Legal Department

J. PHILLIP CARVER
General Attorney

BellSouth Telecommunications, Inc.
150 South Monroe Street

Room 400

Tallahassee, Florida 32301

(404) 335-0710

April 10, 2003

Mrs. Blanca S. Bay6

Director, Division of the Commission Clerk and
Administrative Services

Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, FL 32399-0850

Re: Docket No. 000121A-TP (OSS)

Dear Ms. Bayo:

In a previous conference call, the Staff requested that BellSouth provide details
as to how remedy calculations might be performed from the point of parity. The
enclosed documents are in response to that request. Enclosed is an original and 15
copies of BellSouth Telecommunications, Inc.'s Response to the above-described
request, which we ask that you file in the referenced docket.

A copy of this letter is enclosed. Please mark it to indicate that the original was
filed and return the copy to me. Copies have been served to the parties shown on the
attached Certificate of Service.

Sincerely,

Q\bku“tp QQFW

J. Phillip Carver (" 4)

Enclosures

cc: All parties of record
Marshall M. Criser, 1li
Nancy B. White
R. Douglas Lackey
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CERTIFICATE OF SERVICE
Docket No. 000121A-TP

| HEREBY CERTIFY that a true and correct copy of the foregoing was served via

U. S. Mail this 10th day of April 2003 to the following:

Jason K. Fudge

Tim Vaccaro

Staff Counsel

Florida Public Service
Commiission

Division of Legal Services

2540 Shumard Oak Boulevard

Tallahassee, FL 32399-0850

Tel. No. (850) 413-6181

Fax. No. (850) 413-6250

ifudge@psc.state.fl.us

AT&T

Virginia C. Tate

Senior Attorney

1200 Peachtree Street
Suite 8100

Atlanta, GA 30309

Tel. No. (404) 810-4922

vtate@att.com

Verizon, Inc.

Kimberly Caswell

P.O. Box 110, FLTC0007
Tampa, FL 33601-0110
Tel. No. (813) 483-2617
Fax. No. (813) 223-4888

kimberly.caswell@verizon.com

Nanette Edwards (+)
Regulatory Attorney
ITCADeltaCom

4092 S. Memorial Parkway
Huntsville, Alabama 35802
Tel. No. (256) 382-3856
Fax. No. (256) 382-3936

nedwards@itcdeltacom.com

Scott A. Sapperstein

Intermedia Communications, Inc.
One Intermedia Way

M.C. FLT-HQ3

Tampa, Florida 33647-1752
Tel. No. (813) 8294093

Fax. No. (813) 829-4923
sasapperstein@intermedia.com

Charles J. Pellegrini

Katz, Kutter, Haigler, Alderman, Bryant &

Yon, PA.

106 East College Avenue
Suite 1200

Tallahassee, FL 32301
Counsel for Intermedia
Tel. No. (850) 577-6755
Fax No. (850) 222-0103
ipellegrini@katzlaw.com
Counsel for Intermedia

charlesp@katziaw.com

Peter M. Dunbar, Esquire
Karen M. Camechis, Esquire
Pennington, Moore, Wilkinson,
Bell & Dunbar, P.A.
Post Office Box 10095 (32302)
215 South Monroe Street, 2nd Floor
Tallahassee, FL 32301
Tel. No. (850) 222-3533
Fax. No. (850) 222-2126

pete@penningtonlawfirm.com




Brian Chaiken

Supra Telecommunications and
Information Systems, Inc.

2620 S. W. 27" Avenue

Miami, FL 33133

Tel. No. (305) 476-4248

Fax. No. (305) 443-1078

behaiken@stis.com

Michael A. Gross

Vice President, Regulatory Affairs
& Regulatory Counsel

Florida Cable Telecomm. Assoc.

246 East 6th Avenue

Tallahassee, FL 32303

Tel. No. (850) 681-1990

Fax. No. (850) 681-9676

mgross@fcta.com

Susan Masterton

Charles J. Rehwinkel

Sprint

Post Office Box 2214

MS: FLTLHOO0107

Tallahassee, Florida 32316-2214
Tel. No. (850) 599-1560

Fax. No. (850) 878-0777

susan.masterton@mail.sprint.com

Donna Canzano McNulty (+)
MCI WorldCom, Inc.

325 John Knox Road

The Atrium, Suite 105
Tallahassee, FL 32303

Tel. No. (850) 422-1254
Fax. No. (850) 422-2586
donna.mcnulty@wcom.com

Brian Sulmonetti
MCI WorldCom, Inc.
6 Concourse Parkway, Suite 3200
Atlanta, GA 30328
Tel. No. (770) 284-5493
Fax. No. (770) 284-5488
brian.sulmonetti@wcom.com

William Weber, Senior Counsel
Covad Communications

1230 Peachtree Street, N.E.
19th Floor, Promenade Il
Atlanta, Georgia 30309

Tel. No. (404) 942-3494

Fax. No. (508) 300-7749

wweber@covad.com

John Rubino

George S. Ford

Z-Tel Communications, Inc.
601 South Harbour Island Blvd.
Tampa, Florida 33602

Tel. No. (813) 233-4630

Fax. No. (813) 233-4620

gford@z-tel.com

Joseph A. McGlothlin

Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin,
Davidson, Decker, Kaufman, et. al

117 South Gadsden Street

Tallahassee, Florida 32301

Tel. No. (850) 222-2525

Fax. No. (850) 222-5606

jmcglothlin@mac-law.com

vkaufman@mac-law.com

Represents KMC Telecom

Represents Covad

Represents Mpower

Jonathan E. Canis

Michael B. Hazzard

Kelley Drye & Warren, LLP

1200 19th Street, N.W., Fifth Floor
Washington, DC 20036

Tel. No. (202) 955-9600

Fax. No. (202) 955-9792

jacanis@kelleydrye.com
mhazzard@kelleydrye.com




Tad J. (T.J.) Sauder

Manager, ILEC Performance Data
Birch Telecom of the South, Inc.
2020 Baltimore Avenue

Kansas City, MO 64108

Tel. No. (816) 300-3202

Fax. No. (816) 300-3350

John D. McLaughlin, Jr.
KMC Telecom

1755 North Brown Road
Lawrence, Georgia 30043
Tel. No. (678) 985-6262
Fax. No. (678) 985-6213
jimclau@kmctelecom.com

Andrew O. Isar

Miller Isar, Inc.

7901 Skansie Avenue

Suite 240

Gig Harbor, WA 98335-8349
Tel. No. (253) 851-6700
Fax. No. (253) 851-6474
aisar@millerisar.com

Richard D. Melson

Hopping Green Sams & Smith
Post Office Box 6526
Tallahassee, FL 32314

Tel. No. (850) 222-7500

Fax. No. (850) 224-8551
rickm@hgss.com

Renee Terry, Esq.

e.spire Communications, Inc.
7125 Columbia Gateway Drive
Suite 200

Columbia, MD 21046

Tel. No. (301) 361-4298

Fax. No. (301) 361-4277

Mr. David Woodsmall

Mpower Communications, Corp.
175 Sully’s Trail

Suite 300

Pittsford, NY 14534-4558

Tel. No. (585) 218-8796

Fax. No. (685) 218-0635
dwoodsmall@mpower.com

Suzanne F. Summerlin, Esq.
Attorney At Law

2536 Capital Medical Blvd.
Tallahassee, FL 32308-4424
Tel. No. (850) 656-2288

Fax. No. (850) 656-5589
summerlin@nettally.com

Dulaney O'Roark 11l (+)
WorldCom, Inc.

Six Concourse Parkway
Suite 3200

Atlanta, GA 30328

Tel. No. (770) 284-5498
De.ORoark@mci.com

Claudia E. Davant

AT&T

State President Legislative and
Regulatory Affairs

101 N. Monroe Street

Suite 700

Tallahassee, FL 32301

Tel. No. (850) 425-6360

Fax. No. (850) 425-6361

cdavant@att.com



Wayne Stavanja/Mark Buechele
Ann Shelfer

Supra Telecommunications
1311 Executive Center Drive
Suite 200

Tallahassee, FL 32301

Tel. No. (850) 402-0510

Fax. No. (850) 402-0522
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J. Phillip Carver C Mgﬂ

(+) Signed Protective
Agreement
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BellSouth’s comments regarding calculation of penalties: parity gap versus the
aggregate test statistic.

In several conference calls with the FL PSC Staff regarding the SEEM plan, Staff relayed
a concern of the ALECs: When Truncated Z statistical testing with error probability
balancing was used on a measurement with a retail analog, the ALECs believed the
calculation of SEEM payments based on the difference between the aggregate test
statistic and the balancing critical value was inappropriate. It is BellSouth’s
understanding that the ALECs believe the SEEM payment should be based on only the
aggregate test statistic (or the point of disparity in the ALEC terms) rather than the
difference between the aggregate test statistic and the balancing critical value. This
difference is commonly referred to as the parity gap or, alternatively, the ‘detection point’
of disparity.

BellSouth does not share this belief. The purpose of the balancing critical value is to
balance the probability of Type I and Type II errors. Eliminating the balancing critical
value from the calculation of SEEM payments will essentially create an increased
probability of Type I errors which means that BellSouth will be generating SEEM
payments on transactions where there was, in fact, no disparate treatment.

BellSouth was asked for an alternative calculation where the balancing critical value
would be eliminated from the payment calculation (as the ALECs desired) and the fee
schedule would be adjusted to take into account the fact that the revised calculation
increased the probability that penalties would be paid on transactions that received parity
treatment. After Staff conferred with the ALECs, Staff asked BellSouth to provide a
written example of the revised calculation methodology showing how it might work. That
methodology follows. BellSouth is offering this as an illustration only, and as a part of
discussions to settle this issue. It is not a formal proposal.



The following information is an explanation of how the elimination of the balancing
critical value could be accomplished when calculating the SEEM payments for
measurements with retail analogs. This language could be incorporated into Appendix E
of the SEEM Administrative Plan, specifically in the sections of Appendix E pertaining
to Calculation for Retail Analogs'. An example is attached.

1
2)

3)

BellSouth has agreed to implement a transaction-based plan that would replace
the current measure-based plan.

As a result of the discussion involving whether the SEEM payment should be
calculated from the “point of disparity” (the aggregate test statistic) or from the
“detection point” (the Truncated Z — the Balancing Critical Value), BellSouth
provides for illustration only an example using the aggregate test statistic as the
Parity Gap and has eliminated the use of the Balancing Critical Value. In other
words, this modification effectively calculates the SEEM payment from the point
of the disparity.

The illustration also reflects a modification in the fee schedule to compensate for
the increased probability of Type I error — where payments are calculated on
transactions that were, in fact, at parity.

Partially Revised Fee Schedule

For illustrative purposes only

Measure Category Current Revised
ICTRK $100.00 % 95.00
MR $100.00 $ 80.00
MR-UNE $400.00 $330.00
PR $100.00 $ 85.00

ALL ORDERING NO CHANGE

v

' The attachment, which is provided for illustration only, is only for Tier 1 and only that portion of Tier 1
that relates to retail analog measurements. Tier 2 for retail analog measurements, which is not provided in
the attachment, could be similarly modified.



@ BELLSOUTH

E: BST SEEM Remedy Calculation
Procedures "

-----------------------------------

E.1

Tier-1 Calculation For Retail Analogs

L.

Calculate the overall test statistic for each ALEC; z7 o1 .1 (Per Statistical Methodol-
ogy - by Dr. Mulrow)

Calculate the balancing critical value (°B 41 gc.1) that is associated with the alternative
hypothesis (for fixed parameters 8,%, or €)

If the overall test statistic is equal to or above the balancing critical value, stop here.
That is, if °B arpc. <z aLgC.1, Stop here. Otherwise, go to step 4.

Caleunlate tThe Parity Gap by-subtracting is the value of step2-{ronrthatof step 1. ABS
(2" ALBC-1 ~*BALEc)

Calculate the Volume Proportion using a linear distribution with slope of 4. This can

be accomplished by taking the absolute value of the Parity Gap from step 4 divided by
4; ABS ((ZTALEC—I —B_arpc-y) / 4). All parity gaps equal or greater to 4 will result in
a volume proportion of 100%.

Calculate the Affected Volume by multiplying the Volume Proportion from step 5 by

the Total Impacted ALEC-; Volume (I,) in the negatively affected cell; where the cell
value is negative,

Calculate the payment to ALEC-1 by multiplying the result of step 6 by the appropri-
ate dollar amount from the fee schedule.

Then, ALEC-1 payment = Affected Volume 1 gy * $$from Fee Schedule




@ BELLSOUTH

E.1.1 Example: ALEC-1 Missed Installation Appointments (MIA) for Resale POTS

Note: the statistical results are only illustrative. They are not a result of a statistical test of this data.

Mo | No | lo | MIA | MIAG | ZTuccq | Ca | "ELY | proportion | Volume
State | 50000 | 600 | 96 | 9% 16% -1.92 -0.21 +7+1.92 04275 0.48
Cell ZALEC-1
I 150 | 17 | 0.091 [ 0.113 | -1.9%4 89
2 75 8 0.176 | 0.107 | 0.734
3 10 4 0.128 | 0.400 | -2.619 2
4 50 17 | 0.158 | 0.340 | -2.878 89
5 15 2 0.245 | 0.133 | 1.345
6 200 | 26 | 0.156 | 0.130 | 0.021
7 30 7 0.166 | 0.233 | -0.600 - 34
8 20 3 0.106 | 0.150 | -0.065 2
9 40 9 0.193 | 0.225 | -0.918 45
10 10 3 0.160 | 0.300 | -0.660 2

2933

where ny = ILEC observations and n = ALEC-1 observations

Payout for ALEC-1 is (29 33 units) * ($3080 85/unit) = $2;900 2,805




@ BELLSOUTH

E.1.2 Example: ALEC-1 Order Completion Interval (OCI) for Resale POTS

ni | ne |t | 00k | 00k | dfaecy | Ca | TEnY | pmame | Afieeted
State | 50000 | 600 | 600 | Sdays | 7days | -1.92 021 | 74192 | 64275048
Cell ZALEC-1
1 150 | 150 | 5 7 -1.994 6472
2 75 175 |5 4 0.734
3 10 |10 |2 3.8 2,619 45
4 50 [s50 |5 7 -2.878 2124
5 15 |15 |4 2.6 1.345
6 200 | 200 | 3.8 2.7 0.021
7 30 130 |6 7.2 -0.600 1315
8 20 {20 |55 6 -0.065 910
9 40 |40 |8 10 0.918 1720
10 10 [10 |6 7.3 -0.660 45

13 151

where n; = ILEC observations and n = ALEC-1 observations

Payout for ALEC-1 is (433 151 units) * ($160 85/unit) = $13;300 12,835




