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VERIZON PENNSYLVANIA INC.’s

SUBMISSION OF A REVISED PA PERFORMANCE ASSURANCE PLAN

In accordance with the “Final Opinion and Order On Performance Measures and Remedies For Wholesale Performance for Verizon Pennsylvania Inc. (PMO II)” issued by the Pennsylvania Public Utility Commission (“Commission”) on December 10, 2002, Verizon Pennsylvania Inc. (“Verizon PA”) submits a revised “Performance Assurance Plan Verizon Pennsylvania Inc.” (retitled the “Verizon Pennsylvania Inc. Performance Assurance Plan”) (“PA PAP”) for consideration by the Pennsylvania Public Utility Commission (“Commission”).
  The revisions in the revised PA PAP are consistent with the New York Public Service Commission’s (“PSC”) September 25, 2006 Order in Case 99-C-0949, which amended the “Performance Assurance Plan Verizon New York Inc.” (“NY PAP”), and Verizon New York Inc.’s (“Verizon NY’s”) October 25, 2006 Compliance Filing in that proceeding.  A copy of the New York PSC’s Order is set out in Attachment 1 and can be found at http://www.dps.state.ny.us/Case_99C0949.htm (select PSC File Room).
When submitting prior revisions to the PA PAP for the Commission’s consideration, it has been Verizon PA’s practice to provide the Commission with a “red-lined” version of the current PA PAP that highlights the changes that have been made to the PA PAP.  In this case, since the New York PSC has reorganized the main document and appendices, the provision of such a red-lined document would not be helpful.  As will be explained below, the revised PA PAP is significantly different in form and substance from the current PA PAP, and any red-lined version of the current PA PAP would be virtually incomprehensible.

I. The Revised NY PAP.
The New York PSC made significant changes to both the substance and format of the NY PAP.  These changes, which have been incorporated into the revised PA PAP, can be summarized as follows:

· Line sharing, line splitting, and UNE-P metrics were removed from the Mode of Entry (“MOE”) and Critical Measures sections of the Plan, consistent with the changes that previously were made to the “Carrier-to-Carrier Guidelines Performance Standards and Reports.”
 

· The overall at-risk dollars were reduced by approximately 65% to reflect the removal of a large volume of products no longer required to be unbundled and the realities of the competitive telecommunications market place.  However, for the products remaining in the MOE and Critical Measures sections of the PAP, approximately the same amount is at risk.

· The MOE section of the PAP has been modified so that it now includes only three modes instead of five.  The UNE-P MOE has been removed along with the UNE-P metrics, while the current Loop MOE and the remaining metrics from the DSL MOE are consolidated into a single “Loop-Based” MOE.  The three remaining modes are:  Resale, Loop-Based, and Trunks.

· In order to simplify the administration of the PAP, the scoring methodology for both the MOE and Critical Measures sections was modified.

· Most significantly, the -1 Recapture Provision was eliminated and only a single month is now used to evaluate Verizon’s aggregate performance.
  

· The elimination of the -1 Recapture Rule resulted in a number of other interrelated changes including modifications to the z-scores associated with the -1 and -2 scoring for parity measures, and the recalculation of the initial 10% payment levels for the MOE tables and Dead Bands for each of the MOEs.

· The number of Critical Measure metrics was reduced from 110 to 50, which increases the bill credits at risk per metric.

· The scoring methodology used for the Critical Measures Individual Rule was modified to evaluate performance on the basis of a single month’s performance.  This modification includes the shift to a single month’s performance and a corresponding change to the standards used for the scoring. 

· The Special Provisions and Change Control Assurance Plan categories were eliminated, but the PAP retains certain metrics from those provisions, including them in the MOE or Critical Measures sections.

· A greater proportion of dollars at risk were allocated to the UNE-Specials metrics provisions in the Critical Measures section of the Plan.

· A billing metric, BI-9 “% Billing Completeness in Twelve Billing Cycles,” replaces BI-3-04 and BI-3-05 in the Critical Measures section.

The New York PSC directed Verizon NY to confer with the New York PSC Staff and resolve a number of outstanding administrative issues in its compliance filing.  The compliance filing that Verizon NY made on October 25, 2006 addressed these issues.  A copy of the transmittal letter and Verizon NY’s Compliance Filing in Case 99-C-0949 are attached as Attachment 2.

II. The Revised PA PAP. 

The revised PA PAP, which is attached hereto as Attachment 3, reflects all of the above changes that were adopted in New York.  Additionally, in order to mirror the metrics contained in the revised NY PAP, the revised PA PAP contains additional metrics related to Large Job Hot Cuts and availability of WPTS, added in New York in March 2005.
  
Pennsylvania-specific aspects of the PA PAP, which do not mirror the NY PAP, are primarily addressed in Appendix F.  This appendix includes provisions relating to changes to the PA PAP, audits and replication, and the offset mechanism that applies when CLECs are entitled to receive bill credits under interconnection agreement service quality performance plans.
  With regard to changes to the PA PAP based on revisions to the NY PAP, Verizon PA has included in the revised PA PAP a provision that modifies the existing process for considering such revisions, by providing that revisions to the NY PAP that have been adopted by the New York PSC will be submitted to the Commission for its consideration for inclusion in the PA PAP within thirty (30) days after the post-adoption compliance filing of the NY PAP revisions is submitted to the New York PSC by Verizon NY.
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.  This means that the overall dollars at risk in the PA PAP, like the overall dollars at risk in the NY PAP, have been reduced by approximately 65%.  The dollars at risk in the revised PA PAP have been distributed among the metrics in the revised PA PAP in the same manner as the dollars at risk in the revised NY PAP have been distributed among the metrics in the revised NY PAP.    
III. Transition Issues. 

If the Commission adopts the revised PA PAP, it must also adopt a mechanism to close out the current PA PAP.  In some situations, the current PA PAP examines Verizon’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, the Commission must determine how to close out the current PA PAP, i.e., 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.  In the meantime, Verizon PA would also produce new 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, 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, if Verizon PA did not satisfy both of the flow-through metric thresholds.

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, 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 establish a schedule for Verizon PA and other interested parties to submit comments and reply comments on whether the Commission should adopt the revised PA PAP and Verizon PA’s proposed implementation schedule for the revised PA PAP.
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ATTACHMENT 3

�  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).  Consistent with the Commission’s instruction with regard to the form of Verizon PA’s submission of New York-based revisions to the PA PAP, in this submission Verizon PA has not set out comments on whether the revised PA PAP should be adopted by the Commission.  See, for instance, Performance Metrics and Remedies—July 2006 Changes, Order, Docket No. M-00011468 F0010, p. 3, footnote 9 (9/18/06).  At the time designated by the Commission for submission of comments on whether the revised PA PAP should be adopted by the Commission, Verizon PA will submit comments on this question.  Verizon PA reserves the right, inter alia, to renew its argument that under applicable statutory provisions Verizon PA may not be subjected to a financial incentive plan, or financial incentive plan dollar amounts at risk, to which Verizon PA has not consented.  See, Joint Petition of NEXTLINK Pennsylvania, Inc., et al., for an Order Establishing a Formal Investigation of Performance Standards, Remedies, and Operations Support Systems Testing for Bell Atlantic-Pennsylvania, Inc., Opinion and Order, Docket No. P-00991643, pp. 7-13 (12/31/99).


The attached draft revised PA PAP contains “[To be determined]” entries for the date of Commission adoption of the revised PA PAP, and the dates of the compliance filing and implementation of the Commission adopted revised PA PAP.  These dates will be inserted by Verizon PA when it submits its compliance filing of the Commission adopted revised PA PAP.


� 	See, Performance Metrics and Remedies—Footprint Changes Stemming from NY PCS December 2005 Changes, Order, Case No. M00011468 F0009 (3/3/06). 


� There is one minor exception, a metric in the Trunk MOE, NP-1-03, can receive a “-1” score that is subject to recapture if Verizon attains a “0” score on this metric in the next two months. 


�  Verizon NY anticipates that the New York PSC may issue a subsequent order addressing any issues raised by the Compliance Filing.  If the New York PSC makes further modifications to the NY PAP, Verizon PA will submit these further modifications to the Commission for consideration for inclusion in the PA PAP.  Similarly, if the New York PSC suspends implementation of a metric, Verizon PA will submit this suspension to the Commission for consideration for the PA PAP.


� 	These revisions were submitted by Verizon PA on May 27, 2005 for the Commission’s consideration for inclusion in the PA PAP.  The Commission elected to defer consideration of these revisions until the next set of NY PAP revisions was submitted for the Commission’s consideration for inclusion in the PA PAP.  PMOII—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, Case No. M00011468 F0007 (9/29/05).


� Verizon PA has retained in Appendix F of the revised PA PAP certain Pennsylvania-specific provisions contained in the current PA PAP.  These provisions include Appendix F, Section E, which contains a summary of the process for Pennsylvania-specific revisions to the PA PAP.  In addition, in accordance with the agreement originally reached by Verizon and CLECs in adopting the PAP for the Mid-Atlantic jurisdictions, including Pennsylvania, the revised PA PAP 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 existing NY PAP and is carried over into the revised NY PAP.  However, this program has never been adopted or implemented in states other than New York.  See, revised NY PAP, Appendix F, Section C, “Quality Assurance Program,” and Section D.1, “Data for Parity Metrics.”


�  As noted, the revised PA PAP eliminates the -1 Recapture Provision for all metrics except NP-1-03, one of the metrics in the Trunk MOE.


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