
 

 

 
 
 
 
 
 
June 23, 2020  
 
The Honorable Ajit Pai  
The Honorable Michael O’Rielly  
The Honorable Brendan Carr  
The Honorable Jessica Rosenworcel  
The Honorable Geoffrey Starks  
Federal Communications Commission (Commission) 
445 12th Street, SW 
Washington, DC 20554  
 
Delivered via FCC Electronic Comment Filing System 
 
RE: Proposed Rule GN Docket No. 20-32; FCC 20-52; FRS 16709 
 
Dear Chairman Pai and Commissioners O’Rielly, Carr, Rosenworcel, and Starks:  
 
The National Association of Surety Bond Producers (NASBP) is a national trade association whose 
members specialize in providing surety bonds for construction contracts and other purposes to companies 
and individuals needing the assurance offered by surety bond. NASBP members engage in contract and 
commercia surety production throughout the United States, Puerto Rico, Guam, and a number of other 
countries. 
 
In the captioned proposed rule, the Commission seeks comment on whether the 5G Fund for Rural America 
should use alternate risk management measures as a means to reduce the burdens of the letters of credit 
(LOC) requirement. We specifically respond to the question posed in paragraph 189: 
 

“The Commission observed in these prior auction processes that companies with existing lending 
relationships often use letters of credit in the normal course of operating their businesses and, 
generally, are able to maintain multiple forms of financing for varying purposes. On the other hand, 
the Commission also found that winning bidders complained of the high cost of obtaining and 
maintaining a letter of credit. The Commission therefore seeks comment on whether it should 
decline to require a letter of credit for the 5G Fund. Are there viable, less costly alternatives that still 
minimize risk to public funds?” 

 
We understand that the Commission requires a LOC to secure the obligation to repay the support already 
paid for which there is a compliance shortfall (i.e., failure to meet a milestone). However, based on our 
observation of rural internet service providers (ISPs) who are having difficulty in securing sufficient collateral 
to obtain a LOC to meet security requirements, an issue which was emphasized in a January 16, 2020 
comment letter to the Commission regarding the Rural Digital Opportunity Fund (RDOF) submitted on behalf 
of seven organizations who represent rural broadband members, we support broadening the range of 
options for performance security to include a surety bond.1 A surety bond would provide value and benefits 

 
1 Letter from seven rural broadband organizations (INCOMPAS, US Telecom – The Broadband Association, NCTA – 
The Internet and Television Association, Wireless Internet Service Providers Association, National Rural Electric 



 

to the Commission that are not provided by a letter of credit, while allowing small business ISPs the 
opportunity to participate responsibly in this program. Furthermore, expanding performance security creates 
greater competition and participation, which may reduce costs while still protecting the government’s 
financial interest.  
 
First, a performance bond assures that the successful carrier is qualified to perform the obligations in the 
award. Second, the bond serves as a “deep pocket” in the event the carrier fails. The first form of protection, 
prequalification, is the result of the surety’s review of the financial strength and capabilities of the carrier in 
determining whether to provide a bond. A surety provides a bond only to those carriers that it believes can 
perform. Thus, the Commission benefits from this prequalification. In comparison, a LOC is secured by a 
specific liquid asset(s), has a specific expiration date, and simply does not provide the same financial 
guarantee to the government. 
 
To assure a reasonably available market for surety bonds, particularly for smaller ISPs, the obligations 
being secured by the bond should be predicated on clear performance requirements. In addition, the 
obligations under the bond should be conditioned on a default of performance rather than premised on a 
demand for payment, which would ensure the government is financially protected. Given this is a structural 
departure from a LOC, NASBP would be happy to discuss the specifics in forming a workable, broadly 
available surety bond. 
 
Additionally, NASBP would like to cite a letter (attached below) sent to Chairman Pai in January of this year 
by seven United States Senators. In particular, the Senators highlight the Commission’s leadership in 
supporting broadband deployment throughout the entire country, especially through the Rural Digital 
Opportunity Fund, but note that “potential participants in the auction share concerns regarding the need to 
significantly reduce the burdens of the letter of credit requirement.”2 
 
NASBP believes a workable bond requirement can be established that provides effective protection to the 
Commission, presents a reasonable risk to the sureties, and enhances competition among responsible 
carriers. As stated above, we would be happy to discuss the parameters of a workable surety bond 
requirement.  
 
Respectfully submitted for your consideration, 
 

 
Larry LeClair  
Director, Government Relations NASBP 

 
Cooperative Association, WTA – Advocates for Rural Broadband, and NTCA – The Rural Broadband Association) to 
Chairman Ajit Pai and Commissioners regarding the burdensome LOC requirement effectively barring many 
companies entry into the RDOF auction process, January 16, 2020.  
2 Letter from seven Senators (John Boozman, Ken Cramer, Bill Cassidy, Roy Blunt, Susan Collins, Angus King, Ben 
Sasse) to Chairman Ajit Pai regarding alternative risk management measures for rural broadband deployment, 
January 28, 2020. 



 

 
 



 

 
  



 

 
 



 

 
 
 
 


