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This document is intended os ~ 001 for the ~usineSiSi Marketing organiution to ~l~te projected
revenues and costs Ct/'t-r 0 five r plo!lnning period ossoci~ted with the three pri~ services
provided by the New Yor'.< I Ericsson ~tch. These services llre fo.M.ss Announcement Service
(976), Interact~ Inform~~on Ne. service (IlNS) and Group Bridging Service (GBS). Costs include
estimates to provide 0 reploc ent for the ~isting switch to be Yeor 2000 complillnt.. MUltiple
configuretions 'vVefe considered. osts included ~re for planning purposes 0(1)' ond ore not intended

os docket quolity documentatio . I
Bell Atlantic provioo similor servi .esel~er¢ in the region. Eachjurisdiction has unique service, cost
end netvvorl< conside:r~tio:LS, H r, due to ~he urgencyof the Yellr 2000 issue: in NevvYork, Business
Mar,<eting NS focused its initilll ssessment ~ere. Other jurisdictions will be e~l~ted in futvre
analyses to determine t"'le overall viebility in e1ch jurisdiction

I
1

EstirTldted revenues, configuratio. sa:"ld ~ssoci~ed costs ore outlined below. Risks mustbe considered
regarding the viabilitY of the pr .uct, outsidelthe fully distributed service costs c!lssessment. Oueto
the unIque Nture of this service, e New Yor1< PSC has played 0 key role in the requirements pl~ed
upo~ Bell Atlantic. PSC o-ders nd titisotisnore highlighte:d 00 poges 7 end 8. From e flMnclol
perspective, the most significont of these issu s ~re the four RICO l~uits currently pending, .....n(re
d~ges with interest and legol~ could sibly be os high os $100M. %i1e: 0 decision to exit the
product vvould not e:limir'late th current ord$ or leg~l proceedings, it is reasonable to assume tNt
continuanc~of the: product wow require 8eil Atlantic to implement future PSC orders and the threat
of litigotion would cootinue to e ist. l

Despite the costs ossocicted Wi~ th~ provisiJing of anew switch, ond our inte~1 ocknow'ledgment
of financiel risks ossocieted wjth~e pr?duct,! Bell Atlantic must enticipate tNt the New York PSC is
likely to be unsympathe'"Jc to co t Issues ~nd tn~y advise Bell Atlantic to recover its costs else'Mlere.
In several recent orders, lkll Atla tic wos edvi}e:d to recover costs through the exosenovs cost stUdy
precess. It is critical that ~ dtcisi· to exit mu$ be occom~nledby aLegal/Regulatory str~tegywhich
is not service cost bos!d, Similarly, while: this qocument satisfies the internal requirement to assess th~

overall viebility of the product lin/, it is not suit~ble forwithst~ndingon o:tensr~ evaluation by the PSC
for cost studY purposes. I :

Background I I
The Ye~r 2000 is rapidly approaJhing. It has ~r~dy hod 0 significont impact on~ indUStry in the
\oVCXld. espeCielly eveJY comput~- besed 0'- ~eloted tron~ctionsystem. The lMAS Ericsson switch in
Brooklyn will be no exception. I is S\Nitch tios not been upgraded for severlll years. Bellcore has
verified that the existing rele8se and two su~s~quent.releases cannot ~ndle.the nev:' millennium.
leeving no dou'::>t that ttl(: E:iCSSr ond the se~(ces INhlch depend upon It ~re In 9re~t Jeooordy.

'rM~ct1dl'~n~ Ccnt\..~I.~ Pl~'cd In Con~ylioo of l.J'J1. tIon
1m;)...'\(: Co .....~l~.:r~tf\/'C<; ".~I·~IS p¢9c 2 of 25
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Efforts have beetl undertok~ to luat'e the va~OUi solutions to this problem. Ericsson NSverified~t
they will not be oble to upgrodc existing ~tch to ·m~ke it current·, end thot the only eltemetiY'e
\.VOUld be to repl~e the switch. is document discusses each of the potentiel solution scenarios ond
projected costs and also provide ~ckgroundiinfotTT1ation regarding~ product, pricing, plocerrterrt
and Pf~ious promotion. The sc ~rios include:

I

a. Replacing the sv-Atch ~nd igreting ell ~f the existing InfoFone sUvices onto It.
b. Replacing the SVJitch \Nith smeller vet1lon of the Ericsson for 976 only, end migrating the

balance of the InfoForn: s rvices to e Dfv'\S100 or 5ESS. .
c. Withd~1 of 976 as ~ p oduct offerihs and migroting the b.!llance of the services to a

DMS100 of SESS. t
d. Outsourcing the switch, 'ch """ut en~i1 extensive labor relations issues ~nd is not

considered a viable soluti).· .

Reve:nue end Costs 1

I
Revenues end estirreted costs of he optlons ~bove lire as follows:

i
i

Option

I
b. Replacement with srMller !

Ericsson for 976 a d mIgration ~f
other services to NoS or 5ESS l

c. WithdrB'NB1 of 97 service ond I
migration of~ services to j
OMS or SESS

$62.6/v\ $66.Q}.,-\

S62.6M 561.6M

$41.3M S32.8M

t
I

All solutionsh~ esscx:ieted risks Indeed, the ~o.'1tinuence of this product line its~lf is accompanied
by existing exposurtS Md litisati n which ere ~t oq::::lected to ab&e, and m~ in feet, incr~s~ es we
move forward. Th~ ClIlTtnt state f the produh includes: .

1. lmplemen~tioo in 1998 0 PSC Orders iproviding for:
a. Nevv blocking option nd associot~d~sS'WOrdprotection
b. IlNS ond GeS detailed billing i

2. Potentiol reQUirement to iminate con~iblition tor 976
3. Potential requirement to 0 IaN IPs to ~idebilling end colleetion themse~
4. Potential requirement to d op ourretes dtl!minat~ contributioo), in associatioo with compli~t1Ce:

filing of 1997 j

SourCt:, ~Ct: (OSt ~S::mIl[t:S C~~ do not nclude elf. C1'-'ef to II new svvitch or costs to exit.

~~ nd Coll1'~ ~r~rcd k'I ContemP~n 0' ~.t1on
Im~t t. Alterr~tlves A:~tysIS .

.._------_..._--------------
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Rec:ommcndstion

, I

S. Ring No N1Swer litigation ing j .
6. RICO IlWw'Suits pending 'Nl d~m~ses, i'lterest end legol fees ...."nich could be os high~ $1 COM.

I
i,

This is e declining rMrket with int nse compet~ion from intae:xchenge comers, end soon competing
loesl exchange carrIers. Although e forecestdd revenue and costs are os depicted llOOve, the oeMl
risks to~ corporotion for contin ing the prod' ct line rNY for exceed any pot01tiol benefit. Risks ll're
discussed in ddoil throughO'Jt thi document porticularly in the section identified as Risk F~tors.

Based upon the projected cos I risks, end i~bility to increose prices, the Business NlarUting
recommendation is to exit the P oduct Ii~. It is further recommended tMt leg~1 cnd Regulatory
develop e plan to facilitate the wi hdrawal of 976, llNS ond GBS services in Ne-w York.

, ' P1'Mlcg...o.r 'ootldcnd~, ~~ l:l c:.~1ltIoo Of ~Idon

Im~t t. Ntc~rvt:S Nl~IYllS . pege 4 of 25
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I
I

The InfoFon~~ Services -N~Yo product line services both e .......nole~le ~nd ~ retsil market. On the
......-holes~le level, Bell Atlentic sells &"1Sport, billl~9 Mdcollection services to Inform~tion Prc:1v1ders 'w11o
provide: passive end jnter~etive p ogrems on vbrlous subjects, includins, but not limited to: we.other,
lottery results, sp:>rts scores, \Nha 's heppenin~, on Wall Street, end Horosco~s. On the retoillevel,
these programs ore called by resi ence ond brsiness customers.

I

Compctitive, R~ulatory& Cus er Use F1ctors

CBII volumes h.3vc dropped signi ~ntly in recent years olthough the product line rerMlns profitable.
Of the 8.6 million potential subs ibets in the ~evv York Metro LATA, only 400,000 currently cell 976
progroms, the product line's m t inexpensive information service. The decline in revenue Is
attributable to B numberof foet Including competition from inter-exchange corrler900 WYices, our
own selective blocking service, en ahost of I~s expensive (or free) l!l!temBtive sources of Inform~tioo,
such as: ~bl~ television, redio, papers, fllO'N pages, oil'i~ services, ~nd the Internet

In 1997, the PSC issued Opini n and Ord~r 97.7 which included 0 requirement to elimi~te

contribution from the. rate charge to IPs for g-/p seNice end unbundle the ossociated cost elements.
We subsequently filed en Micle achOllenginr.this comp:>nent of the Order. The m~tte:r h~s not yet
~en resolved. Should the cou find in (OVO'I of the: PSC, the $0.02 per cell we rlO'N retain as profit
over our cost per ~II for this pr uet will~ Ibst.,

1

The marketplace is experiencing proliferaticxj of eltemat~sources of information. These sources
range from print media (such ~s nevvspeper~ end magazines) wgeting highly specific end niche
morkets to online. servi:::~ tNt cat to the not-sb-tr~ditional home mar1<et. TrIose thet brid~ theho~
and business morktts ere finding mendous ~ucce::ss. These include services such os Compu~,
t\merica OnliM, end Prodigy, as II as Intemet~ervice providers. Customers are demonstr~Jng 0 keen
interest in fast unlimited inforrnati within easy reach.

I

As one might expect, rCltnues nd c~1I vol~mes have plummeted dO'M"lword. One of the key
obs~clesto incrusing usage and evenues is SE1leeti~ blocking service, which currentlyMs 2.4 million
subscribers in Ne:w York ;

I

Overall, the proliferMion of ways and me~n> for accessing informatioo, Md the social trend to'NBrd
instant gratificotion, combined '1ith stringent requirements pieced 00 us by the PSC in structurin.s
blocking option~ , r05Ve pushed IrfOFone~ Seryice:s products out of the lives of our cust()(l"ler5. This
trend LS u;lrelentlng. :

PrMl~ Jnd Cooli~...4J. pr-ep.lred.., Cont~t.~ of I.ftl.g.tlon

Im~:::: ~ Al(e~tives A.~Iys:S I · pose 50f25
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Mlgr8tfonJAtt~ma~Products

i
There are; no alternative offerings Bell Atl~n~c to migr~te: these existing customeri to. T~ Is no
migr~tion path internally for the in ormation Prt?sroms, 8nd ~s many of the e:xisting IINS &GBS IPs~
900 type Pfosrems \o\IIth AT&T ted , it's expected th&~wilt continue: to migrate: their 0\-'iTl offerires
to that platform, (NV~ from Bell tfantic. AT~T offers nationwide occess to their progr~ms, for riot
much more tNn the IPs are: ~yin us today fe;- New York-only access.

Strategic, Tochnologlcal, & Ec nomic Factt.. . .

• The 1.YAS S'Nitch which is the s\o\IItch dedi[ted for processing InfoFone Services calls is not Y~ar
2000 compli~nt. The purc e of B replo ement switch, along v.-ith asso:loted costs v.-ill cost
~pproxim~tely $11 million.' .

• Demand for the product line 5 decreasing 20% - 25% year over year, end has been since 1993.
I
I

• Legal end Regulatory issues in .fuding litlgotibn rnve diminished the derived morgin for the product
line. I

I
• Corrtletions tlre mode by the blic~ Bell Atlantic pay-per-coll and 900 services. This~

resulted in mis-perceptions e the pr<1ucts tlnd pricing, particul~rlywith respect to 976.

• Brocl<ing2 Option 4 lumps 97 (Bell AtlantiJ-New York's most affordable pay-per<~11 product) in
'Nith pricey ~y·per-coll s ices. This Option currently holds the mojority of subscriberS to
selective blocking service in ewYoo: 1.9~ million. Blocking Option 5(lMlich blocks everything
in LATA 132 but 976) was cr ted ond epproved by the PSC in J~nuBry of this year. The IPs Nile
fought long ~nd hard for SO relief v.tith ~pe:ct toblocking and hove blemed Bell Atlantic fo( riot
providing custom~ with abl king opti00 thot~bl~d them to access 976.....mile blocking other

. more expensi....-e ~,per<all . es, ~~S tNt if such en option existed, their business woUtd
not have d!c1ined at the rate' NS. Option 5, 'I'vhose cre&ion was ordered by the commissiOfi"es
a counter to our request to l'l1odify Optiob 4 to eliminate: 976 from irs group, currently has 351
subscribers. Since it's inceptipn, consume/'s h~e continued to express 0 pref~rencc: for -blanker
blocking, Option 4, with it's s~bscribers gr<?'Mng by 3114 during the time of ~i1~bi!ityof the rtCN

Option 5, disproving the IP 0fument. [

• Consumers ~re increasingly dfirins to k~p on top of what's hOppening in -r~1 time-, end are
.becomlng more eccustomed to accessinsld~~ ~Ieetronically, particularly vl~ online services er:\d
the Internet. I

I
I
i
;

~ Blocking is ~ suvicc: offered by f:1I Ar"'n{iC v.ttich~Ies customcs to prevent ",lis from being rMde from
t~l( phones to f"\IJfTl~rsbeSiOO

I
ins with $peclfic ~(e4 cocks 01 exchonscs. iN:te ore 5 CO'1foSVedons tor

block-ins service. ;
;

. ~tMk1cd tnd CO(\II&mU1. p..u,.~ In Cont(fl\~on ot ~ttlon
Imp-..'Ct & Ntun,.,:I~~ I-MlySl~ ;

,
DeS'= 6 of 25
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• Consumers have demon~tr~t~their willinsness to pay for online infonnotion, end more frequently
now hove reedy access to the Internee from their des:.:tops at IIJO('..:, further reducing their n~~d for
the pay-per-<:oll services off d bytel~p~one.

its tnat have ~rOUSht ogoinst the company by the IPs. Although it is
~ts will be iismiS$ed,da~ 'Nith interest could possibly run es

I

"en hit herd~ PSC Orders prohibitins us from recovering our costs
tion of their rders. This includes the implemernotion of BlocXing
sso::iated P ssword Protection (c!lpproximatt cost $1 million), tl)e
project (~p~roxirrntc cost estim~te S750k), the Order 97.7 related

,
i
i

us to elimiJre contribution from our rate to the IPs. We have filed
sing the P~C'S euthority here end hope to pr~jl. If we don't,
the IP 'NIH drop to $0.18 per cell, vvith~ erid user rote runoining

i,

AnC:OlAir?r· issue wBi raised during the 93(-0451 proceeding and relates to
Ing at end o~ce switc~ versus the Ericsson tor~ent pf

completed calls. IPs had ~Ied our desire to migrate to outomotedl,AMA vendor
poyments then erg d their enti~lement to ~a1t for all ~RNOA'f becouse for atime,
the end offices 'Nt billing custpme:rs for cells thO! lested less thon 2 seconds \Nhile \:he
Ericsson timlng.......-a set to 2 sec~s. A de:toile:d oNlysis and call beNvior studywae
undelUken. It wo teamed tN~ coll~rs to 976 progrcms typically remain on the line:

RNOA

PSC Orders Recentryv.te NYe
for the implemen
Option 5 end the
llNS &GSS~
to 976.

RIsk factors
I
I

There ore severel existing Issues r leted to the product line 'N!lich m~ continue to NYC a slgnlficent
dr~in O('l internal resources. The pense/reve~ues below are 'order of magnitude:'. 1lIqere:

!

RICO Suits: There ere 4such
hoped that these
high 8S $100 mi/li

Order 97.7· Billing & Collection .
This Order re:quir us to .unindle- the rate elements associeted wittl 976 into 3
components: c~1I . 'gination & r~nsport, call processing, end billinS & collection. .In
briefs filed subse uent to our :ompliMce filing this ~t August, the IPs hove I!Srgued
thet ~ intenti Uy t~i1ed to Icomply 'Nith the OrcXr by not making e billing:&
collection on opti ~t the:)' cEd do themselves. This iss~ is still being Brgued 'W#l
the Commission. I theyp~i1, mplementotion of such en offering h~s beerl estimeted
at S1 million to im lement and '\I significently increase our ,=xp05ure with respect to
de:liver~bles for IPs. It wi I elso increase the demands on customer support
person~1. ;

Order 97.7 - Contribution
This Order recluire
on Article 78 chall
however, QlJr rate
the sl!lme.

~~ nd Contldcntloll. ~~ In Coo<.cmo~tSon 01 Udl~

Im~t l. ",lt~~IV~.s Ao-.:!y'.iIS I DOS1= 7 of 25
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lonser tNn 2 seeo ds, even thdugh cesual dialing patterns may be f~r Jess. In (oct OOly
.01 % of 976 celie: during the ~dY period hung up in less tNn 2 seconds followins
connect with the 976 num~they had dialed. The IPs Nve requested that the
Commission ord~ us to~ th m for all RNOA's during the: period in questioo, plus
interest [opproxim te cost: $1 illionJ, possibly more d~pendingon interest rote ond
simple or com nded interes cek:ulotion), The rrntte:r is currently residins with the
Consum~r Sttvic Division. I

I
8.27.97 Filins The cost study ass ieted 'vYithrthe complionce filing of Jest summ~r MS txe:n rn:~ly

chellenged by the Ps. They haJ.e requested that the commission order us to drop our
rate to them to so 7 per cal.~1[J;rsus the 50.20 tod~]. Our stBte regulatory teom !"los
sdVised thot thIs tterm~ n evolve into a full blown r~e cese.

. .

lNP LocaINumber Po bility which is provide:d for in the nevv Ericsson switch will eNble
the IPs to migrate ejr pjosr~~' to CLEC's. This wes part of~tw~s requested by
them during the 9 -0451 proc eding. We could sp~nd~money for the swltch Md
lose the progrnms it was pure ed to tmNge:.

Lesal SupJ:Oct Currentlyttlere are extemallov(firmsprovidingsupporttoBeliAtlantic.This type end
the: extent of sup rt ere costly to Sell Atl~ntic, r~ulting in eroded!elimi~ted fi~nci~1 "-
benefit to the cor oration for fr:ilitating these 'services.

I
Sourclns Factors i

1

The Ericsson platform provides a ionality ~niq~ in th~ countJy; that of broadcast technology, It
is also the only Ericsson switch r inins et B~lI AtionticINorth. Other vendors tvJve been informolly
app~ched and hove indi~ted I than lack-luster interest in such ~n undertekinS, because there are
no o..i1e:r customers for such an 1 ing, It w~ld require them to d~lop softv.rclre Vv'hich doesn't
exist for them tod~y, and require em to pos~ those costs directly on to us, ma~ns their end pricing
simulteneously non-eompetitive, nd very ~nsive. .

I
!

It's expected tt~t continued sup rt of the ~tch ~nd associated upgrades over time will continue
to drive the cost of maintaining s'vVitch~nd the value of the ~rvices it is focilitat1ns.

'tMlC9cO nd Con~.... l. rrc~~ ir. C()(\tt,..p.~ or Utl~llon
ImP<'ct l. AI[C:~lves Af\8lysi~ pose Bof 25
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OBJECTIVES/ALTERNATIVES

• Purchase & install e rQ:plec ment swl~h for the existing Erkuon In place today.

Issues/Risks:

G8S(5SO)

in~rm\n e~h4dd'l

min

SO,14 SO.i2

$0.20 SO.05

SO.30 SO.11

SO.06 • $0.07

SSP

50,07

$0.12

• $0.05

C8chedd'i
min

; IINS (540 &970)·

!

$0.12s .02

end~rrate

IP retc 'w'S cost

wcost

p-oduct:

OU" IP rat~

• The I~test version of the tch h~rctwa~ end softlNere facilitates Jex::al number port~bility, We
could spend the estlmat d 511 milliqn on the nevv S'Nitch lind lose some or most of qur
customers to locel excha ge carriers. 1

I
• The demand for the: sezvi es is contlnulns to decline. A repl~ement switch will not result in

incre:llse.d demand for product Ii~.
l

• The IPs have Cllallensed r rete filingE.'ssociated with PSC Opinion &: ~e:r 97.7. They h~~
ch~llensed the costs end struc:ture of, r rates. State Regulc!ltory has advised that this could
evolve into a full-blown ate ~se PI' eeding before the Commission. ~ r~tes theY ert
challensing are ~sed 3 rate ~lem~ts: call origination & tr~sport, call processing, and
billing & collection. Thes rates also r~f1ect no cOIltribution, as required by the Order. Our
Article 78 proceeding ~s not yet beenjresolved, so \-'lIe mayor !"My not pr~i1 in the retention
of margin in the r&e, fum diminishi1 the value of the product to us.

• InW"ltive re9ul~tlon m~ rE:Veflt us trpm recovering the cost of the new investment from
subscribers. Currently, r~tes chars~d end revenuesllosses derived per c!II ere:

!

evs cell dIS 57 lCC 5-4 ': 2 min. 970: 10 min 7 min

• our IP ratt for tnc:st call includes 41~ surcha"ge for the difference be\INetn their per
coli revenue 4nd our- il'lI i41 & lldditionel minute CMtges.
SSP is Subscriber Sd ed Pricing. Thi~ product proo.tideS for the IP to sd their 0Y0n pet.
minute rate.

• Our newly incurred invesren~ will r8i~ the above noted costs by opproximately 10%.

I
hMl~d ;nd C¢nt'.:k:rrd.l ~~ In Conmnololtlon or ~.do<l

Impo::t !" A::c:r<::~ Ar~IyiIS I ~90fQ5
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i
0& 550 to e 5ESS Of OMS100

I

!

1
• T~ PSC proceeding tied the reploc~e;nt of the Audichron Switch to the Ericsson resulted

in findings by the admi istrotive lewl judse of willful misconduct end sross negligence.
Undertaking the reploce nt of this~Ich could ~sily result in e replayof histOfy. These legal
proceedings ~re not only costly, but r ult in bad press about: Bell Atl~ntic in the countrY's
leadins news~pers inclu ins The N Yoc1< Times ~nd the Well Street Journal, os 'Nell os locoI
newspeopers such ~s The ily Ne'NS Old New York Post.

• This poth cr~tes no new iness oPROrtunity for Bell Atlantic, increases its costs, ~nd does
not reduce litigotion ure.

I

• This will cost us more tha an entirely~ Ericsson for all the products since existing S't'Iitches
through Vv'tlich tiNS & GBS 'ces wcJd~~ndle:dwould need to h4Vt~~ity incruses.
The current estimate is: $1 .8 million. !

I
I

entire~ replocins the Ericsson for ell the services ~pply here as
!
j

• The issues th~twe'd have
well.

IssueslRisks:

Issues/Risks:

• Replace the Ericsson with 8 oned do version, just for 976, ~nd mlgrete 540, 970, & 550
servtces to a 5ESS or OMS1 '

• ExIt 976 and migrate 540,

• The PSC would have to in on this. t.s the 976 IPs are ~rticularty VO<2I with the PSCt they
m~ybe resistant to soins IonS with °·~rtiol ~mputation" of the product line. The IPs will still
MYe access to them bee e of their dUrer 1cx:~I~ offered wvices (IINS & GBS).

I .

. !
• 1h~e is no existing direct rePlecementj for the revenue essod~ted \'lith the prodlXt line...
• Our opportunities to rro e costs (cu*omer service, product line management, I.S., legal, &

regulatory) is minimized exiting onlY, one of the products due to the Nture of the seNices.

• Out Source the switch - p¢ sibty to th~ IPs thcm~tves.

• Labor Relotions jss~s Id be signlfic~nt,end in lightof the other issues, this 'WOUld prooebly
not be 0 wortf'r.,vhile und Idns· i

~ d CQIlt\cknllal. ~r'Cd In C()(\te'mplfUon qf ~lr1Ion

ImpOC( ~ AJtun:lti~s NlOlysis ~~ 10d25
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II Withdraw the product line

IssueslRisks:

• Intcvention is likely.

• The revenue stream will c
the revenue lost.

om th~ mat1<et place'.
1
I
I
I

i
I
i .

se to exist, \VIth not c!lnother product 11~ rt:adily in place to beckflll
I

i
I

3 p~ Tcl withd(~ thcit posy-per

,
i
1
I
i
i
I
i

j
i
I
I
i

ell services erid pre.Illllcd In court.
l

l'IM~Cd 1'1'd ConMcnlS&L ~. If' Comcml)lrion 01 ~sallon
Im~ct &Alt~tiV'C~ N"lO:ysis !

I
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THE PRODUCTS
I

Mass Announcement S~MC~ ( 16) is tl .:foodcast seNice whereby custome:rs call a focel numoo
beginnins Vv'ith the exchang~ 976 te? hellr ~ 57 s~ond messoge. Once: the mes~se is pl~, the ~11er is
automatically disconnected. The crUet isCN~ e tlet rete of S0.40 for uch coil. Program content is~
responsibility of the infoonotion pr Ider erd rurjs the g~mut. including, but no~ limih=d to: weather, tl~,
lottery results, and sports ~on:s. !

I
I

Of ell of the products and savices led to~ InfpFone brand neme, 976 generotes the Srcot~tomount of
~ue, and as !Ouch is the COl':"teT'S one product for the InfoFone 5elvices product line.

t..AAS is deployed on the Ericsson s '~ch in BroOI) -, which lies the unique ~bi1ity for broadcest messoging.
976 calls are rooted through the Ed ,sson, r~rdl~ of origlnotion, then~rded to the 56:!'1 Street switch
in M.Bnhattan (~etlns es 0 tllndem to 8icsson),lthen rout~d occexdil"G to the appropMte service bureau
where the rtCorded onnounceme t resides. T~se tronsfers ore ~ns~rent to me caller who ~rs the
mes~geon the number they coiled ~lm05t instdn~neousty. MAS is distinguished by its ability to compret~

thOllStnds of colis~pros~m sim lt~neously ir 3 volee grade circuits.

fv\,AS IPs purchase tronsport, call rocessing, bl(ling & collection scvice5, out of the 900 Tariff, os one
bundled rate element The tnd sees chors~ for ~lIs m~de to 976 es one lump cN~, s~tins the
number of allis m!lde, in the locel on of their bill.

I
The revenue from ~ch CBIl is share equolly by Bell Atkmtic end the IP. These re"w"e!lue5 ~re~ on ~11

count volumes record~d by ~ch jd office, e10\BS reports tor the interexch!nge carrIer compoil(I'lt.

InfoFone Services an: unique to ~F 8elll\tlontk! line of product offerings. They depend on motivated,
aeeti~ external information provi sto establisH progn:lms vvhich create strong end recurring in~rest in the
public, so ~t they will coli, and col often. Of thi 8.6 million potential subscribers to MAS within~ Ne:-N
Ycxk Metropolitan LA.TA, llPproxi tely 400,000 ~11976 programs.

I
InfoFone competes 'Nith the int~· NnSe ~rTjer 900 number suvices, Competition from a mrmd of
sources.is becomi~ more pr~1 It. There is ol~ fierce comp~itic:>n among Infom1ation PfO"Iide~. This
drives higher advertisIng expendltu{cs for~ IPS ds they must advertise more often end mort eff~trvely to
mein~in their cell volume levels. te ort cu4tty 25 fv4vAS IPS end 58 octive progroms. e:

InterActive Information Network Service (lINSlp.40 &970) c~llas can use the buttons on ~ir touch-tone
pho:'\~ to respond to selections 0 aed 'r:J'I the v~riou!O progroms, f:.~., signs of~ zodklc fQj'?1Oroscopes,
or different CIties fO( ~ther ~po . The <2l1er cen elso reach 0 1lV'e person, If the IP provides one, for

I

SI!:MCe:S like: me:dicol edvice, hom4: r~ir tips, erid more.

I
These numbers ~sin 'Mtn :>40 en 970 t:J<chonsts. The 970 numbers lire reserved for edult prog~mmln3
and are available in the NevJ Yo~~ etropolitlln~TA only. Calls can ruT'l tot any length of time. T~ lP sas
the price: (or the service:. C~lIers in the er~ W'he['e tht progrllm is provickd c~n reech it by dialing seven
digits, .

P1M~d lno (Q(\~1. ~rcd In Cont>m1pl.odon 01 ~:Ion

i:',~.:t 2. A:teT'.SIIl\:S rNlv';IS I :
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tiNS is en intra LATA service offen I .no inter lP)~A troffic c~n be: carried. Since the IPS often w~nt~ir
programs to be ~ailBble to ell c nsumers in )he tri-st~te l!r~, this llmltlltion provides Ntiornl 900
number corriers with a si9nific~nt dvantage. i

I

Calls ~nd re:venue from IINS progr ms have 1~led off. Negative publicity discour"ged people from
calling 900 numbers and, unfortlJ ately IINS prpgr~ms. IINS is in the mature s~ge of Its product life
cyet<:. ~re tire currently 155 liN IPS and 1159 active programs,,

I
Group Bridging Service (GBS/ 50) is like II ~Onference cell, in ~t l! number of collers within e
geogrephic areo can UJlk to e~ch ther at th~ S4~ time. Common Group Bridging Service programs
include date ~nd teen lines. A r monitor m

l
't check eoch Group Bridging prosrom periodicalty to

ensure the service is being used roperly.

Numbers begin with the SSO e:xc nge. Colis qon run for any length of ti~. Charses ~ry depending
on the length of the c~ll. C~llers in the er~ ~~~ the program is provided can reach it by di~ljng

~d~ I .
!
j

There ore currently 9 GBS IPS and 7 ective pr0;3rams.

Most of the InfoF~ services IPS 0 er more thorIone of the different types of services to their end users,
That is to sat, most of the 976 IPS so provide II SprogrammIng, end lTWly of the lINS IPS tlso provide
group brJdgll"l:3 programs.

I

Circuit 9 is aproduct Y-Ihich NS -grand fe~rro-. It currently hos 2ferN ining customers. The forecest
for thIs product for 1998 is 594,000

PrMlC'jc<:l end COlltldC11C.1. ~.1'C'd In ContI<'rrQl«doo ot ~.don
Im~C: & AJt~,ryes N.,r~IS I ~

I
DOSe 13 or ~s
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The overall MAS pricing strate is to mai~~in the current retail ~nd \\IhoIesale prices. ihc
eforemention~dPSC Order, ~nd~ outcome ~f the Article 7B,~r, mey effect this. Incentive
regulation 'M)lJld constroin our e ility to reise r~tes to reco~r the n~ investment costs.

In 1994, the retllil price for 976 c I!s was r~iseJ from $0.36 to $0,40 from non-coin phOrleS, SO.25 to
$0.40 from coIn phones. We reinrprce"""';th theipublic through our ~~rtisins tMt 976 services ~re flat
rete 976 progrorns ore still the Iclvest priced of 0rrf p!ly-per-cell service 'M1en one calls, We ore
programs on subjects of national nterest os ~il os New York specific inform&ion.

I
i

Prior to 1994, the company retBin d $0.24 of ~e $0.36 cNrged for 0 non-coin 976 cell, and $0.13 of
the $0.25 chorsed for eech coin ( 76 call. Eoc~ 976 call mode todlrl from 0 coin or non-coin prione
results in $0.20 of r~nue for 8~ 11 Atlantic orp $0.20 for the IP. Here is 0 com~rison of 2 of Bell
Atlontic's ~-p~-coll products lw~rsuS industrY 900 number services:

976 : S40 M.CI • 900·

Estoblish Savice 5767 ; 5125 $2000

~umng Chorge 85.80 521.38 S1S0
;

Per NJI'MC SD.20 : $O.2611s: min SC.W
~.07/odd·l min

Billing & Collc.e!ion inc luded : , 2% end user 1~ mduscr
: revenue ~e

;

AT&T-9W

$2200

S5OO1initiel
$12S1~

$0.32

Pricing is the primary edse thot tiNS has ~r the competition. The demond curve for !INS is
dQW'Tl\lVard sloping. If price is lo~ted, to~1 revenue would ~cr~se. Dem.,nd is inelostic. f\IIJjrry
foetors effect elasticity: 1) O'Voil~t ility of 0 sub$tit\.Jte, 2) the importence of on item in the customer's
budget, 3) the ursency of the cw orner's need and its relotion to other needs.

In oddr~ing price, it is importon to recosniz~t~t there ore 3 IINS pricing elements to be moresed.
The first is the: initiol ch~rge: for JCh line. The second IS the monthly chorge for tronsport, billing &
collection. The third ~Iement is e price for Usage. .

For transport, and full billing & election, Bell ktlontic charges $0.26 for the first minute: of~h cell,
SO.07 for ~ch additional minute,'ond 12% of the difference~en .....not &i1 Atlantic cNrges~
I;:> and vvtMt the IP charges the end'fser. IPS con ~hoose any price to cMrge col1~rs (the re~il ~ment).

• CXx:s 1101 include the c~ ol1cOS h('l<:$

~ end Ccn1'Idc.n"'.... I.~ n CQntc~ of ~tiOtI

1r:1~t &. AI:~:ives ~tyslS I ~ 14 of 25
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The pricing for Group Bridging
$0.52. This cell would result in ~

$0.20 (,. mln)+ $0.05 (~mln)

If 8n IP wonts to charge callers $1 minute, a3 rtlinutc call would cost the coller 53. Bell Nlentlc 'NOUid
crn.rse the IP $0.71, calculated os follows: !I .
1. $3.00- ($O,26-P$0.07+SO.07) 52.60 I
2. $2.60 x 12% = SO,31 I·

3. $0.31"," 50.26 +SO.07 +$0.0 =$0.71
I

'ce is mor~'str~i9htforward' A 3 minute call 'NOUld cost the c~lIer
~rse to th IP of SO.30, ~Icull!ted as follO'NS:
$0.05 (3111 mn) • $0.30 .

PIM.c~rl dC~I. ~rtd ~ Come-:r'Q£ctlon of lllll~
lmP'ct & Alternetives Anel-r.;i!, !

I :
P'Se lS of 25
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Promotion

There ere no promotion~1 eeti"lties plenneq for InfoFone Servlces In 1998. In 1997, the only
prcmotion~1 activity wes ahighlighted dlrect0ft listing cem~isn clllTied 0Vt:.f from 1996. Promotion
of MAS during o....-er the post s I~rs MS included·

1. Promotion for the entire family f976 prog~ms occur~d in verious fOrTNts. This Included 2mticles
In the: Extr~ brochure which is olkd with the phone bill to our residence end business customers
every month, the free ~mpll 9 pletform, !the 976 pros~m guide, the %ite P~~, as well as
nevvspeper ads. The 976 P rom Guid~ v.iO$ elso mode ~i1~bre in the lobbyof 1095 Avenue of
the Americas, and mOlled

J
r:very (ther NYNEX) emplO'jU, both ~Ngement ~nd noo-

mONgement at their'NOrX I tions throotout the New York Metro LATA.
i

. I .

2. During 1995 we produced e d aired cooperati....-e advertising com~jgn television commercIals
\A/hich \"v"el'e prosrem-s~cifj· for sUbject~ shO\oVll in merket research to be of high interest to
consumers: weather end lotte+t. We also ai~d these some commercials on the interNI-NYNEX TV
to get our own employees m re fomili~r ~ith 976.

3. We conducted etargeted rMi ins to e5t~bli~hed 976 users 'N'ho coil us, but infrequently. Their 976
~se patterns 'Nefe cracked f 3months. This msilir"G did not focilrta~ the behavior modific~on
hoped for; increased calls to 76 pro3rB~ by a majority of the ~rseted group.

M.ar'.-:.et res~rch has shO'<VTl that randing OUf product is very imp~nt, so througoout all of our
promotional activities wt sough to femilia.ize consumers ~nd IPs alike: with the InfoFolit prodLCt
n~me. Furthennore, neither users nor non-use~ of M.AS programs krIe'N hoN to find the speciftc 976
telephone numbers they should ell to set the:ldesired information. Our 1.800.lnroFone number end
te:lemtlro<.eting w~s used to help customro ~ome: these hurdles. There will be more on the
telemar'o<.eting team in the Placem t section o( this pran.

The objectives of these efforts we to infc<m 'Nfuoles~le customers that thet't is opp:xtunity for success
in Ne;v.; York for Iln entrepreneur ·th uniqUt, i(lroYlltive offerings, end ~t NYNEX was the company
to ~rtner 'With. We ~nted our r tail customers to know ho.-v to set access to the el:lSY, f!Sc, accurate
infortT'.dtion they neede:d right

With respect to IINS, ~ media mix plonneq for 1996 for the retail market wos 11 combiretion of
television supported byprint ~nd direct mdil ~~seted oppropriot~ly. To establish intemaland exterml
awarene.ss of the prod~t, we: p nned ~cceltreted ~rticiplltion in the follO'Ning events: Icx:~l and
n~tior1d1 trade s~, m8rXeting vents, statel fair), interNI ewereness sessions, ~nd staffed lobby
exhibitions. Due to leek of fundi g, tmse plerls w-ere not ~ctuolized.

PrM~ j'r><:lC~l. f'n:;>4,.d In C~c~~n or ~Oo"
imp:.::c & AJ:Cr."\:ltl"1:S ANI~I~

I
OO'3c , 6 of 2.5
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Placement
I

rnfoFone Services - N'Z:W York, en ~ss Mnquncement S~Nice in porticul~r ~re hiShly speci~lized
servic~ \N'hich require subject me er e::xperti~ in the technology, morl<!!tpl"Ce, end our ~rsetmarket.
In oddition, this role demands con inual directcbntllct with our ........nolesole est!blished end prospective
customers, and, from time to time: our retail cu~tomers os well. The MAS-specific chor~taisticshave
a uni\ters~ ot importance to the ,roduct line.; For these redsoos, MAS Is not placed 'Nitti Systems
Merk~ing which more typically d Is with farg~ business customers and non-u~se-driven products,
preventing them from being posi ioned to mapage the unique set of dermnds ~ssocjatedwith this .
product line.. !

I
I

We e:stz5blished an 800 number ( .800.442.TA~) for use by prospective IPs to make inquiries, This
number has been incorporated 10all of our in~ustTY-focused Iitereture. 'W'hen dioled, it fOf"Nards the:
coller to the dedicated customer rvice centeq managed byArtie Zanoni. The service repre~nt8tivts

wno receive the c~lls quolify the ~lIers. If it'$ a retail customer who h~s c~lIed, they ere qualified
regarding the program c~tegorjes f interest od inforrn&ion required ~nd if neces~ry, ~rt then sent e

I

976 Program Guide, or redirecte ~s needed. !
I
I

FO(who[e~le customers, the distr bution ch~nrpelS for fv\A.S erc our rmrl<:eting support teem (customer
service centerlBMO)and Service ruus. Both~e/l f-AASto InforTT\Otion Providers 000 provide ongoing
support to them as they ende I r to deYe/0p new epplic~tions or encounter s!Mce-releted
difficultj~. !

;
service Bureous provide space, quipment,~ program development to IPS. In the past, th~
help.ed us to close S.!lles with neN inexperienc~dIPs, as v-.tell as those loceted outside ofmetropolit4t"1
Nevv York Thereh~ been no n IPs for this product line, haNever, for 2 'jeors.

!
Retail placement rests with the tel ~rketin3 t~m at the SMO'v'.'ho respcods to retail customers using
the 1.800.442.TALKnumber, and e IPs th~l\"es. This team assists callers in l~tins the'numbers
of specific progrllms they are se 'ng. The IPs tfSe ~rious means for setting the word out about their
976 pros~ms. i

I

ihere is one Ceritrd[ office (CO) n ~ch Nev.J York LATA that is equIpped to offer IINS. The 540
exch~nge is used for IlNS progro s of sen!r~~ interest, ond is ev~i1obl! throughout New Yoo State,
vvhile the 970 exchange, used fo lINS -edult" programmins is ~~llob!e only in the New YOI'X Metro
LATA. C~lIs from orly\'Vhere vvithi hhe LATA orr Nndl~d by the serving CO for thot LATA.

.As with M.AS, prospecc~ IlNS I ~re se~d by the service representatives within Mit ZMfinl's
or~nizotion vie the 1.600.442.TE1ine:, os wtll as industry service bureaus. These sroups ons.......-er
basic ouestlons, mail out promoti 11iteratur~, then oddress the q~lifled kods. Pros~ctive IPs ore
provided with Individu~liz:e:d coo seling on~t to consider before entering the morket ond s~cifjcs

I
on hovv to set st"rted.

~ll'CdWld ColT1\d-mtUl t'tP4rcd nc~~ of UllV llon

Ir:-:pc<:: t. AI:~~rl\o'CS A.~IY;IS I C>OSC 17 of 2S
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Amy D. Ken~ngiGer
AHcr:,\GY
legal D~j)drtmcnl

EXPRESS MAIL OR HAND DELIVERy

Honorable Frank S. Robinson
Administrative Law Judge
New York State Public Service Corrunissjon
Three EJ:I1pire State Plaza
Albany, New York 12223~ 1350

February 12, 1996

.. .... -.

@
NewYorkTelephone

, C~S t, ......nwc or t~e Ar.ler!<.:a,;
~~e ..... Yo:k. Ni .... Ycr~ 10036
~~one (212) 3:lS·246S

Re: Cases 93-C-0451 and 91·C-1249: Direct Presentation ofl\ew York
Ielet'hQO~ Company

De~ Judge Robinson:

Pursuant to L~e Frace,dural Ruling Issued 7\"Qvember 28, 1595, New York
Telephone Company ("NYT') herein subrnlts its direct prese:ltatio:i. In its direct
presen,tatlon, NYT addresses the following iss\.les:

l"sue 1. Call Counts: NIT submits evidence conc:::ming the recent call count
test, its results, Po.lid the conclusions to be dra\\rn.

Issue 3. Number Portability: Vlhether, assuming its tecr~"lical fcasibilit;·, number
portability should be permitted for 976 numbers.

Issue 4. Int~r·company compensation: The arrangement that will apply in the
case of a competing local exchar.ge carrier handHng a 976 call.

I~"tj(·, 1O. Number reservation procedw-e.

IflSlJe 11. Procedw'e? to be followed with respect to NYT's receipt of propriet2.."')'
information from 976 providers.

Isssue 12. Competition from NYNEX: NYT's plans 3...'1<ilor its intentions to offer
services, either directly or through affiliates, that would tend to compete ag2inst
976 providers.



NYT will provide responsive presentatiou.s to thos~ remaining issues not
addressed in our direct presentation. Additionally, our respon;:;iYc p,resentations will
address matters raised by the other parties in their direct presentations.

Respectfully submitted,

NO. 089 P.4/4P.3

.tuny D. Kanengiser

Attachment
cc: Honora~le John C. Crary (5 copies)_

All partIes .-
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The PSC took a lcad~rship role in the number portability process when it

directed a trial of service provider number portability in September, 1995.13 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.14

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 operational--reali!.¥- .

At this juncture, NYT believes that the implementation of a long term

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

exchange service providers However, the ability of976 IPs to be served by more

13~ 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.

14 ~94-C-0095, January 4, 1996 Memorandum to the Commission from the
Communications Division, Approvcd and So Ordered (Issucd January 23, 1996).

14265 6



than one local exchange carrier raises a host of market and public policy issues which,

at this stage, NYT can only partially anticipate. For example, 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 hv

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

maintain 976 as a broadcast service? Will their rates be comQarabl~_ordifferent than

NYT's t?riffecLcharges?.Will all 976 calls continut to ~e fixed lenP.'ta with fixed

charges? Perhaps most critically, each new local exchange 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 technology. To date, there is n('
: '. .

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

deployment 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 eXc'w1ge service providers.

Addressing the issue in this proceeding 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.
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ISSUE 4:
Intcrcompanv Compclls:ltion

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. IS Each of the three

CLECs operating in the metroLATA approached NYT and requested interconnection

agreements for the e::,:r..ange of local and intraLATA toll traffic. These requests

resulted in negotiation;; 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. 16

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

16 The rates effective in this tari ff are temporary pursuant to Commission Order. See
Case 94-C-0095, Order Instituting framework for Directory Listings, Carrier
Interconnection and Intercarrier Compensation (Issued September 27, 1995).
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The intercompany compensation rate ror the termination of intraLATA

local exchange traffic is tariffed at approximately $0.0 I per minute of terminating

access. I? 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 c.~rripr'c;: ('~Il.

However, the parties negotiated and the tariff contains a different

arrangement for 976 traffic originating on a CLEe'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 pav the CLEC 50.02 for each 976 call. NYT agreed to this iIU10vative

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 l\XX 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

17 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.

18~ 914 Tariff, 1st Revised Page 37.
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per call and remilting the remainder to the Telephone
Company, unless the CLEC obtains tari ff 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. 19

ISSUE 10:
Number Resen'ation 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 c:r dialing or their mn~monic value.

To satisfy requests for specific customer-requested telephone numbers,

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

19 The CLEC only provides originating access and billing and collection to its
customers.
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Attachment 3. This tariff governs the a':ailability, terms, conditions, and the rates for

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

976 numbers. It is already the vehicle by which all IPs -- other than 976 IPs -- reserve

specific telephone numbers.

ISSUE 11:
Receipt ofTP 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

germ~lllc, 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 calI count data), NYT does not want and will

refuse to accept any infonnation 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;\;over, given the contentious histor) .Ji our relationship with

some of the IPs, we see no reason to create opportunities for more conflict.

ISSUE 12:
Competition from NYNEXfNYT

Throughout this proceeding, the IPs have asked repeated questions

abollt NYNEX' intentions to enter other businesses that are directly competitive or at
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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-faiF-cGm.pe.titive opportunities.

In the area of information services, rules prescribe an open netwnrl<.

..architecture (ONA) plan and provide accounting rules to avoid any opportunity for

cross-subsidy. Network disclosure rules prevent carrier affiliates trom having a
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headstart in accommodating carrier network changes and regulations governing

Customer Proprietary Network Information (CrNl) 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 ofNYT, all

service offerings are governed bY 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 must satisfy a minimum price level that requires

NYT to impute certain tariff rates when the new service includes a bottleneck

element..lO The PRP also provides that the Commission may suspend a new service

tariff"ifthere 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.,,21 Accordingly, the Commission has adequate

safeguards alreadv_in place to p~event 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

20 See PRP § IV(H)(4).

21 See PRP § IV(H)(G).
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and developing safeguJrds, no additional requirements are presented with respect to

976 IP offerings.
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