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On October 3, 2012, the Federal Communications Commission (FCC) announced the winning bids for the 
Mobility Fund Phase I auction, which will distribute $300 million in one-time subsidies.  In exchange for these 
subsidies, the winning carriers will build 3G or 4G networks over the next two to three years across previously 
unserved areas. 

The Mobility Fund auction is the first time Universal Service Funds will be disbursed by the FCC through a 
competitive auction mechanism.  Any licensed, eligible wireless carrier was allowed to submit bids to build 
wireless broadband networks in areas deemed by the FCC to be without that service.  All told, as a result of the 
program, these providers will expand mobile broadband networks across more than 83,494 currently unserved 
road miles in 31 states in the next two to three years.  

HOW THE MOBILITY FUND AUCTION WAS HELD 

In November 2011, the FCC announced its plans to transform the current $4.5 billion per year universal voice 
service subsidy program into a Connect America Fund that supports the deployment of broadband service.  The 
Connect America Fund would have three fundamental components:  (1) a set of subsidies that would ensure the 
universal availability of fixed broadband service at speeds of 4 Mbps download/1 Mbps upload, (2) a Remote 
Areas Fund that would address additional connectivity needs of the most costly areas to serve, and (3) a 
Mobility Fund that would support the universal availability of mobile broadband service.  As these broadband 
programs ramped up, the FCC will phase out existing subsidies for fixed and mobile voice service providers.   

Phase I of the Mobility Fund is a “reverse auction” of $300 million worth of subsidies to extend mobile 
broadband networks to currently unserved areas.  The operation of the auction was relatively simple:  the FCC 
identified census blocks without mobile broadband service, and all eligible wireless telecommunications carriers 
were allowed to submit bids for a subsidy to make 3G or 4G service available in those areas.  Under the auction 
rules, providers had to submit bids on the amount of a one-time subsidy they would accept in exchange for 
building out mobile broadband to these unserved areas.  Bids were to be submitted on a census block or group 
of census blocks basis.  The FCC then awarded the winning bids based on the lowest subsidy request per 
currently “unserved road mile,” up to the point in which all $300 million was allocated.  This mechanism was 
construed to achieve two objectives: first, to allow market forces to determine needed subsidy to ensure build-
out within a given area (as opposed to the alternative of having the FCC determine subsidy amounts through 
complex cost modeling); and, second, to maximize the number of unserved road miles that would receive 
mobile broadband from the available subsidy pool of $300 million. 

All bids were filed on September 27, 2012.  In total, 38 wireless companies and subsidiaries participated in the 
auction and submitted a total of 894 bids.  The FCC accepted 795 of these bids in 31 states.  Winning bidders 
have either two or three years to upgrade their networks to 3G or 4G service, respectively. When deployment is 
complete, they will receive their one-time subsidy from the FCC.  All told, as a result of the subsidy auction, 
mobile broadband infrastructure investment should expand to 83,494 miles of roads that do not currently have 
mobile data service. 

For more details on the auctions, including lists of eligible areas and lists and maps of the winning bids, see 
http://wireless.fcc.gov/auctions/default.htm?job=auction_summary&id=901.  

http://wireless.fcc.gov/auctions/default.htm?job=auction_summary&id=901
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SUMMARY OF RESULTS 

The FCC has released data on all winning and non-winning bids, which affords an 
interesting opportunity to examine the challenges and economics of mobile broadband 
deployment.   Wireless providers submitted winning bids to build out 3G or 4G networks in 31 
states, covering over 83,000 road miles.  This total represents nearly 13% of the total number of road miles 
identified by the FCC as unserved at the start of the auction.  No bids were made in several states, including 
Michigan, Minnesota, and the Territory of Puerto Rico.     

Because the Mobility Fund was allocated through an auction mechanism, service providers were free to propose 
the overall subsidy level they felt would be needed to economically support mobile broadband infrastructure 
investment in these identified areas.  Providers submitted bids based on dollars per unserved road mile across 
disparate areas of the country.  As a result the bids submitted ranged widely in price.  The winning bids accepted 
by the FCC also represent a wide range of subsidy per road mile.  Table 1 looks at these winning bids on a state-
by-state basis and shows that the average winning subsidy per road mile in states varied widely, from $130 per 
mile in Oregon to $31,619 per mile in Iowa.  The average bid per road mile across all winning bids was $3,593 
per road mile.     

Qualifying Areas and Winning Bids by State 

State 
Total Qualifying 

“Unserved” 
Road Miles 

Total Road 
Miles Across 
Winning Bids  

Total Winning 
Bids 

Average 
Subsidy Bid 

Per Road Mile 

Alaska 16,881 119 $3,242,067  $27,137  

Alabama 6,499 1,570 $10,237,375  $6,522  

Arkansas 4,678 n/a n/a  n/a  

American Samoa 37 n/a n/a  n/a  

Arizona 23,827 n/a n/a  n/a  

California 30,947 n/a n/a  n/a  

Colorado 17,445 3,985 $32,649,205  $8,193  

Connecticut 33 n/a n/a  n/a  

District of Columbia   n/a n/a  n/a  

Delaware 1 n/a n/a  n/a  

Florida 2,086 n/a n/a  n/a  

Georgia 6,217 784 $4,309,153  $5,495  

Guam 2 n/a n/a  n/a  

Hawaii 719 n/a n/a  n/a  

Iowa 614 52 $1,638,497  $31,619  

Idaho 41,847 2,697 $32,840,434  $12,177  

Illinois 1,343 251 $3,581,761  $14,298  

Indiana 1,035 n/a n/a  n/a  

Kansas 624 n/a n/a  n/a  

Kentucky 12,791 1,414 $6,999,375  $4,952  

Louisiana 5,187 2,128 $3,356,350  $1,577  

Massachusetts 739 n/a n/a  n/a  

Maryland 176 n/a n/a  n/a  

Maine 9,296 101 $1,419,381  $14,085  

Michigan 15,418 n/a n/a  n/a  
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Qualifying Areas and Winning Bids by State 

State 
Total Qualifying 

“Unserved” 
Road Miles 

Total Road 
Miles Across 
Winning Bids  

Total Winning 
Bids 

Average 
Subsidy Bid 

Per Road Mile 

Minnesota 5,456 n/a n/a  n/a  

Missouri 7,840 n/a n/a  n/a  

Northern Mariana 
Islands 

332 332 $1,264,939  $3,813  

Mississippi 3,374 254 $1,829,212  $7,204  

Montana 47,551 505 $2,165,109  $4,284  

North Carolina 5,834 972 $26,108,602  $26,854  

North Dakota 3,817 1,166 $2,572,437  $2,206  

Nebraska 8,711 8,255 $8,791,998  $1,065  

New Hampshire 2,161 n/a n/a  n/a  

New Jersey 6 n/a n/a  n/a  

New Mexico 46,312 17,920 $17,895,266  $999  

Nevada 30,553 2,776 $21,060,478  $7,585  

New York 10,128 n/a n/a  n/a  

Ohio 6,805 367 $3,879,887  $10,561  

Oklahoma 2,725 1,339 $10,376,072  $7,748  

Oregon 56,107 947 $123,081  $130  

Pennsylvania 14,569 913 $8,504,101  $9,313  

Puerto Rico 36 n/a n/a  n/a  

Rhode Island 1 n/a n/a  n/a  

South Carolina 2,306 647 $4,666,409  $7,216  

South Dakota 2,880 784 $2,268,246  $2,892  

Tennessee 4,341 97 $2,207,413  $22,818  

Texas 59,970 14,364 $24,916,904  $1,735  

Utah 22,716 n/a n/a  n/a  

Virginia 10,183 753 $12,414,554  $16,477  

Virgin Islands   n/a n/a  n/a  

Vermont 1,149 941 $2,055,840  $2,184  

Washington 37,102 2,964 $10,139,521  $3,421  

Wisconsin 7,556 175 $3,041,825  $17,359  

West Virginia 24,558 344 $10,611,162  $30,812  

Wyoming 26,874 13,577 $22,831,980  $1,682  

Total 650,393 83,494 $299,998,632  $3,593  
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Many of the winning bidders were small and mid-sized wireless providers, such as 
Commnet, Allied Communications (Alltel), T-Mobile, and U.S. Cellular.  For example, in 
Nevada, Commnet will receive more than $21 million to expand wireless broadband coverage  
to  more than 2,700 road miles in eight counties.  In Texas, three companies, T-Mobile, TexNet 4G, and  
Texas 10, will expand mobile broadband service to more than 14,000 unserved road miles in 23 counties.   

UNIVERSAL SERVICE REFORM:  NEXT STEPS  

In addition to Phase I of the Mobility Fund, the FCC is currently working on several additional steps in its 
transformation of the federal Universal Service Fund system: 

Tribal Mobility Fund Phase I.  The FCC has set aside $50 million for a Tribal Mobility Fund Phase I, which will also 
be conducted as a reverse auction.  However, bids for the Tribal Mobility Fund will be based not on unserved 
road miles but unserved locations (households and places of business) on Tribal Lands.  All eligible wireless 
carriers that hold spectrum licenses covering Tribal Lands are eligible to participate in the Tribal Mobility Fund 
auction.  Wireless carriers owned or operated by Tribal governments will receive a 25% bidding credit in the 
Tribal Mobility Fund auction.  The FCC has not set a date for this auction at this time but it is expected to do so 
shortly.   

Mobility Fund Phase II.  The FCC is currently considering rules for awarding, also through competitive bidding, 
$500 million in annual, ongoing support for mobile broadband networks in high-cost areas.   

Fixed Broadband Phase I and II.  Earlier this summer, large price cap carriers like CenturyLink, Frontier, and 
others accepted $115 million in one-time subsidies to upgrade their fixed networks in areas serving 
approximately 148,000 locations.  The FCC is currently developing a Phase II cost model that will be used to 
determine ongoing support to these same price cap carriers to upgrade their remaining “unserved” locations.  
These carriers will have the opportunity either to accept that subsidy and upgrade their networks according to 
standards and rules set by the FCC, or refuse the subsidy.  If price cap carriers refuse the subsidy, the FCC will 
open up that subsidy to other qualified broadband providers willing to build to these unserved areas and will 
award those subsidies through a reverse auction.    

In parallel, the FCC is developing rules to determine disbursement of approximately $2 billion in subsidies per 
year to support broadband expansion in areas served by small, rural, rate-of-return regulated 
telecommunications providers across the country.   

Lifeline Broadband Pilot Program.  The FCC is starting a $25 million pilot program to study methods of 
transforming the low-income Lifeline program to support broadband service.  The purpose of this pilot is to 
study the responsiveness of low-income consumers to a variety of price incentives and subsidies.  A wide range 
of providers filed twenty-nine pilot program applications earlier this year, and the FCC is expected to announce 
the final list of pilot program participants in the very near future.   

 

 

For more information about the FCC’s Connect America Fund, please contact Connected Nation at 
policy@connectednation.org.  

  

mailto:policy@connectednation.org

