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In December of last year Senator Chvala asked me to chair a Senate Task Force
on Telecommunications Issues. I set an ambitious timetable of four meetings and told the
task force I intended to have a bill on'the Senate floor in March. Senate Bill 451
responds to various recommendanons made to me as chair of the Senate Task Force on
Telecc)mmumcatmns Issues. The bill remains consistent to the intentions of Act 496, the

- goals of a de-regulated competitive telecommunications industry and the principles 1

- established-at the onset of the task force meetings: increased consumer competition and
consumer choice, lower cost of telecommunications services, ensuring service quahty and
giving consumers meamngful remedies for abuses and poor service.

The substitute amendment to Sepate Bill 451 which I have put before you sets
forth aggressive but fair steps designed to encourage a fair, competitive marketplace that
- gives all Wisconsin citizens choice for telecommunication services. It keeps faith with
- the citizens-who expect a telecommunication public policy that advantages the consumer
- and estabhshes high expectatlons for the Creation of a competxtwe market place
_ throughout the State : ' - : :

I have passed out a longer outline of Senate Bill 451, but here are the major
points:

1. The bill permits deregulation of small business lines served by Ameritech and
Verizon to further advance competition and choice in the business market, while -
at the same time prov1d1n g ddequate safeguards to protect the operators of small
busmesses from predatory pricing.

2. The bill gives the PSC three months to promulgate meaningful wholesale service
standards and remedies applicable to all incumbent local exchange carriers, with
the goal of opening up the “last mile” to meaningful competition. While the
standards would apply to all ILECs, the bill combines flexibility with parity by

- permitting the PSC to exempt individual ILECs if doing so is in the public
interest.

3. The bill creates meaningful retail service standards and credits to protect
Ameritech consumers from a repeat of the retail service quality meltdowns the
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company experienced during the summer of 2000 - which was itself a repeat, on a
greater scale, of a similar meltdown in 1995.

4. The bill provides for a Rural Telecommunications Investment Plan, which will
promote competition and the deployment of advanced services in rural areas by
giving small, rural telephone companies additional financial flexibility to start
competitive telephone or cable television ventures, while at the same time
opening up their own territory to competition.

5. Telecommunications continues to be the number one source of complaints to
DATCP. This bill incorporates the consumer protection provisions of AB 818,
introduced by Representative Jon Richards and cosponsored by me. Rep.
Richards and I worked with the Department of Agriculture, Trade and Consumer
Protection for over one year to develop this package of curbs on slamming and
cramming practices committed by bad actors in the telecommunications industry.

Senate Bill 451 establishes procedures to hold large telecommunications
providers accountable to meet both retail and wholesale service standards. The purpose
is not to reinvent regulation but rather to maintain a vigorous regulatory presence to
protect consumers and competitive telecommunications companies in the absence of true
competition. The proposal recognizes that true parity cannot be expected because of the
massive differences in economies of scale between existing large monopolies and
developing competitive telephone service providers. This proposal recognizes that the
existing law has not fulfilled the promise of competition in Wisconsin and there must be
carefully designed incentives and penalties to make sure that the promise of competition
is met to residents as well as businesses, to the distant roral customer as well as to the

_suburban or urban customer.

It is not acceptable when only 8% of the residential customers are offered any
choice. It is not acceptable that 70% of the business customers are deprived real choice to
lower their operating costs and improve efficiency in their business.

In reaching my conclusions to offer this bill, T have listened carefully to concerns
expressed the industry. Thave read their suggestions, compared ideas with other State
laws and have attempted to craft solutions that will improve the behavior of the industry
and dramatically improve the competitive marketplace for choice for consumers.

These recommendations reflect the public interest but are not crafted to punish
any one telecommunications provider. My purpose is to recommend a proposal that will
facilitate accelerated competitive activity with minimum state interference throughout
Wisconsin. There is no simple single bullet theory that will create competition. For
competition to exist we will need a removal of statutory barriers, the elimination of
procedural barriers that restrict open choice and the introduction of stimulus to encourage
companies to change their behavior to accelerate competition. We can model our
legislation upon the successful initiatives in other States and we can be creative in
molding our own solutions to make this law work better.




OUTLINE OF LRB s0339/1 (SUB AMENDMENT TO SB 451)

The substitute amendment to SB 451 accomplishes the following goals:

L

Deregulation of small business lines (Sections 15 and 16 of the sub)

In general under current law, business lines serviced by price-capped
telecommunications utilities (Ameritech and Verizon) are not subject to price
caps like residential lines are. This is not true of businesses with three or
fewer lines. This contmumg regulation of small business lines is a pre- Act
496 anachronism. As a member of the Senate Task Force on
Telecommunications Issues, Ameritech has asked that these lines be
deregulated, and 1 agree wxih them - if we provide adequate safeguards for

;_smaﬂ busmesses

'. Under thzs pian boih Amemech and Vertzen can petition the PSC to lift the

pnce caps on three and fewer lines in speczflc geographlc areas, if those

- companies can prove that effective competition exists in those markets for

those lines. ‘We should not throw small businesses to the wolves by simply
aliowmg these companies to raise prices without first ensuring that some
minimum degree of effective competition exists. In addition, to spur the
maximum development of competition for these small business lines, we
require that a company petitioning the PSC for relief from the price caps must
give its. small business customers one year to get out from under long-term,
anti-competitive contracts. By requiring such as waiver as part of a voluntary

~petition we avozd ‘any potentlal 1mpazrment of contract Jssues under the {E S.
: '_':Ccnstzmtmn : SRR DI

Wholesaic Service Quahty Standards (Sections 31 and 32 of the sub)

; Meamﬁgfui and effecnve whoiesale servxce quakty standards are key to

bringing ¢ competﬁxon and cost-saving choices to Wisconsin consumers. The
goal should be'to achieve the same degree of seamless integration and ease of

* consumer movement in the local telephone market as is currently experienced

in the long-distance market. No one can plausibly suggest that we have
achieved that yet. Therefore, the long-term goal should be that it is just as
easy to switch from CLEC to CLEC or from CLEC back to ILEC as it should
be to switch from a large ILEC to a CLEC.

Given that, it makes sense to address the issue of wholesale service quality
standards and remedies for telecommunications utilities or ILECs. These are
the only companies that provide any meaningful level of wholesale
telecommunications service in Wisconsin -- they are the companies that own
the crucial “last mile” of wire to the consumer’s home. No one has presented
me with any evidence that wholesale service quality problems exist with
telephone providers other than the state’s largest companies. Please resist



HIL

empty arguments for so-called “parity” on this issue, designed to apply
wholesale standards and remedies small competitive telephone providers or
CLECs. These arguments are only designed to retard competition by
burdening small competitive telephone providers with a completely
unnecessary degree of reguiatlon This bill provides parity with flexibility, by
applying wholesale service standards and penalnes to all ILECs but permitting
the PSC to exempt individual ILECs if doing so is in the public interest.

By adopting meaningful wholesale service quality standards and remedies for
the state’s incumbent telephone utilities, a degree of true parity should be
achieved across the industry to achieve the desired degree of seamless
integration and ease of consumer movement.

Retail Service Quality Standards and Credits (Sections 17 through 25)

When it comes to retail service quality, Ameritech stands out in a number of
respects. The company’s history of retail service quality problems is entirely
unique, and there is evidence to believe it is a problem of a cyclical nature.
The problems we saw in the year 2000 were similar to the problems we saw in
1995 — and so were the excuses offered by Ameritech. In some cases, the
excuses we heard in 2000 were identical to what we heard in 1995. While it is
true that Ameritech has made some recent and significant improvements in
retail service quality, it is also true that for the first six months of 2001,
complaints to the PSC about Ameritech actually exceeded the number of
compiaints for the first six months of 2000 — by 27%! Keep in mind that this
increase occurred months after Amerttech s serv;ce qualzt;y meltdown durmg _

s 'the summer of 2000.

While Ameritech should not be punished for past mistakes — or for mistakes it
might make in the future — it would be grossly imprudent given the company’s
repeated history of service quality problems not to grant some limited
protecﬂon to the Ameritech consumer over and above what exists now.

It rnust also be r@cogmzed that Amentech is, in many respects, a 3ar'gely

unregulated and de facto monopoly, at least in the residential service market.
(Out of total revenues of about $1.4 billion, only about $250 million of the
companies revenue comes from regulated, price-capped services.) Therefore,
it makes sense to consider an approach that phases out standards and penalties
over time, and that ensures that the PSC has adequate tools to deal with future
problems with any telecommunications provider on a case-by-case basis.
Ultimately, competition and meaningful consumer choice should to the
guarantor of retail service quality. However, as demounstrated by the problems
Ameritech experienced during the year 2000, we are not at that point yet.

To that end, this proposal establishes mandatory service quality standards and
customer credits for Ameritech customers. These provisions sunset in five



years, in the hope that adequate competition will have developed by the time
to provide a powerful market-based incentive for Ameritech to provide quality
service on an umntermpted basrs

Avam I would ask that you reject empty pleas for “parity” on this issue.
While Ameritech’s’ stated concern for the welfare of its competitors’
customers is admirable, its real motive is to burden its competitors with
unneeded and, costly regulation. The market will function to discipline other
provzders when it comes to retail service. Obvmusiy the market does not
provide this type of i incentive to Ameritech, given their problems in 2000 and
2001. Only Ameritech has compiled the kind of historical record that Justifies
this level of consumer protectmn

: -Scrwce Quaht:y Penalty Under Prlce -Cap Formuia (Section 14 of the sub)

To prevade addmenal }everage to guarantee Amentech’s retali service quality,
. . the bill propoeses to increase the service quality. penalty under the price cap

+ formula for Ameritech from 2% t0 10%. This would increase the maximum
offset for service quality from apprommate}y $5 million to $25 million.

Rural Teleconunumcaﬁons Investmem Plan (Sactmns 27 through 30)
To spur the development of competltwn and the deployment of advanced

services in rural areas, I am proposing certain modifications to the general
prohlb:tion on cross-subsidization. Under this proposal, small

.. telecommunications. ut;htzes (those wzth fewer than 50 {)O{} hnes) would be

e :_'_.: ._}_'aabie to do thﬁ foﬁowmg

L. Small telecommamcations utﬂmes would be permitted to guarantee
loans for affiliated, competitive ventures for the purpose of funding
- telecommunications services or cable television: ‘While the guarantee
. conld be for the life of the loan and'could exceed the company’s
“retained eammgs, it would have to be taken out within five years of the
Cbill’s enactment. In‘order to take advantage of this provision, the
company would have to waive both its state franchise and its rural
exemption. If the company was unwilling to waive its federal rural
exemption, then the affiliated venture must pay the incumbent utility
an annual payment of 1% of the outstanding balance of the loan.

2. A small telecommunications company can allow free use of certain
intangibles (name, goodwill, and intellectual property such as
trademarks) by an affiliated competitive interest for use in offering
telecommunications services or cable television service. In order to
take advantage of this provision, the small telephone company must
waive both its state franchise and its rural exemption. If the company
is unwilling to waive its federal rural exemption, then the affiliated



venture must pay the incumbent utility an annual payment equal to 1%
of its gross sales for each year that it uses the intangibles.

3. The plan also directs the PSC to develop rules governing asset
transfers between small telephone companies and affiliated interests,
and such rules must conform to federal FCC rules. In general, these
rules would permit small companies to share personnel on a cost-value

basis rather than a market-value basis up to an aggregate value of
$500,000 per year.

I believe this Rural Telecommunications Investment Plan will spur the
development of competition and the deployment of advanced services in rural
areas by providing meaningful financial incentives to small rural telephone

_comparties to start competitive ventures while at the same time opening up their
own protected territories to meaningful competition. Nobody gets a free ride
under this proposal — the costs and benefits are carefully balanced.

VI Interconnection, Collocation and Network Elements (Section 26 of the sub)

These provisions are similar to those contained in a telecom reform bill passed
last year by the Hlinois legislature and would require Ameritech to provide
interconnection, collocation and network elements to competitors in a manner
that promotes the maximum development of competition in this state and at a
cost that is just, reasonable and nondiscriminatory.

- VIL. Slamming and Cramming (Sections 1 through 9 of the sub)

Telecommunications continues to the number one source of complaints to
DATCP. This bill incorporates the consumer protection provisions of AB
818, introduced by Representative Jon Richards and cosponsored by me. Rep.
Richards and I worked with the Department of Agriculture, Trade and
Consumer Protection for over one year to develop this package of curbs on
slammmg and cramming practices committed by bad actors in the

- telecommunications industry.,

VII.  5-Year PSC Study of Telecommunications Competition (Section 11)

Finally, I have incorporated, with changes I found to be appropriate, the
suggestion of Ameritech that the PSC be required to conduct a thorough and
far-reaching study of the status of telecommunications competition in
Wisconsin five years after the enactment of this bill.
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Good afternoon, Mr. Chairman and members of the Committee. My name
is John Dudley and I am the Great Lakes Region President for Verizon. I am here today
to represent Verizon’s interests in the state of Wisconsin.

Verizon and its predecessor companies hajz_e aliong history of prov_idi__ng quality
telephone service to Wisconsin consumers. As members of the Committee may be
aware, Verizon has participated for the last year in meetings of the Telecommunications
Task Force in both the Senate and the Assembly. Verizon has provided comments,
attended meetings and been available to discuss the issues with members of the Task
FQ-‘?&‘?? :

In the Senate Task Force, Verizon took the position that Act 496, passed by the
legislature in 1994, was a good starting point_ on the road to reduce f-r_eguiafioﬁ on
telecommunications carriers and set the course for a new apprcacﬁ::’i_ﬁésed cn competition
and the marketplace. SB 451 reverses the philosophy underlying Act 496 and provides a
whole host of unintended consequences for Wisconsin consumers and our industry. For
this reason, the company does not support the provisions of SB 451.

Grappling with the complex topic of “competition”
From the beginning, Senator Jauch and other members of the Senate Task Force

have expressed concern about the ‘lack of competition’ and choice for Wisconsin



consumers. Some of the members have said that they see little to no competition in
telecommunications services and have become frustrated that consumers do not appear to
have choices or alternatives, particularly when service quality is low. However, it’s not
quite so simple to assume telecommunications competition does not exist just because
you can’t see it. Even when there really are no alternatives available, it does not mean
that the incumbent provider is being an obstructionist.

In telecommunications, “competition” cannot be spoken of generically. There are
many rnarkgts _a_nd submarkets __'for the variqus telecommunications services. And, there is
a variety df i)'foyidérs and poi_enﬁal pro_vi_déts for theses égrvice_s: basic residential and
business phér;e 's.r:_:rv'i'ce (“POTS”), inter and .intrastate toll service, private lines, additional
residential lines, Internet access, wireless, data and other advanced services are just a few
of the submarkets. Players within these submarkets include wireless carriers, competitive
local exchange carxiers.{.“CLECs”), long distance carriers, data carriers (“DLECs™),
___CATV pr0v1ders satelhte ra{ho ca:mers and mformanon service prev;defs (“ISP‘S”)

. : “Fora mmp}e example k)ok at one of the services offered by your locai telephone '
- company voice mail servzce There may be no other carmer offermg a competmg voice
'.maxl servme in your nelgh’oorhood Does not mean there are no competmg alternatives
‘and thus no compeﬁtlon‘? Of course not. Ail you need to do is w&ik into a nearby
department store and pick up a simple automatic answering machine and you have a
competing alternative.

Verizon agrees with many of today’s leading economists’ views on
telecommunication competition. They argue that you cannot look at telecommunications

competition and limit it to a particular technology. The industry has become more



complex than the simple local call over copper wires; so has the definition of
competition.

As the long distance market continues to evolve, the once Holy Grail called
“LATA” boundaries has become almost meaningless. When you consider that most
wireless carriers today call the entire nation “local” in their calling plans, LATA
boundaries become less important to consumers. Evidence indicates that more customers
are abandoning their wired phones for wireless phones that effectively don’t have these
old boundaries. Customers no longer have to think about what is a local call vs. an “in-
region” toll call vs. a “normal” toll call vs. an EAS call.

Voice over Internet Protocol (VOIP) where customers make “calls™ using their
computers is also becoming a reality and we can be sure that other technologies will have
further dramatic impact on communications competition. As history repeatedly teaches,
competition does not spring from government central management or regulation, it
springs from the genius of our free mark_et economy.

| Let’s get away ﬁl‘omlthel voice méél exampfe 'arid look at POTS Service.. When you

ask yourself if there is competition for POTS, consider the following:

¢ For the first time ever in history, POTS phone lines to the home are decreasing
nationally while wireless, cable and satellite connections are increasing.

¢ A recent USA Today/CNN/Gallup poll finds that one in every five customers has
abandoned their landline phones for cellular phones.

e Forrester Research estimates more than 5 million homes will use mobile and high-

speed Internet access as their primary connection within 4 years.



* Rather than calling, has your child used e-mail to communicate with a nearby
friend using In.sta:nt Messaging?

e How many times have you used your ce_:l] phone to make a call rather than
pulling off the road to the nearest pay phone or sent an email rather than
making a call? At work? At home? Even some legislators encourage
constituents_ to cohtact them via e-«mail'réther than the phone.

o Internet uée?s wanting high-speed connections have more than phone
company o_ffe_rir_lgs of DSL, DS1or Frame .Reiay for choices. They can get
conﬂepiéd via CQbIe; modem servme offeréaliiayl_(i‘A’l’.V ésmpanies, wireless
Internet, and even satellite “broadband”. These various broadband
technologies are offering “Eocal;’ and “long distance” calling using hand-held
devices, laptops or PCs. They have the potential to replace the once-

traditional ILEC local service and “phone” as we have come to know.

Those who quickly claim that telecommunications competition does not exist, often
overlook these examples of “local” competition, many which use networks other than the

phone company’s traditional copper wires.

Over the last twenty-five years, the long distance, Internet and cellular markets
have attracted many investors and new companies. These companies have developed an
entire impressive array of new services and technologies {fiber optics, digital

communications, satellite communications, etc.). This has undoubtedly provided a huge



economic benefit to Wisconsin and the entire country. But ask yourself this. How did
such vibrant competition come about?

The progress we have seen in Wisconsin for competition in the long distance
market and the cellular market has been accomplished by reduced regulation, not by
increasing regulations or adding measurements. Entrepreneurs in these markets have
come to expect market regulation rather than government intervention to guide progress
in Wisconsin. Public policies set by Wisconsin’s previous lawmakers have given clear
si gnals ﬂzat the _wireless and long distancsa_doors are open in Wisconsin, Investors have
not h..ad. to won'y. about entering the state only to be crushed later by burdensome
reguiations.

Has Wisconsin given up on market dynamics in favor of the anomaly called
“regulated competition”? Under this legislation being considered today in SB 451,
investment in the telecommunications industry will likely be brought to a halt if the

__ir_we_s’_ti_ng_ pu_bh'c sees “sticks” inste_gd o_f “_ca_rrots”_, Investors _neec_i_a consistent framework
Ofpubhc pohcy ii:l."ordér to'.feef"ébzﬁfloﬁaﬁle about thei.r d'eéisioné. SE 451, if
implgmented as introduced, would reverse Wisconsin’s deregulatory impetus gained from
the p:;ts't 8 years. Many i)rovisions of the bill would lead to conflicting and confusing
directions ir.a'poiicy and would increase regulatory and administrative costs for companies

without any accompanying benefit to Wisconsin consumers.

The theory of telecommunications competition is virtually unassailable. It
worked with long distance; it can work on other telecommunications services. If

provided with the opportunity to enter a market and make a profit, companies will invest



shrewdly in the latest technology to develop those services most in demand by potential
customers. If the market is free and open, consumers benefit as companies compete.
Regulation is no substitute for this healthy, market-driven competition. With
regulation, the public service coﬁlmission only approximates but cannot replicate a
competitive marketplace.
Unfortunately, the legislation before you does not increase competition. It clearly
increases regulation and makes Wisconsin’s government a bigger, more powerful player
in spite of the competition that exists and the competition that will continue to grow. The
éd#éé@em;es are stifled investmeﬁt __in new pfédﬁété and sérvices for existing and
potentiai.-carﬁers. The legislation, as introduced, would be placing Wisconsin at'a

competitive disadvantage in attracting technology investment dollars.

Definition of competition (Section 14):

- This legislation, as written, leaves it up to the Public Service Commission to
decide competitive market questions. The legislature is giving the Commission an
impossible task. WQ;kshops and heari;zgs would consume Commission resources with
numerous “white.pap.er.é”, dueling econdmists, and a mlemak.ing de.ﬁn_itic.)_z:z of
competition that would pro’iﬁaéiy be obs-oiét.é, if not irrelevant, by the da.y.it was -
approved. It would simply be a costly process to produce an outdated result.

Verizon suggests that competition exists when providers have the freedom to
enter and exit the market and customers have a choice of technologies or carriers for
telecommunications services. This competition only can develop in the marketplace, not

by regulators applying rigid formulas.



You can lead a horse to water bpt you can’t make it drink. Likewise, you can have
every door wide open to competition but that doesn’t guarantee competition at each and
every door.

Is é gﬁvefnment deﬁnitién of telecommunications competition really necessary?
Will it positively impact investment and consumer choices? I think not. Verizon believes

that this section .of the bill should be eliminated.

Reta_i-{Se_rvipe Quality St.a.n.'d_ards_ and Penalties (Sections 6.7,9,19,20,21,22.23. 24, 25,
Tht_a.s.e sectmns of thé ia.r;)posed SB 451 establish mandatory, automatic credits to
customers for s_efvi_ce disruptions, failure to meet installation intervals, and failure to keep
appointments. While these service quality factors are important, it is ill advised for
policymakers to now mic'rémanage the industry after years of convincing evidence that
. the :mgr}ggipl_g;:_: :ﬁe_ggi_gt_e_s -éua_li__ty. Can you imagine hpw -a_c_ompany_iooking to establish a
competmg wzdgetbusmess m Wisconsmwould 'fe.el if poﬁc?ﬁiakéﬁs be gan znsttmtmg
new rgguiatﬁgng on statewide widggt produ__c_tion and distribution -- especially if those
new mié_é_Wét::'_é:dﬁi?ect_fésﬁit pf fén ex1stmg I_ciompany making an inferior product?
Attemptsto ’impléﬁiéﬁt"iﬁdustry—'ﬁvidé regulations designed to punish poor quality
unintentionally damages other providers and potential providers focused on product
differentiation. In the American free enterprise system, price is not the only factor

determining consumer choice. Service quality is a competitive tool — a tool which

companies like Verizon use to differentiate their products and services.



Government does not need to intervene. The market ultimately forces a company
to provide good service or give up share to providers offering better service. Verizon
recognizes this. In Wisconsin, our service guality record is outstanding. As you can see
by the four graphs attached to my testimony, year after year, Verizon has continually met
or exceeded the current retail service quality standards set for us by the PSC. In addition,
our consumer complaints are at near all-time lows. Clearly, Verizon prides itself on its
commitment to customer service. We don’t seek to meet the commission standards; we
seek to exceed our customers’ expectations.

Nowhere have our efforts to differentiate ourselves been more evident than in our
Service Performance Guarantee (SPG). Verizon was the first company in Wisconsin to
voluntarily implement such a measure and it has met with great success. Verizon’s SPG
is a tariffed item that lets our customers know that if we don’t live up to their expectation,
we’ll make it right by providing a monetary credit for a missed appointment, a missed
installation or an imperfect attempt to repair a pro_b_i_em. :N.e_ifther the legislature nor the
PSC required us t.f;impilemént the SPG. We did it bééauée@é Qénted’ to &iffer&ntiate
ourselves from our competition.

The proposed legislation as introduced would impose new service standards, self-
executing “credits and allow excessive penalties - presumably because of one carrier’s
poor service record. However, the legislation as it currently exists would easily allow a
Verizon competitor, customer or consuamer group to undeservedly cry “foul” and perhaps
bring upon the company a rash of unwarranted punishment and unnecessary credits.
Verizon doesn’t need such self-executing penalties. Verizon’s service performance

guarantee shows our commitment to good service. Such punishment and penalties dilute



the value our customers perceive from _V_erizen’s SPG, making this differentiator
worthless.

Legxslatmg good” serv:tce m. a éampetittve maxket is antithetical to the basic
precepts of American busmess Many mdusmes recog:mze that customers value products
and services in different ways. In addatwn _reguiations such as those proposed in SB 451
would lead to 1ncreased admimstratlvxa and operatmg costs, wh}ch translate into increased
prices — somethtng I doubt Wlsconsm cmzens want. Before this legislature makes a
determmation that quahty standards are iackmg or madequaic the pubhc needs to know
what the costs are gomg to be to ;mplement a new set of standards

| The automatzc credit prowswns of i:he Iegfslatlon as they currenﬂy ex1st could
easily be extended fo good -c_:ompames _h_k_g .Venzg’n_,_ 't_hus _pena_hzmg us for not being
perfect. Perfection is a goal Verizon stri?r_ss_to ach._i_t.aﬁfe. However, if we make a mistake,
letus 'detennine_ :hOW.IfO' make it 'ﬁghti#.ith our customers So far, we’ve done pretty well

thhout 1egisiat10n

Even though thé market event.u;ily. wéeds oﬁt coxﬁpémeﬁ fhat have an |
unacceptable Ievei of service, there are already pmvxsiens m piace in Wasconsm that can
address blatant mz.sconduct and w;l"ifui dxsregard fsor customer semce F or .example
there: aiready area host of consumer protectwn laws on the books not’ to mention -
consumer sanctions. And, as I mentioned earlier, consumers do have choices and will
buy discretionary services from those companies that execute the basics well. The
unintended consequences of this section of SB 451 may well result in fewer competitors

if you take away those competitors” ability to differentiate their service quality.



The current act already includes several sections that allow fining of public
utilities if they violate the law or a Commission order. Not only that, but the act provides
for treble damages in case of the most egregious conduct or willful violation of the law.
There is more than sufficient authority already on the books to take action against

telecommunications companies if the public interest requires such action.

Wholesale standards for Interconnection, Collocation, UNEs (Sections 18,28):

These '_se{::?_tiens of SB 451 estabi_is_h further regulatory requirements beyond the
FCC;s re_q_ui:ré_rr._l:énté.;' and. fhe f.équirer.nént; of the federal Telecommunications Act of
1996. In sﬁrﬁé'cﬁses; duplicate -staﬁdards would be implemented. Such new rules in
Wisconsin simply are not necessary and are redundant. Examples of measures in place
today include:
e An FCC 14-point checklist for 271 long distance entry and in various merger
agreements tha.t”app_ly to boﬂ_;_ Verizon and SBC/Ameritech.
| « A Whoiééalé ServmeQuahty pian for Verizon approved by the FCC (with
CLEC input). Thi_s “Carrier to Carrier Performance Assurance Plan” (C2C
PAP) ensures that Verizon networks are open to any and all CLECs, To date,
Verizon ﬁas not n%issed any standards and has not been penalized a single
dollar for wholesale service quality standards attributable to Wisconsin. While

the Wisconsin legislature is considering a handful of wholesale standards and

how to apply penalties if those standards are not met, Verizon is already being
measured under the C2C PAP using over 150 standards — many more than are

being considered in this legislation.
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+ More than 50 interconnection agreements exist between Verizon and CLECs
in Wisconsin. These agreements address Verizon’s UNE, unbundling, and
collocation obligations.

e The FCC has made recent proposals for a wholesale service quality

rulemaking, which will also further ensure open networks.

The proposed legislation in SB 451 would duplicate areas already covered by
federal regulations, legislation and contracts between companies. This proposal would
lead to even further déiays in telecommunications competition. What more can, or

should, you add to 150 measurements?

The Structural Separation Club (Section 12):

The “structural separation” threat implied in SB 451 (to permit the Public Service
C Comzmsszon to break up a company if compeutmn does not develop w1th1n five years) 18
..yet another mlsgulded attempt to mandate competztion It W1H have a chﬂhng effect on
potential investors, fearing the huge costs this “club” would impose on a large
telecommunications carrier. Various national .think tanks, other state 1egiéiatures, the
FCC and other states’ public utility commissions have alrea'd'}.i rejected thi.s.'idca. Their
conclusions are that such a drastic measure would increase customer confusion,
unnecessarily increase resources, raise rates and lower service quality. Does this
legislature or the Wisconsin PSC really need to spend valuable time on this “solution in

search of a problem™?
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Section 12 proposes that the Commission investigate competition throughout the
five-year period and report to the 1egislatu'r.e on the status of competition. While Verizon
does not object to this provision, we are confident that such a report will show the
gradual and consistent development of competition. On the whole, we believe it is

unnecessary and unproductive.

Increased Price Cag Penalty from 2% to 10% {Section 15):

Thas pmwsmn mcreases the penaity mechamsm for certam priceureguiated
camers asa resuit of ma{iequate servzce These camers Would have their rates adjusted
through a formuia that would increase the current 2% rate penalty to a maximum penalty
of 10%. As previously stated, s_uch penaities are just bad public policy. Verizon believes
that Wisconsin’s economic and bgsi-ness system should be based on market risk and
reward. A better approach to énéﬁring increased service quality would be to actually
provide IN CEW}’ES;f?#-f?ﬁépaéiemf increase their level of quality. Consequently,

Verizon proposes that this section be amended to aétuéily're\i}érd companies by."l 0% if

they have put fonh the extra effort and costs associated w1th good servace quahty Good

service quahty does not come chcap There shouid be mcentzves that recognize this.

Small Company Cross Subsidyv: (Sections 11.30,32)

Verizon contends this provision of the bill may ultimately lead to domination by
one class of carrier and will add nothing to competition. Right now in five exchanges
served by Verizon, small, rural phone companies currently are overbuilding our facilities

and are serving customers that once were Verizon customers. This is unrefuted evidence

12



that rural competition from these small companies already exists and is growing. As such,
there is no need to artificially slant the playing field in favor of the smaller telcos by
legally allowing them to cross-subsidize. Such provisions are simply not necessary.

Cross-subsidizing will neither create nor encourage real competition in the rural
Wisconsin marketplace. It in fact creates a disincentive for any incumbent or potential
facilities-based carrier to try and compete against a company that is legally allowed to
keep their prices below cost. Even the federal Telecom Act, in trying to instill local

competition, recognized that implicit subsidies were not consistent with real competition.

Conclusion

In summary, the provisions of SB 451 | have addressed offer a smorgasbord of
regulatory admonitions; standards and definitions best left to the marketplace. The
unintended consequence of SB 451 would be a negative impact on the development and
deployment of competitive telecommunication technologies across the state of
: Wisconsm The Task Force proposal and the resultant Senate legislation before us today

move in precisely the wrong direction.

The bill as it currently exists is an abandonment of the direction set eight years
ago by this legislature through Wisconsin Act 496 — an Act that has served consumers in
the state well and recognized the changing environment of telecommunications. Verizon
believes that between the provisions of Act 496, the Federal Telecommunications Act of
1996 and the marketplace, sufficient mechanisms are in place to deal with bad actors and

to encourage competition in rural and urban areas of Wisconsin.
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[ encourage the Senate to continue the vision and deregulatory direction evident
in Wisconsin’s Act 496.
I thank you for your time and for allowing me this opportunity to comment on the

legislation as it has been presented.
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Mr. Chairman and Members of the Committee:

Oh behalf of Time Warner Telecom, | would 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 Regulatory Affairs for the Midwest Division of Time
Warner Telecom (“TW“I”C“) which réas grown to be one of the largest new competitive providers
in the te%ecommumcat ons andustry We exist ﬁoday because of the pro-competitive policies
adopted in Wisconsin Act 496 and the Federal Telecommunications Act of 1996,

TWTC‘ builds its owr’a Eoc:al 'ané -regiona# fiber optic ﬂetworks and delivers broadband data,

: _ dedlcated Eﬂtemet access anc% voxce servrc:es o smaﬂ med;um and Iarge busunesses We

. prowc%e servsce to a dwerse customer base across the country. The Company currenﬂy serves
business customers in 42 U S metmpohtan 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 highrtech jobs nationwide, 81 of which are in Wisconsin, Wisconsin is the

headquarters for the intemeﬁ and Data Division of Time Warner Telecom. We have installed two

s sw;tc.hes and connected 181 bua dmgs to our netwcrk to serve cusiomers in the i Ewaukee area B

13«:9 Banis: One GE Medzcal M dwest Express Canter Cobali Ensurance aﬁd Marquette Medacai
My z'esponse io the qz.zesilon “ls Ac% 496 promotmg comp@tition?" is no. It laid part of the

foundataon but the foundai;on ﬂeeds reconstructsoﬂ And where improvement is needed is in

ensuzlng that measures are taken’ to preverzt ihe sncumbent provider from stamping out the

competition that has developed in Wisconsin.



Tive 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 to 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 ISP, built a 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 allowed 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.
OWNERSHIP STRUCTURE

. We are very proud to carry the Time Warrier 'n'a_rﬁe..' While Time Wa__r_ﬁe'r Inc., now AOL

Time Warner, 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 obtain 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 financial markets and from
operating cash flow.
COMPANY GROWTH

Today we have approximately 2500 employees and by the end of 2001 will be providing
service and employing people in 21 states. TWTC’s growth pians focus on geographic
expansion, extension inta new market segments and development of new data and Internet-
based products and services. Our success to date is the result of building and deploying aur

extensive local and regional fiber optic networks all 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, mediumn 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 tayer more products
and services on our network. One of the distinguishing characteristics of our network is that we
have been taying this fiber in metropolitan areas; and the networks are large, averaging 400 rouie
m;les per mty 5Q0 route mn%es in Wisoonsm

However itis ;mportant ihat fhe W:sccnsm Ieglstature recognize that the largest
competitor in all of our markets, the Eo;cal mcumbeﬂt, 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 market

power.
SERVICE PROVIDED

Thfs is how we cio buszness In every cxty that Tame Wamer Telecom Iays fi ber the sales
staff is requ:red to prove in aévance that there is business to be secured We cfon t bunld a
network just to show growth, we build a n.etwofk to provide a service that is desired. And I can
assure you that there is demand for ihe_'sez‘#iée we _@rbx}ide. in many cases we supplement the
services that the incumbent ca_rrier_;ﬁqy;das. Often, companies will come fo us for their new
business or for a specific portion of their telecom needs. As we prove our ability to provide this
service, they give us more and more of their business,

The fiber optic networks we have built allow us to offer our customers any technology,
product or service solution. Our networks allow us to provide voice and data telecommunications
services to a diverse customer base including public schools, private schools, universities, heaith
care facilities, banks, the high-tech community, government agencies and military instaflations,

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 iIN 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 strangiehold, but it has not been quick and it has not been
easy.

_T_?_}e Wisconsin _Act_ _of.j_ 994 and the Federal Telecom Act of 1996 provided a framework
trarisiiidning thé local teiephone market from a monopoly to a competitive marketplace. The
simple fact is, no company wénts 1o 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 lose customers to new entrants. It is not in the incumbent’s financial interest to
cooperate and assist their competitors in taking their customers. But, without this very activity,
competition will not exist. Competition requires cooperation.

. G_o_y_e{g_mgn_t__ir_a__te_}_r_v_s_antion_ and __reg_u%_a_tion are necessary until a competitive m_a_rke_t_p_lace
' ex;stsiorepiacethat ;ééﬂiét‘ioﬁ;- Ih"t't;e t'ﬁ.ng run, ii is in éveryo'i"ée’.s'.best irétérest to see thi.s..c.)cé.ur.
Uniil it exists, government must stand ready to supply the incentives that the market cannot,
incenii'yes suéh as minimum standards of service for wholesale customers, with the appropriate

financial incentive {o meet and exceed those standards.

SBC-AMERITECH'S STRATEGIC INCOMPETENCE

Let me provide you with a few examples of the day-to-day hurdles that engulf our
employees’ time and attention, diverting them from building our customer base and deploying
naw netwark.

New entrants like TWTC must rely on the incumbent fo intercormect networks so that
calls can pass seamiessly, to make changes fo 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 reliance, and the lack of the incentive for the incumbent to get it right, that
can cause a new entrant irreparable damage. It is clearly in Ameritech’s best interest not to
install frunks, 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 Teleconé notified Ameri_&ech m November of 2000 that
Ameritech needed to change its equipment to acw’pt'new telephone numbers of Time Warner
Telecom customers in Hartland. 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
begln maktng calls, TWTC found out mai Amer;tech had stsii not made the change m its system
-Amemtech ﬁnaily goi the work done two menths aﬁer it was su;)posed to have s& done putting
TWTC in the position of explaining to new customers that they could not make calls because
Ameritech hadn't done the work it was supposed to 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
Ameritech instead of duplicating the facility and pays a premium price to do so. 23% of the time,
Arrzer.itech does not instail the service when it said it would. This puts TWTC in the position of
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 placed 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 cus*;qme'r_,. who scheduled movers based on the commitment that
service would be installed on July 20. On July 18, Ameritech checked its system and notified
TWTC that it did not héye the_ faqiiiifgs it r}_eecied on hand. TWTC had installed eguipment on an
expedited basis .to' Imeet the cust_cﬂ'ier’s moved date, and suddenly, Ameritech was putting this
customer in the positébn of not having service'at the last minute. TWTC escalated this issue to
the top leveE m‘ Amerltech and found that the “missing faciiities” was a card that is typically kept
on hand and easuly founcE by Amer;tech Ameritech fmalty installed the service on July 19.

Other times, Ameniech deiays makmg updates in its databases, which delays TWTC’s ability
to prowde serwce io eﬂd~users TW?‘C placed an order wnth Amentech in April and Ameritech
told TWTC 1t woutd take six weeks for Amentech Eo compEete ’ihe work Few custamers are
pat:eni emugh to walt sax weeks for serv;cef TWTC pushed Amentech for a better date, and the
circuit was ready wsthan three weeks but Ameratech would not aliow TWTC to test the circuit until

Ameritech had updated its records, which took another five days.

IS THE PROBLEM FIXED?

g Ameratech cEacms that the problems Iarge numbers of retaa% customers expeﬂeﬂced in,

s 2090 have bean.:f;xed These are. the same ciatms that Amer:tech made when it had servxce -
prob!ems m 1995 probiems that re—appeareé five years later. The legisiature and the
Oommlss:on canno’t be mls led :nto belzevmg that Ameratech 3 quaf;ty of service problem has been
soived’ never 1o reappear _ - .

The baﬂdage that Amentech had put over its retani quaitty of service problem has failed to
heal the gaping wounds in the quality of service that Ameritech provides to its wholesale quality of
service providers. Ameritech does not have enough skilled and qualified employees devoted to
whoiesa%é customer’s issues 8nd-ArherEtach’s own data provided to the FCC for July and August
of this year paints a dismal picture for wholesale quality of service. For example:

. stpatched Technician: when a problem required Ameritech to dispatch a technician, it took

45-48% longer to restore service for a CLEC customer than it did for Ameritech’s own retall
customer (161 hours vs. 10§ hours};



« No Dispatch Required: it took Ameritech 47% longer to restore service to a CLEC customner
when the problem didn't require a technician to be dispatched (28 hours vs. 19 hours),

« Installation 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 illustrates that Ameritech
quality of service has certainly not been fixed." Ameritech manages to install services within the
custorner desired due date only 68-69% of the time. Even when it gets the service instalied
within the time frame committed, 9%-25% of the circuit's fail (depending on the type of service) —
meaning that customers are stili without service. This forces TWTC to place a 'trouble’ ticket fo
get th"é 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.

While TWTC continues to work for a fix’ to the quality of service problems with Ameritech
and has been discussing these problems with Ameritech for over 16 months, Ameritech has
refused to agree to be contractually bound to provision service within certain intervals, standards
*f_df_zs'é'ryice orto -pre__\:f.ide raéaning_fgi;_com'p'eﬂs;atiion fo}:ﬁh_@'_'harm done to TWTC by Ameritech’s
poor c;.uality.of sérvice. Our e.x;.J:erience leads us td oniy one conchsioﬁ - there musthe a
legislative fix to the problem that would require Ameritech to compensate new entrants for
missing installation intervals, not repairing service problems 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 fieu of fixing the problem. States like lllinois have based
this incentive on a percentage of Ameritech’s gross revenues, passing legislation with a
0.00825% of revenue penaity — allowing it to impose fines up to $250,000 a day, $91.25 million a
year. Other states and the FCC have imposed fines and in those states, Ameritech is paying
attention - making improvements to its infrastructure and process. Wisconsin should follow the
visionary lead of lilinois to ensure that Ameritech to provide quality service to its wholesaie

customers by providing the right legislative incentives.
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VIGOROUS COMPETITION MUST BE ESTABLISHED iN THE LocAL MARKETY
PRIOR TO ALLOWING AMERITECH INTO THE LONG DISTANCE MARKET

The Federal Telecom Act of 96 attempted {o 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 dési{e to be abie to offer a long distance product,
that product is available fo custamers and camers today ona competitive basis. In order for
consumers 1o truiy en;oy the benefsts ofa ba'oadband neﬁwork and tmly competitive pricing, we
must have competitaon at the iocat ieve The only true way o incent Ameritech to provide its
customers with broadband telecommumcattons service is by ensurang that if it doesn', 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 qua fity service and lower prices and Wisconsin will lose the very companies

: that are bu: dmg %he tefecommuﬂ catlens anfrastructure aﬂd éfawmg hlgh tech busmesses to the
state Customers wﬂl be !eft weth one chonce ~fo purchase from ihe monopoiy who wzli then
have additional regulatory freedom and little, if any, oversight by the Commission. A way to
ensure that Wisconsin isn't left witﬁ_ oniy. a 'deré.guléted ménopoiy is to require thét 20% of
customers be served by a competitor before Ameritech is atlowee_:i_' into the long distance

marketplace.



CONCLUSION

Time Warner Telecom is committed to building broadband networks in the local markets.
Faced with this direct competition, the incumbents will have no choice but to meet us in the
marketplace by depioying new facilities or finding rnore ways to expand the ability of their copper
wires to provide hroadband 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
90% of the market share Witl’% rising revenues, and new enirants are battling a war of attrition.
The rtskof remonopolization is'_.";_.'eai. - Adjustments need to be made to Wisconsin's Telecom Act
30 the Corpm;ésion 'a_hd conﬁp_etitoré can bb_t-ain a.rémedy when the rules aren't followed. The
enforcem.ent n:zéasures' that Wéscbhsén’s Co'm.mission has at its disposal must be meaningful and
provide the right incentive. They must be something more than just the “price for doing
business.” It is naive to expect the incumbent phone companies to develop policies and
procedures that will allow their competitors to steal their customers. But without competitors

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

Again, i vefy much appreciate the oppoﬁuﬁify to appear before you today, and | welcome |

the opportunity to answer any questions that you may have. Thank you.
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Exception Report 19 Version ! Owner KPMG Consuiting

“Test Manager

Issued ‘November 29, 2001 Test UGV Role
Applicability ‘Michigan, lllinois, Indiana, Ohio, Wisconsin

Ameritech’s data retention policies regarding source data do not enable thorough and complete audits to
be conducted or facilitate the resolution of potential disputes which may arise between the CLECs,
Ameritech and the regulatory agencies regarding the correct reporting of performance measurement
results.

Issue

As part of Metrics Data Collection and Storage (PMR1) testing, KPMG Consulting has attempted to
identify the source systems that capture data used in the calculation and subsequent reporting of
performance measurements. Ameritech has indicated that “raw” data {i.e. order level data) is retained
for three years. However, KPMG Consulting has learned that this data, although detailed, has been
processed.and therefore cannot be considered to be in its rawest form. KPMG Consulfing’s expectation
is that source data be retained in its raw unprocessed form and not be summarized, processed or filtered.
Any processing which occurs may compromise the integrity of the data, possibly introducing errors in the
reporting of the performance measurement results.

On July 24, 2001 KPMG Consulting requested from Ameritech data retention policies for what had been
identified as source systems in order to determine the retention of source system data. Over the course of
the next several months, KPMG Consulting worked with Ameritech to obtain the required information. To
date, KPMG Consulting has been unable to discern from Ameritech its data retention policies and
practices on an individual source system basis. Ameritech provided a document' which indicates that

- systems which first capture the data used in Performance Measurement Reporting “.. .are transactional
systems, not reporting systems, they typically do pot retain data for more than one or two months.”

Long term retention of source system data is necessary in order to conduct thorough and complete audits
and resolve potential disputes that may arise between CLECs, Ameritech, and regulatory agencies
regarding the correct reporting of performance measurement results. Ameritech may also be unable to
regenerate corrected historical performance measurement reports if inaccuracies in these reports are
found. :

Assessment

Ameritech’s failure to maintain source data in its original form makes complete and thorough annual audits
of retrospective data impossible. Attempts to trace errors in the reported results are hindered by the lack
of retention of source data, and Ameritech may not be able to regenerate performance measurement
reports as required.

' Document entitied “Data Retention Architecture” provided by Jim Ehr on November 13, 2001

This exception report is for discussion purposes only and is subject to change without notice.
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Issued :November 3{} 2691 Test ‘PMR1, PMR4, IGIE
PMRS

Applicahility Mlchlgan llinois, Indiana, Ohio, Wisconsin

KPMG Consulting |
Test Manager

The procedures and controls Ameritech has in place for performance measurement calculation and
reporting are inadequate.

Issue

KPMG Consulting has concluded that Ameritech’s procedures, documentation, and controls for calculating
and reporting performance measures are inadequate to ensure that the results reported are consistently
accurate and complete. - :

During the course of testing, KPMG Consulting has requested Ameritech technical documentation that
describes how perfonnance measurement results are cak:uiated from performance measurement reporting
systems. Accurate and comp}ete technical documentation is essential for Ameritech to ensure that its
personnel follow a consistent set of procedures and that system changes can be made reliably over time.
KPMG Consulting has concluded that the documentation provided for approximately half of the
performance measures is inaccurate, incomplete or does not exist,

KPMG Consulting also requested information about the flow of data through Ameritech systems from the
injtial point of data capture through to the performance measurement reporting. In many cases, the
technical documentation made available did not accurately or completely trace the flow of data from the
source system to the performance measure reporting system. Additionally, Ameritech personnel
- interviewed about these topics did not possess the requisite knowledge to adequately describe how _
: perfeﬁnance measurement data is processed through Ameritech systems and to describe how Amentech
calculates performance measurement results. This information, whether available through documentation
or knowledgeable personnel, is necessary for Ameritech to ensure accurate and complete performance
measures calculation and reporting, partwulaﬂy as changes are made to the Operational Support Systems
that provrde data for caladatmns '

To assess whether a@parentiy madequate performance metrics procedures, controls, and documentation
could be leading to inaccurate reporting, KPMG Consulting has been monitoring the restatement activity
for performance measurement results posted on the Ameritech performance measurement website. Since
May 22, 2001, KPMG Consulting has observed that Ameritech frequently restates performance
measurertent resuls.

Table 1 below, ﬂéust{ates a series of changes that have occurred to the April posteci performance measure
results between May 22" 4 (when they were initially posted) and November 6" Ameritech restated the
results for 53 of the 165 performance measurements, or nearly a third of the total. Of the 53 restated
measures, fifteen were restated more than once. In total, Ameritech made 79 performance measurement
restatements,

This exception report is for discussion purposes only and is subject to change without notice.
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Table 1 - Changes' Over Time for the Month of Aprif’

Download Dates # of PM's Changed
05/22 to 05/29 0
05/29 to 06/04 0
06/04 to 08/11 15
06/11 to 06/18 9
06/18 to 06/25 6
06/25 to 07/02 0
07/02 to 07/09 19
07/09 10 0716 1
orete 082 | 10
08/22 to 09/04 16
09/04 to 09/10 0
09/10 to 09/17 1
09/17 to 10/01 3
10/01 to 10/15 0
10/15 to 10/30 0
10/30 to 11/06 8

Total 79°

KPMG Consulting also locked at the percentage of measures that changed by reporting month, including
_April, May, June, July, August and September. The figures in Table 2 illustrates that results were restated
forovera. quarter of the measures for April, May and ,Tune Addlﬁonaliy, September resuits were restated
Tess than 2 weeks after the results were posted. :

KPMG Consulting’s analysis shows that Ameritech continuously restates results as a normal course of
business. Consequently, KPMG Consulting expects that as time progresses additional restatements for
performance measurerent results for July, August, and September will occur thereby increasing the
percentage of measures restated for those three months to levels similar to those found for April through
June,

" A change is counted if any of the following pieces of information were restated: Numerator, Denominator, CLEC
Value, Retail Value, Benchmark, 7Z-Value or the Affiliate Value. Formatting changes, such as reporting to 2 decimal
places rather than § decimal places are not counted as a change.

? All States

* This figure indicates the total number of changes that occurred between May 22" (initial posting) and November ™,
This does not indicate the number of performance measures changed; one performance measure may have changed
multiple times.

This exception report is for discussion purposes only and is subject to change without notice.
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Table 2 - Changes by Reporting Month”

Distinct Number of Performance Measures For Which Posted Results Changed®
Reporting Month | Download Dates | PMs Changed® | Total PMs | % Changed
Aprif D5/221011/06 | 53 165 | 3%
May | oBRtiodtios | 54 - | 185 | 33%
June 1. 0723101106 | 42 185 __25%
July . | 08/221011/05 ] 27 185 4 18%
August 09/24 10 11/05_| 11 151 7%
Septe'mber _ 1072310 11/05 3 ' 151 2%

In summary, KPMG Consu}tmg has fou:ﬁd that Amentech’s pmcedures documentatwn “and controls for
calculating and rapcsrtmg performance measures are madequate to0 ensure that the results reported are
conszstenﬁy accurate and cc;mplete These madequac;es arg tesultmg in inaccurate perfermance metrics
reporting which require frequent restatements of Ameritech’s posted perfemance measurement results.

Assessment

CLECs and regulatory agencies rely upon Ameritech’s published performance measurements to assess
the quality of service provided by Ameritech. Without reasonable assurance that such measurements are
accurate, the reliability of Ameritech’s performance measurement results couid be called into question by

numerous inferested parties.

* A change is counted if any of the following pieces of information were restated: Numerator, Denominator, CLEC
Vatue, Rewil Value, Benchmark, Z-Value or the Affiliate Value. Formatting changes, such as reporting to 2 decimal
piaces rather than O decimal places are not counted as a change. .

* All States.
® This represents the number of distinct performance measures changed between the two dates indicated.

This exception report is for discussion purposes only and is subject to change without notice.
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Exceptmn Report -4 VSIS 1 BT KPMG Consulting

lssued - February 11, 2002 Test PMR3 _ICICHN Test Manager

Appiecabmty » Michigah [Hinois, Indiana, Ohio, Wisconsin

Amentech’s meincs change management process does not require the identification of changes to source
data systems that impact metrics reporting and the communication of those changes to relevant parties.

Issue

As part of the PMR3 {(Metrics Change Management) test, KPMG Consulting reviewed Ameritech’s
change management procedure manual SBC/dmeritech Performance Measures Internal Change
Management Policy & Procedure. The review revealed that Ameritech’s change management process
«does not provide for the momtormg and communicating of. changes made to upstream data systems that
impact metrics. Upstream systems are the: Systems that come directly before and provide data to mefrics
repomncr systems

KPMG Consuitmg also interviewed Ameritech’s personnel responsibie for the eleven systems used in
calculating performance measurements: Regulatory Reporting System (RRS); Decision Support System
(DSS); Mechanized Order Receipt/Tel (MORTel); Ameritech Customer Information System (ACIS);
Ameritech Service Order Negotiation System (ASON); Work Force Administration (WFA-/C/DI/DOY);
Loop Maintenance Operation Support (EMOS); Mechanized Trouble Analysis System (MTAS); Facilities
Modification Orders (FMOD); 114-115 Database System; and Collecation Database System. The
interviews revealed that there are no requirements for communication between the owners of the OS8
source systems and owners of the metrics reporting systems about changes that impact metrics reporting.

Assessment : e e
thont commumcanon between system owners, Amentech personnel responszble for producmg, metrics

reports may be unaware of changes made to such systems that impact metrics reporting, This may lead to
incorrect reporting of performance measurement results.

This exception report is for discussion purposes only and is subject to change without notice.
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Exception Report - 42 Version (S hI:Ig KPMG Consulting
issued ' February 11, 2002 Test  RJULLNNM Role Test Manager
Applicabiiity Michigan, lllinois, indiana, Ohio, and Wisconsin

Ameritech failed to extract all the April 2001 data from the Regulatory Reporting System (RRS) required
to calculate certain performance measurements,

Issue

During attempts to resolve discrepancies KPMG Consulting identified in the PMRS (Metrics Caleulation
and Reporting) test for the month of April, Ameritech identified a flaw in the data extraction process that
lirnits the extracted data from RRS used in the calculation of performance measurements to a maximum
capacity of 2 Gigabytes, As a result data records beyond the 2 Gigabyte limit were not properly extracted
and could not have been mcluded in the published performance measurement caloulations.

KPMG Consulting’s review found that extracts for POTS Install and POTS Repair data exceeded the 2
Gigabyte limit, affecting a total of 48 performance measurements. At current rates of growth, KPMG
Consulting believes this extraction issue would eventually impact all RRS based performance measures.

Assessment
CLECs and regulators rely on Ameritech’s published performance measures to assess the quality of
service provided by Ameritech. Ameritech’s failure to completely extract complete data for use in these

calculations resulted in inaccurate performance measures that impede the ability of CLECs and regulators
to assess and rely on posted performance measurement results.

This exception report is for discussion purposes only and is subject to change without notice.
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INTRODUCTION

e For members of the Committee [ have:not yet-met; mynameds Drew: - consomrnna o

i ?cie%‘sen ‘Tam :s‘ﬁ)irét:tbf of Legislative Affairs for TDS Telecom Inc., which is

e hﬁsadqaartered here in Madison, WI. We are the fifth largest employerin Dane

i Cmmty aﬁf} pmvide kacai phone service to a widevariety of remdents throughout .. n il

the_;;Sta_t_e of Wisconsin.: - .

o the -t}S‘:_(‘ﬁcngte-ss, Federai‘ A‘gencles;sﬁie White :'Hozisfe‘;, vatious media Dilﬁf;}_:_ 1

«-of course; all of the 29 state legislatures where we have local service opera-tiﬂhs-. .
For purposes of today’s discussion, I will be focusing my remarks on behalf

' of both our incumbent local exchange carrier (ILEC), TDS TELECOM, which

.. .ownsand operates nineteen local phone companies in such communitiesas ..~ .. .

Verona, Waunakee, New Glarus, Waterford, Middleton, Monroe, Bonduel, . -

o Neillsv-:ii_lc and Alma-- and our competitive local exchange carrier (CLEC), TDS

L METROC@M,which is the largest CLEC in Wisconsin providing .b.us_i-ne_ss.;-_.pho'fiﬁ i

service to approximately 65,000 business lines and residential service to 60,000,
As a point of rIeference,‘ the average size of our ILEC companies is around
6,000 lines so it might interest the committee to know that we are both a member
of the Wisconsin State Telecom Association (WSTA) and a chief cempet:itbr to at

" least of few of the membership. of WSTA.



To be clear, the majority of our corporate interest and involvement in this
- legislation isrelated to our CLEC operations and the struggles wehave © oo
- ¢ondistently encountered with the largest incumbent Tocal phont: pm’v:der G

- “Wisconsin; SBC- Amerztech To that end, we are succmcﬂy of the

poiicyf makers should reform threc_;-:speciﬁc oﬁm'ponents .cQntaineéaiﬁ.;Wiscﬁnsin

o Act 496 ’I‘he teiecammunmaﬁons rﬁform package we. cant@mplm:e t@day aims to

g do 3ust that.
------ “Fi irst; Whoiesale service staﬁdards for. SBQAmerztech are: essenual- 1o
- remedy the anti-competitive behavior we have encountered-time and again from

SBC-Ameritech as a chief competitor and purchaser of wholesale services.

Second, retail service incentives are necessary to protect SBCaAmeritech’s and
many CLECcustomersﬁomtheservzce oatages, ml-}";sed appomtmentsand o
unreliaﬁle ser‘}ice standards enco‘u.r.ltered in 1996 and again in 2000 as provided by
- SBC-Ameritech. And finally; -additionja}-.e-nfoxcem@m a_u_therity is neeﬁed-by the
1 Wisconsin ?ubthervmeCﬂmmzssmn(WIPSC)toensurethepubhcmierest ISt T
protected and also that the cycle of litigation that SBC-Ameritech has opted in

favor of, instead of making adequate infrastructure and operating support system

mvestments must end.
‘My testimony today will provide some useful béckgrotmd information on
how we dgperate our CLEC business model and how we provide service to

residential and business customers in Wisconsin. It will also address the specific,




targeted enforcement authority the Wisconsin Public Service Commission

e -.-:-.:r-:deserves as’ the chzef watchdog of the-local phone: mdustry
- TDS Metrocom is a Wisconsin .faciiiti’c_s~¥)-ase:d'bgﬂl}i?ifiﬁiﬁ@:iﬁéél exchange = i

carrwr,aaﬂmnzed topmmdf:tﬁﬁecemmumcamnssemccs,mciudmgleealaccess SRR e L S

- services, bas;c access lines, anaiog, and digﬁal truﬁks for PBX and. other swﬁchmg

+ advanced calling features, voice mail, calling cards, and long distance and high
speed Internet services using DSL te’éhmiagfzx «We operate in Wisconsin, Hlinois,

and Michigan. Inessence, we provide business and residential customers an

alternative to SBC-Ameritech m our chosen markets, a goal I believe public policy
While TDS Metrocom provides service over our own fiber-optic facilities,

we: aiss provzda ast gmﬁcant amﬁunt sf our: Sﬁrvwes to-customers: through the

» . 9urchase of nnbundled copper iaeps frem SBC-‘:_";'_:'SQ_ ﬁ.@iﬁich%smnsme -';Z-Unb'undiéd b
copper loops are physical copper network connections running from the |
customer’s prefnise to TDS METROCOM’s network point of interconnect with

- SBC-Ameritech. Simply put, this is part of the network we lease from‘Ameritech
that enables us to connect customers to our network. It is the “last mile” or the

portion of the public teiephone network referred to as the infrastructure that leads

from the curb to the home. This concept of “leasing loops” is one of the



fundamental principles of the federal Telecommunications Act of 1996 as well as
7o -iiWi-s'cp;jsin_Adt".:4961:_'----1{13".tjhe law of the land; the Federal Communications-
' "'Cozhmmsmn ami the W;sconsm PSC recognize it and it is not currently being

' fol]owed by SBC:Amentech today

Cﬁrtam bamers te competition existin Wisconsin, which, until adeqaateiy
_ addressed ..W}H prevant the rcaiization.(}f a truly competitive teiecommunicaticns

-'_":maxket in. the state, Over the ceurse of the last several months my colleagues and’

1sconsm Pubhc Servzce Ccrmmssmn and Varzous consumer groups have

s dﬁmonstrated time aﬁd again in both the Assembly and Senate

: Teiiéb@ﬁimunicatiens'-.téskforces tespectively that SBC-Ameritech can and has -
erected barriers to make competitive entry unattracﬁve from an investment
standpoint.

- _' For example, seekmgto chafge'gxorbitant unbundled loop rates. ._-S'S_C- |
Amerttech has %ecently proposed loop rates that would exceed current rates by
.ro_;;ghiy th_r@g_ times the current level set by the Wisconsin Public Service -

i Cﬂmission"f‘his has f;#hefs-ﬂxamﬁc impact of causing investors to get jitteryasto

Whether or not it wéH re.main attractive and cost effective to continue to serve

CLEC customers under this proposed new regime.

SBC-Ameritech has also levied arbitrary and‘ur_xdocumented construction
charges that appear after we secure a_ﬁ SBC-Ameritech customer to our network.

These chargés leave us with a one-time charge of often thousands of doliars that

was not anticipatéd when the switch was originally contemplated. Public service



commissions around the Midwest have outlawed or significantly reduced the
~Ameritech: o levy these charoes T G

WISCONSIN PUBLIC SERVICE COMMISSION ENFORCEMENT AUTRORITY

As we know from the summer of 2000 and since, Sﬁanihéritech hasa -
L ;his-t@?}f:?ﬁnnfairzZan'd-ﬂéﬁ'ti-ci@r#z_pi@tiﬁ%é:#:éﬁxééi to honor its agreey

Ameritech also has 5 highly Iitigi
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Consequently, CLEC's currently are required to enga'ge in pfotracted and

- .gxpensive reguiatory and: iegal proceedmgs for example under§ 196:199, Stats.,; -
to ft;roe SBC*Amerztech to compiy wﬁ:h 1ts contractuai and 1egal obhga’tmns B

TDS Metrocom was the first and oniy company to use the dispute

_ rcsolutzon process under § 196 199 a:ﬂdg'we expenenc&d numerous shortcammgs

with the Iaw, |

'Mﬁreover because Wxseonsm case iaw has held that the Commzssmn dUes

i '_ @cﬁy lf:vy; grféﬁures and penalnes for the vzoiatwn of

':“tﬂlecomunmanens Iaws CLEC’S often are Ieft w:tthout any remedy, oran '.':: R

~nadequate rcmedyﬁ___ev'ﬂn aﬁer_'en'gaging--in protracted and expensive litigation.
SBC-Ameritech, in turn, is able to avoid, or delay, performing its obligations and
duties without any real conéaquences.

Accordmgiy, thls 1egzslation is abselutcly necessary to enhance the =
.. Comrr.usswn. s enforcement authonty and enhance cempetztor s enforcement
rights. Sp-egiﬁgaliy_, legislation should be enacted, which enhances the
. Commission’s enforcement powers, including () granting the Commission

- exphc:t autﬁarity to ité_ké administrative action and institute all necessary

proceedings for the enforcement of existing telecofnmunicaiions laws;
(b) authorizing the Commission to levy forfeitures or penalties directly for
violation of f-;xisting laws; (¢) aufhori_zing the Commi-ssion to award forfeitures,

penalties or damages to telecommunications providers harmed by violations of



telecommunications laws; and, (d) authorizing the Commission to_award.
omey’s fees.
” .-Sérﬁiiéri&,.i%éissian"en should be-enacted-which authorizes
: . _teiéc;)nnnumcatzons pro\rlders (a) to bring compiamt proceedings before the
_‘_‘:_:';CGI.‘%HHISSIOH and before a court; (h) to seek an award fer actual damages for hams

. suffercd and, (c) to seek attorney’s fees.

If faced wﬁh certam and su’ostantial conseqaenc:es for ifs Vmia‘tions cf the '

e : Iaw and faliure 1o comply With its contractual ebiigatwns SBC-—Amentech may be .
. deterred from engéémg in antzcompct}uve behawor - | |
o CONCLUSION
Over the course of the last several months, the Assembly aﬁd Senate
Teiecqnﬁmuni-catipns Taskforces have thoughtfuiiy, responsibly and willingly
. __rev1ewed the pace of campentlon present m Wzsconsm the s1gmﬁcant amcaunt of '
anti—competltive behavmr 1llustrated time and agam by SBC- Amentech and have :
crafted, targeted and surgical reforms that will stabilize the competitive Iocaf
« .. phone service marketplace in Wisconsin.
‘Let me be clear, reform éf ’fhe téfécammﬁnic.:.atiohs Iéﬁéécapé in .Wiséonsin
is long overdue. Since 1994, only 240,000 retail or busingss lines of
approximately 4 million ﬁho_ne lines in this state have migrated away from

incumbent carriers to CLEC’s. I would respectfully suggest this is ﬁot because

- SBC-Ameritech is providing stellar service.




CLEC’s have been forced to o_perate at a competitive disadvantage because

oof eppertumstzc ann—competmve practzces employed by SBC—Amemech that must -
" be ssopped “dead n thmr tracks” today |

With the adoption of this téiecommunicaﬁens reform package, legislators

- will clear-away the regulatory underbrush that aids-incumbents and set'a course for

sustained consumer chﬂice iﬁ the local phone marketplace.

- This paf;kagc craftcd over the course Qf the last sevcral months aims to

' -'-."_acccmphsh these refsnns swxfﬁy ané dehherately T}:us W&S the tasi{ and charge .

- cons 1dered by each iask force and the results are ciear and unequwecai

- We should adc:pt these measuresr-without' delay for the benefit of your
constituents, our customers and the general public that is clamoring for reform to
take place.

I thank you far the opportumty !:0 provzde thls test;mony 1 iook ferward to

any and all questions the committee may have
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Wisconsin's Small Cable 'Sys‘tems

Bonduel Cable TV.. -~ .~

- Wisconsin Communities Served

Bonduel-V, SHAWANO -~
Cecil-V, SHAWANO
- Washington-T, SHAWANO . -
-~ Community Antenna System, Inc.

Wtsconsm Commumtzes Served :

= ;: : ;Cazenovxg«\! R:{:HLAM
S :Cazenov;aﬁv SAUK
B 'f-Esray-C JUNEAU
Hilisboro-C, VERNON
Kendall-V, MONRQE

Dodge County Cablevision

Wisconsin Communities Served

Brawnsv;tié~\f DODGE
Kekaskee—\f D{DDGE
Leroyﬂ DO[}SE

HILM Cable
Wisconsin Communities Served

- Auburndale-V, WOOD
Hewitt-V, WOOD
Junction City-V, PORTAGE
Marshfieid-C, WOOD
Pittsville-C, WOQD
Rudolph-V, WOOD
Sumpter-T, SAUK
Vesper-V, WOOD

Friday, February 22, 2002 , L Wisconsin Cable Communications Association




o Wiss:-an-sin‘_s Smallf Cable Systems

. KRM Cablevision, Inc. .. ...
- Wisconsin Conununities Served

Augusta-C, EAU CLAIRE - -
- Bulternut-V, ASHLAN[}
:Faii Creek-V, EAU CLAIRE
Fifield-T, PRICE
Greenwood-C, CLARK

. Hawkins-V, RUSK

- Jacobs-T, ASH%.AND

. Preniice-V, PRICE
g ':-..'Stetsenv:iie V; YAYLOR
L'akeland Cahievzs;on

Wisconsin Communities Served

Lake Tomahawk-T, ONEIDA
St. Germain-T, VILAS

- Mellen-C, ASHLAND I

Friday, February 22, 2002

- ‘Wisconsin Cable Communications Association



Wisconsin's Small Cable Systems

- Mediacom LLC. ...
Wisconsin. Communities Served -

~Belmont-T, LAFAYETTE
‘Benton-V; LAFAYETTE
* Boscobel-C, GRANT
-Camp Douglas-V, JUNEAU
- .Cashton:V, MONROQE
- Chaseburg-V, VERNON
- Coon Valiey-V, VERNON .

- CubaCity-C, LAFAYETTE
' Darlington:C, LAFAYETTE

‘De Sote-V, CRAWFORD
De Soto-V, VERNON
Fennimore-C, GRANT
Ferryville-V, CRAWFORD
Gays Mills-V, CRAWFORD
Hazel Green-V, GRANT
Hustler-V, JUNEAU

- LaFarge-V, VERNON

- Mauston-C, JUNEAU

Muscoda-V, GRANT
Muscoda-V, [OWA
Necedah-V, JUNEAU
New Lisbon-C, JUNEAU
Norwalk-V, MONROE
Ontario-V, VERNON
Potosi-V, GRANT
Prairie Du Chien-C, CRAWFORD
Readstown-V, VERNON
Shulisburg-C, LAFAYETTE
Soldiers Grove-V, CRAWFORD
Stoddard-V, VERNON
Tennyson-V, GRANT
Viola-V, RICHLAND
Viola-V, VERNON
Viroqua-C, VERNON
Westby-C, VERNON
Wilton-V, MONROE

Friday, February 22, 2002

Wisconsin Cable Communications Association



Wisconsin}?s Sm__i__a;_ll'-Cazb.l_e_-isygtems

Mernm%e Area Cable

. Wisconsin Commumtws Served

= Caiedama-{;_‘-;-ﬁ_@ﬂ;iﬁﬁ;ﬁ A
" Merrimac-T, SAUK. -
Mammacwv 8&1)}{
Nlagara Commumty ’I‘V Cneperatwe :

Wtscomt' : Commmttms Served

Nzagara~C | MAR%NETTE '

W;sconsm Commum{ws Served

'Amberg-T,- 'MAR%NEWE
Bear Creek-V, OUTAGAMIE
Elcho-T, LANGLADE
Goadman-fl' MARWETTE
-Krakow-T, SHAWANO

:_'.-.'E'Lanna-'f' F{}REST

- Nichols-V, OUTAGAMIE
Pembine-T, MARINETTE
White Lake-V, LANGLADE

_ Oconto Falls CATV
. Wisconsin Communities Served

Oconto Falls-C, OCONTO

Northem Lakes Cahie TV e

Friday, February 22, 2002

Wisconsin Cable Communications Association



Wisconsin Communities Served

Birchwood-T, WASHBURN
Exeland-V, SAWYER .

: -'-'Gziman-v TA‘;’LGR
Lake Hatcambeﬂ' CHIPPEWA
Mikana-T, BARRON -

: Mmong-‘v WAS%%BURN

P _--..;'--__.Tregam?” WASHBBR& | o
e :Weyarhaeuser«'\! RUSK
: "-Wi_n_te_r»\/__ SAW‘:’ER -
Walworth Céii-lity Cablevision -
Wisconsin Communities Served

Darien-V, WALWORTH

Wlscensm s Small Cable Systems -

e S&K T}’SYStems, Inc e e s S e e

Friday, February 22, 2002

Wisconsin Cable Communications Association



Wisconsin's Small Cable Systems

. Western Wisconsin Communications 2500 2 ansa e 0

Wisconsin Communities Served

-.Alma Center-V, JACKSON
Arcadia-C, TREMPEALEAU
- Blair-C, T REMPEALEAU
Eleva-V, TREMPEALEAU
Ettrick-V, TREMPEALEAU
Fairchild-V, EAU CLAIRE E
C Gal&svzlie-c TREMPEA&.EAU o R
----:.rHlxtonm\/ JACKSE}N e R R e
. Humbird-T, CLARK v T mah
'-‘-"_“independencevc TREMPEALEAU R
Merrillan-V, JACKSON - :
Osseo-C, TREMPEALEAU
Pigeon Falls-V, TREMPEALEAU ¥
Pigeon-T, TREMPEALEAU v
Strum-V, TREMPEALEAU
Taylor-V, JACKSON -
Trempealeau-V, TREMPEALEAU

Friday, February 22, 2602 . : _ Wisconsin Cable Communications Association



CITIZENS’ UTILITY BOARD

For immediate release, November 5, 2001
For more information:
Steve Hiniker, CUB (608) 251-3322
Doug Johnson, Wisconsin Merchants Federation (608) 257-3541

Ameritech Shattérs Records for Rate of Return

Ameritech of Wisconsm filed a report with Federal Communication Commission showing that it
achieved a record setting 42% rate of return on its investments in 2001, Ameritech, which is

Wisconsin’s largest ‘unregulated telephone monopoiy, set recorcis for the highest number of
consumer cemplamts over ’the same penod

This 200{) rate of reium of 4’7% by SBC Wisconsin compares with 2.5% for Verizon in New
York, 22.7% for the entire Bellsouth area, and 6-8% for the three largest providers in the
competitive long distance industry.

“Until customers have a choice for alternative service Ameritech will continue to ignore its
service problems. It is cheaper for Ameritech to ignore its customer needs and pay fines for

rotten service than it is for them to fix the problem,” said Steve Hiniker, Fxecutive Director of
the Citizens” Utility Board.

“Customers will not achieve any benefits of deregulation until real competition exists in the
: market}:xlace, added Doug J ohnson general counsei to the Wzsconsm Merchants Federanon

Accordmg to recent ﬁgures from the Pub!uc Servlce Co*nmlssmn of Wzsconsm Amemtech still
com‘rois 94% of all of the residential telephone service in its territory.

Wisconsm has seen complaints rise coas;stenﬂy since deregulation in 1994, Complaint levels

this year are more than 600% }ngher than they were in 1993 — the last year of fully regulated
Vlocal telephone service.

The Wisconsin Merchants Federation and the Citizens’ Utility Board are working together to
promote legislation that will bring competition to the local telephone industry.

A

Citizens' Utility Board 18 N. Carroll Street Suite 300 Madison, Wi 53703
{608) 251-3322 {B08) 251-7609 FAX  websile: waw.owiscub.org email staff@wiscub.org
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» Ameritech criticized over PSC inspection

Union contract prohibits monitoring, company says

By LEE BERGQUIST

of the Journal Sentinel staff
Business & MOneY 1« Updated: Feb. 26, 2002
Investments
Technology

Wisconsin's top utility regulator sharply criticized Ameritech on
Tuesday after the company blocked her agency from observing
workers at a customer service center in Appleton.

Personal Finance

WorkPlace/Careers

AP Businass Wire

. . After getting complaints from customers, the state Public Service
Special Features: - Commission planned to visit the call center Feb. 20 to see how the
s o ophone.company. employees documented m‘{eractmns wzth customers.

But PSC staff were rebuffed after Ameritech said a union contract with
the Communications Workers of America prohibited anyone but the
company from monitoring its employees.

"They made a direct challenge to our reguiatory authority, and I don't
think that we can tolerate it, and we are gomg to go right back and get
what we need,"” said Ave Bie, the agency's chairworman.

Ameritech grappled with widespread service troubles in 2000, and
since that time, both the PSC and the company say service has
improved.

But in this latest incident, regulators are concerned that customer
service operators are not accurately reporting conversations with
customers on matters ranging from billing problems to ordering new
service.

In a small sample that the PSC ultimately obtained, 31% of the
workers compiling the records failed to enter the name of the caller,
and 24% of the time they used vague language such as "checking
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7 information" that did not explain why the customer called Ameritech.

:‘}‘
S . . CLASST
Bie said that state law allows the agency to make the inspections and Jobs
supersedes union accords. She cited a law that reads, in part, "the ggi%
nLing
commission, its agents or examiners may enter a premises occupied by  paal get
a public utility to make any examination." Persona
Coupons
o Gift Cerl
Commission member Joe Mettner agreed. %m.p@
General
o Obits
- "Obscure clauses in union contracts cannot be used as a pretext to B
prohibit a PSC examiner from making such observations when the ;i",,,.m"::‘,‘j
statutes provide clear authority for us to do so,” Mettner said. Print Err
. Online €
Dunline A

Ameritech spokeswoman Blair Klein downplayed the dispute, calling  Oniney
- 1 : 1 f 1 : . W Advertis
ita smal-} issue that has be@n resolved to everyone § satisfaction. B

~In trymﬁ to smke a baiance between its union and the agency that

regulates it, Ameritech believes it reached an agreement with the PSC
by letting personnei into the Appleton facility two days later and
allowmg them to examine reports filed by operators after they talked
with customers, Kiein said.

The PSC agreed to a compromise at the time and looked only at
records produced by operators that represented less than 6% of the call
center's work force.

The agency said the matter is not over.

_If thc comnnssmn belxeves zt needs more mformatxon, it wﬁl demand
10 observe operators on the job and monitor their actions remotely -

just as Ameritech's own managers do, said PSC spokeswoman
Annemarie Newman.

This type of oversxght troublr::s Ter; Plnta, a staff representatzve for
District 4 of the Communications Workers of America, which
represents Wisconsin, Tllinois, Michigan, Indiana and Ohio.

Pluta's understanding of the situation is that the union is trying to reach
a compromise, but she said her members have a contract to protect

employees from unwarranted intrusions.

About 195 CWA members handle phone calls from customers in
Wisconsin and Indiana at the Appleton call center.

"We are definitely not trying to hide anything," she said. "We worked
long and hard to negotiate this.”

Appeared in the Milwaukee Journal Sentinel on Feb. 27, 2002.
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AMERITECH WISCONSIN
SERVICE QUALITY
PROBLEMS-2000

Milwaukee Journal Sentinel; November 15, 2000

Reed blamed Ameritech problems on three factors: "Incredibly” high
demand for company service, an unprecedented number of experienced
repair technicians who accepted an early retirement package, and heavy
spring and summer rains in southeast Wisconsin. ..

“Wé have fixed the problems,"” Reed added, noting that Ameritech has
spent 1.8 billion to replace and upgrade its equipment in the five-state

region in the past two years and added 800 employees in Wisconsin
alone.

Wisconsin State Journal,; November 16, 2000

 Ameritech Vice President Holly Reed said the service problems were
~because of unforeseen retirements, a tight labor market, bad weather
and an increase in demand for service...

"We have made great strides in improving our customer service,”" Reed
said, adding that she apologized to customers who had problems.




AMERITECH WISCONSIN
SERVICE QUALITY
PROBLEMS-1995

The Capital Times; December 15, 1995

An Ameritech spokesman acknowledged repair service was poor
during the summer, but said the problems are being resolved...

"Our service dzpped to levels that weren't acceptable to anyone,
including us," said Ralph Deptolla, an Ameritech spokesman n
Milwaukee. "We had a problem and we're fixing it.",

Deptolla said the summer's heavy rains and heat waves stressed
equipment at the same time an unexpectedly large number of

technicians took early retirement.
Wzsconsm Smte Jozzmal August 25, 199:3

g Ralph Depto}la an Amemech spokesman ack:nawledged the receﬁﬂy
lagging service, aimbutmg it to weather conditions and reduced work
force due to the company's recent streamlining efforts...

"We are committed to fixing our service pmblems as qmckly as we

possibly can. Good weather and our commitment to improving service
will have a positive effect on our quality,” he said.

Milwaukee Journal Sentinel; August 24, 1996

Deptolla said the company has fixed the problems that caused last
year's service woes...

"It's time to close the book on year-old news," Deptolla said.
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'Amer_itech troubles rated as worst

By LEE BERGQUIST
of the Journal Sentinel staff

Last Updated: Dec. 9, 2001

Service troubles that dogged Ameritech in 2000 turned out to be the
worst in the country, according to several measures in a new federal
report.

Ameritech's five-state operation ranked the lowest in four of seven
measures of customer service and finished next to the bottom in
another, the Federal Communications Commission reported in a

. Special Features: : .rewew of phone compames service quahty last year,

‘The FCC'S report &nderscores the depth of the probiem for the regmnal

Baby Bell last year in Wisconsin, Hllinois, Indiana, Michigan and
Ohio. The study said those troubles were generally worse than at other

-major local phon_e_ companies,

Ameritech Iﬁﬂkﬁd the lowest in compiamts mstaﬂmg residential

- service, repairing residential service and the length of time residential

customers initially were out of service.

The company ranked next to the bottom in the number of days
residential customers had to wait to install service.

After Ameritech hit the worst of its troubles last fall, Wisconsin
regulators say that the company has improved in 2001.

But Steve Hiniker, executive director of the Citizens' Utility Board, a
utility watchdog group, said the report shows just how extensive last
year's troubles were.,
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"This is what we get because of less regulation and inadequate wuns
competition,” Hiniker said.

02/27/2002
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Ameritech’s hopes to sell long-
distance service suffered a set-
back this week,when state regu-
ators ordered the company io
halt'testing on part of an impor-
ant system that monitors com-
setitors' access to its network.

The state Public Service Com-
nission told Ameritech that an

Vv

elaborate electronic testing pro-

- cedure is so riddled with errors

that the company can’t proceed
until the system is fixed.

The system in question is part
of Operational Support System —
the back-office operations com-
petitors use to communiecate with
Ameritech about moving custom-
ers from company {o company.

The system also helps keep

Phone company must fix errors Egc_ﬂim@ &igw

N

AMERITECH, From 1D

distance) on the shelf gathering

dust. That's how serious itisr
But Ameritech spokeswoinan
Blair Klein said greater ‘under-

standing and progress has been

made in the past weel-and-g-half

between the consultant, KPMG -

Oc:m&:.:m, and Ameritech; Klein
also said this week's develop-
ments wonld not slow  Ameri-

" the saine confidence in

- THURSDAY, DECEMBER 13, 2001 c MILWAUKEE JOURNAL SENTINEL

track of when competitors want
to buy portions of Ameritech's
networl. B

Having a workable bacKk-office
system is one of 14 steps local
phone companies must satisfy o
gain access to the long-distance

Cmarket — Ameritech now: sells

only locat service. The PSC's ac-
tions widerscore the difticulty in
opening the phone market o

Snr_,mHc:m.&m»mzamﬁmsmE.Emm.
consin. e

"We are absolutely oammhmmﬁ

-~ that the information we are pro-
- viding KPMG is accurate,” Klein

said. “But we are deferring test-
ing until we provide KPMG: with

that we have.”

~ Meltner rejected such Eﬁ. wmw..
ing he has attended meetings

where Ameritech has tried “to

our: data

complete competition.

So far, the PSC and a consul-
tant hired to build a system that
tests Ameritech's back-office sys-
tem have expressed frustration
with the process, in part, because
Ameritech constantly re-states
figures. on how it is transacting
business with competitors.

Commissioners decided Tues-
day that Ameritech could net

SC _oam._. puts Ameritech’s long-distance plan on hold

proceed with a more intensive
part of the testing until it starts
providing reliable data. )
“My basic comment to Ameri-
tech is 'Knock it off,” " PSC mem-
ber Joe Metiner said. “The jong-
er you delay, it assumes the
functional eguivalent of puttinp
(the company's eniry into long

Please see AMERITECH, 2D

- - E.

place the onus on KPMG for fail’
ing tobe more.clear, or putting
off problems to other depart-

ments of Ameritech.

This week’s developments “just
confirims what.we have been teli-
ing people,” said James W. But-
man, president of TDS Metrocom
Inc. of Madison. Butman has
complained frequently that
Ameritech has been reluctant to
open its network to competitors,

1.3;,:. kB j.!m
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| Ameritech i*ings up strong profits

. Alled e
Phone company weathers an otherwise rough year D
e By LEE BERGQUIST N
ews ; of the Journal Sentinel staff E-
Busingss & Mon : " Last Updated: Nov. 7, 2001 a], \
Business News {ggﬁ
Lovastments At a time when more than 100,000 Ameritech customers in Wisconsin
Teshnelogy were hit by poor service last year, the phone company's operations Alfie
Persenal Finance here recorded its highest profits in at least five years. comple:
WorkPlace/Carsers . st
AP Busi'ﬁess Wire . : : z 11 T technol
: 4 Ameritech Wisconsin earned $350 million on revenue of $1.4 billion, erganiz
... ™ figures filed with the Federal Communications Commission last month  |improv- .
Using another key measure of profitability, Ameritech Wisconsin {1 How
carned a return on equity of 42% last year - far higher than any of the
other Ameritech states of Illinois, Michigan, Indiana and Ohio.
. ‘ Our So
Hlinois earned a return of 30% and parent company SBC Enterps -
Communications Corp. eamed 26%. By comparison, the entire eBusing
telecommunications industry averaged a return last year of 8.6%. ffmﬁﬁ
Return on equity tells shareholders how well their money is being —Inte:
spent. It is calculated by dividing the net worth of a company by its net | Broject
: Tethnol
income. +eLinol
Ameritech spokesman David Saltz said he could not explain why the Get O:

company performed better in 2000 than any year since 1996. He
explained the reason earnings jumped 194% from 1999 was because
Ameritech paid taxes in '99 on profits from the 1998 sale of 23 phone
exchanges to CenturyTel Inc. of Monroe, La.

As for why Wisconsin's returns were so much higher than the rest of tatits
the Ameritech region, he said: "Each state has its own unique

http://www jsonline.com/bym/news/nov01/ameral 10701 .asp 11/08/2001




oM wSRARRLE. JD \FLELELE
~

y J
‘ AL _
— =

¢ 5
Need Halp?

Searching Archives
Wireless Access
Site Topics

Table of Contents
Contact Staff

Subsceriptions

http://www.jSonline.cam/bym/news/novO 1/ameral10701.asp

Pageg Gf 3

operating environment."

Ameritech earnings soared at a time when the company came under

heavy fire from regulators across the Midwest for its inability to ii‘_bfsz
promptly respond to repairs and other requests for service. During gﬁﬁ,
parts of the summer and fall, customers sometimes had to wait more Eg"%jt‘"‘?;t
than a week to get their phones working. Fersona
) Coupons
Gift Cer
Ameritech blamed heavy rains and a shortage of repair crews for much éﬁﬂ@é
of the problems. But the company's own employees and others charged QS&“*“"%”“*
that the regional Bell - despite high-tech infrastructure investments -
had failed to spend enough on poles, wires and other equipment close ?:ﬁ%ﬁ
to the end user. Print Err
Online E
Coline A
In Wisconsin, state regulators levied penalties in the form of credits to Onfing ¥
custorners totaling $10 million. Ameritech also issued credits of $3.5  Adverts
million.
The profit report drew criticism from the Citizens' Utility Board,
which is part of a coalition that says Ameritech has exploited its
market dominance and has been slow to open up its network.
"We think this is a direct relation between Ameritech's willingness to
make profits for their shareholders and its unwillingness to make
necessary investments in its infrastructure,” said Steve Hiniker, CUB's
executive director.
"The only reason they can do this is because they are a monopoly -
there is no competition.” - :
~ Citing figures from PSC by the end of 2000, Hiniker said that
independent phone companies have only 6% of Ameritech's market.
Last month, PSC member Joe Metiner told a legislative panel that
lawmakers might want to consider giving his agency more authority
over phone companies. Mettner said the PSC regulates only about 20%
of Ameritech's revenue in Wisconsin. S '
Saltz disagreed and said competition is "alive and well” in Wisconsin.
He noted that 48 different companies had 383,638 lines, or about 16%
of the market as of August.
Saltz said last year's earnings gave the company the capital it needed
to spend more on equipment and personnel and improve service;
annual investment in infrastructure since 1996 have risen from $155
million to $330 million. '
As for service, he said PSC figures show the number of complaints has
fallen.
11/08/2001
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And few competitors dared to cross it.

Today a lot has changed -- but not in the way Congress
expected. Now known as SBC Communications Inc., the
company dominates local phone service in 13 states and
controls a third of the nation’s phone lines. Annual profits
have more than tnpled to $7.2 billion. And several of its

erstwhile rivals are in bankm;ptcy, leaving many
~ government officials across its region fununc

"We had a vision that we would have major players
competing for our business, that there would be at least
two choices forall of us," says Michigan Gov. John
Engler. "That has not happene:d and’ that isa great
frustration to me." S

Retorts Edward E. Whitacre Jr., SBC's combative chief
executive: "Our markets are unequivocally open.”

The San Antonio company 's rise is part of a dramatic
consolidation of power in the nation’s $112 billion-a-year
local telephone market. Far from losing out to their
competitors, the four remaining Baby Beiis -~ SBC,

Advanced Search

& Symbolis) € Nanr
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Verizon Communications Inc., BellSouth Corp. and Qwest
Communications Intematmnai Inc. -- now form one of the
most powerful blocs in the business world. With control of
more than 90% of the nation's local phone lines, they're on
the verge of storming the long-distance market as well.
One measure of their market heft: Average local phone
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bills have jumped 17% since the Telecommunications
Reform Act of 1996 went into effect, according to the
advocacy group Consumers Union.

At a time when economic forces are leading industry after
industry to gravitate toward a few major players, the
troubles of telecom reform aren't unique. America's skies
are dominated by six big carriers despite more than two
decades of airline deregulation. Tearing down government
restrictions on interstate banking has left that industry
overshadowed by a few megabanks, And the once-diffuse
cable business is now an oligopoly: If Comcast Corp.'s
planned merger with AT&T Broadband goes through,
three companies will control 65% of the U.S. market.

Still, few
regulatory
overhauls have
flamed cut more
——— | visibly -- or cost
investors more --
than the one that
sought to bring

Number of iocal telephone Imes.sawed by
SEC Commurications, In miffong

5,

H

Afler Taning T
Argfisch

A
Afiar Dead

50 - MewE Ergiard Torcam |

Aftnr bardig

Pagilic 8ai | _ some
25 : competition to
America's dial
s k | tone. Scores of
© 1863 %6 ST 'S ‘4% 0R 01 companies that
Sowrce: the vempany | were formed in

recent years to
take on the Bells
have stumbled badly, and dozens are in bankruptcy
proceedings or have shut down.

Many policymakers now concede that it may be
impossible to foster meaningful competition from within
the local phone industry. Michael Powell, chairman of the
Federal Communications Commission, argues that
competition will come from without, as the powerful
players that control the cable and wireless phone industries
accelerate efforts to offer voice and data services.

"Many people make the mistake of assuming that big is
somehow bad,"” says Mr. Powell. "But of course there will
be big companies, and when you look at the investment
that telecom requires, there should be."

The 111-page telecom reform bill, signed into law in
February 1996 after two years of negotiation, was
patterned in many ways after the successful deregulation
of long-distance in the 1980s. Back then, AT&T Corp.
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was stripped of its Bell monopolies by court edict and
forced to rent its long-distance network to rivals, such as
MCI Communications Corp., while the upstarts assembled
their own nationwide networks.

For the Bells, the Federal Communications Commission
decided to implement the new law by using a carrot and a
stick. If they proved they had opened their local phone
networks to competitors, the Bells would get permission to
enter long-distance within their home territories. And if
they didn't, an intricate network of fines was established,
to be assessed by federal and state regulators.

One thing lawmakers and investors didn't adequately
contemplate, however, was how hard it would be for
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Internationat Inc, <y
PRICE

CHANGE
U.8. dollars

Comeast Corp. CLA((C
PRICE

CHANGE
U.8. dollars

ATET Corp. (T)
PRICE
CHANGE

U.8. dollars

CoreComm Lid. (COM
PRICE
CHANGE

competitors to replicate the Bells' main asset: control over
the "last mile" of wires into America's homes.and
businesses. The other thing: how fiercely the Bells would
fight to defend that asset. . = ' =
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None of the regional Bell giants has been as aggressive as
SBC, which began to attack the FCC almost immediately
after the agency began unveiling rules and regulations
designed to put the act into place. The company blasted

the agency for moves such as requiring it to allow competitors to lease access tc
network and equipment.

*Relations really deteriorated in the summer of 1997, when the FCC rejected SB
. application to sell long-distance service in Oklahoma. The FCC said that the ap;

was woefully lacking, noting, for instance, that SBC cited as evidence of local
competition four residential customers served by tiny Brooks Fiber Properties Ii
though all four were employees of that company using the service on an experir
basis. The rejection infuriated SBC officials. "~ = - ' - '

"The FCC is playing games with us," complained Mr, Whitacre a few days after
decision. The 60-year-old engineer, who got his start in the phone business clim
during summer breaks in college, believed the agency was being far too strict,

SBC then went to court, arguing that the act was unconstitutional because it img
special restrictions on Bells trying to sell long-distance that didn't apply to their
competitors, and that regulators had overstepped their authority. The company I
constitutional lawyer Lawrence Tribe and filed its sweeping, complex lawsuit it
court in tiny Wichita Falls, Texas. SBC won an initial round but lost on appeal.

The early clashes with the FCC and the f)mspect of losing customers to competi
cemented Mr. Whitacre's desire to get bigger. Phone lines were the company’s t
says Mr. Whitacre, "and we were best off to enlarge that business.”

In April 1996, three months after the act was passed, Southwestern Bell announ
billion deal to buy Pacific Bell, which serves the huge California market. Then,

file://C:\Documents%20and%20Settings\Akorbitz\Desktop\Task%20Fcrce % 20-%20work... 02/15/2002
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1998, Mr. Whitacre reached for the big prize -- the $62 billion acquisition of Ar
the former Bell that serves the five-state Midwest region.

An Immediate Pledge

Recognizing potential regulatory opposition to its growing might, SBC officials
immediately pledged that the combined company would be a torchbearer for loc
competition by attacking 30 large markets in the heart of other Bells' territorjes.
these 30 new markets and the regions it currently serves, SBC will offer service
nationwide to 180 million people -- two-thirds of the U.S. population," the comy
vowed when it closed the deal in 1999,

But as it was promising a grand entrance across the nation, the company helped
craft lax standards for keeping that promise.

Under these standards, in each market SBC promises to serve outside its own tu
company is required to serve as few as three homes. It has to install or lease on!
piece of switching equipment in each market in the first three vears after the me
company eventually must install additional switching equipment in the markets.
required to seek more custormers. :

"Our game plan is to meet the merger commitments to the letter of the law,"” say
Gilliam, the SBC vice president in charge of meeting regulatory standards for g
long-distance. So far, the expansion hasn't gotten very far. SBC closed an office
last year only two weeks after opening it with 40 employees. Similar retrenchme
occurred in Tampa and Seattle.

- Formany regulators, the Ameritech merger was a turning point in the effort to i -

competition into local phone service. "One of the biggest concerns was that Am

the most progressive and innovative of the Bells, was going to be absorbed by §
had a well-earned reputation for doing everything they could to slow down com
says Bob Atkinson, who headed the FCC's common-carrier bureau during the 1r

Soon after the Ameritech merger, consumer advocates and local officials say, se
quality in the Midwest plummeted as large numbers of employees left. Custome
forced to endure Jong waits for new phone lines or repairs in record numbers. A
the aggravation were sales tactics that officials in several states have complaine:
aggressive and misleading. Customers trying to take care of routine matters like
copies of bills couldn't get service until they'd listened to sales pitches that some
involved misleading labels like "the basics" for expensive packages of add-on s

"They keep you on the phone for 45 minutes before you can even get a real pers
Arthur J. Zaccanti, a resident of Clinton Township, Mich. "Who is watching ou!
consumer here?” .

Around the country, SBC has racked up $188 million in penalties since 1999 fo
meet competition and service requirements. Last month, the FCC proposed slap
with a $6 million fine, one of its largest penalties ever, for failing to meet stand:
opening its former Ameritech markets in the Midwest to competitors.

ﬁle:l/C:\Documents%20and%208ettings\Akorbitz\Desktop\Task%20Force%20-%20work... 02/15/2002



WSJ.com - Article

Page 50f7

SBC officials are exasperated by the fines, which they say are blown far out
at atime when they are meeting standards more than 90 of the time, Company
say they gauge performance according to 100,000 measures every month, and e
gaffes can trigger automatic penalties. "It's impossible not to pay money,'

counsel Jirn Ellis. "And every time you do, you get a headline. It's an abs

of

" says
urd sys

For example, the company says it paid nearly $50,000 in a three-month period 1
for taking between 1.07 seconds and 1.35 seconds to send certain electronic res;
competitors in Indiana and Wisconsin over its electronic systems. The standard

failed to meet is response within one second. The company wants the standard ¢
two seconds.

Perception Problem

"Obviously we had our problems in the Ameritech region," says William M. Da

former commerce secretary in‘the Clinton administration, who is now SBC's pre

"And now there's a knee-jerk perception that there are problems, when the data
it up.” SBC says service in the Midwest is now back to where it was before itw

tailspin, and in some areas it's better than it has been in more than a decade.

All told, the company says, competitors are serving 12 million lines in its territc
has devoted 6,600 of its 193,000 employees to meeting their needs. Competitor:
to gain market share, although at a rate half that of a year ago, according to anal
cites as evidence of its good faith the fact that regulators have granted it permiss
provide long-distance service in five states.

But competitors who connect to the old Ameritech system complain that contim

‘bungling by SBC s hurting them because their customers naturally blame them
- something goes wrong. Competitors also complain that wholesale prices for lea:

of Bell networks are often arbitrary and intentionally anticompetitive.

In Ohio, SBC charged competitors an administrative fee of $111.86 per line eve
they signed up a customer or moved an existing customer onto a different intern
framework that's better for the competitors. In Michigan, regulators let Amerite
only 34 cents for making the same switch. It took Ohio regulators nearly a year
the fee down to 74 cents.

SBC knew its $111.86 fee would never stick and that it would have to refund th
difference between its rate and the one the state set, contends Jerry Finefrock, fc
LDMI Telecommunications, a company based in Hamtramck, Mich., that provis

distance, Internet and local phone service. "They did that deliberately as a barric
entry," he says.

CoreComin, a rival carrier based in New York City, says in an antitrust suit it fi
SBC in an Ohio federal court that the Bell giant owes it $3.6 million in reimbur:
the overcharge. Its suit says when CoreComm switched customers from one for
wholesale ordering to another at SBC, a behind-the-scenes process that shouldn
affected service, many customers lost their phone service entirely, had calls mis
got services they never ordered, which CoreComm was billed for.
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SBC says the suit is a misguided attempt to turn a billing dispute into an antitru;

Both CoreComm and Mr. Finefrock complain that SBC continues to cling to ary
policies that push up their costs and make competing for local customers madde
expensive. The company's internal systems for handling orders remain woefully
inadequate, say rivals who claim that the difficulties slow them down and force

intervene manually in matters that should be handled with a few keystrokes on :
computer.

"They are a very, very aggressive company. There's no doubt about that," says ]
Harvill, head of the Illinois Commerce Commission, which narrowly approved -
Ameritech merger in 1999. Last year, Ilinois regulators got into a confrontation
Whitacre after trying to force SBC to share its data lines with competitors. Mr. "

sent an angry letter threatening to slow the company's rollout of speedy Internet
regulators didn't ease off. SBC later made good on the threat.

"Saying they'll withhold DSL from that many people is really concrete evidence
you're dealing with a textbook monopolist,” says Mr. Harvill,

SBC says it can't put huge investments at risk when regulators keep changing th
and often force it to offer rivals facilities and services below cost,

As SBC has postponed its broadband rollout to 100 cities, Gov. Engler is worric
businesses in Michigan are losing a competitive edge. Whirlpool Inc. of Benton
Mich., for example, has to conduct trials of its Internet-controlled appliances foi

in Kansas City, Kan., where there is widespread broadband access available to ¢
homes.

- Mr. Whitacre makes no-apologies for the DSL slowdown and givé._s evefy -"sig_nifff'
~ to escalate his battle with regulators. "Somebody needs to stand up and say wha
believe,” he says. :

Write to Shawn Young at shawn.young @wsj.com, Yochi I. Dreazen at
yochi.dreazen@wsj.com and Rebecca Blumenstein at rebecca.blumenstein@ws
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