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EXECUTIVE SUMMARY
Prologue

This document is intended &s &
revenues and costs over a five
provided by the New York |
(976), Interactive informetion Net
estimates to provide a replec

1
ool for the Business Marketing organization to evaluate projected
year plannmg period essociated with the three primery services
Ericsson switch. These services are Mass Announcement Service
Service {IINS) and Group Bridging Service (GBS). Costs include
ent for the existing switch to be Yesr 2000 compliant. Multiple

configurations were considered. Costs included are for planning purposes only and are not intended

as docket quality documentatio

Bell Atlantic provides similar sem<[e\s:lsxzw1‘1erér inthe region. Each jurisdiction has unique service, cost

and network considerations, How
Marketing has focused its initial
analyses to detemine the overall

Estimated revenues, configuration

r, due to the urgency of the Year 2000 issue in New York, Busuness
assessment qhere Other jurisdictions will be evaluated in future
vigbility in ezi'ch jurisdiction.

1
sand associated costs are outlined below. Risks must be considered

regarding the viability of the product, outsidejthe fully distributed service cests assessment. Due to

the unique nature of this service,
upon Bell Atlantic. PSC erders g
perspective, the most significant

damages with interest and legal fees could

the New Yor{c PSC hes played a key role in the requirements placed

of these issups are the four RICO lawsuits cumently pending, where

nd litigati:}are highlighted on pages 7 end 8. from a financial
55idly be as high as $100M. While a decision to exit the

product would not eliminate they current orde}s or legal proceedings, it is reasonable to assume that

continuance of the product wou

of litigation would continue to exist.

Despite the costs associated wi

require Bell Atlantic to implement future PSC orders and the threat
i
the prowsmmng of 8 new switch, and our intemal acknowledgment

of financiel risks associated withithe product,) |Bell Atlantic must enticipate that the New York PSC is
likely 10 be unsympathetic 1o cost Issues and (“nay advise Bell Atlantic to recover its costs elsewhere.
In several recent orders, Bell Atlaptic was advx$cd to recover costs through the exogenous cost study

process. ltis critical that a decisi

overall viability of the procduct lin
for cost study purposes.

Background

is not service cost based. Similart %
l

to exit must be accompanied by a Legal/Regulatory strategy which

while this document satisfies the intemal requirement to 8ssess the

itis not suitable for withstanding an extensive evaluation by the PSC
|'

The Year 2000 is rapidly approac!hms it has elrecdy had a significant impact on every industry in the

world, especially every computer

- besed or re:lated transaction system. The IMAS Ericsson switch in

bt

Brookiyn will be no exception. ihis switch has not been upgraded for several years, Bellcore has
verified that the existing release|and two sutbscquent releases cannot handle the new millennium,
leaving no dout that the chss n and the seqvices which depend upon it are in great jeopardy.

rm"«gxdrnd Confidendal. l Prepared in Contemplrtion of Uigeton
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luate the varjous solutions to this problem. Ericsson has verified that
they will not be eble to upgrade the existing syvitch to “make it cument”, and that the only altemative
would be to replace the switch. This document discusses each of the pottntxal solution scenarios and
projected costs and also provides backgroundinformation regerding the product, pricing, placement
and previous promation. The scénarios incluc?e:

Efforts have been undertakento

balance of the Infofone s
c. Withdrewal of 976 asa p
DMS100 of SESS. _
d. Outsourcing the switch, qwhich would entail extensive labor relations issues and is not
considered a viable solutibn). : '

rvices to a DMS100 or SESS.
roduct offering and migreting the balance of the services to a

Revenue and Costs

Revenues and estimated costs of the options above are as follows:

Optlon 5 Year Revenue | Estimated Costs’
a. Entire switch replacement :' $62.6M $66.9M
b. Replacement with|smaller $62.6M $67.6M
Ericsson for 976 and migration of
other services to OMS or SESS
c. Withdrawal of 976 service and | $41,3M $30.8M
migration of otheriservices to
DMS or SESS

All solutions have associated risks| Indeed, the'co'\tlnuance of this product line itself is accompanied
by existing exposures and liti 3at1<i n which are hot expected to abate, end may in fact, increase as we
move forward. The current state pf the produt:t includes:

1. Implementation in 1998 of PSC Orders |prov1d1n3 for:
8. New blocking option gnd associstéd password protection
b. IINS end GBS detailed|billing |
Potential requirement to efiminate conibution for 76
Potential requirement to aflow Ps to p:bwde billing and collection themsetves
Potential requirement to dfop ourrates ozlnmmate contribution), in association with compliance
filing of 1997 !

= wro

Source: Senvice Cost Sstimates! Costs do not nclude cut over 1O 8 new switch of costs to exit.

Pl eged {nd Confidential. Prepared In Contempledon of Ubgation
Impct & Altemranves Anahysis ) page 3 of 25
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5. Ring No Answer litigation Emdins i .
6. RICO lawsuits pending with damages, ir*terest and lega! fees which could be as high as $100M.
i

Recommendation

This is 8 declining market with intqnse competi';ion from interexchange camiers, and soon competing
local exchange carrlers. Althoughlhe forec&sta’d revenue and costs are as depicted above, the actual
risks to the corporation for continying the prodyct line may far exceed any potential benefit. Risks are
discussed in detail throughout thi§ document particularly in the section identified as Risk Factors.

Based upon the projected costs, risks, and |inability to increase prices, the Business Marketing
recommendation is to exit the product line. it is further recommended that Legal and Regulatory
develop a plan to facllitate the withdrawal of the 976, IINS and GBS services in New York.

Privieged ade Confidendd. Ppepared in Caatemplrton of Utsatdon
Impect & Altermatives Analysis :
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SITUATION ANALYSIS
Market Factors

The InfoFone® Services - New YorJ
wholesale level, Bell Atlantic sells i
provide passive end interactive p
fottery results, sports scores, wha
these programs are called by resit

Competitive, Regulatory & Cus

|

i
f product ling services both 8 wholesale and a retail market. On the
ansport, billihg and collection services to Information Providers who
0grams on vprlous subjects, including, but not limited to: weather,
I's heppening on Wall Street, and Horoscopes. On the retail level,
HJence and bTJsiness customers.

er Use F"ctors

Call volumes have dropped significantly in recent years aithough the product line remalns profitable.
Of the 8.6 million potential subscribers in the New York Metro LATA, only 400,000 currently catl 976
programs, the product line's most inexpensjve information service.  The decline in revenue Is
atributable to a number of factorsincluding competition from inter-exchange canler 900 services, our
own selective blocking service, snd & host of less expensive (or free) altemative sources of information,

such as: cable television, redio,

In 1997, the PSC issued Opini
contribution from the rate charge

We subsequently filed en Article 78 challengi

papers, yellow pages, online services, and the Intemet.

n and Order 97.7 which included & requirement to eliminate
to 1Ps for 976 service end unbundle the associated cost elements.
ng this component of the Order. The matter has not yet

been resotved. Should the courts find in favo; of the PSC, the $0.02 per ¢all we now retin as profit
over our cost per call for this preduct will be tpst,
1

The marketplace is experiencing proliferctiod of altemative scurces of information. These sources
range from print media (such &s|newspapers and magazines) targeting highly specific and niche

markets to online services that cat

and business markets are finding {
America Online, and Prodigy, asw
interest in fast unlimited informati

Co-Dependencles

As one might expect, revenues
obstacles to increasing usege and
sutoscribers in New York.

Overall, the proliferation of ways
instant gratificetion, combined W
blocking options , have pushed |
trend 15 unrelenting.

to the not-sb-traditional home market. Those that bridse the home

mendous duccess. These include services such as CompuServe,
el as Intemetservice providers. Customers are Gemonstrating & keen
fﬁ within easy reach.

and call volumes have plummeted downward. One of the key
evenues is se'lective blocking service, which curenthy has 2.4 million

|
and means for accessing information, and the social trend tmrd
ith stringent requirements placed on us by the PSC in structuring
nfofone® Services products out of the lives of our customers. This

Privileged 4
Impact & Altematives Analyss

nd Confidental. Prepaned In Contemplaton of Udgation
: page 5 of 85




10-21-1898 17:50 2155573081
APR 22 'SE 17:13 FR BELL AY

'o" ’ d(

" o

@RAT A

Migration/Altemative Products

.
t

!
There are no altemative offerings by Bell Atlangc to migrate these existing customers to. There Is no

migration path intemally for the information

rams, and as many of the existing IINS & GBS IPs have

Q00 type programs with ATAT toddy, it's expected that they will continue to migrate their own offerings
to that platform, away from Bell Atlantic. AT&T offers nationwide access to thelr programs, for niot
much more than the [Ps are paying us today fq New York-only access.

Strategic, Technological, & Ecgnomic Facters

B The IMAS switch which is the|switch dedicated for processing Infofone Services calls is not Ye’er
2000 compliant. The purchase of 8 replarement switch, along with associated costs will cost

approximately $11 million.

8 Demand for the product line is decreasinsﬁi 0% - 5% year over year, end has been since 1993.

|
= egal and Regulatory issues including litigatipn have diminished the derived margin for the product

line.

|
s Correlations are made by the public between Bell Atlantic pay-per-call and 900 services. This has
resulted in mis-perceptions apout the profucts and pricing, particularly with respect to 976.

n Blockins Option 4 lumps 97q
with pricey pay-per-call sery
selective blocking service in
in LATA 132 but 976) wes ¢ri
fought long and hard for so
providing customers with a bl

. more expensive pay-per-call
not have declined &t the rate ¥
8 counter to our request to

(Bell Atlantic-New York's most affordable pay-per~call product)in
ices. This gption cuently holds the majority of subscriters to
ew York: 1.98 million. Blocking Option 5 (which blocks everything
ted and approved by the PSC in January of this year. The IPs have
relief with reSpect to blocking and have blamed Bell Atlentic for not
king optiof that enabled them to eccess 976 while blocking other
es, sayihg that if such an option existed, their business would
has. Option 5, whose creation was ordered by the commission as
odify Option 4 to eliminate 976 from it's group, cumently has 351

subscribers. Sinceit's inceptipn, consumels have continued to express a preference for “dlanket”
blocking, Option 4, with it's sibscribers sr@wing by 3114 during the time of availability of the new
Option S, disproving the [P arFument.

=n  Consumers are increasingly d'esiring to keei p on top of what's happening in “real ime”, and are

becoming more accustomed
the Intemet.

R

10 accessing|data electronically, particulerty via online services and

Blocking is 4 service offered by Bell Atiantic which enables customers to prevent calls from being made from

their phones 10 numbers begidning with specific ares codes of exchenges. There ore 5 configuredons for

blocking semce,

Prdicged
Impact & Altematives Analysis

nd Confidentlal. Preoered in Contemplatdon of Litgeton
; page b of 25
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u  Consumers have demonstrated their w:llmgn&ss to pay for online informeaticn, and more frequently
now have ready access to thelinternet from their desktops 8t werk, further reducing their need for
the pay-per-call services offeted bytelcphone

Risk Factors :

|

There are seversl existing Issues related to the product line which may continue to have a significant

drain on intemal resources. The pense/revepues below are “order of magnitude’. They are:

RICO Suits:  There 8re 4 such syjits that have !_Srousht a3ainst the company by the IPs. Althoughiit is
hoped that these suits will be dismissed, damages with interest could possibly run as
high &s $100 million.

PSC Orders  Recently we have been hit hard by PSC Orders prohibiting us from recovering our costs
for the implementation of their Orders. This includes the implementation of Biocking
Option 5 end the 3sscciated Pgssword Protection (approximate cost $1 million), the
project (approximate cost estimate $750K), the Order 97.7 related

1]
Order 97.7 - Contribution '
This Order required us to eliminzte contribution from our rate to the IPs. We have filed
an Article 78 challenging the PSC's euthority here and hope to prevail. [f we don't,
however, our rate o the IP will grop to $0.18 per call, with the end user rate remaining
the same. §
|
Order 97.7 - Billing & Collection '
This Order required us to “ungundle” the rate elements associated with 976 into 3
components: call ongination & transport, call processing, and billing & collection. In
briefs filed subsedquent to our complisnce filing this past August, the IPs have argued
that we intentionglly failed to|comply with the Order by not making a billing &
collection an opticn that they cduld do themselves. This issue is still being argued with
the Commission. ifithey prevail, implementation of such an offering has been estimated
at $1 million to implement and will significantly increase our exposure with respect to
deliverables for iPs. It will also increase the demands on customer suppart
personnel. :
1
RNOA The “Ring-No “issue was raised during the 93C-0451 proceeding end relates to
a difference of timing at end ox‘lf ce switches versus the Ericsson for messurement of
completed calls. IPs had battled our desire to migrate to sutomated/AMA vendor
payments then ergired their entitiement to payment for all "RNOA's” because for atime,
the end offices wete billing custbmers for calls that lasted less than 2 seconds while the
Ericsson timing was setto @ secdnds. A detsiled analysis and call behavior stucly were
undertaken. It was leamed tho; calfers to 976 progrems typically remain on the line

poge 7 of 85
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longer than @ seconds, even thdugh casual dialing pattems may be far less. In fact only
01% of 976 cellers during the s;rudy period hung up in less than 2 seconds following
connect with the 976 numbey they haed dialed. The IPs have requested that the
Commission order us to pay them for all RNOA's during the period in question, plus
interest [approximate cost: $1 rpillion], possibly more depending on interest rate and
simple or compoynded interest celculation). The matter is curently residing with the
Consumer Services Division. |

8.27.97 Flling The cost studly asspcisted wzthrthc compliance filing of last summer has been heavily
challenged by the [Ps. They requested that the commission order us to drop our
rate to them to $007 per call [Jcrsus the 50.20 today). Our state regulatory team has
advised that this matter may soon evolve into & full blown rate case.

LNP Local Number Portability whichiis provided for in the new Ericsson switch will enable
the 1Ps to migrate their prograns to CLEC's. This was part of what was requested by
them during the 93C-0451 proceeding. We could spend the money for the switch and
lose the programs it was purchésed to manage.

Legal Support Currently there are 2 extemnal lavy firms providing support to Bell Atlantic. This type and
the extent of supppn ere costly to Bell Atlantic, resulting in eroded/eliminated financial
benefit to the corﬁoration for fgcilitating these 'services.

Sourcing Factors }
1
The Ericsson platform provides a functionality Unique in the country; that of broadcast technology. It
ts also the only Ericsson switch remmaining ot Béll Atlantic/North, Cther vendors have been informally
approached and have indicated less than lack-Juster interest in such an undertaking, because there are
no other customers for such an affering. It wcbuld require them to develop software which doesn't
exist for them today, and require Fhem to passithose costs directly on to us, making their end pncmg
simultaneously non-competitive, and very cxpgnsm

It's expected that continued support of the wtch and associated upgrades over time will continue
to drive the cost of maintaining the switch beyond the value of the services it is facilitating.

PiMicged {nd Conficanzal, Pregared i Contermplation of Ugstion
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OBJECTIVES/ALTERNATIVES
w  Purchase & install a replacement switch for the existing Erlcsson In place today.
Issues/Risks:

m  The latest version of the switch hardwarje and software facilitates local number portability. \We
could spend the estimated $11 millign on the new switch and lose some or most of our
customers to local exchange cermiers. ! -

i
x  The demand for the serviges is continulng to decline. A replacement switch will not result in
increased demand for the product line.
. }

challenged the costs and jstructure of our rates. State Regulatory has advised that this could
evoive into a full-blown fate case praceeding before the Commission, The rates they &re
challenging &re based o] 3 rate elements: call origination & transport, cell processing, and
billing & collection. These rates also reflect no contribution, as required by the Order. Our
Article 78 proceeding hasinot yet bcenTresolved, SO wWe may or may not prevail in the retertion
of margin in the rate, further diminishin? the value of the product to us.

x The IPs have challenged o rate filing Efociated with PSC Opinion & Order 97.7. They have

®  |ncentive regulation may prevent us from recovering the cost of the new investment from
subscribers. Currently, the rates charged and revenues/iosses derived per call are:

product: 076 ©IINS (540 & 970)° GBS (550)
1
penesll ini:ia!i mn each add initial min each add’l
min min
our cost $).18 .14 $0.12 $0.14 $0.12
our I rate $H.90 $0.96 50.07 $0.90 $0.05
end user rate $9.40 S5p-" sse $0.30 $0.11
IP rete vs cost $9.02 $0.19 . $0.05 $0.06 .$0.07 ]|
&g call dur 57|sec $40: 2 min, 970: 10 min 7 min
+ ouriP rate for these calls includes & 19‘5’0 surcharge for the difference between their per-
call revenue and our inifial & edditiona| minute charges.
=+ SSPis Subscriber Setected Pricing. Thij product provides for the 1P to set their own per-
minute rate. i

u  QOur newly incumred investment will reis}z the above noted costs by approximately 10%.

Privileged 1nd Confisartial rr“und In Contemptation of Litgeton ros
pegc 9o
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x  The PSC proceeding tied to the repleceément of the Audichron Switch to the Ericsson rcsulted
in findings by the administrative lawi judge of willful misconduct and gross negligence.
Undertaking the replacement of this switch could easily result in a replay of history. These legal
proceedings are not only|costly, b{%.ult in bad press soout Bell Atlantic in the country’s
leading newspapers incluging The Nevy York Times and the Wall Street Joumal, as well as tocal
newspapers such as The Daily News and New York Post.

a1 This path creates no new Pusmcss opg»ortumty for Bell Atlantic, increases its costs, and does
not reduce litigation expaosure.

= Replace the Ericsson with a honed dowr) version, just for 976, and migrate 540, 970, & 550
services to a S5ESS or DMS10Q0 _ .

[ssues/Risks:

x This will cost us more thanjan entirely ' Ericsson for all the products since existing switches
through which lINS & GBS services d be handled would need to have capacity increasas.

The current estimate is: $1R.8 miltion. |
]

i
u  The issues that we'd have Wwith entirely '{cplecing the Ericsson for 8l the services apply here as
well. j

i
|

R Exit 976 and migrate 540, 70 & 550 ta a 5ESS or DMS100

lssues/Risks:

m  The PSC would have to b:]ry in on this. As the 976 1Ps are particularly vocal with the PSC, they
may be resistant to going dlong with & “partial amputation” of the product line, The IPs will still
have access to them because of their ather locally offered services (IINS & GBS).

= There is no existing direct replacemnt§ for the revenue associated with the product line.
»  Qur opportunities to reduce costs (cus:tomer service, product line management, 1.S., legal, &
regulatory) is minimized Gy exiting only one of the products due to the nature of the services.

= Out Source the switch - possibly to the IPs themselves.

s LaborRelations issues would be signlﬁcibnt, and in light of the other issues, this would probably
not be & worthwhile undertaking. |

tridieged 4nd Conficentel. Prepancd in Contemplation of Udgrdon
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m Withdraw the product line frrom the mafket place’.
!
Issuzs/Risks:

x Intervention is likely,

n  The revenue stream will cesse to exist, with not ancther product line readily in place to backdill
the revenue lost.

3 Pac Tet withdrew their pay-pericall sevices &rd prevelied in court.

Priviiesed ind Confidential. Prepered in Comtemplation of Liigatdon
Impact & Altematives Analysis l pege 11 0f %S
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THE PRODUCTS ,'
Mass Announcement Service (MAS/976) is & blroadcast service whereby customners call a local number
beginning with the exchange 976 to hear a 57 saéond messagde. Once the message is played, the caller is
automatically disconnected. The chlleris cha a flat rate of $0.40 for each call. Program content is the
responsibility of the information provider and runjs the gamut, including, but not limited to: weather, tlmé,
lottery results, and sports scores.

I
Of all of the products and services tled to the Infofone brand name, 976 generates the greatest amount of
revenue, and as such is the comerstone product for the Infofone Services product line. '

MAS is deployed on the Ericsson syvitch in Brooklyn, which has the unique ability for broadcest messaging,
976 calls are routed through the Eridsson, regardiess of origination, then forwarded to the 56 Steet switch
in Manhattan (acting &s & tandem tolthe Ericsson), then routed according to the appropriste service buresu
where the recorded announcemerit resides. Trfse trensfers are transparent to the caller who hears the
message on the number they called|alimost instan.‘encousry. MAS is distinguished by its ability to complete
thousands of calls per prosrm simyitanecusty oTer 3 voice grade circuits,

rocessing, bllling & collection services, out of the 900 Tariff, as one
sees charges for calls made to 976 &s one lump charge, stating the
on of ther bill.

MAS IPs purchase vansport, call
bundled rate element. The end
number of calls made, in the local

The revenue from each call is shared equslly by Bell Atlantic and the IP. These revenues are besed on call
count volumes recorded by each end office, ancf CABS reports for the interexchange camrer component.

Infofone Services are unique o the Bell Atlantid line of product offerings. They depend on motivated,
creative external information providers to establish programs which creste strong end recuning interestinthe
public, so that they will call, and cai] often. Of the 8.6 millicn potential subscribers o MAS within the New
York Metropolitan LATA, approximately 400,000 Call 976 programs.

Infofone competes with the inter-gxchange canjer 900 number services. Competition from & myried of
sources is becoming more prevalent. There is al$o fierce competition among Information providers. This
drives higher advertising expenditutes for the IPS 8s they must advertise more often and more effectively to
maintzin their call volume levels. ¢ are cwrcr?tly 95 MAS [PS and 58 active programs.

interactive Information Network Service (lINS/B40 & 970) callers can use the buttons on their touch-tone
phones to respond to selections offered by the various programs, e.3., signs of the zodiac for horoscopes,
or different cities for weather repojts. The caller can also reach & live person, if the IP provides one, for
services like medical edvice, home|repair tips, arid more.

These numbers begin with 540 and] 970 exchanges. The 970 numbers are reserved for adult programming
and are available in the New York Metopolitan LATA only. Calls can nun for any length of time. The IP sets
the price for the service. Callers injthe area whcrz the program is provided can reach it by dialing seven
digits.

1

Priviened €na Conficentisl. Prepared In Comemplaton of Udgaton
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IINS is en intra LATA service offering; no inter LATA traffic can be cartied. Since the IPS often want their
programs to be svailable to all consumers in She tri-state ares, this limitation provides national 900
number carriers with a significant pdvantage. |

1
Calls and revenue from IINS programs have | Ilszd off. Negative publicity discouraged people from
calling 900 numbers and, unfortunately lINS programs. 1INS is in the mature stage of its product life
cycle. There are cumently 155 IINS IPS and 1159 active programs.

Group Bridging Service (GBS/550) is like a gco'nference call, in that a number of callers within s
geographic area can talk to each other at the sgme time. Common Group Bridging Service programs
include date and teen lines. A live monitor must check each Group Bridging program periodicslly to
ensure the service is being used property.

Numbers begin with the 550 exchange. Calls can run for eny length of time. Charges vary depending
on the length of the call. Callers|in the area where the program is provided can reach it by d:almg
seven digits.

There are currently @ GBS IPS and [7 active programs.

Most of the InfoFone Services IPS offer more WFL one of the different types of services to their end users.
That is to say, most of the 976 IPS also provide HINS programming, end many of the IINS IPS &lso provide
group bridging programs.

Circuit 9 is & product which has beén "grand fctheircd‘. It currently hes 2 remaining customers. The forecast
for this product for 1998 is $94,000 '

Privilcg <G and Confidental. .h'tpuﬂ In Contrmpladon of Utgedon
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PRICING

The oversll MAS pricing stratedy is to maifjtain the current retail and wholesale prices. The
aforementioned PSC Order, and he outcome of the Articie 78, however, may effect this. Incentive
regulation would constrain our ajility to raise rates to recover the new investment Costs.

In 1994, the retail price for 976 calls was raised from $0.36 to $0.40 from non-coin phones, $0.25 to
$0.40 from coln phones. We reinfprce with tmlipublic through our advertising that 976 services are flat
rete. 976 programs are still the lowest priced of any pay-per-call service. When one calls, there are
programs on subjects of national jnterest as weil s New York specific information. '

Prior to 1994, the company retained $0.24 of the $0.36 charged fer 8 non-coin 976 call, and $0.13 of
the $0.95 charged for each coin 976 call. Each 976 call made today from a coin or non-coin phore
results in $0.20 of revenue for Bell Atlantic and $0.20 for the IP. Here is & comparison of € of Bell
Atlantic’s pay-per-call products viersus industry 900 number services:

Wholesale Compqﬁﬁ-ve Pricing Comperisons
976 | 540 MCl - 900 ATAT - 900
Establish Service §787 $195 $9000 $2200
Recumng Charge £85.80 ? $21.38 $150 $500/initiet
o $125/ongoing
Pes Minute £0.90 ' $0.26/1st min $0.29 $0.39

. $0.07/edd 't min

Billing & Collection inqluded 112% end ser 10% end user 10% end user
: revernue rovenue reverue

Pricing is the primary edge that[lINS has over the competition. The demand curve for (INS is
downward sloping. If price is loyvered, wotal tevenue would decrease. Demand is inelastic. Many
factors effect elasticity: 1) availatility of a subititute, 2) the importence of an item in the Customer’s
budget, 3) the urgency of the customer's need and its relation to other needs.

In eddressing price, it is importent to recosnich that there are 3 IINS pricing elements to be managed.
The first is the initial charge for esch line. The second is the monthly charge for transport, billing &
collection. The third element is the price for usage.

For transport, and full billing & collection, Bell Atlantic charges $0.26 for the first minute of each call,
$0.07 for each additionel minute,land 12% of the difference tetween what Beil Atlantic charges the
1P and what the IP charges the end biser. IPS canithoose any price to charge callers (the retail segment).

.

Does not inciude the cost of 6dcoss hags

Privieged dnd Confidental. Preered in Comtemplation of Lidastion
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If an IP wants to charge callers $1 dminute, 8 3 nhinute call would cost the caller $3. Bell Atlantic would
charge the IP $0.71, calculated asi{follows:
1. $3.00-(90.26+$0.07+%0.07) F $2.60

2. $2.60x12% = $0.31 ]
3. $0.31 + 50.26 + $0.07 + $0.07 = $0.71

The pricing for Group Bridging Sepvice is morejstraightforward. A 3 minute call would cost the caller
$0.52. This calf would result in a charge to thq 1P of $0.30, calculated as follows:
$0.20 (1* min)+ $0.05 (2 min) + $0.05 (3 mjn) = $0.30

A st e 1. s i . = o nrin i

Privieaed and Confidental. frepared In Contemplation of Lidgedon
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Promotion

There ere no promotional activities plenned for Infofone Services In 1998, In 1997, the only
promotional activity was a highlighted directofy listing cempaign carried over from 1996. Promation
of MAS during over the pest several years has ncluded-

1. Promotion for the entire familyof 976 pregrams occurred in various formats. This Included @ articles
in the Extra brochure which is matled with the phone bill to our residence and business customers
every month, the free sampling platform, lthe 976 program guide, the White Pages, as well as
newspaper ads. The 976 Prodram Guide was also made available in the lobby of 1095 Avenue of
the Americas, and malled tp every (then NYNEX) employee, both management and non-

management at their work locations throughout the New York Metro LATA.
i

2. Durlng 1995 we produced and aired coog!xrative advertising campaign television commerclals
which were progrem-specific for subjects shown in market research to be of high interest to
consumers: weather and lotterdy. We also ained these same commerciels on the internal “NYNEX TV~
t0 get our own employees more familiar with 976,

3. We conducted e targeted mailing to established 976 users who call us, but infrequently. Their 976
usage pattems were tracked for 3 months. This mailing did not facilitate the behavier modification

hoped for; increased calls to P76 programé by 8 mejority of the targeted group.

Market research has shown that branding out product is very important, so throughout sll of our
promotional activities we sought to familiadze consumers and IPs alike with the Infofone prodiuct
name. Furthermore, neither users|nor non-users of MAS programs knew how to find the specific 976
telephone numbers they should gall to get theldesired information. Our 1.800.InfoFone number and
telemarketing was used to help |customers avercome these hurdles. There will be more on the
telemarketing team in the Placement section of this plen.

The objectives of these efforts was to inform wholesale customers that therz is opportunity for success
in New York for an entrepreneur With unique, itnovative offerings, and that NYNEX was the compeny
o pantner with. We wanted our retail customers to know how 1O get eccess to the easy, fast, accurate

information they needed right than.

With respect to 1INS, the medisimix planned for 1994 for the retail market was a combination of
television supported by print endidirect mail tafgeted appropristely. To establishintemal and extemnal
awareness of the product, we planned accelérated participation in the following events: local and
national rade shows, marketing gvents, statel fairs, internal awareness sessions, and staffed lobby
exhibitions. Due 1o lack of fundirls, these plars were not actualized.

Priviicged fnd Conficercal. Prapdred In Contempladon of Litgadon
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Placement

Infofone Services - New York, an
services which require subject me
In addition, this role demands con
customers, and, from time to time
a universe of importance to the H
Marketing which more typically ¢
preventing them from being posi
product line.

We established an 800 number (]

Mass Anncuncement Service in particuler are highly specislized

er expertise in the technofogy, marketplace, and our target market.
inual direct contact with our wholessle established and prospective
our retail customers as well. The MAS-specific characteristics have
broduct line.: For these reasons, MAS s not placed with Systems
als with large business customers and non-usage-criven products,
ioned to mepese the unique set of demands associated with this -

|
i
B00.442.TALK) for use by prospective IPs to make inquiries, This

number has beenincorporated Into all of our industry-focused litersture. When dialed, it forwards the
caller to the dedicated customer service center] managed by Artie Zanfini. The service represantatives
who recelve the calls qualify the callers. If it's a retail customer who has called, they are qualified
regarding the program categories ©f interest org information required and if necessary, are then sent &
976 Program Guide, or redirected as needed. i

For wholessle customers, the distribution channels for MAS ere our marketing support team (customer
service center/BMO) and Service Bureaus. Both Le! I MAS to Information Providers snd provide ongoing

suppont to them as they ended
difficulties.

r to devefop new applications or encounter service-related
1

Service Bureaus provide space, equipment, even program development to IPS. In the past, they
helped us to close sales with new/inexperienced iPs, as well as those located outside of metropolitan

New York. There have beennon

Retail placement rests with the tel

the 1.800.442 TALK number, and 1,h

of specific programs they are seeh
976 programs.

There is one central office (CO)
exchange is used for lINS prograr
while the 970 exchange, used for
LATA. Cells from amywhere withi

As with MAS, prospective (INS |
oraanizeation via the 1.800.442.TA
basic questions, mail out promoti
provided with individualized cour
on how to Qet started.

1Ps for thi? product line, hawever, for © yesrs.

*marketing tsém et the BMO who responds to retail customers using

e IPs themselves. This team assists callers in locating the'numbers
ing. The IPs ﬂfse various means for getting the word out about their
|

n each Newf York LATA that is equipped to offer IINS. The 540
ns of general interest, and is available throughout New York State,
NS “adult” programming is avallable only in the New York Metro
) the LATA ar?a handled by the serving CO for that LATA.

bs are served by the service representatives within Artie Zanfinl's
1K line, as whll as industry service bureaus. These groups enswer
bnal literaturé, then address the qualified leads. Prospective [Ps are
rseling onwﬁlat to consider before entering the market and specifics
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New York Telephone
ANYNEX Cempany
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February 12, 1996

D VER

Honorable Frank S. Rebinson T
Administrative Law Judge

New York State Public Service Commission
Three Empire State Plaza

Albeny, New York 12223-1350

Desr Judge Robinson: . -

Re: Cases 93-C-0451 and 91-C-1249: Direct Presentation of New York
Telephons Company

Pursuant to the Procedural Ruling Issued November 28, 1595, New York

Telephone Company (“NYT") herein submits its direct presentation. In its direct
preseatation, NYT addresses the following issues:

lssue 1. Call Counts: NYT submits evidence concsming the recent call count
lest, its results, end the conclusions to be drawn.

Issue 3. Number Portebility: Whether, assuming its technical feasibility, number
portability should be permitted for 976 numbers,

[ssue 4. Inter-company compensation: The arrangement that will apply in the
case of a competing local exchange carrier handling 2 97€ call.

[ssue 10. Number reservetion procedure.

Isaue 11. Procedures to be followed with respect to NYT's receipt of propr;etz.:y
information from 976 providers.

[sssue 12. Competition from NYNEX: NYT's plans and/or its intentions to offer

. services, either directly or through affiliates, that would tznd to compete agzinst

146450

976 providers.
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NYT will provide responsive presentations to those remaining issues not
addressed In our direct presentation. Additionally, our responsive presentations will
address matters raised by the other parties in thejr direct presentations.

Respectfully submitted,
Amy D. Kanengiser ‘
Attachment P
cc: Honorable John C. Crary (5 copies).
All parties -
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The PSC took a leadership role in the number portability process when it
directed a trial of service provider number portability in September, 1995." The trial
is underway to examine the interconnection and operational issues associated with a
database type of solution for service provider number portability. Recently, the
Commission endorsed Location Routing Number as a long term solution for service
provider number portability."*

The long term solution for number portability will require all local
exchange service providers to deploy the necessary software modifications and
common channel signaling in each of their respective central office switches.
Interexchange carriers will also have to modify their switches and signaling in a
similar fashion. The deployment of a number portability database and the associated
operations support systems also need to be developed and implemented. Once all
these modifications and network upgrades are deployed, long term number portability
should become an operationgl.-reaﬁg .

At_-'this juncture, NYT believes that the implementation of a long term

number portability solution should enable 976 1Ps to be served by other local

exchange service providers However, the ability of 976 IPs to be served by more

P See Case 94-C-0095, Order Authorizing Trials of Service Provider Number
Portability in Manhattan and Rochester (Issued September 25, 1995). This trial will
not involve actual customers.

H See 94-C-0095, January 4, 1996 Memorandum to the Commission from the
Communications Division, Approved and So Ordered (Issued January 23, 1996).

14265 6




than one local exchaxllge carrier raises a host of market and public policy issucs which,
at this stage, NYT can only partially anticipate. For cxample, in New York State, 976
service is defined by NYT’s tariff as a fixed length, fixed charged service. It has -
existed as a broadcast service for over twenty years. When 976 IPs can be served by

competing local exchange carriers, will these other local exchange service providers

maintain 976 as a broadcast service? Will their rates be comparabjg:or different than
NYT’s tariffed charges?. Will all 976 calls continug to He fixed leneth with fixed
charges? Perhaps most critically, each new local e;(change carrier that would be a
candidate for 976 number portability would have to install a switch comparable to or
at least compatible with the existing IMAS tf.chnology. To date, there is nc
indication of such commitments.

If uniformity or at least compatibility among all local exchange
carriers offering 976 service is not required, customer confusion is sure to follow, and
the integrity of 976 service as a low price, broadcast service could be lost. Moreover,
976 providers are just one set of customers to be considered in the development and
deployﬁent of a long term number portability solution. Accordingly, number
portability for 976 service should be considered only in connection with the full
deployment of long term number portability for all local exchange service providers.
Addressing the issue in this procecding- at this time, with only NYT and not the other

local exchange service providers, is unlikely to produce a coherent result that can be

implemented.

14265 7




ISSUL 4:

Intercompany Compensation

The parties were asked to address the arrangement that will apply in
the case of a competitive local exchange carrier (“CLEC”) handling a 976 call. That
arrangement exists today. Since June 30, 1994, NYT has had in place an
intercompany compensation arrangement to compensate a CLEC which delivers 976
calls to the NYT network.

Initially, intercompany compensation for 976 calls was the subject of
interim agreements between NYT and each of three CLECs." Each of the three
CLECs operating in the metroLATA approached NYT and requested interconnection
agreements for the excnange of local and intraLATA toll traffic. These requests
resulted in negotiations between NYT and the CLEC.. The intercompany
compensation negotiations included compensation for 976 calls. These interim
agreements were superseded by the Commission Order wherein NYT was directed to
file a tariff for these arrangements. NYT filed its PSC Tariff No. 914 effective

October 20, 1995.'¢

' These three CLECs -- Teleport Communications Group, Metropolitan Fiber
Systems, and Cablevision Lightpath -- are the only three CLECs operating in the
metroLATA today.

16 S . ' .
The rates effective in this tariff arc temporary pursuant to Commission Order. Sce

Case 94-C-0095, Order Instituting Framework for Directory Listings, Carrier
Interconnection and Intercarrier Compensation (Issued September 27, 1995).

14265 8




The intercompany compensation rate for the termination of intraLATA
local exchange traffic is tariffed at approximately $0.01 per minute of terminating
access.'” The originating carrier bills its customer for the call at its established rate
and pays the terminating carrier a local exchange access rate of approximately $0.01
per minute. This reciprocal compensation arrangement between local exchange
carriers is designed to compensate each carrier for the use of its facilities in the
process of terminating a competing local exchange carrier’c call.

However, the parties negotiated and the tariff contains a different
arrangement for 976 traffic originating on a CLEC’s network and terminating on
NYT’s network. NYT agreed to waive the terminating access charge of
approximately $0.01 per minute as negotiated for other types of calls and agreed that

it would pay the CLEC 50.02 for each 976 call. NYT agreed to this innovative

approach for the termination of 976 traffic as an incentive for local exchange carriers
to deliver 976 traffic to our network.

The 914 tariff reads in pertinent part:18

When the CLEC delivers calls to telephone numbers

with the NX . designation of 976 or 394, the CLEC

shall bill and collect the applicable rate set forth in the
P.S.C. No. 900 tariff from its end users, retaining $0.02

' The tariffed day rate is $.0098 per access minute. The tariffed evening rate is
$.0073 and the night rate $.0029. One CLEC operates under an alternative
compensation arrangement that is a flat monthly charge, which is also provided under
the 914 Tariff.

'* See 914 Tariff, 1st Revised Page 37.




per call and remitting the remainder to the Telephone

Company, unless the CLEC obtains tariff approval from

the NYPSC specifically permitting the CLEC to charge

its end users a rate different than the rate set forth in the

P.S.C. No. 900 Tariff for these services.
The applicable rate in the NYT’s 900 tariff for each 976 call is $0.40. Under the 914
tariff, each CLEC is to remit to NYT $0.38 for each 976 call it delivers to NYT. Out
of this $0.38, the respective IP is to receive $0.20 per call.

In addition to the tariffed $0.02 per call for delivering 976 calls to
NYT’s network, each CLEC will receive an additional $0.0115 per billing record
provided to NYT. When combined with the waiver by NYT of the terminating access
charge of approximately $0.01 per minute, a CLEC recognizes approximately $0.04

per 976 call terminated on NYT’s network.'?

ISSUE 10:
Number Reservation Procedure

From time to time, IPs request the reservation of a particular 976
number significantly in advance of the time they wish to initiate service. As with 976
and other telephone numbers, customers -- including IPs -- may request specific
numbers for their ease «{ dialing or their mnemonic value.

To satisfy requests for specific customer-requested telephone numbers,

NYT provides Gold Number Service which it offers pursuant to tariff. See

19 . C e oy . .
The CLEC only provides originating access and billing and collection to its
customers.

14265 10




Attachment 3. This tariff governs the availability, terims, conditions, and the rates for

this service. NYT proposes that this tariff afford the means by which 976 IPs reserve

976 numbers. Itis already the vehicle by which all IPs -- other than 976 IPs -- reserve
specific telephone numbers.

ISSUE 11:
Receipt of IP Proprietary Information

From the record of the November 20, 1995 conference, it is not
altogether clear what new or special concerns the IPs may have with respect to the
handling of what they may wish to define as their “proprietary information.” First,
NYT already is governed by the applicable CPNI rules and, to the extent they are
germaung, the Commission’s Privacy Principles. We know of no supportable
allegations where those strictures have been compromised with respect to any of the
IPs. Second, except for the CPNI NYT obtains through its provision of 976 service
(for example, individual IP program call count data), NYT does not want and will
refuse to accept any information which an IP claims to be proprietary. We have seen
no showing why our receipt of such information is necessary to our role in providing
tariffed services. Mo:cover, given the contentious history ui our relationship with
some of the IPs, we see no reason to create opportunities for more conflict.

ISSUE 12:
Compctition from NYNEX/NYT

Throughout this proceeding, the IPs have asked repeated questions

about NYNEX” intentions to enter other businesses that are directly competitive or at




least arguably cross elastic with IP provision of 976 messages. There is no need to
pursue these issues here. Any quick scan of the public media will reveal the
momentous changes going on in the telecommunications, entertainment, and
information services industries. Legislative reform and regulatory changes have
opened up immense new market opportunities. Consistent with all of our obligations
as a common carrier and in strict compliance with all applicable laws, rules, and
regulations, NYNEX intends to be a full participant in these opportunities.

Thus, without disclosing proprietary plans which may from time to
time be developed and changed, it is safe to assume that in one form or another
NYNEX will offer services that compete with the IP’s 976 messages. This may occur
directly or through various other types of offerings such as video information that
would be cross elastic with IP messages. NYNEX may choose to enter such
businesses directly, or through various equity interests, joint ventures, partnerships or
other alliances.

None of this, however, should have any bearing on this proceeding.
The circumstance where one entity is, at the same time, a supplier, customer, and
competitor to another is seen all across the telecommunications arena and laws, rules,
and regulations are already in place to ensure full and-fair-competitive opportunities.

In the area of information services, rules prescribe an open netwnrk
architecture (ONA) plan and provide accounting rules to avoid any opportunity for

cross-subsidy. Network disclosure rules prevent carricr affiliates trom having a

14265 12




headstart in accommodating carrier network changes and regulations governing
Customer Proprietary Network Information (CPNI) safeguard market data. In
addition, service levels on provisioning and maintenance are reported to ensure equal
treatment.

To the extent competition may be affected by the activities of NYT, all
service offerings are governed bﬁ\tariff and regulatory law and rules provide for full
public notice and comment opportunities. Under NYT's Performance Regulation
Plan (“PRP"), all NYT new services mﬁst satisfy a minimum price level that requires
NYT to impute certain tariff rates when the new ser\fice includes a bottleneck
€lemefit.” The PRP also provides that the Commission may suspend a new sérvice
tariff “if there is a reasonable potential for anticompetitive effect and a finding that
implementation of the new service as filed would result in significant financial or
irreparable harm to competitors.”u Accordingly, the Commission has adequate
safeguards alreadv_in place to prevent alleged anticompetitive actions by NYT.

Because of the plethora of FCC and PSC rules and the cost of
compliance and reporting, it may be fair to say that any further NYNEX and NYT
entries into competitive markets are disadvantaged, not favored. In any event, given

the attention this issue has received from regulators and the full panoply of existing

29 See PRP § IV(H)(4).

2! Sce PRP § IV(H)(6).
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and developing safeguards, no additional requirements are presented with respect to

976 IP offerings.
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