Approved: April 1, 2011
Date
MINUTES OF THE HOUSE ENERGY AND UTILITIES COMMITTEE

The meeting was called to order by Chairman Carl Holmes at 12:30 p.m. on March 21, 2011, in Room
785 of the Docking State Office Building.

All members were present.

Committee staff present:
Matt Sterling, Office of the Revisor of Statutes
Mary Torrence, Office of the Revisor of Statutes
Cindy Lash, Kansas Legislative Research Department
Corey Carnahan, Kansas Legislative Research Department
Renae Hansen, Committee Assistant

Others attending:
Twenty Nine including the attached list.

Continued Action on:
SubSB72-Telecommunications

Representative Tom Sloan moved to amend SubSB72 (Attachment 1) page 16. Seconded by
Representative Don Hineman.

Discussion ensued between Representatives: Forrest Knox, Tom Sloan, and Annie Kuether.
Matt Sterling helped to answer committee questions.

Motion to amend fails 8-10.

Representative Tom Sloan moved to amend SubSB72 (Attachment 2) page 18 of last weeks handout, line
8 but excluding line 12 down to lines 30 suggesting the carrier of last resort and exchanges not eligible
for KUSF funds but still be eligible for lifeline support. Seconded by Representative Vern Swanson.

Discussion ensued between Representatives: Mike Slattery, Nile Dillmore, and Tom Sloan.
Representative Mike Slattery asked to divide the question into 3 parts.
Discussion ensued on Part A by Representatives: Mike Burgess, and Tom Sloan.

Motion to amend Part A failed 4-14.

Discussion ensued on Part B by’ Representatives: Forrest Knox, Vern Swanson, Tom Sloan, Don Hineman,
Mike Burgess, and Annie Kuether.

Clarification was made on the motion of part B the rural rate not go up at a rate higher than 50% of the
rate of the Urban rate.

Motion to amend Part B failed 3-15.

Discussion ensued on Part C by Representatives: Mike Slattery, Greg Smith, Nile Dillmore, Tom Sloan,
and Mike Burgess.

Clarification was made on the motion part C which is the final piece lines 24-32 on page 18 of
(Attachment 2).

Motion to amend Part C passed 12-6.

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
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appearing before the committee for editing or corrections.




CONTINUATION SHEET

The minutes of the House Energy and Utilities Committee at 9:00 A.M. on March 21, 2011, in Room
785 of the Docking State Office Building.

Representative Tom Sloan moved to amend SubSB72 (Attachment 2) page 18, lines 42 to top page 19
line 4. Seconded by Representative Vern Swanson.

Discussion ensued between Representatives: Mike Slattery, Tom Sloan, and Forrest Knox.
Matt Sterling helped to answer committee questions.

Motion to amend was withdrawn.

Representative Phil Hermanson moved to amend SubSB72 (Attachment 3) page 16, line 31 which price
caps lifeline rates. Seconded by Representative Mike Slattery.

Discussion ensued between Representatives: Gail Finney, Vern Swanson, Phil Hermanson, Tom Sloan,
and Mike Burgess.

Motion to amend passed 10-9.

Representative Nile Dillmore moved to amend SubSB72 (Attachment 4) page 13 which would direct
KCC to provide an annual report_regarding all providers. Seconded by Representative Annie Kuether.

Discussion ensued between Representatives: Forrest Knox, Mike Burgess, and Nile Dillmore.

Motion to amend passed.

Representative Tom Sloan moved to amend SubSB72 (Attachment 2) page 19 lines 17-24 to deal with
who should best provide carrier of last resort. Seconded by Representative Stan Frownfelter.

Discussion ensued between Representatives: Mike Burgess, Tom Sloan, Reynaldo Mesa, Nile Dillmore,
and Don Hineman.

The intent of the motion was clarified to explain that it is technology neutral, to strike on line 22, broad
band and an alternative.

Motion to amend failed.

Representative Tom Sloan moved to amend SubSB72 (Attachment 2) page 19 lines 25- 29 to deal with
what the electing carrier is still responsible for. Seconded by Representative Annie Kuether.

Discussion ensued between Representatives: Mike Slattery, Nile Dillmore, Tom Sloan, and Forrest Knox.

Motion to amend failed.

Representative Tom Sloan moved to amend SubSB72 ( Attachment 2) page 25 lines 1-6 and page 26 lines
pertaining to how to deal with the existing infrastructure. Seconded by Representative Mike Slattery.

Discussion ensued between Representatives: Mike Slattery, Forrest Knox, Nile Dillmore, and Tom Sloan.
Matt Sterling helped answer the committee questions.

Motion to amend failed.

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. ' Page2



CONTINUATION SHEET

The minutes of the House Energy and Utilities Committee at 9:00 A.M. on March 21, 2011, in Room
785 of the Docking State Office Building.

The action on SubSB72 was suspended.

The next meeting is scheduled for March 22, 2011upon lunch recess of the house.

The meeting was adjourned at 1:58 P.M.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to the
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individuals appearing before the committee for editing or corrections.



HOUSE ENERGY AND UTILITIES COMMITTEE
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 16

consumers and to ensure compliance with quality of service standards adopted
for all local exchange carriers and telecommunications carriers in the state.

t shall be referred to as an “electing carrier.’ [A local
exchange carrier may make such election by providing the commission with
at least 90 days’ written notice of election.

Such notification shall include
information regarding the number of access lines the carrier serves in each
of the carrier's exchanges.

e shall not be sub]ect fo przce regulaz‘zon and shall be subject
to nondiscriminatory regulation by the commission in the same manner as and
subject to no more regulation than other telecommunications carriers
operating in the state, except that the carrier shall remain subject fo:

(A) The reasonable resale of retail telecommunications services, as well
as unbundling and interconnection obligations as required by K.S.A. 66-2003,
and amendments thereto,

(B) the requirements of subsection (c) concerning infrastate access
charges; :

(C) the requirements of the KLSP, as required by K.S.A. 66-2006, and
amendments thereto; and

(D) shall remain eligible fo receive KUSF funding.

(3) An electing carrier’s rates for single residential or business local
exchange access lines in its rural exchanges shall be no higher than the
average of such rates for single residential or business local exchange access
lines respectively in its urban exchanges.

(4) An electing carrier may elect to be relieved of the requirement to
serve as carrier of last resort, as required by K.S.A. 66-2009, and amendments
thereto, by providing written notification to the commission of the specific
urban exchanges for which the electing carrier is electing to be relieved of
carrier of last resort obligations, in the electing carrier's urban exchanges.

carrier. 1
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 11

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 (@)(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 B 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

(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 § 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 areal Ono 6f uch

€] HC LI
(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
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

[As Amended by Senate Committee of the Whole]
Session of 2011

SUBSTITUTE FOR SENATE BILL No. 72

By Committee on Utilities

AN ACT concerning te
66-1,187] and 66-20!
66-2005 and repealing the existing sections.

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

Section 1. K.S.A. 50-6,103 is hereby amended to read as follows: 50-
6,103. (a) As used in this section:

(1) "Express authorization" means an express, affirmative act by a
consumer clearly agreeing to a change in the consumer's telecommunications
carrier or local exchange carrier to another carrier.

(2) "Supplemental telecommunication services" means any property or
services for which any charge or assessment appears -on a billing statement
directed to a consumer by a local exchange carrier or telecommunications
carrier, including but not limited to personal 800 number services, calling card
plans, internet advertisement and website services, voice mail services, paging
services, psychic services, psychic memberships, dating services or
memberships, travel club memberships, internet access services and service
maintenance plans. "Supplemental telecommunication services" does not
include direct dial services to which a per use charge applies.

(3) "Telecommunications services" has the meaning provided by K.S.A.
66-1,187, and amendments thereto.

(b) No local exchange carrier or telecommunications carrier shall submit
or cause to be submitted to a local exchange carrier an order to change a
consumer's telecommunications carrier or local exchange carrier to another
carrier without having obtained the express authorization of the consumer
authorized to make the change. The local exchange carrier or
telecommunications carrier requesting the change shall have the burden of
proving the express authorization by a preponderance of the evidence. It shall
not be a violation of this subsection for a local exchange carrier to assign a
consumer to a telecommunications carrier for purposes of intralata services
pursuant to order of the state corporation commission.

(¢) No supplier shall:

(1) Engage in any activity, conduct or representation that has the capacity
to mislead, deceive or confuse the consumer, while soliciting or verifying a
change in a consumer's telecommunications carrier or local exchange carrier to

HOUSE ENERGY AND UTILITIES DATE: %[ | | 2olt
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 3

(h) The attorney general and the state corporation commission shall enter
into a memorandum of understanding providing for the cooperation and
sharing of information necessary to enforce this section agamst suppliers and
to assist consumers under federal and state law.

(i) This section shall be part of and supplemental to the Kansas consumer
protection act.

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

(a¢) "Broadband" means the | ransmission of digital
signals at rates equal to or greater than 1.5 megabits per second.

(b) '"CLASS services" means custom local area signaling services,
which include automatic callback, automatic recall, calling number
identification, selective call rejection, selective call acceptance, selective call
Sorwarding, distinctive ringing and customer originated trace.

(c) "Commission" means the state cor, poration commission.

(d) "Dialing parity" means that a person that is not an affiliate of a
local exchange carrier is able to provide telecommunications services in
such a manner that customers have the ability to route automatically,
without the use of any access code, their telecommunications to the
telecommumcatlons carrier of tlze customel s deSlgnatzon from among two
or  more telecommunzcatwns carrzels, mcludmg such local exchange
carrier. . . - , \ \

" (¢) "Federal act" means the fedei al telecommunications act of 1 996,
PL. 104-104 (amending the commumcatzons act of 1934, 4 7 U. S C. §151, et
seq.) |

(/] "ISDN " means mtegrated services dtgttal network which is a
network and associated technology that provides szmultaneous voice and
data communications over a single communications channel.

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

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

(i) "Number portability” has the meaning ascribed to it in the federal
act,

() "1+ intraLATA dialing parity" means the ability of a local exchange
service customer to specify the telecommunications or local exchange
carrier that will carry the intraLATA long distance messages when that
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 4

customer dials either "1" or "0" plus a 10-digit number.

(k) "Operating area' means:

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

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

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

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

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

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

(p) '"Universal service" means telecommunications services and
facilities which include: single party, two-way voice grade calling; stored
program controlled switching with vertical service capability; E911
capability; tone dialing; access to operator services; access to directory
assistance; 1 equal access to long distance services;

(q) "Enhanced universal service" means telecommunications services,
in addition to those included in universal service, which shall include:
Signaling system seven capability, with CLASS service capability; basic and
primary rate ISDN capability, @{the technological equivalent f
fiber interconnectivity, or the ftechnological equivalent, between central
offices; and broadband capable facilities to: All Dbuildi chools
accredited pursuant to K.S.A. 72-1101 et seq., and amendments thereto;
hospitals as defined in K.S.4. 65-425, and amendments thereto; public
libraries; and state and local government facilities which request broadband
services.]

Sec. 3. K.S.A. 66-2002 is hereby amended to read as follows: 66-2002.
The commission shall:

o



SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisot's office)

SB 72—Am. by SCW 5

(a) Adopt a definition of "universal serv1ce and "enhanced unlversal

Werkdiiass A AL -

(b) authonze»any 1equest1ng telecommunications carrier to prov1de local
exchange or exchange access serv1ce pursuant to subsection (a) of K.S.A. 66-

(c) on or before July 1, 1996 the commission shall initiate -a proceeding
to adopt gu1del1nes to ensure that all telecommunications carriers and local
exchange carriers preserve and enhance universal service, plotect the public
safety and welfare, ensure the continued quality: of telecommunications
services and safeguard the rights of consumers;
(d)' ' 'revieW‘,.‘ap rove and '_ens'ure" compha ‘with' netwo1l< 1nf1ast1uctu1e
plans submitted by ocal exchange carriers: pulsuantu to K.S'A; 66-2005¢

necessar); for enforcmg slamming restrictions;
(k) ._.Qommencmg on June 1 1997 and peuodlcally thereafter,_v.,

enhanced umve1sal sew1ce and KUSF takmg 1nto account _a ances
telecommumcatxons and mformatmn technology and serv1ces

(I).- on or before January T, 1997, 1n1t1ate and’ complete a proceedlng to
gstablish minimum ~quality ‘of serv1ce standa1ds ‘which . w1ll be equally
applicable to all local exchange carriers and telecommumcatlons carriers in the
state; any local e*(change carrier or telecommumcat1ons carrier’ Vlolatmg such
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 6

standards, for each occurrence, shal it and pay a penalty of not less than
0, nor more than f 0; violations of such standards shall
be enforced in accordance with provisions of K.S.A. 66-138 and 66-177, and
amendments thereto; and

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

Sec.2{[B: K.S.A. 2010 Supp. 66-2005 is hereby amended to read as
follows: 66- . (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, b1 its technological
equivalen . 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 KUSE. 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 and shall not be subject to the
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 7

provisions of K.S.A. 66-136 and 66-127, and amendments thereto, except as
otherwise provided in such sections. 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 (I) 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; ccredited 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 commltment to provide basic rate ISDN service, P
technological equlvalent»” at prices which are uniform throughout the
carriet's service area. Local exchange carriers shall not be required to allow
retail customers purchasing the 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 infrastate
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

2-
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 12

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.

(q) (1) Beginning July 1, 2006, 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 (qQ)(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.

A=
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SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 13

(D) in any exchange in which there are fewer than 75,000 local exchange
access lines served by all prov1ders 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
1esrdent1a1 customers rega1 dless of whether the entity provides local service in

(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
w1thout 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 perrod 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
serv1ces mtraLATA long drstance serv1ce or mterLATA 1ong dlstance service;
and‘ ‘ ' g
(G) local exchange carriers shall offer a unrform prrce throughout each
such exchange for services subject to prrce deregulation, under this subsection,
including packages or bundles of services, except as provrded in subsection (1)
or as otherwise approved by the commission.

(2) For the purposes of this subsection: -

(A)  Any entity providing ; M’;ﬂ ) Mm@voiee gp g’gﬂservrce shall be
considered as a local telecommunications service prov1der regardless of
whether such entlty is subject to regulatlon by the commrssron

o7

network of dral-up mtemet network
e considered a Jocal telecommunications service provider;

(C) telecommunications carriers offering only prepaid
telecommunications service shall not be oons1dered 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

)9
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previously offered telecommunications services, must receive a certificate of
convenience based upon a demonstration of technical, managerial and
financial viability and the ability to meet quality of service standards
established by the commission. Any telecommunications carrier or other entity
seeking such certificate shall file a statement, which shall be subject to the
commission's approval, specifying with particularity the areas in which it will
offer service, the manner in which it will provide the service in such areas and
whether it will serve both business customers and residential customers in
such areas. Any structurally separate affiliate of a local exchange carrier that
provides telecommunications services shall be subject to the same regulatory
obligations and oversight as a telecommunications carrier, as long as the local
exchange carrier's affiliate obtains access to any services or facilities from its
affiliated local exchange carrier on the same terms and conditions as the local
exchange carrier makes those services and facilities available to other
telecommunications  carriers. ~ The  commission  shall  oversee
telecommunications carriers to prevent fraud and other practices harmful to
consumers and to ensure compliance with quality of service standards adopted
for all local exchange carriers and telecommunications carriers in the state.

(x) (1) Any local exchange carrier with a majority of the carrier § local
exchange access lines in the state price deregulated pursuant to s bsection
(q 2 COLY-0L 18]
elect to no longer be regulated as a local exchange carrier and, not
withstanding any other provisions, upon such election shall instead be
regulated as a telecommunications carrier, excepl ds provided in this
subsection. A local exchange carrier making such election shall be referred to
as an “electing carrier.” [A local exchange carrier may make such election
by providing the commission with at least 90 days’ written notice of election.
tice of election shall include a verified statement that t
f the carrier’s local exchange access lines have been 10t 10

5 S gepnigey.  Such  notification shall include
information regarding the number of access li 1
of the carrier's exchanges be
. Within 45 days of receipt of such a notification, the
commission shall review the information concerning the carrier’s local
exchange access lines and upon failure of the commission, within 45 days of
receipt of the notification, to determine that a majority of such lines of the
carrier are not price deregulated the commission shall designate the carrier
as an electing carrier.] ;

(2) An electing carrier shall not be subject to price regulation and shall
be subject to nondiscriminatory regulation by the commission in the same
manner as and subject to no more regulation than other telecommunications
carriers operating in the state, except that the carrier shall remain subject to:

(A) The reasonable resale of retail telecommunications services, as well

2-41



O oo ~1O\N W W

SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 18

as unbundling and interconnection obligations as required by K.S.A. 66-2003,
and amendments thereto; o . o
(B) the requirements of subsection (c) concerning intrastate access
charges; o f S ‘ : :
(C) the requirements of the KLSF, as required by K.S.A. 66-2006, and
amendments thereto, G| :

u adba b

p b= st - Zam YRR pid g 4
(3) An electing carrier’s rates for single residential or business local

exchange access lines in ‘its rural exchanges shall be no higher than the

average of such rates for single residential or
lines respectively in its urban exchanges..

11

business local exchange access
T

Aot aiptrt oo 2R Lﬁg&_\g NG A @g%)i AV : : P
(4) * An electing carrier may elect to be relieved of the requirement fo

serve as carrier of last resort, as required by K.S.4. 66-2009, and amendments
thereto, by providing written notification to the commission of the specific
urban exchanges for which the electing carrier is electing to be relieved of
carrier of last resort obligations, in the electing carrier's exchanges.

" (5)  Notwithstanding any other provision of law to the contrary, an
electing carrvier that notifies the commission that the electing carrier chooses
10 be relieved of carrier of last resort obligations in specific urban exchanges
or any local exchange carrier that does not have a carrier of last resort
obligation in a specific exchange shall not be eligible for KUSF funding for
carrier of last resort obligations, as required by K.SA4. 66-2009, and
ﬁz}indments the;eto, | ol ”\jinw those vsgevcj\w}icwixchgn esib

Jol T CHBIEE o KUS o Kl

(6) Notwithstanding the provisions of this subsection (x), an electing
carrier shall le residential local exchange access linesijand

R

ke
B (A)  “Rural exchange” means any exchange in which the
than 6,000 local exchange access lines served by Y




o
OOV O IO N A WD) -

U)wwwMNNNNNNNNNHHHHF—‘H)—lHH
gw[\)?—AO\OOO\IO\U‘!-PUJ[\)P—‘O\OOO\]O\LI‘I-P-UJI\)P‘

35
36
37
38
39
40
41
42
43

SB 72 Proposed Amendment
Requested by Rep. Sloan
Prepared by M. Sterling (Revisor's office)

SB 72—Am. by SCW 19

3, and
) “urban exchange” means any exchange in which there are
75,000 or more local exchange access lines served by |

25 ot

(v) Notwithstanding the provisions of this act, a telecommunications
carrier is entitled to interconnection with an electing carrier to transmit and
route voice traffic between both the telecommunications carrier and the
electing carrier regardless of the technology by which the voice traffic is
originated by and terminated to a consumer. The commission shall afford such
telecommunications carrier all substantive and procedural rights available o
such carrier regarding interconnection pursuant to 47 US.C. §§ 251 and 252
as in effect on the effective d thi :

Sec. 6. K.S.A. 2010 Supp. 79-32,117 is hereby amended to read as

follows: 79-32,117. (a) The Kansas adjusted gross income of an individual
means such individual's federal adjusted gross income. for the taxable year,
with the modifications specified in this section.

(b) There shall be added to federal adjusted gross income:

(i) Interest income less any related expenses directly incurred in the
purchase of state or political subdivision obligations, to the extent that the
same is not included in federal adjusted gross income, on obligations of any
state or political subdivision thereof, but to the extent that interest income on
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obligations of this state or a political subdivision thereof 1ssued priot to
January 1, 1988, is spe01ﬁcally exempt from income tax under the laws of this
state authorizing the issuance of such obligations, it shall. be excluded from
computation of Kansas adjusted gross income whether or not included in
federal adjusted gross income. Interest income on obhgatlons of this state or a
political subdivision thereof issued after December 31, 1987, shall be excluded
froni computation of Kansas adjusted gross income whether ornotincluded in
federal adjusted gross income.

(i) Taxes on or measured by income or fees or payments in lieu of
income taxes 1mposed by this state or any other taxing jurisdiction to the
extent deduct1b1e in- determmmg federal - adJusted gross: income and not
credited agamst federal 1neome tax. This pa1ag1aph ‘shall not apply to taxes
1mposed undex the’ pr0V131ons of K.S. A.79- 1107 or 79- 1108, and amendments
thereto, for privilege tax year 1995, and all such years thel eafter

(111) The federal net operating loss deduction. A

@) Federal income tax refunds recewed by th"‘"taxp ayer-if-the deductlon

’ deprec1at10n deductxon or. busmess expense
deductxon clalmed on the taxpaye 's;'ffedelal income. tax return for any capital
expenditure i in makmg afly ‘building or. fa0111ty accessible to the handleapped
for. which, _expenditure-the taxpayer claimed. the. credit:allowed by K.S.A. 79:

32 177 and amendments thereto

~ (vi) Any amount. of de31gnated employee contnbutlons plcked up by an
erhployer. pursuant to K.S.A. 12~ 5005, 20-2603; 74- 4919 and: 74-4965, and
amendments to such sectlons

(vii) The amount of any charitable” cont11but10n made to the extent the
same is claimed as the basis for the ‘credit allowed pursuant to K.S.A. 79-
32,196, and amendments ther eto

(viii) * The amount of any costs 1neu11ed for improvements to a swine
facility, claimed for deduction in determining fede1al adjusted gross income, to

the extent the same is claimed as the basis for any credit allowed pursuant to
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K.S.A. 2010 Supp. 79-32,204 and amendments thereto.

(ix) The amount of any ad valorem taxes and assessments paid and the
amount of any costs incurred for habitat management or construction and
maintenance of improvements on real property, claimed for deduction in
determining federal adjusted gross income, to the extent the same is claimed as
the basis for any credit allowed pursuant to K.S.A. 79-32,203 and amendments
thereto.

(x) Amounts received as nonqualified withdrawals, as defined by K.S.A.
2010 Supp. 75-643, and amendments thereto, if, at the time of contribution to
a family postsecondary education savings account, such amounts were
subtracted from the federal adjusted gross incomé pursuant to paragraph (xv)
of subsection (c) of K.S.A: 79-32,117, and amendments thereto, or if such
amounts are not already included in the federal adjusted gross income.

(xi) The amount of any contribution made to the same extent the same is
claimed as the basis for the credit-allowed pursuant to K.S.A. 2010 ‘Supp. 74-
50,154, and amendments thereto. ;

(xii) For taxable: years commencing after December. 31, 2004; amounts
received as withdrawals. not in ‘accordance with the provisions.of K.S.A: 2010
endments thereto, if, at the time of contribution to.ar
¢ account, ‘such amounts were subtracted from the
_ income-purstiant to paragraph (xiii) of su
if such amounts are not already included in the federal adjusted gross in

(xiii) * The "amount -of " any expenditures - claimed for - deduct
deterniining federal adjusted-gross income, to the extent the same is-cl

ned as
the basis for any credit allowed pursuant to K.S:A.. 2010 Supp:: 79-32,217

9

through -79-’32;2_20"6r 7 9;32;222;‘ahd_~'ainéndmeﬁts ’thereto‘.

(xiv)  The amount of any amortization deduction. claimed in determining

federal adjusted gross income to the extent the same is claimed for deduction
pursuant to K.S.A. 2010 Supp. 79-32,221, and amendments thereto.

(xv)_ The amount of “any’ expenditures claimed: for. deduction .in
détermining federal adjusted gross income, to the extent the same is claimed as
the basis for any credit allowed pursuant to K.S.A. 2010 Supp. 79-32,223
through 79-32,226, 79-32,228. through 79-32,231, 79-32,233 through. 79-
32,236, 79-32,238 through 79-32,241, 79-32,245 through 79-32,248 or. 79-
32,251 through 79-32,254, and amendments thereto.

(xvi) The amount of any amortization deduction claimed: in determining
federal adjusted gross income to the extent the same is claimed for deduction
pursuant to K.S.A. 2010 Supp. 79-32,227, 79-32,232, 79-32,237, 79-32,249,
79-32,250 or 79-32,255, and amendments thereto.

(xvii): The amount of any amortization deduction claimed in determining
federal adjusted gross income to the extent the same is claimed for deduction
pursuant to K.S.A. 2010 Supp. 79-32,256, and amendments thereto.

(xviii) For taxable years commencing after December 31, 2006, the
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amount of any ad valorem or property taxes and assessments paid to a state

other than Kansas or local government located in a state other than Kansas by
a taxpayer who resides in a state other than Kansas, when the law of such state
does not allow a résident of Kansas who earns incomie in such other state to
claim a deduction for ad valorem or property taxes-or assessments paid to a
political subdivision of the state of Kansas in determrmng ‘taxable income for
income tax purposes in such other state, to the extent that such taxes and
assessments are claimed as an itemized deduction- for federal income tax
purposes.

(c) There shall be subtracted from federal adjusted gross income:

@) Interest or- dlvrdend income’ on obhgatlons or securities of any
authorrty, commlssron or. mstrumentahty of " the ".';Umted States and it
Ssession exp sctly. incurred in the urchase of’ such

obhgatlons or’ securltles 16 the xtent m.clude- in ' fe v
income but “exempt from state: income taxes under: the laws ‘of the United
States

the'i 1ncome or: gam or to a tmst‘or estate ﬁ om whrch themtaxpayer 1ecerved the
income or garn"

(v). The amount of any refund or credrt for Verpayment of taxes on or

thls state or any taxmg Jumsdlctmn, to the extent.mcluded in gross income for
fedel al income tax purposes.

(vi) Accumulatlon dxstrrbutlons recerved by a taxpayer as’ a beneﬁc1a1y of
a“trust to the extent. that the" same are-included in- federal adjusted ‘gross
income.

(vii) ~ Amounts’ received as’ annurtres under the federal civil service
retirement system ‘fiom the civil service retirement ‘and disability fund and

ihcome taxes 1mposed by

Z“/L/
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other amounts received as retirement benefits in whatever form which were
earned for being employed by the federal government or for service in the
armed forces of the United States.

(viii) Amounts received by retired railroad employees as a supplemental
annuity under the provisions of 45 U.S.C. 228b (a) and 228¢c (a)(1) et seq.

(ix) Amounts received by retired employees of a city and by retired
employees of any board of such city as retirement allowances pursuant to
K.S.A. 13-14,106, and amendments thereto, or pursuant to any charter
ordinance exempting a city from the provisions of K.S.A. 13-14,106, and
amendments thereto.

(x) For taxable years beginning after December 31, 1976, the amount of
the federal tentative jobs tax credit disallowance.under the provisions of 26
U.S.C. 280 C. For taxable years ending after Decembe1 31, 1978, the amount
of the targeted jobs tax credit and work incentive credit drsallowances under
26 U.S.C. 280 C.

(xi) - ‘For taxable -years: beginning ‘after December: 31, 1986;. d1v1dend
income ofi stock issued- by Kansas’ Venture Caprtal Inc,

(xit)-For taxable years. beginning - ‘after. December. 31, 1989-, amounts
received: by retrred employees of a boa1d of pubhc ut1ht1es as- nsior and
retirement benefits pursuant 1o K. S.AL 13- 1246 13-1246a and '13-1249" -and
amendments thereto.

(xm) For taxable years becmmno after December 31, 20'
contributed to and the amount of income’ eamed on contnbutrons deposrted to
an md1v1dua1 development account under K. S:A.2010: Supp.74-50,201; et
seq.;'and amendments thereto.

(x1v);:,; Hor' all taxable years eommencmg after Decembe1 _3 1 '1996 that
por‘uon of any income of a bank orgamzed ‘under the laws of th € or any
other state, a national: bankmg association’ organized: under the 1aws of the
Umted States an association orgamzed under the savings and loan code of thls
state or any other state, or ‘a federal savings. association oroamzed under the
Jaws of the United States, for which an’ election as an S corporatron unde1
subchapter S of the federal internal revenue code is in effect, which accrues to
the. taxpayer who is a stockholder -of such. corporation and; ‘which.is. not
distributed to the stockholders as dividends of the cofporation.

(xv) For all taxable years beginning after December 31, 2006, amounts
not exceeding $3,000, or $6,000 for a married couple filing a joint return, for
each desrgnated beneficiary which are contributed to a family postsecondary
education savings account established under the Kansas postsecondary
education savings program or a qualified tuition program established and
maintained by another state or agency or instrumentality thereof pursuant to
section 529 of the internal revenue code of 1986, as amended, for the purpose
of paying the qualified higher education expenses of a designated beneficiary
at an institution of postsecondary education. The terms and phrases used in this

215
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paragraph shall have the meaning respectively ascribed thereto by the
provisions of K.S.A. 2010 Supp. 75-643, and amendments thereto, and the
provisions of such sectron are hereby mcorporated by reference for. all
purposes thereof.

(xvi) For the tax year beginning after December 31, 2004 an amount not
exceeding $500; for the tax year beginning after December 31, 2005, an
amount not exceeding $600; for the tax year beginning after December 31,
2006, an amount not exceeding $700; for the tax year beginning after
December 31, 2007, an amount not exceeding $800; for the tax year beginning
December 31, 2008, an amount not exceeding $900; and for all taxable years
commencing after Decembet 31, 2009, an amount not exceeding $1,000 of the
premium costs.for quahﬁed long—term care insutance contracts, as defined by
subsection (b) of séction 7702B of pubhc law 104-191.

(xvii) - For- all taxable years beglnmng after December 31, 2004, amouts
received by taxpayers who are or were members of the armed forces of the
Umted States, 1nc1ud1ng serv1oe 1n the Kansas arm & 'd'?;arr natlonal guard as

federal adjusted oross 1ncome of a taxpaye1 Wlth federal adjusted gros ncome
of :$50,000 or less,. whether such taxpayers filing status is" single,. head of
household marued filing separate or married filing jointly;’ and for all taxable
years beginning after December 31, 2007 ‘amounts received.as beneﬁts under
the federal social secunty act which are included in federal adjusted gross
income of a taxpayer with federal adjusted gross income of $75,000 or less,
whether such taxpayer's filing status is single, head of household ‘married
filing separate or married filing jointly.

- (xx) Amounts received by retired employees of Washburn university. as
retirement and pension benefits under the university's retirement plan.
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(d) There shall be added to or subtracted from federal adjusted gross
income the taxpayer's share, as beneficiary of an estate or trust, of the Kansas
fiduciary adjustment determined under K.S.A. 79-32,135, and amendments
thereto.

(e) The amount of modifications requ1red to be made under this section
by a partner whlch 1e1ates to items' of income, gam loss, deductron or credit of
a“partnership shall be determrned under K.S.A. 79-32,131, and amendments
thereto, to the extent that such itéms: affect federal adjusted gross income of
the partner

Sec: 7. K.S.A.~2010- Supp 79-32, 138 s hereby ‘amended 10 read ‘as
follows: 79~ 32,138: (a) Kansas taxable income of a corporatmn taxable under
this act shall be the- corporatrons federal taxable income. for the: taxable. year
wrth the modrﬁcatrons specrﬁed mfthls sectlon

and amendments the1 eto is clarmed.'

(111) The amount of 2 any charltable contrrbutron deduction claimed for any
contrrbutron or gift to or for the’ USC,;'Of any. racrally segregated educatlonal
mst1tut10n

) There shall be subtracted from federal ‘taxable income:- (i) The same
modifications as are set- forth” in’ subsect1on (©) of K.S.A. 79-32, 117 “and
amendments thereto with respect to resident individuals.

(ii) The federal income tax liability for any. taxable year commencmg
prior to December 31, 1971, for Wlnch _ 'Kansas return was filed “after
reduction for all credits thereon, except credrts for payments on estimates of
federal income tax, credits for gasoline and lubricating oil tax, and for foreign
tax credits if, on the Kansas income tax return for such prior year, the federal
income tax deduction was computed on the basis of the federal income tax
paid in such prior year, rather than as accrued. Notwithstanding the foregoing,
the deduction for federal income tax liability for any year shall not exceed that
portion of the total federal income tax liability for such year which bears the
same ratio to the total federal income tax liability for such year as the Kansas
taxable income, as computed before any deductions for federal income taxes
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and after. apphcatlon of subsections (d) and (e) of this section as existing for
such year, bears to the federal taxable income for the same year.

(iii) * An amount for the amortization deduction allowed purSuant to

K.S.A. 2010 Supp. 79- 32,221, 79-32,227, 79-32,232, 79-32,237, 79-32, 249,
79-32 250 79-32,255 or 79- 32, 256 and amendments theleto ‘

(iv) For all taxable years commencing after December 31, 1987 the
amount included in federal taxable income pursuant to the provisions of
section 78 of the internal revenue code.

(v) For all taxable years commencing after December 31, 1987, 80% of
dividends from corporations incorporated outside of the United States or the
District of Columbia which are mcluded in federal taxable income.,

//
publication in the statute book.
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consumers and to ensure compliance with quality of service standards adopted
for all local exchange carriers and telecommunications carriers in the state.

(x) (1) Any local exchange carrier with a majority of the carrier’s local
exchange access lines in the state price deregulated pursuant to subsection (q)
may elect to no longer be regulated as a local exchange carrier and, not
withstanding any other provisions, upon such election shall instead be
regulated as a telecommunications carrier, except as provided in this
subsection. A local exchange carrier making such election shall be referred to
as an “electing carrier.” [A local exchange carrier may make such election
by providing the commission with at least 90 days’ written notice of election.
The notice of election shall include a verified statement that a majority of
the carrier’s local exchange access lines are price deregulated. Such
notification shall include information regarding the number of access lines
the carrier serves in each of the carrier's exchanges. Within 45 days of
receipt of such a notification, the commission shall review the information
concerning the carrier's local exchange access lines and upon failure of the
commission, within 45 days of receipt of the notification, to determine that a
majority of such lines of the carrier are not price deregulated the
commission shall designate the carrier as an electing carrier.]

(2) An electing carrier shall not be subject to price regulation and shall
be subject to nondiscriminatory regulation by the commission in the same
manner as and subject to no more regulation than other telecommunications
carriers operating in the state, except that the carrier shall remain subject to:

(A) The reasonable resale of retail telecommunications services, as well
as unbundling and interconnection obligations as required by K.S.A. 66-2003,
and amendments thereto;

(B) the requirements of subsection (c) concerning intrastate access
charges,

(C) the requirements of the KLSP, as required by K.S.A. 66-2006, and
amendments thereto;

U

shall remain eligible to receive KUSF funding.

(3) An electing carriers rates for single residential or business local
exchange access lines in its rural exchanges shall be no higher than the
average of such rates for single residential or business local exchange access
lines respectively in its urban exchanges.

(4) An electing carrier may elect to be relieved of the requirement to
serve as carrier of last resort, as required by K.S.A. 66-2009, and amendments
thereto, by providing written notification to the commission of the specific
urban exchanges for which the electing carrier is electing to be relieved of
carrier of last resort obligations, in the electing carrier's urban exchanges.

(5) Notwithstanding any other provision of law to the contrary, an
electing carrier that notifies the commission that the electing carrier chooses

HOUSE ENERGY AND UTILITIES
DATE: 3/ 7’(/75/(
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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 Dbasic 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 (q)(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 j information i

bt i

service offerings

vailable in price deregulated exchangés and
the number of competitors in price deregulated exchanges;

gl

(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, intralLATA 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

HOUSE ENERGY AND UTILITIES
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