
Baldwin-Ernst ACCESS Rural America Act

The problem: Because of their low population density and often rugged terrain, it is often difficult to expand services to rural areas, like access to broadband. Rural areas were left behind by large telecommunications companies decades ago when voice service was first deployed throughout the country. In order to provide telecommunications infrastructure and services where large companies would not, many small, family-owned and operated rural telecom companies formed in the early 20th century to deliver telephone systems to their small communities. To pay for the construction of the infrastructure, the companies often raised money from the community by issuing shares in the rural telecom company in exchange for cash. 

Today, many rural communities still get their internet, cable, and voice services from these same companies and their customers are in many cases also their shareholders. Over the generations, families in the community have passed their shares in the company down, splitting the shares among their children. Today, more than one hundred years after many of these companies were formed, the increased shareholders from the stock splits are leading these companies to run into SEC disclosure rules intended for much larger companies.

SEC rules require companies with 500 shareholders (or 2,000 accredited shareholders) and more than $10 million in assets to file financial reports with the SEC. These reporting requirements are costly for a small telecom company and undermine efforts to expand rural broadband. This red tape forces providers to divert already limited resources towards costly SEC reporting, legal, and audit expenses.  Due to the capital-intensive nature of the rural broadband industry, even many of the smallest providers have more than $10 million in assets, which means they become treated like large, publicly traded companies as soon as their shareholder threshold reaches 500. 

The Solution: The ACCESS Rural America Act increases the SEC reporting threshold for small, rural broadband companies, as defined in U.S. code, with under 100,000 subscribers. While using metrics like assets and shareholders trigger more complicated reports, this bill allows small, rural telecom companies some reprieve, with reporting requirements that more accurately reflect their size and capacity. This increase in the threshold would apply only to small, rural broadband companies and still requires them to submit a more tailored financial summary document to the SEC, which will be made available to investors upon request. This information would be in lieu of forms 10-Q, 10-K, and 8-K, and instead include a summary of the consolidated balance sheet, income statement, and any other information that the Commission determines is necessary for the protection of investors. 

Example:  For example, one small broadband provider, which was established in 1901 has 11 employees, about 3500 customers, $28 million in assets, and a yearly income of only $844,000. They will confront potentially hundreds of thousands of dollars in SEC related reporting, auditing, and legal expenses if their shareholder total reaches 500. These are resources that are potentially devastating to a small business and better used to connect rural customers to the internet. 

Support: The bill is supported by the NTCA—The Rural Broadband Association
