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From: Rosanova, Grace
To: "Lance Ware"
Subject: RE: [EXTERNAL] FW: R039625_EGS_DE_BE_MOM005_20260423
Date: Monday, April 27, 2026 4:07:00 PM

Hey Lance,

Any chance your day is clearer on Wednesday or Thursday? I didn’t realize I’m in training on Tuesday and I want to make sure I find an opportunity to include Bryce
because he is also part of the review process.

I have a few questions I was hoping you could look at regarding the payment request. These are things that DOF has asked in the past, and I want to make sure we have a
clear answer for them:

1. Can you please provide a justification for the truck purchase. Is the truck on Catalina Island? What will the truck be used for? 
2. Can you please provide more information on the use of the building on Sumner? I’m looking to get a sense of why this purchase was necessary and how it will be

helpful to the project. I’m looking for information like: What will be housed in the building – Offices? Equipment?  Will the building be used as AVX’s headquarters?
Will staff work there? Why did you choose this property over any other on the island? Etc.

3. There are a few places in the payment request where the term “Administrative” tasks are referenced. This means something very specific to DOF and this project:
can you please explain what HMB does and what Administrative Services might mean in the context of their work? Can you please do the same for the work that
Julie Ware will be doing – the invoice references Program Administration. There is a 2% cap on project costs for administration, but it is a word that people use to
describe a lot of different things, so I want to make sure I understand so that we can make sure to categorize costs appropriately.

Let me know your availability, looking forward to talking this through.

Thanks Lance!
Grace
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From: Lance Ware
To: Rosanova, Grace
Subject: Re: [EXTERNAL] FW: R039625_EGS_DE_BE_MOM005_20260423
Date: Monday, April 27, 2026 5:14:01 PM
Attachments: LauraDux_JennyOnTheBlock.mp3

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you
recognize the sender and know the content is safe.

Hi Grace,

Wednesday works better than Thursday — any time that day. If Thursday is the only option, 10–
12 or after 1:30.

A few quick answers so we can use the call efficiently:

1. Vehicles.
The $400K line covers a 3–5 vehicle fleet, not a single truck. Pole surveys for low level
design, construction and long-term O&M needs are distinct — splice support, OSP/installation
across 1,127+ premises, materials, supervisor/site, plus a mainland vehicle to move materials
to the barge through end of construction. All vehicles will ultimately domicile on Catalina.

Avalon's vehicle ordinance has a utility carve-out but each permit takes time to secure. We
have one. We need the others issued while the grant is active and the operational justification
is concrete — much harder later. No rental fleet on the island, and we can't import vehicles in
an emergency.

2. 305 Sumner Ave. This is the Avalon Central Office, the “headend" for the submarine cable
system. OLTs, core routing, NOC, climate-controlled equipment racks, and splice/staging
space make up the bulk of the footprint; office space for island ops staff is secondary to the
conditioned equipment space.

Site selection was driven by available inventory and network design. Avalon's commercial
inventory is thin and this property met the criteria, proximity along the network path, structural
and electrical capacity for carrier-grade telecom equipment, harbor access, and zoning. The
centralized location also minimizes the need for remote OLTs in Avalon and potentially the
interior (final optical budgets for the West End are still being calculated). 

Attached is a short piece by Laura Dukes (Transom Traveling Workshop) featuring a long-time
Avalon restaurateur — gives a feel for how the island's land ownership structure works in



practice. About seven minutes. Please give us notice before reusing externally; it hasn't
published yet.

3. "Administrative" terminology. Understood on the 2% cap. The labels on the HMB and Julie
Ware invoices are imprecise — almost all of the work is project management and technical
services, not administration in the DOF sense:

HMB: marine survey supervision, permit coordination (CPUC, CCC, CSLC, USACE,
NMFS, CDFW, etc), route engineering review, marine contractor management,
environmental compliance
Julie Ware: accounting schedule and milestone management, CPUC reporting,
stakeholder coordination, vendor onboarding, field operations support

Genuine administrative work (general office, bookkeeping, basic filings) will be carried by other
staff and is where the 2% cap will apply. 

Hope this helps, but happy to get your feedback ahead of the final review. 

Best,

Lance

From: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Date: Monday, April 27, 2026 at 4:07 PM
To: Lance Ware <lance@avxnetworks.com>
Subject: RE: [EXTERNAL] FW: R039625_EGS_DE_BE_MOM005_20260423

Hey Lance,

Any chance your day is clearer on Wednesday or Thursday? I didn’t realize I’m in training on Tuesday
and I want to make sure I find an opportunity to include Bryce because he is also part of the review
process.

I have a few questions I was hoping you could look at regarding the payment request. These are things
that DOF has asked in the past, and I want to make sure we have a clear answer for them:

1. Can you please provide a justification for the truck purchase. Is the truck on Catalina Island?
What will the truck be used for?

2. Can you please provide more information on the use of the building on Sumner? I’m looking to
get a sense of why this purchase was necessary and how it will be helpful to the project. I’m



looking for information like: What will be housed in the building – Offices? Equipment?  Will the
building be used as AVX’s headquarters? Will staff work there? Why did you choose this
property over any other on the island? Etc.

3. There are a few places in the payment request where the term “Administrative” tasks are
referenced. This means something very specific to DOF and this project: can you please
explain what HMB does and what Administrative Services might mean in the context of their
work? Can you please do the same for the work that Julie Ware will be doing – the invoice
references Program Administration. There is a 2% cap on project costs for administration, but
it is a word that people use to describe a lot of different things, so I want to make sure I
understand so that we can make sure to categorize costs appropriately.

Let me know your availability, looking forward to talking this through.

Thanks Lance!
Grace
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Lance Ware
CEO
AVX Networks
949-394-7099

From: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Date: Friday, May 1, 2026 at 8:47 AM
To: Lance Ware <lance@avxnetworks.com>
Cc: Haro, Lea <Lea.Haro@cpuc.ca.gov>; Minkus, Michael J. <Michael.Minkus@cpuc.ca.gov>;
Ellis, Maria <Maria.Ellis@cpuc.ca.gov>
Subject: Stop Work

Dear Lance,
 
The AVX reimbursement request submitted on 04/19/2026 has raised significant concerns. All
Federal Funding Account reimbursement requests must meet both Capital Project Fund and
California Public Utilities Commission criteria of allowable / eligible expenses in order to be
reimbursed. This serves as notification that AVX must stop all spending related to its Federal Funding
Account award until a review of the reasonableness and appropriateness of its expenses is
completed.
 
Regards,
Grace Rosanova
 
 
Grace Rosanova (she/her)
Analyst, Broadband Regional Initiatives
California Public Utilities Commission, Communications Division  
* grace.rosanova@cpuc.ca.gov

 

mailto:Grace.Rosanova@cpuc.ca.gov
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From: Rosanova, Grace
To: "Lance Ware"
Cc: Haro, Lea; Minkus, Michael J.; Ellis, Maria
Subject: RE: [EXTERNAL] Re: Stop Work
Date: Wednesday, May 6, 2026 9:32:00 AM

Hi Lance,
 
I’m writing to confirm your email has been received.
We understand your desire to meet regarding the stop work order. Communications Division is
preparing a written communication with more information and context.  Communications Division
will be better positioned to speak after this is provided to AVX.
 
Thank you,
Grace
 
 
From: Lance Ware <lance@avxnetworks.com> 
Sent: Monday, May 4, 2026 2:57 PM
To: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Cc: Haro, Lea <Lea.Haro@cpuc.ca.gov>; Minkus, Michael J. <Michael.Minkus@cpuc.ca.gov>; Ellis,
Maria <Maria.Ellis@cpuc.ca.gov>
Subject: [EXTERNAL] Re: Stop Work

 
CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you
recognize the sender and know the content is safe.

 

Hi Grace,

Sorry we couldn't connect at 1pm as I suggested, so I'm following up to find a time when we
can talk so I can provide further clarification on the FFA expenses if required.  It's been almost
a week since the review call we had initially planned, and 2+ weeks from our submission.
Without input I'm unsure how to address the issues arising from the stop work email.  

As you know, AVX got out the starting gate quickly to make sure we can meet the
construction timeline in the FFA award, so we entered into a number of vendor contracts to
get work started. Stopping has left the work and schedule in limbo, but we keep incurring
costs. 

AVX has prepared supplemental documentation responsive to your April 27 questions, and
I'm looking for your guidance on what else is needed to get the project restarted.  I know
you're very busy, but I would appreciate a call tomorrow, even if it's just a few minutes so I
can get to work right away to get you whatever you need.

Thank you,
 

mailto:Grace.Rosanova@cpuc.ca.gov
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Lance Ware
CEO
AVX Networks
949-394-7099

From: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Date: Friday, May 1, 2026 at 8:47 AM
To: Lance Ware <lance@avxnetworks.com>
Cc: Haro, Lea <Lea.Haro@cpuc.ca.gov>; Minkus, Michael J. <Michael.Minkus@cpuc.ca.gov>;
Ellis, Maria <Maria.Ellis@cpuc.ca.gov>
Subject: Stop Work

Dear Lance,
 
The AVX reimbursement request submitted on 04/19/2026 has raised significant concerns. All
Federal Funding Account reimbursement requests must meet both Capital Project Fund and
California Public Utilities Commission criteria of allowable / eligible expenses in order to be
reimbursed. This serves as notification that AVX must stop all spending related to its Federal Funding
Account award until a review of the reasonableness and appropriateness of its expenses is
completed.
 
Regards,
Grace Rosanova
 
 
Grace Rosanova (she/her)
Analyst, Broadband Regional Initiatives
California Public Utilities Commission, Communications Division  
* grace.rosanova@cpuc.ca.gov
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Exhibit E



 
 

 

May 8, 2026 

Lance Ware 
AVX Networks 
lance@avxnetworks.com 
 
Re: Last Mile Federal Funding Account Project – Digital Equity for Coastal and North Orange 
Couty and Catalina Island 
 
Dear Lance Ware, 
 
On December 18, 2025, the California Public Utilities Commission (Commission) approved AVX 
Network’s Digital Equity for Coastal and North Orange County and Catalina Island application for 
$37,571,833.00 in last mile Federal Funding Account funding in Resolution T-17896.  
 
Reimbursement requests must meet both Capital Project Fund (2 Code of Federal Regulation Part 
200, Subpart E) and Commission (Decision 22-04-055, Appendix A) criteria of allowable / eligible 
expenses in order to be reimbursed. Awardees are required to follow both State and Federal 
guidelines to be reimbursed. Any expenses that do not meet the requirement threshold will be 
denied payment. 
 
On April 19, 2026, AVX Networks submitted a 10% reimbursement request for $2,559,284.03. 
Communications Division staff reviewed the reimbursement request and supporting documentation, 
which raised significant concerns about the requested expenses meeting the Federal Funding 
Account’s criteria for allowable and reasonable expenses. Specifically, the following concerns and 
questions have been identified:   
 

1. Fleet vehicle. A fleet vehicle was purchased but the reimbursement request did not include a 
robust justification for why the specific make, model, and premium trim package was 
selected. In accordance with Code of Federal Regulation Part 200, Section 200.439, vehicle 
purchases require prior approval and costs are limited to a reasonable amount to complete 
the project. AVX Networks must:  

a. Provide a justification why it chose a vehicle that costs double those with lower trim 
packages and greater tow capacity.  

b. Explain how the purchase of the vehicle comports with Code of Federal Regulation 
Part 200, Section 200.404. 

mailto:lance@avxnetworks.com


 
 

c. Explain why prior approval for the purchase of the vehicle was not sought. 
2. Contracting costs and relationships. AVX Networks has requested salary reimbursement 

through a contracting company, of which Lance Ware is the sole owner, to provide payment 
to Lance Ware and Julie Ware. It is unclear what the relationship is between Lance Ware and 
Julie Ware. Entities must have in place a documented nepotism and related policies. AVX 
must: 

a. Explain who is Julie Ware in relation to this project and what her relationship is to 
Lance Ware.  

b. Explain what services will be provided that justify the proposed yearly salary of 
$250,000 for Lance Ware and $200,000 for Julie Ware.  

c. Provide payroll documents to show hours solely worked on this project. 
d. Provide copies of nepotism and related policies. 

3. Purchase of a house. The reimbursement request includes the purchase of a house and a link 
to a podcast discussing property acquisition difficulties on Catalina Island. The 
reimbursement request did not include prior approval in accordance with Code of Federal 
Regulation 200 Section 200.439; why a home was purchased; or justification of why the 
purchase was necessary for the project. AVX must: 

a. Explain why was a residential property purchased instead of a commercial building.  
b. Provide information about the seller and related purchase documentation. 
c. Explain why was this specific property chosen.  
d. Explain why was the appraisal cost is higher than neighboring buildings.  
e. Explain why the appraisal cost of the property was submitted in the payment 

request. 
f. Explain how the property comports with Code of Federal Regulations, Section 

200.311? 
g. Explain and provide documentation for why SC-special commercial zoning allows 

for the intended use case.  
h. Provide architectural drawing(s) and construction cost estimates for how the building 

will be converted and utilized.  
i. Provide cost analysis for why a brick and mortar central office will be more cost 

effective than a remote optical line terminal.  
j. Explain what efforts were made to explore leasing office/commercial space for the 

duration of the project and why this was not done instead of purchasing a residential 
property?  

4. Administrative Costs. AVX Networks submitted various expenses under administrative costs 
but did not provide sufficient documentation or explanation. AVX Networks must: 

a. Provide an explanation for “Model Development” for the Wolf Advisory invoice.  
b. Provide a contract, a description of work completed, and record of hours worked for 

the Wolf Advisory invoice that demonstrates the work conducted was solely for the  
Digital Equity Project.  



 
 

c. Provide a contract that demonstrates that the iCommLaw invoice is solely for 
services rendered for the Digital Equity project.  

d. Provide a labor contract, a record for hours worked, proof of payment, and an 
explanation of work conducted, and how it is an allowable expense for the Kanatsiz 
Communications, Inc. invoice.  

5. Engineering. AVX Networks submitted various invoices for engineering expenses but did 
not provide sufficient explanation or documentation. AVX Networks must:  

a. Provide a contract, an explanation of services rendered, and hours work for the 
HMB Solutions invoices.     

b. Provide proof of payment for the EGS invoice. This program does not reimburse 
for advance payments or deposits.  

c. Provide proof of payment for the Blue Meridian invoice.  
 
AVX must provide justification for the above expenses and an explanation of why it failed to obtain 
prior approval for purchases by May 15, 2026.  
 
Communications Division issued a stop work order on May 1, 2026. The CPUC will not reimburse 
any costs that were incurred after the stop work order was issued and the grant may not resume until 
written notification is provided to AVX Networks.  
 
The Communications Division will not pay for costs incurred on this project until concerns are 
addressed, fiscal controls are in place to comply with the grant terms and conditions, and corrective 
actions have been implemented if deemed necessary. Further, Communications Division may 
consider alternate actions, including re-evaluating AVX Network’s viability, recommending a 
financial monitor, and / or recommending the Commission withdraw the award.  
 
Additionally, you are directed to retain original, unaltered copies of any record, in whatever form, 
that relates to your performance under the grant or any claim of reimbursement under the grant.  
 
 
Sincerely, 

 

 

Maria Isabel Ellis   
Director of Broadband Initiatives 
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From: Lance Ware
To: Rosanova, Grace; Ellis, Maria; Minkus, Michael J.; Haro, Lea
Cc: Anita Taff-Rice
Subject: [EXTERNAL] Re: Letter to AVX
Date: Friday, May 15, 2026 2:46:44 PM
Attachments: 0_AVX Networks Repsonse.pdf

CAUTION: This email originated from outside of the organization. Do not click links or open attachments unless you
recognize the sender and know the content is safe.

Maria, Lea, Michael, and Grace:

I just noticed the bounced messages in my Junk folder, and I am resending this email with the
requested documentation placed on OneDrive. Please let me know if you’d prefer it delivered
another way.

AVX CPUC Reply Package.zip  

Thank you and have a nice weekend, 

Lance Ware
CEO
AVX Networks
949-394-7099

From: Lance Ware <lance@avxnetworks.com>
Date: Thursday, May 14, 2026 at 8:48 PM
To: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Cc: Ellis, Maria <Maria.Ellis@cpuc.ca.gov>; Minkus, Michael J.
<Michael.Minkus@cpuc.ca.gov>; Haro, Lea <Lea.Haro@cpuc.ca.gov>; Anita Taff-Rice
<anita@icommlaw.com>
Subject: Re: Letter to AVX

Maria, Lea, Michael, and Grace:

Attached please find AVX Networks' response to your letter of May 8, 2026 regarding AVX's
reimbursement request under California Public Utilities Commission Resolution T-17896,
together with the supporting attachments referenced therein.

AVX has requested confidential treatment under General Order 66-D for the attachments
identified as CONFIDENTIAL in the Declaration of Confidentiality.

AVX welcomes the opportunity to walk Communications Division staff through the underlying
work product for any item discussed in the response. AVX also requests a regular cadence of

mailto:lance@avxnetworks.com
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CONFIDENTIAL — SUBMITTED PURSUANT TO GENERAL ORDER 66-D 


AVX Networks, Inc.  |  CPUC U-7406-C  |  FFA00150  |  Resolution T-17896 
Confidential — General Order 66-D  —  Page 1 of 34 


CONTAINS CONFIDENTIAL PERSONNEL AND TRADE-SECRET INFORMATION 


AVX NETWORKS, INC. 
PO Box 172  |  Avalon, CA  90704 


CPUC Certificate U-7406-C 


May 14, 2026 


Via Electronic Mail 


Ms. Maria Isabel Ellis 
Director of Broadband Initiatives 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA  94102 


Re: Response to May 8, 2026 Letter — Last Mile Federal Funding Account Project, Digital Equity 
for Coastal and North Orange County and Catalina Island FFA00150  |  Resolution T-17896 


Dear Maria, 


Thank you for your letter dated May 8, 2026. I am responding on behalf of AVX Networks ("AVX") to 


provide the clarification and documentation you have requested in connection with our April 19, 2026 


reimbursement request for $2,559,284.03. 


I have reviewed the reimbursement requirements in the Capital Projects Fund (2 Code of Federal 


Regulations Part 200, Subpart E), the Commission's Decision 22-04-055 (Appendix A), Resolution T-


17896, the Awardee Administrative Manual dated January 24, 2025, and the Commission's January 2026 


Guidance on Supporting Documentation for Reimbursement Requests. AVX is confident that the matters 


raised in your letter can be resolved on the documentation and substantive responses provided below. 


Many of the questions in your letter appear to arise from the unique operational context of an isolated 


island setting where commercial alternatives are limited, repair facilities for fleet vehicles are non-


existent, conditioned commercial space is extremely constrained, and project logistics are materially 


different from a typical mainland deployment. I appreciate that this context is difficult to convey through 


reimbursement-request documentation alone. 


To that end, I want to renew an invitation I have extended to Communications Division staff on multiple 


prior occasions: AVX would welcome the opportunity to host you, Mr. Minkus, Ms. Rosanova, or any 


member of your team for a site visit to Catalina Island. A few hours on the ground would, I believe, 


resolve a substantial portion of the questions in your letter and would give your team direct visibility into 


the operational environment the FFA project is being built to serve. AVX will arrange travel, on-island 
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transportation, and access to the proposed Central Office site, the cable landing area, and the existing 


AT&T facility, all of which inform the documentation provided in this response. Please let me know dates 


that work for your team. 


Going forward, I would also appreciate the opportunity to establish a regular cadence of meetings or calls 


between AVX and Communications Division staff to discuss project progress, surface documentation 


expectations earlier, and reach a common understanding on the level and form of supporting 


documentation the Commission expects on milestone reimbursement requests. The questions raised in 


your May 8 letter — many of which AVX is well-positioned to answer — would have been resolved 


more efficiently through a working call than through formal correspondence after a stop-work directive. 


Set forth below are AVX's responses to each question raised in your letter, organized in the order they 


appear. For each cost reflected in the April 19, 2026 reimbursement request, AVX provides supporting 


documentation consistent with the Commission's January 2026 Guidance on Supporting Documentation 


for Reimbursement Requests, which establishes a Type 1 (proof of payment) and Type 2 (documentation 


demonstrating expenses incurred) framework. Where vendors have delivered services or goods that have 


not yet been paid in full, AVX has provided Type 2 documentation demonstrating delivery, consistent 


with the pathway the Commission's January 2026 guidance expressly contemplates. AVX welcomes the 


opportunity to walk Communications Division staff through the underlying work product for any line 


item where additional context would be useful. 


AVX requests confidential treatment for the personnel information, salary information, vendor pricing, 


and other commercially sensitive information contained in this response, pursuant to General Order 66-D, 


California Public Records Act Government Code Section 7927.705 (formerly Section 6254), and the trade 


secrets privilege under California Evidence Code Section 1060 et seq. A separate Declaration of 


Confidentiality is provided as Attachment 1. 


AVX is committed to executing this project consistent with the scope approved in Resolution T-17896 


and to a constructive working relationship with the Communications Division throughout. I look forward 


to the resumption of staff engagement and to lifting the May 1, 2026 stop-work directive at the earliest 


opportunity following review of this submission. 
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RESPONSES TO QUESTIONS 


1.  Fleet vehicle. A fleet vehicle was purchased but the reimbursement request did not include a 
robust justification for why the specific make, model, and premium trim package was selected. In 
accordance with Code of Federal Regulation Part 200, Section 200.439, vehicle purchases require 
prior approval and costs are limited to a reasonable amount to complete the project. AVX Networks 
must: 


a.  Provide a justification why it chose a vehicle that costs double those with lower trim packages 
and greater tow capacity. 


AVX Response: 
Resolution T-17896 approved a $400,000 Vehicles/Fleet line item in the Project budget. The 


vehicle reflected in the April 19, 2026 reimbursement request is the first vehicle procured 


under that approved line item. The Ford F-150 Raptor has been delivered to AVX and is in 


operational use on Catalina. The total acquisition cost of $91,834.53 (comprising the $15,000 


deposit and the $76,834.53 balance, both reflected in the reimbursement request line items) 


has been paid in full to Ford Finance and is supported by Type 1 proof of payment (wire 


transfer confirmation and paid invoice showing $0 due), provided as Attachment 10. 


Additional vehicles within the remainder of the approved $400,000 Vehicles/Fleet line item 


are planned for procurement during the build-out and construction phases of the Project, 


including chassis-cab configurations with interchangeable bodies (flatbed, dump, reel/spool, 


and service/utility) to minimize total fleet count and Avalon utility-vehicle permit exposure, 


additional capacity stationed at the Project's West End operational area at Two Harbors, and 


heavier-duty configurations as the Project enters its active construction phase. Specific 


procurement decisions within the approved fleet line item will be made consistent with 


operational requirements, and the corresponding costs will be submitted for reimbursement at 


subsequent milestones with Type 1 documentation. 


AVX evaluated total cost of ownership over the Project's anticipated 40+ year operational 


horizon — the period over which a deployed broadband network on Catalina Island under 


CPCN obligations is expected to require continuous maintenance and emergency response 


capability. Vehicle selection was driven by total cost of ownership across that horizon, not by 


upfront purchase price alone. The following Catalina-specific cost drivers materially affect 


TCO in ways a typical mainland fleet evaluation does not capture: 


• Catalina Island has no commercial automotive shop equipped for major repair work on 
heavy-duty work vehicles. Each major-repair event requires mainland round-trip 
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transport at an estimated $7,000–$10,000 per event (ferry/freight, vehicle downtime, 
mainland labor and parts, and return transport), in addition to the underlying repair cost. 
Catalina vehicles also accumulate lower total mileage than mainland equivalents, but 
accrue substantially higher wear per mile due to unpaved interior roads, steep grades, 
washboard surfaces, salt air corrosion, and frequent low-speed loaded operations — wear 
that is measured in suspension-cycle equivalents and frame-stress hours rather than 
odometer miles. 


• Ford is the only manufacturer with a factory-trained mechanic available on Catalina 
Island for larger vehicles. Selecting any other manufacturer would convert routine 
scheduled maintenance and many warranty repairs into mainland round-trip events. 


• There is no commercial fleet rental on the island. Vehicles cannot be substituted on short 
notice for fault response or emergency restoration during PSPS events or active wildfire 
response in the Tier 3 High Fire-Threat District. 


• Avalon enforces a strict vehicle ordinance with a limited utility carve-out. Each carve-out 
permit must be applied for and issued individually with unpredictable timelines, requiring 
AVX to plan total fleet count carefully and procure during the active grant window when 
operational justification is documented. The F-150 Raptor (under 20 feet in length) is 
consistent with AVX's City of Avalon business license vehicle classification. 


• Catalina's roads — including Pebbly Beach Road, the unpaved interior access roads to 
the West End cable-landing locations, and the routes between Avalon and Two Harbors 
— impose substantially higher suspension, drivetrain, and frame stresses than typical 
mainland operating profiles. 


Against these constraints, the Ford F-150 Raptor was selected for the splice/supervisor/multi-


terrain operations role for the following specific reasons: 


• Factory-installed FOX Live Valve internal-bypass suspension. This suspension 
architecture is engineered for high-impact, high-frequency suspension events of the type 
Catalina's roads impose, and is covered by Ford's manufacturer warranty (3 years / 
36,000 miles bumper-to-bumper; 5 years / 60,000 miles powertrain). An equivalent 
aftermarket suspension upgrade on a base-trim F-150 would not carry factory warranty 
coverage and would expose the Project to higher mainland repair-logistics costs over the 
operational horizon. 


• Factory-integrated onboard generator providing on-site exportable power for splicers, 
OTDR test equipment, fusion welders, lighting, and other equipment at cable-landing, 
splice, and OSP installation sites that do not have grid power available. The factory-
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integrated configuration consumes no truck bed space, which is an operationally 
significant consideration given the Avalon vehicle ordinance permit constraints and the 
limited total fleet count available to the Project. The factory-integrated generator also 
serves AVX's regulatory compliance posture under CPUC Decisions D.20-07-011 and 
D.21-02-029, which require facilities-based communications providers in Tier 2 and Tier 
3 HFTDs to maintain 72-hour backup power for essential communications equipment. 
CPUC's own compliance framework recognizes that a site is compliant when its facilities 
are equipped with onsite backup power or have access to mobile generators sufficient to 
last at least 72 hours. At remote outside-plant locations on Catalina where permanent 
backup power installation is operationally infeasible — including the unpaved West End 
access routes, locations where terrain or space constraints preclude permanent generator 
pads, and locations where transporting fuel and maintaining a permanent installation 
would impose substantial recurring costs — a service vehicle equipped with a factory-
integrated onboard generator provides the mobile-generator compliance pathway D.20-
07-011 and D.21-02-029 contemplate, while also providing the operational utility AVX 
requires for installation, fault response, and PSPS-event restoration. 


• Reinforced frame, axles, brakes, and 13-inch front / 14.1-inch rear wheel travel relative to 
the base F-150 — engineered for sustained duty cycles in the operating conditions 
consistent with Catalina's daily operating profile. 


• AVX evaluated lower-trim Ford F-150 configurations and rejected them because the Live 
Valve suspension and the factory-integrated onboard generator — the two features that 
drive the operational TCO advantage on Catalina — are not available on lower-trim 
configurations. 


On towing capacity: AVX notes that maximum tow capacity is not the operational constraint 


that drives vehicle selection for this Project. The Project's heavy materials movement (poles, 


conduit, cable reels, spoils) will be handled by future fleet additions procured within the 


remainder of the approved Vehicles/Fleet line item. The F-150 Raptor is selected for its 


operational profile (splice/supervisor/multi-terrain dispatch), not for towing duty. 


b.  Explain how the purchase of the vehicle comports with Code of Federal Regulation Part 200, 
Section 200.404. 


AVX Response: 
2 CFR § 200.404 requires that costs charged to a federal award be "reasonable" — defined as 


costs that, in their nature and amount, do not exceed what a prudent person would have 


incurred under the circumstances prevailing at the time the decision was made. The provision 
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identifies several factors relevant to that determination, including whether the cost is of a type 


generally recognized as ordinary and necessary for the operation of the entity or the proper 


performance of the award; the restraints or requirements imposed by such factors as sound 


business practices, arm's length bargaining, federal and state laws and regulations, and terms 


and conditions of the federal award; and market prices for comparable goods or services for 


the geographic area. 


Each of those factors supports the AVX vehicle selection in the Catalina operating 


environment: 


• The vehicle is of a type ordinary and necessary for a CPCN-holding telecommunications 
carrier deploying and maintaining FTTH service to 1,127 locations on a Tier 3 HFTD 
island with no commercial repair, no rental fleet, no overnight freight, and a strict 
vehicle-import ordinance. 


• The selection reflects sound business practice in minimizing total cost of ownership over 
an anticipated 40+ year operational horizon under documented Catalina-specific cost 
drivers, rather than minimizing upfront purchase price at the expense of long-run lifetime 
cost. 


• The selection respects the manufacturer-warranty framework: factory-installed 
components (suspension, generator, drivetrain) carry warranty coverage that aftermarket 
alternatives do not, materially reducing exposure to $7,000–$10,000 mainland repair-
logistics events over the vehicle's service life. Over an anticipated 40+ year operational 
horizon for a Tier 3 HFTD network with continuous CPCN service obligations, the 
cumulative value of factory warranty coverage on safety-critical and mission-critical 
components is substantial. 


• Market prices for comparable goods in the Catalina geographic area are effectively 
meaningless because there is no Catalina vehicle market; the relevant comparison is 
mainland purchase plus ferry-import plus on-island operating cost over the operational 
horizon, which AVX has evaluated and documented. 


Cost reasonableness under § 200.404 is judged on the totality of the operating environment, 


not on price-per-feature comparisons that ignore the geographic and logistical constraints 


under which the Project will operate. AVX's vehicle selection is reasonable under § 200.404. 


c.  Explain why prior approval for the purchase of the vehicle was not sought. 


AVX Response: 
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Resolution T-17896 approved a $400,000 Vehicles/Fleet line item in the Project budget on 


December 18, 2025. The Commission's Awardee Administrative Manual (January 24, 2025), 


Section III.C, requires amendment requests for changes to project scope, budget, or timeline 


— not for individual procurement decisions made within an approved budget category. 


AVX's vehicle procurement is within the approved fleet budget category and is consistent 


with the operational fleet contemplated by the application file and Resolution T-17896. 


To the extent the Commission now intends to apply 2 CFR § 200.439 prior-approval 


requirements at the item level within already-approved budget categories — that is, to require 


separate prior written approval for each specific procurement notwithstanding line-item 


budget approval at the resolution stage — AVX respectfully requests that the Commission 


make that interpretive standard explicit and prospective, and clarify the mechanism by which 


awardees are to seek and obtain such approvals. AVX is committed to following whatever 


item-level approval process the Commission applies on a going-forward basis, but it should 


not be applied retroactively to procurement decisions made in good-faith reliance on the 


budget categories approved in Resolution T-17896. 


2.  Contracting costs and relationships. AVX Networks has requested salary reimbursement through a 
contracting company, of which Lance Ware is the sole owner, to provide payment to Lance Ware and 
Julie Ware. It is unclear what the relationship is between Lance Ware and Julie Ware. Entities must 
have in place a documented nepotism and related policies. AVX must: 


a.  Explain who is Julie Ware in relation to this project and what her relationship is to Lance 
Ware. 


AVX Response: 
Julie Ware (née Harney) is a co-founder of AVX Networks, the spouse of Lance Ware, and 


an indirect shareholder of AVX through marital community property under California law. 


She is also Chief Operating Officer and Secretary of Digital Equity Foundation ("DEF"), the 


501(c)(3) nonprofit that is the controlling member of AVX. Julie's role at DEF is disclosed in 


AVX's 2024 Annual Affiliate Report submitted to the Commission's Communications 


Division on May 1, 2024 (CONFIDENTIAL, under General Order 66-D), in which DEF is 


identified as an AVX affiliate and Julie Harney is identified as its COO/Secretary. AVX's 


2024 Annual Affiliate Report is on file with the Communications Division. 


Julie's role on the Project is direct project management. Her professional background includes 


infrastructure project management at Faithful+Gould (now Atkins), a global construction and 


program-management firm, where she developed expertise in multi-segment infrastructure 
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deployment, federal compliance documentation, Oracle-based capital project financial 


systems, and construction administration. On the Project specifically, she manages the 


milestone schedule, CPUC reporting and compliance documentation, vendor onboarding and 


contract administration, financial tracking and budget variance analysis, field operations 


coordination across the marine survey and terrestrial segments, and stakeholder coordination. 


On the underlying contracting structure: DEC LLC is a limited liability company of which 


Lance Ware is the sole member. DEC provides project management and executive oversight 


services to AVX under executed Management Services Agreements DEC-AVX-MSA-001 


(Lance Ware — Executive Management and Grant Development) and DEC-AVX-MSA-002 


(Julie Ware — Program Administration & Grant Compliance), each effective December 18, 


2025. AVX's Board of Directors authorized the DEC engagement by Unanimous Written 


Consent dated December 18, 2025, including disclosure of related-party interests and findings 


under California Corporations Code § 310 supported by the Sole-Source Justification 


Memorandum of the same date. Both MSAs, the Board authorization, and the Sole-Source 


Justification Memorandum are provided as Attachments 2 and 4. 


b.  Explain what services will be provided that justify the proposed yearly salary of $250,000 for 
Lance Ware and $200,000 for Julie Ware. 


AVX Response: 
The combined $450,000 per year of compensation for Lance Ware (CEO, $250,000) and 


Julie Ware (Project Manager / Contract Administrator, $200,000) represents 1.20 percent of 


total Project value over the build-out and is materially below market rates for executive and 


project-management oversight of a $37.5 million federal infrastructure project of comparable 


complexity. 


Industry program-management cost benchmarks for federally-funded infrastructure projects 


typically range from 3 to 8 percent of total project value. At 3 percent — the low end of the 


range — Project program management for a $37.5M award would be budgeted at 


approximately $1.13 million per year. AVX's $450,000 combined annual compensation for 


two principals is approximately 40 percent of the low-end industry benchmark. 


Lance Ware – Chief Executive Officer ($250,000 / year): 


• CPCN holder under California Public Utilities Code § 1001 (U-7406-C) with personal 
regulatory liability and continuing service obligations under PUC §§ 451, 709 


• Overall Project accountability to CPUC and federal funding agencies 
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• Strategic direction and stakeholder relations (carrier interconnect negotiations including 
Verizon IRU; SCE joint-use and pole attachment; elected officials including LA County 
Supervisor Hahn, Assemblymember Lowenthal, Senator Strickland, and the Mayor of 
Huntington Beach) 


• Regulatory interface across CPUC, FCC, CCC, CSLC, NMFS, CDFW, USACE, and 
Avalon municipal permitting 


• CPCN holder obligations, Tier 3 HFTD compliance under D.20-07-011, and PUC § 
281(l) reporting 


• Financial oversight, milestone certification, and federal cost-principles compliance under 
2 CFR Part 200 


• Vendor selection and contract negotiation for major Project procurements (marine 
survey, marine permitting, environmental consulting, engineering, materials) 


Comparable benchmarks: NTIA BEAD state broadband office program manager roles 


$180,000–$250,000; telecom project directors for similar-scale infrastructure $200,000–


$280,000; CEO compensation at small competitive local exchange carriers $200,000–


$350,000. 


Julie Ware – Project Manager / Contract Administrator ($200,000 / year): 


• Day-to-day Project management across submarine cable, marine permitting, and 
terrestrial FTTH segments 


• Vendor coordination across HMB Solutions / RTI Solutions (marine permitting and 
submarine engineering), EGS Americas (marine survey), Blue Meridian (CSLC pipeline 
transfer), and the planned terrestrial and equipment vendors 


• Contract administration, vendor agreements, change orders, compliance documentation, 
deliverable acceptance 


• Federal grant reporting — milestone documentation, progress reports, compliance 
certifications for CPUC/FFA, Quarterly Report PR-4127, Construction Progress Reports 


• Financial tracking and Sage Intacct administration, cost tracking by segment, budget 
variance analysis 


• Schedule management — critical path tracking, milestone planning, vendor coordination 
timelines 


• Quality assurance — deliverable review, acceptance testing coordination, punch list 
management 
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Comparable benchmarks: Faithful+Gould / Atkins project managers on infrastructure projects 


$140,000–$200,000; federal grant program managers $130,000–$180,000; construction and 


infrastructure project managers in Southern California $150,000–$200,000. Julie Ware's 


compensation is positioned at the top of these ranges in recognition of the combined scope of 


her role (Project Manager, Contract Administrator, and federal grant compliance lead — roles 


that are commonly held by three separate individuals on projects of this scale), her direct 


federal cost-principles and CPUC reporting expertise, her principal-level accountability 


(rather than contractor-level execution), her project-specific institutional knowledge of 


Catalina's geography, regulatory environment, and stakeholder landscape developed through 


AVX's pre-existing operations, and the continuity-of-personnel value over the Project's 


anticipated 40+ year operational horizon. As set forth above, the combined $450,000 annual 


compensation represents 1.20 percent of total Project value — substantially below the 3-to-8 


percent industry midpoint range for combined executive and project-management oversight 


on comparable federal infrastructure programs. 


Salary information disclosed in this response is provided pursuant to AVX's request for 


confidential treatment under General Order 66-D and is not for public disclosure. 


c.  Provide payroll documents to show hours solely worked on this project. 


AVX Response: 
AVX is substantially a single-Project entity. AVX has de minimis pre-existing operations on 


Catalina Island — specifically, the limited telecommunications service referenced in Item 3.g 


(a dedicated equipment closet at 305 Sumner Avenue with three antennas serving Avalon 


businesses to which AT&T has refused to sell POTS lines), requiring only approximately 4-5 


hours per week of operational activity primarily supported by a part-time technician. These 


limited pre-existing operations are supportive of the FFA Project because they have enabled 


AVX to gain direct familiarity with the geography, local regulations, network conditions, and 


customer needs in Avalon. The CPUC FFA Project — Resolution T-17896 — is the entirety 


of AVX's current substantive operating activity outside of these de minimis pre-existing 


operations. The compensated activities of Lance Ware and Julie Ware under the DEC LLC 


Management Services Agreements are devoted to the Project; the limited pre-existing 


operations referenced above are negligible, if any, and do not warrant a separate cost-


allocation framework. 


Federal cost principles under 2 CFR § 200.430(i) require time-and-effort documentation that 


"reasonably reflect[s] the total activity for which the employee is compensated by the non-
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Federal entity, not exceeding 100 percent of compensated activities." The standard is 


reasonable reflection of total activity, not specific six-minute hourly timesheets. For 


executive and management personnel of a substantially single-Project entity, monthly 


percent-effort certifications supported by activity records (calendar entries, deliverables 


produced, correspondence, meeting logs) satisfy the standard. AVX will provide monthly 


signed percent-effort certifications for Lance Ware and Julie Ware as part of ongoing Project 


documentation. 


AVX further notes that comparable awardees in this program submit fixed-fee monthly 


management billings without hourly time-and-effort documentation and are reimbursed by 


the Commission on that basis. AVX is prepared to discuss the documentation standard the 


Commission is applying and to ensure the standard applied to AVX is consistent with the 


standard applied to comparable awardees. AVX is open to addressing this directly at the 


meeting requested above. 


d.  Provide copies of nepotism and related policies. 


AVX Response: 
AVX has reviewed Item 2.d in the context of the Awardee Administrative Manual, 2 CFR 


Part 200 (to the extent applicable), and the conditions of Resolution T-17896. AVX has not 


identified a specific requirement that closely-held private corporations of AVX's structure 


maintain a standalone written nepotism policy, separate from the conflict-of-interest 


standards under 2 CFR § 200.318(c) (which apply to procurement). AVX respectfully 


requests that the Commission identify the regulatory or statutory provision underlying this 


request, so that AVX can ensure full compliance with the standard the Commission is 


applying. 


In any event, AVX's conflict-of-interest and related-party transaction practices are 


documented across several instruments: (a) the Sole-Source Justification Memorandum dated 


December 18, 2025, which addresses related-party disclosure under California Corporations 


Code § 310; (b) the AVX Board of Directors' Unanimous Written Consent dated December 


18, 2025, which records the Board's § 310 findings; (c) the executed Management Services 


Agreements, which contain explicit related-party disclosure provisions (Section 5); and (d) 


AVX's annually-filed Affiliate Reports under General Order 104-A. AVX's standing Conflict 


of Interest and Nepotism Policy, which formalizes these practices in a single written 


instrument, is provided as Attachment 4. 
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3.  Purchase of a house. The reimbursement request includes the purchase of a house and a link to a 
podcast discussing property acquisition difficulties on Catalina Island. The reimbursement request 
did not include prior approval in accordance with Code of Federal Regulation 200 Section 200.439; 
why a home was purchased; or justification of why the purchase was necessary for the project. AVX 
must: 


Preliminary note: 305 Sumner Avenue is, and is being acquired to formalize and expand its 


current use as, the regional Central Office ("CO") and Network Operations Center ("NOC") 


for the Project. AVX currently operates telecommunications infrastructure at this location 


under arrangement with the current property holder, including a dedicated equipment closet 


with rack, dedicated cooling, dedicated electrical panel, 72-hour battery backup for the 


current load, space for an external generator, and roof rights supporting three antennas 


serving businesses to whom AT&T has refused to sell POTS lines. Acquisition formalizes 


existing operational use, eliminates the need for ongoing lease arrangements with a third 


party that is not a utility, and enables the substantial buildout required for the Project's full 


CO/NOC scope. The property is zoned SC (Special Commercial) under Avalon Municipal 


Code Title 9, Chapter 9-6, Article 3, a designation that permits 'personal and professional 


services' as a principal permitted use under § 9-6.302. The building's current architectural 


style does not control its use under federal real property cost principles or under Avalon's 


zoning code; the controlling consideration is the use to which the property is put. Aesthetic 


compatibility with the surrounding architecture is a feature, not a defect, given Avalon's 


scenic district planning standards that favor visual compatibility for service-business 


facilities sited in mixed-use areas. 


a.  Explain why was a residential property purchased instead of a commercial building. 


AVX Response: 
AVX evaluated commercial alternatives. Avalon has a small and highly constrained 


commercial real estate inventory. No carrier-neutral colocation facility exists on Catalina 


Island. The only existing CO-class facility is operated by AT&T California, which is not a 


viable alternative for the reasons set forth in response to Item 3.j below. Of the commercial 


properties evaluated by AVX, none combined the network-path proximity, structural and 


electrical capacity, harbor-access logistics, zoning compatibility, and price-within-approved-


budget characteristics necessary for the Project's CO requirements. By way of illustration: 


• 303 Crescent Avenue — a 10,150-square-foot commercial retail building in Avalon's 
central commercial district, the closest available commercial alternative to 305 Sumner 
— was independently appraised at $5,850,000 (Alexander Valuation Group, April 24, 
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2026; Attachment 5), or approximately 3.7 times the 305 Sumner acquisition cost. 
Acquisition of 303 Crescent Avenue would not have been financially feasible within the 
Project's approved Real Property line item. 


• 112 Claressa Avenue, Avalon (APN 7480-011-001) — an off-market commercial 
property. The seller's asking price is approximately $1,800,000 or higher. Independent 
appraisal by Alexander Valuation Group established a fair market value substantially 
below the seller's asking price. Proceeding at the asking price would have constituted 
payment materially above appraised fair market value, in conflict with the federal cost-
principles standard for reasonable acquisition costs under 2 CFR § 200.404. 


• AT&T California's existing CO-class facility on Catalina is not available to AVX for the 
reasons discussed in Item 3.j below, including AT&T's pending COLR withdrawal in 
CPUC Docket R.24-06-012 and the facility's demonstrated state of long-term 
disinvestment. AVX further notes that the AT&T facility is itself sited in a structure of 
similar residential-style architecture to 305 Sumner, in keeping with the limited inventory 
of purpose-built CO buildings on Catalina. The AT&T facility prominently displays 
signage advertising legacy DSL services (including a 'Yahoo! DSL' sticker still visible in 
the storefront window) — services AT&T discontinued years ago — providing direct 
physical evidence of the facility's long-term disinvestment and AT&T's reduced 
operational commitment to Catalina even prior to the COLR withdrawal proceeding. 


• Catalina Broadband Solutions, another Catalina telecommunications operator, is itself 
sited in a residential-style structure on Metropole Avenue that includes integrated living 
quarters and a separate residential unit. The prevailing pattern for telecommunications 
operations on Catalina is mixed-use, residential-style siting — not because operators are 
confused about the use, but because the island's commercial building inventory is limited 
and mixed-use siting is the operational norm. Characterizing 305 Sumner as 'a house' 
would equally describe the existing Catalina Broadband Solutions facility and the AT&T 
California CO referenced above. 


305 Sumner is being acquired and converted to expanded CO use because it is the only 


Catalina property AVX evaluated that meets the operational and budgetary requirements of 


the approved Project. Short of a Commission-facilitated transfer of AT&T's existing facility 


— which would itself involve an eminent-domain-like exercise of regulatory authority by the 


Commission in connection with AT&T's pending COLR withdrawal — 305 Sumner is the 


only reasonable acquisition option meeting the Project's CO requirements. The Avalon 
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Municipal Code zoning designation applicable to 305 Sumner expressly permits this use (see 


Item 3.g). 


b.  Provide information about the seller and related purchase documentation. 


AVX Response: 
305 Sumner Avenue is currently held by Estamos Perdidos LLC, a California limited liability 


company of which Lance Ware is the sole member. The acquisition is a related-party 


transaction, properly disclosed and handled consistent with AVX's Conflict of Interest and 


Nepotism Policy. Fair market value was established by an independent appraiser, Jack 


Alexander of Alexander Valuation Group (no relationship to AVX, Estamos Perdidos, the 


City of Avalon, the Santa Catalina Island Company, or any other party with a conflicting 


interest), and the acquisition price equals appraised fair market value with no markup over 


fair market value accruing to the related party. 


AVX is proceeding to close the acquisition of 305 Sumner Avenue and anticipates closing 


within 90 days of the date of this response, or sooner upon funding of AVX's working-capital 


facility (Farmers & Merchants Bank revolving line of credit) currently being finalized. AVX 


respectfully requests that the 305 Sumner acquisition amount be held against the milestone 1 


reimbursement and processed as a Type 2 reimbursement, with recorded deed submitted as 


proof of delivery, upon closing. The executed Purchase and Sale Agreement, related-party 


disclosure, conflict-of-interest analysis, and Alexander Valuation Group appraisal of 305 


Sumner are provided as Attachment 6. 


c.  Explain why was this specific property chosen. 


AVX Response: 
305 Sumner Avenue was selected against documented operational criteria for the Project's 


CO and NOC: 


• Network path. The property is located on the submarine cable route from the proposed 
cable landing through the terrestrial network distribution path. 


• Electrical and structural capacity. The building has the structural capacity for 
OLT/aggregation rack space, battery and DC plant infrastructure, generator and fuel 
storage for 72-hour HFTD-compliant backup power under D.20-07-011, and the 
conditioned space requirements for splice/staging and NOC operations. 
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• Zoning. The property is zoned SC (Special Commercial) under Avalon Municipal Code 
Chapter 9-6, Article 3, which permits 'personal and professional services' as a principal 
use (see Item 3.g). 


• Price within approved budget. The Alexander Valuation Group appraised fair market 
value falls within the Real Property line item of the approved Resolution T-17896 budget. 


• Availability. The property was available for acquisition. The next-most-suitable 
commercial alternative (303 Crescent Avenue) is currently off-market and was not 
financially feasible at $5,850,000 appraised value. 


• Operational continuity. Acquisition (rather than lease) provides operational continuity for 
an anticipated 40+ year operational horizon under CPCN service obligations, and avoids 
the regulatory and operational risks discussed in Item 3.j. 


d.  Explain why was the appraisal cost is higher than neighboring buildings. 


AVX Response: 
AVX understands this question to refer to the appraised value of 305 Sumner relative to 


neighboring residential properties on a per-square-foot or comparable-sales basis. The 


appraised value reflects the property's structural capacity for utility/CO use, proximity to the 


town center, network-path utility, SC zoning entitlements permitting the planned 


telecommunications use, and the absence of viable commercial alternatives in the Catalina 


market — factors that make the property worth more to AVX as a CO acquisition than its 


highest-and-best-use value as a residential property would suggest. The Alexander Valuation 


Group appraisal methodology and comparable analysis are set forth in the appraisal report 


(Attachment 5). 


e.  Explain why the appraisal cost of the property was submitted in the payment request. 


AVX Response: 
The appraisal cost ($2,000, Alexander Valuation Group) is a customary closing cost 


capitalized into the property acquisition cost basis under standard real property accounting 


and federal cost principles. 2 CFR § 200.471 addresses taxes (including property taxes) and is 


read in conjunction with § 200.465 (rental costs) and the general allowability framework 


under §§ 200.402–200.405. Under GAAP and FASB ASC 360, closing costs incurred to 


acquire real property (appraisal, title, escrow, recording fees) are capitalized into the 


acquisition cost basis rather than treated as separate operating expenses. The $2,000 appraisal 


cost is therefore properly included as part of the 305 Sumner acquisition reimbursement, not 


as a separate ineligible expense. 
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f.  Explain how the property comports with Code of Federal Regulations, Section 200.311? 


AVX Response: 
2 CFR § 200.311 governs federal awardees' use, disposition, and reporting requirements for 


real property acquired with federal funds. AVX will hold title to 305 Sumner in compliance 


with § 200.311(b); use the property exclusively for the FFA Project under § 200.311(c)(1) for 


the period during which the property is needed for the originally authorized purposes; and 


comply with the disposition requirements of § 200.311(c)(2) at end of useful life or end of 


Project, including obtaining Commission disposition instructions before any disposition. 


AVX commits to providing the Commission with annual or periodic real property status 


updates as required under § 200.330 and any specific reporting conditions the Commission 


attaches to the award. 


g.  Explain and provide documentation for why SC-special commercial zoning allows for the 
intended use case. 


AVX Response: 
305 Sumner Avenue is zoned SC (Special Commercial) under Avalon Municipal Code Title 


9, Chapter 9-6, Article 3. The SC zone's stated intent under § 9-6.301 is 'to provide an area in 


which both small scale residents and neighborhood retail and services can coexist 


harmoniously.' Section 9-6.302 enumerates the principal permitted uses, which include 


'Personal and professional services.' AVX's intended use of 305 Sumner — a small-scale 


telecommunications central office and network operations facility serving the unserved and 


underserved communities of Catalina Island, with limited staff and consistent with the 


surrounding mixed-use neighborhood character — falls within 'professional services' as a 


principal permitted use under § 9-6.302, and is consistent with the SC zone's stated intent of 


small-scale services coexisting harmoniously with adjacent residential and retail uses. 


Several facts confirm that the SC zoning designation accommodates the intended use: 


• Existing operational use and City business license. AVX presently operates 
telecommunications infrastructure at 305 Sumner, including a dedicated equipment closet 
with rack, dedicated cooling, dedicated electrical panel, 72-hour battery backup for the 
current load, space for an external generator, and roof rights supporting three antennas 
providing service to Avalon businesses to which AT&T has refused to sell POTS lines. 
AVX holds a City of Avalon business license for these operations (License #011081, in 
good standing, valid through December 31, 2026, paid in full, classified by the City under 
SER (service business)). The City's issuance and renewal of this license — including the 
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zoning compliance review the City conducts as part of business-license issuance — is 
affirmative City-level confirmation that AVX's telecommunications service operations at 
the underlying physical premises are permitted. (The license certificate displays AVX's 
mailing address as P.O. Box 172, the universal Avalon mailing convention given USPS 
does not provide street-level delivery on Catalina; the City's underlying license 
application records the physical situs separately.) The current telecommunications 
operations have been conducted at the property under the SC zoning designation without 
zoning conflict. 


• Conventional siting practice for Catalina telecommunications operators. 
Telecommunications central offices on Catalina Island, including the AT&T California 
CO and the Catalina Broadband Solutions facility, are sited in commercial-zone 
properties of mixed-use character consistent with the limited inventory of purpose-built 
CO facilities on the island. The conventional siting pattern reflects how telecom 
infrastructure has been accommodated within Avalon's commercial zoning framework 
over decades — through ordinary zoning permission for professional-services uses, 
nonconforming-use protections where applicable, and Conditional Use Permits where 
required. AVX's siting at 305 Sumner reflects this conventional practice. 


• Avalon scenic district aesthetic standards. Avalon's planning standards favor visual 
compatibility with surrounding architecture for utility and telecommunications facilities 
sited in mixed-use and scenic-district areas. 305 Sumner's existing architectural character 
serves rather than works against the City's aesthetic-compatibility expectations — 
concealment and visual harmony with the surrounding neighborhood are commonly 
required features of telecommunications facilities in scenic districts, not disqualifying 
features. 


• Operational access advantage. 305 Sumner is among the few commercial properties in 
central Avalon with rear vehicle access and on-site rear parking, providing operational 
advantages for equipment delivery, technician staging, materials movement, and 
generator refueling without traversing Avalon's most congested street frontages or relying 
on the narrow alleys characteristic of most central Avalon commercial inventory. 


• Historical commercial use. 305 Sumner has been used historically for commercial 
business purposes (most recently as a hairdresser business), supporting the SC zoning 
designation's longstanding application to the property and confirming the property's 
compatibility with non-residential commercial use. 


AVX is prepared to seek a Conditional Use Permit under Avalon Municipal Code § 9-6.303 


to the extent the City Planning Department determines a CUP is required for the planned 
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expansion of operations at 305 Sumner. AVX's existing operations have been conducted 


under the SC zoning designation without zoning conflict to date, however, indicating the 


current use is consistent with the principal-use framework. 


As a backstop to the foregoing zoning analysis, AVX notes that AVX, as a CPCN-holding 


telephone corporation under California Public Utilities Code § 1001, holds statutory rights 


under California Public Utilities Code § 7901 to install and maintain telephone lines and 


associated infrastructure. Federal Telecommunications Act § 253 (47 U.S.C. § 253) further 


preempts state and local legal requirements that 'prohibit or have the effect of prohibiting the 


ability of any entity to provide any interstate or intrastate telecommunications service.' These 


statutory and federal preemption protections operate as a floor against local zoning actions 


that would prevent telecommunications deployment, but are unnecessary in the present 


circumstance because AVX's intended use is permitted under the SC zone's principal-use 


framework as set forth above. 


Documentation of the SC zoning designation for 305 Sumner Avenue, together with the 


applicable Avalon Municipal Code provisions (Chapter 9-6, Article 3) and a copy of AVX's 


City of Avalon business license #011081, is provided as Attachment 7. 


h.  Provide architectural drawing(s) and construction cost estimates for how the building will be 
converted and utilized. 


AVX Response: 
AVX provides as Attachment 8 a preliminary functional space allocation and Rough Order of 


Magnitude cost estimate for the planned conversion of 305 Sumner to a consolidated Central 


Office and Network Operations Center. AVX has selected a 2-story mixed-use configuration: 


Floor 1 as the ISP / fiber distribution hub (submarine cable termination, equipment / rack 


area, MDF / IDF secure room, mechanical / electrical room, materials storage); Floor 2 as 


office and attached employee housing (NOC workspace, splice / OTDR staging, technician 


workspace, private office, 1-bedroom attached employee unit); rooftop solar array tied to 


building power; and rooftop or subfloor backup generator installation providing HFTD-


compliant 72-hour backup power. AVX currently leases parking spaces at an adjacent parcel 


and is pursuing acquisition of the adjacent parking lot to support vehicle staging and rear-


access operations; if the parking acquisition does not close, AVX will continue current leased 


access and adjacent on-street parking. The ROM cost estimate falls within AVX's internal 


grant budget estimate for the Building Construction & Outfitting and Site Design components 


of the Project; AVX is intentionally presenting the estimate as a range pending refinement 
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(see Attachment 8). AVX's general contractor is scheduled to visit Catalina in the near term 


to develop a refined pre-construction estimate following site walk and schematic design 


coordination; AVX will supplement Attachment 8 with the refined contractor estimate 


following the site visit. Detailed architectural and engineering drawings will be developed as 


part of the Construction Phase and submitted to the Commission as Construction Progress 


Report exhibits at the milestones contemplated by the Awardee Administrative Manual. 


i.  Provide cost analysis for why a brick and mortar central office will be more cost effective than 
a remote optical line terminal. 


AVX Response: 
AVX respectfully clarifies the architectural framing of this question. The Project's submarine 


cable from Huntington Beach to Catalina Island must terminate in a conditioned indoor 


facility of CO class — there is no architecture that can serve 1,127 unserved locations on 


Catalina from remote OLTs alone, because the submarine cable termination function itself 


requires a centralized facility. The question is therefore not 'CO versus remote-OLT-only.' 


The question is 'consolidated CO at 305 Sumner versus a minimal cable-landing facility 


paired with distributed remote OLTs across the island.' On a cost basis, on an operational 


basis, and on a regulatory compliance basis, the consolidated CO architecture is the more 


cost-effective and lower-risk approach. The detailed analysis is set forth below. 


Cost comparison — acquisition versus long-term lease alternative: 


• 305 Sumner Avenue acquisition cost: $1,585,000 (appraised fair market value, Alexander 
Valuation Group; Attachment 6). AVX holds title to the property at the end of the 
Project's anticipated 40+ year operational horizon, with residual real property asset value 
at that time. The acquisition cost is one-time and non-escalating. 


• 305 Sumner Avenue conversion and outfitting cost: AVX's internal Rough Order of 
Magnitude estimate for conversion and outfitting falls within AVX's grant budget 
estimate for the Building Construction & Outfitting and Site Design components of the 
Project. The ROM estimate is preliminary and presented as a range in Attachment 8 
pending refinement; AVX's general contractor is scheduled to visit Catalina in the near 
term to develop a refined pre-construction estimate. 


• Total CO investment (acquisition plus ROM conversion estimate): the combined 
acquisition cost and conversion ROM are within AVX's grant budget envelope for the 
corresponding line items, with AVX retaining title to the real property asset at end of 
horizon and conversion improvements amortizing over the Project's operational life. 
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• Lease alternative — considered and rejected on the merits: AVX identified and 
considered a specific long-term commercial lease option on Catalina Island starting at 
approximately $5,000 per month with contractual escalators, available (as of AVX's 
evaluation; current availability has not been re-confirmed) through the dominant 
commercial real estate holder on the island. AVX provides documentation of the 
considered lease alternative as part of Attachment 8. Over the Project's anticipated 40+ 
year operational horizon, this lease would result in base rent payments approximately 
$2,400,000 before escalation and substantially more after — already approximately 50 
percent above the 305 Sumner acquisition cost, with no asset retained at end of term. 
AVX would still bear the full conversion and outfitting investment under either path 
because conditioned indoor CO space requires the same outfitting in either case; lessor-
imposed restrictions on tenant buildout for telecommunications use would typically limit 
improvements without offsetting cost. More fundamentally, the lessor in question has a 
documented historical pattern of using lease structures to foreclose, evict, and otherwise 
displace tenants when commercially advantageous to the lessor — a pattern publicly 
described in the same source the May 8 letter quoted (the Jenny Armstrong oral history). 
Subjecting a federally funded $37.5 million submarine fiber broadband infrastructure 
project — for which the cable landing infrastructure cannot be relocated and on which 
AVX has continuous CPCN service obligations to 1,127 unserved locations — to that 
lessor risk profile is not consistent with sound stewardship of federal funds. 


• Structural lease risk specific to this Project — submarine cable landings are immovable. 
Once AVX deploys the submarine cable from Huntington Beach to Catalina and 
establishes the cable-landing infrastructure, the location of the cable termination cannot 
practically be relocated. Even a long initial lease term creates substantial lessor leverage 
at first renewal: AVX's sunk submarine-cable and CO buildout investment is captive to 
the property location, and a lessor at renewal can extract economic rents that AVX has no 
practical ability to refuse without abandoning the cable termination point. Acquisition 
eliminates this structural lessor leverage entirely. For a $37.5 million federally funded 
broadband infrastructure project on which AVX has continuous CPCN service 
obligations and on which submarine cable infrastructure cannot be relocated, exposing 
the Project to lessor renewal-leverage risk at year 30 or year 40 — when AVX has no 
practical alternative but to accept the lessor's terms — is not consistent with sound 
stewardship of federal funds. 


• Net financial result: Acquisition at $1,585,000 with retained title to a $1,585,000-plus 
appraised asset is materially less expensive than the identified lease alternative on both 
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nominal cost basis (base rent payments substantially in excess of acquisition cost) and 
total-cost-of-ownership basis over the Project's anticipated 40+ year operational horizon, 
even before accounting for the substantial commercial-real-estate-market constraints and 
structural lessor-leverage risk described above. The conversion and outfitting investment 
is comparable under either path. 


• Commission-direction option: If the Commission has a strong preference for AVX to 
pursue a long-term lease arrangement rather than acquisition, AVX is prepared to engage 
further with available lease alternatives, subject to the structural constraints and lessor-
risk considerations described above. AVX's analysis to date is that acquisition is 
materially more cost-effective and substantially lower-risk over the Project's operational 
horizon, and AVX respectfully requests the Commission's concurrence in proceeding 
with the 305 Sumner acquisition as planned. 


Avalon commercial real estate market structural constraints: 


• Avalon's commercial real estate market is among the most structurally constrained in 
California. Approximately 88% of Catalina Island's land mass is controlled by the Santa 
Catalina Island Conservancy and the Santa Catalina Island Company (SCICO / Wrigley 
family entities). Of the remaining commercial real estate in Avalon proper, the substantial 
majority is owned or controlled by SCICO or affiliated Wrigley-family entities, which 
are not in the business of leasing space to telecommunications utility tenants on long-
horizon terms. The extent of SCICO control over Avalon's institutional real estate is 
illustrated by the fact that Los Angeles County leases the Avalon Courthouse, the Los 
Angeles County Sheriff substation, and the Avalon Library from SCICO; the United 
States Postal Service leases its Avalon facility from SCICO. Essential public facilities 
operate from leased SCICO premises rather than from publicly owned real estate. 


• Of the non-SCICO commercial inventory in Avalon, the substantial majority is 
configured for hospitality and retail use (hotels, restaurants, storefront retail), not for the 
structural, electrical, environmental, and access requirements of a telecommunications 
central office and network operations facility. 


• AVX evaluated the alternatives discussed in Item 3.a (including 303 Crescent Avenue 
and other commercial parcels) and confirmed that no commercially viable lease 
alternative exists at terms within the Project's approved Real Property line item. 


Open-access middle mile requirements: 


• Resolution T-17896 requires AVX's Project to provide open-access middle mile service 
to enable third-party ISPs to interconnect with AVX's fiber for last-mile service to end 
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users. Open-access middle mile requires a carrier-neutral meet-me facility with sufficient 
floor space, rack capacity, conditioned environment, power, security, and 24/7 access 
protocols for multiple third-party operators to install and operate their own equipment 
alongside AVX's. 


• A remote-OLT-only or minimal-cable-landing architecture cannot satisfy the open-access 
middle mile requirement. Multiple third-party ISPs cannot practically interconnect at a 
hardened pole-mounted cabinet or at a tsunami-exposed shoreline cable-landing shack. A 
central, accessible, conditioned facility in urban Avalon is required for ISPs to practically 
site interconnection equipment and personnel. 


• A remote-OLT-only architecture would also force each third-party ISP to obtain 
individual easements on private SCICO/Conservancy land for cable-landing-adjacent 
infrastructure — a procurement and regulatory burden that effectively forecloses open-
access participation by smaller ISPs and concentrates middle-mile access into a single 
dominant provider, undermining the open-access policy goal. 


Hazard exposure, climate, and infrastructure protection considerations: 


• Tsunami inundation. Cable landing sites on Catalina (Empire Landing, Pebbly Beach) are 
at sea level and within mapped tsunami inundation zones. Locating the Project's optical 
termination, network operations, and core switching equipment at the cable landing 
would place the entire Project's critical optical infrastructure at sea level in a tsunami-
exposed location. A consolidated CO at 305 Sumner Avenue at higher elevation in 
central Avalon provides materially better protection against tsunami inundation. 


• Climate change and sea-level rise. The Project's anticipated 40+ year operational horizon 
coincides with sea-level rise projections of substantial magnitude under California 
Coastal Commission guidance. Infrastructure sited at the cable landings is exposed to 
long-horizon sea-level rise, coastal storm surge intensification, and saltwater inundation 
in ways infrastructure at 305 Sumner's higher elevation is not. Federal investment in 
critical communications infrastructure should be sited where the asset is reasonably 
protected over its operational life. 


• Tier 3 HFTD requirements under D.20-07-011 and D.21-02-029 require 72-hour backup 
power for telecommunications infrastructure. A consolidated CO at 305 Sumner permits 
a single conditioned facility with integrated battery and generator backup serving all 
1,127 locations; a remote-OLT-only architecture would require distributed hardened 
backup-power systems at each OLT site, with associated permitting, security, fuel-
supply, and maintenance burdens at each location. 
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Co-location alternatives considered: 


• Southern California Edison ('SCE') space at the SCE Avalon service area was considered 
as a co-location alternative. SCE's Avalon facility is an active utility yard located in 
Avalon's only industrial-zoned area. SCE operates active electrical generation on-site, a 
desalination plant producing fresh water for commercial sale to the City and other island 
users, and gas distribution and storage operations, in addition to substantial underground 
utility infrastructure, transformer banks, and continuous SCE crew operations. SCE's 
facility is not configured to accommodate a third-party telecommunications central 
office, the site presents elevated co-location risk given the multiple active utility 
operations sharing the parcel, and SCE has not offered co-location terms that would 
accommodate the Project's structural, electrical, environmental, and access requirements 
over an anticipated 40+ year operational horizon. The SCE co-location alternative is not 
viable for the Project's CO function. 


• AT&T California's existing CO at 135 Whittley Avenue is the only other CO-class 
facility on the island. As described in Item 3.j, leasing into the AT&T facility during 
AT&T's active COLR withdrawal proceeding would create unacceptable regulatory and 
operational concentration risk. 


Operational functions a remote OLT cannot perform that require the consolidated CO 


regardless of remote-OLT deployment: 


• Submarine cable termination and associated optical equipment for the Huntington Beach–
Catalina submarine fiber system, requiring conditioned indoor space, structured cable 
management, and HFTD-compliant backup power. 


• Core routing, aggregation, and carrier-neutral meet-me interconnection — the open-
access middle mile function — which requires equipment density, rack space, and 
conditioned environment that exceed what a hardened remote-OLT cabinet provides. 


• Network Operations Center monitoring workspace and personnel space, including 
technician workspace, splice and OTDR staging, and emergency-response personnel 
staging during Public Safety Power Shutoff (PSPS) events and active wildfire response. 


• Materials, spares, and tools storage to enable rapid fault response in an environment with 
no overnight mainland freight and no commercial telecommunications-supply vendor on 
the island. 
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• Vehicle staging and access for the Project's fleet, including the rear-access parking at 305 
Sumner that supports equipment delivery, technician dispatch, and on-island materials 
movement. 


Project architecture and continuing engineering analysis. AVX's current design intent is a 


consolidated Central Office at 305 Sumner serving the full FTTH service area on Catalina 


from a single facility. AVX is continuing detailed optical-budget analysis to confirm whether 


one supplemental remote OLT is required toward the West End service area (potentially at 


Catalina Airport or another West End infrastructure site); if deployed, the supplemental OLT 


operates as an extension of the consolidated CO architecture, not as a substitute. A summary 


engineering analysis comparing the consolidated CO architecture against alternative 


configurations, including the cost, regulatory compliance, open-access middle mile, hazard 


exposure, and operational analyses above, will be provided as part of the engineering 


deliverables submitted with subsequent Construction Progress Reports per the program 


timeline. 


j.  Explain what efforts were made to explore leasing office/commercial space for the duration of 
the project and why this was not done instead of purchasing a residential property? 


AVX Response: 
AVX evaluated leasing as an alternative to acquisition and determined that no viable leased 


alternative exists on Catalina Island for the CO and NOC functions required by the Project. 


The relevant facts: 


• No carrier-neutral colocation facility exists on Catalina Island. There is no commercial 
telecommunications facility available for lease that provides the cable termination, 
OLT/aggregation, conditioned space, 72-hour backup power, and carrier-neutral 
interconnection required by the Project. 


• The only existing CO-class facility on the island is operated by AT&T California. AT&T 
has filed for withdrawal of its carrier-of-last-resort obligations in CPUC Docket R.24-06-
012 — a proceeding in which AVX is a participant. The AT&T facility shows substantial 
physical evidence of long-term disinvestment, including legacy DSL-era signage and 
limited maintenance. The facility does not meet AVX's engineering requirements for 
cable-landing termination, OLT density, or 72-hour HFTD-compliant backup power. 
Leasing into an AT&T facility on Catalina during AT&T's active COLR withdrawal 
proceeding would create unacceptable regulatory and operational concentration risk for 
the Project's anticipated 40+ year operational horizon under a $37.5 million federal 
award. 
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• AVX initiated direct discussions with AT&T regarding asset transfer or facility lease as 
part of the COLR withdrawal process and in parallel through bilateral discussions. AT&T 
accepted one initial call and declined further substantive engagement. 


• The other telecommunications operators with island presence operate from smaller 
facilities engineered for their existing service profiles. None of these providers operates a 
carrier-neutral CO, and none has a legal obligation to permit collocation. All are entities 
whose existing service AVX's Project will substantially displace, making them 
implausible landlords for the Project's CO. 


• AVX also considered short-term commercial lease alternatives in Avalon's general 
commercial inventory. No conditioned commercial space of suitable size, electrical 
capacity, structural capacity, or zoning compatibility is available for lease on the Project's 
anticipated 40+ year operational horizon at terms within the approved budget. 


Acquisition of 305 Sumner Avenue (commercially zoned, commercially used, with 


operational continuity from AVX's existing operations at the site) was selected over leasing 


because no viable lease alternative exists on the merits. The 303 Crescent Avenue 


commercial alternative discussed in Item 3.a illustrates the constraint: even the closest 


comparable commercial property in Avalon is not financially feasible at the appraised 


$5,850,000 — and would be available only for acquisition, not lease, in any event. 


 


4.  Administrative Costs. AVX Networks submitted various expenses under administrative costs but 
did not provide sufficient documentation or explanation. AVX Networks must: 


a.  Provide an explanation for "Model Development" for the Wolf Advisory invoice. 


AVX Response: 
Wolf Advisory's "Model Development" work consisted of financial modeling support, 


including pro forma development, service-area economics modeling, capital-expenditure 


modeling, and the financial analysis underlying the Project's funding structure. AVX has 


reviewed the Wolf Advisory engagement in light of the documentation framework set forth in 


the Commission's January 2026 guidance and the timing of the underlying work. AVX is 


removing the $10,000 Wolf Advisory invoice from the April 19, 2026 reimbursement request 


as a documentation matter. AVX anticipates engaging Wolf Advisory for forward-looking 


CFO function work supporting the Project's working-capital facility (Farmers & Merchants 


Bank line of credit underwriting), audit preparation under 2 CFR § 200.501, and ongoing 
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financial reporting, and will submit those costs at subsequent milestones with Type 1 


documentation appropriate to the post-award engagement scope. 


b.  Provide a contract, a description of work completed, and record of hours worked for the Wolf 
Advisory invoice that demonstrates the work conducted was solely for the Digital Equity Project. 


AVX Response: 
The Wolf Advisory invoice has been removed from this milestone request per the response to 


Item 4.a. Contract, work product, and supporting documentation for the forward-looking 


Wolf Advisory engagement supporting the LOC, audit preparation, and ongoing financial 


reporting will accompany the relevant subsequent milestone request. 


c.  Provide a contract that demonstrates that the iCommLaw invoice is solely for services 
rendered for the Digital Equity project. 


AVX Response: 
Attached as Attachment 9 is the Addendum to Attorney-Client Engagement Letter executed 


between AVX Networks and iCommLaw dated December 18, 2025, identifying the scope of 


the firm's representation of AVX in connection with the FFA award. While iCommLaw was 


already representing AVX on regulatory matters prior to the FFA award, the firm set up a 


separate matter to bill fees and expenses solely for work related to the FFA Project. The 


scope of that work is predominantly related to obtaining a right-of-way agreement with the 


City of Avalon, permitting issues, regulatory issues, and environmental review for the 


Project. The iCommLaw invoice reflected in the April 19, 2026 reimbursement request 


reflects billing on the separate FFA matter beginning December 18, 2025 (the date the 


Commission approved the FFA award); non-Project iCommLaw work (general U-7406-C 


regulatory compliance, the COLR proceeding except to the extent specific to the Project, and 


other matters) is separately billed and is not included in the reimbursement request. 


d.  Provide a labor contract, a record for hours worked, proof of payment, and an explanation of 
work conducted, and how it is an allowable expense for the Kanatsiz Communications, Inc. 
invoice. 


AVX Response: 
Kanatsiz Communications, Inc. provides Project-related community engagement, stakeholder 


outreach, NIMBY response and management, and Project communications services to AVX 


under an executed services agreement at a fixed monthly fee of $5,000. Kanatsiz 


Communications, Inc. operates on a fixed-fee monthly retainer; it is not an hourly 


engagement, consistent with the structure under which comparable awardees in this program 
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engage community-engagement and outreach vendors. The scope of work includes: ongoing 


stakeholder communications and community engagement related to the Project rollout on 


Catalina Island; coordination of NIMBY response on issues raised by community members 


regarding cable landing, central office, and OSP construction; media engagement and Project 


communications, including news placements and trade-press coverage of the Project; 


preparation of Project communications materials for elected officials, community 


organizations, and the public; and Project rollout messaging. The work product is Project-


specific and supports the public engagement and stakeholder coordination obligations the 


Project's CPUC and CEQA processes contemplate. Ongoing Kanatsiz work under this 


engagement is anticipated through the remainder of the Project construction period. 


The Kanatsiz Communications services agreement, the proof of payment for the milestone 


invoice (paid invoice and bank confirmation), and a representative sample of work product 


including the Project-related press release referenced in the original submission and recent 


media coverage of the Project are provided as Attachment 10. AVX welcomes the 


opportunity to walk Communications Division staff through the additional Kanatsiz work 


product, including the NIMBY response coordination file and the ongoing media coverage 


report, at staff's convenience. AVX further notes that fixed-fee monthly engagement is the 


standard structure for community engagement and outreach work, and is the structure used by 


comparable awardees in this program for similar services. AVX is providing Type 1 proof-of-


payment documentation for the Kanatsiz invoice under the Commission's January 2026 


guidance. 


5.  Engineering. AVX Networks submitted various invoices for engineering expenses but did not 
provide sufficient explanation or documentation. AVX Networks must: 


a.  Provide a contract, an explanation of services rendered, and hours work for the HMB 
Solutions invoices. 


AVX Response: 
HMB Solutions (an affiliate of RTI Solutions, Inc., principal Chris Brungardt) provides 


marine engineering and permit-coordination services to AVX under an executed Master 


Services Agreement and project-specific Work Order. Scope of services includes: marine 


survey supervision and oversight of the EGS Americas survey vessel; marine permit 


coordination across CPUC, California Coastal Commission, California State Lands 


Commission, U.S. Army Corps of Engineers, NOAA NMFS, CDFW, and other agencies; 


submarine route engineering review; marine contractor management; CEQA and NEPA 
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environmental compliance lead with CPUC as lead agency; and Project schedule and 


milestone integration. These services are direct Project costs under federal cost principles, 


properly categorized as Construction Management and Technical Services. 


The two HMB Solutions invoices reflected in the April 19, 2026 reimbursement request 


(HMB-S AVX 01, Project Manager – Sub Sea Portion, $96,666.67; and HMB-S AVX 02, 


Route Position Support & Cable Engineering, $45,787.50) cover services delivered through 


the invoice dates. AVX submits the HMB Solutions invoices supported by Type 2 


documentation pursuant to the Commission's January 2026 Guidance on Supporting 


Documentation for Reimbursement Requests, which provides for reimbursement based on 


documentation demonstrating that services were provided or completed where awardees have 


difficulty submitting proof of payment at the time of the request. AVX provides as 


Attachment 11: (i) the HMB Solutions / RTI Solutions Master Services Agreement and Work 


Order; (ii) the HMB Solutions invoices; (iii) a signed Contract Acknowledgement letter from 


HMB Solutions confirming that the invoices reflect work performed and do not include 


advance payments or deposits, together with a table of progress and production accomplished 


and described corresponding to the invoiced services; and (iv) HMB's activity records for the 


invoiced periods. AVX welcomes the opportunity to walk Communications Division staff 


through HMB's underlying work product, including the marine permit coordination file, the 


submarine route engineering deliverables, and the CEQA/NEPA compliance materials, at 


staff's convenience. 


AVX respectfully requests reimbursement under the Type 2 documentation framework so 


that AVX can keep its vendors paid through the active phase of the Project and maintain the 


Project's deployment schedule. If the Commission determines that Type 2 reimbursement is 


not available for the HMB invoices, AVX would pay HMB upon funding of its working-


capital facility (Farmers & Merchants Bank revolving line of credit) currently being finalized, 


and would submit Type 1 proof-of-payment documentation at that time. AVX's primary 


request, however, is Type 2 reimbursement now, consistent with the Commission's January 


2026 guidance and consistent with the supportive engagement AVX received from 


Communications Division analyst staff prior to the May 8 letter regarding contracted work in 


active progress. 


b.  Provide proof of payment for the EGS invoice. This program does not reimburse for advance 
payments or deposits. 


AVX Response: 
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AVX respectfully clarifies the character of the EGS Americas, Inc. amount reflected in the 


reimbursement request. The $705,000 does not represent an advance payment or deposit. It 


reflects EGS Americas' charges under the executed Master Services Agreement and Work 


Order, structured as four Billing Milestones: BM1 — 30% upon contract signature 


($211,500); BM2 — 60% upon completion of Bold Explorer offshore survey field operations 


($423,000); BM3 — 5% upon completion of draft offshore survey data deliverables and 


reporting ($35,250); and BM4 — 5% upon completion of final offshore survey data 


deliverables and reporting ($35,250). EGS has delivered substantially all of the work product 


corresponding to all four Billing Milestones to AVX, including the desktop study, the marine 


survey legs along the San Pedro Channel route between Huntington Beach and Catalina 


Island that EGS performed aboard the R/V Bold Explorer and supporting platforms, and the 


offshore survey data deliverables and reporting. EGS has issued invoices for each of the four 


Billing Milestones, and AVX submits the full $705,000 for Type 2 reimbursement under the 


Commission's January 2026 guidance. 


The Commission's January 2026 Guidance on Supporting Documentation for Reimbursement 


Requests expressly contemplates a Type 2 "Documentation Demonstrating Expenses 


Incurred" pathway for awardees who are unable to submit proof of payment at the time of a 


reimbursement request. The Type 2 pathway allows reimbursement based on documentation 


showing that services have been provided or completed, including signed vendor 


confirmation that the invoiced services have been delivered, timesheets or work reports, and 


access records, usage reports, or similar confirming documentation. Type 2 documentation is 


the documentation framework AVX is providing in support of the EGS invoice. 


AVX provides as Attachment 12 the EGS Americas Master Services Agreement and the four 


signed EGS Americas invoices totaling $705,000 (Invoice 550 — BM1 contract signature, 


$211,500; Invoice 551 — BM2 offshore survey operations, $423,000; Invoice 552 — BM3 


draft reporting, $35,250; and Invoice 553 — BM4 final reporting, $35,250). The invoices are 


signed and authorized by EGS Americas, identify the Billing Milestones to which they relate, 


and reflect work performed under the contract's milestone schedule. The project-specific 


Work Order is on file with the Communications Division from AVX's April 19, 2026 


milestone submission. AVX welcomes the opportunity to walk Communications Division 


staff through EGS's underlying work product, including the marine survey data deliverables, 


the route alignment outputs, and the desktop study findings, at staff's convenience. 
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AVX respectfully requests reimbursement under the Type 2 documentation framework so 


that AVX can keep its vendors paid through the active phase of the Project and maintain the 


Project's deployment schedule. If the Commission determines that Type 2 reimbursement is 


not available for these invoices, AVX would pay EGS upon funding of its working-capital 


facility (Farmers & Merchants Bank revolving line of credit) currently being finalized, and 


would submit Type 1 proof-of-payment documentation at that time. AVX's primary request, 


however, is Type 2 reimbursement now, consistent with the Commission's January 2026 


guidance and consistent with the supportive engagement AVX received from 


Communications Division analyst staff prior to the May 8 letter regarding contracted work in 


active progress. 


c.  Provide proof of payment for the Blue Meridian invoice. 


AVX Response: 
The Blue Meridian Solutions invoice ($2,850) covers engineering research delivered to AVX 


in support of the planned transfer of an idle DCOR oil and gas pipeline asset to AVX for 


reuse as a submarine cable conduit. The research deliverable identifies the regulatory 


pathway under California State Lands Commission (CSLC) procedures for the asset transfer 


and provides the engineering basis for a documented Project cost reduction of approximately 


$1 million to $3 million in horizontal directional drilling (HDD) costs that would otherwise 


be required to land the submarine cable. The research has been delivered: AVX has a CSLC 


call scheduled this week as a direct result of Blue Meridian's research deliverable, addressing 


the next steps in the asset-transfer regulatory pathway. Blue Meridian's work is documented 


Project-value engineering that the Commission's funding framework should reward, not 


penalize. 


AVX submits the Blue Meridian invoice supported by Type 2 documentation pursuant to the 


Commission's January 2026 Guidance on Supporting Documentation for Reimbursement 


Requests. AVX provides as Attachment 13: (i) the Blue Meridian Solutions services 


agreement; (ii) the Blue Meridian invoice; (iii) the research deliverable identifying the CSLC 


regulatory pathway and the projected HDD cost avoidance; and (iv) correspondence 


confirming the CSLC engagement scheduled this week as the direct downstream consequence 


of the research delivered. AVX welcomes the opportunity to walk Communications Division 


staff through Blue Meridian's underlying research deliverable at staff's convenience. 


AVX respectfully requests reimbursement of the Blue Meridian invoice under the Type 2 


documentation framework. If the Commission determines Type 2 reimbursement is not 
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available, AVX would pay Blue Meridian upon funding of its working-capital facility 


currently being finalized, and would submit Type 1 proof-of-payment documentation at that 


time. 


CLOSING 


AVX is providing this response under request for confidential treatment of personnel information, salary 


information, vendor pricing, and other commercially sensitive information, pursuant to General Order 66-


D, California Public Records Act Government Code § 7927.705, and the trade-secrets privilege under 


California Evidence Code § 1060 et seq. A separate Declaration of Confidentiality is provided as 


Attachment 1. 


The reimbursement request reflects services delivered to AVX and goods received by AVX in support of 


the Project. AVX has provided documentation for each line item consistent with the Commission's 


January 2026 Guidance on Supporting Documentation for Reimbursement Requests — Type 1 (proof of 


payment) where vendors have been paid in full, and Type 2 (documentation demonstrating expenses 


incurred) where vendor payment is pending finalization of AVX's working-capital facility. The single 


item adjusted from the original submission — the Wolf Advisory invoice — has been removed for 


documentation reasons described in Item 4.a and will be re-submitted at a subsequent milestone with 


appropriate Type 1 documentation in a forward-looking scope. AVX welcomes the opportunity to walk 


Communications Division staff through the underlying work product for any vendor engagement where 


additional context would be useful, and reiterates the standing offer of a Catalina site visit. 


AVX respectfully requests: 


1. That Communications Division staff lift the May 1, 2026 stop-work directive at the earliest 


opportunity following review of this submission, so that AVX may resume Project work on the 


schedule contemplated by Resolution T-17896 and the federal CPF expenditure timeline; 


2. That Communications Division staff confirm any remaining documentation requirements in 


writing, with citation to the specific manual section, guidance document, or regulatory provision 


applicable to each item, so that AVX may respond efficiently; 


3. That Communications Division staff schedule a meeting with AVX and counsel — by phone, 


video, or in person — to walk through the supplemental documentation and resolve any 


remaining items; 
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4. That AVX's standing invitation to Communications Division staff for a Catalina site visit be 


accepted at staff's earliest convenience; and 


5. That subsequent milestone reimbursement requests submitted by AVX receive treatment 


consistent with the 5% milestone framework applied to comparable awardees under recent 


Communications Division precedent. 


If you should have any questions regarding these responses or wish to schedule the meeting requested 


above, please contact me directly or counsel of record for AVX, Anita Taff-Rice of iCommLaw 


(anita@icommlaw.com; (415) 699-7885). AVX appreciates the Commission's review and looks forward 


to recommencing work on this important digital equity Project. 


Respectfully submitted, 


 


__________________________________ 
Lance Ware 
Chief Executive Officer 
AVX Networks, Inc. 
CPUC Certificate U-7406-C 


cc:  


Michael J. Minkus, CPUC Communications Division 


Lea Haro, CPUC Communications Division 


Grace Rosanova, CPUC Communications Division 


Anita Taff-Rice, iCommLaw (Counsel for AVX Networks) 
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ATTACHMENTS 


The following attachments are submitted in support of this response. Attachments containing personnel 


information, salary information, vendor pricing, or other commercially sensitive information are 


designated CONFIDENTIAL under General Order 66-D. 


Attachment 1 — Declaration of Confidentiality (GO 66-D) 


Attachment 2 — DEC LLC Master Services Agreements: DEC-AVX-MSA-001 (Lance Ware — 
Executive Management and Grant Development) and DEC-AVX-MSA-002 (Julie Ware — 
Program Administration & Grant Compliance) (CONFIDENTIAL) 


Attachment 3 — AVX Networks Conflict of Interest and Nepotism Policy 


Attachment 4 — AVX Board Unanimous Written Consent Authorizing DEC LLC Management 
Services Agreement (December 18, 2025; with related-party disclosure and findings under 
California Corporations Code § 310); DEC Sole-Source Justification Memorandum (December 
18, 2025) (CONFIDENTIAL) 


Attachment 5 — Alexander Valuation Group Appraisal — 303 Crescent Avenue, Avalon 
(alternatives-analysis reference) 


Attachment 6 — Alexander Valuation Group Appraisal — 305 Sumner Avenue; Executed Purchase 
and Sale Agreement; Related-Party Disclosure and Conflict-of-Interest Analysis 
(CONFIDENTIAL) 


Attachment 7 — City of Avalon Zoning Documentation for 305 Sumner Avenue (SC — Special 
Commercial); Avalon Municipal Code Chapter 9-6 Article 3 (Special 'C' Zone) Provisions; City 
of Avalon Business License #011081 issued to AVX Networks 


Attachment 8 — 305 Sumner Conversion — Preliminary Functional Space Allocation and Rough 
Order of Magnitude Cost Estimate (2-Story Mixed-Use Configuration; refined contractor pre-
construction estimate to follow after Catalina site visit), together with SCICO Industrial Complex 
lease alternative site plan (lease alternative considered and rejected on the merits per Item 3.i) 
(CONFIDENTIAL) 


Attachment 9 — iCommLaw Addendum to Attorney-Client Engagement Letter (December 18, 
2025) (CONFIDENTIAL) 


Attachment 10 — Kanatsiz Communications Services Agreement, Work Product, and Proof of 
Payment 


Attachment 11 — HMB Solutions Master Services Agreement, Work Order, Invoices, Activity 
Records, and Contract Acknowledgement Letter (Type 2 Documentation) 
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Attachment 12 — EGS Americas Master Services Agreement and Signed Invoices for Billing 
Milestones BM1 through BM4 totaling $705,000 (Work Order on file with Communications 
Division from April 19, 2026 milestone submission) (Type 2) 


Attachment 13 — Blue Meridian Solutions Services Agreement, Invoice, Research Deliverable, and 
CSLC Engagement Correspondence (Type 2) 


Attachment 14 — Ford Finance — Fleet Vehicle Acquisition Documentation: Purchase Invoice, 
Deposit Wire Transfer Confirmation, Balance Payment Confirmation, and Vehicle Delivery 
Confirmation (Type 1) 







communication with Communications Division going forward to support efficient resolution of
any further documentation questions, and would welcome the opportunity to host staff for a
Catalina Island site visit at your convenience.

AVX appreciates the Commission's continued support of this critical infrastructure project for
the unserved communities of Catalina Island and welcomes prompt resolution of the matters
addressed in the response, including the lifting of the May 1, 2026 stop-work hold.

Respectfully,

Lance Ware

Chief Executive Officer

AVX Networks 

CPCN U-7406-C

cc: Anita Taff-Rice, iCommLaw (counsel for AVX Networks)

From: Rosanova, Grace <Grace.Rosanova@cpuc.ca.gov>
Date: Friday, May 8, 2026 at 4:31 PM
To: Lance Ware <lance@avxnetworks.com>
Cc: Ellis, Maria <Maria.Ellis@cpuc.ca.gov>; Minkus, Michael J.
<Michael.Minkus@cpuc.ca.gov>; Haro, Lea <Lea.Haro@cpuc.ca.gov>
Subject: Letter to AVX

Dear Lance,
 
This letter is being sent on behalf of Maria Ellis.
 
Thank you,
Grace
 
Grace Rosanova (she/her)
Analyst, Broadband Regional Initiatives
California Public Utilities Commission, Communications Division  
* grace.rosanova@cpuc.ca.gov

mailto:grace.rosanova@cpuc.ca.gov


Exhibit G



 
 

 

July 7, 2026 

 

Lance Ware 
Chief Executive Officer  
AVX Networks 
lance@avxnetworks.com 
 

Re: AVX Networks’ Federal Funding Account award FFA 00150  

 

NOTICE OF TERMINATION 

 

Dear Lance Ware, 

Please be advised that, pursuant to Section 17 of the Federal Funding Account Program Rules, the 
Federal Funding Account Award to AVX Networks is hereby terminated, effective July 17, 2026. 

On December 18, 2025, the California Public Utilities Commission (Commission) adopted 
Resolution T-17896 approving AVX Networks’ Federal Funding Account application for up to 
$37,571,833 in grant funds for the Digital Equity for Coastal and North Orange County and Catalina 
Island project.  

On April 19, 2026, AVX Networks submitted a reimbursement request for $2,559,284.03. On May 
1, 2026, Communications Divion sent an email notifying AVX Networks that the invoices 
submitted raised concerns and to stop all spending related to its Federal Funding Account award 
until a review of the reasonableness and appropriateness of the expenses could be completed. AVX 
Networks was reminded that Federal Funding Account awardees must meet Capital Project Fund 
and California Public Utilities Commission criteria of allowable / eligible expenses in order to be 
reimbursed. 

Communications Division sent a follow-up letter on May 8, 2026, reiterating that the reimbursement 
request and supporting documentation raised significant concerns about the requested expenses 
meeting the Federal Funding Account’s criteria for allowable and reasonable expenses. The letter 
further specified the additional information AVX Networks must submit for Communications 
Division to evaluate the request and reinforced that the project is under a stop work order and that 
no further action on the grant should be taken by AVX Networks until it receives a written 
notification from Communications Division to resume.  AVX Networks submitted a response on 
May 15, 2026.  

mailto:lance@avxnetworks.com


 
 

After careful consideration, Communications Division has determined that AVX Networks has not 
submitted adequate supporting documentation and justification of how project expenditures meet 
the Federal Funding account or Capital Project Funds requirements. The issues are summarized 
below. 

1. Purchase of residential real estate 

a. Communications Division requested a justification for the purchase of residential real 
estate for the project. AVX Network submitted a response, which included a podcast 
describing real estate challenges on Catalina Island. AVX Networks also provided 
information on the commercial property alternatives that were explored and an 
explanation of why AVX Networks considered a remote Optical Line Terminal (OLT) 
insufficient.  
 

b. AVX Networks did not provide supporting engineering documentation to demonstrate 
that a remote OLT was insufficient. Further, AVX Network’s response characterized a 
residential property as necessary because of climate change and rising sea levels while the 
property appears to be in a flood zone according to the Federal Emergency Management 
Agency (FEMA) flood map.  
 

c. AVX Networks’ response indicates a purchase price for the property of $1.5 million, and 
$2 million in renovations. AVX Network’s responses do not provide documentation to 
demonstrate the $3.5 million real estate expenditure or how the expenditure is necessary 
to complete the project. The documentation and justification fails to meet the 
reasonableness standards in the Code of Federal Regulations Part 200 (CFR), Section 
200.400. In addition, AVX Networks failed to request approval prior to the purchase of 
the property, and therefore, does not meet the requirements in CFR 200, Section 
400.439.  

 
d. Communications Division requested more information about the seller related to the 

purchase of the property. AVX Networks confirmed that the property is currently 
owned by Estamos Perdidos, an LLC of which Lance Ware is the sole member. It 
appears that Lance Ware sold a property from one company of which he is the President 
to another of which he is also the President. Reasonable justification for this non-arm’s 
length transaction was not provided. The purchase of the property does not meet the 
reasonableness standards in CFR 200, Section 202.404.  
 

2. Contracting Costs 
a. Communications Division requested an explanation for the salary reimbursements 

submitted through a third-party corporation, DEC, LLC of which Lance Ware is the sole 
owner, an explanation of contracting costs and relationships, a justification about salaries 
paid to Lance Ware and Julie Ware, payroll documents, and a copy of the nepotism 
policy. AVX Networks failed to submit an adequate justification for the use of a 
subcontractor for owner wages, adequate justification demonstrating that the salaries 
paid to Lance and Julie Ware are reasonable for a small company, and payroll documents 



 
 

detailing hours performed solely on this project. The invoices do not meet the 
reasonableness standards in the CFR 200, Section 200.404. This also does not follow 
competitive sourcing requirements, does not meet CFR 200, Section 200.319, and raises 
concerns about a conflict of interest.  
 

3. Fleet Vehicle 
a. Communications Division requested that AVX Networks explain why it chose a fleet 

vehicle with a luxury trim package and racing parts, including leather seats rather than a 
lower trim vehicle suitable to construction projects. AVX Networks cited island specific 
concerns such as access to maintenance and rugged terrain. AVX Networks has failed to 
provide sufficient documentation and explanation to support this purchase. AVX 
Networks did not obtain approval prior to the purchase of this vehicle and fails to meet 
the requirement in CFR 200, Section 400.439. This purchase does not comport with 
reasonableness standards outlines in the CFR 200, Section 404. 
 

4. Administrative Costs 
a. Communications Division requested the contract between AVX and Wolf Advisory, and 

a description of work completed in the invoice. A justification and supporting 
documents were not provided and AVX agreed to remove the expense.  
 

b. Communications Division requested a contract, record of hours worked, proof of 
payment and justification for work performed by Kanatiz Communications. AVX 
Networks provided proof of payment, but no sample work nor a Master Service 
Agreement (MSA) to justify the monthly retainer fee. AVX Networks has failed to 
provide adequate explanation and documentation to support this invoice, and therefore, 
it does not meet the standard for adequate documentation in the CFR 200, Section 
400.403.  
 

c. Communications Division requested documentation demonstrating iComm Law invoice 
is solely for services related to the project. AVX Networks provided an invoice with 
billed hours, a description of services attached, and an addendum to a retainer 
agreement. The itemized bill contains legal work completed outside of the scope of the 
Federal Funding Account project, including unallowable charges for legal work on AVX 
Networks’ fixed wireless antennas, and does not meet the requirements in CFR 200, 
Section 200.459. 
 

5. Engineering 
a. Communications Division requested proof of payment for the EGS invoice. AVX 

Networks provided a contract but did not provide proof of purchase, copy of 
deliverables, or demonstrate that goods or services were obtained. The contract and 
Gnatt chart indicate the work included in the invoice is not expected to be completed 
until October 10, 2026. AVX Networks has failed to provide supporting documentation 
to support this invoice and therefore, does not meet the requirements for adequate 
documentation in the CFR Part 200, Section 400.403.   



 
 

 
b. Communications Division requested a contract, explanation of services rendered and 

hours worked for HMB Solutions to demonstrate the type of work conducted and proof 
of payment for engineering work. AVX Networks provided a copy of the contract with 
HMB Solutions and a billing backup document with a fixed fee schedule, which is not 
commensurate with the work completed. AVX Networks also failed to submit a 
schedule of hours worked. AVX Networks has failed to submit adequate documentation 
to support this invoice and does not to meet the cost reasonableness requirements in 
CFR Part 200, Section 200.404.  

The foregoing analyses and citations to the Code of Federal Regulations are non-exhaustive and are 
subject to revision pending further investigation and review. 

As Communications Division has determined that AVX Networks has not submitted adequate 
justification and documentation to support the reimbursement request, the request is denied without 
prejudice. To date, Communications Division has not made any reimbursement payments for this 
project. To safeguard and protect public funds, Communications Division does not make 
reimbursements for requests that do not provide adequate justification, prior approval, 
documentation, and meet federal and state program requirements.   

This letter memorializes Communication Division’s intention to formally begin the process to 
recommend rescinding the Federal Funding Account award pursuant to Section 17 of the Program 
Rules and further based on AVX Networks’ inability to submit adequate documentation to support 
invoices and failure to meet the requirements in Title 2 CFR Part 200. 

Please direct any questions to Legal Division’s Ian Culver at Ian.Culver@cpuc.ca.gov. 

 

Regards, 

 

 

Maria Isabel Ellis 
Director of Broadband Initiatives  
Communications Division 
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