Approved: (24 o, 0 < _/ r7¢s
¢ / date
MINUTES OF THE SENATE COMMITTEE ON COMMERCE.

The meeting was called to order by Chairperson Alicia Salisbury at 8:00 a.m. on April 5, 1996, in Room

123-S of the Capitol.

Members present: Senators Salisbury, Burke, Downey, Feleciano, Gooch, Harris, Hensley, Jordan, Petty,
Ranson, Reynolds, Steffes and Vidricksen.

Committee staff present: Lynne Holt, Legislative Research Department
Bob Nugent, Revisor of Statutes
Betty Bomar, Committee Secretary

Conferees appearing before the committee:
Stephan A. Hanvey, Wichita

Others attending: See attached list

The Chair presented Minutes of the March 26, March 27, March 28 and March 29. 1996, Meetinos. She
requested members to review the Minutes and if there are any corrections or deletions, to contact the Secretary
before the end of the working day. If there are no corrections, the Minutes will be considered approved.

Confirmation hearing: Stephan A. Hanvey, Member, KTEC Board, appointment expiring
January 1, 2000.

Stephan A. Hanvey, appeared before the Committee, Vice President, Engineering and Flight
Operation, Raytheon Aircraft, Wichita, stated he has been involved with the aviation industry for 27 year. He
stated he is responsible for recommending technologies for Raytheon Aircraft new products such as triple
redundant light based pathway for the control of the engine. This type of technical innovation and its
commercial utility in a future application is the knowledge he brings to the Kansas Technical Enterprise
Corporation. Mr. Hanvey stated he has been involved in aviation for approximately 30 years and his
particular interest is that of the impact technology has had on flying aircraft. (Attachment 1)

Senator Burke move, seconded by Senator Ranson, that Stephan A. Hanvey, be recommended favorable
for confirmation to the Kansans Technology Enterprise Corporation. The voice vote was unanimous in favor
of the motion. :

SubHB 2728: Concerning telecommunication_services

The Chair submitted the Sub-Committee recommendation. (Attachment 2) The Committee reviewed
and considered the sub-committee report.

Senator Hensley moved, seconded by Senator Burke, that the sub-committee report on SubHB 2728 be
recommended favorable for passage.

Senator Reynolds made a substitute motion, seconded by Senator Downey, that Sections 1, 2, 3, 7, I,
12, 13, 14, 15, 17, 19, 20 and 21 of the sub-committee report on SubHB 2728, be
retained, and strike the balance of the bill. The voice vote was in favor of the motion.

Senator Ranson moved, seconded by Senator Reynolds, that the sub-committee report on SubHB 2728 be
amended on Page 4, Line &, following the word “include” by inserting the following: “but not himited to”.
The voice vote was in favor of the motion.

Senator Ranson moved, seconded by Senator Feleciano, that the sub-committee report on SubHB 2728 be
amended on Pages 30 and 31, by striking Sec. 13 in its entirety. The voice vote was in favor of the motion.

Senator Feleciano moved, seconded by Senator Reynolds, that the sub-committee report on SubHB 2728 be
recommended favorable for passace as amended. The recorded vote was in favor of the motion

The Committee adjourned at 10:00 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim,  Individual remarks as reported hercin have not been submitted to the individuals ]
appearing before the committee for editing or corrections.
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TESTIMONY OF STEPHAN HANVEY
SENATE COMMERCE COMMITTEE
APRIL 5, 1996
Madam Chair and Senators:

Thank you for the opportunity to visit with you today. I am
honored to have been asked by the Governor to serve on the KTEC
Board. For the past 27 years, I have been involved with the
aviation industry and currently serve as Vice President of
Engineering and Flight Operations at Raytheon Aircraft. During
the last five years I have worked with the National Institute of
Aviation Research at Wichita State University on their Board of
Advisors and have become familiar with some of the activities of
KTEC.

My responsibilities with Raytheon include recommending
technologies for Raytheon Aircraft new products. One example is
our recent demonstration of a Raytheon developed Local Operating
Network fiber optic engine control. The conventional mechanical
connection was replaced with a triple redundant light based
pathway for the control of the engine. We have named our control
concept Control by Light™. You may be familiar with the Fly by

|

ﬁiég% controls which are in the Airbus A320, Boeing’s 777, and in
some military aircraft. The light signal is transmitted through a
fiber optic instead of an electrical signal through a wire. Light
signals offer the advantage of lighter weight, non susceptibility
to Electro Magnetic Effects (EMC), and utilization of a very small
percentage of the available bandwidth to send the required

signals. Cost has been the limiting charagteristic_in the past,
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but the Raytheon Local Operating Network and CBL™ technologies are
substantially lower in cost due to new technology which was
applied through a sharing of commercial and military development
work within the Raytheon companies. These technologies have
applications to any system that can be conventionally controlled
by a mechanical connection or an electrical signal, such as
household environmental control or a car’s steering system, as
well as an aircraft system.

This type of technical innovation and its commercial utility
in a future application is the background knowledge that I would
bring to KTEC. When that technology background is combined with
the business analyses which I have conducted on various military
and commercial new start programs, I believe I can positively
influence the return on investment that Kansas will derive from
KTEC and the businesses that it spawns.

Personally I have had a love of aviation for almost 30 years
and have marveled at the impact technology has had on flying
aircraft. The more applications that technology can have, the
lower its cost and hence its ultimate utility in any industry.
Areas such as composites, electronics, and light based
technologies offer great opportunities for growth through our
companies in Kansas. I hope that I can help in that process for
growth and assist in the ongoing efforts of KTEC.

If the Committee has any questions, I will be glad to answer

them to the best of my ability. Thank you.

/X
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SENATE CONFIRMATION QUESTIONNAIRE l
Office of Gaverner Bill Graves

Pleuse cumpiete and return thia form to the Governor's Appointments Officr. Attach addlt{onsi sheets I necesnary.
Name: Steghan A Hanusy
Heme Address: 1345 St Andrews
City, State, Zip:___Wichita, Rs. 67230
Business Address:_Raythegp Aircraft Company o o oo oo
City, State, Zip:___ Wighita, Xg £7201 :
Home Phone:__316-733-5137 Business Phone: _316-676-7937
Date of Birth:__5/23/47 Place of Birth: __ McCormick, S.C.
Party Affiliation: Republican KBI Check: NA In Process Complete

R | i - ] M -
Appointed asi___[V. /1" "2 i~ l/,r} e s chodler o Cry fova w150
' G R < fee
Appointment Date: /'3/ 21 4 Expiration Date:____(/ % 16 joC
i / .
Term Length: TS Statutory Authority: 445 A 7L/ - V/G]
Salary: H / ¢ Predecs=ssor: /Rr‘wa P C7L(/f§/ il
7 -

Starutory Requirements:

BACKGROUND

1. List high school, college, or other education institution attended along with the date attended
and degree conferred.

Education Institution Dates Degree

T . L.Banpas Bioh Sebhogl 1896285 Gradustea

US Naval Academy 1965689 , B.S.

U of Se.California 1979 MSSM(27 semester hrs. nc degree)
Claremont University 1984 Adv.Mngmt. Program Graduate

2. List memberships in business, trade and professional organizations for the past 10 years.

Orgenization Dates

Scciety of Experimental Test Pilots (SETP) 1979 +o Prasent
Am Tnat oF Aovrenantics g Astronanticsq (ATAAR 1392 to Presgent
Advanced General Aviation Transport Experiment 1983 +o Pragent
Wichita ¥MCAlg 1992 %o Present
WSU, Natl Inst. of Aviation Resa.Industry Adv.Brd. 1584 to Present

3. List any public offices you have been elected or appointed to, along with the dates of service.

Office Held Dates

o

AT
w6

}4@4;\6“~1‘{’4 Ltz eg February 23, 1996

Signaturz / Y Date

Refurn completed questionnuire to Judy Krueger. Secretary af Appointmenss, State Caprinl 226-5, Topeka, Kansas 66612. If you huve
quearions. plense cull 713/ 296-31S2.

03/21/96 THU 08:59 [TX/RX NO 7593] [@o001
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4. List any pusitions held with a foreign, federal or local government entity along with the dates
of service.

Position Govermnment Exatity Dates

None

5. List any lobbying activities you have been involved in during the past five yesrs. This includes
acsivities as a registered lobbyist or lobbying activities for which you were compensated.

Group Compensation (yes/no) Dates

None

6. List experience or interests which qualify you for the position to which you have been

appointed. Technical background in tast Flying and engineering education including
graduation from the USNaval Test Pilets School, rogram Management and Englneerinc

4 ,trom th av o = : AN : zeennologies

guch sae NOTAD sanment Aguglopment  compegitga and light confrolled firer optic based
architascture.

7. Summarize busirniess and professional experience.Ten vears military oilot: 16 years

aerospace industrv experience as test pllot, engineering and pregram executive
management.

- t——rTg FE—rT e Tty - =

8. List any service in the United States military. Include dates of service, branch. date and type
of discharge.

Branch Discharge Dates

US Navy Honcrable : 1969-74
usMmc Henorakble 1974-80
USMCR Digcharge Retired 1980-85

9. Provide details of any arrest, charge or questioning by a federal, state or other law
enforcement authority for vielation of any federal, state, county or municipal law, regulation or
ordinance (excluding traffic violations for which a fine of $100 or less was imposed).

—Nare

10. List and provide details of any interests that may present a conflict of interest for this
position. NONF

L s+ 3 . declare that this questionnaire is true. correct and complete to the best
of my knowledge. :

- ”@/Zosfg"“ T e February 23, 1586

Signatura /r”" )/ : Date

Rcrurn completed queatinnnaire to Judy Krueger, Secretary of Appeintments, State Capriol 2268, Topeka. Kanaas 66612, If ynu hs
quentiona, plense call 913/ 2964151,

ve

03/21/96 THU 08:59 [TX/RX NO 7593] [@o0s
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—
EANSAS COMMISSIOR ON GOVERNMEBNTAL STABDARDS AED CORDUC?
ATEMENT BSTARTIAL BERESTS F IXD .S WHO
PPO TO STATS FI I UBJBCT TO A ¥ TI
[XSTRUCTIONS. This statemant (pages 1 throush -4) must bs completad by sach perscn whoge

agpointaent to a state position is subiect to Sanats cenfirmation (R.S.A. 46-247 and 4&6-248).
Failure £o coxmplete and return this statement may result in a fine of §1@ per day for each day it
ramaing unfiled. Alss, any individual who intenticnally f£ails to €ile a= raquirad by law, or
intanticnally files a false statsment, is subject to prosecuticn €or a class B misdemeanor.

Please read the "Guide” and “Definiticn® section provided with this fora for addizions]l assistance
in completing sections "C™ through “G°. If you have questions or wish assisgtance, plesase contact
the Cocmmigsion offica at 185 West Sth, Topeka, K or call 913-296-4219. _

A. IDEFTIFICATION: PLEASE TYPE OR 2RIIT

gl atnjvy) BlY s |t 1l |H] A} N A
Lagst Name rirst Nanme MI

HtA {N] V] B]Y s |A |R (A R

Yumber & Street Name, Apartzant Humber, Rural ﬁou:o. or P.0. Box Humber

wit Ijct{BJI |TYtA K] S e6l7 121 3]¢

city, Stats, Zip Code

sl te 1=l 3] z1""{s|1{31|7 sl il d*™ls 17l el™) 7] 9l l
Home Phone Numbar Business Phone Number
B. QT P ON B b 5 A 08 | £}

List Mame of Agency, Commissicn or Board

B}l 0}la R | D MIE | M| BIE |R

Positien

* fhe last four digits of your social security mumber will ald in 1denrifying you
from others with the ssame nabe an the cosputeor 1ist. Thig informaticn is opticnal.

- stsialz

XCGSsSC 291-3, Rav. 3-92

03/21/96 THU 08:59 [TX/RX NO 7393] @]ooz\Swa
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CMMERSHYP IFTERESTS: List any corporation, partnership, proprietorship, trust, joint ventura
and avery other business interest, including land used for income in, which either you or
Your spouse has cwned within the preceding 12 months a lsgal or equitable interest exceeding
$5,82@ or 5t, whichever is lesg. If you or your spouseé own more than 5% of a business, you
@must digclese the percentage held. Flease insert addiriocnal page if necessary to ccmplete

thiz secticxz.
If you have mothing to repert in Sectien "c", check here _y .

ESLD  PIRCEEY O7

BUSIEESS Yaxz AND ADDBRSS “:; tYPs OF BUSINESS DESCRIPTINN QF BY OFRERSEIP
' IITERESTS HELD ¥E0K  IETRRRSIS

Tad
Spoumd
Jointly

!IDNE

A Yot
Speust
lelzcly

4411
spouse
Jafatly -

Tol
spouse
Jojncly

Tat
dpouse
Jeintly

Yaou
§pounse
Joiatly

You
$pense
Jefntly

SIS _OR HONORARTA. List any person or business from whom you or your Spouse either
==vidually or collectively, have received gifts or honoraria having an aggregate value of
@ or ¥OTe in the precading 12 months.

= you have nothing to report in Saction “D”, check here _ ¢ .

:}_____.._-—- ‘_l" 303132$8 YROK NEOX GIPY RECIIVED @%&g ADDRESS RECIIVID BRI,
AR
T
~____A

- , . —

03/21/96 THU 08:33 [TX/RX NO 75931 (@003
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1 List all places of amploywent in the last calendar year, and aay

RECEIPT OF COMERNSATION:

other businesszes from which you or your spouse received $2,8@@ or more in coppensation
(salary, thing of value, er economic benefit confarred on in return for services rendered,
or to De rendersd), which was reportable as taxable income on your faderal income tax

Laturns.

1. YOUR PLACE(S) OF EMPLOYMENT OR OTHER BUSINESS IN TEE PRECIDING CALZNDAR YEAR. IF SAME
AS SECTION "B", CHECX HERE .

If you have nothing to repert in Section “E"1, check hers .
T
' ADDRESS TIPS 01 BUBINESS

JARE 0F BUSINESS

o

AN

o ATROoDRARM MTR

1. gav™EPAN ATRCBACT COMBANY R P O, BOX 85, WICHTTA XS

2. SPOUSE’S FLACE(S) OF EMPLOYMENT OR OTHER BUSIKESS IN THE PRECEDING CAILFMDAR TEAR.
If you have nothing to repert in Secticn "E"2, check heze X .

YAKD 07 BUSINESS D LDBRESS 7YPE 0F BOSTEESS

MR

which you er your e old a siticn of officer, dirmsctor, assogiata, partiner oOr
proprietor at the tima of f£iling, irrespective of the ameunt of compensatiom received for
helding such posizion. Please insart additicnal page if necessary to complets this section.

If you have nothing to repert in Section "F°, check here= .
A BUSINESS JANE LED MDDRESS POSI?10} £ELD EELD BY WHOX
1. RAYTHEON BIRCRAFT COMPANY VICE PRESIDENT, SzLF
ENGINEERING AND FLIGE?
P. 0. BCX BS5, WICHITA, KANSAS CPERATICNS
1. B30ARD OF DIRECTORS, YMCA SECRETARY SELF
402 N. Market, Wichita, Xs. 67202
3. AGATE Executive Council CHAIRMAN SELT

NASA Langley Research Center, HAMPTON, VAZ2368]

an
.

03/21,96 THU 08:59 [TX/RX NO 75831 (@004
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s OF FREES AN qeSIDES: List each client or custemer who pays feas or commisslons
€5 a business or combination of businesses from which faag or commissions you or your spouse
recaived an aggregats of $2,000 or more in the precading calendar year. The phrase "client
or custoper” relates only ro businesses or combinarion of businesses. In the case of a
partmership, it is the partner’s proportiocnate shars of the business, and hencs cf the fee,
which is significant, without regard to expenses of the partnership. An individual who
receives a salary as cpposed to portiens of fees or commissions is generally not raquired o
report under this provision. Please inserT additicnal page 1£ necessary to coempleta this
section. : .

If you have nothing to report in Secticn "G". check herse _x .

_ JAME 00 CLIXNY / CUSTOMER ADDRESH RELEIVER BY

g v g -

2/232/98

DECLARATION:

I, _Stephan A. Janvey , declare that this statement of substantial interests
(including any accompanying pages and statements) has been examined by me and to the best of
By knowledge and belisf is a true, correct and cemplate statement of all of my substantial
interssts and other marters required by law. I understand that the intanticnal failurs o
file this statement as required by law or intenticnally filing a faise statement is a class

Date Sighature of Pefson Making Statement

NUSER OF ADDITIONAL PAGES _ 0 _ -

Rerurn your ccxpletsed statement to the Secretary of State,

gtars House, Topeka, Kansas 66612.

/-5
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MANAGEMENT:
1881 to
Prasent

1880t
1881

1888 to
1880

FLYING/TEST

- EXPERIENCE:

ACADEMIC:

" AWARDS:

‘ PROFESSIONAL:

wJanuary 1888
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NTed
STEPHAN A, HANVEY

1342 St, Andrews
Vyichita, Ks, 8723¢

316-733-5137 (Home)
318-878-7$37 (Work)
- . %
Foc Fu-k7e-577 pavy

Vica President of Engineering and Flight Cpersticns, Raytheen Alreraft Company
(formerly Beech). Rewponsible for all company design, rasearch, and develcpment of
new products, production and field support of all preduction aircraft and target missilss,
technical publications and flight cperations for all corparate cparaticns,

Various senior managemant pesitions at MeDonneil Couglas Helicopter Company ranging
from Chief Expzdimental Test Pllot ts Fregram Manager, Advancsd Programs to Director,
Business Deveicpment and than Deputy Program Managar for tha AHES

USMC Officar/pilct and tast pllet. Retired gg Colonsl, USMCR

Commsrcial rated pllot with approximately 8,000 hours. Test experiencs

prirmarily In attack hailcapter and experimental/developmant flying, Flaw the first fiight en
the AH-34A Apachs as wall 23 the structural demcnstration, weapons separaticn, and
systams daveiopment, Flew the sarly development flying on the NOTAR progci-of-
cconcapt. Flaw tha Agache at Famboreugh Air 8how in 1882 and Parfs Air Show in 1883,

Tyes ratad in King Alr B3C0 and files all Raytheon products,

Graduatad from the U.S. Naval Acadamy with a Bachelor of Scienca Cegree in
Enginesring in 1568,

Graduated from the U.S. Naval Test Pilot Schcol (Asrodynarmics Masters equivalent) in
1978.

Complsted graduate studies (21 semestsr hours) In Systems Management from
University of Seuthem Caiifernla In 1878,

Graduetad from the Clarsmont University Advanced Management Program In 1884,

Dietingutshed Graduate, US Navy Test Pllct Scheel

Naval Air Test Canter Test Plict of the Year, 1978

Twa (2) Time-to-Climb Werld Class Racords

AVIATION WEEK Laurei Award In 1884

J. H. “Jimmy” Coclittle Award (fer Technical Management and Enginsering Excallance) by
Sadisty of Experimental Tast Plicts in 1688,

AVIATION INTERNATIOMAL NEWS {1865 Top Ten Naws Maksr,

Asscciate Fellow, Soclsty of Exparimental Test Pllcts (SETR)

Senicr Member, Amarican Instiuie of Aarcnautica and Axtronautica (AIAA)
Chalrmen, Exacutlve Council, AGATE (NASA Corsortla of over 70 companies)
Secretary, Board of Directors, Wichita YMCA's

Mamber, Wichita State University, National Instituts of Aviaticn Ressarch industry
Advizory Board

TOTARL F.B2
/-7
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specifically declared to be cash funds, re-
stricted in their use and to be used solely as
provided herein. No moneys of the authority
other than moneys received by appropriation
shall be deposited with the state treasurer.

KANSAS TECHNOLOGY
ENTERPRISE CORPORATION,
DIRECTORS

74-8101. Kansas technology enter-
prise corporation; creation; board of direc-
tors, membership, qualifications, terms,
compensation and expenses; meetings;
transaction of business; corporate presi-
dent; executive committee, membership,
duties. (a) There is hereby created a body
politic and corporate to be known as the
Kansas technology enterprise corporation.
The Kansas technology enterprise corporation
is hereby constituted a public instrumentality
and the exercise of the authority and powers
conferred by this act shall be deemed and held
to be the performance of an essential govern-
mental function. :

(b) The corporation shall be governed
by a board of 20 directors who shall be resi-
dents of this state. The board shall consist of
(1) the governor or, at the discretion of the
governor, the secretary of the department of
commerce and housing, (2) the secretary of
the state board of agriculture, (3) four direc-
tors who are members of the legislature
appointed as provided in subsection (d)(1), (4)
four directors who are appointed by legisla-
tive officers as provided in subsection (d)(2),
and (5) ten directors appointed by the gover-
nor subject to senate confirmation as provided
mnK.S.A. 75-4315b, and amendments thereto.
Except as provided by K.S.A. 1995 Supp.
46-2601, no person whose appointment is
subject to confirmation by the senate, shall
exercise any power, duty or function as a

1996 Session

1I-32

member of the board until confirmed by the
senate.

(c) (1) All 10 of the directors appointed by
the governor shall be persons recognized for
outstanding knowledge and leadership in their
fields. Six of the directors shall be persons
from the private sector and four of the direc-
tors shall be engineers or scientists who have
extensive experience in managing basic or
applied scientific and technological research
at Kansas educational institutions. Of the six
directors appointed from the private sector:

(A) Four directors shall be persons
who represent industries of the Kansas econ-
omy including small enterprises which in-
clude, but are not limited to:

(1) Resource-based industries of agri-
culture, oil and gas;

(i) advanced technology industries of
aviation, manufacturing, information and
design; and

(iii) emerging industries of telecommu-
nications, computer software, information
services and research services; and

(B) two directors shall be persons who
represent the private financial sector of whom
one shall have experience in the area of
high—risk venture investments, and the other
shall have commercial banking experience in
an industry of special technological impor-
tance to the Kansas economy.

(2) In making appointments to the
board, the governor shall give consideration
to the qualifications of the persons who
served as commissioners of the Kansas ad-
vanced technology commission and shall give
consideration to appropriate geographical
representation.

(3) Of the members first appointed to
the board, two directors shall be appointed
for a term of one year, two directors shall be
appointed for terms of two years, three direc-
tors shall be appointed for terms of three
years and three directors shall be appointed
for terms of four years. Except as provided

/-0



by paragraph (4), successors to such directors
shall be appointed for terms of four years.
Each director shall hold office for the term of
appointment and until the successor has been
appointed and confirmed. In the event of a
vacancy, the vacancy shall be filled by the
governor in the manner provided for original
appointments for the remainder of the unex-
pired portion of the term.

(4) The terms of directors appointed
pursuant to this subsection who are serving on
the board on the effective date of this act shall
expire on January 15, of the year in which
such member's term would have expired
under the provisions of this section prior to
amendment by this act. Thereafter, directors
shall be appointed for terms of four years and
until their successors are appointed and con-
firmed.

(d) (1) Four directors shall be members
of the legislature as follows: The speaker of
the house, the house minority leader, the
president of the senate, and the senate minor-
ity leader, or legislators who are appointed to
represent them and who will provide continu-
ity by virtue of their membership on the
standing committee on commerce of the
senate, the standing committee on economic
development of the house of representatives
or the joint committee on economic develop-
ment. Legislative officers designated in this
subsection shall serve by virtue of office.
Legislators appointed under this subsection
shall serve from the dates of their appoint-
ment until the first day of the regular legisla-
tive session in odd-numbered years and are
eligible for reappointment.

(2) (A) Four directors shall be ap-
pointed by legislative officers as follows: (1)
One shall be appointed by the speaker of the
house, (2) one shall be appointed by the house
minority leader, (3) one shall be appointed by
the president of the senate, and (4) one shall
be appointed by the senate minority leader.
The members so appointed shall be persons
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who are recognized for outstanding knowl-
edge and leadership in their fields, who are
from the private sector and who represent
mndustries of the Kansas economy including
small enterprises which include, but are not
limited to:

(i) Resource-based industries of agri-
culture, oil and gas;

(i1) advanced technology industries of
aviation, manufacturing, information and
design; and

(iii) emerging industries of telecommu-
nications, computer software, information
services and research services.

(B) Of the directors first appointed by
legislative officers under this subsection
(d)(2), the directors appointed by the speaker
of the house and the president of the senate
shall be appointed to a term of four years and
the directors appointed by the house minority
leader and the senate minority leader shall be
appointed to a term of two years. Successors
to such directors shall be appointed for terms
of four years. Each director shall hold office
for the term of appointment and until the
successor has been appointed. In the event of
a vacancy, the vacancy shall be filled by the
legislative officer who appointed the director
who created the vacancy in the manner pro-
vided for the original appointment for the
remainder of the unexpired portion of the
term. .
(e) Members of the board of directors,
in their dealings with enterprises that may
receive financing through the corporation,
shall declare any potential conflict of interest
and abstain from voting prior to taking any
actions relating to that transaction.

(f) The board of directors shall conduct
a national search and select a corporate presi-
dent who meets a national standard of experi-
ence, ability and initiative for similar posi-
tions. The corporate president shall not be a
member of the board.

1996 Session
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(g) The board of directors shall hold all
board meetings within the state of Kansas.

(h) Members of the board of directors
are entitled to compensation and expenses as
provided in K.S.A. 75-3223, and amendments
thereto.

(1) The board shall annually elect from
the private sector membership one member as
chairperson and one member  as
vice-chairperson.

(5) The board of directors shall meet at
least once during each calendar quarter, and
at such other times as may be provided in the
rules of the corporation, upon call by the
president, the chairperson or upon written
request of a majority of the directors.

(k) A majority of the board of directors
shall be necessary to transact corporation
business, and all actions of the directors shall
be by a majority vote of the full number of
corporate directors.

() The directors shall establish an
executive committee composed of the chair-
person, vice-chairperson and three additional
members chosen by the chairperson from
among the remaining directors. The executive
committee, in intervals between board meet-
ings, may transact any board business that has
been delegated to the executive committee. A
majority of the executive committee shall be
necessary to transact business and all actions
of the executive committee shall be by a
majority vote of the committee.

(m) No member of the board of direc-
tors is eligible to serve more than two terms
of office.

(n) A member appointed to the board of
directors by the governor may be removed by
the governor for cause, stated in writing, after
a hearing thereon.

74-8102. Purpose; ways of achieving.
(a) The purpose of the Kansas technology
enterprise corporation is to foster innovation
In existing and developing businesses, espe-
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cially the creation, growth and expansion of
Kansas enterprises in a diversified range of
primary sectors, which develop value-added
products, processes and services including,
but not limited to:

(1) Existing resource-based industries
of agriculture, oil, gas, coal and helium;

(2) existing advanced technology
industries of aviation, pharmaceuticals, com-
puters and electronics; and

(3) emerging industries of telecommu-
nications, computer software, information
services and research services.

(b) The corporation shall achieve the
purpose stated in subsection (a) of this section
by:

(1) Financing basic research, applied
research and development, and technology
transfer at Kansas educational institutions
which meet competitive standards of excel-
lence as measured by national and interna-
tional peers, and which create innovative
collaboration between Kansas educational
institutions and Kansas enterprises;

(2) awarding applied research matching
grants to Kansas educational institutions and
Kansas private enterprises in order to move
innovation and applied research toward com-
mercial application;

(3) engaging in seed-capital financing
for the development and implementation of
innovations or new technologies for existing
resource, technology-based and emerging
Kansas businesses; and

(4) providing technical referral services
to such small, new, emerging Or mature
businesses and encouraging Kansas educa-
tional institutions to establish technical infor-
mation data bases and industrial liaison of-
fices which are easily accessible by both
private and public sector Kansas organiza-
tions.

(¢) The department of commerce,
Kansas, Inc. and all other interested state
agencies shall cooperate with the Kansas

[~/




S O 00 N O U pPpwwN=—

W W W W W W W N NN NN NN NN DN 2w a2 e e
O Ut AW N =, O W O N U)W NN =2, OW o N U W -

Substitute for HOUSE BILL NO. 2728

By Select Committee on Telecommunications

AN ACT concerning telecommunications services; amending K.S.A. 66-
127, 66-1,187 and K.S.A. 1995 Supp.. 75-4709 and repealing

the existing sections and also repealing K.S.A. 66-124 and

66-125.

Be it enacted by the Legislature of the State of Kansas:

New Section 1. It is hereby declared to be the public policy
of the state to:

(a) Ensure that every Kansan will have access to a first
class telecommunications infrastructure that provides excellent
services at an affordable price;

(b} ensure that consumers throughout the state realize the
benefits of competition through increased services and improved
telecommunications facilities and infrastructure at reduced rates;

(c) promote consumer access to a full range of
telecommunications services, including advanced telecommunications
services that are comparable in urban and rural areas throughout
the state;

(d) advance the development of a statewide
telecommunications infrastructure that is capable of supporting
applications, such as public safety, telemedicine, services for
persons with special needs, distance learning, public library
services, access to internet providers and others; and

{e) protect consumers of telecommunications services from
fraudulent business practices and practices that are inconsistent
with the public interest, convenience and necessity.

Sec. 2. K.S.A. 66-1,187 is hereby amended to read as
follows: 66-1,187. As used in this act:

(a) "Broadband" means the transmission of digital signals at

rates equal to or greater than 1.5 megabits per second.
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(b) "CLASS services" means custom local area signaling
services, which include automatic callback, automatic recall,
calling number identification, selective call rejection, selective
call acceptance, selective call forwarding, distinctive ringing
and customer originated trace.

(c) "Commission'" means the state corporation commission.

(d) "Dialing parity"” means that a person that is not an
affiliate of a local exchange carrier is able to provide
telecommunications services in such a manner that customers have
the ability to route automatically, without the use of any access
code, their telecommunications to the telecommunications carrier
of the customer's designation from among two or more
telecommunications carriers, including such local exchange
carrier.

(e) "Federal act'" means the federal telecommunications act
of 1996, P.L. 104-104 (amending the communications act of 1934, 47
U.5.C. 151, et seq.

(f) "ISDN" means Iintegrated services digital network which
i1s a network and associated technology that provides simultaneous
voice and data communications over a single communications
channel.

(g) "LATA" has the meaning ascribed to it in the federal
act.

(h) "Local exchange carrier” means any telecommunications
public utility or 1ts successor providing switched
telecommunications service within any local exchange service area,
as approved by the commission on or before January 1, 1996.
However, with respect to the Hill City exchange area in which
multiple carriers were é;rtified by the commission prior to
January 1, 1996, the commission's determination, subject to any
court appeals, of which authorized carrier shall serve as the
carrier of last resort will determine which carrier shall be
deemed the local exchange carrier for that exchange.

(i) "Number portability" has the meaning ascribed to it in

the federal act.
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(7) "1+ intraLATA dialing parity" means the ability of a
local exchange service customer to specify the telecommunications
or local exchange carrier that will carry the intraLATA long
distance messages when that customer dials either "1" or "0" plus
a 10-digit number.

(k) ‘"Operating area" means:

(1) In the case of a rural telephone company, operating area
or service area means such company's study area or areas as
approved by the federal communications commission;

(2) 1in the case of a local exchange carrier other than a
rural telephone company, operating area or service area means such
carrier's local exchange service area or areas as approved by the
commission.

(1) "Rural telephone company" has the meaning ascribed to it
in the federal act; excluding any local exchange carrier which
together with all of its affiliates has 20,000 or more access
lines in the state.

(m} "Telecommunications carrier"” means a corporation,
company, individual, association of persons, their trustees,
lessees or receivers that provides a telecommunications service,
including, but not limited to, interexchange carriers and
competitive access providers, but not including local exchange
carriers certified before January 1, 1996.

4a)r (n) "Telecommunications public utility" means any public
utility, as defined in K.S.A. 66-104, and amendments thereto,
which owns, controls, operates or manages any equipment, plant or
generating machinery, or any part thereof, for the transmission of
telephone messages, as defined in K.S.A. 66-104, and amendments
thereto, or the provisio; of telecommunications services in or

through any part of Kansas.

(o) ‘"Telecommunications service" means the provision of a
service for the transmission of telephone messages, or two-way
video or data messages.

(p) "Universal service" means telecommunications services

H-S
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and facilities which include single party, two-way voice grade
calling; stored program controlled switching with vertical service
capability, E911 capability, tone dialing, access to operator
services, access to directory assistance and egual access to long
distance services.

(g) "Enhanced universal service'" means telecommunications
services in addition to those included in universal service, which
shall include signaling system seven capability, with CLASS
service capability; basic and primary rate ISDN capability:
full-fiber interconnectivity or the technological equivalent
between central offices; and broadband capable facilities to all
schools accredited pursuant to K.S.A. 72-1101 et seq., and
amendments thereto, hospitals as defined in K.S.A. 65-425, and

amendments thereto, public libraries and state and local

government facilities which request broadband services. ©m—o¥r

New Sec. 3. The commission shall:

(a) Adopt a definition of "enhanced universal service,"
pursuant to subsection (g) of section 2;

{b) authorize any requesting telecommunications carrier to
provide local exchange or exchange access service pursuant to

subsection (a) of section 4 and subsection 4m> (1) of section 6;

() 4dniti . st . 1 3

by—a-—xrural-telephope—company on July 1, 1996, the commission shall

invoke a rulemaking procedure to adopt gquidelines to ensure that

all telecommunications carriers and local exchange carriers

preserve and enhance universal service, protect the public safety

N
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and welfare, ensure the continued guality of telecommunications

services and safequard the rights of consumers;

(d) review, approve and ensure compliance with network
infrastructure plans submitted by local exchange carriers pursuant
to section 6;

(e) review, approve and ensure compliance with regulatory
plans submitted by local exchange carriers pursuant to section 6;

(£) on or before January 1, 1997, establish, pursuant to
section 7, the Kansas lifeline service £und program, hereinafter
referred to as the KLSE KLSP;

{g) 1initiate and complete a proceeding by January 1, 1997,

to establish a competitively neutral mechanism or mechanisms to

fund dual party relay services for Kansans who are speech or

hearing impaired; telecommunications equipment for persons with

visual impediments; and telecommunications equipment for persons

with other special needs; this funding mechanism or mechanisms

shall be implemented by March 1, 1997;

(h) on or before January 1, 1997, establish, pursuant to
section 9, the Kansas universal service fund, hereinafter referred
to as the KUSF, and make various determinations relating to the

implementation of such fund;
(i) authorize all itelecommunications—service preoviders local

exchange carriers to provide internet access teo—specified-parties
uwnder—certain-conditions ag outlined in section 43- 12 and report

on the status of the implementation provisions to specified
legislative committees;

(j) review the federal act and adopt additional standards
and guidelines as necessary for implementation of slamming
restrictions pursuant toséection 44 13;

(k) at—least—every five years—afterJuly—1,—1996 commencing

on June 1, 1997 and periodically thereafter, review and, to the

extent necegssary, modify the definition of universal service and
enhanced universal service, and KUSF, taking into account advances
in telecommunications and information technology and services;

(1) on or before January 1, 1997, initiate and complete a
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proceeding to establish minimum quality of service standards which
will be equally applicable to all local exchange carriers and
telecommunications carriers in the state; any local exchange
carrier or telecommunications carrier violating such standards,
for each occurrence, shall forfeit and pay a penalty of not less
than $100, nor more than $5,000; violations of such standards
shall be enforced in accordance with provisions of K.S.A. 66-138
and 66-177, and amendments thereto; and

(m) on January 1, 2000, prepare and submit a report to the
legislature. The report shall include an analysis of the manner
in which the regulatory framework has served to: Protect
consumers; safeguard universal service; ensure that consumers have
reaped the benefits of competition, maximize the use of market
forces and promote development of the telecommunications
infrastructure throughout the state. The commission shall also
recommend if and how the KUSF shall be modified.

New Sec. 4. (a) On or before September 1, 1996, the
commission shall begin to authorize amnyreguesting

telecommunicatiens carrier—to provide applications for

certificates of public convenience and necessity to provide local

exchange or exchange access service,—if—the—reguesting

(b) A local exchange carrier shall be required to offer to
allow reasonable resale of its retail telecommunications services
and to sell unbundled local loop, switch and trunk facilities to
telecommunications carriers, as required by the federal act and
pursuant to negotiated agreements or a statement of terms and
conditions generally avaiiéble to telecommunications carriers.

(c) To encourage telecommunications carriers to build or
install telecommunications facilities, including, but not limited
to, local loop and switching facilities in the state, and except
as otherwise negotiated by a local exchange carrier and a

telecommunications carrier, the prices for such unbundled

facilities shall be determined by the commission, on a




—

C W oo N oo b~ W N

nondiscriminatory basis, to permit the recovery of aetual- costs
and a reasonable profit; the commission shall determine wholesale

rates on the basis of retail rates charged subscribers for the

telecommunications service requested, excluding the portion

thereof attributable to any marketing, billing, collection and

other costs that will be avoided by the local exchange carrier;
and the commission shall approve resale restrictions proposed by
any local exchange carrier which prohibit resellers from
purchasing retail telecommunications services offered by that
local exchange carrier to one category of customers and reselling

those retail services to a different category of customers, o=

a finding that such practice would be anticompetitive,

anticonsumer or detrimental to the quality of the network
infrastructure, the commission may prohibit the resale of retail
services at a rate lower than the purchasced—disceount wholesale
rate or any other reasonable limitation on resale to the extent
permitted by the federal act.

(d) As provided in the federal act, in order for
telecommunications carriers to provide local exchange service and
exchange access service, local exchange carriers shall provide the
means to interconnect their respective customers, including, but
not limited to, toll access, access to operator services, access
to directory listings and assistance, and access to 911 service.

(e) Customers shall be accorded number portability and local
dialing parity in conformance with national standards to the
extent economically and technically feasible. Terms and prices
for interconnection, unbugaled facilities and resale of existing

retail telecommunications services shall be negotiated in good

faith between the parties——but—upon—the rxeguest—of-ecither party-

after—135 days—eof-—negeotiatien. During the period from the 135th

through the 160th dayv after the date on which an incumbent local
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exchange carrier receives a request for negotiation under this

section, the carrier or any other party to the negotiation may

petition the commission to arbitrate any open issues, Arbitration

shall occur in conformance with the provisions of section 252 of

the federal act.

(f) The commission shall require, consistent with the terms
of the federal act, that 1+ intralLATA dialing parity be provided
by all local exchange carriers and telecommunications carriers
coincidentally with the provision of in-region interLATA toll
services in the state by local exchange carriers with more than
150,000 access lines or their affiliates.

New Sec. 5. (a) Pursuant to subsection (f) (1) of section 251

of the federal act, the-—ecommicsion—shall not—reguire—unbundling—oxr

obligations of an incumbent local exchange carrier, which include

the duty to negotiate interconnection, unbundled access, resale,

notice of changes and collocation, shall not apply to a rural

telephone company unless such company has received a bona fide

request for interconnection, services or network elements and the

commission determines that such request is not unduly economically

burdensome, is technically feasible and preserves and enhances

universal service.




providers—and-public—Iibraries On July 1, 1996, the commigsion

shall invoke a rulemaking procedure to adopt guidelines to ensure

that all telecommunications carriers and local exchange carriers

preserve and enhance universal service, protect the public safety

and welfare, ensure the continued quality of telecommunications

services and safequard the rights of consumers. Such guidelines

shall also ensure that pursuant to subsection (f) of section 253
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of the federal act any telecommunications carrier that seeks to

provide telephone exchange service or local exchange access in a

service area served by a rural telephone company meet the

requirements of subsection (e) (1) of section 214 of the federal

act for designation as an eligible telecommunications carrier for

that area before being permitted by the commission to provide such

service; however, the quidelines shall be consistent with the

provisions of subsection {(f) (1) and (2) of section 253 of the

federal act. The commission shall issue the guidelines no later

than December 31, 1996.

4e) (c) In the event the commission grants certificates for

one or more telecommunications carriers and local exchange

- /O
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carriers to provide service to a single local exchange, all such

certificated telecommunications carriers and local exchange

carriers shall be eligible to receive funds alleecated paid from

exchange—ecarrier-which dnitially provided—that-service. Annually,

the commission shall allocate such funds between all carriers
offering such service to the exchange based upon a determination
of the extent to which such telecommunications carriers have made
infrastfucture investments in the exchange and the extent to which
the telecommunications carriers or local exchange carriers serve
high cost portions of the exchange. In addition, when the
commission issues an order designating how such KUSF funds shall
be allocated, the commission shall also issue an order designating

which telecommunications carrier or local exchange carrier shall

serve as the carrier of last resort.

New Sec. 6. (a) Each local exchange carrier shall file a

network infrastructure plan with the commission on or after
January 1, 1997, and prior to January 1, 1998. Each plan, as a
part of universal service protection, shall include schedules,

which shall be approved by the commission, for deployment of

A~
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universal service capabilities withip two—years-—of the-date-—of

£iling—of——rsuch-plan and the deployment of enhanced universal

service capabilities within-five years—of-the£filing of such-plan

as defined pursuant to subsections (p) and (g) of section 2
respectively. Each plan shall demonstrate the capability of the
local exchange carrier to comply on an ongoing basis with quality
of service standards to be adopted by the commission no later than
January 1, 1997.

(b) In order to protect universal service, facilitate the
transition to competitive markets and stimulate the construction
of an advanced telecommunications infrastructure, each local
exchange carrier shall file a regulatory reform plan at the same
time as it files the network infrastructure plan regquired in
subsection (a). As part of its regulatory reform plan, a local
exchange carrier may elect traditional rate of return regulation
or price cap regulation. Regulatory reform plans shall also
include:

(1) A commitment to provide existing and newly ordered
point-to-point broadband services to any hospital as defined in
K.S5.A. 65-425, and amendments thereto, school accredited pursuant
to K.S.A. 72-1101 et _seg., and amendments thereto, public library
or other state and local government facilities at discounted
prices close to, but not below, long-run incremental cost; and

(2) a commitment to provide basic rate ISDN service at
prices which are uniform throughout the carrier's service area and

which are designed to stimulate the development of an extensive

residential market.-Leocal—exchange—carriers—chall-not—be—reguired

may reduce prices charged for services outlined in provisions (1)
and (2) of this subsection, if the commitments of the local
exchange carrier set forth in those provisions are not being kept.

(¢} All local exchange carriers shall reduce intrastate

access charges to interstate levels subject to commission

approval. Rates for intrastate switched access shall be reduced

A=/
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over a three-vear period with the obijective of egualizing

interstate and intrastate rates in a competitively neutral,

specific and predictable manner, as determined by the commission.

4e¢)> (d) For regulatory reform plans in which price cap
regulation has been elected, price cap plans shall have three
baskets: Residential and single-line business, including
touch-tone; switched access; and miscellaneous services. The

commission shall establish price caps at the prices existing when

the requlatory plan is filed for residential services, including

touch-tone services, and for single-line business services

including touch-tone services within the residential and single-

line business service basket. The commission shall approve any

adjustment to the price caps for those two categories of services

within such basket. The commission also shall establish price

caps at the prices existing when the regqulatorvy plan is filed for

certain categories of services to be determined by the commission

within the miscellaneous services basket. The commission shall

approve any adijustments to the price caps for such service

categories.
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17 (e) Prices for individual services may be reduced within the

18 service cateqories established by the commission within a basket.

19 An entire service category within the residential and single-line

20 business basket or miscellaneous services basket mavy be priced

21 below the cap for such categoryv. No sexvice shall be priced below

22 the price floor which will be long-run incremental cost and

23 imputed access charges as determined by the commission.

24 (f) Intrastate toll services within the miscellaneous

25 services basket shall continue to be requlated until the affected

26 logal exchange carrier begins to offer 1+ intraLATA dialing parity

27 through out its service territory, at which time, intrastate toll

28 will be price deregulated, except that prices cannot be set below

29 the price floor The commission shall also price derequlate any

30 individual service or service category upon a finding by the

31 commission that the service or service category is competitive and

32 that there is an alternative provider of the service.

33 (g) A local exchange carrier may petition the commission to

34 designate an individual service or service category within the

35 miscellaneous services basket or the residential and single-line

/S
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business basket for reduced regulation. The commission shall act

upon the petition within 21 days, subject to a suspension period

of an additional 30 days, and upon a good cause showing of the

commission in the suspension order, or within such shorter time as

the commisgion shall approve. The commission shall issue a final

order within the 21 day period or within a 51 day period if a

suspension has been issued.

(h) Following an order granting reduced requlation of an

individual service or service category within the miscellaneous

servicesg basket or the residential and single-line business basket

as set forth in subsection (g), the local exchange carrier may

request downward adjustment in the prices effective upon seven

davs notice, or such shorter time as the commission, and shall not

be suspended for more than 30 days pending anvy final order of the

commission. Such a change will be presumed lawful unless it is

determined the prices are below the price floor or that the price

cap for a categorv within the entire basket has been exceeded.

(i) Upon complaint or request, the commission may investigate

a price deregulated service. The commission shall resume price

requlation upon a determination that the sexrvice is no longer

competitive.

+4di> (4) The commission shall require that for all local
exchange carriers all such price deregulated intralLATA toll
services be geographically averaged statewide and not be priced
below long-run incremental cost.

433 (k) Cost studies to determine price floors shall be
performed as required by the commission in response to complaints.
On or before January 1, 1997, local exchange carriers with more
than 150,000 access lineé in this state shall file with the
commission long-run incremental cost studies for any of its
existing services that the commission requested in its January 4,

1996, order in Docket No. 190,492-U.
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(1) No audit, earnings review or rate case shall be

performed with reference to the-price—cap-plan—and the initial

prices filed as required herein.

(m) Telecommunications carriers shall not be subject to
price regulation, except that: Access charge reductions shall be
passed through to consumers by reductions in basic intrastate toll
prices; and basic toll prices shall remain geographically averaged
statewide. As required under K.S.A. 66-131, and amendments
thereto, and except as provided for in subsection (c¢) of section
5, telecommunications carriers that were not authorized to provide
switched local exchange telecommunications services in this state
as of July 1, 1996, including cable television operators who have
not previously offered telecommunications services, must receive a
certificate of convenience based upon a demonstration of
technical, managerial and financial viability and the ability to
meet quality of service standards established by the commission.
Any telecommunications carrier or other entity seeking such
certificate shall file a statement, which shall be subject to the
commission's approval, specifying with particularity the areas in
which it will offer service, the manner in which it will provide
the service in such areas and whether it will serve both business
customers and residential customers in such areas. Any
structurally separate affiliate of a local exchange carrier that
provides telecommunications services shall be subject to the same
regulatory obligations and oversight as a telecommunications
carrier, as long as the local exchange carrier's affiliate obtains
access to any services or facilities from its affiliated local
exchange carrier on the same terms and conditions as the local
exchange carrier makes those services and facilities available to
other telecommunications carriers. The commission shall oversee
telecommunications carriers to prevent fraud and other practices

harmful to consumers and to ensure compliance with quality of

H/7
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service standards adopted for all local exchange carriers and
telecommunications carriers in the state.

New Sec. 7. On or before January 1, 1997, the commission
shall establish the Kansas lifeline service £funéd program,
hereinafter referred to as the KLSE KLSP. The purpose of the KLSE
KLSP shall be to promote the provision of universal service by
local exchange carriers to persons with low-income exr—special
needs. The XLSE KLSP shall be targeted to maintain affordable

rates for basie residential local exchange service. The

commission shall approve a means test to determine the eligibility

of customers for such low-income assistance. —TheKLSE gchall-

-)> (a) All local exchange carriers and telecommunications

carriers providing long distance service in Kansas shall reduce
their statewide average long distance rates to reflect the net
reductions in access charges set—forth-in-subseetien—{a); however,
such carriers shall be allowed to increase long distance rates to

reflect the KUSF and-KkLSE-cureharge funding requirements set forth

-/5
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in section 4% 9.

“+e)> (b) The commission shall approve, upon not more than 120
days' notice, any basic local exchange price increases that in the
aggregate in any one year are $1.50 or less per access line per
month, that are proposed by any rural telephone company which is
subject to traditional rate of return regulation and that comply
with the requirements of this section. Any such proposed price
increases shall be presumed reasonable and not subject to
commission investigation and review if the rural telephone company
has followed the notice requirements set forth below. However,
the commission shall initiate an investigation if more than 15% of
the subscribers subject to the rate increase request such an
investigation within 60 days of the date of distribution of the
notice of the proposed change. Upon filing such an application
for a rate increase, any rural telephone company seeking
expedited approval of the proposed rate under this section shall
send a notice to its subscribers by regular mail, which may be
included with regular subscriber mailings. Such mailings shall
include the name, mailing address and telephone number of the
commission. The notice shall include a schedule of the proposed
local exchange rates, the effective date of the rates and a
description of the procedures by which the subscribers can
petition the commission to determine the reasonableness of the
proposed rates, including a provision specifically stating that
protest by 15% or more of subscribers subject to the proposed rate
increase would require the commission to initiate an investigation
concerning the reasonableness of the proposed rate increase.

+&)- (c) The commission shall have the right to investigate
and determine the reasonagieness of an increase in local exchange
rates and charges under subsection 4> (b) by any rural telephone
company within one year of the time local exchange rates or
charges are increased. If the commission determines such rate or
charge increases are unreasonable, the commission shall have the
authority to order a rate hearing and, after such hearing, shall

have the authority to rescind all or any portion of the increases

-/
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found to be unreasonable.
New Sec. 9. On or before January 1, 1997, the commission

shall establish the Kansas universal service fund, hereinafter

referred to as the KUSF-=-

20
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(a) The initial amount of the KUSF shall be comprised of

local exchange carrier revenues lost as a result of rate

rebalancing pursuant to subsection (c ) of section 6. Such

revenues shall be recovered on a revenue neutral basis. The

revenue neutral calculation shall be based on the volumes and

revenues for the 12 months prior to September 30, 1996, adijusted

for any rate changes.

(b) The commission shall require every telecommunications

public utility and wireless telecommunications service provider

that provideg intrastate telecommunications services to pavy into

the KUSF on an equitable, nondiscriminatory, specific and

predictable basis.

22
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(¢ ) Pursuant to the federal act, distributions from the KUSF

shall be made in a competitively neutral manner to qualified

telecommunications public utilities and wireless

telecommunications providers, as defined in subsection (e) (1) of

section 214 of the federal act.

(d) The commission shall periodically review the KUSF to

determine if the costs of qualified telecommunications public

utilities and wireless telecommunications service providers to

provide local service justify modification of the KUSF. If the

commission determines that anv changes are needed, the commission

shall modify the KUSF accordingly.

(e) Any qualified telecommunications public utility or

wireless telecommunications provider may reguest supplemental

funding from the KUSF based upon a percentage increase in access

lines over the 12 months period prior to its request. The

supplemental funding shall be incurred for the purpose of

providing services to and within the service area of the gualified

telecommunications public utility or wireless telecommunications

carrier. Supplemental funding from the KUSF shall be used for

infrastructure expenditures necessary to serve additional

customers within the service area of such qualifving utility or

provider. All affected parties shall be allowed to review and

verify a request of such a qualified utilityv or provider for

supplemental funding from the KUSF, and to intervene in any

commission proceeding regarding such reguest. The commission

shall issue an order on the request within 120 davs of filing.

(f) Additional supplemental funding from the KUSF, other

than as provided in subsection (e) of this section, may be

authorized at the discretion of the commission. However, the

commission mav reguire approval of such funding to be based upon a

general rate case filing. With respect to any request for

additional supplemental funding from the KUSF, the commission
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shall act expeditiously, but shall not be subiject to the 120 dav

deadline set forth in subsection (e) of this section.

New Sec. 10. (a)} Local exchange carriers that provided
switched local exchange services in the state prior to January 1,
1996, or their successors, shall serve as the carrier of last
resort in their exchanges and shall be eligible to receive KUSF
and—KLSE funding. However, with respect to the Hill City exchange
area in which multiple carriers were certified prior to January 1,
1996, the commission's determination, subject to court appeals, of
which authorized carrier shall serve as carrier of last resort
ateo—shall-govern-—which-ecarrier is-eligible—for-KUSF-suppext. The
local exchange carrier serving as the carrier of last resort shall

remain the carrier of last resort and shall be entitled to recover

the costs of serving as carrier of last resort until-relieved-eof

“4e) (b) Beginning March 1, 1997, the amount of KUSF and XLSE

funds owed to each legal-exuchange-earrier gualifving

telecommunications public utility or wireless telecommunications

sexrvice provider in the state, based upon the revenue requirements

2 AY
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assigned to the funds for that—local-exchange—ecarrier such
gualifying utility or provider er—that local exchange-scarriexrls

number—of—qgualifyinglifeline—subsexribers shall be allocated by

the fund administrator in equal monthly installments.
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New Sec. 42 11. (a) The commission shall utilize a
competitive bidding process to select a neutral, competent and
bonded third party to administer the KUSF—and-KLSE.

(b) The administrator shall be responsible for: (1)
Collecting and auditing all relevant information from all

providerse qualifying telecommunications public utilities or

wireless telecommunications service providers receiving funds from

or providing funds to the KUSF exrKLSE—including any—providers

minuvtes—ef—use verifving, based on the calculations of each

gualifving telecommunications public utility or wireless

telecommunicationg service provider, the percentage of each such

gqualifyving utility’s or carrier’'s revenues, minus pavments to

intrastate access charge recipients to generate the funds required

by the KUSF and-KLSE; (3) collecting all moneys due to the KUSF

andKLSE from all leng—distanee—providers telecommunications

public utilities and wirelesgs telecommunications service providers

in the state

Jurisdietien; and (4) dlstrlbutlng amounts on a monthly basis due

to ;eeaé—exehaage—eaff%eys gualifving telecommunications public

utilities and wireless telecommunications service providers

receiving KUSF exr—KLSE funding.
(c) Any information made available or received by the

administrator from utilities or providers receiving funds from or

providing funds to the KUSF er—KL&SR —ipcluding—providers—net
subject—to—the commigsieonlo—furicdietieon- shall not be subject to

A-Al
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any provisions of the Kansas open records act and shall be
considered confidential and proprietary.
(d) The administrator shall be authorized to maintain an

action to collect any funds owed by any leocal—exchange—ecarrier

telecommunications eaxrrier—public utility or wireless

telecommunications provider in the district court in the county of

the registered office of such eaxriexr utility or provider or, if
such earrier utility or provider does not have a registered office
in the state, such an action may be maintained in the county where
such earrierls utility’'s or provider's principal office is
located. If such earrier utility or provider has no principal
office in the state, such an action may be maintained in the
district court of any county in which such earrier utility or
provider provides service.

(e) The KUSF amd—KLSE administrator shall be responsible to
ensure that funds do not fall below the level necessary to pay all

amounts collectively owed to all leecal-exchange—ecarriers

gualifying telecommunications public utilities. The administrator

shall have the authority to retain and invest in a prudent and
reasonable manner any excess funds collected in any period to help
ensure that adequate funds are available to cover amounts payable
in other periods.

New Sec. 13 12. i i i g u
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{(a) As used in this section, “the internet” means the

international network of interconnected government, educational,

and commercial computer networks. An “internet service provider”

means an entity that provides end user access to the internet.

Nothing in this section shall be construed to mean that the

commission has any requlatory jurisdiction over internet service

providers. The provisions of this section apply only to those

locations of the state where local (7-digit) internet access is

not available on July 1, 1996, and to those locations where

existing access may be discontinued in the future.

(b) On or after July 1, 1996 and prior to October 1, 1996,

rural telephone companies shall file tariffs with the commission

to provide in any or all portions of their respective service

areas within the state where local internet access is not

available flat-rated or discounted internet access to an intralATA

internet service provider of the customer’'s choice A rural

telephone company shall provide dial-up access to support at least

14.4 kilobit per-second service ubiguitously throughout the

exchange service area, with 28.8 kilobit per-second service made

available to any requesting customer on or before July 1, 1999,

(c ) On or after July 1, 1996 and prior to October 1, 1996,

all local exchange carriers, other than rural telephone companies,

shall file tariffs with the commission in any or all portions of

their respective service areas within the state where local

internet access is not available two flat-rate dial-up plans.

The first plan includes: (1) For off-peak users, a monthly rate

of not more than $15 per line for the hours of 5 p.m. through 7:59

a.m. weekdays and all hours on weekends and federal holidavs.

Calls placed outside this specified off-peak period shall be

billed at prevailing toll rates. (2) For unlimited usage, the

rate shall not exceed $30 per line per month. The commigsgsion

shall waive imputation considerations in reviewing and approving

these service offerings. The second plan shall provide that a

HR-A 7




O W 00 N oo o1 A W N -

W W W W W W N N NN N NN DD Y = = a3 a3 a m
ol b W N =2 O WO N T DD W = O W O N DN

30

discount of 25% from standard tariff rates shall apply for basic

rate ISDN toll charges and dedicated services used to access the

internet. This discount shall only apply to end users accessing

intralLATA internet service providers.

(d) All internet service providers operating in the state

shall register with the commission. Such registration shall

include the name of the internet service provider, the provider's

address, contact name, phone number, and access line numbers.

This information shall be maintained by the commission and

disseminated to all local exchange carriers and rural telephone

companies providing access to internet providers in accordance

with provisions of this section. This information shall be used

to validate customer service requests.

43> (e) During the 1999 session of the Kansas legislature,
the commission shall transmit a report to the chairperson,
vice-chairperson and ranking minority member of the house standing
committee on energy and natural resources, the senate standing
committee on transportation and utilities and the joint committee
on computers and telecommunications concerning implementation of
this section. The report shall include recommendations for
revisions in this section necessitated by technological innovation
or market changes in the telecommunications industry. The report

may also include an expiration date for this section.

New Sec. 44 13. (a) No local exchange carrier or
telecommunications carrier shall honor a request by any person
other than its customer to change the provider of intrastate long
distance or local exchangg_service to such customer in the state,
except: (1) Where the request is placed by a local or long
distance company that has received a letter of agency containing
clear and conspicuous disclosure of such change signed by the
customer authorizing the change; (2) where the customer affected
by the change initiated the contact with the local or long
distance company in order to request the change; (3) where the

customer affected by the change calls a toll-free number to
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confirm the request for change made in response to a contact
initiated by the local exchange or long distance company
requesting the change; or (4) where the commission otherwise
expressly authorizes.

(b) The requisite documentation at a minimum shall identify
a single designated carrier, shall be separate or severable from
any sweepstakes, contest or similar promotional program, shall
contain the telephone number of the account, and shall be signed
by the customer responsible for paying charges on the account. In
the event that a local exchange carrier or telecommunications
carrier changes the primary carrier for any customer based upon
representations that the change was authorized by the customer in
writing or by a customer initiated contact, which is later
disputed by the customer who seeks to be switched back to its
original carrier and is not verified by the carrier requesting the
change, the intrastate long distance or local exchange carrier
requesting the change shall be liable to the customer for any
amount collected from the customer in excess of what the prior
provider would have charged, shall be liable to the local exchange
carrier or telecommunications carrier for the costs of making and
reversing the change, shall be liable for a fine of not less than
$250 per occurrence and shall be liable for any other fines,
penalties or damages provided by law.

Sec. 45 14. K.S.A. 1995 Supp.. 75-4709 is hereby amended to
read as follows: 75-4709. (a) The secretary of administration
shall make—prowisien provide for and coordinate all
telecommunications services for all divisions, departments and
agencies of the state pursuant to policies established by the
Kansas information resources council. The secretary of
administration shall have the authority to control the
acquisition, retention and use of all telecommunications services
for all divisions, departments and agencies of the state, and to
develop and review plans and specifications for telecommunications
services throughout the state.

(b) The secretary of administration, when feasible, may
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extend enter into agreements with any entity defined in this
subsection extending to such entity the use of state intercity
telecommunications facilities and services under the control of

the secretary

As used in this subsection, an "entity" means:

(1) Any governmental unit, including any state agency,
taxing subdivision of the state or municipality; or

(2) any hospital or nonprofit corporation which the
secretary determines to be performing any state function on an
ongoing basis through agreement or otherwise, or any function
which will assist a governmental unit in attaining an objective or
goal bearing a valid relationship to powers and functions of such
unit.

4B} (c) Every record made, maintained or kept by the
secretary of administration or the division of information systems
and communications, or any agency or instrumentality thereof,
which relates to the acquisition, retention or use of
telecommunications services provided to any division, department
or agency of the state, state officer or governmental unit and
which pertains to individually identifiable individuals using such
telecommunication services shall constitute for purposes of the
open records act a record of the division, department or agency of
the state, state officer or governmental unit to which such
records relate amd.. The official custodian of such records for
the purposes of the open‘records act shall be the official
custodian of the records of such division, department or agency of
the state, state officer or governmental unit.

New Sec. 16. No references in this act to local exchange
carriers in the Hill City exchange area shall be considered a
statement of legislative intent for the purpose of determining

which carrier or carriers shall be authorized to provide service

R-SA
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to the exchange.

New Sec. 4+ 16. In order to adequately assess the impact of
TeleKansas I, the commission shall review the capital expenditure
required to be made by telecommunications public utilities
pursuant to subsection (a) of K.S.A. 66-1,197, and amendments
thereto. After review of such expenditures, the commission shall
determine the extent to which such expenditures have not been made
and may issue an order establishing a schedule for completion of
such capital expenditures.

New Sec. 17. The definitions in this act shall not be used

as a basis to determine whether a taxpaver is a public utility for

purposes of K.S.A. 79-5a0l1, and amendments thereto.

New Sec. 18 The commission shall not enforce any provision

of this act nor anvy order entered by authority of this act which

is specifically preempted by the federal act or the rules and

requlations implementing the federal act.

Sec. 19 K.S.A. 66-127 is hereby amended to read as

follows: No common carrier or public utility governed by the

provisions of this act, domestic or foreign, shall hereafter

purchase or acquire, take or hold any part of the capital stock,

bonds or other forms of indebtedness of any competing public

utility or common carrier, either as owner or pledgee, unless

authorized by the commission. Anvy common carrier engaged in

intrastate commerce in this state is prohibited in the

transportation of such commerce, articles or commodities under the

following ¢ircumstances and conditions:

(a) When the article or commodity has been manufactured,

mined or produced by a carrier or under its authorityv and at the

time of the transportation the carrier has not in good faith,

before the act of transportation, disassociated itself from such

article or commoditvy:

(b) when the carrier owns the article or commodity to be

transported, in whole or part:

(¢) when the common carrier at the time of transportation has

a legal or eguitable interest, directly or indirectly, in the

2-33
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article or commodity, except materials and supplies for its own

use.

Every public utility is prohibited from engaging in any

business in this state which is not in conformity with its charter

or in which it is not permitted to engagqge under the laws of the

state of Kansas: Provided, That this section shall not apply to

ownership by railrocads of the stock, bonds, or other forms of

indebtedness of union depot or terminal railrocad properties used

in common by two or more such railroads. The provisions of this

section shall not apply to resellers of telecommunications

services or interexchange carriers.

Sec. +8 20. K.S.A. 66-124, 66-125, 66-127 and 66-1,187 and K.S.A.

1995 Supp.. 75-4709 are hereby repealed.
Sec. 49 21. This act shall take effect and be in force from

and after its publication in the statute book.

H- S



