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STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: March 7, 2008

To: The Commission
(Meeting of March 13, 2008)

From: Pamela C. Loomis, Deputy Director
Office of Governmental Affairs (OGA) — Sacramento

Subject: SB 1149 (Wiggins) — Telecommunications: grants to areas not
served by local exchange carriers.
As introduced: February 4, 2008

LEGISLATIVE SUBCOMMITTEE RECOMMENDATION: SUPPORT
SUMMARY OF BILL:

This bill would extend the current sunset date for the Rural Telecommunications
Infrastructure Grant Program (AB 140 program) from January 1, 2009 to
January 1, 2013.

SUMMARY OF SUPPORTING ARGUMENTS FOR RECOMMENDATION:

This bill would allow for continued funding of projects to bring telecommunications
service to qualifying communities in areas not currently served by existing local
exchange carriers.

SUMMARY OF SUGGESTED AMENDMENTS (if any):

e Public Utilities Code (PU Code) Sec. 276.5 (a) limits the total yearly funding level for
the grant program to $10 million. PU Code Sec. 276.5 (e) restricts any one applicant
from receiving more than 25 percent of the designated program funds in a single
fiscal year (or no more than $2.5 million per applicant per year). The California
Public Utilities Commission (Commission) supports the deletion of this statutory
ceiling of 25 percent required by Sec. 276.5 (e). The program would be more
effective if the Commission is given the discretion to allocate the annual grant
monies as needed per project award.

e PU Code Section 276.5 (e) would be amended as follows: “The procedures
developed for awarding grants shall ensure that the grants awarded do not
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exceed annual moneys available to support the program and that not more
than one grant is awarded to a qualifying community. ;-and-that-no-one-applicant

DIVISION ANALYSIS (Communications Division):

This bill would extend the Rural Telecommunications Infrastructure Grant program
beyond the current sunset date of January 1, 2009.

Ratepayers would see a small drop in their telephone bills if this program were not
continued as it is funded by the CHCF-A surcharge.

The Rural Telecommunications Infrastructure Grant program helps the CPUC in
furtherance of the goals of universal service.

Funds made available for projects under PU Code 276.5 from the California High
Cost Fund-A (CHCF-A) are as follows: Fiscal Year (FY) 06-07 $10 million, FY07-08
$10 million and FY08-09 $10 million.

PROGRAM BACKGROUND:

The first of its kind in the nation, the program provides grants of up to $2.5 million
per project, with total grant funding of $10 million per year, for construction of
telecommunications infrastructure to low-income communities currently without
telephone service.

In 2001 a state auditor's report established that 112,000 people lived in areas
without telephone service.

The Commission has approved five projects, now under construction, in the amount
of $10.9 million. These projects represent more than 14,000 residences and public
facilities (schools, post offices, fire stations, etc.) gaining access to telephone
service.

LEGISLATIVE HISTORY:

In 2001, AB 140 (Ch. 903, Stats. 2001) created the Rural Telecommunications
Infrastructure Grant Program. The sunset date was last extended by Stats. 2004,
Ch. 767, Sec. 3.
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FISCAL IMPACT:

Since this would extend a program already in existence, it would not change the
Commission’s administration costs. Therefore, this bill has no additional financial
impact on the Commission and there are no expanded work duties created by this bill.

STATUS:

SB 1149 is presently in the Senate Energy, Utilities and Communication Committee
awaiting hearing.

SUPPORT/OPPOSITION:
None on file.

STAFF CONTACTS:

DaVina Flemings, Legislative Analyst dtf@cpuc.ca.gov
Office of Governmental Affairs (916) 324-5945
Jack Leutza [ml@cpuc.ca.gov
Director - Communications Division (415) 703-1060

Date: March 7, 2008.
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BILL LANGUAGE:

BILL NUMBER: SB 1149 INTRODUCED
BILL TEXT

INTRODUCED BY Senator Wiggins
FEBRUARY 4, 2008

An act to amend Section 276.5 of the Public Utilities Code,
relating to telecommunications.

LEGISLATIVE COUNSEL'S DIGEST

SB 1149, as introduced, Wiggins. Telecommunications: grants to
areas not served by local exchange carriers.

Under existing law, the Public Utilities Commission has regulatory
authority over public utilities, including telephone corporations.
The commission is required until January 1, 2009, to establish a
grant program to aid in the establishment of telecommunications
service in areas not currently served by existing local exchange
carriers.

This bill would extend the grant program until January 1, 2013.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

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

SECTION 1. Section 276.5 of the Public Utilities Code is amended
to read:

276.5. (a) The commission shall establish a grant program to aid
in the establishment of telecommunications service in areas not
currently served by existing local exchange carriers. The program
shall be funded out of either the California High-Cost Administrative
Committee Fund-A or the California High-Cost Administrative
Committee Fund-B, or both, as determined by the commission, and the
funding level may not exceed ten million dollars ($10,000,000) per
year.

(b) On or after July 1, 2002, any community-based group
representing a qualifying community may apply for and receive grants
to build an original telecommunications infrastructure that can
provide basic telecommunications service that will serve an area that
meets the grant program's population criteria with consideration
given to communities with schools, hospitals, and health clinics, as
set forth in Decision 96-10-066, and that currently lacks basic
telecommunications services, as described in Decision 96-10-066 of
the commission. A community-based group representing a qualifying
community may alternatively apply for and receive a grant to
subsidize the cost of the telecommunications service itself, if the
group determines that this would be more cost-effective than
subsidizing the building of an original telecommunications
infrastructure. On or before June 30, 2002, the commission, shall
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establish eligibility criteria for community-based groups to qualify
to apply for telecommunications infrastructure grants. The criteria
shall include a requirement that a local agency, as defined by
Section 50001 of the Government Code, or a town, as defined by
Section 21 of the Government Code, shall act as the community-based
group's fiscal agent for the receipt and distribution of funds.
Qualifying communities shall have a median household income no
greater than the income level used in the Universal Lifeline
Telephone Service index for a family of four. The commission shall
require that the telecommunications carrier that provides the service
has the obligation to serve the community.

(c) Grant proposals shall be submitted in accordance with
procedures prescribed by the commission and evaluated and awarded by
the commission using technology criteria developed by the
government -industry working group established by subdivision (h).
Grant proposals shall contain all of the following:

(1) A letter from a local agency or town agreeing to act as a
fiscal agent for the receipt and distribution of funds.

(2) Preliminary engineering feasibility studies conducted in
cooperation with the local service providers that include all of the
following:

(A) Topographical maps indicating the location of all existing
residences.

(B) Schematic maps of the proposed network facilities.

(C) Recommendations and justifications for the preferred
technologies.

(D) Network compatibility statements from one or more
interconnecting carriers.

(E) Cost projections for the infrastructure facilities.

(F) Cost projections for the interconnection and recurring service
provisions.

(G) Projected budget for engineering feasibility studies.

(3) Recommendations and letters of support from all of the
following:

(A) The county board of supervisors.

(B) Other affected local governments.

(C) Affected school districts.

(D) Affected emergency service providers.

(E) Affected law enforcement agencies.

(4) Letters of commitment from 75 percent of the unserved
population.

(5) A project schedule, including timeline and budget.

(6) A management plan that assures the proper utilization of grant
funds.

(7) Evidence that competing providers and competing technologies
have been considered and evaluated.

(d) Grant applicants that are rejected by the commission may be
reimbursed for the cost of their preliminary engineering feasibility
studies, including, but not limited to, any approved cost of a local
telecommunications carrier that contributes to the studies, from the
grant program.

(e) The procedures developed for awarding grants shall ensure that
the grants awarded do not exceed annual moneys available to support
the program, that not more than one grant is awarded to a qualifying
community, and that no one applicant receive more than 25 percent of
the designated program funds in a single fiscal year.

(f) In evaluating grant applications, the commission shall
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consider the cost effectiveness of the application, the number of
people served, the level of local support, the ability of the
community served to pay for the services delivered, and the effect on
public health and safety.

(g) The commission shall establish a —government—industry

government and industry working group to develop
the technical criteria to be used in evaluating grant awards. The
working group shall be composed of, but not limited to, all of
the following:

(1) Representatives of the commission.

(2) Representatives of the incumbent local exchange carrier
industry.

(3) Representatives of the competitive local exchange carrier
industry.

(4) Representatives of the wireless carrier industry.

(h) Grant applicants shall seek to secure federal sources of
funding in conjunction with local subsidies for the construction of
telecommunications infrastructure.

(i) This section shall remain in effect only until January 1,

—2669— 2013 , and as of that date is
repealed, unless a later enacted statute enacted before January 1,
—2869— 2013 , deletes or extends that

date.



