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	STATE OF CALIFORNIA
	Public Utilities Commission

San Francisco

	M e m o r a n d u m



	Date:
	April 14, 2010

	
	

	To:
	The Commission

(Meeting of April 22, 2010 – Los Angeles, CA)

	
	
	

	From:
	Edward F. Randolph, Director

Office of Governmental Affairs (OGA) — Sacramento

	
	

	Subject:
	SB 1040 (Padilla) – Telecommunications universal service programs:  CA Advanced Services Fund.

As Introduced:  February 12, 2010

	



Legislative Subcommittee Recommendation:  SUPPORT/COSPONSOR
 

SUMMARY OF BILL: 


SB 1040 as introduced would amend PU Code Sec. 270 to:

· Extend the sunset date of the California Advanced Services Fund (CASF) program from January 1, 2013 to January 1, 2018.

· Increase by $125 million the funding authorized for CASF and beginning FY 10-11 provide for continuous appropriation thereof through FY 17-18.

· Require the CPUC to establish three separate accounts within the CASF Fund:

(1) The Broadband Infrastructure Grant Account.

(2) The Rural and Urban Regional Broadband Consortia Account

(3) The Broadband Infrastructure Revolving Loan Funds Facility Account.

· Provide that not more than $25 million can be encumbered, per fiscal year , from the CASF Fund beginning with the FY 10-11 and continuing through FY2017-18, and require, for each such fiscal year, that the funds be deposited as follows:


· $20 million into the Broadband Infrastructure Grant Account

· $ 2 million into the Rural and Urban Regional Broadband Consortia Account

· $ 3 million into the Broadband Infrastructure Revolving Loan Funds Facility Account.

· Require the CPUC to establish requirements, procedures, and criteria for proposals for funding of the operations of the Rural and Urban Regional Broadband Consortia Account.


· Require the CPUC to determine what broadband providers would be qualified to receive loans from the Broadband Infrastructure Revolving Loan Funds Facility Account.


· Require that the Broadband Infrastructure Revolving Loan Funds Facility Account be administered, and that loans from the account be extended by, a Joint Powers Authority.  


· Require the CPUC to conduct both interim and final financial and performance audits of the CASF.  Would require the Commission to report its interim findings to the Legislature by December 31, 2010, and to report its final findings to the Legislature by April 1, 2017.  


· Includes an urgency clause.
SUMMARY OF SUPPORTING ARGUMENTS FOR RECOMMENDATION:


There is a need to provide continuing appropriations for, and extend the sunset date of, the CASF program for the following reasons:

Significant areas in California still do not have broadband.  According to the California Broadband Task Force final report
, 1.4 million mostly rural Californians lack broadband at any speed and only half of Californians have access to broadband at cumulative speeds of 10 megabits per second.   

To date, the CASF program has committed funding that will provide broadband service to 33,327 households in unserved areas and 261,350 households in underserved areas.  The CASF program still has a way to go to reach those 1.4 million rural Californians.

New monies are necessary because the currently authorization of $100 million in funding is largely encumbered.   As of February 2010, the CPUC has approved 42 project grants totaling $87 million. More applications are pending.
Broadband projects the CPUC is still evaluating are estimated at a collective value of $20 million.  If the CPUC deems these projects to be eligible for CASF funding, the $100 million currently allocated for the CASF program will not be sufficient. 

Applicants unable to secure the Recovery Act funding they have requested may apply for additional CASF funds.  

Providing an additional $100 million for the CASF program grants to providers through continuing appropriation of $20 million per year for an additional five years and establishing a new program sunset date of January 1, 2018 will enable the state to incent deployment of advanced broadband facilities to the remaining unserved and underserved areas in California and maximize the benefits from federal programs and funding.  
Completion of projects may go beyond the current sunset date of CASF (January 1, 2013).  Under CASF rules, recipients of CASF monies are given a maximum period of 24 months to complete the project.  However, some of the projects approved or under review are subject to the California Environmental Quality Act requirements, which is conservatively estimated to take 8 months.  

Providing $2 million per fiscal year for a total of $10 million over the five-year period ending FY 2017-18 to fund the operations of Rural and Urban Regional Broadband Consortia will not only optimize the utilization of the CASF, as funding will go to areas that are determined to be truly unserved or underserved, but also will maximize the utilization of the new broadband services through adoption and outreach activities.


Rural and Urban Regional Broadband Consortia can provide input on broadband issues and disseminate information with respect to demand, mapping, population profile needs and preferences, and outreach.  


Rural and Urban Regional Broadband Consortia can provide outreach services in ensuring that new broadband infrastructure and consequently, broadband service is available in the community.


Rural and Urban Regional Broadband Consortia can provide assistance in accessibility, adoption, and assistance to the community.


The establishment of a Broadband Infrastructure Revolving Loan Funds Facility of $3 Million per FY or $15 million for the five-year period ending FY 2017-18 will provide funding to areas that do not qualify for CASF funding because of the relatively high cost of development and/or an inability to meet the CASF grant guidelines, such as cost per customer, pricing guarantee of one year and completion of the project within the 24 month CASF timeline, among others.
DIVISION ANALYSIS:


EXPLANATION OF BILL’S IMPACT ON CPUC PROGRAMS, PRACTICE & POLICY:
The bill would extend the current CASF grant program and add a new grant program and a loan program under the fund.   

The bill would also require a Commission rulemaking to establish criteria and rules to implement the two new programs.

Currently the CPUC is required to perform financial and performance audits of the CASF program and report its finding to the Legislature by December 31, 2010.  This bill would require the CPUC to conduct two financial and performance audits of the CASF.  It would require the Commission to report its interim findings to the Legislature by December 31, 2010, and to report its final findings to the Legislature by April 1, 2017.  

PROGRAM BACKGROUND:

In  D. 07-12-054, the Commission established the CASF program as a two-year program to encourage deployment of high-quality advanced communications services to all Californians that will promote economic growth, job creation, and the substantial social benefits of advanced information and communications technologies. The CASF program provides matching funds of up to 40% of the total project costs for the deployment of broadband infrastructure in unserved and underserved areas
 in California.   Resolution T-17143, approved on June 12, 2008, adopted the application requirements, scoring criteria for the award of funds, and a prescribed timeline for other filings and notifications including a projected Commission Meeting date for final approval of award(s).  

Senate Bill 1193 (Padilla) (Ch. 393, Stats. 2008) codified authorization of the CASF program in PU Code Sec. 281 and created a California Advanced Services Fund in the State Treasury  in PU Code Sec. 270 (a)(7). The sunset date for the CASF program is January 1, 2013.

SB 1193 authorized up to $100 million for the CASF program to be funded by a 0.25% surcharge on end-users’ telecommunications intrastate bills.  $100 million has now been appropriated.  The surcharge was collected from January 2008 to December 2009.

The enactment of the American Reinvestment and Recovery Act (Recovery Act)
 prompted the Commission to adopt changes in the CASF program to allow California applicants to utilize the CASF funds as leverage for seeking Recovery Act grant monies for broadband deployment.  On July 9, 2009, the Commission issued D.09-07-020 approving a new CASF schedule and plan for an additional round of broadband projects that would complement broadband grants awarded under the Recovery Act.  While retaining the CASF 40% matching grant process, in D.09-07-020, the Commission also modified the CASF grant program to provide 10% matching funds so long as the Recovery Act funds 80% of the project’s total costs, and the applicant funds the balance of 10%.  Decision 09-07-080 notes that Recovery Act funds are available to entities other than licensed telephone corporations.  In Conclusion of Law 8, the Commission concluded that if State legislation is enacted allowing broadband providers/applicants other than holders of Certificates of Public Convenience and Necessity (CPCNs) or registered wireless providers to participate in the CASF program, the Commission should consider whether, and if so, how to amend its rules.

On July 29, 2009, Governor Schwarzenegger signed AB 1555 (Manuel Perez) (Ch.24, Stats.2009).  AB 1555 amended PU Code Sec. 281 to expand CASF eligibility to any entity applying for CASF funding in conjunction with a Recovery Act  funding request, provided the entity satisfied the eligibility requirement for CASF funding.  On October 29, 2009, the Commission approved Resolution T-17233 which adopts application requirements and guidelines for non-licensed broadband providers applying for a CASF grant in conjunction with an application for Recovery Act funding to support broadband infrastructure deployment.

LEGISLATIVE HISTORY: 

Legislative history noted above. 

STATUS:  

SB 1040 was passed by the Senate Energy, Utilities and Communications Committee on April 6, 2010 and currently awaiting hearing in the Senate Appropriations Committee.

SUPPORT/OPPOSITION:  
Support:
California Energy Technology Fund (sponsor)


California Center for Rural Policy


California Emerging Technology Fund


California Library Association


Central Coast Broadband Consortium


Del Norte County Board of Supervisors




Frontier Communications




Humboldt Area Foundation




Humboldt State University Office of the President




Monterey County Board of Supervisors




Northern California Small Business Development Center




TechNet




United Way of Greater Los Angeles




Valley Vision

Opposition:
None on file.

STAFF CONTACTS:

Alicia Priego, Deputy Director-OGA

(916) 322-8858
arp@cpuc.ca.gov


Date:
April 14, 2010

BILL LANGUAGE:

BILL NUMBER: SB 1040
INTRODUCED


BILL TEXT

INTRODUCED BY   Senator Padilla

                        FEBRUARY 12, 2010

   An act to amend Section 281 of the Public Utilities Code, relating

to telecommunications, making an appropriation therefor, and

declaring the urgency thereof, to take effect immediately.


LEGISLATIVE COUNSEL'S DIGEST

   SB 1040, as introduced, Padilla. Telecommunications universal

service programs: California Advanced Services Fund.

   The existing federal Telecommunications Act of 1996 establishes a

program for the regulation of telecommunications to attain the goal

of local competition, while implementing specific, predictable, and

sufficient federal and state mechanisms to preserve and advance

universal service, consistent with certain universal service

principles. The universal service principles include the principle

that consumers in all regions of the nation, including low-income

consumers and those in rural, insular, and high-cost areas, should

have access to telecommunications and information services, including

interexchange services and advanced telecommunications and

information services, that are reasonably comparable to those

services provided in urban areas and that are available at rates that

are reasonably comparable to rates charged for similar services in

urban areas.

   Under existing law, the Public Utilities Commission has regulatory

authority over public utilities, including telephone corporations,

as defined. Existing law, until January 1, 2013, establishes the

California Advanced Services Fund (CASF) in the State Treasury, and

requires a surcharge, which is imposed by the commission and

collected through retail telecommunications customers' bills, to be

deposited in that fund. Existing law prohibits the commission from

collecting more than $100,000,000 through the surcharge. Existing law

requires the commission to develop, implement, and administer the

CASF to provide for transfer payments to encourage deployment of

high-quality advanced communications services to all Californians

that will promote economic growth, job creation, and substantial

social benefits of advanced information and communications

technologies, as provided in a specified decision of the commission.

Existing law requires the commission to conduct both a financial

audit and a performance audit on the implementation and effectiveness

of CASF and to report its findings to the Legislature by December

31, 2010.

   This bill would extend the operation of CASF until January 1,

2018, and prohibit the commission from collecting more than

$225,000,000 through the CASF surcharge. The bill would require that

not more than $25,000,000 of the funds in CASF be encumbered during a

fiscal year and would continuously appropriate $25,000,000 per

fiscal year to the commission, beginning with the fiscal year

beginning July 1, 2010. The bill would require the commission to

conduct an interim and final financial audit and interim and final

performance audit on the implementation and effectiveness of CASF

and, to report its interim findings by December 31, 2010, and its

final findings by April 1, 2017.

   This bill would declare that it is to take effect immediately as

an urgency statute.

   Vote: 2/3. Appropriation: yes. Fiscal committee: yes.

State-mandated local program: no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

  SECTION 1.  Section 281 of the Public Utilities Code is amended to

read:

   281.  (a) The commission shall develop, implement, and administer

the California Advanced Services Fund to encourage deployment of

high-quality advanced communications services to all Californians

that will promote economic growth, job creation, and the substantial

social benefits of advanced information and communications

technologies, as provided in Decision 07-12-054  and Decision

09-07-020  .  The commission shall establish the following

accounts within the fund:  
   (1) The Broadband Infrastructure Grant Account.  
   (2) The Rural and Urban Regional Broadband Consortia Account.

   (3) The Broadband Infrastructure Revolving Loan Funds Facility

Account. 
   (b) (1) All moneys collected by the surcharge authorized by the

commission pursuant to that decision, whether collected before or

after January 1, 2009, shall be transmitted to the commission

pursuant to a schedule established by the commission. The commission

shall transfer the moneys received to the Controller for deposit in

the California Advanced Services Fund.

   (2) All interest earned on moneys in the fund shall be deposited

in the fund.

   (3) The commission may not collect moneys, by imposing the

surcharge described in paragraph (1) for deposit in the fund, in an

amount that exceeds a total amount of  one hundred million

dollars ($100,000,000)   two hundred  
twenty-five   million dollars ($225,000,000). Not more than

twenty-five million dollars ($25,000,000) may be encumbered, per

fiscal year, from the fund, beginning with the fiscal year that

begins July 1, 2010, and continuing through the 2017  -

  18 fiscal year  . 
   (4) Notwithstanding Section 13340 of the Government Code,

beginning with the fiscal year that begins July 1, 2010, and

continuing through the 2017-18 fiscal year, the money in the fund and

the accounts within the fund are hereby continuously appropriated to

the commission without regard to fiscal years for the purposes

enumerated in subdivision (a). The funds shall be deposited in the

following amounts in the following accounts for each fiscal year:

   (A) Twenty million dollars ($20,000,000) into the Broadband

Infrastructure Grant Account.  
   (B) Two million dollars ($2,000,000) into the Rural and Urban

Regional Broadband Consortia Account.  
   (C) Three million dollars ($3,000,000) into the Broadband

Infrastructure Revolving Loan Funds Facility Account. 
   (c) (1)  Any   All  moneys appropriated

from the California Advanced Services Fund to the commission may only

be expended for the program administered by the commission pursuant

to subdivision (a), including the costs incurred by the commission in

developing, implementing, and administering the program and the

fund.

   (2) Notwithstanding any other law and for the sole purpose of

providing matching funds pursuant to the federal American Recovery

and Reinvestment Act of 2009 (Public Law 111-5), any entity eligible

for funding pursuant to that act shall be eligible to apply to

participate in the program administered by the commission pursuant to

subdivision (a), if that entity otherwise satisfies the eligibility

requirements under that program. Nothing in this section shall impede

the ability of an incumbent local exchange carrier, as defined by

subsection (h) of Section 251 of Title 47 of the United States Code,

that is regulated under a rate of return regulatory structure, to

recover, in rate base, California infrastructure investment not

provided through federal or state grant funds for facilities that

provide broadband service and California intrastate voice service.

   (d) Proposals for funding of the operations of the Rural and Urban

Regional Broadband Consortia shall meet the requirements,

procedures, and criteria to be established by the commission. 
   (e) The Broadband Infrastructure Revolving Loan Funds Facility

shall be available to a joint powers authority that is responsible

for administering and extending loans to qualified broadband

providers in accordance with the rules established by the commission.

   (d) 
    (f)  The commission shall conduct  both

  a   an interim and final 
financial audit and  a   an interim and final

 performance audit of the implementation and effectiveness of

the California Advanced Services Fund to ensure that funds have been

expended in accordance with the approved terms of the winning bids

and this section. The commission shall report its  interim 
findings to the Legislature by December 31, 2010.  The commission

shall report its final findings to the Legislature by April 1, 2017.

 The  report   reports  shall also

include an update to the maps in the final report of the California

Broadband Task Force. 
   (e) 
    (g)  This section shall remain in effect only until

January 1,  2013   2018  , and as of that

date is repealed, unless a later enacted statute, that is enacted

before January 1,  2013   2018  , deletes

or extends that date.

  SEC. 2.  This act is an urgency statute necessary for the immediate

preservation of the public peace, health, or safety within the

meaning of Article IV of the Constitution and shall go into immediate

effect. The facts constituting the necessity are:

   Numerous grant applications with merit have been filed seeking

funding through the California Advanced Services Fund, many of these

applications also seeking funding through the federal American

Recovery and Reinvestment Act of 2009 (Public Law 111-5), and these

grant applications threaten to exceed the existing financial limits

of the fund. In order to relieve financial pressure on the fund,

enable meritorious projects to go forward, and to prevent a potential

disruptive effect on the grant process, it is necessary that this

act take effect immediately.                            


�  The State of Connectivity, Building Innovation through Broadband, Final Report of the California Broadband Task Force, January 2008.


�  An unserved area is an area that is not served by any form of facilities-based broadband, such that Internet connectivity is available only through dial-up service or satellite.  An underserved area is an area where broadband is available but no facilities-based provider offers service at speeds of at least 3 megabits per second download and 1 megabit per second upload.


� On February 17, 2009, President Obama signed the American Reinvestment and Recovery Act (Recovery Act) (Pub. Law No. 111-5), designed to provide stimulus to the economy by preserving and creating jobs and promoting investments in infrastructure.  The Recovery Act included $7.2 billion in federal funds for broadband infrastructure deployment and subscribership/adoption programs to be administered by the National Telecommunications and Information Administration (NTIA) for the Broadband Technology Opportunities Program (BTOP) and the Rural Utilities Service (RUS) for the Broadband Initiatives Program (BIP). The BTOP allocation for broadband projects is available to all broadband providers, including non-telecommunication companies. The NTIA BTOP funding is limited to 80% of the total project cost with the applicant providing 20% matching funds.
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