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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

    Communications Division	RESOLUTION T-17764
    Carrier Oversight and Programs Branch	March 17, 2022

	
R E S O L U T I O N

RESOLUTION T-17764.  This Resolution Denies the Request of California Internet, L.P. dba GeoLinks, a Competitive Local Exchange Carrier, to have its Service Area as an Eligible Telecommunications Carrier Expanded in Order to Obtain Federal High-Cost and Support under the Rural Digital Opportunity Fund, Phase I (AU 904) of the Federal Communications Commission.

SUMMARY

[bookmark: _Hlk532461035]By this Resolution, the California Public Utilities Commission (CPUC or Commission) denies the request of California Internet, L.P., (GeoLinks) (U-7326-C), a competitive local exchange carrier (CLEC) and a non-dominant interexchange carrier (NDIEC), to expand its service area as an Eligible Telecommunications Carrier (ETC)  to include the census block groups (CBGs) for which it was granted “winning bidder” status in the Federal Communications Commission’s (FCC) Rural Digital Opportunity Fund (RDOF) Phase I Auction 904.[footnoteRef:2] GeoLinks intended to provide up to gigabit-speed broadband Internet access and Voice over Internet Protocol (VoIP) telephony services using a mix of technologies. The Commission finds that it is not in the public interest to approve GeoLinks’ request to expand its ETC service area to include RDOF census blocks at this time.   [2:  See FCC Public Notice, Rural Digital Opportunity Fund Phase I Auction (Auction 904) Closes, Winning Bidders Announced, FCC Form 683 Due January 29, 2021, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released December 7, 2020, Attachment A.] 


GeoLinks’ Advice Letter

On January 6, 2021, GeoLinks submitted Advice Letter (AL) 13 to the CPUC requesting to expand its existing ETC status to include the service areas in which it provisionally won in the FCC’s RDOF Phase I (Auction 904). GeoLinks was provisionally awarded approximately $234.9 million over 10 years to serve 128,297 locations in California, Arizona and Nevada.[footnoteRef:3] Of the total potential award, $149.0 million is for rural California.   [3:  See FCC Public Notice, Rural Digital Opportunity Fund Phase I Auction (Auction 904) Closes, Winning Bidders Announced, FCC Form 683 Due January 29, 2021, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released December 7, 2020.  ] 


BACKGROUND

Connect America Fund Phase II Auction 903
On May 25, 2016, the FCC implemented a competitive bidding process for the Connect America Fund (CAF) Phase II Auction 903. In this May 2016 Order,[footnoteRef:4] the FCC adopted, among other things, a minimum performance tier of 10 megabits per second (Mbps) downstream /1 Mbps upstream with 150 GB of monthly usage, and an annual budget of $215 million of support over ten years nationwide. The FCC Order also requires winning bidders to offer broadband and voice service to all eligible homes and small businesses in the service area, and establishes a two-step application process, service milestones, performance standards, reporting requirements, non-compliance measures, and forfeiture for defaults (ineligible or unqualified applicants).[footnoteRef:5] [4:  See In the Matter of Connect America Fund, ETC Annual Reports and Certifications, and Rural Broadband Experiments, Report and Order and FNPRM, WC Dkts. 10-90, 14-58 and 14-259, (FCC 16-64) (rel. May 26, 2016).]  [5:  Id.] 


The Rural Digital Opportunity Fund, Phase I (Auction 904)
On January 30, 2020, the FCC adopted a Report and Order establishing the RDOF framework to build out broadband infrastructure to connect residential and small businesses in rural areas.[footnoteRef:6] The RDOF program used procedures and rules similar to those developed for the CAF Phase II Auction 903. The RDOF program set out to provide $20.4 billion over 10 years to increase broadband speeds from 10/1 Mbps to minimum 25/3 Mbps in rural areas and prioritize speeds up to a gigabit per second. [footnoteRef:7]   The RDOF program provided funding in two phases. Phase I was budgeted for $16 billion and Phase II was budgeted for $4.4 billion, with any funds that remained undistributed from Phase I being distributed in addition to the $4.4 billion budgeted for Phase II.[footnoteRef:8]  [6:  See In the Matter of Rural Digital Opportunity Fund, Connect America Fund, Report and Order, WC Dkts. 19-126 and 10-90, (FCC 20-5) (rel. Feb. 7, 2020) (RDOF Order).]  [7:  Id., para. 4.]  [8:  Id., para. 8.] 


Consistent with CAF Phase II Auction 903, winning RDOF bidders were permitted to obtain ETC designation from the FCC or the respective state commissions after the auction closed.[footnoteRef:9]  On December 7, 2020, the FCC issued a Public Notice announcing the winning bidders for the RDOF Phase I Auction.[footnoteRef:10]  The FCC initially assigned California $695 million of support over the 10-year term, with 364,878 locations, provisionally won by 15 bidders.[footnoteRef:11] [9:  Id., para. 92.  Service providers are required to obtain ETC status to qualify for universal service support.  
See also, 47 U.S.C. §§ 214(e) and 254(e).]  [10:  See FCC Public Notice, Rural Digital Opportunity Fund Phase I Auction (Auction 904) Closes, Winning Bidders Announced, FCC Form 683 Due January 29, 2021, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released December 7, 2020.]  [11: Id., Attachment B.] 


ETC Designation Requirements

Section 254(e) of the Communications Act (the Act), as amended, states that “only an eligible telecommunications carrier under section 214(e) shall be eligible to receive specific federal universal service support.”[footnoteRef:12]    [12:  47 C.F.R. §§ 54.400 et seq. contains the Federal Communications Commission’s (FCC) Lifeline rules issued to implement § 254 of the Act.  Section 54.401 defines Lifeline as a non-transferrable retail service offering for which qualifying low-income consumers pay a reduced charge for voice telephony service after applying the federal Lifeline support amount.] 


The Act gives state commissions the primary responsibility for granting ETC designations to companies operating in their states. Section 214(e)(2)states that, “[u]pon request and consistent with the public interest, convenience, and necessity, the state commission may, in the case of an area served by a rural telephone company, and shall, in the case of all other areas, designate more than one common carrier as an eligible telecommunications carrier for a service area designated by the state commission” so long as the requesting carrier meets the requirements of Section 214(e)(1).   

In addition to meeting the public interest standard the FCC rules require that a carrier requesting ETC designation must:

1.	Certify that it will comply with the service requirements applicable to the support that it receives;
2.	Submit a five-year plan that describes proposed improvements or upgrades to the applicant’s network throughout its proposed service area;
3.   Demonstrate its ability to remain functional in emergency situations;
4.	Demonstrate that it will satisfy applicable consumer and service quality standards;
5.	Demonstrate that it is financially and technically capable of providing the federal Lifeline service; and
6.	Submit information describing the terms and conditions of any voice telephone service plans offered to federal Lifeline participants.[footnoteRef:13]   [13:  47 C.F.R. § 54.202(a).] 


The CPUC has also adopted procedures and guidelines for processing ETC applications. In Resolution T-17002 (May 25, 2006), the CPUC adopted The Comprehensive Procedures and Guidelines for ETC Designation and Requirements for ETCs that are consistent with FCC Universal Service Order 97-157[footnoteRef:14] regarding designation of a telephone carrier as a qualified ETC. Pursuant to this Resolution, applicants seeking ETC designation in California are required to provide the following:  [14:  See In the Matter of Federal-State Joint Board on Universal Service, Report and Order, CC Dkt. 96-45 (FCC 97-157), released May 8, 1997.] 

1. A description of the proposed service offerings and attached service area maps;
2. A description of the advertising plan(s); 
3. A statement of commitment to provide service; 
4. Submission of the 2-year service quality improvement plan; 
5. A showing of the ability to remain functional;
6. A statement of commitment to consumer protection;  
7. Demonstration that a carrier’s usage plan is comparable to that of the incumbent LEC in the proposed service area; and 
8. A public interest determination.
In addition to Resolution T-17002 ETC designation rules, carriers requesting ETC designation must also comply with General Order (GO) 153, and CPUC User Fee and surcharge obligations. The CPUC User Fee is levied on all telecommunications carriers providing services directly to customers and the amount of fees is a percentage calculation based on all intrastate customer billings for telecommunications services.  All telecommunications carriers and Voice over Internet Protocol (VoIP) providers are also required to collect and remit public purpose program surcharges from end-users.  These surcharges fund the CPUC’s universal service programs. 

The CPUC also adopted Resolution T-17693, which streamlined the ETC designation process for RDOF recipients with approved operating authority in California.  This process did not apply to GeoLinks, as the company has existing ETC designation for specified service areas.[footnoteRef:15] [15:  See Resolution T-17646] 





Notice/Protests

GeoLinks served its AL 13 via email to all parties on the ETC service list and AL 13 appeared in the Commission’s Daily Calendar on January 11, 2021. No protests were filed. 

DISCUSSION

This Resolution adopts Staff’s recommendation to deny GeoLinks’ request for an expanded ETC designation to obtain potential FCC RDOF funding in the California service areas in which GeoLinks is a designated winning bidder by the FCC RDOF Phase I Auction 904.[footnoteRef:16] [16:  See FCC Public Notice, Rural Digital Opportunity Fund Phase I Auction (Auction 904) Closes, Winning Bidders Announced, FCC Form 683 Due January 29, 2021, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released December 7, 2020.] 


Company Overview

California Internet, L.P., dba GeoLinks, is headquartered at 251 Camarillo Ranch Road, Camarillo, CA 93012.  On May 25, 2017, GeoLinks received its Certificate of Public Convenience and Necessity (“CPCN”) to provide facilities-based and resold and limited facilities-based and competitive local exchange and interexchange telecommunications service. GeoLinks received its VoIP registration on June 23, 2014. As a certificated CLC, NDIEC, GeoLinks is required to report/pay public purpose program surcharges and user fees on its California intrastate revenues. The company currently provides broadband Internet access and VoIP telephony services in California. Additionally, as a VoIP provider, it is required to report and pay public purpose surcharges. 

GeoLinks was previously awarded $82.6 million over 10 years to build broadband infrastructure to 10,922 locations in California pursuant to the FCC’s CAF II Auction 903.[footnoteRef:17]  [17:  See FCC Public Notice, Connect America Fund Phase II Auction (Auction 903) Closes, Winning Bidders Announced, FCC Form 683 Due October 15, 2018, AU Dkt No. 17-182, WC Dkt No. 10-90, (DA-18-887), released August 28, 2018, Attachment A.] 


Reasons for Denial of Advice Letter 13
The Commission finds that it is not in the public interest to approve GeoLinks’ AL 13 request for expanded ETC service area in order to receive RDOF awards, for the following reasons:

1) GeoLinks is not financially capable of meeting RDOF buildouts, and
2) GeoLinks’ default of RDOF census blocks groups demonstrates lack of operational capability.

1. GeoLinks is not financially capable of meeting RDOF buildouts

Staff finds, based on confidential information GeoLinks submitted  that the applicant is not financially capable of building and operating its proposed RDOF-subsidized network in the timeframe required by the FCC milestones applicable to the RDOF Phase I (AU 904).[footnoteRef:18] GeoLinks’ total buildout cost, based on its own submittals, is higher than the $149 million winning bid for the 92,678 locations in California the FCC announced, as well as surpassing the total of $234.9 million for all three states.[footnoteRef:19] The FCC requires carriers to commercially offer voice and broadband service to 40% of their locations by the end of year 3, and 100% by the end of year 6, based on the 10 year RDOF schedule.[footnoteRef:20] Based on this information, Staff concludes that capital investments must be made at the beginning stages of the project(s). Staff finds GeoLinks places great reliance on aggressive subscriber take rates for the cash flow needed to meet its RDOF capital requirements. Although GeoLinks proposes a much higher take rate, based on internal calculation of completed CASF projects from 2008-2021, the average take rate is 38.6%[footnoteRef:21] [18:  See 47 CFR Sec. 54.802(c)(1). This section of the FCC’s rules for RDOF require network buildout milestones of: 40% at end of year 3, 60% at end of year 4, 80% at end of year 5, and 100% at end of year 6.     
]  [19:  See FCC Public Notice, Rural Digital Opportunity Fund Phase I Auction (Auction 904) Closes, Winning Bidders Announced, FCC Form 683 Due January 29, 2021, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released December 7, 2020]  [20:  See In the Matter of Rural Digital Opportunity Fund, Connect America Fund, Report and Order, WC Dkts. 19-126 and 10-90, (FCC 20-5) (rel. Feb. 7, 2020) (RDOF Order), para 48-49.]  [21:  Calculation based on CASF projects from 2008 to 2021.  There were 35 completed last mile projects, with the number households subscribed (13,004) divided by the number of potential households within the 35 projects (33,697) (13,004/33,697 = 38.6%).] 


The reliance on take rates creates a significant risk that the applicant’s proposed RDOF network will not be built out in time under FCC rules, absent other financial resources. In order to comply with the public interest requirement of the ETC process, the applicant therefore needs to limit this downside risk via proof of sufficient credit, and/or capital sureties to secure such limitation.

Furthermore, Staff reviewed GeoLinks’ confidential financial information, which asserts that the company has access to credit facilities and equity investment to assist in meeting its capital requirements for the RDOF network build in California. However, Staff finds that GeoLinks has not supplied surety instruments that demonstrate the firm has needed financing in place to fully cover the shortfall between the capital and operating costs of the network, internal cashflows of the firm, and the possible RDOF award of the FCC.  Given this lack of demonstrated financial commitments, Staff concludes that GeoLinks does not appear to have the financial capacity to build and operate the proposed RDOF network.

2. GeoLinks’ Default of RDOF Census Block Groups in California Demonstrates Lack of Operational Capability

On January 28, 2022, the FCC issued a Public Notice which announced that GeoLinks defaulted on what Staff calculates as 1,318 RDOF locations, and 97 census block groups in California. Staff does not believe that the FCC’s announcement of its default action under the RDOF rules materially changes the financial circumstances of the GeoLinks application under this Advice Letter process. However, Staff finds that this FCC default action demonstrates that GeoLinks did not adequately respond to a previous Public Notice[footnoteRef:22] and Letter[footnoteRef:23] issued by the FCC in which GeoLinks was directed to address questions about the eligibility of RDOF locations won by GeoLinks in the FCC PN of December 7, 2020. More importantly, Staff finds this lack of an adequate response to the FCC’s Public Notice demonstrates that GeoLinks was unable to manage the information about its own RDOF winning bid at the basic level of proposed service area data characteristics to the satisfaction of the FCC. For a possible award of upwards of 92,678 locations, this demonstrates a lack of required operational capability and calls into question whether GeoLinks can assume the additional responsibility.  [22:  See FCC Public Notice, Rural Digital Opportunity Fund, Bid Defaults Announced, AU Dkt No. 20-34, WC Dkts. 19-126 and 10-90, (DA 20-1422), released July 22, 2021.
]  [23:  Letter to Ryan Adams from Michael Janson, et al of FCC, released July 26, 2021] 


CONCLUSION

For the reasons described above, Staff recommends the Commission deny GeoLinks’ request to be authorized as an ETC service provider to provide federal high cost and Lifeline services to areas designated by the FCC’s RDOF Phase I process (AU 904).

COMMENTS

In compliance with P.U. Code § 311(g), the Commission emailed a notice letter on February 11, 2022, informing all parties on the Eligible Telecommunications Carrier service list of the availability of this resolution for public comments at the Commission’s website www.cpuc.ca.gov.  The notice letter also informed parties that the final resolution adopted by the Commission will be posted and available at the same website.

FINDINGS 

1. GeoLinks is headquartered at 251 Camarillo Ranch Road, Camarillo, CA. 93012.  GeoLinks received its CPCN as a CLC (U-7326-C) on May 25, 2017.
2. GeoLinks offers broadband Internet access service and VoIP telephony services using fixed wireless technology.  
3. GeoLinks was previously awarded $82.6 million to build infrastructure in California pursuant to the Federal Communication Commission’s Connect America Fund Phase II.
4. GeoLinks has not given adequate proof that its stated credit and equity sources are committed to funding the shortfall between the capital and operating costs of the proposed RDOF network, internal cashflow of the firm, and the funds from a possible RDOF award.  Staff thus finds that GeoLinks does not have the financial capacity to build and operate the RDOF network it proposes for California. 
5. Staff finds that action of the FCC which declared GeoLinks in default of a number of census block groups within its RDOF winning bid area in California demonstrates that the applicant does not have the necessary operational capacity to manage the network expansion required by its RDOF winning bid. 
6. On, February 11, 2022, the Commission emailed a draft of this Resolution to the Eligible Telecommunications Carrier service list for public comments.

THERFORE, IT IS ORDERED that:

1. [bookmark: _Hlk532461012]The Commission denies the request of California Internet, L.P., dba GeoLinks (GeoLinks) (U-7326-C) to expand its eligible telecommunications carrier service area.







This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed, and adopted at a conference of the Public Utilities Commission of the State of California held on _______the following Commissioners voting thereon:



	______________________________
Rachel A. Peterson
Executive Director
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