ad TE wee

L4

wd i R4 o fed

S;Es's'f()rj qj‘ 2(315 o

SENATE BILL No. 346

By Commitiee on Uilinles

1.2

AN ACT concerning telccommunications; relating to rural telephone
companies; universal servige support, recovery of costs; amending
K.5.A. 662001 mnd KB A, 2015 Supp. 06-1.187, 66-2003, 66-2008
and 66-2017 and repealing the existing sections.

Be it enacied by she Legisiature of the Sure of Konsas:
Section 1. K.S.AL 2015 Supp. 661,187 is hereby amended fo read as
follows: 66-1,187. As used in this ach

{2} "Broadhand" means the {ransmission of shoual sieosie st rateg
equal to or greater thanfk3}{0 megaiits per second fownload and one

megabit por scoond tl;)f{?aig.g

f

fby "CLASS services” means custom foueal arca signaling scrvices,
whick include automatic callback, automatie recall, eaffing number
identification. selective call rejection, selective calt acceptance, seleetive
cali Torwarding, distinetive ringing and custormer originated trace,

{o)  "Commission” means the siate corparation commission,

{4y "Dialing pority” means that & persop that fs not an affiliate of 2
bocal exchange carrier is able to provide telecommunications servives in
such a manner that customers have the ability to route auiomaticaily,
without the use of any access code, their telecommunications to the
telecommunications carrier of the customer’s designation {from among two
or more lelecommunications carriers, including such local exchange
carrier.

{gy  "Federal act” means the federal teleconununications act of 1996,
L. 104-104 Gamending the communications act of 1934, 47 US.C. § 154
et 524.}

Iy "ISDN" wmeans integrated services digital network which is a
network and assucisted technology that provides simultaneous volce and
data commurnications over 8 single communieations charmel.

{g} "LATA" has the meaning ascribed 1o it in the foderat sct,

{hy  "Local cxchange carrier® means any telocommunications public
utifity or its succossor, not tw include an clecting carrier, providing
switched telecommunications service within any local exchange serviee
area, as approved by the commission on or before Janusry 1, 1396,
Howcever, with respeet to the ¥l Ciry exchange ares, in which muldple
carviers were cortified by the commissivn prior © January 1, 1996, the
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commission's determination, subject to apy courl appeals, of which
authorized carrier shall serve as the carrier of last resort will defennine
which carrier shall be deemed the local exchange camrier for that exchange.

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

(i) "1+ inkraLATA disling parity” means the ability of & local
exchange service customer fo specify the telecommunications or local
exchange carrier that will carry the intral ATA long distance messages
when that customer dials either "1" or "0" plus a 10-digit number.

(k) *Operating area” means:

(1) Inthe case of 2 rural teiephone company, operating area or service
area means such company's study arca or arcas as approved by the federal
communications commission;

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

{I) "Rural telephone company” has the meaning ascribed {o it in the
federal act, excluding any iocal exchange carrier which together with all of
its affiliates has 20,000 or more aceess Yines in the state. '

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

{n) "Telecommunications public wiility” meens any public utility, as
defined in K.5.A. 66-104, and amendments thereto, which owns, controls,
operaies of manages any equipment, plant or generating machinery, or any
part thereof, for the transmission of telephonc messages, as defined in
K.8.A. 66-104, and amendments therete, or the provision of
telecommunications services in or throughout any part of Kansas.

{0} "Telecommunications service™ means the provision of a service
for the transmission of telephone messages, or two-way video or data
messages.

{p) "Universal service” means telecommunications services and
facilities which include: single party, two-way veice grade calling; stored
program controlled switching with vertical service capability; E-911
capability; tone dialing; access {0 operator services; access to directory
assistance; and equal access to long distance services,

(q} “Enhanced universal service” means telecommunications services,
in addition to those included in universal service, which shall include:
Signaling system seven capability, with CLASS service capability; basic
and primary rate ISDN capability, or the technological equivalent; fuli-
fiber interconnectivity, or the technological equivalent, between central
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offices; and broadbund capeble facilities 100 All zchools accredited
pursuant to K.B.A, 72-118] et seo., and amendments thereto; hospitals as
defioed n K.8.A, 65-425, and amendments thereto: public lbraries; and
state and Jocal government facitities which request broadband services.

Sec, 2. K.S.A. 66-200% is hereby smended to read as follows: 664
2001, It is hereby declared to be the public policy of the state o

{a} Ensure thai every Kangan will have accoss t g first class
telecommunications infrastrocture that provides excellent services at sn
affordable price;

{b}  ensure that consumers throughow the state reatize the benefits of
competition through increased services and improved telecommunications
facilizies and infrastructore ai reduced rates;

{c} promote consamer access to o full range of wlecommunications
services, inchiding advanced  fefecommunications services that are
comparable in urban and rural areas throughout the siate;

{d) advance the developinent of a swtowide telecommunications
nfrastructure that is capable of supporting applications, sach as public
safety. telemedicine, services {or persons with special needs, distance
tearning, public brary servives, access o internet providers and ofhers;
ayd

{e} protect consumers of felecommunications  services  from
fraudutent business practices and pracifces that sre inconsistent with the
public interest, convenience and necessity; and

{fi promote locad investoent and the devetopmem and expansion of
economic oppertunitics, througit the statewide avaifability and ongoing
enhancoment  of relioble  nd  gffordable  broadband  data  and

commynications services.

Sec. 3. K.S$.A. 2015 Supp, 66-2005 is hereby smended o read as
follows: 66-2805, {a) Bach local exchange carrer shall file a nerwork
infrastructure plan with the commission on or after Japnary 1, 1997, and
prior jo January 1, 1998, Each plan, as 5 pant of uoiversal service
protection, shall include schedules, which shall be approved by the
commission, for depioyment of universal service capabilities by July 1,
1998, and the deployment of enhanced universal service capabilitics by
July i, 2003, as defined pursuant lo-ssbsections{pi-and-farof K.B.A. 66-
L187(p and {g), and amendments thereto, respectively. With regpect 10
enhaneed universal service, such schedules shall provide for deployment
of ISDN, or its technological equivaieny, or broadband facilitics, only upos
a fmp customer owder for such service, or for deplovment of oiher
enhanced universal services by 8 local exchange carrier. Afler receipt of
such an order and upon complietion of 3 deployment plan desizned (o meet
the firm order or otherwise provide for the deployment of enhanced
universal service. 8 focal exchange carrier shall notify the commission.
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herein. Rates for intrastate switched access, and the imputed access portion
of toll, shall be reduced over a three-vear period with the objective of
cqualizing interstate and intrastate rates in a revenue neutral, specific and
predictable manner. The comumission is authorized to rebalance local
residential and business service rates 10 offset the intrastate access and toll
charge reductions. Any remaining portion of the reduction in access and
tolt charges not recovered through locsl residential and business service
rates shall be paid oui from the KUSF pursuant to K.5.A. 66-2008, and
amendments thereto. Each rural telephone company shall adjust its
intrastate switched access rates on March § of cach odd-numbered year to
match its interstate switched access rates, subject to the following:

{1} Any reduction of a rural telephone company's cost recovery due to
reduction of its intrastate access revenue, except such revenue recovered
from another support mechanisi, shall be recovered from the KUSF;

{2} any portion of rural wlephone company reductions in infrastate
switched access rates which would result in an increase in KUSF recovery
in a single year which exceeds . 75% of intrastate retail revenucs used in
determining sums which may be recovered from Kansas
telecommunications customers pursusnt to-subsestior—{a}-of .S A, 66-
2008(a}, and amendments thereto, shall be deferred until March 1 of the
next following odd-numberad year; and

{3) no rural company shall be required at any time to reduce its
intrastate switched access rates below the level of its interstate switched
acoess yates,

(d) Beginning March 1, 1997, each rural telephone company shail
have the authority to increase annually its monthly basic local residential
and business service rates by an amount not to exceed $1 in cach 12-month
period until such moenthly rates reach an amount equal to the statewide
rural telephone company average rates for such services. The statewide
rural telephone company average rates shall be the arithmetic mean of the
fowest flat rate e of March 1, 1996, for local residential service and for
local business service offered by each rural telephone company within the
state. In the case of a rural tclephone company which increases its local
residential service rate or its local business service rate, or both, to reach
the statewide rural telephone company zverage rate for such services, the
amount paid fo the company from the KUSF shall be reduced by an
amount equai to the additional revenue received by such company through
such rate increase. in the case of a rural telephone company which elects
to maintain a {ocal residential service rate or a local business service rate,
or bath, below the statewide rural telephone company average, the amount
paid to the company from the KUSF shall be reduced by an amount equal
to the difference between the revenue the company could receive if it
elected to increase such rate to the average rate and the revenue received
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by the company. The commissica shall approve each appfication by a
rural selephone company o increase the company’s local service rutes in
an amount nccessary for suech company o mainfein eligibifity for fidl
Jederal universal service support, E/rxy revenue resulting from any such
increase shall wet be used ax a basis vo reduce such company’s KUSF

Supporta

fey For puwposes of detesmining sufficient KUISF support, an
affordable rate for focal exchange service provided by o rurgl teiephone
company subject {o traditional rate of return regulation shall be determined
as follows:

{13 For residential service, an affordable rate shali be the arithmetic
mean of residential local service rates charged in this state in ali exchanges
served by rursi telephone companies and io a8l exchanges i rate groops 1
through 3 as of February 20, 2002, of sil other local exchange carriers, bat
not including eleeting carriers, weighted by the momber of residential
aceess Hnes 1o which cack sueh rate applics, and thereafier rounded to the
nearest quarter-dofiar, subject to the following provisions:

(A3 & rural telephone company’s present residential rate, icluding
amy separate charge for tone diafing, i3 at or above such weighted menn,
such rate shall be deemed affordable prior to March 1, 2007,

{B} I a tural welephone company’s present residential rate, Inclading
any separate charge for tone dialing, is below sueh sverage: (i3 Such mte
shall be deemed affordable prior 1o March 3, 2003 (6 a8 of March 1,
2003, and prior o March 1, 2004, & rate 82 higher than the company's
preseut residential monthty rate, but not exveeding such weighted mean,
shall be docmed affordable; (31} as of March 1, 2004, and por to March
i, 2005, a rate 52 higher than the company's presuit residential monthiy
rate, but nol excecding such weighted mean, shalt be deemed affordabie;
and {iv} a5 of March 1, 2005, and prior to March 1, 2006, a rate 56 higher
thais the company's present residential monthly rate, but not exceeding
such weizhted mean, shall be deemed affordnble.

{0y As of Murch 1, 2007, and gach two vears thereafter, an affordable
residential service rate shall be the weighled aritmetic mean of local
service rates determined ds of October 1 oof the preceding vear in the
mangnier hereinbefore specified, except that any increase in such mean
exceeding 82 may be satisfled by increases in a rural telephone company's
residential monthly service rate notexceeding $2 per vear, effective March
1 of ihe year when such mean is determined, with the remainder agplicd at
the rate of $2 per vear, bul not o exceed the affordabie rate,

£2)  For single line busmess service ot any Gime, an aifordable rate
shiall be the existing rate or an smoont $3 grester than the affordebls rate
for residential service as determined under-prosision paragrapf (13 of this
subseetion, whichever is higher, except that sny increase in the business
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or for the same census block.

(4) The commission shall discontinue the use of the “identical
support” rule and shall cap all competitive eligible telecommunications
carriers’ KUSF high cost support as of March 1, 2013, snd beginning
March 1, 2014, over a period of foar years in annual egual increments,
reduce to zero, beginning March 1, 2018, the amount of KUSF high cost
support received by competitive eligible telecommunications carriers.
Nothing in this section shall be construed to affect competitive eligible
telecommunications carriers' etigibility for Kansas lifeline service program
purposes pursuant to K.8.A. 66-2006, and amendments thereto, For the
purposes of this subsection, "competitive eligible telecommunications
carrier” means a telecommunications carrier designated by the commission
as an eligible telecommunications carrier after January I, 1998,
“"Compretitive cligible telecominunications carrier” shall not mean any
local exchange camier or any electing carrier designated by the
commission as an eligible telecommunications cairier by order dated
Becember 5, 1997, in docket No. 9B-GIMT-241-GIT, or any such local
exchange catrier’s or electing casrier’s successors or assigns.

{5) An clecting carrier shail so longer be eligible 1o receive high cost
support from the KUSF.

(d) {1) Subject 10 parapraph {2), the commission may pericdically
review the KUSF to determine if the costs of gualified telecommunications
public  utilities, telecommunications carriers and  wireless
telecomimunications service providers to provide local service justify
meodification of the KUSF. If the commission determines that any changes
are needed, the commission shail modify the KUSF accordingly and
annaally report such changes to the senate standing commitice on utilities
and the house standing committee en wilities and telecommunications.

{2} The commission shall undertake a review of the capped amount of
KUSF support available for each local exchanpge carrier operating under
price cap regulation that receives such support, not including Kansas
lifeline service program puwposes pursuant to K.S.A. 66-2006, and
amendments thereto, and determiine if a lesser amount is appropriate for
KUSF distributions after March 1, 2019. Reviews of such carriers shail be
based on the forward-looking costs of providing basic voice service, using
inputs that refiect the actual geography being served and that reflect the
scale and scope of the local exchange carrier providing basic local voice
service within cach exchange.

{e}{i) For each local exchange carrier electing pursuant to-subseetion
f-of K.S.A. 66-2005(3), and amendments thereto, to operate under
traditional rate of retum regulaticn, all KUSF suppon, including any
edjustment therete pursuant to this section, shali-be—based—en ensu
recovery of such carrier’s intrasiate embedded costs, revenue requirements,

insert ~ the reasonable opportunity for
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investments and expenses.~Hnti-atJesst-Maseh—-204%; Any modification
of such support shall be made oaly as a direct result of changes in those
factors enumerated in this subsection. Nothing in this subsection shall
prohibit the commission from conducting # general investigation regarding
effects of federal universal service reform on KUSF support and the
telecomrnunications public pelicy of the state of Kansas as expressed in
EK.5.A. 66-200!, and amendments thereto. The commission may present
any findings and recommendations to the telecommunications study
committee established in K.8.A. 2015 Supp. 66-2018, and amendments
thereto.

{2} Notwithstanding any other provision of law, no KUSF support
received by z local exchange carrier electing pursuant io-sibseetion{b}-of
K.8.A, 66-2005(bj, and amendments thersto, to operate under traditienal
rate of return reguia!ien shall be used to offset any-loss reduction of
fcderal umversa} servwe ﬁmd suppen Eur recovery of such-emer—exeep!—

=G S camefs mtersta!e costs and
invesiments.

{3} Notwithstanding any other provision of law, the total KUSF
distributions made to all local exchange carriers operating under traditional
rate of return regulation pursuant to-sebseetion-{bi-of K.5.A. 66-2005(3),
and amendments thereto, shall not exceed an annuat $30,000,000 cap. A
waiver of the cap shall be granted based on a demonstration by a cartier
that such carrier would experience significant hardship due to force
majeure of natural disaster a5 determined by the commission.

{f) Additional supplemental funding from the KUSF, other than as
provided in subsection (g), may be authorized at the discretion of the
commission. However, the commission may require approval of such
funding to be based upon a general rate case filing. With respect to any
request for additions! supplemental funding from the KUSF and to any
audit of 2 rural telephone company's KUSF support, the commissien shall
act expeditiously, and shall be subject to the 240-day deadline for rate case
applications pursuant to K.8.A, 66-117, and amendments thereto.

Sec. 5. K.S.A. 2015 Supp. 66-2017 is hereby amended to read as
follows: 66-2017. (a} Except as otherwise provided in this section, no VoIP
service, IP-enabled service, or any combination thereof, shall be subject to
the jurisdiction of, regulation by, supervision of or control by any state
agency or political subdivision of the state,

{b} VolP services shail be subject to:

{1} The reguirements of K.S.A. 66-2008, and amendinents thereto,
pertaining to the Kansas universal service fund (KUSF). The provisions of
subsection (2} shall not affect or restrict eligibility for KUSF support; and
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{2) the requirements of the Kansas 91} act, K.S. A, 2015 Supp. 12-
5362 et seq., and amendments thereto.

{c) No provision of this section shali be construed to modify:

(1) The requirements of the video competition act, K.S.A. 2015 Supp.
12-202] et seq., and amendments thereto;

(2} the state corporation commission's authority under 47 US.C, §§
251 and 252, as in cffect on the effective date of this act. For the purposes
of this paragraph, the term “state commission” used in 47 U.S.C. §§ 251
and 252 shall mean the state corporation commission established pursuant
to K.§.A. 74-601, and amendments thereto;

{3) the authority of the state of Kansas or a political subdivision
thereof to manage the use of public rights of way pursuant (o KS.A. 17-
1902, and amendments thereto;-ee

(4} the rights and cbligations of-subseetton-{y}-of K.8.A. 66-2005¢3),
and amendments thereto; or

(3} the regulation of any rural telephone company.

{d) For the purposes of this section:

{1} “Internet protocel enabled service” or "IP-enabled service” means
any service, capability, functionality, or application using an internet
protocol (IP) that enables an end user to send or receive a voice, data or
video communication in an [P format.

{2) "Political subdivision™ shall have the meaning ascribed to such
term in K.S.A. 28-137b, and amendments thereto,

(3} "State agency” shall have the meaning ascribed to such term in
K.8.A. 75-3701, and amendments thereto.

{4) "Voice over Intemet Protocol” or "VoIP" is any service thah:

{A) Uses an internet protoco! (IP) o enable real-time, two-way voice
coramunication that originates from, or terminates at, the user's location in
an IP;

(B} utilizes a broadband connection from the user's location; and

{C; permits a user to receive a call that originates on the public
switched telephone network (PSTN) and to terminate a call to the PSTN,

Sec. £, K.S.A, 66-2001 and K.S.A, 2015 Supp. 66-1,187, 66-2005,
66-2008 and 66-2017 are hereby repealed.

Sec, 7. This act shall take effect and be in force from and after its
publication in the statute book.



