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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter, on the Commission’'s own motion,
to consider Ameritech Michigan's compliance
with the competitive checklist in Section 271 of
the federal Telecommunications Act of 1996.

Case No. U-12320
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SBC AMERITECH MICHIGAN’S
SUBMISSION OF THREE CONSECUTIVE MONTHS
OF ACTUAL PERFORMANCE RESULTS
AND INDEPENDENT PERFORMANCE AUDIT REPORTS
ISSUED BY ERNST & YOUNG LLP

Consistent with the schedule established in the Commission’'s September 16, 2002
Opinion and Order in this case, Michigan Bell Telephone Company, d/b/a SBC Ameritech
Michigan (hereinafter “Ameritech Michigan”) is filing herewith three consecutive months of
actual performance data, together with two Independent Audit Reports issued by Ernst & Young
LLP (“E&Y”) dated October 18, 2002. Comments on this performance data and the E& Y audit
reports are due on November 5, 2002, and replies are due on November 20, 2002.

One of the final remaining items for Commission review, prior to Ameritech Michigan
filing a Section 271 application at the FCC, is an evaluation by the Commission of actual
performance results. (See February 9, 2002 Order, at 1 13.) Accordingly, the attached Affidavit
of James D. Ehr updates the record in this case with actua performance results for the months of
June, July and August 2002, the most recent three consecutive months of performance data
available. The Ehr Affidavit also supplements the record with two independent third party audit

reports from E&Y that examine Ameritech Michigan’s compliance with the Commission’s



approved performance measures business rules, and Ameritech Michigan's performance
measurement reporting systems and controls.*

As the Ehr Affidavit demonstrates, Ameritech Michigan is providing interconnection,
access to network elements and wholesale services to requesting Michigan competing local
exchange carriers (“CLECS’) in a nondiscriminatory manner in compliance with the statutory
checklist requirements of Section 271 of the federal Telecommunications Act of 1996 (“the 1996

Act’).

l. LEGAL FRAMEWORK FOR SECTION 271 ANALYSIS OF
PERFORMANCE DATA

As this Commission is well aware, Ameritech Michigan reports performance data
pursuant to 150 detailed metrics established by the Commission. These performance
measurements cover pre-ordering, ordering, provisioning, maintenance and repair, and billing
functions Ameritech Michigan performs in connection with making Section 271 competitive
checklist items available to Michigan CLECs. The measurements cover the three modes of
competitive entry envisioned by the 1996 Act — competitor-owned facilities, unbundled network
elements (including UNE-P), and resale — along with other wholesale products and services
included within the competitive checklist. To demonstrate checklist compliance, Ameritech

Michigan must show that it is currently furnishing, or is ready to furnish, each checklist item in

! See “SBC Ameritech’s Notice of Intent to Supplement the Record,” filed in this case on

July 30, 2002.



quantities that competitors may reasonably demand and at an acceptable level of quality.? The
FCC uses a two-part test to evaluate compliance: First, for checklist items that are analogous to
those that Ameritech Michigan provides to itself, its customers or its affiliates, the
nondiscrimination standard requires Ameritech Michigan to offer requesting carriers access that
is “substantially the same” in terms of quality, accuracy, and timeliness.® For checklist items that
have no retail analogue, Ameritech Michigan must offer access “sufficient to alow an efficient
competitor a meaningful opportunity to compete.”

As established in numerous Section 271 orders entered by the FCC, performance
measurements provide valuable evidence regarding Ameritech Michigan’s compliance or
noncompliance with individual checklist items.® However, the FCC does not view any particular
metric as dispositive of checklist compliance.® Nor does the FCC consider “that the parity and
benchmark standards established by state commissions represent absolute maximum or minimum
levels of performance necessary to satisfy the competitive checklist.”’ Rather, these
performance standards represent informed and reliable attempts to objectively approximate

whether Ameritech Michigan is serving Michigan CLECs in substantially the same time and

manner compared to itself, or in away that provides them a meaningful opportunity to compete.®

See, eg., Inre Joint Application by SBC Communications Inc., et al. for Provision of In-
Region, InterLATA Services in Kansas and Oklahoma, 16 F.C.C. Rcd. 6237, 1 28 (2001)
(“Kansag/Oklahoma 271 Order”).

Seeid.

Seeid.

Id. 71 31.

Id.

Id.

Id.
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The ultimate determination of whether performance is consistent with the statutory requirements
is a contextual decision based on the totality of the circumstances.®

To the extent there is no datistically significant difference between Ameritech Michigan's
provision of service to Michigan CLECs and to itself, or to the extent wholesale service meets or
exceeds the Commission’'s performance benchmark, this Commission need not look any

further.*°

Where a statisticaly significant difference exists, however, the Commission should
examine the evidence based on the totality of the circumstances to make its determination of
whether the statutory nondiscrimination requirements are met.}* This analysis includes (1)
explanations as to whether these differences provide an accurate depiction of the quality of
performance, (2) the degree and duration of the performance disparity, (3) whether the
performance is part of an improving or deteriorating trend, (4) whether performance differences
are dlight, or occur in isolated months, and thus suggest only an insignificant competitive impact,
and (5) whether the reported performance data is impacted by factors beyond Ameritech
Michigan’s control. *?

In short, the determination of whether Ameritech Michigan has demonstrated compliance
with the statutory standards of Section 271 is ultimately a judgment that the FCC makes -- with
important input from this Commission in its consultative role -- based on its expertise in
promoting competition in local markets and in telecommunications regulation generally.*® The

FCC however has not established, nor does it believe it appropriate to establish, specific

objective criteriafor what constitutes “ substantially the same time and manner” or a “meaningful

9 Id.

10 Id.

1 Id.

12 Id. 9 31-32.
13 1d. 1 29.



opportunity to compete.” ** Whether this legal standard is met can only be decided based on an

analysis of specific facts and circumstances, considered in their totality.

. AMERITECH MICHIGAN'S PERFORMANCE RESULTS
SATISFY SECTION 271 REQUIREMENTS

The attached Affidavit of Mr. Ehr demonstrates that Ameritech Michigan is providing
nondiscriminatory interconnection, unbundled access and wholesale services to Michigan
CLECs in compliance with the checklist requirements of Section 271.

The Ehr affidavit focuses on the most recent three months for which performance data are
available (June, July, and August of 2002). In each of these months, there were nearly 1,100
separate submeasures at the state aggregate level for which data was collected and results were
calculated. Ameritech Michigan’s performance measurement results at the state aggregate level
for the three-month period June 2002 through August 2002 are presented in Attachment A of the
Ehr Affidavit.'® These performance results are further broken down by each checklist item in
Attachments C-L of the Ehr Affidavit.

Ameritech Michigan has maintained high performance levels in Michigan. As is
apparent from the volume data in Attachments A-L, the bulk of CLEC activity in Ameritech

Michigan relates to use of the Unbundled Network Element-Platform, along with the use of

14 Id.

15 Id.

16 The Ehr affidavit analyzes performance results on a statewide basis consistent with the
approach required by the FCC. Ameritech Michigan also reports performance results on
a geographic disaggregated basis as required by the Michigan Commission’s business
rules. The geographic results for June through August as attached hereto as Attachment
A-1.



unbundled loops. The results for both of these offerings are grouped under Checklist Item 4.
Ameritech Michigan met or exceeded approximately 93.5 percent of its performance standards
related to provisioning and maintenance in these key areas. Overall, Ameritech Michigan met or
exceeded over 94 percent of its standards for provisioning activities, and over 95 percent of its
standards for maintenance: the two functions that are most visible to the consumer. Ameritech
Michigan’s performance was particularly strong in meeting due dates for installation or repairs.
Further, Ameritech Michigan substantially met or exceeded performance standards with respect
to pre-ordering activities, in which CLEC service representatives obtain information about an
end user, typically while the end user is on the phone. And Ameritech Michigan issued order
confirmations and order completion notices on a timely basis, both overall and with respect to
high-volume products and services like the UNE-P.

Ameritech Michigan’s performance results are similarly strong for each of the other
major categories of services provided to Michigan CLECs. For example, the rate of call
blockage on interconnection trunks has consistently been one-hundredth of one percent, well
below the one percent benchmark. Ameritech Michigan met or surpassed benchmark
performance levels in at least two of the past three months for 91.7% of both the coordinated
conversions (i.e., hot cuts) and local number portability (LNP) measurements with at least ten
data points. Ameritech Michigan achieved parity (or benchmark standards) in at least two of the
three months (June 2002 through August 2002) for al (100%) those measures having sample
sizes of at least ten data points in the Operator Services/Directory Assistance, Directory
Assistance Database, and E-911 measure categories. Finally, Ameritech Michigan met or

surpassed nearly 96 percent of its performance standards with respect to resold services.



Although Ameritech Michigan experiences some performance “misses,” the Ehr
Affidavit considers those “misses’ in their totality and demonstrates that they are not significant
or consistent deviations from the applicable standard, that corrective action has been taken where
appropriate, and that many of the “misses’ occurred in low-volume categories. Therefore, based
on the totality of the facts and circumstances, Ameritech Michigan is in compliance with

nondiscrimination requirements of the Section 271 competitive checklist.

1. AMERITECH MICHIGAN’'S REPORTED PERFORMANCE
RESULTS ARE RELIABLE

As the Ehr Affidavit further demonstrates, Ameritech Michigan has implemented the
Michigan business rules and has instituted internal controls to ensure that its reported
performance results are accurate and reliable. Ameritech Michigan’s reporting system is open to
inspection by Michigan CLECs and this Commission. In particular, as required by the
Commission in Case No. U-11830, Ameritech Michigan's performance measures results are
subject to an annual audit. Further, if CLECs have concerns regarding performance measures,
the issues may be raised at the six-month review sessions. Ameritech Michigan will also conduct
a data reconciliation upon CLEC request to address the accuracy of any reported data disputed
by any CLEC.

In addition to these controls, Ameritech Michigan has committed to continuing those
sections of the BearingPoint OSS Test dealing with performance metrics, in particular tests PMR

4 and 5,7 subject to future direction from the Commission or Commission Staff. Thus, any open

17 The Performance Metrics Review (“PMR”) is one portion of the comprehensive OSS

Test conducted by Bearing Point. The PMR section is made up of 5 separate evaluations.



issues associated with PMR 1 -5 can be handled outside of the 271 review process. As
Ameritech Michigan has previously stated, resolution of these open issues does not have to be
completed in order for the 271 process to proceed.

Finally, Ameritech Michigan is supplementing the record in this docket with independent
audit reports of its performance measurement results for March — May 2002. E&Y provided two
final “Report of Independent Accountants’ to Ameritech Michigan. Copies of these two final
audit reports dated October 18, 2002 are attached as Attachments N and P to the Ehr Affidavit.!®
Many of the findings noted by E&Y have aready been addressed; E&Y has reviewed the
corrective action taken and those corrections are reflected in the June-August data presented
here. Further, as represented during the technical workshops during the week of October 14,
2002, Ameritech Michigan has engaged E& Y to audit each of the remaining corrective actions
Ameritech Michigan implements in response to E& Y October 18, 2002 audit reports.

E&Y’s first independent audit report, covered an examination of SBC Ameritech’s
conformity with the Michigan Business Rules, Version 1.8, in reporting its performance
measurements results for the months of March, April and May 2002 in Michigan. E&Y’s audit
report concluded that: “In our opinion, considering the Company’s interpretations of the
Business Rules discussed in Attachment B and except for the material noncompliance described
in Attachment A, the Company complied, in al materia respects, with the Business Rules during
the Evaluation Period.” E&Y then listed individual exceptions that were defined as “ materia” to

a specific performance measurement, either because they changed the measurement’ s status from

18 Attachment O contains E&Y’s Supplemental Report, which was requested by the

collaborative participants on August 21, 2002. A change log that show the changes from
the September 23, 2002 draft reports will be provided by E&Y no later than October 25,
2002.



“make’ to “miss’ or because they affected the performance level by 5 percent or more. Mr.
Ehr's Affidavits discusses each area of noncompliance in Attachment A and each interpretation
in Attachment B in the context of the performance results as a whole. (See Attachments Q and R
to the Ehr Affidavit.) Based on that discussion, and taken in context, Ameritech Michigan's
reported performance results are reasonably accurate and reliable. For example, E&Y’s audit of

Ameritech Michigan’s implementation of the Business Rules identified the following issues:

Section |l. Restatements

Restatements of March-May 2002 results that Ameritech Michigan already had made,

and such restatements changed the original parity or benchmark attainment/failure.
The impact of these changes however were small: less than 1% of the PMs reported
for March, 2.1% of the PMs reported for April and 1.1% of the PMs reported for May

Restatements of March-May 2002 results that Ameritech Michigan already had made,
but such restatements did not impact parity or benchmark attainment/failure. The

Report identifies 13 different issues affecting various PMs, however none of these
impacted final results.

Section I11.  Prospective Changes

Performance that was reported in error during the Evaluation Period, where the error

has been corrected by Ameritech Michigan on a prospective basis, but has not yet
been restated. E& Y has verified that the corrective action has been taken, except were
noted. E&Y identifies 18 different issues in this category affecting various PMs.

Section |VV. Other Identified I ssues

Performance that was reported in error during the Evaluation Period, where the error
has not been corrected nor have results been restated by Ameritech Michigan. E& Y

identifies 32 issues in this category affecting various PMs.
A detailed assessment of and response to each exception (other than the restatements
adready implemented at the time of the E&Y Report and these, by definition, are already
reflected in the datain this filing) is provided in Attachment Q to Mr. Ehr’s affidavit. Therefore,

when viewed in proper context, Ameritech Michigan's performance reporting is accurate and



reliable. For example, E&Y’s business rule audit demonstrates that a very small number of
restatements, less than 2%, resulted in a change from a “make” to a “miss.” Likewise, E&Y’s
transaction testing demonstrate that Ameritech Michigan’s performance results are accurate. For
example, of the 64,560 performance measure (“PM”) transactions tested, E&Y noted 815
exceptions, or an overal error rate of 1.26%. In 10 out of the 18 PM families that E& Y audited
the noted error rate was 0%. In particular the major OSS functions were strong: pre-order (7%);
ordering (2%); provisioning (0%); maintenance (0%) and billing (0%). As Mr. Ehr’'s Affidavit
demonstrates, virtually all of the errors identified with pre-ordering and ordering have been
addressed, and the remaining identified errors have been or will be corrected in the next few
months.

E&Y’s Attachment B to its Report discussed and listed “interpretations made by
management related to their application of the Business Rules.” Based on their review, E& Y did
not consider these interpretations to be “exceptions’ to compliance with the Business Rules.
Attachment R to Mr. Ehr's Affidavit provides Ameritech Michigan's reasoning for each
interpretation made. Many of these have been discussed in the current six-month review, with
preliminary agreement reached by the collaborative participants on updates to the Business Rules
to reflect the interpretation Ameritech Michigan has made. With the exception of a few of the
performance measure/interpretation issues listed in E&Y’s Attachment B to its Report.
Ameritech Michigan believes each interpretation listed is correct and appropriate. The specific
few items where the interpretation has been determined to require updating will be changed to
better reflect the letter and intent of the business rules are identified as such in Attachment R to

Mr. Ehr's affidavit. These changes, however, do not materially affect the performance data

10



presented, and in most cases will result in improved performance — in other words, the
interpretations used for the performance data herein are conservative.

E&Y’s second independent audit report assessed the effectiveness of Ameritech
Michigan’'s controls over the processes used to calculate and report performance measurement
results in accordance with the Business Rules. E&Y identified two processes that may lack
certain controls. As shown in Mr. Ehr’'s Affidavit, these control issues are limited. In the first
area dealing with computer programming, the appropriate staff supporting the affected PMs have
been educated on the Ameritech Michigan performance measurements, the Ameritech Michigan
performance reporting process, and the Ameritech Michigan change management process. They
have implemented required changes to the PMs and have been effectively managing the
implementation of these PMs for the past 4 months.

The second area addressed manua collection and processing of data. As Mr. Ehr's
Affidavit demonstrates, Ameritech Michigan has increased its focus on manual performance
measurement processes. Where efficient and economically feasible, those processes have been
automated. Where they have not been automated, additional manua controls have been
designed and implemented (e.g. process check sheets, multiple data input reviews, etc.). At the
same time, these measures must be kept in perspective. Manual summarization of performance
data occurs where the volume of transactions involved is not sufficient to warrant a mechanized
process. The measurement categories involved here were not significant in the context of the

overall data reported.

11



V. CONCLUSION

The local market in Michigan is open and competitors have gained approximately 28% of
the access lines in Ameritech Michigan's service area. This significant and dramatic increase in
market share reflects the fact that Ameritech Michigan is providing nondiscriminatory access to
each of the competitive checklist items, consistent with the requirements of Section 271. The
data herein bear out what the market has already made clear.

The purpose of the Commission’s review in this proceeding is to fulfill its obligation to
consult with the FCC pursuant to Section 271(d)(2)(B) of the 1996 Act when Ameritech
Michigan files a Section 271 application at the FCC. Ameritech Michigan intends to file its
application at the FCC in December of this year.’® Based on the record created over the past two
and a haf years, including the performance data and audit results included with this filing,
Ameritech Michigan respectfully requests that this Commission recommend that such

application be approved by the FCC.

19 See “SBC Ameritech Michigan's Supplemental Notice of Intent to File Application

Under Section 271 of the Telecommunications Act of 1996,” filed in this docket on July
30, 2002 indicating it planned to file at the FCC in the fourth quarter of this year.
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In the matter, on the Commission’'s own motion,
to consider Ameritech Michigan's compliance
with the competitive checklist in Section 271 of
the federal Telecommunications Act of 1996.
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PROOF OF SERVICE

STATE OF MICHIGAN

)
) SS.
COUNTY OF INGHAM )

Mindy D. Smith, being first duly sworn, deposes and says she is employed at Dickinson
Wright PLLC; and that on October 21, 2002 she served a copy of copies SBC Ameritech
Michigan’s Submission of Three Consecutive Months of Actual Performance Results and
I ndependent Performance Audit Reports Issued By Ernst & Young LLP upon the attached
service list via email and first class mail by depositing the same in a United States postal
depository, enclosed in an envelope, bearing postage fully prepaid in Lansing, Michigan.

Mindy D. Smith

Subscribed and sworn to before me,
a Notary Public in and for said County,
this 21% day of October, 2002.

Ty PA -
‘“ffrw,x: A &;»}fwjﬁf

%

Lra
Kristi A. Grieve, Notary Public
Ingham County, Michigan
My Commission Expires: 11/12/04
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