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L. 5. Departrment of Justice

Aztisrust Division

Tty Samer dmiding
1€ H Areet NW
warkmpran, OC 20810

Marz= 6, 1998

Liarg S. Cooran, Esg.

Senior Vice President and
Assistant General Counse!

SBC Comzunications, Ine

175 E. Houston Straet

San Antonis, Texas 78205

Re: SBC Periormance Measures

Dear Mr. Coonan:

As part of the Jepartment’s cox-aitment to work with all Bell companies oo
relevant issues in advance of their sectinz 371 applications, the Department of Justice
and SBC Cemmmunications, Inc. ("SBC™) have, as you know, been spending considerable
tirme discusaging issues relating to whaolesale support processes ard performance
measures. In that regard, you have provided us with a draft Lst of proposed
performance measures, a list that yru have supplemented as our disctssiors have

progressed.

Attachment A is a comprebzesve list of performance measures. With the
gualifications set forth below, we are satisfied that the performance rseasures listed
in Attachment A, o which SBC has agreed! would be sufEdesnt, i properly
implemented, o aatisfy the Department’s zeed far ormmance measures for
evaluating a Secton 271 application Sled in the not-toc-distant future.

We appreciate SBC's engagemen: with the Department or satisfying our
zornpelitive assessment in advence of 2 Sling and look forward to working with you on
additiopal related issues. One such issue is whether the performance measures in
Attachment A have been “properly implemented,” gince the majority of our discussions
bave dealt with the performance ineaszres themselves and since it is uapon the actual
measures that this letter focuses. As you can appreciate, there sre impartant
repercussions that may arise £om how the meascres are implemented. For example,
definitional issues and cther detsils connacted with the measures themselves (such as

! As we have discussed with you, the Department has agreed to narrow variances from
Attachment A in light of certain SBC processes and procedures. Specifically, we have agreed
that SBC need not provide separcis operstar sarvices acd direciary assistance speed-ofoanswer
measurements for branded and cabrinded ealls and that SBC can limis #ts §11 measurements
t0 an error<learing interval measure that is presently under development.




the basis upon which due cates axd start and stop Umes are sel in paricilar

measures) culd signiScartly afect the meaning of the data. Thus, because we have

not yet reached agreement cn issues such as date retentisz, ,re.se::a:::n ang
reporting (eg., disaggregaticn, reporiing intervals and formats), and asalysis, we
expert that Department staff and SBC will continue to wark towards resolution of
these issues. We also expect t2at Departmen? staf and SBC will diszuss performarnce

-~

standards and beathmarking, other important aspects of the Departme=nts
performance analysis.

Mcereover, while we are sazsfied at the presert Sme that the measures set out
iz Attachment A would, if properiy zmpl::nmted. suffice for present purposes,
performance measurement is a dynamic area and future developments could
necessitate changes in our views of appropriate performance measures. For example,
while the measures listed in Attachment A are structured to cover the provision of
unbundled network elements, once it becomes clear how unbundled netwerk elements
will be provided 5o as to allow requesting carriers to cambine such elements in order
to provide a telecconmunications service, we mzy find that other measures are
necessary o assess performance in this situation. In addition, the development of new
services or new methods of providing exigting services could necessitate additional
performarnce measures. Alternadively, through ongaing regulatary proceedings, our
own iovestigation, or otherwise, we might learn of additicnal risks, and evea
occurrences, of discrimination of which we were not previcualy aware. Accordingly, we
would expect SBC to implement additiznal measnres or modifications to existing
messures should it become apparent to the Departmment that they are necessary. Oa
the other hand, developments might reveal that certain measures were ns longer

zecessary and could be eliminated.

Our satisfaction with the performance measures set out in Attachment A must
be placed in its proper context. First, it is lirmited ¢o0 the Depariment’s application of
its competiive stardard. Uzder sectian 271, the Department is to evaluate
applications for Bell entry nsicg “any standard® the Department believes is
appropriate, and the FCC is Tequired to give “substantial weight” to that eveluation.
As we have explained, our standard, in addition ¢o the specific statutury prerequisites,
requires a demonstration that [ocal markets in a state have been “fully and irreversibly
opened to competition,” and appropriate performance meesures, standards, and
ben:b.mud ks ere imporiant to the Department's application of our competitive
standard.

Second, our canclusions relate only tothe Depariment’s evaluatian of section 271
applicnhons and should not be construed 28 20 expression of the Department's views
concerning the appropriate resolution of any federal or state regulatory proceeding
relating to perfarmance measures. The FCC and some state cammiassions have ongoing
proceedings considering both performance messures and performance standards,
including company-speciSc and state-specific issues. These proceedings may produce
performance meagures different from, or in addition to, those described in
Attachment A

I am hopefill that we can resalve the Temaining issuee expeditiously through our
engoing discussions. ] appreciate your cooperation in addressing thege issues and lock




forward t3 ouT teasinwing mutual eforts. If you have any quesTions or suggesuiass

regarding these issues, please call.

Sincerely,

9! | e d]

Dgonald J. Russell
Chief

Telecommunicaticns Task Forze
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At@znment A

PERFORMANCE MEASURES

RE-ORDIRING
1.

Pre-order 055 Auailadility: Measures both the hours and days the BOC's pre-
order OSSs arz avuilsbie to CLECs a=d =on-ezheduled downtizme.

Pre-order System Response Times: Measires, in seconds, the spesd with whuck
the CLEBC Service Represeniztves receive information (inclzding rejeston and
erToT messages) for procetses deecribed beiow with & customer on toe line. These
tycle-time measures tagume the CLEC has mechanical zs2ess 20 the BOC
databases aed should be mexstred in 2 mapser t=at allows appropriats
comparisons o like cycie times «periencad by BOC retail servics
represantatives. Timss zrs provided ceparately for the following {uzctoas:

a. Addrees verifiestion

b. quicst for teleplaz - aumber

¢ Request &r customer sexvice recars (CSR)

d. Service and produc: availability

¢. Appointment scheduling

I. ORDERING

1.

Firm Order Commitment (FOC) Cycle Time: Meastres the average time Som
CLEC servicr order sabmisxian to BOC response, ccafirrming recxipt of 2 properly
formattad ard appeinted order and committing %o complete the crder by 2
specified date. In addifian, =ay be presented as the percsniags returmed within
az agreed upot interval

Repected Order Cycle Time: Messures the sverage time, fom CLEC service crder
submission to 30C response, for rajecting en incomplete servies arder or one
cortaining evrors. Each sube=ission of aa order, up to azd induding the FOC,
Tequires & response cycls-time recult

Ordering Quslsty: The following performance messures are important
determinanty of service crder procesying parity or adeguacy. Zach is importsast
in its own right and provides inxights into differest sspects cf arder quality.
While the eatire set would not be required, Percent Flow Through and aithar
Peroent Rejecied Ordars or Order Subrissions per Order are necessary.

& Percend Reected Orders: Measured 2t the BOC gatewny, it is the result of
dividing rejected orders by total orders submitisd, manually or
mechanically, Itis an adequasy mesesure because there are no equivaiant
BOC anslogs. BOC orders are “rejected” via aulometic edits befors the
order Jeaves the service representative position.

b. Order Submissions per Order: Measured 1t the BOC gateway, it is
determined by dividing total order submisgiors by the number of crders
receiving a Srm ordar commitment
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¢. Fercent Fiow Througn: Meas:rss the persestags of erders t3at fow ez
she BOC gatewny i3 accepiance oy the 30C eervics erder processer witheu!
manzal intervention Orders rejected &2 the gatgway are sxsiuded.

Ordering OSS Availzdility: Meesures beth the hours and days the BOC's

ordering 0SSs are evailable to CLECs and aon-scheduled downtime.

Ordering Center Avcilabilidy: Repors both the hours and days ¢f operagon of

the BOC ordering center.

Speed of Answer-Ordering Cenier: Measures the average time ! reazk a 30C

service representative.

I1 PROVISIONING
A Service Provisioning Interval Meagures ths Sme Som customer request for service
- to completion whsan the appointment is cSered by the BOC, either Tom a common
appointment datsbase, generally used in a resale environment, or by agreed-to
appointment intervals, more cammonly used in & UNE eavirvoment Service

Provisioning Interval snould be measuced both as & mean, cr average interval, and
as a percent over & geandard interval Next gvailsble appointments ofered from the

work schedule OSS end expedited requests a2ould be included for measurement;
- customer-requested due dates longer than the offered appaintmient should be
exzluded.

1

Average Service Provisioning Interval: Maasased in days Stm end-user request
to order compleson and wounted seperately for dispatehed and son-dispatched
orders.

Percent Service Provigioned Out of Intere!: Mesaizres the perceatage of service
orders compleed in more than an agreed wpon aumber of days. Ideally,
measared incre=entally by day. For exmple, orders completed in more than 3
days, 4 days, § days, and 6 days. This perferrmancs maasure depicss the tail of
the interval curve. Combined with the Averags Installation Interval, parirays
& robuss picture of provisionizg cycle Sme.

B. Other Provisioning Measnres

- L

Percent Interconnection Fazilities Provisioned Out of Interval: Measures the
percantage of intereoasection {aclities (switched trunks end dedizated drcuits)
provisionsd in more than an agreed open number of days.

Pereent Missed Appointments—Company Reasons: Order completian is measured
aguirgt the orfinal CLEC-requested due date. No due date changes may be
made unless explicitly specified by the ead user or explistly egre=d to by the
CLEC and the BOC, Orders missed {or campany reasons—load, factlities, or
other—are included. Orders missed due to custsmer reasons are not counted s -
& miss fr purposas of this measure.

Poant New Service Feilures: Meastres the nxmber of touble reports on newly
provisioned service within an agreed number of days cf the criginal trouble.
Studies have shown high carrulaticn bstween provisiening errors and trouble
Teporis occurring within 10 days and lower correlations beyand 10 days.
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Completed Service Orger Ammuregy: Meastres the extent (o wiizh orders e
completed by the BOC a3 c=dered by the CLEC.

Orders Held for Facilities: Measures sevvice orders not completed by the origicai
due date decause of 8 |acX of metwork faciliting (iazluding loops and central ofSce
egquipment) in terrag of (2) the average tmie between the orizinal due date and
the final complelion data, and (b) the 2c=ber of pendicg orders, as of the repos<
date, held beyond & specified period (usuelly 30 days) followizg the original due
date.

Avernge Completion Notice [ntervel: Massures the averzge tme from order
completion to rotification of the CLEC for ordes subouziad on & mechanized
basis. :

IV. MAINTENANCE
A. Trouble Reparting & Clearaccs

1

&

Trouble Reper? Rote: Measured as the cumber of trouble roporis per customer
ar access line per menth. ,

Percent Rapea: Reporis: Measiured as the peromtage of end-csar toubles on the
sasme arcess line within an agreed number of days of the crigizal Souble.
Studies have shown high carrelation betwees repair errors and repeat reparis
occurTing within 10 days and lower corrulations beysad 10 days.

Percent Ous of Service Over 24 Hours: Measured as a percentage of out-of-service
troubles cleared within 24 hours. )
Pereent Missed Appoinsmenss: Measzres the percentage of t-ouble repors
cleared after the prumised appaintment Requires that appointment fmes, once
set. cannct be changed except by the end user.

Mean Time to Repcir: Measurud as the averags interval Som trouble report to
clesrance.

Intercomnection Pacilities Restored Out of Interval: Measures the percentage of
interconnecton facilities (switched trunks and dedicazed circuits) reported out
of service and restored aftar an agreed-to intervel. May also be messured and
reperted as an sversge interval

Maintenance 0SS Aveilodility: Msasures both the hours and days the BOC's
maintenance 0SSs are svailable to CLECs and non-scheduled downtims.

Maintenance Center Speed of Ansuxr: Measures the average time to reach a
BOC repsir servics represantative.

- B. Network Quality

1

Percent Blocked Cally: Measures timiing grade (goality) of sarvice. Should be
peovided separately for the followmg types of trunks:

& ILEC E=zd Office to CLEC Ead O%2e Trunk Groaps
b. ILEC Tundem to CLEC End Office Trunk Groups
¢ ILEC Tacdex to and from ILEC Bad O%ice Trunk Groups

A3




V. 3ILIING

1.

V1. OTHER

Bill Timeiiness: Measasus s percxniage of bijling recards delivered withis an
agTreed-to interval. Siould be provided v the followizg billag informancn
Frovnided w0 CLECa:

a. Daily Usage Rle DUF): Measures, Ssm message eation to the
aveiinbility of the nsage infarmation ¢ the CLEC, the perzentage of DUT s
provided withis the interval. .

b. Whoiesale Bill: Measures the percentage of whalesale bills issued within
an agTeed-to sumber of days fellowing the ead of the billing cycle.

Bill Completeness: Magsures the permntage of cxmiplets billing records for usage

charges, recurriag charges, and non-recurting charges provided to CLECs.

Stould be measired after bills are released Usnder approved czditions,

suffidextly robust pre-release test and qudit prozedures could subgtitute fora

pust-Teiease audis.

1. Usage Messures anbillable nsage and usage Som the carrext bill cycle aot
included on the carrent whalesale ill

b, Recirring Charges: Megstres current Kl cycle recurring charges not
incizded 02 the current wholesale bill

¢ Non-Recxring Charger: Measures nen-recering charges completed in the
current bill period act included on the current wholesale bill.

Bill Accuracy: Maeasures tha percestage of accurate billing recerds for usage

cherges, recurring charges, and non-recrring charges provided to CLECs.

Should be messured after bills arv released. Under approved conditions,
sufSciently robust pre-relesse tast and acdis procedures could substtots for s

post-release andit.

Operator Serxces Toll Speed of Answer: Measies raw interval in seconds or as
2 percentage under s se? objecsSve. Should be provided separately fir unbranded

and breaded service.

Directory Assistance Speed of Anrwer, Messures raw iotarval ic seconds or as 2
percentage under a set objective. Skould be provided separately for uobranded
and brunded sexvica.

911 Datcdcse Update Timeliness and Accurzey: Messures the percesiage of
missed due dates of 911 database updates and the percentage of accurate

updates.

A4
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he Devel ent of Per ance Measures Regime

This exhibit to the Supplemental Memorandum Regarding Performance
Measurements and the Accompanying Reporting and Enforcement Mechanisms
(“Supplemental Memorandum”) discusses in greater detail the negotiation processes
SBC’s ILECs have undertaken, first with the U.S. Department of Justice (“DOJ”), and
then with the relevant state public utilities commissions (“PUCs’") and CLECs, to develop
comprehensive performance measures and related reporting processes and enforcement
mechanisms. It also describes the current status of performance measures dockets before

the relevant state PUCs.

Introduction

Southwestern Bell Telephone Company (“SWBT”) began discussions with the
DOIJ in July of 1997 regarding wholesale support processes and performance measures.
SWBT and the DOJ extensively reviewed the DOJ’s evaluation and the Federal
Communications Commission’s (“FCC”) ruling in SWBT’s Oklahoma Section 271
filing, Ameritech’s Michigan Section 271 filing, BellSouth’s Louisiana and South
Carolina Section 271 applications, and the interconnection agreements entered into
between SWBT, AT&T, MCI and other CLECs in Texas and Missouri, with the view to
developing performance measurements and standards that would permit regulators and
CLEC:s to evaluate the quality of service provided by SWBT to CLECs. In March of
1998, SWBT submitted a list of 66 measurements that the DOJ agreed “would be

sufficient, if properly implemented, to satisfy the Department’s need for performance




measures for evaluating a Section 271 application filed in the not-too-distant future.”!
The DOJ and SWBT contemplated that the performance measures and standards would
be updated as future developments necessitated amendments.

SWBT began voluntarily reporting to the DOJ and FCC on each of the 66
measures in March of 1998, It files reports on a monthly basis with both agencies
detailing its performance across all of its five states for the pre-ordering, ordering, billing
and operator services measurements. Additionally, the monthly reports provide
performance reports for the provisioning and maintenance measures broken down by
market area.

Many of these 66 measurements have been included in interconnection
agreements and approved by the relevant PUCs. Many of the interconnection agreements
with performance measurements also contain liquidated damages provisions in the event
the relevant ILEC’s performance is below the standard. CLECs entering into
interconnection agreements with SBC’s ILECs may also choose to adopt the most
detailed performance measures and strictest remedies provisions from existing
interconnection agreements.” This is not simply a theoretical possibility — in Texas,
AT&T negotiated stringent performance measurements and associated liquidated

damages related to intervals for ordering, provisioning, maintenance and repair.

' See Exhibit 2. See also Exhibit 5 to the Supplemental Memorandum for a complete
listing of the 66 measurements.

2 47US.C. §252(i); 47 CF.R. § 51.809; AT&T Corp. v. lowa Utils. Bd,, 119 S. Ct.
721, 738 (1999).




Subsequently, MCI, Sprint and Broadspan adopted the same terms and conditions as
those contained in the AT&T agreement.

In 1997, SWBT, Pacific Bell (“PacBell”) and Nevada Bell began discussions with
the PUCs, the other ILECs operating in PacBell’s and Nevada Bell’s region and the local
CLEC:s regarding performance measurements that would be acceptable in each State, and
they have been using the 66 DOJ-approved performance measurements as a starting point
for discussion and negotiation.

In the California Public Utilities Commission’s (“CPUC”) investigation and
rulemaking proceeding (“QSS OII”)’ regarding operations support systems, PacBell and
GTE initiated negotiations directly with the CLECs, and the parties have submitted a
Jjoint proposal to the CPUC setting out agreed-upon performance measurements,
performance standards and the parties’ positions on the remaining open issues.”

Nevada Bell undertook similar negotiations with Sprint and GTE (the other

Nevada ILECs) and the local CLECs, with input by the Public Utilities Commission of

3

. . . 3

rder ituti ion int itor]
Performance of Qperations Support Systems; Order Instituting Investigation on the
ission’s Own Motion int nitoring Performance rati u tems,

Opinion, Docket Nos. R.97-10-016 and 1.97-010-017 (Cal. Pub. Utils. Comm’n Oct. 9,
1997) (“OSS OQII Opinion”). (This investigation and rulemaking is referred to as OSS
OII in these notes.)

*  Joint Motion for Adoption of Partial Settlement Agreement Pursuant to Article 13.5

of the Commission’s Rules of Practice and Procedure, QSS OII (Cal. Pub. Utils. Comm’n
Jan. 20, 1999) (“Motion for Partial Settlement Agreement, QSS OIT”).




Nevada (“NPUC”). The NPUC has adopted the joint proposal submitted by the parties,’
with open issues to be resolved shortly.

Similarly, SWBT has been involved in collaborative workshops with the Public
Utility Commission of Texas (“Texas PUC”) and the Texas CLECs regarding
performance measurements as part of SWBT’s draft Section 271 application process in
Texas.® The Texas commission is expected to complete development of the performance
measurements that will be used in Texas, and to approve a self-executing performance
enhancement plan shortly. Additionally, SWBT intends to use the performance
measurements and enforcement plan that results from the collaborative process in Texas

as the basis for similar proposals that will be used throughout the other four SWBT states,

> Inre ission Investigation into Pr re Methods Nece t

etermine Whether Interconnection, Unbundled Acc an ale Services Provided

In ent I g i e at [.east Equal i lity t t Provide

the Local Exchange Carrier to Itself or ubsidi Affiliate, or Any Other ,
Order, Docket No. 97-9022 (Nev. Pub. Utils. Comm’n Mar. 10, 1999) (“Nevada OSS
Order”). (This investigation and rulemaking proceeding is referred to as Nevada OSS in
these notes.)
6 vestigation W 1 ’s Entrv int. Texa
Interl ATA Telecommunications Market, Project No. 16251 (Tex. Pub. Util. Comm’n)

This investigation and rulemaking proceeding is referred to as Project No. 16251 in these
notes. Similar proceedings are taking place in Missouri and have recently been opened in
Oklahoma. See In re Application of SB ications Inc western
Tel and Southwestern B icati rvices, Inc. d/b/a
uthwestern Bell istance for Provision -Region InterLATA Services in
Missourn, Docket No. TO-99-227 (Mo. Pub. Serv. Comm’n) (“Missouri 271
Application™); In re Applicati fEmest G. John irector of the Public Utili
Division, Oklahoma Corporation Commission, for an Order Determining Appropriate
Performance Standards with Regard to Competitive Local Exchange Issues Applicable to

Southwestern Bell Telephone Company, Cause No. PUD 990000131 (Okla. Corp.
Comm’n Mar. 24, 1999).




offering a consistent set of performance measurements.” Indeed, SWBT already offers
the performance measurements available in Texas interconnection agreements to CLECs

- in Missouri, Oklahoma, Kansas and Arkansas (“MOKA states”) who have so requested.®

California Performance Measures

In California, the CPUC opened the QSS OII proceeding in October 1997 to

address monitoring the performance of OSS.” The scope of the proceeding includes

- 7 Southwestern Bell Telephone Company Surrebuttal Testimony of William R. Dysart,

Missouri 271 Application, at 8-9 (Mo. Pub. Serv. Comm’n Feb. 1999); see also

Southwestern Bell Telephone Company, Draft Affidavit of William R. Dysart, In re

Application of Southwestern Bell Telephone eking Verificati at It Has
ull ied with 1 1 ts of Section 27

Telecommunications Act of 1996, Docket No. 98-048-U, at 3 (Ark. Pub. Serv. Comm’n

Feb. 24, 1998); Southwestern Bell Telephone Company, Rebuttal Testimony of

William R. Dysart, In re Application e v General of t

AT&T Communicati he Southwe .. Brooks Fiber icati f Tulsa

Inc., Cox Oklahoma Telec Inc., MCI Tel unication ration rint
ommunicati L.P. lore thwest 11 Telephon ’ mpliance

with Section 271(¢) of the Telecommunicatigns Act of 1996, Cause No. PUD97000056,
at 4 (Okla. Corp. Comm’™n Apr. 21, 1998); Southwestern Bell Telephone Company,
Rebuttal Testimony of William R. Dysart, In re Southwestern Bell Telephone

- Company — Kansas’ Compliance with Section 271 of the Federal Telecommunications
Act of 1996, Docket No. 97-SWBT-411-GIT, at 3 (Kan. Corp. Comm’n May 27, 1998).

®  Currently, SWBT provides these measures to MFS, Sprint and Birch Telecom.

®  The three stated goals of the CPUC’s OSS OII proceeding are:

+ [T]o determine reasonable standards of performance for Pacific
Bell (Pacific) and GTE California Incorporated (GTEC) in
their Operations Support Systems (OSS),

- to develop a mechanism that will allow the Commission to
monitor improvements in the performance of OSS, and

— + to assess the best and fastest method of ensuring compliance if
standards are not met or improvement is not shown.

OSS OII Opinion, at 1.




performance measures, reporting, comparative standards, statistical tests, audits and
remedies. PacBell has agreed to many additional measures that the CLECs and the
CPUC believe measure important aspects of OSS and services beyond those contained in
the DOJ-approved set of measurements. In addition to measuring the time necessary to
respond to collocation requests and the time to provide a collocation arrangement,
PacBell has agreed to measure the percentage of orders jeopardized (orders that will not
be completed within the time indicated in the Firm Order Confirmation notice), the
average jeopardy notice interval, the percentage of installations completed within the
standard interval, coordinated customs conversions, network outage notification, the
percentage of directory assistance database accuracy, the average directory assistance

database update interval and the average notification of interface outages.

Following approximately three weeks of CPUC-sponsored workshops ending in
May 1998, a working group of CLECs and the two ILECs (PacBell and GTE) continued
to work together to i1dentify open issues and clarify some of the consensus they had begun
to reach. These findings were shared with the larger CLEC community in order to elicit
input and resolve open issues. On August 7, 1998, the working group of CLECs and
ILECs submitted a draft performance measures matrix to the CPUC staff. This included
the list of measures and standards on which ILECs and the CLECs agreed, as well as the

areas in which the parties disagreed and were seeking resolution by the CPUC.

In order to resolve open issues, the CPUC staff held additional workshops on

December 14-16, 1998. On January 20, 1999 the working group of CLECs and the




ILECs filed a revised partial settlement agre:ement.10 The parties briefed the remaining

open issues relating to performance measurements in January and March 1999 and have
asked the CPUC to rule on those remaining issues. Currently, there are 43 measures,
with 1300-1400 separate submeasurement test parts.'' The CPUC is scheduled to rule in
the near future on the open issues, which are primarily related to: (1) the appropriate
performance standards for those measures where it is agreed that an objective standard
should be used to measure performance because there is no appropriate retail analog but
for which the parties could not reach agreement as to the appropriate standard'? and
(2) the structure of the enforcement provisions.

PacBell will officially start reporting its performance measures results beginning
with reports for June 1999. It will issue its reports fifteen days after the close of the

reporting month. The first official report is expected to be posted on the SBC website no

' Motion for Partial Settlement Agreement, OSS OII. See Exhibit 7 to the
Supplemental Memorandum for a complete list of the proposed California measurements.
The participants in the California process exchanged information throughout the process
with participants in the Nevada process (discussed below) and the joint settlement
represents the consensus of the negotiations in California and Nevada.

""" Submeasurement test parts are the disaggregated individual measures within each of

the various performance measures.

' For example, there is a debate as to the appropriate amount of time it should take for

PacBell to return Firm Order Confirmation (“FOCs”). The current standard is 24 hours.
CLEC:s have requested that the standard for return of FOCs should be four hours for
electronic to manual orders and six hours for manual to manual orders. PacBell has
suggested that this time frame is too difficult for the manual orders and suggests a
standard of 12 business hours. For a complete discussion of the open issues, see Pacific
Bell’s (U 1001 C) Motion for Commission Order Accepting Its Position on Performance

Measures and Analogs/Benchmarks Issues, Rug@xgpg_the_c_mmsmn_gl__

Motion t en Access to Bottleneck Servi t Framework for
Network Arcbjtegtl_lre Development of Dominant Carrier Networks, Docket Nos. R.93-

04-003 et al. (Cal. Pub. Utils. Comm’n Jan. 8, 1999).




later than July 15, 1999." In fact, PacBell already reports its performarnce for many of
the measurements on the SBC Performance Measures website, which is accessible by
regulators and California CLECs.

Additionally, PacBell is continuing to work towards authorization under Section
271 of the 1996 Act. Comments and reply comments were filed in 1998 on PacBell’s
Section 271 draft application, and discovery on certain issues followed these filings."*
Hearings and collaborative process workshops were held in the summer of 1998, and the
CPUC staff issued a report in October 1998."° Further comments and reply comments
were filed and the CPUC issued a final decision in December 1998 evaluating PacBell’s
performance on the 14 checklist items and adopting recommendations to aid PacBell in
satisfying the outstanding checklist items.'® The target date for PacBell’s 271

compliance filing with the CPUC is June 1, 1999."

Nevada Performance Measures

In mid-1997 the NPUC initiated an inquiry in order to address monitoring the

performance of OSS.'® As a part of this process, all parties filed comments with the

13 Motion for Partial Settlement Agreement, OSS OII, Attach. A at 61.

' In re Network Architecture Development of Dominant Carrier Networks, Opinion,
R.93-04-003, 1998 WL 974737, at *4-5 (Cal. Pub. Utils. Comm’n Dec. 17, 1998).

5 1d., at *3-7.
16 1d., at *34.

7" 1d., at *103.

'8 The stated goal of this docket is to “investigat[e] procedures and methods necessary

to determine whether interconnection, unbundled access and resale services provided by
incumbent local exchange carriers . . . are at least equal in quality to that provided by the

local exchange carrier to itself or to any subsidiary, affiliate, or any other party.”
[Footnote is continued on next page]




NPUC, attended NPUC-sponsored workshops and have met informally to draft an
agreement on performance measures. In recognition of the work being done in the OSS
OII proceeding in California, the NPUC staff required the CLECs and ILECs to work
from the proposed California matrix."”” The NPUC held workshops throughout the
summer of 1998 in which Nevada Bell, GTE and Sprint took part as ILECs. The
participants in Nevada have continued to exchange information throughout the
negotiations with participants in the California process, and the Nevada CLEC proposals
were compared with the proposals of the various CLECs in California. The Nevada
parties filed a Stipulation of Parties almost identical to the California agreement in
February 1999.° The NPUC approved the Stipulation of the Parties performance
measures on March 10, 1999,%' and Nevada Bell is expected to begin reporting results

beginning in the summer of 1999.%

SWBT Performance Measures

In Texas, the performance measures process began during the mediation of the

interconnection agreements between SWBT, AT&T and MCI. In what is referred to as

[Footnote is continued from previous page]
Stipulation of Parties, Nevada OSS, at 1-2 (Nev. Pub. Utils. Comm’n Feb. 11, 1999)

(“Stipulation of Parties, Nevada QSS”).

¥ As well, some of the performance measurements and related proposals that were

suggested in the Nevada workshops were introduced into the ongoing work of the CLECs
and ILECs in California.

¥ See Stipulation of Parties, Nevada OSS.; see also Exhibit 8 attached hereto for a
complete list of the Nevada Measurements.

2 See Nevada OSS Order.
2 Stipulation of Parties, Nevada OSS, Attach. at 81.




“Mega-Arbitration II,” the CLECs and SWBT negotiated a set of performance measures
standards and enforcement mechanisms for inclusion in the interconnection agreements.”
In addition, the 66 DOJ-approved measures have been expanded as part of
SWBT’s draft Section 271 application, filed with the Texas PUC in March 1998. In June

1998, the Texas PUC issued an order establishing a collaborative process for
consideration of SWBT’s Section 271 application.”* SWBT, the CLECs and the Texas
PUC have engaged in extended collaborative discussions of performance measures as a
part of this docket. During the collaborative process, SWBT, the CLECs and the Texas
PUC staff have participated in workshops, filed comments and reply comments, and
engaged in extensive negotiations.

The parties have been using the 66 performance measures approved by the DOJ,
as well as the measures agreed to in Mega-Arbitration II, as a guide in these discussions.
SWBT has agreed to many additional measurements, such as the time to process a

request for access to poles, conduits and rights of way and coordinated conversions (i.¢.,

2 re Petition ication for itrati Prici
Unbundled Loops, Amendment and Clarification of Arbitration Award, Docket

Nos. 16189 et al. (Tex. Pub. Util. Comm’n Nov. 1997) (“Mega-Arbitration II”). The
negotiations in Mega-Arbitration II began with the recommendations of the Local
Competitors Users Group (“LCUG”), a group comprised of five IXCs that has
proclaimed itself the “standards body” for performance measures. The Texas PUC staff
and the FCC have rejected the LCUG standard set of measures, and to SWBT’s
knowledge, these measures have not been adopted as the standard in any area. See
Southwestern Bell’s Affidavit of Randy Dysart in Response to Final Status Report on the
Collaborative Process, Project No. 16251, at 2 (Tex. Pub. Util. Comm’n Dec. 1, 1998)
(“Dysart Aff.”).

¥ Project No. 16251, Order Instituting Collaborative Process (Tex. Pub. Util. Comm’n
June 1, 1998).
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the amount of time a customer switching to a CLEC with an unbundled loop is without
service). SWBT has also added additional ways to measure its performance for some of
the agreed-upon measurements. For example, in addition to assessing the speed at which
local service center and local operating center representatives answer calls, SWBT also
measures the percentage of busy signals customers receive. For provisioning, in addition
to looking at the average installation intervals and missed due dates, SWBT calculates the
delay days for missed due dates, the percentage of SWBT missed due dates greater than
30 days, and the number of orders cancelled as a result of SWBT’s failure to meet the due
date. As a result of the collaborative process, SWBT and the Texas PUC have agreed to
a total of 105 measurements, with approximately 1300-1500 separate submeasurement
test parts.”’

Discussions are continuing on (1) the appropriate performance standards for some
measurements, >° (2) the validation of SWBT’s performance data and (3) liquidated
damages and other enforcement mechanisms. An agreement between SWBT and the

Texas PUC on the unresolved issues is expected soon.

2 See Exhibit 6 to the Supplemental Memorandum for a complete list of the Texas

Measurements. SWBT, the Texas PUC and the CLECs are currently negotiating
additional performance measures, including measures relating to number portability.

% One of the few remaining issues for the Texas PUC to decide involves the standards

for certain pre-ordering transactions involving DataGate and Verigate. Because SWBT
and some of the CLECs use different pre-ordering systems, the reports measuring the
total time involved in completing pre-order functions are not analogous. A differential is
required in order to compare the results. The Texas PUC has not yet determined what the
differential should be. See Letter from Christian A. Bourgeacq, Senior Counsel,
Southwestern Bell to Katherine D. Farroba, Administrative Law Judge, Public Utility
Commission of Texas, Attach. at 1 (Feb. 23, 1999) (regarding Project No. 16251 —
Section 271 Collaborative Process: Performance Measures follow-up).
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The Texas PUC issued a news release on January 26, 1999 announcing that
SWBT “has fully met ten of the 14-point checklist items” and that it anticipated it would
recommend 271 approval after the testing of SWBT’s operating systems.”’ The testing of
these systems has begun and is expected to be completed by June 1999.

SWRBT intends for the performance measures that have been negotiated with the
CLECs and the Texas PUC staff to serve as a template for implementing performance
measures in the four SWBT MOKA states. As stated in testimony filed in SWBT’s draft
271 application in Missouri, these measures are intended to serve as a comprehensive and
consistent set of measures throughout SWBT’s local exchange region. This is consistent
with the process in California and Nevada, in which the Nevada and California PUCs
recognized the work being done in each state, compared the proposals of the various
ILECs and adopted the best standards from each process, creating a consistent set of
measures for the Pacific Telesis local exchange region. Currently, the performance
measures to which SWBT has agreed in Texas may be obtained by any CLEC in any of
the MOKA states upon request. The measures will be reported to the CLECs on the SBC

Performance Measures website and incorporated into their interconnection agreements.

Audit Procedures

In order to ensure that SBC’s ILECs are reporting accurately, the performance

measurement regimes call for auditing to be done of SBC’s ILECs’ systems. These

7 See Public Utility Commission of Texas News Release, SWB’s Long Distance Bid
Nears the Finish Line (Jan. 26, 1999), available at
<http://www.puc.state.tx.us/nrelease/012699a.htm> (visited Mar. 17, 1999).
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audits will ensure the validity of the reports, and if a PUC or a CLEC does not believe the
audit processes are sufficient, changes can be proposed at the biannual meetings held to
review the adequacy of the performance measurement regimes.

In California, the Joint Agreement between the CLECs and ILECs filed in OSS
OII includes audit provisions which will ensure that CLECs and the CPUC can
investigate the accuracy of the performance measures reporting process. An initial audit
and certification process will be performed to ensure that individual ILEC reporting
procedures are sound and that data collection and reporting are timely, accurate and
complete. Copies of this initial audit will be provided to the CPUC, and copies (which
will include only non-proprietary information) will be distributed to the QSS OII service
list. In addition, an annual comprehensive audit of the ILEC’s reporting procedures and
reportable data would be done on behalf of all CLECs by independent auditors. The cost
of these annual audits would be shared between the CLECs and the audited ILEC. These
annual audits would be distributed to the OSS OII service list (non-proprietary
information only) and the CPUC. In addition to the annual audits, each CLEC would be
allowed to audit five single measures during each year. These mini-audits would be paid
for by the CLEC, unless the ILEC is found to be misreporting or misrepresenting data or
to have non-compliant procedures, in which case the ILEC would pay for the mini-audit.

Each mini-audit will be submitted to the CPUC as a proprietary document.”®

28 Motion for Partial Settlement Agreement, OSS OII, Attach. at 65.

-13-




The approved Nevada Stipulation includes audit processes identical to the
processes proposed in California.”’

In Texas, a CLEC and SWBT will consult with one another and attempt in good
faith to resolve any issue regarding the accuracy or integrity of data collected, generated
and reported. In the event that a CLEC requests such consultation and the issues raised
by the CLEC have not been resolved within 45 days after the CLEC’s request for
consultation, SWBT will allow the CLEC to conduct an independent audit, at the CLEC’s
expense, of SWBT’s overall performance measurement data collection, computing and
reporting process. A CLEC may request one audit per twelve calendar months.*® The
Texas PUC has approved these audit mechanisms as part of SWBT’s draft 271
application, with the additional recommendations that if an audit reinforces the identified
problem or any new problem, SWBT should reimburse a CLEC for any expense incurred
for such audit, and that SWBT should inform other CLECs of any problems identified
during the audit initiated by any CLEC.*' In addition, the Texas PUC is validating

SWBT’s performance measures as part of the OSS testing project currently underway in

Texas.

29 Stipulation of Parties, Nevada OSS, Attach. at 86.

30 Southwestern Bell Telephone Company and AT&T Interconnectlon Agreement,

Attachment 17, § 8.5, approved in nre t11
west t1 nA t

Between AT&T and Southwestern Bell Telephone QQQmp@y Order Approving
Amendments to Interconnection Agreement, Docket Nos. 16226 and 17579 (Tex. Pub.

Util. Comm’n Feb. 26, 1998).

*'" Project No. 16251, Final Staff Report on Collaborative Process, at 151-52 (Tex. Pub.
Util. Comm’n Nov. 18, 1998).
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Enforcement Mechanisms

In addition to the performance measurement, reporting and audit provisions,
substantial monetary payments will be assessed if SBC’s ILECs fail to achieve

performance parity and meet the objective standards.

California. In California, pursuant to the request of the CPUC Staff, PacBell has
submitted a proposal that remedies be imposed for submeasures based on parity when the
level of performance is below the level of service that PacBell provides to itself, and, for

objective standard measures, whenever PacBell fails to meet the standard. 32

Under PacBell’s proposal, the amount of the liquidated damages would increase
when PacBell deviates more severely from parity or the objective standard and, if the
ILEC fails to provide parity performance for three consecutive months, or misses a single
objective standard by more than 10%, an increased remedy would be assessed. There are
a total of 43 measures, and PacBell estimates that liquidated damage payments for
missing 20% of the submeasures would be almost $1,000,000 per month.>* In addition, if
one-third of these submeasures is missed for three consecutive months, PacBell’s
estimated payments will be in excess of $60,000,000 per year.** The California ILECs

and the CLECs are in agreement on a forgiveness plan, whereby an ILEC may miss one

Pacific Bell’s (U 1001 C) Summary of Proposal and Expected Payments, OSS OII,
at 2 (Cal. Pub. Utils. Comm’n Feb. 24, 1999).

3 Pacific Bell’s (U 1001 C) Opening Brief on Performance Remedies, OSS OII, at 13
(Cal. Pub. Utils. Comm’n Mar. 22, 1999).

3 Pacific bell’s (U 1001 C) Summary of Proposed and Expected Payments, OSS OII,
at 4 (Cal. Pub. Utils. Comm’n Feb. 24, 1999).
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submeasure every six months without having to pay liquidated damages.>> Additionally,
PacBell’s proposal would permit the ILEC to do a root cause analysis to show that ILEC
performance is not the cause of the failure to meet the standards.*®

Under the most recent CLEC proposal, if the ILEC fails to provide parity
performance for three consecutive months, or misses a single objective standard for three
consecutive months, remedies in the amount of $25,000 for each failure or miss would be
assessed.’’ The CLECs also propose a second tier of remedies. Tier II remedies are a
regulatory fine, paid into the California general fund.*® Under the Tier II remedies, once
a certain threshold of poor performance is reached, the ILEC would pay a fine based on
the number of access lines in use. In addition, the CLECs’ most recent proposal
recognizes the need for PacBell to do root cause analyses in order to show that parity
service has been provided, even if the measures do not reflect that it has.*

Nevada. In Nevada, workshops on performance remedies have been held and

there will be PUC hearings on this issue beginning in June 1999.

3 Id. at 2-3. PacBell has determined, and the CLEC analysis of the PacBell proposal

has confirmed, that due to random statistical variations, PacBell could pay over $400,000
annually even if it provides parity of service. The forgiveness program is intended to
provide some offset to this monetary compensation based on the testing formula. Id. at 3.

36 Pacific Bell’s (U 1001 C) Performance Remedies Plan Filed Pursuant to ALJ Ruling
of January 26, 1997, OSS OII, at 16-17 (Cal. Pub. Utils. Comm’n Feb. 1, 1999).

7 Supplement to CLEC’s Position Regarding Performance Incentives for Pacific Bell,

0OSS OII, at 3 (Cal. Pub. Utils. Comm’n Feb. 19, 1999).

38 Simplified Summary of CLEC Performance Incentives Proposal (With

Background/Support), OSS OI], at 1 (Cal. Pub. Util. Comm’n Feb. 1, 1999).

3% Pacific Bell’s (U 1001 C) Opening Brief on Performance Remedies, OSS OII,
at 23-27.
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Texas. As part of the Texas 271 collaborative process, SWBT, the CLECs and
the Texas commission staff have engaged in similar discussions regarding the liquidated
damages and other enforcement mechanisms that will apply to the performance
measurements when SWBT does not provide parity performance or meet objective
standards. The Texas PUC staff proposal contains a two-tiered structure that would
require payments of Tier 1 liquidated damages to the CLECs for failure to provide parity
performance or to meet objective standards on nearly all, and Tier 2 penalties to the state
treasury of Texas for failure to provide parity performance or meet objective standards
three consecutive months in a row in respect to 48 broad outcome-based measures that
have a direct and immediate impact on competition. In Tier 1 and Tier 2, liquidated
damages are assessed on a per occurrence basis, with remedies in Tier 1 scaled based on
the size of the CLEC and remedies in Tier 2 set at a higher level than Tier 1. SWBT, the
Texas PUC, and the CLECs are currently negotiating modifications to the Texas PUC

staff’s plan, with a resolution expected shortly.

Conclusion

These performance measures and remedies are the result of over two years of
negotiation and discussion between SBC’s ILECs, other in-region ILECs, the relevant
PUCs, the DOJ and, most importantly, the CLECs themselves. SBC’s ILECs entered
into negotiations with the state PUCs and the CLECs in order to address the concerns of
all the parties. The current proposals being considered by the relevant PUCs provide
measurements designed to provide detailed information on all aspects of how SBC’s

ILEC:s are furnishing OSS and other services to the CLECs. The processes are coming to
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a close as the PUCs will soon rule on the open issues relating to certain objective
performance standards and enforcement provisions. It is clear that the new performance
measurement regimes developed by SBC’s ILECs, other ILECs, the CLECs and the
PUCs will provide all of the information necessary for the CLECs and the PUCs to
determine whether SBC’s ILECs are providing CLECs with parity of service and a

meaningful opportunity to compete.
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