STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * k * %

In the matter of the application of
AMERITECH MICHIGAN for approvd of
ashared transport cost study and resolution
of disputed issues related to shared transport.

Case No. U-12622

' N N N N

At the March 19, 2001 meeting of the Michigan Public Service Commission in Langng, Michigan.

PRESENT: Hon. Laura Chappelle, Chairman
Hon. David A. Svanda, Commissioner
Hon. Robert B. Nelson, Commissioner

OPINION AND ORDER

History of Proceedings

On September 18, 2000, Ameritech Michigan filed an application for approva of a shared transport
cost study and to address related issues that Ameritech Michigan and the other parties to the collabora-
tive process in Case No. U-12320 were unable to resolve.?

The focus of the gpplication isanew product offering that Ameritech Michigan refersto as long-term
unbundled loca switching with shared transport (ULS-ST). ULS-ST combines two unbundled network

eements (UNES): loca switching, which provides access to the fegtures, functions, and capabilities of the

1Case No. U-12320 is the docket established to examine Ameritech Michigan’s compliance
with Section 271 of the federd Telecommunications Act of 1996, 47 USC 271, which specifiesthe
conditions for Ameritech Michigan to obtain authority to provide in-region interlLATA sarvice.



end office switch, and shared transport, which provides access to the locd tranamission facilities that
connect Ameritech Michigan's network of end office and tandem switches. Asafunctiond matter, it is
not possible to provide shared transport apart from unbundled loca switching. Ameritech Michigan
explains that it developed long-term ULS-ST to replace an interim arrangement that had been in effect for
one year and that both arrangements were necessary to comply with a condition of the Federa
Communications Commission’s (FCC) gpprovad of the merger with SBC Communications, Inc. (SBC),

which is now Ameritech Michigan's parent company. Applications of Ameritech Corp and SBC

Communications, Inc, for Consent to Transfer Control of Corporations Holding Commission Licenses

and Lines Pursuant to Sections 214 and 310(d) of the Communications Act and Parts 5, 22, 24, 25, 63,

90, 95 and 101 of the Commisson’'s Rules, 14 FCCR 14712 (1999) (Merger Order). Ameritech

Michigan dso explainsthat it is proposing the ULS-ST tariff in this case to comply with checklist
requirements pertaining to UNEs in Case No. U-12320.

At a prehearing conference on October 9, 2000, Adminigtrative Law Judge George Schankler
(ALJ) granted leave to intervene to Z-Tel Communications, Inc. (Z-Td), MCImetro Access Transmis-
son Sarvice, Inc. (WorldCom), Attorney Generd Jennifer M. Granholm (Attorney Generd), AT&T
Communications of Michigan, Inc., and TCG Detroit (collectively, AT&T), BRE Communications, LLC,
d/b/aMcLeodUSA, the Competitive Loca Exchange Carriers Association of Michigan, CoreComm
Michigan, Inc. (CoreComm), Globa Crossing Teemanagement, Inc., Long Distance of Michigan, Inc.,
and Sprint Communications Company L.P. The Commission Staff (Staff) aso gppeared and partici-

pated.
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The ALJ conducted evidentiary hearings on December 7, 8, and 11, 2000. Theresfter, AT&T,
Ameritech Michigan, the Attorney Genera, CoreComm, the Staff, Z-Tel, and WorldCom filed briefs,
and the same parties, except for the Staff and Z-Td, filed reply briefs.

On January 4, 2001, the Commission issued an order granting an application by CoreComm for
leave to apped the AL J s ruling denying a mation to introduce supplementa testimony and reopened the
record to permit the testimony to be cross-examined. On January 19, 2001, the ALJ conducted a
hearing to comply with the Commission’s order. Thereafter, CoreComm and AT& T, collectively, and
Ameritech Michigan filed supplementd briefs.

On January 30, 2001, the ALJissued a Proposal for Decision (PFD). On February 12, 2001,
Ameritech Michigan, WorldCom, and AT&T filed exceptions. On February 20, 2001, Ameritech
Michigan, WorldCom, AT& T, CoreComm, Z-Tel, the Attorney Generd, and the Staff filed repliesto

exceptions.

Cogt Study

The PFD recommends approva of Ameritech Michigan’'s ULS-ST cost study asfiled. The ALJ
rejected WorldCom’ s clams regarding an excessive non-conversation time assumption and the
caculation of trunk investment. WorldCom excepts to both determinations.

In addressing non-conversation time, WorldCom states that the cost study effectively assumes that
1.4 minutes of each call represents non-billable usage of the telephone network. As an example,
WorldCom notes that non-conversation time includes the period when someone picks up a telephone

receiver to make avoice cdl, but prior to the call being picked up on the other end. WorldCom suggests
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that 1.4 minutes of non-conversation time for atypicd cdl isimplausible, given that few persons would
wait that long for the called party to pick up the telephone.

In any event, WorldCom says, the purpose of the assumption isto compute the setup component of
the charges used to recover the costs. WorldCom suggests that adopting its position that switching costs
do not vary with usage and should be recovered in aflat or nearly flat port charge would automaticaly
correct the distortion caused by non-conversation time.

In reply, Ameritech Michigan arguesthat it isimproper to assume that the wait before someone picks
up the telephone accounts for al non-conversation time. Ameritech Michigan says that non-conversation
time aso includes cals producing busy sgnds aswell as any time someone obtains adid tone without
completing acal. Ameritech Michigan clams that those actions use the network and incur costs.
Although Ameritech Michigan concedes that the assumption affects the costs alocated to the setup
charge, it adds that the total investment recovered through the combination of setup and usage charges
does not vary.

Ameritech Michigan notes that WorldCom did not propose a cost study adjustment based on the
non-conversation time assumption. Ameritech Michigan suggests that WorldCom’sred purpose was to
revive its argument regarding aflat rate structure, which the ALJ excluded from this case when he struck
the testimony of the WorldCom witness.

As noted by the ALJ, the cost study uses non-conversation time in the context of a cost study
methodology approved in Case No. U-11831. The Commission finds nothing improper with Ameritech

Michigan's consstent use of that methodology in this case. Moreover, it is reasonable to use the non-
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conversation time assumption to reflect the cogts that Ameritech Michigan incurs for the non-billable
usage of its network.

Asardated matter, on December 13, 2000, WorldCom and AT& T filed gpplications for leave to
apped the ALJ sdecigon to dtrike their testimony regarding the rate structure of unbundled local
switching. The ALJhad ruled that the testimony duplicated issues that the Commission had dready
decided in Case No. U-11831, which approved comprehensive cost studies covering Ameritech
Michigan's services and UNEs.

In the November 16, 1999 order in Case No. U-11831, at 16-17, the Commission evaluated the
rate structure for unbundled loca switching and, as a result, redlocated costs that had been recovered in
usage charges. The Commission agrees with the ALJthat it is neither necessary nor appropriate to revisit
the rate dructure in the context of another cost study limited in scope to Ameritech Michigan’s reconfigu-
ration of unbundled local switching and shared transport asa UL S-ST package. Thisis consstent with
the permissible scope of cost studies for new services set forth in the May 3, 2000 order in Case No. U-
11831, at 13, in which the Commission directed Ameritech Michigan to “ use the data and costs that
were used and gpproved in this proceeding.” The Commission affirms the ALJ sruling striking the
testimony.

In its exceptions, WorldCom aso argues that the ALJ erred in accepting Ameritech Michigan's
methodology for computing trunk port investment, which used the number of lines served by the trunks as
an input that determines trunk cgpacity investment. WorldCom argues that the most influentia factor for

trunk investment is the minutes of interoffice usage, not the line count.
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Ameritech Michigan sates that end-office trunk investment isin fact usage-sendtive and is afunction
of three variables: interoffice usage, line count, and trunk count. Ameritech Michigan further explains that
thereisadirect correlation between usage and line count; i.e., usage increases as lines are added.
Ameritech Michigan damsthat its methodology is more sophisticated because it factors dl of the
variables.

The Commission finds that Ameritech Michigan's methodology for calculating trunk investment is
reasonable. The record does not demondtrate that line counts are the only variable that drives trunk
investment or that adopting WorldCom' s gpproach would be an improvement over Ameritech Michi-
gan's.

WorldCom argues that the ALJ did not impaose the burden of proof on Ameritech Michigan.
However, the record indicates that Ameritech Michigan met its burden of persuasion with respect to the
cost study and devel oped an adequate record. None of the issues can be resolved on the basis of a
failure to meet the burden of proof.

The Commission finds that Ameritech Michigan’'s ULS-ST cost study should be gpproved. The
Commission further approves the rates resulting from the study that are set forth in the public version of
Exhibit A-8. Because modifications to the study are not required, there is no need to address how

Ameritech Michigan should make a compliance filing for the study.

IntraL ATA Toll Traffic

The ALJ recommended that Ameritech Michigan be required to make its shared transport facilities
available for comptitive loca exchange carriers (CLECS) to transport intraLATA calls to points beyond

Ameritech Michigan'slocd cdling areas. Ameritech Michigan had argued that when a CLEC sretall
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customer makes an intraL ATA tall cdl, the CLEC' s use of shared transport facilities should be restricted
to providing toll access, i.e,, the CLEC must route the call to the nearest point of presence maintained by
the customer’ s presubscribed interexchange carrier. At that point, the call would be handed off from the
Ameritech Michigan network to the interexchange carrier’ s (IXC) toll network. However, the ALJ
rgjected Ameritech Michigan's attempt to impaose this restriction and determined instead that Ameritech
Michigan should make its interoffice tranamission facilities avalable to provide an end-to-end path to the
cal destination that bypasses an IXC' sfacilities.

The ALJfound that the end-to-end use of shared transport for intraL ATA caling is technicaly
feasble, notwithstanding Ameritech Michigan's objections. He noted that Southwestern Bell Tdephone
Company (Southwestern Bell or SWBT), an SBC operating company, has been providing this type of
access to the shared network in Texas pursuant to an arbitration award issued under the authority of the
Public Utility Commission of Texas (Texas PUC)? and that this Commission reached the same result in
the November 20, 2000 order in Case No. U-12465, which arbitrated an interconnection agreement
between Ameritech Michigan and AT&T. The ALJdso found that Ameritech Michigan had dready
conceded the issue in an exchange of e-mails during its interconnection negotiations with CoreComm.

In its exceptions, Ameritech Michigan argues that the ALJ s recommendation isinconsstent with
federa law. Ameritech Michigan attributes the FCC' s dlence on the issue to the fact thet it has yet to
aoply the “necessary” and “impair” andysis to shared transport within atoll context, as required by
47 USC 251(d)(2). Ameritech Michigan contends that the focus of the federa policy implicated by

shared transport and UNES generdly islocd markets, and not competition in toll markets.

2Birch Telecom of Texas, Ltd, LLP v Southwestern Bell Tel Co, arbitration award (Texas
PUC Dockets Nos. 20745, 20755, Nov. 4, 1999).
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With reference to the FCC's Merger Order, Ameritech Michigan contends that condition 56 of the
merger, which requiresit to offer shared trangport under terms equivaent to that offered in Texas prior to
August 27, 1999, does not gpply in this case. Ameritech Michigan explains that SBC was not offering to
route CLEC toll traffic in Texas on avoluntary basis, but that SBC implemented the shared transport
arrangement under the compulsion of the Texas arbitration award, which postdates August 27, 1999 in
any event. Ameritech Michigan aso argues that merger condition 43 provides that the Texas arbitration
award is not portable to Michigan. Condition 43 statesin part:

This Paragraph shdl not impose any obligation on SBC/Ameritech to make available to a
requesting telecommunications carrier any terms for interconnection arrangements or
UNEs that incorporate a determination reached in an arbitration conducted in the
relevant State under 47 U.S.C. § 252, or the results of negotiations with a state commis-
son or telecommunications carrier outside of the negotiation procedures of 47 U.S.C.

§ 252(a)(1).

Ameritech Michigan adso clams that there are technical reasonsto restrict the use of shared trangport
againg end-to-end routing of intraLATA toll cals. Ameritech Michigan explains that the routing tables
located at its end office switches use the carrier identification code (CIC) of each customer’s
presubscribed 1XC to route atoll cal to the IXC's point of presence. To avoid routing the cdl to an

IXC, Ameritech Michigan says, one of two things must happen: ether the CLEC must have itsown CIC

to identify those calls, or the CLEC must share the use of Ameritech Michigan's CIC. Asfor thefirgt

3The source of the quotation of condition 43 used in this order isthe FCC' s website at
http://www.fcc.gov/Bureaus/Common_Carrier/Orders/1999/fcc99279.html. Ameritech Michigan
quotes the excerpt by replacing the first five words (“ This Paragraph shal not impose’) with the phrase
“[t]here shal not beimposed.” Ameritech Michigan's exceptions at 6. Without regard to whether it
was inadvertent, the misquotation is highly mideading in the context of the argument that Ameritech
Michigan is attempting to make.
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option, Ameritech Michigan dams that assgning new CICs would require it to modify the routing table,
which would be incongstent with the FCC requirement to provide ULS-ST through the incumbent loca
exchange carrier’s (ILEC) exiding routing tables. Ameritech Michigan further clamstha sharing its own
CIC isnot aviable option because it would be unable to distinguish between its and the CLEC straffic
for billing purposes.

Ameritech Michigan clamsthat the e-mall message that the ALJ found to be a concession by
Ameritech Michigan that it would alow CoreComm to carry intraL ATA toll calls, end to end, over its
shared transport facilities was taken out of context. Ameritech Michigan says that the e-mail does not
concede the pogtion thet it istaking in this case.

AT&T and CoreComm argue that Ameritech Michigan misstates federd law. They contend that the
FCC did apply the gtatutory “impair” andyssin finding that afalure to provide shared transport as a

UNE would impair the ability of arequesting carrier to use unbundled local switching. Implementation of

the Locad Compstition Provisions of the Telecommunications Act of 1996, Third Report and Order and

Fourth Further Notice of Proposed Rulemaking, 15 FCCR 3696, 3862-66 (1999), at paras. 369-79
(UNE Remand Order).* They argue that the FCC has not imposed restrictions based upon the local
cdling area and suggest that Ameritech Michigan is atempting to create a distinction between locd and
toll calling that does not exist in federd UNE requirements. Accordingto AT&T and Z-Td, an FCC

rule, 47 CFR 51.309, summarizes the FCC' s approach:

“The FCC issued this order addressing statutory unbundling requirements on remand from
AT&T Corp v lowa Utilities Board, 525 US 366; 119 S Ct 721; 142 L Ed 2d 834 (1999).
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An incumbent LEC shdl not impose limitations, restrictions, or requirements on

requests for, or the use of, unbundled network € ements that would impair the ability of a

requesting telecommunications carrier to offer atelecommunications servicein the

manner the requesting telecommunications carrier intends.
CoreComm saysthat federa law requires Ameritech Michigan to make its shared transport facilities
available to CLECs in the same manner that Ameritech Michigan itsalf uses those facilities to route both
loca and tall intraLATA cdling. Z-Td saysthat end-to-end routing would enable CLECsto avoid
unnecessary costs when competing with Ameritech Michigan.

CoreComm and the Staff argue that condition 56 of the SBC/Ameritech Merger Order obligates
Ameritech Michigan to make shared transport available for intraL ATA tall traffic. CoreComm maintains
that the regulatory compulsion behind the decision to offer shared transport in Texas does not matter
under condition 56. CoreComm says that the Texas arbitration award documents that Southwestern Bell
was in fact providing shared transport for intraL ATA tall caling in Texas prior to August 27, 1999 and
that it orders the company to continue to do so. CoreComm notes that condition 43 addresses the
portability of interconnection arrangements to other states, but that it does not ater the obligation to
provide shared transport in condition 56, which is independent of obligations created through intercon-
nection agreements.

AT&T finds the Texas arbitration award significant, lessfor itslegd effect, but more as corrobora-
tion of the technical feagibility of usng shared transport for intraLATA traffic. CoreComm agrees that
there is no reason why Ameritech Michigan cannot provide the type of shared transport that Southwest-

ern Bdl providesin Texas. AT&T, CoreComm, and the Staff argue that the Ameritech Michigan e-mail

sent to CoreComm stating that Ameritech Michigan “will processintraL ATA calls over shared transport

Page 10
U-12622



at the shared rate” provides further corroboration that Ameritech Michigan does have this functiona
capability.

AT&T and CoreComm say that Ameritech Michigan's clams of adverse technicd effects arisng
from the unrestricted use of shared transport were vague, unclear, and implausible. AT& T doubts that
assigning new CICswould require modifications to the switch or the routing table or that sharing
Ameritech Michigan’s CIC would create billing problems. The Staff and CoreComm say that Ameritech
Michigan is capable of sharing its CIC, asisthe practicein Texas. CoreComm says that Ameritech
Michigan isincorrect to interpret FCC rulings as rdlieving ILECs of a duty to provide customized routing.

The Commission regffirmsiits prior decison in Case No. U-12465 to require Ameritech Michigan to
make its shared transmission facilities available for routing intraL ATA traffic, including traffic that would
be rated astoll caling under Ameritech Michigan' stariffs. The Commission further finds thet this
outcome is mandated by the Merger Order. Asnoted by severd of the CLEC parties and the Staff,
condition 56 of the SBC/Ameritech merger requires Ameritech Michigan to “offer shared transport . . .
under terms and conditions, other than rate structure and price, that are substantially smilar to (or more
favorable than) the most favorable terms SBC/Ameritech offers to telecommunications carriers in Texas
asof August 27, 1999.” The Texas arbitration contains the finding that Southwestern Bell, an SBC
operating company, was providing shared transport for intraLATA toll caling based on arecord created
prior to August 27, 1999. The Commisson aso agrees with CoreComm that condition 43 does not

provide Ameritech Michigan with grounds for avoiding its obligationsin condition 56. The portability
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limitation in condition 43 affects obligations created through the arbitration process. It does not affect the
shared transport obligation specificaly and separately imposed by condition 56.

Asthe CLECs point out, the FCC's UNE Remand Order did apply the statutory “impair” test in
concluding that ILECs must provide shared transport, dthough it did not consider specific restrictions
based on locd cdling areas. The FCC's promulgation of 47 CFR 51.309 suggests that a restriction
based on local caling would not be proper under federd law.

Moreover, the FCC' s recent decision to grant Section 271 authorization in Kansas and Oklahoma
noted with approval SBC's commitment to provide LATA-wide shared transport in the manner that

Ameritech Michigan now seeks to withhold in Michigan. Joint Application by SBC Communications Inc,

Southwestern Bell Tel Co, and Southwestern Bell Communications Services, Inc, d/b/a Southwestern

Bdl Long Digance, for Provison of In-Region, InterLATA Sarvicesin Kansas and Oklahoma,

Memorandum Opinion and Order, CC Docket No. 00-217, FCC 01-29 (rel’d Jan. 22, 2001), at
para.174 (Kansas/Oklahoma 271 Order). SBC had memoridized that commitment in the K2A, O2A,
and T2A standardized interconnection agreements it offers in Kansas, Oklahoma, and Texas. Those
agreements are the model for comparable provisonsin the M2A that the Commisson is gpproving with
modifications in orders issued on January 4, 2001 and today in Case No. U-12320.

SBC affirmed to the FCC that it would fulfill its obligations to provide UNEs for intraLATA caling
as st forth in the Texas arbitration. In responding to aclam by Z-Td that SWBT was unlawfully
restricting CLECs from usng UNEsto provide intraL ATA toll service, SBC made the following

representations.
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[T]he Texas PUC has ordered SWBT to provide competitors with the ability to use

UNEsto provideintraLATA toll service. [Cited sections] of the O2A and K2A UNE

Appendices are exactly the same as those sections in the T2A UNE Appendix . . . .

SBC will interpret those sections of the O2A and K2A in exactly the same fashion that it

was ordered to in the Texas PUC' s arbitration award in Docket Numbers 20745 and

20755 (Award issued 11/4/99; Commission order 12/1/99). Thus, Z-Tel does have the

ability to use UNEsto provide intraL ATA toll service in Kansas and Oklahoma using the

O2A and K2A, either in their entirety or by invoking the Most Favored Nation (MFN)

cause. ...

Letter from Edwardo Rodriguez, Jr., Director-Federa Regulatory, SBC, to Magdie Roman Sdas,
Secretary, FCC, CC Docket No. 00-217 (filed Dec. 22, 2000), cited in the Kansas/Oklahoma 271
Order at para. 174 & nn.499-500. The FCC accepted those representations as follows:

Because we find that the O2A and K2A, by itsterms, do not restrict the use of [the

UNE platform or UNE-P] to provide intraLATA toll service in Kansas and Oklahoma,

and because we ry on SWBT’'s commitment to alow competing carriers to use UNE-

P to provide interLATA toll service in Oklahoma and Kansas, we rgject Z-Tel’sclaim.
Kansas/Oklahoma 271 Order at para. 174. Thisfinding supported the FCC's primary determination
that SBC had met the checklist requirement relating to UNE combinations.

In addition, the Commission’ s rgection of Ameritech Michigan's proposal to restrict how CLECs
use shared trangport for intraL ATA caling rests on authority provided by the Michigan Telecommunica
tionsAct (MTA). See MCL 484.2201; MSA 22.1469(201). The Commission finds that the proposed
restriction would withhold from the CLECs a network capahiility thet is available to Ameritech Michigan
in providing service to retail cusomers. Thisform of discrimination benefits Ameritech Michigan's
intraLATA toll business and impedesintraLATA competition. Because it may interfere with the CLECS
efforts to develop innovative loca cdling plans or market packages of loca and toll caling, it may dso

impede local competition directly. In the absence of a compelling judtification, it is unreasonable.
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Ameritech Michigan hasfaled to present any substantid technical justification for the redtriction. The
fact that another SBC operating company is providing shared trangport for intraLATA toll cdling in
Texas underminesits postion. Although Ameritech Michigan asserted that sharing its own CIC would
interfere with billing, it has not made a cogent record showing of technical obstacles that cannot be fixed.
The difficulty that purportedly prevents Ameritech Michigan from segregeting CLECS intraL ATA treffic
for billing purposesis unclear. However, Ameritech Michigan iswilling to make sysem modifications that
would prevent its network from carrying CLECS intraL ATA traffic to anon-locd destination. Although
not digpogtive of the issue, the admisson in an e-mail sent by an Ameritech Michigan employeeis further
evidence of its sysem'’ s ability to carry intraLATA toll calsin the same manner for dl carriers

Ameritech Michigan's rdiance on FCC requirements as a basis for not providing customized routing
isnot well placed. To support its position, Ameritech Michigan cited the FCC’ s order in Implementation

of the Locd Competition Provisons in the Teecommunications Act of 1996, Third Order on Reconsid-

eration and Further Notice of Proposed Rulemaking, 12 FCCR 12460 (1997) (Third Reconsideration
Order). However, that order did not foreclose CLECs from requesting dternatives to overcome the
operating limitations of ILEC routing tables, but, rather, it rejected an attempt by the Ameritech
Operating Companies to deny CLECs any and al access to those tables on proprietary grounds. The
Third Reconsderation Order further notes that ILECs must make customized routing available upon
request when it istechnicaly feasble.

The Commission need not decide which of the two approaches that Ameritech Michigan outlined for

routing CLECs intraLATA trafficismore feasble. On thisrecord, it is sufficient to find that providing
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shared trangport for intraL ATA traffic without local caling redtrictionsisitsaf technicdly feasible.
However, the Commission further finds that Ameritech Michigan may not implement syslem modifications
that make shared transport more burdensome to use or impose additional coststo useit on an
intraLATA basis.

Ameritech Michigan requests that the Commission consider two additional mattersiif it requires
unregtricted intraL ATA cdling. First, Ameritech Michigan says, congstent with prior Commission and
FCC decisons, the Commission must require the toll customer to be abasic locd exchange customer of
the CLEC that is providing the retail toll service. Because this question was not developed on the record
or briefed in detail, the Commission will not addressit in this order.

Second, Ameritech Michigan says that its cost study now requires revision, as the study it submitted
determines only the cost of locd cdling and does not reflect the increased usage of tandem switches and
increased mileage associated with toll caling.

AT&T, WorldCom, CoreComm, and the Staff oppose further revisons to the study on this ground.
AT&T and CoreComm say that there is no evidence showing that the current study undersates the
shared transport costs associated with toll calling. CoreComm claims that Ameritech Michigan’s origina
proposd to route dl intralL ATA toll cdling to an IXC would actudly increase tandem switching. The
Staff saysthat Ameritech Michigan's shared transport rates are comparable to the rates that Southwest-
ern Bell chargesin Texas. WorldCom says that the burden of proof regarding the cost sudy belonged to

Ameritech Michigan. AT&T, WorldCom, CoreComm, and the Staff contend that Ameritech Michigan
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has had ample opportunity to devise an gppropriate cost sudy and should not be permitted to rework the
Sudy moretoitsliking.

The record in the present case does not provide abasis for finding that there would be a materid
cost effect if the study were to undergo revison. In any event, Ameritech Michigan was aware that the
issue of using shared transport for intraLATA toll calling would be decided and could have taken that
Issue into account when it developed its study, but it did not. There isno reason to prolong this case with
further cost study revisons.

If Ameritech Michigan can demondrate that reflecting LATA-wide calling patternsin the tandem
switching and trangport mileage inputs of its current cost studies, as gpproved in Case No. U-11831 and
this case, would in fact have amaterid effect on ULS-ST cods, it may file an goplication to gpprove a
modified ULS-ST cost study within 30 days. However, the modifications must be limited to the cost
effects of non-loca LATA-wide cdling on shared trangport, and Ameritech Michigan may not change the
cost assumptions or study methodology in other respects that differ from those gpproved in Case No. U-
11831 and this case. Pending Commission action on an gpplication by Ameritech Michigan, Ameritech
Michigan must proceed to implement immediately the rates, terms, and conditions of ULS-ST that are
approved in thisorder. An gpplication to approve amodified ULS-ST cost study that fails to demon-
drate a substantid basis for making amaterial modification to the cost findings of this order may be

subject to sanctions under MCL 484.2209; MSA 22.1469(209).

Operator Services and Directory Assistance
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In the UNE Remand Order, the FCC determined that if an ILEC provides customized routing that
enables CLECs to obtain access to competitive operator services and directory assistance (OS/DA), the
ILEC would no longer be required to provide unbundled access to its own OS/DA savices® 15 FCCR
at 3890-904, paras. 438-64. The FCC found that there was a wholesale market providing competitive
dternativesto ILECS own OSDA sarvices and that many CLECs were sdf-providing their OS/DA or
were routing OS/DA cdlsto third-party OS/DA providers. However, the FCC further provided that if
the ILEC does not offer customized routing to afford access to competitive OSDA, the ILEC must
continue to provide OS/DA asa UNE.® UNE Remand Order at 3902-03, paras. 462-63.

In this case, the PFD recommends that the Commission rgject Ameritech Michigan's request to
discontinue providing its OS/DA on an unbundled basis at rates based on total service long run
incremental cost (TSLRIC). The ALJreasoned that the arrangements Ameritech Michigan offers for
routing OSDA callsto a CLEC s own OS/DA facilities or to athird party’s OSDA platform are not

compstitive reative to Ameritech Michigan’s wholesdle OS/DA service. In particular, the ALJ cited the

>The FCC required OS/DA unbundling in Implementation of the L ocal Competition Provisions
in the Tdecommunications Act of 1996, First Report and Order, 11 FCCR 15499 (1996).

*The UNE Remand Order explains how customized routing works as follows:

Customized routing permits requesting carriers to designate the particular outgoing
trunks associated with unbundled switching provided by the incumbent, which will carry
certain classes of traffic originating from the requesting provider's cusomers. This
feature would dlow the requesting carrier to specify that OS/DA traffic from its
customers be routed over designated trunks which terminate at the requesting carrier’s
OS/DA platform or athird party’s OSDA platform.

15 FCCR at 3891 n.867.
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cost of requiring CLECs to establish dedicated trunk facilities connecting each end office they serveto
their OS/DA platform. The ALJdid not specificaly direct Ameritech Michigan to implement the CLECs
preference for using shared transport facilities to aggregate OS/DA traffic at tandem switches, but he did
indicate that Ameritech Michigan could overcome technica obstacles posed by this dternative or
implement other solutions on afeasble basis. The ALJdso stated that it would be reasonable to require
Ameritech Michigan to demongrate the operationa feashility of its arrangements for routing calsto
third-party OS/DA providers before freeing Ameritech Michigan from the obligation to unbundle
OS/DA.

In its exceptions, Ameritech Michigan argues that the Commission accepted its position on OS/DA
in the January 4, 2001 order in Case No. U-12320 addressing the UNE platform (UNE-P). According
to Ameritech Michigan, the order implicitly found that wholesde OS/DA sarvices are available on a
competitive basis, that Ameritech Michigan has no obligation to charge TSLRIC-based rates, and that it
does offer customized routing for dternative OS/DA services, as required by the FCC's UNE Remand
Order. Ameritech Michigan further argues that the UNE Remand Order does not require an ILEC that
provides customized routing to prove further that there is a viable market for competitive OS/DA
services.

Ameritech Michigan contends that the CLEC intervenors complaint is not that Ameritech Michigan
falsto provide aworkable type of customized routing, but that it does not provide the type of routing
they want. Ameritech Michigan explains that customized routing enables the end office switch to route an

incoming OS/DA cdl to the appropriate trunk. 1n acknowledging that some CLECs want to use shared
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trangport facilities to aggregate OSDA traffic at tandem switches for routing to an OS/DA trunk,
Ameritech Michigan clams that its shared trangport facilities cannot accommodate OS/DA calling dueto
an incompatible OSDA dgnding protocol. Ameritech Michigan says that its own OS/DA traffic is
subject to the same technica congtraints and that it transports this traffic with separate trunks connecting
its end offices with its OSDA facilities. Ameritech Michigan states that no SBC-affiliated ILEC hasthe
capability to provide the routing requested in this case and that it is not aware of any other ILEC that can
do s0. Ameritech Michigan says that the customized routing arrangements it proposes are the same as
those found acceptable by the FCC in the Kansas/Oklahoma 271 Order. However, Ameritech
Michigan notes that a CLEC has the option of using the bona fide request procedure to request other
types of routing.

AT&T, WorldCom, and the Staff argue that Ameritech Michigan has not provided customized
routing that would make competing OSDA accessible and therefore it does not meet the FCC's
conditions for removing OS/DA from UNE dtatus. They suggest that a customized routing dternative that
isnot feasible or cost effectiveis not truly available for purposes of the UNE Remand Order. They aso
dispute Ameritech Michigan’s contention that the order in Case No. U-12320 resolved the OSDA
unbundling issue. AT&T saysthat the order indicates only that the Commission would accept Ameritech
Michigan’s commitment to continue to provide for OSDA in itstariffs. WorldCom says that the order
accepted Ameritech Michigan’s proposa to charge market-based OS/DA rates pursuant to tariff, but
that it did not address whether Ameritech Michigan must concurrently maintain a TSLRIC-based OS'DA

taiff.
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AT&T damsthat the redtrictive type of customized routing described in Ameritech Michigan's
ULS-ST tariff isnot usable from an operationa standpoint, primarily becauseit requires each CLEC to
establish a separate trunk connection to every end office it serves. Noting that there are gpproximeately
165 end offices in Ameritech Michigan’s sarvice territory, AT& T questions whether the proliferation of
trunks necessary for each CLEC to provide retail OS/DA servicesis possible from an engineering
gandpoint. WorldCom says that Ameritech Michigan did not point to any CLEC that currently uses
customized routing for OS/DA trafficin Michigan. AT& T and the Staff say that the Kansas/Oklahoma
271 Order did not address the issue of whether an ILEC must grant a CLEC' srequest to provide
customized routing at the tandem switch and alow the use of shared trangport to carry OS/DA calsto
thetandem. AT&T generdly objectsto any unnecessary redtrictions on using shared trangport in
connection with customized routing.

WorldCom's primary objection is that the sgnding protocol used on Ameritech Michigan's network
for OS/DA cdling isincompatible with WorldCom' s facilities usng Feature Group D. WorldCom argues
that Ameritech Michigan cannot meet the conditions of the UNE Remand Order until it resolves the
sgnding incompatibility.

WorldCom further argues that even if Ameritech Michigan were to comply with the UNE Remand
Order, the MTA would continue to require unbundled OS/DA. WorldCom says that this requirement is
part of the obligation to provide unbundled port components in Section 355(1), MCL 484.2355(1),
MSA 22.1469(355)(1), which, as defined in Section 102(x), MCL 484.2102(x); MSA

22.1469(102)(x), includes * access to directory assistance [and] operator services.” WorldCom notes
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that the Commission relied upon the MTA’ s unbundling authority in requiring Ameritech Michigan to
provide common transport in the January 28, 1998 order in Case No. U-11280 and cites other ordersto
gmilar effect.

Asan initid matter, the Commisson darifies that Ameritech Michigan has misread the January 4,
2001 order in Case No. U-12320 with respect to OS/DA. At page 10 of the order, the Commission
briefly noted that Ameritech Michigan had made some concessions on disputed issues, including the tariff
requirement for OSDA. The Commission adso noted that Ameritech Michigan was not conceding “that
OS/DA pricing will be TSLRIC-based.” By accepting Ameritech Michigan's commitment to file an
OS/DA tariff, the Commisson made no findings regarding whether Ameritech Michigan was under a
continuous obligation to offer OYDA asa UNE at TSLRIC-based rates.

The record supports the ALJ sfinding regarding the infeasibility and limited usefulness of the
customized routing that Ameritech Michigan proposes to accommodate the CLECs OS/DA require-
ments. The record indicates that providing this type of customized routing as the only dternative to
purchasing Ameritech Michigan’swholesdle OS/DA services at market prices (set by Ameritech
Michigan) would require each CLEC to establish dedicated trunksto every end office it serves. The
Commission finds that this aternative would be costly, inefficient, and burdensome. As WorldCom dso
notes, there are technica obstacles rdated to incompatible sgnaling protocols. The Commission further
agrees with WorldCom that it has authority under the MTA to require OS/DA to be offered on an

unbundled basis and to ensure reasonable access to comptitive aternatives.
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Ameritech Michigan has interpreted the customized routing conditions of the UNE Remand Order as
requiring less of it than the FCC intended. The judtification that the FCC provided for changing its
gpproach was that competitive OS/DA had become widdly available on a nationd basis and could be
readily accessed if the ILEC provided gppropriate customized routing arrangements. However, the FCC
did not suggest that an ILEC could arbitrarily implement any form of customized routing it desired,
without regard to whether that arrangement provided meaningful access to competitive OSDA
dternatives. The FCC emphasized instead that “ customized routing is necessary to access dternative
sources of OS/DA for competitors not deploying their own switches,” and that “[l]ack of a customized
routing solution that enables competitors to route traffic to dternative OS/DA providers would therefore
effectively preclude competitive LECs from using such dternative providers” UNE Remand Order, 15
FCCR at 3902, para. 462.

This concern is aso gpparent in the FCC' s discussion of the substantid cost of reconciling
WorldCom' s Feature Group D signading with other systems used by ILECs, adifficulty that WorldCom
rasesinthiscase. SBC had taken the position in the UNE Remand case that customized routing of
Feature Group D was not technicdly feasible for dl end-office switches. The FCC concluded that it
would “require incumbent LECs, to the extent they have not accommodated technologies used for
customized routing, to offer OSDA as an unbundled network dement.” Id., 15 FCCR at 3903, para.
463. The sgnificance of the point, in this Commission’s view, is that the FCC did not regard technicdl

Issues as problems for the CLECs done to address entirely at their own expense. Instead, the FCC
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directed both parties to attempt to devise technical solutions and, failing that, it required the ILEC to
make OSDA available asa UNE.

The Commission finds that Ameritech Michigan must continue to offer OSDA asaUNE at
TSLRIC-based rates. The obligation to provide unbundled OS/DA will continue in effect until Ameritech
Michigan provides reasonable accommodations for the problems presented by dedicated end-office
trunking and other technological issues that inflate the CLECS cost of obtaining access to competitive
OS/DA sarvices. When Ameritech Michigan believes that it meets the requirements relaing to providing
access to competitive OSDA sarvices, it may file an gpplication for authorization to remove OS/DA
fromitslist of UNEs. However, it may not remove OS/DA from UNE status without prior Commission

authorization.

Transiting

Ameritech Michigan defines trandting as providing CLECs with the capaility of routing their
outbound caling over shared transport facilities that connect Ameritech Michigan switchesto switches
belonging to other carriers. Although Ameritech Michigan’s ULS-ST tariff makes trangiting available,
Ameritech Michigan dlamsthat it is not obligated to provide trangting, but thet it is providing the service
voluntarily. The dternative to transiting would be for CLECs to use dedicated trunks to route calsto
non-Ameritech Michigan switches. The CLEC parties dispute that trangiting is voluntary.

The ALJinterpreted the FCC' s rules and orders to obligate Ameritech Michigan to provide

trangiting over exigting trangport facilities. The ALJ stated that an opposite conclusion would contradict
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the principle that unbundling requires an ILEC to provide other carriers with nondiscriminatory access to
the same facilities that it usesto provide service to its own customers.

Ameritech Michigan argues that the FCC' s rule defining shared transport, 47 CFR 51.319(d)(2)(ii),
precludes mandatory trangting. The rule defines shared transport as unbundled access to “transmission
facilities shared by more than one carrier, including the incumbent LEC, between end office switches,
between end office switches and tandem switches, and between tandem switches, in the incumbent LEC
network.” Ameritech Michigan contends that facilities linking one of its switches with another carrier do
not quaify under this definition, apoint it saysthe FCC darified by sating that “incumbent LECs must
offer only dedicated transport, and not shared transport, between their switches, or serving wire centers,
and requesting carriers switches.” Third Reconsderation Order, 12 FCCR at 12478, para. 28.
Ameritech Michigan also argues that Section 201(2) of the MTA, MCL 484.2201; MSA 22.1469(201),
requires the Commission to adhere to federd law. However, Ameritech Michigan statesthat it hasno
present intention to discontinue trangting.

WorldCom argues that federa law does not support Ameritech Michigan's position regarding
trangting. WorldCom asserts that the Third Reconsideration Order deals with transport links connecting
an ILEC s switch with a CLEC' s switching facilities and not a Stuation in which the CLEC subscribesto
the ILEC’sunbundled loca switching for its switching functions. WorldCom says that trangting does not
trangport calsto the “requesting carrier” referenced in the Third Reconsideration Order, but that it
provides a requesting CLEC with atransport link from the ILEC' s switching facilities to athird-party

carier. WorldCom says that, in defining shared trangport to include transport links * between end office
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switches, between end office switches and tandem switches, and between tandem switches, in the
incumbent LEC network,” the FCC did not make an exception for ILEC-owned trunks that transport
calsto the switches of other carriers. WorldCom notes that 47 CFR 51.315(b) prohibits an ILEC from
separating UNEsthat are dready combined. WorldCom and AT& T argue that it would be discrimina-
tory within the meaning of federal and gate law if Ameritech Michigan were to withhold unbundled
access to the facilities that it usesto trangt its own traffic to other carriers.

WorldCom and AT& T argue that the MTA authorizes the Commission to require trangiting.
WorldCom says that this requirement is part of the unbundling obligations in Section 355(1). WorldCom
and AT& T argue that Section 201 of the MTA does not confine the Commission to enforcing only those
requirements approved by the FCC, but that it empowers the Commission in broad termsto “exercise its
jurisdiction and authority consistent with” the MTA and federd law. MCL 484.2201(2);

MSA 22.1469(201)(2). AT&T arguesthat federd law does not preempt competitive requirements
imposed under the MTA if they do not conflict with FCC rules or federd policies. AT&T cites prior
arbitration orders dated November 26, 1996 in Cases Nos. U-11151 and U-11152, at 12, and
November 20, 2000 in Case No. U-12465, at 8, as requiring Ameritech Michigan to provide trangiting.

The Commisson finds that Ameritech Michigan’s attempt to tregt trangting as a voluntary offering is
without merit. Although Ameritech Michigan advances no reason why it might limit trangting, thereisthe
potentid that it could attempt to do so out of adesire to inhibit competition a some point in the future.
Notwithstanding Ameritech Michigan’s reliance on FCC pronouncements, areading of the Third

Recong deration Order does not persuade the Commission that the FCC meant to address trangting in
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clarifying which types of transport links must be provided as shared or dedicated transport. Moreover,
nothing in 47 CFR 51.319(d) forecloses the Commission from imposing a trangting requirement under
the MTA. Trandting is consstent with the FCC's principle that CLECs should have shared access to the
same transport facilities that Ameritech Michigan uses for its own traffic. Third Reconsideration Order,
12 FCCR a 12474-75, para. 22. Thiscongstency isdl that isrequired by Section 201(2) of the MTA.
It encompasses the facilities that Ameritech Michigan ordinarily uses to transmit calls that require
termination with other facilities-based carriers. The same principle isreflected in the MTA’ s unbundling

requirements. The Commisson reaffirmsits earlier rulings regarding trangiting in arbitration cases.

Reciprocal Compensation

Ameritech Michigan seeks to incorporate areciprocal compensation arrangement initsULS-ST
tariff that would require it and the exchanging CLEC to pay the same, or symmetricd, rates to each other.
Ameritech Michigan argues that symmetrica rates are mandatory in 47 CFR 51.711, that Commission
orders also impose symmetrica rate arrangements, and that there can be no difference between a
CLEC sand Ameritech Michigan’s cogts in exchanging traffic when the CLEC is using Ameritech
Michigan'sUNEs. Asan dternative, WorldCom suggests that the tariff provide an option for CLECs
using the UNE-P to account for reciprocal compensation with Ameritech Michigan on a bill-and-keep
basis.

The Commission regjects Ameritech Michigan's exception. The rates that another carrier chargesin a
reciproca compensation arrangement with Ameritech Michigan are not a proper function of Ameritech

Michigan' stariff. By the sametoken, it isnot permissible for Ameritech Michigan to impose conditionsin

Page 26
U-12622



its tariff thet relate to the local termination rates charged by other carriers. Because reciprocal compen-
sation arises from the interconnection of two carriers, asymmetrica rate structure is gppropriately

addressed in interconnection and arbitration proceedings.

Contract L anguage

AT&T proposes contract language to incorporate the determinations made in this order into its
interconnection agreement with Ameritech Michigan, which the Commission arbitrated in the November
20, 1999 order in Case No. U-12465. The Commission does not address AT& T’ s proposed contract
language, which is beyond the scope of thiscase. Parties to interconnection agreementsin which
disputed issues were deferred to generic cases should incorporate this order’ s determinations on those

issues in accordance with the directive set forth in the March 7, 2001 order in Case No. U-12465, &t 5.

The Commisson FINDS that:

a. Jurisdiction is pursuant to 1991 PA 179, as amended, MCL 484.2101 et seq.,;
MSA 22.1469(101) et seg.; the Communications Act of 1934, as amended by the Telecommunications
Act of 1996, 47 USC 151 et seq.; 1969 PA 306, as amended, MCL 24.201 et seq.; MSA 3.560(101)
et seg.; and the Commission’s Rules of Practice and Procedure, as amended, 1992 AACS,
R 460.17101 et seq,

b. Ameritech Michigan's gpplication should be approved except as modified by this order.

THEREFORE, IT ISORDERED that Ameritech Michigan shdl file the tariff sheets necessary to

comply with this order within ten days.
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The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to gpped this order must do so in the appropriate court within 30 days after
Issuance and notice of this order, pursuant to MCL 462.26; MSA 22.45.

MICHIGAN PUBLIC SERVICE COMMISSION

(SEAL) /9 Laura Chappelle
Chairman

/d David A. Svanda

By its action of March 19, 2001. Commissioner

/9 Dorothy Wideman /s/ Robert B. Nelson
Its Executive Secretary Commissioner
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In the matter of the application of
AMERITECH MICHIGAN for approvd of
ashared transport cost study and resolution
of disputed issues related to shared transport.

Case No. U-12622

' N N N N

Suggested Minute:

“Adopt and issue order dated March 19, 2001 granting an application by
Ameritech Michigan for gpprova of a shared trangport cost study and setting
rates, terms, and conditions for making shared trangport with unbundled locdl
switching available as an unbundled network element, as set forth in the order.”



