net
303-800-1300 ex 5001
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kAl SN 2 s SN
Kz Communications

Cablc Tolovision, * High Spocd fulecnst * Digitad Tlephove
322 Main Street * PO Box 232 * Mead, CO 80542 * 970-535-6323
Qctober 1, 2012
To whom it may concern;

My name is Gary Shields and | am the owner of K2 Communications, LLC (K2}, we are a family owned
CATV franchise serving the community of Mead, Colorado and Mead is centrally located between Ft.
Collins and Denver along the interstate 25 corridor.

1 am writing this 1étter to you so that you will know about the positive impact that EagleNet Alliance has
had upon the K2 business mode! and the community of Mead, CO.

In 2002, 1 purchased the oberating assets of the Mead system at a bankruptcy auction and in May of
2005 we introduced the first high speed internet connection {other than dial-up) to the Mead
Community. At that time, the only available bandwidth services in the area were T-1 lines and from May
of 2005 to December 2008, we supported the entire community on 2 T-1 lines, a total of 3 Mbps.

In June of 2008, we began working with Qwest to install a DS-3 circuit (45 Mbps) and | was told it would
take approximately 6 weeks to deliver this service, 6 MONTHS later; we finally turned up the D3-3 circuit
and have operated on that circuit until just 2 weeks ago.

Recently, the bandwidth demand from our customers had exceeded our capacity on the DS-3 circuit and
has existed that way for the past 11 months {since November 2011}. | credit this increased bandwidth
demand to three basic issues:

1. Expanded Uses for the Internet-expanded uses of the internet such as TiVO, Roky, Playstations,
Netflix, Blockbuster, Amazon and Apple TV have contributed significantly to customer
bandwidth demand.

2, New homes being buiit- In the past 18 months there have been approximately 165 homes built
within our service area, this is more than 10% growth for the homes passed within our service
area.

3. Open Range Communications bankruptey- when Open Range Communications went out of
business, we picked up the majority of their subscribers within our service area. Open Range is a
good example of a bad program for federal funding. | say this because they were a company
implementing an unproven technology that had invaded our service area by representing that it
was underserved and made us ineligible for USDA funding.

Until recently, our only option for additional bandwidth appeared to be adding another DS-3 circuit thru
an incumbent provider. Not only was this option undesirable because it did not make technological
sense, but also that it would have doubled our cost of bandwidth.
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And now with all of the above being said, | can now get to the point of this letter which is to let you
know that | support EagleNet Alliance. In the short time that | have been involved with EagleNet, we
have been able to increase our bandwidth capacity nearly 7 fold while decreasing our month costs by
more than $500 per month over the single DS-3 circuit. A further illustration of (2) DS-3 circuits would be
that we have been able 1o secure more than 3 times the bandwidth at a savings of nearly $3,500
monthly.

In addition to the benefits of expanded bandwidth and better pricing, my association with EagleNet has
allowed me to expand my service offerings and to look further into deploying services in other areas
both locally and across the state that were previously unavailable to me. These opportunities were
unavailable because of the lack of bandwidth availability and lack of connectivity throughout the state.

| guess that my final point would be: that for a very long time there has been a condition that appeared
to exist where there were very few municipalities across the state of Colorado that had adequate.
bandwidth available to local service providers and ultimately to residential end users. | believe that
EagleNet Alliance has done more in the past few months to even the divide of bandwidth availability
than would have been possible over the next decade had they not been funded.

In my estimation, funding of EagleNet alliance is tax payer money well spent. | believe this not only
because of what they have done for me and my business but because of my interaction with the EA
team. | have been able to have discussions with their management team, executives and board
members and | believe that they have the right personnel in place to accomplish their mission and that .
they have a firm understanding on what has been lacking in Colorado.

| appreciate you taking the time to read this letter and would be happy to discuss my support of
EagleNet Alliance with you at length if you would like further clarification or understanding from me,

Best Regards,

Gary Shields
K2 Communications, LLC

gary.shields@k2cable.net
970-535-6323
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QOctober 23,2012

Lawrence E. Strickling

Assistant Secretary for Communications and Information

Administrator, National Telecommunications and Information Administration (NTIA)
U.8. Department of Commerce

1401 Constitution Ave., NW

Washington, D.C. 20230-0002

Dear Assistant Secretary Strickling:

We write in regard to the EAGLE-Net project-—the important middle-mile statewide Colorado
fiber initiative that was funded by NTIA under BTOP. The'EAGLE -Net program and model are
exemplary, and exactly the kind of project that our members and stakeholders support as
furthering the public interest in communications. EAGLE-Net plans to create a statewide fiber
infrastructure with a combination of newly constructed fiber optics and leased fiber (where such
fiber is available on the market). s

EAGLE-Net’s network will reach every school district in Colorado and, in partnership with local
providers, will have the potential to reach every school and library in Colorado, Its planned
infrastructure reaches into the most rural, mountainous, hard-to-reach parts of the state. As a
result of these partnerships and the new fiber, schools and libraries in Colorado will have access
to high-bandwidth fiber-based services at prices that reflect that the network is connected to the
Internet backbone, removing the pricing disparity so often faced by rural areas relative to urban
and suburban areas because of their distance from an Internet point of presence, such as that in
Denver.

At the same time as delivering this fremendous capacity to community anchor institutions,
EAGLE-Net will provide non-discriminatory, open access to any and all qualified private sector
providers who choose to use its infrastructure—thus bridging, for the commercial sector, that
same divide that currently exists between suburban and urban areas on the one hand, and rural
areas on the other. The emergence of a fiber-based competitive market on those routes will open
up rural markets and enable cost-effective access to those markets for private entities that wish to
serve residential and small business customers.

We understand that there has been significant opposition to this new fiber, and to the potential
for competition in underserved rural areas. We also understand that a range of allegations have
been made about the management of the project. In this regard, we have great confidence that
NTIA~which has done an exemplary job of creating and overseeing BTOP—has more than
adequately overseen the EAGLE-Net project. And for that reason, we are quite dubious about
wild allegations made by self-interested parties that oppose EAGLE-Net.

National Assoclation of Telecommunications Officers and Advisors
3712 Duke Street, #555. Ataxandia, Vg, 22314, (703) 519:8035, (703) 997.7080 - FAX. werwnatonorg
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October 23, 2013
Page 2

We certainly hope that the aggressive public relations campaign that has been mounted by
EAGLE-Net’s opponents does not serve to put this important job-creating, competition-
enhancing network at risk—thereby depriving the school children, library users, and rural
residents of Colorado of such a significant investment in their future.

We note, too, that if this opposition to EAGLE-Net is allowed to succeed, the precedent that
would be set could have the effect of putting at risk similar initiatives throughout the country
(funded by BTOP or otherwise) by inviting similar anti-competition campaigns.

We thank you and your staff for the efforts made over the past few years to use BTOP to enable
the potential of broadband in rural America.

Sincerely,
Steve Traylor Charles Benton
Executive Director, NATOA Chairman, Benton Foundation

ce:  Governor John Hickenlooper
Senator Mark Udall
Senator Michael Bennet
Representative Diana DeGette
Representative Jared Polis
Representative Scott Tipton
Representative Cory Gardner
Representative Doug Lamborn
Representative Mike Coffman
Representative Ed Perlmutter

National iation of Tel ications Officers and Advisors
3213 Duke Streal, #635. Alexandria, Viiginin, 22314, {703) 5153035, (703) 897.7080 - FAX, wmomtonorg
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C S MAIN OFFICE
1713 MT. LINCOLN DRIVE WEST
B@E LEADVILLE COLORADO 80461
p 718.486.2603 f719.486.2109

BOARD of COOPERATIVE WWW.MTNBOCES.ORG
EDUCATIONAL SERVICES
Serving ASPEN . BUENA VISTA . CMC . EAGLE . GARFIELD 16 . GARFIELD RE 2 . LAKE . PARK . ROARING FORK . SALIDA . SUMMIT

October 22, 2012

Mr. Larry Strickling

Assistant Secrstary for Communications and Information

National Telecommunications and Information Administration {NTIA)
1401 Constitution Avenue, Room 4898

Washington, D. C. 20230

Dear Mr. Strickling,

1 am writing to strongly support the Eagle-Net Alliance and their implementation of the NTIA Grant in Colorado, which is
essential to improving educational opportunities in the ten rural school districts that are members of the Mountain Board of
Cooperative Educational Services {(Mountain BOCES).

Ali of our school districts support the Eagle-Net Alliance because Eagle-Net provides affordable, reliable increased
bandwidth necessary for students to participate in distance learning programs and make use of online learning tools and
opportunities, reducing the digital divide between rural and urban communities and providing more equal access for rural
students. Eagle-Net would also improve district access to all sorts of education related opportunities—including sharing of
resources, professional development, and economic developmeni—ali of which would improve the quality of education for
all students in Colorado’s K-12 education system.

Eagle-Net is

o Building a statewide, middie-mile, high-speed broadband network that will connect alf school districts and BOCES in
more than 170 Colorado communities

+  Offering local carriers a choice for middle-mile network access at a lower cost

«  Creating a robust redundant system that complements and enhances existing infrastructure—a necessity to ensure
network reliability

s Governed by a board of representatives from across the state (a public-private alliance board)

In the interesis of improving educational cpportunities throughout Colorado, | strongly encourage you to support the Eagle-
Net Alliance Project.

Sincerely,

Te—

Troy A. Lange
Executive Director

cc: Senator Michae! Bennet, Senator Mark Udall, Representative Michael Coffman, Representative Diana DeGette,
Representative Corey Gardner, Representative Doug Lamborn, Representative Jared Polis, Representative Ed Perimutter,
Representative Scott Tipton, Executive Director Dale McCail of the Colorado BOCES Association, Eagle-Net CEO Randy
Zila

enrviching educational opportunities
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Eagle-Net Alliance
Attn: Randy Zila, Chief Executive Officer
11800 Ridge Parkway, Suite 450
Broemficld, CO. 80021
September 10, 2012

Dear Mr. Zila —

Thank you for your timely return correspondence to us dated August 28", In addition, much
appreciation to Chip White and Gretchen Dirks individually for visiting with us here in Silverton
on September 5th and to the Eagle-Net Alliance (“ENA”) in general for removing any
ambiguities with respect to Eagle Net’s intention to complete a fiber optic build to Silverton. We
appreciate the definitive signs of progress and the answers 1o our specific questions and
concerns, and greally value the fact that you took these inquiries to heart as demonstrated in your
detailed response. As you know, we have long advocated tirelessly for the installation of a fiber
optic line to Silverton. As the last county seat in the State of Colorado without a fiber {ink, we
have pushed, prodded, cajoled, harassed, and bepged for various governmental and private
entities to bring a fiber optic line into our community. In our 12 years of advocacy work, Eagle-
Net is the only entity that has come forth with both a vision and the funding for a viable solution
to our Jong standing telecommunications quagmire,

It is deeply reassuring that in response 1o the concerns and questions raised in our letter, Eagle-
Net has reaffinmed its commitment to bringing a fiber line to the Silverton School and by
association, the Silverton community. In support of that end, we appreciate your offer to keep us
apprised of all relevant developments toward project completion including the exceution of
necessary contracts, acquisition of required permits, et cetera. In order to assist us all in that
information-sharing process, please note that our designated local technology planning team,
Operation Link-Up, meets regularly at 8:30 am on the second Tuesday of cach month in the
Silverton Town Hall. We would like extend a standing invitation for an ENA representative to
attend or participate in that monthly meeting so as to report on any relevant progress. We feel
that such participation will altow us respond from a more informed perspective to any further
concerns we might receive from outside interests while also allowing for a productive
collaboration process between us from a planning standpoint,

1{Page
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As you well know — and as My, White and Ms. Dirks observed personally upon their recent visit
to Town ~ the community has acted with what it believes to be reasonable reliance on ENA’s
impending fiber build as it has undertaken state-of-the-art improvements to the school’s
communications systems, which are now capable providing 10 gigabyte broadband-based
educational services, But such services are possible only via a presently-lacking, ground-based
connection to the outside world. With ENA having pledged to establish such a connection, the
schoo!l will be able to actually employ the tools it provided for itself in anticipation of the ENA
project completion.

In similar fashion through joint participation in the Southwest Colorado Open Access Network
(“SCAN") project, the Town and County have dedicated significant financial and human
resouzces to {he construction of an inter-community fiber optic ring meant to connect all public
facilities in town. In the course of committing their respective grant match amounts to this state
Department of Local Affairs-funded enterprise, the Town and County have continued to operate
under the assumption that this local fiber ring would not exist in a technological void. Rather,
the respective governments have acted on the basis of ENA’s repeated assurances that this
locally funded asset would be connected to a regional fiber optic extension that ENA has pledged
to extend northward up the U.S. 550 corridor at least to Silverton if not beyond.

Please note that notwithstanding the long-awaited benefits an ENA fiber connection will confer
upon us as a County, a county seat, and a-school district, we have always maintained — dnd we
will continue to maintain — that the completion of these improvements represents far more than
merely a large step toward the solution to the Silverton-San Juan County technological divide..
Rather, we.and other leaders in our surrounding communities feel that this build represents a
crucial undertaking in shoring up the entire region’s economic development potential, all along
the U.S. 50/550 corridor from Durango to Grand Junction. On behalf of not only the local
residents we represent here in Silverton, but for those business interests and residents all along
this vastly underserved corridor, we arc once again thankful for the enhanced connectivity ENA
promises for the region on a collective basis. All of southwest Colorado spoke though the
Governor’s Bottom-Up FEconomic Development Plan process of the need to expand broadband
access throughout underserved areas in the region and we see ENA responding to that universal
plea through its completion of this component of its larger statewide network creation.

So again, while we are sure a myriad of unanswered questions and host of logistical and
technical complications remain, we would like to continue to offer our unyielding support to
Eagle Net in whatever form that may take as your organization continues in good faith to move
forward with brining expanded connectivity to our community and broader region. We sense that
we are as close to a solution as we have ever been given Eagle Net’s recent assurances o us and
have confidence that your goal fo link every school district in the state with a fiber connection is
sincere. On our end, know that Operation Link Up’s persisting goal is to bring fiber optics to our
school and other public-sector facilities through whatever means feasible and reasonable. With
that in mind, if ENA’s solution involves the installation of fiber from the south alone, trust that
Link-Up will remain committed to closing the gap between Silverton and Quray to the north
thereby providing a seamless fiber path along this portion of the Western Slope in order to level
our area’s playing field with respect to both educational opportunities and economic
development potential,

2{Page
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We appreciate that you have taken on the challenge of providing a solution that no one else has
been willing or able to do. We look forward to a successful 2013 fiber build and remain ready to
help problem-solve in whatever manner we can,

Maost Sincerely,

: q,{m\ Ikt I e <y

Kim White, Superintendent William Tookey
Stiverton School District San Juan County Administrator

7 B RN
dson 8. Wells
Silverton Administrator

CC: Lary Strickling, Assistant Secretary for Communications and Information
Representative Greg Walden, Chairman of the Communications Subcommittee
Represéntative Terry Lee, Communications Subcommittee
Jonathon Adelstein, RUS Administrator
Jessica Zufolo, RUS Deputy Administrator
Tom Yennerell, Chairman of the-Southwest Colorado Council of Governments
Congressman Scott Tipton Gardner
Senator Mark Udall
Senator Michael Bennet
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Representative Scott Tipton Representative Mike Coffman
835 E. Second Avenue, Suite 230 1222 Longworth HOB
Durango, CO 81301 ‘Washington, D.C. 20515
Representative Cory Gardner Representative Doug Lamborn
213 Cannon HOB 437 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515
September 26, 2012

Dear Congressmen,

We are writing to you in response to your joint letier dated September 17" and directed to National
Telecommunications & Information Administration (“NTIA”) Administrator, Lawrence E. Strickling, In
this communication, you collectively called for an immediate halt to telecommunications build-out efforts
currently underway across the State of Colorado through the NTIA-funded Eagle-Net Alliance (“ENA”)
project. In light of this request, we wish to advise you of our opposition to such extreme measures and of
our general support for ENA’s organizational mandate to bring enhanced telecommunications abilities to
unserved and underserved areas such as ours.

Insofar as ENA has expressed its intent to complete a fiber optic build to our community where the )
entirety our communications systems has long subsisted via only a tenuous microwave link to the greater
world, we feel that ENA’s plans to complete this connection northward up the U.8. 550 corridor will not
only serve the primary objective of affording our school system the use of much needed 21 Century
technology, but also the secondary effect of providing our entire region with the infrastructure it needs to
expand economically in these challenging times. We thus feel that any cessation of ENA’s progress in
Southwest Colorado would necessarily dampen the prospects of positive growth in the region, thus
placing us at a distinct economic disadvantage as other states and nations continue to build out their
telecommunications networks in such a manner as to afford interests in both the public and private sectors
crucial opportunities to succeed and aptly serve their constituencies in the global marketplace.

We recognize that ENA has suffered wide criticism for purportedly not focusing resources more acutely
in the most technologically disadvantaged areas of the state and we stand firmly with our other
underserved mountain communities in calling for the organization to use this federal grant award as an
opportunity to deliver state-of-the-art connectivity where the private sector has failed to do so. But we

1|Page
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feel that putting ENA’s expansion plans “on hold,” as you have called for, while the Department of
Commerce undertakes an exhaustive audit of the program would be not only wasteful and inefficient, but
counterproductive as such a measure would undoubtedly depress both the educational opportunities ENA
seeks to afford as well as the secondary economic benefits that might be realized via a strong and
redundant fiber connection from Durango to Grand Junction.

Though this build may not completely close what we have come to call the “Silverton Gap,” its
completion would mark a substantial step in that direction and stands to serve as a tremendous success
story in one part of rural, underserved Colorado. We thus view any attempt to subvert this effort and those
in other underserved communities across the state as an impediment to our respective abilities to compete
both educationally and commercially on a technologically even playing field. So again, we object here to
your call to put the ENA project on hold and will continue to oppose to any efforts to curtail what we
view as substantial progress in the realm of telecommunications advancement. We hope that in résponse
to this plea, you will take our firm and united position under strong advisement as you continue to
scrutinize the ENA build-out.

Most Earnestly, -

Ko wkte g Alle, e

Kim White, Superintendent William Tookey T ason . Wells
Silverton School District San Juan County Administrator _-Silverton Administrator

CC:  U.S. Senator Mark Udall
U.S. Senator Michae! Bennet
U.S. Representative Diana DeGette
U.S. Representative Jared Polis
U.S. Representative Ed Perlmutter
Larry Strickling, Assistant Secretary for Communications and Information
Representative Greg Walden, Chairman of the Communications Subcommittee
Representative Terry Lee, Communications Subcommittee
Jonathon Adelstein, RUS Administrator
Jessica Zufolo, RUS Deputy Administrator
Tom Yennerell, Chairman of the Southwest Colorado Council of Governments

2|Page
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Concerning Colorado’s application to the Breadband Technology Opportunities

Program

Whereas, rade’s commuinities in l'i. rai and remnoie areas continue to lack sufficlen
aceess io

4307

Whersas, Colorado is ranked 42

Whereas, the Broadband Téchmiwy Opporburdfies Program, adminislered by the US
Crepartment of Commerr;’ National Telecommunications zad Information
Administration, 's a grant program dedicated o implement and inorease broadbant
BOCSSS N Areds ihz::.t current E 7iack such service s and

2

& recagnizas he value of supporting publie, private and government

Whereas, the stife along with local governmends; lsaders i the Healih Care mlustiy,
K-12 community, Cormmunily Centers, Liraries, Community Colleges and Higher
Education; and leading private companies in Colorado have daveloped an inrovative
application for the BTOP grant, Colorado Community Anchors Broadband Consortium
{CCABC) Grant Application, o bulld, upgrade, sxtend and deliver high-speed

broadband miee et connenthvily; and

Whaereas, these enfitles have come togather in 2 publicfprivate collaboration of the
(e ,’zieunal oars of Covperstive Edunational ﬁsm@e' a noreprofi Csiez”de
ucaticnal services corporation, under ifs Educational Access Gateway Learning
&

&m;zcﬂzmg*zt Motwork (EAGLE-NETY, and

‘Mmms the CCABC Gran :«pphaarm
ar 2,000 schools and 800,000 nmr‘eamv, ? {“ m'm: ;é
2 TOCES, 21in t utions of Higher Edugation, Pub

Courdies, providing Intemet, nlemeat i ang »&'mw

S

the CCABC Grant Application will enhance

Ahars o delfivery of broadband m{ex*si\s‘s
es&wicea sw" 28 Ngh definition videnfoudio distance zszéﬁs‘rzi:‘zg, adult education and
fraining opportunities, care otienied ps&f 3% st :m! z:—:ﬂxopmem msdionl sarvi
from wrhan health care programs, and broadhand services 1o homes and businesss
private sesior paitrer broadband service pmvf e s, and
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Whereas, the CCABC Grand fi\sy‘ﬁ ation has the suppott of the Colorado K-12 sdusation
ominunity, including the Colorado Department of J%u’*meon the Colorado Association
st Schoot Executives, the f"mmoo Association of Schao! Boards, the Celorado

Educatdon Association, and the Colorado BOUES Association

f”"’*

Be i Resclved by the

v O T Bixty-seventh General Assembly of (he State of
Cotorad, the :

. cancuring hare

CrACD, BIE o0 m; lete
nsortium Grant Application

We, the members of the Genaral Assambly of th
arado Community Anchiors Broa

support of the G f

under consideration by U8, Depariraant off nal Telesommunication

information f"“a{ffu{x tration through the Broadbsrx Qs}pc:xwwes Frogeam,

Be i further resched (hal we, the membars of the Assemibly of the Siae of
favorable

i
Colorado, lend our support io this g,fnr;:‘xsm ard res
consideration of the funding of this apglication to assistin the mplen
statewide broadband nelwork,
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IR

75 percent of schools in North Carolina have broadband over 50 MI
compared to 4 percent of schools in Colorade

North Carolina vs. Colorado

% Colorado & North Carolina

100% 97%

68%

4%

>3 Mbps > 10 Mbps 250 Mbps 2100 Mbps

Data as of June 30, 2012
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February 26, 2013

Chairman Greg Walden
Subcommittee on Communications and Technology
U.S. House Committee on Energy and Commerce

Ranking Member Anna Eshoo

Subcommittee on Communications and Technology
U.S. House Committee on Energy and Commerce
Dear Chairman Walden, Ranking Member

Dear Chairman Walden, Ranking Member Eshoo, Members of the Subcommittee on
Communications and Technology:

My name is Christopher Thurow Sr. and | am a resident of the State of Florida. { represented Bradford
County Florida on the board of the North Fiorida Broadband Authority since its inception in 2009. 1 also
served as the chair of the technical operations committee for the same. Bradford County has since
withdrawn from participation in the program. | have more than 35 years of experience in in both the
public and private sector, currently serving as Director of Information Technology in Bradford County
Florida. | am providing my personal experience with the North Florida Broadband Authority which is a
BTOP recipient and | am not representing any party other than myself.

The North Florida Broadband Authority was awarded a grant to provide ubiquitous middle mile gigabit
broadband connectivity. More than 28 million dollars have been spent to date on this project and it is
questionable if the recipient matching portion of the grant has been met.

There have been numerous miscalculations as to the intent, delivery, planning and funding for this
particular BTOP program. Allegations of waste, fraud and abuse led to NOAA withholding funding and
eventually led to the NTIA recommending the removal of the general manager, the legal firm and the
grant compliance company that were managing the entire project. The investigation is still underway at
the Office of the Inspector General. Seven of the original fourteen counties have withdrawn from the
NFBA.

Currently the program has an estimated five thousand to twelve thousand dollars month total revenue.
This revenue is not from the targeted middle mile users but is primarily end users that the NFBA has
provided both equipment and installation at no charge to the user. Anchor institutions may comprise of
5-10 of these connections, The anchor institutions that were provided service had broadband
capabilities already through the private sector.

The grant required sustainability to be met by January 31% 2013.
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A low estimate of monthly expenses for the NFBA would be in the vicinity of three-hundred thousand
doliars a month.

The NTIA program office has constantly modified program rules to accommodate the recipient however
grant non-conformity persists. indeed, at the expense of the grant the NFBA has hired a full time
“lobbyist/law firm” to parlay with the NTIA and NOAA to make certain virtually all costs are grant
eligible.

After no less than four “cost and sustainability studies” the NFBA late last year spent another one
hundred thousand dollars on consulting fees to generate more of the same. The NTIA clearly wanted to
hear about revenue sustainability and it didn’t mind spending taxpayer money to get the answers they
were looking for, At this very moment the NFBA is spending taxpayer money on yet another
sustainability study.

The revenue model is untenable thus the NFBA has clearly failed in its intended objective.
Christopher Thurow Sr.

Morriston, Florida

Digitally signed by Christapher Thurow
DN: cn=Christopher Thurow, o, ou,

Christo P her TRUIOW alanmowebrsdtoracounyigon s

Date: 2013.02.27 08:02:10-05°00"
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Congressman Cory Gardner
213 Cannon House Office Building
Washington, DC 20003

RE:

Congressional E & C Oversight Hearing- Is the Broadband Stimulus Working

Dear Congressman Gardner:

The following points have been summarized to provide a brief summary of the BTOP Grantee, EAGLENET
and its overbuild of PC Telcom’s operating area.

ENA is established as a quasi-state agency and is restricted from selling to non-members (CO Senate
Bill 152) which goes directly against their open access requirements within the BTOP grant.

PCT has served and continuously upgraded its network in northeastern Colorado since 1906.

PCT currently serves more than 10 CAls via locally owned and maintained fiber optic network
throughout several rural northeastern Colorado counties with available multi-gigabit capacities. Fiber
middle mile and area schools have been served for approximately 10 years.

PCT offered and EAGLE-Net (ENA)/ NTIA agreed to a preferred lit services arrangement in
February of 2012. PCT provided detailed network mapping and information to ENA and NTIA
repeatedly throughout 2010, 2011 and 2012, There can be no question that ENA/NTIA knew that
PCT’s territory was fully served by fiber optic.

In July and August of 2012, ENA/NTIA spent approximately $4 million to construct new duplicative
fiber optic systems throughout PCT territory, overbuilding routes already served by conduit conteining
a minimum of 24 strands of fiber optic {(and thereby near infinite capacity as PCT deploys the latest
dense wave division multiplexing technologies).

Having overbuilt nearly 100% of PCT’s fiber optic facilities connecting Community Anchor
Institutions to high capacity and reliable broadband services, ENA/NTIA is actively courting ali of
PCT’s highest paying customers with below-cost federal services. This is utterly contrary to federal
law, state law and the promises ENA made to the state to serve unserved and underserved areas while
partnering with carriers in already served areas. Collaboration was stressed repeatedly in ENA’s pre-
grant discussions and its application.

PCT’s backbone connection is on an industry compli: dundant ring that can failover to alternate
routes in milliseconds offering redundant routes to ENA’s single threaded network running more than
160 miles from Denver to the far northeastern comer of the state. ENA cannot maintain its network; it
has neither the personnel nor experience; it simply used federal money to hire contractors and build
network without any real idea of what it was doing.

PCT has offered to assume ownership of the overbuilt network and maintain it for NTIA and ENAina
sustainable locally owned fashion that PCT can repay RUS loan of approximately $8 million while
retaining PCT’s largest and most reliable institutional and commercial customers.

Community leaders, county executives and more than 350 Coloradans across PC Tel’s territory have
repeatedly urged NTIA not to overbuild existing carriers and to remedy the overbuilds where they
have,

Sinpérely,
M P.0. BOX 387
Vince Kropp, CEO/GM HOLYOKE. €O 80734

PH::;:8970.854.2201
FX::970.854.26868
WWW. PLTELCOM.COOP
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February 27, 2013

Representative Gardner
United States Representative

re: Eagle Net

Dear Sir:

I want to first thank you for all you have done for the residents of rural Colorado to
receive adequate and equal broadband service as our metropolitan counterparts.
As Mayor of Bayfield we have witnessed businesses pass our community due to a
lack of broadband service.

In the southwest both the local governments and the carriers recognize that we
must work together to bring broadband to our residents and businesses. QOur local
carriers are working tirelessly to expand broadband in our area but lack the
necessary capital to complete the job., Eagle Net represented a viable option to
bring this to fruition. However, we will not sacrifice collaboration for money to
accomplish our broadband initiatives.

Please find attached a document I support and personally hand delivered to Eagle
Net’s new CEO Mike Ryan on behalf of our local carriers outlining how we will
continue to work collaboratively. Eagle Net is welcome to join the collaborative
model we have established.

Thank you again Representative Gardner for your efforts to assist rural Colorado in
our plight.

Dr. Rick K. Smith
Mayor of Bayfield
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To connect all municipalities in the region with a fiber network by
maximizing the fiber investment made by the private sector, the Southwest
Colorado Council of Governments (SWCCOG) and the federal government in
southwest Colorado.

Southwest Colorado has challenging terrain for fiber projects whether buried
or aerial installations are contemplated.

The local carriers have substantial investments in fiber routes throughout
the southwest. The combined routes connect approximately 80% of the
southwest (see attached map).

The SWCCOG has a $4 million fiber investment with major funding coming
from Colorado's Department of Local Affairs (DoL.A) connecting the schools
and government buildings in each of its member municipalities.

The local fiber loops connect the schools, libraries, municipal and county
buildings together and bring them to a neutral location.

Many of the SWCCOG’s smaller municipalities partnered with the local
carriers to complete their local fiber loops through a collaborative effort.

The southwest local fiber carriers currently connect 80% of its municipalities
though a system of fiber routes.

The southwest wireless carriers currently provide middle mile and last mile
connectivity to customers with a backhaul services component as well.

Each of the SWCCOG member municipalities has scheduled or completed a
local fiber loop connecting schools, libraries, municipal and county
government buildings.

Eagle Net has installed empty conduit sporadically around the southwest,
mainly in Montezuma and Dolores Counties.
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Oversight, transparency, accountability, and public access information are
important components of all broadband development projects funded by tax
payer’s money.

Public funds allocated for broadband development may be used to
compensate for the lack of private broadband investment in unserved and
underserved communities, such as rural areas and low-income areas.

The SWCCOG defines underserved as: The ability of an organization to
continually utilize applications and tools to meet the organizational mission
and goals. As applications are enhanced with a need for increased
broadband capabilities and the current infrastructure cannot support the
increased need, the area is deemed underserved.

The SWCCOG recognizes three plausible options for the NTIA and Eagle
Net to complete the middle mile fiber network in the time allotted.

1) Eagle Net work cooperatively with the local providers to complete the
middle mile fiber network utilizing local providers’ assets currently
installed. Elimination of duplicate/parallel fiber builds in order to
maximize NTIA funding, local carrier investment and the DolLA funded
SCAN project.

The SWCCOG assist NTIA and Eagle Net by facilitating a collaborative
effort on Eagle Net's behalf between local carriers and NTIA to complete
the middle mile fiber network utilizing local providers’ assets currently
installed. Elimination of duplicate/parallel fiber builds in order to
maximize NTIA funding, local carrier investment and the DoLA funded
SCAN project.

2

'

3) The SWCCOG and the local carriers collaborate to acquire the necessary
funding to complete the middle mile fiber network utilizing local
providers’ assets currently installed. Elimination of duplicate/parallel
fiber builds in order to maximize the funding, local carrier investment
and the DoLA funded SCAN project.
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BLANCA TELEPHONE COMPANY AN h A SINCE 1826
B I c 188 Sarstea Fo v (7T SREP-LPEA
Ao, LK BrIer CPVE ST IE T
Email: bte@gojade,org FTEE) 7R ZHDIS Fax

February 25,2013
Representative Cory Gardner
213 Cannon HOB
Washington. DC 20515

Dear Congressman Gardner:

This letier summarizes the experiences of Blanca Telephone / Jade C jcat] with regard 10 EagleNet and
is to be incorporated into the record of the Committee on Energy and Commerce Subcommittec on
Communications and Technology with regard to the hearing on Wednesday, February 27, 2013, at 10:30 a.m. in
2322 Raybura House Office Building entitled “1s the Broadband Stimulus Working?”

Blanca Telephone / Jade Communications (“Blanca®™
¢ Bianca is a family owned and operated provider proving high quality, Tocally owned and maintained
telecommunications services in the San Luis Valley since 1937,

+ The Blanca Telephone and Jade Communications service area is 6 times Jarger than the state of Rhade
{sland or 1.3 times larger than the state of Connecticut or just a litde smaller than the entire state of New
Jersey. Itincludes four of Colorado’s persistent poverty counties.

*  Insquare miles, Blanca Telephone’s fiber optic broadband service territory spans 1000 square miles in
couniies where the population densities is 2.9 people per square mile. Jade Communications fiber and
Microwave facilitics span approximately 7327 square miles with an average density of 7.4 persons per
square mile. Bianca Telephone has assiducusly invested in these areas for 91 years to bring 21st Century
network {nfiastructures Lo these extremely remote and hard to serve areas.

*  Despite these enormous challenges of massive distances, and a harsh winter climate, depressed rural
cconomies suffering from not only a continuing weak economy, but historical drought conditions,
extremely low population densities and average income way below the national levels, Blanca Telephone
has succeeded in building out more than 230 miles of advanced fiber optic network providing high speed
Internet services to some of the most remote, hardest to serve areas in the United States, Schools and
community anchors Jocated in Costille County are hundreds of miles away from larger population centers,
The closest population center of any significence is 100 miles away., The Blanca Telephone Company

serves approxi ly 1,000 resid k and 1 school and Jade has over 11 towers that provide
dedicated high capacity fixed wireless service 10 more than 1,500 residences, businesses, schools and
libraries.

«  Centary-link {Qwest) is the major local exchange carrier in the San Luls Valley. They buried a fiber line
many years ago. This fiber was the only lifeline (o the outside world, When the fiber was cut, a1} oT the
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services: inamet, cell phones, land line phones, e-mall. credit card machines and 211 werd completely cut
off and remain off until the fiber was spliced. | remember onge we had no communications with fhe
outside world for over 8 hours. The Blanca Telephone Company/Jade Communicatians tock on the
challenge and teamed up with TaosNel.net, an internet provider in Taos New Mexico. TaosNetnet. like
Blancs T'etephone Company/izde only had one way in and one way of their respective Valleys. Together
we teamed up and built a microwave route between the two companies. See www.Chilgroute.com, We
discovered that we depended on the Chileroute on & daily basis, One day the Century-Link fiber was cut
and the entire Century-Link emargency personal showed up at our office o ¢all for help. With this history
behind us, the Blanca Telophone Company constructed fiber optic condutt and multiple fiber count along
a route from Alamosa to Walsenberg providing a new, robust, physically diverse high eapacity
connectivity for all of the San Lufs Valley. This ensures the Velley’s economic future, s no business
witl consider locating in sn area with unreliable broadband where connectivity can go down for any
appreciable amount of time. With this new build, Blanca can ensure that jis customers will be served
within milliseconds on diverse routes theraby assuring the comtinued progress of economic development
in this area of Colorady.

*  As Blanca Telephone and Jade Comimunications has repeatedly represented to EagleNet through multiple
filings with the entity as well as multiple Jetters provided to NTIA, countless meetings, negotiations and
Local Technology Planning Team sessions over the past several years, Blarica Telephone and Jade
Communications network, service capabilities, customer service and pricing, rivals those of larger cities
in the State of Colorado state or any state inthe US, Blanca has supplied maps and other information to
ENA and NTIA repeatedly.

+  Blanca was the first to deploy high-speed fiber optic and next generation dedicated wireless broadband
connectivity services throughout Costills, Alamosa, Rio Grande, Saguache and Conejos Counties in the
San Luis Valley,

« Blanca's network is capable of near-infinite capacity, is locally maintained, meets all industry standards
and is supportéd by (three) diverse routes in and out of the San Luis Valley. Blanca provides three
physically diverse middic-mile routes in and out of the San Luis Velley while other competing carvders
provide an additional three diverse and redundant routes for a total of 6 diverse and redundant middie
mile routes, exclusive of ENA, dircady serving the San Luis Valley.

*  Blanca was more than willing 1o offer NTIA reasonable terms that would have saved them an estimated
$20 mitlion, but NTIA with full advance knowledge that Blancaflade served almost every CAI in its
service werritory with high capacity broadband services chose instead to duplicate Blanca's high speed
network with & second set of conduil. fiber optic, network access points, regeneration gear, and
collocation facilities wasting tens of millions of federal dollars that could have been used for unserved
and underserved areas in tie western part of the stats, such as those méntioned in the recent Wall Street
Journal and New York Times articles.

*  NTiA is now unfairly competing for Blanca’s largest customers using federal grant dellars to offer below-
cost services and telling them to dissonnect Blanca's high-speed services in favor of thie federal
government’s beldw cost services. Schools in La Veta, for example, now lias three separate fiber optic
systems connecting them, They are apting for government-sponsored connectivity simply because the
taxpayers have footed the bill for this duplicative network.

«  Withonly a handful of instirutionat custorners 1o support miflions of dollars of private investment
including a recently completed fibor optic rouse between Walsenburg and Alamose, NTIA has stranded
Blanca's multimillion-dollar investment in a diverse underground route containing 48 fiber optic strand
and harming long term evonomic development throughout the San Luis Valiey.

= Blanca requests that fiber aptic strands on overbuilt portions whete it was providing compliant high
vapacity services w schools and community institutions be transfersed 1o Blanca and other reasonable
restitution be made.

Please fully examine NTIA s and EsgleNet's activities in Colorado as they have refused fo obey the mundates
of faderal law, ignored the express will of Colorade's communities, overbuilt fiber optic systems in the San
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Luis Valley and statewide, and still insist that they somehow need to make a profit— as if the federal
government were ever charged with the duty to enter the telecommunications markets as a taxpayer funded
entity and compete with the private market. This must be stopped and justice must be served for the many
communities thraughout the state harmed by duplicative and wasteful overbuilds as well as those deserving
communities who never received a dime despite, for example, in the case of Gunmison Colorado, fiber oplic
cable hanging fully exposed on cattle fencing connccted with a zip tie.

Thank you for your prompt sttention in these matters.
Sincerely,
G UL J )

Alan Wehe, Manager

Blanca Communications / Jade Communications



240

- - v

Internet - Phone - Data

402 Santa Fe Ave, PO Box 357, La Junta, C0 81050

800-657-7149 719-383-1349
www.secom.net

February 25, 2013

Representative Cory Gardner

United States House of Representatives
213 Cannon HOB

Washington, DC 20515

Dear Congressman Gardner:

This letter summarizes the experiences of Southeast Communications, Inc. (SECOM)
with regard to EagleNet Alliance (ENA) and is to be incorporated into the record of the
Committee on Energy and Commerce Subcommittee on Communications and
Technology with regard to the hearing on Wednesday, February 27, 2013, at 10:30 a.m.
in 2322 Rayburn House Office Building entitled “Is the Broadband Stimulus Working?”

By way of introduction, Colorado is the nation’s eighth largest state covering more than
104,000 square miles. It could contain the states of Maryland, Virginia, West Virginia,
New Jersey, Connecticut, Delaware and Rhode Island and still have more than 4,000
square miles to spare.

SECOM’s territory covers the counties of Baca, Bent, Crowley, Kiowa, Las Animas,
Otero, Prowers and reaches into Cheyenne, El Paso, Huerfano, Lincoln, and Pueblo. Las
Animas County alone covers 4,771 square miles. That’s larger than the states of
Delaware and Rhode Island combined and just short of the size of the entire state of
Connecticut,

In square miles, SECOM’s fiber optic broadband service territory spans 24,685 square
miles in counties where the population densities are less than one person per square mile.
Only three of these twelve counties have population densities above 10 persons per
square mile.

To understand what it means to serve an area nearly 25,000 square miles in size consider
that SECOM s service territory is more than twice the size of the state of Maryland,
larger than the states of Vermont and New Hampshire combined, or larger than the states
of Massachuseits and New Jersey combined. Stated otherwise, SECOM serves schools,
hospitals, community colleges, municipal governments, fire departments, police stations,
local businesses and everyday Coloradans in an area that is precisely half of the entire
state of New York.

Under no circumstances can the federal government be allowed to enter into private
telecommunications markets as a taxpayer subsidized competitor, which is exactly what
ENA desires to do despite having a statutory charge of serving unserved and underserved
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communities, which, as applied to Colorado exist almost entirely in specified areas in the
western half of the state. As should be clear, ENA not only has failed to serve the
western half of the state, they have overbuilt carriers, including SECOM in the eastern
half of the state. This duplication of existing fiber optic and high capacity fixed
microwave systems providing 100mbps and above while leaving the west unserved
results in an egregious waste of taxpayer money. It harms the viability of carriers
providing critical broadband infrastructures in eastern slope communities where
community-based carriers have successfully operated for decades while leaving other
communities without those infrastructures. The entire intent of the program has been
turned inside out and has resulted in significant statewide harm. Nothing could be further
from the direction Congress gave to the NTIA, from the promises made to the state by
ENA, from the published statements in their grant applications, from the NTIA rules
themselves, from the statements of the Colorado legislature who supported the grant on
the condition that it cooperate and partner with existing carriers while ensuring unserved
areas received appropriate infrastructures and from common sense.

In surmmary:

Southeast Communications (SECOM)

e SECOM has served southeastern Colorado with fiber optic since 1998.

s SECOM offers multi-megabit services throughout its 25,000 square mile territory
including offering residential customers 100mpbs down / 50mbps up, which is far
better than most urban customers receive not to mention these service offerings
are at competitive prices.

¢ SECOM currently serves more than 250 Community Anchor Instifutions (CAls)
via locally owned and maintained fiber optic network throughout 12 rural
southeastern Colorado counties with available multi-gigabit capacities. These
CAls have been on-net to SECOM fiber optic since before the ENA overbuilds
started. All of SECOM’s network information was made available to ENA in
advance of their overbuilds and SECOM responded to RFPs from ENA but they
never replied.

» SECOM has also offered EagleNet Alliance (ENA) a preferred lit services
arrangement that will provide service quality, reliability, maintenance and pricing
that ENA concedes is superior in every respect to what it can offer.

s SECOM'’s offer provided ENA with a minimum of $10 million in direct savings,
while preserving SECOM’s role as an effective provider of highly competitive,
world-class fiber optic to the premises provider throughout southeastern
Colorado. By the same token ENA would extend competitive neutrality to
SECOM across the ENA network, thus ensuring continued competition
throughout the state.

¢ This $10 million could be redeployed to supply critical middle mile connectivity
and boost economies in hard-hid Western slope communities including Silverton,
Pagosa Springs, Mancos, Dolores, Bayfield, and Crested Butte.
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¢ Since December 7, 2012 NTIA has not spoken with SECOM and recently began
offering below-cost services in SECOM territory despite having the entire
territory covered with fiber optic.

SECOM asks that the House Committee on Energy and Commerce Subcommittee on
Communications and Technology expeditiously resolve the issues with ENA, ensure
that no further overbuilding can occur, and properly dispose of ENA’s assets in ways
that are consistent with the express will of dozens of communities statewide whose
county executives, economic development organizations, businesses and ordinary
citizens of the State of Colorado who were promised an organization that would not
overbuild, that would cooperate with the carriers and that would use taxpayer money
only where there was actual need. The government must take responsibility and
compensate those who have been harmed and ensure that such harm not recur
whether through BTOP or some other federal program.

On behalf of dozens of county executives, communities throughout the southeastern
comer of Colorado, and citizens statewide, please see to it that these issues are
resolved completely, comprehensively, irrevocably and immediately.

Thank you,

QO\»\W

Jon Saunders, General Manager,
SECOM
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W OF
a"@‘ GWQ‘“@,Q UNITED STATES DEPARTMENT OF COMMERCE
The Assistant Secretary for Communications

P ; | and Information
% & ] Washington, D.C. 20230

NI

The Honorable Greg Walden

Chairman

Subcommitiee on Communications and Technology
Committee on Bnergy and Commerce.

House of Representatives

Washington, DC 20515

Dear Chairman Walden:

Thank you for the opportunity to testify on February 27, 2013 before the Subcommittee
on Communications and Technology at the hearing entitled “Is the Broadband Stimulus
Working?” I appreciate your forwarding additional questions for the record to me on March 28,
2013 )

My responses to the questions are enclosed. If you or your staff have any additional
questions, please do not hesitate to contact me or James Wasilewski, NTIA’s Director of
Congressional Affairs, at (202) 482-1840, )

Sincerely,
W g

Lawrence E. Strickling ‘e

co:  The Honorable Anna G. Eshoo, Ranking Member
Subcommittee on Communications and Technology

Enclosure
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Responses to Questions from the Honorable Joe Barton

1. NTIA recently issued the funding announcement for the state planning grant
program. I understand the grant performance period is three years and that there
could be a second phase adding another two years. How do you reconcile a three to
five year planning period with the fact that on Saturday during the National
Governors Association conference Board Chairman Sam Ginn testified that the
Board has already “architected the system” and “know{s] what it's going to look
like”?

The State and Local Implementation Grant Program (SLIGP) will run concurrently with the First
Responder Network Authority’s (FirstNet’s) work to design and develop the nationwide public
safety broadband network. The Middle Class Tax Relief and Job Creation Act of 2012 (Act)
directs NTIA to establish SLIGP to assist state, regional, tribal, and local jurisdictions with
identifying, planning, and implementing the most efficient and effective means to use and
integrate the infrastructure, equipment, and other architecture associated with the nationwide
public safety broadband network to satisfy the wireless broadband and data service needs of their
jurisdictions. SLIGP also supports and facilitates the states’ consultations with FirstNet, which
the Act created as an independent authority within NTIA to oversee the design, construction, and
operation of a nationwide public safety broadband network that is based on a single, national
network architecture.

The grant program has a three-year period of performance. Within this three-year period, the
program is divided into two phases. The initial phase allows up to 50 percent of the federal
funds to be used by states and territories to start planning, outreach, and governance activities, as
well as the initial consultations with FirstNet. The second phase will be opened once FirstNet
has determined what data elements it needs collected from the state, local, and tribal
stakeholders. NTIA will release the remaining 50 percent of federal funds sometime during the
first three years of SLIGP, at which time the states and territories will have access to all federal
funds to complete all activities, including the outreach, planning, consultation, and data
collection.

NTIA received SLIGP applications and expects to award grants this summer. The efforts funded
under SLIGP will complement and facilitate FirstNet’s consultations with regional, state, tribal,
local, and federal jurisdictions and public safety, which FirstNet Board Chairman Ginn has stated
will be ongoing. To the extent FirstNet is “architecting the system,” it is merely in the
preliminary phases of exploring various design, deployment, and financing options, consistent
with the Act, and is not making final decisions on network design. Indeed, FirstNet needs to
have a thorough understanding of these options in order to have meaningful consultations with
state, tribal, and local governments and public safety, and to incorporate their requirements into
the ultimate network design.

2. Tam encouraged that FirstNet has been visiting the states, including Texas recently,
and may potentially move forward with all the suspended BTOP projects if terms
and conditions can be successfully negotiated over the next 90 days. I understand,
however, that one such condition would be to transfer control of the BTOP assets to
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FirstNet. Wouldn’t the effect of this transfer of assets be to eliminate a state’s
statutory right to opt-out of the FirstNet deployment since it would otherwise be left
with no beneficial access to these assets? Stated differently, wouldn’t this create a
de facto opt-in position for BTOP jurisdictions prior to their being presented a plan
to make an opt in/opt out decision? What would be the purpose of requiring
agreement to a transfer of control now as opposed to waiting until the plan for a
particular state is complete?

In February 2013, the FirstNet Board adopted a resolution outlining its path forward with the
seven public safety BTOP grantees, whose funding was partially suspended by NTIA following
enactment of the law creating FirstNet. Currently, Board member Sue Swenson is negotiating
700 MHz lease agreements with each of these seven projects. As this process has not yet
concluded, FirstNet has not provided me with the terms of any agreement and I cannot speculate
on the possible effect any hypothetical term may have on a state’s decision to opt-out.
Moreover, as five of the seven projects are with entities other than states, whatever conditions
those grantees might negotiate would have no effect on a state’s opt-out rights.

3. In the last FirstNet meeting held on Feb 12, 2013, the board approved resolution 18
directing the board to negotiate spectrum lease agreements with BTOP public safety
grant recipients within 90 days. Texas was not included within that resolution and
there are concerns with the Special Temporary Autherity (STA) process being
temporary caunsing jurisdictions concern about investing money into the network
and planning within Texas. Is there planning within NTIA and FirstNet to ensure
that Texas also is allowed to negotiate a long term spectrum lease agreement and if
so when can it be expected.

While the Board’s February resolution applies only to its negotiations with BTOP awardees, a
representative of the 700 MHz public safety project in Harris County, Texas, which was funded
with grants awarded by the U.S. Department of Homeland Security, has been participating in the
group’s discussions as an observer. At its April 23, 2013 meeting, the FirstNet Board adopted a
similar resolution authorizing Ms. Swenson to commence negotiations on a spectrum lease
agreement with the State of Texas to cover operations under the Harris County project. Texas is
currently engaged in discussions with FirstNet regarding a spectrum lease.

4, The current authority for the Texas Public Safety Broadband buildout is only for a
total of 14 sites within Harris Co area. Just to deploy the Harris Co area would
require approximately 90 sites. It is my understanding that jurisdictions within
Texas have local funding to invest in infrastructure however they cannot proceed
within the current approved authority. What is being done within NTIA and
FirstNet to work with Texas to allow them to continue to buildout infrastructure
beyond the current 14 sites?

The Harris County, Texas project was funded through grants awarded by the Department of
Homeland Security. Thus, unlike the circumstances with the BTOP public safety projects, NTIA
does not have an administrative role in monitoring and overseeing the project.
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Responses to Questions from the Honorable Cory Gardner

1. Is delivering middle mile facilities to unserved and underserved locations one of the
main objectives of the NTIA BTOP grant?

The broadband grant program of the American Recovery and Reinvestment Act (Recovery Act)
has several statutory purposes: providing broadband to unserved and underserved areas;
enhancing broadband for community anchor institutions (CAIs) such as schools, libraries, and
healthcare providers; improving broadband for public safety agencies; and stimulating broadband
demand.

In the first round of BTOP funding, NTIA solicited applications for both last mile and middle
mile projects. NTIA defined middle mile projects as any broadband infrastructure project that
does not predominantly provide broadband service to end users or to end-user devices and that
may include interoffice transport, backhaul, Internet connectivity, or special access. In the first
round, NTIA also had as a goal to expand and enhance broadband services for community
anchor institutions such as schools, libraries, colleges and universities, medical and healthcare
providers, public safety entities, and other community support organizations.

NTIA found that the strongest applications were from those entities that proposed a
comprehensive approach to meeting the community’s broadband needs by both expanding on
middie mile investments and providing new or substantially upgraded connections to community
anchor institutions. As a result of these tremendous benefits, NTIA awarded a significant portion
of funds in the first round of BTOP funding to such projects, and in the second round of BTOP
funding, adopted the “comprehensive communities” approach that prioritized applications that
would deliver middle mile broadband infrastructure and offer new or substantially upgraded
connections to CAls.

Middle mile investments also help “prime the pump” for additional investment by public and
private entities. In particular, the open access and interconnection requirements imposed on
federally-funded infrastructure encourage last mile and other broadband providers to tap into the
middle mile networks to expand broadband services and speeds for American consumers and
businesses. Across the country, providers have signed over 600 agreements with our grantees to
use federally-funded networks to better serve their customers. In this way, NTIA leverages
limited federal funding to significantly improve broadband capabilities for the greatest number of
Americans.

The additional focus on connecting anchor institutions provides a number of important benefits
to the nation. Schools, libraries, colleges and universities, medical and healthcare providers,
public safety entities, and other community support organizations increasingly rely on high-
speed Internet connectivity to serve their constituencies and their communities. Expanding
broadband capabilities for community anchor institutions enables them to deliver significantly-
improved education, healthcare, and economic development. Healthcare providers will be able
to monitor patient health remotely, consult with other medical professionals, and share medical
records in real-time. Emergency responders will be able to share real-time video and other
situational awareness to help protect the public and respond quickly and efficiently to disasters

4
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and other emergencies. Broadband connections in libraries enable students to conduct research
and locate information and allow workers to identify and apply for jobs. Schools and colleges
are able to stream audio and video content from other institutions, provide and receive
instruction through online distance-learning programs, and facilitate training and skill
development for adult learners.

2. Was it a goal of NTIA to collaborate with existing providers where sufficient
broadband already existed?

NTIA’s goal was to encourage our grantees to utilize existing infrastructure where it was
available, and BTOP grantees took steps to obtain information about existing infrastructure and
leverage these facilities as much as possible. In cases where some broadband facilities existed,
NTIA encouraged applicants to solicit information from incumbent broadband providers on the
availability of existing infrastructure and to lease “dark fiber,” or otherwise leverage the existing
facilities where possible. In these cases, federal funding was used to upgrade or improve the
level of broadband infrastructure in the community, such as lighting unused existing fiber with
appropriate electronics. By authorizing recipients in those circumstances to use grant funds to
light existing dark fiber and bring it online, NTIAs grant recipients have made good use of
existing facilities. In the case of Eagle-Net, approximately 1,900 network miles, or more than 65
percent of the total miles in the State of Colorado, have been leased or upgraded from existing
broadband providers. Across the United States, BTOP grantees have upgraded more than 55,000
miles of existing broadband infrastructure, demonstrating the ability of BTOP to identify win-
win opportunities for our grantees and existing broadband providers.

3. What were the criteria used to determine whether sufficient broadband existed
within unserved and underserved areas, and did NTIA have a step-by-step process
in place to determine where sufficient fiber optic facilities existed? If so, what was
that process?

NTIA defined unserved to mean an area where at least 90 percent of the households lack access
to facilities-based, terrestrial broadband service of at least 768 kilobits per second (kbps). It
defined underserved to mean an area where either no more than 50 percent of the households
have access to broadband service greater than 768 kbps, no broadband service provider
advertises broadband speeds of at least 3 Mbps, or the rate of broadband subscribership is 40
percent of households or less. The second round of funding did not require projects to serve only
unserved or underserved areas, but the extent to which the project proposed to serve those areas,
along with meeting the other goals of the Recovery Act, was a significant factor in consideration
of the application.

The mere presence of an existing provider did not necessarily indicate that the area was
adequately served. For example, community anchor institutions such as schools and libraries
need broadband speeds many times faster than the basic mass market broadband offered to
residential customers. The State Educational Technology Directors Association (SETDA) has
reported that schools need bandwidth of at least 100 megabits per second (Mbps) for every 1,000
students and staff. SETDA expects that requirement to increase to one gigabit per second by
2017-18. Compare those speeds to a basic mass market broadband offering of 3 Mbps. In
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Colorado, only 4 percent of schools subscribe to broadband speeds greater than 50 Mbps,
compared with North Carolina where a statewide educational network allows 75 percent of
schools to have broadband service at speeds of 50 Mbps or greater. Clearly, Colorado is an
example of a state with significant need for additional broadband investment to deliver the high
Internet speeds that students need to be competitive in the 21* century.

In reviewing applications, NTIA relied on such information submitted by applicants as data
collected by states or other government entities, or evidence that CAls lacked sufficient
broadband service. NTIA received thousands of letters and testimonials from schools, libraries,
healthcare facilities, and public safety entities indicating that they could not obtain the broadband
services they needed to fulfill their missions in today’s technological age. In many cases, this
evidence was bolstered by the support of leadership representing the state. To give just one
example, the Eagle-Net project in Colorado was endorsed by the Governor, the state legislature,
the Colorado Department of Education, and numerous incumbent providers. Republican and
Democratic members of the Colorado Congressional delegation wrote:

“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.”

To further avoid duplicating existing infrastructure, NTIA published detailed information about
the proposed service areas of BTOP applications and requested comment from incumbent
broadband providers on their level of service in these areas. NTIA reviewed the information
submitted by these providers and took it into consideration during the review process.

4. If sufficient broadband existed, did NTIA guidelines have steps in place to ensure
that BTOP grant awardees had a process to evaluate the best possible use of existing
facilities and BTOP grant dollars?

Please see my answer to question 2 above. NTIA encouraged awardees to utilize existing
infrastructure, such as by lighting dark fiber, to ensure the efficient use of taxpayer dollars. Of
course, this outcome was only possible where existing providers were willing to make dark fiber
available on reasonable terms and conditions.

5. Can you justify a circumstance where an unserved or underserved community did
not get fiber with Eaglenet’s BTOP middle mile grant, yet other locations that
appeared to be well served received funding? Please explain in the context of the
priorities of the BTOP grant program how this could occur.
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In 2010, NTIA awarded a grant to Eagle-Net to construct a high-speed broadband network to
connect schools and other community anchor institutions throughout the state. Eagle-Net
developed the project application based on its assessment of the needs and priorities of schools in
Colorado. As described in my answer to question 3, data indicate that Colorado schools have
tremendous need when it comes to broadband investment.

The goal of the Eagle-Net project is to connect schools across Colorado to a statewide education
network. We have seen from our experience in other states that students, teachers and the state
more generally will benefit tremendously from a statewide education network. A statewide
education network can significantly lower costs for schools and teachers by combining their
purchasing power to lower costs for bandwidth. Teachers, students, and parents can harness the
power of a statewide network to share resources, best practices, and software applications.
Students can engage in distance learning more efficiently over a statewide network and take
advantage of teacher instruction in areas across the state. By lowering bandwidth costs and
increasing broadband speeds for schools, students and teachers can conduct coursework online
and leverage the global resources that the Internet provides. Most schools in the United States
now require that student and teacher assessments be administered online, making high-speed
broadband even more of a necessity. The proliferation of tablets and low-cost notebook
computers is providing students with unparalleled new opportunities to learn that were
unimaginable just a few years ago, but also straining antiquated broadband networks in some
communities. Schools that lack sufficient broadband service will continue tobe ata
disadvantage in their ability to give students the tools and services they need to compete in the
twenty-first Century.

Development of a statewide network will involve connecting schools located in unserved,
underserved, and served areas of a state. It also makes economic sense, because Eagle-Net
would be unsustainable otherwise. Revenues from school districts in more densely populated
areas of Colorado allow Eagle-Net to provide service in underserved school districts in a
supportable and self-sustaining manner well into the future.

As noted in the answer to question 2, NTIA encourages all our grantees to utilize existing
infrastructure where they can, which has been the case with Eagle-Net in Colorado. In addition,
Eagle-Net has delivered significant network assets in western Colorado, deploying over 500
miles of broadband infrastructure in the West., These assets include leasing existing
infrastructure that interconnects cities such as Craig, Grand Junction, Montrose, and Durango.
Additionally, core network routers have been deployed in major interconnect locations, including
Durango and Grand Junction. Eagle-Net has encountered delays in delivering other parts of the
Western build due to contractor and procurement issues. Additionally, the terrain in the western
parts of the state has made deploying broadband infrastructure more challenging.

In April 2013, NTIA lifted the suspension on the Eagle-Net project after the recipient addressed
its environmental requirements and developed a viable path forward for the project’s long term
sustainability. Eagle-Net now has a plan to focus on constructing in western Colorado during the
limited 2013 construction season, working closely with community stakeholders and existing
broadband service providers. Eagle-Net is committed to continuing discussions with the
Colorado Telecommunications Association and its members to identify partnership opportunities
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that will benefit Colorado schools. Eagle-Net will implement a plan that focuses immediately on
29 school districts west of I-25, including Silverton. Eagle-Net plans to complete the majority of
this construction by August 2013 and request an extension of its BTOP project to 2014. At the
end of this phase, over 50 percent of the 190 combined school districts (178) and Board of
Cooperative Educational Services (12) in Colorado will be on-net to the Eagle-Net network.

6. Are BTOP awardees such as Eaglenet required to provide annual audited
financials? If so, where are they sent?

Yes, the Department of Commerce Standard Terms and Conditions require all BTOP grant
recipients to have their award audited, if they meet certain financial thresholds. State, local, and
tribal governments; universities; and non-profit organizations such as Eagle-Net must have an A-
133 audit for every fiscal year in which the recipient expends $500,000 or more in federal
funding. Recipients submit their A-133 audit reports to the Federal Audit Clearinghouse via
http://harvester.census.gov/sac/ 9 months afier their fiscal year ends. For more information on
BTOP audit requirements, see hitp://www2.ntia.doc.gov/compliance#audit and

http//www. whitehouse.gov/sites/default/files/omb/assets/al 33/a133_revised 2007.pdf.
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The Honorable Greg Walden, Chalrman
Subcommities on Communications and Technology
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k"‘ Michael K. Smith
' ’ State President — Vermont
O'nt 800 Hinesburg Road
communications South Burlington, VT 05403

msmith3@fairpoint.com

April 5,2013

Charlotte Savercool, Executive Assistant

U.S. House Committee on Energy and Commerce
2125 Rayburn House Building

Washington, DC 20515-6115

Dear Ms. Savercool:

I am submitting answers to the questions that you send after my testimony at the Subcommittee
on Communications and Technology on Wednesday, February 27, 2013, to testify at the hearing
entitled “Is the Broadband Stimulus Working,” Please find my answers attached.

If you have any further questions please do not hesitate to give me a call.
Sincerely,

Michael K. Smith
State President-Vermont
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The Honorable Cory Gardner

1. Mr. Smith, during the second panel, Congressman DeGette asked about a $7 million payment that

FairPoint received as a vendor from an award winner, | believe she was asking about the federal
NTIA grant program and your answer referenced a state program. Did FairPoint receive any money
from a AARA BTOP grant award recipient?

ANSWER

Thank you for the question. For clarification, we received $8.6 million in reimbursement from
either ARRA grant recipients or their contractors working for BTOP award winners. These
monies partially reimbursed us for our costs for make-ready work necessary for the applicants
to attach their cable to FairPoint’s poles. In most cases this was right on top of our existing fiber,
This work includes modifying existing pole attachments, which include FairPoint’s, CLEC's, Cable
TV’s and in some cases the electric utilities facilities. It is important to note that this
“reimbursement of costs” is recovery of money spent by FairPoint to make changes to the pole
and does not directly benefit either FairPoint or any last mile broadband customers.

The Honorable Henry Waxman

1

1 understand that during the time period of the Recovery Act implementation, FairPoint was the
subject of a significant number of customer service complaints to the Vermont Public Service
Board—roughly 9,000 complaints in 2009 and almost 4,000 in 2010. Do you believe FairPoint’s
customer service record have impacted the company’s suitability to receive Recovery Act funding?
If not, why not?

ANSWER

Thank you for the question. If the above Vermont complaint data was a contributing factor to
impacting FairPoint’s suitability to receive Recovery Act funding then this is truly unfortunate
since this data appears to be interpreted incorrectly and appears to be inaccurate. There is no
data that we could find that corresponds to the Vermont Public Service Board receiving 9,000
complaints in 2009 or nearly 4,000 complaints in 2010. Our records indicate that for 2009 there
were 2,606 complaints made to the state in Vermont (less than one-percent of our total access
lines in Vermont} and in 2010 there were 1,339 complaints {less than one-half of a percent of
our total access lines in Vermont). It is uncertain what the source of the data is for the
assertions that we received 9,000 complaints in Vermont in 2009, but if the Federal
Communications Commission’s (“FCC’s”) report “State Complaints Per 1,000,000 Lines” from the
Automated Record Management information System (ARMIS) was the source for these
complaint numbers, there is a conversion that must be done before reporting complaint data
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because it is based on “Per 1,000,000 Access Lines.” Using only Vermont data from the 2009
FCC Report 43-05 “The ARMIS Service Quality Report”, the FairPoint Vermont complaint number
was 993. The difference between this figure and what we have in our Vermont data base is
probably because by all accounts Vermont has a more liberal interpretation of what constitutes
a complaint than most other states or the federal government.

In large part these complaints were based on a massive [T conversion and were largely resolved
between the fourth quarter of 2009 and the first quarter of 2010 and it had no bearing on our
operational capabilities to expand broadband. In fact, we kept an aggressive broadband
expansion program in full deployment in Vermont during that time. Digging deeper about
complaint levels in Vermont during this timeframe finds a dramatic decrease in complaints
(almost 50%) from the third to the fourth quarter of 2009. In 2010, there was another significant
decrease in complaints (55%). Certainly these numbers needed improvement, and at the time of
the grant application and process, they were improving significantly. Today, FairPoint is
achieving high service quality standards that are predicated on the turnaround that was
happening toward the last quarter of 2009 and beginning of 2010.

2. Your testimony stated FairPoint’s concern about “overbuilding.” Yet it is my understanding that
FairPoint’s own application for Recovery Act broadband funding would have included some areas
that were already served by cable, DSL, and satellite providers. Would FairPoint’s proposed project
have raised the type of “overbuild” concerns that you stated in your testimony? If not, why not?

ANSWER

| have reviewed FairPoint’s 2009 applications in Vermont, New Hampshire, and Maine. It is safe
to conclude that the intent of those applications was to build where state officials thought that
broadband was needed in their respective states. Although | can’t confirm that in every case
there was no one being overbuilt— since satellite transmission by its very definition could be
considered to be an overbuild in loosely defined terms--it was the primary intent of the
applications to bring broadband to the unserved. FairPoint’s 2010 Maine application had the
same intended purpose. This intention is quite different than funding programs whose primary
intent is to overbuild existing carriers.

3. According to the Committee’s annual request for oversight data on the high cost program, FairPoint
is a major recipient of Universal Service funding through the FCC. In your testimony you noted that
FairPoint invested $196 million for the deployment of broadband services. Did you include any USF
subsidies in this $196 million calculation? If so, how much of USF subsidy did you include?
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ANSWER

FairPoint has spent approximately $196M on broadband expansion in the northern New England
markets purchased from Verizon. During that same period the Company received approximately
2% of its revenues from USF. The high cost model support was spent in accordance with the
various FCC rules and as such could have contributed, although fractionally, towards the total

investment.

4. Is FairPoint using any USF funding to build in areas that may already have some broadband service
such as from a local cable company or satellite provider?

ANSWER

USF funding comes in a variety of programs, but generally it is based on reimbursement for
required operational spending and recovery of existing investments. The single USF program
that FairPoint participates in and that is tied to specific broadband buildout is the CAF Phase |
Incremental support funding which can only be used for broadband in unserved areas. In fact
one of the issues with CAF Phase 1 funding is that if just one household is served by another
provider within the entire census block then that census block can’t be used for CAF Phase 1

funding.
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