Approved: _February 15. 2010
Date

MINUTES OF THE SENATE UTILITIES COMMITTEE

The meeting was called to order by Chairman Pat Apple at 1:30 p.m. on February 4, 2010, in Room 548-S
of the Capitol.

All members were present except:
Senator Jay Emler- excused

Committee staff present:
Kristen Kellems, Office of the Revisor of Statutes
Matt Sterling, Office of the Revisor of Statutes
Raney Gilliland, Kansas Legislative Research Department
Cindy Lash, Kansas Legislative Research Department
Ann McMorris, Committee Assistant
Jeannine Wallace, Sen.Apple’s Office Assistant

Conferees appearing before the Committee:
John Idoux, Centurylink
Mark P. Johnson, U.S. Cellular
Don Low, KCC
Dan Jacobsen, AT&T

Others attending: See attached list.

Approval of Minutes

Moved by Senator Reitz, seconded by Senator Masterson, to approve the minutes of the meetings of the
Senate Utilities Committee held on January 19, January 21, January 27 and January 28 of 2010. Motion

carried.

AT&T provided information to the committee, per request, concerning the KCC’s administrative meeting of
Oct. 2,2009. (Attachment 1)

Chair opened hearing on:
SB 450- Enabling certain telecommunications carriers to spend federal universal service fund moneys

Kristen Kellems, Office of Revisor of Statutes, provided a summary of the provisions of SB 450.
(Attachment 2)

Proponents:
Mark P. Johnson, U.S. Cellular, noted passage of SB 450 will accomplish two basis goals: (1) it will correct
an erroneous decision of the KCC, and (2) it will result in the construction of many more cellular towers in

certain rural areas of Kansas. (Attachment 3)

Opponents:
John Idoux, CenturyLink, is opposed to SB 450 becausse it is an attempt to circumvent the authority of the
KCC and legislatively expand the allowable uses of federal universal service funds. (Attachment 4)

Don Low, KCC, presented a summary of KCC considerations of the issue that is the subject of SB 450 in a
2007 docket. (Attachment 5)

Neutral:
Dan Jacobsen, president, AT&T Kansas, explained AT&T neutrality. (Attachment 6)

Committee asked for information on (1) cost of towers, (2) areas in Kansas serviced by U.S. Cellular,
(3) funds availability to various service companies, and (4) service in rural areas.

Chair closed hearing on SB 450

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 appearing before the committee for editing or corrections. Page 1




CONTINUATION SHEET

Minutes of the Senate Utilities Committee at 1:30 p.m. on February 4, 2010, in Room 548-S of the
Capitol.

Chair opened hearing on:

SB 402 - Demonstrations by local telecommunications carriers

Kristen Kellems, Office of Revisor of Statutes, provided a summary of the provisions of SB 402.
(Attachment 7)

Chair continued hearing on SB 402 to Monday, February 8, 2010.
The next meeting is scheduled for February 8, 2010.

The meeting was adjourned at 2:30 p.m.

Respectfully submitted,

Ann McMorris
Committee Assistant

Attachments - 7

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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Bruce A. Ney AT&T Kansas
at&t General Attorney 220 SE Sixth Street
Room 515

Topeka, Kansas 66603-3596

T:785.276.8413
F: 785.276.1948
bruce.ney@att.com

February 3, 2010

Senator Pat Apple

Chairman, Kansas Senate Utilities Committee
300 SW 10", Rm 242-E

Topeka, KS

Senator Janis Lee

Ranking Minority Member, Senate Utilities Committee
300 SW 10", Rm 142-E

Topeka, KS

Re: Request for production of information from AT&T Kansas concerning the
Kansas Corporation Commission’s Administrative Meeting of October 2,
2009

Dear Chairman Apple and Senator Lee:

In response to Senator Lee’s February 1, 2010, verbal request of AT&T Kansas
President Dan during the Senate Utilities Committee’s hearing on Senate Bill 384,
AT&T Kansas herewith produces the following documentation:

1) Email last dated September 3, 2009 from Janet Buchanan of the KCC
Staff to Cyndi Gallagher of AT&T Kansas, re: Number of access line
currently price deregulated.

2) Email dated September 9, 2009 from Janet Buchanan to Cyndi
Gallagher with copied recipients, re: suggestions for ATT’s proposed
legislation.

3) Email dated September 16, 2009 from Janet Buchanan to Cyndi
Gallagher and Bruce Ney of AT&T, re: Legislative Proposal.

4) Email dated September 25, 2009 from Janet Buchanan to Cyndi
Gallagher with copied recipients, re: Meetings on Legislative Proposal.

5) Email dated September 30, 2009 from Cyndi Gallagher to Kansas
Corporation Commissioner Joe Harkins with copied recipients; re:
additional information. Also attached is the printed “cover letter”
referenced in the email. The attachment referred to as “Kansas Line

Senate Utilities Committee
February 4, 2010
Attachments 1-1
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Loss.pdf’ is not included herein as it contains highly confidential and
proprietary commercial and competitive information of AT&T Kansas.

6) Email dated October 5, 2009 from Janet Buchanan to Cyndi Gallagher
with copied recipients, re: Legislation.

7) Email dated October 7, 2009 from Cyndi Gallagher to Janet Buchanan
with copied recipients re: Revised 10-6-09 Draft Version of AT&T 2010
Legislation. A printed copy of the Revised 10-6-09 Draft Version of
AT&T 2010 Legislation is included herewith.

AT&T Kansas trusts you will find the enclosed information helpful and fully
responsive to Senator Lee’s request. If you have any questions concerning this
matter, please do not hesitate to contact me directly at your earliest convenience.
Sincerely,

A

Bruce A. Ney
General Attorney

CC: Mr. Jacobsen
Ms. Gallagher
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GALLAGHER, CYNDI (ATTSI)

From: | Janet Buchanan {j.buchanan@kcc.ks.gov]

Sent: Wednesday, October 07, 2009 1:11 PM

To: GALLAGHER, CYNDI (ATTSI)

Cc: Don Low; Christine Aarnes

Subject: RE: Revised 10-6-09 Draft Version of AT&T 2010 Legislation
Sensitivity: Confidential

This looks like what we have agreed to --- and we will be neutral on the

bill if it is introduced in this form.
Thanks
Janet

----- Original Message-----

From: GALLAGHER, CYNDI (ATTSI) [mailto:cg6985@att.com]

Sent: Wednesday, October 07, 2009 10:54 AM

To: Janet Buchanan

Subject: Revised 10-6-09 Draft Version of AT&T 2010 Legislation
Sensitivity: Confidential

Privileged and Confidential

Attorney/Client Communication -- Attorney Work Product

AT&T Proprietary (Restricted)

Only for use by authorized individuals within the AT&T companies and not

for general distribution.

Janet,

Attached per my voice mail is a revised draft which has been updated per
your and Dan's conversation i.e. eliminates the reference to the FCC
Truth-in-Billing standards and extends the urban/rural rate
comparability guarantee by 1 year.

<<2010 Deregulation Bill Draft v10-06-09.docx>>



AT&T Kansas
2010 Proposed Legislation
October 6, 2009

66-2005

Chapter 66.--PUBLIC UTILITIES
Article 20.--TELECOMMUNICATIONS

66-2005. Telecommunications; infrastructure development; universal
service requirements; rate rebalancing; price cap regulation; price deregulation;
when; exceptions; commission report; individual customer pricing; price
reregulation. [See Revisor's Note] (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 universal
service capabilities by July 1, 1998, and the deployment of enhanced universal
service capabilities by July 1, 2003, as defined pursuant to subsections (p) and (q) of
K.S.A. 66-1,187, and amendments thereto, respectively. With respect to enhanced
universal service, such schedules shall provide for deployment of ISDN, or its
technological equivalent, or broadband facilities, only upon a firm customer order for
such service, or for deployment of other enhanced universal services by a local
exchange carrier. After receipt of such an order and upon completion of a deployment
plan designed to meet the firm order or otherwise provide for the deployment of
enhanced universal service, a local exchange carrier shall notify the commission. The
commission shall approve the plan unless the commission determines that the
proposed deployment plan is unnecessary, inappropriate, or not cost effective, or
would create an unreasonable or excessive demand on the KUSF. The commission
shall take action within 90 days. If the commission fails to take action within 90 days,
the deployment plan shall be deemed approved. This approval process shall continue
until July 1, 2000. 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 required 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. Carriers that elect price cap regulation shall
be exempt from rate base, rate of return and earnings regulation. However, the
commission may resume such regulation upon finding, after a hearing, that a carrier
that is subject to price cap regulation has: violated minimum quality of service
standards pursuant to subsection (1) of K.S.A. 66-2002, and amendments thereto;
been given reasonable notice and an opportunity to correct the violation; and failed to
do so. Regulatory reform plans also shall include:

(1) A commitment to provide existing and newly ordered point-to-point broadband
services to: Any hospital as defined in K.S.A. 65-425, and amendments thereto; any
school accredited pursuant to K.S.A. 72-1101 et seq., and amendments thereto; any
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, or the technological
equivalent, at prices which are uniform throughout the carrier's service area. Local
exchange carriers shall not be required to allow retail customers purchasing the
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foregoing discounted services to resell those services to other categories of
customers. Telecommunications carriers may purchase basic rate ISDN services, or
the technological equivalent, for resale in accordance with K.S.A. 66-2003, and
amendments thereto. The commission 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.

(c) Subject to the commission's approval, all local exchange carriers shall reduce
intrastate access charges to interstate levels as provided herein. Rates for intrastate
switched access, and the imputed access portion of toll, shall be reduced over a
three-year period with the objective of equalizing interstate and intrastate rates in a
revenue neutral, specific and predictable manner. The commission is authorized to
rebalance local residential and business service rates to offset the intrastate access
and toll charge reductions. Any remaining portion of the reduction in access and toll
charges not recovered through local residential and business service rates shall be
paid out from the KUSF pursuant to K.S.A. 66-2008, and amendments thereto. Each
rural telephone company shall adjust its intrastate switched access rates on March 1
of each odd-numbered year to match its interstate switched access rates, subject to
the following:

(1) Any reduction of a rural telephone company's cost recovery due to reduction
of its interstate access revenue shall be recovered from the KUSF;

(2) any portion of rural telephone company reductions in intrastate switched
access rates which would result in an increase in KUSF recovery in a single year
which exceeds .75% of intrastate retail revenues used in determining sums which may
be recovered from Kansas telecommunications customers pursuant to subsection (a)
of K.S.A. 66-2008, and amendments thereto, shall be deferred until March 1 of the
next following odd-numbered year; and

(3) no rural company shall be required at any time to reduce its intrastate
switched access rates below the level of its interstate switched access rates.

(d) Beginning March 1, 1997, each rural telephone company shall have the
authority to increase annually its monthly basic local residential and business service
rates by an amount not to exceed $1 in each 12-month period until such monthly rates
reach an amount equal to the statewide rural telephone company average rates for
such services. The statewide rural telephone company average rates shall be the
arithmetic mean of the lowest flat rate as of March 1, 1996, for local residential service
and for local business service offered by each rural telephone company within the
state. In the case of a rural telephone company which increases its local residential
service rate or its local business service rate, or both, to reach the statewide rural
telephone company average rate for such services, the amount paid to the company
from the KUSF shall be reduced by an amount equal to the additional revenue
received by such company through such rate increase. In the case of a rural
telephone company which elects to maintain a local residential service rate or a local
business service rate, or both, below the statewide rural telephone company average,
the amount paid to the company from the KUSF shall be reduced by an amount equal
to the difference between the revenue the company could receive if it elected to
increase such rate to the average rate and the revenue received by the company.

(e) For purposes of determining sufficient KUSF support, an affordable rate for
local exchange service provided by a rural telephone company subject to traditional
rate of return regulation shall be determined as follows:

[-S
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(1) For residential service, an affordable rate shall be the arithmetic mean of
residential local service rates charged in this state in all exchanges served by rural
telephone companies and in all exchanges in rate groups 1 through 3 as of February
20, 2002, of all other local exchange carriers, weighted by the number of residential
access lines to which each such rate applies, and thereafter rounded to the nearest
quarter-dollar, subject to the following provisions:

(A) If arural telephone company's present residential rate, including any
separate charge for tone dialing, is at or above such weighted mean, such rate shall
be deemed affordable prior to March 1, 2007.

(B) If arural telephone company's present residential rate, including any
separate charge for tone dialing, is below such average: (i) Such rate shall be deemed
affordable prior to March 1, 2003; (ii) as of March 1, 2003, and prior to March 1, 2004,
a rate $2 higher than the company's present residential monthly rate, but not
exceeding such weighted mean, shall be deemed affordable; (iii) as of March 1, 2004,
and prior to March 1, 2005, a rate $4 higher than the company's present residential
monthly rate, but not exceeding such weighted mean, shall be deemed affordable;
and (iv) as of March 1, 2005, and prior to March 1, 2006, a rate $6 higher than the
company's present residential monthly rate, but not exceeding such weighted mean,
shall be deemed affordable.

(C) As of March 1, 2007, and each two years thereafter, an affordable residential
service rate shall be the weighted arithmetic mean of local service rates determined
as of October 1 of the preceding year in the manner hereinbefore specified, except
that any increase in such mean exceeding $2 may be satisfied by increases in a rural
telephone company's residential monthly service rate not exceeding $2 per vear,
effective March 1 of the year when such mean is determined, with the remainder
applied at the rate of $2 per year, but not to exceed the affordable rate.

(2) For single line business service at any time, an affordable rate shall be the
existing rate or an amount $3 greater than the affordable rate for residential service as
determined under provision (1) of this subsection, whichever is higher, except that any
increase in the business service affordable rate exceeding $2 may be satisfied by
increases in a rural telephone company's business monthly service rate not exceeding
$2 per year, effective March 1 of the year when such rate is determined, with the
remainder applied at the rate of $2 per year, but not to exceed the affordable rate.

(3) Any flat fee or charge imposed per line on all residential service or single line
business service, or both, other than a fee or charge for contribution to the KUSF or
imposed by other governmental authority, shall be added to the basic service rate for
purposes of determining an affordable rate pursuant to this subsection.

(4) Not later than March 1, 2003, tone dialing shall be made available to all local
service customers of each rural telephone company at no charge additional to any
increase in the local service rate to become effective on that date. The amount of
revenue received as of March 1, 2002, by a rural telephone company from the
provision of tone dialing service shall be excluded from reductions in the company's
KUSF support otherwise resulting pursuant to this subsection.

(5) Arural telephone company which raises one or more local service rates on
application made after February 20, 2002, and pursuant to subsection (b) of K.S.A.
66-2007, and amendments thereto, shall have the level of its affordable rate increased
by an amount equal to the amount of the increase in such rate.

(6) Upon motion by a rural telephone company, the commission may determine a
higher affordable local residential or business rate for such company if such higher
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rate allows the company to provide additional or improved service to customers, but
any increase in a rural telephone company's local rate attributable to the provision of
increased calling scope shall not be included in any subsequent recalculation of
affordable rates as otherwise provided in this subsection.

(7) A uniform rate for residential and single line business local service adopted
by a rural telephone company shall be deemed an affordable rate for purposes of this
subsection if application of such uniform rate generates revenue equal to that which
would be generated by application of residential and business rates which are
otherwise deemed affordable rates for such company under this subsection.

(8) The provisions of this subsection relating to the implementation of an
affordable rate shall not apply to rural telephone companies which do not receive
KUSF support. When recalculating affordable rates as provided in this subsection, the
rates used shall include the actual rates charged by rural companies that do not
receive KUSF support.

(f) 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 services; and miscellaneous services. The
commission shall establish price caps at the prices existing when the regulatory plan
is filed subject to rate rebalancing as provided in subsection (c) 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 establish a formula for adjustments to the price caps.
The commission also shall establish price caps at the prices existing when the
regulatory plan is filed for the miscellaneous services basket. The commission shall
approve any adjustments to the price caps for the miscellaneous service basket, as
provided in subsection (g).

(g) On or before January 1, 1997, the commission shall issue a final order in a
proceeding to determine the price cap adjustment formula that shall apply to the price
caps for the local residential and single-line business and the miscellaneous services
baskets and for sub-categories, if any, within those baskets. In determining this
formula, the commission shall balance the public policy goals of encouraging
efficiency and promoting investment in a quality, advanced telecommunications
network in the state. The commission also shall establish any informational filing
requirements necessary for the review of any price cap tariff filings, including price
increases or decreases within the caps, to verify such caps would not be exceeded by
any proposed price change. The adjustment formula shall apply to the price caps for
the local residential and single-line business basket after December 31, 1999, and to
the miscellaneous services basket after December 31, 1997. The price cap formula,
but not actual prices, shall be reviewed every five years.

(h) The price caps for the residential and single-line business service basket
shall be capped at their initial level until January 1, 2000, except for any increases
authorized as a part of the revenue neutral rate rebalancing under subsection (c). The
price caps for this basket and for the categories in this basket, if any, shall be adjusted
annually after December 31, 1999, based on the formula determined by the
commission under subsection (g).

(i) The price cap for the switched access service basket shall be set based upon
the local exchange carrier's intrastate access tariffs as of January 1, 1997, except for
any revenue neutral rate rebalancing authorized in accordance with subsection (c).
Thereafter, the cap for this basket shall not change except in connection with any
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subsequent revenue neutral rebalancing authorized by the commission under
subsection (c).

(i) The price caps for the miscellaneous services basket shall be adjusted
annually after December 31, 1997, based on the adjustment formula determined by
the commission under subsection (g).

(k) A price cap is a maximum price for all services taken as a whole in a given
basket. Prices for individual services may be changed within the service categories, if
any, established by the commission within a basket. An entire service category, if any,
within the residential and single-line business basket or miscellaneous services
basket may be priced below the cap for such category. Unless otherwise approved by
the commission, no service shall be priced below the price floor which will be long-run
incremental cost and imputed access charges. 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 local exchange carriers on a toll service basis.

(I) A local exchange carrier may offer promotions within an exchange or group of
exchanges. All promotions shall be approved by the commission and may not be
unjust, unreasonably discriminatory or unduly preferential.

(m) Unless the commission authorizes price deregulation at an earlier date,
intrastate toll services within the miscellaneous services basket shall continue to be
regulated until the affected local exchange carrier begins to offer 1+ intraLATA dialing
parity throughout its service territory, at which time intrastate toll will be price
deregulated, except that prices cannot be set below the price floor.

(n) On or before July 1, 1997, the commission shall establish guidelines for
reducing regulation prior to price deregulation of price cap regulated services in the
miscellaneous services basket, the switched access services basket, and the
residential and single-line business basket.

(o) Subsequent to the adoption of guidelines pursuant to subsection (n), the
commission shall initiate a petitioning procedure under which the local exchange
carrier may request rate range pricing. The commission shall act upon a petition within
21 days, subject to a 30-day extension. The prices within a rate range shall be tariffed
and shall apply to all customers in a nondiscriminatory manner in an exchange or
group of exchanges.

(p) A local exchange carrier may petition the commission to designate an
individual service or service category, if any, within the miscellaneous services basket,
the switched access services basket or the residential and single-line business basket
for reduced regulation. The commission shall act upon a petition for reduced
regulation within 21 days, subject to an extension period of an additional 30 days, and
upon a good cause showing of the commission in the extension order, or within such
shorter time as the commission shall approve. The commission shall issue a final
order within the 21-day period or within a 51-day period if an extension has been
issued. Following an order granting reduced regulation of an individual service or
service category, the commission shall act on any request for price reductions within
seven days subject to a 30-day extension. The commission shall act on other
requests for price cap adjustments, adjustments within price cap plans and on new
service offerings within 21 days subject to a 30-day extension. 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 category, if any, within the entire basket has been exceeded.

|r%
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(gq) (1) Beginning July 1, 2008, price regulation of telecommunications services in
the residential and single-line business service basket and the miscellaneous services
basket for local exchange carriers subject to price cap regulation shall be as follows:

(A) Packages or bundles of services shall be price deregulated statewide,
however the individual telecommunication service components of such packages or
bundles shall remain available for purchase on an individual basis at prices subject to
price cap regulation in any exchange in which the standards in subsection (q)(1)(B),
(C) or (D) have not been met. If standards in subsection (q)(1)(B), (C) or (D) have
been met, the individual telecommunication service components of such packages or
bundles shall remain available for purchase on an individual basis and prices for
packages or bundles shall not exceed the sum of the highest prices of the ala carte
components of the package or bundle;

(B) in any exchange in which there are 75,000 or more local exchange access
lines served by all providers, rates for all telecommunications services shall be price
deregulated;

(C) in any exchange in which there are fewer than 75,000 local exchange access
lines served by all providers, the commission shall price deregulate all business
telecommunication services upon a demonstration by the requesting local
telecommunications carrier that there are two or more nonaffiliated
telecommunications carriers or other entities, that are nonaffiliated with the local
exchange carrier, providing local telecommunications service to business customers,
regardless of whether the entity provides local service in conjunction with other
services in that exchange area. One of such nonaffiliated carriers or entities shall be
required to be a facilities-based carrier or entity and not more than one of such
nonaffiliated carriers or entities shall be a provider of commercial mobile radio
services in that exchange;

(D) in any exchange in which there are fewer than 75,000 local exchange access
lines served by all providers, the commission shall price deregulate all residential
telecommunication services upon a demonstration by the requesting local
telecommunications carrier that there are two or more nonaffiliated
telecommunications carriers or other entities, that are nonaffiliated with the local
exchange carrier, providing local telecommunications service to residential customers,
regardless of whether the entity provides local service in conjunction with other
services in that exchange area. One of such nonaffiliated carriers or entities shall be
required to be a facilities-based carrier or entity and not more than one of such
nonaffiliated carriers or entities shall be a provider of commercial mobile radio
services in that exchange;

(E) rates for lifeline services shall remain subject to price cap regulation;

(F) up to and continuing until July 1, 2008, rates for the initial residential local
exchange access line and up to four business local exchange access lines at one
location shall remain subject to price cap regulation. On and after July 1, 2008, the
local exchange carrier shall be authorized to adjust such rates without commission
approval by not more than the percentage increase in the consumer price index for all
urban consumers, as officially reported by the bureau of labor statistics of the United
States department of labor, or its successor index, in any one year period and such
rates shall not be adjusted below the price floor established in subsection (k). Such
rates shall not be affected by purchase of one or more of the following: Call
management services, intraLATA long distance service or interLATA long distance
service; and
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(G) local exchange carriers shall offer a uniform price throughout each such
exchange for services subject to price deregulation, under this subsection, including
packages or bundles of services, except as provided in subsection (1) or as otherwise
approved by the commission.

(2) For the purposes of this subsection:

(A) Any entity providing voice service shall be considered as a local
telecommunications service provider regardless of whether such entity is subject to
regulation by the commission; (

(B) a provider of local telecommunications service that requires the use of a third
party, unaffiliated broadband network or dial-up internet network for the origination of
local voice service shall not be considered a local telecommunications service
provider;

(C) telecommunications carriers offering only prepaid telecommunications
service shall not be considered entities providing local telecommunications service.

(3) If the services of a local exchange carrier are classified as price deregulated
under this subsection, the carrier may thereafter adjust its rates for such price
deregulated services upward or downward as it determines appropriate in its
competitive environment, with tariffs for such services deemed effective upon filing
with the commission. Price deregulated services shall be subject to the price floor in
subsection (k), and shall not be unreasonably discriminatory or unduly preferential
within an exchange. ,

(4) The commission shall act upon a petition filed pursuant to subsection
(9)(1)(C) or (D) within 21 days, subject to an extension period of an additional 30
days, and upon a good cause showing of the commission in the extension order, or
within such shorter time as the commission shall approve. The commission shall issue
a final order within the 21-day period or within a 51-day period if an extension order
has been issued.

(5) The commission may resume price cap regulation of a local exchange carrier,
deregulated under this subsection upon finding, after a hearing, that such carrier has:
Violated minimum quality of service standards pursuant to subsection (1) of K.S.A. 66-
2002, and amendments thereto; been given reasonable notice and an opportunity to
correct the violation; and failed to do so.

(6) The commission on July 1, 2006, and on each date that any service is
deregulated, shall record the rates of each service which has been price deregulated
in each exchange.

(7) Prior to January 1, 2007, the commission shall determine the weighted,
statewide average rate of nonwireless basic local telecommunications service as of
July 1, 2006. Prior to January 1, 2007, and annually thereafter, the commission shall
determine the weighted, average rate of nonwireless basic local telecommunications
services in exchanges that have been price deregulated pursuant to subsection
(9)(1)(B), (C) or (D). The commission shall report its findings on or before February 1,
2007, and annually thereafter to the governor, the legislature and each member of the
standing committees of the house of representatives and the senate which are
assigned telecommunications issues. The commission shall also provide in such
annual report any additional information it deems useful in determining the impact of
price deregulation on consumers and the competitive environment, including, but not
limited to, the rates recorded under paragraph (6) of this subsection, the current rates
for services in price deregulated exchanges, changes in service offerings available in
price deregulated exchanges and the change in the number of competitors in price

'-IO
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deregulated exchanges. If the commission finds that the weighted, average rate of
nonwireless basic local telecommunications service, in exchanges that have been
price deregulated pursuant to subsection (q)(1)(B), (C) or (D) in any one year period is
greater than the weighted, statewide average rate of nonwireless basic local
telecommunications service as of July 1, 2008, multiplied by one plus the percentage
increase in the consumer price index for goods and services for the study periods, or
the commission believes that changes in state law are warranted due to the status of
competition, the commission shall recommend to the governor, the legislature and
each member of the standing committees of the house of representatives and the
senate which are assigned telecommunications issues such changes in state law as
the commission deems appropriate and the commission shall also send a report of
such findings to each member of the legislature.

(8) For the purposes of this subsection:

(A) "Packages or bundles of services" means the offering of a local
telecommunications service with one or more of the following, subscribed together, as
one service option offered at one price, one or more call management services,
intraLATA long distance service, interLATA long distance service, internet access,
video services or wireless services. Packages or bundles of services shall not include
only a single residential local exchange access line or up to four business local
exchange access lines at one location and intraLATA long distance service or
interLATA long distance service, or both;

(B) "local telecommunications service" means two-way voice service capable of
being originated and terminated within the exchange of the local exchange
telecommunications company seeking price deregulation of its services, regardless of
the technology used to provision the voice service;

(C) "broadband network" means a connection that delivers services at speeds
exceeding two hundred kilobits per second in both directions;

(D) "prepaid telecommunications service" means a local service for which
payment is made in advance that excludes access to operator assistance and long
distance service;

(E) "facilities based carrier" means a telecommunications carrier or entity
providing local telecommunications service either wholly or partially over its own
network. Facilities based carrier shall not include any radio communication services
provider licensed by the federal communications commission to provide commercial
mobile radio services; and

(F) "call management services" means optional telecommunications services that
allow a customer to manage call flow generated over the customer's local exchange
access line.

(r) (1) Upon complaint or request, the commission may investigate a price
deregulated service.

(2) The commission shall resume price cap regulation of a service provided in
any exchange area by placing it in the appropriate service basket, as approved by the
commission, upon a determination by the commission that the conditions in
subsection (q)(1)(C) or (D) are no longer satisfied in that exchange area.

(3) The commission shall resume price cap regulation of business services in
any exchange meeting the conditions of subsection (q)(1)(B) by placing it in the
appropriate service basket, as approved by the commission, upon a determination by
the commission that the following condition is not met: There are at least two
nonaffiliated telecommunications carriers or other entities, that are nonaffiliated with
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the local exchange carrier, providing local telecommunications service to business
customers, regardless of whether the entity provides local service in conjunction with
other services in that exchange area. One of such nonaffiliated carriers or entities
shall be required to be a facilities-based carrier or entity and not more than one such
nonaffiliated carriers or entities shall be a provider of commercial mobile radio
services in that exchange.

(4) The commission shall resume price cap regulation of residential services in
any exchange meeting the conditions of subsection (q)(1)(B) by placing it in the
appropriate service basket, as approved by the commission, upon a determination by
the commission that the following condition is not met: There are at least two or more
nonaffiliated telecommunications carriers or other entities, that are nonaffiliated with
the local exchange carrier, providing local telecommunications service to residential
customers, regardless of whether the entity provides local service in conjunction with
other services in that exchange area. One of such nonaffiliated carriers or entities
shall be required to be a facilities-based carrier or entity and not more than one such
nonaffiliated carriers or entities shall be a provider of commercial mobile radio
services in that exchange.

(s) The commission shall require that for all local exchange carriers all such price
deregulated basic intralATA toll services be geographically averaged statewide and
not be priced below the price floor established in subsection (k).

(t) Cost studies to determine price floors shall be performed as required by the
commission in response to complaints. In addition, notwithstanding the exemption in
subsection (b), the commission may request information necessary to execute any of
its obligations under the act. In response to a complaint that a price deregulated
service is priced below the price floor set forth in subsection (k), the commission shall
issue an order within 60 days after the filing of the complaint unless the complainant
agrees to an extension.

(u) Alocal exchange carrier may petition for individual customer pricing. The
commission shall respond expeditiously to the petition within a period of not more than
30 days subject to a 30-day extension.

(v) No audit, earnings review or rate case shall be performed with reference to
the initial prices filed as required herein.

(w) (1) 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 K.S.A. 66-2004,
and amendments thereto, 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
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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 service standards
adopted for all local exchange carriers and telecommunications carriers in the state;

(2) Telecommunications carriers shall not be required to file individual case
basis contracts with the commission.

(3) Notwithstanding any provision of law to the contrary, effective July 1, 2011:

(A)(1) no telecommunications carrier shall file with the commission any tariff
with respect to telecommunications service;

(2) telecommunications carriers shall be required to make information on
service terms available on public websites or post such information (or otherwise
make such information available) at company locations that are accessible to the
public.

(B) Prior to the effective date:
(1) the commission shall adopt rules for telecommunications carriers to follow
in complying with the provisions of subsection (w)(3)(A)(1) and (2);

(2) telecommunications carriers shall provide customers with notice regarding

the availability of rate information.

(x) Beginning July 1, 2010,

(1) Any local exchange carrier in which a majority of its total lines in the state
are price deregulated pursuant to the provisions of subsection (q) may elect instead to
be no longer regulated as a local exchange carrier and instead be regulated under
this Act as a telecommunications carrier, except as set forth in this subsection (x). A
local exchange carrier electing such deregulation shall be referred to herein as an
“electing carrier”. Any local exchange carrier may elect such electing carrier status by
providing the commission with at least 90 days written notice. The notice of election
shall include a verified statement that a majority of the electing carrier’s lines are price
deregulated. Except as provided in this subsection (x), an electing carrier shall be
subject to no more regulation by the commission than the commission applies to any
other telecommunications carrier operating in the State.

(2) An electing carrier shall not be subject to price regulation and shall be
subject to non-discriminatory regulation in the same manner as all other
telecommunications carriers operating in the State, except that an electing carrier
shall remain subject to (i) the commission’s minimum quality of service standards, and
penalties for failure to meet such standards, applicable to all local exchange carriers
and telecommunications carriers in the state pursuant to K.S.A. 66-2002, provided,
however, that the commission may not resume price regulation in the case of an
electing carrier’s failure to meet such minimum quality of service standards; (ii) K.S.A.
66-2003 (resale terms and conditions); (iii) subsections (q)(1)}G) of K.S.A. 66-2005a
(uniform prices throughout each exchange); (iv) K.S.A 66-2006 (lifeline service
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program) and the rate for lifeline service shall remain under commission regulation;
and (v) K.S.A. 66-2008 (contributions to the Kansas universal service fund).

(3) An electing carrier shall be relieved of carrier of last resort obligations under
K.S.A. 66-2009. Even though an electing carrier shall be relieved of carrier of last
resort obligations, the electing carrier shall continue to make voice services available,
using any technology, to all customers in its designated service areas.

(4) Up to and continuing until July 1, 2015, an electing carrier’s basic rates for
stand alone residential local telecommunications service for exchange lines in rural
exchanges shall be no higher than such rates for exchange lines in urban exchanges.
An exchange with fewer than 2,500 exchange access lines shall be considered a rural
exchange and an exchange with greater than 75,000 exchange access lines shall be
considered an urban exchange.

(5) An electing carrier shall continue to participate in the Kansas lifeline service
program and automatically enroll its customers in the program pursuant to the
requirements of K.S.A. 66-2006.

(6) An electing carrier shall be relieved of any obligation imposed on local
exchange carriers under K.S.A. 66-2011.

(7) An electing carrier shall not be required to publish, issue or distribute dated,
paper printed copies of telephone directories. An electing carrier may choose to make
any publication, issuance or distribution of a directory in the format and technology of
the electing carrier's choosing.

(8) Nothing in this section modifies the requirement that the commission report
to the legislature as required by subsection (q)(7).

11

114



GALLAGHER, CYNDI (ATTSI)

From: Janet Buchanan [j.buchanan@kcc.ks.gov]
Sent: Monday, October 05, 2009 2:25 PM

To: GALLAGHER, CYNDI {ATTSI)

Cc: Don Low; Christine Aarnes

Subject: Legislation

Cyndi:

Dan spoke to me last Friday and offered to extend the cap on rural rates for one more year and drop the billing standards
issue from the proposal if the Commission would lend its support to the bill. | have discussed with the Commissioners.
The majority indicate that they would be willing to remain neutral on the bill if the cap on rural rates is extended by one
year and the billing standards issue is dropped.

Let me know if this will work for ATT.

Thanks

Janet
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GALLAGHER, CYNDI (ATTSI)

From: GALLAGHER, CYNDI (ATTSI)

Sent: Wednesday, September 30, 2009 11:42 AM

To: j.harkins@kcc.ks.gov'

Cc: ‘t.wright@kcc.ks.gov'; 'Michael C. Moffet'; 'Janet Buchanan'
Subject: Additional information

Commissioner Harkins,
Am forwarding additional information in follow-up to our discussion on Tuesday.

Cover letter:

Commissioner
Harkins.docx

Informa_tion referred to in letter:

_3-\
As
Kansas Line
Loss.pdf

Cyndi Gallagher
Director-Regulatory, AT&T Kansas
(785) 276-8761

This e-mail and any files transmitted with it are AT&T Property, are confidential, and are intended solely for the use of the individual or
entity to whom this e-mail is addressed. If you are not one of the named recipient(s) or otherwise have reason to believe that you have
received this message in error, please notify the sender and delete this message immediately from your computer. Any other uses,
retention, dissemination, forwarding, printing, or copying of this e-mail is strictly prohibited.
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September 30, 2009
Commissioner Harkins,

In our meeting on Tuesday morning regarding legislation to reform landline regulation, you indicated
that it would be helpful to see data on competition in rural exchanges. Here is a spreadsheet which
compare AT&T’s 2000 Annual Report access line counts with AT&T’s access line counts as of July, 2009. |
thought the data might be of interest to you based upon your comment so am attaching the
information. The data (and ultimate access line loss calculation) is initially summarized into three
groupings for comparison purposes:

1. AT&T’s three metro exchanges (Kansas City, Topeka and Wichita)

2. All”competitive” exchanges (all exchanges where business or residence or both have been
classified as “competitive”)

3. All exchanges that have not been classified as competitive.

You will notice that while we have seen an average line loses of approximately 50% in our price
deregulated exchanges (1 & 2 above),the average in our non-price deregulated exchanges is still high
(33% loss.) AT&T suspects that most of this can be attributed to wireless substitution. So, while many
of these exchanges may not meet the current standards for ”competitive” classification, which requires
two facilities based carrier; only one of which may be wireless, this data confirms that customers in
small, rural communities have other options other than AT&T landlines...and are choosing those
options. |also thought you might want to see the actual line loss specifically by exchange so have
included that information following the summarized data.

Hope this additional information is helpful.

Cyndi Gallagher
CC: Chairman Wright
Commissioner Moffet

Janet Buchannan

-11



GALLAGHER, CYNDI (ATTSI)

From: Janet Buchanan [j.buchanan@kcc.ks.gov]

Sent: Friday, September 25, 2009 9:28 AM

To: GALLAGHER, CYNDI (ATTSI)

Cc: . Don Low; Phyllis Sisson; Teresa McLinn; Christine Aarnes
Subject: Meetings on Legislative Proposal

Cyndi:

Commissioner Harkins would like to meet with you and Dan (and anyone else you think it is appropriate to bring along) to
discuss ATT's legislative proposal. He has seen the most recent version and discussed Staff's remaining concerns with
the proposal. He would like to hear from ATT about its proposal before we have an open meeting. Chairman Wright is
out today but it is possible that he would like to meet with you also. They both have next Tuesday morning (Aug 29th)
open on their calendars. Would it be possible for you to make time in your schedules on that morning? | don't think it
would be a long meeting with either of them.

The Commissioners will have an open meeting next Friday (Oct 2) to discuss the legislation, remaining concerns (if
any) they would like to propose addressing, etc. | think there will be a regular open meeting at 9:00 for Commission
business and then a Legislative open meeting following -- 10:30 was mentioned as a possible time.

Thanks!

Janet
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GALLAGHER, CYNDI (ATTSI)

From: Janet Buchanan [j.buchanan@kcc.ks.gov]

Sent: Wednesday, September 16, 2009 2:59 PM

To: GALLAGHER, CYNDI! (ATTSH); bruce.ney@att.com
Subject: Legislative Proposal

Cyndi and Bruce:

[ have finally remembered to send some links to the FCC's detariffing dockets. The first is a listing of all the detariffing
dockets. The second is a link to the order in the 2001 case. The last link is to a press release on detariffing.

| was also meaning to ask a question about the special toll rates for dial-up internet access under K.S.A. 66-2011. Does
ATT have customers still taking service under such arate? If so, how many? Would it be possible to grandfather them in
or establish some timeline for moving them off such rates?

http://www .fcc.gov/web/ppd/detariffingorders.html
http://www fcc.gov/Bureaus/International/Orders/2001/fcc01093.doc
hitp://www.fcc.gov/Bureaus/Common_Carrier/News Releases/2001/nrcc0130.htmi
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GALLAGHER, CYNDI (ATTSI)

From: Janet Buchanan [j.buchanan@kcc.ks.gov]
Sent: Wednesday, September 09, 2009 3:06 PM
To: GALLAGHER, CYNDI (ATTSI)

Cc: Don Low; Christine Aarnes

Subject: Suggestions for ATT's Proposed Legislation
Cyndi:

Don, Christine and | were able to meet with Commissioner Moffet to discuss ATT's legislative proposal. Below you will
find several suggestions for changes to the proposal based on that discussion. We have not met with the other
Commissioners yet and it is possible that they will have other changes to propose. Before meeting with the other
Commissioners, we would like to discuss these suggested changes with you (after you have had time to review). Let me
know when you are ready to discuss and | will set up a time and place to meet. Then, once ATT has made a
determination concerning which suggested changes can be incorporated, we will meet with the other Commissioners to
discuss whether they can support the bill as it is or if they will need additional changes in order to support the bill, wish to
remain neutral, etc.

1. At (w)(2), ATT discusses use of the “Truth-in-Billing regulations prescribed by the Federal Communications
Commission” as the telephone billing standards. ATT also discusses “rules developed by the commission to support the
Truth-in-Billing requirements as authorized by the Federal Communications Commission.” (emphasis added) It is not
clear whether the KCC is only able to develop rules to the extent authorized by the FCC to do so. As it stands, this
language could be read to require the FCC to authorize the KCC to develop rules. At this point, the FCC has not
authorized state commissions to created rules or enforce Truth-in-Billing regulations because the regulations apply only to
carriers or services within the interstate jurisdiction. We suggest that ATT clarify that the KCC has authority to develop
rules and enforce the FCC developed Truth-in-Billing regulations. We also suggest that, since the KCC would be
enforcing federal rules the language be drafted to require the KCC to modify its rules if and when the federal rules
change.

Additionally, if Truth-in-Billing is going to be the telephone billing standard, it should be applicable to all carriers, not just
“telecommunications carriers” to which (w) is applicable.

2. At(w)(3), ATT discusses detariffing. We agree that detariffing of price deregulated services could be beneficial to both
carriers and to consumers. Thus, we suggest that detariffing be mandatory rather than permissive. We believe that once
detariffing is permitted, customers should expect that their contracts will be enforceable and not subject to being

overridden by the "filed rate” doctrine. We also suggest that carriers be required to provide notice to customers regarding
the availability of rate information for price deregulated services similar to that required by the FCC for detariffing in 2001.

3. At(x)(1) ATT discusses the new “electing carrier” status. Would it be reasonable to require confirmation of a carrier's
claim that a majority of the carrier’s lines are price deregulated? Would it be appropriate for the KCC to provide such
confirmation? Perhaps this issue could be addressed by requiring a verified statement to be filed such as is required for
the statewide video franchise authority.

4. At (x)(3) ATT discusses the carrier of last resort obligation. This language is less clear than that proposed last year.
While our discussions with you led us to believe that ATT believes this language will provide it with the ability to use any
technology to meet its carrier of last resort obligation, the language provided does not seem to clearly indicate that.

5. At(x)(4) ATT discusses rate comparability for urban and rural areas. We suggest that urban and rural exchanges be
defined so that the comparison can be easily made. Perhaps ATT could create a definition based on the local exchange
access lines in the exchange as used in the price deregulation provisions in (g). We also suggest that the provision
remain in place until 2015.

6. We suggest that language be added in a new subsection that indicates, for all exchanges served by an electing carrier,
the KCC will continue to provide the legislature with the report required in subsection (g)(7).

Again, just let me know when you, Dan and any others would like to discuss these suggestions. Thanks

1 Ja'net , o”



GALLAGHER, CYNDI (ATTSI)

From: Janet Buchanan [j.buchanan@kcc.ks.gov]

Sent: Thursday, September 03, 2009 4:06 PM

To: GALLAGHER, CYNDI (ATTSI)

Subject: RE: Number of access lines currently price deregulated

Oh -- so sorry. | can try to get it to you by next Friday. | didn't write it in my notes but had mid-September in my mind.

From: GALLAGHER, CYNDI (ATTSI) [mailto:cg6985@att.com]
Sent: Thursday, September 03, 2009 3:48 PM

To: Janet Buchanan

Subject: RE: Number of access lines currently price deregulated

I must have had a disconnect...was thinking we would get feedback this Friday??? If there is any way to have it
by next Friday, it would be a BIG help for our scheduling. However, | do understand.
Thanks for the info.

From: Janet Buchanan [mailto:j.buchanan@kcc.ks.gov]

Sent: Thursday, September 03, 2009 11:43 AM

To: GALLAGHER, CYNDI (ATTSI)

Subject: RE: Number of access lines currently price deregulated

Thanks -- on first impression, it seems reasonable to me.

We are working on feedback to try to get to you by the middle of the month.

----- Original Message-----

From: GALLAGHER, CYNDI (ATTSI) [mailto:cg6985@att.com]
Sent: Thursday, September 03, 2009 10:34 AM

To: Janet Buchanan

Subject: RE: Number of access lines currently price deregulated

Janet,
I forgot to send you a note but Dan was fine with how | was calculating this....

From: GALLAGHER, CYNDI (ATTSI)

Sent: Wednesday, August 26, 2009 5:18 PM

To: 'Janet Buchanan'

Subject: RE: Number of access lines currently price deregulated

Janet,

Our estimate is that over 90% of our lines are price deregulated. This number comes from adding all
Jines in price deregulated exchanges and then the 1 price bundles in other regulated exchanges. For the
estimates that | have done, | use the line counts from the annual report; specifically including the res or
bus totals (or both) associated with price deregulated exchanges. | then do a calculation of how many
lines in the remaining regulated exchanges are associated with one price bundles based upon a % that
marketing gave us as 1 price bundles. So my thoughts would be we would go with the Annual Report
counting as the basis.

I will confirm with Dan that he agrees and get back with you.

-1



From: Janet Buchanan [mailto:j.buchanan@kcc.ks.gov]
Sent: Wednesday, August 26, 2009 3:59 PM

To: GALLAGHER, CYNDI (ATTSI)

Subject: Number of access lines currently price deregulated

Hey Cyndi -- when we met with Commissioner Moffet the other day, | think you mentioned the % of
access lines that are price deregulated. | didn't write it down and Don was asking me. Could you send
me that info?

In the legislation, do you know how ATT plans to count lines to make the calculation that the majority of
lines are price deregulated? We were wondering how to count some of the business services over larger
capacity lines.

Thanks

Janet

[-9%
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This bill provides definitions for certain terms used in this act. A competitive

eligible telecommunications carrier (CETC) is a telecommunications carrier that is

eligible to receive federal universal service fund moneys. An incumbent local exchange

carrier (ILEC) is a dominant telephone company serving a geographic area. High cost

support is a mechanism that provides support for high cost rural areas in order to keep

those rates comparable to rates in urban areas.

This bill requires that the Kansas Corporation Commission (Commission) not

prohibit a CETC providing service in an ILEC’s service area, from using federal

universal service moneys throughout all of the CETC'’s designated service area.

CLECs, under this bill, would be required by the Commission, to report all their

expenditures of federal universal service moneys, including high cost support and any

support expenditures made in an ILEC’s service area.

Senate Utilities Committee

February 4, 201
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TESTIMONY OF MARK P. JOHNSON

ON BEHALF OF U.S. CELLULAR CORPORATION

Chairman Apple, ranking member Lee, and members of the Committee. I
am a partner in the Kansas City office of the law firm of Sonnenschein Nath &
Rosenthal. My specialty for over twenty-five years has been the representation of
companies 1n the telecommunications industry. I represented U.S. Cellular in the
proceeding before the Kansas Corporation Commission in which the KCC made
the decision which has necessitated the legislative proposal before you in S 450.

As you know, this matter involves how benefits from the Federal Universal
Service Fund are invested in Kansas. Passage of S 450 will accomplish two basic
goals: first, it will correct an erroneous decision of the KCC, and second, it will
result in the construction of many more cellular towers in certain rural areas of
Kansas by U.S. Cellular and other wireless carriers that see little or no construction
today, all to the benefit of Kansans through increased competition, lower prices,
better service plans, and improved access to 911 service in rural parts of the state.

U.S. Cellular receives support from the Federal Universal Service Fund to
build, upgrade, and maintain wireless service in rural Kansas. Every year the KCC
must certify to the Federal Communications Commission that U.S. Cellular is
investing the support it receives in a manner consistent with federal law. But the
Commission refuses to consider support invested in AT&T service areas as being
properly invested because the Commission deems AT&T to be a non-rural
company notwithstanding the undeniably rural nature of much of that company’s
service territory. The Commission’s policy has had a chilling effect on the
investment decisions of wireless carriers like U.S. Cellular in much of the truly
rural areas of AT&T’s service area.

This policy is inconsistent with federal law, because it does not allow the -
recipient, such as U.S. Cellular, to invest the support in all areas of the state for
which it is eligible to receive the support. We made that point before the
Commission in 2007, and it was rejected. We appealed that decision and were
making that point to the federal court in early 2008, but the Commission asked the
Court to send the case to the FCC. In opposing that request, we predicted that the
case would languish at the FCC, which is notorious for its slow procedures.
Unfortunately for Kansans, we were correct. Two years later the case is still
pending at the FCC, with no end in sight and little or no investment being made in
these rural areas. Senate Utilities Committee

February 4, 2010
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To our knowledge, Kansas is the only state in the country with this policy.
U.S. Cellular receives Federal Universal Service Funds in 14 other states, and is
allowed to use the support it receives in those 14 states to build and operate its
wireless network across its entire designated area.

What has this policy meant for Kansas? Quite simply, cell towers are not
being built in the rural AT&T areas. While it makes business sense for companies
to invest in the urban areas of the state, without support these AT&T rural areas
will not realize the benefits of wireless service like the rest of the state. Should the
Committee and the Legislature correct the KCC’s defective policy through passage
of S 450, U.S. Cellular will build towers in towns in many rural AT&T areas, such
as Lincoln, Minneapolis, Frankfort, Canton, Marquette, Severy, Attica, Hackney
and Frederick. And this is just a start. Rural AT&T service areas make up
roughly one-third of U.S. Cellular’s geographic footprint in the state, and the
company would continue to build out in those areas. If the restriction is lifted by
passage of S 450, thus giving U.S. Cellular the ability to devote appropriate -
amounts of USF support to rural areas served by AT&T, consumers living in those
areas will see new cell sites constructed. Let me also add that lifting this
restriction will add not one dime more to the amount of USF support that U.S.
Cellular receives. It will only permit U.S. Cellular to invest this support in rural
areas that most need it.

In addition, we believe that wireless carriers operating under the same KCC
policy will begin to invest in cell sites in rural counties served by AT&T, which
include the following: Lincoln, Mitchell, Phillips, Norton, Decatur, Rawlins,
Cheyenne, Sherman, Thomas, Sheridan, Rooks, Logan, Scott, Haskell, Meade,
Clark, Comanche, Barber, Marshall, Clay, Washington, Republic, Cloud, Ottawa,
Ellsworth, Greenwood, Elk, Chautauqua, Harper, Kingman, Stafford, Pratt, Kiowa,
Edwards, Pawnee, Rush, Jewell, Mitchell, Smith, Marion, Woodson, Nemaha,
Wabaunsee, and Chase.

New cell sites have a positive impact on public health, safety, and economic
development. Parents who send their children out at night, or in winter, need to
know that their cell phone will work in remote areas. All Kansans have a right to
expect wireless services reasonably comparable to those available in urban areas.
The Corporation Commission’s policy frustrates a straightforward federal policy
that eligible carriers should invest federal support in rural communities where
service improvement is needed most.

This concludes my testimony. I am pleased to respond to any questions the
Committee’s members may have.
-2- 3 -2



2008 USF HIGH COST SUPPORT TOTALS

STATE TOTAL SUPPORT ILEC SUPPORT CLEC SUPPORT
Kansas 221,254,616 135,791,369 85,463,247
Colorado 80,705,842 70,408,897 10,296,945
Iowa 133,140,998 68,150,720 64,990,278
Missouri 110,530,257 92,140,713 18,389,544
Nebraska 133,698,896 54,168,429 59,520,467
North Dakota 93,504,969 47,035,759 46,469,210
Oklahoma 144,935,663 112,896,531 32,039,132
South Dakota 95,246,188 58,389,164 36,857,024
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Table 3.15 }
Total High-Cost Support Payments By State or Jurisdiction - ILECs and CETCs
{Dollars) . ]
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 m
State or Jurisdiction ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs ILECs CETCs
Alabama 36,318,951 0 88,214,302 0 93,882,843 0 99,840,657 21,647 89,293,508 2,988,331 94,588,334 | 6,250,779 07,634,199 [ 11,780,953 97,049,650 | 16,090,420 93,257,274 18,411,214 88,052,305 18,749,813
Alaska 67,816,606 0 70,315,65 0 74,543,499 0 79,633,434 124,848 88,850,054 1,403,380 95,006,980 | 4,973,083 95,434,604 [ 20,365,214 94,300,604 | 50,947,678 95,049,266 65,073,850 87,644,907 74,539,008
American Samoa 24,410 0 473,15 1] 458,928 0 876,238 0 ,230,722 [¢] 1,860,943 0 1,605,792 0 1,162,110 1,171,276 891,856 2,262,890 673,044 3,313,361
Arizona 31,174,674 0 35,577,804 Q 48,845,290 | 1,080,306 66,758,691 | 4,632,839 62,265,191 5,816,608 66,672,006 | 13,627,513 61,611,556 [ 12,660,676 66,744,520 | 15,374,818 59,381,973 12,976,443 57,388,331 12,467,632
Arkansas 73,247,163 0 71,691,402 4] 76,398,793 0] 101,091,641 0 112,277,218 816,659 104,291,859 | 30,012,436 1 105,406,892 | 37,012,821 | 101,034,998 | 29,830,304 97,769,151 28,104,572 91,832,776 61,685,510
California 49,657,305 0 64,070,55 1] 82,347,999 0 86,503,022 24,999 92,059,403 123,276 | 05,186,762 52,770 96,767,343 191,115 [ 106,331,432 1,056,265 | 102,053,166 870,705 | 104,652,333 283,840
Colorado 43,789,464 0 63,761,54 0 62,003,540 0 66,143,448 686,329 73,851,142 2,876,978 74,987,264 8,311,404 73,336,495 | 7,431,085 71,997,876 8,627,721 72,323,558 9,147,668 70,408,897 10,296,845
Connecticul 958,953 0 952,61 ‘0 1,192,074 0 1,506,436 1] 2,242,683 0 2445617 0 2,086,227 0 1,728,025 ] 531,111 0 178,514 []
Delaware 0 0 199,51 0 385,847 1] 373,665 0 320,397 1] 266,283 0 269,148 0 260,862 0 245,499 0 212,709 0
Disrict of Columbia 0 0 0 0 ] 0 ] 1) 0 0 0 0 0 ) 0 0 0 0 0 ]
Florida 18,547,026 0 49,781,316 0 84,627,004 0 85,608,445 4] 80,109,504 0 81,841,610 1,939,141 79,158,231 | 10,211,035 73,237,222 9,346,368 68,076,833 17,448,077 62,842,057 14,451,351
Georgia 71,765,064 0 79,228,261 0 91,334,608 0} 110,244,701 O 116,564,412 0 105,771,772 1,656,436 | 106,648,275 9,527,900 | 107,744,114 8,669,800 i 108,745,797 7,371,803 | 110,709,056 23,454,609
Guam 2,321,256 [¢] 3,169,872 Q 2,318,838 0 1,969,968 356,718 4,572,924 1,382,807 7,434,786 1 2,143,229 9,094,171 8,119,665 0,272,244 8,600,085 5,805,739 6,488,708 7,120,592 9,108,103
|Hawaii 472,913 0 2,403,0 0 5,348,833 0 7,010,380 0 9,967,673 0 13,889,383 249,173 17,611,906 | 10,839,069 22,833,1721 18,031,238 24,682,729 28,213,386 206,758 33,652,846
Idaho 29,219,508 0 35,787,777 o] 44,631,158 ") 49,013,604 Q 51,909,601 4] 53,012,454 o 64,675,871 0 51,763,751 0 51,112,653 4,041,071 46,201,594 7,696,790
linois 38,808,339 0 31,342 47 0 39,137,37. "] 48,479,657 5,241 56,080,459 2,406 57,479,277 45 63,228,481 981 62,342,266 200,045] 61,137,540 1,377,650 68,366,929 12,648,914
ndiana ) 058,453 0 30,488,0 0 42,060,07 0 47,141,488 0 63,149,059 12,474 55,209,595 173,552 56,694,278 | 2,339,671 59,865,562 5,527,985] 63,791,33 7,128,843 440,406 7,663,396
owa 25,802,260 0 0,643 ,4 0 35,233,563 66,101 43,224,375 669,604 54,647,156 | 15,891,086 56,841,707 | 28,729,645 57,872,195 | 36,267,952 63,803,194 | 43,104,774 68,602,822 62,825,997 8,160,720 64,090,278
Kansas 64,803,071 [+] 7,053,729 ) 1,018,830 5,967 94,268,913 147,749 | 108,785,249 2692475 121,727,828 7,838,024 | 130,152,276 | 46,888,078 | 132,178,681 | 55701,370| 135,198,670 79,733,349 | 135,791,389 85,463,247
(Kentucky 19,501,563 0 29,807,009 0 6,026,757 0 57,147,036 [ 59,757,468 15,998 71,749,739 276,334 76,627,380 1 8,685,250 72,795,769 | 24,954,457 71,627,348 25,923,051 75,276,58| 28,811,789
Loulsiana 63,648,414 0 72,467,664 1] 0,748,606 0 87,583,016 1] 91,029,193 0 88,157,077 | 14,094,355 87,576,313 | 25,348,068 87,107,138 | 42,069,650 93,973,056 66,054,880 94,023,42 66,311,574
Maine 18,968,121 0 32,099,073 0 30,927,750 0 29,496,86 1) 29,725,830 832,312 27,779,495 | 2,241,525 25,836,30 5,303,092 24,481,657 1 11,717,654 22,101,395 11,532,642 21,208,87€ 11,240,643
Maryland N 596,790 0 2,680,717 0 4,657,430 0 4,704,48 0 3,451,70; 0 ,936,89 0 4,179,40 0 4,355,561 2,874 4,362,605 (864)) 4,071,73 294
huselts 641,841 0 ,285,080 0 1,667,924 0 1,340,977 0 2,120,268 D 493,872 .0 2,996,316 1] 2,744,122 "] 2,459,524 0 2,365,156 0
ichigan 34,738,875 0 39,393,036 0 40,431,984 10,688 | 44,477,695 800,750 44,379,09: 553,314 43,022,294 6,186,473 | 44,588,333 | 10,572,417 44,107,488 | 15,236,771 44,115,152 20,739,757 41,666,812 22,329,667
nnesola 41,442,858 0 48,130,605 0 49,698,98 94,060 65,788,105 104,776 78,599,334 2,039,845 75428,194 | 18,903,254 80,184,874 | 31,295,663 80,680,560 | 40,279,693 2,763,600 | 47,352,544 83,982,113 49,981,559
|Mississippi 26,773,044 0| 132,785,756 0] 141,139,843 0] .149,689,072] 20,997,855| 145,961,305 24,339,170 | 146413,078| 41,255,118 | 148,036,850 | 63,323,142 | 135,826,383 | 139,324,834 | 135,389,476 | 144,838,643 | 127,609,117| 161,516,67
Missouri 50,654,082 0 65,568,398 0 73,621,807 59,280 84,225,880 90,201 92,095,987 75,773 90,894,928 68,316 84,918,483 125,382 86,035,588 420,198 9,195,958 8,916,147 92,140,713 18,389,544
Montana 43,346,418 1] 45,264 916 0 61,604,570 189,660 62,361,590 470,874 65,692,180 622,224 70,960,684 1,192,629 70,927,497 [ 4,093,112 67,980,034 | 11,679,795 66,428,330 10,814,748 66,366,415 12,950,786
Nebraska 24,377,097 0 23,729,919 0 26,378,585 0 31,464,331 0 44,359,887 1] 49,107,561 62,706 54,865,925 1,540,173 57,696,372 | 23,989,097 55,167,294 50,038,634 54,168,429 69,620,467
evada 10,994,325 0 15,066,637 0 22,846,950 63 22,973,633 289,777 26,224,437 3,907,911 24,211,872 3,5406951 24240135| 5,114,844 24,439,935| 6,057,681 ~ 22,779,966 6,262,050 20,978,887 6,844,033
ew Hampshire 8,506,026 0 8,489,304 0 9,433,625 0 11,898,687 0 11,384,021 0 9,372,836 0 9,623,578 12,069 9,367,736 243,492 8,418,392 213,092 8,380,428 281,188
ew Jersey 993,234 0 3,688,155 0 6,020,140 [1] ,491,193 4] 1,533,302 0 1,442,797 0 1,539,962 Q 1,227,378 0 1,135,549 0 1,017,831 0
ew Mexico 4,627,114 0 37,100,202 0 41,421,404 0 45,221,145 210,478 46,776,559 3,770,150 47,227,016 3,638,8551 48,930,072 | 8,860,159 49,506,296 | 14,659,147 54,760,427 14,687,48 49,995,786 15,228,317
New York 7,395,060 4] 51,632,657 Q 59,460,149 482,043 55,669,086 623,518 51,104,130 729,603 49,633,569 180,3 48,701,887 [ 4,640,427 47,711,253 3,305,652 46,067,968 5,726,702 44,718,563 2,935,569
North Carolina 1,718,741 0 33,997,699 1] 38,944,285 1] 55,742,932 0 71,561,647 0 79,089,350 1,180,132 74,700,104 | ~ 7,119,885 72,690,424 7,796,04 72,402,061 11,031,142 68,314,125 9,954,452
orth Dakota .. 21,703,062 0 25,437,877 0 28,584,627 ") 31,654,811, 89,341 39,959,801 | 11,056,161 38,869,743 | 14,946,255 40,686,921 28,672,9501 41,606,271 | 36,614,247 43,455,506 39,389,167 47,035,759 | 46,469,210
orthern Mariana Islands 5,529,978 0 3,257,226 0 3,694,740 1) ,626,267 0 1,652,912 0 709,640 64,674 561,532 204,840 742,551 254,853 586,63 939,137 276,620 446,034
Ohio 15,056,667 0 19,503,900 0 29,246,406 0 33,911,495 1] 38,248,134 0 40,738,649 0 41,303,165 0 42,214,454 1] 40,615,82 0 39,973,3 0
Oklahoma 58,345,860 3] 67,401,390 1] 76,622,223 0 85,800,208 27,9211 106,262,224 (18,225)1 102,410,238 538,641 | 105,371,325 10,929,089 | 104,970,593 | 16,946,594 { 105,506,32 24,758480 | 112,896,53 32,039,132
Oregon 36,809,835 0 47,354,850 0 60,851,408 1] 67,392,263 0 70,843,149 0 66,199,436 3,973,730 | 64,893,252 1 4,362,252 63,122,256 | 10,011,889 60,629,208 19,469,175 69,803,665 24,1561,3
Pennsylvania 21,611,712 0 28,472,919 0 5,438,459 1) 42,712,402 0 66,174,266 0 58,321,676 327,750 | 62,906,083 2,014,761 65,045,907 1,631,959 57,281,742 1,936,668 52,804,609 1,530,52
Puerto Rico °1 132925644 | 534,012 139,946,898 | 1,494642| 111,508,014 6,440,727 86,185,212 | 10,363,326 85,955,805 | 13,672,345 58567,786 | 22,843308 | 45,794,134 | 47,492,247 44,746,040 | 87,240,172 48,844,428 111,910,731 59,657,380 | 166,051,227
Rhode istand 0 0 25,686 0 96,477 0 60,198 [ 46,491 0 56,457 0 44,472 0 34,734 0 30,948 1] 1,182 0
outh Carolina 40,003,113 [1] 46,068,145 1] 55,646,667 0 71,350,010 [} 79,517,759 0 78,116,203 0 78,767,113 0 81,897,705 [{] 80,395,325 418,068 85,823,614 6,648,515
South Dakota 19,478,967 0 2,226,041 0 23,813,694 0 32,003,665 347,297 40,952,744 7,612,3951 47,824,157 | 13,937,378 63,254,667 1 23,425,369 57,459,671 | 29,039,611 58,112,270 | 36,319,654 58,389,164 36,857,024
Tennessee 28,449,801 (1] 34,482,177 0 40,665,639 69,516 46,063,270 292,623 52,740,553 138,741 54,408,927 337,048 63,107,774 1,117,262 62,590,367 1,359,111 50,635,158 1,495,601 54,716,325 [ - 1,104,656
Texas 118,600,308 0l 138,101,139 0| 167,610,051 99,3391 168,031,058] 1,152,675| 211,301,637 2,278421 | 229,221,439 1,111,597 | 214,084,308 4,601,000 208,750,833 | 24,919,239 216,247,818 30,184,802 | 223,233,811 36,450,693
Utah 10,178,430 ] 535,251 0 14,109,453 0 18,079,066 Y] 23,912,518 0 22,675,062 0 22,800,839 271,767 23,068,411 262,146 22,153,687 328,172 0,083,294 364,12
Vermont 11,248,704 [¢] ,244,471 o 22,593,331 0 25,804,315 0 27,601,079 638,436 27,158,041 3,032,809 | 27,8252291 6,236,820 27,146,163 6,130,730 25,093,797 5,959,242 2,712,621 6,371,548
Virgin Islands 22,973,160 0 3,786,676 1] 25,253,094 0 27,525,044 -0 26,869,011 0 25,972,698 1) 27,342,021 1) 23,937,558 0 22,877,075 0 19,736,700 1,392,055
Virginia 12,837,387 0 8,477,018 0 64,489,462 0 69,908,969 0 76,629,469 261 75,780,178 2,887,069 72,386,780 | 15,265,376 66,708,951 | 13,881,654 62,474,050.| 16,612,758 59,483,898 5,103,201
Washinglon 43,165,287 4] 53,885,605 0 68,815275] 8,232.717 75,016,670 | 3,030,131 72,354,489 7,939,390 66,107,492 1 19,806,072 67,997,920 | 28,429,214 61,301,676 | 45,536,481 58,723,591 36,422,980 64,379,094 2,662,927
West Virginia 22,991,176 [+] 63,450,822 o 72,163,053 0 80,382,176 83,529 76,909,660 1,639,760 64,041,014 4,420,527 60,009,315 | 7,744,547 69,923,391 | 10,652,487 52,665,873 10,712,743 48,114,285 17,210,363
Wisconsin 50,982,323 [¢] 54,591,697 4] 58,828,654 90 68,344,845 231,525 83,112,053 7,835,222 82,756,156 | 15,664,820 90,515,379 | 41,606,723 86,761,706 | 50,304,901 85,479,344 56,211,336 82,663,003 63,794,063
Wyoming 25,954,848 [¢] 29,896,680 1) 35,057,650 137,400 | 41,262,316 348,567 43,036,041 5,034,148 43,156,564 | 15,090,302 42,601,319 | 15,639,298 38,885,392 | 17,215,121 38,617,397 | 17,607,951 39,425,676 19,288,368
Industry 1,717,446,369 | 534,012 {2,233,276,459 | 1,494,642 | 2,574,679,349 | 16,847,957 | 2,888,868,695 | 46,127,136 |3,135,612,366 | 129,620,534 | 3,152,615.875 | 315,759,808 | 3,168,575,065 | 627,659,401 | 3,143,188,367 | 966,618,548 |3,112,131,470 [1,176,893,036 | 3,093,298,723 | 1,384,487,077 | .
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503 'W. Hayes, McPherson, Kanzas 1U.5.A, 67450
Phote (620) 241-2611 Fax (620) 241-7048

February 3, 2010

Kansas Legislature
300 SW 10 Street
Topeka, Kansas 66612

To Whom It May Concem:

I write concerning Senate Bill 450 that was recently introduced Into the legislature that would allow
wireless carriers to use federsl universal service funds to invest in advanced telecormmunications
networks throughout rural Kansas. My, understanding is that the Kansas Corporation Commission
currently restricts how wiraless carriers can invest federal subsidies in the rural areas of our state in
which AT&T provides wireling service. Because of this restrictian, many rural parts of our state may be
shortchanged when it comes to building new cell sites and other wireless infrastructurs.

I live and work in the small towa of Inman and 1 can assure the Committee that the area In which I five,
work, play and drive is highly rural. The fact that AT&T provides local exchange service in my town does
not in any way change the rural nature of my community or the nead that we have for improved wireless
communications. Passing this legislation will provide practical and critically important positive effects for
our community. .

Wa suffer from dead zones and a lack of comprehensive coverage that urban areas take for granted. In
many areas, Blackberry and other data devices either do not work, or work intermittently. This
frustrates business development and aconomic activity, which require consistent and real-time
connectivity to achieve high-quality voice and data communications. Moreover, critical health and safety
calls are compromised when 2 wireless phone is in a dead zone. High-quality mobile wireless service is
very important to parents with teen drivers, as well as those traveling in remote areas, often in winter or
poor weather conditions. ' ’

Rural citizens pay into the federal fund every month through charges on our phone bills, just like
averyone else. Our state should not interfere with wireless carriers” ability to construct new facdllitles In
rural areas, unless & is absolutely necessary. I find it ironic that the Commission should discourage the
deployment of wireless communigations in my tural community just because ATRT provides servica in
other, more urbanized areas.

Accordingly, I support Senate Bill 450 in the hope that ali eligible carriers will be able to use federal
subsidies ta extend service out to all of the rural communlties in our state, enabling our citizens to enjoy
the same benefits of advanced telecommunications services as those living in our cities,

Ron Loomis

Bpard of McPherson County Commissioners
McPherson County, Kansas

620-241-2611

PAGE 2/2* RCVD AT 21312010 2:14:41 PM [Central Standard Time] * SVR:GMTPRF01/21* DNIS:4777* CSID: * DURATION (mm-5s):0042

2-$



Feb 03 2010 6:04PM  LINDA SMYDER 16206783346  p..

Fébruary 3, zo10

Senator Ty Masterson

Kensas Legisiature

300 swW 10' Strest -
Topeks, Kansas 66612

Senator Ty Masterson;

1 write concerning Senate Bill 450 that was recently Introduced Into the legislature that
would allow wlireless carriers to use federal universal serviee funds to invest In advanced
telscommunications networks throughout rural Kansas,

1 live In Greenwood County, a highly rural that is part of the AT&T territory, The fact that
AT&T provides local exchange service In my town does not changa the rural nature of
Greenwood County or the need that we have for improved wireless communications, both n
volce and broadband, Passing this legislation will provide practical and critically important
effects For our county.

-We suffer from dead zonez within the county and lack the camprehensive coverage that
urban areas take for granted, It Is not practical for me to pay for 3 Blackberry. or other data
davites because I can not always get a signal, This frustrates me and mekes using the new
devices Impractical for business. Greenwood County has severs problems in business
development and economic activity, without the added burden of the lack of rellable,
congistent telecommunications. -

Greenwoad County 18 working to upgrade our 911 system to be able to recelve wirelass
cails. Critical health and safety calls are compromised when a wireless phone Is In a dead
2one. High-quality mobile wireless servies is very important, This large investment for the
county Is wasted If the call s not recelved,

Rural citizens pay Into the federal fund every month through charges on oyr phone bllls,
just Ilke everyone else. Our state should not Interfare with wireless carriars’ abillty ta
construct new facilities in rurai areas, unless It is absolutely hecessary. I find |t Ironic that
th& Cammission should discourage the deployment of wireless communiéations In my rural
community just because AT&T provides service In other, more urbanized areas.

Please support Senate Bill 450 In the hape that all eligible carriers will be able to use federal
subsldles to extend service out to all of the rural cammunlitles In our state, enabling our
citizens to enjoy the same benefits of advanced telecommunications services as those living
I our clties. :

Sincerely,

Boteor st

Linda Snyder ;

Board of Commissloners, Greenwood County
Graenwood County, Kansas

620-583-8121

23-b
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Virginia Hoover CITY OF MINNEAFPOLIS BARRY S. HODGES
MAYOR OFFICE OF THE CITY CLERK ADMINISTRATOR/CLERK
218 NORTH ROCK STREET

MINNEAPOLIS, K& §7467-2499
(785) 3932176
FAX (785) 302-2177

February 3, 2010

Kansas Legislature
300 SW 10" Street
Topeka, Kansas 66612

To Whom It May Concern:

I write concerning Senate Bill 450 that was recently introduced into
the legislature that would allow wireless carriers to use federal
universal service funds to invest in advanced telecommunications
networks throughout rural Kansas. My understanding is that the
Kansas Corporation Cormmission currently restricts how wireless
carriers cap invest federal subsidies in the rural areas of our state in
which AT&T provides wireline service. Because of this restriction, many
rural parts of our state may be shortchanged when it comes to building
new cell sites and other wireless infrastructure.

I live and work in the small town of Minneapolis and I can assure the
Committee that the area in which I live, work, play and drive is highly
rural. The fact that AT&T provides local exchange service in my town
does not in any way change the rural nature of my community or the
need that we have for improved wireless communications. Passing this
legislation will pravide practical and critically important positive

effects for our community.

We suffer from dead zones and a lack of comprehensive coverage that
urban areas take for granted. In many areas, Blackberry and other

' data devices either do not work, or work intermittently. This frustrates
business development and economic activity, which require consistent
and real-time connectivity to achieve high-quality voice and data
communications. Moreover, critical health and safety calls are
compromised when a wireless phone is in a dead zone. High-quality
mobile wireless service is very important to parents with teen drivers,
as well as those traveling in remote areas, often in winter or poor
weather conditions.

PAGE 1/1* RCVD AT 21412010 9:09:58 AM [Central Standard Time] * SVR:GMTPRF01/22 * DNIS:4777 * CSID: * DURATION (mim-5s):00-38
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Rural citizens pay into the federal fund every month through charges
0n our phone bills, just like everyone efse, Our state should not
interfere with wireless carriers” ability to construct new facilities in
rurai areas, unless it is absolutely necessary. I find it ironic that the
Commission should discourage the deployment of wireless
communications in my rural community just because ATRT provides
service in other, more urbanized areas.

Accordingly, I support Senate Bill 450 in the hope that all eligible
carriers will be able to use federal subsidies to extend service out to all
of the rural communities in our state, enabling our citizens to enjoy
the same benefits of advanced telecommunications services as those
living in our cities.

Respectiully,

B

Barry Hodges

City Administrator
Minneapolis, %8
785-392-2176

citympls@eaglecom.net
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CITY OF LINCOLN CENTER

Phone 785-524-4280 153 W. Lincoln Ave.
Fax, 785-524-3408 P.O.Box 126
E-mail: rmgourley@noken.com Lincoin, Kansas 67455 A

February 3, 2010

Kansas Legislature
300 SW. 10t Street
Topeka, Kansas 56612

To Whom It May Concern:

I write concerning Senate Bill 450 that was recently Introduced Into the legislature that would aliow
wireless carriers to use federal universal service funds to invest in advanced telecommunications
networks throughout rural Kansas. My understanding is that the Kansas Corporation Commission
currently restricts how wireless earriers can Invest federal subsidies in the rural areas of our

state in which ATRT provides wireline service, Because of this restriction, many rural parts of our
state may be shortchanged when it comes to building new cell sites and other wireless
mfrastructure

I live and work in the small town of Lincoin and I ¢an assure the Commlttee that the area in which
I live, work, play and drive is highly rural. The fact that AT&T provides local exchange service in my
town does not in any way change the rural nature of my community ot the need that we have for
improved wireless communications. Passing this leglslation will provide practical and criticalty

important posttlve éffects for our community.

We suffer from dead zones and a lack of comprehenslve coverage that urban areas take for
.granted. In many areas, Blackberry and other data devices elther do not work, or work
-Intermittently. This frustrates business development and economic activity, which require

cansistent and real-time connectivity to achleve high-quality volce and data communications.

Moreover, critical health and safety calls are compromisad when a wireless phone is in a dead

zone. High-quality mobile wireless service is very important o parents with teen drivers, as well

as those travellng In remote areas, often in winter or poor weather conditions,

Rural citlzens pay Into the federal furid every month through charges on our phone billg, just like
-eveiyone else, Our state should not Interfere with wireless carriers” ability to cobstruct new
facilities in rural aréas, unless it is absolutely necessary, I find It ironic that the Commission should
discourage the deployment of wireless communications In my rural community Just because AT&T
provides gervice in other, more urbamzed areas,

Accordingly, I suppart Senate Bill 450 in the hope that a eligible carriers will be able to use federal
subsidies to extend service out to all of the rural communities in our state, enabling our citizens to
_ enjoy the same benefits of advanwd telecommunlcations services as those living in our cities.

Mayor Glenn Stegma '
‘Lincoln, Kansas |
785-524-4280
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John Idoux C Link 5454 W 110" Street
Kansas Governmental Affairs entury n Overland Park, KS 66211
john.idoux@centurylink.com 913-345-6692

Testimony in Opposition of Senate Bill 450

Testimony by CenturyLink
John ldoux, Kansas Governmental Affairs
Before the Senate Utilities Committee
February 4, 2009

Thank you Chairman Apple and members of the Committee. My name is John Idoux with
CenturyLink’s Governmental Affairs team and | appreciate this opportunity to oppose SB 450.

Introduction

CenturyLink is opposed to Senate Bill 450 because it is an attempt to circumvent the authority of
the Kansas Corporation Commission and legislatively expand the allowable uses of federal
universal service funds. Proper regulatory oversight of allowable uses of the federal universal
service fund is critical to not only ensure competitive neutrality but to also guard against the
unjustified growth of the federal fund. In 2008, similar legislation was proposed (SB 468) which
failed to advance beyond this Committee. Opposition included CenturylLink, AT&T and the KCC.

Background

Every year, the KCC is charged with certifying to the FCC, under authority delegated by the FCC,
that federal universal service support received by Kansas carriers are used only for intended
purposes. The Commission under this authority has discretion in how it determines that support
dollars are used consistent with intended purposes. In 2007, the KCC issued a ruling that carriers
using federal universal service funds for serving rural areas must use those funds only for the
intended purposes and only in intended rural areas. In other words, the Commission ruled that
wireline and wireless carriers must use federal support in the high cost area for which it was
received. According to FCC's rules, all of AT&T’s wireline operations (formally Southwestern Bell)
in Kansas are ineligible for high cost support even though AT&T serves some rural areas in
Kansas where the costs may be high. The KCC ruled that the federal support received by wireless
carriers from serving in non-AT&T serving areas cannot be used in AT&T areas. Allowing the use
of such federal funds in AT&T’s areas would not be competitive neutral and could potentially put

additional upward pressure on the overall size of the federal fund.
senate Utilities Committee
February 4, 2010
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SB 450 attempts to force the Commission to allow wireless carriers the ability to use federal
support funds. While SB 450 does not explicitly differentiate between wireless and wireline carriers,
the application of other federal laws and rules result in the application of SB 450 impacting wireless
carriers. Allowing certain carriers to use funds in AT&T’s area while other competitive carriers are
precluded from using such funds is not competitively neutral. Competitive neutrality is a straight-
forward concept although the details are highly complex and the subject of dozens of FCC
investigations and court appeals. The Kansas Commission is well-equipped to ensure these

decisions are applied appropriately in Kansas.

There are differences, of course, between traditional wireline phone companies and wireless
companies. Boundaries between high cost areas and non-high cost areas are simple to
understand for wireline companies. In many cases, however, a wireless carrier will install a cell
tower that covers both high cost and non-high cost areas and regulatory boundaries have no
bearing on radio waves. Consequently, the KCC has developed a formula to allow the appropriate
use of deployed facilities that serve both high cost and non-high cost areas which is fully consistent

with sound competitive neutral principles.

Conclusion

CenturyLink urges you to vote against SB 450 because the KCC is the proper place for
determining allowable uses of federal universal service funds. The KCC recently addressed this
issue with a comprehensive and measured investigation into all related issues including

competitive neutrality.

Thank you for your consideration.



/ \‘4 Mark Parkinson, Governor
K A N S A s Thomas E. Wright, Chairman
Joseph F. Harkins, Commissioner

CORPORATION COMMISSION

Summary of Kansas Corporation Commission
Testimony
In Opposition to SB 450

e The Commission fully considered the issue that is the subject of this bill in a 2007 docket.
That decision was appealed to federal district court, which referred the matter to the
Federal Communications Commission in January of 2008. The FCC has not made a
decision in that matter.

e In 2008, the legislature considered SB 468, which would have overturned the KCC
decision. This testimony is mostly an update to the KCC testimony on that prior bill. The
Commission believes this bill should meet the same fate as that bill.

e The Commission believes that eligible telecommunications carriers (ETCs) should utilize
USF high cost support within the areas for which the support was intended, as determined
by the FCC. Basically, although the details are complicated, the FCC provides support to
areas where the cost of providing traditional telephone service is significantly higher than
the national average. Reversal of the KCC decision would lead to some competitive ETCs
taking support away from the customers for whom the support was designed to benefit and
instead utilizing the support in other areas of the state for which no support is available
under the FCC’s decisions. Generally, this would mean shifting that support from the
smallest towns and cities to more populous ones.

e The bill would interfere with the operation of competitive markets by allowing a few
competitive eligible telecommunications carriers to utilize federal support received for
serving other areas of Kansas to be used in unsupported areas where neither the
incumbent, AT&T, nor other competitive eligible telecommunications carriers designated
only within the AT&T area receive such support. This proposal would allow for use of
federal support in a manner that favors only some competitors and therefore would not be
competitively neutral.

e To date, competitive eligible telecommunications carriers have able to demonstrate they
had used federal support appropriately and entirely within those areas eligible for support.
No carrier lost support because they were unable to spend all support in eligible areas in
accordance with the KCC decision.

Senate Utilities Committee
february 4, 2010
\ttachments 5-1
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Before the Senate Committee on Utilities

Testimony of the Kansas Corporation Commission
On
Senate Bill 450

I am Don Low, Director of the Utilities Division for the Commission. The Commission
appreciates the opportunity to express opposition to Senate Bill 450.

The subject matter at issue in this bill was considered by the Commission in Docket No. 07-
GIMT-498-GIT. The Commission’s decision of August 9, 2007, was appealed in the United
States District Court for the District of Kansas in Kansas City, Kansas. The Court issued a
Memorandum and Order on January 29,2008, staying the proceeding and referring the case to the
Federal Communications Commission (FCC) for determination. The FCC has not made a
decision and apparently does not feel compelled to take speedy action to provide guidance to state
commissions. Of the states that have ruled on this issue, we are under the impression that most
take the same approach as Kansas and some do not.

In the 2008 legislative session, this committee considered SB 468, which would have overturned
the KCC decision. That bill died in committee. This bill, SB 450, has different language but
presumably the same intent. The Commission believes it should receive the same fate.

The Commission staff previously provided the committee with some background information on
the federal Universal Service Fund (FUSF). Attached is a list of the Kansas recipients of such
support. Also attached is a more detailed discussion of the Commission’s role in certifying use of
USF support and of the decision that is at issue here. In summary, state commissions annually
certify to the FCC whether recipients of USF funds are using that support in a manner consistent
with the federal law establishing the fund. Without certification, the recipient does not remain
eligible to receive support for the subsequent year.

The FCC has not spelled out in detail what criteria should be used for that certification. The KCC
determined in its proceedings that the support should be used in the geographic “high cost” areas
that are eligible for support and not in “non-supported” areas. If the support were to be used in
areas that have not been deemed “high cost” by the FCC, the truly high cost areas would not get
the support that was intended. Furthermore, the KCC found that providing support to some but
not all competitors would run afoul of the FCC’s admonition to keep federal support
competitively neutral. Consequently, the KCC concluded that it would not certify use of USF
moneys in non-high cost areas.

SB 450 would reverse the Commission’s decision by stating that the KCC “shall not prohibit a
competitive . . . carrier providing service in all or part of an incumbent local exchange carrier’s
service areas, from expending [USF moneys] throughout such . . . carrier’s designated service
area.” (Lines 30-34) The Commission continues to oppose legislation that would change its
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decision.! The Commission believes that eligible telecommunications carriers (ETCs) should
utilize USF high cost support within the areas for which the support was intended, as determined
by the FCC. Basically, although the details are complicated, the FCC provides support to areas
where the cost of providing traditional telephone service is significantly higher than the national
average. Reversal of the KCC decision would lead to some competitive ETCs taking support
away from the customers for whom the support was designed to benefit and instead utilizing the
support in other areas of the state for which no support is available under the FCC’s decisions. In
those areas, no support is available to any carrier whether that carrier is an incumbent or
competitive eligible high cost telecommunications carrier.

To illustrate, under this bill, ALLTEL would be able to take support meant for customers in
Wilson, Lucas or Tipton areas and spend it to preserve or enhance facilities in Salina, Hutchinson
or Garden City. The company would be permitted to take support meant for customers in
Fairview, Beattie or Jamestown and spend it in Emporia, Dodge City or Pittsburg. RCC
Minnesota would be able to take funds meant for customers in Prairie View, Olmitz or Zurich and
spend it instead for the benefit of customers in Hays, Great Bend or Liberal. Sprint Nextel could
take support meant for customers in Garnett and Princeton and spend it in Lawrence or in the
Kansas City or Wichita exchanges. US Cellular could take support meant for customers in
Leonardville, Westmoreland or Council Grove and spend it in Newton, McPherson or Salina.
Obviously there are great differences in population densities in areas for which support is
available and in some areas where support is not available.

In reviewing the data provided by these companies, in Docket No. 09-GIMT-964-GIT, to certify
their use of federal support, all competitive eligible telecommunications carriers were able to
demonstrate they had used federal support appropriately and entirely within those areas eligible
for support. No carrier lost support because they were unable to spend all support in eligible
areas. Additionally, there was no “extra” support available to spend in areas not eligible for
support. For instance:

e ALLTEL is designated as an eligible telecommunications carrier in 176 exchanges that are
eligible for support and 109 exchanges that are not eligible for support. Of ALLTEL’s
total capital expenditures in Kansas, 29% occurred in supported areas. While only 29% of
the total, the company’s capital expenditures along with ongoing expenses in supported
areas required the use of all $37,288,841 in federal support received by ALLTEL in 2008.
Interestingly, ALLTEL was still able to expend over twice as much in unsupported areas
and did so without using federal support.

e RCC Minnesota is designated as an eligible telecommunications carrier in 78 exchanges
that are eligible for support and 26 exchanges that are not eligible for support. Of RCC
Minnesota’s total capital expenditures in Kansas, 82% occurred within supported areas.

: To be precise, the Commission decision didn’t prohibit or mandate how carriers could use
the USF funds. Rather, the Commission just determined whether use in non-supported areas
would be considered as consistent with the federal act for purposes of continued eligibility to
receive high-cost support. This bill’s language therefore is not wholly accurate.
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This level of capital expenditure along with ongoing expenses in supported areas required
the use of all $1,418,205 in federal support received by RCC Minnesota in 2008.

e US Cellular is designated as an eligible telecommunications carrier in 101 exchanges that
are eligible for support and 58 exchanges that are not eligible for support. Of US
Cellular’s total capital expenditures for Kansas, 52% were within supported areas. The
company’s capital expenditures and ongoing expenses in supported areas required the use
of all $5,526,791 in federal support received by US Cellular. Yet, US Cellular was able to
expend almost three tinmies as much in unsupported areas.

Again, the proposed bill would permit the competitive eligible telecommunications carriers to
shift support to those areas the FCC has determined do not need support and for which most of the
carriers are already investing more money than they do in supported areas.

Also, the bill would interfere with the operation of competitive markets by allowing a few
competitive eligible telecommunications carriers to utilize federal support received for serving
other areas of Kansas to be used in unsupported areas where neither the incumbent, AT&T, nor
other competitive eligible telecommunications carriers designated only within the AT&T area
receive such support. This proposal would allow for use of federal support in a manner that
favors only some competitors and therefore would not be competitively neutral.

Thank for your attention. I would be happy to answer any questions.



CENTURYLINK $14,753,310 $13,150,024 $10,210,837 $7,963,761
BLUE VALLEY TELEPHONE COMPANY $5,162,439 $6,011,692 $7,063,614 $8,808,345
COLUMBUS TELEPHONE COMPANY $594,288 $652,698 $1,023,702 $1,042,701
COUNCIL GROVE TEL. CO. $2,241,864 $2,288,710 $2,597,913 $2,272,437
CUNNINGHAM TELEPHONE CO. INC. $1,295,464 $1,196,817 $1,516,974 $1,494,522
ELKHART TELEPHONE COMPANY INC. $1,330,772 $2,404,395 $2,372,865 $2,857,422
GOLDEN BELT TELEPHONE ASSN. INC. $6,008,430 $6,265,448 $5,817,273 $5,727,471
GORHAM TELEPHONE COMPANY INC. $414,497 $588,574 $929,632 $1,035,510
HAVILAND TELEPHONE COMPANY INC. $5,826,979 $5,661,537 $5,504,820 $5,113,515
H & B COMMUNICATIONS INC. $833,542 $1,041,722 $990,834 $717,780
HOME TELEPHONE COMPANY INC. $2,098,726 $2,223,675 $2,868,621 $3,097,098
J. B. N. TELEPHONE COMPANY INC. $1,040,118 $1,761,696 $1,745,370 $1,596,381
KANOKLA TEL. ASSOC. INC.-KS $4,186,880 $4,783,841 $4,420,638 $4,679,619
LA HARPE TELEPHONE COMPANY INC. $363,240 $798,744 $890,805 $890,313
MADISON TELEPHONE, LLC $1.079,808 $1.078,916 $1,159,608 $1,005,561
MOKAN DIAL, INC.- KS $1,479,582 $1,511,576 $1,513,266 $1,405,101
MOUNDRIDGE TEL. CO. $2,286,894 $2,250,648 $1,603,122 $1,688,022
MUTUAL TELEPHONE COMPANY $636,023 $676,419 $686,313 $912,684
PEOPLES TELECOMMUNICATIONS, LLC $2,136,911 $2,049,385 $1,886,211 $1,943,805
PIONEER TELEPHONE ASSOCIATION

INC. $8,508,700 $7,671,112 $7,408,698 $7,723,494
CRAW-KAN TELEPHONE COOP INC- KS $4.751,044 $5.130,034 $5,725,665 $5,695,884
RAINBOW TEL COOPERATIVE ASSN |

INC. $3,000,323 $2,975,131 $3,544,956 $3,170,115
RURAL TEL. SERVICE CO.,INC. $18,169,677 $19,027,573 $19,596,008 $24,006,276
S & T TEL. COOP. ASSN. $2,247,920 $6,836,846 $6,896,418 $6,235,491
S & ATEL. CO.|INC. $1,219,898 $1,071,135 $1,500,961 $1,269,342
SOUTH CENTRAL TEL. ASSN. INC.-KS $4,053,168 $4,271,645 $4,033,704 $4,148,298
SOUTHERN KANSAS TEL. CO.,INC. $5,505,398 $5,861,839 $5,692,974 $7,034,304
SUNFLOWER TEL. CO.,INC. $2,059,672 $1,586,706 $1,705,092 $1,262,571
TRI-COUNTY TEL. ASSN. INC.-KS $4,770,154 $5,224,638 $5,471,772 $5,579,079
TWIN VALLEY TEL. INC.-KS $3,002,929 $3,995,912 $3,514,728 $5,614,560
UNITED TELEPHONE ASSN. INC. $5,971,702 $5,562,415 $5,735,688 $5,409,426
WAMEGO TELEPHONE COMPANY INC. $2.768,284 $2.600,946 $2.388,651 $2,290,680
WHEAT STATE TELEPHONE, INC. $2,522,996 $2,561,361 $2,818,236 $2,505,090
WILSON TELEPHONE COMPANY INC. $2,031,220 $2,324,296 $2,810,598 $3,248,433
ZENDA TELEPHONE COMPANY INC. $257,030 $242,570 $235,215 $261,837
TOTAH TELEPHONE CO. INC. $1,175,346 $1,351,744 $1,412,724 $1,432,644

=



SOUTHWESTERN BELL-KANSAS $493,353 $506,550 $496,863 $567,051
INCUMBENT CARRIER TOTAL $127,178,581 $135,198,970 $135,791,369 |  $141,706,623
WESTERN WIRELESS $461,039 -$359 $20,885 $0
SPRINT SPECTRUM LP / PHILLIECO LP

(DBA SPRINT PCS) .~ $2,186,019 $2,303,775 $2,220,251 $1,754,028
RCC MINNESOTA, INC. $3,968,420 $2,940,157 $1,998,647 $1,794,417
NEX-TECH, INC. $209,658 $75,637 $33,532 $42,246
H&B CABLE SERVICE, INC. $1.632 $28 578 $42.747 $28,482
ALLTEL COMMUNICATIONS (WIRELESS

KS) $45,525,839 $53,510,548 $54,781,977 $68,453,100
USCOC OF NEBRASKA/KANSAS LLC $2,904,748 $10,032,062 $8,168,642 $10,235,295
NEX-TECH WIRELESS, LLC $332,473 $7.313.313 $11.664,017 $19,888,194
UNITED WIRELESS COMMUNICATION $84,716

INC. $2,060,154 $2,923,952 $3,761,922
EPIC TOUCH COMPANY $26,826 $1,316,811 $1,960,086 $1,990,554
PIONEER CELLULAR $0 $143,772 $1,384,496 $1,936,845
WESTLINK COMMUNICATIONS INC $0 $8,901 $264,033 $330,912
WILDFLOWER TELECOMM. LLC $0 $0 $0 $12,288
COMPETITIVE CARRIER TOTAL $55,701,370 $79,733,349 $85,463,265 |  $110,228,283
ALL CARRIERS TOTAL $182,879,951 $214,932,319 $221,254,634 | $251,934,906




Background on KCC Certification of USF Support Funds.

In early orders following the passage of the federal Act, the FCC determined FUSF
support must be used in a manner consistent with 47 U.S.C § 254(e) which states that universal
service support must be used “only for the provision, maintenance and upgrading of facilities and
service for which the support is intended.” The FCC sought comments on how to ensure that
FUSF recipients were, in fact, using support appropriately. In 1999, the FCC determined that
states should account for, or certify, the appropriate use of FUSF support received by carriers it
classified as non-rural. The FCC indicated support should be utilized consistent with 47 U.S.C. §
254; however, the FCC did not specify criteria to be used in the certification. In Kansas, SWBT
has been classified by the FCC as non-rural; however, SWBT did not receive the type of support
for which the FCC required certification so the Commission did not address criteria for
certification at that time.

In 2001, the FCC extended this requirement to certify the use of support to FUSF received
by rural carriers and CETCs. Again, the FCC did not specify criteria to be used in determining
whether support is used appropriately. In response to the FCC’s notice of intent to require
certification, the Commission opened a proceeding in January 2001 to begin discussions of
certification criteria. The Commission, along with most other state Commissions, required a
carrier receiving FUSF support to self-certify its use of support by providing a verified statement
that the carrier was using support for the “provision, maintenance, and upgrading of facilities for
which the support is intended, as designated by the Federal Communications Commission
consistent with Section 254(e) of the Telecommunications Act.” (Docket No. 01-GIMT-595-
GIT, Order issued August 28, 2001)

In response to concermns raised in other proceedings regarding the rigor of the certification
process, the Commission opened a generic proceeding (Docket No. 05-GIMT-112-GIT) in August
2004 to revisit the FUSF certification process. Workshops were held and interested parties
provided input into the type of data necessary to evaluate the use of FUSF support and the
development of forms on which carriers would provide data to the Commission. The Commission
issued an order in July 2005 adopting new criteria for demonstrating a carrier used its FUSF
support in a manner consistent with 47 U.S.C. § 254(e) of the Telecommunications Act. Among
other things, the Commission determined that CETCs should use FUSF within supported areas to
provide universal service. This led to instructions on the certification forms requiring carriers to
remove all expenses and investments associated with the SWBT study area from its justification
of use of FUSF support. This instruction is consistent with the Commission’s determination that
support be utilized in supported areas. Because no high cost FUSF support, for which the
Commission must certify use, is available to any carrier for the SWBT study area, all carriers are
required to exclude expenditures in the SWBT study area from data utilized to support carriers’
use of FUSF support. However, the instructions did include information regarding the allocation
of expense incurred in an unsupported area if the expense also served to benefit supported areas.
This was done to recognize the need for flexibility in constructing a network and that benefits may
cross the borders of incumbent ETC study areas.

In an order issued in 2006, the FCC delineated the criteria it would use to evaluate whether
support had been used appropriately by those carriers for which the FCC was required to
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determine whether a carrier met all qualifications to be an ETC. However, the FCC indicated that
states were not required to implement the same criteria. In an Order issued on October 2, 2007, in
Docket No. 06-GIMT-446-GIT, the Commission adopted criteria similar to that imposed by the
FCC. ETCs will file this information, in addition to the criteria adopted in Docket No. 05-GIMT-
112-GIT, each year for the Commission to evaluate in determining whether a carrier has utilized
FUSF support appropriately.

KCC Docket No. 07-GIMT-498-GIT

The more rigorous criteria were first used in 2005 to substantiate the use of FUSF support
in Docket No. 06-GIMT-082-GIT. No carriers formally objected to the Commission’s criteria in
this proceeding; however, it was necessary for Staff to request that several CETCs revise their
submissions to be consistent with the Commission’s criteria. The CETCs revised their data and
did not object to Staff’s request to do so.

On July 27, 2006, the Commission issued an order opening Docket No. 07-GIMT-025-
GIT for the purpose of receiving data to evaluate the certification of FUSF support for 2007 and
prior use of support in 2006. Alltel Kansas Limited Partnership (Alltel) filed a petition seeking
reconsideration of the Commission’s order opening the docket. Alltel made several assertions
regarding issues the Commission should reconsider. Alltel’s primary concern was with a
certification instruction that required CETC to remove all expenses and investments associated
with the Southwestern Bell Telephone Company (SWBT) study area from its justification of use
of FUSF support. As discussed above, this requirement was imposed by the Commission because
no FUSF high cost support is available to any carrier providing service in a SWBT study area due
to expenditures in that area; however, Alltel indicated it was unaware this criterion would be
utilized in evaluating use of FUSF support and believed it to be improper.

On September 1, 2006, Staff filed its response to Alltel's petition. Staff explained that
Alltel's misunderstanding was caused by an incorrect reference contained in the certification
instructions and clarified which citation should have been made. In addition, Staff argued any
misunderstanding by Alltel of the instructions adopted in the Commission's prior orders could be
taken into account when the Commission evaluated Alltel's certification data, but the certification
for the year 2005 regarding FUSF information should not be delayed due to the FCC's deadline of
October 1, 2006 for the submission of certifications. Staff noted that it did not oppose a review of
the substantive issue raised by Alltel, regarding certification requirements for CETC:s related to
expenditures and investments in incumbent local exchange carrier (ILEC) study areas, but Staff
suggested that the Commission open a new docket to address the issue.

Based upon the concerns expressed by Alltel, the Commission issued an order in Docket
No. 07-GIMT-025-GIT, dated September 25, 2006, that found it appropriate to revisit this issue.
The Commission concluded that it would be best to revisit this certification requirement in a new
generic docket. This procedure would allow all interested parties, including carriers currently
seeking ETC designation, to present their arguments. The Commission opened Docket No. 07-
GIMT-498-GIT on November 21, 2006, for this purpose.
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In Docket No.07-GIMT-498-GIT, the Commission requested that interested parties
address several questions to elicit information regarding whether ETCs serving both in FUSF
supported areas and unsupported areas should continue to be required to exclude expense
information for those areas not receiving FUSF support from data filed for the Commission’s
certification of appropriate use. Specifically, since SWBT’s territory is the only area in Kansas
that does not receive FUSF support for which certification is required, the Commission requested
information regarding whether it should continue to exclude expenditures in SWBT territory from
data used to justify the appropriate use of FUSF support. The following parties filed entries of
appearance in the docket: Cellular Network Partnership d/b/a Pioneer Cellular (Pioneer); Nex-
Tech, Inc.; Nec-Tech Wireless, L.L.C.; State Independent Alliance (SIA); Sprint Spectrum
L.P.(Sprint); Alltel; United Telephone Company of Kansas d/b/a Embarq, United Telephone
Company of Eastern Kansas d/b/a Embarq, United Telephone Company of Southcentral Kansas
d/b/a Embarq, Embarq Missouri, Inc d/b/a United Telephone Company of Southeastern Kansas
(collectively referred to as Embarq); USCOC of Nebraska/Kansas d/b/a U.S. Cellular (U.S.
Cellular); and, RCC Minnesota, Inc. (RCC). The Commission received pre-hearing briefs on
legal issues, prefiled direct and rebuttal testimony, held a hearing, and received post-hearing briefs
from interested parties. After reviewing this information, the Commission issued an order on
August 9, 2007, in which it declined to revise its prior decision to exclude expenditures and
investment in non-supported areas from data used to certify an ETC’s use of FUSF support except
to the extent an ETC can establish through allocations that there is a benefit from these
expenditures to customers in supported areas.

In reaching its decision, the Commission relied on two basic rationales. The Commission
examined the fairness to carriers and to customers of allowing some carriers to utilize FUSF
support received for providing service to a high cost area in an area the FCC has not recognized as
being a high cost area. The Commission acknowledged that while some areas within the SWBT
service area would be considered rural by most observers, the FCC has not recognized the areas as
being in need of high cost model support. Thus, SWBT and CETCs do not receive FUSF support
for customers served in the SWBT service area and certification is unnecessary. Certification is
necessary for the few CETCs serving both SWBT service areas and other areas in the state that
FCC has determined warrant high cost loop support. The Commission also determined that it
would interfere with the operation of competitive markets to allow these few CETCs to utilize
FUSF support received for serving other areas of Kansas to be used in the SWBT area when
neither SWBT nor other CETCs designated only within the SWBT area receive such support.
Such certification would allow for a use of FUSF funds that favored only some competitors and
therefore would not be competitively neutral.

While the CETCs serving both SWBT and other service areas within Kansas argued that
the Commission’s certification rules harmed rural customers, the Commission found otherwise.
Allowing a CETC to utilize FUSF support received for serving customers in areas recognized by
the FCC as being high-cost in non-high cost areas would deprive the rightful recipients of FUSF
support of investment that would otherwise occur in their service area. It is the FCC that has
determined which areas of the state are in need of FUSF support. Therefore, the Commission
suggested that the complaining CETCs should seek remedy at the FCC by requesting that the FCC
revisit its FUSF support mechanisms.
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It should be emphasized that the Commission decision does not in any way interfere with a
CETC’s ability to spend non-FUSF funds in SWBT territory. It simply means that if the CETCs
wish to remain eligible to receive FUSF high cost support, they must spend the support in the high
cost areas that are eligible for support.
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785.276.8201 Phone

Testimony of Dan Jacobsen, President — AT&T Kansas
Regarding SB 450
Before the Senate Utilities Committee
February 4, 2010

Mr. Chairman and Members of the Committee,

My name is Dan Jacobsen. | am the President of AT&T Kansas. | appear before
the committee today to explain that AT&T is neutral on SB 450.

This bill might be considered unfair to AT&T because it will allow wireless
companies to use federal USF funds to build wireless services in our territories
while we are not eligible to receive these same subsidies. However, we
understand that customers in rural areas want wireless services. Customer
preferences have shifted from traditional landlines to other technologies —
especially wireless. AT&T does not want to stand in the way of customers
receiving alternative services. Consequently we are neutral on SB 450.

Thank you for this opportunity to comment.

Senate Utilities Committee
February 4,2010
Attachments 6-1
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MEMORANDUM
To: Senate Committee on Utilities
From: Kristen Kellems, Assistant Revisor
Date: February 4, 2010

Subject: SB 402

This bill amends K.S.A. 66-2005(q)(1)( C) and (D) which requires business and
residential telecommunications carriers requesting deregulation to demonstrate that
there are two or more nonaffiliated telecommunications carriers providing local
telec;ommunications service to business and residential customers, and that one of
those carriers be a provider of mobile radio services.

The amendment provides clarifying language that in making the demonstration,
the requesting telecommunications carrier doesn’t have to show that the mobile radio
service provider is providing services to business or residential customers specifically,

just that it is providing service to customers in the exchange area.

Senate Utilities Committee

February 4,2010
Attachments 7-1
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