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MINUTES OF THE HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS.

The meeting was called to order by Chairperson Doug Lawrence at 1:30 p.m. on March 13, 1996 in Room
313-S of the Capitol.
All members were present except:
Committee staff present: Lynne Holt, Legislative Research Department

Bob Nugent, Revisor of Statutes

Mary Ann Graham, Committee Secretary
Conferees appearing before the committee: Richard Lawson - Sprint

Ron Hein - Classic Communications

Others attending: See attached list
Chairman Doug Lawrence called the meeting to order at 1:30 p.m. by saying he would like to have some
resolutions to the committee’s discussions within the next day or so, he announced the committee can meet
tonight, tomorrow morning or whenever the committee would like. He stressed the fact that there is no
pressure being applied to have a decision by the end of today’s meeting but there needs to be a decision by
tomorrow morning so the Senate can consider the committee’s work product.
Lynne Holt, Legislative Research Department, distributed copies of “Timeline for Activities under Sub. for

HB 2728 for the committee’s review. (See Attachment 1) A copy of a fiscal note for HB 3056 was
distributed also.

The Chairman called on Richard Lawson, Sprint, to explain the balloons they submitted to the committee
meeting March 12. Mr. Lawson discussed and explained the language in the balloons. (See Attachment 2)

The Chairman called on Ron Hein, Classic Communications, to explain the language in the balloon his
company has submitted to the committee. Mr. Hein discussed and explained the language in the balloon. (See
Attachment 3)

The Chairman opened the floor for discussion and amendments to:  Substitute Bill 2728

Substitute Bill 2728: Statewide telecommunications network: use by nonprofit

organizations.

Rep. Allen made a motion to adopt Sprint’s amendment on page 6 (m), to add the last sentence, “The
commission shall also recommend if and how the KUSF should be modified”, Rep. Holmes seconded,
discussion followed, motion passed. (See Attachment 4)

Rep. Allen made a motion to adopt Sprint’s amendment on page 11 (d) to add a sentence, Rep. Brvant
seconded, discussion followed, motion failed. (See Attachment 5)

Rep. Allen made a motion to adopt Sprint’s amendment on page 13 (G) to strike date, July 1, 1997, chanee to
“fifteen days”, and “No later than December 31, 1996, the commission shall establish a percentage range
within which individual services may be increased or decreased. Price changes within this range shall be
presumed lawful unless it is determined that the price cap for the entire basket has been exceeded., Rep.
Holmes seconded, discussion followed, motion failed. (See Attachment 6)

Rep. Packer made a motion to remove section C (1) (2) & (3) line 8 page 17, Rep. McClure seconded
discussion followed, motion passed.

Rep. McClure made a motion to change the word “costs to rates”, page 1. (a), line 17. Rep. Holmes
seconded, discussion followed, motion passed.

Rep. McClure made a motion to change language on page 18, (d), Rep. Krehbiel seconded, discussion
followed, motion failed. (See Attachment 7)

The meeting adjourned at 3:15 p.m.

The next meeting is scheduled for March 14, 1996

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported herein have not been submitted to the individuals 1
appearing before the committee for editing or corrections.
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Kansas Legislative Research Department March 13, 1996

TIMELINE FOR ACTIVITIES UNDER SUB. FOR H.B. 2728

(Representative Doug Lawrence’s Proposal As Introduced)

SCHEDULE ACTIVITY

On or before August 1, 1996 " Kansas Corporation Commission (KCC) shall initiate a
- general investigation into, and adopt guidelines concern-
'~ ing, the application of the federal act to the certification
. of telecommunications carriers in service areas of rural
- telephone companies.

On or before September 1, 1996 KCC shall begin to authorize any requesting telecommu-
nications carrier, if certificated, to provide local ex- j
change or exchange access service.

No later than October 31, 1996 KCC shall provide preliminary findings on the general :
’ investigation, to be initiated on or before August 1,
1996.
No later than December 31, 1996 KCC shall issue a final order on the general investiga- -
tion.
- On or before January 1, 1997 ' KCC shall establish a competitively neutral mechanism

to fund dual party relay services for Kansans who are
speech and hearing impaired.

On or before January 1, 1997 KCC shall review services to be included in the defini-
tion of “enhanced universal service.”
On or before January 1, 1997 KCC shall establish a Kansas Lifeline Service Fund.
| On or before January 1, 1997 : KCC shall establish a Kansas Universal Service Fund.
. On or before January 1, 1997 Southwestern Bell must file with the KCC long-rﬁn |

incremental cost (LRIC) studies for any existing services
requested by the KCC in its order of January 4, 1996.

On or before January 1, 1997 KCC shall initiate and complete a proceeding to estab-
lish minimum quality of service standards.

On or after January 1, 1997 and prior to | Each local exchange carrier must file a network infra-

January 1, 1998 - structure plan with the KCC.

| On or after January 1, 1997 and prior to Each local exchange carrier must file a regulatory
January 1, 1998 reform plan with the KCC. j
On March 1, 1997 . A rural telephone company that has not elected price cap '

regulation must restructure its switched and access rates |
to bring its rates and rate structures into parity with its |
corresponding interstate rates and rate structures.
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SCHEDULE ACTIVITY

Beginning March 1, 1997

|
|

|

Rural telephone companies shall be authorized to
increase annually their monthly local residential and

business rates by an amount not to exceed $1.50 until -

- such monthly rates reach an amount equal to statewide

rural telephone company average rates for such services.

{ On March 1, 1997 and annually thereafter

The administrator of KUSF and KLSF shall determine
the surcharge needed to recover all funding and adminis- |

trative costs and notify the carriers and providers of the
surcharge. '

Beginning March 1, 1997

The administrator of Kansas Universal Service Fund
(KUSF) and Kansas Lifeline Service Fund (KI.SF) shall
begin allocating funds in equal monthly installments.

By March 1, 1997

KCC shall implement a funding mechanism for dual

party relay services.

i On June 1, 1997

Any rural telephone company may request supplemental
KUSF support.

On or before July 1, 1997

Any new service introduced after July 1, 1996 shall be
placed in the miscellaneous service basket but shall be
price deregulated after July 1, 1997.

On or before July 1, 1997

KCC shall continue to price regulate miscellaneous
services until a local exchange carrier begins to offer
1+ intral,ATA dialing parity or until July 1, 1997,
whichever occurs first.

| During the 1999 Session

KCC shall report to the 1999 Legislature on the imple-
mentation of Internet provisions.

. After July 1, 1999

Dial-up access to the Internet shall be available to all
customers requesting such service.

" On January 1, 2000

KCC shall prepare and submit a report to the Legislature |

on the effectiveness of the regulatory framework.

On March 1, 2000

The funding of a rural telephone company will be
reduced by the difference between the revenue which
would have been generated by the statewide average
rates of rural telephone companies for local businesses
and residences multiplied by the respective number of
residential and business access lines served by the
company and the actual revenue from local business and
residential rates for the individual rural telephone
company.
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(m) On January 1, 2000, the commission shall prepare and
submit a report to the legislature. The report sﬁall 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 benefit of competition, maximize market
forces and promote development of the telecommunications
infrastructure throughout the state. The commission shall also

recommend if and how the KUSF should be modified.
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(d) A price cap is a maximum price for all services

taken as a whole in a given basket. After the initial three years
of rate rebalancing, and except for any subsequent authorized rate
rebalancing, no adjustment to an individual service price within
the residential and single-line business service basket shall
increase more than the consumer price index. Pricés for services
may be reduced within a basket. An entire basket, if desired by
the local exchange carrier, may be priced below the cap. No
service shall be priced below fixed or volume-sensitive costs
caused by the service. Access charges equal to those paid by
telecommunications carriers to local exchange carriers shall be
imputed as part of the price floor for toll services offered by
such local exchange carriers on a total toll service basis. Any
downward adjustment in the price of services within a price cap not
otherwise reflected in existing tariff rates or rate charges shall
become effective upon fifteen days notice, or such shorter time as
the commission shall approve, if the commission finds that the
tariff applicant has a good faith basis to believe the price
reduction is necessary to meet the price offered by an alternate

provider in the operating area for which the new price applies.
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(g) The price cap for the basket of all miscellaneous

regqgulated services other than residential and single-line business
including touch-tone, and switched access shall be adjusted
annually based on the change in consumer price index minus 1.5
percent. Such services shall continue to be priced regulated until
the affected local exchange carrier begins to offer 1+ intraLATA
dialing parity. The coﬁmission.may price deregulate any individual
service or service category upon a finding that the service or
service category is nonessential for particular residential or
business users or there is an alternate provider of the service.
Changes in the price of services subject to this price cap shall be
effective within fifteen days after a tariff is filed. Such filing
shall include information demonstrating that the price cap for the
entire basket will not be exceeded by the filing. No later than
December 31, 1996, the commission shall eétablish a percentage
range within which individual services may be increased or
decreased. Price changes within this range shall be presumed
lawful unless it is determined that the price cap for the entire

basket has been exceeded.
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(k) Any new service introduced after July 1, 1996, and

prior to July 1, 1997, shall be placed in the miscellaneous service
basket for any local exchange carrier that elected price cap

regulation as part of its regulatory plan.
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New Section 10. Within six months of the efféctive date of

this act, the commission shall develop and implement a process for
supporting universal service, including a definition thereof and a
method for updating the definition periodically. Consistent with
the provisions of this act, the commission shall determine the size
of the fund that is necessary; if such fund can be transitional;
who contributes to the fund and on what basis; who receives
payments from the fund and on what basis; and to what extent the
fund shall support infrastructure improvements. The commission may
adopt any universal service plan that is agreed to by the
commission staff, CURB, all telephone companies and all

telecommunications companies certified prior to January 1, 1996.
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(m) On January 1, 2000, the commission shall 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 benefit of competition, ﬁaximize market
forces and promote development of the telecommunications
infrastructure throughout the state. The commission shall also

recommend if and how the KUSF should be modified.
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(d) A price cap is a maximum price for all services

taken as a whole in a given basket. After the initial three years
of rate rebalancing, and except for any subsequent authorized rate
rebalancing, no adjustment to an individual service price within
the residential énd single-line business service basket shall
increase more than the consumer price index. Pricés for services
may be reduced within a basket. An entire basket, if desired by.
the local exchange carrier, may be priced below the cap. No
service shall be priced below fixed or volume-sensitive costs
caused by the service. Access charges equal to those paid by
telecommunications carriers to local exchange carriers shall be
imputed as part of the price floor for toll services offered by
such local exchange carriers on a total toll service basis. Any
downward adjustment in the price of services within a price cap not
otherwise reflected in existing tariff rates or rate charges shall
become effective upon fifteen days notice, or such shorter time as
the commission shall approve, if the commission finds that the
tariff applicant has a good faith basis to believe the price
reduction is necessary to meet the price offered by an alternate

provider in the operating area for which the new price applies.
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(g) The price cap for the basket of all miscellaneous

requlated services other than residential and single-line business
including touch-tone, and switched access shall be adjusted
annually based on the change in consumer price index minus 1.5
percent. Such services shall continue to be priced regulated until
the affected local exchange carrier begins to offer 1+ intraLATA
dialing parity. The coﬁmission.may price deregulate any individual
service or service category upon a finding that the service or
service category is nonessential for particular residential or
business users or there is an alternate provider of the service.
Changes in the price of services subject to this price cap shall be
effective within fifteen days after a tariff is filed. Such filing
shall include information demonstrating that the price cap for the
entire basket will not be exceeded by the filing. No later than
December 31, 1996, the commission shall eétablish a percentage
range within which individual services may be increased or
decreased. Price changes within this range shall be presumed
lawful unless it is determined that the price cap for the entire

basket has been exceeded.
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McClure #1 On page 18, in line 7, after “(d)”, by inserting “Unless
more than 15% of subscribers subject to a proposed rate
increase by a rural telephone company protest such proposed
rate increase,’;

Also on page 18, inline 22, after the period, by inserting “Such mailings
shall include a post card bearing the address of the commission
and a statement indicating the subscriber’s desire to protest
the proposed rate increase.”; Also on page 18, in line 26, before the
period, by inserting “including a provision specifically stating that
protest by 15% of subscribers subject to the proposed rate
increase would require the commission to initiate an
investigation concerning the reasonableness of the proposed

rate increase pursuant to this section.”.
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