Before the
Federal Communications Commission
Washington, D.C. 20554


In the Matter of				)
Connect America Fund			)		WC Docket No. 10-90
ETC Annual Reports and Certifications	)		WC Docket No. 14-58
Rural Broadband Experiments		)		WC Docket No. 14-259
						)

The Commonwealth of Pennsylvania’s Department of Community and Economic Development (PA DCED) and the Rural Development Council (RDC) agencies (Joint Agencies) appreciates this opportunity to file in response to the Federal Communications Commission’s (FCC) Report and Further Order Notice of Proposed Rulemaking (FNPRM) issued on May 26, 2016.[footnoteRef:1]  In the FNPRM, the FCC seeks comment on several specific procedures that will apply to the competitive bidding process for the upcoming auction of federal support under Phase II of the Connect America Fund (CAF Phase II).  This aspect of the CAF Phase II will award federal support to successful bidders through the competitive bidding process auction that will occur in those service territories on a census block basis where incumbent local exchange carriers (ILECs) declined previously-offered CAF Phase II model-based federal support.     [1:  In re Connect America Fund et al., WC Docket No. 10-90 et al., (FCC, rel. May 26, 2016), Report and Order and Further Notice of Proposed Rulemaking, FCC 16-64, 81 Fed. Reg. 40235 (June 21, 2016) (Order and FNPRM).
] 

Introduction and Summary
The FCC acknowledged that in the 21st century, ubiquitous broadband infrastructure has become crucial to our nation's economic development and civic life.  It is well understood that businesses need broadband to start and grow, and the residential consumers rely on broadband for educational purposes and to secure and retain employment.  To accelerate the deployment of broadband-capable network infrastructure and services to unserved and underserved locations throughout the nation, the FCC established the Connect America Fund (CAF).  The FCC, via the CAF, offered price cap carriers monies to undertake a state level commitment to provide affordable broadband to all high-cost locations in its service territory in that state.  However, the price cap carriers had the opportunity to elect to decline to accept the state-level commitment.  In those areas where the price cap carriers declined to accept the state-level commitment, the FCC determined to use competitive bidding to distribute support in a way that maximizes the extent of robust, scalable broadband.  In the FNPRM, the FCC sought comment on several specific procedures regarding the Phase II competitive auction process and measures to achieve the public interest objective of ensuring appropriate support for all of the states.[footnoteRef:2] [2:  Order and FNPRM at ¶ 205.] 

A mission of both DCED and RDC is to address the availability of broadband services in rural Pennsylvania.  Many ILECs who operate in Pennsylvania provide service to consumers in rural areas, including Verizon Communications, Inc. (VZ) and Verizon North, Inc. (VZN).  However, the Joint Agencies note that VZN declined CAF Phase II model-based federal support for the eligible census blocks in its service territory and that these resources would have been used to deploy broadband-capable infrastructure in order to provide broadband access services to consumers within these eligible census blocks.  Thus, the CAF Phase II model-based support that VZN declined is now subject to a competitive bidding process and distributed to winning bidders.  
The Joint Agencies note that the Pennsylvania Public Utility Commission (Pa. PUC or Commission) previously filed Comments in this proceeding addressing multiple issues raised in the FNPRM, particularly the distribution of the CAF Phase II model-based support that had been originally allocated to eligible census blocks in Pennsylvania but was declined by the price cap carrier.  The Joint Agencies support the Comments of the Pa. PUC and other similarly-situated stakeholders who take the overall position that all allocated but unclaimed annual CAF II model-based support amounts should remain and be constructively utilized within the boundaries of the affected states involved, and especially in the same eligible census blocks of which the CAF funds had been originally allocated.  Thus, the Joint Agencies urge the FCC to adopt final rules and policies for the competitive bidding auction which ensure that the total CAF II model-based support funds originally allocated for census blocks in Pennsylvania -- but now subject to the competitive bidding process -- remain within the state and especially in the same eligible census blocks in the price cap ILEC service territory.
The Joint Agencies appreciate the FCC’s willingness to provide an opportunity to make this filing in support of the Pa. PUC.
Discussion
The mission of the PA DCED is to foster opportunities for businesses to grow and for communities to succeed and thrive in a global economy.  Its mission is to improve the quality of life for Pennsylvania citizens while assuring transparency and accountability in the expenditure of public funds.  The Commonwealth of Pennsylvania has implemented a state statute,[footnoteRef:3] known as Chapter 30 legislation, which requires a multiyear broadband deployment initiative for each incumbent local exchange carrier within the state.  As a part of this comprehensive state broadband initiative, certain programs were implemented within the overall context of Pennsylvania’s Chapter 30 statutory incentive regulation and broadband deployment initiative. [3:  66 Pa. C.S. §§ 3001 et seq.  The current version of Pennsylvania’s Chapter 30 incentive regulation and network modernization statute was enacted in November 2004.
] 

The Broadband and Aggregation Fund (BOAF) program is one of the administrative programs created as a result of the enactment of Pennsylvania’s Chapter 30 legislation.  The BOAF program is administered by PA DCED and is designed to assist communities with the demand aggregation for broadband access services[footnoteRef:4] (e.g., use of seed grants), and for relevant DCED outreach activities to public entities, anchor institutions (e.g., schools, health care facilities), and business and residential consumers.  Essentially, the mission of the BOAF program is to provide communities with resources to overcome challenges in securing broadband access for individuals and businesses residing in the rural and underserved areas of Pennsylvania by providing grant assistance to qualified applicants to implement outreach programs concerning the benefits, use and procurement of broadband service, so that telecommunications providers can respond to the new demand for services in a more timely fashion.  The program was funded by annual Pa. PUC fiscal assessments on the relevant and actual Chapter 30 Network Modernization Plan (NMP) revenue increases of CenturyLink, Windstream, Verizon PA, and Verizon North.  The total funding since the inception of the program has equaled almost $10 million and the fund expired on June 30, 2016.  [4:  The Chapter 30 “broadband” definition involves a “communication channel using any technology and having a bandwidth equal to or greater than 1.544 megabits per second (Mbps) in the downstream direction and equal to or greater than 128 kilobits per second (Kbps) in the upstream direction.”  66 Pa. C.S. § 3012.  ] 

The PA DCED is actively deploying the remaining funds in the BOAF fund to support broadband initiatives that will impact PA's communities, businesses, and citizens.  The RDC, as the advocate for rural PA and as advisor to the Governor for rural Pennsylvanians,  also has a vested interest to ensure that critical broadband funding resources are appropriately distributed in order to promote and sustain the vitality of Pennsylvania's rural and small communities.  Accordingly, the Joint Agencies have a material interest in the FCC’s proposed “measures to achieve the public interest objective of ensuring appropriate support for all of the states”[footnoteRef:5] through the contemplated auction and bidding mechanism for the unclaimed amounts of CAF II support funding.   [5:  Order and FNPRM at ¶ 217.] 

The Commonwealth of Pennsylvania is one of the “declined states,” which is explained in the Order and FNPRM as a state where a significant amount of the Connect America Fund (CAF) Phase II model-based support was declined by a price cap ILEC to serve high-cost locations within certain eligible census blocks.[footnoteRef:6]   [6:  Id. ] 

The PA DCED supports the overall position put forward by its sister agency -- the Pennsylvania Public Utility Commission -- that all allocated but unclaimed annual CAF II model support amounts should remain and be constructively utilized within the same eligible census blocks of the affected states involved.  The PA DCED asserts that Pennsylvania citizens should not be penalized because one of its incumbent price cap carriers declined the offer of CAF II cost model-based support that had been originally allocated to unserved and underserved portions of the state for broadband deployment.  This is especially true in its high-cost rural communities where programs like BOAF are needed to secure resources in an effort to overcome the challenges in securing broadband access for individuals and businesses residing in rural and underserved areas of Pennsylvania.  
If a portion of the unclaimed CAF II model support amount were to be successfully auctioned off to winning bidders operating outside of Pennsylvania, the outcome would be inequitable and detrimental to the same Pennsylvania residents and businesses that would have been reached had the offer of CAF Phase II model-based support been accepted by the price cap carrier.  Thus, the PA DCED asserts that any potential reallocation of declined CAF Phase II model-based support not only would fail to recognize the Commonwealth of Pennsylvania’s multiyear broadband deployment and universal service support initiatives, but also, would unjustifiably penalize these initiatives.  Accordingly, reallocation of any amount of this unclaimed support is contrary to the Commission’s universal service objective and obligation to deploy broadband to those unserved and underserved locations that are still eligible for the unclaimed CAF II model support funds.  In sum, since the Commonwealth of Pennsylvania is a “declined state,” the PA DCED asserts that the competitive bids for the same eligible census blocks within the state of Pennsylvania should be weighted in such a manner that they are granted “preference.”  
Furthermore, despite the enactment of Chapter 30 and the statutorily-mandated efforts to advance the deployment of broadband access networks and services, Pennsylvania’s existing demographics and geography indicate that there are certain pockets of “high-cost” communities that need resources to overcome challenges in securing broadband access for individuals and businesses residing in these rural and underserved areas of Pennsylvania.  The PA DCED supports the Pa. PUC’s recommendation that the FCC, in considering bids for Phase II funding, should apply “weights” in the competitive bidding process that provide a preference for those states that have made a meaningful commitment to deploy and advance broadband to their consumers.  As an integral partner in the Commonwealth of Pennsylvania’s broadband deployment initiative, PA DCED asserts that Pennsylvania deserves appropriate rankings in obtaining a preference for its clear, continuous, and multiyear commitment “to advance broadband.”  Pennsylvania’s rankings should be set at the highest possible level due its commitment to broadband deployment, evidenced by its enactment of Chapter 30 law and the requisite contributions given to Pennsylvania telecommunications carriers to fulfill the intent of the law.

Conclusion 
In sum, the Joint Agencies fully support the Pa. PUC Comments filed in this instant proceeding.  The Joint Agencies wholeheartedly agree that the competitive bids for the eligible census blocks located within the state of Pennsylvania that had originally been allocated declined CAF II monies should be weighted in such a manner that they are granted significant preference.  Additionally, when considering competitive bids in the auction process, the FCC should apply “weights” that provide a preference for those states, such as Pennsylvania, that have made a meaningful commitment to deploy and advance broadband to their consumers.
The Joint Agencies appreciate this opportunity to file Reply Comments.
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