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U.S. vs. World

» U.S. lags in broadband adoption

» Ranked 15-16 among developed countries
= Approx. 65% household adoption in U.S.
= Up to 90% in Asia and Europe

®* Near universal access at 10 Mbps in Taiwan




U.S. vs. World

» U.S. lags in broadband speeds and pricing

= U.S. is slow and expensive
* Average $35/mo. for 1 Mbps
* Average $145/mo. for 50 Mbps

= Asia and Europe is faster and/or cheaper
* Less than $20/mo. for 1 Mbps in Hong Kong, Taiwan, and Sweden
* Less than $35/mo. for 2 Mbps in Canada and Denmark

» Several countries provide 200 Mbps at less than $60/mo.




ARRA

» American Recovery and Reinvestment Act of 2009

= Stimulus funding: $7.2 billion for broadband=

= FCC planning: National Broadband Plan (March 2010)**

*  Stimulus funding: $100 education
** FCC planning: Bringing Broadband to Rural America (May 2009)




NBP

National Broadband Plan Goals for 2020

100 Mbps access for 100 million households (“100 for 100™)

90%06 household adoption rate

= 1 Gbps access to anchor institutions in every community

= Leadership in mobile innovation — 500 Mhz new spectrum
= Digital literacy for every child by HS graduation

= Transition Universal Service Fund for affordable broadband
= Competition across the broadband ecosystem

» First responder access to wireless public safety networks




NBP

» Roadblocks to implementation

= Some changes may require — or provoke — legislation

= FCC authority to regulate broadband Internet services are
already in question (Comcast vs. FCC decision)

= Title I: Ancillary authority over information services
= Title Il: Traditional regulation of telecommunications services

»  “Third Way:” Title Il with forbearance

= E-rate may be less affected than other programs




NBP

» E-rate program goals

» Increased flexibility and bandwidth
» Off-hour community use of school Internet facilities
» Specific goals for school and library connectivity
» Greater infrastructure flexibility (e.g. dark fiber)
» Shared use of state/regional/local networks
= More funding for Internal Connections

= Pilot programs to foster innovation

= Wireless connectivity for off-premise devices (“24/7 learning”)
» Award some funding through competitive grants

= Improved connectivity for community colleges and tribal libraries




NBP

» E-rate program goals, cont.

= Additional funding
» Index annual cap to inflation
= Provide higher discounts for lower bandwidth applicants

= More broadly for USF
= Expand USF contributions base
= Shift High Cost funds from copper to broadband

= Improve program efficiency

=  Streamline application process
» Implement more targeted audit programs
» Improve administrative cost efficiency and data collection
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NPRM

» E-Rate Notice of Proposed Rulemaking (rFcc 10-83)

= Major NPRM
= Released May 20t
= Comments were due July 9th
= Reply comments due July 26t

= Parallel Eligible Services List proceedings
= ESL NPRM (Fcc 09-105)
= Draft ESL for FY 2011 (DA 10-1045)

= QOverlapping proposals to revise Form 470 and Form 471
» Comments due July 30th




NPRM

» Major E-rate proposals

= Streamline the application process

= Codify competitive bidding requirements

= Simplify discount rate calculations

= Support 24/7 online learning

= Modify Eligible Services List

= Provide predictable funding for Internal Connections
» Establish rules for equipment disposal

= Revise Form 470 and Form 471

Great goals, in concept, but...




NPRM

» Streamline the application process

= Eliminate the tech plan requirement
» For applicants covered by state/local planning requirements
= For Priority 1 services only

= Eliminate the Form 470 requirement
» For applicants covered by state/local bidding requirements
= For Priority 1 services only

> lIssues:

= Would this simplify the application process?
= Different rules for different applicants in different states
» Should USAC interpret state/local rules?




NPRM

» Codify competitive bidding requirements
= Codification of existing requirements

= “lllustrative” list of prohibited activities
* No employees/board members on any E-rate vendor boards
= No employees ownership in potential E-rate providers
= No gifts/meals/etc. to employees and board members

= No product demonstrations during the bid selection process

After a contract is in place, different vendor cannot offer new or lower
prices

> lIssues:

= |s illustrative list too strict?
=  Stricter than most state conflict of interest rules

= USAC treats such lists as absolute prohibitions

= Impact on operational SPIN changes?




NPRM

» Simplify discount rate calculations

= Single “matrix” discount for school districts

= NCES rural/urban designations

> lIssues:

= Matrix discount
= Winners/losers?
= Priority 2 implications?
= Consortium discounts?

= Block 4 simplification?

= NCES listings are out-of-date




NPRM

» Support 24/7 online learning

= Wireless Internet access services for portable devices used
off campus

> lIssues:

= Can E-rate program support the costs?

= Some discussion of pilots

= CIPA implications?




NPRM

» Modify Eligible Services List (“ESL”)
= Add “dark fiber”

= | eased for immediate use
= Provision by non-ETPs

= Eliminate:
= Web hosting
= Basic maintenance

= Voice telephone service

> lIssues:

= Dark fiber designed to promote shared use of municipal
and regional networks

= Elimination of problematic or unnecessary services




NPRM

» Provide predictable funding for Internal Connections

» Index funding cap to inflation

= Cap applicant funding (e.g., $15/student)

= Set aside for Priority 2 (e.g., $500M)

» Revised discount matrix for Priority 2

= Eliminate 2-in-5 Rule

= Eliminate eligibility of basic maintenance

> lIssues:

= Basic problem: E-rate funding is limited. Alternatives are:
* Increased funding
= Lower and/or capped discount rates
= Less eligible services
= Applicant funding caps
Shift funds from Priority 1 to Priority 2




NPRM

» Establish rules for equipment disposal

= Can dispose of after 5 years

Must be declared excess and follow state/local rules

Salvage values can be retained by applicant

Must notify USAC (revised Form 500)

Must retain records for 5 years after disposal

> lIssues:

= USAC notification and record retention




NPRM

» Revise Form 470 and Form 471 (and others)
» Fundamental revisions after rule changes

= Interim revisions being proposed
= Add consultant contact information (470/471)
= Add tech plan creation date to certifications (470/471)
= Eliminate telephone number and ineligible entity listings (470)

= Change Block 4 format (471)

> lIssues:

= Cost/benefits of interim revisions
= Online filing requirement




Timing
» FCC public comment periods

= Comment periods closed on community usage and CIPA
= NPRM and related ESL proposals

= Comments were due July 9th

* Reply comments due July 26t

= Form 470/Form 471 revisions

= Comments due July 30t

» USAC begins FY 2011 training in late September

» Implications

Final orders on community usage and CIPA

Modest program changes for FY 2011 from current NPRM

2"d NPRM 4Q10/1Q11 to propose longer-term changes



Guess

» Limited changes for FY 2011

» Permanent authority for community usage
= Revised Form 486 for new CIPA certifications

» Likely changes from NPRM
= Eligibility of leased dark fiber
= Elimination of 2-in-5 rule
» Indexing of funding cap for inflation
= Implementation of equipment disposal rule

= Phase-in schedule for other changes

» Possible changes from NPRM
= Tech plan and Form 470 exemptions for some
= Ineligibility of Web hosting
= Lower cap of Priority 2 discounts
= New Form 470, Form 471 and Form 500

Stay Tuned !
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Funding Quick Search: soejiie Funding Commitment Overview:

() Billed Entity Number () SPIN

Funding Year State Total Mational Total %o Mat. Total

[=1 L 2010 $6,315,405.22  £710,277,802.07 0.9%
m 2009 $39,958,735.91 $2,726,963,675.87 1.5%
2008 $33,254,113.64
JLIT $33,773.655.471 | New Mexico E-Rate Exchange | vormre s
2006 $31,574,834.26
20035 $35,277,728.77 Headlines:
2004 $36,024,194.34
Sort by: * Funding Status
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+ TFCC NPEM on E-Rate Program Revisions: Competitive Bidding
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Funding Status

Fommhe Pesedisate— Wave 7 for FY 2010 will be released on Wednesday. July 72 for $48.0 million, including $156
thousand for five New Mexico applicants. Funding is being provided only for Prionity 1
services. Cumulative funding for FY 2010 is currently $758 million. including $6.5 million for
New Mexico.

. _ i ? =
http://www.e-ratecentral.com/us/statelnformation.asp?state=NM The most mportant development for FY 2010 was fhe FCC's decision T2t week fo ol over

$900 million in previously unused funds. The $900 million will raise the total amount of

funding available to $3.15 billion. Given this decision, USAC should be ready to begin fanding

Priority 2 requests at the 90% discount level within the next couple of weeks. Since the roll-over

amount matches that of FY 2009, while demand stayed approximately constant, we would expect

that Priority 2 finding will agam reach 80% or less.

Wave 39 for FY 2009 will be released on Thursday. July Sm._ for $5.5 million — none for New

Mexico. Funding for Priority 2 services is still limited to 78% and above. Cumulative funding
for FY 2009 is currently $2.7 billion.

Proposed Form 470 and Form 471 Revisions




