RURAL DIGITAL OPPORTUNITY FUND

Planning for Your Success

Overview
The Federal Communications Commission’s (FCC)
Rural Digital Opportunity Fund (RDOF) is a federal
funding program expected to allocate $20.4 billion
over 10 years toward subsidizing rural broadband
networks. The program is planned for implementation
upon expiration of the Connect America Fund phase
II (CAF-2) program in 2021, hence RDOF is also informally known as CAF-3.
The RDOF funding is being repurposed from a portion of the high-cost Universal Service Fund (USF)
previously dedicated to rural territories serviced by
price cap carriers. Through the RDOF, the FCC will
open these funds up to a broader range of providers,
using a “reverse auction” to select the service provider recipients of the broadband subsidies.
The structure and competition around the RDOF
program will generally follow the CAF-2 auction
model, and thus it will favorably value higher broadband speeds and low latency, as opposed to simply
the lowest price. In addition, it will use a new “clearing price” mechanism that will favor higher-speed
services even more than CAF-2. As a result, a wide
range of operators are expected to compete for
funding, and the RDOF program provides a strong
opportunity to close the digital divide for millions of
rural households.

$20.4B

OVER 10 YEARS
IN 2 PHASES

RDOF At-a-Glance
$20.4B over 10 years
in two Phases
Phase

1

$16B for census blocks unserved
by 25/3 Mbps

Phase

$4.4B for unserved locations
in partially served census blocks
plus areas not won in Phase 1*

2

Reverse auction based, four
performance tiers [weighting
on speed and latency]
6-Year Broadband Build
Requirements
40% completion by end of
year three of funding

20% for each subsequent year

100% complete by end of
year six**

* The FCC indicated that it may revisit the Phase 2 budget after it has additional
information gained from Phase 1.
** Some additional time for construction is provided if the actual number of
locations exceeds the FCC model’s number.

Delivering
Competitive
Broadband

The RDOF seeks to encourage the
deployment of networks that will stand
the test of time, placing the highest
value on those providing gigabit connections. It requires winning bidders in
Phase I to offer the supported broadband and voice service to all eligible
homes and small businesses within the
awarded areas.
Compared to the CAF-2 minimum
speed of 10/1 Mbps, RDOF increases
the minimum performance tier to
25/3 Mbps and prioritizes support for
services with faster speeds and lower
latency. Moreover, under its reverse
auction format, once the clearing price
is hit, the program requires allocating
support in each area to the bidder
in the faster speed tier when there is
more than one bid to serve an area.

Structure
and Schedule
The RDOF will target areas that lack access to 25/3
Mbps broadband services in two phases. During
Phase 1 up to $16B will be auctioned for high-cost
areas (census blocks) where there is no 25/3 Mbps
service at all according to the Form 477 data. The
Phase 1 auction will occur in 2020, with the subsidies
commencing in 2021.
The Phase 2 auction is slated to include areas that do
not receive winning bids in Phase 1 as well as areas
where some households have access to 25/3 Mbps
service but others do not, as determined by new FCC
data collected on broadband service locations.

Buildout
Obligations
The RDOF program carries 6-year build out requirements. Funding recipients will be required to commercially offer voice and broadband service to 40%
of the FCC calculated number of locations in a state
by year 3 following funding authorization, and 20%
each year thereafter, with 100% completion by year 6.
In cases where the actual locations greatly surpass
the FCC model, the service provider may be provided
more time to build out to those locations.

Phase 1
Location Eligibility
York are not eligible for RDOF because of previously
established programs to fund rural broadband in these
states. The FCC will also provide a challenge process
to allow service providers to demonstrate they are
providing 25/3 Mbps service in a Census block, despite the FCC map showing the area as unserved.

The FCC’s initial estimate is that approximately six
million locations would be eligible for bidding in Phase
1 of the RDOF. The map below provides an overview
of bid-eligible locations for the 48 qualifying states,
with over half having more than 100,000 locations
eligible for Phase 1 funding. Note that Alaska and New
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Evaluating
Bids
The FCC will use the Connect America Cost
Model (CAM) to set the reserve prices for auction
areas and follow the CAF-2 model of a reverse
auction (multi-round, descending clock auction)
to award the RDOF subsidies.
There are four performance tiers of service for
evaluation, and winning RDOF bidders can use any
fixed broadband technology that meets the required
performance obligations. Each tier differentiates
between bids that would offer either low or high latency
service, and assigns weights to these different tiers
to encourage higher speeds with higher monthly
usage and lower latency.
The low latency service tier translates to 95% or
more of all peak period measurements of round-trip
latency being at or below 100 milliseconds. High
latency means the same measurements would be at
or below 750 milliseconds, and voice service would
receive a Mean Opinion Score (MOS) of four or higher.
The table below provides exact details on the
performance tiers, latency and associated weights.

RDOF PERFORMANCE TIERS, LATENCY, AND WEIGHTS

Performance Tier

Speed

Monthly Usage Allowance

Weight

Minimum

≥ 25/3 Mbps

≥ 250 GB or U.S. average, whichever is higher

50

Baseline

≥ 50/5 Mbps

≥ 250 GB or U.S. average, whichever is higher

35

Above Baseline

≥ 100/20 Mbps

≥ 2 TB

20

Gigabit

≥ 1 Gbps/500 Mbps

≥ 2 TB

0

Latency

Requirement

Weight

Low Latency

≤ 100 ms

0

High Latency

≤ 750 ms & MOS ≥ 4

40

Application
Process, Reporting
and Compliance
The FCC adopted the same two-stage application
process for RDOF that it applied in the CAF-2 auction, involving a “short-form” application to be able to
participate in the auction, followed by a “long-form”
application for the auction winners. It is also applying
the same reporting requirements for the RDOF as it
adopted for CAF-2, with performance monitoring and
enforcement programs to track deployment and ser-

Short-Form
Application

vice quality. Penalties in the event a support recipient does not meet a service milestone will also mirror
CAF-2 non-compliance measures, including the same
framework for support reductions, and the same
process for drawing on letters of credit triggered
by failure to perform as required. Further details on
application requirements are noted below.

The short-form application requires applicants to
indicate the type of bids that they plan to make and
describe the technologies they will use to provide
service for each bid. If spectrum access is involved,
applicants will be required to disclose and certify
the source of the spectrum they plan to use to meet
RDOF obligations in the areas for which they bid.
Applicants will also be required to include audited
financials and certify that they are financially and
technically qualified to meet the public interest
obligations in each area for which they seek RDOF
support. With respect to Eligible Telecommunications
Carrier (ETC) designation, the FCC will not require an
applicant to obtain its designation as an ETC prior to
bidding. Lastly, like the CAF-2 auction, an applicant
must certify that it has performed due diligence concerning its potential participation in the RDOF auction
so the it understands its obligations.

Long-Form
Application
Winning bidders for RDOF support will be required
to complete the same long-form application process
used for CAF-2. They will need to submit a description of the technology and design intended to deliver
voice and broadband service, include a network diagram, and have it certified by a professional engineer.
He or she must certify that the network can deliver
voice and broadband service that meets performance requirements to at least 95% of CAM locations
in the state. There must also be enough capacity to
meet customer demand at or above the prescribed
levels during peak usage periods. Operators proposing to use wireless technologies must also provide
a description of their spectrum access and demonstrate they have the required licenses to use that
spectrum if applicable. Lastly, the FCC will require
Letters of Credit as part of the long-form application
to ensure a refund to USAC of support payments in
the event of default.

Transition
Support

The FCC will provide limited Transitional Support for Incumbent Price
Cap Carriers to cover gaps in funding
before the RDOF subsidies begin to
flow. ILECs get limited forbearance
from ETC obligations when their legacy
support ends. Terms for the Price Cap
Carriers will depend on whether they
are receiving legacy or model-based
support, and in the latter case, whether
they elect to receive a seventh year
of model-based support. The tables
below qualify these details.

Transition for Price Cap Carriers

RECEIVING LEGACY SUPPORT

RDOF Census Block Type

Incumbent Transition Schedule

Won at auction by the incumbent
price cap carrier

Receives legacy support until the first day of the month following its
authorization, then transitions to RDOF support

Won at auction by a new provider

Receives legacy support until the first day of the month following the new
provider’s authorization; new provider then receives RDOF support

Not won at auction

Receives legacy support until the first day of the month following close
of the auction

Not eligible for auction

Receives legacy support until the first day of the month following release
of the final eligible areas list

IN AREAS WHERE A CARRIER ELECTS TO RECEIVE A SEVENTH YEAR OF MODEL-BASED SUPPORT

RDOF Census Block Type

Incumbent Transition Schedule

Won at auction by the incumbent price
cap carrier

Receives model-based support through 2020; begins receiving
RDOF support the first day of the month after it is authorized

Won at auction by a new provider

Receives model-based support through 2020; new provider begins
receiving RDOF support the first day of the month after it is authorized

Not won at auction

Receives model-based support through 2020

Not eligible for auction

Receives model-based support through 2020

IN AREAS WHERE A CARRIER DECLINES A SEVENTH YEAR OF MODEL-BASED SUPPORT

RDOF Census Block Type

Incumbent Transition Schedule

Won at auction by the incumbent price
cap carrier

Receives model-based support through 2021; transitions to RDOF
support on January 1, 2022

Won at auction by a new provider

Receives model-based support through 2021; new provider receives
RDOF support the first day of the month following authorization

Not won at auction

Receives model-based support through 2021

Not eligible for auction

Receives model-based support through 2021

Ensuring Your
Success
ADTRAN has a unique understanding of the challenging environment operators face in resourcing and
building out broadband access networks. We have
decades of experience enabling service providers
around the country to deliver the connectivity and
communications their communities need in order to
grow, while mitigating the complexities involved.
We are committed to helping every step of the way
in pursuing RDOF support, beginning with technical
assistance for the short-form application. To ensure
successful project planning and network rollouts,
ADTRAN has partnered with leading experts in bid
strategy and project development, application prepa-

ration, network design planning, and countless
other areas that provide the complete ecosystem
of products and services needed to build a
broadband network.
Learn more about the RDOF opportunity and contact
us at adtran.com/RDOF.
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