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After the 2011 USF/ICC Transformation Order, the Federal Communications Commission (FCC) is moving forward 
with the transformation of the Universal Service Fund (USF) program into the new Connect America Fund.  This 
process will transition telephone companies away from USF subsidies of voice networks towards networks 
capable of voice and broadband services.  As prior Connected Nation Policy Briefs have noted, the broadband 
availability data on the National Broadband Map is being used by the FCC in this historic reform. 

The FCC recently undertook two important steps in this process including a Connect America Fund Phase II Cost 
Model Workshop, and release of the list of qualified bidders for the Mobility Fund Phase I auction that will take 
place later this month.  This brief summarizes these milestones and outlines next steps. 

 

Connect America Fund Phase II Cost Model Workshop 

On September 12 and 13, 2012, the FCC hosted a workshop to discuss the design and mechanics of cost models 
to estimate the cost of broadband build-out across the nation in accordance with the Connect America Fund 
goals and standards.  Ultimately, under the Connect America Fund Phase II program, the FCC will disburse 
approximately $1.8 billion in subsidies per year across price cap carriers providing service in areas where no 
competitive, non-subsidized carrier offers broadband.  Fund allocation will be based on a cost model currently 
under construction by the FCC Wireline Competition Bureau.  Details of this process can be found in the 
Connected Nation Policy Brief FCC Begins Assessment of Connect America Fund Phase II.  

This FCC workshop was part of an ongoing private-public dialogue led by the FCC that aims to build a better 
understanding of this complex cost model.  To date, two models have been proposed to the FCC by private 
sector stakeholders, both of which were presented and discussed in this workshop.  The ABC cost model, 
proposed by the ABC Coalition, a coalition of large, price cap telecommunications providers including AT&T, 
CenturyLink, Fairpoint Communications, Frontier Communications, Verizon, and Windstream Communications, 
estimates the cost of service across the entire nation.  The Alaska Communications Systems (ACS) cost model 
estimates the cost of providing service to Alaska. 

Slide presentations reviewed during the workshop can be found at http://www.fcc.gov/events/connect-
america-phase-ii-cost-model-workshop.  Based on the ABC Cost model, the FCC has also released interactive 
national maps estimating the cost of build-out by census blocks under two possible scenarios: 

 A model that assumes Fiber to the Premise (FTTP) build-out ABC Cost Model Map - FTTP 

 And a model that assumes Fiber to the DSLAM (FTTD) build-out ABC Cost Model Map - FTTD  

During the workshops proponents of each of the two models presented the inner workings of their models and 
embedded assumptions.  Many of these assumptions include key policy decisions that the FCC will need to make 
once it finalizes its cost model, such as: the basic design of the network (FTTP or FTTD or other), what if any 
existing infrastructure the models should incorporate (also known as the Greenfield versus Brownfield policy 
choice), the terminal value of the would-be subsidized infrastructure assumed in the models, adoption or take 
rates, which areas are served and unserved areas, methods for accounting for both capital and operational  
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costs, and others.  During the workshop, FCC staff did not reveal information regarding 
its position on any of these key model aspects. 

An FCC decision on the Connect America Fund Phase II funding distribution is still 
scheduled to take place in 2012.  Private and public stakeholders can take part in this 
cost model debate by providing comments on the record to the FCC.    

 

 

Mobility Fund Phase I Auction – Qualified Bidders Announcement 

On September 14, 2012, the FCC released a list of 52 qualified bidders for the upcoming Mobility Fund Phase I 
Auction (Auction 901).  Bidding in Auction 901 is scheduled to be held on September 27, 2012.  Under the 
Mobility Fund Phase I program, the FCC will disburse a one-time capital injection of up to $300 million to 
address gaps in mobile services availability by supporting the build-out of current- and next -generation mobile 
networks (also called advanced or 3G and 4G wireless networks) in areas where these networks are unavailable.   

In the 2011 USF/ICC Transformation Order, the FCC decided that disbursement of Mobility Fund Phase I funding 
would be determined through a reverse auction where eligible bidders will submit the amount of one-time 
support they would accept to deploy mobile broadband service in given unserved areas.  The auction will 
generally award support based on the lowest per-unit bid amount irrespective of geographic area.  As a result, 
bidders will compete not only against other carriers that may be seeking support in the same areas, but also 
against carriers bidding for support in other areas nationwide.  Support will be awarded based on the lowest bid 
per unserved road mile submitted.  Only one provider per area can receive the award.   

Previously, the FCC released the areas across the nation that are eligible to receive funding under the Mobility 
Fund Phase I program.  Eligible areas were determined using 2010 American Roamer data, and exclude all 
census blocks where these data indicate the existence of advanced mobile wireless networks.   A national map 
of these areas can be found at http://www.fcc.gov/maps/mobility-fund-phase-1-eligible-areas.   

In February of 2012, Connected Nation evaluated these eligible areas by contrasting them with data collected by 
Connected Nation under the National Broadband Map program across various jurisdictions.  Results of this 
analysis for each jurisdiction examined can be found at http://www.connectednation.org/data-center-mapping  

Significantly, three major, national mobile broadband providers are not included among the 52 qualified bidders 
for this auction: Verizon Wireless, A&T Wireless, and Sprint, as they did not apply to participate in the auction.  
US Cellular and T-Mobile are amongst the largest national bidders to qualify.     

For more information on the Mobility Fund Phase I Auction see 
http://wireless.fcc.gov/auctions/default.htm?job=auction_summary&id=901.  

 

 

For more information on these important Connect America Fund developments please contact Connected 
Nation at policy@connectednation.org.  
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