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MINUTES OF THE HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS.

The meeting was called to order by Chairperson Doug Lawrence at 1:30 p.m. on February 22, 1996 in Room

522-S of the Capitol.

All members were present except:

Committee staff present: Lynne Holt, Legislative Research Department
Bob Nugent, Revisor of Statutes
Mary Ann Graham, Committee Secretary

Conferees appearing before the committee: David Heinemann, General Counsel - Kansas Corporation
Commission

Ron Hein - Classic Communications

Kent Weatherby - Western Resources

Senator Stan Clark

Representative Fred Gatlin

Corey Johnson, Mayor - Bogue,KS

Kenneth Clark, Attorney - Bogue, KS

Bob Hooper - Bogue, KS

Fred Pratt - Hill City,KS

Alex Leslie - Morland, KS

Roger VonFeldt, Assistant General Manager - Rural Telephone

Chris McKenzie, Executive Director - League of Kansas
Municipalities

Others attending: See attached list

Chairman Doug Lawrence called the meeting to order at 1:30 p.m. He called the committee’s attention to
several documents that had been distributed. First, Telecommunications Act of 1996: Statutory Deadlines for
Major Required FCC Actions. (See Attachment 1) Second, a copy of a letter of complaint filed with the
Federal Corporation Commission by Multimedia Hyperion. (See Attachment 2) Third, Other States
Infrastructure Funds, from Walker Hendrix, Citizens’ Utility Ratepayer Board. (See Attachment 3) He
announced that HB 3056 has been taken off the agenda for today. However, he wants the committee to hear
the discussion and problems concerning the franchise issue in one part of our state.

The Chairman opened public hearing on HB 2763.

HB 2763: An Act concerning cities; relating to the franchising authority thereof;
amending K.S.A. 12-2001, 12-2002 and 66-131 and repealing the
existing sections.

The Chairman welcomed David Heinemann, General Counsel, KCC. Mr. Heinemann appeared as neither a
proponent or opponent of HB 2763 . He did offer comments to the committee on behalf of the Kansas
Corporation Commission. (See Attachment 4)

Unless specifically noted, the individual remarks recorded herein have not been ftranscribed
verbatim. Individual remarks as reported herein have not been submitted to the individuals 1
appearing before the committee for editing or corrections.



CONTINUATION SHEET

MINUTES OF THE HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS, Room 313 -S
Statehouse, at 1:30 p.m. on February 22, 1996.

The Chair welcomed Ron Hein, legislative counsel for Classic Communications, which owns significant cable
television franchises in Kansas and other states. He spoke in favor of HB_2763 in behalf of Classic
Communications. (See Attachment 5)

The Chair welcomed Kent Weatherby, Western Resources. Mr. Weatherby appeared in support of
HB 2763. There are four additional statutes relating to electric and natural gas franchises he believes should
also be addressed in this legislation. (See Attachment 6)

Chairman Lawrence introduced Senator Stan Clark to the committee. Senator Clark opposed HB 2763, he
feels this bill is an attempt to place KCC certificate authority above a municipalities authority to grant a
franchise. (See Attachment7 & 8)

The Chair recognized Representative Fred Gatlin, Atwood, Kansas. He believes there will be limits with what
the Federal legislation will allow concerning the franchise issue. He urged the committee to look at what they
expect to happen as we move toward competition in rural areas. (See Attachment 9)

The Chairman welcomed Corey Johnson, Bogue, Kansas to the committee. Mr. Johnson testified against
HB 2763, he believes passage of this bill would allow the KCC to impose a franchise on cities against their
will. (See Attachment 10)

The Chairman welcomed Kenneth Clark, Attorney representing Bogue, Kansas. Mr. Clark opposes

HB 2763, he feels this matter comes up at a time when the people are demanding the Federal Government

give powers back to the states and to the people. (See Attachment 11)

The Chairman introduced Bob Hooper, a citizen from Bogue, Kansas. Mr. Hooper testified against
HB 2763, he feels this bill would diminish the power and authority of city councilmen and women who are
ultimately responsive to local voters. (See Attachment 12)

The Chair welcomed Fred Pratt, a member of the City Council of Hill City. Mr. Pratt opposes HB_ 2763, he
believes cities always had the right to franchise, and thinks it’s strange that Hill City had to take their case to

the Supreme Court to keep it. (See Attachment 13)

The Chair welcomed Alex Leslie, Morland, Kansas to the committee. Mr. Leslie opposed HB 2763. He
feels if this bill passes, the KCC will have the first, as well as the last word on who serves Kansas
communities. He feels the citizens now have the first word through the cities franchising power and doesn’t
want that power taken away. (See Attachment 14)

The Chairman welcomed Roger Vonfeldt, Assistant General Manager of Rural Telephone. Mr. Vonfeldt
opposes HB 2763, due to the fact that it proposes to eliminate the franchise authority of second and third
class cities in Kansas. (See Attachment 15)

The Chairman welcomed Chris McKenzie, Executive Director, League of Kansas Municipalities. Mr.
McKenzie appeared on behalf of the League’s 540 member cities of all population sizes in opposition to
HB 2763. He believes the public policy of our state has recognized the necessity of local, municipal control
of public property when it is proposed to be used for any purpose. (See Attachment 16)

The Chairman reminded the committee of Monday, March 4, which has been set aside for questions of all the
conferees on HB 2994,

The meeting adjourned at 3:15 p.m.

The next meeting is scheduled for March 4, 1996.
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Telecommunications Act of 1996: Statutory Deadlines for
Major Required FCC Actions

1996:

By March 8, 1996:*
(one month)

Institute and refer to a Federal-State Joint Board a proceeding to recommend changes to
universal service regulations. (Bill at 17.)

FCC chairman shall appoint chairman of the board of directors of the Telecommunications
Development Fund. (Bill at 104.)

By May 8, 1996:
(three months)

Prescribe an alternate dispute resolution process that could be used to establish industry
standards for telecommunications or customer premises equipment. (Bill at 45.)

By June 8, 1996:
(four months)

Issue regulations to allow cable operators to aggregate their equipment costs into broad .
categories. (Bill at 66.)

By August 8, 1996:
(six months)

Complete all actions necessary to establish regulations implementing the interconnection
and related requirements of section 251 for LECs and incumbent LECs. (Bill at 7-8.)

Adopt rules on geographic uniformity of subscriber interexchange rates. (Bill at 19.)

Issue regulations to enforce prohibition on LEC use of calls received by providers of alarm
monitoring services for marketing purposes. (Bill at 53.)

Promulgate regulations to prohibit restrictions that impair a viewer's ability to receive video
programming services through devices designed for over-the-air reception of television
broadcast signals, multipoint distribution service, or direct broadcast satellite services. (Bill at
62.)

Prescribe regulations on open video systems. (Bill at 70.)
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Complete inquiry on levels of closed captioning on video programming, and submit report
to Congress. (Bill at 75.)

Commence inquiry to examine use of video descriptions on video programming. (Bill at
76.) !

Revise regulations to prevent unfair billing practices for information or services provided
over toll-free telephone calls. (Bill at 97.)

Complete action in ET Docket 93-62 to prescribe and make effective rules regarding the
environmental effects of radio frequency emissions. (Bill at 102.)

Executive branch will prescribe procedures for access to federal property for CMRS
operators. (Bill at 102.)

By September 8, 1996:
(seven months)

Complete proceeding on availability of advanced telecommunications capability to all
Americans. (Bill at 103.)

By November 8, 1996:
(nine months)

The Federal-State Joint Board must make its recommendations to the FCC on changes to
universal service regulations. (Bill at 17)

Take all actions necessary (including any reconsideration) to prescribe regulations to promote
competition among pay phone service providers. (Bill at 53-54.)

1997:

By February 8, 1997:
(one year)

Prescribe regulations to require incumbent LECs to share infrastructure with qualifying
carriers for provision of universal service. (Bill at 23.)

Promulgate rules on procedure to be used by a public utility holding company to petition FCC _

to become an 'exempt telecommunications company.' (Bill at 28).

Television rating code for v-chip technology to take effect if FCC, in consultation with
other parties, determines that distributors of video programming have not, by one year of
enactment, established voluntary rules for rating video programming and agreed voluntarily to
broadcast signals that contain ratings. (Bill at 91.)

By May 8, 1997:
(15 months)

Complete a single proceeding on universal service to implement the recommendations of
the Joint Board. (Bill at 17.)

Complete a proceeding to identify and eliminate market entry barriers for entrepreneurs
and other small businesses in the provision and ownership of telecommunications services
and information services, or in the provision of parts or services to providers of
telecommunications services and information services. (Bill at 22-23.)

By August 8, 1997:
(18 months)



Develop guidelines in conjunction with Architectural and Transportation Barriers Compliance

Board for accessibility of telecommunications and customer premises equipment to persons
with disabilities. (Bill at 21.)

Prescribe regulations on closed captioning and video programming. (Bill at 75.)

1998:

By February 8, 1998:
(two years)

Prescribe regulations to govern the charges for pole attachments used by
telecommunications carriers to provide telecommunications services when the parties fail to
resolve a dispute over such charges. (Bill at 99-100.)

By August 8, 1998:
(30 months)

Initiate a notice of inquiry on the availability of advanced telecommunications
capability to all Americans. (Bill at 103.) Conduct regular proceedings on this issue
thereafter.

2000:

By February 8, 2000:
(four years)

By rule or order, may extend sunset of separate affiliate safeguards on BOC interLATA
information services. (Bill at 41.)

2001:

By February 8, 2001:
(five years)

Report to Congress on the implementation of the broadcasters' ancillary or

supplementary services fee (under program to be established by FCC -- no time frame
set). (Bill at 57.)

Regulations governing charges for pole attachments become effective. (Bill at 100.)
2006:

By February 8, 2006:
(10 years)

Conduct evaluation of the advanced television services program. ( Bill at 57.)

Variable:

Complete any proceeding to implement Joint Board universal service recommendations
subsequent to the initial proceeding within 1 year of receiving them. (Bill at 17.)

Report to Congress every three years starting 5/8/2000 on any regulations prescribed to
eliminate small business market entry barriers and identify for Congress the statutory
barriers to be eliminated. (Bill at 23.)

Act on any application of a company to become an "exempt telecommunications



company'' within 60 days of receipt. (Bill at 28.)

Review and act on complaints concerning failures by BOCs to meet conditions for
interLATA approval within 90 days. (Bill at 36-37.)

May extend sunset of safeguards on BOC manufacturing services or interLATA
telecommunications services.three years from interLATA authorization by FCC. (Bill at
41.)

Following initial report to Congress on the broadcasters' ancillary or supplementary

services fee, annually advise Congress on the amounts collected pursuant to such program.
(Bill at 57.)

Any carrier, or class of carriers, may petition the FCC to forbear from regulating the
carrier(s) or any service offered by the carrier(s). Any such petition will be deemed granted
if the FCC does not act on it within one year. (Bill at 77.)

Piper & Marbury
L.L.P,

* All dates based on 2/8/96 enactment.

Note: The FCC has yet to release its official schedule of rulemaking proceedings that it will undertake to
implement the provisions of the Act. Many proceedings will involve a Notice of Proposed Rulemaking, as well
as active participation from industry and the public.
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2-21-1996 B5:28PM  FROM Multimedia Hyperion Tel. TO 19133686365 P.O.

¥ Multimedia Hyperion
Union Station ¢ 701 E. Douglas ' Wichita, Kansas 67202 .

Aebyary 211995,

The Honorable DOug Lawrence | . '
Chairman - House Select Comrmttee on Telecommumcatxons S

- House of Representa’uves : o
‘State Capital
Topeka, KS 66‘612

' »'Dear Cheurman Lawrence:
, ]P'x‘)llcwvwy up on-my letter of Monday, Fcbruary 19; attached is acopy of the .
- Letter of Complamt filed with the Federal Communications Commssmn I will keep you

-mformed of any actions whlch the FCC takes in the course of resolvmg our concerns

) Agam I apoiog1zc for the delay and trust t}ns correspondence IS reSponswe to
yout request ' o

| Sm‘cerc;ly', :

_Brian Lippold

S cei Committee Members
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LEONALO JARYEY KBMNEDY WASHINGTON, D.C.
DIREC T DiAL 2Q2:776-2508

02-21-1996 95:25FM FROM Multimedia Hyperion Tel. T0 19133686365  P.G3

Dow, LOHNES & ALBERTSON

A PROFRSQIOINAL LIMITELD LIABILITY CoMrany
ATTORNEYS AT Law

ORI RAVTNIA DRIVY; « AT, 1600

ATLANIA, atmgA 3034612468
mmmwmuﬁ-#mw-mmmmw PRLSBMONG 770 901 G800

TELEPHONE 202.776-2080 « PAUSIMILE 202.776:4222 FattaNiLe 770:90( axT#

February 21, 1996

VIA MESSENGER

Ms, Regina Keeney

Chief, Common Carrier Burean
Federst Communications Commission
1919 M Street, N.W., Rm. 500
Waskington, D.C. 20554

Re:  Southwestern Bell Tarff F.C.C. No. 73. Tranymiteal No. 2527
Dear Ms. Keeney:

Y am writing on behalf of Multimedia Hyperion Telecommunications ("Muitimedia™)
th express concern regarding the above-referenced tariff amendments made by Southwestern
Bell Telephone Company, Although these amendments were permitted to take uffect on
January 30, 1996, they illustate the type of anticompetitive bebavior that will be faced by
new entrants in the local telecommunications market.

Multimedia is a competitive access provider certified by the Kansas Public Service
Commissiot: to provide teleconmunications sarvices in the Wichita aren. Multimedia isa
panmership of Hyperion Telecommunications, Tne, and Gannett Company. The intecstate
services provided by Multisedia compete directly with the interstate access scrvices provided
by Southwestern Bell under Tariff F.C.C. No. 73.

In Transmitta] No. 2527, Southwestern Bell proposed changing several recurring rates
and nonrecurring charges for the SecureNet Services under its Special Access High Capacity
end MegaLink Custom Sesvice categories. Southwestern Bell’s SecureNet services provide
customers with redundant facilitles for high capacity transport services. The amondments
proposed in Transmittal No. 2527 eliminate many of the recurring and nonrecurring charges
associated with these services. '

The anticompetitive effect of the proposed changes on Multimedia and other potential
competitors may be substantial, By providing redundant facilities to customers without
charge, Southwestern Bell substantially decreases a customer's incentive 1o obtain service
from a mote efficient alternative provider. Given the limited competition that currently
exists, Southwestetty Bell's practice is likely to perpetuate its dominance in the markes.
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=-21-1996 B5:30PM FROM Multimedia Hyperion Tel. T0 13133686365 P.O:

Ms. Regina Keeney
February 21, 1996
Page 2

Targeted price reductions like those contained in Transmittal No, 2527 likely will
me common ag incumbent LECs face increasing competitive threats, The Commission
must adapt a policy 1o ensure the emergence of competition just as the Commission hag

established competitive thresholds that must be met before LECs can offer volume discounts,

There is no similar threshold that must be met or policy conditions satisfied bafore |
nonrecurring charges can be eliminated.

As the Burea begins the process of implementing the Telecommunications Act of
1996 and considers substantial changes (o its LEC price cap and access charge regimes, it
oust keep in mind the tremendous potential that exists for this type of anticompetitive
pricing. Before the Commission considers granting incumbest LECs any additional pricing
flexibility, it must be sure thar competition is well established in a particular geographic
market and that incumbents are not provided the tools to drive potential competitors ous of
the market.

Please do pot hesitate to contact us should you need any additiona? information about
this situestion.

Sieerely,

L,

Counsel for Multimedia Hyperion Telecommunications



State of Kansas

BILL GRAVES GOVERNOR o y ngw
FRANK WEMER CHAIRMAN Citizens’ Utility Ratepayer Board
DONNA KIDD VICE-CHAIR
AW. DIRKS MEMBER
LAVON KRUCKENBERG MEMBER 1500 Southwest Arrowhead Road
GENE MERRY MEMBER TOPEKA, KANSAS 66604-4027
WALKER HENDRIX CONSUMER COUNSEL Ph. 913-271-3200
TO: Lynne Holt

FROM: Walker Hendrix
RE: Other States Infrastructure Funds
DATE: February 21, 1996

My staff did some checking around to inquire about how other states are
funding infrastructure deployment. After speaking with the National
Regulatory Research Institute, the National Conference of State Legislatures,
and the California and Texas public utility commissions, no state, to their
knowledge, relies on consumers to fund infrastructure. The Texas commission
stated that the Texas legislature determined Southwestern Bell was
overearning. SWB is, therefore, required to pay into the infrastructure fund
along with commercial mobile service providers. Attached is the Texas
telecommunications infrastructure fund legislation. See page 3.

Hope this helps. If you need any additional information, please feel free
to call me.

//ﬁé’je Sel/Cosms - 72/&14/37/&
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Texas Infrastructure Fund

Sec. 3.606. TELECOMMUNICATIONS INFRASTRUCTURE FUND.

(a)

In this section: o
(1)  "Board" means the Telecommunications Infrastructure Fund Board.

2) "Fund" means the telecommunications infrastructure fund.

3) "Institution of higher education" has the meaning assigned by Section 61.003,
Education Code, and also includes a "private or independent institution of higher
education" as defined by Section 61.003, Education Code.

4@ "Library" means a "public library," or "regional library system" as those terms
are defined by Section 441.122, Government Code, or a library operated by an
institution of higher education or a school district.

(5) "School district" has the meaning assigned by Section 19.001, Education Code.

(6) "Private network services" means the telecommunications services provided to an
entity described in Section 3.359(b)(1)(A) of this Act and includes broadband
services, customized, and packaged network services and does not limit the local
exchange company from providing these services with facilities which are also
used to provide other services to other customers.

7 "Public, not-for-profit hospital" or "public not-for-profit health care facility”
means a rural or regional hospital or entity such as a rural health clinic which is
supported by local or regional tax levies or is, under federal definition, a certified
not-for-profit health corporation.

() "Telemedicine" means consultive, diagnostic, or other medical services delivered
via telecommunications technologies to rural or underserved public,
not-for-profit hospitals and primary health care facilities in collaboration with an
academic health center and associated teaching hospitals or tertiary centers.
Telemedicine includes, but is not limited to, interactive video consultation,
teleradiology, telepathology, and distance education for working health care
professionals.

) "Commercial mobile service provider" means a provider of commercial mobile
service under Sections 153(n) and 332(d), Communications Act of 1934 (47
U.S.C. Section 151 et seq.), Federal Communications Commission rules, and
the Omnibus Budget Reconciliation Act of 1993.

The legislature finds that commercial mobile service
providers benefit from the public telecommunications
network by the ability to originate and terminate calls
that transverse mobile and cellular network and that they
will benefit by virtue of the advancement of the public
telecommunications network through projects funded under

L4



this section. Therefore, it is the policy of this state
that commercial mobile service providers contribute an
appropriate amount to the telecommunications infrastructure
fund. .

The board shall administer the fund, including the two
accounts in the fund. The board consists of nine members.
Three members are appointed by the governor, three members
are appointed by the lieutenant governor, and three members
are appointed by the governor from a list of individuals
submitted by the speaker of the house of representatives.
Members of the board serve for staggered, six-year terms,
with three members' terms expiring on August 31 of each
odd-numbered year. The governor shall designate the
presiding officer of the board.

The governor and the lieutenant governor, in making their
appointments to the board, and the speaker of the house of
representatives, in compiling the list of recommended
persons, shall attempt to select members who are
representative of, but not limited to, urban and rural
school districts, institutions of higher education,
libraries, and the public. A person may not serve on the
board if the person is required to register as a lobbyist
under Chapter 305, Government Code, because of the person's
activities for compensation on behalf of a profession
related to the operation of the board.

Members of the board serve without pay but are entitled to
reimbursement for their actual expenses incurred in
attending meetings of the board or in attending to other
work of the board if approved by the chairman of the board.
The board is subject to Chapters 551 and 2001, Government
Code. The board is subject to Chapter 325, Government Code
(Texas Sunset Act). Unless continued in existence as
provided by that chapter, the advisory board and this
section expire September 1, 2006.

The board is authorized to employ any personnel as
reasonably necessary to perform duties delegated by the
board, and the board may also enter into contracts as are
necessary with state agencies or private entities to
perform its duties.

The board may appoint any committees as it determines may
assist it in performing its duties under this section.

The board shall prepare an annual report detailing the
revenues deposited to the credit of the fund, including
each account, and summarizing the grants and lcoans made
from each account. Not later than January 15 of each year,
the board shall submit the report for the preceding year to



the governor and to each standing committee in the senate
and house of representatives that has jurisdiction over
public or higher education.

The fund is composed of the telecommunications utilities
account and the commercial mobile service providers
account. The telecommunications utilities account is
financed by an annual assessment on all telecommunlcatlons
utilities doing business in this state. Bach
Atelecommunlcatlons utility shall pay the annual assessment
in accordance with the ratio that the annual taxable
telecommunications receipts_ Teported by that o
telecommunications utility under Chapter 151, Tax Code,
bears to the total annual taxable telecommunlcatlons

irecelpts treported by all telecommunications utilities under

Chapter_ 151, Tax Code.
.The commercial mobile service providers account is financed -

by an annual assessment on all commercial mobile service

prov1ders d01ng business in this state. _[Each CQ-gg;uzL

_moblle service provider shall pay the annual assessment in
.agcg~aénce with the ratio that the annual taxable
telecommunlcatlons receipts reported by that “provider under

Chapter 151, Tax Code, bears to the total annual taxable

telecommunications receipts reported by all commercial
mobile service prov1ders under Chapter 151, Tax Code.

‘For the fiscal year beginning September 1, 1995, and for

;he nine fiscal yvears immediately following that vear, for
a total of 10 years, the comptroller shall assess and
collect a total annual amount of $75 million from
telecommunlcatlons utilities and a total annual amount of

~§75'm11110n from commercial mobile service providers. The .

amounts ass§§§§g_§ga1nst both the télecommunications
utilities and the commercial mobile service providers shall
e assessed and collected in each year without respect to

_.whether all of the funds previously collected and deposited

in either or both accounts Thave been disbursed or spent due
jle) nd ise.

The comptroller may requlre telecommunications utilities
and commercial mobile service providers to provide any
reports and information as are needed to fulfill the duties
of the comptroller provided by this section. Any
information provided to the comptroller by a
telecommunications utility or commercial mobile service
provider under this section is confidential and exempt from
disclosure under Chapter 552, Government Code.

All amounts collected by the comptroller from
telecommunications utilities under Subsection (1) of this

W
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section shall be deposited to the credit of the
telecommunications utilities account in the
telecommunications infrastructure fund in the state
treasury. All amounts collected by the comptroller from
commercial mobile service providers under Subsection (1) of
this section shall be deposited to the credit of the
commercial mobile service providers account in the
telecommunications infrastructure fund in the state
treasury. Money in the fund may be appropriated only for a
use consistent with the purposes of this section. Sections
403.094 and 403.095, Government Code, do not apply to the
fund or either account. '
From funds appropriated to the board, the comptroller shall
issue warrants as requested by the board in accordance with
the purposes of this section, including warrants to
grantees of the board in amounts certified by the board to
the comptroller.
In addition to any appropriated funds, the board may accept
gifts, grants, and donations and use them for the purposes
of this section. ‘
The board shall use money in the telecommunications
utilities account to award grants and loans in accordance
with this section to fund equipment purchases, including
computers, printers, computer labs, and video equipment,
for public schools and for intracampus and intercampus
wiring to enable those public schools to use the equipment.
The board shall use money in the commercial mobile service
providers account for any purpose authorized by this
section, including equipment purchases, wiring, material,
program development, training, installation costs, or any
statewide telecommunications network.
Subject to the limitations prescribed by Subsection (q) of
this section, the board may award grants to projects and
proposals that:
(1 provide equipment and infrastructure needed for distance learning, information
sharing programs of libraries, and telemedicine services;

2) develop and implement the initial or prototypical delivery of courses and other
distance learning material;

3) train teachers, faculty, librarians, or technicians in the use of distance learning or
information sharing materials and equipment;

4) develop curricula and instructional material especially suited for delivery by
telecommunications;



5) provide electronic information; or
6) establish or carry out information sharing programs.
Subject to the limitations prescribed by Subsection (qg) of

this section, the board may award loans to projects and
proposals to acquire equipment needed for distance learning

and telemedicine projects,

(t) In awarding grants and loans in accordance with this
section, the board shall give priority to projects and
proposals that:

(D

2
©)
4

)

(6)
M
(&)

represent collaborative efforts involving multiple schools, universities, or
libraries;

contribute matching funds from other sources;
show promise of becoming self-sustaining;

help users of information learn new ways to acquire and use information through
telecommunications; '

extend specific educational information and knowledge services to groups not
previously served, especially those in rural and remote areas;

result in more efficient or effective learning than through conventional teaching;
improve the effectiveness and efficiency of health care delivery; or
take advantage of distance learning opportunities in rural and urban school

districts with disproportionate numbers of at-risk youths or with high dropout
rates.

(u) The Texas Higher Education Coordinating Board, the Central
Education Agency, and the Texas State Library and Archives
Commission shall adopt policies and procedures in
consultation with the board that are designed to aid the
board in achieving the purposes of this section.

(v) In distributing funds to public schools, the board shall
take into account the relative property wealth per student
of the recipient school districts and recognize the unique
needs of rural communities.

As soon as possible after the effective date of this Act, the
governor and lieutenant governor shall appoint the members of the
Telecommunications Infrastructure Fund Board created by Section
3.606, Public Utility Regulatory Act of 1995, as enacted by S.B.
319, Acts of the 74th Legislature, Regular Session, 1995, as



added by this Act. The governor shall appoint two members with
terms explring on August 31, 1997, two members with terms
explring on August 31, 1999, and two members with terms expiring
on August 31, 2001. The terms of the members appointed from the
list provided by the speaker of the house of representatives must
be staggered so that the terms of one-third of those appointees
explire every odd-numbered year. The lieutenant governor shall
appoint one member with a term expiring on August 31, 1997, one
member with a term expiring on August 31, 1999, and one member
with a term expiring on August 31, 2001. All laws or parts of
laws 1in conflict with this Act are repealed effective September
1, 1995.

37



SELECT COMMITTEE ON TELECOMMUNICATIONS

Testimony presented by David J. Heinemann, General Counsel
Kansas Corporation Commission
February 22, 1996
House Bill 2763

The Commission appears today not as a proponent or opponent of House Bill
2763 and would like to offer the following comments to the committee.

First, this bill is an obvious response to the findings of the Kansas Supreme
Court in the United Tel. Co. v. City of Hill City, 258 Kan. 208 (1995), case wherein the
Court set forth its understanding of the powers of the cities, telephone companies
and the KCC regarding franchising, construction of infrastructure and certification
of telephone companies. I trust that the proponents and other conferees will brief
the committee on that decision.

Second, because of the enactment of the "Telecommunications Act of 1996"
the need for this legislation may no longer exist. Alternatively, its enactment in
some form may be required to help facilitate the implementation of the
Telecommunications Act. The direction to be taken is a proper issue before this
committee. I would specifically call your attention to the provisions of "Sec. 253.
Removal of Barriers", a copy of which I have appended to this testimony and, in
particular, subsections (a), (c) and (d). It would appear that this language makes it
clear that local units of government still have the authority to grant franchises and
charge nondiscriminatory fees for the use of their right-of-ways; however, it also
appears that they may not prohibit the ability of any telecommunications entity to
provide any interstate or intrastate service. The Federal Communications
Commission is given specific authority to preempt any state or local unit of
government which acts are deemed contrary to this section.

Finally, if the committee recommends the passage of House Bill 2763 in some
form we would call to your attention our concern with new subsection (b) in Section
3 of the bill. This language requires that notice be given to all cities to be served
whenever a common carrier or public utility seeks certification from the KCC. We
have no problem with this, except that it should be pointed out that there are many
certificates issued, particularly to resellers and operator service providers, which
affect all cities in the state. These are not facility based operators and they are not
required to obtain a franchise. It would appear that the drafters of this legislation
were primarily interested only in those instances wherein a franchise might be at
issue and we would suggest that notice be limited to only those certificate requests.
Also, the language is silent as to who is responsible to give notice and we feel that
this could be the appropriate responsibility of the applicant. Should this notice
requirement also apply to all non telecommunication utilities?
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filing the statement to cover the costs of approving and filing such
agreement or statement.

“(i) AVAILABILITY TO OTHER TELECOMMUNICATIONS CARRIERS. —
A local exchange carrier shall make available any interconnection,
service, or network element provided under an agreement approved
under this section to which it is a party to any other requesting
telecommunications carrier upon the same terms and conditions as
those provided in the agreement.

“(J) DEFINITION OF INCUMBENT LOCAL EXCHANGE CARRIER. —
For purposes of this section, the term ‘incumbent local exchange
carrier has the meaning provided in section 251(h).

“SEC. 253. REMOVAL OF BARRIERS TO ENTRY.

“(a) IN GENERAL.—No State or local statute or regulation. or
other State or local legal requirement, may prohibit or have the ef-
fect of prohibiting the ability of any entity to provide any interstate
or intrastate telecommunications service.

“(b) STATE REGULATORY AUTHORITY.—Nothing in this section
shall affect the ability of a State to impose, on a competitively neu-
tral basis and consistent with section 254, requirements necessary
to preserve and advance universal service, protect the public safety
and welfare, ensure the continued quality of telecommunications
services, and safeguard the rights of consumers.

“(c) STATE AND LocAL GOVERNMENT AUTHORITY.—Nothing in
this section affects the authority of a State or local government to
manage the public rights-of-way or to require fair and reasonable
compensation from telecommunications providers, on a competi-
tively neutral and nondiscriminatory basis, for use of public rights-
of-way on a nondiscriminatory basis, if the compensation required
is publicly disclosed by such government.

“(d) PREEMPTION. —If, after notice and an opportunity for pub-
lic comment, the Commission determines that a State or local gov-
ernment has.permitted or imposed any statute, regulation, or legal
requirement that violates subsection (a) or (b), the Commission
shall preempt the enforcement of such statute, regulation, or legal
requirement to the extent necessary to correct such violation or in-

. consistency.

“{e) COMMERCIAL MOBILE SERVICE PROVIDERS.—Nothing in this
section shall affect the application of section 332(c}(3) to commer-
cial mobile service providers.

“(f) RURAL MARKETS.~It shall not be a violation of this section
for a State to require a telecommunications carrier that seeks to
provide telephone exchange service or exchange access in a service
area served by a rural telephone company to meet the require-
ments in section 214(e)(l) for designation as an eligible tele-
communications carrier for that area before being permitted to pro-
vide such service. This subsection shall not apply—

*(1) to a service area served by a rural telephone company
that has obtained an exemption, suspension, or modification of
section 251(c)4) that effectively prevents a competitor from

| meeting the requirements of section 214{e)(1); and
*(2) to a provider of commercial mobile services.
|

January 31, 1996 (3:27 p.m.)
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“SEC. 254. UNIVERSAL SERVICE.
“(a) PROCEDURES TO REVIEW UNIVERSAL SERVICE REQUIRE-
MENTS, —

“(1) FEDERAL-STATE JOINT BOARD ON UNIVERSAL SERVICE.—
Within one month after the date of enactment of the Tele-
communications Act of 1996, the Commission shall institute
and refer to a Federal-State Joint Board under section 410(c)
a proceeding to recommend changes to any of its regulations in
order to implenment sections 214(e) and this section, including
the definition of the services that are supported by Federal
universal service support mechanisms and a specific timetable
for completion of such recommendations. In addition to the
members of the Joint Board required under section 410(c), one
member of such Joint Board shall be a State-appointed utility
consumer advocate nominated by a national organization of
State utility consumer advocates. The Joint Board shall, after
notice and opportunity for public comment, make its rec-
ommendations to the Commission 9 months after the date of
enactment of the Telecommunications Act of 1996.

“(2) COMMISSION ACTION.—The Commission shall initiate a
single proceeding to implement the recommendations from the
Joint Board required by paragraph (1) and shall complete such
proceeding within 15 months after the date of enactment of the
Telecommunications Act of 1996. The rules established by such
proceeding shall include a definition of the services that are

supported by ¥ ‘sral universal service support mechanisms
and a specific etable for implementation. Thereafter, the
Commission sh ‘omplete any proceeding to implement sub-
sequent recom ‘ations from any Joint Board on universal
service within .. vear after receiving such recommendations.

“(b) UNIVERSAL : SRVICE PRINCIPLES.—The Joint Board and the
Commission shall base policies for the preservation and advance-
ment of universal service on the following principles:

(1) QUALITY AND RATES. —Quality services should be avail-
able at just. reasonable, and affordable rates.

“(2) ACCESS TO ADVANCED SERVICES.—Access to advanced
telecommunications and information services should be pro-
vided in all regions of the Nation.

“(3) ACCESS IN RURAL AND HIGH COST AREAS.-—Consumers
in all regions of the Nation, including low-income consumers
and those in rural, insular, and high cost areas, should have
access to telecommunications and information services, includ-
ing interexchange services and advanced telecommunications
and information services, that are reasonably comparable to
those services provided in urban areas and that are available
at rates that are reasonably comparable to rates charged for
similar services in urban areas.

“(4) EQUITABLE AND NONDISCRIMINATORY CONTRIBU-
TIONS.—All providers of telecommunications services should
make an equitable and nondiscriminatory contribution to the
preservation and advancement of universal service.

“(5) SPECIFIC AND PREDICTABLE SUPPORT MECHANISMS. —
There should be specific, predictable and sufficient Federal and
State mechanisms to preserve and advance universal service.

January 31, 1996 (3:27 p.m.)
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Mr. Chairman, Members of the Committee:

My name is Ron Hein, and I am legislative counsel for Classic Communications
which owns significant cable television franchises in Kansas and other states. Classic
provides services to over 600,000 people living in 300 small towns in Texas, Oklahoma,
Missouri, Arkansas, and Kansas. As part of its overall telecommunications strategy,
Classic has also purchased four telephone franchises in Kansas. Classic’s mission is to
provide high quality telecommunications services at a competitive price in rural markets.

HB 2763 was introduced by this Committee at the request of Classic
Communications specifically for the purpose of insuring that the issue of franchise
authority was on the table in light of the Committee deadline. When Classic asked for the
introduction, we advised the Committee that United and the League of Kansas
Municipalities were working toward an agreement on a franchise bill which had been
approved for introduction by the House Energy and Natural Resources Committee on the
first day of the legislative session.

That bill was ultimately worked out between those two groups, and was
introduced as HB 3056. [ understand the League has now withdrawn support for HB
3056, and that there is no "compromise" bill. Classic was prepared to support the
compromise bill prior to this recent development.

HB 2763 attempts to clarify state policy regarding the franchise law of Kansas as
interpreted by the Kansas Supreme Court, and also to meet the requirements of the
Telecommunications Act of 1996. The bill provides that any common carrier or public
utility that is a holder of a certificate from the Kansas Corporation Commission shall not
be prohibited from providing services authorized by such certificate, including areas
located within the corporate limits of a city. Thus, the bill prohibits the governing body
of a city from prohibiting its citizens from having access to any or all telecommunications
providers.

i
|
|

Cities have the right to require a franchise to use the streets and other city rights-
of-way, and HB 2763 clarifies that right. The bill also prohibits discrimination in the
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implementation of franchise fees, and provides that franchises shall be for no less than 10
years. The 10 year provision is to insure that cities do not grant a franchise for a period
of time insufficient to amortize the costs of investment in infrastructure, and thereby
effectively deny a franchise.

Lastly, the Act provides for notice to be given to cities when a common carrier or
public utility seeks a certificate from the Kansas Corporation Commission and permits the
cities to intervene and provide information as to the applicant’s financial, managerial, and
technical capabilities.

This bill is in compliance with Sections 253 and 303 of the Telecommunications
Act of 1996 [see provisions of Act attached hereto].

This is a simple, straight forward bill which helps insure that all citizens wherever
they are located in state, and whether in a rural or an urban district, will have the right to
have access to the telecommunications provider of their choice.

You will hear opposition to this bill claiming United did not provide good service
to Hill City and Bogue, Classic is a bad company, and numerous other accusations. One
of the accusations is that "Classic begs for the passing of legislation enabling it to force
itself upon the communities of Bogue and Hill City."

HB 2763 does not force any citizen of Hill City, Bogue, or any other community to
purchase services from Classic. Classic would not think of asking for such draconian
legislation.

The issue here is whether the citizens of a community will have access to
telecommunications services, or whether the city governing body, consisting of a majority
of a quorum of a city commission or city council, will have the right to deny all of the
citizens of the city a choice. Were the cities to come before you and request authority to
prohibit its citizens from choosing a particular brand of bread, or a particular type of
milk, or the color or model of motor vehicle of their choice, the legislative response
would be one of shock. What difference is there that we are now talking about a choice
of another product, telecommunications services.

Nobody argues with the right of the city to have franchise authority to insure that
common carriers and public utilities obtain a franchise and pay a fee for use of the public
rights-of-way of the city. That is appropriate, and is recognized both in the
Telecommunications Act of 1996, and in HB 2763.

Obviously, if a utility needs to park a truck on a right-of-way to repair a line, or to
dig a trench to bury a cable, the city has a right to insure that that conduct is done in an
appropriate manner so as to protect its citizens for that action and also to receive a fee
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sufficient to compensate the city for the inconvenience of its citizens and the time and
effort of municipal employees with regards to that activity.

But that is not the issue here. The issue here is whether the private citizens of a
community will be told by their city commission that they cannot make a choice with
regards to telecommunications services. That denial of the consumers’ right to access to
all the providers of his or her choice will be giving far too much power to a handful of
people.

Classic sympathizes with the complaints of citizens who feel that previous service
by any provider has been inadequate, and HB 2763 reaffirms and expands upon the
ability of municipalities to express those concerns to the appropriate body, which is he
Kansas Corporation Commission. The KCC has the staff, financial resources, legal
expertise, and the statewide public interests in the quality of service provided by public
utilities and common carriers. ‘

When Classic is permitted to serve Hill City, its citizens will have an opportunity to
enjoy the quality of service they so desperately seek. In fact, in Hill City, the KCC has
granted dual authority to both Rural Telephone and Classic. That will enable the citizens
to have a choice between two companies who will both strive to provide exceptional
service and exceptional telecommunications product in order to earn the vote of the
consumer.

I understand that Rural Telephone is an opponent of this legislation. Rural may
feel that competition cannot work in small towns in the telephone industry. What is
amazing about Rural’s position is that while they support a franchise position that would
prohibit cable companies from competing with telephone companies, they, as a telephone
company, want to have the freedom to compete with the cable companies. In fact, Rural
Telephone is competing with Classic for cable business in Logan, population 575. This
competition is permitted under the federal laws governing cable companies.

In the city of WaKeeney, Classic was granted a franchise. Rural sought a franchise
in WaKeeney, but when told that they could have a franchise in addition to Classic, Rural
declined the offer. Shortly thereafter, a petition seeking a referendum of the WaKeeney
approval of the Classic franchise was begun, and after time and expense of an election at

public expense, the citizens overwhelrnmgly approved the WaKeeney franchise for
Classic.

This is an instance of a telephone company which appears to seek a monopoly
situation in its business, but believes that competition is fine in the cable company’s
business. If the legislature of the state is going to set monopolies as the form of doing
business in telecommunications, then it should at least make it a level playmg field for
everybody, and not proh1b1t competition with some telecommunications carriers, but
permitting competition with other telecommunications carriers.

523
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Classic is unsure what the citizens of Hill City are frightened about. Even if a
franchise is granted to Classic, if none of the citizens choose them as a service provider,
then Classic will simply have wasted its investment in the community.

We have heard a lot of testimony with regards to HB 2994 to the effect that the
state should encourage infrastructure development in telecommunications, especially in
the rural areas. You have heard Malcolm Clarrissimeaux testify with regards to HB 2994
that Classic agrees that the state should encourage investment in infrastructure and in
facilities-based companies.

Facilities-based competition as proposed by Classic would provide tremendous
investment in infrastructure and investment in the communities in rural Kansas. Classic
urges your support for HB 2763.

Thank you very much for permitting me to testify, and [ will be happy to yield to
questions.



TELECOMMUNICATIONS ACT OF 1996

Sec. 253. REMOVAL OF BARRIERS TO ENTRY

(a) IN GENERAL - No state or local statute or regulation, or other State or local
legal requirement, may prohibit or have the effect of prohibiting the ability of any entity
to provide any interstate or intrastate telecommunications service.

(c) STATE REGULATORY AUTHORITY - Nothing in this section affects the
authority of a State or local government to manage the public rights-of-way or to require
fair and reasonable compensation from telecommunications providers, on a competitively
neutral and nondiscriminatory basis, for use of public rights-of-way on a
nondiscriminatory basis, if the compensation required is public disclosed by such
government.

(d) PREEMPTION - If, after notice and on opportunity for public comment, the
Commission determines that a State or local government has permitted or imposed any
statute, regulation, or legal requirement that violates subsection (a) or (b), the
Commission shall preempt the enforcement of such statute, regulation, or legal
requirement to the extent necessary to correct such violation or inconsistency.

Sec. 303. PREEMPTION OF FRANCHISING AUTHORITY REGULATION OF
TELECOMMUNICATIONS SERVICES

(3)(A) If a cable operator or affiliate thereof is engaged in the provision of
telecommunications services--
(i) such cable operator or affiliate shall not be required to obtain a
franchise under this title for the provision of telecommunications services; and....

(B) A franchising authority may not impose any requirement under this title
that has the purpose or effect of prohibiting, limiting, restricting, or conditioning
the provision of a telecommunications service by a cable operator or an affiliate
thereof.



Chairman Lawrence and members of the committee:

My name is Kent Weatherby. I am on the legal staff of Western Resources and work in the area
of franchises and certificates of convenience and authority. Appearing with me today is Mr.
Stuart Lowry, General Counsel for Kansas Electric Cooperatives, Mr. Ed Schaub and Mr. Jon
Miles who I am certain are well known to the members. This testimony is made on behalf of the
Kansas Electric Cooperatives, Inc., an organization with 32 member rural electric cooperatives;
Western Resources, Inc and its operating entities KPL and KGE.

We are appearing in support of HB 2763. The bill provides an amendment to K.S.A. 12-2002
which is important to us. We have discussed the bill and have identified 4 additional statutes
relating to electric and natural gas franchises which we believe should also be addressed in this
legislation. Accordingly, we are suggesting changes in those statutes. The first is a definitional
change to K.S.A. 12-2001 which is the statute under which all franchises are granted to electric
and natural gas local distribution companies. This change makes it clear that a municipality
franchises only the use of its streets, city rights of way and other public places and not the conduct
of the business generally. Suggested language is attached as a balloon to the text of the bill.

The second change relates to the right of a municipality to acquire utility facilities upon expiration
of a franchise. The existing statute K.S.A. 12-811 was enacted in 1923 and was last revised in
1941. Significant changes have occurred in the nature of the utility business since 1941. In 1941
the typical electric distribution system in a municipality was a relative low voltage connected to a
local power production source. In acquiring the utility plant in a city under those conditions the
city acquired the power plant, the transmission system and the distribution system since it was all
located within the limits of the city.

In the last 20 years small city wide power production facilities have virtually vanished. Large
regional power plants are strategically located in the state to take advantage of terrain, natural
resources, environmental and ecological harmony. Cities are now linked to these production
facilities by bulk power transmission lines of up to 345,000 volts. Those voltages are lowered at
regional substations for delivery into a substation or substations serving a city. Those voltages
are in turn lowered at the city’s substation for delivery to the consumer.

The existing statute providing for city acquisition of utility facilities ignores the changed
circumstances and only compensates the utility for the poles and wires located within the city.
The investment in power plants and transmission facilities incurred for and committed to the
municipality is stranded and is shifted to the remaining customers of the utility. This situation
was not intended when existing K.S.A. 12-811 was enacted. It can be easily remedied by the
repeal of the existing statute and enacting a substitute. Suggested language is attached as Repeal
of K.S.A. 12-811 and New Procedure for K.S.A. 12-811.

The suggested change is important to the rural electric cooperatives because without the change
stranded investment caused by the municipalization of only the facilities located within the
corporate limits of the city will both lead to higher electric rates for rural Kansans but will also
constitute a threat to ability of the cooperatives to repay their loans.
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The third change relates to situations where a city annexes across certificated territory lines.
Under existing state law, K.S.A. 66-1,176 et seq a utility which has had its territory annexed but
does not have a franchise has 180 days to secure a franchise from the city. The city, however, is
not required to give that utility a franchise. Under the bill as it is presently before the committee
discretion is taken from the city. No utility which holds a valid certificate of convenience and
authority from the KCC pursuant to K.S.A. 66-131 “shall be denied a franchise.”

Under those circumstances we believe K.S.A. 66-1,176, 66-1,176b and 66-1,176¢ should be
repealed.

Finally, K.S.A. 66-1,174 should be amended to read as provided on the attachment.

s
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AN ACT concerning cities; relating to the franchising authority thereof;
amending K.S.A. 12-2001, 12-2002 and 66-131 and repealing the ex-

isting sections.

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

Section 1. K.S.A. 12-2001 is hereby amended to read as follows: 12-
2001. (a) The governing body of any city may permit any person, firm or
corporation to:

(1) Mam:facmferseﬂ—md—fumwh—m&ﬁeéel—ef—ﬁe@ufd—gaﬂgl&-md-

<2) build street railways, to be operated over and along or under the
streets and public grounds of such city;

~5¥ lay pipes, condults, cables and all apliances necessary for the
construction and operation of electric railways or bus companies;

(2) use the streets city rights of way and other public places to

(i) construct and operate telegraph and telephone lines,
(£4)
(ilL)

3 lay pipes for the operation of a water plant for the distribution or
fumnishing of water over, under and along the streets and alleys of such
city; or

(£v)

use the streets in the carrying on of any business which is not
prohibited by law.

(b) I the governing body of a city permits any activity specified in
subsection (a), the granting of permission to engage in the activity shall
be subject to the following:

(1) All contracts granting or giving any such original franchise, right
or privilege, or extending or renewing or amending any existing grant,
right, privilege or franchise, to engage in such an activity shall be made
by ordinance, and not otherwise.

(2) No contract, grant, right, privilege or franchise to engage in such
an activity, now existing or hereafter granted, shall be extended for any
longer period of time than 20 years from the date of such grant or exten-
sion and no contract, grant, right, privilege of franchise to engage in such
activity shall be granted for a period of less than ten years.

(3)




REPEAL OF EXISTING K.S.A. 12-811

K.S.A. 12-811. Purchase by city of corporate utility plants upon expiration of franchise; petition
to court; notice; appraisers; election; bonds.

Sec. 1. K.S.A. 12-811 as it exists in the statutes on February 1, 1996 is repealed.



NEW PROCEDURE FOR K.S.A. 12-811

K.S.A. 12-811. Acquisition by city of corporate utility plants upon expiration of franchise;
petition to State Corporation Commission for change of certificated territory.

Sec. 1. In any city wherein the franchise of any person, firm or corporation to use the streets,
city rights of way and other public places for the purposes enumerated in K.S.A. 2001 has
expired the governing body of such city may by resolution declare it necessary and for the
interest of such city to acquire control and operate any such plant. Such resolution shall
require: a) an appraisal of such plant, including generation and transmission facilities necessary
for the operation of such plant, by an appraiser licensed pursuant to K.S.A. 58-4101 et seq to
establish an estimate of fair market value without regard to the fact that the franchise has
expired; b) that an offer be made to the person, firm or corporation owning such plant in an
amount not less than the estimate of fair market value established by such appraisal; c) that in
the event a negotiated price for the plant is not agreed upon then the city may acquire such
plant pursuant to the Eminent Domain Procedure Act, K.S.A. 26-501 et seq.

Sec. 2. Any such resolution adopted pursuant to Sec. 1 shall be: a) published in full in the
official city paper once a week for two consecutive weeks; b) mailed by certified mail to the
person, firm or corporation owning such plant. If within 60 days of the adoption of such
resolution 20% of the qualified voters of such city voting for mayor, or in case no mayor is
elected then the commissioner or council member receiving the highest number of votes, at the
last preceding city election present a petition to the governing body asking that the resolution be
submitted for adoption to popular vote the mayor shall issue a proclamation calling a special
election for that purpose. The proclamation calling such special election shall specifically state
that such election is called for the adoption of the resolution calling for the acquisition of the
utility plant by the city and shall set out the resolution in full in the proclamation. The
proclamation shall be published once each week for two consecutive weeks in the official city
newspaper, and the last publication shall not be less than 30 days before the day upon which the
special election is held.

Sec.3. If at any time following the action by the governing body of the city in adopting a
resolution as provided in Sec. 1 the city shall either abandon its effort to acquire the utility
plant, or in the event the residents of the city shall defeat such resolution at an election called
pursuant to Sec.2 then the person, firm or corporation owning such plant shall be entitled to
recover from the city its costs reasonably expended in preparing for such election, negotiations
and condemnation.

Sec. 4. Upon the completion of an acquisition of a utility plant as provided herein by a city the
city shall make application to the State Corporation Commission for a modification of territory
assigned to the person, firm or corporation from whom the utility plant was acquired and such
territory shall be assigned to such city. :



AMENDMENT TO K.S.A. 66-1,174

K.S.A. 66-1,174 should be amended to read as follows: “Municipally owned or operated retail
electric suppliers subject to commission jurisdiction. A municipally owned or operated
retail electric supplier shall be subject to commission jurisdiction as a public utility, as
defined in K.S.A. 66-104, and amendments thereto, with respect to all operations within its
certified territory extending more that three miles beyond its corporate limits.—A-municipat

b

except tirat-t The commission shall have no rate making jurisdiction concerning such retail
electric supplier within its corporate limits.”
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Mr. Chairman and Members of the Committee:
HB 2763 is an attempt to place Kansas Corporation
Commission certificate authority above a municipalities
authority to grant a franchise.
In Section 102 (see Attachment 1) of the recently passed
Telecommunications Act of 1996 (S.652) is an amendment to 47
U.S.C. 214(e)(2), “...the State commission may, in the case of an
area served by a rural telephone company, and shall, in the case
of all other areas, designate more than one common carrier as
an eligible telecommunications carrier for a service area
designated by the State commission...”. It is my understanding,
from the definition section, that a rural telephone company (1)
serves in an area where the incorporated towns have less than
s 10,000 inhabitants, (2) the service area is not part of an
| urbanized area defined by Bureau of Census and (3) the company

| has less than 50,000 access lines.
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The 15 counties that | represent in the Legislature all
meet the first two criteria, and | am still researching if more
than one carrier shall be designated in areas served by
Southwestern Bell.

| am uncomfortable placing KCC certificate authority above
a municipalities authority. In the KCC’s friend of the court
brief in support of United Telephone Company v City of Hill City
and City of Bogue, brief Case No. 94.72605-AS filed in August
1995, the Commission staff wrote on page 5: “the KCC is in the
process of establishing minimum standards for quality and
quantity of services for telephone utilities, but did not have
established standards at the time it was considering remedies
for United’s service quality problems in the KCC’s show cause
proceeding, Docket No. 189-150-U” (Attachment 2). This was in
1994.

I am flabbergasted that the regulatory agency over
telecommunications in Kansas has not established minimum
standards of service.

In Docket 99,342-U, which reflects a 1974 hearing for
United Telephone (Attachment 3), the Commission noted a
number of complaints and noted that approximately 65 percent
of their rural service is four-party or more lines....and
expressed concern...and promised constant scrutiny to assure
efficient and sufficient service.

In Docket 125,298-U in 1981 (Attachment 4), the
Commission noted public witness complaints about service

provided by applicants.



In Docket 134,571-U in 1982 (Attachment 5), the
Commission said they were dismayed that so many reports have
been received complaining about poor service over such a long
period of time.

In Docket 162,044-U in 1988 (Attachment 6), the
Commission conducted four Public Hearings, received 653
letters against and 27 petitions containing 1197 signatures
opposing United and three letters in support of United. The
order stated that: “By statute, United is required to provide
efficient and sufficient service and the Commission expects to
see significant improvements in this area in the next United
rate application.”

In Docket 189,150-U in 1994 (Attachment 7), the
Commission found that United has not been providing efficient
and sufficient service.”

In my legislative district, the four exchanges covered in
these dockets still have 4-party lines. Answering machines,
faxes, and transmission of data by modems cannot be utilized.
Some use cellular fax machines because that is the only option
available. You can read the service quality issues as well as |
can, but the point is that the Corporation Commission just
issues threats but never takes enforcement action and even
admits, after all these dockets, that “it is in the process of
establishing minimum standards.” Fifty years is long enough to
get your act together, and they haven’t yet.

Last December, the Commission issued two certificates of

convenience to the Hill City-Bogue exchange. It is interesting



that they chose an exchange with less than 2500 population, and
it is even more interesting they issued certificates to Classic.
| would assume the criteria for issue of a certificate would be
managerial experience, technical expertise, and financial
strength. I am attaching Hill City’s assessment of Classic’s
application for a franchise (Attachment 8), and an article on
Classic’s financial strength (Attachment 9).

The assessment by Hill City is far more extensive than the
Corporation Commission has ever considered, and the financial
disclosure two weeks after the Hill City Council decision makes
one wonder if the Corporation Commission has any criteria for
judging an applicant.

Earlier this month, the Legislative Post Audit Committee
authorized a K-GOAL performance audit of the Kansas
Corporation Commission. The audit will address three questions
(Attachment 10):

1. Has the Kansas Corporation Commission developed and
consistently used systematic criteria for determining whether a
utility should grant a certificate of convenience and necessity?

2. How effective are the Corporation Commission’s
procedures for ensuring that rate payer complaints or
Commission orders receive appropriate action by utility
companies?

3. Does the Corporation Commission have adequate
controls to prevent conflicts of interest for key employees who
have ties to utilities they regulate?

This is the first audit of the utility division of the



Commission since 1984.

I want answers to this audit before this Legislature grants

additional authority to the Commission. After the Commission

implements the recommendations of Post-Audit, | would support
legislation that would require telecommunications companies to
receive a certificate of convenience and necessity before they
apply to a municipality for a franchise. The KCC should have the
expertise to determine management, technical expertise, and
financial strength. The community would then be able to judge
the intangibles they seek in a telecommunications partner.

One additional point: | am enclosing the state assessed
valuations (Attachment 11). Rural, of course, is listed and
Classic is not. All telephone companies are taxed on 33 percent
of their assessed valuations and all cable TV companies are

taxed on 25 percent of their assessed valuations.
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Telecommunications Act of 1996 (Enrolled Bill (Sent to President))
SEC. 102. ELIGIBLE TELECOMMUNICATIONS CARRIERS.

(a) IN GENERAL- Section 214 (47 U.S.C. 214) is amended by adding at the end thereof the following new
subsection:

"(e) PROVISION OF UNIVERSAL SERVICE-

‘(1) ELIGIBLE TELECOMMUNICATIONS CARRIERS- A common carrier designated as an eligible
telecommunications carrier under paragraph (2) or (3) shall be eligible to receive universal service
support in accordance with section 254 and shall, throughout the service area for which the designation
is received--

‘(A) offer the services that are supported by Federal universal service support mechanisms under
section 254(c), either using its own facilities or a combination of its own facilities and resale of
another carrier's services (including the services offered by another eligible telecommunications
carrier); and

*(B) advertise the availability of such services and the charges therefor using media of general
distribution.

*(2) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CARRIERS- A State commission
shall upon its own motion or upon request designate a common carrier that meets the requirements of
paragraph (1) as an eligible telecommunications carrier for a service area designated by the State
commission. Upon request and consistent with the public interest, convenience, and necessity, the State
commission may, in the case of an area served by a rural telephone company, and shall, in the case of
all other areas, designate more than one common carrier as an eligible telecommunications carrier for a
service area designated by the State commission, so long as each additional requesting carrier meets the
requirements of paragraph (1). Before designating an additional eligible telecommunications carrier for
an area served by a rural telephone company, the State commission shall find that the designation is in
the public interest.

*(3) DESIGNATION OF ELIGIBLE TELECOMMUNICATIONS CARRIERS FOR UNSERVED
AREAS- If no common carrier will provide the services that are supported by Federal universal service
support mechanisms under section 254(c) to an unserved community or any portion thereof that
requests such service, the Commission, with respect to interstate services, or a State commission, with
respect to intrastate services, shall determine which common carrier or carriers are best able to provide
such service to the requesting unserved community or portion thereof and shall order such carrier or
carriers to provide such service for that unserved community or portion thereof. Any carrier or carriers
ordered to provide such service under this paragraph shall meet the requirements of paragraph (1) and
shall be designated as an eligible telecommunications carrier for that community or portion thereof.

*(4) RELINQUISHMENT OF UNIVERSAL SERVICE- A State commission shall permit an eligible
telecommunications carrier to relinquish its designation as such a carrier in any area served by more
than one eligible telecommunications carrier. An eligible telecommunications carrier that seeks to
relinquish its eligible telecommunications carrier designation for an area served by more than one
eligible telecommunications carrier shall give advance notice to the State commission of sych v
/ 7(&’&1’58 Se Z , (s 72—;25;7/%,
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telecommunications carmer to cease providing universal service in an area served by more than one
eligible telecommunications carrier, the State commission shall require the remaining eligible
telecommunications carrier or carriers to ensure that all customers served by the relinquishing car

will continue to be served, and shall require sufficient notice to permit the purchase or construction .
adequate facilities by any remaining eligible telecommunications carrier. The State commission shall
establish a time, not to exceed one year after the State commission approves such relinquishment under
this paragraph, within which such purchase or construction shall be completed.
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/ " ’ IN THE SUPREME COURT

_— OF THE STATE OF KANSAS 77; \

UNITED TELEPHONE COMPANY OF KANSAS,
Plaintiff/ Appellee
v. Case No. 94-72605-AS

THE CITY OF HILL CITY, KANSAS,
and THE CITY OF BOGUE, KANSAS,

Defendants/Appellants.
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KANSAS CORPORATION COMMISSION'S
STATEMENT IN SUPPORT OF
UNITED TELEPHONE COMPANY OF KANSAS'
MOTION FOR REHEARING AND MODIFICATION

COMES NOW the State Corporation Commission of the State of Kansas
(KCC) and files its Statement in Support of United Telephone Company of Kansas'
(United's) Motion for Rehearing and Modification, in which United, pursuant to
Supreme Court Rule 7.06, moved the Court for rehearing and modification of its
Opinion filed on July 14, 1995, (Opinion). The KCC respectfully submits the
following in support of United's Motion for Rehearing and Modification:

The KCC respectfully suggests that rehearing is desirable and warranted
because the Court's Opinion: 1) establishes a new framework regarding utility
operations in the state which creates the potential, if not the likelihood, for
undesirable conflicts between cities and the KCC; 2) is not in the interest of utility

customers statewide since it could lead to inefficiencies and higher costs in the
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" valid in reasonably exercising such powers,? it is evident that cities would be less

constrained than the KCC in changing certificated providers. Although the KCC is
sympathetic toward any efforts to improve the provision of utility services, it is
legally constrained in its ability to revoke a certificate.3 Kansas has adopted no
specific statutory standard for determining when a service area should be decertified
or declared open. However, authority in other jurisdictions is instructive on
standards that may be utilized in making such determinations and clearly indicates
that public utilities commissions are bound by requirements of due process, so that a
commission cannot arbitrarily determine what quality of services or what specific
services must be provided for a utility to retain its certificate and must provide some
notice of whatever determination is made. James P. Pau] Water Co. v. Arizona
Corp. Comm'n, 137 Ariz. 426, 671 P.2d 404 (1983) (before a certificate holder's
certificate of convenience and necessity can be amended, due process requires that

the holder be given notice and an opportunity to contest a proposed amendment);

2 In addition to the instant situation involving dissatisfaction with the quality
of service provided, it is possible for a community to oppose the grant of a franchise
for other reasons, including the promise of another utility to provide more
advanced services or pay a higher franchise fee. Although it is also possible, of
course, for the community to simply be dissatisfied with the utility’s rates for
services, it is unclear whether this would be an acceptable grounds for the city to
refuse a franchise, in light of the KCC's unquestioned authority over rates.

3 As reflected in the Court's Opinion, the KCC did undertake and complete a
proceeding to address United's quality of service problems. The KCC also has and
will continue to address complaints by not only cities but individual customers. In
addition, the KCC is in the process of establishing minimum standards for quality
and quantity of services for telephone utilities but did not have established
standards at the time it was considering remedies for United’s service quality
problems in the KCC's show cause proceeding, Docket No. 189,150-U.

=



= / =
"LZ"A/‘»\,,I :_}

1
-

SN\
In the ilatter cf the “pplication of L
URITED TCLEPHONE COMPANY OF KANSAS,
INC., for perrission and authority
tc establish a new scnedule of rates
applicable to exchange telephone
service and nonrecurring charges
aoclicabile to all of jts exchanges
in the State of Xansas.

COCN.ET N0, 99,342-¢

el L

YII. SERVICE OF APPLICANT.

As here{nbefore indfcated, 3 number of public witnesses appeared
and rendered testimony concerning dlleged deficiencies in service by the
Applicant. Grievances centered on difficulty {n getting the toll operator,
disruption of service during bad weather, {nabi1ity to obtain less than

rulti-party service in rural areas, and {n general, poor quality service by

various exchanges operated by Applicant. This Comission {s aware from {ts

files and records that there have been nuoerous and varied service complaints

in the past that have resulted in staff investigations, all of which have
been brought to the Applicant's attention. The deficiencies are myriad. For
example, {t {s noted that the E11{mwood exchange has 202 stations that are
receiving service under nulti-party classification, and only two of those are
receiving four-party service. When Nitness Heidebrecht was asked if the

Applicant had plans for upgrading rural service at Ellinwood, his response

*There are plans. I don't know whether 1t {s put
in an _exact time frame or not. oly Po

The witness makes recormendations as to the construction budget but no re-

was:

commendations were made for upgrading rural servica in 1974 or 1975, (p.137)
No assumptions were made in subaitting recocmendations for the 1975 constructio
budget with respect to the granting or denial of rate relief {n this applicatio
(p.138) Later the witness testified that there could be some four-party up-
grading rural programs fn the 1975 budget, but he could not speci{fy as to where

they are or to what degree. (p.139)

Applicant contends that approximately 65 per cent of their rural
service {f four-party or better, although {t s conceded that there are
fsolatad exchanges which do not have that percentage. The Chafrman {n-

quired of Witness Graves,

®.eod0 have 2 definite schedule on when you are
P ryra e ce 1n your sys
8t least four-party, can you tell me the numder o
Years?”® _




The witness responded: )
"No.® (V.1, p.124)
The company contends that the general experience {s that it costs

about $1000 per customer to upgrade rural customers to four-piarty service.
(v.1, p.143)

There was also public testimony concerning special rates for elderl:
and disabled people, but Applicant's witness testified that no studies have
been made to the offering of use-sensitive service or economy rates. (p. 148)
The Applicant's witness contended that he has a complete f{le of all complain:
testified to by public witnesses, and that {f the complaints have not been
satisfied they will contact them again {n an attempt to do so. (p. 149) The
Applicant's witness also testified that the reasoning behind proposing an {n-

crease {n the spread between multi-party and four-party rural service, is an

attempt to derive sufficient revenue to upgrade that service.

This Cormission has continuing jurisdiction over complaints concerni

service of Applicant. W¥e have continuing concern as to Applicant's furnishing

of efficient and sufficient service. The matters testified to by public wit-

nessesA. as well as all matters of service, will receive the constant scrutiny

of this Comission, and are, of course, subject to complaint at any time by ar

affected subscriber. We'do not believe that there {s any necessity for a

specific finding or order concerning the service complaints in this record,

except that such are subject to the continuing Jurisdiction and concern of thi

Cammission. We are concerned as to the upgrading of rural service as we view

this essentfal to Applicant's obligation to render adequate service to a most

vita) need. We will continue toscrutinize and encourage Applicant's attentior

to this need.
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In the Matter of the application
of Unlted Telephone Company of
Xansas, Ilnc., for pecmission and
ausbority to establish a nev
schedule of rates applicable to
exchange telephone seczvice and non-
gecurz ing chacges applicable 0 all
of its exchanges in the 8tate of
Ransas.

DOCXET M. 125,298-0
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X, Other Pindings and Rulings

As noted previously, there wece several public witnesses

who testifled during the hearing concerning probleams oc complaints

about service provided by Applicant. The Commission encourages

participation by such vitnesses and carefully considers thelir
appcised

testimony. MWe also note that Applicant bas {nfocmally

the Commisslon of {ts resolution of the service difficulties

dlscussed at heacring.
It {s apparent from thoss witnesses' testimony that

customers need further explanation ot asslstance concerning thelc

telepbone cates and service. This is especially true aftec a rate
case vhen there ls a change in cates. Me thecefore £ind that
United should take measures to provide information and assistance
tegarding the changes in rates :tlgltinq fzom this decision,
pacticulazly with respect to the unbundling of cates.
Speciflically such meaguces should include the following:

United shall at {ts vacrious business offices provide an
explanation of the changes {n rates resulting from this order,
including the unbundling of rates, and upon request shall provide
information to customers vishing to lower thalr monthly bills.

In anticipation of tbe commission's decision {n Docket No.
114,337-0 cregardling bllling and other practices, United should
also display in a conspicuous place in its business offices and {(n
future telephone directories, a notice setting focth the
Commission's telepboae number and advising that customer
complaints may be dizected to this Commission. Purther, United
should begin whatever steps are pecessary to separately teflect on
customer blllings the unbundled cbarges for access lines and

equipment, {£ {t has not alzeady done so.
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€ MATTER ur THe APPLICATION UF UNITEY )
o, i e
ESTABLISA A NEW )
ULE OF RATLS APPLICABLE U EXCHANGE ) DUCKE! HU. 134,571-y
HONE SERYICE ANU NUN-RECURKING CHARGES )
CABLE TU ALL UF [IS EXCHANGES [N THE :

IN
i
SCH
A%b r. T
STA /9F2 OROEN_
IXe  SERYICE
THE COMMISSIUN RECEIVED MANY LETTERS AND PHONE CALLS

Fadd UNITeD SUBSCHISERS CUMPLAIYING ABUUT THE PUUXK QUALITY OF
SS4VICE. THE MAYUR OF ELLIS, KANSAS, APPEARED AT THE HEARING [N
T.9EKA T0O SPEAK O BEHALF OF HI3 TOWN ABUUT POUR TeLEPHUNE
SCAVICE. THE PRUTESTS UN THE SUBJECT WERE FKOM THE JUNCTIUN CITY

%) GARNETT AREAS == THE UNLY THO AREAS N KANSAS SERVED BY THE
C:MPANY == AND FRUM ALMOST EVERY CLASS OF RATEPAYER. ALTHOUGH
Ki. GRAVES , UNITED VICE-PRESIUENT FOR OPERATIONS, TESTIFIED THAT
[¥>ROVEMENTS WERE BEING MADE [N SERVICE HE COULD HAVE HEEN BETTER
PSEPARED TU ANSWER MANY QUESTIUNS ABUUT UNITED'S PULICIES FOR
H4DLING COMPLAINTS AND FOR SERYICE IMPROVEMENTS.

"THE COMMISSIUN FINDS FROM THE LETTERS FRUM UNITEY
SUBSCRIBERS (OF WHICH ADMINISTRATIYE NOTICE WAS TAKEN), THE
[SSTIMUNY UF THE MAYOR UF ELLIS, AND [HE TESTIMONY OF MR. GHAYES,
THAT THE QUALITY OF SERVICE RENDERED BY UNITED TELEPHUNE COMPANY
T3 ITS KANSAS CUSTUMERS NEEUS IMPROVEMENT.  THE COMMISSION IS
DISMAYED THAT 30 MANY REPORTS HAYE BEEN RECEIVED CUMPLAINING ABOUT
~ POJR SERVICE OVER SUCH A LONG PERIOU OF TIME. ALTHOUGH WE HAVE

DECLINED STAFF'S RECOMMENDATION TO LOWER UNITED'S RATE OF RETURM
A> 4 PLUALIY FUR PUUR SEXYICE, Wb ARE UIRELCTIAG UNITED [J FiRYian
IMIS CUMALSSIUN REPORTS CUNCERHING ALL LEYELS UF QUALITY Jr
SERVICE N TME KANSAS EXCHANGES EVERY SI4 HUNTAS UulIL DI4ER¥Isc
NOTIFIED. AUDITIUNALLY, WE AUMONISA THE CONPANY UFFICIALS U &t
BETTER INFURMEL ABOUT SEXYICE PROBLEMS PRUCEDURES ANU

IMPROYEMENTS.
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IN TS OMATTIR OF THE APPLICATICN OF LNITZIO
vzava

TELTIUONE <SMPANY OF KANSAS, FIR PERMISSISN
AND AUTHCRITY TO ESTARLISH A NEW SIHIsUT T

[
RATSS APPLICABILT 70 EXCHANCEI TILIPHCONT SZAVICT
AND NCN=RESURARING CHARCES APPLICTAZLI TT ALL OF

ITS THCHANGIS IN THZ STATE OF XANSAS.

SCCET Ns.
162,044-1

— e e o e

I. QUANTTY A sTavTes

161. There are a nu=her of issues the Commission wishes %o

address regarding United's quality of service, First, Mr. Ndyers

testifled regarding a quality of service coxzplaint currently on

£ile with the Comaission. Residents of <%the Quantril Acres

davalopmant geographically located tetween Baldwin and lawrence,
£ilad a complaint in Cocket 148,698-U. The residents alleged a
nunber of quallity of service cozplaints. Staf? investigated the
copplaint and discove;ed a nucber of the service problems wara

assoclated with outside plant facilities. Staff also testified

that soza ‘pr'cble:s continued to exist, and recoz=ended that United

be required to fleld test the facilities and file a wvritten report

to the Com=ission identifying the correctiva actions needed and

routine maintenance that will be necessary to ensura good quality

of sarvica to tha area is naintained in the futurs. Onca dons,

staff recommandad the cozplaint could be disaissed.

162, In rebuttal testizony, United agraed to field test the
arsa again and provids a written repert if ordared to do so.

163. Tha Comz=ission finds that stafl's recozzendations are
reasonable to resolve this cozplalnt, Tha Cco=isslion orders
United to fleld test the Quantril Acres area and submit a written
report as set forth above. The report should be flled in Docket
No. 148,698-U, the cozplaint docket within 50 days of the data of
this order.

1864, Second, Mr. Myers <testlfied about sonma problexms
assoclated with United's internal =zeasurezent of [ts quality eo?
sarvica. Staff recozzended that the Coz=lssion undertaka a generic
investigation into statewide quallity o2 service standards for
telecomzunications public utilities. United did not object to such
a recozcandation and indicated a willingness to participats. The
Commission fiads that such a recoz==endation has nerit. Tha
Comnission directs staff to initiate a generic Investigatlon ints

statawida quality of servica standards for talecomzunicaticns

1925 6 RIEL
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public utilitles. the lnvestigaticn should request comzents,
rather than set the =atser for heacing. Based upea the co==ents,
the staf? should lock at the possibility ol izplezenting a
rulesaking proceeding and public heazings vould be held on proposed
quality of service standards in conjunction with that proceeding.

16S. Finally, ths Co==ission has so=3e =ajor concsrms

regarding United's quallty of sazvice. The Co=aission wvas

izpressed by the quantity and quality of public testimony and

conments, and the cocaission is cozpelled to consider that avidence

in its findings. In addition to the four public hearings, the

commission received 6353 letzers oppesing the increass, and 27

patitions containing 1,197 s.i.qnat.u;‘e's opposing the increass. Three

letters supported the rate {ncrease. During the pudllc hearings,
the Comaission heard testimony that quality of service had not

pecessarily improved as a result of the placement of digital

‘gwitches, such as the replacenent of the Onaga switch. Some

customers expressed doubt about receiving betterl servics £ United

wers to be granted {ts rate incceass request. By statute, Oanited

is required to provide ef?icient and sufficlent sexrvice. The

" commission expects to see significant izprovezents in this area in

the next United rata application.

166. While tha recozd does reflect thera are benefits and
advantages to digital switchling, diglcal swieches aze not the cure
all for all quallity of service conceras. 5. Bowser agreed that
servica problez=s could exist in cutside plant: M. Xing agreed as
wvell. Some probleas associated with the Quantzil Acres cozplalint
ars relatad to outsida plant facilities. M=. Bowser also finally
agreed that even repalrs to curzent r:ele;hcna plant could also
izprove service.

167. Most of United's codernization and quality of servicea
tastizony addressed digital switches, and two fiber placexents.

Tha Cocaission belleves another area which needs to be {nvestigatad

by the company {s its cutside plant gacilities, In ¢he future, the

conzlssion would like to see the cozpany =uch Bore responsive to

quallty of servica issues. qQuality of sazvice is an area vhich

staff should continue 9 caviev in relevant united proceedings.

Wit
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In the Mlarer of Uniiad Taleohoge Company of Xanses, (67 Lo /
United Te.2phone Cc mpany of Arkansas dha Unite

Telephene C... cany of Scuth Ceawral Kansas, United
Tc.cphc Company of Missour dza United Telephene
Compa:y of Southeast r\ars.s and Unit=Z Teleghone
Compary of lowa dba United Telephone Company of
Eastern Kansas to Show Cause why this Commission
Should Nct Investigate the Quality of Service Pursuant to

K.S.A. 66-1,189, 66-1,192 and 66-138.

Docke: No. 189,150-U

1994 ORDER

Vel P NN AN~

FINDINGS AND CONCILUSTONS

.§5.  The Commission finds that based on the evidence presented at the two technical

hearings and the five public hearings, United has not besa sroviding efficient and sufficieat service

10 all its customers. This is evidenced by the numerous statements and comments made at the

public hearings and formal complaints filed with the Commission. United has failed to meet many

of its customer's expectations with regard to quality of service and technology available to its

customers. United's own testimony admits it has not met customer's expectations in a imely

manners.

56.  Itisclear the evidence amply warrants a full investigaton into United’s quality

of scrvxc- However, it is evideat that United has recognized its service problems and has
proposed rcmcdzcs which would avoid the need for further Commission investigaion. United’s
TeleProgess plan originally was to be completed in fourtesa (14) years. but United has compressed
it to eight (8) years. This would make 2001 the year TeleProgess would be completed.

57.  The question before the Commission is whether it nezds to further pursuc an
investigation into the quality of service provided by Unit=d or whether United’s propased schedule
for implementing modemization and system improvements is adequate and reasonable o ensure
that all of United's customers are provided sufficieat and efficient service. Clearly. many of the
customers believe that such a time frarae is too long in providing the quality and kinds of services

which they feel they should have preseady. The service problems reflected in the record cover a

broad spectrum - ranging from numerous kinds of deficiencies in the provision of basic services.

both local and long distance; to the absence of telecommunications services which cannot be

providsd with the types of central office switches curready in place; and, finally. to the widespread

16
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unavailability of one-panty service. With respest to most, if not all, of these problems, it appears

that United compares unfavorably with the quality and level of serviczs now provided by other

local telephone companies in Kansas, which further exacerbates United®s customers’ frustrations.

b) MULTI-PARTY SERVICE. Many customers reported {rustration with multi-

am . 4t emmmies e - “rmem s se RO, ¢ oy o ieers wammovms - .- 4 mue e cams s s eGEE—

panty lines. Besides the difficulty in sharing local service lines, the mult-party lines, because they

are older facilities, are more prone to be damaged and cause static on the lines and frequent service

putages. Because of the shared service, individual customers are unable to use answering

machines, fax, and transmit data via modems. N L

e T s .
c) SERVICE QUALITY. Customers related a variety of complaints directed to

United’s overall quality of service. Among those complaints were reports of encountering frequent

“inappropriate” intercept recordings, such as reaching a recording that states™this telephone number

is no longer in service” when dialing a functioning in-service telephone number. Others reported

calls being connected to a “wrong" number when the caller knew the call had been correctly dialed.

Others reported hearing other telephone calls in the background, called “cross-talk™, or even having

unrelated calls being connected together in a sort of unplanned “conference” call. Customers

indicated they often had to re-dial local and long distance numbers repeatedly or waiting long

periods of time before receiving dial tone so that a call could be placed. These are symptoms

related to a switch, usually analog. that is either poorly maintained or a switch whose mechanical

condition has degeneratzd to a point that it is difficult to maintain consisteat quality service.

62.  Customers also complained that their reports of chronic service trouble were not

adequately addressed. Consumers were concerned that their service complaints were not taken

scrously by United and that their complaints were rudely dispelled hy service representatives.
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Classic Telephone, Inc.
103 E. Cherx=
Hill City, Ransas 67642

Re: Telephone Franchise

Dear Sir or Madam:

The governing body has carefully and thoughtfully considered
Classic’'s request to be granted a telephone franchise. Given the
nature of our telephone problems, over a course of more than 20
years, it has been a very difficult decision for us to reach.
Jobs have been the carrot dangled in front of our noses. And don’t
take us wrong, we locock forward to having jobs that will attract

more families to our community. Taat will be a tremendous bocst to

our econcmy, an economy that has been ravaged by a steadily
declining population. We all know that mors pecple and more jobs
will benefit each of us.

Therefores, Classic’s proposals are very tempting. Acceptance
of their request for a franchise would probably be the easiest
thing for us to do, but we dom’t think it is the right thing for
our community at this time. )

Certainly, many people are using competition as the rallying
cry. And almost without question, if somecne had been in
competition with United a few years ago, we would probably not be
where we are today. But in Kansas, almost since time immemorial,
telephone companies have operated in an monopolistic, non-

competitive environment. Ead it not been for that lack of
competitive alternmatives, we wouldn’t be confronting the problecs
we presently face. Wwhy is that? Because generally, when

competition is lacking, services gces down the tubes.

Changes in the telecommunications industry, when coupled with
the Kansas Supreme Court’s favorable ruling in Hill City’s case,
have led us to a situation where we are, in fact, presently faced
with ccmpetitive options. In other words, we now have a voice in
choosing our telephone carrier. The Supreme Court told us we do
have some control over our telecommunications destiny.

why don’t we just give a franchise to both Rural and Classic,
as some have proposed? We could let the competitors sink or swim.

Given the current state of the telecommunications industry ard
the fact that this entire arema may at some point in the future be

Y_ /3
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Classic Talephozs, Inec.; Re:

September 20, 199

opered o true local ccmpetiticn,
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Following are scme cf the resascns we have chcsea Rursl asg the
city’s teleghcne franchisee. o
Rural Telephore Service Ceompany, Ine. is headquarzerad in
Lenora, Xansas. It is about 24 miles frcm Hill City via U.S. Ewy
283 an§ Xansas Hwy 9. Classic’s corporate office is in Texas.
ince the early 1950's, Rural has provided telaphcne servicag
€3 almest the encire tarritery sursounding Hill city. As we’
understand, Rural was formed as a cocperative Lbecause iz was
difficult to entice any of the major telephona ccmpanias ints
providing services to rural areas with very limited subscriber
bases. At present, Rural serves 26 exchanges, all in Xa=sas.
Classic has no track racord for furnishing talephone sexvices.
Although we understand Classic has associated with Picpeer
Telephone, a highly reputable company with home offices in Ulysses,
Kansas, the governing body still has questions about what might
happen if simultaneous natural disasters strike in both Hill city
and Pioneer’s primary service territory - in Southwest Kansas.
Will Pioneer leave the Grant County problems to ccme to Graham
County? Will Pioneer's repair personnel te prevented from coming
to Hill City because of weather problems, ‘just as Pioneer
representatives were unable to come to Hill City on September 18,
1995 because of a thunderstorm? We don’'t know, but we do know what
Rural Telephone has done when disasters or problems have arisen in
their service area. Rural has a 40+ year history of providing
excellent telecommunications services to its subscribers.

Rural’s subscribers are its owners. We don’t know who
Classic’s owners really are, and we domn’t know how long Classic
might own the Hill City telephone system. Certainly, we know that
our cable television system has cl.anged hands a number of times in
recent years; Classic hasn’t really been a part of our community
for very many years. It was only a few short years ago that either
Classic or its predecessor moved out of Hill City, taking at least
one job in the process. .

Rural’s boazd of directors-all live within a short distance of
Hill City, and we feel they will continue to be sensitive to our
needs and responsive to our raquests. For us, they are accessible.
Classic has not suggested that it will place Eill City people ox
its boazrd of directors to allew Hill City a real voice in the
direction Classic takes in the future.

As a cooperative, Rural’s subscrilters have a true financial"
interest in the company and its success. We don’'t want to get iato '
the situation we encountered with United Telepkone where United &
officials said they were mors anxious to spend money in larger .
exchanges, because the return on investment was much greater in the |

more populated service territories. .

Access has been granted to Rural’s firmancial recozds, - -

scmething Classic has been reluctant to allow us to do, and'it is
clear that Rural has the financial resources with which to build an

advanced telecommunications network. Classic’s balance sheet has

not been revealed to us; all we know is that they ccntend they are
financially secure.

. 15
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Within two years, Rural plans to spend betweesn §5.5 millicz
and $§ millicn on the 6§74 exchange pursuant to the terms of tle
franchise they were issued by Eill Ccity in 1994. As we uncderstacd
it, Classic will be spendiag $3.7 million in Quinter, Wakeeney,
Ellis, Hill City and Scgue over the next 2 years.

Rural’s switching will be accomplished with a Northerz
Teleccmmunications DMS 10 digital switch housed in Hill cCity.
Classic intends to use a host-remote configuration, locating the
host CMS 100 switch in WaXeeney, Kansas.

Rural has purchased a building in Hill City.

Many Hill City residents and businesses have telephone sysctems
{nstalled and maincained by Rural Telephone. Anxicus to alsc have
Rural provide telephone services, many of thosa pecple have
implored us to secure Rural as our telephone company.

Most Hill Citians with cellular services have arranged for
obtaining those services and the related products from Rural
Telephone.

Rural assisted the Hill City commuaity long before the present
{ssue came into focus. They have responded to requests from their
neighbors to the south on more than one occasion. For instance,
around 7 or 8 years ago, the Graham County Grass Greens, our local
golf association, was attempting to arrange to pipe sewage effluent
from the sewer plant to the golf course. A problem was encountered
at U.S. Hwy 24. The city owned golf course had to somehow get
under the highway. Estimates, from private companies, to bore
under the highway, were exorbitant. Rural’s crews happened to be
working in the Hill city area. They offered to the boring - free
of charge. When USD 281 had difficulty bargaining for affordable

jnteractive television, Rural stepped in and gave us an excellent

gystem at an affordable price. Those are just two examples; thers
are probably many others. Perhaps Classic will conduct their

business in that same manner. We don’t know.
Wwhat we do kaow is what Rural gtands for, based on a track

record more than 20 years old.- Cdnsequently, even though we hope
Classic will use Hill City’s rescgurces to expard its cable
television operation, we do not feel it is in Hill City’s best

intersst to issue them a telephone franchise.

CI OF HILL CITY, .KANSAS:

Ot O )

Ronald D. Radcliffe, Mayor

i il

Robert Dinkel, Council Memoer

Qean, 10000/

Freeman, Council Memcer

Jaseprd Smith, Council Memcer
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SCOPE STATEMENT

Reviewing Certain Aspects of Utility Regulation
by the Kansas Corporation Commission

The Kansas Corporation Commission is engaged in the regulation of public utilities,
railroads, express companies and motor carriers and in the regulation of oil and natural gas
production.

A situation has arisen in Northwest Kansas in which the residents of Hill City and Bogue
have become dissatisfied with the quality of the tele?honc service they were receiving from their
telephone company. Hill City canceled the company’s franchise in December 1993, and granted a
franchise to another telephone company serving a large part of the surrounding area in Northwest
Kansas. Before that company can begin serving those two cities, it needs a certificate of
convenience and necessity from the Kansas Corporation Commission allowing it to serve that area.
To date, the Commission has declined to issue such a certificate. The original company still has the
certificate of convenience for Hill City and Bogue.

The original telephone company sued Hill City and Bogue and the Graham County
Commissioners, arguing that they do not have the right to prevent the company from providing
telephone service to the area. The matter went to the Kansas Supreme Court which has ruled that
cities have the power, through awarding franchises, to determine which companies serve their
communities. It also ruled that the Corporation Commission has the authority to issue certificates
of convenience and necessity allowing telephone companies to do business in certain areas of the
State so that the Statewide telecommunications system will not be impeded. In its ruling the Court
also said that while a telephone company with a certificate of convenience and necessity may
construct lines through a city, it may not serve that city without a franchise. This situation raises
questions about whether the Corporation Commission can effectively override the wishes of the
residents of an area, simply by failing to grant a certificate of necessity and convenience to a
company that wants to compete for local business.

The original phone company asked the Supreme Court for a rehearing and the Commission
submitted a statement to the Court in support of the motion. However, the Court denied the
motion for a rehearing. In late November, the Commission granted the new telephone company a
certificate to serve the residents inside the city limits of Hill City and Bogue, however, residents in
the surrounding rural area apparently will be served by a company that has not previously been in
the telephone business.

Legislators have raised questions about the Commission’s failure to develop standard
criteria for service in the 40 years they have had responsibility for telephone company regulation,
whether the Commission has a process for considering and granting certificates of necessity and
convenience, and whether it effectively follows up on rate payer complaints. Concerns also have
been expressed that Commission staff who are in positions to influence Commission decisions
have strong ties to the utilities they are charged with regulating.

An audit of this area would address the following questions:

1. Has the Kansas Corporation Commission developed and consistently used
systematic criteria for determining whether a utility should be granted a
certificate of convenience and necessity? We would review applicable statutes and
other sources to determine the Commission’s authority and responsibility with regard to
granting certificates of necessity and controlling service areas for utilities. Through

(over)
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interviews with Commission staff and reviews of procedure manuais we would determine
what criteria and procedures the Commission has established for granting cerificates of
convenience and necessity to utilities, and what expected standards of service for utiities it
has developed. By contacting utility regulators in other states, we would determine what
policies and procedures they have established in this area, and compare them to Kansas’
policies and procedures. Finally, we would review a sample of applications for certificates
of necessity (including the Hill City/Bogue case) and determine whether the Commission
treated all applications consistertly and according to its procedures. In cases where the
application for a certificate was denied, we would de:ermine whether the Commission had
documented its reasons for denial and what those reasons were.

How effective are the Corporation Commission’s procedures for ensuring
that rate payer complaints or Commission orders receive appropriate action
by utility companies? We would review appropriate statutes and regulations to
determine what the Commission’s authority and responsibility are with regard to rate payer
complaints and Commission orders. Through interviews with appropriate Commission
staff and reviews of procedure manuals, we would determine what procedures the
Commission has established for following up on Commission orders, and complaints from
rate payers or the public. We would review the Commission’s complaint files or other
correspondence as necessary to determine what complaints have been received. We would
select a sample of those complaints and determine whether procedures were followed and
whether the complaints were satisfactorily resolved. As necessary we would contact some
of the complainants to obtain their views about whether the complaint was acted on and
resolved appropriately.  Finally, we would review a sample of Commission orders or
directives to utility companies to determine whether they received proper follow-up and
were acted upon by the utility companies.

Does the Corporation Commission have adequate controls to prevent
conflicts of interest for key employees who have had ties to utilities they
regulate? We would interview appropriate Commission officials to determine what
safeguards they have established to prevent conflicts of interest among key staff members,
and to determine if the Commission has adopted a set of ethical standards for its operations.
We also would contact utility regulatory agencies in other states to determine what
safeguards they have enacted to prevent conflicts of interest and compare their systems with
Kansas’. To identify how much potential exists for conflicts of interest, we would review
the employment histories of the key staff positions at the Commission to determine how
many have worked for the utilities they regulate, and how many may have gone back and
forth between employment with the Commission and employment with particular utilities
that are regulated by the Commission.

Estimated completion time: 10-12 weeks

Staff Note: This audit appears to be broad enough that it could be used as an audit of the
Corporation Commission under the Kansas Governmental Operations Accountability Law.
Currently, the Commission is scheduled under the K-GOAL law for a review by the 1998
Legislature. If the Committee would be interested in using this audit as a K-GOAL audit, it could
reorder the K-GOAL schedule and move the Commission up to be reviewed by the 1997
Legislature. There hasn't been an audit of the Commission’s utility division in the last 10 years.
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Bill Graves, Governor Jaﬁ:)z D. LaFaver, Secrer.
Mark S. Beck, Director ﬁ,?ﬁ(lm, /
Division of Property Valuation "-/7_/

Robert B. Docking State Office Building (913) 296-2365
915 S.W. Harrison St. 4th Floor North : FAX (913) 296-2320
Topeka, Kansas 66612-1585 Hearing Impaired TTY (913) 296-2366
Division of Property Valuation
TO: Senator Audrey Langworthy, Chairperson
Assessment and Taxation Committee
FROM: Mark S. Be ctor Division of Property Valuation

DATE: Friday, February 16, 1996
SUBJECT: 1995 State Assessed Property Report

s—
—

Enclosed is a report listing all state assessed property for the most current year
and for the three years immediately preceding. The report is made pursuant to
K.S.A. 74-2441a and K.S.A. 74-2441b.

Should there be any questions regarding this report, please do not hesitate to call
~or write this office. '

CC: Senators:

Corbin
Bond

vClark
Hardenburger
Ranson
Sallee
Martin
Feleciano
Lee
Wisdom

MB/RMB/RMB

9SSENATE 74-2441b puRepor
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Tabie [l - Comparative Statement of Assessed Valuation of
State Appraised Railroads and Public Utility Companies for the Years
: 1992 thru 1995

1008
Valuation

4 1904
3 Valuation

THE COMMUNIGROUP OF KANSAS CITY 332.559 £87.007! 705,502 803.984
TOTAH TELEPHONE COMPANY INC. 982,375 942.785 982,722 1,152,171
TRICOUNTY TELEPHONE ASSN,, NC. 1,830,000 2.062,500 2.128,500 2.128.500
TWIN VALLEY TELEPHONE INC. 1,245.000 1.485,000( 1,782,000 2.013,000
U.S. SPRINT 17,382.975 19,023,1801 23.396,918( 28.507.545
UNITED TELEPHONE ASSCCIATION INC., 4,650,000 8,154,500! 5.900,248( §.800,387
UNITED TELEPHONE CO, OF EASTERN KANSAS (NEW 1953) 558 23,430,000 24,750,000 27.390.000
UNITED TELEPHONE COMPANY OF KANSAS NC. {  21.000.000{ 24,189,000 23.100,000 20.460,000
UNITED TELEPHONE OF SOUTH CENTRAL KANSAS (NEW 1953) f 5,940,000 5,940,000 $.610,000
UNITED TELEPHONE OF SOUTHEASTERN KANSAS (NEW 1933) 1,468.190 1,495,088 1,558,709
UNITED TELEPHONE OF ARKANSAS 4,680,000 NOW UNITED TELE OF SOUTH CENTRAL KS
UNITED TELEPHONE OF IOWA 18.750.000] NOW UNITED TELE OF EASTERNKS {
UNITED TELEPHONE OF MISSOUR! 1.349,964] NOW UNITED TELE. OF SOUTH EASTERN KS
VALU-LINE OF KANSAS, INC. 128,147 118,226 135,527 133,753
VYVX, INC. (NEW IN 1995, FORMERLY PART OF WILTEL) 175,849
WAMEGOQ TELEPHONE COMPANY INC. 1,230,000 1,683,000 1,881,000 1,980,000
WHEAT STATE TELEPHONE COMPANY INC. 1,140,000 1,485,000 1,650,000 1,833,560
WILLIAMS TELECOMMUNICATIONS 6,102,150 5,502,965 8,248,504 6,683,683
WILSON TELEPHONE COMPANY INC. 1,080,000 1,188,000 1,267,000 1,388,000
ZENDA TELEPHONE COMPANY INC. ' 150.000 165,000 214,500 214,500
TOTAL 452,894,143 517,875,729 531,232,818 528,349,942
T 11983-1 AMMENDED VALUATION : 1995-1 ADDED VALUATION 02/05/96

e

%

BARTON HILLS WATER DIST. 1,950 2.840 3.300 3.960
CALDWELL UTILITIES (NEW 1892) 90,000 89,100 89,100 95,700
CEDAR BLUFF WATER PIPELINE 4,200 4,785 4,785 4,785
CENTRAL KANSAS UTILITIES (FORMERLY CENTEL) ~ 660,000 742,500 1 742,500 759.000
CHERCOKEE COOPERATIVE WATER CORP, INC. 1,500 1,650 1.650 1.850
COLONIAL GARDEN MOBILE HOME PARK 7.800 10,230 10.230 10,230
D & WWATER CCMPANY INC. 3.000 3,300 3,300 2,970
DEEP CREEK WATER CCMPANY INC. . 4,2001 1 4,820 |OUTOFBUSNESS  BSisisiamsunes {
DUB'S DREAD WATER COMPANY ’ 21,000 |OUTOFBUSINESS ESisiioiigitss Y
£l. PASO WATER COMPANY, INC. 765,950 849,912 868,933 1,122,000
FAIRMONT KONZA VALLEY RURAL WATER CO (NEW NAM| 28,500 49,500 49,500 49,500
McCRACKEN WATER CO,, INC. (NEW IN 1992) 30,000 34,650 34,650 34,650
NORTH ARMA WATER CORPORATION 2,100 2 2.310
CONION CREEK WATER INC, §,700] |OUT OF BUSINESS
RIVERTON WATER CO., INC. (NEW IN 1992) 10.500{ 3 36,3001
SANDOTT LUMBER 7,500] |OUT OF BUSNESS
SCOTSMAN ESTATES ASSN,, INC. 3.000 3.300
SUBURBAN WATER 83,400 99,000
TUTTLE CREEK WATER CO. 3.900 5,280
VALLEYWOQO IMPROVEMENT DISTRICT 9.000 8,910
WILSON LAKE ESTATES, INC. 1.560( 4 2.640

TOTAL 1,744,760 1,950,627 1,954,778 2.200.715
1992.1 ADDED VALUATION 01-26-93 1993-1 ADDED VALUATION 02-01-94
1992-2 ADDED VALUATION 01-26-93 1993-2 ADDED VALUATION 02-01-94
1992-3 ADDED VALUATION 01-26-93 1994-1 ADOED VALUATION 02-05-96
19924 ADDED VALUATION 01-26-93 1995-1 ADDED VALUATION 02-05-98

| 2.447.639.343
R

GRAND TOTAL




Table [l - Comparative Statement of Assessed Valuation of

State Appraised Railroads and Public Utility Companies for the Years

1992 thru 1995

Valustion

T & P RAILROAD CCRP. 337.5001 |OUT OF BUSINESS

UNION PACIFIC / MISSOURI PACIFIC RR, CO. 71,183,243 85.229.3361 91.904.383 79.595.2501 3

WICHITA UNION TERMINAL RY. CO. 156,618 124,681 125,522 128.137
TOTAL 127,759,781 113.748.946 155.423.439 141,645.489

1992-1 ADDED VALUATION 01-26-83
1993-1 ADCED VALUATION 02-01-94
1995-1 ADDED VALUATION OF $22,821 02/05/96

1995-2 ADDED VALUATION OF $25,706 02/05/96
1995-2 ADOED VALUATION OF $11,022 02/05/96

228 X

AMERICAN TELEPHONE & TELEGRAPH COMPANY 32.989.200 33.179.190 29.546.748| 29.071.350
ASSARIA TELEPHONE EXCHANGE INC. 330,000 363,000] |COMBINED WITH HOME TELEPHONE
BENKELMAN TELEPHONE COMPANY INC. 33,299 45,051 48,769 49,753
BLUE VALLEY TELEPHONE COMPANY 1,413,033 1,717,105 1,993,025 2,333,926
CABLE & WIRELESS CCMMUNICATION 12,0568 [OUT OF BUSINESS : AR
CENTRAL STATES MICROWAVE TRANSMISSION CO 187,263 201,313 87,023 83,445
COLUMBUS TELEPHONE COMPANY 960,000 990.000 990.000 1,188,000
CONTEL OF MISSOURY, INC. 75,235 82.635] |NOW GTEMIDWEST ki e
COUNC L. GROVE TELEPHONE COMPANY 510,000 561,000 627,000 680,000
CRAW-KAN TELEPHONE CQOP., ASSN., INC. 7,787,107 9.103,172 10,243,304 10,701,703
CUNNINGHAM TELEPHONE COMPANY INC. 990,000 1,122,000 1,221.000 1,353,000
DILER TELEPHONE COMPANY 9,749 9,367 7.885 7.392
ECON-A-CALL, INC. 30,000 24,067 33.000 56,100
ELKHART TELEPHONE COMPANY, INC. 515,499 565,584 849,848
FEIST LONG DISTANCE SERVICE (NEW IN 1993) 99,000 130,024 137,197
GTENCHATH 25,740]  |[NOW GTE MIDWEST R
; GOLDEN EELT TELEPHONE ASSN. INC.-BURDETT 3.000,000 3.584,000 3.729.000 3,696,000
GORHAM TELEPHONE COMPANY 102,000 115,500 132.000 115,500
GREAT PLAINS COMMUNICATIONS 25,421 28.869 30,467 29.402
GTE MIDWEST, INC, (NEW IN 1954, FORMERLY GTE NORTH) i 109,794 112,200
H & B COMMUNICATIONS INC. 630,000 726.000 742,500 693,000
HARTMAN TELEPHONE EXCHANGE INC. 35,842 §2.108 52,582 57,127
HAVEAND TELEPHONE COMPANY INC. 1,500,000 1,683,000 1,683,000 1,817,000
HOME TELEPHONE COMPANY INC {GALVA) 1,080,000 1.485.000 1,749,000 1,850,000
INDEPENDENT COMMUNICATIONS INC. 1,050,000 1,155,000 957.000 990,000
JAN. TELEPHONE COMPANY INC., 1,200,000 1.320.000 1,850.000 1,485,000
KAN-OKLA TELEPHONE ASSOCIATION INC 1,562,960 1.842,910 1,844,006 1,822,083
LA HARPE TELEPHONE COMPANY INC. 114,000 118,800 148,500 198,000
LDOS COMMUNICATIONS, INC. 192,788 337,836 354,184 284,130! 1
UNCOUN TELEPHONE & TELEGRAPH COMPANY 27,924 32,607 34,947 34,353
MADISON TELEPHONE COMPANY INC. 585,000 853.000 792.0001 792,000
MC! TELECCMMUNICATIONS CORPORATION 2,672.208I 1,522.043i 3.339.105) 3,931,389
MID-AMERICA COMMUNICATICN CORP. 17.790i 12.918f 10.382! |MERGED NTOLDCS
MIOWEST TELEPHCNE SERVICE, INC. 54.000| 23.760I 39.600 39,600
MO-KAN DIAL COMPANY INC. 753,734l 1.104.674 1,223,728 1,443.540
MOUNDRIDGE TELEPHONE COMPANY 1,125,000] 1,353,000 1,650.000 1,716,000
MUTUAL TELEPHONE COMPANY 195,000/ 198,000 191,400 181.500
PEOPLES MUTUAL TELEPHONE COMPANY 875,0001 750.750 808,500 940,500
PIONEER TELEPHONE ASSOCIATION INC. 9,450,000 10.494,000 11,517,000 10.534,553
RAINBOW TELEPHONE COOP, ASSN. INC. 960.000 1,221,000 1,320.000 1,320,000
ATSC COMMUNICATIONS INC. (NEW IN 1992) 750,000 825,000 825.000 825,000
RURAL TELEPHONE SERVICE CCMPANY INC. 6.600,000 7.854,000 8.250.000 7.557.000
S & ATELEPHCNE CCMPANY INC, 390,000 429.000 478,500 528,000
S & T TELEPHONE COQPERATIVE ASSN. 2,479,158 3,398,243 3,801,725 3,474,864
SOUTH CENTRAL TELEPHONE ASSN., INC. 907,249| 1,155.962 1,167.302 1,462,401
SOUTHEAST NEBRASKA TELEPHONE CO. 2,051 2.241 2.213 2,084
SOUTHERN KANSAS TELEPHONE COMPANY INC. 1,200,142 1.830.856 1,964,368 1,976.671
SOUTHWESTERN BELL TELEPHONE COMPANY 283,104,420! 325.929.582 330,441,953 122,756,434
SUNFR.OWER TELEPHONE COMPANY INC, 2.601.0891 3.153.778 3.104.009! 2,363.331




Table il - Comparative Statement of Assessed Vaiuation of
State Appraised Railroads and Public Utility Companies for the Years
1892 thru 1998

STROUD O PROPERTIES 26.400
SUNRISE ENERGY CORPORATICN 957,000
SYCAMORE VALLEY GATHERING, LTD. 75,000 82,500 |LOCALLY ASSESSED 5 3
TEXACO PIPELINE INC. (GETTY,WESCO) 3,508.644 3,894,706 4,046,929 4,351,024
TEXACO EXPLORATION & PRODUCTION INC (KS GAS GAT) 60,000 49,500 51,150 51,150
TEXACO TRADING & TRAN. INC.(GCGHOL) . 3,300,000 3,300,000 2,640,000 2 840,000
TOTAL PIPELINE CORP. (POTWIN) 68.354 95,700| |PROPERTY ABANDONE i
TOTAL PIPELINE CORPORATION 212,318 113,014 172,884 192,111
TRIDENT NGL., INC. 900,000 990,000 |NOW KOCH HYDOCAREON
TRIDENT NGL. INC. (OXY CITIES SERVICE NGL, INC) 252,000 277,200 290,400 290,400
TWIN COUNTY GAS CO., INC. 48,000 72.600{ 3 5,800 74,250
UNION CARBIDE CORPORATION 37,5001 |NOW PRAXAIR INC. : S R E
UNITED CITIES GAS 11,819,800 12,383,580 15,862,620 15,495,873
UNITED CITIES GAS STORAGE 1,250,804 2.653,924 3,285 765 1,210,082
UNOCAL 263,561 225,365 157,937
WACO PIPELINE SYSTEM 40,500 77 550] |LOCALLY ASSESSED ¢ :
WESTERN GAS RESOURCES (NEW IN 1985, FORMEFLY DELHI GAS) S 330 ooo
WESTERN RESOURCES (GAS DIV) . 61,149,353 69, 424 478 108,372.686 69,123.404
WILLIAMS NATURAL GAS COMPANY 49,321,838 58,996,212 57,684,046 §2.861,337
WILLIAMS PIPE LINE COMPANY . 12,753,440 13.536.427 12,832,934 12,532.278
TOTAL 469,128,375 561,094,203 §34.891.115 605.584.703
'1992.1 AMENDED VALUE §-18-93 1993-3 ADDED VALUATION 02-01.94
.1993-1 ADOED VALUATION 02-01-54 1995-1 ADDED VALUATION 02-05-96

PONDERCSA RESOURCE CO. §2,500 §2.800I 39.600 33.300
PONDERCSA RESCURCE CO. I 40,500 44.550 44,550 - 44.550
PRAXAIR INC. (FCRMERLY UNION CARBIDE CCRP) T 41,250 48.200
REPUBLIC NATURAL GAS CO. (FORMEFLY SUNRISE ENERGY) o 957.000
RICHFIELD GAS STORAGE (NEW 1993) B 990.000/ 2 2.970.000 1.650.000
RIVERSIDE PIPELINE COMPANY, LP. 242.807 413,068 547,259 553 277
SANTA FE MINERALS C/O PROPERTY TAX SVC. 30.000 31,680 33,000 33,000
SEVERY GAS COMPANY 18,000 19.800 19.800 23.100
SHAMAOCK PIPELINE CORP. 92.505 91.128 82 231
SINCLAIR PIPELINE CO. (NEW IN 1995) 130,198

438,900 438,900

STANTON JOINT VENTURE (NEW IN 1994)

1993-2 ADDED VALUATION 02-01-954

ATCHISON, TOPEKA & SANTA FE RAILAROAD CO. 30, sas 776 28.769,049 34,809.491 as, 4so sas
BURLINGTON NORTHERN RALROAD, INC. 9,349,927 8,283,828 11,022,375 10,353.798
CENTRAL KANSAS RAILWAY (NEW FOR 1993) : 3 1,166,761 1,445,553 1,288,512] 1
DENVER & FIO GRANCE WESTERN RALROAD €0, 1,778,528 1,381,040| 3.917.764] |PART CF SOUTHEFN
| PACIRC

DOOGE CITY FORD & BUCKLUN 180,000! 1 125,000| 1 112.500 100.000
GARDEN CITY WESTERN RY. CO. 300,000 250,000 250.000 225,000
HUTCHINSON & NORTHERN RY. CO. ‘ 75,000 57.500 §7.500 60,000
KANSAS & MISSOURI RY. & TERMINAL CO. 120,000] |MEPGED WITH KANSAS CITY SOUTHERM
KANSAS CITY SOUTHERN RY, CO. 1,474.226 1,039.634 1,538.644 1,507,857
KANSAS CITY TERMINAL RY. CO. 1,209,097 990.801 1,061,885 1,064,124
KANSAS SOUTHWESTERN RALAOAD 1,500,000 991,500 1,015,500 954,57C
KYLE RALROAD CO, 1,741,434 1,004,520 1,195,200 1,146,190
MISSOUR! & NCRTHERN ARKANSAS AR (NEW IN 1953) b : 28.804 30,034 33,967
NORFOLK SOUTHERN RALLWAY CO., 111,819 110.277 80,005 34 629
NORTHEAST KANSAS & MISSOUR RALLRCAD 399.895 337.398 352,120 376.610| 2
SO0 LINE RAILROAD CCMPANY 23.990 17.551 21.578 19,262
SOUTH KANSAS & CKLAHOMA RAILROAD 1,147,577 777.902 795.390 698,002
SOUTHEAST KANSAS RALROAD 102,404 81.013 119,505 183.928
SOUTHERN PACIFIC RALAOAD 5,720,247 4,.842.371] 5,588,430 8,437,057
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Table Il - Comparative Statement of Assessed Vaiuation of
State Appraised Railroads and Public Utility Companies for the Years

1992 thru 1995

1992
Valustion

1994
Valuation

Vaiuation

P'PELINES (CONTD) ;
COASTAL GAS MAFKETING 18.0001 ICUT CFBUSNESS , -
COLCRADO INTERSTATE GAS COMPANY 13,072.590 16,770,758 15.853.887 14,701.498|
CONOCO PIPE LINE COMPANY (FORMERLY CONTL PL) 3,106,335 2,278,095 2.508.475 3,110,422(
COTTONWOOD GAS GATHERING (MAPLEFOOR) 37.500 49.500 49,500 99.000!
DELH!I GAS PIPELINE INC, 690.000 660.000 528.000] |NOWWESTERN GAS
EMEFALD PIPENE CCRP. 85.355 80.286 88,934 32.516
ENERGY DYNAMICS .NC 120,000 82.500 72,600 66.0001
ENRCN LQUIDS PIPELNE COMPANY 5.468.864 §.353,.407 8.894.,856 8.538,960!
EXXON CCRPCRATION 83.600| 64,350 66,000| [LOCALLY ASSESSED
FARMLAND INOUSTRIES, INC. 881,623 969.713 1,017,280 964,806
FLINT HILLS GAS COMPANY, INC. 3.900 4,290 4,290 4,290
GETTY GAS GATHERING INC. 930,000 759.000 792,000 924.000
GPM GAS CORP. (NEW IN 1994) §7,750
GRANT GATHERING COMPANY 1,290.000 1,584,000 1,650,000
GREAT EASTERN ENERGY & DEVELOPMENT CORP 78,000 115,500 |LOCALLY ASSESSED R
GREELEY GAS COMPANY 3,841,098 4,198,461 4,558,957 4,685,470
HAVANA GAS DEVELOPMENT 75,000 57.750 29,700 26,400
HEARTLAND PIPELINE CO. 865,324 1,034,594 974,480 870,174
HUGOTCN CAPITAL LIMITED PART. 1,950,000 2,145,000 924,000 1,320,000
HUGOTON CAPITAL UMITED PART. 2,700,000 2,970,000 396,000 0
HUGOTON GATHERING INC, 6,300,000] |NOW ANADARKO ST
JAYHAWK PIPELINE CORP, 7,091,348 7.500.461 7,900,844 7,602,832
K. N. ENERGY, INC. 14,122,028 18,046,121 19,155,282 2,674,624
KN GAS GATHERING 398,479 396,000 429,000 8,508,633
KANES PIPE LINE COMPANY 9.578.024 12,040,653 13,294,116 13,376,920
KANSAS GAS GATHERING CO., INC. 6,000 8,600 8,800 6,600
KANSAS GAS SUPPLY CORPORATION 4,350,000 4,950,000 4,620,000 3.953,949
KANSAS NATURAL INC. (PHEND(Q 3.450.000 4,521,000 8,600,000 8.910.000
KANSAS PIPELINE COMPANY LP. 1,740,000 3,003,000 4 884 000 7460.000
KANSAS PUBLIC SERVICE (UTILICORP UNITED) 2,025.000 2,640,000 3,830,000 3.465.000
KAW PIPE UINE CCMPANY 2,220.000 2.706,000 1,980,000 1,980,000
KB GATHERING CO. (NEW IN 1993) 19.800! 42,900 468,200
KN INTERSTATE GAS TRANSMISSION CO. (NEW IN 1995) 10,915,562
KOCH GATHERING SYSTEMS, INC. 3,150,000 4,290,000 3.960,000 3.960,000
KOCH PIPELINES, INC. 4,449 897 3,860,275 5,155,175 8.324.714
KOCH HYDROCARBON CO. ? 2,640,000 1,980.000
LAGG INC. 5,100 5,775 6.80C 6.800
MAC COUNTY GAS INC. 159,000 198,000 148,500 135,300
MAPCO AMMONIA PIPELINE, INC. 2,419,056 2,821,185 2,426,426 2,503,502
MAPCO FRACTIONATOR INC. 3,450,000 3,795,000 3.795,000 3.795.000
MAMI PIPE LINE COMPANY 90,000 108,900! 108,900 90,7501 1
MID AMERICA PIPELINE COMPANY-DIV. MAPCO 19.556.868 24.287.974l 22,183,118| 20.973.530
MID-GULF, INC. (NEW IN 1994) 15N 2.970 2.970
MIOWEST ENERGY (GAS) 1,230,000 1.353.0001 1,419,000 1,188.000
MIDWEST GRAIN PIPELINE INC, 330.000 437.2501 495,000 §27.000
MOBIL Cit. CORPORATION (HICKOK FACIUTY) 2.250.000 2.475.000! 2.475.,000! 2.475.000
MOBIL PIPE LINE COMPANY 991,452 1,018.2831  |NOW PART OF KAW PIPELINE
NATIONAL COCPERATIVE REFINERY ASSCC, 210,000 363.000{ 429,000 429,000
NATURAL GAS PIPELINE COMPANY OF AMERICA 17.098.200 22,790,064 22,344,036 23,068,238
NEMAHA PIPELINE CCRP. (FORMARLY ENEX) 87,500 75.900 99,000 99.000
NGP PIPELINE CO. (DIV. OF ENRON) 1,125,137 970.188 990,318 1,083,163
NIMROD NATURAL GAS CO. 420,000 462.000 330,000 330.0001
NOR-AM GAS TRANSMISSION CO. (NEW IN 1955, ARKLA ENERGY RESOURCES) 255.420
NORTHERN NATURAL GAS CO. (ENRON CORP) §9.263.200 73.857.792 82,977,206 82,000.958
OSAGE PIPELINE COMPANY, DIV. GETTY OL 3,349.035 3,593,533 3,600,044 1,601,538
PANHANDUE EASTEFN PIPELINE COMPANY 32,919.900 54,755,102 68.633.819 73.743.518
PAN GAS STORAGE COMPANY (SOUTHWEST GAS) 10.500.000! 11,302.500! 10,725,000 8,250,000
PEOPLES NATRL. GAS (DIV. OF UTILICORP UNITED) 8,583,246 8.269,158! 9.627.004 15.184.868
PHRLIPS PIPE LINE COCMPANY 15,492,405 18.086.112) 20.799 240 18.215.848
PLATTE PIPE LINE COMPANY 1.606.651 1,601,315l 1,328,795 869.9456!
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Table It - Comparative Statement of Assessed Valuation of
State Appraised Railroads and Public Utility Companies for the Years

1992 thru 1995

1993
Valuation

1994
Valuation

1998
Valuation

CANEY VALLEY ELECTRIC COOP., ASSN., INC, 2,700.000( 3,102,000 3.135.000 3,168.000
OMS ELECTRIC COOPERATIVE INC. 2,624,160 3.035.071 3,332.037 3.431.077
DONIPHAN ELECTRIC COOP., ASSN., NC. 330,000 396.000 482,000 495.000
DS30 RURAL ELECTRIC COOP.,, ASSN,, INC. 1,500,000 1.716.000 1,749,000 1,749,000
EMPRE DISTRICT ELECTRC COMPANY 12,706.4068 13.907.586 13,708,372 12,862,724
FUNT HILLS RURAL ELECTRIC COCP ASSNINC 2,100,000 2,442,000 2,409.000 __2.376.000
JEWELL-MITCHELL COOP . B.ECTRIC CO. 1,350,000 1.501.500 1,501,500 1,485.000
KANSAS CITY POWER & LIGHT CO. 347,170,260 371,948,762 369,359,892 357.478.853
KANSAS ELECTRIC POWER COOP. 38.207.754 42.527.414 46,502.552 46,588.587
KANSAS GAS & ELECTRIC COMPANY 441,798,750 491,249.880 501,997,330 502,379.034
KAW VALLEY ELECTRIC COOP COMPANY, INC. 3.750.000 4,488,000 5,445,000 5.810.000
LANE-SCOTT ELECTRIC COOPERATIVE INC. 960,000 1,089.000 990,000 1,039,500
LEAVENWORTH-JEFFERSON ELEC., COOP, NC, 2,430,000 2.772.000 2,970,000 3,267,000
LYON-COFFEY COUNTY ELECTRIC COCP INC. 2,775,000 3,184,500 3,300,000 3,830,000
MIDWEST ENERGY INC. 32,930,931 36,300,000 37,950,000 35,310,000
N.CX. ELECTRIC COOPERATIVE INC. 1,170,000 1,221,000 1,221,000 1,221,000
NEMAHA-MARSHALL EL ECTRIC COOP, ASSN. INC 1,470,000 1,650,000 1,914,000 2,013,000
NINNESCAH RURAL ELECTRIC COCP. ASSN. INC 1,880.000 1,881,000 1,848,000 1,848,000
NORTHWEST KANSAS ELECTRIC COOP ASSNINC 1,350,000 1,485,000 1,320,000 1,485,000
NOFRTON-DECATUR COOPERATIVE ELEC. CO. INC 3,630,000 4,290,000 3,795.000 3,465,000
PIONEER ELECTRIC COOPERATIVE INC. 8,100,000 9,438,000 10,560,000 11,550,000
PR&W ELECTRIC COOP., ASSN,, INC. 1,380,000 1,584,000 1,850,000 1,587,500
RADIANT ELECTRIC COQOPERATIVE INC. 1,260,000 1,386,000 1,551,000 1,817,000
SEDGWICK COUNTY ELECTRIC COOP, ASSN.INC 1,980,000 2,145.000 2,277,000 2,376,000
SEKAN ELECTRIC COOPERATIVE ASSN, NC. 1,230,000 1,353,000 1,452,000 1,650,000
SMOKY HILL ELECTRIC CCOP, ASSN,, NC. 1,500,900 1,850.000 1,584,000 1,353,000
SOUTHWESTERN PUELIC SERVICE COMPANY 337,889 373.200 392,812 382,140
SUMNER-COWLEY ELECTRIC COOP., NC. 2,760,000 3,036,000 3,201,000 2,640,000
SUNFLOWER ELECTRIC COOPERATIVE NC. 52,304,753 33,000,000 57,090,000 57,750,000
TWIN VALLEY ELECTRIC COOP., INC. 900,000 1.058.000 1,221,000 1.221,000
UNITED ELECTRIC COOPERATIVE INC. 2,250,000 2.607.000 3,003,000 3,300,000
UTILICORP UNITED (MO PUBLIC SERVCE) 18,002,376 19.963.075 20,962,640 20.745.698
VICTORY ELECTRIC COOP., ASSN., INC. 1,980.000 1.815.000 1,815,000 1,914,000
WESTERN COOPERATIVE ELECTRIC ASSN,, INC, 3,270,000 3,630,000 3,300,000 2.310.000
WESTERN RESOURCES (ELEC. DIVISION) 314,353,973 352,669,583 337,448 311 338,491,346
WESTERN FARMERS ELECTRIC COCP. 36,097 38,634 38,491 36,722
WESTPLANS ENERGY 48,771,410 54,120,000 50,160,000 50,160,000
WHEATLAND ELECTRIC COQPERATIVE INC. 11,890,359 12.199.365 11,208,769 12,528,112
TOTAL 1,381,825.828 1,500,588.845 1,523,039.841 1,511.880.584
BIPE LINE COMPANIES
AMERICUS GAS COMPANY, INC. 18,000! 23.100! 33.000 13,000/
AMOCO PIPELINE COMPANY INC. 8,280,922 3.499.833 8.073.949 9.168.073
AMOCO CUSHING-CHICAGO PIPELINE CO. (NEW 1953) 829,335 819,392 665,547
ANADARKO GATHERING INC. (NEW 1993) 5.651.437! 8,600.000 7.392.000
ANR PIPELINE COMPANY 23,153.760 25,685.352 25,510,389 24,832,922
ARCO PIPE LINE COMPANY 1.528.821 1,798,229 1.717.313 1,866,973
ARKLA ENERGY RESOURSES (NEW IN 1954) e 1,636,767 |NOW NOR-AM GAS
ARKLA INC. 3,947,475 4,291,073 3.114.293( [SOLD TO PECPLES
ASSOCIATED NATURAL GAS 345,000 528,000 196.000 396,000
BENSON MINERAL GROUP INC. 195,000 214.500 247.500 247.500
CASHE CREEK CORPORATION & SUBSDIARIES 594,493 653,951 1,024,289 1,252,148
CENTANA (ANADARKO) 1,500,000 1,004,582 654,174 0
CHASE COUNTY GAS SERVICE COMPANY §8.500 NOW GREELEY GAS : SR
CHASE TRANSPORTATION COMPANY 5 473,802 8,280,846/ 7,195 447 6.431,345
CHISHOWM PIPELINE CCMPANY (NEW IN 1995) 1,389.713 1,495.051 1.632.212 1.620.855
CIMARRCN RIVER SYSTEM (NEW IN 1965) 660,000
CLEAR CREEX INC, 1,044,987 NOW PART OF NCRA |3+ S
COASTA. REFNING COMPANY INC. 330,000 297.000i
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Valustion

Valuation

Valuation

& 99.1
Vaiuation

BABGE LINES
ALTER BARGE LINE, INC. 1.2460 | 1.3701 1.368!
AMERICAN COMMERICAL TCWING COMPANY 8,786 |OUTCFSUSNESS - i
BLASKE MARINE, INC. 3.220 3,542 3.786 3.766:
HUFFMAN TCWING COMPANY 4.734 5.207 5.207 §.207!
MAGNOLIA MARINE TRANSPORTATION COMPANY 1.983 354 338 2.,332)
MERCHANT GRAIN & TRANSPCRTATIONS, INC, NO OPERATICNS NO OPERATIONS NO CPERATIONS NO CPERATIONS |
MISSISSIPPI MARINE TRANSPCRT CO. 3.353]  |NO CPERATIONS 13.970 ~ 6.361
RAMSEY TRANSPORTATION COMPANY, INC. NOOPERATICNS NO CPERATICNS NO CPERATIONS | INO OPERATIONS |
TOTAL 23.328 10.473 24,647 19.034
T
ACCMCCAW RCC CCMM, CF KC (MCI AIRSIG.) 263,638] |LOCALLY ASSESSED
AIRPHONE INC. 7.9371 [LOCALLY ASSESSED
AIRTOUCH CELLULAR OF KS { FORMERLY PACTEL & MIDWEST CELLULAR :
CMT PARTNERS (FORMEFRLY MCF, INC. & MIDWEST CELLULAR) 3,505,326 6,648,893
KAMO CELLULAR (NEW IN 1995) I ik 778.998
KANSAS #4 CELLULAR L. P. (NEW 1953) 148,500 165,000{ |[NOW PART CF
KANSAS 49 CELLULARL. P. 90,000 147.989 165.000f [KAMOCELLUWLAR
KANSAS #10 CELLULARL. P. 270,000 429,000 429,000
KANSAS CITY SMSA L. P. 2,178,799 3.166.5387 5.581.351 9.731,084
KANSAS RSA 582 204,648 251,877 363,000
KANSAS RSA #15 L. P. (NEW IN 1953) o 132.000{ 1 165,000 247,500
KAR KALL 13.500f 1 13,200 2 2.310 1,850
KIN NETWCRK 3,000.000| 2 4.455,000 4,950,000
LETT ELECTRONICS INC. 11,400{ ILOCALLY ASSESSED
UBERTY CELLULAR 2,002.552] 3 §,445,000| 5.940,000 | 7,260.000
McCAW RCC OF WICHITA, INC. 90,000] |LOCALLY ASSESSED
MCF, INC. (MCCAW) 165.000 264,000
MIDWEST CELLULAR (NOW AIRTOUCH CELLULAR OF KS) 3.502.110 4,464,050
MISCELLCO CCMMUNICATION 760,742 910,312
MOBILE RADIO COMMUNICATIONS INC, 34,500f |LOCALLY ASSESSED
MOBILFONE OF KANSAS, INC, 75.000] |LOCALLY ASSESSED
MCOBILFONE OF WESTERN KANSAS 6.000! [LOCALLY ASSESSED
PACTEL CELLULAR INC. OF KANSAS (FORMERLY MCF, INC. & MIDWEST CELLULAR) | 660.000] |NOW AIRTOUCH
PAGECCMM 11,400{ 4{LOCALLY ASSESSED
PARSONS MOBILE PAGING INC., 13.8001 [LOCALLY ASSESSED
ST.PAGING 43,500/ [LOCALLY ASSESSED
STAR CCMMUNICATIONS INC. 1,500] 5|LOCALLY ASSESSED
TEAM ELECTRCNICS . 23,1001 |LOCALLY ASSESSED |
TOPEKA CELLULAR TELEPHONE CO. 195,000 198.000! 280,500 528,0001
TOPEKA SMSA L P, 540,000 1.031.250! 1,047.698 1,749,000l
TWO WAY FADIO COMM. CO. OF KANSAS INC. 45,671 LOCALLY ASSESSED | .- R oo
WICHITA SMSAL. P. 810,000 1,430.009! 2,825,564 3.531,000
TOTAL 14,263,128 22,439,545 26.868.367 38.105.181
1992-1 ADDED VALUATION 01-26-92 1992-5 ADDED VALUATION 01-26-92
1952-2 ADOED VALUATION 01-26-92 1993-1 ADDED VALUATICN 02-01-94
1992-3 SUPPLEMENTAL VALUATION OF $52,552 01-26-92 1993-2 ADDED VALUATION 02-01-54

19924 ADOED VALUATION 01-26-92

ELECTRIC POWER COMPANIES
ALFALFA ELECTRIC COCPERATIVE INC. 430,410 441,375 439.135| 448 2411
ARK VALLEY ELECTRIC COQP,, ASSN,, INC. 3,225,000 3.580.500! 3.712.500! 3.564,000!
BOWERSCOCK MILLS & PCWER COMPANY 40,500 44 550! 49,5001 44 550!
BACWN ATCHISCON ELECTRIC COOP ASSN INC. 450,000! 808.8501 825.0C4! 1.023.0001
BUTLER RURAL ELECTRIC COOP, ASSN, 2.100,000I 2.557.5¢01 2.904 0001 3.069.000!
C & W RURAL ELECTRIC COOP., INC. 840.000| 1,105.5006I 1.287.000t 1.237.500!




STATE OF KANSAS

COMMITTEE ASSIGNMENTS

MEMBER: APPROPRIATIONS
SUBCOMMITTEES:
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610 MAIN
ATWOOD, KANSAS 67730

February 27,1996
Chairman Lawrence and members of the Select Committee on
Telecommunications:

Thank you for the opportunity to appear today as an opponent of HB 2763.

| don’t think you can discuss franchise law in Kansas without discussing
the history of telephone service in Hill City and Bogue. But, there are
others who are more knowledgeable than | who can address that issue
today. My focus will be on the value of franchise or a replacement
mechanism that empowers communities.

| firmly believe that competition in the rural areas of Kansas will be
“winner take all”. If we support the resolution that contains the vision
statement of the Telecommunications Strategic Planning, in order for
rural areas to have broadband services at the lowest price possible
requires cooperation rather than competition.

Franchise law or it’s successor needs to allow communities some ability
to negotiate with companies to assure the best service at a fair price. The
communities need some ability to assure quality of service.

As we move toward competition in all utilities care must be made to
assure that franchise law works for all utilities. | can envision
communities being an active participant in guaranteeing service and price.

Federal Communications law may restrict franchise law. It is important
to find a mechanism to empower communities.

| oppose HB 2763. Removal of the franchise law will not be a
practical alternative.
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HOUSE SELECTION TELECOMMUNICATIONS COMMITTEE
Testimony of Corey Johnson on Behalf of Bogue, Kansas

February 21, 1996

[ am aware of House Bill No. 3056 that United Telephone and Classic Telephone have
introduced. Passage of this bill would allow the Kansas Corporation Commission to impose a
franchise on cities against their will. I believe this would be a great mistake!

I’'m sure you are aware of the problems the cities of Hill City and Bogue have had with phone
service, or the lack of it. Ihave lived in the Bogue area all of my life and have experienced many
problems with United Telephone’s Service. Some of the problems are static so loud you can’t use
the phone, no dial tone, and a simple little problem such as rain can knock your phone out of service.

I am the Mayor of an incorporated city and yet we still ha;ve party lines with as many as four
households on bne line. If any of you have experienced the dislike of a party line, you would know
it effects your day to day life, let alone what it does for a business trying to make it in the world.

For several years, the people of Bogue have complained to United Telephone about poor
service and party lines, they always sound concerned and sometimes go as far to send a public
relations person out to solve the problems, but nothing ever happens.

Finally, after the franchise of United Telephone expired, the City Councils’ of Hill City and
Bogue had a chance to do something. We chose a different phone company. After we granted a
franchise to Rural Telephone Service Company, Inc., which promised all buried one-party service
and digital switching, they went to the KCC for a certificate. The KCC took one and half years
before they would take any action on Rural’s application.

Many complaints have been filed with the KCC in regards to poor service from United

Telephone with little or no action to solve the problem. Why would anybody want to give more

/%4/5’@ ;Sé/éﬂf,;wzf, TS o .
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Testimony of Corey Johnson
Page 2

power to the KCC which seems to care very little about citizen’s complaints and their struggle to fix
the phone problem.

I would ask that you not support any amendment that would allow the KCC to impose a
franchise on a city. I believe the éitizens and the governing body of a city know who would best
serve them and benefit its community.

Respectfully submitted,

Corey Johnson
Mayor of Bogue

SO
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KENNETH CLARK
ATTORNEY AT LAW
323 N. POMEROY (913) 674-2129
P.0. BOX 27’
HILL CITY, KANSAS 67642 (913) 674-3603

(FAX)

HOUSE SELECTION TELECOMMUNICATIONS COMMITTEE
Presented by Kenneth Clark on Behalf of Bogue and Hill City, Kansas

February 1, 1996

Mr. Chairman, Members of the Committee:

My name is Kenneth Clark and | am an attorney representing the City
of Bogue, Kansas. | live in Hill City, Kansas and also present this
communication, as a citizen, in behalf of Hill City.

| have practiced law in Hill City for over 40 years and have suffered
miserable, inadequate telephone service the whole time. At the present
time (1996) more subscribers in Bogue, Kansas are served by 4-party, party
lines telephone service than have private one-party telephones. Last week |
dialed the number of a Topeka attorney and left a message on the
answering machine to call me. In the afternoon, a woman unknown to me,
reported on this message from Wisconsin! Yesterday | dialed the operator
and the robot advised me “This is not a working number”.

After a two year struggle, | was able to present argument to the
Kansas Supreme Court in the case of United Telephone Company v. City of
Hill City, Kansas, 258 Kan. 208. This case very directly presented the
question of whether or not a telephone company could be authorized by the
Kansas Corporation Commission to serve a Kansas city without holding a

franchise from the city. The Court held at page 220 of the opinion as
follows:
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HOUSE SELECTION
TELECOMMUNICATIONS COMMITTEE
February 1, 1996

Page 2 -

“Providing telephone service to the residents within municipalities is
another matter all together. Through the Municipal Franchising
Statutes, the Legislature vested the second - and - third class cities
within this state that power to entering into franchises with companies
which would provide for their telecommunication needs. City of
Wilson v. Electric Light Company, 101 Kan. at 430. To hold that a
telephone company may enter and serve a community without
obtaining a franchise to do so, and to maintain service in that
community in opposition to the will of the citizens in that community
once a franchise to operate within the city has expired, would make
the franchise power of the city irrelevant. Instead, the Legislature
specifically provided for cities to choose the provider of their utility
services through the franchise statutes.”

The Court also harmonized the independent authority of the Kansas
Corporation Commission, Telephone Companies, and Cities.

There is nothing difficult about understanding the opinion of the Court
in the above case, although the Corporation Commission has
misrepresented its meaning and its meaning is also being misrepresented to
the House Select Telecommunications Committee. | recommend a quiet
reading of the opinion.

During oral argument in the above case, the Chief Justice asked the
attorney for United Telephone Company what would have to be done for the
cities to get rid of United service in Bogue and Hill City. The lawyer
answered that the cities would have to go to the Corporation Commission
for that authority. Chief Justice Miller then remarked “That option does not
seem to have worked very well for the last 40 years, has it?”

That option is still not working. The Corporation Commission has now
entered in an Order, which is on appeal in the Courts, granting Classic
Telephone Company a purported purchaser of United’s rights whose
Franchise has expired, in Bogue and Hill City, the right to serve that
telephone exchange and in fact has made it “Provider of Last Resort” of
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HOUSE SELECTION
TELECOMMUNICATIONS COMMITTEE
February 1, 1996
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telephone service, without Classic Telephone Company holding a franchise
from either city! The Commission rules that the Supreme Court decision

does not require Classic to have a franchise. This ruling is difficult to
comprehend!

At a KCC hearing held in Hill City, Kansas, during a violent blizzard in
January of 1994, 650 telephone subscribers advised the Commission that
United’s franchise had expired in this exchange and they wanted it removed.

As has occurred during the past 40 years, the Commission ignored this
complaint also.

In spite of all of the complaints from Bogue and Hill City during the
years, the Commission has never sent anyone to these localities to
investigate the sufficiency of the service! Itis certainly true that the people
of the cities are in much better position to evaluate the service of utility
companies and to decide which utility should serve their needs!

| am familiar with the fact that the subscribers to cable television
service from Classic Communications are complaining about the service in
many of the communities served by Classic. Classic Telephone Company
has never operated or owned a telephone system in the past and has no
track record in regard to such operation. This Select Committee should

make its own investigation as to the financial condition of Classic Telephone
Company.

In the name of “Competition”, Classic begs for the passing of
Legislation enabling it to force itself upon the communities of Bogue and Hill
City through the sole authority of the Kansas Corporation Commission which
has ignored the complaints of these cities for some 40 years.

Rural Telephone Service Company of Lenora, Kansas, a financially
strong cooperative with a reputation for efficient, modern service, has been
granted a franchise by both Bogue and Hill City. Rural has now mapped
both of these communities and the rural area of the exchange for the
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installation of an all buried, modern telephone system with one-party service
to all subscribers. With this system we will have every possible modern
telephone service with access to the world. For the last 20 consecutive
years Rural has rebated profits to its subscribers. Last year it refunded $1.2
million to subscribers which amounts to approximately 35-40% of the
customers annual telephone bill. How could competition improve what we

are already going to have. We understand that this installation will cost
Rural approximately $6 million.

If unlimited competition is permitted in the telephone business, how
would it be possible for Bogue with a population of 191, Hill City with a
population of 1,798 and a very few rural subscribers to convince any
telephone company to invest a huge outlay in their community?
“Competition” in cities of less than 10,000 or 20,000 population is just not
economically feasible. The franchise rights of these cities guarantees that
they are going to have good service! If the service deteriorates, the cities
themselves can grant a franchise to a new provider. These cities should
never be deprived of their present franchise rights.

Classic complains that it has not been treated fairly by Hill City. Why
would Hill City want to grant a franchise to Classic, an unknown,
inexperienced provider of telephone service. The franchise proposed by it
would permit leaving the present poles and wires system in place?

In addition, Classic has created a lot of strife in our community. It has
encouraged a handful of people, through the efforts of some of its
employees, to generate Petitions for Recall of two of our city councilmen.
This matter is presently pending in the District Court of Graham County,
Kansas. The election of three new city councilmen in Hill City is required in
the Spring of 1996. The spouses of some of Classic’s employees have
announced their candidacy for city council positions. Does the House Select
Telecommunications Committee want to be a party of handing Legislative
authority to a company that behaves in this manner?
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The Supreme Court decision very clearly defines the rights of all

interested agencies and the citizens in regard to franchises. Absolutely -- no
Legislation is required to clarify it.

The only reason for Legislation is the desire of Classic and other

utilities to take away from the citizens of the State of Kansas the right of the
cities to pick their providers.

This matter comes up at a time when the people are demanding the
Federal Government give powers back to the states and to the people. It
would seem to me to be a poor time to be taking power away from the
people and giving it back to the State.

| would appreciate the opportunity to appear to testify in regard to the
proposed Legislation.

Respecitfully submitted,

%ﬂ Y4

Kehneth Clark
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Testimony Re HB3056 / Capitol Bldg / Topeka KS Page 1 of 2
Select Committee on Telecommunications
Relating to Proposed Revisions in Franchise Law.

Ladies and gentlemen of the committee, I am pleased that as citizens we still have the
right to address for the record our elected representatives. Thank you for preserving and
honoring that right.

My name is Bob Hooper. Iam a third-generation Kansan, a citizen of Bogue, a public
librarian and a teacher. I have served on the local school board and on a city council. At
the moment, I hold no elected office.

In the name of elected representative government, I ask you to reject HB3056, and the
philosophy it represents. What the bill would allow is de facto government by private
business and by remote bureaucracy. At the same time, HB3056 would diminish the
power and authority of city councilmen and women who are ultimately responsive to
local voters.

A franchise -- to have any real meaning -- is something freely and thoughtfully given by
that entity with the authority to give it. A franchise is not something an elected body
"must" or "shall" provide at the behest of distant bureaucrats or utility providers who are
not legally in the franchising business. The present bill flies in the face of representative
government, even flies in the face of logic itself, by suggesting that elected city officials
should, like rubber stamps, franchise whatever or whomever the KCC certificates.
Promoters talk of encouraging competition, but their talk is self-serving.

Present statutes provide for sufficient competition by permitting but not prescribing that a
city government may franchise as many providers as its governing body wishes. The law
also prevents the city from granting franchises in perpetuity -- which provides adequately
for competition. However, no city is obligated to accept any provider it does not want.
The Kansas Supreme Court said that plainly enough, despite the KCC's obvious
displeasure and despite the chagrin of the private utility companies who instigated this
bill.

For too many years, city officials in Bogue and Hill City bowed meekly to KCC
bureaucrats who often seemed more responsive to private business than to the public
good. Istill suffer, and that is the word, with a party line. I cannot send faxes, use the
internet, or establish reliable remote connection from my home to the office computer.
Since the early 1960's I listened to periodic promises from United. Finally, at long last,
not through the exercise of regulatory responsibility by the KCC nor the sense of public
responsibility of United -- but because our elected city council denied a franchise -- the
"fit" as they say, "hit the Shan." Ultimately, the court confirmed the right of elected city
councilmen and women to exercise the power of representative government, as embodied
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in a century of Kansas law. That law, said the court, did give the people an effective vote
in their communications or utility provider. or providers. It was not the KCC's purview,
the court said, to jam any company who is merely certificated down the throat of a
community. Nor was it the right of any certificated company to insinuate itself
gratuitously upon the community. But, incredibly, that is what the KCC and -- plainly
enough -- its corporate allies now ask you to do..

Well, to be honest, I should think it is predictable power politics for those two allies to
behave as they are. Whipped in the courts, whipped by the law of the State of Kansas --
what recourse is left to them but to invent new law which serves their interests better?
And neither you nor I are so Pollyanna that we believe they do not have influential allies.

But, I can tell you this: when Abraham Lincoln spoke in behalf of a government "of the
people, by the people, and for the people,” I believe he had just such tests and trials as
this one in mind. And I only wish Mr. Lincoln could be here today to speak to the issue
before you: a matter of practical American politics where the people's rights are
perennially at risk. Today, fewer and fewer Americans have confidence that the
government Mr. Lincoln so eloquently defined and defended still exists. The dollar and
the deal seem to rule the day. Those citizens who have not given up are angry and
confused. IfIdid not have some hope in representative government [ would not be here.
But I confess, as my hair grows thinner, so too does my optimism. I am waiting to see
what you will do. And I want to say something else.

In today's rush toward "privatizing" all things, we have forgotten something important.
We have forgotten that government is merely that which has power over us. Government
can be public. But it can also assuredly be private. Given the choice and time to reflect,
surely most Kansans prefer government of the public variety -- in which we citizens have
not just an advisory voice but a bonafide vote. We distrust government by "the company
store." We want to be governed by those we ourselves have voted for. And, if we prefer
public government, most of us would also want our public government nearby and
responsive -- because we also wisely distrust a government far off and bureaucratic. You
see, HB3056, would take us in all the wrong directions. If you want to do something
productive with HB3056, wad it up and pitch it in the nearest wastebasket. If you want
something else productive to do, introduce a motion to conduct an legislative audit of the
structure, role, and responsibility of the Kansas Corporation Commission, and its
potential for industry influence. If you're interested in serving me and my neighbors, give
both private power brokers as well as bureaucrats a well-deserved kick in the britches.

We're a long way from Gettysburg, and from the days of Mr. Lincoln... but maybe we
ought to move again in that direction. For myself and for my fellow Kansans, 1 sincerely
appreciate the opportunity to be here today. If you have questions, [ will do my best
answer. Thank you.

END

Bob Hooper/ Testimony HB 2326 / February 22, 1996
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Statement to

The Select Committee on Telecommunications
Kansas House of Representatives

Thursday, February 22, 1996

My name is Fred W. Pratt. | live at 319 South Middle Street
in Hill City, Kansas. | have lived there all my life. Our family
has lived in the Hill City area since the early 1880's. | am

presently a member of the City Council of Hill City.

Classic Telephone and United Telephone are lobbying for
legislation that will take the franchising authority away from
the cities. The City of Hill City has gone through over two
years of court battles, all the way to the Kansas Supreme Court,
to protect this most important right.

| believe the cities always had the right to franchise, and
it seems very strange to me that we had to take our case to the
Supreme Court to keep it. And it seems even stranger that now
we again find ourselves fighting for this very same right. All
this because United Telephone, a big corporation that hasn't
provided good service for years, didn't get its own way.

Stranger still and in spite of the fact that Rural Telephone
bid generously on territories which included Hill City, United
has sold to Classic Cable T.V., a company with no experience in
the telephone business and questionable financial stability.

Adding to the insult, Classic has no better record of
providing service to its customers than United. And | don't say
this without firsthand knowledge. Hill City has had Classic
Cable for several years, and the service is terrible, including
poor reception, stations fading out completely, etc. | am
fortunate in the fact that | travel Northwest Kansas in my
occupation. In Phillipsburg, Norton, Almena, Oberlin, and other
towns served by Classic, | have questioned many business and
professional people, and to a person they all had very low
opinions of Classic. On the other hand, when | asked if they
knew anything about Rural Telephone, those who did had nothing
but the highest praise.

The fact that Rural is the subject of praise by Northwest
Kansas residents should come as no surprise. Rural is a service
cooperative, owned and operated by local Northwest Kansas
citizens who are also its customers. Customers vote for the
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Pratt, page

Board of Directors and have input as to the quality of service.
Profits do not leave Kansas, but are directed back into the
cooperative to update technology and improve service. You will
find no one to dispute the fact that Rural Telephone has quietly
gone about its business providing good service for almost fifty
years.

This gets to the crux of why | think cities, especially
small cities, should be allowed to franchise. Hill City is a town
of only 1,700 people. The franchise laws allow the City Council
to consider many telephone companies, thus providing for
competition, and then to choose the one that we think will best
look out for our interests. We do not have a large enough
customer base to sway large telephone companies. The best we
can hope for from them is that they will provide the bare
minimum of services required and pocket the Universal support
funds they receive. They won't use the funds as intended to
update and modernize the rural areas they serve. Their obvious
priority is profit for their corporation at the expense of the
rural areas. At least, that is the experience we have had with
United for the past forty or fifty years.

In the interest of encouraging competition, it would seem a
simple solution to ask a city like Hill City to issue more than
one franchise and give local residents a choice. This would be
totally unrealistic given that the current price tag for updating
technology in the Hill City-Bogue area will run between 5 and 6
million dollars. With only a few hundred subscribers to share,
two phone companies could not possibly invest this amount and
survive, let alone thrive.

Our small town economy is in trouble. We have access to a
telephone company that we trust will invest millions of dollars
in our area. Not only that, it holds out the hope of providing
quality service that will certainly attract other telemarketing
and telecommunications related businesses to our town.

Why would we franchise a competing company that we do
not trust, thus threatening the success of Rural? Why should
we? If we did franchise Classic, what lengths would they go to
in order to be named the Provider of Last Resort, entitling them
to Universal Support funds, thus making it even more difficult
for Rural to compete?

Certainly if problems ever arise with Rural's service, or if
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the population would increase enough to warrant it, the City
Council would immediately consider franchising a second
company. We see the franchising laws as a way to protect
competition in small communities, not a hindrance to it.

Certainly we understand the implications the franchising
laws may have for hindering competition in larger cities. But
those are not our problems. Maybe exceptions need to be made
for small communities of a certain population. If you take away
our right to franchise, Hill City, Bogue, and many other small
communities stand a good chance of ending up right back where
we've been with United for the past 50 years.

it staggers the imagination that a company like Sprint
United would stoop as low as they have in their dealings with us
for a few hundred subscribers in a town of 1,700. Have their
profits in the past been that large? If so, why was it so
difficult to modernize our services despite numerous
complaints to the KCC? It appears to me that they are the ones
who are afraid of competition and want to place control of it in
Topeka where they can afford to lobby the KCC and the
legislature everyday.

| represent a Kansas town and Kansas citizens. Rural
Telephone is a Kansas business. | believe our needs deserve
every consideration from a Kansas Legislature. Thank you.
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Testimony of Alex Leslie before the House Select Committee on
Telecommunications

February 22,1996

The House Bill No. 3056 sponsored by United Telephone and
Classic Telephone regarding telecommunications franchises
absolutely amazes me. As a City Councilman from Morland, it
concerns me in the broad powers the bill transfers to KCC
bureaucrats in Topeka. The current laws work very well - if
they are followed to the letter. The cities have the first
word - control over who they award franchises to, and the KCC
has the last word - who they issue certificates of operating
convenience to. This separation of power is a vital part of
our system of government; no one individual or authority has
absolute control of vital issues.

The Supreme Court of Kansas affirmed this system last
year in its decision in United Telephone Co. of Kansas v. City
of Hill City. It determined that the local citizens have the
right to determine who shall serve them, the KCC having veto
power over the cities, if they find the franchisee unfit to
serve.

The KCC has proven itself over and over to be prejudiced
toward the two submittors; United Telephone and Classic
Telephone. Despite having lost in several Kansas courts, the
KCC only reluctantly and with undue delay issued Rural
Telephone an operating certificate for Hill City and Bogue,

then tarnished themselves further by issuing a certificate to

Classic Telephone at the same time.

Under current law the KCC is not supposed to issue an
operating certificate to a company that does not have a valid
franchise; why then, did they issue one to Classic Telephone
for Hill City and Bogue without a franchise? Why did they

appoint Classic as the carrier of last resort when that power
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is vested to the FCC? If they are supposed consider technical
and financial ability to serve, why did they issue a
certificate to a company who has never operated a telephone
system and whose bonds are rated B3 and Caa by Moodys, the two
lowest ratings Moodys considers?,

In this financial condition, Classic Cable also applied
to the City of Morland for a "telecommunications franchise,"
to serve Morland with both cable and telephone service. 1In
their presentation, they promised to run fiber optic cable
from Hill City to Morland, which I understand costs about
$15,000 per mile to lay. Since Morland is 12 miles from Hill
City, that is $180,000 just to get the signal to Morland for
about 30 cable subscribers. They also planned to install
overhead wiring, which the Morland Council does not find
desirable. The Morland Council decided that the public
interest would not be served, thanked Classic for their time
and did not grant a franchise, believing competition in a city
of 280 people not to be feasible or in the best interests of
our citizens. We have just received a letter from Classic
Cable demanding further explanation of our action.,

Morland is presently served by Rural Telephone, to the
great satisfaction of the residents. In my seven years on the
council there, we have never had one citizen complaint about
the telephone service. In fact, Rural has shown courtesy and
cooperation on numerous occasions, which can be documented as

follows:

* During the construction of our natural gas system, Rural
Telephone employees were always prompt to locate telephone
lines and on one occasion, when it was mislocated,
acknowledged their error and bore the cost of repairing
the line, rather than charging the contractor, as United
Telephone did. Both of our contractors told us that Rural
Telephone was the most cooperative utility company that
they had ever done business with, they having done
business in fourteen states.
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¢ When the school installed an ITV room requiring the laying
of additional fiber optic cable in the alley, Rural
Telephone presented a complete construction plan and
requested permission from the city council, even though
they were not required to do so by their franchise. They
bored the lines under our paved streets and up a steep
bank rather than trenching, which would have resulted in
erosion.

As a business owner in Hill City who relies very heavily
on the telephone to do business, I want to be served by Rural
Telephone, because I respect the Hill City council for their
decision to have Rural Telephone serve us, and also because of
the superior service I have received from Rural Telephone in
Morland. I moved my business to Hill City in 1994, in part
because I believed that United Telephone, with its record of
horrendous service and technical inferiority, would soon be
history.

Most importantly, present law preserves the city's right
to choose who they do business with and reaffirms that the KCC
cannot impose an unwanted server upon the city. The bill
before you would take away these important rights, granted to
the cities and the residents by law, to determine who will
serve them.

The KCC needs to respect the law and the Supreme Court of
Kansas. Why do we need to change good state law, when it
appears that the only reason to do so is that United Telephone
and Classic Telephone did not get what they wanted, and that
the KCC can only assist them if all of the power is
concentrated in Topeka? United Telephone and Classic
Telephone stand to make millions of dollars if this bill
passes. They are in this legislation for the money, not the
good of rural Kansans. United Telephone had 30 years to
respond to complaints, upgrade their plant and rescue their
investment. This bill is designed to reward United for their

neglect.
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This bill does not enhance competition, but limits it to
companies selected by the KCC. Competition is the reason Hill
City selected Rural Telephone as their new provider; they
offer a better product and service than the one currently
being consumed. Under present law, Rural Telephone is subject
to the same fate as United if they ever neglect us - the
franchise will be awarded to a more worthy provider. Rural
Telephone's understanding of the city's franchising power is
what makes them such a good company.

If this bill passes, the KCC will have the first, as well
as the last word on who serves Kansas communities and they can
continue to abuse their power. We can't trust the KCC. The
citizens now have the first word through the cities
franchising power; let's not take that away. This bill gives
the cities no new authority or rights; it only removes or
cripples the rights we have under current law. For the good
of all Kansans, leave the current law alone; these bills

should be killed before they can be voted on.

Respectfully submitted,

Alex Leslie
P.O. Box 402
Mcrland, KS 67650

'Article: C-Tec Wraps Up Twin County Buy; Cable World,
October 2, 1995, p. 51 (attached)

? Letter from Classic Cable, dated: February 14, 1996
(attached)
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P.0O. Box 429
Plainville, KS 67663

(913) 434-2614 FAX

RECEIPT # P465 224 370
February 14, 1996

City of Morland
P.O. Box 146
Morland, KS 67650

Dear Mayor and Council Members:

We received your recent letter denying Classic Cable a franchise to do business in your
community.

No doubt you are aware that pursuant to Section 621(a) of the federal Cable Consumer
Protection and Competition Act of 1992, franchising authorities are prohibited from unreasonably
refusing to issue a competitive franchise to a requesting cable operator. In addition, Kansas law
prohibits municipalities from issuing exclusive franchises to any cable operator. KSA 12-2007.

Classic Cable currently operates 283 cable television systems serving more than 185,000
customers. Our operational headquarters is in Plainville, Kansas, not far from your city. We are

" seeking only the opportunity to compete in the provision of cable television service in your city.

We must insist on more informatiot: as to why Classic Cable is Being denied the right to compete
in your city. : _

We look forward to receiving your response by February 29, 1996.

Sincerely,
Mark Livingston
General Manager

605 Northwest Third St. ©

(913) 434-7620 Administration’ *.
(800) 999-88768 Customer Service



RURAL TELEPHONE SERVICE CO.,INC. =32 25

1-800-432-2773
Larry E. Sevier, General Manager FAX 1-913-567-4401

Testimony in Opposition of House Bill 3056
on Behalf of
Rural Telephone Service Company, Inc.
Before the House Select Committee on Telecommunications
Roger L. Vonfeldt
February 22, 1996

Mr. Chairman, Members of the Committee:

My name is Roger Vonfeldt. T am the Assistant General Manager of Rural
Telephone Service Company, Inc. (Rural Telephone). Iam here today to represent

the interests of Rural Telephone by opposing House Bill No. 3056, due to the fact

“that it proposes to eliminate the franchise authority of second and third class cities in

Kansas.

Rural Telephone currently serves 26 exchanges involving approximately
6,300 customers in fifteen northwestern counties, covering well over 4,000 square
miles. Our company is a cooperative organization, where each customer is a
member (stockholder) of the telephone company. Cooperative members through the
annual election of our Board of Trustees, determines the policy direction the

telephone company will follow to meet the requests and needs of all our customers.

Since 1951 (45 years), it has been Rural Telephone’s goal to provide the best
possible service at the lowest price to every customer in our high cost service area.
I 'am here today to report that every one of our customers receives single party touch
tone service from digital central offices, custom calling services, all buried “storm-
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proof” outside plant, Enhanced 911 capability, Signaling System 7, and CLASS
services. In January, 1995, Rural Telephone converted to “equal access”, which
allows our members to select their long distance provider. By the middle of this

year, all of our 26 exchanges will be interconnected by full fiber optic facilities.

For over 40 years, residents of Hill City and Bogue sought Kansas
Corporation Commission’s (KCC) assistance in requiring United Telephone
Company (United Telephone) to improve their service. Since the three
commissioners do not live in a small town, it must have been very difficult for them
to know what these citizens were going through, as they did not provide relief.
Rural Telephone is opposed to HB 3056 because it in effect transfers the cities
franchising authority over to the KCC, and takes it out of the hands of the local
authority. For years complaints from citizens in these communities have gone

without much attention due to an overburdened staff,

The Kansas Legislature showed great wisdom when it passed the Public
Utilities Actin 1911. As the Kansas Supreme Court said in the Wilson case, the
legislature left control of streets and the granting of franchises to operate within the
cities to the mayors and councils of the cities. Nothing in the Public Utility Act
gives the KCC authority to impose a franchise upon the people of a city. After all
these years, it was the action by Hill City and Bogue in refusing to give United
Telephone a franchise, that the KCC issued a show cause order on United
Telephone. Then, after hearing hundreds of complaints, the KCC gave United

Telephone four years to provide one-party service.

Rural Telephone became involved with the cities of Hill City and Bogue only
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after they made the decision to terminate their existing franchises with United
Telephone Company. Hill City and Bogue invited Rural Telephone to discuss the
types of facilities used and the various services offered to its members. Rural
Telephone has provided telephone service in areas contiguous to the Hill City
exchange for many years. A franchise agreement was finalized with Hill City and
Bogue, where Rural Telephone agreed to build an entirely new telecommunications

system with all buried one-party service and digital switching for the Hill City

exchange.

Rural Telephone after receiving a franchise from Hill City and Bogue, then
went to the KCC for a certificate. The KCC action on Rural Telephone’s
application was delayed for over one and one half years. During that time, United
put the Hill City exchange up for sale to the highest bidder, which is a cable
company that provides less than adequate CATV service in Hill City, and has never

provided telephone service to anyone.

HB 3056 sponsored by United Telephone and the Kansas League of
Municipalities and supported by Classic Communications would seriously alter the
franchise authority of the second and third class cities. There are those who are
arguing that the Supreme Court decision leaves all the parties, the cities, the
telephone companies, and the KCC with disjointed powers that need to be
remedied, both from the view of the cities and from the view of the telephone
companies. The franchise law currently prohibits a city from granting an exclusive
franchise. The franchise law does not require that every request from an applicant
be provided a franchise, if in the evaluation of the city, it is not in the public interest

of the city to do so. In the rural market, a public interest finding will be required.
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It is a real surprise for the Kansas League of Municipalities to support such a
major elimination of franchise authority involving the cities. Why are we
“presuming preemption” of local franchising authority by the federal
Telecommunications Act of 19967 Wouldn’t it be more appropriate to maintain
state and local powers, than just give them away without knowing the actual extent
of the federal law. The Telecommunications Act of 1996 did not change Section
[52 of the Telecommunication Act of 1934. State franchise law is still intact.
Kansas runs this state, the federal preemption is not supported by statute. Local and
Intrastate services are controlled by Kansas, not the FCC. Subsection 253(b) of the
Telecommunications Act of 1996, allows the states to do any number of things that
could be construed as having “the effect of prohibiting” someone’s ability to do
something. States can act in specific instances. There is nothing in this act that
amends or repeals existing federal telecommunications laws that changes state

authority over intrastate telecommunications.

If it wasn’t for United Telephone’s inferior service over the last forty years,
and the inability of the communities to obtain relief, this franchise law would not be
an issue today. The cities are not to blame for this situation, but the extremely poor
service those people have had to endure for years. Where is the “checks and
- balances”, if only the KCC has all the authority to issue certificates and franchises?
The KCC has a tremendous workload already and we should not overburden an
already overworked and short handed staff. There is no need for the cities to give
up their rights to the KCC, since they know best what is good for their community,
Why should all the cities suffer because of United Telephone and its notorious
reputation for extremely poor service? Why are they so interested in seeing this

change made?
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To the best of my knowledge, there has not been any cities in Kansas that
have ever abused this franchise authority, and this is definitely the case with Hill
City and Bogue. The existing franchise law has provided the cities of Hill City and
Bogue the ability to address their specific telephone service problem, which
otherwise, would have continued to be overlooked. Due to this fact, Rural

Telephone requests this Committee to oppose HB 3056.

Thank you for giving me this opportunity to express Rural Telephone’s
position on HB 3056, and I will be happy to answer any questions you might have

on this matter.
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PUBLISHERS OF KANSAS GOVERNMENT JOURNAL 300 S.W. 8TH TOPEKA, KS 66603-3896 (913) 354-9565 FAX (913) 354-4186

TO: House Select Committee on Telecommunications

FROM: Chris McKenzie, Executive Director ¢ ~—"

DATE: February 22, 1996

SUBJECT: Opposition to HB 2763--Restricting Municipal Franchise Powers

Thank you for the opportunity to appear today on behalf of the League’s 540 member cities
of all population sizes in opposition to HB 2763. Even before the enactment of K.S.A. 12-2001 in
1945, cities played an active role in determining which utilities would be granted the privilege of
using city owned right-of-way to lay lines and construct and operate utility services which benefit
city residents. For example, K.S.A. 12-848 and 12-849 grant cities of the second and third class
the power to control such right-of-way and require the passage of an ordinance before the right to
use them is granted to any person or company to utility, railway, for “any other purpose
whatsoever.” In other words, the public policy of our state has recognized the necessity of local,
municipal control of public property when it is proposed to be used for any purpose.

Municipal control of municipal right-of-way has been exercised during most of this century
in a coequal manner with state certification of public utilities which propose to use the right-of:
way for utility purposes. This scheme of dual control and regulation has assured that both the
interest of the community and the community-at-large (through the state) are protected and
advanced. The existence of these co-equal and complimentary sources of authority and functions
was recently upheld by the Kansas Supreme Court in the case of United Telephone Company of
Kansas v. City of Hill City (258 Kan. 208). What the court basically said in that case is that a
telephone company providing services within the corporate limits of a city needs both a franchise
from the city and a certificate from the Kansas Corporation Commission.

This scheme of dual regulation and control has served the public interest well for most of
this century. The recent enactment of the federal Telecommunications Act of 1996 has raised
some interesting issues with regard to whether this dual scheme has been affected in any way.
Based on the advice of telecommunications legal counsel with the law firm of Fredrikson & Byron,
P.A., which we have recently received, we respectfully submit this regulatory and franchising
scheme has not only not been reduced, but it has been enhanced. HB 2763 actually represents an
effort to reduce the broadened discretion recognized in the new federal act.

Some of our specific objections are as follows:

(1)  Page 1, Line 21. This represents an effort to narrow the scope of the franchise decision by a
city so only use of the city rights of way, as opposed to operation of a telephone utility in
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(2)

3)

(4)

()

the city, would be the subject of the franchise.

Page 1, Line 42. Setting a minimum limit for the term of a franchise would unreasonably
constrain municipal authority and likely increase pressure to refuse franchise applications.

Page 2, Line 2. The language of this provision basically ends the scheme of dual control we
have had in Kansas, basically requiring the city governing body to grant franchises to
companies which are certificated by the KCC. The KCC can not be expected to solely

consider municipal interests in its certification decisions. If this language is inserted no one
will be able to do so.

Page 2, Line 37. This provision would appear to require cities to treat all utilities alike,
notwithstanding their varying effects on the city’s cost of maintaining the right-of-way. As a
general rule, discrimination should not occur among the holders of franchises for similar
types of utility services, but it can be justified if a franchisee imposes greater expense on the
city due to the nature of its business and operating procedures.

Page 4, Line 25. Like the language on page 2 (line 2), this language is intended to allow the
holder of a certificate from the KCC to demand a franchise from a city. This strips city
governing bodies of their control in this area and would deprive local residents of any
representation on such questions locally.

Thank you for your consideration of our views on this bill. We strongly recommend you

report HB 2763 unfavorably.
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