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‘While assisting several entities submit loan and/or loan and grant applications pursuant to
the ReConnect Program, 1. have some suggestions I would like for RUS to consider.




1. My clients were not able to print their applications—either while the application
was being completed or after it was submitted. I beli¢ve allowing an applicant to print-both
‘partially- completed and fully—coznpleted apphcatmns will help ensure all information submitted
on an application is consistent. If printing applications is already supported, then I would
recommend making the instructions related to print the application easier to find.

2. There appears to be inconsistent references to what will be considered to be
adequate security under both the loan and grant programs. Page 6 of the application guide
provides-as follows:

Award Security The award must be adequately secured, as
determined by RUS. Unless otherwise approved by RUS in
writing, all property and facilities purchased with award funds
s+ e -.-TE1SE b OWNeEd by the Awardee. Emphasis supplied.

Similarly, page 9 of the application guide provides as follows:

Loan Security The loan portion of the award must be adequately
secured, as determined by RUS. For Corporations and Limited
'Liability Companies (LLCs), loans must be secured by all assets of
the Awardee. RUS miust be given an exclusive first lien on all
assets of the Awardee, including all revenues. RUS may share its
first lien p051t1011 with' one or more lenders umrelated to the
Awardee on a pari passu basis, except with Tespect to grant funds,
if security arrangements are acceptable to RUS. RUS ‘will not
share assets with any related party or affiliate of the Awardee.
Emphasis supplied.

These provisions of the. appllcatlon appear to contemplate that property and facilities
acquired with grants and loans need not, in all cases, be owned outnght by the Awardee—so-
long as RUS: consents to the arrangement. Indeed, it appears that the main . goal is simply to
ensure that RUS has a first priority lien (whether.alone or shared with other lenders) in all assets
acquired with loan or grant funds. This can be easily accomplished fegardless of whether the
Awardée is actually the “owner” of the assets. However; in completing the application, the
applicant must respond. to the following question (referenced on page 84 of the ‘application
guide);

Are any of the facilities or equiprment that the Apphcant is
proposing 10 acquire currently owned by an affiliate or subsidiary
of the Applicant? Click the applicable radio button.

If an apphcant attempts to answer “Yes,” a warning message appears on the: screen stating
“Acqulsmon is ineligible and must be: rernoved as-part of the Funding Request.” The only way to:
submit an application is to answer “No.”




It would appear that the inability to complete the application for any arrangement where
the applicant seeks to acquire facilities or equipment from an affiliate appéars to unnecessarily
reduce the applicant’s flexibility to choose the most beneficial arrangement for providing rural
broadband services. For example, in Georgia, rural electric membérship corporations are not
perlnltted toprovide retail broadband services directly; an EMC must create and use an affiliated
entity if it wishes to provide retail broadband services. However, most EMCs already own fiber
optic cable for internal purposes related to the operation of the electric utility, To the extent that
there is-excess capacity in these existing assets, it would appear fully appropriate that the assets
would be transferable, through either a lease or sale, to the EMC’s retail broadband affiliate.
Adequate protection for RUS could be obtained through a requirement that all such fransactions

be on a fair market value basis and that the owner of the asset, regardless of whether it is the

EMC or its affiliate, grant RUS a first priority lien.

. 3. There.is.a concetn that the scoring system for “rurality” unfairly harms rural areas that
exceed certain population (persons per square mile) thresholds. First, applicants must define a
service ared that is at least 90% deficient. They’re deficient because they’re. rural.  The
additionial point system appears unnecessary. For example, no county in Georgia has less than
the maximum persons per square mile 10 accrue points uiider this eriteria, even though these
counties are clearly rural, and largely unserved or underserved,

4. The on-line application process had problems specifically with the GIS file loading.
For environmental matters, it would only take one shape file at a time and each shape file was
limited to one shape.. We had a shape file with 29,069 line sections. to respond to the
environmental line locations and could net begin to load those file by file. (I also received
repotts of several other GIS bugs, although I did not collect the necessary information to report
them with these comments.)

5. An-applicant followed the Federal Register (Volume 83, No. 240) in preparation for
the online submission process. Section V.C.7 states that the project must maintain -certain
financial ratios. The feasibility study demonstrated that the project would surpass: the required
ratios. When the applicant began. the online apphcatlon process, the system was set up for
financial information based on a.merged system of the project with the existing operations of the
cooperatlve This conflicts with the Federal Register requirements and caused the applicant to
atteript to ‘combinie financial iriformaticn at the last mintite. In addition, the orline system was
formatted to- mimic the financial statements of telephone cooperatives and not electric
cooperatives, which also created several comphcatlons for applicants,

6. We would appreciate ar opportunity to have a dialog with persons processing

‘ReConnect applications to.address these and possibly other concerns from applicants,

Thank youn for the opportunity to-provide these comments on the ReConnect Program
application process.

Should you have any questions about these comments, feel free to contact me u’s’ling the
contact information above.




