STATE OF NEW YORK
PUBLI C SERVI CE COVMM SSI ON

CASE 97-C- 0271 - Petition of New York Tel ephone Conpany for
Approval of its Statement of Cenerally Avail abl e
Terns and Conditions Pursuant to Section 252 of
t he Tel ecomruni cati ons Act of 1996 and Draft
Filing of Petition for InterLATA Entry Pursuant
to Section 271 of the Tel econmuni cations Act of
1996.

CASE 99-C-0949 - Petition filed by Bell Atlantic-New York for
Approval of a Performance Assurance Plan and
Change Control Assurance Plan, in 97-C 0271

NOTI CE OF PROPOSED RULEMAKI NG

(I ssued August 30, 1999)

| NTRODUCTI ON

NOTI CE i s hereby given that the Comm ssion is
considering the issuance of an order adopting the petition of
Bel | Atlantic-New York for approval of its Performance Assurance
Pl an and Change Control Assurance Plan, with proposed
nodi fi cati ons di scussed below. The Pl ans, the conments received
on the Plans, the proposed nodifications to the Plans and the
tentative conclusions reached by the Comm ssion are descri bed
bel ow.

BACKGROUND

On July 16, 1999, New York Tel ephone Conpany, d/b/a
Bell Atlantic-New York (BA-NY or the Conpany) filed a petition
seeki ng approval of its Performance Assurance Plan (the Plan), a
formalization of the conmtnments the conpany nade in Section V of
its April 6, 1998 Pre-filing Statenent.

BA- NY al so seeks approval of its Change Control
Assurance Pl an, which proposes new netrics for the change control
process that is used to inplenent and i nform Conpetitive Loca
Exchange Carriers (CLECs) of software changes to BA-NY's
interface systenms. The Change Control Assurance Plan and the
Performance Assurance Plan woul d be effective upon BA-NY



CASES 97-C- 0271 and 99- C- 0949

obtai ning | ong distance entry pursuant to Section 271 of the
Tel econmuni cati ons Act of 1996.

In response to a letter notice issued in this
proceedi ng on July 16, 1999, comments on BA-NY's proposed pl ans
were received fromthe Departnment of Law (DOL), the Consuner
Protection Board (CPB), M Worldcom (M), Internedia
Comuni cations, Inc. (Internedia), NEXTLINK New York, Inc.

( NEXTLI NK) , AT&T Communi cations of New York, Inc. (AT&T) and
Nor t hPoi nt Conmruni cations, Inc. (NorthPoint). BA-NY served and
filed a response. The comments are di scussed bel ow.

PERFORMANCE ASSURANCE PLAN

Overvi ew

The Pl an provides two nethods to nonitor the
ef fectiveness of key Carrier-to-Carrier Standards® devel oped in
a col | aborative process between CLECs and BA-NY. The first, Mde
of Entry, nonitors the market as a whole, and the second,
Critical Measures, nonitors specific services deened crucial to
an open market. Each nonth, $6.25 mllion will be at risk per
met hod. On an annual basis, assum ng no doubling of nonthly
price adjustments which would increase the risk by $75 mllion
(di scussed below), the Plan places a total of $150 mllion at
risk for both nethods. Automatic market adjustnents are made in
the formof credits applied to BA-NY bills to CLEGCs.

Statistical Tests and Scori ng
Both the Mode of Entry and Critical Measures nmechani sns

rely upon a scoring systemthat, to a |arge extent, takes from

y The neasures were taken fromthe Carrier-to-Carrier
Gui delines. See Case 97-C-0139, Proceeding on Mtion of the
Commi ssion to Review Service Quality Standards for Tel ephone
Conpani es, "Order Adopting Inter-Carrier Service Quality
@ui del i nes (issued February 16, 1999); Case 97-C- 0139,
Proceedi ng on Mdtion of the Conm ssion to Review Service
Quality Standards for Tel ephone Conpani es, "Order
Est abl I shi ng Permanent Rule™ (issued June 30, 1999).
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Case 97-C-0139, Carrier to Carrier (C2C) whol esal e service
gual ity nmeasurenent definitions and standards as inputs.

Most of the underlying statistical framework necessary
for evaluating differences in BA-NY and CLEC performance
nmeasur enents have been defined in recent C2C orders. However,
there are a fewremaining statistical issues that pertain to the
scoring nmechanismof the Plan. The Plan draws upon the parity
and absol ute standard netric eval uati on procedures devel oped in
t he C2C proceedi ng.

Two basic types of performance neasures underlie the
Plan's Mbde of Entry and Critical Measures backsliding
mechani sms: parity neasures and absol ute standard neasures.
Parity neasures are eval uated by conparing BA-NY retail and BA-NY
whol esal e performance and applying statistical tests, while
absol ute standard neasures are judged by pre-defined standards.
The C2C orders prescribe specific statistical tests used to
determ ne whether or not parity has been achi eved for neasures
t hat have BA-NY anal ogues. The hypothesis tested is whether the
under | yi ng average performance for both CLEC whol esal e service
functions and BA-NY retail service functions is the sane. The
C2C standards specify a 95% 1| evel of confidence before rejecting
the assunption that service to CLECs is effectively the sane as
service to BA-NY's custonmers. |In contrast, absolute standard
measurenents relate to performance | evels for CLEC neasurenents
for which there are no anal ogous BA-NY retail neasurenents. To a
| arge extent the results of the CLEC neasurenents for absol ute
metrics are eval uated against a standard that has been defined in
the C2C proceeding (e.g., performance should be 95% on tinme) as
opposed to being evaluated via a conmparison to BA-NY retail.
C2C definitions indicate that a |level of performnce bel ow t he
objective target fails the standard. C2C requires no test of the
statistical validity of an absolute standard result.

| f the nunber of observations used to calculate a
performance neasurenent are small, the C2C orders specify a few
addi tional statistical evaluation procedures that should be nade
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for such parity metric conparisons. The C2C proceedi ng defines
the cutoff points for small sanple size conparisons and uses a
pernmutation test procedure for those small sanple parity
evaluations. Finally, the C2C proceeding outlines a specific
"clustering exenption" process that can be invoked, if BA-NY can
support a violation of the independence of observation assunption
that underlies the statistical tests.

The Plan al so requires an additional degree of
conpari son beyond the basic "nmet" or "m ssed" dichotomy of the
C2C proceeding. As stated in the April 6, 1998 Pre-filing
Statenent of BA-NY in 97-C-0271 (Pre-filing), performance scores
for parity nmetrics in the Performance Assurance Plan fall into
three groupings: parity achieved, parity in question and parity
not achieved. The Pre-filing relied upon the statistical scores
(Z or t scores) that are calculated in making the parity
determ nation in order to devel op perfornmance scores for the
Plan.¥ Inits current filing, BA-NY recognizes that many netric
eval uati on procedures were resolved in the C2C proceedi ng si nce
the Pre-filing was presented in April of 1998.

The Pl an specifies that those statistical scores
greater than -.8225 are assigned a performance score of zero
(parity achieved). Statistical scores from-.8225 to, but not
i ncluding, -1.645 are assigned performance scores of -1 ("parity
in question"). The Plan assigns a performance score of -2
(parity not achieved), if the statistical score is equal to or

Y Statistical t scores are devel oped for neasured vari abl e
netrics, Z scores for counted variables. Measured vari ables
are based upon observed tine intervals, such as nean tinme to
repair. Counted variables are stated as a percentage or
rate and are based on the nunber of occurrences of success
or failure as a percentage of a |arger base of observati ons.

Exanpl es of counted variables are the percent of
appoi ntnments m ssed or the trouble report rate per 100, 000
lines. BA-NY has proposed using Z score confidence |evel
cutoffs for evaluating neasured and counted vari abl e
statistical scores in |large sanple situations. For snal
sanpl e sizes, the pernutation test will produce a percentile
that will be translated into a Z score equival ent.
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| ess than -1.645. The C2C proceedi ng recogni zed the stati sti cal
score of -1.645 as being the cutoff point for a 95% | evel of
confidence that parity has not been achieved. The C2C proceedi ng
only delineates the parity "nmet" cutoff point, while the Pl an
goes further by defining the "parity in question"” threshol d.

For absol ute standards, the Performance Assurance Pl an
relies upon the C2C standard as the cutoff point for assigning a
"-1" performance score. The Plan then goes one step further and
proposes cutoff |levels for "-2" performance scores that are worse
t han the C2C st andard.

A final detail of the Pre-filing was to allow -1 scores
to beconme 0 scores if the -1 is followed by performnce scores of
zero in the two followi ng nonths. This mechani sm accommodat es
the concern that a -1 score provides only a 79.5% | evel of
confidence that BA-NY has not provided acceptable service. The
"ones to zeros" provision raises the |level of confidence
associated with a market adjustment for a parity netric from
79.5%to 89.3%

The Plan al so makes it possible for BA-NY to file
exceptions for two types of small sanple scoring situations. |If
BA-NY feels that a small sanple parity conparison is invalid due
to clustering of the data,? BA-NY can file for an exception for
the affected observations to be excluded, provided BA-NY can
adequat el y docunment and support why the clustering of data
i nval i dates the underlying statistical conparison. The Pl an
al so all ows BA-NY a certain nunber of msses for small sanple,
absol ute standard conparisons. The CLECs are allowed to
chal l enge a BA-NY smal |l sanpl e exception

Mode of Entry
Mode of Entry nonitors service netric results in four
categories -- the sale of unbundl ed network el enents (UNEs), the

Y Clustering may exist if one event (e.g. cable cut)
di sproportionately affects the retail to whol esal e
per f or mance conpari son
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resale of lines (Resale), the provision of interconnection trunks
(I'nterconnection) and the construction of collocation cages

(Coll ocation). In each category, individual netrics are sel ected
and weighted fromthe Carrier-to-Carrier Standards based on their
i nportance to that category, as it relates to the functioning of
t he mar ket .

There are four neasurenent areas or domains. Pre-order
metrics nmeasure information crucial to the solicitation of new
custoners. Odering netrics nonitor the scheduling of services
required by conpeting carriers and prom sed to new custoners;
Provisioning netrics nmeasure BA-NY's ability to carry out the
schedul e so that conpeting carriers can deliver on their
commi tnents; and, Maintenance and Repair netrics neasure BA-NY's
responsi veness to troubles associated with a CLEC s custoners.

In the UNEs and Resal e categories, a Daily Usage Feed
measure is also included to assure usage data needed for billing
purposes is delivered to CLECs on a tinely basis. And finally,
in the Interconnection and Col | ocati on areas, network perfornmance
nmetrics are used to neasure performance on infrastructure
addi ti ons supplied by BA-NY.

Under BA-NY's proposed plan, for each category, except
Col l ocation, a market adjustment equal to 10% of the nonthly cap
is incurred when the sumof all the netrics' weighted perfornmance
scores reaches a level where there is 95% statistical confidence
t hat substandard service exists. For Collocation, because the
nmetrics are all absol ute neasurenents not subject to statistica
cal cul ations, market adjustnents start at the first negative
score. The first market adjustment is 10% of the nonthly cap and
i ncreases by equal increments until the nmaxi mum score is reached.

The allocation on an annual /nonthly basis for UNEs is
$45m $3.75 mllion. A market adjustnent of $375,000 is incurred
when the total weighted performance score goes beyond the
deadband, i.e., -.19043. As performance worsens, the adjustnent
is increased by $177,750 for each of the next 19 increnents until
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t he maxi num adj ustnent is reached when the total weighted
per formance score is -.772 or |ess.

The allocation on an annual /nonthly basis for Resale is
$11. 25n1 $937, 500. A market adjustnment of $93,750 is incurred when
the total weighted performance score reaches -.19077. The
adjustment is then increased by $44,438 for each of the next 19
increnments until the maxi num adjustnment is reached when the tota
wei ght ed perfornmance score is -.729 or |ess.

The allocation on an annual /nonthly basis for
| nterconnection is $16.25m $1.354 mllion. A nmarket adjustnent of
$135,417 is incurred when the total weighted performance score
reaches -.30136. The adjustnent is increased by $135,417 for
each of the next 9 increnments until the maxi mum adjustnent is
reached when the total weighted perfornmance score is -1.167 or
| ess.

The allocation on an annual /nonthly basis for
Col l ocation is $2.5m $208,333. A narket adjustment of $20,833 is
i ncurred when the total weighted performance score is |less than
zero but nore than -.4. The adjustnment is increased by $46, 875
for each of the next 4 increnents until the maxi mum adjustnent is
reached when the total weighted performance score is -1.6 or
| ess.

Mar ket adj ustnents under the Mbde of Entry are paid out
to the industry as a whole, based on the categories' product.

Mar ket Adjustnents for UNEs are all ocated based on each CLEC s
percentage of the total CLEC |ines in service at the nonth-end;
Resal e adjustnents are based on a ratio of resale lines in
service at the nonth-end; Interconnection adjustnments are based
on a ratio of mnutes of use; and, Collocation, based upon the
nunber of cages conpleted in the market adjustmnment nonth.
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| f BA-NY perforns at the midpointY between the mini mum
and maxi mum mar ket adj ustnent points in any of the categories for
t hree consecutive nonths, the nmarket adjustnent due for those
t hree consecutive nonths will be doubled. The doubling provision
continues until the total weighted performance score for a nonth
is equal to or greater than the one-quarter point between the
m ni mum and maxi mum points. A sunmmary of key paraneters for
mar ket adj ustments, as set forth in BA-NY's Plan, is shown bel ow

CATEGORY
Mn.pt.? 1/ 4 point M dpoi nt Max pt
UNEs -.190 -.336 -.481 - L7722
Resal e -.191 -.326 -. 460 - .734
| nt er connecti on -.301 -.518 -.734 -1.167
Col | ocati on 0 -.400 -. 800 -1.6

Finally, when performance scores for three consecutive
mont hs are at the maxi mum for any category, in addition to the
doubling of the market adjustnment, the UNE - platformoffering in
the Pre-filing (pp. 8-11) will also be extended for two years.

Critical Measures

There are el even neasures or groups of neasures in the
Critical Measures part of the Plan, chosen for their overal
i nportance. Some neasures are divided into sub-nmetrics in order
to target specific network provisioning services. Simlar to

Y BA- NY updat ed the Perfornmance Assurance Plan on page 7, to
reflect a wording change to properly describe the
cal cul ation of the md-point for the doubling provision.

2/ BA-NY's table and following wite-up on p.19 of the Petition
and Exhibit 1, p.7, show the mnimumfor UNEs as - .191 and
for Resale as -.190. The correct mninmuns, as shown in
Appendi x A, pp. 9-10, are UNEs -.190 and Resale -.191.

These m ni num t hreshol ds woul d be revi sed when new netrics
are added to the Mbde of Entry categories in order to ensure
a 95% | evel of confidence.
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Mode of Entry, $75 million is at risk annually, capped on a

mont hly, per metric basis. The dollars at risk are allocated to

nmeasures according to categories that are simlar to the Mde of

Entry and are all ocated between sub-netrics according to the

wei ghts used in Mdde of Entry. Each nonth, netrics and sub-

netrics are dissemnated into specific data for each CLEC

Mar ket adj ustnents are automati c when the aggregate netric or

sub-netric receives a -1 or -2 performance score. If an

aggregate performance score is 0 on an industry basis, then

i ndi vidual carrier results for the current and previous nonth are

examned to determne if a market adjustment is still warranted.
The market adjustnent is credited to carriers based on

their activity in the neasure, and the | evel of service received,

with the exception of the first two nmeasures for Pre-ordering.

Those neasures, because there is no carrier-specific data, can

only cause a market adjustnment to be passed back to all carriers.

Annual Revi ew
BA- NY and Departnment of Public Service Staff (Staff),

in consultation with CLECs, would review the results of the Plan
on an annual basis and determne if changes are warranted. The
experience gained before the revieww || provide Staff and BA-NY
with a perspective on adding, elimnating and adjusting nmetrics,
adj usting weighting, reallocating the dollars at risk, addressing
geogr aphi ¢ de-averagi ng, nodi fying the exception and snmall sanple
procedures, adjusting the deadband and cal culating bill credits.

COVMENTS

Dol lars at Risk

DOL, Internedia and MCI assert that the $150 nmillion
cap is not enough to prevent discrimnation. DOL points out that
in conparison to BA-NY |ocal market revenues of $5 billion, the
cap is not enough to ensure the market remains open. Internedia
asserts that the possible detrinment to BA-NY, $150 mllion, is
insignificant conpared to a CLEC goi ng out of business. Both
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I ntermedia and MCI are concerned that BA-NY will view any market
adj ustment as a cost of business and intentionally discrimnate
in order to maxi m ze benefits. Additionally, M proposes a $10
mllion per nmonth cap for each CLEC, or, if $150 mllion is
accepted on an annual basis, that no nonthly cap be set.

BA- NY responds that $225 million under the Performance
Assurance Pl an, which includes the Mbde of Entry doubling

feature, and an additional $10 million under the Change Control
Performance Assurance Plan is really the anount at risk. BA-NY
also notes that if a $235 mllion nmarket adjustnent were

instituted, the conpany's return on equity would also drop to 4%
and that it is at risk in interconnection agreenents with each
CLEC for damages as well. Finally, BA-NY conpares the Plan's
risks with plans in other states.

DI SCUSSI ON

The Perfornmance Assurance and Change Control Pl ans
represent a substantial counterweight to any incentive to thwart
conpetitive entry. These incentives are in addition to those
al ready contained in interconnection agreenents. Moreover, the
Comm ssion would retain jurisdiction to institute a service
proceedi ng should those plans fail to produce safe and adequate
service. W tentatively conclude that for purposes of deterring
a degradation of service performance, the commentors, to date,
have not provided a sufficient basis for nodifying the nonetary
aspects of the Pl ans.

Al location of Dollars and Bill Credits

CPB advocates reviewi ng the allocation process in |light
of changes in the market. Specifically, it clainm that CLECs are
nmoving away fromresale as a nmarket node of entry and proposes to

real l ocate dollars based on forecasted |ines. | nt er nedi a
contends that the allocation of dollars in critical neasures
favors CLECs utilizing UNE-Pl atformover facilities-based CLECs,

-10-
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and proposes that dollars be noved fromPre-Order and Ordering to
Provi si oni ng and Mai nt enance and Repair.

I ntermedi a and CPB al so argue that Mbde of Entry market
adj ustments do not take into account the degree and targeting of
discrimnation in allocating such adjustnments to CLECs. CPB
proposes to correct this by using "installations in progress" for
installation-rel ated market adjustnments and on "lines in service"
adjusted by the installations in progress for other market
adj ust nment s.

MCI requests that market adjustnents be applied to any
bill regardless of the service billed by BA-NY and requests
further explanation of the bill credit nmechanism  NEXTLI NK
bel i eves that the market adjustnent should be inmredi ate, not
del ayed for four nonths.

BA-NY, responding to CPB s proposed reallocation,
states that the initial dollars are based on assunptions that
take the current market conditions into account, and that the
conditions will be reviewed annually. Regarding Internedia's
real | ocation proposal, BA-NY explains it has al ready addressed
this concern by allocating nore dollars to UNE-Pl atform and Hot
Cut netrics.

BA- NY counters the degree of discrimnation concern by
first noting that the Mode of Entry is an overview of a market,
and that the critical nmeasures are in place to address CLEC
specific disparity problens. Second, BA-NY points out that CPB' s
proposed renmedy is conplex and there is currently no reasonabl e
way to accurately assess the nunber of installations in progress
for each CLEC

DI SCUSSI ON
CPB' s proposed reallocation could be considered in the
annual review, but we tentatively conclude that it is not
appropriate at this time because the dollars have already been
al | ocat ed based on market conditions. BA- NY adequately
addresses Internedia' s proposal. Therefore, we tentatively

-11-
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conclude that the Pre-Order and Ordering netrics in Critica
Measures are vital entry points for the market and shoul d not be
reduced.

We tentatively conclude that Internmedia' s and CPB' s
concern about CLEC discrimnation is unwarranted. Mode of Entry,
which is just one part of the overall plan, is designed to gauge
the market as a whol e by aggregating services across the service
domai ns. CLEC specific service problens are nonitored in the
Critical Measures conponent and, in nost instances, individual
i nterconnecti on agreenents.

We tentatively conclude that the Plan shoul d be
clarified to specify that market adjustnents are applied to CLEC
bills regardl ess of the service being billed and that, if a
credit is greater than the bill, the credit will be applied in
fol | ow ng nont hs.

Al though imediate bill credits, as NEXTLINK prefers,
woul d be the opti num paynent reginmen, sufficient tinme nust be
all owed to gather and report the data, calculate total penalties,
finalize the anmounts due and determ ne which CLECs are to receive
credits and how nuch. W tentatively conclude that the Plan's
ti me paynent schedule is acceptable as submtted.

The M ni num Val ue ( Deadband)

MCI and DOL object to Mode of Entry deadbands.
| nt er medi a suggests a deadband equal to one 20-wei ght netric
tripped at -2 for UNE/ Resal e, and the 20-weight netric tripped at
-1 for Trunks/Coll ocati on.

BA- NY argues that none of the comments offer a sound
statistical basis and notes that it took an MCl study into
account in proposing its new deadband. BA-NY al so observes that
MCl's May 1999 recommended deadbands were | ess stringent than the
current Pl an.

-12-
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DI SCUSSI ON
The deadbands produce a 95% | evel of confidence that
whol esal e service is out of parity. W tentatively conclude that
any non-statistical adjustnments to these bands woul d change the
| evel of confidence associated with the market adjustnents, and
t herefore, should not be adopted.

Maxi mum val ue (X factor)

I nternedi a and CPB contend the maxi mum val ue, which is
the performance | evel where the full market adjustnent is
assessed, is too large. |Internedia proposes -.5 for UNEs and
Resale and -1 for Trunks and Col |l ocation. CPB reasons that,
because the market is not deened to be open, service quality
results over past nonths could be used as the lower limt.

BA- NY argues that Internedia s maxi num has no rati onal
basis, and disputes that its UNE performance over the last two
mont hs (which Internmedia woul d use as the nmaxi mum | evel) has
severely inpeded conpetition. BA-NY points to 25% growth in UNE-
Platform orders over that period to suggest that the market is
open.

BA- NY asserts that CPB has m sconstrued its proposed
maxi mum in that it interpreted the maxi numvalue to be BA-NY's
specific performance on all the critical neasures in the Plan,
not the critical mnmeasures applicable to each Mode of Entry. BA-
NY al so says that CPB's claimthat the market is not open is
wrong given that there are currently over 850,000 CLEC lines in
New York, even w thout the Performance Assurance Pl an.

DI SCUSSI ON
The Pre-filing Statenent defines the maxi num val ue as
"...the maxi num al | onabl e out of parity condition that woul d
significantly limt a node of entry as a conpetitively viable
option."Y¥ In determning the maxi num val ue, one nust | ook to

¥ Pre-filing at 39.

-13-
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both the critical neasures within each Mdde of Entry and to the
wei ght ed average score for the categories within the Resal e and
UNE Modes of Entry. If all the critical measures in the UNE Mde
of Entry failed, the score would be -.7. Performance in this
range woul d appear to pose a serious threat to the CLECs' ability
to conpete and limt that Mode of Entry as a conpetitive option.
On the other hand, if an entire domain (i.e., pre-ordering,
ordering, provisioning, or naintenance and repair) were to fail,
that too could significantly inpede conpetition. Therefore, we
tentatively conclude that in order to avoid the potential adverse
affects of that type of a clustering of poor performance within a
domain, a "clustering overlay" should be established.

We tentatively conclude that the maxi numout of parity
val ue should be set at .67 for UNE and Resale. This figure
represents an out of parity condition for less than all critical
measures for these nodes. W tentatively conclude that the
maxi mum val ue for the Interconnection Mdde of Entry should be -1,
and for Collocation -1.2. Further, we tentatively concl ude that
the market adjustnent increments for Trunks will be 13 and 12 for
Col l ocation, which allows for each nmetric trip over the m ni num
to occasion a correspondi ng change in market adjustnent.

To address the circunstance in which poor perfornmance
may be unusually concentrated within a given domain, we
tentatively conclude that each domain should be reviewed nonthly
to determine if 75% or nore of the domain's weight was tripped.
| f that occurs, the higher of the clustering overlay or overal
mar ket score will be used to determ ne the market adjustnent.

For exanple, if 85%of the total weight in the UNE Pre- O der
domain were tripped, the nmarket adjustnent woul d be the anount
associated with the increnent where 85% would fall between -.19
and -.67, unless tripped netrics in all domai ns produced a higher
mar ket adj ustment wit hout the overl ay.

In addition to nmaki ng the maxi num val ue nore stringent,
it is inportant to provide an incentive for BA-NY to offer
servi ce above the deadband. To enhance the incentive to operate

-14-
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above the deadband, we tentatively conclude that the initial
i ncrenent for each Mbde of Entry should be 20% of the maxi mum
mar ket adj ust ment .

W tentatively conclude that the above changes provide
a good starting point to nonitor the market and determ ne whet her
conditions for severe "out of parity" service for the market as a
whol e exist. All aspects of the Plan would be reviewed annually.

Statistics

Intermedia clains that Z statistics underconpensate
CLECs with small nunbers of observations and that the Z is
i ntended to determ ne confidence | evels, not degree of disparity.

DCOL argues statistical nmethodol ogy is inappropriate because the
"sanpl es" are actually the entire popul ation, and in previous
service quality plans, statistical techniques were not used. M
supports the Z statistics but wants a -1 to be converted to a -2
if the -1 is consecutive. Several commentors al so express
concern that aggregation allows poor performance to be masked by
good performance.

BA-NY points out that the Carrier-to-Carrier guidelines
endorsed the statistical techniques used in the Plan. BA-NY
further notes that aggregation in Mdde of Entry and Critical
Measures actually benefits small CLEGCs.

DI SCUSSI ON

The C2C orders are based upon the C2C stati sti cal
i ssues working group's treatnent of each nonth's data as being a
sanpl e of observations froman underlying process. That said,
Internmedia's claimthat Z statistics underconpensate CLECs with
few observations, is contrary to CLEC argunents for CLEC specific
pl ans and supports the need for aggregation in Mdde of Entry and
Critical Measures. Statistical aggregation on a narket-w de
basis | essens the small sanple size inefficiencies encountered in
exam ning individual CLECs. 1In fact, it is possible under the
Mode of Entry that a market adjustnment may be warranted, but that

-15-
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on a CLEC-by-CLEC basis the sane data would not result in a
mar ket adjustment. We tentatively conclude that aggregation
provi des a better view of overall market conditions.

"0" Perfornance Scores Ofsetting "-1" Scores

I ntermedia, DOL, NEXTLINK, and MCl all oppose BA-NY's
ability to change a -1 performance score to a 0, if the two
months following a -1 are both 0. Internedia clains it is
anot her form of systematic discrimnation and not symretrical, in
that, if a -1 is followed by another -1 in one of the two
following two nonths, the original -1 should be changed to a -2.

DOL states that intermttent poor service is not
consistent with fostering conpetition, and NEXTLI NK poi nts out
that its custonmers are not tol erant of poor service and all ow ng
a -1 to be changed doesn't rectify the harm Finally, M argues
the offsetting of -1's for absolute neasures is not proper,
because they are not statistical neasures and al ready have the
statistical variation built into the standard.

BA- NY argues that DOL and NEXTLI NK provi de no reason to
change a core principle of the Pre-filing statenent. Further,
BA-NY argues that it's inpossible to tell if a -1 is an
i ndi cation of poor service. A score of -1 was never intended to
contribute to a market adjustment, unless it was affirned again
within the next two nonths.

On MClI's contention, BA-NY clainms absol ute neasures
still have statistical characteristics, the only difference being
t hat absol ute nmeasures are not conpared to a sanple of BA-NY
performance. BA-NY concludes that performance standards are set
according to unverifiable estimtes of process capability that
are high and likely to have vari ations.

DI SCUSSI ON
We tentatively conclude that the ability to reverse a
-1 performance score with 0 performance scores in the follow ng
two nonths is an inportant provision in the Plan and shoul d be
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retained. A -1in a parity neasure is not viewed as a failure,
but a level at which one cannot determine with a reasonable | evel
of certainty that service is truly out of parity. For absolute
nmeasures, although a -1 is viewed as being bel ow the service
standard, it is in a range where there may not be conpetitive
harm unl ess that | evel of performance continues. |n cases where
BA-NY is "on the edge", we tentatively conclude that the
opportunity to correct a -1 is a reasonable incentive for BA-NY
to i nprove service.

It is not apparent that BA-NY will use this incentive
as a selective way to target discrimnation, as expressed by sone
commentors. However, over tine, if this incentive is abused,
remedi al action could be taken.

Addition and Del eti on of Measures
| nt ermedi a proposes to add three neasures to the
Performance Assurance Plan. Northpoint requests a netric to

nmeasure jeopardy notices and another to neasure whether BA-NY is
provi di ng xDSL-based information on a parity basis. M seeks to
retain hot cut and flow through netrics, and to reinstate average
interval netrics.

BA- NY opposes adding Internedia s nmeasures, claimng
that metrics are carefully reviewed and that sufficient basis has
not been given for their inclusion. On NorthPoint's request, BA-
NY points out that neither netric has been devel oped as yet, and
t hat NorthPoint should pursue its point in the Carrier-to-Carrier
subgroup in Case 97-C-0139. BA-NY proposes to exclude hot cut
and fl ow through neasures, because they are under devel opnent,
but notes that the conpany agrees to include these netrics as
soon as they are finalized. Wth respect to average interval
metrics, BA-NY clainms they were dropped because they are not
fully controlled by BA-NY. Poor performance could result from
CLEC behavi or and the m x of orders.
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DI SCUSSI ON

The selection of netrics for inclusion in the Plan is
necessarily limted to those that have been fully devel oped. As
refinements to nmetrics are nade, consideration will be given to
their inmportance in the devel opnent of the narket as a whole, or
to inportant market segnents. W expect the hot cut and flow
through netrics will be refined and included in the Plan. The
average interval nmeasure nmay be considered for inclusion in the
Pl an when CLEC requests for appoi ntnents beyond standard
intervals can be properly captured and further product
di saggregation is possible. W expect that BA-NY will continue
working to refine this measure.

BA-NY has al so rai sed a concern about one particul ar
nmeasure in the Plan that it now believes should be reviewed to
ensure that its performance results are not adversely affected by
events beyond BA-NY's ability to reasonably control. The issue
concerns BA-NY's ability to provide tinely order confirmations.
When conpetitive carriers submt |arge volunmes of non-flow
t hrough orders and create significant spikes in order vol unes
wi t hout notifying BA-NY, we tentatively conclude that an
adj ustnment to the nmeasurenent may be appropriate to avoid nmarket
adj ustnments for performance results that are caused by events
beyond BA-NY's control. Staff will continue to reviewthis
issue, as well as other nmetric issues, and shoul d endeavor to
resol ve them as soon as reasonably possi bl e.

Absol ut e St andards
| nt ermedi a proposes two standard changes. It wants to

shorten the nunber of allowed delay days for collocation cage
construction performance | evels and change the trunk bl ockage
standard fromthe nunber of nonths bl ocked to the severity of
m ssing the threshol d standard.

BA- NY opposes both nodifications, stating that the
proposed standard for delay days is unrealistic, and that trunk
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bl ockage was established and accepted in the Carrier-to-Carrier
col I aborati on between BA-NY and CLECs.

DI SCUSSI ON

Qur objective, and the CLECs' interest, is to have al
cages in service as soon as possible. However, BA-NY should be
al l owed a reasonable tine to conplete construction before an
addi ti onal negative score is assessed. Therefore, we tentatively
concl ude that shortening the delay day standard woul d not be
reasonabl e, since the conpany is already neasured on the
per cent age of cages m ssing the interval.

Excepti on Process

DCOL objects to the small sanple and clustering
exception, stating that statistical techniques for small sanples
deal with entire popul ations, not sanples, and that the Carrier-
to-Carrier CGuidelines were designed to take this into account.

BA-NY cl ainms the exception provision is explicitly set
forth in the Carrier-to-Carrier Quidelines, and that it is not
proper to hold BA-NY accountable for CLEC m sbehavior or invalid
sanpl es.

DI SCUSSI ON

The statistical small sanple process has already been
agreed to by the CLECs in the Carrier-to-Carrier proceeding, and
we tentatively conclude that it does not need to be changed. |If
ci rcunst ances beyond BA-NY's control produce unforeseen,
unfavorabl e performance results, we tentatively conclude that BA-
NY shoul d be afforded an opportunity to seek an adjustnent. The
exceptions process is not expected to be invoked frequently and
will be revisited in the annual review.

-19-



CASES 97-C- 0271 and 99- C- 0949

Metric Validation

CPB agrees with BA-NY that "a programto ensure
accuracy of service quality reporting is required"” and supports
the concept of a Quality Assurance Program (QAP). However, CPB
bel i eves that the program "cannot be under the sole control of
the conpany.” It suggests that BA-NY first file the plan with
t he Comm ssion for approval and that comrent frominterested
parti es be sought prior to approval.

DCL believes that "nothing short of annual
di si nterested i ndependent audits of BA-NY's service perfornmance
data collection and reporting systens will be sufficient to
ensure that the | ocal telephone market is irrevocably kept open
to conpeting conpanies.” DOL suggests that the Comm ssion
require periodic independent audits of BA-NY's data collection
and reporting systens.

DI SCUSSI ON

It is essential that BA-NY report its service results
reliably. Therefore, we tentatively conclude that Staff should
undertake a netric validation process to ensure the accuracy of
service quality reporting. The proposed approach outlined bel ow
woul d require BA-NY to take actions to prevent errors from
occurring, and have Staff validating that the service results
have been reported in conformance with the nmeasurenent
definitions. Both of these efforts will provide forunms for CLEC
i nput and review of results. Should these efforts not satisfy a
CLEC s interest, an independent audit could be initiated, with
t he understanding that the party which is shown to be incorrect
bears the responsibility for the costs of such audits.

Metric replication involves Staff using BA-NY's service
gqual ity data, and then independently calculating netric results
and conparing the results with published Carrier-to-Carrier
reports. |Its purpose is to determ ne whet her BA-NY's conputer
prograns and al gorithms produce results that conply with the
standards and definitions contained in the Carrier-to-Carrier
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Gui del i nes Performance Standards and Reports. This effort is
directly anal ogous to that undertaken by KPM5 Peat Marm ck, LLP
(KPMG .Y Staff worked closely with KPMG during its metric
replication effort and would continue the replication effort for
at | east six nonths after BA-NY obtains 271 approval fromthe
FCC. At the conclusion of the six-nonth period, Staff would
reeval uate the need for continued replication, based upon its
assessnent of BA-NY's internal controls and actual netric
replication results. This would provide assurance that the

i nformati on systens used by BA-NY properly calculate the nmetrics.
Staff would report the results of this effort on a binonthly
basis to the newy forned nmetric replication subcommttee in the
Carrier-to-Carrier proceeding.

While netric replication focuses on the information
systens used to calculate netric results, the accuracy of the
service quality data is another concern. This involves, for
exanpl e, whether BA-NY's technicians and representatives are
accurately reporting the results of their interaction with, or on
behal f of, CLECs. KPMG and Staff found problens in this area
during the testing period. For exanple, technicians were
incorrectly coding trouble disposition codes and hot cuts.

CLECs al so have sone ability to test the accuracy of
data, as AT&T's reconciliation of BA-NY's hot cut data has shown.
However, BA-NY bears the primary responsibility for ensuring that
its enpl oyees properly report service quality data. This is
simlar to the reliance that nmust eventually be placed on BA-NY's
internal controls governing nmetric replication in the future. As
such, we tentatively conclude that BA-NY should take action to

prevent and detect such errors, and we will require the
devel opnent of a Quality Assurance Pl an, as suggested by BA-NY,
with one nodification which will assist in achieving this goal.

Y KPM5 is the third party consultant retained by BA-NY to its
Operation Support Systens in anticipation of the performance
eval uati on of conpany's Section 271 application.
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BA-NY's proposal limts the QAP activities to Mii ntenance and
Provi si oni ng donmai ns. The QAP shoul d address all domains.

BA- NY shoul d i medi ately begin preparation of its QAP
plans. W intend to order that QAP plans for the first year of
BA-NY's operation in the |long distance market nust be filed
within ten days of the issuance of the order in this matter.
Parties woul d have the opportunity to comrent on the
appropri ateness of the target areas and the adequacy of testing.
On a sem -annual basis, BA-NY would submt a report detailing the
QAP s activities and findings.

Finally, we tentatively conclude that CLECs shoul d be
al l owed to request an i ndependent audit of netric results in
cases where they feel it is warranted. Depending upon the nature
of the particular nmetric result being audited, this could be a
costly endeavor. To ensure that audit requests are reasonabl e,
responsibility for the cost of each audit will depend upon
whet her the results of the audit woul d change the nmarket
adj ustnment. CLECs can request that an independent audit of
nmetric results be conducted under the general direction of Staff.
If BA-NY's nmetric results are "incorrect” and woul d increase the
mar ket adj ustment, BA-NY will be required to bear the cost of the
audit and produce corrected reports. If the correction increases
a mar ket adjustnment, BA-NY shall make such paynent i ncl udi ng
interest. However, if BA-NY's nmetrics are shown to be correct,
the CLEC seeking the audit shall be required to rei mburse BA-NY
for the cost of the audit.
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CHANGE CONTROL ASSURANCE PLAN

Overvi ew

BA- NY proposes including a separate Change Control
Assurance Pl an (Change Control Plan) to ensure that software
changes to its Operations Support Systeminterfaces are executed
wi t hout inpeding CLECs' ability to conpete. The Change Control
Pl an responds to concerns raised by CLECs and KPM5 the third
party consultant, about BA-NY's ability to properly manage
changes affecting BA-NY's OSS conputer interfaces. These
interfaces are critical to the CLEC s ability to effectively and
efficiently conpete in the | ocal service market.

The Change Control Plan focuses on two neasures. The
first, Percent Change Managenent Notices Sent on Tinme, is
designed to ensure that BA-NY provides tinely notification of
interface affecting changes, as well as advance delivery of
busi ness rul es and conputer specifications needed by conpetitive
carriers to effectively respond to schedul ed changes. A two-
tiered threshold with financial incentives for performance is
established -- less than 95%on tine in a given nonth produces
bill credits of $250,000 and | ess than 90% on tinme produces bil
credits of $500,000. An associated "delay days" nmetric
establ i shes a $25,000/day bill credit for each day notification
or docunentation is del ayed beyond 7 days.

The second neasure, Software Validation, is designed to
ensure that software changes are inplenented (i.e., released into
production) successfully.Y¥ The Software Validation metric
neasures the success rate of a standard series of test
transactions (test deck transactions). The neasure has a two-
tiered threshold with financial incentives for performance --

Y The standard transactions consist of a series of pre-order
and order transaction scenarios and are commonly referred to
as the "test deck". By executing the "test deck"
transactions, the interface is subjected to a regression-
type test which provides a neasure of assurance that the new
rel ease has both successfully inplenmented new functionality
and not adversely affected existing functionality.
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| ess than 95% success produces $100,000 in bill credits, and | ess
t han 90% success produces $1, 000,000 in bill credits. An
associ ated "del ay hours” netric neasures how long it takes BA-NY
to correct test deck transactions that fail as a result of the
i ntroduction of the change. For any of the standard or "test
deck"” transactions that do not produce expected results, bil
adj ust nents of $50, 000 per day woul d accrue for each day beyond
48 hours that BA-NY is unable to resolve all failed transactions
associ ated with a change, that do not have a workaround. ¥
Overall, this separate Change Control Plan adds an
additional $10 million in new funds for potential bill credits to
the $150 mllion that BA-NY comritted to in the Pre-filing
Statenent. Further, because of the inportance of change control
to ensuring an open market, $15 million of Mde of Entry
adjustnents are also at risk in the event BA-NY exceeds the $10
mllion in any one year. |In other words, financial adjustnents
beyond the $10 million relating to change control would be taken
fromthe Mdde of Entry nonies that m ght otherw se be used in the
Performance Assurance Plan.? The Change Control Plan subjects
BA-NY to financial risk of up to $25 mllion in bill adjustnents.

COVMENTS
DOL and AT&T suggest that BA-NY inproperly sel ected
only four of the Comm ssion-approved change control perfornmance
measures. AT&T and MCl al so suggest that the Change Control Pl an
shoul d not use any nonies currently dedicated to the existing
Mode of Entry mechanism AT&T clains that the Change Control

Y The specific bill credits associated with each of the
nmeasures is detailed in Appendix A of the Change Contr ol
Assur ance Pl an.

2/ To illustrate, if after six nmonths, the $10 mllion is
consuned, additional change control credits would be taken
from Mode of Entry categories for UNE and Resal e Servi ces.
The amounts would first be taken from prior nonths of unused
Mode of Entry nonthly caps, and then, if needed, fromfuture
nmont hs on a proportional basis.
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Plan's $25 million in credit funds should be wholly independent
of credit funds for the Performance Assurance Plan and
i ndependent of any ot her conpensation nechanism DOL al so
obj ects to using Mbde of Entry nonies for the Change Control Plan
and argues that a limtation on BA-NY's exposure is "ludicrous."
CPB al so opposes the dimnution of Mode of Entry incentives for
t he Change Control Pl an.

In addition to PO-5 (Average Notification of Interface
Qut age), AT&T contends that all of the change control sub-netrics
must be included in the plan. AT&T al so proposes that the change
control plan include nechanisns to ensure that BA-NY adheres to
the intent of the Change Managenent Agreenent negotiated in the
CSS Col | aborative. For exanple, AT&T woul d have the plan address
BA-NY's commtnent to provide CLECs 15 busi ness days to review
maj or OSS interface changes, as well as BA-NY's commtnent to
provi de rel ease managenent schedules to CLECs. Further, AT&T
woul d have the Change Control Plan address the intent of the
Change Managenent Agreenent that all change requests be
prioritized in a neutral and rmutual ly beneficial way. AT&T notes
that the parties are currently working to devel op a col |l aborative
scorecard for rating change request priorities.

MCI opposes BA-NY's proposal to term nate the Change
Control Plan at the end of any 12 consecutive-nonth period in
whi ch BA-NY issues no bill credits under the Change Control Pl an.
MCI al so objects to BA-NY being given unilateral decision-nmaking
as to whether a newrelease is actually inplenented. |nstead, M
urges such deci sions be based on input from CLEGCs.

BA- NY defends the Plan's exclusion of certain Change
Control netrics on the followi ng bases: (1) the netrics are new
and have not been extensively tested and (2) results achi eved on
these other netrics could be affected by extraneous events over
whi ch BA-NY has no control. Regarding the issue of $15 million
avai l able fromthe Mbde of Entry category, BA-NY states that its
Pre-Filing Statenent did not exclude neasures related to change
control nmechani sns. BA-NY believes the provision that 12
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consecutive nonths wi thout paying price rebates would term nate

t he Change Control Plan is warranted, because twelve nonths

wi t hout paying rebates woul d denonstrate consi stency in executing
requi red procedures. 1In addition, BA-NY acknow edges that its
best interest would be served by providi ng good performance and
reaching a steady state of good service in its Change Contro
processes.

DI SCUSSI ON

BA- NY' s Change Control Plan provides strong incentives
to ensure that adequate resources are dedicated to the
i npl enentation of interface-affecting changes. The plan
appropriately exposes the conpany to a financial risk of up to
$25 million annually, which is nore than any individual critical
nmeasure. Therefore, we tentatively conclude that because proper
functioning of the GSS interfaces is essential to an open narket,
t he enphasis on change control is warranted. W tentatively
conclude that the commentors' concern that the $15 million for
change control not be taken fromthe Mdde of Entry plan is not
reasonable. First, it is essential that the Change Control Pl an
have strong financial incentives. Thus, it would be
i nappropriate to exclude the $15 million fromthe Change Control
Plan. In addition, because it is not expected that the conpany
woul d be incurring Mode of Entry penalties in each nonth or that
t he maxi mum anount woul d necessarily be used, the $15 million
associated with the Change Control Plan uses existing financial
incentives nore effectively by increasing the risk that this
financi al adjustnment woul d be assessed.

We tentatively conclude that concerns about sel ecting
only four of the change control neasures are without merit. The
Change Control Plan includes the nobst inportant change control
measures. I ndeed, by excluding Type 1 (energency) change notices
fromPO 4-01, the plan's standards are even nore stringent for
BA-NY to neet than those changes that require prescribed advance
notification. Also, by inposing a $25,000/ day adjustnent for any
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notification or confirmation that is nore than 7 days del ayed,
the need for the remaining on tine sub-netrics i s obviated.

We tentatively conclude that AT&T s suggestion that al
of BA-NY's Change Managenent Agreenent commtnents shoul d be
enforced through this plan is neither warranted nor practical.

It is not warranted because, while this issue is being worked on
by the parties, it would be premature. It is not practical
because it is difficult to fashion objective criteria for the
gqual ity of rel ease managenent schedules or prioritization.

We tentatively conclude that MCI's concern about the
plan's termnation is reasonable. The conpany's ability to
operate for twelve (12) consecutive nonths w thout issuing change
control credits would be a wel coned event. However, to the
extent such performance could be attributed to the Change Contr ol
Plan, term nation wi thout a period of conpliance not attributable
to the plan would be unwarranted. Finally, we tentatively
conclude that MCl's proposal to subject BA-NY decisions
concerning the inplenmentation of new rel eases is answered by the
strong incentives built into the Change Control Plan. These
i ncentives should ensure that BA-NY does not inplenment poor
gual ity new rel eases.

COWWENTS | NVI TED

Under the State Adm nistrative Procedure Act, interested
parties will have until October 23, 1999 to submt comments, and
all such comments will be considered if tinmely filed. However,
because coments on the plans have al ready been filed, and
because this Notice is being issued in advance of publication in
the State Register and in order to provide a reasonable
opportunity for reply, we urge that conments be filed by
October 1, 1999. Bell Atlantic-New York would have until
Cctober 8, 1999 to file and serve reply comments. Parties that
have previously filed in this matter may reference their

comments, as appropriate, but need not resubmt them
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Parties wishing to corment should file 15 copies of
their conmments with Debra Renner, Acting Secretary, at Three
Enpire State Plaza, Al bany, New York 12223-1350, and al so serve
copies on each party identified in the active party list for Case
97-C- 0271

DEBRA RENNER
Acting Secretary
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