provision customers. UNE-P accounted for two thirds of the competitive lines used to serve
customers in 2004. This method of serving customers was eliminated when the FCC and the
courts overturned portions of the FCC’s Triennial Review Order (TRO). The ILEC’s obligation
to provide UNE-P to the CLECs at a regulated, cost-based price was, thus, eliminated. The
Commission assisted in the negotiations to transition customers in a timely and efficient manner.
Competitive providers transitioned customers from UNE-P to other methods, mostly by using
UNE-L or LW, which competitors purchase from AT&T Michigan and Verizon, at unregulated,
market-based prices. In 2008, Michigan again experienced increased mvestment in facilities
based infrastructure by the CLECs although the overall lines decreased. This is a positive sign

and an indication that the competitive landscape in the future years may be even more stable.
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Figure 13: Michigan competitive landscape in 2008.

The chart in Figure 13 depicts the competitive landscape in Michigan for 2008. When
compared to 2007 results, resale decreased slightly while LW arrangements decreased more
significantly than UNE-L. The percentage of lines served over CLEC owned facilities increased

from 25.1 percent to 32.5 percent.



The Commission continues to strive to meet its obligations under the MTA and monitor
current developments in the telecommunications arena to ensure the citizens of Michigan have
telecommunication service choices available to them. In March of 2008, the sunset provision
was eliminated from the MTA. This is an indication that the Govemor, Legislature, providers
and others are satisfied with the MTA provisions and Commission policies that are currently in
place related to the development and oversight of Michigan’s competitive market. Shouid any
issue arise that may warrant action, the Commission will apprise the Govemnor and the

Legislature.
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House Bill 4257 (Substitute H-6 as reported without amendment)
Sponsor: Representative Tim Melton

House Committee: Energy and Technology

Senate Committee: Energy Policy and Public Utilities

CONTENT
The bill would amend the Michigan Telecommunications Act to do the following:

-- Eliminate a provision stating that rates set by an intrastate switched toll access service
provider are just and reasonable if they do not exceed the rates allowed by the Federal
government for the same interstate services.

-- Require an "eligible" toll access service provider to set rates for intrastate switched toll
access services that did not exceed the rates allowed by the Federal government for the
same interstate services.

-- Prohibit other providers from charging intrastate toll access service rates that exceeded
these in effect on July 1, 2009, and require them to reduce the differential between
rates for intrastate and interstate toll access services by 20% each year from 2011 to
2015.

-- Establish an intrastate switched toll access rate restructuring mechanism, to exist for 12
years, from which an eligible provider could receive monthly disbursements to recover
the lost intrastate switched toll access service revenue resulting from rate reductions.

-~ Require the Public Service Commission (PSC) to compute the size of the initial
disbursement.

-- Require the restructuring mechanism to be supported by a mandatory monthly
contribution by all providers of retail intrastate telecommunications services and
commercial mobile service.

-- Require the PSC to establish the initial contribution assessment percentage, and adjust
the assessment as necessary to maintain sufficient funds.

-- Require the PSC to recalculate the size of the restructuring mechanism every four years.

-- Require the PSC to initiate an enforcement proceeding if a provider failed to make the
required contributions.

-~ Allow, rather than require, the PSC to investigate providers who received a reduced toll
access rate to ensure that they reduced customer rates by the same amount.

-- Delete a provision exempting basic local exchange providers with 250,000 or fewer
customers in Michigan from the section the bill would amend.

("Eligible provider” would mean an incumbent local exchange carrier as defined in the
Section 251 of the Federal Telecommunications Act (47 USC 251) that as of January 1,
2009, had rates for intrastate switched toll access services, and that provided the services
and functionalities identified by rules of the Federal Communications Commission {(FCC)
described in 47 CFR 54.101(a).

Under 47 USC 251, "incumbent local exchange carrier" means, with respect to an area, the
local exchange carrier that on February 8, 1996, provided telephone exchange service in the
area; on that date, was deemed to be a member of the Exchange Carrier Association; and is
a person or entity that, on or after that date, became a successor or assign of a member of
the Association.



Under 47 CFR 54.101(a}, the following services or functionalities must be supported by
Federal universal service support mechanisms: voice grade access to the public switched
network, local usage, dual tone multifrequency signaling or its functional equivalent, single-
party service or its functional equivalent, access to emergency services, access to operator
services, access to interexchange service, access to directory assistance, and toll limitations
for qualifying low-income customers.)

MCL 484.2310 Legislative Analyst: Juile Cassidy
EISCAL IMPACT

The bill would increase the responsibilities of the Michigan Public Service Commission. The
bill would require the PSC to administer a program to restructure interstate switched toll
access rates charged by telecommunications providers. The restructuring would consist of
limits on access charges and a system of assessments on and payments to certain
telecommunications providers.

The bil! would establish a fund in the Department of Energy, Labor, and Economic Growth,
referred to as the Intrastate Switched Toll Access Rate Restructuring Mechanism. This fund
would receive deposits from assessments levied on providers of retail intrastate
telecommunications services and providers of commercial mobile service, The assessment
rate would be determined by the PSC in an amount sufficient to cover its administrative
costs and disbursements from the fund to incumbent local exchange providers that were
required to reduce their access charges under the bill. The PSC would determine
disbursements according to a statutory formula based on data provided by the affected
companies. The restructuring mechanism would operate for not more than 12 years from
its inception. The PSC has estimated the initial size of the restructuring mechanism fund at
$16.0 million. '

The bill specifies that this program would operate independently of the State budget. The
assessment revenue would not be subject to appropriation or available for any purpose
other than the program created by the bill. The fund would earn interest and carry forward
into subsequent fiscal years.

Additional responsibilities of the PSC would include adjustment of assessment rates,
reporting, dispute resolution, and enforcement., The PSC would have the authority to levy
fines for violations of the program. These fines would be deposited into the General Fund.

Date Completed: 12-9-09 Fiscal Analyst: Elizabeth Pratt
Maria Tyszkiewicz
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This analysis was prepared by nonpartisan Senate staff for use by the Senate in its deliberations and does not constitute an
official statement of legislative intent.
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PROOF OF SERVICE

Michael A. Holmes, employed at Plunkett Cooney, being duly swom, affirms that on the
18" day of February, 2010, he caused to be served a copy of the Opposition of the
Telecommunications Association of Michigan to the Motion for Temporary Relief of Petitioners
ACD Telecom, Inc.; Daystarr, LLC; Clear Rate Communications, Inc.; TC3 Telecom, Inc.; and
Telnet Worldwide, Inc. upon the parties listed below at their respective street addresses by UPS
overnight mail:

Gary L. Field, Esq. Mike Cox, Esq.
Field Law Group, PLLC Michigan Attormey General
915 N. Washington Avenue G. Mennen Williams Bldg., 7™ Floor
Lansing, MI 48906 525 W. Ottawa Street
P.O. Box 30212
Lansing, MI 48909
Steve Hughey, Esq.

Assistant Attorney General
Public Service Division

6545 Mercantile Way, Suijte 15

Michael A. Holmes

Subscribed and swormmn to before
me this 18" day of February, 2010.
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Nancy Wingar, Notary Public

Oakland County, Michigan
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