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Director, Division of the Commission Clerk and
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Florida Public Service Commission
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Re: Docket No. 000121A-TP
In Re: Investigation into the establishment of operations support
systems permanent incumbent local exchange Telecommunications
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Dear Ms. Bayé:
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comments regarding the SEEM fee schedule. A copy of the same is being served on
all parties of record.
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REQUEST: Parties are to submit alternatives to the BellSouth proposal for
determining which fee schedule to use under the ‘trip wire.’

. RESPONSE: BellSouth’s response is attached.



TRIPWIRE OPTIONS FOR SELECTING SEEM FEE SCHEDULE TO APPLY

Introduction .

The Florida PSC Staff requested that BellSouth look at options to incorporate its tripwire
concept into the SEEM plan penalty calculation methodology. In response to that request
BellSouth has provided three options for consideration. These three options are
discussed later in this document, however, BellSouth believes that it is useful, to briefly
recap BellSouth’s primary reasons for making its SEEM proposal, which incorporated, the
tripwire feature. ' |
BellSo{lth, in its petition filed with the Commission on May 12, 2004, expressed its
concern, among other things, with the present functioning of the SEEM plan. In
particular, BellSouth provided several examples where, under the design of the current
plan, huge penalties were paid for very small differences in performance between retail
and CLEC results. Those examples merely highlighted symptoms of a much bigger
problem. Accordingly, in order to correct this problem in the SEEM plan, BellSouth
proposed to modify the plan to make remedy payments more in line with performance
and with a more rationally-based fee.

As part of its proposal, BellSouth recommended a shift from the current measurement-
based penalty calculation approach to a transaction-based approach. In conjunction with
this change in the penalty calculation methodology, and as an important component of it,
BellSouth provided an approach that used three penalty assessment categories: a standard
performance fee schedule, reduced from the current excessively high schedule, which
applies if BellSouth remains within a reasonable range of its current performance; a low
performance fee schedule that applies if BellSouth’s performance drops below a
reasonable range of its current performance, wherein penalties are significantly increased;
an incentive, which is actually not a fee schedule, wherein if BellSouth’s performance is
above the objective range around BellSouth’s current performance no penalties are paid.
The device used to determine which fee schedule applies, or if the penalty avoidance
trigger is reached, is referred to as the “tripwire” feature.

The tripwire provision serves as the means of implementing more reasonable penalty
assessment levels as long as BellSouth performance remains in the current range, while at
the same time establishing an anti-backsliding mechanism, of substantially higher SEEM
payments if performance drops materially. This is important for at least two reasons.
The first reason is because the FCC has consistently stated that the role of enforcement
plans such as SEEM is to provide another mechanism designed to deter backsliding in
performance. Second, and equally important, is the fact that the SEEM is not the
exclusive remedy for deterring backsliding. That is, any CLEC that believes that it has
sustained performance-related damages that exceed SEEM payments may exercise its
legal and contractual rights to recover such damages, and such actions also as deterrents,
Also, failure to provide the CLECs with a meaningful opportunity to compete would



mean that they would look for an alternative method to providing service to their
customers and BellSouth would loose their business.

The distinguishing feature of the SEEM plan is that it is automatic. But, the tradeoff'is
that BellSouth pays penalties even though it is not backsliding. Moreover, there is no
requirement to show that BellSouth’s performance caused even the slightest harm to
CLECs. The facts show that there has been no backsliding under the current SEEM plan,
yet penalty payments are extremely high. Although SEEM is intended to generate
penalties only when a material performance deficiency occurs, the existing plan requires
BellSouth to provide CLECs better service in the aggregate than it provides to retail
customers in order to eliminate penalty payments. This problem occurs because the

, performance for each individual CLEC is compared to BellSouth’s average performance
across a geographic area. It is impractical to manage performance in such a manner that
performance for each CLEC is exactly equal to the average retail performance, as a
consequence aggregate performance for the CLECs must exceed retail performance in
order to eliminate payments. This condition is contrary to the intent of SEEM. Without
the proposed criteria, this flaw would continue in the proposed plan.

4

The focus of this document is the tripwire feature. In particular, BellSouth provides three
options for incorporating a tripwire feature into the proposed SEEM plan per Staff’s
request. The three options that BellSouth would like the Staff to consider are discussed
below in order of BellSouth’s preference.

Option 1

This is BellSouth’s initial tripwire proposal. . Under this approach, BellSouth would first
calculate the average percentage of SQM submetrics met for the twelve months preceding
implementation of the Florida Public Service Commission’s order in this docket. For
example, if BellSouth met the performance criteria for 81% of the SQM submetrics, on
average, for this 12-month period, 81% would serve as the starting point for the baseline
range to establish whether there is any backsliding. BellSouth would then determine
three standard deviations around the 81% performance level based on the percentage of
submetrics met. This would define the baseline range necessary to make penalty
payments according to the Standard Fee Schedule included in BellSouth’s SEEM
proposal. Each month, an assessment is made to determine which of three SEEM penalty
payment options (fee schedules) would apply.

First, for the “Standard Fee Schedule”, amounts are used when BellSouth’s overall
performance in a given month remains within three standard deviations of a baseline
performance level. This baseline level is the average of the percent of submetrics met
each month for the 12 consecutive months ending prior to the month a Commission
order adopting the plan goes into effect. These averages will be taken from across all
reporting domains. These domains are: OSS/Pre-ordering, Ordering, Provisioning,
Maintenance and Repair, LNP, Billing, Interconnection Trunks, Collocation, and Service
Order Accuracy. In the example, used above 81% was the baseline performance level, so
performance within +/- three standard deviations of 81% would mean any payments



made across all domains'would apply the Standard Fee Schedule. The Standard Fee
Schedule is less punitive than the existing fee schedule and is more rationally based,
deriving from the approach taken in commercial agreements in other industries.

Second, should BellSouth’s performance, as measured by the percent of submetrics met
in the current data month, fall below three standard deviations from the established
baseline level of performance, the “Low Performance Fee Schedule” will be utilized for
that month for both Tier 1 and Tier 2, across all domains. Additionally, if BellSouth’s
performance, for a given month triggers the Low Performance Fee Schedule, for the
following proposed Tier-2 only measures, Tier-1 penalties would also apply: Firm Order
Confirmation and Reject Response Completeness, LNP-Percent Out of Service <60
Minutes, LNP-Percent of Time BellSouth Applies the 10-Digit Trigger Prior to the LNP
Order Due Date, LNP Disconnect Timeliness (Non-Trigger), Acknowledgement
Message Completeness, and Percent Flow-Through Service Requests. The Low
Performance Fee Schedule is more comparable to the existing fee schedule if it were
adjusted to function according to an analogous transaction-based fee schedule. BellSouth
believes that penalties should be paid at this high level only if there is evidence of

backsliding, which is based on material differences in performance between CLECs’
results and retail results.

Third, if BellSouth’s performance in the current month should exceed the baseline level
by three standard deviations, no Tier 1 payment will apply for any CLEC in that month.
BellSouth believes that this is a viable option to encourage performance levels beyond
what is legally mandated. In the current environment, BellSouth’s reward for improving
performance is for the standard to be raised. Consequently, BellSouth’s penalties do not
go down when its performance levels increase because BellSouth continues to chase a
moving target. This would tend to discourage improvement rather than encourage

improvement. BellSouth believes that the SEEM plan should contain positive incentives
as well as negative incentives.

BellSouth believes this option is most appropriate for several reasons, as already
discussed, but this option also has the following positive characteristics:

e Very stable results. It has a large base of data and it is based on CLEC aggregate
results. As a result there should be a minimum of random monthly fluctuations.
This approach is also less prone to significant influences of seasonal differences

than a mechanism that has more disaggregation or more components, with fewer
observations per component,

o Directly related to purpose of plan. By establishing a baseline performance _
threshold based on current performance, which is at or above the level that earned
271 approval, this approach is directly related to the overarching intent of the

SEEM plan — which is to prevent backsliding from the 271 approval performance
level.



¢ It is applicable to both Tierl and Tier 2. The high, low and standard performance
level assessments are made at the CLEC aggregate level, but the determination of
whether to use the high, low or standard performance fee schedules apphes
whether payments are made at the Tier 1 or Tier 2 level.

e Accommodates both analogs and benchmarks. The method of determining whxch :
fee schedule to use applies easily to measures using retail analogs and measures
using benchmark standards. In either case, the level of SEEM payments is tied to
a rational grouping of submetrics by meaningful performance categories.

¢ Provide for deterrents and incentives. This methodology provides deterrents to
backsliding by imposing severe penalties for poor performance. Importantly, it
also encourages performance beyond the legal requirement by providing
incentives for good performance.

Option 2

This option is a modification to BellSouth’s original tripwire proposal. In reviewing
BellSouth’s initial proposal, Staff expressed two primary concerns with the proposal.

The first concern was that determination of the tripwire was based on SQM submetrics
rather than SEEM submetrics. Staff’s second primary concern was that the determination
of whether BellSouth would pay according to a low fee schedule, high fee schedule, or no
fee schedule, was based on overall statewide aggregate data, i.e., determining whether the
percentage of total submetrics that BellSouth passes is within a base range, for example
within 3 standard deviations of 81% in the example provided above. In particular, Staff
was concerned that the data used to set the tripwire were too aggregated and did not look
at, for example, performance by domain (e.g. Ordering, Provisioning, Maintenance &
Repair, efc.).

Under this option, BellSouth made changes to its original proposal to address the
concerns raised by Staff. First, the data used to set the tripwire are based on SEEM data
rather than SQM data. Second, a separate base percentage is set for different submetric
categories, rather than using one percentage for all submetrics together. Specifically,
BellSouth proposes to establish four measurement categories using SEEM measures.
Namely, measurements would be classified according to two general process domains -
Provisioning (e.g. Pre-ordering, Ordering, Provisioning) and Post-Provisioning (e.g.
Maintenance & Repair, Billing) and two modes of entry - Resale and UNE.

The number of SEEM submetrics at the aggregate level does not constitute a large
enough starting base necessary to effectively divide these submetrics into four categories.
This is because in dividing these submetrics into four categories there would not be
enough submetrics per category to allow for stable results. This would be the case both
for purposes of establishing a baseline per category and for comparing the month-to-
month performance results. Therefore, BellSouth proposes to either determine the
baseline percentage, by measurement category, using either SEEM CLEC/submetrics
combinations or cells to calculate the baseline percentage of opportunities for which



BellSouth made the performance standard. This would serve as the starting point around
which a range of three standard deviations would be calculated and established to
determine the appropriate fee schedule for penalty payment purposes.

To illustrate, undek this option, the four measurements categories would be: (1) Resale
Provisioning, (2) Resale Post-Provisioning, (3) UNE Provisioning, and (4) UNE Post-
Provisioning. Now suppose that there are 100 CLECs in Florida and 20 submetrics for
the UNE Provisioning measurement category. This means that there are 20 X 100 or
2000 opportunities to meet the performance criteria. Under this option, if BellSouth
passes 1800 of the 2000 performance tests on average for the 12-month period preceding
the issuance of an order by the Florida Commission, the baseline percentage for the UNE
Provisioning category would be 90% (1800/2000).

Thus, on a goihg forward basis, the baseline performance range, which would allow
BellSouth to pay penalties based on the SEEM proposed Standard Performance Fee
Schedule would be performance levels (i.e., percentage of submetrics met) that are within
three standard deviations of 90% for the UNE Provisioning category. If BellSouth’s
performance were below three standard deviations from 90% SEEM payments would be
made according to the Low Performance Fee Schedule. Finally, if BellSouth’s
performance is above three standard deviations from the 90%, SEEM payments would be
made according to the High Performance Fee Schedule.

It should be noted that the baseline percentage would be calculated in a similar way for
the other three categories, but would not necessarily be the same as the level calculated
for the UNE Provisioning category. For example, it might turn out that the baseline
percentage for the Resale Post-Provisioning category is 88%, or 92% for that matter,
rather than the 90% calculated for the UNE Provisioning category.

This approach addresses the concerns of the Staff and retains the advantages of
BellSouth’s original proposal. Specifically, this option has the following positive
characteristics:

e Very stable results. It has a large base of data and it is based on CLEC aggregate
results. As a result there should be a minimum of random monthly fluctuations.
This approach is also less prone to significant influences of seasonal differences
than a mechanism that has more disaggregation or more components, with fewer
observations per component.

o Directly related to purpose of plan. By establishing a baseline performance
threshold based on current performance, which is at or above the level that earned
271 approval, this approach is directly related to the overarching intent of the

SEEM plan — which is to prevent backsliding from the 271 approval performance
level.

e Itis applicable to both Tierl and Tier 2. The high, low and standard performance
level assessments are made at the CLEC aggregate level, but the determination of




whether to use the high, low or standard performance fee schedules applies
whether payments are made at the Tier 1 and Tier 2 level.

e Accommodates both analogs and benchmarks. The method of determining which
fee schedule to use applies easily to measures using retail analogs and measures
using benchmark standards. In either case, the level of SEEM payments is tied to,
a‘rational grouping of submetrics by meaningful performance categories.

¢ Provides for deterrents and incentives. This methodology provides deterrents to
backsliding by imposing severe penalties for poor performance. Importantly, it
also encourages performance beyond the legal requirement by providing
incentives for good performance.

Option 3

There are actually two parts to this option, which will be referred to as sub-options 3A
and 3B. Both sub-options use Tier 2 aggregate data for determining which fee schedule
to use in calculating payments and the determination of which fee schedule to apply is
made at the submetric level, rather than the measurement category.

Sub-option 3A: Under sub-option 3A, there are two fee schedules, a Low Fee Schedule
and a High Fee Schedule, and are applied to Tier | SEEM payments. The applicable fee
schedule for Tier 1 SEEM payments is based on performance results, by measure,
calculated on a rolling three-month average of Tier 2 aggregate data. This means that
each month BellSouth would calculate, by submetric, the average CLEC aggregate three-
month results based on the current month and prior two months. This CLEC average
result would then be compared to the average BellSouth aggregate result for the same
three-month period where retail analogs are involved. If the applicable standard is a
benchmark, the CLEC average result would be compared to the benchmark standard. If
BellSouth passes at the statewide level for a given measure, any Tier 1 payments required
for that measure would be made on the low fee schedule. Conversely, if BellSouth fails at

the statewide aggregate level for a measure, Tier 1 payments for that measure would be
based on the high fee schedule.

It is appropriate to use a three-month rolling average for making this determination
because this would make the assessment more stable and minimize the impact of random
occurrences, where a single occurrence could have a huge impact on penalties. Under
this approach, however, Tier 2 penalties would have to be paid according to a single fee
schedule since the methodology does not readily allow for making distinctions in Tier 2
results for purposes of choosing one fee schedule versus another.

The main benefits to option 3A are as follows:

e Uses SEEM results as the basis for calculation. Option 3A compares Tier 2
CLEC and BellSouth statewide aggregate performance for each SEEM measure
where retail analogs are concerned and compares CLEC aggregate Tier 2 SEEM




performance data to-a benchmark standard where analogs are not used. This tles
the fee schedule determinations to data used in the SEEM calculations.

The applicable fee schedule is determined by measure. Under this approach, each
submetric has its own assessment for fee schedule treatment. Thus, in the same

month, some measures will be on the high fee schedule and some on the low fee
schedule.

No back casting of results required. The determination of the applicable fee
schedule is made each month without the need of establishing a baseline
performance range based on 12-months, or some other time interval.

There are also several disadvantages to this approach.

Results are not tied to backsliding. The central, if not sole, purpose of
enforcement plans like the SEEM plan is to prevent backsliding. Because fee
schedule determinations in this option are made monthly, without regard to
whether backsliding has occurred, BellSouth would be penalized in many cases
where it should not be.

May be subject to seasonal variation. This approach, because it does not use a
sufficient time interval, such as 12-months in order to establish a baseline for
performance assessments, has no dampening effect for the impact of seasonal .
variations. Thus, BellSouth may be subject to penalties under the high fee
schedule even though the performance is reasonable for the time of year.

Provides for only two fee schedules. Under BellSouth’s initial tripwire proposal,
there were three schedules: standard, low and high performance levels. The low
performance fee schedule would deter backsliding, but the high performance fee
schedule would provide an incentive to significantly improve performance.

Not clear how to apply to Tier 2. This alternative is geared more specifically
towards making Tier 1 payment determinations. It does not readily translate to a
Tier 2 application.

Sub-option 3B: This alternative operates much the same as sub-option 3A in that it uses
SEEM Tier 2 aggregate data to make fee schedule determinations, and does so for each
sub-metric. However, under this approach, three fee schedules are used (High, Medium,
and Low). As with sub-option 3A, for submetrics which fail the Truncated z-test, i.e., the
aggregate z-score is less than the Balancing Critical Value (“BCV™), based on the Tier 2
aggregate level, three-month rolling average, BellSouth would pay any Tier 1 penalties
required according to the High Fee Schedule. In contrast to sub-option 34, if BellSouth
passes the Truncated z-test at the Tier 2 CLEC aggregate level, based on the rolling three-
month average, a two-prong test is then employed. First, if the CLEC aggregate z-score
is greater than zero, (i.e., the CLECs received better service than BellSouth at the
aggregate level) the Low Fee Schedule is used to calculate any Tier 1 payments that are



required. Second, if the CLEC aggregate z-score is between zero and the BCV, (i.e.,
BellSouth’s performance is slightly better than the CLECs’ performance, but the
difference is not statistically significant) any Tier 1 payments are made according to the
Medium Fee Schedule.

This approach, Sub-option 3B, has all of the benefits of Sub-option 3A, but does not have ,
the disadvantage of only having two fee schedules. In addition, under both Sub-option
3A and Sub-option 3B, BellSouth can pass the Truncated z-test at the CLEC aggregate
level and still pay penalties at the Tier 1 level.

Conclusion

BellSouth continues to believe that its initial tripwire proposal, identified as Option 1 in
this document, is the appropriate approach for maintaining anti-backsliding protection
without applying an overly punitive mechanism to SEEM penalty assessments. It also
provides an incentive for BellSouth to provide the CLECs with better overall
performance for their customers. Indeed, Option 1 is most directly tied to the purpose of
enforcement plans like the SEEM plan; which is to deter an ILEC from backsliding.
Option 1 is best suited because the tripwire approach used (SQM performance metrics
met) is based on the criteria used in the 271 approval process, which determined
BellSouth’s ongoing performance obligation. In an attempt to address Staff’s concerns
BellSouth has provided several other options for employing a tripwire feature in the .
SEEM plan. Each of the other options, however, fails to recognize that BellSouth is not
backsliding in its performance, and this is a continuing concern for BellSouth. BellSouth
does believe, however, that Option 2 is the best alternative to Option 1.



