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ORDER

BY THE COMMISSION:

Presently before the Commission are proposed changes (2008 PA PAP Updates) to the Pennsylvania Performance Assurance Plan (PA PAP).
  The proposed 2008 PA PAP Updates were filed with the Commission and electronically served on the parties by Verizon Pennsylvania Inc. (Verizon PA)
 on November 21, 2006.
  Notice of the opportunity to file comments and reply comments was provided to all members of the PA Carrier Working Group (PA CWG) and posted on the Commission’s website.
  Comments and/or reply comments were filed by Verizon PA; One Communications; Full Service Network; Cavalier Mid Atlantic, LLC (Cavalier); and the Office of Consumer Advocate (OCA).  Several rounds of discussions were held in the PA CWG without reaching a consensus.  Staff recommends adoption of the 2008 PA PAP Updates with modification as noted in this order.  
F0009:  Verizon PA’s implementation in Pennsylvania of certain changes in the PA Carrier-to-Carrier Guidelines (PA Guidelines) was expressly deferred until the requisite remedies changes to the PA PAP could be made.  Those requisite remedies changes are the subject of this order.  The specific metrics changes to the PA Guidelines were approved at F0009; it is the implementation of the changes that has been deferred to coincide with the conclusion of this docket.  (PMO II, M-00011468F0009, March 3, 2006, OP # 4).
  This order will direct the completion of F0009.

F0007:  Also deferred was Docket No. M-00011468F0007, opened May 27, 2005, to address proposed revisions to, inter alia, hot cut remedies.  On September 29, 2005, by Secretarial letter, we deferred action at F0007 pending consideration and resolution of proposals now incorporated into this F0011 proceeding.  The instant resolution of F0011 negates any further need for action at F0007, and this order will close F0007.  
I.  Background


The metrics in the PA Guidelines
 measure aspects of the wholesale service
 that Verizon PA renders to competitive local exchange carriers (CLECs).  The remedies in the PA PAP are self-executing and designed to recompense the CLECs if Verizon PA’s wholesale service fails to meet specified performance levels over specified time frames.
  The first PA Guidelines and PA PAP were adopted in Joint Petition of Nextlink PA, Inc.; RCN Telecommunications Services of PA, Inc.; Hyperion Telecommunications, Inc.; ATX Telecommunications; Focal Communications Corporation of PA, Inc.; CTSI, Inc.; Intermedia Communications, Inc.; MCI Worldcom; e.Spire Communications; and AT&T Communications of PA, Inc., for an Order Establishing a Formal Investigation of Performance Standards, Remedies and Operations Support Systems Testing for Bell Atlantic-PA, Inc., Docket No. P‑00991643, entered December 31, 1999, (PMO I), and were PA-specific.  Thereafter, in conjunction with agreements reached during Verizon PA’s 271 proceeding at M-00001435, Pennsylvania migrated to metrics and remedies patterned after the New York (NY) Guidelines and the NY PAP.  See PMO II, Docket No. M‑00011468, order entered December 10, 2002.
  The PMO II PA Guidelines and PA PAP have been modified several times since then.  See PMO II, Docket No. M‑00011468, F0002-F0004.
After further refinement, various states in the original Verizon footprint each independently adopted common, footprint-wide metrics and remedies (based on the NY models) with the proviso that each state may customize the Footprint Guidelines and the Footprint PAP as necessary in each particular state.  See PMO II, Docket No. M‑00011468F0005, entered December 16, 2004.  State-specific distinctions are noted in Footprint Guidelines and Footprint PAP as posted on the Verizon website.  By custom, proposed footprint-wide metrics changes are typically initially discussed in the NY CWG by Verizon, NY CLECs, and other interested parties.
  When the NY entities reach a consensus or impasse,
 the matters are presented to the NY Public Service Commission (NY PSC), which, after notice and opportunity for hearing in NY, generally adopts consensus items and resolves non-consensus items for use in NY.  The PMO II PA Guidelines and PA PAP have been further modified several times since F0005.  See PMO II, Docket No. M‑00011468, F0006, F0008, F0009, and F0010.
Proposed remedies and PAP changes, however, are not discussed in the NY CWG.
  Proposed remedies and PAP changes rather are initially a matter of negotiation between the NY PSC staff and Verizon NY.  Similar to the process for metrics changes, but without any collaborative input from the NY CLECs (or other entities) through the NY CWG, the NY PSC, after notice and an opportunity for hearing in NY, generally adopts uncontested remedies changes and resolves disputed remedies items for use in New York.  
Metrics and remedies changes that have been approved by the NY PSC are then presented by Verizon to each state using the Footprint Guidelines and Footprint PAP for respective consideration and adoption as footprint-wide changes for use in the respective states.  Several states in the Verizon footprint automatically adopt any changes approved by the NY PSC.  Pennsylvania does not.  
Instead, Verizon PA notifies this Commission, the PA CLECs, and the PA statutory advocates of proposed footprint-wide changes after NY PSC adoption by way of a proposed “update” to the PA Guidelines or PA PAP.
  This affords the PA CLECs, the PA statutory advocates, and Commission staff the opportunity for collaborative analysis in the PA CWG of any proposed changes and the ways in which the proposed changes may relate to Pennsylvania operations.  After discussion in the PA CWG, interested parties are given notice and an opportunity for hearing and/or comments in Pennsylvania prior to any Commission action on the metrics or the remedies used in Pennsylvania.  
As noted, Pennsylvania retains complete autonomy to develop, adopt, modify, or reject any footprint-wide changes to the Footprint Guidelines and Footprint PAP for Pennsylvania operations, as well as to develop, adopt, modify, or reject any specific metrics and remedies designed specifically for operations and market conditions in Pennsylvania.  
The remedies presently in effect in Pennsylvania were last modified by Commission order entered at Docket No. M‑00011468F00012, order entered January 31, 2007 (2007 PA PAP).  
F0009:  In our March 3, 2006 order at F0009, we approved the certain changes to the PA Guidelines but deferred implementation and monthly reporting of the changes until associated revisions to the remedies were resolved.  That change reflected the withdrawal of unbundled switching, line sharing, and related unbundled network element (UNE) arrangements pursuant to the FCC’s Triennial Review Order (TRO) and Triennial Review Remand Order (TRRO).  (Review of Section 251 Unbundled Obligations of ILECs, Report and Order and Order on Remand and Further Notice of Proposed Rulemaking, 18 FCC Rcd 16978 (2003) and Unbundled Access to Network Elements, Order on Remand, 20 FCC Rcd 2533 (2005), respectively).
  The parties in the PA CWG supported approving the UNE-P metrics changes and deferring implementation of the UNE-P metrics changes in the PA Guidelines until the corresponding UNE-P remedies changes to the PA PAP had been worked out and approved by this Commission.  UNE‑P remedies discussions were then still on-going at the NY PSC.  Verizon PA ceased offering or supporting the UNE-P products effective March 11, 2006.  

F0007:  The proposed F0007 PA PAP revisions addressed hot cut remedies, some audit findings, the interval for proposed changes and deletion of obsolete language.  The proposed changes were filed May 27, 2005, and are based on revisions to the NY PAP, adopted by the NY PSC on March 17, 2005.  On September 29, 2005, by Secretarial letter, we deferred action on F0007 based upon the consensus request of the PA CWG until then-pending (in New York) reviews and possible revisions of the Footprint PAP and NY PAP had been completed and the PA CWG had time to consider any resulting revisions (or inaction).  The deferral was without prejudice to the merits of any positions expressed (or not expressed) in support for or against the May 2005 proposed PA PAP revisions.  As noted above, the resolution of F0011 negates need for further action at F0007, and this order will close F0007.  

II.  Current 2007 PA PAP

The 2007 PA PAP comprises a system to calculate remedies payable when Verizon PA fails to meet or exceed the standards set for a select group of 254 metrics from among the 566 metrics defined in the PA Guidelines.  Verizon PA’s service rendered to CLECs is measured either (a) in terms of parity with analog retail operations or (b) against specific benchmarks.  A parity or comparative standard is used for measures of service where a Verizon PA retail analog service exists, and a benchmark or absolute standard is used for measures of service that have no equivalent retail service analog.  
In 2002, the initial PMO II PA PAP designated $146,750,000 “dollars at risk” to remedy instances of Verizon PA performance that did not appear to meet or exceed the standards set forth in the PA Guidelines and PA PAP.  The dollars-at-risk cap for the PMO II PA PAP was initially set at 39% of net local service revenues based upon ARMIS
 reports.  

Metrics deemed significantly important to CLECs with regard to their ability to compete in the telecommunications marketplace were selected for remedies based on several basic categories of service, with various metrics assigned to each category.  The current 2007 PA PAP is segmented into four categories:  Mode of Entry (MOE), Critical Measures (CM), Special Provisions, and Change Control.  Each category focuses on aspects of Verizon PA’s performance to CLECs in a different area of the competitive market.  

Mode of Entry:  The MOE remedies are intended to monitor Verizon PA’s wholesale performance over a number of separate functions.  These groups of metrics relate to the methods CLECs use to acquire facilities from Verizon PA in order to support the services that the CLECs provide in the local exchange market.  
There are a number of measures within each group that are evaluated every month at the aggregate CLEC level.  A scoring mechanism evaluates the service provided to the CLECs by Verizon PA on an aggregate basis as well as an individual basis every month.  Evaluations are conducted by way of statistical methodologies, and the CLECs are entitled to a minimum amount of bill credits if Verizon PA’s performance under any of the MOE groupings reaches (that is, drops to) an unacceptable threshold.  The amount of bill credits can increase with progressively poorer performance up to the “at risk” maximum for that segment.  In addition, these credits may be doubled
 if it is determined that Verizon PA has performed inadequately for three consecutive months in any individual MOE category.  The minimum threshold, from which bill credits are triggered, is intended to correspond with the level at which there is 95% confidence that the number of missed standards is more than would be expected from random variation, and, thus, that Verizon PA is providing discriminatory or inadequate service for that particular MOE grouping.

Mode of Entry comprises 204 measures.
  Under the current 2007 PA PAP, $50.49 million is at risk annually for the MOE portion of the PA PAP, which could become $100.9 million with the doubling provision, out of a total of $197.24 million (after doubling) for the entire PA PAP.  The $50.49 million is distributed among five MOE categories as follows:  Resale ($3.366); UNE – Platform ($30.294); UNE – Loop ($6.732); Trunks ($3.366); and DSL ($6.732).  Bill credits are rendered whenever an individual category’s weighted performance score falls below a minimum score (threshold) in any given month.  

The calculation of the weighted aggregate performance score involves a number of steps.  The first step is to assign a weight to each individual metric based upon the relative importance of that metric in determining whether the MOE is open to competition.  The possible values of the weights are 2, 5, 10, 15, and 20, with “2” representing a metric of relatively lesser importance and “20” signifying a high level of importance.  The next step involves assigning a performance score of 0, -1, or -2 to each metric.  The performance score for a parity metric is obtained by using a statistical comparison test (comparing Verizon PA’s own performance to that which the CLECs receive on an aggregate level) to assign a Z-score
 to the metric and then converting that Z-score to a performance score.  The performance score for a benchmark metric is determined by comparing the value of the metric to an absolute standard.  The following table summarizes how a performance score is calculated:

	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z >  -0.8225
	-1.645  < Z  ≤  -0.8225
	Z  ≤  -1.645

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%


A performance score of -1 for a given month may be changed to a 0 if Verizon PA maintains a performance score of 0 for the next two months for that specific metric.  This rule is known as the “-1 Recapture Provision.”  This allows one month of arguably poor performance to be erased by two subsequent months of arguably passable performance. 

The next step is to get a weighted performance score for each metric by multiplying its individual performance score by its corresponding weight and then dividing that by the total summed weights of all the metrics in that particular MOE grouping (this will result in a small fraction).  The final step is to calculate the aggregate MOE weighted performance score by summing all the individual metric weighted performance scores for the entire MOE group.  The aggregate weighted performance score will always be a negative fraction between 0 and -1.  An aggregated score of less than (that is, more negative than) the minimum threshold will trigger bill credits to eligible CLECs based upon their volume of units of service for that specific MOE category.  The lower (that is, more negative) the aggregate weighted performance score is, the greater the amount of bill credits to be distributed to the CLECs.  At the minimum threshold levels, the amount of bill credits available will be equal to 20% of the total monthly dollars allocated to that MOE grouping.  That amount will increase on a sliding scale as the aggregate weighted performance score decreases until the maximum threshold limit is reached, at which time 100% of the allocated dollars for that MOE category will be distributed.  The different MOE thresholds for the current PA PAP are as follows:

	Mode of Entry
	Minimum Threshold
	Maximum Threshold

	UNE – Platform
	-.25292
	-.67

	UNE – Loop
	-.24862
	-.67

	Resale
	-.24715
	-.67

	Trunks
	-.21429
	-1

	DSL
	-.23024
	-.67


Critical Measures:  The CM section of the 2007 PA PAP is designed to monitor performance that is considered “critical” to a CLEC’s ability to compete in the Pennsylvania market.  Therefore, if any of the designated individual critical measure metrics fail at the aggregate level for the month, all of the affected CLECs will be awarded bill credits if they experienced a “qualified miss.”  Critical Measures comprises 87 measures covering the general areas of pre-ordering, ordering, provisioning, maintenance, network performance, and the resolution of ordering and billing disputes.  The total dollars at risk for the Critical Measures section is $66,650,000 annually.  The distribution is UNE-P - $30,295,455, UNE-L - $10,771,717, Resale - $6,732,323, DSL - $6,732,329, Trunks - $8,078,788, Collocation - $1,346,465, Specials - $2,019,697, Resolution $673,232.

Critical Measures also uses the parity and benchmark methods.  Under the CM procedures, however, each individual metric results in a bill credit calculated based on how severely it failed relative to the minimum and maximum statistical probability level of 80% to 95% respectively (for parity measures) with maximum credits resulting from scores worse than the - 2 (95% confidence) level.  The total calculated credits are then divided among those CLECs who experienced service below the required threshold (that is, worse than that given to Verizon PA’s retail customers) in proportion to each CLEC’s “qualified misses.”  Again, the amount of money assigned to each metric is determined by its weight and the total value assigned to the submetric to which it is assigned, such as UNE-P, Resale, or DSL.  In addition, if a metric has not failed in the aggregate, there is a check to see if each metric score for an individual CLEC has failed at any level for two or more consecutive months.  If so, one third of the total dollars available for the metric is multiplied by that CLEC’s portion of the total “qualified misses” for the metric for the month.  The process is then repeated for the preceding month.

Special Provisions:  This section is designed to measure Verizon PA’s on-time performance for completing ordering functions as a percentage completed against a benchmark standard.  For the selected metrics, parity and benchmark standards also apply.  Special Provisions comprises 7 measures.  Total dollars at risk annually for this aspect is currently set at $22,880,000.
Change Control Assurance Plan:  This section is designed to measure the on time notification of system changes as well as the timeliness of software updates, releases and validations.  There are no retail analogs for this service.  All standards are benchmarks.  Change Control comprises 4 measures.  Total dollars at risk annually for this aspect is currently set at $6,730,000.
III.  Changes to the NY/Footprint PAP – 

Predicate for Verizon PA’s Proposed 2008 Changes to the PA PAP
A.  New York Changes


Verizon PA timely notified the Commission and the PA CWG of the adoption of the revised NY PAP in Case 99-C‑0949.  The revisions in the NY PAP were triggered by the FCC’s TRO and the TRRO which significantly reduced the categories of UNEs that RBOCs (regional Bell operating companies) such as Verizon are required to offer at TELRIC prices to CLECs.  As a result, the UNE‑P metrics and related metrics were removed from the NY Guidelines
 and the NY PAP.  
Additionally, a number of other metrics and entire subcategories with little or no activity in New York in recent years were also eliminated from the NY Guidelines and the NY PAP.  These removals have resulted in a significantly reduced the NY PAP both in volume and complexity.  Another significant change undertaken in New York was to revise the process of determining a final report and calculating bill credits due based on a final report every month.  Whether Verizon NY performance meets the New York standards is now evaluated using only the most recent month’s data rather than a two-month forward review.

As noted above, the NY CWG does not address remedies and PAP issues, so the NY CWG did not formulate a recommendation on the proposed PAP changes.  Preliminary discussions regarding changes to remedies in New York are limited to Verizon NY and NY PSC staff.  
B.  Changes in Other Footprint States

The proposed TRO/TRRO revisions and the other substantive remedies changes as formulated in the NY PSC decision were also considered by the other states in the Verizon footprint.  The “me-too” states basically adopted the footprint revisions.  Verizon has sold its landline operations in New Hampshire, Vermont, and Maine to Fairpoint.  The sale removed wholesale operations in those states from oversight by a PAP mechanism, so the proposed changes were not an issue in those states.  New Jersey uses an entirely different remedies plan more in line with Pennsylvania’s original PMO I PA PAP calling for a fixed penalty associated with every failure, so the footprint changes were also not an issue in New Jersey.

When the corresponding proposal was made to the West Virginia Commission, the West Virginia Commission challenged the at-risk percentage and granted less than Verizon’s full requested amount of reduction of available dollars based upon a comparison of the relative change in line counts between New York and West Virginia.  The West Virginia Commission also challenged and adjusted Verizon’s proposed allocation of available dollars to each segment of the plan based upon comparisons of the relative activity in each segment and between the two states.  


Maryland has yet to adopt the footprint changes.  The Maryland Commission contracted for an independent third-party analysis to evaluate the proposed changes.  The independent analysis questioned the proposed elimination of some metrics, the potential to change failure rates, and the proposed changing in monitoring/auditing and administering the PAP.  Liberty Consulting highlighted most of the areas that were also of concern in Pennsylvania.  Those areas included the relative probability of remedies being calculated under the proposed plan given the existing performance levels.  Liberty’s findings/concerns in summary were that the proposed changes would :

· Eliminate some relevant measures that had triggered credits in the past.

· Potentially increase the frequency of bill credits for MOE.

· Potentially reduce CM credits for performance in some areas while increasing credits for others.

· Potentially reduce bill credits for individual CLEC performance.

· Change the parity scoring method such that it could reduce errors unfavorable to Verizon and increase errors unfavorable to CLECs.

· Change the benchmark scoring such that it could reduce errors unfavorable to CLECs and increase errors unfavorable to Verizon.

· Change the monitoring and administration of the Plan, including auditing.

IV.  Verizon PA’s Proposed Changes to the PA PAP

Verizon PA proposed changes in two respects:  first, the UNE-P changes flowing from the effects of the TRO and the TRRO, and second, other changes that go to the basic operations of the remedies and which are independent of the UNE-P changes. 
A.  Role of F0009 Metrics and the PA Guidelines Proceeding in the F0011 Remedies and PA PAP Proceeding

The underlying UNE-P changes to the metrics in the PA Guidelines have already been addressed by the PA CWG and adopted by us in M-00011468F0009, order entered March 3, 2006.  The actual implementation of the metrics changes in the monthly reports, that is, the cessation of the reporting of the metrics data for the UNE-P products, has been deferred to coincide with implementation of the remedies changes under discussion herein.  The  UNE-P remedies changes proposed in F0011 are tied to the UNE-P metrics changes that we approved in F0009.  
B.  Verizon PA’s Proposed Changes in the PA PAP Categories
The remaining UNE-P concern at the F0011 docket is with Verizon PA’s proposed adjustment to the dollars at risk as a consequence of eliminating the UNE-P metrics.
  The more fundamental concern is the shift in the operation of the PA PAP itself.  This shift can be further broken down into two components:  (a) the changes in statistical testing that would change the probabilities of misses and that would eliminate the three-month rolling review, and (b) the elimination from the PA PAP of certain metrics that have historically seen little usage or no misses.
  More specific explanations of the proposed changes are discussed below.
Mode of Entry:  Verizon PA proposes that measurements related to UNE-P, line sharing, and line splitting be removed altogether.  The removal of these metrics would result in an elimination of 44 of the 167 metrics in the MOE section of the plan and a reduction in the number of MOE categories from five to three.  Verizon PA also proposes to decrease the amount of dollars-at-risk to $16.829 million annually for the MOE portion of the PA PAP, which could become $33.657 million with the doubling provision.  The $16.829 million would be distributed among three MOE categories as follows:  Resale ($3.366 million), UNE – Loop ($10.097 million), and Trunks ($3.366 million).  

Scoring also would change substantially.  A metric could still earn a performance score of 0, -1, or ‑2.  The standards that need to be met to receive those scores would not change for benchmark metrics.  However, there would be a significant change in the Z‑score standards for parity metrics, as illustrated by the following tables:

Current Plan

	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z > -0.8225
	-1.645 < Z  ≤  -0.8225
	Z  ≤  -1.645

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%


Proposed Plan
	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z > -1.645
	-3.29 <  Z ≤  -1.645
	Z <= -3.29

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%


In addition, the “-1 Recapture Provision” of looking forward at the next two months of performance would be eliminated so a performance score of “-1” would stay a “-1.”  Once the performance scores are calculated for each metric, the aggregate weighted performance score for the entire MOE grouping would be calculated in the same manner as the current plan.  This aggregate score would then be compared to the threshold limit to determine if bill credits should be paid.  Due to the fact that the number of metrics would be reduced and the method by which the performance scores are calculated would have changed, the threshold limits would be altered in the following manner:

Current Plan

	Mode of Entry
	Minimum Threshold
	Maximum Threshold

	UNE – Platform
	-.25292
	-.67

	UNE – Loop
	-.24862
	-.67

	Resale
	-.24715
	-.67

	Trunks
	-.21429
	-1

	DSL
	-.23024
	-.67


Proposed Plan

	Mode of Entry
	Minimum Threshold
	Maximum Threshold

	UNE – Loop
	-0.11515
	-0.67

	Resale
	-0.13278
	-0.67

	Trunks
	-0.17857
	-1


These proposed changes would tend to lower the bar for Verizon PA and make it slightly easier for Verizon PA to pass parity metrics in MOE.  There would be a slight raising of the bar for benchmark metrics in MOE.

Critical Measures:  The number of Critical Measures metrics would decrease from 87 to 50.  Scoring would change based primarily on the elimination of the forward-looking multiple month performances recapture to determine a final result.  The statistical scoring parameters would be adjusted to achieve approximately the same probabilities for concluding that the results were not due to chance.  


The Verizon PA proposal would produce bill credits for individual CLECs when it is determined that there is a 95% probability that a single month’s performance was in fact inferior rather than being a chance occurrence.  According to Verizon PA, this equates to two months with an 80% probability which, when considered together, results in a 96% probability.


These measures, once triggered, would generate bill credits based on how the performance rated relative to parity or benchmark standards and would progress to the maximum amounts as the probability of confidence in the score increased to 99.95%.  The threshold limits would be altered in the following manner:
Current Plan – Aggregate
	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z > -0.8225
	-1.645 < Z  ≤  -0.8225
	Z  ≤  -1.645

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%


Proposed Plan – Aggregate
	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z > -1.645
	-3.29 <  Z ≤  -1.645
	Z <= -3.29

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%



The amount of money designated for each metric is based on its weighted value, which is a measure of its significance relative to the other metrics.  The weights assigned are 2, 5, 10, 15, or 20.  The total dollar value at risk is allocated proportionally for all of the Critical Measure metrics.  This ranges from a low of $16,508 to a high of $165,085 per metric per month based on the dollar values assigned to the various parts of the overall plan.  In the pending proposal, Verizon PA proposes to allocate $34,469,666 dollars at risk to Critical Measures on an annual basis.

While the primary consideration of Critical Measures is at an aggregate level, there is also a measurement made of the performance received by each individual CLEC relative to either Verizon PA’s retail average or to a benchmark if there are two months of consecutive failures.  In the proposed changes, Verizon PA proposes to eliminate the requirement of consecutive failures and to use instead a statistical value requiring a 99.99995% assurance that the result was not a random variation before it will grant an individual CLEC bill credits for a Critical Measure miss.  This would equate to a Z-score of -4.965 and a - 3 level parameter.
  For a benchmark measure, performance would not be considered to have missed the standard and triggered a remedy payment unless it were lower than 85% of the required benchmark standard.  The threshold limits would be altered in the following manner:
Current Plan – Triggered only if 2-months consecutive failure
	Performance Score
	0
	-1
	-2

	Parity Metrics
	Z > -0.8225
	-1.645 < Z  ≤  -0.8225
	Z  ≤  -1.645

	Benchmark Metric with 95% Standard 
	Perf.  ≥  95%
	90%  ≤  Perf. < 95%
	Perf. < 90%


Proposed Plan – Triggered by individual score worse than - 3
	Performance Score
	0
	-3

	Parity Metrics
	Z > -4.9
	Z <= -4.9

	Benchmark Metric with 95% Standard 
	Perf.  ≥  85%
	Perf. < 85%


These proposed changes would tend to lower the bar for Verizon PA and make it easier for Verizon PA to pass metrics in Critical Measure.  

Special Provisions:  There is no Special Provisions section in the proposed updates to the PA PAP.  Some of the significant metrics, such as % On Time Ordering functions and Flow Through, would be moved to the MOE section.  The balance of the metrics proposed for elimination from the PA Guidelines and PAP either are related to products which have been eliminated or never triggered any bill credits.

Change Control:  There is no Change Control section in the proposed updates to the PA PAP.  The metric for % On Time Management Notices Sent on Time has been moved to the Critical Measures section.  Those metrics involving change control notifications and software validations were never failed in the current PA PAP and according to Verizon PA’s proposal did not warrant a separate section.  They would be eliminated.

C.  Positions of the Parties


Comments in support of the proposed changes were filed by Verizon PA.  Comments and/or Reply Comments suggesting concerns with or modification to the proposed changes were also filed by One Communications, Full Service Network, Cavalier, and the Office of Consumer Advocate (OCA).  The primary topic of contention of those not fully supporting the proposed changes was the reduction of the amount of dollars at risk to Verizon PA.  Other concerns suggested putting more monetary emphasis toward specific services such as broadband and POTS.  There was also concern that, under the language of the proposed changes, audit provisions and PA CWG oversight of the PA Guidelines and the PA PAP would be eliminated.


Verizon PA’s comments detailed the reasoning of the NY PSC’s revisions to the NY PAP.  Verizon PA also commented on its preference to maintain a uniform “footprint” remedies plan, noting that many of the multi-state CLECs have supported the use of same or similar systems in multiple jurisdictions.  Verizon PA also emphasized that while the number of metrics as well as the total dollars at risk would be reduced, the dollars at risk per metric would actually increase from $635,000 to $689,000 per metric.


The OCA was concerned that the proposed changes would eliminate the PA CWG from the review process for PA PAP changes and approvals.


One Communications preferred to keep the current dollar amount at risk.  It maintained that there was insufficient justification for the reduction of dollars at risk and that with the proposed reduction there would no longer be a sufficient deterrent for anticompetitive conduct by Verizon PA.  One Communications also proposed that more emphasis be directed by the PA PAP toward the broadband market.

Full Service Network concurred with the other parties’ comments in expressing concern for the substance of the proposed PA PAP changes.


Cavalier requested that the Commission evaluate the current and proposed PA PAPs as to their usefulness.  It also suggested that a study be conducted of the competitive landscape and that a new, simpler performance plan be developed.  Cavalier expressly requested that nothing be changed until the study of the effectiveness of the existing and proposed PA PAPs be completed.  

V.  Discussion 

The proposed 2008 changes to PA PAP are essentially in the same form as that approved by the NY PSC.  The framework of the changes was developed in NY considering the adjustments called for by the FCC’s TRO and TRRO decisions as well as incorporating a perceived desire to produce a final report every month without having to wait for subsequent months’ results.  In revising the methodology, the NY PSC relied on Verizon’s reports of performance tendered by Verizon to the NY CLECs over the past years to test and modify the new design.  This resulted in a shift of emphasis from parity metrics to benchmark metrics as well as a shift of focus from Critical Measures metrics to Mode of Entry metrics.  


The proposed PA PAP differs from the current PA PAP in three significant areas.  They are:  (1) the number of metrics covered and consequently the dollars at risk, (2) the changes in statistical testing that would change the probabilities of misses and that would eliminate the three month rolling review, and (3) the elimination of certain metrics that have seen little usage or no misses from the remedies plan.


The primary factor causing the first change is the result of the TRO and the subsequent TRRO that call for an elimination of UNE-P and Line Sharing / Line Splitting as UNE-priced offerings.  These services were deemed to be competitive and therefore Verizon PA no longer needs to make them available at TELRIC prices for CLECs to use in their business.  Throughout this discussion, it should be noted that the primary concern is not with the proposed changes that stem directly from the TRO and the TRRO, that is, from the elimination of UNE-P products from the PA PAP, but rather with the effect that such elimination has on the rest of the PA PAP.  Further, Verizon PA has proposed some radical changes to the PA PAP that are not in any way a consequence of the TRO or the TRRO.  
It is the proposed statistical changes that are of utmost concern to us.  These are the changes that go to the fundamental operations of the PA PAP.  In fact, Verizon PA has now proposed eliminating some of the very elements of the PMO II PA PAP that persuaded us to consider migrating from the PA-style metrics and remedies of PMO I to the NY-style metrics and remedies that were eventually adopted in PMO II.  
While the NY CWG was not involved in the formulation of the proposed changes to the NY PAP, the process of arriving at the proposal presented to the NY PSC involved extensive and protracted negotiations between Verizon and NY staff.  Thereafter, it was presented for comments by the affected CLECs.  Under the footprint concept, the changes were subsequently proposed in Pennsylvania (and other states).  While the proposed changes were considered by the PA CWG, the proposal does not reflect a collaborative PA-market-based-specific design or input nor is it the product of extensive and protracted negotiations between Verizon PA and Commission staff.

Further, Verizon PA has proposed to eliminate certain provisions of the PA PAP for products that had not shown any deficiencies since their inception.  Verizon PA also proposed to eliminate some coverage of products that had shown little or no activity during the life of the PA PAP.  These proposed changes fall under the headings of Special Provisions and Change Control with the result that most of the Special Provisions and Change Control metrics would be eliminated because of no historical failures (or little usage).  A few metrics from each would, however, be rolled into the UNE-Loop category under the proposed PA PAP.  For the metrics not rolled over, there is little assurance that eliminating PA PAP coverage of these products will not result in a decline in performance for these products.

To assist in evaluating the proposed changes, Verizon PA ran six months of Pennsylvania data through the proposed PA PAP for comparison with the current PA PAP results.  The results showed an overall credit calculation of $169,261 for the current PA PAP as compared to $453,559 for the proposed PA PAP for the entire six months that Verizon chose to compare.  The primary difference occurred in the Critical Measure area of Loop Provisioning.  Mode of Entry performance comparison for the same period indicated a potential credit occurring under the proposed PA PAP of $84,150 in the Loop area as compared to no failures under the current PA PAP.  Critical Measure performance over a 12-month period saw 23 metrics fail and result in bill credit amounts being calculated in the amount of $1,772,822.  Of those 23 metrics, 17 involved UNE-P products which accounted for $1,723,842, or 97% of the total, and would not occur under the proposed plan.  Of the remaining six failures, four would have occurred under the proposed PA PAP resulting in an estimated payment of $93,698 as compared to the actual payment for those six metrics of $37,085.


On an overall basis, the calculated amounts for failures are governed by the allocation of “at risk” dollars to the various elements of the plan.  The proposed PA PAP stipulates a dollar amount of $51,298,181 to be placed on the table for possible bill credits per year.  This is divided between the Mode of Entry and the Critical Measures sections with MOE being assigned $16,828,515 and CM getting $34,469,666.  The current PA PAP assigns a total of $146,750,000 at risk with $50,490,000 going to MOE, $66,650,000 to CM, and the balance to other special areas that have been eliminated or rolled into the proposed MOE sections.  This represents a reduction of 65% of the total amount and a change in distribution from 43% for MOE and 57% for CM (when just considering the relationship of those two categories) to 33% for MOE and 67% for CM under the proposed PA PAP (where they are the only two categories in the equation).


The proposal to eliminate 65% of the dollars at risk is based on Verizon’s estimate of a 65% reduction in the UNE-related lines in service due to the TRO/TRRO changes.  The subsequent redistribution of money between the various segments of the plan was not specified by Verizon as related to any particular formula.  During the period from December 31, 2004, to December 31, 2006, the change in the number of lines in service and usage as reported in the PA PAP was as follows:

	UNE-P
	- 54%

	UNE-L
	+  2%

	Resale
	-  5%

	DSL
	+ 39%

	Trunk Minutes
	- 95%



In the framework of the existing and proposed PA PAPs, there is an allocation of money by two basic processes.  Money is allocated to each method of entering the market and to each critical function that is deemed to be essential to a CLEC’s on-going daily operations.  In the MOE area, money is allocated to each CLEC based on its portion of total lines in service if the performance for a given mode fails.  In the CM category, a percentage of the total allocated money is assigned to each Critical Measure metric.  On a dollars-per-metric basis this results in an increase in the remedy dollars available for each metric.  Therefore, the concern expressed about the reduction in the “dollars at risk” is not valid on a per metric basis.  In the CM area the incentive of potential penalty dollars for Verizon PA is, if anything, greater on a service by service basis.


Verizon PA’s argument is that because the overall reduction in lines in service covered under the plan would go from 932,000 to 312,000 with removal of those designated services or approximately a 65% reduction, the corresponding reduction of money in the “at risk” category should be by the same amount.  When a similar proposal was made to the West Virginia Commission, the West Virginia Commission challenged this percentage and presented data to Verizon that resulted in a change in the reduction of available dollars from 65% to 55%.  In our opinion, the Pennsylvania data seem to support the 65% figure proposed by Verizon for Pennsylvania.  

As noted above, the West Virginia Commission challenged Verizon’s allocation of available dollars to each segment of the plan.  The following table compares the two allocation distributions, Verizon PA’s proposal compared with the allocation distribution adopted in West Virginia, within the two categories:  
	
	Total Proposed PA Dollar

Allocations
	Resulting VZ PA Proposed %ages (Approx.)
	%ages Used in WV Resulting from WV Mandated Dollars
	Comparable PA Dollars Using WV %ages 

	Proposed PA PAP
	$51,298,181
	
	
	

	MOE 
	$16,828,515
	33%
	33%
	33%

	Loop
	10,097,109
	60%
	80%
	13,462,812

	Resale
	3,365,703
	20%
	5%
	841,426

	Trunks
	3,365,703
	20%
	15%
	2,524,277

	CM
	$34,469,666
	67%
	67%
	67%

	Loop
	11,886,192
	34%
	50%
	17,234,833

	Resale
	7,131,636
	21%
	8%
	2,757,573

	Trunks
	6,438,300
	19%
	14%
	4,825,753

	Specials
	4,358,300
	13%
	15%
	5,170,450

	Other
	4,665,378
	13%
	13%
	4,481,057


The redistribution in West Virginia was based on actual line counts coupled with a specific attempt to emphasize those areas deemed critical to the future of the competitive market.


The proposed statistical changes in the methods of scoring are based on the asserted desire to have the final result determined using just the current month’s data.  For parity measures, the standard would be adjusted to utilize approximately the same level of confidence that there had to be a 95% certainty that a poor service level given to the CLEC was not random.  With only one month’s data available, this would be achieved if the Z-score calculation was less than - 1.665.  

Under the 2007 PA PAP, this level is assured with either one month at - 1.665 or two months out of three at - 0.885.  This is an 80% certainty twice (0.8 + (0.8*(1 - 0.8)) = 0.96).  While the 2007 PA PAP checks for a pattern of continued marginal service (scores between -.885 and -1.665 recurring in subsequent months), the proposed PA PAP would not generate any bill credits for this level of marginal service.  CLECs would not, however, have to wait three months to receive any bill credits if the performance were at or below the - 1.665 level.  


Looking at benchmark measures, as the performance falls farther and farther from the benchmark goal, the corresponding remedy increases according to a set scale based on the parameters for the given metric.  The various performance categories are 95, 96, 98 and 99.5%.  Under the proposed PA PAP, maximum remedies would result from scores below 90, 92, 97, and 98%, respectively.  This calculation procedure does not differ from the current plan and would theoretically result in slightly more chance for benchmark failures than for parity measures under the proposed plan.

VI.  DISPOSITION

A.  Dollars at Risk


The PMO II PA PAP designated $146,750,000 dollars at risk (39% of Verizon PA’s net local service revenues).  With the elimination of products accounting for approximately 65% of the lines previously considered under prior PA PAPs, Verizon PA argues that it is reasonable to reduce the potential monetary penalties by a similar amount.  Verizon PA proposes that a 65% reduction in dollars at risk appears to be justified, which would result in only $51,298,181 at risk.  Accordingly, for the reason articulated herein, we shall allow this reduction as shown below:    
	
	Current
	Proposed
	Allowed

	Category
	$ at Risk
	%
	$ at Risk
	%
	$ at Risk
	%

	MOE
	$50,490,000
	34%
	$16,828,515
	33%
	$16,828,515
	33%

	CM
	$66,650,000
	45%
	$34,469,666
	67%
	$34,469,666
	67%

	Special Provisions
	$22,880,000
	16%
	-0-
	
	-0-
	

	Change Control
	$6,730,000
	5%
	-0-
	
	-0-
	

	Totals
	$146,750,000
	100%
	$51,298,181
	100%
	$51,298,181
	100%



We shall, however, revise some of the elements proposed by Verizon PA as discussed further below.  Comparing the current and proposed plans, we note that the few retained items in the smaller Functions of Special Provisions and Change Control were effectively rolled into Critical Measures from a percentage distribution point of view.  The allocation of the designated amount of $51,298,181 between the MOE and CM categories with $16,828,515 assigned to MOE and $34,469,666 assigned to CM seems to place a significant importance on those metrics of most concern to the CLECs according to Verizon PA.  Further, the allocation between the two categories also seems appropriate in the absence of quantified objections and based on the adjustments to the remaining metrics.


The subsequent distributions of dollars at risk among the various elements of each category as proposed by Verizon PA, however, do not appear to match the volumes of business associated with each.  In fact, the distribution of volumes in Pennsylvania appears to more closely match the volumes in West Virginia than in New York.  In our opinion, the alternate allocation would more closely align the dollars at risk with the volume of business in each area.  Accordingly, we shall not use the distribution proposed by Verizon PA.  We direct the use of allowed percentages in the table below:
	
	Product
	Current %
	Proposed %
	Allowed %

	MOE
	UNE-P
	60
	0
	0

	
	UNE-L
	13
	60
	80

	
	Resale
	7
	20
	5

	
	DSL
	13
	0
	0

	
	Trunks
	7
	20
	15

	CM
	UNE-P
	45
	0
	0

	
	UNE-L
	16
	34
	50

	
	Resale
	10
	21
	8

	
	DSL
	10
	0
	0

	
	Trunks
	12
	19
	14

	
	Collocation
	2
	0
	0

	
	Specials
	4
	13
	15

	
	Resolution
	1
	14
	13


B.  Failure Criteria for Individual Critical Measure Failures:


The current plan recognizes Verizon PA’s responsibility to provide satisfactory service to the individual CLECs as well as to the community in the aggregate.  In a recent 12-month period, total credits of $2,738,499 were generated.  There have been individual CLEC bill credits generated due to substandard service in every month.  These individual credits totaled $320,912 for that period.  In one of the months, the individual credit was the only credit that month.  In another month, there was a MOE credit of $717,489.  The balance, $1,700,097, occurred due to CM failures in the aggregate.  The individual credits accounted for 12% of the total for that period.

Verizon PA’s proposed changes would reduce the chance of a finding that its performance at the individual CLEC level has failed.  In other words, the change would require a greater statistical certainty that a failure of a metric was not due to chance.  In the Verizon PA proposal, the statistical requirement to determine a failure is so overwhelmingly rigid that if performance were in perfect parity, the risk of the test erroneously failing would be one in 2.5 million.  This would take a few years of samples in some cases to ever risk paying an individual credit in error.  This degree of certainty aimed at avoiding false failures vastly increases the risk of false passes.  False passes are erroneous findings that poor performance meets or exceeds the standard when in fact it did not.  We believe the risk of false failures must be somewhat balanced against the risk of false passes.
While we believe that Verizon PA should not be unduly at risk of false failures, we also believe that reducing the risk of false failures to one in 2.5 million is unnecessary and overly protective.  It virtually eliminates any chance that poor performance to an individual CLEC will be remedied.  Thus, the proposed plan would serve no deterrent against marginal or poor service to any individual CLEC.

The proposed - 3 level keys on a Z-score of - 4.9 and a benchmark of 85% (for the “85% metrics”) which equates to a 99.99995% certainty of no erroneous findings of poor performance.  The - 2 level used in the existing PA PAP keys on a Z-score of - 3.290 and a benchmark of 90% (for “95% metrics”) which equates to a 99.95% certainty of no erroneous findings of poor performance.  At this level, there is still significant protection against the risk of false failures, the risk being 1 in 2,000.  There is nothing to suggest that the - 2 level has or will produce significant or consistent false failures.  The benefit of a change to single-month analysis does not justify or mandate a 99.99995% level of certainty.

We find that the - 2 level is adequate protection for Verizon PA against false failures.  Therefore, the proposed use of the - 3 level of statistical measures will be eliminated and replaced with the - 2 level parameters for parity and benchmark metrics for individual CLEC metric calculations.  This means that Z-scores less than - 3.290 and benchmarks less than 90% (for 95% metrics) will result in individual CLECs qualifying for bill credits under the individual rule.  Accordingly, we direct the use of the following threshold limits for single month individual Critical Measure failures:

	Performance Score
	-2

	Parity Metrics
	Z ≤  -3.29

	Benchmark Metric with 95% Standard 
	Perf. < 90%


This will result in the statistical chance of one erroneous failure in 2,000 samples for a given metric as contrasted with 1 in 2.5 million samples as in the Verizon PA proposal.  All calculation of bill credit amounts will remain the same as in the proposal.

C.  Proposals for an Alternate PA PAP Remedies Structure 


Cavalier requests that we adopt a totally revamped remedies plan similar to the PMO I remedies plan.  This would be a departure from the footprint model.  New Jersey is the only other state with a remedies plan that significantly departs from the footprint model.  Cavalier further urges us to make no changes to the existing PA PAP until the entire process can be reviewed from the ground up.  


We have chosen not to take this route, in part because we have been able to review, during the pendency of the subject filing, the results in other states of making some of the changes that Verizon PA proposes at this docket.   As noted above, a number of states in the Verizon PA footprint have adopted PAPs similar to the one proposed by Verizon PA for Pennsylvania.  We believe that it is preferable to move forward with the changes we are requiring to the Verizon PA proposal rather than to delay further.


If Cavalier (or any other interested entity) believes that further restructuring of the remedies process in PA is still warranted, Cavalier (or any other interested entity) is free to bring the matter up in the PA CWG or to petition the Commission for modification of the remedies plan.
D.  Monthly Reporting

This order does not depart from the reporting obligations we set out in the PMO II.  It is imperative that this Commission have the information necessary to provide us with the opportunity to sufficiently determine what is occurring in the Pennsylvania marketplace.  As we recognized during the process of migrating to the PMO II metrics and remedies, the monthly metrics and remedies reports that Verizon PA submits to the Commission and the CLECs play a vital role in monitoring the competitive marketplace.  This on-going reporting obligation has been acknowledged by Verizon PA as exempt from the limitation of 66 Pa. C.S. § 3015(e).  Rather, these reports are essential market monitoring tools in regard to Verizon’s obligations under Section 271(d)(1) of the Telecommunications Act of 1996 (TA-96), 47 U.S.C. § 271(d)(1), in order to maintain its authority to provide in-region interLATA toll service in Pennsylvania. 
Reporting to the CLECs shall continue to be on an as-requested basis.  Each CLEC may ask for and receive its own CLEC-specific data (e.g., flat files), algorithms, and metric and remedies reports, as well as aggregate metrics and remedies reports and all back-up data, or any lesser portion thereof.  Verizon PA shall provide at least annually a list of available components to the CLECs.

Verizon PA shall continue to provide to the Commission or its designee CLEC-specific data, algorithms, and metric and remedies reports (subject to proprietary designation) as well as aggregate data, algorithms, and metric and remedies reports and all back-up data.  Verizon PA shall continue to work with Commission staff to provide the reporting in a format usable to the Commission and to develop, with Staff, a format to provide an overview of aggregate results on a rolling-month basis (e.g., similar to the Attachment 403 filed in the 271 Proceeding).

“Algorithms” includes all of the information that would allow the receiving party to use the raw data/flat files to replicate and proof Verizon PA’s treatment of such information, whether by use of formula, business rule, or otherwise, and to generate the final metrics and remedies reports.  It is less burdensome and faster for all parties, including Verizon PA, for Verizon PA to provide the algorithms for review than for each CLEC, this Commission and the statutory advocates to develop algorithms and then argue which set of algorithms is better.  
Accordingly, we reaffirm and retain herein these PMO II reporting provisions.  This obligation is independent of any lesser obligations that might exist in New York or other footprint states. 
E.  Parallel Reporting

We do not believe that one can automatically assume that a history of no misses in a metric means that it is safe or prudent to eliminate the metric from measurement.  We also do not believe that a flash cut to a new PA PAP is the best way to proceed.  When we converted from the PMO I to the PMO II, we required parallel reporting.  We see no reason not to require parallel reporting with a change of this proposed magnitude as well.  In order to provide a comparison of the current plan with the proposed plan, we shall require reporting under both plans for the first year of operations under the new PA PAP.  This will provide a measure of the relative effect of the substantial changes made to scoring procedures and the balance of benchmark and parity metrics.  We believe this will also give market participants an adequate time frame in which to review the substantive changes to the PA PAP that were not mandated by the TRO and the TRRO.

F.  Audit, Review, and Training Provisions

There are no explicit requirements for audits in Verizon PA’s proposed 2008 PA PAP.  
As we established in PMO II, we believe audits of the PA PAP (and the PA Guidelines) are an indispensable component of remedies (and metrics) plans.  The PMO II, noting no objections to the audit provisions proposed in a tentative order, provided that: 

It is clear that the audit function contained in the Consensus PAP extends to the performance metrics reporting under the Guidelines as well as the remedies calculations and payments under the PAP, as are being adopted in this proceeding.  The Consensus PAP specifies that the audits will be performed “at the Commission’s discretion,” by the Commission or by an “independent auditor.”  We expressly note our authority under 66 PA C.S. §516 to use an independent consulting firm for various statutorily-mandated auditing functions.  Similarly, it is within our discretion to select the entity to perform this function.  Further, timing of the review will be subject to Commission determination.  The Commission’s Bureau of Audits will oversee this function with assistance of the Bureau of Fixed Utility Services and the Law Bureau.  

PMO II, pages 54 – 55.

Accordingly, we shall retain the audit and review provisions of the PMO II PA PAP.  Specifically, Verizon PA is directed to retain the “flat files” and any necessary data to allow audits from the point in time when the 2008 changes were proposed and on a monthly rolling basis for minimum four-year retention periods. 


In order to train staff on the intricacies of the PMO III metrics and remedies, and to facilitate staff participation in the footprint metrics and remedies planning sessions, the Commission will require reconstitution of the Functional Structural Separation Order (FSSO) fund.
  In conjunction with the bill credits rendered to the CLECs, an additional amount equal to 35% of the calculated overall bill credits each month will be paid into the fund.  The 35% will be calculated as a percentage of to the gross amount of all the monthly bill credits.  The resources of the fund will be used to defray part of the expense of auditing and monitoring Verizon PA’s wholesale performance.  Under FSSO, we required an additional 50% above and beyond the remedies paid to the CLECs.  Since the remedies were higher under PMO I, this resulted in a fund that exceeded $1,000,000.  With the lesser remedies of PMO III and the lesser percentage of 35%, we anticipate that fund will accrue at the rate of significantly less than $100,000 per year.

Timely and non-discriminatory wholesale performance remains an essential part of Verizon PA’s ongoing obligations necessary to qualify, and to continue to qualify, for authority to provide in‑region interLATA toll service in Pennsylvania under Section 271(d)(1) of TA-96.  In turn, timely and non-discriminatory performance must be tested periodically to assure accurate reporting by the company.  Under these circumstances, as in the earlier-adopted FSSO, the administrative costs of auditing and monitoring wholesale performance should be paid, at least in part, by Verizon PA based on an increment of the remedies assessed under the PA PAP.
  Otherwise, the administrative costs of monitoring the PAPAP, which relate to the benefit received by Verizon PA (authority to provide in-region interLATA service), would be borne by non-Verizon PA utilities.  To the extent that the 35% fund is not adequate, Verizon PA shall be responsible for the remaining costs provided the cost of the inquiry does not exceed an average of 1% of the dollars at risk ($512,982) in any given year.  

G.  Implementation Timeline
Verizon PA has indicated that it needs 45 days from the date of entry of this order to implement a new PA PAP.  Changes are implemented on a quarterly schedule.  Verizon PA is directed to implement the new PA PAP in the next quarterly update that allows for the requisite 45-days lead time.  The interval will allow Verizon PA to undertake the complex work of making the system and process changes necessary to perform and report the modified and new measurements and to test whether these changes have been properly made.  Verizon PA shall provide the compliance filing incorporating the changes mandated herein and the confirmed implementation schedule within 30 days of the date of entry of this order.
H.  M-00011468F0009


Verizon PA shall conclude the implementation of the January 2006 Metrics Updates to the PA Guidelines consistent with the implementation schedule set forth herein for the PA PAP changes.

I.  M-00011469F0007
After Verizon PA filed the May 27, 2005 proposed PA PAP revisions,
 at Docket No. M-00011468F0007, Cavalier requested a PA-specific re-evaluation of the PA PAP allocations, asserting that there was no record to support the proposed PA PAP changes.
  Broadview Networks, Inc., and Metropolitan Telecommunications, Inc., jointly supported the Cavalier request.  After preliminary discussions in the PA CWG, Verizon PA filed a 
written request for deferral, substantiating the consensus to defer consideration of the proposed changes.  No objections were filed, and at the regularly scheduled September 6, 2005, public session of the PA CWG, the consensus to request deferral was confirmed.  


On September 29, 2005, by Secretarial letter,
 we deferred consideration of the May 27, 2005 proposed revisions to the PA PAP until a pending review and possible revision of the Verizon Footprint PAP and the NY PAP had been completed and the PA CWG had had time to consider any resulting revisions (or inaction).  The deferral was at the request of the PA CWG, based upon consensus reached in the PA CWG, and was a ministerial delay only.  It was without prejudice to the merits of any positions heretofore expressed (or not expressed) in support of or against the May 27, 2005 proposed PA PAP revisions.  Commission consideration was deferred pending conclusion of the footprint-wide consideration of the related matter, request of an interested party, recommendation of the PA CWG, commencement of a PA-specific review of the PA PAP, or further pronouncement on this matter by this Commission, whichever came sooner.


The instant proceeding at Docket No. M-00011468F0011 is the culmination in Pennsylvania of the NY, footprint, and PA-specific remedies deliberations upon which the deferral of Docket No. M‑00011468F0007 was predicated.  Resolution of the instant docket renders it unnecessary to take further action at Docket No. M‑00011468F0007 except to close that docket. 

VII.  Conclusion

As noted above, all interested parties have had notice and opportunity to address, in the PA CWG and by filed comments, the proposed 2008 PA PAP Updates.  We recognize that further deliberations will not result in a full consensus.  We conclude that the remedies and metrics changes authorized and mandated herein, coupled with the audit, parallel reporting, remedies fund provisions, and reporting represent the most feasible method of resolving the conflicting points of view expressed in the matter.  For ease of reference, this generation of metrics and remedies may be referred to as PMO III.  
The compliance filing reflecting the changes authorized and mandated herein shall be filed within 30 days of the entry date of this order and shall specify when the changes shall be effective according to the quarterly implementation schedule.  The compliance filing may be served electronically on parties in the PA CWG and posted on Verizon PA’s website in lieu of hard copy service on all CLECs in the Commonwealth, consistent with our prior directives.  Appropriate hard and electronic copies are to be provided to Commission staff and to the Pennsylvania statutory advocates in conjunction with the compliance filing.  

The PA CWG and its subgroups shall continue to address metrics and remedies issues and report findings and recommendations to this Commission as needed.  We expect the PA CWG to continue to review performance so as to ensure openness of the local telecommunications market and to formulate recommendations for adjustments to the PA Guidelines and PA PAP as the need may arise.  We expect staff to continue to work with the staffs of the other states in the Verizon footprint to address matters that present similarities across jurisdictional lines; THEREFORE, 

IT IS ORDERED: 

1.
That the proposed 2008 Updates to the Pennsylvania Performance Assurance Plan, submitted by Verizon Pennsylvania, Inc., are adopted as modified by  the mandates of this order as described herein.
2.
That a Compliance Filing consistent with this order and the confirmed implementation schedule are due within 30 days of the date of entry of this order.

3.
That Verizon Pennsylvania Inc. implement the 2008 PA PAP Updates as modified herein effective with the confirmed implementation schedule.  
4.
That Verizon Pennsylvania Inc. file, serve, and post on its website, consistent with this Commission’s directives, the updated version of the Pennsylvania Performance Assurance Plan as modified and adopted herein. 

5.
That Verizon Pennsylvania Inc. implement the 2006 PA Guideline Updates as authorized herein effective with the confirmed implementation schedule and that Docket No. M-00011468F0009 (1197519) be closed. 
6.
That Docket No. M-00011468F0007 (1192029) be closed.  






BY THE COMMISSION







James J. McNulty,







Secretary

(SEAL)

ORDER ADOPTED:  June 24, 2008
ORDER ENTERED:  
Appendix A*

STATISTICAL ANALYSIS

A.
Statistical Methodologies:

The Performance Assurance Plan uses statistical methodologies as one means to determine if “parity” exists, or if the wholesale service performance for CLECs is equivalent to the performance for Verizon PA.  (Incumbent LEC).  Verizon PA may be required to use statistical methodologies as a means to determine if “parity” exists, or if the performance for competitive local exchange carriers (CLECs) is equivalent to the performance for Verizon PA.  For performance measures where “parity” is the standard and sufficient sample size exists, Verizon PA will use the “modified t statistic” proposed by a number of CLECs in LCUG (Local Competitors User Group) for measured variables.  For the evaluation of parity metrics involving counted variables, the permutation test, also known as Fisher’s Exact test, will be used.  The specific definitions and formulas are detailed below:[]  

Definitions:

Measured Variables are metrics of means or averages, such as mean time to repair, or average interval.
Counted Variables are metrics of proportions, such as percent measures.

_

X denotes the average performance or mean of the sample.

S denotes the standard deviation.

n denotes the sample size.

p denotes the proportion of failed performance, for percentages 10% translates to a 0.10 proportion.
A statistical score below -1.645 is associated with a 5% percent or less chance that the performance for the CLEC will be incorrectly judged as being inferior to Verizon PA, when, in fact, the performance for the CLEC is superior (Type I error).  Note:  For the purposes of the statistical evaluation of measured variable sample sizes of 30 or more, the standard normal Z distribution is used as reasonably approximating Student’s t distribution.  [note]  Values calculated for a Z statistic or t-statistic that are equal to or greater than 5.0000 will be displayed on monthly reports as 5.0000 and values for a Z statistic or t-statistic that are equal to or less than -5.0000 will be displayed as -5.0000.
Counted Variables: The statistical score equivalent for counted variables is the standard normal Z score that has the same probability as the significance probability of the permutation test (a.k.a., Fisher’s Exact test).  Specifically, the statistical score equivalent refers to the inverse of the standard normal cumulative distribution associated with the following hypergeometric distribution probability of seeing the number of failures, or greater in the CLEC sample.  
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Measured Variables: The statistical score is the LCUG-t score

Note: If the metric is one where a higher mean or higher percentage signifies better performance, the means (measured variables) in the numerator of the LCUG t formula should be reversed. 

_____________________

*Source:  Appendix D to the current PA PAP

Appendix B*

Non TRO/TRRO Metrics Proposed for Removal from the PA PAP
Metrics Proposed for Removal due to No Activity 
PO-1-06-6030:  Mechanized Loop Qualification – CORBA

PO-8-02-2000:  % On Time – Engineering Record Request – OSS

PR-8-01-3530:  Open Orders in Hold Status > 30 Days – IOF

NP-2-07-8:  Average Delay Days – Total – Collocation

Metrics Proposed for Removal due to Low Activity 

OR-1-04-1200:  % On Time LSRC-No Facility Check (Electronic-NFT) – UNE/Resale Specials

OR-1-04-1341:  % On Time LSRC -No Facility Check (Electronic – NFT) –UNE/Resale 2 Wire Digital

OR-1-04-3342:  % On Time LSRC -No Facility Check (Electronic - NFT) – UNE 2 Wire xDSL Loop

OR-1-06-1341:  % On Time LSRC/ASRC -Facility Check (Electronic - NFT) – UNE/Resale 2 Wire Digital

OR-1-06-2320:  % On Time LSRC/ASRC -Facility Check (Electronic - NFT) – Resale POTS/Complex

OR-1-06-3342:  % On Time LSRC/ASRC -Facility Check (Electronic - NFT) – UNE 2 Wire xDSL Loop

OR-2-06-3342:  % On Time LSR/ASR Reject -Facility Check (Electronic) – UNE 2 Wire xDSL Loop

PR-4-01-1214:  % Missed Appointment –VZ – UNE/Resale Spec. Other

PR-4-01-3510:  % Missed Appointment –VZ – EEL

PR-4-02-1341:  Average Delay Days – 2 Wire Dig/UNE/ Resale

PR-4-02-3510:  Average Delay Days – EEL

PR-8-01-1200:  Open Orders in Hold Status > 30 Days – UNE/Resale Specials

PR-8-01-3510:  Open Orders in Hold Status > 30 Days – EEL

NP-2-01/2:  % On Time Response to Request for Collocation – Total – Collocation

NP-2-05/6:  % On Time – Physical Collocation – Total – Collocation

Metrics Proposed for Removal for Other Reasons

OR-4-11:  [% complete orders with neither a PCH or BCN sent] & OR-4-17:  [% on time BCN - 2 bus days]

Redundancy; measures of completion notification timeliness.  Heavily UNE P.  Focus on remaining PA PAP metric, OR‑4-16:  [% on time PCN 1 bus day].

OR-10-01:  [% PON exceptions resolved w/in 3 bus days] & OR-10-02:  [% PON exceptions resolved w/in 10 bus days]

Measures added to address deficient process in OSS trouble tickets.  NY PSC considered issue resolved.

MR-4-06:  OOS>4 Hours  

Redundancy; metric does not measure appropriate time increment.  OOS>12 Hours and >24 Hours remain in PAP.  Mean Time to Repair remains in PA PAP.

MR-5-01:  Repeat Reports UNE/Resale Specials 

Metric has a definition issue.  Retail is heavily DS0.  CLEC is heavily DS1.  Performance is also impacted by lack of CLEC acceptance testing.

BI-3-04 & BI-3-05:  Billing Claims Metrics 

Replaced with BI-9:  Billing Completeness.  Back billing captured in BI-9 is a source of claims measured in BI-3.  

___________________________

*  Source:  June 13, 2007 email to PA CWG from Stephen L. Bachman on behalf of Susan Paiva, counsel for Verizon PA, in response to staff questions arising in PA CWG discussions.

�  The PA PAP may also be referred to as the “Verizon Footprint PAP for Use in Pennsylvania.” 


�  References herein to “Verizon PA” are generally limited to operations within Pennsylvania while references to “Verizon” more generally reflect footprint-wide operations.


�  Verizon PA also posted the proposed changes on its “Guidelines and PAP” website at �HYPERLINK http://www22.verizon.com/wholesale/clecsupport/content/1,,east-performancemeasures-pa,00.html ��http://www22.verizon.com/wholesale/clecsupport/content/1,,east-performancemeasures-pa,00.html�.


�  � HYPERLINK "http://www.puc.state.pa.us/PcDocs/646841.doc" ��http://www.puc.state.pa.us/PcDocs/646841.doc�.


�  See � HYPERLINK "http://www.puc.state.pa.us/PcDocs/595390.doc" ��http://www.puc.state.pa.us/PcDocs/595390.doc�. 


�  The PA Guidelines may also be referred to as the “Verizon Footprint Carrier-to-Carrier (C2C) Guidelines for Use in Pennsylvania.”  Metrics not selected for remedies are considered diagnostic metrics.  Aggregate levels look at the combined performance rendered to all CLECs as a group.


�  In this context, “wholesale” also includes services provided by Verizon for resale.


�  Similarly, NY and the other states in the original Verizon footprint adopted guidelines and PAPs.  These eventually merged into footprint-wide metrics and remedies documents with state-specific tailoring for each state.  See PMO II, Docket No. M�00011468F0005, order entered December 16, 2004.


�  The PA Guideline and PA PAP do not apply to Verizon North operations.


�  Pennsylvania staff, CLECs, and statutory advocates are invited to participate in the discussions in NY, but due to pragmatic considerations, the PA CLECs and PA statutory advocates do not typically participate.  While Commission staff generally observes the NY CWG sessions to participate in footprint issue discussions that the NY CWG hosts, the NY CWG exists specifically to address metrics concerns in NY.  The needs of the NY market take precedence in the NY CWG over the needs of other footprint markets.  Participants recognize that the NY market may not be representative of markets in the footprint states.  A Joint Subcommittee (JSC) was formed by various footprint states’ CWGs in 2004 to address findings, questions, and recommendations from third-party audits of the metrics and remedies processes in Pennsylvania, New Jersey, Maryland, and Virginia, to the extent that the specific findings, questions, or recommendations had multi-state or footprint-wide applicability.  Staff and statutory advocates from a number of the footprint states and various LECs participated in the JSC.  Recommendations from the JSC were typically forwarded to the NY CWG for further consideration and then forwarded to the other jurisdictions as footprint-wide changes.  The JSC is currently on hiatus.


�  Only NY entities may veto or block a consensus in matters under discussion at the NY CWG.


�  The NY CWG has not been tasked by the NY PSC with addressing remedies matters, unlike the PA CWG, which has been so tasked by this Commission. 


�  Verizon PA’s obligation is to file proposed updates consistent with any changes adopted by the NY PSC and proposed for the Footprint Guidelines or the Footprint PAP.  Such filings do not constitute Verizon PA’s position statement relative to the particular proposed changes, but rather are to be an objective rendering of the proposed footprint-wide changes.  The proposed changes are then discussed in the PA CWG.  Thereafter, all interested parties, including Verizon PA, have an opportunity to file comments and reply comments on the merits of the proposed changes on the same schedule.  


�  The TRO and TRRO reduced the categories of UNEs that RBOCs are required to offer at TELRIC prices to CLECs.  The categories affected are UNE-P, Line Sharing, and Line Splitting.  For ease of reference, the products are referred to collectively as “UNE-P” in this order.


�  Automated Reporting Management Information Systems.


�  In the history of the PMO II PA PAP, the doubling provision has never been triggered.


�  A given metric may be in both MOE and CM depending upon the product being measured.


�  See Appendix A for a description of the modified Z-score testing used in the current PA PAP.


�  The requirement to measure these services was deleted from the PA Guidelines at Docket No. M�00011468F0009, order entered March 3, 2006.  


�  Under the Verizon PA proposal, the dollars at risk would decrease by approximately two-thirds to $51.299 million from $146.750 million for the entire PA PAP (before doubling).  The number of metrics subject to PA PAP remedies would decrease by 87 (less than 35%) to 167 from 254.  


�  See the Appendix B to this order for a list of non TRO/TRRO metrics that Verizon PA proposes to remove from the PA PAP.


�  The -3 level or failure is merely the next point on the curve when one takes the Z-score table for the modified t-test for statistical significance.  The arbitrary points selected originally equated to levels of confidence that the score was not a random outlier from the population.  In the table -0.885 is approximately 80%, -1.665 is about 95%.  These are the current points set to indicate the level of failure, �1 and -2, correspondingly.  In the Verizon PA proposal, in exchange for basing the results on one month alone the standards were doubled to the -1.665 Z-score or -1 and twice that, the -3.330 Z-score or  -2.  If one moves on out the curve, by an interval of another -1.665, one gets to a -4.995 Z-score, which would be labeled -3. 


�  The discussion of this matter derives in large measure from pages 77 to 82 and Ordering Paragraph No. 15 of the PMO II without further specific attribution.  


�  The fund was established in our Functional Structural Separation Order (FSSO), Docket No. M 00001353, entered April 11, 2001.  The FSSO increased PMO I remedies by 50%.  FSSO provided that “the [50%] increases [in remedies] shall be remitted to the Commission, for the purpose of contracting with an independent consultant to train and to assist the Commission staff in the analysis of metric reports.  This is intended to ensure Verizon [PA]’s compliance with the PMO [I].”  We concluded that “bolstering” the then-existing remedies would serve “to assure that Verizon [PA] performs in a non-discriminatory manner.  Increases in the applicable [remedies] will provide a further disincentive for Verizon [PA] to discriminate.”  FSSO at 38-39.  Payments into this fund ended with migration to PMO II, and the remaining balance in the fund was earmarked in 2005 to partially defray audit costs of Verizon PA’s Network Modernization Plan.  Total remedies were drastically lower after migration to PMO II.  


� See Secretarial Letter re Consultative Report on Application of Verizon PA to Provide In-region InterLATA Service in Pennsylvania at Docket No. M-00001435 (June 6, 2001) (“A permanent Performance Assurance Plan (“PAP”) together with self-executing remedies, appropriate penalty levels, performance standards and other features, is essential to properly incent Verizon to provide and to continue to provide adequate and non-discriminatory service to CLECs after Section 271 approval is achieved.”)


�  The proposed revisions were based on Revisions to the NY PAP, adopted by the NY PSC on March 17, 2005.


�  Cavalier renewed and expanded this request in F0011.


�  See � HYPERLINK "http://www.puc.state.pa.us/PcDocs/564143.doc" ��http://www.puc.state.pa.us/PcDocs/564143.doc� 
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