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REVISED PA PERFORMANCE ASSURANCE PLAN 

The Pennsylvania Public Utility Commission (“Commission”) should adopt the “Verizon Pennsylvania Inc. Performance Assurance Plan” (the revised “PA PAP”) that was submitted by Verizon Pennsylvania Inc. (“Verizon PA”) on November 21, 2006, with the further revisions set out in Exhibit 1.
  The revised PA PAP includes the revisions to the “Performance Assurance Plan Verizon New York Inc.” (“NY PAP”) that were adopted by the New York Public Service Commission (“New York PSC”) on September 25, 2006.
  These revisions are essential to preserve the effectiveness and proper operation of the PA PAP.  For the services covered by the revised PA PAP, the total financial incentives provided by the revised PA PAP are substantially the same as the total financial incentives provided by the core sections of the current PA PAP (the Mode of Entry and Critical Measures sections) and will provide Verizon PA with a strong motivation to continue to provide high quality service to CLECs.
I. The Revised PA PAP.
The revised NY PAP was proposed by the New York PSC Staff and was adopted, with some modifications, by the New York PSC on September 25, 2006.  The New York PSC gave this summary of the revised NY PAP:

“The Proposal seeks to realign the PAP, and its at risk dollars, to reflect Verizon's wholesale market obligations going forward and to implement structural and methodological changes designed to simplify the Plan.  The Proposal attempts to make these changes in a penalty neutral manner because Verizon's performance under the Plan over the past few years has, for the most part, been acceptable.”  (footnotes omitted)

In revising the NY PAP, the New York PSC Staff and the New York PSC simplified the PAP and realigned it and its dollars-at-risk to reflect Verizon NY’s wholesale market obligations going forward.  The New York PSC Staff and the New York PSC retained the basic structure and core elements of the current PAP—the Mode of Entry (“MOE”) provisions and the Critical Measures provisions.  However, within the scope of this structure and these core elements, there are many changes that the New York PSC Staff and the New York PSC believe will enhance the effectiveness of the NY PAP, including changes to the services covered by the PAP, the dollars-at-risk, and the methodology used to compute financial incentives.  These changes are all reflected in the revised PA PAP. 
A. The Mode of Entry Section.  

The most significant change to the PA PAP is that measurements for UNE Platform (“UNE-P”), line sharing and line splitting have been removed from the PA PAP.  The withdrawal of measurements for these services has resulted in the removal of 44 of the 167 metrics in the current PA PAP MOE section.  The removal of these metrics also has led to many other changes to the PA PAP, including changes in the amounts and allocations of the dollars-at-risk.
The withdrawal of measurements for UNE Platform, line sharing and line splitting from the PA PAP is a necessary consequence of the decisions of the Federal Communications Commission in its Triennial Review Order and Triennial Review Remand Order, to withdraw Verizon PA’s obligation to provide the UNE Platform, new line sharing arrangements, and line splitting on UNE Platform lines, pursuant to Section 251 of the Communications Act, 47 U.S.C. § 251.
  If the PA PAP is to continue to be an effective and properly operating wholesale service quality plan, it cannot continue to contain a large number of metrics, comprising whole sections of the PAP, for services that CLECs no longer receive from Verizon PA pursuant to Section 251.
  

No party to the NY PAP proceeding objected to the removal of the metrics for UNE Platform, line sharing and line splitting from the NY PAP.
  The withdrawal of these metrics from the NY PAP followed an earlier decision by the New York PSC to remove these metrics from the “Carrier-to-Carrier Guidelines Performance Standards and Reports” for Verizon New York Inc. (“NY Guidelines”).
  In approving removal of the metrics for UNE Platform, line sharing and line splitting from the NY PAP, the New York PSC noted:
“Because we no longer require Verizon to report performance on transactions involving UNE-P, line splitting and line sharing products for C2C purposes, it is reasonable to no longer require that they be subject to bill credits under the PAP.  
Normally, C2C changes to an established PAP metric flow through to the Plan.  But the incorporation of the TRO/TRRO changes will result in a profound impact on the overall structure of the Plan that goes far beyond simple metric modification.  Specifically, product segments are being removed from the Plan that will affect the overall structure of the MOE and CM categories, the consideration of sample sizes, and the overall at risk dollars.”

The need for removal of the measurements for UNE Platform, line sharing and line splitting also has already been recognized in Pennsylvania.  Revisions to the “Carrier-to-Carrier Guidelines Performance Standards and Reports” for Verizon PA (“PA Guidelines”) deleting these measurements from the PA Guidelines were submitted by Verizon PA on January 13, 2006 and were approved by the Commission on March 3, 2006.
  
The current PA PAP includes five modes of entry, Resale, UNE Platform, UNE Loop, DSL and Trunks.  The revised PA PAP retains three of these modes of entry, Resale POTS, Loop-Based, and Interconnection Trunks.
  However, as a result of the withdrawal of the UNE Platform metrics, the UNE Platform mode of entry has been removed.  Because of the withdrawal of line sharing and line splitting metrics, the DSL mode of entry also has been withdrawn and the remaining 2-wire xDSL loop metrics and 2-wire digital loop metrics from this mode of entry have been added to the Loop mode of entry to form a single “Loop-Based” mode of entry.

The metrics in the MOE section of the PA PAP also have been revised by adding additional Hot Cut related metrics (specifically, PO-2-02-6010, “OSS Interface Availability—Prime Time—WPTS,” PR-6-02-3523, “% Installation Troubles Within 7 Days—Loop—Large Job Hot Cut,” PR-9-01-3523, % On Time Performance—Loop—Large Job Hot Cut,” and PR-9-08-3533, “Average Duration of Hot Cut Installation Troubles”), emphasizing the importance of Hot Cut related performance,
 and by removing some existing metrics that have been found not to be sufficiently valuable in measuring Verizon PA’s performance to merit continued inclusion in the PA PAP.
 
As can be seen from the following chart, the foregoing changes to the modes of entry and metrics have resulted in changes to the dollars-at-risk under the MOE section of the revised PA PAP.
	Mode of Entry—Annual Dollars-at-Risk

	Mode of Entry
	Current PA PAP
($ Millions)
	Revised PA PAP
($ Millions)

	UNE Platform
	$30.294
	$0.000

	DSL
	$6.732
	$0.000

	Resale
	$3.366
	$3.366

	UNE Loop
	$6.732
	$10.097

	Trunks
	$3.366
	$3.366

	Total MOE
	$50.490
	$16.829



*  These amounts are subject to doubling as provided in the PA PAP.
In approving the revised NY PAP, the New York PSC agreed it was appropriate that the dollars-at-risk under the NY PAP should be reduced to reflect the reduction in the services covered by the NY PAP.
  The New York PSC also recognized that for the services covered by the revised NY PAP, the revised PAP sought to allocate dollars-at-risk consistent with the financial incentives under the current PAP and that the net effect of the financial incentives under the revised PAP should be roughly the same as under the current PAP.
  

As a consequence, the bottom line of the chart shows a reduction in the total dollars-at-risk under the MOE section of the PA PAP.  This reduction reflects the removal of the UNE Platform, line sharing and line splitting metrics from the PA PAP.  As these metrics have been withdrawn from the PA PAP, the dollars associated with them also have been withdrawn.  
However, as an inspection of the chart will show, while there has been a reduction in the total dollars-at-risk under the MOE section, the total dollars-at-risk for the services that continue to be included in the MOE section of the revised PA PAP are substantially the same as under the current PA PAP.  The dollars-at-risk for the Resale and Trunks modes of entry are unchanged.  The dollars-at-risk for the Loop-Based mode of entry actually have been increased by 50%, reflecting the transfer of the remaining 2-wire xDSL loop metrics and 2-wire digital loop metrics and 50% of the dollars-at-risk in the former DSL mode of entry to the Loop-Based mode of entry.

B. The Critical Measures Section.

The Critical Measures section of the PA PAP has been revised in many of the same ways as the MOE section.
  As with the MOE section, metrics measuring UNE Platform, line sharing and line splitting have been removed, resulting in the withdrawal of 20 of the 105 Critical Measures metrics.  The Critical Measures metrics also have been revised by removing metrics that are no longer seen as being sufficiently valuable in measuring Verizon PA’s performance to merit continued inclusion in the PA PAP.  Other metrics have been added to emphasize the importance of the service that is measured by these newly added metrics.
  The newly added metrics include those set out in the following chart.  Overall, the total number of metrics included in the Critical Measures now numbers 50, slightly less than half of the 105 metrics contained in the current PA PAP.

	Critical Measures Added

	PO-4-01-6660
	% Change Management Notices Sent on Time
	Change Notice/Conf.
Type 3/4/5

	PO-2-02-6010
	OSS Interface Availability – Prime Time
	WPTS

	OR-1-04-2320
	% On Time LSRC/ASRC - No Facility Check (Electronic - No Flow Through)
	Resale POTS/Pre-qualified
Complex

	OR-1-04-3331
	% On Time LSRC/ASRC - No Facility Check (Electronic - No Flow Through)
	UNE Loop/Pre-qualified Complex/LNP

	OR-1-06-3211
	% On Time LSRC/ASRC - Facility Check (Electronic - No Flow-through)
	UNE Specials DS1

	OR-1-06-3331
	% On Time LSRC/ASRC - Facility Check (Electronic - No Flow-through)
	UNE Loop/Pre-qualified Complex/LNP

	PR-6-02-3523
	% Installation Troubles within 7 days-Loop-Large Job Hot Cut
	

	PR-9-01-3523
	% On Time Performance-Loop-Large Job Hot Cut
	

	BI-9-01-1000
	% Billing Completeness in Twelve Billing Cycles
	UNE/Resale


As with the MOE section, the dollars-at-risk under the Critical Measures section have been revised:
	Critical Measures—Annual Dollars-at-Risk

	Critical Measures
	      Current PA PAP
         ($ Millions)
	     Revised PA PAP
       ($ Millions)

	UNE Platform
	$30.295
	$0.000

	DSL
	$6.732
	$0.000

	Resale
	$6.732
	$7.132

	UNE Loop
	$10.772
	$11.886

	Trunks
	$8.079
	$6.438

	Specials
	$2.020
	$4.358

	Other
	$2.020
	$4.655

	Total
	$66.650
	$34.470

	# of Measures
	105
	50

	$ Per Measure
	$0.635
	$0.689


This revision reflects the conclusion of the New York PSC:

“We believe that a reduction of overall at risk dollars assigned to the CM category is appropriate as UNE products, i.e., UNE-P, decline.  In other words, the amount of dollars

left for metrics that do not pertain to UNE-P and line sharing is roughly the same.”

As a result, as with the MOE section of the revised PA PAP, the total dollars-at-risk under the Critical Measures section of the PA PAP remain substantially the same for the services that remain in the PA PAP.  As the chart shows, the dollars-at-risk under the current PA PAP for UNE Platform and DSL metrics have been deleted, reflecting the withdrawal of UNE Platform, line sharing and line splitting metrics from the PA PAP.  However, additional dollars-at-risk have been allocated to UNE Specials metrics and Other metrics (including billing timeliness), reflecting a desire to provide Verizon PA with an increased incentive to meet performance standards for these services.  In adopting these changes, the New York PSC noted:
“The modifications appropriately include a greater emphasis on Special circuits (DS1 & DS3), consistent with the conclusions reached in the Verizon/MCI Merger and the Competition III proceedings.  The Proposal also incorporates the inclusion of the BI-9 metric, a matter of concern for several years, with significant bill credits allocated to it.”


Because of the reduction in the total number of metrics in the Critical Measures section of the revised PA PAP, the annual dollars-at-risk per metric actually have increased, from $635,000 per metric to $689,000 per metric.

In addition to these changes to dollars-at-risk for categories of Critical Measures, a closer review of the revised PA PAP will show that the dollars-at-risk for individual Critical Measures have been reallocated, reflecting the relative importance of the metrics in light of the current telecommunications market.
The revised PA PAP also modifies the manner in which the Critical Measures Individual Rule is applied.  Like the MOE provisions, the Critical Measures Aggregate Rule measures Verizon PA’s performance for CLECs in the aggregate, providing Verizon PA with incentives to provide good performance to the CLEC industry as a whole.  The Critical Measures Individual Rule allows individual CLECs to receive bill credits for substandard performance received by them individually, even if Verizon PA’s performance to the CLEC industry in the aggregate meets applicable performance standards.
  

The revised PA PAP modifies the Critical Measures Individual Rule by assessing performance based on each individual month’s performance, rather than two-month’s performance as under the current PA PAP.
  This emphasizes the need for Verizon PA to provide standard-meeting performance for each and every month.
The revised PA PAP also modifies the Critical Measures Individual Rule scoring methodology as shown below.
	Critical Measures Individual Rule Scoring

	
	Current PA PAP
	Revised PA PAP

	Number of Months Considered
	2
	1

	Miss – Parity (Z Score)
	-0.8225
	-4.9350

	Miss – Benchmark
	PA Guidelines Standard
	PA Guidelines Standard less 10% *


*  Typical Metric
These changes reflect the decision to have the assessment of whether financial incentives would apply be based on a single month’s performance, rather than two months of performance as provided in the current PA PAP.  This shift to use of a single month’s performance led to a need to adjust the z-score and benchmarks that will apply in order to ensure the statistical accuracy of the measurements and provide an overall level of financial incentives equal to the current PA PAP for the services that continue to be covered by the PAP.

C. Special Provisions and Change Control Assurance Plan.

The current PA PAP includes in the Special Provisions section of the PAP metrics for UNE Flow-Through, Ordering and Hot Cuts.  This section, though, has been removed from the revised NY PAP and the revised PA PAP.  The New York PSC concluded “. . . that the reasons for developing the SP category no longer exist.  Those areas that historically warranted inclusion into the SP category no longer warrant specific attention.”
  The New York PSC also observed that many of the metrics that were contained in the Special Provisions section will be included in the other sections of the revised NY PAP.

The current PA PAP also contains a “Change Control Assurance Plan,” a separate section containing metrics related to changes in Operations Support Systems (OSS).  However, as with the Special Provisions section, this section has been removed from the revised NY PAP and the revised PA PAP.  The New York PSC concluded that “. . . the need for the CCAP category no longer exists,” and noted that the key metric from this section, Metric P0-4-01, “% Change Management Notices Sent On Time,” will be included in the Critical Measures section of the revised NY PAP.
  
In sum, removing the Special Provisions and Change Control Assurance Plan sections of the PA PAP will simplify the PAP, while the continuance of the most important of the metrics from these sections in other sections of the PAP will provide a continuing incentive for Verizon PA to meet performance standards for the service areas formerly covered by the Special Provisions and Change Control Assurance Plan.
D. Changes to the Scoring Mechanism.
In order to assure the statistical validity of the measurements in the PA PAP, the existing PA PAP provides that if for a measured month Verizon PA misses the performance standard for a metric at a -1 level, but Verizon PA meets the performance standard for each of the next two months, the performance score for the first month will be changed from -1 to 0—that is to a score reflecting that the performance standard for the first month was met and that the apparent failure to meet the performance standard for the first month was not an actual failure but only a statistical inaccuracy in measurement.  This methodology, sometimes referred to as the “-1 Recapture Provision,” required Verizon PA to issue two performance reports for each month, a preliminary report at the end of the month after the measured month and then a final report two months later reflecting the results of the performance in the two subsequent months.

The revised PA PAP eliminates this duplication and complexity by basing performance on only the single measured month’s performance.
  The New York PSC saw two substantial advantages to this change:

“Elimination of the "-1" recapture provision will simplify the Plan and create additional incentive for Verizon to provide adequate service.

. . . .

As it relates to simplification, removal of the "-1" recapture provision obviates the need to continually recalculate prior performance credits.  From an incentive standpoint, removal of the "-1" recapture provision prevents the reversal of penalties for actual poor performance because Verizon can no longer look to the following two months to correct its substandard performance.  With no second bite at the apple, the incentive to perform consistently at or above the standard is obvious; without the ability of reversal actual inadequate performance is otherwise subject to bill credits.”

As the New York PSC observed, though, removal of the -1 Recapture Provision necessitated a number of other changes to the scoring methodology to assure that it remained statistically valid and penalty neutral:
“. . . [I]ts removal is tied to changes in the z-scores, dead-bands and the scaling of MOE bill credits.  The "-1" recapture effectively reduces Verizon's risk of paying bill credits for actual poor performance.  To offset the effect of eliminating the "-1" recapture, the Proposal provides for more stringent z-scores which reduces the risk that Verizon is penalized due to random events.  This in turn warrants a tightening of the dead-band thresholds to maintain a similar confidence level for triggering the MOE bill credits.  The tightening of the dead-bands subjects Verizon to more immediate penalties which led staff to propose a more gradual phase-in of bill credits.” (footnotes omitted)

As the New York PSC notes, to permit the elimination of the -1 Recapture Provision, the statistical Z-scores used for the parity metrics have been increased.  The increased Z-scores will assure the statistical validity of a conclusion that a performance standard has not been met.
  This change is summarized in the following chart.
	Scoring

	CLEC Aggregate Scoring
	Current PA PAP
	Revised PA PAP

	-1 Recapture (Parity and Benchmark)
	Yes
	No

	-1 Score - Parity (Z Score)
	-0.8225
	-1.645

	-1 Score – Benchmark
	PA Guidelines Standard

	-2 Score - Parity (Z Score)
	-1.645
	-3.29

	-2 Score – Benchmark
	PA Guidelines Standard less 5% *


*  Typical metric
As a result of the change in the z-scores, the scoring mechanism in the MOE section of the PA PAP has been revised by changing the thresholds at which financial incentives will apply.  The new threshold is set at a level closer to zero (the threshold is measured in negative numbers), which can result in financial incentives being available to CLECs for a less serious failure by Verizon PA to meet performance standards than under the current PA PAP.  Because of this, financial incentives, which increase as Verizon PA’s level of performance falls further below standard, start at a lower percentage of the maximum available incentives than under the current PA PAP (10% v. 20%).

	Mode of Entry Minimum Thresholds Derived From Revised Scoring

	 
	Current PA PAP
	Revised PA PAP

	Benchmarks included in Calculation
	No
	Yes

	MOE Starting Increment (% of Max)
	20%
	10%

	UNE Loop Minimum Threshold
	-0.18293
	-0.11515

	Resale Minimum Threshold
	-0.24715
	-0.13278

	Trunk Minimum Threshold
	-0.21429
	-0.17857


A key point that Verizon PA must clearly state with regard to the new scoring methodology is that the Commission should not consider proposals to make selective changes to the scoring methodology.  The new scoring methodology was created by the New York PSC Staff and was designed by the Staff to be an integrated package that balanced each change to the former scoring methodology with necessary changes to other aspects of the scoring methodology.
  The New York PSC expressly recognized this when it noted that elimination of the -1 Recapture Provision “. . . is tied to changes in the z-scores, dead-bands and the scaling of MOE bill credits.”

The revised scoring methodology is a carefully balanced integrated mechanism.
  Attempts to change portions of the methodology without carefully restructuring the scoring methodology as a whole could result in the PAP becoming unbalanced and produce statistical aberrations that could result in the PAP not operating properly and providing either excessive or insufficient penalties for failures by Verizon PA to meet applicable performance standards.  Because of this, the Commission should accept the scoring methodology set out in the revised PA PAP without change.
E. Audit Related Revisions.
In some state audits of the New York PAP-based performance assurance plans for the Verizon telephone companies, the auditors have made recommendations for clarifications to the text of the PAP.  Several of these suggested clarifications have been included in the revised PA PAP:
· Clarifications to the description of “qualified misses” with an example calculation.

· Clarifications to the Critical Measures Aggregate and Individual Rules provisions with example calculations.

· Addition of a table of metrics in the PAP that combine multiple PA Guidelines metrics.

· Clarifications identifying the “quarter point” for the overall MOE score.

· Addition of detail to the description of location driven clustering.

F. Pennsylvania-Specific Provisions.

The revised PA PAP reflects all of the PAP changes that were adopted in New York.  However, there are some Pennsylvania-specific aspects of the PA PAP, which are primarily addressed in Appendix F.  This appendix includes provisions relating to changes to the PA PAP and the offset mechanism that applies when CLECs are entitled to receive bill credits under interconnection agreement service quality performance plans.  These Pennsylvania-specific provisions reflect the need to identify the processes for changes to the PA PAP and the agreement of interested parties in developing the Mid-Atlantic jurisdiction PAPs as to the proper relationship between the PAP and interconnection agreement performance plans.

G. Changes in the Overall Dollars-At-Risk.
The total dollars-at-risk in the revised NY PAP were reduced by 65% from the current NY PAP.  The New York PSC concluded that this reduction was justified because of the decline in the number of lines covered by the PAP and Verizon NY’s UNE revenue, the increase in intermodal competition, and the fact that the revised PAP was designed to provide roughly the same level of financial incentives for the services remaining in the revised PAP as the core sections (MOE and Critical Measures) of the current PAP:

“The overall at risk dollars represents the amount necessary to reasonably ensure that Verizon continues to offer nondiscriminatory wholesale service to competitors.  The current amount was established over six years ago and does not reflect the telecommunications market in New York today.  With the incorporation of the TRO/TRRO changes and the emergence of intermodal competition, the number of lines covered by the PAP has been substantially reduced and the amount of overall bill credits should likewise be adjusted downward.

. . . .

Initially, we agree that the Proposal's reduction in the overall dollars is justified based on the reduction of UNE based products and lines due to the TRO/TRRO changes and the evolving competitive marketplace.  Specifically, the TRRO concluded that access to switching was no longer necessary for CLECs to enter the mass market.  This conclusion is consistent with our finding in the Competition III case, that competition in the telephone market has developed and competitors are using their own facilities to compete with Verizon.  The decrease in overall at risk dollars reasonably reflects the decrease in Verizon's UNE revenue.  Verizon's UNE revenue has dropped approximately 65% as of June 2006 (from its high in November 2004). Adjusting the PAP's total at risk dollars by approximately 65% is consistent with the drop in UNE revenue.

Changes in the telecommunications market also underscore a need to reduce the overall amount in the Plan.  The PAP is intended to reflect Verizon's current wholesale service obligations, and, in the face of increased intermodal competition, Verizon claims that it has more of an incentive to provide high levels of retail and wholesale services.  When competitors can bypass the ILECs' facilities, these facilities are no longer critical for entrance to the mass market and the ILECs' incentives are substantially modified as they seek to keep traffic on its network.  Market pressure on Verizon from emerging cable voice offerings, together with voice over internet protocol (VoIP) and wireless, should provide that additional incentive.

. . . .

Moreover, we do not agree with the CLECs who argue that a reduction in overall at risk dollars will lead to backsliding.  The Proposal attempts to allocate at risk dollars consistent with the penalties under the current Plan for the remaining products.  The net effect of those penalties should be roughly the same.
. . . .
Accordingly, we find that the Proposal to decrease the overall at risk amount is justified by the decrease in the number of lines covered by the PAP and Verizon's decrease in UNE revenue as well as the emergence of intermodal competition.” (footnotes omitted)

In conformity with the revisions to the NY PAP, the revised PA PAP reduces the total dollars-at-risk by 65%.  As in New York, this reduction in the total dollars-at-risk is consistent with the reduction in the services covered by the PA PAP.  As the chart below shows, the 65% reduction in dollars-at-risk in the revised PA PAP is actually less than the 70.69% reduction in the number of lines covered by the revised PA PAP, when the number of lines covered by the current PA PAP in August 2004 (the month in which the number of UNE Platform lines used by CLECs peaked), 1,094,841, is compared with the number of lines that would have been covered by the revised PA PAP in September 2006, 320,896, had the revised PA PAP been in effect in September 2006.  

	Annual Dollars-at-Risk

	
	Current PA PAP 

($ Millions)
	Revised PA PAP 

($ Millions)

	Mode of Entry
	$50.490
	$16.829

	MOE Doubling
	$50.490
	$16.829

	Critical Measures
	$66.650
	$34.470

	Special Provisions
	$22.880
	$0.000

	CCAP
	$6.730
	$0.000

	Total 
	$197.240
	$68.127

	Lines covered by PAP *
	1,094,841
	320,896


 * Current PA PAP—lines in service covered by the PA PAP as of August 2004.  
Revised PA PAP—lines in service covered by the revised PA PAP as of September 2006.  
II. The Commission Should Adopt the Revised PA PAP. 

There are compelling reasons for the Commission to adopt the revised PA PAP.  First, and foremost, the revised PA PAP contains financial incentives that are more than sufficient to provide Verizon PA with the incentive to provide CLECs with service that meets applicable service quality performance standards.  A total of $68,126,696 per year is at risk under the revised PA PAP, $33,657,030 under the MOE section and $34,469,666 under the Critical Measures section.  The size of these potential bill credits, over $5.67 million per month, in and of themselves will provide Verizon PA with an adequate inducement to meet applicable wholesale service quality standards.  
Moreover, for the services that will continue to be measured under the revised PA PAP, the total dollars-at-risk under the revised PA PAP will be substantially the same as the total dollars-at-risk under the MOE and Critical Measures sections of the current PA PAP.  If in the past these dollars-at-risk have been sufficient to provide Verizon PA with the incentive to provide CLECs with service that meets applicable performance standards—and they have, since Verizon PA has been providing the CLECs with excellent quality service—then, in the future, these dollars-at-risk should be sufficient to provide Verizon PA with the incentive to continue to provide CLECs with service that meets applicable performance standards.
Further, a comparison of the revised PA PAP with the revised NY PAP using September 2006 CLEC lines-in-service data for lines covered by the revised PAPs shows that the total annual dollars-at-risk per line under the revised PA PAP, $212.30, will be greater than the total annual dollars-at-risk per line under the revised NY PAP, $200.02.  If the New York PSC found that the revised NY PAP, which places $200.02 at risk per line, will provide an adequate incentive to Verizon NY to meet applicable service quality standards, this Commission should find that the revised PA PAP, which places $212.30 at risk per line, will provide an adequate incentive for Verizon PA to meet applicable service quality standards.  

In addition, a good case can be made for even further reductions in the amounts at risk since competition, and not regulation, is now the major driver of service quality in Pennsylvania.  The New York PSC found that “[m]arket pressure on Verizon from emerging cable voice offerings, together with voice over internet protocol (VoIP) and wireless, should provide [an] additional incentive.”
  Likewise, in the Omaha Forbearance Order, the FCC recognized that where there are “very high levels of retail competition that do not rely on [the ILEC’s] facilities – and for which [the ILEC] receives little to no revenue,” the ILEC has “the incentive to make attractive wholesale offerings available so that it will derive more revenue indirectly from retail customers who choose a retail provider other than [the ILEC].”
  Clearly, intermodal competition, competition from cable television, VOIP and wireless service providers, is increasing everywhere, including in Pennsylvania.  Verizon PA would certainly rather obtain wholesale revenues from its CLEC customers than to receive no revenue at all when end-user customers leave its network and move to the network of another service provider.  Accordingly, these competitive forces could justify an even further reduction in the dollars at risk under the PA PAP.  However, for the time being, the proposed amounts at risk under the PA PAP are more than enough and should be adopted by the Commission.
In sum, as the New York PSC stated:

“Accordingly, we find that the Proposal to decrease the overall at risk amount is justified by the decrease in the number of lines covered by the PAP and Verizon's decrease in UNE revenue as well as the emergence of intermodal competition.”

Second, the revised PA PAP has been significantly revised in ways that are needed to allow the PA PAP to continue to operate properly and address the needs of a changing telecommunications marketplace.  Most importantly, as has already been authorized for the PA Guidelines, the revised PA PAP removes metrics for UNE Platform, line sharing and line splitting.  The current PA PAP cannot continue to operate properly, and as it was originally designed, when large numbers of the metrics and whole sections of the PAP measure services that are no longer provided by Verizon PA to CLECs under Section 251.  

In addition, the revised PA PAP reflects the need to address services and issues that are not emphasized in the current PAP.  For instance, in the Critical Measures there is a significantly increased emphasis on UNE Specials and on Billing Timeliness.

Third, the revised PA PAP includes a simplified scoring mechanism that eliminates the -1 Recapture Provision.  This change eliminates the complex process of issuing preliminary and final reports and reassessing each month’s performance for -1 performance scores based on the next two months’ performance.  Also, it provides an increased incentive for Verizon PA to meet applicable performance standards each and every month because Verizon PA cannot reverse a finding of substandard performance at the -1 level by increasing its performance efforts and meeting the standard in the each of the next two months.   
Finally, a great improvement is the extensive rewriting of the PA PAP document to remove redundant material and address subjects at a single place in the text, and the inclusion of material to address suggestions from auditors for clarifications in the language.
 

III. Transition Issues. 

If the Commission adopts the revised PA PAP, which it should, it must also adopt a mechanism to close out the current PA PAP.  In some situations, the current PA PAP examines Verizon PA’s performance over a period of three months to determine if bill credits are due.  The revised PA PAP requires only one month of performance to determine whether Verizon PA owes bill credits to the CLECs.  The revised PA PAP also deletes a number of metrics from the current PA PAP.  Accordingly, Verizon PA recommends the following mechanisms be put in place to close out the current PA PAP.

First, as explained above, the revised PA PAP eliminates the -1 Recapture Provision that requires the examination of three months of data to determine whether a -1 score for the first of the three months should be converted to a 0 score.  Under the revised PA PAP, only one month of data is necessary to determine Verizon PA’s performance on any metric.  Once this change is implemented, there must be a mechanism to close out the last two months of the current PA PAP with respect to -1 recaptures.

Verizon PA proposes that for the purposes of the -1 Recapture Provision, the current PA PAP should be used to calculate performance for the two-month recapture period.  For example, if the revised PA PAP were to go into effect for the July 2007 data month, the June data month under the current PA PAP should be calculated as it is today with respect to scoring.  Any -1 performance scores in the preliminary report for June 2007 would be subject to change using the performance from the next two months, i.e., July and August 2007, in the same manner as they would have been if the current PA PAP were to continue.  Verizon PA would produce PAP reports for July and August pursuant to the revised PA PAP, and those reports would determine what, if any, bill credits were due under the revised PA PAP for those months.

Second, the Special Provision metrics for flow-through also examine more than one month’s performance and must also be closed out once the revised PA PAP becomes effective.  The metrics in this section are examined on a quarterly basis.  For example, each quarter, $1,682,500 is at risk for these metrics.  Verizon PA proposes that, for the purpose of this section, these metrics should continue to be analyzed until the respective quarter is closed out.  However, the dollars-at-risk should be prorated.  Thus, if a new PA PAP is implemented in November 2007, Verizon PA would be liable under the current PA PAP for one month – October 2007.  To determine if any bill credits are due to the CLECs under this section of the current PA PAP, Verizon PA would analyze the flow-through data for the fourth quarter of 2007 (October - December 2007).  However, if bill credits are due, Verizon PA would only be responsible for $560,833.33, which is one-third of the $1,682,500 in bill credits currently at risk for the full quarter.

IV. Implementation.

If the revised PA PAP is approved by the Commission by March 31, 2007, Verizon PA proposes to implement the revised PA PAP for the July 2007 data month.
  If the revised PA PAP is not approved by March 31, 2007, implementation of the revised PA PAP will be delayed until after the July 2007 data month.  Also, if the Commission were to order modifications to the revised PA PAP that require systems or process changes in addition to those already contemplated by Verizon PA for implementing the revised PA PAP as submitted by Verizon PA on November 21, 2006, implementation of the revised PA PAP may be delayed until after the July 2007 data month.  If the revised PA PAP is approved after March 31, 2007, or if changes to the revised PA PAP directed by the Commission will delay its implementation, Verizon PA will notify the Commission as to when the revised PA PAP will be implemented.

V. Conclusion.

Verizon PA respectfully requests that the Commission adopt the revised PA PAP and the transition plan and implementation schedule outlined above.
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� See Footnote 28, below.


� Petition filed by Bell Atlantic—New York for Approval of a Performance Assurance Plan and Change Control Assurance Plan, filed in C 97-C-0271, Order Amending Performance Assurance Plan, Case No. 99-C-0949 (9/25/06) (“NY PAP Order”).


� 	NY PAP Order, at 7.


� Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers, Implementation of the Local Competition Provisions of the Telecommunications Act of 1996, Deployment of Wireline Services Offering Advanced Telecommunications Capability, Report and Order and Order on Remand and Further Notice of Proposed Rulemaking, FCC 03-36, 18 FCC Rcd 16978 (2003) (the “Triennial Review Order”), corrected by Errata, 18 FCC Rcd 19020 (2003), vacated and remanded in part, affirmed in part, United States Telecom Ass’n. v. FCC, 359 F.3d 554 (D.C. Cir. 2004), cert. denied, 125 S.Ct. 313, 316, 345 (2004); Unbundled Access to Network Elements, Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers, Order on Remand, FCC 04-290, 20 FCC Rcd 2533 (2005) (the “Triennial Review Remand Order”), affirmed, Covad Communications Company v. FCC, 450 F.3d 528 (D.C. Cir. 2006). 


� See, NY PAP Order, at 12.


� 	NY PAP Order, at 12.


�  Proceeding on Motion of the Commission to Review Service Quality Standards for Telephone Companies, Order Establishing Modifications to the Inter-Carrier Service Quality Guidelines, New York PSC Case 97-C-0139 (12/1/05).


� 	NY PAP Order, at 12.


� 	Performance Metrics and Remedies—Footprint Changes Stemming from NY PCS December 2005 Changes, “Order,” M-00011468 F0009 (3/3/06). 


� Appendix A of the revised PA PAP contains the revised MOE section of the PAP.


� See, NY PAP Order, at 17-19.


� On May 27, 2005, Verizon PA submitted for the Commission’s consideration for addition to the PA PAP Hot Cut related metrics that had been adopted by the New York PSC for the NY PAP.  The Commission postponed consideration of the addition of Hot Cut related metrics to the PA PAP pending submission of the revised PA PAP that is now being considered by the Commission.  Proposed Revisions to PA PAP, filed May 27, 2005, based on Revisions to the NY PAP, adopted by the NY PSC on March 17, 2005, Secretarial Letter, M-00011468 F0007 (9/29/05).  


� For instance, Metrics PO-1-06-6030, “Mechanized Loop Qualification – CORBA,” and PO-8-02-6000, “% On Time - Engineering Record Request,” have been deleted.  These metrics reported little or no activity.  Metric MR-4-06-2120, “% Out of Service > 4 Hours – POTS – Res.,” also was deleted.  The four hour measurement interval for this metric was found to be too short, since most residential service outages exceed four hours.  However, the revised PA PAP retains out of service metrics that measure longer intervals.


� NY PAP Order, at 14, 16 and 18.


� NY PAP Order, at 15.


� NY PAP Order, at 18, n. 22.


� Appendix B of the revised PA PAP contains the revised Critical Measures section of the PAP.


� See, Footnote 12, above.


� See, NY PAP Order, at 21-23.  Several metrics were added to this section of the PAP in response to CLEC comments.  Id. at 22-23.


� NY PAP Order, at 22.


�  NY PAP Order, at 22.


� See, NY PAP Order, at 34.


� See, NY PAP Order, at 35-36.


� See, NY PAP Order, at 35, n. 38.


� NY PAP Order, at 25.


� See, NY PAP Order, at 25.


� See, NY PAP Order, at 25-26.


� Appendices C and D of the revised PA PAP contain provisions with regard to the revised scoring methodology, including statistical methodologies.  See, NY PAP Order, at 28.  


Under the revised PA PAP that was submitted by Verizon PA on November 21, 2006, there was one metric for which the -1 Recapture Provision continued to apply—Metric NP-1-03, a metric in the Interconnection Trunks mode of entry.  See, Revised PA PAP, Footnotes 16, 22 and 24.  However, in an order issued on December 15, 2006, the New York PSC held that the -1 Recapture Provision should not apply to Metric NP-1-03.   Petition Filed by Bell Atlantic—New York for Approval of a Performance Assurance Plan and Change Control Assurance Plan, Filed in C 97-C-0271, Order on Compliance Filing, Case No. 99-C-0949 (12/15/06).  Accordingly, on December 26, 2006, Verizon NY submitted a further revised NY PAP to the New York PSC which modified or deleted the footnotes that indicated the -1 Recapture Provision continued to apply to Metric NP-1-03.  A further revised PA PAP that contains these additional NY PAP changes is attached as Exhibit 1.  These further modifications to the PA PAP should be included in the Commission’s consideration of the revised PA PAP submitted on November 21, 2006 and should be adopted by the Commission.


� NY PAP Order, at 28-29.


� NY PAP Order, at 28.


� See, NY PAP Order, at 28, 31-32.


� See, NY PAP Order, at 28, 33-34.


� See, NY PAP Order, at 28.  While the new scoring methodology is acceptable to Verizon, it was not created by Verizon.


� NY PAP Order, at 28 (quoted on Page 14, above).


� See, NY PAP Order, at 28-34.


� Appendix F, Sections I.D and E contain a summary of the process for revising the PA PAP.  Consistent with the practice in other Mid-Atlantic jurisdictions that have adopted a PAP based on the NY PAP, Appendix F, Section I.D modifies existing Pennsylvania practice by expressly requiring that revisions to the NY PAP approved by the New York PSC be submitted to the Commission for its consideration within thirty (30) days after the compliance filing of the NY PAP revisions is submitted to the New York PSC by Verizon NY.  Cf., Performance Measures Remedies, Final Opinion and Order On Performance Measures and Remedies for Wholesale Performance for Verizon Pennsylvania Inc. (PMO II), M�00011468, pp. 87 and 97-98 (12/10/02).  In addition, in accordance with the agreement originally reached by Verizon and CLECs in adopting the PAP for the Mid-Atlantic jurisdictions, including Pennsylvania, Appendix F, Section I.F.1 contains provisions on the relationship between the PA PAP and interconnection agreement service quality performance plans that differ from those that are contained in the current NY PAP and that were carried over into the revised NY PAP.


Verizon PA has not included in Appendix F of the revised PA PAP provisions associated with a measurement quality assurance program that is unique to New York.  This program is referenced in the current NY PAP and is carried over into the revised NY PAP.  However, this program has never been adopted or implemented in jurisdictions other than New York.  See, revised NY PAP, Appendix F, Section I.D, “Quality Assurance Program,” and Section I.E.1, “Data for Parity Metrics.”


� See, NY PAP Order, at 13-16.


� See, NY PAP Order, at 15.


� Petition of Qwest Corporation for Forbearance Pursuant to 47 U.S.C. § 160(c) in the Omaha Metropolitan Statistical Area, Memorandum Opinion and Order, FCC 05-170, 20 FCC Rcd 19415, ¶ 67 (12/2/05).


� NY PAP Order, at 16.


� Verizon PA anticipates that other persons may propose changes to the revised PA PAP, including increases in the amounts of the dollars-at-risk.  The Commission should reject these proposals and adopt the revised PA PAP as it is set out in Exhibit 1.  Verizon PA reasserts its longstanding position that under applicable law the Commission may not impose a financial incentives, remedies or penalties plan upon Verizon PA without Verizon PA’s agreement.  Cf. Joint Petition of NEXTLINK Pennsylvania, Inc., et al., Opinion and Order, P-00991643, at 7-13 (12/31/99).  Verizon PA does not agree to changes to the revised PA PAP as it is set out in Exhibit 1.    


� This methodology will be used in New York.  NY PAP Order, at 38.  While Verizon PA would track performance in July and August for metrics that had a -1 performance score in June, Verizon PA would not issue full PAP reports under the current PA PAP for the months of July and August.


� PA PAP reports for the July 2007 data month will be issued at the end of August 2007.


� At present, Verizon PA anticipates that the next data month for which the revised PA PAP could be implemented would be the November 2007 data month.  PA PAP reports for the November 2007 data month would be issued at the end of December 2007.  The revised PA PAP would need to be approved by the Commission by July 31, 2007 in order for Verizon PA to implement the revised PA PAP for the November 2007 data month.
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