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John Idoux, CenturyLink
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Ken Schifman, Sprint

Others Attending

See attached list.

Morning Session

The  meeting  was  called  to  order  by  Senator  Pat  Apple,  Co-chairperson, with 
Representative  Joe  Seiwert,  Co-chairperson,  at  9:30  a.m.  in  Room  582-North  of  the 
Statehouse.

Co-chairperson Apple  welcomed  the  Committee  members,  staff,  and  guests. 
Representative  Will  Carpenter  was  introduced  and  welcomed as  as  a  new member  of  the 
Committee, filling a vacancy. 

The Committee was again furnished a list of three charges (Attachment 1) and a copy of 
Section  1  of  2013  HB  2201  (Attachment  2)  that  created  the  Telecommunications  Study 
Committee and detailed the responsibilities assigned to the Committee. 

Co-chairperson Apple reviewed the agenda (Attachment 3) and asked if there were any 
questions about the November 6, 2013, Committee minutes (Attachment 4). There being none, 
Senator Longbine moved to approve the minutes, seconded by Senator Lynn; and the motion 
passed.

Co-chairperson Apple called upon Christine Aarnes, Kansas Corporation Commission 
(KCC), to provide follow up information requested at the previous meeting. Ms. Aarnes provided 
an overview of the Federal Universal Service Fund (FUSF) assessment rate since its inception 
in 1998. Rates have increased from 3.91 percent to 15.60 percent. She provided projections of 
rural local exchange carrier local rates if all high-cost Kansas Universal Service Fund (KUSF) 
support was eliminated and rebalanced equally to only local rates, along with a table showing 
the amount of KUSF support provided to offset reductions in intrastate access rates during the 
first few years after KUSF inception (Attachment 5).

In response to questions at the last meeting, Erica Haas, Kansas Legislative Research 
Department (KLRD), gave an overview of the telemarketing laws relating to Do-Not-Call lists 
(Attachment 6).  Two federal  laws were enacted:  the Telephone Consumer Protection Act  of 
1991 and the Telemarketing Consumer Fraud and Abuse Prevention Act of 1994. The laws were 
in response to consumer concerns about the growing number of unsolicited home calls and 
required each telemarketer to provide his or her name, the name of the entity on whose behalf 
the call is being made, and a telephone number or address at which that person or entity can be 
contacted. Solicitation calls cannot be placed to a home before 8:00 a.m. or after 9:00 p.m. The 
National Do-Not-Call Registry is managed by the Federal Trade Commission. The Kansas No-
Call Act, passed in 2002, places enforcement authority with the Kansas Attorney General.

At  the request  of  Senator  Apple,  Tom Day,  Legislative Liaison,  KCC, provided color-
coded maps designating landline areas served by United Telephone Company (CenturyLink), 
Southwestern Bell (AT&T), and the rural telephone companies (Attachment 7). In response to a 
question, Mr. Day indicated there are only a few locations that are not part of a certified area: 
three small areas in Marion County and two small areas in Sedgwick County.
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Sandy Reams, KCC, provided a detailed presentation (Attachment 8) on the process for 
determining KUSF high-cost support. Ms. Reams discussed the implementation of KUSF on a 
revenue  neutral  basis,  the  transition  to  a  cost-based  fund,  components  in  the  revenue 
requirement determination, and costs of capital and capital  structure along with adjustments 
typically made within a rate case. KUSF was implemented in March 1997 on a revenue neutral 
basis to allow carriers to recover their loss on intrastate revenue that resulted from reducing 
intrastate access rates in accordance with state law. 

KSA 66-2008(c) requires the KCC to periodically review the KUSF to determine if the 
cost to provide universal service justifies modification of KUSF support. For price-cap carriers a 
cost model is used, and if the cost of a line exceeds 125 percent of the statewide average, or 
$36.45 per month, it  is eligible for KUSF support. The cost model for price-cap carriers, the 
conferee continued, has not been updated since adoption, but the number of lines served by the 
carrier is adjusted annually. The KCC determined the cost model was not appropriate for the 
rural carriers at that time, and initiated audits of those carriers to transition to a cost-based 
KUSF after the initial access rate phase-down was complete. 

Cindy Lash, KLRD, provided a revised scope for the KUSF audit (Attachment 9) that 
incorporated  changes  voted  on  by  the  Committee  at  the  November  6,  2013,  meeting.  As 
directed by the Committee, the proposed KUSF audit scope was sent to a number of entities for 
comment.  Responses were received from CenturyLink,  Verizon,  and the State Independent 
Telephone Association, and were attached to the audit scope distributed to the Committee.  

Ms. Lash described the Committee’s reporting requirements (Attachment 10) and noted 
the deadline for the final report is December 2014.   

During the November meeting, Committee members asked whether state departments 
might perform certain aspects of the audit in order to hold down costs, rather than have an 
outside firm provide information that was already available. Ms. Lash indicated staff from KLRD, 
KCC, and the Department of Revenue met for a detailed review of the steps in the audit scope 
(Attachment 11).  

Committee members further discussed the proposed audit scope. Regarding bullet  3, 
Page  1  of  Attachment  9  on  oversight  and  structure  assessment,  Senator  Lynn  suggested 
determining whether other states are in the process of changing their definition for Universal 
Service Fund (USF) funding,  to  expand it  beyond two-way voice  communication.  Ms.  Lash 
indicated there was a National Regulatory Research Institute (NRRI) survey to all states asking 
for  information  on  changes  to  USF program that  might  address  this  issue.  Senator  Olson 
expressed interest in the cost of expanding the USF program in other states. 

Senator  Apple  reminded  members  of  an  earlier  discussion  regarding  decline  in  the 
number of landlines. Senator Apple made a motion that the audit scope include a review of the 
reduction in landlines for different types of carriers. The motion was seconded by Senator Olson 
and approved by the Committee.

Senator Apple also proposed a “stress test” that would look at the effect on the KUSF in 
the event of a 10, 20, or 50 percent loss in landlines. Senator Apple made a motion to include 
the “stress test” for landlines and ask the KCC to provide that information. The motion was 
seconded by Representative Garber and approved by the Committee.

Some points raised in further Committee discussion were:
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● The difference between loss of data lines vs. loss of landlines;
● Incentives built into the law designed to encourage efficiencies;
● Recognition that a snapshot of technology now will be ever-changing; and
● Recognizing that the audit will not redo the audit work already done by KCC.

After this discussion, it was moved by Senator Francisco to change wording in the first  
bullet of the audit scope to include “and that appropriate incentives to produce efficiencies are 
created.” The motion was seconded by Senator Olson and approved by the Committee.

Senator Olson made a motion to move forward with the scope, as amended above. The  
motion was seconded by Senator Lynn and the Committee approved the motion.

Senator Apple recessed the meeting for lunch. 

Afternoon Session

Upon return, the Committee viewed a short video. 

Ms. Aarnes then reviewed FUSF Changes and the FCC’s Reforms (Attachment 12). A 
breakdown of  FUSF disbursements indicates 48 percent  goes to high-cost  support  and 25 
percent each to the Lifeline Program, and the Schools and Libraries Program. Kansas is the 
14th largest recipient of FUSF funding, and the 4th largest recipient of high-cost support. 

Mike Scott, AT&T, was the first presenter to provide comments on the effects on industry 
of changes in the FUSF and KUSF (Attachment 13). AT&T is an electing carrier and a wireless 
carrier. Consumers are rapidly moving to wireless and IP-based services. Thirty-eight percent of 
Kansas homes are wireless only. The number of residential landlines has decreased 80 percent 
since the year 2000. Consumers want seamless connectivity; they want it to be fast; and they 
want it everywhere. When the KUSF was established in 1997, there was no competition for local 
phone service; and the Fund was designed to provide universal voice service to high-cost areas 
of the state. Universal service was defined as making quality voice services available to all 
Kansans at affordable rates. This high-cost support was made available to AT&T. The KCC later 
implemented  a  cost-based  KUSF  for  AT&T under  which  KUSF support  would  be  paid  for 
exchanges  where  the  cost  exceeded  125  percent  of  the  statewide  average  cost.  With  the 
passage of 2013 HB 2201, AT&T’s KUSF support will be eliminated on January 1, 2014. AT&T 
believes the state policy should be regularly updated to reflect changes in the marketplace.

John Idoux, CenturyLink, presented a price-cap carrier’s viewpoint of KUSF (Attachment 
14).  CenturyLink  is  committed  to providing  landline  telephone service  in  rural  Kansas.  The 
company  makes  multi-year  investments  that  reflect  multi-year  operational  decisions. 
CenturyLink places fiber in the ground not  just  for  today,  but  for  the future.  2013 HB 2201 
provided regulatory certainty for continued investment by CenturyLink. The population density of 
Kansas is a factor in that fewer customers are paying to recover that investment. CenturyLink’s 
service area includes 13 percent of the land mass of Kansas, AT&T covers 37 percent, and the 
rural  carriers cover 50 percent. CenturyLink charges the same price for  basic service in all 
communities it serves, $17.73 per month for residential customers, plus fees and surcharges. 
CenturyLink receives KUSF support for 45 percent of its customers in the areas identified by the 
KCC as high cost. Of the company’s 119 exchanges in Kansas, 111 have fewer than 1,000 
customers. 
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Catherine Moyer, Pioneer Communications, spoke on behalf  of the rural independent 
carriers (Attachment 15). A rural independent company must first spend money and invest in its 
network and then prove the investment to regulatory entities before support is received from 
KUSF and  FUSF.  Ms.  Moyer  added the KUSF program does  need to  be modernized  and 
adapted to a broadband world.  Not  only  is  there a demand from the rural  businesses and 
consumers  for  high-speed  wired  broadband  access,  but  other  carriers  also  are  requesting 
connectivity to this advanced network. The FCC reforms have caused regulatory uncertainty, 
which, when combined with state legislation in 2013, have led to a slowdown in broadband 
deployment.

Ken Schifman, Sprint, spoke from the perspective of a wireless carrier (Attachment 16). 
Although positive steps were taken in 2013 with HB 2201, the KUSF assessment is 6.2 percent 
on intrastate telecommunications, with the money going primarily to landline companies. The 
federal  assessment  for  the  Connect  America  Fund  (CAF)  is  15.6  percent  on  interstate 
telecommunications for the fourth quarter of 2013, but those moneys will be targeted to develop 
broadband in unserved and underserved areas. Sprint  believes policymakers should closely 
examine the KUSF and reform it as warranted to provide support to direct areas of need and 
use KUSF moneys as efficiently as possible.

Senator Apple thanked the presenters. Committee members asked several questions. 

At  the  conclusion  of  the  meeting,  some  members  reiterated  their  concerns  about 
controlling the cost of the audit and ensuring that the RFP (Request for Proposal) reflects the 
Committee’s intent.  Senator Apple noted the Committee has given clear guidelines and can 
reconvene if staff sees any problem with the scope of the audit. 

Senator Apple thanked staff and the presenters for the work to get ready for today’s 
meeting. 

There being no further business, the meeting adjourned at 3:22 p.m.

Prepared by Linda Herrick
Edited by Cindy Lash

Approved by the Committee on:

_______   July 22, 2014   _____
                     (Date)
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