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Good Afternoon Chairman McIntyre, Ranking Member Musgrave and committee members. 

My name is Kevin Felty I am the General Manager of Plains Cooperative Telephone Association and its wholly owned, deregulated subsidiary, Plains Communications Services. Our headquarters is located in Joes, Colorado on the extreme eastern plains of our state. Plains Telephone provides voice and data services to 1350 access lines in 7 exchanges covering 2,000 sq. miles, with a density of .7 access lines per sq. mile. Despite the vast expanse we have 100% availability of broadband services via our telephone plant with a penetration rate of 32%. We have been referred to as “the poster child for rural high cost companies” 
As a 45 year traditional borrower of RUS funds we have an inherent understanding of the loan process and requirements associated with doing business with the RUS.  Programs like the Broadband Loan and Grant are key components of most company’s business plan if it intends to serve rural America. Traditional capital sources do not understand the costs associated with serving these sparely populated areas and they do not like the slim margins associated with this product line, furthermore most large companies simply don’t play where we chose to live. That leaves the deployment of advanced service up to companies that understand this type of business model.
My prior position before coming General Manager at Plains Cooperative Telephone was with Sunflower Telephone Company ( A FairPoint Communications Company.) While serving as Manager of Sunflower Telephone I actively pursued and was awarded a Community Connect Grant. This grant allowed Sunflower to bring broadband services to 3 exchanges that had a total of 307 access lines in a 900 sq. mile service area. Today 20% of the customers of Towner, Sheridan Lake and Hartman Colorado have subscribed to broadband services and are using the service as an everyday tool in their business.  During the scoring process of the grant we received a 70% out of a possible 70% in the demographic portion of the application. (Density, mean family income and other quantifiable measurements)  By all accounts the $300,000.00 capital investment needed to complete this project would not have even come close to a satisfactory rate of return on the investment for any company. Without this grant from the RUS these committees would still be on the wrong side of the digital divide. 

While I set here and sing the praises of these programs they are not without systemic problems. In an effort to secure financing for Plains Telephone subsidiary’s 700 MHZ broadband wireless project we did a review of Rural Broadband programs administered by the Rural Utilities Service. We found the process for a new small start up company administratively cumbersome as evident by the 38 page application guide and the 53 page actual loan application. We did manage to fund the project internally and ended up delaying the rollout.  
In light of recent and past criticism of the Broadband Loan and Grant Program a few inherent questions should be ask. 

1. Does the staff at RUS have a clear understanding of the legislative intent?

2. A simple redefinition of what is broadband may be considered? (currently the  FCC and RUS defines broadband as 200 kbps)

3. Quantify served vs. underserved areas? (How many RUS funded competitors in a rural market constitute fully served?) 

4. In today world should broadband services be considered a basic service?

5. Is current staff and technology at the RUS adequate to fulfill the wishes of congress? 

6. Can the process be streamlined?

I have included excerpts in my testimony from a September 2005 Inspector General Audit of the RUS Broadband programs:

“Congress’s current language was meant to serve only as a broad definition for bringing broadband service to rural citizens, and that the clear purpose behind the program was to fund service to the truly rural. We do not believe Congress foresaw that this broad definition might be used to justify funding loans to affluent suburban communities while other more rural communities remained underserved.” 
The audit went on to state:

“Based on this review, we found that RUS has not maintained its focus on rural communities without preexisting service. Although the language of the law specifies that these Federal loans and grants are for rural communities, RUS has codified and implemented a definition that cannot reliably distinguish between rural and suburban areas. Due to this ambiguous definition, the agency has issued over $103.4 million in loans to 64 communities near large cities, including $45.6 million in loans to 19 planned subdivisions near Houston, Texas.” 
While these instances were splashed all over the press and caused embarrassment to the RUS and the USDA, I still believe  the program is viable and with a some modification can be accessed by the parties it was intended for as well as fulfill the legislative directive.  The establishment of a Rural Broadband Initiative could provide direction for all parties involved in bringing parity to these type services. 
In closing I would ask congress and this committee to continue to support the long standing national social policy of quality, affordable telecommunications services for all of American no matter the remoteness or cost of supplying these services. 
I would be happy to answer any questions the committee has. 

Thank you. 
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