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L. IT'S ALL ABOUT THE LAST MILE

* Competitors cannot enter local markets on a widespread basis without access

to the mcumbent carrier's last mile wire to every home and business.

o Business Customer
Residential Customer

CLEC"

Switeh LEC Fiber Ring

II. THE LAST MILE PROBLEM

* The incumbent's power to thwart competitive entry has its roots in the

incumbent’s control over the last mile facilities competitors need to reach
customers. It compares to a hypothetical world in which a single airline

controls the local airport.




* In an effort to overcome the last mile access barrier to competition, the federal
Telecommunications Act of 1996 requires incumbent local phone companies to

open their local last mile networks on a nondiscriminatory basis.

= Why not require competitors to build their own last mile networks? Requiring
competitive local exchange carriers {"CLECs"] to duplicate those local

networks- which in effect represent more than 100 years of cumulative

investment- would be redundant and too costly.

»  To reach retail customers across "the last mile," CLECs interconnect their

facilities to the local network and purchase "unbundled network elements”
from .th:e"in_éiimbeht:. “Asa result; '_CLECS:’bé'COmeEéapt_ive wholesale é_;quo'mers

of the incumbent.

1.  INCUMBENT HAS INCENTIVE TO DENY OR IMPEDE

COMPETITIVE ACCESS TO CUSTOMERS

* The incumbent has no economic incentive to provide reliable last mile access
to competitive carriers because competitors have no other source for the last

mile facilities they need.




Even worse, incumbents have a strong incentive to deny CLECs access to the

network,

Since the federal act's passage, incumbents have delayed competitive access to

customers through regulatory and legal procedures.

Incumbents have also stalled interconnection agreement negotiations, blocked
the collocation of CLECs' equipment on the incumbent's premises, and refused

to sell unbundled network elements on reasonable rates, terms and conditions.

1IV.  THE DEVELOPMENT OF LOCAL COMPETITION APPEARS TO

HAVE STALLED

A recent WI PSC data request examining the pace of local competition
suggested there were 237,894 total access lines with competitive providers, of
which 70,270, were residential, and 167,723, were business. (W1 PSC Data

Request 9/25/01)

In terms of competitive penetration, this represented 6% of the total ILEC lines

of 3.5 million.



» Residential competitive penetration was estimated to be 3%, and business

competitive penetration was estimated to be 13%.

= These figures show no overall increase in competitive entry from the previous

year.

V.  POSSIBLE REASONS FOR STALL IN DEVELOPMENT OF

COMPETITION

* Overall unreliable wholesale service provided by incumbent to competitor has

severely damaged credibility of competitor in market place.

» “Inability of CLECs to sustain effective business plans in the face of delayed

customer transfers to new competitive providers by incumbent.

*  Uneconomically high prices charged by incumbent for competitive access to

customers.

V1. LEGISLATIVE RECOMMENDATIONS--INITIATIVES TO
INCREASE CUSTOMER CHOICE IN THE LOCAL PHONE

MARKET



Adopt strong Service quality standards.

These standards would include:

= Specific performance benchmarks to ensure consistent, reliable service for
customers.

» Self-executing penalties to ensure standards without lengthy, costly
litigation.

» Customer credits for poor service such as missed appointments/service

delays.

Oppose long distance entry by Incumbent until vibrant local competition exists

in the market place.

Enhance commission enforcement authority.

Enhance competitor enforcement rights.

Adopt fresh-look provision

*  Many Incumbent customers are tied into long-term sales contracts. A

fresh-look provision would permit telecom customers to have a fair shot at

switching to a low cost, high quality alternative.



» Pursue structural separation

» Split the Incumbent into separate wholesale/retail companies.
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WM. Chairman and Members of the Committee:

On behalf of Time Warner Telecom, | wouid like to thank the committee for the
opportunity to talk to you today about the status of local phone competition. My name is Pamela
Sherwood and | am the Vice President of Reguiatory Affairs for the Midwest Division of Time
Warner Telecom ("TWTC"), which has grown to be one of the largest new competitive providers
in the telecommunications industry. We exist today because of the pro-competitive policies
adopted in Wisconsin Act 496 and the Federal Telecommunications Act of 1996.

TWTC builds its own local and regional fiber optic networks and delivers broadband data,
dedic_aié& Internet access, and voice s_ervic’eé to small, medium and large businesses. We
provide service to a diverse customer i}a_ée across the country. The Company currently serves
business customers in 42 U':.S. metropoiitan areas. We plan to begin offering service in two more
metropolitan areas by the end of the year 2001. We have invested approximately $2.0 billion in
building a network infrastructure, laying 500 route miles of fiber in Wisconsin, and have created
nearly 2,500 high-tech jobs nationwide, 81 of which are in Wisconsin. Wisconsin is the
headquarters for the Internet and Data Division of Time Warner Telecom. We have installed two
sw;tches and sonnected 181 bu;Edzﬂgs to Qur neiwcnrk 10 serve customers inthe Maiwaukee area

fike Bank One GE Medical, Mtdwest Express Cen%er Cobal% Ensurance and Marquette Mecéscai
My response to the question "Is Act 496 promoting competition?” is no. It taid part of the
foundation, but the foun-dai’ibn needs reconstruction. And where improvement is needed is in
ensuring that measures are taken to prevent the incumbent provider from stamping out the
competition that has developed in Wisconsin,
TiMeE WARNER TELECOM INC. IS PROVIDING FACILITES-BASED COMPETITION
JUST AS THE WISCONSIN ACT AND THE FEDERAL ACT ENVISIONED
COMPANY HISTORY
Time Warner Telecom began in 1993 as part of the Time Warner Entertainment Limited

Partnership, offering facilities {o other telecom carriers.



in 1997, the Company added voice circuit switches and began operating as a business
CLEC. In 1998, Time Warner Communications became a separate entity from Time Warner
Entertainment and began to operate as Time Warner Telecom Inc. During 1999, TWTC became
EBITDA positive, acquired an 1SP, built 2 national IP backbone and went public, offering
18,000,000 shares on the NASDAQ exchange. We trade under the symbol TWTC. In August
2000, TWTC successfully purchased the assets of GST Telecommunications. This alfowed us to
double the size of the company and extend our operating footprint throughout the Western United
States. By the end of 2001, TWTC plans to offer telecommunications services over its own fiber
optic networks in 44 markets in 21 different states.
Ow?§ER$H¥P ST)%UCTURE

We are Qery proud to carry the Time Warner name. While Time Warner Inc., now AOL
Time Wamnet, owns 44% of Time Warner Telecom Inc. stock, Time Warner Telecom Inc. is an
independently owned and operated company. We have no financial backing from ACL Time
Warner. We obiain the capital we need to do business the same way the rest of the independent
CLECs obtain theirs, through debt and equity offerings in the financiai markets and from
- operating cash flow:
(lrb:ﬁbkuv GrowtH

Today we have approximately 2500 employees and by the end of 2001 will be providing
serv%cé aﬂd..émpioying people in 21 states. TWTC's growth plans focus on geographic
expansion, extension into new market segments and development of new data and Internet-
hased products and services. Our success 10 date is the result of building and deploying our
extensive local and regional fiber optic networks ail the way to the end user’s building and
providing a diverse physical alternative to the incumbent LEC. Our expertise is in selling complex
network services that customers want and need over these networks. We provide high quality
broadband service to a diverse segment of the small, medium and large businesses in the
country. We have already constructed approximately 9800 route miles of fiber. TWTC has
constructed more route miles than any other local competitive carrier in the U.S. The fiber optic

infrastructure we have built is important because it allows us to continue to layer more products



and services on our network. One of the distinguishing characteristics of our network is that we
have been laying this fiber in metropolitan areas; and the networks are large, averaging 400 route
miles per city — 500 route miles in Wisconsin,

However, it is impaortant that the Wisconsin legislature recognize that the largest
competitor in all of our markets, the local incumbent, has the ability to stymie our growth.
Establishment of certain ground rules, standards of service for wholesale customers and vigorous
enforcement is the only elixir to the problem of anti-competitive behavior and abuse of marxet

power.
SERVICE PROVIDED

Thés ié_-how we do business. In every city that Time Warner Telecom lays fiber, the sales
staff is required to prave in advance that there is business to be secu?ed‘ We don't build &
network just to show growth, we build a network to provide a service that is desired. And | can
assure you that there is demand for the service we provide. In many cases we supplement the
services that the incumbent carrier provides, Often, companies will come to us for their new
business or for a specific portion of their telecom needs. As we prove our ability to provide this
: ﬂservzce ihey give us more and more ﬁf thexr busmess

The fsbef opilc r;etworks we have bunit aHow us to offer our.customers any technoiogy,
product or service solution. Our networks ai%qw_us to provide voice and data telecommunications
services to a diverse customer base including public schools, private schoois, universities, health
care facilities, banks, the high-tech community, government agencies and military installations,
law firms, public utilities, many small businesses, Internet Service Providers, insurance
companies and most interestingly many of the telecommunications companies operating in the
Us.

FOSTERING COMPETITION IN WISCONSIN REQUIRES
SERVICE STANDARDS AND EFFECTIVE ENFORCEMENT

TWTC has not just spent the last five years building networks. We have also been

engaged in legal and regulatory battles across the nation for the right to do so, We are making



progress in breaking the monopoly stranglehold, but it has not been quick and it has not been
easy.

The Wisconsin Act of 1994 and the Federal Telecom Act of 1996 provided a framework
transitioning the local telephone market from a monopoly to a competitive marketpiace. The
simple fact is, no company wants to lose business. This creates strong incentives for the
monopoly provider to act in anti-competitive ways. But, in order to have a competitive market, the
monopoly must iose customers to new entrants. It is not in the incumbent’s financial interest to
coope_r_ate and assist their competitors in taking their customers. But, without this very activity,
cdmpeﬁtéqn wili not e_xis_{, -Competition requzires cooperation.

Géﬁefﬁ_fﬁént.:.i'ré_térve'n'ti.cn and regulation are necessary until a competitive marketplace
exists to replace that -ré‘gﬁfgt:éon. in the long run, it is in everyone’s best interest to see this ocour.
Until it exists, government must stand ready to supply the incentives that the market cannot,
incentives such as minimum standards of service for wholesale customers, with the appropriate
financial incentive to meet and exceed those standards.

SBC-AMERITECH'S STRATEG!C INCOMPETENCE

&et me prewde you w;th a few examples of tha day~to day ?mrcﬁ es tha% anguh‘ our .

B @mpioyees tume and attenhon ci vert;ng them from buucimg our customer base and depioymg
new nefwork.

New enfrants like TWTC musi rely on 't_?'xe incumbent to interconnect networks so that
calls can pass seamlessly, to make changes to their systems to recognize calls from competitors
customers and to provision services that only the incumbent can provide such as the last mile of
the network. It is this refiance, and the lack of the incentive for the Incumbent to get it right, that
can cause a new entrant irreparable damage. ltis clearly in Ameritech’s best interest not to
install trunks, open codes and provision circuits in a timely manner. If Ameritech fails to do this
the quality of TWTC’s service is severely diminished because customers cannot make calls and
TWTC’s overall business suffers because we cannot grow the business. We call this “Strategic
Incompetence”, because on the face of it, these daily problems could be written off as simple

incompetence — but the consistent and strategic nature of the problems justifies the conclusion



that Ameritech is protecting its market share while not overtly appearing to be engaging in anti-
competitive behavior.

For instance, Time Warner Telecom notified Ameritech in November of 2000 that
Ameritech needed to change its equipment to accept new telephone numbers of Time Warner
Telecom customers in Harfland, Ameritech was supposed to have the new telephone numbers
coded no later than January 29, 2001 so they get routed to the right place. We received no
notice from Ameritech that there was any problem, so Time Warner Telecom went about
business as usual, selling services to customers. When our customers in Hartland were ready to
begin making calls, TWTC found out that Ameritech had still not made the change In its system.
Ameritech finally got the work done — two months after it was supposed to have it done, putting
TWTC in the position of explaining to new customers that they could not make cails because
Ameritech hadn't done the work it was supposed fo do. Ameritech has been a telecom company
for over 80 years and should know how to modify its systems when new telephone numbers are
added.

In some cases, TWTC leases the “last mile” necessary to reach the customer directly from
Amentech mstead of dupt catmg tha fac i;ty and pays a premium pnce to do 50. 23% of the ttme
| .Amerltech cfoes not sﬂs’caﬁ the service when it said it would “This puts TWTC in the posmon cf
having to explain to the customer that TWTC cannot provide service because Ameritech reneged
on its commitment or forcing TWTC to expend a lot of time and resources babysitting orders. For
example, we piaced an order with Ameritech for service for a customer who was moving their
husiness, and Ameritech committed to having the work done on July 20, 2001. TWTC
communicated that date to the customer, who scheduled movers based on the commitment that
service would be installed on July 20. On July 18, Ameritech checked its system and notified
TWTEC that it did not have the facilities it needed on hand. TWTC had installed equipment on an
expedited basis to meet the customer’s moved date, and suddenty, Ameritech was putting this
customer in the position of not having service at the last minute. TWTC escalated this issue to
the top level of Ameritech and found that the "missing facilities” was a card that is typically kept

on hand and easily found by Ameritech. Ameritech finally installed the service on July 19.



Other times, Ameritech delays making updates in its databases, which delays TWTC'’s ability

to provide service to end-users. TWTC placed an order with Ameritech in April, and Ameritech

told TWTC # wimtd take six weeks for Ameritech to complete the work. Few customers are
patiené eﬁough_to wait six weeks for service! TWTC pushed Ameritech for a better date, and the

circuit was ready within three weeks, but Ameritech would not aliow TWTC to test the circuit until

Amer_itech had.ii_pci_a_te'd_--its records, which took another five days.
IS THE PROBLEM FIXED?
Ameritech ‘ciaims’ that the problems large numbers of retail customers experienced in

- 200(} have been ﬂxed Thesa are the same clazms that Amentech made when it had service

probiems in ?995 probiems that re- appeared fwe years Iater The Iegasiature and the

: Comm;ssnon cannot ba mlsled enta bei;evmg ihat Amentech s quality of service problem has been

soived’ hever to reappgar.

The bandage that Ameritech had put over its retail quality of service problem has failed to

hea! the gaping wounds in the quality of service that Ameritech provides to its wholesale quality of

service providers. Ameritech does not have enbugh skilled and qualified employees devoted to

--who esaie customer s fssues and Amentech s own data prowded to the FCC for Ju y and August

o "of thss year palnts al dzsmai pscﬁua‘e for whoiasaie qualsiy'cf service. For exampfe

« Dispatched Technician: when a problem required Ameritech to dispatch a technician, it took
45-48% loriger to. restore service for a {JLEC customer than it did far Ameritech’s own retail
custemer (161 hours vs. 109 hours);

+ No Dispatch Reqwred it %ook Amerltech 47% !onger to restore service o a CLEC customer
when the problem didn't require a technician to be dispatched (28 hours vs. 19 hours);

» Instaliation of service: it took Ameritech 2.4 days to install a CLEC business customer
compared to 1/2 day for an Ameritech business customer.

The most recent 7 months of data that Ameritech provided to TWTC #lustrates that Ameritech

quality of service has certainly not been ‘fixed.” Ameritech manages to install services within the

customer desired due date only 68-69% of the time. Even when it gets the service installed
within the time frame committed, 9%-25% of the circuit’s fail (depending on the type of service) —

meaning that customers are still without service. This forces TWTC to place a ‘trouble’ ticket to



get the failed circuits fixed — raising a new set of problems - getting Ameritech’s time and
attention from qualified technicians to solve the problem. 22% of the time, once the circuits are
fixed, TWTC experiences trouble on the circuit again. The new customer does not care whose
problems it is — they simply want the problem fixed.

White TWTC continues to work for a “fix’ to the quality of service problems with Ameritech
and has beén discussing these problems with Ameritech for over 16 months, Ameritech has
refused t.o.a.g:reé to be contractually bound to provision service within certain intervals, standards
for service or fo provide meaningful compensation for the harm done to TWTC by Ameritech’s
poor -qp$:§i.fy.'pf service. _:Qui“__ experéen_c_e'igads us to only one conclusion - there must be a
!e.g',.i:st_aﬁj.ve ﬁx. té'ihé .p_ré__)b_l.em: thai w._eu.lt_i req:uizfe Aﬁiefétebﬁio compensate new entrants for
mi_séing i.r;é’té.;_';atéon'Eniéwals, .r.to't fep.airiﬂg'sefyice prcbl_ems promptly and having a large number
of repeat problems. If those standards are not.met, there must be self-executing remedies that
create the appropriate financial incentive to meet those standards. It cannot simply be a "cost of
doing business’ that Ameritech pays in lieu of fixing the problem. States like tllinois have based
this inceniiife on a perceﬂ%agé of Ameritech's gross revenues, passing legislation with a
_ 0 00825% o? revenue penatiy atlowmg 1t to ;mpose fmes up to $250 OOG a day, $9‘§ 25 mn%i:on a
: year Other siates and the FCG have 1mposed fmes arac% in those states Ament@ch is paymg

attention - making improvements to its infrastructure and process. Wisconsin shouid follow the
visionary tead of 3!1&06%_3 o eﬁsure that Ameritech to provide qualfity service to its wholesale
customers by providing the right leg-islaﬁvé incentives.

VIGOROUS COMPETITION MUST BE ESTABLISHED IN THE LOCAL MARKET
PRIOR TO ALLOWING AMERITECH INTO THE LONG DISTANCE MARKET

The Federal Telecom Act of 86 attempted to create an incentive for the incumbents to
open their networks to competition -- the “carrot” of in-region long distance entry for the
incumbents if and when they open their local networks to competition. By requiring the
incumbents to meet the 14-point checklist prior to entering the long distance market, Congress
has given the incumbents a financial incentive to cooperate.

While TWTC appreciates Ameritech’s desire to be able to offer a fong distance product,

that product is available to customers and carriers today on a competitive basis. In order for

7



consumers to truly enjoy the benefits of a broadband network and truly competitive pricing, we
must have competition at the local level. The only true way to incent Ameritech to provide its
customers with broadband telecommunications service is by ensuring that if it doesn't, there is
another carrier in the marketplace that will. Herein lies the danger - if the incumbent is granted
long distance relief before there is vibrant, sustainable competition, then customers and the state
of Wisconsin will be the losers; they will lose competitive choices that drive technological
development, high quality service and lower prices and Wisconsin will lose the very companies
that are building the telecommunications infrastructure and drawing high tech businesses to the
state. 'Cu_s_tomers will be left with one choice — to purchase from the monopoly — who will then
have.'additionai regu!atory. f;'eedorh and little, if any, oversight by the Commission. A way to
ensdre that Wisconsin isn.’t left with only a deregulated monopoly is to require that 20% of
customers be served by a competitor before Ameritech is alfowed into the long distance

marketplace.

CONCLUSION

. Time Warner. Telecom is committed to building broadband networks in the local markets.
Facedwith this direct competition, the incumbénts Will Nave no choice but to meét us in the
marketplace by deploying new facilities or finding more ways to expand the abiiity of their copper
wires to provide broadband services.

Wisconsin began the process of laying the ground rules for competition in 1994. Seven
years later, the incumbent providers have grown by mega mergers, Ameritech maintains over
80% of the market share with rising revenues, and new entranis are battling a war of atfrition,
The risk of remonopolization is real. Adjustments need to be made to Wisconsin’s Telecom AGt
so the Commission and competitors can obtain a remedy when the rules aren't followed. The
enforcement measures that Wisconsin's Commission has at its disposal must be meaningful and
provide the right incentive. They must be something more than just the “price for doing

husiness.” lt is naive to expect the incumbent phone companies to develop policies and



procedures that will alfow their competitors to steal their customers. But without competitors

taking customers away from the local monopoly, you wilt not have competition.

Again, | very much appreciate the opportunity to appear before you today, and | welcome

the opportunity to answer any questions that you may have. Thank you.




1993 WISCONSIN ACT 496
UPDATE

for
Verizon North

October 11, 2001

The Wisconsin Information Superhighway legislation was passed in June 1994 and Verizon (formerly
GTE) elected to become price regulated effective on January 1, 1995 thus freezing our rates for basic local
exchange service for residence and small business customers for three years. As of today Verizon has not
had a general rate increase since 1991,

ACT 496 required that when Verizon elected price regulation, we file a plan with the Public Service
Commission outlining our commitment to invest in telecommunications infrastructure improvements in
Wisconsin over a period of not less than 6-years. While Verizon was not bound to a specific dollar
commitment in ACT 496, the plan that we submitted on March 1, 1995 prajected investments.of between
$235 ‘and 5290 million between 1995 and 2000 to fulfill our infrastructure commitment. The Public
Service Commission accepted the Verizon Infrastructure Plan and has conducted annual progress reviews.
Since passage of ACT 496, Verizon has made over $481.4 million in telecommunications infrastructure
investments, meaning that Verizon surpassed the "high" end of its' projected investment by $191.4 million.

Verizon also reduced the access service rates paid by long distance companies by over $21 million annually
with the intent that these reductions would be passed on to Wisconsin consumers in the form of lower long
distance rates by the interexchange (IXCs) carriers.

Status of Verizon's Infrastructare Plan Pledge
* 100% of Venzon cemrai offices are dmtal technoiegy
. All Venzen exchanges are 10{)% smgleﬁpany service.
» Interoffice fiber deployment io more than 0% of Verizon communities.

» Frame Relay service, a new high-speed packet switching technology is available throughout the state of
Wisconsin. These switches are capable of providing highspeed fransport service throughout the LATA
in which they are located. In addition, Verizon provides ISDN services in the Wausau, Marshfield and
Sun Prairie areas. High speed Digital Subscriber Line (DSL) Internet access is also available in 21
Verizon central offices.

* Verizon provides broadband services, such as video conferencing, distance learning, high-speed data
services, imaging, etc. over fiber optic technology to all customers, including educational institutions,
libraries, hospitals and clinics and federal, state and local government offices, within 120-180 days of
receipt of a signed contract or letter of intent. Verizon has installed every system ordered on schedule
and at competitive rates. In addition, Verizon completed installation of two fully redundant fiber optic
SONET rings in Wisconsin.

+ Verizon reduced the access line and trunk rates for K-12 schools and public libraries and as of year-end
2000 over 440 accounts were receiving reduced billing totaling $180,000 on an annualized basis.

 Verizon also offered a $1,500 credit to each library, within onr serving area, to offset costs of video
projects or enhanced services provided by Verizon.



» Verizon committed to paying its share of the Wisconsin Advanced Telecommunications Foundation and
its Fast Start Fund. Verizon was billed $2,491,188 and paid $3,044.418 resulting in excess
contributions in the amount of $553,230 at the time the program was discontinued.

Worker Retraining Program

ACT 496 created a displaced telecommunications worker retraining program. Verizon contributed
$125,000 to this program which was completed on June 30, 1999. During the life of the program 71 former
employees received grants of $1,315.83 each.

Universal Service Fund Council

In accordance with the ACT 496, the Public Service Commission created a Universal Service Fund Council
to advise the PSC on universal service issues, Verizon has provided subject matier experts to serve on the
USF Council. Verizon currently contributes approximately $808,000 annually to the Wisconsin Universal
Servzce Fund under ihe guxdelmes creaﬁeé by the Council.

Venzon is alsa contnbutmg $1,248, 564 annualiy to the W:sconsm TEACH program which is used to
subsidize monthly rates for high speed Internet-access by schools and fibraries. These funds are paid into
the Universal Service Fund as assessed by the Public Service Commission each month.

Compeﬁtion

Competition does exist in Verizon's Wisconsin serving areas because when we elected Price Regulation
100% of our exchange territory was opened for any competitor who desired to enter the market, even
though Verizon is not permitted to enter most other companies serving areas.

There are currently 143 active competitive local exchange carriers (CLEC's) and 364 resetlers certified by
the Public Service Commission and authorized to compete in Verizon's Wisconsin exchange territories. In
addition; there are another 8 CLECs and 10 resellers with applications pending. Verizon has entered into
58 agreements with either incumbent local exchange garriers (ILECs), CLECs or wireless compasies.
These agreements iriclude 10 interconnection agreements 16 resale agreements, 17 con:{prehen,swe ;
agreements, 15 interconnection/unbundling agreements and we are currently negotiating about 39
additional agreetnents. Our markets are open. Local number portability has been deployed in all Verizon
exchanges, this means thai a customer may switch to a competitor and keep their former Verizon telephone
number. '

Municipalities have been certified to provide teleconumunications services in 18 Wisconsin communities of
w?nch 7 are in areas served by Verizon,

Aiso some small company ILECs have formed a CLEC affiliate with a strategy to overbuild the incumbent
network and provide local service competition. This is occurring in Barron, Rice Lake, Hayward,
Dodgeville, Darien, Two Rivers and Glenwood City. Verizon serves the communities of Dodgeville,
Darien and Two Rivers.

Verizon also faces competition in the large business customer market from Charter Cable, Ameritech,
AT&T, Datawave Technologies and others. These companies provide competitive services such as, ATM
networks, Diverse networks, SONET rings, DS-1 and DS-3 services and frame relay services. Also, 2
number of competitors, including Ameritech, now offer Public Telephone service in Verizon exchange
areas.

Since passage of ACT 496 Verizon has also opened its intralL ATA long distance market to competition to
any interexchange carrier (IXC). As a result we have seen our intralL ATA long distance market share erode
drastically. Since 1996, long distance minutes have eroded about 74% with the biggest effect coming from
the business and governmental sectors.



Customer Service Quality

Verizon is proud of its service quality results as measured by the Public Service Commission. In our
recently completed Price Regulation Annual Review the Verizon 3-year average performance results show
that we met or exceeded the industry standards in the seven measured categories. Those categories include:
Average Time Interval for Installation (2.07 days); Trouble Reports per 100 Access Lines (17.07); Average
Time Out-of-Service {11.87 hours); Percent Repeat Troubles {15.05%); Average Employee Answer Time
for Repair Calls (9.92 seconds); Average Employee Answer Time for Business Office Calls (35.65
seconds) and Trunk Blockage, percent of trunk groups with at least 97% without an all-trunks busy
(99.927%)

During the year 2000 the Public Service Commission reported that Verizon received only 0.87 complaints
per 1000 customers which was the lowest among major Wisconsin telecommunications providers. As of
the June 2001 PSC report Verizon has only .31 complaints per 1000 customers. And, Verizon has never
been on the top 20 list of complaints compiled by the Department of Agriculture and Consumer Protection.

" For further infemié;tiéﬁ please call Dick Bohling at 608-837-1480
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Dear AT&T Customer,

Enclosed is your copy of the new AT&T Consumer Services Agreement containing terms and conditions for our
state-to-state and international consumer long distance services, This Agreement will begin to apply to these

AT&T services on August 1,2001.

In the past, AT&T filed th_is information with the Federal Communications Commission (FCC). In keeping with
recent FCC rulings, WQ will instead be providing this information directly to our customers and to consumers
who have used our services in the last three months.

The Agreement covers' AT&T §mte;tdsmte and ihternarjb'nai ccmsuh‘aer «calling services and éxpia:ns the
reiatsonship between ycu and AT&T as weii as each Qf our rtghts and responsibilities, including bsilmg and payment_

The Agreement aiso desmbes our new bmd:ng arbatmt;on process, which uses an ob;ecmve third party rather t:han :
a jury for resolvmg any: d:sputes that may arise.

You accept the terms of the Agreement simply by continuing to use or pay for any AT&T state-to-state or
international consumer talfing'service.

Piease be assured that your AT&T service or billing will not change under the AT&T Consumer
Services Agreement; there’s nothmg you need to do.

A‘I&T Service Guides are an adcimonai part of the Serv:ces Agreement. They contain additional terms and
conditions, anc}udmg the pnces, for the services we cur‘rendy offer. AT&T Service Guides will be available for

-, your review at wwwmmmisemcggmde]homg, or: ycu can call us at d 888 283—41399* 10 mquest acopy . .
of the Semce Gu:des that apply 6. your. current ATET state-to-state and international consumer calling services.
The AT&T*Service Guides wilf be available no later than July 9,2001.

For additional information, please see the questions and answers included in this package, or visit our YWeb site
at ggcomisemcegmdeihome or call us at 1 888 288-4099-

Thank you for using A?XT
Sincerely,
Leonard A, Mariand

Vice Prasident, AT&T Consumer Services

FS. As a special opportunity, you can receive a credit of $1 on your AT&T Long Distance bill every month!
You'll also receive a $25 Amazon.com certificate from ATETS Simply sign up for our convenient ATET
online billing option. For offer details and to sign up, visit www.att.com/econsumer.

*Cuscomers ourside the US, catl: | 877 2834725, s s
TTY for customers with hearing/speech dizabifides: | 8060 8333232

HCersain conditions apply. See wwwatt comfeconsumer for details, -

§This offer applies to most plans and is subject o billing availlability.

Please see the other side of this page for additional information.



Frequently Asked Questions

Q: Why is AT&T sending me this Services Agreement?

A AT&T and other long distance companies currently file “tariffs"the legal word for the terms and conditions under which
we provide services to our customers—with the FCC. As a result of recent FCC rufings, AT&T will no longer file tariffs for
our services, These terms and conditions will now be provided in this AT&T Consumer Services Agreement. The Agfeement
wiil apply to state-to-state and international long distance services beginning Auguse {, 2601,

Q: Will this Services Agreernent affect my ATET service, and do | need to take any action?

: No.The ATET Consumer Services Agreement will have no impact on the service you receive, the price you: pay for it, or

your ability 16 change your service.You accept the terms and conditions simply by continuing to use or pay for any ATET

state-to-state or international consumer long distance service. Please retain this Agreement for future reference.

< Will the AT&T Consumer Services Agreement apply to other AT&T services, such as AT&T WorldNet®

Servicel .- . .
A: No. AT&T Internet services, AT&T Wireless Services, and ATET video services are covered by different agreements. In’
addition, the Agreement does not cover ATET local services or AT&T in-state fong distance services.

Q: What are AT&T Service Guides and where can 4find thermy? _

Az AI&T Service Guides describe each of the many available AT&T services, as well as any special terms and conditions that .
apply. There is a separate AT&T Service Guide for each’of our calling plans, detailing the plan's rates, monthly fees, and other
terms.You can find the ATET Service Guides ‘online ar www.att comiservicegyidelhome ne later than July 9,2001, or write to
us at AT&T, PO, Box ‘944050, Maitdand, FL 327944050, to request specific Service Guides. You must include your telephone
number, the name of your local phone’company, and the name and billing address {including ZIP code) that appears on your
bill. You ‘can also requésta written copy of the Sefvic_e Guides that apply to the products and services that you are enrofled

in by calling | 888 288-4099.*

Q: What are your most popular fong distance plans?

Az Customers choose a basic rate plan or one of cur calling plans for their state-to-state and internationat calls from home.
Basic plan calls generally have higher per-minute rates but have no monthly plan charges. Most calling plans have a lower
per-minute rate but charge 2 monthly fee or minimum, As examples, the following rates were in effect as of April 1,72001:
AT3T One Rate® T¢ Plan offers a rate of 7¢ per minute for state-to-saate calling from home with a monthly fee of $5.95.
For state-to-state calls away from home, customiers can obtain the ATET Calling Card and pay only 25¢ per minute with a

$1 monthly fee if they select the AT&T One Rate® Cailing Card Plan. ¥ they choose not to sign up for this card plan, rates
will range up to 89¢ per minute plus applicable service charges. Generally, consumers <an save with:our calling plans if-they -
make a ot of long. distance calls. You Gan; check a recent phone:bill 1o determing # you're.on one of our calling ‘plans and the

" rates you are paying. - L

Q: Doesthe FCC ruling cover in-state services?

A No. Each stare’s laws and public utility or public service commission rufes govern in-state telecommunications seryices.
They are not affected by the FCC proceedings. In-state services will continue to be provided pursuant to $tate tariffs, where
applicable. ' I _

Q: What types of _state~t¢>_-stﬁt:_e and international long distance calls does the AT&T Consumer Services

Agreement cover? S :
Az The Agreement will apply to nearly all types of state-to-state and international leng distance calls. These include AT&T

Consumer Long Distance, AT&T Calling Card, ATET Easy Reach 800 calls; ATAT collect, person-to-person, billed-to-third-

party, and other operatorassisted calls; commercial eredit card calls, and your local exchange company calling card calls

placed over the AT&T Nerwork. Calls made by dialing 10-10-345 will not be covered by this Agreemest.

Q: Is there anything in this Agreement that is different from the terms and conditions filed with the FCC?

A Yes. There are two notable changes in particufar: ' '
(1) Binding arbitration. Any disputes that may arise between AT&T and customers that cannot be resolved informaily
must now be resoived through binding arbitration (or thraugh small claims court, if you choose). In arbitration, disputes
must be decided by an objective third party rather than a jury. Arbitration is a quicker and more convenient way o sertle

disputes without the hassie and cost of a court case. It’s in addition to the remedies consumers have through federal and
L .

STATE agencies. -« B s . .
(2) Modfication of price increases. Effective August 1, 2001 AT&T will notify you of price increases for direct-dialed long
distance cails from home that are covered under your AT&T calling plans. We will also nodfy you of price increases for state-
to-state cafls made under the basic schedule calfing plans. This information will also be avaiable in a recorded announcement
on our toll-free number, | 888 288-4099 * Announcements will be updated with future price increase informartion on the
first and the fifteenth day of each month. In addition, all price increases for AT&T state-to-state and international consumer

calling services will be posted on our Web site, www.qtt comiserviceguidelflome, before the increases £ into effect.

*Customers outside the US. call: 1 877 2884725,
TTY for customers with hearingfspeach dissbilices: 1 800 833.3232

@ 2001 ATET. All Rights Reserved, @ Printed on recycied paper, oL
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State of Wisconsin
Scott McCallum, Governor

Department of Agriculture, Trade and Consumer Protection
James E. Harsdorf, Secretary

August 10, 2001

Re: Telecommunication Service Provider’s Consumer Services Agreements
and Compliance with Wisconsin Law

Dear

Asyou know, as of August 1, 2001, domestic long-distance communication providers no longer
file rates with the FCC. We have reviewed several consumer services agreements being sent by
telecommunications service providers to Wisconsin consumers, and noticed a number of
potential violations of Wisconsin telecommunications law. We would like to take this
opportunity to review some aspects of Wisconsin law with which you and all other
telecommunications service providers will need to comply when providing service to Wisconsin
CONSUMErs.

First, Wisconsin law govems all agreements between individual Wisconsin consumers and
_'-teleconnnumcatmns provzders Thzs includes private rcmedles avaﬁable to consumers under
Wisconsin law.’ ' - x

Second, telecommunication providers must give consumers 25 to 90 days notice prior to any rate
changes or other material changes to the subscription agreement. The provider may give the
notice as part of the regular billing statement, but the disclosure must be made in writing and
delivered to the individual consumer in a format that can readily be stored by the consumer.
Broadcast listing of rate changes on the Internet or in newspapers does not constitute delivery to
the consumer.

Unfortunately, we are concerned that agreements being sent to Wisconsin consumers do not
comply with Wisconsin law. For example, in many of the agreements:

» The telecommunication service provider does not meet notice requirements for changés in
the subscription agreement.

¢ The provider i1s giving notice solely through posting on a web site — in Wisconsin, notice
must be directly delivered to the consumer.

2811 Agriculture Drive « PO Box 8911 » Madison, WI 33708-8911 « 608-224-5012 » Wisconsin.gov
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e The prqvidér is only giving 15 days prior notice of rate changes - in Wisconsin, the notice
. must be delivered within 25 to 90 days prior to the change.

s The prb’videf is s-taﬁng that the laws of New York apply to the agreement — in Wisconsin, the
law of Wisconsin applies to agreements with Wisconsin consumers.

e The provider is limiting the consumer’s complaint rights - In Wisconsin the consumer has
the right to file a claim in circuit court, individually or as a class, with a claim for double
damages and reasonable attomeys fees and this nght cannot be abrogated by the arbitration
_re.quarement 1n an agreement .

Piease understand this let’ter does not constitute rcvmw of any specific consumer service
agreement. Instead; we strongly encourage you to review your entire agreement in light of
Wisconsin law, specxﬁcaliy §§ 100.18, 100.20, and 100.207, and ch. ATCP 123, Wis. Adm.
Code, to ensure you are complying with all applicable provisions prior to August 1, 2001.

If you are sending out non-complying agreements to Wisconsin consumers, we request that you
provide us with the corrective actions you are taking at the earliest possible opportunity.

Finaliy, IWént td make you aware'éf .a July 11, 2001 decision of the Wisconsin Supreme Court
inBaierlv. McTaggert, 238 Wis, Zd 555,618 N W. 2d 754, in which the Supreme Court held

lease agreement included prohibited terms under Wisconsin law. Webelieve the Supreme -
Court’s holding is directly applicable to potential disputes between a telecommunications service
provider and its Wisconsin telecommunications customers.

Sin¢§:rei Y,

% ) * / [ .
William L. Oemichen, Administrator
Division of Trade and Consumer Protection

. that a landlord’s lease agréement with a tenant. could not be enforced by the landlord because the ;
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SUMMARY OF 1993 WISCONSIN ACT 496

1993 Wisconsin Act 496 partally deregulated telecommunications utilities in Wisconsin., Former
Govemnor Tommy G. Thompson signed this Act into law on July 5, 1994, Act 496 was intended to -~
implement five recomimendadons of the Governor's Blue Ribbon Telecommunications Infrastructure
Task Force, which metin 1993, These recﬁdmer&_dadoms include establishing a new regujatagy model
for telecommunications utilities to manage the transifion to a-competitive telecommunications
marketplace while assuring that all Wisconsin residents continue to have access to affordable, high
quality telecommunications services. The recommendations also include the funding of projects that
demonstrate or use advanced telecommunications technologies and for related training.

The Act supports increased competition among telecommunications providers, including traditional
utilitles and, as a balance, sets the stage for the further relazation ‘of the PSC regulation of -
telecommunications utilities. Wis. Stat. 5. 196.03(6) determines that reasonably adequate service and”
reasonable and just rates include: : SR R o '

1. - Promotion and reservation of competition consistent with consumer protection laws

2. Prometion of consumer choice _ )

3. Positive impact on the quality of life including privacy considerations

4. Promotion of universal service '

5. Promodon of economic developmient including telecommunicadons infrastructure
deployment = . . _

6. Promotion of efficiency and productivity

7.

Promotion of telecommunications services in geographical areas with diverse income or
zacial populaions | |

ese goals reflect competing inferests that must be balanced by the commission "~

The Act contained specific sirategies or initiatives to address issues related to the public interest goals:
1. Prce Regulation
2. Universal Service L
3. ‘Consumer Protection
4. Pdvacy - .
5. Long Distance Competition
6. Nonexclusive Franchise
5
8
9
1

Interconnection and Unbundling
Access Service Rates

. Incentive Regulaton

0. New Services



Specific Strategies to meet the Public Interest

1. Price Regulatzon Local exchange telecommunications utlities, { LECs) were allowed 1o elect
price- regumtzon Regulzuon w ould shift from earnings and rate setting to price caps or limits
on prices for basic service. Medium and small companies could also elect alternative
regulamon .

Basic local residential and small business rates must be reduced and frozen for 3 yeaz:s
b. Increases in long distance and basic rates are subject to a price cap formula lumt:mg th
average increase to the rate of inflation less 2 2-3% productivity offset.
c. Ad]ustments to the productivity offset will be rrade to penalize a company for poor
service and to reward a company for mfrassrucmre nvestment. o
d. Price regulated companies must submit an infrastructure plan for deployment of ﬁbez«
optic facilities or broad-band capabilities to schools, libraries, technical colleges, B}
hospitals, coﬁages and universities. :

o

"{Emversal Semce The Act czeated a Universal Service Fuad that promdexs contx:zbute toin
propottion to gross revenues from intrastate telecommunications services. The Fond is
distributed at the direction of the PSC, with advice from the Universal Service Fund Council
Beneficiaries of the fund include:

a. High-cost providers of telecommunications services;

b. Low-income customers;

¢. Disabled customers. :

d. Educational, library, and health care information services.

3. Consumer Protection. The Act addressed new consumer pmtections mncluding:
2. Prohibiting deceptive advers:xsmg of teieccmmumcaﬁona services and hmung sales and
= bill collection pmctlcas, B : '
" b." Establishing thatitis an unfair z:rade pracnce for a persf}n 1o prcmde an}r
telecommunications service which the person ‘has the ability to withhold,;
c. Untl June 30, 1996, the DOJ was authodized a 9ro;ect attorney posmon o provzde
“telecommunications specialist services” R
d. Unt:l]une 30, 1999 the DOJ was authorized to apgeax bt:;.om the PSC on -
telecommunications matters on constumer grotectmn and antitrust.
e. Until ]une: 30, 1999 the DOJ was authorized a project attorney posmon for
“telecommunications advocate semces” to suppott PSC intervention.
f. The PSC was required to compensate consumer representaaves under the umhty
intervener financing law for reasonable costs of participating in PSC hearings on
suspensmn of basic service price regulations, or prohibition on local measyred service. .

4. Privacy. The Act required a provider of a new telecommunications service to address privacy
considerations before introducing that service, created a Telecommunications Privacy Council
to advise the PSC, and directed the PSC to consider privacy as part of the “public interest.”
The Act 2lso:

a. Prohibited the disclosure of inlisted numbers obtzmed via caller ID _
b. Directed DOA to set rules governing surveillance by a state agency of its employ ees, '
c. Prohibited fraudulent manipulation of computer data;
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10.

o mterconnﬂctzon ané unbundhng; and quahty of ?aas&c Iocai semces

Access Semce Rates. 'Ihe Act reduced I.EC'S mmasate access rates for utxktzes sub]ect to

d. Increased pena}tms for stalking and harassment aided by access to an electronic record
containing a victim's personally identifiable informarion;

e. [Established that phammcssts records are sub}ect to the state's pauent heaith care
recozrds Iaw.

Long Distance Competition. The Act auhorized
intrastate long distance services subject to PSC- appro val.+

ntech and G’I‘E to pmwde mteﬂata

Nonexclusive anchisa. The Act removed the mono;;{)ly status of Amertech and GTE, |
allowing other providers, such as cable companies, to provide basic local services. The
franchise for a small or medium telecommunications utﬂzty may not be taken away unless the
ui}llty consents or spec:ml condmoas are met. : '

Intexconnecnon ané Unbundhng The Act reqmzed LECS to mtezconnect wzrh other
comgeﬁtars anci to unbundie access and resxéentm} and busmess sexvlces

price regulatzon and large udhities subject to incentive regulauons
Incentive Regulation. The Act’ dxzected the PSC to develo;a akemauve tegulaﬁons that A :
provided incentives to utilities to promote compeuaon, mfzastxuctm:e deployment, econonuc SRR

developmenz, consumer choice, and universal service.

New Services. 'ﬁxe Act limited PSC review of new telecommunications services to: cmss«
sz:xbm&es, pnvacy guldeknes, consumer protection issues. enfozced by the PSC mcludmg
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Wisconsin Legislative Council Staff _ July 11,1994

Information Memorandum 94-27*%

NEW LAW PARTIALLY DEREGULATING TELECOMMUNICATIONS UTILITIES
(1993 WISCONSIN ACT 496)

INTRODUCTION

~This Information Memorandum summarizes the major provisions in 1993 Wisconsin Act 496,
an Act relatmg to telecommunications and the regulation of telecommunications utilities. This Act was .
signed into law on July 5, 1994 by Governor Tommy G. Thompson and is scheduled to be published on
July 19, 1994. In general, the provisions in the Act take effect on September 1, 1994,

Copies of Act 496 may be obtained by written request or in person from the Documents Room,
Lower Level, One East Main Street, Madison, Wisconsin 53702; or by telephone: {608) 266-2400.

A detailed description of all the provisions in the Act is provided in a Legislative Fiscal Burean
memorandum to Members, Wisconsin Legislature, from Bob Lang, Director, /1993 Wisconsin Act 496:
Regulazw‘y Changes Aﬁectmg Tefecommumcarzons, dated }uiy 8 1994

'}I‘ius Infonnataon Memomndum summarizes the major prov;smns in the Act reiatmg to the :
followmg subjects:

Page
L Price REGUIAHON ..._.....ccoiriiriirsceie e s sas s ses e ses e sr sttt et 3
2. UNIVEISAl SEIVICE . iiiiiorierieereens e st sesesssassssesssas s sttt eere s ssnseeens 4
3. Retraining PrOGIAM . . ..o coirercerisirs s esctseesssens e es st oa et eeseesesssaesreone 5
4. Wisconsin Advanced Telecommunications Foundation .. 5
5. Consumer Protection 5

..................................................................................................................

* This Information Memorandum was prepared by John Stolzenberg, Staff Scientist, Legislative
Council Staff.



6. CrosS-SUDSIAIES |, . .. .oooieeieeeceeeee e et es e e ee ettt 6
T PLVACY | ottt sttt bbb ettt on s s et e seee e ee e e e emses s 6
8. Local Measured SEIVICE ... ..........coivveceeeeeeces e ssennsscosscsestes e e ses s eeeses e s seseeens 6
9. Telecomnmunications CAITIETS, .............c..ccovevurmceuerisenseneresssessesesemtesseessoseeseesssees s s sesssssans 7
10. Long Distance COMPELON............co...cooviiverrereriieetses e eerssse s st ssssesesoesss e eeeeres e 7

...........................................................................................................

11. Nonexclusive Franchise 7

12, Interconnection and UnbUnding _._............coooocroooromoroesesesesscsssosseesenss ]

. 13 A§c¢és_'-_Servic_e Re_l-tas"..; ......... ettt 7
14 Incentwe S T S 7
15, NEW SCIVICES, .. .....eiviesiecitessssseseses s s bbbttt eeeeae e eenrs e s se e ss e e 7
16. Reports on Investments and Public Interest Goals ..o, 7

HIGHLIGH TS

Telecommumcaaoas Infrastructure Task Force. These recommendations relate to establishing a new
regulatory model for telecommunications utilities to manage the transition from telecommunications
services being provided only by utilities to a competitive telecommunications marketplace while
assuring that ‘all . ‘Wisconsin residents continue ‘to have access to affordable, high quality -
telecommunications services. The recomendauens also call for the funding of projects that
demonstrate or use advanced telecommunications tcchnologies and for related user training.

The Public Service Comumission (PSC) presently regulates various types of telecommunications
utilities differently, depending upon the competition to which the utilities are subject. The Act
facilitates increased competition among telecommunications providers (utilities and other persons who
provide telecommunications services) and provides for the further relaxation of the regulation of
telecommunications utilities, especially for those utilities that provide local services; i.e., local
exchange telecommunications utilities such as Ameritech Wisconsin and GTE North (hereafter,
“Ameritech” and “GTE").

Page 2 Wisconsin Legislative Council Staff
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The major provisions of Act 496 do the following:

1. Price Regulation. l.ocal exchange telecommunications utilities are authorized to elect to
become price-regulated utilities, under which the focus of regulation shifts from the allowable earnings
of the utility and the ‘setting of rates designed to allow those ea.rmngs to a cap on prices for basic
services offered by the utility and no regulation of the earnings. [A small- or medium-sized
telecommunications utility, i.e., any utility other than Ameritech or GTE making the election may also
file a company-specific price regulation and investment plan subject to PSC approval in lieu of electing
to be subject to the statutory requirements described below.] The Act’s regulations, applicable to basic
local and long distance services other than access services (i.e., services that provide access to a utility’s
local exchange network to enable another utility or provider to originate or complete a long distance.
call or other service) include:

. Base rates. ‘Limiting, in general, the rates specified under the initial election to the rates in -
effect ‘on the ‘December 31 immediately preceding the utihtys election to be price-regulated. If -

Ameritech eiects to become pnce«regu}ated it must also reduce its fixed, base rates for basic Iocal =

residential and single business line service by 10%. [According to Ameritech, these 10% reductions
result in an annual reduction of $9,000,000 in residential rates and $5,000,000 in single business line
rates,]

b. Rate freeze. Freezing increases in the rates of basic local residential service and basic local
small business service (for small businesses with no more than three access lines) for three years after
the utility elects to become price-regulated.

c. Cap on rate increases. Capping increases in basic long distance rates and, after the three-

year freeze, basic local residential and small business rates, identified above, in gener&l accordmg to X
o tha foﬁowmg fomnula (for Amentech the productmty offset 13 3%) . :

Change in Ravenue Must Be Less  Most Recent Annual Minus 2%

Weighted Price Than Change in Gross
- Indices for Price Domestic Product
Reguiated Services Price Index
[A measure of cornbined {A measure of inflation] {An offset for gains in
increases and decreases in productivity}
affected rates]

In general, the PSC’s jurisdiction over the prices or terms and conditions of other services,
including new telecommunications services, offered by a price-regulated telecommunications utility is
limited to administering requirements relating to cross-subsidies, contracts, discontinuation of services,
consumer protection enforced by the PSC and privacy.

d. Productivity offset adjustments. Directing the PSC to create by rule both a penalty
mechanism, up to 1% increase in the productivity offset, for inadequate service and an incentive
mechanism, up to 1% decrease in the productivity offset, to encourage infrastructure investment. For

Information Memorandum 94-27 | Fage 3



Ameritech, the penalty and incentive mechamsms are both up to 2%. After July 1, 2000, the PSC may,
by rule, adjust the productivity offset by a maximum of 1% every three years to reflect any statewide
changes in the productivity experience of the teiecommumcatzons industry.

e Im»estment commdments. Reqmr;ng a pnce—regulaied utility to file with the PSC within 60
days of its eiectxon a plan ouﬂzmng its commitment, including target dates, to invest in
telecommumcatmns infrastructure improvements in Wisconsin over a period of not less than six years.
This pian must include a description of the planned deployment of fiber-optic facilities or broad-band
capabilities to schools, libraries, technical colleges, hospitals and colleges and universities in this state.
If the utility is Ameritech, the plan must specify a level of pianned investment of at least $700,000,000
within the ﬁrst five years of the plan The PSC may rescind a utﬂny s price regulation election if the
utility fails to file its investment commitment plan or the plan fails to include the required information.
A pnce»reguiated utility must file with the PSC an annual investment ‘progress report on its filed plan.

The PSC must consider the’ utilxty s progress in meetmg its investment commitments when adjusting the: . -
productmty offset in the price cap formula for penait;es and rewards described above. - Also, within the -

first two years after a unhty elects price raguiatlon the PSC may reduce: the rates charged by the ui:zliry'

for price- reguiated basic services by a ' maximum of 2% if the utility does not file the required progress. e
'rcports files. an mcomplete progress report, or speciﬁes acmal or. planned investments that do.not . -

adequately provide. for the deployment of advanced teiecommumca,tions technologies or meet other
specaﬁed conditions. :

f. Alternative rate increases and rate structures. In lieu of the above requirements on rates,
authorizing a price-regulated utility. to alter its rate structure or increase rates for basic local or long . -
distance services anytime three years or later after electing price reguiation The PSC may review and
approve, medzfy or re_}ect these alternatives based on spemﬁed cons;demtions

' fme mgulatwn review. Tt Amemtech or G’I’E e}ﬁct 0] beceme pnce reguiated by December:

o 33 | 1997,-d1mct1n0 the PSC to hold a hearing, started between February 1 and 15, 1999, to determine by~

June 30, 1999 whether the PSC should suspend one or more of the above basic service price regulat;ons
or approve an alternative regulatory method for the utility. The PSC may also suspend all of the price
regulation prowsxons descnbed above under the pamai deregulauon or mcen’twe regulation pr{)vas;ons -
mtheAcf S - : - : L

2. Unwersal Service. Thﬁ Act’ creates a Umversai Servwe Fund that in gene:mi all _
telecemmumca&ens providers are requzrad to contribute to in proportion to their gross revenues from
intrastate telecommunications services. Moneys in the Fund shall be used at the direction of the PSC,
with the advice of the new Universal Service Fund Council, to: (a) assist in the statewide provision at
affordable prices of specified essential telecornmunications services for areas with relatively high costs
of telecommunications services, 1ow—mcome customers and disabled customers and of advanced
service capabihtles, and (b) promote statewide affordable access to high-quality education, library and
health care information services. Essential services must include single-party service with “touch-tone”
capability, line quality capable of carrying facsimile and data transmissions, “equal access,” emergency
service number capability, a statewide telecommunications relay service and blocking of long distance
service.

3. Refraining Program. The Act creates a telecommunications retraining program,
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administered by the Technical College System Board at the direction of the new Telecommunications
Retraining Board, that provides up to $2,500 per worker for specified displaced telecommunications
industry workers employed by companies contributing to the program. This program is initially funded
by a consortium of Ameritech, AT&T Cornmumcatmns of Wisconsin (“AT&T”) and GTE that will
contribute $3,000,000 over three years and up to an additional $1,000,000, if needed. The program
sunsets June 30, 1999

4. Wzsconsm Advanced Telecommunications Foundation. The Act authorizes state
participation at the direction of the Governor in the Wisconsin Advanced Telecommunications
Foundation, a nonproﬁt cerporanon that is to be organized and operated jointly by the state and
telecommncanons provaders subject to the Governor being authorized to appoint, with the advice and
consent of the Senate, the majority of the Foundation's du"ectors The Foundation must create an
endowment fund and establish a business plan that anticipates capitalizing the fund with $25,500,000
from the state and telecommunications: providers within seven years after the Foundation is organized. .-
The: Act’ appropnates to the endowment fund $500, {300 gt:nerai purpose revenue (GPR) in fiscal year
199495, “subject to the endowment fund receiving a direct match of at least $1,000,000 from
telecommumcatmns prowders ‘This one-time appropnatxon sunsets on June 30, 1995. The Foundation -
must ‘also establish a second fund, the “fast start fund;”? to which telecommunications provxdﬁrs must .
cantmbute at least $5,000,000 by January 1, 1997 ‘(of which at least $1,500,000 must be direct
contributions). The Foundation must also attempt to raise before January 1, 2002 at least $10,000,000
in direct -or -in-kind contributions to its endowment or fast start funds from persons other than
telecommunications providers. Earnings from the Foundation's endowment fund and resources in the
fast start fund may be used to fund specified advanced telecommunications application projects and
consumer education on advanced telecommunications services. The Foundation must give priority to
funding applications from local units of government, educational institutions and libraries with
additional priority for school dlStriCtS w1t§1 beiaw average allowable Tevenues or revenue mcreases
. '._.f.nnder applxcabie-étate revenuc caps e L S R -

' 5 Consumer Pratectwn The Act creates new consumer protecuons mcludmg

a. Prohzbzz‘zons ‘Prohibiting deceptive advertising of teleccmmumcatmns services and hlmtmg -
telecommumcaﬁsps services sales and bill collection practices;

b. Unfazr tmde practice. Establishing that it is an unfair trade practice for a person to provide
any service {mcludmg a telecommunications service) which the person has the ability to withhold, that
facilitates an unfair trade practice or method of competition;

c. Telecommunications specialist. Between August 1, 1994 and June 30, 1996, authorizing a
1.0 program revenue (PR) project attorney position in the Department of Justice (DOJ) to provide
“telecommunications specialist services,” funded by an assessment paid by telecommunications utilities
and carriers;

d. Attorney General’s power and telecommunications advocate. Between October 1, 1996
and June 30, 1999:
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) :;;'-Tclecommumcatx_cns anacy Counc;
-+ of its determination. of the :“‘public interest.

(1) Authorizing the Attorney General, on his or her own initiative, to appear before the
PSC on telecommunications matters relating to consumer protection and antitrust.
[This authority is in addition to the authority of any person, including the Attorney
General, to participate in PSC rule-making proceedings.] If acting under this authority,
the Attorney General has the rights accorded a party before the PSC in its proceedings
but may not appeal as a party a decision of the PSC to the cm:mt court,

@ Aﬁthomzmg a 1.0 PR project attorney position in the DOJ to provide
te}ecomumcatlons advocate services” under the power cited in the preceding point,
funded byan assessment paid by teiecomumcahons utiimes and carriers.

e, Intervenor compensazwn Dlrectmg the PSC to compensate any consumer group or
rcpresentatwe under the public utility intervenor financing law for all reasonable costs of participating
-in a PSC hearing on suspa:ﬁ{img (1) one or more of the bamc service price regulations, as discussed
:_above in: 1tem i g or (2) the proh1b1t10ﬂ on lacal measuz’ed semces descr}bed bﬁlow in 1tem 8.

6 C’mss-Subszdzes Thf: Act ﬁxpands current protecﬂens agamst cross~sub31dles betwe@n a.
.telecommumcatmns umhtys regulated and. nonreguiat@d services, ‘including requiring: - (a)- utility
information 3 services that compete with newspapers or radio- or television stations to be ‘provided
through an eiﬁctromc publishing subsidiary or affiliate; and (b) al] telecommunications services priced
to exceed their total service long-run incremental cost.

7. Pri vacg The Act expands the applicability of the PSC's forthcormn g privacy guidelines to
apply to telecommunications services offered by all telecommunications prevzders rather than to
telecommunications utilities only, requlres a telecommunications provider introducing a new
teiecommumeamons service to address pmvacy considerations before introducing that service, createsa
ise the PSC; and directs the PSC to consider privacy. aspart .

commercial gain and other spemﬁed uses of unlisted tﬁlephone numbers obtained via caller iD; ()
directs the Department of Administration to establish standards by rule governing the presently
authorized ‘surveillance by a state agency . of the” agency's empleyes {¢) prohibits. fraudulent

: e;Act also: (@) prohibits the: redisclosure for

mampuiauon of computer data; (d) i increases’ the penalties for stalkng and specified harassment thatis =

facilitated by ‘the intentional access to an electronic record containing personaﬁy 1dent1ﬁabie_ _
information ‘about the victim; and (¢) estabhshes that pha:fmacasts records are sub;act to the state’s
patient health care records law.

8. Local Measured Service. The Act prohibits Ameritech and GTE, in general, from charging
exclusively for basic local residential service, other than extended community calling, based on the
duration of the call or on the time of day a call is made. Following a contested case hearing, the PSC
may suspend this prohibition for a particular geographic area if necessary to make competition practical
and beneficial to residential customers in general and disabled and elderly customers in particular.

9. Telecommunications Carriers. The Act creates a new category of telecommunications
provider, “telecommunications carrier,” for facilities-based long distance companies (presently, AT&T,
MCI and Sprint} and, in general, exempts these carriers from regulation by the PSC.
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10. Long Distance Competition. The Act authorizes Ameritech and GTE to provide interlata
intrastate long distance services in competition with telecommunications carriers, subject to PSC
approval under specified conditions and federal court approval or congressional authorization.

11. Nonexclusive Franchise. The Act removes the exclusive franchise, or monopoly status, of
Ameritech. and GTE, thus allowing other telecommunications providers, such as cable television
companies, to provide competing baszc local services. In general, the exclusive franchise for a small or
medium telecommunications utility (i.., any utility other than Ameritech or GTE) may not be revoked
unless the unhty consents or specified conditions are met. :

12 Intercgnnecaon and Unbundlmg The Act requires local exchange telecommunications
utilities to interconnect with other persons, including competitors, and to provide access and basic local
residential ‘and buszness services on an “unbundled” basis (i.e., to separate these services into their
components.so that a customer, including a competitor, may purchase from a utility only the desired

components) to the same ‘extent: reqmrcd by the Federal Communications Commission; and authorizes- K

: "the PSC to reqmre addltwnai mterconﬁaction or unbundlmg

13 Access Servwe Rates. The Act reduces 19(:3} exchange teiecommumcanons utilities’
mtrastate access service: rates for utilities subject to pnce r&gu}atlons or large utilities (Ameritech or
GTE) subject toincentive regulations.

14. Incentive Regulation. The Act directs the PSC to regulate all telecommunications utilities
with the goal of developing altemanvc forms of regulation that provide incentives to the utility to
achieve goals specified by the PSC, which may include the promotion of competition, mfrastructure
deployment, economic dﬁvelepment consumer choice and universal service.

subsidies; privacy guidelines applicable to telecommunications services; reqmrements relating to
consumer protection enforced by the PSC, including requirements related to service offerings to other
teiecommumcatmns prowders such as mtercnnnectmn and unbundhng, and to conszderatmn of adverse'._
effects: cm the quahtv of ‘i:aasm 10{:&1 services. - L

16 Regaﬂs on’ Investments and_Public Inrgrest Goals The Act directs the PSC bafore
January 1, 1996, and biennially thereafter, to report to the Legislature's Joint Committee on Information
Policy on the status of investments in advanced telecommunications infrastructure in Wisconsin,
including progress made on distant learning; interconnection of libraries; access to health care;
education, health care and emp}oyment opportumnes for the disabled and other persons in the home;
and “integrated services digital network” deployment. The PSC must also include in its annual report
on the Universal Service Fund to the Joint Committee on Information Policy an assessment of how
successful advanced telecommunications infrastructure investments identified in the above report,
Universal Service Fund and Wisconsin Advanced Telecommunications Foundation assistance and price
and other incentive regulations promoting competition have been in advancing specified public interest
goals. These goals include the impact on quality of life and promotion of competition, consumer
choice, universal service, economic development, efficiency and productivity and telecommunications

Information Memorandim 94-27 Page 7

e "_;1;15 New Serif:ces. The: Aci Timits: PSC review of niew or. expanded. telecammumcanonsf L
o ;;servaces offered by a teiecemmumcauons utility after December 31, 1993 to limitations .on u’ahty cross--



services in geographical areas with diverse income or racial populations.

JES:all:las;kja
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