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Dear Acting Secretary Renner: 

Enclosed please find 25 copies of the initial testimony 
submitted on behalf of Larry Weiss Associates, Inc., National 
Telephone Enterprises, Inc., Dynatech Communications, Inc., 
Theema Systems Limited, Ltd., Oliver Oziel, ETV, Inc., Marenick, 
Inc., Jay Thomas and Automated People Connection.  The 
individuals submitting prefiled testimony are:  Richard Cohen, an 
information provider,  Lawrence Weiss, an information provider, 
Walter Boxer, an information provider, David Eisenstadt, an 
economist, Michael Marenick, an information provider, Elwin 
Macomber, an expert in voice telecommunications. Jay Thomas, an 
information provider, and Oliver Oziel an information provider.       ] 
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

Proceeding on Motion of the Commission to 
Investigate New York Telephone Company's 
Proposal to Discontinue Offering Information 
Services 

Case 98-C-1079 

Prefiled Testimony of RICHARD COHEN 

Q.   Please state your name and position? 

A.   RICHARD COHEN.  I am President of National Telephone 

Enterprises, Inc. ("National Telephone"), the largest 

provider of InfoFone interactive telephone information 

services.  I have been a businessman for more than 20 years, 

Q.   Do you have any procedural comments or concerns? 

A.   I am concerned that there is substantial information 

that I am not privileged to, primarily because of BA-NY's 

refusal to answer our information requests.  If any motions 

to compel are granted in whole or in part, I hereby request 

permission to submit additional testimony or to modify 

existing testimony based on subsequently obtained 

information. 

Q.   What is the purpose of this testimony? 

A.   I submit this testimony in opposition to the 

application of New York Telephone Company, d/b/a Bell 
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Atlantic - New York ("BA-NY") for the right to terminate its 

New York InfoFone services, including all New York telephone 

information services operated by National Telephone, and in 

support of National Telephone's position that BA-NY should 

be required to provide accurate call counts and remove 

contribution from its IINS and Circuit 9 tariffs. 

Q.  What would be the result to your industry if BA-NY 

terminated this service? 

A.   If BA-NY is permitted to terminate this service, 50 

million callers in New York State, most in the New York 

metropolitan area, will be deprived of interactive telephone 

information services they have used for more than a decade 

and passive information services they have used for more 

than a quarter of a century.  In addition, hundreds of 

employees will lose their livelihoods, including, in 

addition to employees of information providers, employees of 

ancillary industries which provide services to information 

providers (i.e. accounting, advertising and repair 

services).  In addition, about a hundred providers will lose 

their respective businesses, which for many are their sole 

source of income. 

Q.   In your opinion, why is BA-NY seeking to terminate this 

service? 
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A.  There are several reasons which I believe account for 

BA-NY's decision to terminate this service.  First, 

termination of this service, which will force InfoFone 

information providers out of business, will enable an 

unregulated Bell Atlantic subsidiary, in the future and at 

its election, to provide its own information services, 

unfettered by competition, capturing for itself the monopoly 

profits that these services would earn.  In this regard, I 

am aware that, in connection with a direct presentation to 

the Commission in Cases 93-C-0451 and 91-C-1249, BA-NY 

advised the Commission on February 12, 1996, that it 

intended to provide information services in competition with 

976 MAS, saying: 

Thus, without disclosing proprietary plans 
16 which may from time to time be developed and 

changed, it is safe to assume that in one form or 
17 another NYNEX will offer services that compete 

with the IP's 976' messages. 

A copy of the pertinent portion of this submission is 

annexed as Exh. A. 

Second, I believe that BA-NY seeks to terminate 

this service so it can evade regulation of this service and 

enable itself to recover monopoly profits in billing and 

collection from any information providers who might manage 

to survive the termination. 

The proposed termination is also, I believe, a 

spiteful attempt to destroy this valuable service due to 

adverse economic consequences suffered as a result of BA- 
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NY's own past inadequacies in providing services to certain 

information providers, including its prior "gross 

negligence" and "willful misconduct" finding in connection 

with this service in the 93-C-0451 proceeding, recently- 

affirmed by Judge Ceresia of the Supreme Court, County of 

Albany.  A copy of a portion of that decision and order is 

annexed as Exh, B. 

Q.   What are BA-NY's explanations for terminating this 

service and what is your opinion of this rationale? 

I fail to believe that the reason for discontinuing the 

service is merely that call volume is declining.  Fifty 

million calls per year--135,000 per day-- is not small and 

the revenues from this service are substantial.  Based on my 

observations, approximately 20 other states, serviced by 

companies such as Ameritech', Pacific Bell, Bell South, Bell 

of Pennsylvania, Bell Atlantic and U.S. West, do not have a 

combined call volume equal to BA-NY's, yet continue to 

provide these services.  If declining call volume were truly 

a concern, why haven't these carriers also sought to 

discontinue this service. 

BA-NY's claim that termination reflects a new 

"vision," with BA-NY providing only state-of-the-art 

services appears equally farfetched.  BA-NY documents do not 

emphasize this issue as of major concern at all. 
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The fact that BA-NY has done virtually nothing to 

promote this service and increase call volumes during the 

five years that National Telephone has been a subscriber 

supports my suspicions that BA-NY may be seeking to 

undermine this service (See BA-NY answer to IP-BA-NY-34.) 

Although local exchange carriers in other states have taken 

steps to encourage calls to these information services in 

their states, such as inserting promotional materials in 

monthly statements, BA-NY has not done so in recent times, 

not even for clearly beneficial information services as time 

and weather. 

As for BA-NY's Ericsson Switch claims, as shown in the 

accompanying testimony of Elwin Macomber, there is no clear 

evidence that the switch will fail at year 2000.  Even if 

there were, any possible failure could possibly be 

prevented, in a virtually costless manner by turning the 

switch back. At a minimum, the service could be moved to 

the BESS switch as proposed in BA-NY's contingency plan. 

For the reasons discussed below and in the attached 

testimony of Lawrence Weiss, Walter Boxer, Elwin Macomber, 

Jay Thomas, Michael Marenick, and Oliver Oziel, BA-NY's 

desire to sacrifice the interests of 50 million callers to 

its demands for greater profits is contrary to the public 

interest and, I am advised, applicable antitrust laws.  BA- 

NY' s application should therefore be denied and BA-NY should 

be directed to continue to provide all InfoFone services. 
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including 976 MAS services, IINS services. Group Bridging 

Services and Circuit 9 services at non-contributory rates in 

a manner which assures call count accuracy. 

Q.   Describe BA-NY's information services and when they 

began? 

A.  BA-NY began offering telephone information services to 

callers more than twenty-five years ago, in the early 

1970's.  See August 20, 1998 Order ("PSC August 20 Order") 

Suspending Proposed Tariffs and Instituting Case 98-C-1079; 

see also BA-NY's October 6, 1998 Presentation in Support of 

Tariff Filing ("BA-NY August 6 Presentation"), at P.l, 

BA-NY's InfoFone service provides call origination, 

call transport, call processing and call billing and 

collection services for 191 telephone information 

subscribers within New York State, including subscribers in 

the New York metropolitan area, Buffalo, Albany, Binghamton 

and Syracuse. See BA-NY August 6 Presentation, at P.4; PSC 

August 20 Order. 

Q.   How are BA-NY's InfoFone services provided? 

A.   New York metropolitan area InfoFone services are 

provided through a single Ericsson AXE-10 IMAS switch.  BA- 

NY August 6 Presentation, at P.5.  Upstate services in the 

Albany, Buffalo, Binghamton and Syracuse LATAs are routed 

through the BA-NY network to an office or tandem switch for 
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completion to the IPs.  BA-NY August 6 Presentation, at P.5. 

Id. 

BA-NY's 976 Downstate Dedicated Mass Announcement 

Services provides a 57 second, one-way (i.e.. non- 

interactive) information service to callers in the New York 

metropolitan area LATA for a fixed per call charge of 40 

cents.  It has the largest call volume of any InfoFone 

service and is, according to BA-NY, the most well known of 

the services.  BA-NY August 6 Presentation, at P.3-4. 

Q.  Does BA-NY offer any other InfoFone services? 

A.   BA-NY introduced three other InfoFone services in the 

late 1980's and early 1990's:  Group Bridging Service 

("GBS"), Interactive Information Network Service ("IINS"), 

and Circuit 9.  BA-NY August 6 Presentation. jL/ 

Q. What is IINS? 

A.   BA-NY's IINS service offers interactive pay-per-call 

services over 540 line in the New York metropolitan, 

Buffalo, Albany, Binghamton and Syracuse LATAs.  BA-NY 

August 6 Presentation, at P.4.  IINS 970 interactive 

services are reserved for adult programming and available 

25 1./ There are no local pay-per-call services offered in 
the United States other than through local exchange 

26 carriers.  There can be no pay-per-call service without the 
approval of regulatory Commissions through local exchange 

27 carriers.  Otherwise, any number could be a pay-per-call 
number and the consumer problems would be substantial, 

28 
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only in the New York metropolitan area.  BA-NY August 6 

Presentation, at P.4.  540 and 970 fees charged the calling 

customer are determined by the IP.  Interactive services in 

BA-NY's upstate LATAs are provided on the 540 Exchange. 

BA-NY August Presentation, at P.3-4. 

Q.   What is GBS? 

A.   GBS "chat line" services, which are provided on the 550 

exchange, allow callers to join an ongoing group 

conversation, charging callers at one of three fixed rates 

per minute.  (15 cents, 20 cents or 25 cents). 

Q.  What is Circuit 9? 

A.   Circuit 9, the only InfoFone service offered statewide, 

is an interactive call information service provided with 

trunk side features.  One of many features is that the 

billed telephone number can be provided to the information 

provider.  BA-NY August 6 Presentation, at P.5. 

Q.  What services are provided by Information Providers? 

A.   Information providers ("IPs") for these services 

provide live or recorded (passive and interactive) programs 

on various subjects including without limitation weather, 

lottery results, sports scores, horoscopes, dating 

personals, employment services, and adult entertainment. 

BA-NY August 6 Presentation. 
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2/  Specifically revenues for the five year period from 

23 1993-1997 for IINS and GBS were as follows: 

24 IINS GBS 
1993                $4,408,000 $4,644,000 

25 1994 4,020,000 4,319,000 
1995 4,116.000 4,340,000 

26 1996 4,664,000 4,492,000 
1997 4,579,000 4,913,000 

27 
See BA-NY October 6 Presentation, Appendix A. 

28 

Q.  What were the call volumes for BA-NY's InfoFone 

services in 1997? 

A.   In 1997, BA-NY's InfoFone services succeeded in 

attracting nearly 50 million New York callers (48,278,895), 

or more than 135,000 per day.  BA-NY October 6 Presentation, 

at Appendix A.  Of these, about 16% of the callers were to 

IINS and GBS services, with the remainder to 976 MAS, but 

revenues for the two types of services are split 50:50, BA- 

NY August 6 Presentation, Id. 

Contrary to BA-NY's assertion, GBS and IINS revenues 

are not declining.  IINS revenues to BA-NY for the years 

1993-1997 varied little, although revenues in 1997 were 

slightly higher than in 1993. 2/ BA-NY October 6 

Presentation, Id.  GBS revenues for 1997 were higher than in 

any of the prior five years.  Although 976 revenues to BA-NY 

have decreased, 976 revenues are less than 50% of total BA- 

NY revenues. 

Q.   What are BA-NY's costs for providing this service? 
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A.   Commission Order 97-7 dated May 29, 1997 in Case No. 

93-C-0451 held that 12 cents of NYT's 20 cent per call 

revenue from 976 MAS was for contribution.  The Order was 

recently affirmed following appeal, a copy of which is 

annexed as Exh. B.  The Commission also found that BA-NY's 

cost of providing 976 MAS service, plus a reasonable rate of 

return was 4 cents for call origination and transport, 2 

cents for call processing and 2 cents for billing and 

collection.  Id.  The PSC reduced BA-NY's 976 MAS revenue 2 

cents per call, increased 976 MAS IP revenues 2 cents per 

call, and directed a proceeding to decide the fate of the 

remaining 10 cent contribution per 976 call.  Id. 

Although no determination has yet been made as to the 

amount of per call contribution BA-NY receives from 

interactive service providers, in view of the technical 

similarity of IINS and GBS services provided by BA-NY to 

those that are provided to 976 MAS, the costs of billing and 

collection, and of call origination and transport for the 

first minute are the same.  BA-NY does not perform call 

processing for IINS or for GBS. 

Q.   When did National Telephone start providing InfoFone 

services and what is the nature of its services? 

A. In September 1991, National Telephone subscribed to its 

first pay-per-call telephone information service, starting a 

low-priced voice personals service in Philadelphia in which 
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men and women could place a voice description of themselves 

on my interactive service and respond by telephone to a 

voice personal that someone else placed. 

Q.  Has National Telephone been successful and has it 

expanded its service to other areas? 

A.   The service was successful and, over the next several 

years, National Telephone expanded the service to 20 cities, 

one market at a time, opening voice personal and other 

services.  National Telephone has generally entered each 

market by acquiring an existing competitor with a relatively 

small volume.  National Telephone prices the service in each 

city as low as possible, generally underpricing some or all 

the competition.  Today, despite about 50 competitors in the 

New York metropolitan area who offer IINS dating services. 

National Telephone is one of the largest, receiving a 

substantial volume of calls each year. 

Q.   Where does National Telephone provide its services? 

A.  National Telephone provides most of its voice personal 

services through the following local exchange carriers: 

Bell Atlantic:  New York, Buffalo, Albany, 

Philadelphia, Pittsburgh, Washington D.C., 

Boston, Rhode Island, and Holyoke, 

Mass., 
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Ameritech:  Chicago, Detroit, Gary, Indianapolis, 

Milwaukee, Cleveland and Columbus, 

Pacific Bell: Los Angeles, 

U.S. West:  Phoenix and Salt Lake 

Bell South:  Miami, Orlando, Jacksonville, New 

Orleans, Atlanta.  With applications pending 

in Alabama and Tennessee. 

With the exception of Rhode Island, these services are 

offered only in major cities or metropolitan areas.  For 

each of these services, call origination, call transport, 

call processing, and call billing and collection has been, 

and continues to be, provided exclusively by local exchange 

carriers.  There is no area in which local pay-per-call 

telephone services are provided by a competing local 

exchange carrier ("CLEC"). 

Q.  What are POTS line information services and  what is the 

difference between pay-per-call telephone information 

services aiid credit card services? 

A.  There is another type of information service known as a 

POTS line.  The subscriber uses its regular telephone to 

provide information services, generally through the caller's 

use of a credit card.  Pay-per-call telephone information 

services differ from credit card services in that customers 

who choose pay-per-call services generally prefer not to 

transmit credit card information over the telephone, are 
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more likely to be making an impulse purchase, are more 

likely not to own a credit card or to be blocked from their 

ability to use their credit cards, and are more likely to be 

minority or less affluent individuals. 

Q.   Does National Telephone offer credit card services? 

A.   National Telephone does offer credit card services; 

however, this volume only represents about 10% of its 

business.  National Telephone has experimented by making 

credit card services less expensive than pay-per-call 

services in order to determine if we can increase credit 

card traffic and decrease pay-per-call traffic.  However, it 

did not work, as the price was irrelevant.  Ninety percent 

of the time, people continue to use pay-per-call over credit 

cards. 

Q.   What are the geographic markets for National Telephone 

services? 

A.   The services that National Telephone provides are local 

in nature.  To create a successful information program, an 

information provider must promote the service through 

advertising and marketing, which is local.  Without adequate 

promotion, even a good service will fail. 

Q.   Has National Telephone offered both "SOO" service and 

pay-per-call services in the same area? 
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A.  National Telephone has tried its InfoFone type services 

in local markets using "900" numbers.  However, the services 

were not successful, generating only 10% of the calls that 

local pay-per-call generates. 

Nationwide advertising for "900" services is 

prohibitively expensive given the geographically local 

nature of the target audience.  Even if nationwide 

advertising were not prohibitive, it would be wasteful. 

National Telephone's voice personal information services are 

local in nature, not nationwide.  It is not likely that a 

New York man would be seeking to date a Los Angeles woman. 

The local nature of this service permits National Telephone 

to advertise in local media (TV, radio and print) in a cost 

efficient and effective manner. 

National Telephone projects total advertising expense 

of approximately $4 million nationwide in 1998, including 

$500,000 in New York state, most of which is used to promote 

services offered in the New York metropolitan area. 

Q.   When did National Telephone first start providing 

information progrannning in New York? 

A.  National Telephone subscribed to its first New York 

InfoFone telephone information program in 1993.  Today, 

National Telephone has about one hundred New York InfoFone 
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3./   In addition to its 540/970 voice personal 

23  services. National Telephone also offers 550 group bridging 
chat services and 970 virtual chat services in New York. 

24 
4/  For example. National Telephone charges 35 cents 

25 per minute for its IINS virtual chat services.  This is even 
lower than the cost of 976 MAS, 

26 

27      5/  In the others, the prices charged are 65 cents for 
the first minute and 45 cents for each additional minute. 

28 

lines. 3./ While I have never made a caller study, based 

on the voice personals placed with my programs, it appears 

that callers to National Telephone's service in New York and 

elsewhere are primarily single men and women ranging from 25 

- 40. 

Q.   How are National Telephone's services priced and how 

does National Telephone's pricing compare to its 

competitors? 

A.  National Telephone charges low prices for its services 

relative to its competitors, 4/ permitting National 

Telephone to attract a high volume of customers and maximize 

the availability of these services to callers. 

In most of the above referenced markets, including New 

York, National Telephone charges its voice personal callers 

55 cents for the first minute and 35 cents for each 

additional minute. 5/ With the exception of National 

Telephone's first year of service, these charges have not 

changed. 
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Within BA-NY's jurisdiction, National Telephone charges 

higher prices ($.45) in Buffalo and Albany where it faces 

relatively fewer InfoFone competitors to its TINS dating 

service.  National Telephone also charges higher prices 

there because of the much lower call volume in the smaller 

cities due to the limited population. 

There are cities outside New York served by other local 

exchange carriers, such as Chicago, Milwaukee, and 

Cleveland, where National Telephone charges 45 cents for 

each additional minute because local exchange carrier 

charges are higher.  In Los Angeles, local exchange carrier 

charges are so much higher that National Telephone has to 

charge 69 for the first minute and 39 cents for each 

additional minute. 

Q.  What would occur if National Telephone raised its rates 

compared to other IPs? 

A.   If National Telephone were to unilaterally raise prices 

for its services, virtually all of the customers it would 

lose would switch to other IINS providers offering similar 

services.  In the New York metropolitan area, such a switch 

would be to one of the 50 or so other InfoFone telephone 

dating services in the market.  Virtually no customers would 

be lost to "900" services, POTS information services or 

other dating services.  No customers would be lost to radio, 

television or the Internet. 
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Q.  What was the reaction of National Telephone's 

competitors when it entered the New York market? 

A.  National Telephone's IINS competitors were not pleased 

when National Telephone entered new geographic markets with 

its low prices, including New York.  National Telephone 

would similarly prefer a market without competition. 

Indeed, the value of having a market free from competition 

is so great that National Telephone would pay as much as $25 

million for such a monopoly if it were offered.  If awarded 

this monopoly. National Telephone would slowly raise prices 

to determine a level of comfort where further price rates 

threatened to reduce volume significantly.  With that 

monopoly. National Telephone could substantially raise 

prices (at least double or more) because it would lack 

competition from other IINS information providers. 6/  In 

reality, the marketing is highly competitive and National 

Telephone does not have the pricing flexibility of a 

monopolist. 

Q.  What public services do IPs provide customers? 

24 6./  National Telephone does not consider "900" 
services or POTS information services as competitors that 

25 would affect its prices.  Nor are the Internet, Cable TV, 
radio, newspapers, or other sources of competition to the 

26 InfoFone services, 

27 The only competition is from other InfoFone 
information providers. 

28 
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A.  National Telephone and the other information service 

providers, including the providers of mass announcement 

services and the interactive and group bridging services, 

provide an important public service to the residents in New 

York.  The mass announcement services provide low cost 

information (i.e. weather, lottery, sports results, 

horoscopes and time information services).  The interactive 

services provide similar services as well as additional 

services offering interactive guidance and companionship. 

Men and women in urban areas need to find ways to safely 

meet and have fun, especially in view of AIDS.  The InfoFone 

programs, including National Telephone's and other voice 

personal programs, chat lines, psychic lines and others 

lines offer such a service.  Compared to other forms of 

meeting, such as clubs or bars, the services that National 

Telephone offers are substantially less costly.  In effect, 

business and social welfare have found a happy marriage. 

Enclosed as Exh. D is a wedding invitation and 

accompanying testament National Telephone recently received 

from a couple who met through one of its voice personal 

programs.  I have deleted their names to protect their 

privacy.  This is one of many such expressions of gratitude 

for its services that National Telephone has received over 

the years.  If BA-NY is permitted to terminate its services 

to National Telephone, it will deprive millions of New 

Yorkers of the benefits of these inexpensive services. 
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Q.  What would be the result of BA-NY's termination of this 

service on National Telephone's business? 

A.  BA-NY's termination of this service would effectively 

destroy National Telephone's business in New York, and this 

New York business constitutes a significant part of National 

Telephone's business. National Telephone's largest business 

and greatest investment is in New York, where it has more 

information programs and more lines than anywhere else in 

the country.  National Telephone's call volume is by far the 

highest in the New York metropolitan area than in the other 

areas in which it operates, double that in its next largest 

area, Chicago. 

Q.   How do BA-NY's rates compare to other local exchange 

carriers? 

A.   Although BA-NY complains that its rates are too low and 

that it earns an insufficient return on its services, in my 

experience, BA-NY's rates are well above those that National 

Telephone pays in other states where local exchange 

carriers' call volumes for comparable services are much 

lower.  Many other local exchange carriers, such as 

Pennsylvania Bell and Bell South, charge substantially less 

for services virtually identical to those provided by BA-NY 

even though their call volume is approximately 10-15% of BA- 

NY's call volume.  National Telephone and other IPs might be 
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willing to pay BA-NY more for the service in lieu of having 

it terminated. 

Q.  Are there any other viable alternatives available to 

BA-NY's InfoFone information services? 

A.  No.  National Telephone and the other New York IPs have 

no viable alternatives to BA-NY's InfoFone information 

services. To provide its information services, a telephone 

information provider must be able to obtain call origination 

and transport, call processing, and call billing and 

collecting services at a reasonable price. No entity has 

the ability to provide these services in New York other than 

BA-NY. 

Q.  Do "900"  Services offer a viable alternative? 

A.  "900" services, which are provided by AT&T, MCI, and 

Sprint, and others offer nationwide (not local) pay-per-call 

services to information providers."  900" services do not 

provide a viable alternative to BA-NY's InfoFone services 

for the information provider or the caller for the following 

reasons. 

Q.  Are ,,900n services portable? 

A. "900" numbers are not portable. To use these services, 

an IP would have to terminate its existing number and forego 

some, if not all, the good will built up over many years 
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attached to its telephone number, making "900" services an 

unacceptable alternative. 

Q.  Are "JJOO" services more expensive than BA-NY's InfoFone 

Services for the 976 MAS service? 

A.  Another reason that "900" services are unacceptable is 

that costs to information providers for "900" services are 

substantially higher than those for InfoFone services.  BA- 

NY InfoFone charges are:  (i) for 976 mass announcement 

service --  18 cents per call; (ii) for IINS interactive 

services (540 and 970) -- 26 cents the first minute, 7 cents 

each additional minute, and an additional 12% of the IPs 

charges for the call minus BA-NY's per minute charge; and 

(iii) for Group Bridging Service (550) -- 10 cents per 

minute.  In addition there are monthly line charges of $18 

per month. 

AT&T charges New York metropolitan area IPs who do not 

have T-ls 44 cents per minute plus 15 percent for billing 

and collecting.  See Weiss Aff., P.15.  Accordingly, 976 

mass announcement service providers would pay 50 cents per 

one minute "900" call, 2 1/2 times what it now pays BA-NY, 

seven times what it could pay if contribution were removed 

and BA-NY charged only eight cents per call for the 
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7/  If contribution were removed from 976 services, 

19 the 976 providers would pay 42 cents more for "900" services 
than for BA-NY's 976 MAS charge of 8 cents, 

20 
8/  For a 20 minute call to IINS at $1.00 per minute, 

21 InfoFone information providers pay BA-NY 26 cents for the 
first minute plus seven cents for each additional minute (26 

22 cents + 19 x 7 cents), plus 12 percent of the charges to the 
caller minus BA-NY's per minute charge which totals for a 

23 per call cost to the TINS information provider of about 
$2.20.  There is also an $18 per month line charge, 

24 
For that same call to a "900" service, a small 

25 information provider without T-ls would pay the "900" 
carrier 44 cents per minute for each minute (44 cents x 20), 

26 plus 15 percent of the charge to the caller, for a per call 
cost to the information provider of $11.80 (44 cents x 20 + 

27 .15 x 20 = $11.80), nearly 7 times the IINS cost.  AT&T also 
charges $500 for the first line and $125 per month. 

28 

service, 7/ and ten cents per call more than it now 

charges its customers. 

Q.  Are "SOO11 services more expensive than BA-NY's IINS and 

Group Bridging services? 

A,   Increased charges to IINS and Group Bridging 

information providers are even greater since the average 

call length for such services is approximately 20 minutes. 

If an information provider without T-l's subscribes to 

AT&T's "900" service at 44 cents per call plus 15% of total 

caller charges, and charges callers $1.00 per minute, AT&T's 

average "900" per call cost to the provider would be $11.80, 

or more than five times the $2.20 cost for IINS 8./.  It 

also results in a significant increase for Group Bridging 

callers, even assuming the maximum group bridging charge of 
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25 cents per minute, or $5.00 for a 20 minute call  9/, 

more than double. 

Q.  What other charges are associated with 900 services? 

A.  Line charges for "900" services are substantially- 

greater.  For example, AT&T's charges are $1,000 for the 

initial line set-up and $125 per number per month.  See 

Weiss Aff., P.15.   For all information providers, these 

charges are onerous. 

Q.   What is the effect of AT&T's prices on changes to 

customers? 

A.  Because of National Telephone's telephone volume. 

National Telephone is able to receive "900" services for 

about 22 cents per minute plus 8 percent for billing and 

collecting. 10/ Nonetheless, the costs of "900" 

services even for National Telephone are substantially 

21      9/  The AT&T charge is as calculated in the footnote 
above, 

22 
For the InfoFone Group Bridging Service (550). 

23 The providers' maximum charge for this service is 25 cents 
per minute, or $5.00 per 20 minute call.  (25 cents x 20 

24 minutes, or $2.00).  This is less than one half the cost of 
"900" services, 

25 
10/ National Telephone, because of its size and status, 

26 is charged significantly lower rates than most other IPs and 
has a lower cost structure. Nonetheless, "900" rates are so 

27 high that even National Telephone does poorly on all its 
"900" service, 

28 
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higher than for IINS, when chargebacks are taken into 

consideration. 

Q.  Are there any additional costs associated with n900" 

service to IPs? 

A. In addition to increased per call charges, "900" 

information providers also experience substantial increased 

costs in the form of chargebacks. Chargebacks occur when a 

caller contacts the phone company and denies responsibility 

for the call. The information provider receives no revenue 

for the call, but is still required to pay the carrier for 

the call, 

Chargebacks for "900" services are substantially -- 

indeed, prohibitively -- greater than chargebacks for 

InfoFone services and other pay-per-call services offered by 

other local exchange carriers.  Although chargebacks for 

InfoFone services generally run about 9-11 percent, 

chargebacks for "900" services are 35-40 percent on the 

average.  This is due to many factors including differences 

in the placement of the charges on the bill, 11/ the 

23 11/  BA-NY InfoFone charges are placed on the regular 
BA-NY monthly telephone bill, along with other BA-NY 

24 charges, 

25 With "900" billing, the charge would appear on a 
separate page and would say that the charge was billed on 

26 behalf of National Telephone.  This variation encourages 
customers to dispute the charges.  Moreover, because the 

27 charges are "900" charges, not BA-NY InfoFone charges, BA-NY 
is much more likely to forgive the charge. 

28 
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25 

fact that callers perceive that non-payment of InfoFone 

phone charges may result in termination, and the price of 

the calls is much higher in part because of the chargebacks. 

Q.  How do these additional costs of n900n service affect 

customers? 

A.  The increased cost of "900" services to the information 

providers from substantially higher carrier charges and 

chargebacks forces information providers for "900" services 

to charge substantially higher charges to the customer. 

Q.  What is the effect of AT&T's prices on charges to 

consumers? 

A.  National Telephone is keenly aware of the increased 

"900" service costs because it operates "900" lines to reach 

customers who have no available local pay-per-call service. 

Although National Telephone generally charges its InfoFone 

customers, and most of its other local exchange carrier 

customers, 35 cents per minute, it charges national "900" 

customers 99 cents per minute to cover increased costs of 

the "900" service. 

Q.   How do these increased costs affect caller volume? 

A.   These increased costs to callers result in a 

substantial decline in "900" service call volume.  Generally 

callers use AT&T/MCI/Sprint "900" services only if they are 
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blocked from using their local pay-per-call services, or are 

outside an area receiving local pay-per-call services. 

It is not possible to charge the caller the same price 

for "900" calls as for InfoFone calls because the higher 

"900" charges to the IP and the 3 times higher chargeback 

rate.  Accordingly, to provide "900" services, all 976 MAS 

information providers and virtually all IINS and GBS 

providers would have to increase their prices to callers, 

and risk lowering their call volume even further. 

Q.  Are there any other reasons callers prefer local pay- 

per-call service over "900"  service? 

A.   In addition, callers to pay-per-call services prefer 

local pay-per-call services to long distance "900" services. 

Callers to BA-NY's InfoFone service dial a seven digit local 

number, while callers to "900" services are required to dial 

a ten digit long distance number.  Callers to pay-per-call 

services prefer to dial a local seven digit number than a 

ten digit long distance number. 

Q.   Do you have any proof to support your position? 

A.   Proof of this preference for seven digit dialing lies 

in the history of National Telephone's voice personal 

service in Los Angeles, an area like New York which should 

be a highly successful pay-per-call market.  There, the 

local exchange carrier offers an unusual local service  --a 
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12/   Indeed, a three digit telephone number, such as 

24 BA-NY's 411 pay-per-call telephone information service, is 
even more valuable.  National Telephone was willing to pay a 

25 substantial premium to obtain such numbers from Bell South. 

26 13./  National Telephone's charge for this service is 
$0.69 per minute, almost twice what National Telephone 

27 charges in the New York metropolitan area. 

28 

service in which the caller dials a ten digit "900" number, 

rather than a local seven digit number.  This special "900" 

number only applies to the Los Angeles metropolitan area 

LATA.  The result is that the volume in Los Angeles is very 

low -- about 1/8 the New York volume.  Pay-per-call callers 

do not want to dial a "900" service for their calls, even if 

the service is local. 12/ 13/ 

Second, National's "900" services are particularly 

inappropriate for National Telephone because its voice 

personal business, discussed above, is local in nature, 

while virtually all "900" service is nationwide.  It is 

impossible to offer a credible local voice personal 

telephone business through a national "900" line. 

Third, there is a stigma about "900" services that 

negatively impacts call volume.  There has been substantial 

adverse publicity surrounding AT&T/MCI/Sprint "900" services 

and many callers refuse to call that service.  The same 

stigma does not accompany calls to local telephone 

information services, such as BA-NY's InfoFone services. 
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Fourth, the major "900" carriers (AT&T and MCI) will 

not bill for adult programs or chat lines, but require the 

IP to use a third-party billing company, such as FTT, or 

VRS-Integrated to bill the calls.  Using a third party 

biller results in even higher chargebacks and billing losses 

to the IP.  Sprints' costs are substantially higher even 

than AT&T and MCI's and are further increased by Sprints' 

refusal to do billing and collecting at all. 

Q.   Does National Telephone use "SOO" services and, if so, 

why? 

A.   National Telephone does have "900" lines in areas with 

no local pay-per-call services.  These services are all 

doing poorly, even though National Telephone, because of its 

size and status, is able to get preferred rates.  National 

Telephone's "900" services were doing so poorly in San 

Francisco and Tampa that National Telephone has terminated 

service in those cities. 

Q.   Do CLECs present a viable alternative to BA-NY? 

A.   Although BA-NY suggests that a CLEC might provide this 

service, there is no CLEC anywhere in the country that now 

offers such a service.  Although CLECs were invited to 

attend the Technical Conference on this issue, not a single 

CLEC appeared. 
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In fact, no CLEC could provide the service for a 

reasonable cost.  Virtually all callers to this service are 

BA-NY customers.  BA-NY acknowledges that, for the service 

to be provided, BA-NY must continue to provide call 

origination, call transport and call billing and collection, 

leaving little for the CLEC but call processing.  (BA-NY 

October 6 Presentation, at 15. 

Q.   If there were a CLEC willing to provide call 

processing, would it be a viable alternative to InfoFone 

providers generally and to IINS, GBS, and Circuit 9 services 

in particular? 

A.   Even if a New York CLEC stepped forward and offered to 

provide the call processing portion of the service, the 

services offered by that CLEC would not be a viable 

alternative for several reasons. 

First, any such arrangement would provide the CLEC with 

an unregulated monopoly over pay-per-call services.  This 

monopoly would enable the CLEC, in the long run if not at 

first, to charge monopoly prices far in excess of a 

reasonable price, leaving information providers with no 

viable alternative. 

Moreover, most of the services would continue to be 

provided by BA-NY.  Although BA-NY's charges for call 

origination and call transport would be regulated (and 

therefore reasonable), BA-NY's charges for billing and 
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collection would not.  BA-NY currently charges about 30 

cents for billing and collection, even though the cost of 

providing billing and collection services is only 2 cents. 

A copy of a BA-NY billing and collection price list is 

annexed as Exh. D; see also Commission Order 97-7 in 93-C- 

0451 dated May 29, 1997. 

The inadequacy of the CLEC alternative is even 

greater for IINS, GBS and Circuit 9 providers because BA- 

NY' s contracts with CLECs exclude them from the agreement. 

In its February 12, 1996 submission to the Commission, p.9, 

annexed as Exh. A, BA-NY advised the Commission that its 

traffic arrangements agreement with CLECs provides certain 

financial incentives for CLECs to deliver 976 traffic, but 

no incentive to deliver IINS, GBS, and Circuit 9 traffic. 

This discriminatory contract provision will make any CLEC 

reluctant to carry this IINS, GBS and Circuit 9 traffic. 

Q.   How would prices be affected if a CLEC were to provide 

such services? 

A.   In view of the fact that any such hypothetical CLEC 

service will be jointly provided by two largely unregulated 

monopolies--BA-NY (who charges 30 cents per call for billing 

and collection even though the costs of such service is 2 

cents per call) and the CLEC (for call transport and call 

processing), prices for such service will likely be 

materially higher than current prices -- certainly much 
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higher than the 40 cent per call 976 MAS IP charge to 

callers.  See BA-NY's rates and charges for billing and 

collecting, annexed as Exh. E.  As a result of this price 

increase to IPs, prices to callers will rise, volume will 

decline precipitously, and many if not most New Yorkers will 

be deprived of the low price telephone information service 

that they have enjoyed for more than a quarter century. 

Q.   Would transfer of this service to a CLEC put IPs at 

risk? 

A.   Transfer of this service to a CLEC leaves the IPs in 

substantial jeopardy.  The CLEC will be collecting from BA- 

NY substantial sums of money which belong to the IPs.  If 

the CLEC lacks integrity or a sound financial basis, the IPs 

business is threatened. 

There have been many companies which have offered 900 

services which have eventually gone bankrupt or out-of- 

business, such as Tele-Sphere, Starlink and ITA.  Simply 

because a service bureau, CLEC or telephone company is 

adequately capitalized at the start, there is no guarantee 

of their performance in the future. 

Q.   Will chargebacks increase under this alleged 

alternative system? 
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A.   With a CLEC serving these accounts, service will not be 

terminated if the caller fails to pay. As a result, as with 

"900" services, chargebacks will likely increase from 11 

percent to 35-40 percent, resulting in a substantial out-of- 

pocket loss for all services even if BA-NY does the billing 

and collection. Moreover, the charge will be placed on a 

separate bill page and will reference the name of the 

information provider, further enhancing the likelihood of 

chargebacks. 

Q.   Does the lack of portability pose a problem in 

connection with any transfer of service to CLEC? 

A.   With transfer to a CLEC, there is no guarantee that the 

IP's would be able to retain their telephone numbers. A CLEC 

taking over the InfoFone service would recognize the value 

and the goodwill that resides in an IP's number and might 

try to keep the numbers with substantial call volumes for 

themselves, thereby appropriating all the goodwill that the 

current IP has created. 

Q.   Are POTS information services a viable alternative? 

A.   POTS information services also fail to provide IPs with 

a viable alternative because of insurmountable payment 

problems and low volumes due to lack of consumer interest in 

using credit cards.  There are three possible sources of 

payment for such services:  third-party advertisements. 



33 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

customer credit cards, and periodic subscriptions.  None 

offer a viable alternative for the service. 

Q. Can IPs operate a viable POTS line information service 

by obtaining revenues through the sale of advertising spots 

in the line? 

A.  National Telephone and virtually all other information 

providers can not be paid through third-party advertising. 

Even if willing advertisers could be found, which I doubt, 

customers would not call a second time if faced with a 

barrage of advertisements. In addition, the rates paid by 

advertisers would not come close to what an IP receives from 

InfoFone services. 

Q.   Can IPs operate a viable information service by 

obtaining revenues through credit cards? 

A.   Payment by credit card would not be viable for two 

reasons.  First, smaller information providers could find it 

difficult, if not impossible, to become a qualified credit 

card subscriber.  There are only three banks in the country 

which offer credit card services for pay-per-call (Charter 

Pacific, First Bank of Beverly Hills, and Humboldt Bank). 

These banks require a strong financial statement and a 

$25,000 bond, which smaller information providers cannot 

meet.  Although service bureaus do provide such services for 
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qualified customers, they charge a substantial fee for this 

service. 

Second, the vast majority of pay-per-call customers 

will not pay by credit card.   When credit card payment is 

offered as an option for National Telephone services, at 

most ten percent of customers accept that option even when 

special financial inducements to credit card payment are 

offered. 

Many InfoFone customers are lower income residents who 

do not have such cards.  These customers, which likely 

constitute a majority of National Telephone's customers, 

would be deprived of this service if a credit card were 

required. 

Q.   Are there any additional reason credit cards are not a 

viable alternative? 

A.   Callers who hold valid credit cards are themselves 

reluctant to use them for pay-per-call services.  These 

services are often used by "impulse" callers who decide on 

the spur of the moment to make the calls.  The spontaneity 

of the "impulse" is destroyed if callers have to find their 

credit card, give the card number to the provider, and wait 

for acceptance.  In addition, many consumers do not want to 

transmit credit card information to information provider 

companies over the telephone for fear of credit card abuse. 

Credit card payment would cut call volume by at least 80%- 
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90% and put most of the information providers out of 

business. 

Q.   Which customers use credit cards? 

A.   The only callers who use credit cards are often those 

who do not want the charge to appear on their telephone 

bills, or use credit cards to keep track of spending.  These 

customers will use credit cards without regard to price, so 

long as the price remains reasonable, and lowering the price 

would not increase call volume. 

Q.   Do you have any evidence that there is not enough 

credit card business in the New York area, to sustain a 

viable POTS line information service? 

A.   Because of the lack of customer interest in credit card 

calls. National Telephone has not even bothered to install 

credit card equipment in New York, routing the few such 

calls made through Philadelphia and then back to New York. 

If there were sufficient interest. National Telephone would 

have purchased such equipment and reduced its costs, but 

there was not. 

Q.   Can IPs provide a viable POTS line information service 

by relying on caller subscriptions? 

A.   A third possible payment source is the offering of a 

"subscription" service which allows the caller, for a fixed 
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fee, to receive the information service for some defined 

period of time.  Most callers are unwilling to enroll in a 

subscription service, even if there are financial incentives 

to do so.  With an impulse service such as this, callers 

want to spontaneously pick up the phone, call, and be billed 

for the service in their monthly telephone bills. 

Q.   What will happen to IPs if BA-NY terminates the 

InfoFone service? 

A.   In view of the lack of any viable alternative to the 

InfoFone service that makes economic sense, if BA-NY is 

permitted to terminate the InfoFone service, in my opinion, 

most of the information providers will go out of business. 

For those few who might continue to provide these services 

in some other way (e.g.. through "900" services, credit 

cards or subscription services), I believe their profits and 

call volume will drop precipitously and quickly, by at least 

60-70 percent and that charges will have to more than 

double, which will itself cause further volume 

declines. 14/ 

Q.   Is continuation of this service in the public interest? 

25 14./   If, for example, National Telephone were to seek 
to provide voice personal services in New York through "900" 

26 services. National Telephone would have to raise its price 
to at least 75 cents per minute.  As a result, the price of 

27 a twenty minute call would increase from approximately $7 to 
$15. 

28 
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A.   Continuation of the InfoFone service is in the public 

interest because there are no viable alternatives that would 

provide consumers with the same universally available 

program, ease of access, low cost, information on demand 

characteristics of the InfoFone services currently being 

enjoyed by 50 million callers each year.  Termination of 

this service would cause consumer harm and for that reason 

its discontinuation is not in the public interest. 

Q.   Is BA-NY's claim that there are other sources of viable 

information alternatives correct? 

A.   No. BA-NY's claim that other pay-per-use, POTs, 

Internet services, cable TV, newspapers, and other sources 

of information are viable alternatives to its InfoFone 

service (BA-NY October 6 Presentation) is not borne out by 

the facts. 

As shown above, "900" services and POTS services (i.e., 

services provided by a provider using regular telephone; not 

a pay-per-call line) paid for by subscription, advertising, 

or credit card do not offer consumers the same low price, 

safe, and reliable characteristics as pay-per-call service 

and, for most customers, do not offer an acceptable 

substitute.  No CLEC has ever offered to provide such a 

service but I doubt whether any such CLEC-offered service 

could ever provide a viable alternative. 



38 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Q.   Is the Internet a viable alternate to InfoFone 

services? 

A.   BA-NY's reliance on the Internet as a viable 

alternative is misplaced.  To reach the InfoFone service, a 

caller only needs access to a telephone, nothing more.  Even 

if the same information were provided by way of the Internet 

(which it is not), to obtain access, a caller must have a 

telephone line, a computer connected to the line, a computer 

permitting access to the internet, and knowledge of how to 

use the internet, all of which are costly and require 

substantial technical sophistication.  BA-NYs reliance on 

the Internet underscores its willingness to sacrifice the 

information needs of the poor and the technically 

unsophisticated.  People who want to find out the time, 

weather, sports scores, and lottery results want to pick up 

a phone and immediately get the answer to their question. 

Using the Internet is not a practical alternative. 

Certainly there are no Internet services like the pay- 

per-call voice personal service that National Telephone 

offers.  Internet services are not instantaneous and do not 

involve voice. There is no Internet service that permits 

residents to submit live personal voice messages and to 

immediately respond to personal voice messages left by 

others. 
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Q.   Do telephone or radio constitute a viable alternative 

to the InfoFone services? 

A.   Telephone and radio are not viable substitutes.  Even 

for those limited subjects for which these other media 

provides arguably similar information, such as weather, the 

caller must wait for air time rather than be able to receive 

information on demand. 

Q.   Are there any other viable alternative sources of 

information that offer callers the same immediate on demand 

information service? 

A.   No.  BA-NY's reliance on undefined information service 

bureaus, business, government, cultural, community and 

social organizations as providing viable alternatives is 

meritless.  There is no evidence that any such service 

provides the same low cost,' user friendly, information-on- 

demand option provided by InfoFone IPs, and none provides a 

voice personal service like National Telephone. 

Q.   Does the price of any of these alleged alternative 

information services affect National Telephone's price to 

its customers? 

A.   Prices charged by "900" services, POTS information 

services, Internet services, cable services, newspapers, and 

information services provided by any organization have no 

effect on National Telephone's prices for its New York 
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information services.  Rather, to the extent National 

Telephone's prices reflect competitive conditions, they only- 

take into account competition from the other IINS IPs. 

Q.   Has BA-NY articulated an adequate justification for its 

proposal to terminate its InfoFone services? 

A.   No. BA-NY seeks to terminate its InfoFone service 

because it no longer satisfies BA-NY's long term vision, no 

longer provide opportunities for revenue growth, and is 

offered through the Ericsson switch which, BA-NY claims, 

must be replaced because of "technological complications 

surrounding Year 2000 compliance."  (BA-NY October 6 

Presentation, at 11). 

Q.   Does BA-NY's long term vision justify termination of 

this service? 

A.   BA-NY's undefined "long term vision" affords no viable 

justification for terminating a service with 50 million 

callers annually.  BA-NY is a common carrier, reaping for 

decades the financial benefits of a legal monopoly and the 

extraordinary financial benefits from the InfoFone service, 

recovering as contribution more than double its permitted 

rate of return.  BA-NY failed to explain its long term 

vision and why continuation of this service is inconsistent 

with that vision.  It does not take much time or many 

resources for BA-NY to staff and maintain the Infofone 
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services. 15/  In fact, Bell Atlantic provides Infofone 

services in Pittsburgh, Philadelphia, Washington, and 

Baltimore, with only one representative handling questions 

and problems for all four cities. 

Q.   Does BA-NY's desire for greater profits justify 

termination? 

A.   BA-NY's desire for greater profits does not justify 

termination of this service.  BA-NY has consistently 

recovered excessive revenues from this service, realizing a 

level of contribution that far exceeds most, if not all, its 

other services.  Now that the Commission has decided to 

limit contribution to that level realized from other 

services, BA-NY seeks to terminate the service. 

BA-NY should not be permitted to terminate this service 

merely because its profits are the same as those realized 

from other services.  BA-NY's claim that falling call 

volumes justify termination because it will suffer a loss in 

the future if volume continues to decline is similarly 

misplaced. 

There is no evidence that call volumes will continue to 

decline.  Although some information provider volumes have 

15/ The fact that BA-NY has had to spend time and money 
in its unsuccessful effort to defend itself against claims 
of gross negligence and willful misconduct or to defend a 
RICO action does not offer a justifiable basis for 
terminating this service. 
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declined, National Telephone's call volumes and revenues 

have increased for each of the past three years, spending 

more than $500,000 per year in New York advertising to 

maintain and increase that volume. 

Moreover, although revenue from 976 MAS has fallen over 

the past three years, revenue from IINS and GBS have in fact 

increased each year and 1997 revenues were the highest in 

the past five years. 16/ See BA-NY's October 6 

Presentation, Appendix A.  Since IINS and GBS account for 

more than half of BA-NY's revenues, and since BA-NY 

continues to earn excessive contribution on those services, 

BA-NY's complaint concerning losses from these services is 

wholly without merit.  BA-NY is in fact making higher 

profits from these IINS and GBS services, which account for 

50 percent of its total InfoFone revenue, than at any time 

in the past five years. 

Q.   Is BA-NY responsible for the call volume issues that it 

raises? 

A.   Further, BA-NY bears substantial responsibility for 

the decline in "976" call volume and the failure of IINS to 
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achieve its growth potential in view of its failure to 

support this service.  Although an independent market 

research company retained by BA-NY recommended at a meeting 

with IPs that BA-NY support this service in 1993 or 1994 

through advertising, marketing and in various other 

ways, 17/ BA-NY failed to provide the promised support. 

See BA-NY answer to PPI-BA-NY-43, a copy of which is annexed 

as Exh. F, which lists recommendations as to what BA-NY 

would do to promote these services.  To my knowledge, BA-NY 

undertook none of those actions, except perhaps to rename 

the service. 

15 17/   As shown in the attached Presentation to Audiotex 
information providers, annexed as Exh. G, the market 

16 research company making the presentation recommended that 
BA-NY support the service in inter alia the following ways: 

17 
1.   Staff the 1-800-Infocall line with live 

18 operators. 

19 2.   Educate 411 and 555-1212 directory assistance 
operators about Infocall Services, direct 

20 transfer calls to 1-800-Infocall, and 
incentivize 411 operators. 

21 
3.   NYT advertising should focus on 1-800- 

22 Infocall and upscale positioning. 

23 4.   Primary BA-NY advertising should be on TV. 

24 5.   1-800-Infocall services should be heavily 
advertised in the Yellow and White Pages. 

25 
6.   $5.00 (or other value) coupons should 

26 periodically be delivered in phone bills. 

27 7.   BA-NY should deliver pocket/wallet directory 
cards in phone bills. 

28 
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On the contrary, BA-NY seems determined to destroy the 

service.  In 1997, BA-NY spent only $10,574 of its 

$18,000,000 in InfoFone revenues on advertising the service 

(See Exh. C; BA-NY October 6, 1998 Presentation, Appendix 

A), revealing a prior intent to lower call volume. 

Moreover, there is evidence that BA-NY is systematically 

taking steps to maximize customer blocking of these service. 

See Jay Thomas testimony, pp. 3-4.  These apparently 

intentional efforts to suppress call volume and justify 

termination are in line with prior BA-NY actions which 

resulted in a finding by the Commission--recently sustained 

by the Courts--that BA-NY had engaged in willful misconduct. 

Even if one assumes a declining revenues for BA-NY, BA- 

NY is protected from suffering a loss.  First, BA-NY now 

earns monopoly profits as all its services.  Even if BA-NY 

losses contributions for its 976 MAS service, absent a 

contrary ruling by the Commission, BA-NY will continue to 

recover monopoly profits on its TINS and GBS services, which 

account for 50 percent of BA-NY's InfoFone income. 

Even if the service should continue to decline in call 

volume, regardless the reason, and the service become 

unprofitable, BA-NY can seek a rate increase upon a showing 

of need.  A service generating 50 million calls per year and 

more than 135,000 calls per day is hardly the type of 
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unutilized service that.would warrant, or permit, 

termination. 18/ 

Q.   Have alternative information sources contributed to a 

decline in call volume? 

A.  Attempting to deflect responsibility from itself for 

the declining call volume, BA-NY blames the presence of 

other information alternatives for the decline, such as 

"800" and "900" telephone information services, Internet, 

cable television, radio and newspapers.  BA-NY offers not a 

single shred of objective evidence that these alternate 

sources of information have created a decline in volume. 

Since these other information sources (other than the 

Internet) have been around for a long time, BA-NY's 

explanation lacks credibility.  National Telephone's 

business over the last three years has increased and not 

decreased, even though the Internet, cable TV, radio and 

newspapers have expanded their presence. 

Q,   In your opinion, are the alleged Ericsson switch 

technical concerns a valid reason for BA-NY's termination of 

this service? 
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A.   BA-NY's final argument concerning the high cost of 

replacing the Ericsson switch is, I believe, a contrived 

excuse, rather than an honest explanation, resulting from 

BA-NY's conclusion that the PSC is not likely to permit 

termination based solely on economic considerations, but 

might support termination if it is otherwise justified. 

Q.   Do you have any authority for your position that the 

claimed Ericsson switch Year 2000 concerns were contrived? 

A.   An internal BA-NY memorandum, entitled "Bell Atlantic 

InfoFone Services - New York and Y2K" and annexed as Exh. H, 

reveals that BA-NY recognized it could not terminate this 

service for financial reasons but that it might receive 

Commission approval if that service could not be provided 

for other reasons, such as technical reasons. 

Q.   Is the Ericsson Switch capable of becoming year 2000 

compliant? 

A.   Based on recent information I have received, I believe 

that the switch is, or may be made, year 2000 compliant.  I 

am advised that the problems with the switch occurred 

because BA-NY failed to install the 301 and 302 upgrades to 

the Ericsson switch.  Although upgrades must be made in 

sequence for the switch to work properly, BA-NY sought to 

install the 304 upgrade in 1996, without installing the 

prior upgrades. 
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I am further advised that BA-NY's 1996 installation of 

the 3 04 upgrade would have succeeded if BA-NY had 

reconfigured some trunks and lines (which BA-NY failed and 

refused to do this) and that, with these and possibly one 

more upgrade, the switch would have been year 2000 

compliant.  I make this allegation despite the fact that BA- 

NY has generally refused to provide responsive answers to 

most information requests, including requests regarding the 

Ericsson switch. 

Any potential year 2000 failure thus appears to result 

from BA-NY's gross negligence not from any switch 

imperfection. 

Q. Even if BA-NY's concerns about the Ericsson switch were 

correct, are there any options available to BA-NY short of 

obtaining a new switch or migrating the service to continue 

to keep the Ericsson switch operational after the year 2000? 

A.   Even if BA-NY's claims about the Ericsson switch and 

its potential failure in year 2000 were correct (many or all 

of which are not), as shown in the accompanying testimony of 

Elwin Macomber, BA-NY has inexpensive options short of 

replacing the switch that would enable BA-NY to maintain its 

service. 

First, BA-NY could set the clock forward on the 

existing Ericsson switch to determine whether there would be 

a year 2000 failure.  This is commonly done to test 



48 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

switches, like the Ericsson AXE 10 IMAS switch, which are 

not used for accounting purposes.  See Macomber Test., p. 5. 

If there is a failure, BA-NY can immediately correct the 

problem by returning the switch back to the current date. 

BA-NY may be able to avoid the problem by turning back the 

switch prior to the year 2000.  BA-NY could select an 

appropriate prior year and turn the switch back to that 

year. Moreover, BA-NY can test if turning back the switch 

will work at this time, well before the year 2000. See. 

Macomber Aff., p. 6. 

In sum, BA-NY's reliance in alleged year 2000 Ericsson 

problems appears to be a red herring --an argument created 

by BA-NY to induce Commission approval for its exodus from 

this service. 

Q.   In the event that BA-NY is required to migrate this 

service from the Ericsson switch, is BA-NY's claim that it 

cannot continue to provide the broadcast function accurate? 

A.   As an alternative, to testing or adjusting the Ericsson 

switch, BA-NY concedes it can migrate all InfoFone services 

to the 5ESS at West 18th Street at a cost well below that 

necessary to replace the Ericsson switch.  Although BA-NY 

claims it cannot provide the broadcast feature for 976 MAS 

after migration to the 5ESS, this is inaccurate.  According 

to Elwin Macomber, BA-NY can connect various types of 

relatively inexpensive equipment, such as IVRs, to perform a 
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broadcast function with the 5ESS.  See Macomber Test., pp. 

3-5.  Mr. Macomber cannot presently assess the cost of such 

broadcast service because BA-NY has refused to answer 

information requests directed to those issues.  However, 

based on sheer speculation as to peak load volume, he 

estimates the cost at less than $1 million, perhaps 

considerably less.  See Exh. to Macomber Test.  In addition, 

some IPs' may be willing to increase their rate for a period 

of five years in order to pay the costs of this equipment. 

Q.   Are you aware of any additional evidence which supports 

your position that BA-NY assertions about the switch are 

untrue? 

A.   That BA-NY's assertions about the Ericsson switch are a 

red herring is confirmed by the fact that BA-NY proposes to 

terminate InfoFone services in areas of the State outside 

the New York metropolitan area where the Ericsson switch is 

not used, such as Buffalo, Albany, Syracuse and Binghamton. 

Moreover, BA-NY failed to disclose in its October 6, 

1998 presentation the true reason for the termination. 

However, an internal BA-NY memorandum, annexed as Exh. G, 

reveals that BA-NY is terminating the service in whole or in 

part because certain 976 information providers who have 

obtained a Commission determination in Case No. 93-C-0451, 

recently affirmed on appeal, that BA-NY was grossly 

negligent and engaged in willful misconduct in providing 



50 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

this service, and have filed a pending RICO action against 

BA-NY. See Exh. H, pp. 2, 7-8. 

Moreover, a 1996 BA-NY submission to the Commission, 

annexed as Exh. A, reveals that BA-NY was providing, or 

intended to provide, telephone information services that 

would directly compete against the 976 MAS service which it 

now seeks to destroy, by terminating the service and, if 

required to continue the service, insist on eliminating the 

broadcast function following migration. 

Q.   Are any CLECs interested in providing InfoFone 

services? 

A.   National Telephone is unaware of any CLEC who has 

provided pay-per-call information services.  BA-NY has 

failed to identify any CLEC who has offered to provide the 

service. 

Q,   What problems would be encountered if the IPs were 

required to migrate to "900" services? 

A.  Although BA-NY asserts that the InfoFone service could 

be offered through AT&T's "900" service, as discussed above, 

there is no number portability with AT&T's "900" service and 

there could be no seamless migration to AT&T.  Each InfoFone 

IP would have to obtain a new "900" number, terminate its 

old business, and forfeit some or all the goodwill created 

in existing telephone numbers. 
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Additionally, as discussed above, in view of the 

nationwide character of AT&T's "900" service, its higher 

prices, and higher chargebacks and the "stigma" that 

accompanies that service, AT&T's "900" service is not a 

viable alternative for National Telephone.  If it were, 

National Telephone and the other IPs might have operated 

their business through AT&T's "900" service from the outset 

Q.   Is it possible to insure a seamless transition to 900 

services? 

A.   A seamless transition to a "900" number is not possible 

without number portability.  Since there is no portability 

between BA-NY's InfoFone services and any of the "900" 

services, there can be no seamless transition to this 

service. 

In view of the absence of any "CLEC" willing to provide 

this service, there can be no transition, let alone a 

seamless one.  Even if a CLEC were willing to provide the 

service, whether the transition would be seamless depends 

upon number portability, the financial strength and ethics 

of the CLEC, its technical ability to provide the service, 

the price it would charge, the price BA-NY would charge for 

its portion of the service, BA-NY's willingness to continue 

to provide billing and collecting, and the technical 

precision of the cut-over. 



52 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q.   Do BA-NY's billing and collection policies confirm its 

21 intent to destroy this service? 

22 A.   BA-NY's billing and collection policies, which it 

23 discussed in its October 6 Presentation in the context of a 

24 hypothetical migration of the InfoFone service to an IXC or 

25 CLEC, are inadequate.  BA-NY offers no guarantee on how long 

26 it will continue to provide such services, and in any event, 

27 it charges are gravely over priced (1500 percent in excess 

28 

BA-NY does not appear willing to take the steps 

necessary to assure the IPs a seamless transition to the 

same IP number, as discussed above.  Moreover, for reasons 

discussed above, it is unlikely that the transition would be 

seamless.  Even if there were number portability and the 

cut-over were well performed technically, outstanding issues 

of the character and ethical make-up of the CLEC and its 

financial soundness effect whether the transition is 

seamless. 

Finally, a steep price increase will destroy this 

service as quickly and efficiently as a technically 

incompetent operator, and BA-NY's prices for billing and 

collection would cause the CLEC to pay BA-NY nearly as much 

as 976 MAS and many IINS IPs now charge their callers.  A 

transition that would charge high prices, requiring IPs to 

pass on those charges to customers and lose call volume as a 

result, is not seamless. 
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of its cost)., Moreover, BA-NY cannot provide billing and 

collection services for calls made by customers serviced by- 

other CLECs.  Nor would BA-NY guarantee a price for this 

service for a long period of time. 

Moreover, BA-NY's prices for billing and 

collection reflect an extraordinary level of monopoly 

profit.  Although BA-NY's costs are only 2 cents per call, 

BA-NY charges 30 cents per call for their services (See Exh. 

E), an increase of 1500 per cent.  By terminating this 

service, BA-NY has evaded a regulatory limitation on price, 

not only maximizing its profits from any information 

providers able to survive the termination, but forcing them 

to raise their prices to consumers, causing severe declines 

in their volume and creating a price umbrella that permits 

BA-NY to charge higher prices for the information services 

that it decides to offer. 

Q.   Are there any other problems with BA-NY's billing and 

collection agreements? 

A.   BA-NY's billing and collection contracts with 

interexchange carriers, by their terms, permit BA-NY to 

refuse to bill and collect for certain services based on 

information content.  BA-NY's reservation of their right to 

bill and collect for particular information providers is 

particularly troubling and, we submit, prevents a "seamless" 
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transition, undermining any assurances that BA-NY may have 

provided. 

Q.   Are there any other entities that could perform billing 

and collection services under reasonable terms and prices? 

A.   BA-NY failed to identify any other entities that could 

provide billing and collection services, or to advise of the 

terms and conditions of those services.  To my knowledge, 

there are no such entities that provide billing and 

collection services that are reliable and that charge a 

reasonable fee. 

On the contrary, all billing and collection services of 

which I am aware charge exorbitant rates and their 

collection rates are very low.  Even if BA-NY provided 

billing and collection, the prices would be prohibitive, as 

discussed above. 

Q.   What costs are associated with a third party billing 

and collection agency? 

A.   A billing and collection agency would submit the call 

to BA-NY who would charge at least 3 0 cents for that 

service.  That 3 0 cent charge, when added to the third party 

billing and collection agency's expenses and profits, would 

necessarily result in charges to IPs for this service will 

be in excess of the 4 0 cent 976 MAS charge to its customers, 

and perhaps as much as $1.00. 
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Q.   What would happen to customers now using the services 

if BA-NY terminated this service? 

A.   In the event that BA-NY were permitted to terminate 

this service, it would soon disappear and 50 million callers 

would have lost their ability to obtain the low priced, 

reliable, information on demand service they have obtained 

the benefit of for a quarter of a century. 

Even if some callers began using "900" services, credit 

card services, or subscription services as a substitute, the 

number that would do so for more than six months is in my 

opinion quite small --no more than 20 percent. 

As a result, tens of millions of InfoFone callers will 

be deprived of a service they had relied on and used for 

years.  In view of this untapped demand, it is possible -- 

indeed probable -- that a BA-NY subsidiary would involve 

itself in the provision of'these services. 

Q.   Is BA-NY an actual or potential competitor in the 

business of providing telephone information services? 

A.   BA-NY and its predecessors have over the years been 

providing information programming for these services.  It 

was New York Telephone Company that originated the time and 

weather services many, many years ago and continued to 

operate those services until a decade ago when Judge Greene 

forced a divestiture of these services in United States v. 

AT&T, 552 F. Supp. 131 (D.D.C 1982). 
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To this day, BA-NY still owns InfoFone time and weather 

programs.  Although precluded from operating these services 

by Judge Greene's decree, BA-NY auctions these services off 

each year.  Although I do not know the amount that BA-NY 

receives from these services, in recent years BA-NY has 

demanded a minimum bid of $500,000 for its weather program 

and $150,000 to $200,000 for its time program.  See Weiss 

Test. p. 23. 

Although BA-NY has refused to provide information to 

the IPs on the information programming services that it 

previously provided or that it now provides, I am advised 

that New York Telephone Company, following divestiture, 

tried to provide telephone information services of its own 

through its NYNEX Information Resources Corp. ("NIRC") 

subsidiary, such as its "Consumer Tips" service.  Attached 

as Exh. I is a copy of BA-NY's "Consumer Tips" advertising 

materials, which describe to consumers the information 

services that it provides, including sports, lottery, 

entertainment, business report, news, weather, and other 

telephone information services. 

Although BA-NY claims that it terminated those 

services in 1997 (See BA-NY response to PPI-BA-NY-36, 

annexed as Exh. E), it is possible--indeed likely--that BA- 

NY terminated its services in order to avoid antitrust 

arguments prohibiting the termination of InfoFone competitor 

by a monopolist, and that further discovery will prove this 
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point, and that, following termination, BA-NY will return 

to, or substantially increase its presence in, the New York 

information services market. (If in fact it is no longer 

competing in this market). 

Bell Atlantic Mobile, a BA-NY subsidiary or 

affiliate, currently provides many pay-per-call information 

services to callers including traffic reports and Bloomberg 

financial news reports. 

Q.   Once the InfoFone services are terminated, would there 

be any barriers for BA-NY's re-entry into the market? 

A.   Once InfoFone services are terminated and the 

information providers, left with unsatisfactory, non viable 

telephone information alternatives, close their business, an 

unregulated BA-NY subsidiary could reenter the information 

services market and provide the same type of services 

previously provided, except without effective competition. 

If this were to occur, as I believe it will, an 

unregulated BA-NY information subsidiary will, I am advised, 

be able to earn monopoly profits on pay-per-call information 

programs using local seven digit dialing devoid of 

competition.  See Eisenstadt Test. 

Q.   What is your conclusion in view of the foregoing? 



A.        BA-NY's application to withdraw its InfoFone services 

tariff and terminate all InfoFone services should be denied, 

BA-NY should be required to comply with the terms of its 

InfoFone tariff, including its tariff for the 976 mass 

announcement service, contribution should be removed from 

all InfoFone services, and BA-NY should be required to 

assure call count accuracy for this service. 

Richard Cohen 

Sworn to before me this 
y^tiay of December L99 y or  December  1 

KENNETH G.WALSH 
Notary Public. State of New York 

No.02VVA-60mi6 
Qualified In Queens Countv 
Commission Expires W>/M/ff 

f:\horae\levy\3281\cohen.tst 
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NEW YORK STATE 
PUBLIC SERVICE COMMISSION 

Proceeding on Motion of the Commission to 
Investigate New York Telephone Company's 
Proposal to Discontinue Offering Information 
Services 

Case 98-C-1079 

Prefiled Testimony of Lawrence Weiss 

Q.   Please state your name, address and current occupation? 

A.   Lawrence Weiss.  I am a New York resident and President of 

Larry Weiss Associates, Inc., a provider of 540 information 

services and an audiotex service bureau.  Larry Weiss Associates 

and its predecessors, affiliates and other companies previously 

owned by me, are respectfully referred to herein as "LWA".  I 

submit this testimony in opposition to BA-NY's application for 

leave to withdraw all its InfoFone tariffs and terminate this 

service. 

Q.   Briefly describe your background? 

A.   I was involved in the broadcasting,  advertising, and 

electronics businesses during the period 1969 to 1988, working as 

a broadcaster, advertising company President, and senior 

executive for a major electronics retailer. 

Q.   How did you become interested in the telecommunication 

field? 
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2 A.   Throughout my life, I have been interested in electronics, 

3 telecommunications, computers and related "gadgets" and, in the 

^ early 1980's, began experimenting with the technology of 

^ combining voice recordings with computer memory.  In 1984, I 

g created what I believe was the first interactive audiotex 

7 bulletin board for singles.  It operated through a POTS line, 

g with monthly subscriptions paid by credit card.  Subscribers 

g could record a notice about themselves or send a message to 

JO another subscriber who previously recorded an ad.  The next year, 

11 1985, I created a similar service for the gay community. 

12 

13 Q-   Were there any drawbacks with the LWA POTS line business? 

A.   This LWA POTS line business was quite small, receiving only 

a few hundred calls per month.  The potential market for this 

service was limited by the subscription credit card format.  Few 

potential customers will subscribe to such a service on a monthly 

basis or pay for such calls by credit card.  Further, the credit 

card nature of the service resulted in unacceptably high 

chargebacks, great difficulties in billing because banks wanted 

credit card imprints, and high premium costs to LWA for bank 

credit card services, reducing LWA profits substantially. 
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Q.   How did you become an InfoFone information provider? 

A.   When BA-NY announced the creation of its IINS service in or 

about 1988, I foresaw an opportunity to create a different 

singles bulletin board business billed directly to callers 
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through BA-NY's monthly billing statements.  I terminated my 

existing programs and became an IINS information provider, 

forfeiting my existing POTS lines and the goodwill they had 

accrued, and created two 540 IINS dating bulletin board services 

in the New York metropolitan area LATA, one for heterosexuals and 

the other for the gay community. 

Based on my belief that, when operated as a pay-per-call 

InfoFone service through BA-NY, a singles bulletin board business 

had significant potential to grow and expand, I left my 

advertising business and at all times since 1988 I have 

exclusively engaged in providing telephone information services 

and providing relating services, including the operation of a 

service bureau which assists others in providing these services. 

Q.   Was LWA's switch from a POTS line to IINS successful? 

A.   My belief proved correct.  Upon the creation of LWA's IINS 

singles bulletin boards, call volume quickly increased to several 

thousand calls per week.  Both services are still in service, 

although call volumes are lower due in whole or in part to the 

tremendous competition from other providers who have since 

entered the IINS market and to my decision not to institute a 

summer advertising program or take other steps to promote the 

programs due to BA-NY's announcement last summer that it intended 

to terminate the service.  I believe there are now more than 50 

InfoFone telephone information providers providing such services 

in the New York metropolitan area LATA. 
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Q.   Has LWA expanded its InfoFone service since 1988? 

A.   In or about 1992, LWA started a new information service in 

Rhode Island offering time and weather information and soon 

instituted that IINS program in New York.  LWA's time and weather 

service offers local weather information, extended weather 

information and, where applicable, marine weather information.  I 

am not aware of any other local time and weather telephone 

information service that provides callers with an extended five 

day forecast and marine weather information. 

Additionally, beginning in or about 1989, LWA began to 

expand its singles bulletin board programs and later its time and 

weather programs into other New York and New England regions in 

which Bell Atlantic North and its predecessors provided InfoFone 

services.  Currently, LWA offers a gay bulletin board program in 

the Boston LATA and time and weather programs in the Buffalo, 

Syracuse, Binghamton, Albany, Poughkeepsie, Boston, Holyoke, 

Maine and Rhode Island LATAs.  LWA offers no telephone 

information services in any part of the country other than the 

areas served by Bell Atlantic North. 

Q.   Upon learning of BA-NY's decision to terminate the New York 

InfoFone services, did LWA scale back any of its plans for 

growth? 

A.   LWA had plans to set up two 976 numbers the summer of 1998, 

but those plans were placed on hold when BA-NY announced its 

intention to terminate its InfoFone service.  LWA also advised 
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perspective service bureau clients of BA-NY's intention to 

terminate the service, resulting in a loss of new service bureau 

business.  (See below pages 8-9) 

Q.   How do BA-NY's prices compare to those charged by other 

local exchange carriers in areas where LWA offers its services? 

A.   BA-NY's InfoFone charges are significantly higher than Bell 

Atlantic's charges for services in New England.  Although BA-NY 

charges LWA for its New York metropolitan area InfoFone service 

26 cents for the first minute, 7 cents for each additional 

minute, and 12 percent of the IPs per call charge to the caller, 

Bell Atlantic's other New England services (in Boston, Holyoke, 

Maine and Rhode Island) all charge substantially less.  For 

example, in Boston, Bell Atlantic charges 2 0 cents for the first 

minute and 6 cents for each additional minute with no additional 

percentage per call charge.' Although LWA charges a lower per 

call price in Boston (75 cents per minute) than in New York (95 

cents for the first minute) for its time and weather lines, LWA's 

gross margins are higher in Boston than in New York. 

Q.   Is price the only consideration which affects call volume? 

A.   LWA offers what it believes to be high quality, low priced 

services to its customers.  Although effective advertising 

affects call volume, so does price; lowering the price can result 

in increased volume.  LWA competes with National Telephone 

Enterprises, Inc. and many other providers of telephone 

information services singles bulletin boards. 
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Q.   Do LWA's services serve the public interest? 

A.   All LWA services serve the public interest.  New York 

residents have a vital interest in weather forecasts and LWA 

offers extended five day forecasts and marine forecasts not 

available anywhere else on an immediate demand basis unless the 

caller has a weather radio.  LWA's marine forecasts are virtually 

essential for sailors and fishermen deciding whether to go to sea 

at a particular time. 

Q.   How does LWA's dating bulletin board serve the public 

interest? 

A.   LWA's dating bulletin board serves the public interest, 

offering residents an opportunity to reach out, meet and talk 

with someone safely and anonymously by telephone, in a risk free 

manner.  Among other things, our gay bulletin board service 

offers men and women struggling with identity issues an 

opportunity to reach out to the community for connection and 

support. 

Q.   Can you identify other information services which serve the 

public interest? 

A.   Other InfoFone information services, often unavailable 

anywhere else in any other form, similarly operate in the public 

interest.  For example, one of the subscribers to the LWA service 

bureau offers a Russian language maritime employment service 

providing information that, to my knowledge, cannot be obtained 
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any place else.  Another former subscriber (now deceased) was a 

well known investment adviser who offered his unique and valuable 

expertise to busy investors, in a convenient easy access call. 

Still another provides information concerning other types of 

employment opportunities. 

The InfoFone time, weather, lottery and sports lines fulfill 

a need of New York residents to receive immediate, minute-by- 

minute updates on these events and opportunities. 

Q.   What will be the result to LWA, if BA-NY terminates its 

Infofone service? 

A.   In the event that BA-NY terminates its InfoFone service, LWA 

(and I believe the vast majority of the other InfoFone 

information providers) will be forced out of business, resulting 

in a loss of equity in the business slowly acquired over many 

years without compensation for that equity loss, and its tens of 

thousands, of loyal customers will be deprived of information 

services they have been relying on for nearly a decade.  As shown 

below, LWA cannot earn sufficient revenue to support this 

business through POTS lines, "900" services, or in any other 

manner. 
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Q,   Has the threat of termination by BA-NY effected LWA's 

service? 

A.   The threat of termination is already affecting LWA's 

services.  Advertising in newspapers and in broadcast media has 

been essential to the maintenance and growth of LWA's business 

and LWA has consistently engaged in a careful program of planned 

advertising, advertising at certain times and in certain ways to 

build call volume, and at other times when volume is high, 

reducing or eliminating its advertising.  Recently, through late 

1997 and early 1998, as part of a pre-planned media strategy, LWA 

placed its advertising placement on hold.  This past summer, LWA 

had intended to relaunch substantial advertising placement in the 

New York metropolitan area for its singles bulletin boards. 

However, with BA-NY's announcement, these plans have been 

deferred indefinitely pending a revaluation of this proceeding 

and a determination as to whether BA-NY's InfoFone service will 

continue.  There is no benefit from creating a new customer base 

through advertising if LWA will soon be forced out of business. 

The result of this reduction in advertising has been a steady 

decline in call volume for its singles services.  Additionally, 

LWA has in good conscience, had to turn away over a dozen 

prospective new IP clients who wanted to retain the services of 

its service bureau.  These prospective IPs were not aware of BA- 

NYs intentions (BA had not informed them) and they were prepared 

to invest considerable money and time in their new ventures not 

knowing they might be shut down within the year.  Upon my 
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informing them of BA-NY's proposed plans, some IPs decided to 

proceed, but most elected not to proceed, resulting in lost 

business for LWA.1 

Q.   What would become of LWA if BA-NY is successful in 

terminating its InfoFone services? 

A.   If BA-NY succeeded in terminating its InfoFone services, LWA 

would be forced to go out of business because there are no viable 

alternatives for providing this service, for the reasons 

discussed below. 

Q.   Is BA-NY correct when it says that InfoFone services can be 

provided by a CLEC? 

A.   Although BA-NY asserts that InfoFone services could be 

provided by a CLEC, I am unaware of any CLEC who is willing to 

provide such services. 

Q.   What would be entailed for a CLEC to provide service similar 

to BA-NY's? 

2d 1 While LWA has acted responsibly in this matter during 
24 this termination inquiry, BA-NY has not apparently acted 

with reasonable restraint and candor.  Although LWA's 
25 service bureau is now turning away new potential information 

providers in view of the possible termination, BA-NY has not 
26 done the same.  Rather BA-NY is continuing to take orders 

and collect money from new applicants without advising them 
27 that BA-NY intends to terminate this service 

28 
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A.   To provide this service, a CLEC would have to acquire and 

maintain sufficient switching equipment, lines and trunks to 

handle large call bursts generated by the InfoFone services.  The 

legendary high peak load for the service2 and the consequent low 

utilization rates for most lines leaves the equipment under- 

utilized except at times of peak load (e.g., during occasional 

lottery drawings and sporting events, etc.).  More important, a 

CLEC would have to arrange a billing and collection agreement 

with BA-NY to provide these services in a manner similar to the 

way they are currently provided; and an interconnection agreement 

with BA-NY to facilitate transport of the calls.  A CLEC would 

also have to make arrangements with a third party financial 

institution for safe management of the IP's money collected from 

BA-NY by the CLEC for the benefit of IPs. • 

Q.   Did you make any independent inquiry to see if there are any 

alternatives if BA-NY terminates its service? 

A.   Following BA-NY's announcement of its termination, I sought 

to determine whether a CLEC could service this business.  Even if 

a CLEC were willing to design and build the network, build or 

renovate a building to house the network, identify and obtain a 

site for the facility, and obtain financing for the project, all 
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quite expensive, BA-NY's own policies and procedures provide 

insuperable barriers to provision of these services by a CLEC. 

Although BA-NY offers billing and collection services to 

interexchange ("IXC") carriers, I am advised by BA-NY that, as a 

matter of policy, it will not provide billing and collection 

services to CLECs, has never done so, and is not set up to do so. 

Without BA-NY billing and collection, no such service can be 

provided since only BA-NY has access to information regarding the 

origination of such calls that would permit billing and 

collection.  BA-NY's billing and collection is also essential in 

order to enable the calls to appear on BA-NY's monthly phone 

bills, as they are today. 

Q.    If BA-NY's billing and collection services were available 

to CLECs would BA-NY pricing structure permit them to provide 

economical services? 

A.   Even if BA-NY were willing to change its policies and 

provide billing and collection services to CLECs, BA-NY's price 

structure would make it impossible for the CLEC to provide 

economically viable services.  I am advised that BA-NY charges 

about 30 cents per call to IXC's and 3rd party billers for 

billing and collection even though BA-NY's costs for this 

service, according to recent findings of the Commission in 93-C- 

0451, are two cents per call.  See Exh. E.  Aside from the 

unconscionable BA-NY profit from this unregulated service (1500 

percent per call), the high price that the CLEC would have to 
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charge to recover BA-NY's charges, its fixed and variable costs, 

and a reasonable profit would destroy the InfoFone service. 

Q.   Based on current pricing structure what would occur if BA-NY 

were permitted to discontinue its service and CLECs allowed to 

operate under the current pricing structure? 

A.   A CLEC would have to pay BA-NY at least 34 cents at current 

rates for a one minute call.  After adding the CLECs own costs 

and profit margins, the CLEC would likely have to charge the 

InfoFone IPs at least 60 cents per call for the first minute. 

This exceeds current charges to all callers to 976 services, 

forcing 976 MAS information providers out of business or 

requiring them to steeply increase their prices.  Such a price 

could also exceed interactive IPs first minute charge to callers 

for all 550 services and for many IINS services.  When other IP 

costs are added to such substantial charges included, such as the 

substantial advertising costs that this service requires, 

virtually no IP will be able to remain in business. 

Q.   Are there any other reservations that LWA has concerning 

operation under CLECs? 

A.   LWA opposes the use of a third-party CLEC for several other 

reasons.  First, IPs have no assurance that their existing 

telephone numbers will be seamlessly transitioned through this 

hypothetical CLEC.  According to the information imparted to IPs 

at the July 11, 1998 meeting, BA-NY intended to return all 
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InfoFone numbers to the North American Numbering Plan, an 

independent agency with no obligation to insure that information 

providers maintain their numbers at all, let alone seamlessly. 

Even if the North American Numbering Plan reassigned the numbers 

to a CLEC, the information providers have no assurances that they 

would receive them from the CLEC. 

Preservation of existing telephone numbers is essential to 

each and every information provider because of the goodwill that 

attaches to those numbers.  High volume services with substantial 

goodwill, which were generally developed over many years at 

substantial cost, are known to callers by their telephone 

numbers, not their corporate or trade names.  The transfer of 

those numbers to any party other than the present holder would 

transfer the goodwill of a business to that third-party without 

compensating the information provider. 

Neither BA-NY nor the Commission can guarantee that all 

InfoFone telephone numbers are allocated to the CLEC and that the 

CLEC will allocate them, seamlessly, to the existing holders.  A 

return of telephone numbers of this magnitude (if at all) to the 

North American Numbering Plan never occurred before; there is no 

precedent for what would occur or how it would occur.  This 

places each and every information provider in jeopardy in any 

transition to a CLEC. 

In addition, any CLEC who provides this service in place of 

BA-NY would be a largely unregulated monopolist.  As a 

monopolist, with no competition and limited regulatory oversight, 
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that CLEC would have every incentive to charge maximum -- i.e., 

monopoly -- prices.  LWA could not accept a transfer of this 

service to a supplier of monopoly services with inadequate 

constraints on the prices it can charge or the terms and 

conditions it can offer. 

A CLECs charges would be unacceptably high for the reasons 

discussed above.  Currently, LWA charges 95 cents per minute for 

its time and weather service.  If a CLEC charged 60 cents per 

minute, LWA could not cover those costs and remain in business 

due to the high costs of advertising and other costs of business 

Q.   Has LWA had any experience with CLECs or other non-Bell 

Atlantic services that would raise doubts regarding the ability 

of CLEC to provide this service? 

A. LWA opposes using a CLEC because of its prior unsatisfactory 

experiences with other carrier services in the past. Several 

years ago, LWA formed a service bureau and set up a co-located 

facility with MCI, a largely unregulated provider of pay-per-call 

services, at MCI's point of presence in East Meadow, New York, 

with 3 0 T-l's.  The experience was a nightmare. 

MCI regularly changed the rules and the rates, it would take 

six months for MCI to approve and install a new line, and MCI was 

highly unreliable.  Ultimately, LWA terminated its relationship 

with MCI, losing a large sum of money as a result. 

LWA also previously obtained several lines from Telesphere, 

an IXC "900" carrier who offered pay-per-call services, including 
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billing and collection.  Soon after LWA enrolled in that service, 

Telesphere terminated its business and filed for bankruptcy, 

without distributing to the IPs the IP money they had recovered 

from callers.  Although LWA lost money as a result of the 

bankruptcy, as a recent subscriber, its losses were modest as 

compared with the other long-term information provider 

subscribers, many of whom lost everything. 

Q.   Are "900" services a viable alternative in your opinion? 

A.   No.  Transfer of this service to an interexchange carrier 

("IXC") is unacceptable for several reasons.  First, an 

interexchange carrier would require that LWA obtain ten digit 

"900" numbers, and forfeit its existing seven digit number, 

including the goodwill in its telephone number and therefore in 

its business -- goodwill that it has taken years to accrue. 

Q.   How do rates for "900" services compare with rates for BA- 

NY's InfoFone service? 

A.   "900" rates are substantially higher than IINS rates, 

reflecting long distance charges between callers that may only be 

blocks apart.  AT&T charges customers 32 cents per minute and ten 

percent for billing and collection if they have T-ls.  If the 

customer has no T-ls, like LWA and the vast majority of the 

information providers, AT&T charges 44 cents per minute plus 15 

percent of customer charges for billing and collection.  In 
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addition, AT&T charges a $1,000 installation fee and $75 per 

month per telephone number. 

With InfoFone charges of 26 cents for the first minute, 7 

cents for each additional minutes, and 12 percent for billing and 

collecting, depending on the length of the call, AT&T per call 

charges can be as much as seven times higher than BA-NY's charges 

and its installation and monthly line charges are ten times 

higher. 

LWA could not continue its service if it had to pay AT&T 

rates.  Even if LWA quadrupled charges to customers to cover the 

increased costs, LWA could not survive because it would lose at 

least 90 percent of its business and still could not cover its 

costs due to declining volumes, let alone make a profit. 

Q.   Do "900" services differ in other respects from BA-NY's 

InfoFone services? 

A.   LWA offers its services locally and can only market them 

locally.  Dating bulletin boards and time and weather services 

are by their nature local.  Since "900" services are all 

nationwide and LWA cannot advertise nationwide, by subscribing to 

"900" services, LWA would be paying for services it will never 

use. 

Q.   Are there any other disadvantages to "900" services in your 

opinion? 
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A.   The perceived adverse image of "900" services in the market 

makes them undesirable.  "900" services conjure up images of 

scams and sleaze in the minds of many consumers.  A reputable 

service like LWA does not want to be associated with that 

stereotype. 

Consumers believe that "900" services, with their ten digit 

dialing numbers, are a high cost, long distance service.  Many 

will not call for that reason, without even obtaining rates for 

the service. 

Q.   Do POTS lines offer an acceptable alternative to LWA? 

A.   No.  LWA would never revert to providing its time and 

weather or its singles bulletin board services through a POTS 

line because it would require changing its telephone number, 

resulting in a forfeiture of the goodwill its lines have built up 

over the past decade. 

Also, the demand for a credit card business is insufficient 

to make it a viable business.  These calls are "impulse" calls; 

callers make them because they are convenient.  Many callers have 

no credit cards, but do have access to telephones.  Even for 

those callers that do have credit cards, credit cards are 

generally inconvenient and therefore unacceptable, requiring as 
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they do retrieving the credit card, dialing the credit card 

number, and waiting for approval.3 

Further, many potential callers are unwilling to use credit 

cards for safety concerns.  To use a credit card POTS line, a 

customer must be able to trust that the credit card information 

that it provides will not be abused by the information provider. 

Many cautious New Yorkers who would trust a well-known airline or 

department store with their credit card number would never trust 

information providers, who are known only by their telephone 

number and have little or no trade name recognition. 

Q.   What would the result be if LWA were required to use a POTS 

line? 

A.   If LWA services became a POTS credit card service, its 

dating bulletin board service would decline to by 90 percent 

(i.e. to 10 percent) of its' current volume and its weather 

service would decline to 5 percent. 

Q.   Are there any other viable alternatives to BA-NY's InfoFone 

service? 

3  The fact that callers do not like dialing extra numbers, 
luding credit card numbers, is evidenced by BA-NY's 411 
Victory assistance where many callers, after receiving a 
5;phone number from directory assistance, choose to have BA-NY 

cSTuiect the call directly for an extra 35 cents, rather than 
ling it themselves. 
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A.   There are no viable alternatives other than InfoFone for 

providing pay-per-call telephone information services to New York 

callers. 

Q.   What features of the InfoFone services do your customers 

find most appealing? 

A.   These Info-Fone services provide callers unwilling to wait 

with immediate, readily accessible information.  The information 

is particularly desirable to many customers who obtain weather, 

lottery, sports information, employment opportunities, and stock 

reports on demand, with no waiting, for a low fee.  The 

importance of impulse calling is shown by the fact that all 

households have telephone books, yet many people dial BA-NY's 411 

information service, at 35 cents per call, rather than opening 

their telephone book and obtain a number without cost. 

Q.   Are radio and television adequate alternatives to your 

services? 

A.   Radio and television are not substitutes because the 

customer must wait for the program with the desired information 

to air. Many services, like LWA's voice personal service, cannot 

be provided by radio or television.  The Internet is no 

substitute because many New Yorkers have no access to the 

Internet and many of the InfoFone services, such as the voice 

bulletin board service, cannot be provided by Internet. 

Moreover, obtaining information on the Internet is a much slower 
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process, since it takes time to boot up a computer, load 

software, dial in, log on, and find a web page.  Newspapers and 

magazines are not substitutes, providing new information only 

once per each 24 hours at most. 

I am unaware of any viable substitute for these programs 

that offers the low cost, availability on demand, universal 

access that this service offers to New Yorkers. 

Q.   Are call volumes declining? 

A.   BA-NY's October 6, 1998 Presentation states that one BA-NY 

reason for terminating this service is declining call volumes. 

IPs express no opinion on whether 976 MAS call volumes are 

declining.  But LWA does contest BA-NY's claim that IINS and GBS 

call volumes are necessarily declining. 

The IINS and GBS call volume figures contained in BA-NY's 

October 6, 1998 Presentation at best reflect a slight decline in 

IINS call volume.  However, I challenge the accuracy of the 

numbers in BA-NY's October 6, 1998 presentation.  Call count 

figures generated by LWA equipment invariably reveal that monthly 

BA-NY's call counts are often low by as much as 11 percent. 

Moreover, LWA's time and weather call volumes are not 

declining, even though LWA is withholding advertising of those 

services pending the outcome of this termination proceeding. 

Q.   Has LWA ever complained of inaccurate BA-NY's call counts? 

A.   From time to time, LWA has complained to BA-NY about these 
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discrepancies.- Whenever BA-NY sent an engineer to review these 

complaints and those engineers observed a discrepancy, LWA would 

never be able to locate the engineer after the review and BA-NY 

never pursued the engineer's findings. 

Q.   Can LWA accurately test BA-NY's claim regarding call volume? 

A.   LWA has no ability to test the accuracy of BA-NY's claims 

regarding call volume or its belief that IINS call counts 

understate call volumes because BA-NY has systematically declined 

to provide IPs with any information in response to information 

requests regarding this issue in this proceeding. 

Q.   Does LWA have any evidence to dispute BA-NY's call count 

accuracy? 

A.   In 93-C-0451, issues of call count accuracy were addressed 

for 976 MAS.  I am advised that the Commission found substantial 

inaccuracy for 976 call counts and that many of the call counts 

were manually adjusted.  I am also advised that, when IINS 

information providers requested that Judge Robinson permit them 

to participate in the 93-C-0451 proceeding, Judge Robinson 

rejected that request on November 20, 1995 and IINS was excluded 

from that proceeding.  Accordingly, IINS, GBS and Circuit 9 have 

had no opportunity to test the accuracy of BA-NY's claims 

regarding call counts for their services. 
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Thus, without disclosing proprietary plans which 

15       may from time to time be developed and changed, it is 
safe to assume that in one form or another NYNEX will 

15       offer services that compete with the IP's 976 messages 
This may occur directly or through various other types 

17 of offerings such as video information that would be 
cross elastic with IP messages.  NYNEX may choose to 

18 enter such businesses directly, or through various 
equity interests, joint ventures, partnerships or other 

19 alliances." 

20 See Exh. A.  Although BA-NY denied in answers to discovery 

21 requests in this proceeding that it intended to provide InfoFone 

22 services, it did not deny an intent to provide other information 

23 services. 

24 Despite BA-NY's persistent refusal to provide substantive 

25 answers to information requests concerning its past and present 

26 information programming, BA-NY currently owns several pay-per- 

27 call information services.  For example BA-NY currently provides 

28 

Q.   Does LWA have any evidence that BA-NY competes with 

information provider[s]? 

A.   Although BA-NY has refused to answer information requests 

describing information services that it, or any of its affiliates 

or subsidiaries, now provides or previously provided that compete 

with information services provided by InfoFone subscribers, BA-NY 

has previously represented its intention to provide such 

competing services. 

In a 1996 submission to the New York State Public Service 

Commission, BA-NY confirmed that it had provided such information 

programming in the past and that it would continue such services 

in the future, saying: 
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pay-per-call directory assistance service.  This service provides 

callers to 411 with telephone numbers, addresses and zip codes 

for listed telephone numbers at a cost of 35 cents per call. 

This BA-NY pay-per-call information service is no different 

than any information service provided by the InfoFone information 

providers, except that it involves three digit dialing rather 

than seven digit dialing is required.  Moreover, BA-NY has 

announced an intention to expand this pay-per-call service 

nationwide. 

Q.   Do you compete with BA-NY in providing information services? 

A.   BA-NY is my competitor at this time in providing time and 

weather services.  BA-NY began offering pay-per-call time and 

weather services at least a quarter century ago under the 936- 

1616 and 936-1212 numbers.  It continued with that service until 

in or about the early 1980's, when it was permitted to maintain 

ownership of the service, but required to spin off day-to-day 

operation of the service. 

Following that, BA-NY held an annual auction for the 

privilege of operating its time and weather services.  Based on 

invitations LWA received to bid, it is my best recollection that 

BA-NY recently placed a minimum bid of $500,000 on its weather 

number and $150,000-$200/000 on its time number.  Information 

concerning bids received and the amount that the winning bidder 

paid to BA-NY for this service are presently unknown. 
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Q.   Does any other affiliate of BA-NY offer information 

services? 

A.   Although BA-NY failed to answer information requests 

regarding this, Bell Atlantic-Mobile also offers a competing pay- 

per-call telephone traffic information line for a cost of 50 

cents per call, a Bloomberg financial news report, and many other 

pay-per-call information services. 

Q.   How do BA-NY charges compare with other local exchange 

carriers? 

A.   BA-NY's charges for its InfoFone service are far higher than 

those charged by Bell Atlantic local exchange carriers serving 

other areas.  While BA-NY charges 540 information providers 26 

cents for the first minute, 7 cents for each additional minute, 

and twelve percent of all revenues received. Bell Atlantic's 

local exchange carrier in Boston only charges 20 cents for the 

first minute and six cents for each additional minute, with no 

percentage per call charge. 

The Commission has made a finding that the per call cost for 

call origination and transport is 4 cents, 2 cents for call 

processing, and 2 cents for call billing and collection.  See 

Commission 97-7 Decision and Order in Case No. 93-C-0451.  These 

same rates should apply to IINS and GBS since the services are in 

material respects similar. 

BA-NY's current IINS charges (26 cents for the first minute, 

7 cents for each additional minute and 12% of the customers total 
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call costs) afford BA-NY substantial per call excess contribution 

(i.e., monopoly profits of $2.96 for a 20 minute call at 65 cents 

per minute and $3.90 for a 20 minute call billed at $1.00 per 

minute). 

Q.   What has been the effect on you of BA-NY's announced 

termination? 

A.   BA-NY's announced termination has had a substantial adverse 

effect on me personally.  I signed a contract on a new house just 

one week before the termination was announced.  Because of the 

dire economic threat posed by the termination, and the extreme 

anxiety it creates, I have become physically ill, suffering from 

a number of ailments, and have had to put off my planned wedding 

While I cannot presume to speak for all information providers, I 

believe that many others are suffering in much the same way. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

CONCLUSION 

In view of the foregoing, BA-NY should not be permitted 

to withdraw any of its InfoFone services and tariffs, 

contribution should be removed from the IINS, GBS and Circuit 9 

services, and BA-NY should be required to insure call count 

accuracy. 

Sworn to before me this 
//^day of December, 1998 

Notary Public 

KENNETH G. WALSH 
Notary Public, State of New York 

No.02WA-5011216 
Qualified In Queens County 
Commission Expires 04/12/?^ 

£;\home\levy\3281\weiss.cxt 

Lawrence Weiss 
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7 Prefiled Testimony of Walter Boxer 
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9 Q.   Please state your name and residence. 

10 A.   WALTER BOXER.  I am a New York resident. 

11 

12 Q-   Please identify the companies you represent? 

13 A.   I am the sole shareholder in Dynatech Communications, 

14 Inc. ("Dynatech") and Infotel, Inc. ("InfoTel"), both New 

15 York telephone information providers.  I have been a 

16 businessman for nearly twenty years. 

17 

18 Q.   Describe your background as an information provider? 

19 A.   I have been involved in providing telephone information 

20 services in the New York metropolitan area since December 

21 1986.  I have also been involved in industry trade 

22 associations for many years, serving as past President of 

23 the Association of Information Providers of New York, a 

24 trade association consisting of 30 - 40 information provider 

25 members. 

26 

27 Q.   Why are you submitting this testimony? 

28 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

A.   I submit this testimony in opposition to the 

application of New York Telephone Company d/b/a Bell 

Atlantic - New York ("BA-NY") for the right to terminate all 

its New York State InfoFone service, including all New York 

telephone information services provided by Dynatech and 

Infotel.  If BA-NY is permitted to terminate this service, 

Dynatech and Infotel's business will be destroyed, its 

employees will all be terminated, and its customers will be 

deprived of this service. 

Q.   When did you become a subscriber of BA-NY7 s InfoFone 

telephone information service? 

A.   In early 1982, I read about BA-NY's InfoFone telephone 

information service, became interested in it, and 

immediately applied for a line.  I was advised at that time 

that BA-NY had a waiting list of about five years for this 

service. 

Four to five years later, following an apparent 

expansion in the number of available channels from 22 to 44, 

I obtained a single mass announcement program from BA-NY. 

Q.   When were Dynatech and Infotel formed? 

A.   In or about April 1988, BA-NY commenced its IINS 

interactive service.  At or about that time, I formed two 

wholly owned New York corporations, Dynatech and Infotel, 

and obtained one IINS telephone number for each corporation. 



each number having numerous lines.  Since then, Dynatech and 

Infotel have grown significantly in both number of lines and 

call volume.  Today, Dynatech operates 45 information 

programs and Infotel operates 17 with seven employees. 

Q.   What telephone information services do Dynatech and 

Infotel offer? 

A.   Infotel, Inc. offers 540 psychic services in English 

and Spanish using BA-NY's InfoFone service.  Dynatech 

primarily operates adult programming, in English and 

Spanish, but also in Russian, and primarily using BA-NY's 

970 service. .1/ 

Q.   Please describe the background of the callers to 

services offered by Infotel and Dynatech and the reasons 

they call your service. 

A.   Many callers to these programs are Spanish speaking 

recent immigrants.  Many, including Spanish speaking 

immigrant callers who call the adult 970 lines, are truly 

seeking advice or just someone to speak to.  Subjects 

discussed on these calls, including subjects discussed on 

the 970 lines, often involve family, culture, social 
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services, friendship, loneliness, and other issues wholly- 

unrelated to adult entertainment. 

Q.   How are your companies services advertised? 

A.   Infotel and Dynatech both advertise their services, 

spending substantial sums on advertising each year. 

Dynatech and Infotel are among the largest advertisers in El 

Diario, the largest Spanish speaking language newspaper in 

New York, and in other alternate and local minority 

Manhattan newspapers, such as the Amsterdam News and the 

Manhattan Spirit. 

Q.   Does Dynatech offer services in other languages? 

A.   Dynatech. also offers Russian language adult programs 

and formerly offered Chinese language (Mandarin and 

Cantonese) programs that w6re advertised in local Russian 

and Chinese newspapers.  The Chinese program was terminated 

because call counts provided by BA-NY were 50% below the 

actual call count, as registered by Dynatech's own call 

receiving equipment (which has always proved 

accurate) . 2.1     After months of unsuccessfully attempting 

to induce BA-NY to correct the deficiencies in its local 

call count mechanism (the calls were mostly from Chinatown 

and Flushing), Dynatech was forced to cancel the service; 

27       2./ Dynatech uses an IVR to count every call to each of 
its information programs 

28 
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recovery of revenues on only 50% of the calls was inadequate 

to support the service. 

Q.   What would be the effect of termination of this 

service? 

A.   If BA-NY terminates this service, Dynatech and Infotel 

will terminate their business, all employees will be 

terminated, and thousands of New York customers will be 

deprived of desired services. 

Q.   Are there any competing local exchange carriers 

("CLECs") who have offered to provide similar service? 

A.   To my knowledge, there are no competing local exchange 

carriers ("CLECs") able and willing to provide this service. 

Even if there were, I would be reluctant to obtain services 

from them in view of my past experience in using a carrier 

other than BA-NY to provide these services. 

Q.   What past experiences would make you reluctant to 

subscribe to a service offered by a CLEC? 

A.   In or about January 1991, Infotel obtained a "900" line 

from Telesphere, an interexchange carrier ("IXC").  After 

leasing equipment to provide this service, spending 

substantial sums to operate this service, and spending 

amounts on advertising to create a customer base for these 

services, Telesphere, began appropriating revenues belonging 
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to information providers for their own use rather than 

passing them on to the information providers as required. 

In or about September 1991, Telesphere terminated its 

business and filed for bankruptcy, owing me and many other 

InfoFone providers very large sums of money, rendering our 

advertising useless, and leaving us with stranded equipment. 

I am therefore keenly aware of the devastating 

consequences to my business of an unreliable carrier.  It is 

my understanding that New York CLECs are generally small 

start up operators competing against the BA-NY monopoly.  A 

regular customer would be briefly inconvenienced if a CLEC 

went out of business, but could immediately move to another 

carrier, such as BA-NY.  But an InfoFone IP's business would 

be destroyed since there would be no other carriers offering 

the service and no place to transfer the business on an 

immediate basis. 

Moreover, I am aware of the service problems associated 

with the use of IXCs and CLECs.  In 1997, my companies 

subscribed to local service provided by Worldcom.  After 

being assured that WorldCom's services were identical to 

those offered by BA-NY, I learned that, on the contrary, 

Worldcom would not permit me to access BA-NY's InfoFone 

services through their lines.  Further, when service 

problems arose, Worldcom and BA-NY each found the other was 

to blame and refused to fix the problem.  The problem was 

only resolved when I switched back to BA-NY. 
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Q.   Are there any restrictive features to BA-NY's billing 

and collection agreement that you know of? 

A.   BA-NY's billing and collection agreement also permits 

BA-NY to preclude a carrier using BA-NY's billing and 

collection services from publishing a marketing message for 

information services provided by information service 

customers on the monthly customer bill if that message 

refers to or implies any direct competition with an 

information service provided by BA-NY.  See Exhibit C to BA- 

NY's IXC billing and collection agreement annexed as Exh. K. 

This provision could prevent information providers from 

advertising many services which compete with BA-NY. 

Q.   Has BA-NY ever provided, or is BA-NY now providing, 

information services that compete with the services offered 

by its InfoFone carriers. 

A.   It is my understanding that BA-NY began to provide 

telephone time and weather services nearly a quarter century 

ago as a monopoly service.  Following divestiture and the 

AT&T consent decree, BA-NY was permitted to continue to run 

that service, but was required to auction the right to 

operate the service to independent third parties. 

Since then, BA-NY has engaged in periodic auctions 

of the right to operate BA-NY's time and weather services 

and continues to realize financial benefits from its 

ownership of those services.  Accordingly, all other time 
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and weather services compete with BA-NY's time and weather 

service. 

Moreover, BA-NY has previously operated other 

information services business.  Several years ago, I was an 

advertiser in a BA-NY affiliate's information service known 

as Consumer Tips.  This BA-NY information service permitted 

callers to press telephone touch tone buttons to obtain 

various information services provided by BA-NY such as time, 

weather, lottery, sports, horoscopes, etc.  See Exh. I. 

Advertisers would pay New York Telephone a monthly fee for 

the right to advertise their services on New York 

Telephone's "Consumer Tips" Hotline.  It is my best 

recollection that many advertisers, including my companies 

and some other information providers, paid New York 

Telephone about $100 per month to advertise their services 

in connection with BA-NY's- "Consumer Tips" and that BA-NY 

promoted its own telephone information services in this way. 

My companies stopped advertising their services in 

connection with BA-NY's Consumer Tips information services 

in or about August 1997.  I do not know whether BA-NY 

continues to offer this service. 

Q.   What information services does BA-NY currently offer? 

A.   Currently BA-NY offers a pay-per-call telephone 

information service under the 411 exchange (35 cents per 

call, with an additional 35 cent charge for automatic 
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connection).  BA-NY may also offer other information 

services not presently known to me. 3./ 

BA-NY's past and present involvement in the 

provision of information services could deprive information 

providers of the right to require BA-NY to include valuable 

marketing inserts in BA-NY's bill to customers. 

Q.   Do "900" Information Services provide a viable 

alternative to the InfoFone information providers? 

A.   Carriage by an interexchange "900" carrier which 

suffers from the same inadequacies as carriage by a CLEC and 

has many other inadequacies.  First, a change to a "900" 

service would result in the IPs' loss of their seven digit 

telephone numbers.  To subscribe to a "900" service, the 

information providers must obtain a ten digit "900" 

telephone number.  An InfoFone telephone information 

providers seven digit number is vital to the provider 

because all the IP's goodwill is vested in its telephone 

numbers.  This goodwill would be destroyed if BA-NY IPs had 

to operate a "900" service through a different telephone 

number. 

Second, 900 carriers only offer nationwide 

service.  All Infotel customers and more than 90% of 

26 3./  It is impossible to know what telephone information 
services BA-NY operates, including what pay-per-call 

27 services it operates, in view of BA-NY's persistent refusal 
to respond to IPs discovery requests on this issue 

28 
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Dynatech customers are in the downstate New York 

metropolitan area LATA.  Although Dynatech has five AT&T 

"900" lines, these lines are for old services with small 

call volumes that Dynatech maintains only because of their 

goodwill; they are advertised only in the New York 

metropolitan area even though Dynatech pays for nationwide 

transmission of these services, and account for only 5-10% 

of Dynatech's customers. 

Since the TINS service began in 1988, other than 

my disastrous experience with Telesphere, I have had limited 

experience with "900" services, and those services have 

generally been unsatisfactory, especially in the last 

several years, because (i) the per call costs are much too 

high; 4/ (ii) many customers will not call a "900" 

service due to poor reputation or their unwillingness to 

dial a ten-digit long distance number, (iii) Dynatech only 

provides a local service, not a nationwide service, and only 

advertises locally, rendering AT&T's national coverage 

superfluous and costly and (iv) AT&T and MCI, the major 

"900" carriers, will not permit adult entertainment programs 

to be provided on their "900" networks. 

24 4/ AT&T costs are 32 cents per minute, 10% for billing 
and collection, and $500 per month for the first 900 number 

25 and $125 for each additional number plus line charges which 
for me total $800 per month.  In contrast, IINS charges are 

2G  2 6 cents for the first minute, only 7 cents for each 
additional minute and 12% for billing and collection with no 

27  additional charge for the first InfoFone number and total 
per lines charges of about $18 per month. 

28 
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Q.   Do POTs line services provide a viable alternative? 

A.   A POTS lines information service paid for by credit 

cards would also not be viable.  A substantial number of 

callers to my companies' lines are Spanish speaking 

immigrants and other minorities.  My research has indicated 

that few of these callers have credit cards.  If Infotel and 

Dynatech switched to a POTS line paid by credit cards,  most 

of my companies' callers would be deprived of the benefit of 

these modest cost services which provide them with someone 

who speaks their native language.  Accordingly, a POTS line 

would not be suitable for them and they would be deprived of 

these services.  A similar practical barrier would keep 

these customers from having access to computer internet 

services, at all. 

Q.   Are BA-NY's call counts accurate? 

A.   I described above the call count problems experienced 

with BA-NY's call counts for Dynatech's Chinese language 

service, which were off by 50%.  However, I believe that all 

BA-NY's call counts generally undercount calls by 

approximately 10% per month.  I have repeatedly complained 

to BA-NY about call count inaccuracy, but they have failed 

to take steps to correct the inaccuracy. 
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Conclusion 

In view of the foregoing and as otherwise set 

forth in the testimony of Richard Cohen, Larry Weiss, Oliver 

Oziel and Michael Marenick, BA-NY's request to withdraw its 

InfoFone tariffs should be denied and, BA-NY should 

compensate all IPs for inaccurate call counts, rectify all 

call count irregularities, and remove contribution from the 

InfoFone service, including the interactive (540 and 970), 

group bridging (550), and Circuit 9 services. 

Sworn to before me this 
t^Z  day of December, 1998 

Notary Public 

KENNETH G. WALSH     ^ 
Notary Public. State of New York 

NO.02WA-6011216 
Qualified in Queens Countv 
Commission Expires 04/12/^ 
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OF THE STATE OF NEW YORK 

IN THE MATTER OF NEW YORK TELEPHONE ) M   0c r 1079 
COMPANY'S PROPOSAL TO DISCONTINUE      )        Case No. 98-C-I079 
OFFERING INFORMATION SERVICES ) 

AinmuyTT OFDAV^M F.TSENSTADT, PhJP, 

STATE OF NEW YORK      ) 
COUNTY OF ) 

David M. Eisenstadt. Ph.D.. of lawful age, being first duly sworn deposes and states: 

1. My name is David M. Eisenstadt. I am a Principal at Microeconomic Consulting 

and Research Associates, an antitmst economics consulting fum located in Washington. D.C. 

2. Attached hereto and made a part hereof for all purposes is my Direct Testimony. 

3. I hereby swear and affirm that my answers contained in the attached testimony to 

the questions therein propounded are true and correct to the best of my knowledge and belief. 

-"••"'fj-    <r'--''-.\ s (Name) 

Subscribed and sworn to this Ijjt. day of December, 1998 

^                  My CommiBslonERJlws 
My Commission Expires:     :  

NotaryPublic 
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DIRECT TESTIMONY OF DAVID M. EISENSTADT, Ph.D 

1 

2 Q.       PLEASE STATE YOUR NAME AND BUSINESS ADDRESS 

3 A.       My name is David M. Eisenstadt. My business address is MiCRA, Suite 900,1155 

4 Connecticut Avenue, N.W., Washington, D.C. 20036. 

5 

6 Q.      WHAT IS YOUR PROFESSION AND BACKGROUND? 

7 A.       I am an economist and Principal at MiCRA, a Washington, D.C. based economics 

8 consulting and research firm specializing in antitrust and regulatory matters. I hold a 

9 Ph.D. in Economics from the University of Illinois. All MiCRA principles are former U.S. 

10 Department of Justice, Antitrust Division employees. I was employed at the DOJ from 

11 1979 -1984 as a Senior Economist. I have been a private economic consultant since 

12 1984. While at the DOJ, I was assigned to matters in the computer, defense, food 

13 products, and health care industries. In 1984,1 joined the telecommunications 

14 economics consulting firm of Cornell, Pelcovits, and Brenner as a senior economist where 

15 I worked on a variety of antitrust matters including telecommunications antitrust litigation 

16 involving AT&T and local exchange carriers. In 1986,1 joined several of my present 

17 partners at ICF Consulting Associates. In 1991 we broke off from ICF and formed 

18 MiCRA. My curriculum vitae is attached as an Exhibit to this affidavit. 

19 

20 
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Q.       WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING? 

A.       In November 1998.1 was contacted by counsel for the coalition of information 

providers (IPs) who use Bell-Atlantic New York's (BA-NY's) InfoFone services. I was 

asked to address the following economic issues: (1) whether the services that IPs purchase 

from B A-NY are an essential input and facility, (2) whether services provided by .IPs who 

6 use BA-NY's InfoFone services are likely to comprise one or more relevant product 

7 markets for antitrust purposes, and (3) whether the customers of these IPs are likely to 

8 pay higher prices if BA-NY terminates InfoFone services in the State of New York. 

9 

10 Q.       WOULD YOU PLEASE SUMMARIZE YOUR TESTIMONY? 

11 A.        BA-NY's InfoFone services are an essential input and facility into the production of pay- 

12 per-call information services to consumers.1 InfoFone services represent the current, low- 

13 • cost technology for providing certain pay-per-call information services provided in the 

14 New York City area. Buffalo. Albany, and other NY LATAs. Alternative technologies 

15 presently or hypothetically available to IPs are more expensive and, if used, would 

16 significantly increase IPs' costs of transport, processing, and billing and collection. 

17 

18 It is also the case that IPs who purchase BA-NY's InfoFone services compete most 

19 closely with IPs who also purchase InfoFone lines and provide similar services to their 

20 customers, and that termination of BA-NY's InfoFone services would result in significant 

'These services are an essential facility because, among other things. BA-NY is either an 
actual competitor or potential entrant into the provision of telephone information services. 
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1 price increases to their customers. The termination of InfoFone services would eliminate 

2 the benefits these customers derive from their present ability to choose among different 

3 IPs who offer services with this technology. Put another way. in the terminology of an 

4 antitrust economist, the services these IPs provide are likely to constitute one or more 

5 relevant product markets. 

6 

7 Q.       IN FORMING THIS OPINION, WHAT INFORMATION DID YOU RELY 

8 UPON? 

9 A.       I have relied on the following: the written testimony of IP providers who are interested 

10 parties to this proceeding, extended telephone interviews with IPs, BA-NY's presentation 

11 in support of its tariff filing in this matter, market definition principles, my experience as an 

12 antitrust economist, and economic logic. 

13 

14 Q:       WHAT INFORMATION SERVICES DOES BA-NY MAKE AVAILABLE TO IPs? 

15 A:       Since 1988, BA-NY has provided four types of pay-per-call services through its 

16 InfoFone services provided in New York State: (1) Downstate 976 Mass Announcement 

17 Services (MAS), (2) Interactive Information Network Services (HNS), (3) Group 

18 Bridging Services (GBS), and (4) Circuit 9. 976 MAS, HNS, and GBS services all permit 

19 seven digit dialing. Downstate, all four InfoFone services are provided by BA-NY 

20 through a single Ericsson AXE-10 switch. 

21 

22 
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WHAT IS THE DIFFERENCE BETWEEN 976 MAS, IINS, GBS, AND CIRCUIT 

2 9 SERVICES? 

3 A:       976 MAS services are mass announcement services using the 976 exchange. Callers 

4 receive an approximate one minute pre-recorded announcement such as weather, time. 

5 sports information, lottery information, etc. The use of an MAS switch permits 

6 thousands of callers to simultaneously listen to the message. Each 976-XXXX line is 

7 dedicated to a particular service.  In New York City. 976-1212 is the seven digit number 

8 for "weather." Over fifty end user services are currently provided using 976 MAS. BA- 

9 NY auctions 976-1212 (weather) and 976-1616 (time) every year. 

10 

11 HNS phone calls permit both normal conversation and, more typically, caller interaction 

12 with recorded programs. Callers use their touch tone pad to select recorded information, 

13 browse recorded messages, leave and receive messages, make inquiries, etc. Some DNS 

14 IPs offer sophisticated interactive programs with many options and features such as 

15 personal classified advertising bulletin boards. The services offered may include multiple 

16 browsing categories, automatic voice mail, or even one-on-one chat options. Less 

17 sophisticated programs provide fewer selections. IPs offer multiple services ranging from 

18 weather, foreign language programming, horoscope, sports, dating, and adult content. 

19 DNS can also be used to provide passive programming whereby the caller listens without 

20 participating in the path or direction of the call. 

21 

22 
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GBS is used for party conversations or chat lines among two or more participants using 

2 the 550 exchange.2 

3 

For all MoFone services, BA-NY provides the IPs with call origination, call transport, call 

processing, and billing and collection services. The IP's charge for each call appears on 

6 the BA-NY subscriber's monthly phone bill. 

7 

8 Q:       WHAT IS BA-NY'S TARIFF STRUCTURE TO IPs' FOR EACH OF THESE 

9 SERVICES? 

10 A.       Separate tariffs govern the pricing of each MoFone service to IPs. In the case of 976 

11 MAS, IPs pay BA-NY $0.18 per call. For DNS, BA.NY charges IPs $0.26 for the first 

12 minute of use, $0.07 for each additional minute, and 12 percent of the IP's total charge 

13 minus the charges for minutes of actual use. Line costs are about $30.00 per month, per 

14 line, including taxes and surcharge.3 An IP who charges customers $0.40 per minute 

15 would, for example, pay BA-NY $2.36 for a twenty minute call [$0.26 + 0.07x19 + 

16 (($0.40 x 20) - ($0.07x19 + $0.26)) x 0.12]. DNS IPs pay BA-NY its tariffed rates for 

17 call minutes when BA-NY removes charges from a subscriber's bill (a procedure known 

18 as "chargebacks"). 

19 

services 
Circuit 9 allows statewide calling using 10 digit dialing. Only a few providers of Circuit 9 

operate in the state and the IPs who offer these services are not part of the coalition. 

3Since thousands of calls are typically placed per month on the same line, and calls 
typically average about 20 minutes, the per-minute cost of the line charge is trivial. 
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For GBS, BA-NY's approved tariff is $0.10 per minute. Monthly GBS per line charges 

2 are $18 per line. 

3 

4 All InfoFone tariffs include (in the basic rate) an element for BA-NY's costs and 

5 contribution for billing and collection. In a prior proceeding, the New York Public 

6 Service Commission determined that the incremental cost to B A-NY of billing and 

7 collection was $0.02 for each 976 MAS call. 

8 

9 Q:       HOW DO IPs SET PRICES TO THEIR CUSTOMERS? 

10 A:       For 976 MAS. BA-NY sets the price; for other services, the IP can determine end user 

11 charges. For 976 MAS services, IPs are permitted by tariff to charge customers $0.40 per 

12 call. DNS IPs deteraiine their own customer pricing. For example, an UNS IP who 

13 charges $0.40 per minute bills the customer $8 for a twenty minute call ($0.40x20).4 DNS 

14 IPs whose billing structure can exceed $3.50 per call must provide a warning ("km") 

15 message within the first twenty seconds of the call to the caller.5 There are three 

16 permitted GBS end user tariffs; however, most IPs who offer this service charge $0.20 per 

17 minute of use. 

18 

4Forty cents per minute is roughly the "going rate" for some DNS dating services in the 
New York Metro LATA. 

3The kill message must convey the price for the call, the identity of the phone line, and 
instructions that the caller won't be charged if they hang up at that juncture. The announcement 
must be completed within ten seconds and the caller has twenty seconds to hang up. If the caller 
elects to hang up the IP is charged $0.10 for the call. 
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Q:       DO ALTERNATE TECHNOLOGIES PRESENTLY EXIST FOR PROVIDING 

2 PA Y-PER-CALL SERVICES? 

3 A:       Yes. but they are either more costly for the IPs and/or are inferior in terms of service 

4 quality or other attributes from the perspective of the IPs' pay-per-call customers. 

5 

6 Q:       WHAT ALTERNATE PAY-PER-CALL TECHNOLOGIES COULD PRESENTLY 

7 BE UTILIZED BY IPs? 

8 A:       There are two alternate technologies that IPs could utilize to offer pay-per-call services. 

9 The first is 900 dialing; the second is POTS in conjunction with credit card billing. For a 

10 variety of reasons, IPs indicated they preferred 900 service to credit card billing and use of 

11 POTS. 

12 

13 From the perspective of the IPs, 900 service is a considerably more expensive technology 

14 than BA-NY's InfoFone services. For small IPs who comprise the majority of providers, 

15 the incremental, per-minute cost of transport, billing and collection is about four times 

16 greater when 900 lines are used, and more than double the cost for the largest IPs. 

17 

18 For very large IPs, 900 transport costs can average rates as low as $0.22 per minute. 

19 Billing and collection costs are assessed separately, and typically average about 8-10 

20 percent of the IP's charge for the call. Additionally, chargebacks are higher when 900 

21 carriers perform billing and collection. One IP indicated that chargebacks for 900 service 

22 average 35-40 percent compared to about 10 percent when BA-NY bills subscribers for 
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IINS calls. Hence, when 900 calling is used, chargebacks are about 250 percent higher. 

For the smaller IPs. who comprise the vast majority of DNS providers, and who do not 

digital (T-l) lines, AT&T 900 rates are $0.44 per minute and 15 percent for 4 possess 

5 billing and collection.6 

6 

7 To appreciate the magnitude of the cost difference between 900 service and the cost of 

8 an DNS line, the transport, and billing and collection cost to an n> of an additional DNS 

9 minute purchased from BA-NY is about $0.12 if the IP charges customers $0.40 per 

10 minute.7   This expense includes billing and collection and expected chargebacks. For the 

11 largest IPs, the incremental transport, billing and collection cost of a minute of 900 service 

12 is $0.34, including the higher chargebacks. if the n> continues to charge $0.40 per minute.8 

13 Hence, when the largest IPs use 900 service, rather than DNS lines, their transport, billing 

14 and collection costs per minute increase by nearly 200 percent. 

'The 15 percent charge for billing and collection is based on the entire amount of the IP's 
charge. 

7The incremental cost per minute equals $0.07 per minute, plus the IP's charge per minute 
minus the cost for a minute of use multiplied by 12 percent. For an IP who charges customers 
$0 40 a minute, an incremental DNS minute costs the IP about $0.11 (($0.07 + 0.12 x ($0.40-^ 
$0.07)) . Chargebacks, which average 10 percent, add approximately another $0.01 to the W s 
per-minute cost. 

"The incremental cost per minute is $0.22 plus ten percent of the IP's charge per minute, 
plus chargebacks which equal 35 percent of the cost for minutes of use ($0.22 + $0.04 + $0.08). 
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1 For the smaller IPs who purchase 900 lines at $0.44 per minute, the magnitude of the 

2 disparity is even larger and amounts to a more than 400 percent increase. Including 

3 chargebacks, the incremental cost of a minute of 900 service for these IPs is about $0.65 if 

4 the IP charges $0.40 per minute.9 

5 

6 Compared to current DNS rates, use of 900 service would increase transport, and billing 

7 and collection costs for most HNS IPs by over fifty cents a minute and roughly a quarter 

8 per minute for the largest IPs. Neither small nor very large IPs could remain in business 

9 and maintain charges at $0.40 per minute. Instead, prices to customers would increase 

10 significantly if 900 service is used in lieu of DNS. One large IP estimated that if it 

11 maintained its current call volume, its prices would double if HNS lines were replaced with 

12 900 service. For the smaller IPs, initial price increases would be substantially more. 

13 

14 The other available technology is credit card billing used in conjunction with POTS 

15 service. Card billing is impractical for short, mass announcement services like time and 

16 weather. IPs would incur significant start up costs marketing and advertising numbers for 

17 POTS service. And, discussed below, there are significant reasons why customers prefer 

18 not to use credit cards as a method of payment. 

'The incremental cost per minute is $0.44, plus fifteen percent multiplied by the IP's 
charge per minute, plus chargebacks which equal 35 percent of the cost of minutes of use ($0.44 
+ $0.06 + $0.15). Obviously, no IP would attempt to charge $0.40 per minute when transport 
charges alone are four cents higher. Because the incremental cost of a minute is partly determined 
by an IP's customer charges, the example is offered to provide an apples-to-apples comparison of 
IPs' costs using HNS vs. 900 service. 
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Q:      DO OTHER POSSIBLE TECHNOLOGIES EXIST? 

BA-NY claims that competing local exchange carriers (CLECs) could hypothetically 

provide information services. Because there are no current CI^C proposals for me to 

evaluate, I am unable to compute the transport, billing and collection costs that IPs would 

5 incur. However, one IP has estimated that a CLEG would have to charge approximately 

6 $0.60 for the first minute of use, more than double what BA-NY charges ONS IPs.10 

7 Moreover, there are serious questions regarding whether CLECs would or could provide 

8 the service. No CLEG has expressed interest in offering any InfoFone service that B A- 

9 NY now offers. CLECs have neither approached IPs. nor come forward at any of the 

10 meetings hosted by BA-NY and offered to assume provision of any InfoFone service. For 

11 mass announcement services, it is questionable whether CLECs have the switch capacity 

12 to handle the call bursts associated with peak demand. A CLEC must also arrange for 

13 billing and collection. For the call charge to appear on a BA-NY subscriber's bill, the 

14 CLEC would have to provide call detail to BA-NY.  One IP has determined, however. 

15 that BA-NY's billing and collection department will not provide billing and collection to a 

16 CLEC. 

17 

18 Even if these technical and institutional constraints could be eliminated, some IP costs 

19 would almost certainly increase. IPs will have to spend additional sums in the transition 

20 process. For example, there is no guarantee that IPs would keep their current seven digit 

21 numbers. BA-NY proposes to return all numbers based on the 540, 550. 970. and 976 

10The BA-NY charge for the first minute of use to ENS IPs is $0.26. 
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1 exchanges to the North American Numbering Plan. There are no assurances that the same 

2 seven digit numbers will be assigned to the IPs who presently operate them. The numbers 

3 are, however, a valuable asset to the IPs. In some cases, the four digit dialing suffix spells 

4 a "vanity" word that callers associate with the specific service. In others cases, they have 

5 simply memorized the IP's number. IPs will incur significant marketing expenses if these 

6 numbers are reassigned. 

7 

8 Q:       ARE INFORMATION SERVICES THAT RELY ON ALTERNATIVE 

9 TECHNOLOGIES GOOD SUBSTITUTES FOR THOSE PROVIDED VIA BA- 

10 NY'S INFOFONE SERVICES FROM THE PERSPECTIVE OF END USERS? 

11 A;        No. Alternative services are either more expensive, and/or do not offer the same 

12 attributes as pay-per-call services using BAW's InfoFone services. 

13 

14 900 dialing is not a good substitute for pay-per-call services using InfoFone. First and 

15 foremost, 900 service is more expensive. Typical per minute customer charges for 900 

16 dating services are two-to-three times more than customer charges on HNS date lines. 

17 Second, 900 services require 10 digit dialing compared to only 7 digit dialing for HNS 

18 services. The need for 10 digit dialing reduces demand and call volume. Also, there is a 

19 stigma attached to using 900 prefixes, and this suppresses the demand for non-adult 

20 content services on these lines. 

21 

22 Credit card billing via POTS lines is even less preferred by IPs and their customers for 
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! several reasons, first, usage of HNS such as dating services, lottery results, sports lines, 

2 weather information, and adult programming is typically an impulse purchase and not 

3 conducive to credit card billing. One IP which offers an DNS weather line indicated it 

would discontinue this service rather than offer it through credit card billing and POTS. 

Second, many customers are reluctant to provide credit card information over the 

6 telephone. Third, for some services, the caller demographics of credit card users are 

7 probably different from the demographic characteristics of callers who use DNS lines. For 

8 these services, credit card users are likely to be older and more affluent, while pay-per-call 

9 customers are more likely to be minorities, some of whom may lack active credit cards. 

10 One IP indicated that given the lower transport costs associated with POTS service. IPs 

11 would be foolish to purchase HNS lines if credit card billing in conjunction with POTS 

12 was truly a good alternative. The same provider indicated that in Pennsylvania, where it 

13 offers a service that is significantly less expensive if payment is made using credit card, the 

14 vast majority of callers refuse to use this form of billing. 

15 

16 IPs who offer both services (credit card billing on POTS lines and pay-per-call services 

17 using UNS) indicated that the volume of calls on HNS lines dwarfs the volume of credit 

18 card calls using POTS lines, even though the generic service (e.g.. dating) is the same. 

19 

20 Many services provided through the Internet are inferior to pay-per-call technologies. 

21 Only a fraction of households have Internet service. Second. InfoFone services, like mass 

22 announcements for weather cannot practically be offered on the Internet. Third, for DNS 
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! services such as dating, the Internet is an imperfect substitute because voice 

2 communication is, at present, largely unavailable. That BA-NY's HNS call revenues have 

3 remained relatively stable over the past several years, while Internet traffic has significantly 

4 grown, suggests that the growth of the Internet has had limited effect on the overall 

5 demand for 1INS pay-per-call services.11 

6 

7 Q:       WOULD END USER SERVICES PROVIDED THROUGH TINS CONSTITUTE A 

8 SEPARATE ANTITRUST PRODUCT MARKET? 

9 A:        Yes. The 1992 Joint Department of JusUce and Federal Trade Commission Merger 

10 Guidelines (Merger Guidelines) elaborate the paradigm used to define relevant markets. 

11 Generally speaking, the relevant market contains the smallest group of competitors who 

12 would have to merge, or price in a coordinated fashion, to raise price profitably 5 -10 

13 percent, for a non-transitory period of time.12 This group of firms is termed a 

14 "hypothetical" monopolist. The determination of whether a hypothetical monopolist of a 

15 service could profitably raise prices above current or competitive levels is now a widely 

16 accepted methodology for determining relevant market boundaries by antitrust 

17 economists. 

18 

19 The available evidence indicates that at least several services provided by HNS IPs are 

UBA-NY "PRESENTATION IN SUPPORT OF TARIFF FILING," October 6.1998. 

I2U.S. Department of Justice and Federal Trade Commission, Horizontal Merger 
Guidelines. April 1992. 
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likely to be relevant markets under the Merger Guidelines. The testimony of IPs who 

offer dating and adult content services indicates that competition between them, rather 

than competition between HNS IPs and other types of information providers acts as the 

principal constraint on prices they charge to their customers. Accordingly, if these IPs 

incur a collective input price increase which amounts to a doubling to quadrupling of their 

6 costs for transport, billing and coUection, the rates they charge to customers will increase 

7 significantly. 

8 

9 Q:       WHAT TYPES OF EVIDENCE DOES AN ANTITRUST ECONOMIST USE TO 

10 DETERMINE WHETHER A GROUP OF SERVICES CONSTITUTES A 

11 RELEVANT PRODUCT MARKET? 

12 A:       Several types of evidence are examined. First, the actual pricing practices of 1INS IPs 

13 reveal whether other forms of information services are good substitutes. UNS IPs stated 

14 their prices are determined by BA-NY's tariffs, as well as the extent of competition from 

15 other DNS IPs. 

16 

17 A second piece of evidence is the closeness of competition among DNS IPs.  Closeness of 

18 competition is measured using a statistic known as the diversion ratio. The diversion ratio 

19 measures the fraction of lost sales siphoned by different competitors when a firm or group 

20 of firms unilaterally raise price. HNS IPs indicated that the vast majority of any lost sales 

21 volume associated with a unilateral price increase goes to other HNS IPs who offer the 

22 same service. This makes HNS IPs closer competitors to each other than to other types of 
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1 information providers. The high diversion ratio between them also indicates that a 

2 hypothetical merger among all HNS IPs who offer the same service would result in 

3 significant price increases. 

4 

5 A third piece of evidence comes from IPs' predictions of their prices if each was granted a 

6 monopoly over the particular HNS service they offer. The amount by which a 

7 hypothetical monopolist of DNS services would raise end user prices varies by the type of 

8 end user service. In the case of dating services, one IP indicated that it could profitably 

9 raise the price of a call from $0.35 up to approximately $0.55 per minute, a more than 50 

10 percent price increase. Another believed that price increases of 30 - 50 percent would be 

11 profitable. Even at these higher rates, dating services using DNS would still be 

12 significantly less than the cheapest 900 rates in New York State. 

13 

14 A hypothetical monopolist of an DNS weather line would have less discretion, although 

15 prices could still be profitably raised by a small amount. 

16 

17 Q:      IN YOUR OPINION WOULD THE ELIMINATION OF INFOFONE SERVICES 

18 RESULT IN SIGNIFICANT PRICE INCREASES TO CONSUMERS WHO NOW 

19 PURCHASE IINS? 

20 A:       Yes. the next best cuirent alternate technology to HNS is 900 service. If all HNS IPs 

21 migrate to 900 technology, they will incur a common input price increase that will be 

22 passed through to customers. If the long run supply curve facing IPs is horizontal, prices 
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will increase by the full amount of the cost increase.   Consistent with this, one IP 

2 predicted that prices would double if HNS IPs migrated to 900 service. 

3 

4 

Q:       WHAT IS THE CONSUMER HARM THAT WOULD BE ASSOCIATED WITH 

6 THIS PRICE INCREASE? 

7 A:       The higher prices would choke off demand for these services. Many present users of these 

8 services will find them too expensive and drop out of the market. From an equity point of 

9 view, I would not be surprised if those that discontinued purchasing were the least affluent 

10   • callers who are least able to afford more expensive, alternative services. 

11 

12 Q:       WHAT IS BA-NY'S INCENTIVE TO TERMINATE INFOFONE SERVICES? 

13 A:       I am informed by counsel that BA-NY has refused to provide information that is relevant 

14 to this issue. BA-NY did offer its own telephone information services at one time. One 

15 1996 BA-NY document indicates the company may offer future services competitive to 

16 976 MAS and HNS .13 Therefore, BA-NY could have an anticompetitive motive for 

17 terminating INFOFONE services. 

18 

19 

20 

"Direct Presentation of New York Telephone Pursuant to February 12.1996 submission 
by Amy D. Kanengiser, Case No. 930451. 
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WHAT WOULD HAPPEN IF BA-NY TERMINATED INFOFONE SERVICES, 

CURRENT IPs EXITED, AND BA-NY RE-ENTERED THE TELEPHONE 

INFORMATION SERVICES MARKET? 

In the worst case, if BA-NY (1) provided services similar to those now offered by DNS 

and/or MAS IPs, (2) utilized a technology which had a similar cost structure to MoFone 

6 services, and (3) did not allow prospective IPs equal access, it would gain a downstream 

7 monopoly on certain pay-per-call information services. 

8 

9 Q:       WHAT ARE THE POSSIBLE CONSEQUENCES IF INFOFONE IS 

10 TERMINATED AND BA-NY'S RATES FOR BILLING AND COLLECTION ARE 

11 UNREGULATED BY THE NY PSC? 

12 A:       IPs believe that it is feasible for only BA-NY to perform billing and collection, even if 

13 INFOFONE is terminated. Because BA-NY has a virtual monopoly on local phone 

14 service in New York, and virtually all calls originate on BA-NY lines, it is the only entity 

15 that can practically provide originating call detail to any billing service (including its own). 

16 Elsewhere, the PSC has determined that billing and collection are unregulated services, 

17 including the prices that BA-NY could charge to provide this call detail to a third party. 

1 g Currently, BA-NY billing and collection rates are included in its tariffs to IPs and 

19 therefore are regulated. If INFOFONE is terminated, billing and collection provided by 

20 BA-NY would be an unregulated service. 

21 

22 There is a potential danger that BA-NY would monopoly leverage - use its monopoly 
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position in local phone service to gain a monopoly in an ancillary market, such as call 

billing and collection. A possible motive for this is to evade regulation on tariffed services 

through unregulated services such as billing. 
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

Proceedinq on Motion of the Cotnmiasion to 
Investigate New York Telephone Company a 
Proposal. t:o Discontinue Offering Information 

Case 98-C-1079 

0.  Stnte your name, address, and occupation. 

A.  ELWIN MACOMBER.  I reside in New HampsMre and am the owner 

of Macomber Communications and Computer Technology ("MCCT"), a 

New Hampshire proprietorship. 

Q.  Describe the history of MCCT and identify the services that 

it providers? 

A-  MCCT began operation in 1992 with no employees other than 

myself; today it has eighteen employees with installations in 

over 51 countries.  MCCT is engaged in distributing and 

installing switching products, such as ACDs, and in the 

manufacturing of interactive voice response units ("IVRS"). 

Q.  Describe your background and your experience in the area of 

audiotex and teleconferencing. 

A-  I attended Norwich University majoring in Physics with a 

minor in Chemistry.  I have been involved in the technical side 

of audiotex and teleconferencing services since in or about 1987. 
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Before forming my own company, MCCT, in 1992,   i was a 

soirtwai e engineer f:or Mult-.i-Link fior teleconlierencincj, dialogic 

and oth.er products. I also worked for "raiking Systems, a company 

that distributed IVRs and ITT-3100 PBX systems. 

I have installed conference bridge switches, IVRs and 

other teleconferencing equipment, including New Bridge 3600 

bandwith managers, in over 70 telephone company central offices, 

including Sprint and MCI.  I am experienced in the installation 

of a variety of switches such as switches made by NEC, Siemens, 

AT&T, and Northern, and in the manufacturing of teleconferencing 

products such as a Multi-Link Conference Bridge.  I am certified 

in the installation and maintenance of the 3100 switch, the 

Millennium switch, the New Bridge 3600 band-width manager, and 

the New Bridge 3 624 channel ban 

Q.  Are you familiar with telephone pay-per-call services 

generally and with New York Telephone Company d/b/a Bell Atlantic 

New York ("BA-NY") InfoFone services in particular. 

A.  In 1987, I was one of the first field engineers to install 

550 group bridging equipment for New York Telephone Company's 

InfoFone service.  Since then, I have worked with many of the BA- 

NY InfoFone information providers in connection with the design 

and installation of equipment necessary to provide InfoFone 

information services. 
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Q.  Are YOU familiar with UA-NY'rc clai.mn that., if: it i;;( required 

to migrate it.B InfoFone Bt'rvice'a from the Ericsson switch to 

another switch, such as BA-NY's 5ESS switch located at ita Vtoat 

18th .Street facility in Manhattan, it will no longer be able to 

provide broadcast services to its 97 6 mass announcement 

information provider aubecribero, 

A.  I have reviewed BA-NY's October 6, 1998 Presentation to the 

Commission and have also reviewed BA-NY's answers to information 

requests from PPI and from IPs in which BA-NY makes that claim. 

I also recognize that BA-NY has refused to answer most of the 

information requests directed to it regarding this matter. 

Q.  In your opinion, is it possible for BA-NY to provide a 

broadcast function for the 976 mass announcement service after 

migration of the InfoFone service from the Ericsson switch and, 

if so, how? 

A.  Yes.  Although there may be more than one way in which this 

can be accomplished, I know that such a broadcast function can be 

provided in the following way at a relatively modest cost. 

BA-NY can provide the service by using IVR/VRU 

equipment connected to, e^g^, BA-NY's BESS switch at West 18th 

Street.  The IVR/VRU system would allow for voice storage and 

playback of each information provider's specific message 

according to the number dialed.  The connection between the 

IVR/VRU and the 5ESS switch would be made through multiple T-l 
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simultaneous calls at peak, call handling time to show how this 

would work. 

To handle that peak volume, 4 5 T-l connections would be 

needed to connect the 5ESS switch to the IVR/VRU system.  Each 

information provider would be assigned a list of DNIS numbers 

that would correspond to its existing 976 telephone numbers.  The 

BESS switch would process the call and present the call to the 

IVR/VRU via a T-l connection.  The BESS would send the DNIS to 

the IVR/VRU in order to set up and play the appropriate message 

to the caller. 

Updating the message for each information provider 

would be done remotely via a voice connection with an ID number 

and password protection.  A common RAID system would insure that 

a common database and voice resource was kept between the 

multiple IVR systems.  Redundant hot swap -48 VDC power supplies, 

hard drives and network mirrored systems would insure twenty four 

hours a day, seven days a week, 36B days a year operation. 

I have put together a tentative quote for a system 

based on an assumption that there would be no more than 1080 

simultaneous calls at any given time.  A copy of that quote is 

annexed as Exhibit L.  If BA-NY would provide information 

regarding peak hours, I would provide a more precise estimate of 

costs. 

Q.  Are you familiar with BA-NY's claim that the Ericsson switch 

is not year 2000 complaint. 
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regard:! nq peak hours, T would provide a more precise estimate of 

cost:? . 

Q.  Are you familiar with BA-NY's claim that the Ericsaon switch 

is not year 2000 complaint. 

A.  Yes.  In a letter from Mr. Charlie Stroud to Mr. George 

Korsanos dated May 29, 1998 which is annexed hereto as Exhibit 

J, Mr. Stroud discusses certain problems that "could" occur. 

However, he offers no evidence that would prove that any of these 

potential problems would in fact occur in the transition of the 

Ericsson switch to the year 2000. 

Q.  Do you know whether there is such a year 2000 problem with 

the Ericsson IMAS switch and, if not, is there any way to 

determine whether there is such a problem? 

A.  If Ericsson cannot say with certainty whether there is a 

problem, I certainly cannot.  However, it is possible to 

determine at this time whether there is such a problem. 

A controlled test could, and should, be run at this 

time by setting the clock forward to the year 2000 to measure the 

effects of the year 2000 on the switch.  This can be done because 

the switch is not used for accounting purposes.  By setting the 

switch ahead to year 2000 at this time, we can prove or disprove 

whether there will be year 2 000 problems.  If problems arise, the 

switch can immediately be turned back to the present. 



<l 0-  TJ: there are year 2 00 0 problema, potential or 

a  actnnl, in there any possible nolution to these problems short of 

4  migrating trom the Ericanon switch to another switch before the 

year ?.0 0'.) arrives. 

TV.  An inexpensive solution to the year 2000 problem 

would be to set the Ericsson switch clock back to a prior year in 

the twentieth century which matches the year 2000.  This should 

be a seamless transition that would avoid any year 2000 problems 

that might otherwise exist.  A test in which the- clock were 

turned back could be run at this time to determine whether year 

2000 concerns can be addressed in this manner. 
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Elwin Macomber 
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

Proceeding on Motion of the Commission to 
Investigate New York Telephone Company s 
Proposal to Discontinue Offering Informataon 
Services 

Case 98-C-1079 

Q.   Please state your name and residence. 

A.  MICHAEL MARENICK.  I am a resident of New Jersey. 

Q.   please state the reason why you are submitting this 

testimony- 

A.  I am the sole shareholder in Marenick, Inc. 

("Marenick"), an InfoFone telephone information 

provider ("IP") for the past 10 years.  New York 

Telephone Company d/b/a Bell Atlantic - New York ("BA- 

NY" seeks to terminate its services to all InfoFone 

information providers, including Marenick.  I submit 

this testimony in opposition to the application of BA- 

NY for the right to terminate its New York InfoFone 

service, including all New York telephone information 

service provided by Marenick. 
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Q.   What are the consequences to Marenicfc, if BA-NY 
terminates this service? 

A.   If BA-NY terminates this service, Marenick will be 

forced to shut down its business and Marenick's 

numerous customers will be deprived of its service. 
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Q.  Do 900 services offer a viable alternative to Marenick? 

A.   "goo" services do not offer a viable alternative.  The 

reasons for this, inter alia, are that "900" services 

are substantially higher priced, they are nationwide 

while Marenick's business is local, and Marenick's 

telephone number will be forfeited, and much or all of 

its goodwill lost, in any transfer to a "900" service. 

Moreover, many reputable businesses seeking zip code 

information would be unwilling to obtain this 

information by calling n900n numbers in view of the 

unsavory reputation of that service. 

Q.  Do you know of any competing local exchange carrier 
("CLEG") or service bureau willing to provide this 
InfoFon© serwice. 

A.  I know of no CLEC or service bureau that has offered to 

provide the InfoFone service. 

Q.  Has Marenick made recent expenditures to improve its 
service? 

A.   This past summer, Marenick invested a substantial sum 

in order to provide a more efficient service in the New 

York Metropolitan area. At no time prior to this 

expenditure did BA-NY advise Marenick or any of the 

other InfoFone IPs that it intended to discontinue the 

InfoFone service. 
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Q. 
Has Marenick experience any discrepancies with BA-NY'a 
call counts? 

Over the past few years. Marenick has experienced call 

count problems with BA-NY. These inaccurate counts 

have been as high as 20% of Marenick's call volume. 

When I complained of these problems, BA-NY 

representatives advised me that their machines went 

down but the problems were never rectified. 

Conclusion 

Based upon the foregoing and as set forth in 

testimony, BA-NY's request to withdraw its infoFone tariffs 

should be denied, and BA-NY should be directed to compensate 

all IPs for inaccurate call counts, fix the call count 

irregularities, and file a tariff removing contribution from 

all the InfoFone services, including the InfoFone service to 

Marenick and the other 540 subscribers. 

Michael Marenick 

Sworn to before me this 
^/Aoday of December, 1998, 

Notary Public 

SARA F. MfllER 
MTAPY PUT.IC OF NW JTRSEY 

MY raJi-ii'JsioN PKtEs m t.jooo 
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Case 98-C-1079 

Prefiled Testimony of Jay Thomas 

Q.   Please state your name and residence. 

A.   Jay Thomas, a New York resident. 

Q.   Please identify your title and company name. 

A.   I am the Chairman of New Capital Resources, Inc. ("New 

Capital"). 

Q.   How long have you been with New Capital? 

A.   I began New Capital three years ago.  Prior to that, I 

was a Partner in Morrisania Development Company 

("Morrisania"). 

Q.   What business is New Capital engaged in? 

A.   New Capital operates several "540" lines which provide 

callers with information on business and employment 

opportunities.  Recently, we have established a service 

providing callers with information on educational 

grants and funding for higher education. 



1 

2 
Q.   How did you learn of IINS service? 

3 
A.   When Morrisania first started, we provided our 
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Q.   How did you market and advertise your services? 

20 
A.   New Capital and Morrisania advertise their programming 
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customers with an information booklet on employment 

opportunities through the mail.  However that method of 

delivering our services was ineffective to both our 

customers seeking employment and employers seeking to 

fill vacancies. 

Then I became aware of someone advertising apartments 

via "540" lines.  I realized that this would be the 

perfect vehicle for our services. 

Thereafter, we applied for and received designated 

lines on the IINS system.  Immediately, we began using 

the "540" lines exclusively and abandoned distributing 

our information booklets through by the postal service. 

on cable TV and in major local newspapers including: 

Village Voice; New York Times; New York Daily News and 

Newsday.  The target audience for our services are 

semi-skilled wage earners of cross cultural backgrounds 

in the age group of 18-50. 

What is your advertising budget? 
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A.   Presently our advertising budget comprises 

3 
approximately one-third of our total revenue.  In the 
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Q.   Has your services experienced any reduction in call 

8 
volume? 
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A.   Yes, call volume has fallen as BA-NY has withdrawn 
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past few years, this has grown from 20% of our revenue 

to its present level of one-third. 

advertising support for these services. 

In the past, BA-NY has supported "540" services with ad 

space in its annual Yellow Pages.  This is no longer 

done and information providers like New Capital have 

experienced a reduction in call volume as a result. 

Has BA-NY taken any additional action which has caused 

call volume to have fallen? 

One of the most troubling aspects of BA-NY behavior 

recently is that when new customers establish an 

account with BA-NY, their representatives ask if the 

customers would like a block on their phone for 

services like "900" services,-usually free of charge. 

They fail to disclose to the customer that this block 

will preclude them from accessing any other 

informational providers over the IINS system. 

Over six months ago, I requested that a block be 

removed from my home telephone.  To date, this block is 
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A.   It varies, we usually have at least four or five 
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still in place; occasionally the block is not on, but 

it always seems to be re-activated.  This precludes tne 

from calling into my own services. 

Q.   Has your services resulted in employment for any of 

your customers? 

A.   We have had numerous callers find employment through 

our services.  Actually, New Capital posts its own job 

openings on its service.  This has resulted in several 

telemarketers finding employment with us through our 

service. 

regular employees, down from 8 12 some years ago. 

What would happen to New Capital if BA-NY is successful 

in terminating its INNS service? 

New Capital Resources, Inc. would quickly go out of 

business, creating at least four or five potential new 

customers who would need our service, along with 

countless other unemployed people in the metropolitan 

area.  Unfortunately, this valuable service would not 

be available to them if BA-NY is successful. 
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Sworn to before me this 
/^^^dav of December, 1998 

Notary Public 

KENNETH G. WALSH 
Notary Public, Stats of New York 

No.02WA-5011216 
Qualified in Queens County 
Commission Expires 04/12/^? 

ydd^===^ 
Jay Thomas 
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

Case 98-C-1079 Proceeding on Motion of the Commission to 
Investigate New York Telephone Company's 
Proposal to Discontinue Offering Information 
Services 

Prefiled Testimony of Jay Thomas 

Q.   Please state your name and residence. 

A.   Jay Thomas, a New York resident. 

Q.   Please identify your title and company name. 

A.   I am the Chairman of New Capital Resources, Inc. ("New 

Capital"). 

Q.   How long have you been with New Capital? 

A.   I began New Capital three years ago.  Prior to that, I 

was a Partner in Morrisania Development Company 

("Morrisania"). 

Q.   What business is New Capital engaged in? 

A.   New Capital operates several "540" lines which provide 

callers with information on business and employment 

opportunities.  Recently, we have established a service 

providing callers with information on educational 

grants and funding for higher education. 
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Q.   How did you learn of IINS service? 

3 
A.   When Morrisania first started, we provided our 
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Q.   How did you market and advertise your services? 

20 
A.   New Capital and Morrisania advertise their programming 
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customers with an information booklet on employment 

opportunities through the mail.  However that method of 

delivering our services was ineffective to both our 

customers seeking employment and employers seeking to 

fill vacancies. 

Then I became aware of someone advertising apartments 

via "540" lines.  I realized that this would be the 

perfect vehicle for our services. 

Thereafter, we applied for and received designated 

lines on the IINS system.  Immediately, we began using 

the "540" lines exclusively and abandoned distributing 

our information booklets through by the postal service. 

on cable TV and in major local newspapers including: 

Village Voice; New York Times; New York Daily News and 

Newsday.  The target audience for our services are 

semi-skilled wage earners of cross cultural backgrounds 

in the age group of 18-50. 

What is your advertising budget? 
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A.   Presently our advertising budget comprises 
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approximately one-third of our total revenue.  In the 

past few years, this has grown from 20% of our revenue 

to its present level of one-third. 

Yes, call volume has fallen as BA-NY has withdrawn 

advertising support for these services. 

In the past, BA-NY has supported "540" services with ad 

space in its annual Yellow Pages.  This is no longer 

done and information providers like New Capital have 

experienced a reduction in call volume as a result. 
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One of the most troubling aspects of BA-NY behavior 

recently is that when new customers establish an 

account with BA-NY, their representatives ask if the 

customers would like a block on their phone for 

services like "900" services, usually free of charge. 

They fail to disclose to the customer that this block 

will preclude them from accessing any other 

informational providers over the IINS system. 

Over six months ago, I requested that a block be 

removed from my home telephone.  To date, this block is 



1 

2 

3 

4 

5 

6 
Q.   Has your services resulted in employment for any of 

7 
your customers? 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

still in place; occasionally the block is not on, but 

it always seems to be re-activated.  This precludes me 

from calling into my own services. 
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14 
Q.   How many employees does New Capital have? 

15 
A.   It varies, we usually have at least four or five 

We have had numerous callers find employment through 

our services.  Actually, New Capital posts its own job 

openings on its service.  This has resulted in several 

telemarketers finding employment with us through our 

service. 

regular employees, down from 8 12 some years ago. 

What would happen to New Capital if BA-NY is successful 

in terminating its INNS service? 

New Capital Resources, Inc. would quickly go out of 

business, creating at least four or five potential new 

customers who would need our service, along with 

countless other unemployed people in the metropolitan 

area.  Unfortunately, this valuable service would not 

be available to them if BA-NY is successful. 
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Sworn to before me this 
/^^^"dav of December, 1998 

Notary Public 

KENNETH G. WALSH 
Notary Public State of New York 

NO.02VWV-5011216 
Qualified in Queens County 
Commission Expires 04/12/f 9 

f' •^y^k=^ 
Jay Thomas 
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STATE OF NEW YORK 
PUBLIC SERVICE COMMISSION 

Proceeding on Motion of the Commission to 
Investigate New York Telephone Company's 
Proposal to Discontinue Offering Information 
Services 

Case 98-C-1079 

Q.   Please state your name and residence? 

A.   Oliver Oziel, and resident of New York. 

Q.   State your present occupation? 

A.   I am a information  provider subcribing to New York 

Telephone Company d/b/a Bell Atlantic - New York's ("BA-NY") 

540 IINS interactive InfoFone telephone service. 

Q.   What is the purpose of your testimony? 

A.   I submit this testimony in opposition to BA-NY's 

application to withdraw its InfoFone tariffs, including its 

InfoFone 540 tariff. 

Q.   How did you become interested in IINS services? 

A.   Until recently, I was a real estate broker who became 

interested in the "900" service, which was the only 

telephone information service that I knew of.  I spoke with 

a service bureau in or about January 1997 who told me about 

problems with the "900" services.  In connection with my 
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consideration, I learned about such problems as the high 

costs of the "900" service, the need for national 

advertising for that service, and the benefits of BA-NY's 

low cost IINS service. 

Q.   When did you become an information provider? 

A.   I received an IINS application in February 

1998 and, shortly thereafter, subscribed to one 540 number 

with four lines, borrowed money for advertising, space and 

equipment, and started in business, providing an information 

line on job opportunities. 

Q.   Was your service well received; and if so, what steps 

did you take for future growths? 

A.   My service started doing well and, before BA-NY 

announced the termination of its InfoFone in the summer of 

1998, I gave notice to my employer that I was quitting.  It 

was my intention to devote all my time to developing this 

telephone information program business.  In furtherance of 

that, shortly after, I subscribed to a second IINS 540 line 

which would provide job opportunities to callers. 

Q.   Generally, what has been your experience with BA-NY? 

A.   I was impressed with the efficiency of BA-NY's 

employees and service; everyone I spoke with was helpful. 
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Q.   If this service is not terminated, what future plans do 

you have for IINS service? 

A.   I am pleased with the programs that I have and am ready- 

to launch 3-4 other programs as soon as I know the programs 

will not be terminated.  I will not start any new programs 

until I know that BA-NY can continue to provide its InfoFone 

service. 

CONCLUSION 

In view of the foregoing, I request that the 

Commission deny BA-NY's application to terminate its 

InfoFone service and tariffs. 

14 *, / <ci._  
C — Oliver Oziel 

Sworn to before me this 
xa^May of December, 1998 

Notary Public 

KENNETH G. WALSH 
20 Notary Public, State of New York 

N0.02WA-5011216 
n-i Qualified In Queens County 
Zi Commission Expires04/12/^f 
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DEC.   7.19981:lE:02Pn FRCBRESSLER flMERY SROSSNC.    516  775 5327 NO.089 P. 3/4 2 

AmyD.KBnengiser 
Auorney 
Legal Depanmcni 

New Vbrklfelepboi^e 
A hTTWE:-: Company 

IMS A^snue of ^e Ame/lcas 
New York, Ne* York 10036 
Phone(212)395-2iieS 

February 12,1996 

F.ypRyss MAIT. HR WANT> nF,r,TVRRV 

Honorable Frank S. Robinson 
Administrative Law Judge 
New York State Public Service Comraissjon 
Three Empire State Plaza 
Albany, New York 12223-1350 

Re:      Cases 93-C-0451 and 91-C-1249'. Direct Presentation of New York 
Telephone Company , ___  

Dear Judge Robinson: 

Pursuant to the Procedural Ruling Issued November 28,1995, New York 
Telephone Company ("NYT;) herein submits its direct presentation. In its direct 
presentation, NYT addresses ths following issues: 

l^sue 1. Call Counts: NYT submits evidence concerning the recent call count 
lest, its results, and the conclusions to be drawn- 

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

Issue 4. Inter-company compensation: The arrangement that will apply in the 
case of a competing local exchange carrier handling a 976 call. 

IRSUP. 10. Number reservation procedure. 

feaue 11- Procedures to be followed with respect to NYT's receipt of proprietary 
information from 976 providers. 

Tsssue 12. Competition from NYNEX: NYT's plans and/or its intentions to offer 
. services, either directly or through affiliates, that would tend to compete against 

976 providers. 

NYNexBocydes 



DEC.   7.1998''12:03PM 
'0 

rrERESSLER flMERY 8,R0SS ^^^   BIG   //b  bo^/ NO. 089 P.4/4P. 3 

NYT vrill 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 their direct presentations. 

Respectfully submitted, 

Amy D. Kanengiscr 

Attachment 
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 operational realily.   . 

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 of 976 IPs to be served by more 

13 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. 

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

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

maintain 976 as a broadcast service? Will their rates be comDarahje or different than 

NYT's lanffe.icharges?. Will all 976 calls continue to t(e fixed length 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 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 

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'vonge service providers. 

Addressing the issue in this proceeding at this time, with only NYT and not the otheh 

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

implemented. 

14265 



ISSUE 4: 
Intercompany Compcnsntion 

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.15 Each of the three 

CLECs operating in the metroLATA approached NYT and requested interconnection 

agreements for the exchange of local and intraLATA toll traffic. These requests 

resulted in negotiations between NYT and the CLECu. 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 tariff 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 rale for the termination of intraLATA 

local exchange traffic is tariffed at approximately $0.01 per minute of terminating 

access.17 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 exchanRe carrier'<: rail. 

However, the parties negotiated and the tariff contains a different 

arrangement for 976 traffic originating on a CLECs 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 .SQ.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: 

When the CLEC delivers calls to telephone numbers 
with the NXX 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 S.0029. One CLEC operates under an alternative 
compensation arrangement that is a flat monthly charge, which is also provided under 
the 914 Tariff. 

18 See 914 Tariff, 1st Revised Page 37. 
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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 of 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 The CLEC only provides originating access and billing and collection to its 
customers. 
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Attachment 3. This tariff governs the availability, 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 of TP Proprictnrv 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 

germane, 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. Moreover, given the contentious history ji our relationship with 

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

ISSUE 12: 
Competition 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 

14265 11 



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 fulLand-fei^Gompelitive opportunities. 

In the area of information services, rules prescribe an open network 

.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 (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 W 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/0 The PRP also provides that the Commission may suspend a new service 

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."21 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 

20 See PRP § IV(H)(4). 

21 See 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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Attachment 1 

LOAD BOX TEST 

Month (1994) IMAS Call Volumes AMA Call Volumes Difference 

October 641,532 641,438 94 

November 641,645 641,573 72 
December 619,990 619,892 98 
Total 1,903,167 1,902,903 264 
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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 their direct presentations. 

Respectfully submitted, 

Amy D. Kanengiser 

Attachment 
cc: Honorable John C. Crary (5 copies) 

All parties 
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SUPINE -COURT 
COUNTY OF ALBANY 

STATE OF NEW YORK 

In the Matter of 

NEW YORK TELEPHONE COMPANY, 
Petitioner, 

For a Judgment Pursuant to 
A«Aicle 78 of the Civil 
Practice Law and Rules 

-against- 

PUBLIC SERVICE COMMISSION OF 
THE STATE OF NEW YORK, PHONE 
PROGRAMS, INC., ACCURATE INFO LTD., 
STATISTICAL PHONE PHILLY, 
8484 ASSOCIATES, 3232 ASSOCIATES, 
ERIC SINGLETON D/B/A "PHONE SERVICE", 
ANTHONY COLANGELO, BLACK RADIO 
NETWORK, INC., and NEWS TRANSMISSION 
SERVICE, INC., 

Respondents, 

In the Matter of 

BLACK RADIO NETWORK, INC. and 
NEWS TRANSMISSION SERVICES, INC., 

Petitioners, 

-against- 

PUBLIC SERVICE COMMISSION OF 
THE STATE OF NEW YORK and 
NEW YORK TELEPHONE COMPANY, 

Respondents, 
(Second Action) 

index: 5655-97 
RJl: 0197-ST8129 

Index: 5949-97 
RJl: 0197-ST8167 



SUPREME COURT STATE OF NEW YORK 
COUNTY OF ALBANY 

in the Matter of 
ARTHUR EVANS, pro se, and 
ARTHUR EVANS, AS A MEMBER OF THE 
AD HOC COMMITTEE OF INDEPENDENT 
INFORMATION PROVIDERS and ARTHUR EVANS, 
AS REPRESENTATIVE OF THE AD HOC 
COMMITTEE OP INDEPENDENT INFORMATION 
PROVIDERS, pursuant to Section 2.1, 
Chapter I, of the Rules of the Public 
Service Commission, and the AD HOC 
COMMITTEE OF INDEPENDENT INFORMATION 
PROVIDERS, 

Petitioners,       Index: 6019*97 
RJI: 0197-ST8179 

, -against- 

PUBLIC SERVICE COMMISSION OF THE 
STATE OF NEW YORK and 
NYNEX CORPORATION, NEW YORK TELEPHONE 
COMPANY, also known as Bell Atlantic, 

Respondents. 

Supreme Court Albany County Article 78 Term 
Hon. George B. Ceresia, Jr., Supreme Court Justice Preieiding 

Appearances;  Davis, Polk &  Wardwell, Esqs. 
Attorneys for New York Telephone Co. 
450 Lexington Avenue 
New York, New York 10017 

Diane T. Dean, Esq. 
Assistant Counsel 
Public Service Commission 
Three Empire Plaza 
Albany, New York 12223-1350 

Bressler, Amery & ROBS, Esqs. 
Attorneys for Phone Programs, Inc. 
and Accurate Info Ltd, 
285 Columbia Turnpike 
Fordham Park, New Jersey 07932 
P.O. Box 1980 
Morrietown, New Jersey 07962 

Karen S. Surstein, Esq. 
Attorney for Statistical Phone Philly 
8484 Associates, 3232 Associates, 
Eric Sir.gleton, d/b/a "Phone Service- and 



Anthony Colangelo 
258 Broadway, Suite 2C 
New York, New York 10007 

Roiand, Fogel, Koblenz & Carr, Esqs. 
Attorneys for Black Radio Network and 

News Transmission Services, Inc. 
1 Columbia Place 
iUXJOiiy,    Now   YutK.      12207 

Samuel A- Cherniak, Esq. 
Attorney for Arthur Evans and Ad Hoc 

Committee 
211 W. 106' Street-11-A 
New York, New York 10025 

DECISION/ORDER 

George B. Ceresia, Jr., Justice: 

At issue in these three combined CPLR Article 78 proceedings 

is a May 29, 1997 determination of the Public Service Commission 

("PSC") concerning New York Telephone's ("NY Tel") Mass 

Announcement Services ("MAS"), a service utilized by many 

different Information Providers (IP's") to offer to the public 

recorded information messages accessed by calling the specific 

•'976" number assigned to the IP (see, PSC 0?n. No. 97-7).  The 

"976" recorded messages of approximately one minute's duration 

offer information regarding weather, time, financial news, 

horoscopes, lottery results, sports and entertainment, Inter 

alia.  Calls to "976* exchanges incur a fixed charge (.40C at the 

time of the determination), and the per-call revenues are 

collected by NY Tel and divided equally between NY Tel and the IP 

called, pursuant to the governing tariff filed with the PSC.  NY 

Tel in required to provide billing and collection services to the 



IP's- for '•976" calls, and to tabulate call volumes or counts for 

each IP.  These numbers provide the basis for NY Tel's tariff- 

based obligation to pay the IP'e for each completed call billed 

and collected. 

.  From 1984 to 1990, NY Tel used a system called Autrax or 

Audiochron to tabulate the "976" call volumes for purposes of 

paying the IP's.  The Autrax System experienced call counting 

errors on a regular basis, requiring NY Tel employees to manually 

"adjust" the call countB.  Tn 1990, NY TAI transferred or "cut- 

over" the °976"  calls to the Ericsson Switch to tabulate "976" 

calls.  The cutover was attended by a variety of problerat.  For 

clarification, the original system is referred to as the pre- 

cutover Autrax System, and the replacement system is called the 

Ericsson post-cutover system. 

After the cutover to the Ericsson Switch, various IP's 

complained to the PSC that the new switch was not completing or 

counting all calls with the result that their call counts dropped 

significantly from their pre-cutover call counts, causing them to 

lose revenues and business.  They sought compensation from NY Tel 

in amounts which ranged up to $15.6 million for these claimed 

losses.  The IP's also raised many other complaints concerning 

"976" service, including dissatisfaction with compensation levels 

and allocation of revenues, system reliability and shortcomings, 

and inaccuracies in call counting.  The IP'e suggested 

alternatives to enable them to offer their services more 

competitively in view of emerging competition from other types of 



information providers. Many of the IPs' concerns were addressed 

by NY Tel or by prior PSC proceedings, but many more remained to 

be resolved. 

By Order Instituting Proceeding <May 29, 1993), the PSC 

commenced an omnibus proceeding to address in a single 

cuiibulidaLed ^»nj<_eeUiuy all ibbueb tiuL alusady icsulveU telaLiuy 

to "976'' MAS Service including rates, charges, rules and 

regulations.  Interested members of the industry were invited to 

participate, and were encouraged to develop alternative 

approaches and mutually acceptable resolutions of the issues.  By 

Opinion and Order Concerning MAS, the PSC approved in part a 

Joint Proposal filed by NY Tel and 12 IP's to resolve many of the 

iaouea in contention (ace, FSC Opn. Ho. 94-14-Opinion and Order 

Concerning MAS [6-1-94), on reconsideration, modified in parr by 

PSC Opn. 95-10 [8-2-95]).  Pursuant to the Admini»tt«tiv« Law 

Judge's subsequent Procedural Ruling, MAS-related issues not 

resolved by the approved Joint Proposal were to be addressed in 

Phase II of these proceedings.  Extensive hearings and motion 

practice were conducted during 1996 in Phase IT resulting in a 

record of over 5000 pages and 175 exhibits. During the hearings, 

as the evidence and testimony developed, the scope of the inquiry 

expanded considerably from the harm the IP's claimed due to NY 

Tel's misconduct related to the cutover to the Ericsson Switch 

and NY Tel's liability therefor, to include NY Tel's recently 

revealed conduct in manually adjusting the erroneoue pre-cutover 

Autrax call counts and concealment of these adjustments, and the 



IPs', entitlement to compensation for Autrax call counting 

problems. 

The Administrative Law Judge issued a comprehensive 

recommended Decision ("RD-) of 189 pages on January 17, 1997,  As 

pejtinent to this special proceeding and detailed infra, the 

Administrative Law Judge found that NY Tel had been grossly 

negligent and had engaged in willful misconduct in connection 

with the September 1990 installation and cutover to the new 

Ericsson Switch used to provide "976" service to the IP's.  The 

miahandling of the cutover caused the IP's to lose a large volume 

of calls and, consequently, customers.  While recognizing that 

the PSC has no authority to award conventional negligence damages 

and that NY Tel's liability to the IP's under the governing 

tariff is limited in a court action to gross negligence/willful 

misconduct, the Administrative Law Judge recommended that IP's be 

awarded "refunds" from NY Tel totaling $25.2 million, which took 

into consideration the harm suffered by the IP's due to NY Tel's 

defective service.  The Administrative Law Judge determined that 

the Ericsson Switch was not a suitable vehicle for counting "976" 

calls and set forth a new call counting procedure for NY Tel to 

follow until the switch was properly replaced. 

The Administrative Law Judge rejected ail claims by two IP's 

(Black Radio News ["BRN"] and Ad Hoc Committee of Independent 

Information Providers ("Ad Hoc"-an IP trade group]) for 

compensation based upon the pre-cutover Autrax call count errors 

and manual adjustments of those counts, finding they had not 



demonstrated entitlement to be compensated furt.h«r haSec upon 

unadjusted Autrax raw call count date.  The Administrative Law 

Judge then made a variety of recommendations for prospective 

changes in the manner in which '^IS-  service is provided to the 

IPje.  These included requiring that MY Tel unbundle the various 

cost elements of "976- service, and requiring that NY Tel 

egtablish the charge for each of these elements on a cost basis 

without any -contribution" or subsidy factor.  In the past. NY 

Tel had retained as a "contribution" or subsidy increment from 

the-."976" per-call revenues, causing "976" providers to subsidize 

basic local service.  Increased competition from alternate 

information providers such as NYNEX Information Resource Company 

("NIRC") which did not provide any such contribution required 

leveling the playing field and eliminating the contribution 

element altogether from •'976" pricing and revenue allocation, 

The Administrative Law Judge also recommended that the 

voluntary call blocking options available to customers be 

modified so that customers could separately block more 

controversial, adult entertainment services without also 

requiring that they block the "976" information services as they 

were forced to do under the existing blocking options. 

Additionally, the Administrative Law Judge recommenced 

modification of existing protocols for involuntarily blocking 

'Unbundling merely means separating "976" service into its component pans and allowing 
competitors to provide these services to the IP's, e g. billing and collecting, call processing. 
advertising, accounting, bill formatting. 



calls invoked when customers fail to pay their telephone bills in 

full -- to the extent that the prctocols lump "976" calls in a 

billing category with all other non-NY Tel pay-per-call services. 

Under the existing protocol, "976" service may be blocked for a 

customers who fail to pay in full their bill for calls other than 

"976" service.  Exceptions were taken to that Recommended 

Decision. 

The PSC essentially adopted the findings and recommendations 

of the Administrative Law Judge with a few exceptions, as 

relevant herein (ace, PSC Opn, No. 97-7 (5-29-97]).  The PSC 

agreed with the Adminiatracive Low Judge's rindiay converning NY 

Tel's conduct both before and after the cutover, and with the 

rnnrltmion that MY T«l comnittod grocc negligence and engaged in 

deliberate misconduct  in connection with the  1990 transfer of 

"076" eerviee to th« Ericaaon Gvitch (id. at 8-9, n. 1, 15;. 

However, the PSU concluded that the proposed "refund" remedy 

conatituted an linpiu^ei awaiu of damages cne agency iacKea tne 

ai)t:hrtrlt.y t-o matte because the only charges NY Tel collected woa 

for completed "976" calls and not for any impaired service 

(id.*).  The PSC agreed with the proposed prospective changes to 

"976" eorvice, iacludiny unbundling and elimination of the 

contribution factor, but disagreed with the ptoyuHnls to amend 

the voluntary cell blocking options or the billiiiy category 

protocols which result in involuntary blocking for payment 

!Citing Case 28804.NY Tel (AuJotos Service): PSC Opu. No. 80O(2-28-&O)% PSC Ctyn. 
No 86-3 (A)(5-6-86) »n(1 PSC Opn. No. 86.j(B;(8-28-87), 



deficiencies (PSC Opn. No. 97-7, at pp. 12-13).  The PSC directed 

NY Tei to implement its alternate proposal to improve the 

Ericsson Switch call counts as specified in its exceptions (id. 

at 14, 15 [S3]>.  On reconsideration, the PSC clarified its 

ruling regarding voluntary blocking and specified that it was 

adhering to its January 1996 determination that a fifth blocking 

option be prospectively offered. 

NY Tel and several IP's thereafter instituted three separate 

article 78 proceedings challenging various aspects of the PSC's 

May'29, 1997 determination.  Those proceedings were consolidated 

xhlo oingie upinxon ar.a uracr wiij, rcooivc an xoouoa raxsca 

in these consolidated special proceedings. 

I. The PSC's Gross Negligence/ 
Willful Misconduct Declaration 

NY Tel's first cause of action alleges that the PSC's 

declaration that it was guilty of "gross negligence" and "willful 

misconduct" in connection with the Ericsson Switch cutuvui 1» in 

excess of the PSC's statutorily conferred jurisdiction, because 

this finding is relevant only to the issue of damages, i.e. NY 

Tel's liability to the IP's, which the PSC lacks the power to 

award. Thus, NY Tel contends the PSC lacks the authority to make 

a declaratory finding relevant solely to the issue of damages 

under the applicable tariff.  The PSC refutes this contention 



arguing that it has jurisdiction to n;ake findings of fact on 

liability provisions in the tariffs it approves and supervises 

when such findings are made in connection with its statutory 

authority to regulate rates, terms and utility services. 

Likewise, the IP's argue that the PSC finding on liability falls 

within its authorized powers to investigate complaints, assure 

safe and adequate service, oversee telephone utilities' conduct 

and operations, impose penalties and take corrective action, and 

issue related findings, 

• The court's initial analysis must focus on the context in 

which the gross negligence/willful misconduct issue was raised 

before the PSC and in which that finding was made by the 

Administrative Law Judge and PSC, and its relevance, if any, to 

issues other than damagfts.  The PSC instituted this omnibuo 

proceeding to address myriad complaints filed by IP's.  These 

complaints generally related to dissatisfaction with compensation 

levels, alleged system shortcomings and inaccuracies in call 

counting.  The PSC in its Order Instituting Proceedings directed 

the convening of interested members of the MAS industry "to 

consider the rates, charges, rules and regulations affecting the 

[MAS] portion of the information provisioning industry in New 

York Telephone's service territory".  In the proceedings Phase I, 

NY Tel and 12 IP's negotiated a Joint Proposal resolving some 

points of contention, which was approved (see, PSC Opinion 94- 

10 



14 >.  MaAnwhile, Phase II woo conun^a^cd foi consideration of 

MAS-relatftri i^-jnes not covered by cnc Joint Proposal,  Vulumlnous 

discovery, extensive hearings rinrt inotion practice encued.  The 

Admini «1-i-«t-i ve Law Judg« iccucd a procedural tulijiy uuLl^nlny the 

issues rom/i^ninrj tot   Baminiscrative resolution, and they in^luUed 

NV Tel'o "liohillty,  if any, t.i "976" provldero duo to its 

handlino Of Che rurnuor   t-r> rh^ Briccoon gwitch", ao   well ©» Llie 

nrnii-av-y r.f f.^at mini   curronT: cali oounta .  MV Tcl'& liablllr.y tor 

damages arising from ite errors, oraieeions, interruptions or 

delayo in provlaing R^rviree Lu »ub«crlbere (1£"G) was, pt 

rourse, limited under the aonlirnhl*- +-«t-Tff to "<afow»i ..-gi j/jenoo" 

And "willful rn is conduct", aside from certain specified 

i ntorrupt ion .•» 1 1 owonci,* .   In th* F.wi-w.iui :«r nl^i 1 tii:i; l.-j Lon    on tnaae 

n,   the AdniijiibtLatlve Law judge indicated that thft "m^in issue" 

of Phase II was whether NY Tel has an "obi igar. 1 or r.n compensate" 

the IP's for rflll. account errors after: the cutover to the 

Ericsson switch.  The IP's raised three basic areas of 

jniaconduct: ( L^ inncciirrtry and dftcepi ion by NY Twl—in tha pre  

fintover Autra* call counts,- (2) NV Tel'e gross negligence nnd 

micconduet in handling the Gricason Switch cutover and cover-up, 

for which the IP'3 soughr. ir.on«r.flry cnmpRnsation and (3) 

litigation abuses and fraudulent conduct by NY Tel in front of 

•'The pClUkin Cw iCCOn»I(Jvi«tivMl was denied wilh ctttliflCMliuns (sec, PSC   Opihiun 95-10 
[8-2-95]). 

* <->(ily A^tVT^  MIIU ila« A.<J t-tov it^'ti   pul IVrrtli a «;lu>m (Or pro vutu'vor coll acoount errors, 

discussed infra. 

II 



the PSC. ' Thft Administrative r.^w Juciye t-.hen r«.vi«wed »iiu pacclec 

clflims and tho hearing rccoid i. «<jnrri i.nc ti.«; JJI « and por.t ctitover 

call account idiucuidcies, NY rel'R related conduct, and ita 

impact on the IP'O. The parties egireed that under Che governinc 

*"^71*ff *ha thr^choid for NY Tel'a liaUility lb gross negligenrfi 

and willful misconauct, but NY Tel maintained that any claim for 

damages must be brought in court as the PSC could not award 

damag«g. Th« IP'o aoocT-t-.^.d ehaL Lhts PSC fuuia, under r.nm rarit'I, 

direct KY Tel to compenaate th«tn for theii financial loos due to 

NY Tei'o gross negligence or willful rai&cunauct In railing tO 

competently provide service under the tariff. 

Aft**1   reviewing    the   «AUC»JW i vt;    i cwi'O    and    LDe    pentxea' 

contenciouB ieyardlng cne avaiiaDility and propriety of any 

tariff-based remedy from the PSC, the Administrative Law Judge 

ltjuut:d   finri.vng»   chat   NX   re 1    lidU   Uuen    "gulicy   of   groao   negligence 

and willful misconduct", summarized as follows: 

The company's long-term deception of both IP's and the 
Comntloslon concerning ita unouLUux. iscU Autrax call 
count adjustments was willful misconduct.  The company 
was eariously negligent in pushing ahaaH urith the 
EticKwon cutover in one gulp, rather than phasing it 
in, which would have enabled it to deal more 
efficaciously with the problems and avert serious harm 
to IP's. The unexpected troubles that did attend the 
cutover show that the company's planning for it was 
inadequate.  Likewise inadequate was the company's 
handling of the troubles when they arose, further 
evidencing insufficient preparation.  These basic 
elements of the cutover picture, taken together, 
constituted gross negligence.  Furthermore, the company 
engaged in willful misconduct in striving to cover up 
its negligence and to defeat efforts to call it to 
account.  This extended to willful misconduct in the 
company's litigation of this proceeding.  I also 
conclude that the IP's were in fact harmed by the 

12 



. impr-oper deceitful and grossly :ienliq»nf way in which 
New York Telephone provided service to them.(emphasis 
added) . \     r      •>.=> 

Thereafter, the Administrative Law Judge jr.ade detailed 

findings on the "main issue", and addressed itself to the Aatrax 

c^J-i counts, the cutover and current call count accuracy, 

concluding the Ericsson Switch "is not a suitable vehicle for 

counting 976 calls for purposes of payments to IP's". The 

Adrainiatrative Law Judge imposed upon NY Tel the obligation to 

adppt the IP-proposed alternative cr to propose one itself, and 

to notify the IP's each time that mechanically derived call 

counts are unavailable or corrupted and to set forth the details 

of any adjustments made.  This burden was imposed by the 

Administrative Law Judge on NY Tel in light of the record in 

these proceedings demonstrating its "long pattern of deceptive 

behavior*** with respect co I? call counts", indicating this 

burden could be removed if KY Tel timely replaced the Ericsson 

Switch with one which more accurately counts 976 calls.  The 

Administrative Law Judge ultimately determined to order "refunds" 

to the IP's, an "equitable remedy", recognizing the PSC cculd not 

award conventional negligence damages.  The Administrative Law 

Judge then addressed the remaining issues. 

The PSC agreed with and adopted the findings and conclusions 

of gross negligence and willful misconduct concerning NY Tel's 

conduct in connection with the cutover to the Ericsson Switch, 

finding the Administrative Law Judge's outline of the evidence of 

13 



NY Tel'e gross negligence/willful misconduct "with only very 

limited exceptions***accurateIy reflected what happened, both 

before and after the cutover, and fairly assigns responsibility 

for the post-cutover operating problems suffered by the IP's" 

(PJC Opinion No. 97-7).  Nonetheless, the PSC concluded that the 

proposed "refunds" to IP's amounted to an improper award of 

damagee ( id. at 9-10).  As relevant to this special proceeding, 

the PSC agreed with several recommendations for prospective 

changes to "976" service and approved NY Tel's proposed 

alternative to the Ericsson Switch (id.at pp 12-14 and 15 S3). 

The issue raised by NY Tel which befalls this court in this 

special proceeding is whether the PSC declaration of gross 

negligence/willful misconduct is in excess of that agency's 

jurisdiction and power.  This raises two issues; whether the 

declaration relates solely to the issue of NY Tel's liability to 

the IP'a's under the tariff for harm suffered from the call count 

errors and, if BO, whether the PSC has the authority to issue a 

declaration on tariff-based liability (i.e. finding NY Tel was 

grossly negligent and engaged in willful misconduct) even though 

the PSC is not authorized to award monetary damages which the 

IP's must pursue in a court action.  The second issue appears to 

be a novel one in this State as the parties have not cited (and 

the court has not discovered) any case in which a court has 

spoken to the PSC's jurisdiction to issue such a declaration.  To 

clarify,  the parties concede the PSC's lack of power to award 

monetary damages or even refunds in this case. 

14 



• The PSC, it is w«n establiehed, possesses only Ll.ose powers 

expressly delegated to it by the Legislature, or incidental to 

its expressed powers, together with thoee required by neces^.y 

implication to enable it to fulfill its statutory mandate (Matter 

of^Wiaqpra Mohawk, 69 NY2d 365, 368-9).  Aside from its mandate 

to assure just and reasonable rates and adequate service (Public 

Service Law S91), the PSC also has general supervisory power over 

telephone lines and corporations within its jurisdiction (PSL 

S94) and has broad investigative and oversight authority to do »c 

(PSL SS95-98). in determining whether the ?sc has acted outside 

the scope of its legislatively conferred power, the courts of 

this State have engaged in "a realistic appraisal of the 

particular situation to determine whether the administrative 

action reasonably promotes or transgresses the pronounced 

Icgloloclve juagment;" (MqutCi.-. C^nsuZ .iaalca gaiauii v. PSC.    4 7 NTZO 

94, 102; Matter of Niagara Mohawk, supra, at 372). 

As this court rrtnd*   t.h« PST Opinion <)7-7 «nd th«? 

Administrative Law Judge's Recommended Decision, the findings of 

NY Tel's gross negligence and willful misconduct do not relate 

solely to the issue of NY Tel's liability for damages to the 

IP'e.  A "realistic appraioai" of PSC'c declaration ic that it 

was properly made in the context of its power to review and 

investigate complaints regarding a regulated utility's service, 

conduct and tariff-based charges, as well as its general 

oversight and regulation of this telephone "976" service sub- 

industry.  The declaration is inseparable from numerous 

15 



prospective and remedial measures related to ••976" service which 

the PSC adopted, not the least of which are (1) foremost, the 

determination that the Ericsson Switch is not viable and requires 

switching to an alternative counting system and notification to 

IPjs of each system failure until then (PSC Opn. NO. 97-7 at 12- 

14, 15 at S3); and (2) by way of example, the unbundling and 

unfair competition declarations (id. at 12-13, 15 at §4). 

Further, the declaration explicitly concerns the TesponaibiIiry 

for post-cutover operating problems suffered by the 

IP's"(emphasis added) (id. at p. 10, note-10).  The findings 

resolved the IP complaints levied against NY Tel at which the 

hearings were directed and channeled the agency's oversight and 

prospective regulation of this entire "976" service industry 

(see, SAPA §204),  It was also relevant to the issue of NY Tel's 

credibility. 

Thus, the court concludes that the PSC's gross 

negligence/willful misconduct declaration challenged by NY Tel 

(PSC Opn. No. 97-7 at p. 15 $1)  does not, in fact, relate solely 

to NY Tel's liability to the IP's for damages due to the cutover 

problems and call count inaccuracies or coverup. Accordingly, the 

request to annul that declaration as in excess of the PSC's 

jurisdiction and authority is denied and NY Tel's first cause of 

action is dismissed. 

Having concluded that the PSC has authority to issue the 

declaration -- and in tact issued the declaration -- on an issue 

other than NY Tel's liability for damages, this court has no 

16 



then proceeded to derail NY Tel's inadequate planning for the 

cutover, the mistakes made in executing the cutover, NY Tel's 

failure to respond adequately to the service problems cr to 

notify the IP's; end NY Tel's disregard for the consequences of 

itj handling of the cutover.  NY Tel did not possess "any 

concern" for the consequences of its conduct and engaged in 

willful misconduct in endeavoring to cover up the probleme and 

avoid responsibility. 

i     Read as a whole, the Administrative Law Judge's decision 

properly employed the governing legal standard for gross 

negligence/willful misconduct, i.e. "conduct that evinces a 

reckless disregard for the rights of others or 's.xacks' of 

intentional wrongdoing" (Colnaqhi, USA Ltd. v. Jewelers prot. 

Serve.. Ltd. , 81 NY2d 821,823-824; Sommer v. Federal Sign Corp.. 

79 NYZd 540, 554-555).  The PSC's finding did not improperly rest 

on a mere series of mistakes by NY Tel or on its simple 

negligence (cf. AT & T v. City of NY, 83 F3d 649, 556 (2d Cir. 

1996]), and did not focus on the harm to the IP's, although this 

was considered.  While the Administrative Law Judge found that NY 

Tel had engaged in "some" planning and corrective action -- 

although wholly inadequate and with "disregard for the 

consequences of its errors"-- this did not compel a finding that 

NY Tel engaged in "slight care" or "slight diligence" (see. Food 

Pageant v. Consolidated Edison. 54 NY2d 167, 172). 

The Administrative Law Judge noted the unique problems and 

potential for harm inherent in the "976" service industry was not 

18 



tantamount to imposing a "heightened standard of care" on NY Tel, 

but rather must be read in the context of the evaluation of the 

adequacy of NY Tel's planning and the reasonableness of its 

response.  Finally, the court has no difficulty in concluding, 

ujjjn a review of the pertinent portions of the hearing record and 

the Administrative Law Judge's detailed and extensive factual 

findings ae adopted by the PSC, that the finding of grosii 

negligence/willful misconduct had an ample factual basis, is 

supported by the record and should be confirmed. 

H-  Elimination of Contribution from 
NY Tel^s "976" Service Charcree 
to IP's 

Historically, the tariff-based pricing structure for "976" 

calls included a "contribution" component, i.e. a charge above 

costs and profit to help subsidize NY Tel's basic local telephone 

service.  Thus, a portion of the fixed per-call price paid by the 

caller for each "976" call to an IP's recorded message (40 cents 

at the time of the proceeding) was a "contribution" to basic 

local telephone service unrelated to the cost of the '•976" call 

or to a rate of return to the IP's (currently 20 cents per call) 

or to NY Tel.  NY Tel's second cause of action claims that it did 

not have notice or an opportunity to be heard prior to the PSC's 

direction to NY Tel that contribution be eliminated from the 

tariff rates for "976" service, and that the PSC's determination 

on thio issue was arbitrary and capricious and without, record 
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Exhibit C 



Case: 98-C-1079 
IP 

Date of Request: October 19, 1998 

IP-BA-NY-34 For each year since 1988, specify total BA-NY expenditures for advertising 
for any or all InfoFone services. Annex all documents relevant to this 
request for information. 

RESPONSE: 

BA-NY objects to this interrogatory on the grounds that it is argumentative, neither 
relevant nor reasonably calculated to seek information likely to lead to the discovery of 
admissible evidence, and is not "tailored to the particular proceedings and 
commensurate with the importance of the issues to which they relate . .. ." 16 
N.Y.C.R.R. § 5.8(a). BA-NY also objects on the grounds that this interrogatory is overly 
broad and burdensome.  BA-NY further objects to this interrogatory on the grounds that 
it is not required to develop information or prepare a study. 

Notwithstanding these objections, the following are the expenditures on advertising for 
InfoFone services between 1995-1997: 

1995-3211,103 
1996-$140,480 
1997-   $10,574 

BA-NY does not have a record of its advertising expenditures for InfoFone services 
from earlier years. The company will supplement this response to the extent that any 
further information is located. 

f:\st07448\ip001-60.doc 
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NVT's rates and charges for Billing and Collection Services arc as fallows: 

(1) Price per Bill $.01 

(2) Price per Message Billed J.30 for nch messaee 

C3)    Manual Adjusiment Charge           SIO.OO 

(4) Marketing Massage $.045 

(5) Pay-Pcr-Call Advisory Message     5.03 

(63    Minimum Charges: Annual Minir^ufn Monthly Minfmirr^ 

S55.994.40 54,666,20 

{7)    Stan Up Fee 525,000 

Each of these charges arc explained in funher detail below. 

A-     Aoplicntion of Rates to Trurasxate ajrd Intefsute S.:n.-icrs 

Provided that interstate messages comprise at least 75% of Client's messase volume the 
rates and charges set forth above will be used to determine the total amount due for bo'h 
Intrastate and Interstate Billing and Colleetion Services. The imrastacc portion of this 
total will be determined by applying the raxes nnd charsrej contained in live app)i==blc 
N>T tarifF(s} to the intrastate bill and message volumes.! The interstate ponion is the 
remainder after subtracting the intrastate ponion from the total. If the numb- of 
intersmie messages is less than 75% of Client's m«sa« volume, then the above rates 
and charges (excluding the Minimum Charges) shall onlv aoplv to Interstate Biliir.E and 
Collection Services and Intrasute Billing and Collection Services shall be proved to 
Chenr in accordance with the rates and charges set forth in the applicable NYT tarifffs) 
unless othenvise agreed to by NVT. 

B-      Adiustmenrs to Rates nnd Charee;} 

In the event that, during the term of this Agreement, the costs assigned to Billinc and 
Collection Setvtces under Part 69 of the Federal Communication Commission's RnKs 
arc changed as a result of: (I) a change in the FCC's accoumina, separations or access 
charge rules; (2) a change in federal, state or local tax laws; or (3) anv order cr change 
m a rule or regulation of any Court or federal, slate, or local governmental aecnev 
having junsdjcticn, and the increase or decrease is more than S300 000, d^temined 
cumulatively en an annual basis for both STYT and New Emjland Telephone and 
Telegraph Company combined (the "NTNEX Telephone Companies" or "NTCs") a 
surcharge or surcrcdit may be applied by NYT to the rates set forth herein The 
surcharge or surcrcdit which may be applied to Client: (I) shall not exceed Client's 
proportionate share among customers of NYTs Billing and Collection Services of the 

'-'r?0'"0f *« Agnxment. intra^temenses arcmwi^cs wscriaicJ vvv^Client EnO U«r Customc: 
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assigned costs; and (2) will be efTcciivc with t]1C date tha: Client would cease to pav for 
reassigned costs under the procedure in effect prior tc the reassignment of costs (e- ^c 
date on wK.ch ^hc NYNEX Telephone Complies would no loader be pcrWd tc 
charge such costs under a«c5s). In a^y event the NYNEX Telephone Compani-s shall 
bepcrmmed to recover QW, proparuona.e share of costs resigned 10 the bill• and 
co Iccnon caicgory from the date such costs arc reassigned to th= billing aAd collection 
category If ,t is later detenrined Uur such costs should not have been billed to Cl;-nt 
because rfiosc costs have been recovered elsewhere, Client sh.li be entitled to a credit 
plus tmcrcst. Iniertsi shall be calculated by using the prime rate, as reported in the Vail 
Street Journal the first business day of January and Julv of every ycar p(us m.0 

percentage pomts Such credit shall be rcflecred on the next billing W collection 
charges bill issued after it is dcteramed that Client is entitled to a credit NYT shall 
noufy- Client, in writing of the effective date of any proposed Surcharac or surcrcdit and 
upon request, provide Client with the caJculations used to deterW the surcharee or 
surcred.t which shall be audiuble under the provisions of Section 12 of the Agrcemem 

.     In die event NYT impose a su.d^e Upoa Client, Client shall have the ri.ht ,0 
umunate *• ^•^ -thout penaltj-  proved Client notifies N^T in writine 

utwCff n03 'T ^ Lhc.daK-of ^^ --" notification to Chen: c" *f 
Z .W^ f * eCtS t0

J
tErm,na,e' saJd *•**m Shall become effective no later 

debated by Ghent and Client shall be responsible for parent of the surcharge if such 
increase becomes effective pnor to termination of service. In the event that the loncer 
pencd des.snated by Client extends beyond the term of this Asreerr.ent N^T alrc-s .0 

0^0 aSd,1
COnf",0

r.
n
i
S and raC" ^ Ch^es- '"^'^ing the surcharge.  NYT ^is 

^cooperate fully wtn Client in the planning and implementation of ^ transition from 

T^S'll C enf dS a ^V5 ClieM e,ect- - —- ^ Agrc'ement under th" 
shin S        .   rr n0t     " to Ierrnin3:e " Provided h"cin. ^«n ^<= su'eharac shall become effective ,n accordance with the above provisions. S 

C     Client Right to Rencp^^jnrf 

If.   at   any   time   during   the   term   of this   Agreement.   NYT   offers   interLA.TA 

^S^cC SZ•" ^^ ^ ^ ^ ** Cff""-e ^ [« iS "b.e to o^r m 
GLt s unSle^l ^ I?'" '" ^ich mT Pr0vides l0"1 e-^« service, and 
interl ATA A -^ ^^ ChargCS DbIig=^n5 substantiallv due to those R->v 
Z^r^'    1,Cnt ^^ ^ lhC riShl " ^^ ^^ oblinatiLtr ^ 

Mil^mrT ^^l^6 •^ 5 ^ AsrC£men:' Clicnr is 0[he^c "^ble to meet i:s 
Minimum Charges obLgacons due to NYT act. or omissions, Client shall have the ri^ 
10 renesotiatc those obligations for any affected year. S 

D-     Price oer^Ml 

For the purpose of applying ^ charc,e a fej,,    ...        . MM    .      •      , 
companv logo     If NYT anr«5 r« vi V1'1 ""S'st of all paS=s bcanng the same 
Carrier'iderlificaLnTLer    r. T of Clicn:,s ch^S« ""dcr an additional 
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Collection Sen/ices for Client's additional Carrier Idcmification Code shall t>«;n 

date « is ru^ly agr^d to by the Pa^ .„ vvn't J ^v be ^ccl   d^"^^^ 
anytime without penally. cancelled b> client at 

E-     Price ner Messagg 

The per messasc charge of $.30 applies to each message billed, 

F. Manual Admstmenc Chare;g 

Wf^ebL^r!000.'" "^ C1'ent^^paperIC/LEC Mcmo proccS£cd bv NYT for rebilllng of Chcnl charges in accordance with Section 8(B). 

G. Marketing Me-;-:;i£^ 

Wh When utilized Client shall pay NYT $.0*5 per Nfarketing MeSSaBc per Bill   Tn.-rc will 
be no charge for messages required by rcttulatory or legal authorities 

H-     Pav^Per-Caii Advisory Mgsaeg 

When ^-P«-Cal] messages are billed, ihc FCC/FTC required advisor,- stat-^em will 

^       Minimum Char^gf 

S',51'?" ^WT » IMrariccd Mmimra eha,ge i„ accordance ,vi,h the r-,. 

>Mll b. daennmd u5i„g Ac tenns and tcmul* ouaincd below    aLni^'bt 
r«p=„s,bfc f=r Ac M^oro a        ^bg „ At (ime E

0
ffTO£• / ' . 

Defined Tem^ 

1 •   MsDM^Mmmms - The Monthly Minimum charges set foah above. 

5-   Cmoalariyfi Billed AmeUQI -The sum of the Billed Amou^ frnm ,K   k        -       r tile Cantrnrr i,n r^ -,»J •    I  J-       i D"iiea «jnou,.cs trom the bcGinnin* of 
ll« contract up to :md melud.nj. the current month's Billed Amount. ' 



12/09/98  20:43 FAX 202 296 1915 
11/24/98   14:12    Q,1212 969 5849 

ay:-  nt- Laseruei: aioo" 
MiCRA 1^011/011 

BARRETT GRAYANTE ilon/on 
+'                 Nov.24-98 1:53PM; paga 10/10 

f^gc ^ of <5 

6.   Billed Am^-TTi. amount billed by NYT to Client In a given momh for Biliirv, 
and Collection Services, oiuing 

Formula 

The Billed Amoun; in each month shall be the greater of (1) Cumulative Actuals l-ss 

Ae prev.ous mor«h'S Curnulative Billed A^oun, or (2) Cumilarivc Minimum^i S 
prevjous momhs Cumulative Billed Axnounr. The follow• e.x^plc it•Z£s Z 
application of the above fonnula. ".-monsirates the 

Example 

Msmli i 
Minimums (1) JQ 

Cumulative Minimums (2J 10        20 ^0 

^ ^ 4 5 i 
10 10 10 10 10 

Actual (3) 5 8 ;2 JJ 5J " 
Cumulative Actuals (4) 5 13 ' 25 J ]f 
Cumulative Billed (5) ,0 2o 3o J, 5! ^ 
BlIlcd^ 10 10 ,0 n 1 '3 

CIQASrC^r^S
B5

,l;n! ^ C0,,eCli0n S—s t0 C,'=^ ""dcr .n .ddi„onal 

J.      Start Uo Fgg 

not limiKd M    teidnl. „   T,        • ° "" C»S'0"'"'- S"ch acMues include Wc arc 

provctd ,0 dim mi mclho6/proccdur« fart^n S'  •. °rNYNEX ":',0r'5 

Sment. 

K-       Pogtagy gsgalafnr- 

increase on a per bm b«L   ^ llS O   " ' ^" -^ ^ ^ third of SUCh 

any postage increase. *    ^ '" Wnt,P'S of chc cffcciiv= ^^ of 
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Case: 98-C-1079 
PPI 

Date of Request: October 12, 1998 

PPI-BA-NY-36 With respect to the observations about programming offered by 
NIRC (see p.8 and p.8 n.10) provide the precise date of the 
discontinuation of this service in 1997, and set forth in detail all 
reasons for such discontinuation. Attach hereto copies of all 
documents relating to the response. 

RESPONSE: 

BA-NY objects to this interrogatory on the grounds that it requests information 
neither relevant nor material to this proceeding, and not within the knowledge of 
BA-NY. Moreover, any information related to NIRC's business plans would be 
confidential and proprietary. Notwithstanding these objections, the dates that 
NIRC discontinued this service are as follows: 

Dutchess County 11/30/97 
Bronx 3/31/97 
Washington Heights 3/31/97 
Harlem 3/31/97 

f:\st07448\ppil-114.doc 
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||||||i|[||||iffl 
Quantitative Assessment 

Presented to NYT 

Information Providers 

January 4,1994 

Case 98-C-l 079 
PPI-BA-NY-   #3 
Attachment 

Prepared by: 
TRG-Market Research 

Wallace & Washburn Inc. 



viAlidlotex ServiceIB^ 
•^ij;-;;,;.^-: 

Recommendations 
DIRECTORY ASSISTANCE: 

• Institute FREE  1-800-INFOCALL directory assistance 
for all services. 

• Man the 1-800-INFOCALL line with live operators. 
Where multiple similar services are offered, the numbers 
provided would be rotated. 

• INFOCALL operators, in addition to providing phone 
numbers, should give additional information on call costs 
and length on request. 

• Educate 411 & 555-1212 operators about INFOCALL. 
Provide direct transfer to 1-800-INFOCALL.  Incentivise 
411 operators with "mystery caller" promotion. 

7 



New York telephone 
•sAucJIotex Services  '-.•'.    ;.' 

Recommendations 
ADVERTISING: 

• NYT advertising should focus on 1-800-INFOCALL and 
upscale positioning. 

• Where possible, the variety of services should be 
exposed.  Make service soundbites available on co-op. 

• Primary advertising by NYT should be on TV. 

• 1-800-INFOCALL should be heavily advertised in the 
Yellow and White Pages. 

• IP advertising (including co-op) should focus on their 
specific services, with advertising placed in newspapers 
or other vehicles where they feel placement can reach 
their specific prospect audience best. 



New York Telephone 
v         Audldtex Services              / •:-,-,:-;-.-i;:v<1v^;;1:.'.c.r- 

r.-       , ....   'V   .'/'. r-   ^  :.-^     "•     '/,    ',     '.    ^          '        v^-- 

Recommendations 
PROMOTION: 

• $5.00 (or other value) coupons should periodically be 
delivered in phone bills. 

• Coupon should be part of a Flyer that lists all the 
available services, including their phone numbers. 

• Flyer should communicate the upscale positioning. 

• Flyer should also promote the FREE 1-800-INFOCALL 
directory assistance. 

• Pocket/wallet Directory Card delivered in phone bills. 

• Klat^titmthly fee for unlimited info calls (if feasible) 
ma}K^isoNbe promoted in bill stuffers. 

V 



Recomniendations 

NEW SERVICES: 

• A variety of travel and entertainment related services 
show promise. 

• Some of these services may offer the opportunity to be 
sponsored (i.e.: travel directions courtesy of the AAA), or 
generate "inclusion fees" for the IP.  Calls should not 
include actual advertisements. 

• Services for small but dedicated "niches" can be 
profitable (i.e.: drum & bugle corps winners). 



New- york TelephQiie 

Recommendations 

PRICING: 

• 976 pricing should be raised to the 40(1:-49(1: range. 

• Pay phone pricing should equal or exceed home rates. 

• Proceeds should be shared between IP's and NYT, and 
used primarily for advertising and promotion. 

• Co-op advertising programs should be designed to 
encourage IP's to promote their own specific services. 

^Mjjng carcLcharges^foxJ-NEQCAIX^htTura^ ?   Tel^phone^MJ 
bg/allowetL 

^y 
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& Alternatives Analysis 
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PPI-BA-NY- 57 
Attachment 
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EXECUTIVE SUMMARY 

Prologue 

This document is intended as a 
revenues and costs over a five 

2123950709 TO BDB KE1M P.04/27 
P.03/34 

^l^llAlI,u:'ir 

ool for the Business Marketing organization to evaluate projected 
year planning period associated with the three primar/ services 

provided tr/ the New Yofk IMAs Ericsson svyitch. These services ane Mass Announcement Ser/icc 
(976), Interactive Information Net voric Service jlINS) and Group Bridging Service (GBS). Costs include 
estimates to provide a replacen-ent for the posting switch to be Year 2000 compliant. Multiple 
configurations were considered. Zosts included are for planning purposes only and are not intended 
as docket quality documentation, 

Bell Atlantic provides similar 
and network considerations, 
Marketing has focused its initial 
analyses to determine the overall 

services elsewher^ in the region. Each jurisdiction has unique service, cost 
Hcv ever, due to tjhe urgency of the Year 2000 issue in New York, Business 

assessment ijhere.  Other jurisdictions will be evaluated in future 
viability in each jurisdiction. 

tiers Estimated revenues, configurati 
regarding the viability of the procjji 
the unique nature of this service, 
upon Bell Atlantic. PSC orders 
perspective, the most significant 
damages with interest and legal 
product would not eliminate 
continuance of the product would 
of litigation would continue to ejeist. 

and associ^ed costs are outlined below. Risks must be considered 
uct, outside the fully distributed service costs assessment. Due to 

the New Yor c PSC has played a key role in the requirements placed 
i nd litigation are highlighted on pages 7 and 8. From a financial 
of these issu JS are the four RICO lawsuits currently pending, where 

could pofsibly be as high as $100M. While a decision to exit the 
the| current ordeH or legal proceedings, it is reasonable to assume that 

require Beji Atlantic to implement future PSC orders and the threat 

fees< 

Despite the costs associated with 
of financial risks associated with 
likely to be unsympathetic to 
In several recent orders, Bell 
process. It is critical that a 
is not service cost based. Simi 
overall viability of the product 
for cost study purposes. 

coit 

larU 
lin<: 

Background 

The Year 2000 is rapidly a 
world, especially every computer 
Brooklyn will be no exception, 
verified that the existing release 
leaving no doubt that the 

imp<sc; i A,'tc/r,<3trv« Analysis 
Prrnltgad 

the provisioning of a new switch, and our intemdl acknowledgment 
the product,! Bell Atlantic must anticipate that the New York PSC Is 

Issues and (nay advise Bell Atlantic to recover its costs elsewhere. 
Atlahtic was advised to recover costs through the exogenous cost study 

decision to exit musjt be accompanied by a legal/Regulatory strategy which 
•, while this document satisfies the internal requirement to assess the 
, it is not suitable for withstanding an extensive evaluation by the PSC 

pproacjhing. It has already had a significant impact on every industry in the 
based or liclated transaction system. The 1MA5 Ericsson switch in 

Fhis switch Has not been upgraded for several years. Bellcore has 
and two subsequent releases cannot handle the new millennium, 

Ericsson and the scjvices which depend upon it are in great jeopardy. 

and CcnMmJal.l Prtpired In Coottrnpi«»Jo" or lW3«tton 
pdgc 2 of 25 
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Efforts have been undertaken to 
they will not be able to upgrade 
would be to replace the switch, 
projected costs 
and previous pronxjtion. The 

ev sluate the vgrjous solutions to this problem. Ericsson has verified that 
he existing sfvitch to "make it current', and that the only alternative 

documen| discusses each of the potential solution scenarios and 
• -'-roundjinformation regarding the product, pricing, placement 

scenarios include: 

T Vis < 
and also provide; backgroundjinformation regardii 

a. 
b. 

d. 

migrating all 
lerv 
to a 

9? the existing InfoFonc services onto It. 
smaller version of the Ericsson for 976 only, and migrating the 

DMSIOOorSESS. 
and migrating the balance of the services to a 

Replacing the switch and 
Replacing the switch with 
balance of the InfoFone s« ;rvices i 
Withdrawal of 976 as a pp 
DMS100of5ESS. 
Outsourcing the switch, dwhich woul^ entail extensive labor relations issues and Is not 
considered a viable soluti sn). 

a 
r 
oduct offerihg 

Revenue and Costs 

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

Option 

a.   Entire switch reple cement 

b. Replacement with 
Ericsson for 976 
other services to 

smaller      | 
migration of 

orSESS I 
and 
CMS 

c. Withdrawal of 976 
migration of other 
DMSorSESS 

service and j 
services to I 

5 Year Revenue 

$62.6M 

$62.6M 

$41.3M 

Estimated Costs1 

$66.2M 

$61.6M 

$32.8M 

All solutions have associated risks 
by existing exposures and litigati 
move forward. The current state 

1 

Indeed, the continuance of this product line itself is accompanied 
cin which are (tot expected to abate, end may in fact, increase as we 

3f the produtt includes: 
PSC Orders jproviding fon 

snd associated password protection 
billing        j 

ejiminate contjibution for 976 
low IPs to ptovide billing and collection themselves 

equircment to dilop our rates ^eliminate contribution), in association with compliance 

Implementation in 1998 o 
a. New blocking option 
b. IINS and GBS detailed 

2. Potential rcouircment to 
3. Potential requirement to a 
4. Potential ri 

filing of 1997 

Source: Service Cost Estimates 

hMiwd 

Costs do not include cut over to a new switch or costs to exit. 

i nd CorSSntUL prepared ki Contcmptotion of Uttgitien 
impact & Altemativ^s Analysis pa3€ 3 of-85 
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5. Rins No Answer litisation sending 
6. RICO lawsuits pendtns wit i damages, irjterest and legal fees which could be as high as $1CX3M. 

Recommendation 

This is a declining market with intense competition 
local exchange carriers. Although 
risks to the corporation for continiJing 
discussed in detail throughout thi; i 

Based upon the projected cost; 
recommendation Is to exit the product 
develop a plan to facilitate the wi 

the forecasted 
the product 

document <nd 

, risks, and 
line, 

hdrawal of tie 

„. from interexchange carriers, and soon competing 
revenue and costs are as depicted above, the actual 
^ line may far exceed any potential benefit. Risks are 

particularly in the section identified as Risk Factors. 

inability to increase prices, the Business Marketing 
It Is further recommended that Legal and Regulatory 
~" 976, IINS and GBS services in New York. 

Impact A AUvrat'rvzs Analysis 
PrtvOeg-rt «i <: ConfcHndiJ. Pjrpflrwilii Ccfitamplrtoo of UtiaiiJoo 

po3c4ofS5 
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SITUATION ANALYSIS 

Market Factors 

The InfoFone* Services - NewYor c 
wholesale level. Bell Atlantic sells tjansport, 
provide passive end interactive 
lottery results, sports scores, wha 
these prosrams are called by resitlence 

2123952709  TO  BOB KEIrl „  P.06/34 
P.87/27 

5-    H t*rsM lOM 

^Kvll AUar;-^ 

product line services both a wholesale and a retail martet. On the 
:, billlrjig and collection services to Information Providers vMio 

p[osrBms on various subjects, includins, but not limited to: v\*ather, 
's happening on Wall Street, and Horoscopes. On the retail level, 

and blisiness customers. 

CompetWvc, Rcsulatory & Customer Uw Factors 

Call volumes have dropped sisnii 
Of the 8.6 million potential subscj-! 
prosrams, the product line's 
attributable to a number of factors 
own selective blockins service, 
such as: cable television, radio, 

fjcantly in recfent years although the product line remains profitable. 
bers in the j^ew Yoric Metro LATA, only 400,000 currently call ;976 

inexpensive information service.   The decline in revenue :ls 
Including competition from inter-exchange carrier 900 services, our 

a host of le^s expensive (or free) alternative sources of Information, 
newspapers, yellow pages, online services, and the Internet. 

most 

and 

In 1997, the PSC issued Opinici 
contribution from the rate charge<p 
We subsequently filed an Article 
been resolved. Should the court^ 
over our cost per call for this 

n and Ordrir 
to IPs for976 

"'Schallenginj 
find in favoi 

product will be 

The marketplace is experiencing 
range from print media (such as 
markets to online services that 
and business markets are finding 
America Online, and Prodigy, as wfen 
interest in fast unlimited 

Co-Dependendcs 

As one might expect, revenues 
obstacles to increasing usage and 
subscribers in New York. 

Overall, the proliferation of ways 
instant gratification, combined vy 
blocking options, have pushed 
trend is unrelenting. 

Impact i AlccrrvstK/cs Anatysis 

97.7 which included a requirement to eliminate 
service and unbundle the associated cost elements. 
this component of the Order. The matter has not yet 
of the PSC, the $0.02 per call we now retain as profit 

Ibst. 

proliferation of alternative sources of information. These sources 
newspepersj and magazines) targeting highly specific end niche 

cater to the not-sb-traditional home market. Those that bridge the home 
remendous Recess. These include sen/ices such as CompuServe, 

' as Intemetjservice providers. Customers are demonstrating a keen 
informat)t>n within easy reach. 

and call voimmes have plummeted downward. One of the key 
evenues is selective blocking service, which currently has 2.4 million 

and means fix accessing information, and the social trend toward 
ith stringent jrequirements placed on us by the PSC in structuring 

InfoFone* Services products out of the lives of our customers. This 

PrMlcg«<J i nd Confid«r«ljl. pr^pjred In CortampUtfoo of Uiig«tion 
p«gc5or25 
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Mlsratfon/Altcrrwttve Products 

There are no alternative offcrinss 
misration path internally for the in 
900 type prosrams with AT&T todjjy 
to that platform, away from Bell 
much more than the IPs are payinb 

3y Bell Atlantic to migrate these existing customers to. There Is no 
brmation pn >gnsms, and as many of the existing IINS & 6BS IPs have 
, -, it's expectied that they will continue to migrate their own offerings 

Atlantic. AT^T offers nationwide access to their programs, for not 
us today foi- New yor1<-only access. 

Strategic/ Tcchnologfcal/ & Ecc nomlc Factors 

The 1MAS switch which is the 
2000 compliant. The 
approximately $11 million. 

switch dedii 
purchase of a replafcement 

Demand for the product line 

Legal and Regulatory issues 
line. 

Correlations are made by the 
resulted in mis-perceptions 

sen ices. 
Blocking8 Option 4 lumps 97^ (Bell 
with pricey pay-per-cell 
selective blocking service in 
in LATA132 but 976) was crejated 
fought long and hard for som( 
providing customers with a blpcking 
more expensive pay-per-call 
not have declined at the rate r 
a counter to our request to 
subscribers. Since it's inception 
blocking, Option 4, with it's 
Option 5, disproving the IP 

2123958709 TO BOB KEIM 
P.07/34 

P.86/27 

!©)lV'IAli:ii,:k 

(pated for processing infoFone Services calls is not Year 
switch, along with associated costs will cost 

s decreasingi 20% - 25% year over year, and has been since 1993. 

incjluding litlgatibn have diminished the derived margin for the product 

I xjblic betwden Bell Atlantic pay-per<all and 900 services. This has 
apout the products and pricing, particularly with respect to 976. 

Atlantiq-Newyork's most affordable pay-pcr-call product)In 
This dption currently holds the majority of subscribers to 

h cwyork: 1.9p million. Blocking Option 5 (which blocks everything 
and approved by the PSC in January of this year. The IPs have 

relief with r^pect to blocking and have blamed Bell Atlantic for riot 
ing optioA that enabled them to access 976 while blocking other 

icrvices, sayi|»g that if such an option existed, their business wouid 
: has. Option 5, whose creation was ordered by the commission's 

rr^odif/ Optical 4 to eliminate 976 from it's group, currently has 351 
i, consumers have continued to express a preference for 'blanket" 

sdibscribers grcjwing by3114 during the timeof availability of the n©^/ 
argument. 

desiring to keep on top of what's happening in "real time", and are 
to accessingjdata electronically, particularly via online services and 

Consumers are increasingly 
becoming more accustomed 
the Internet. 

Blocking is«swvicc offered by itu Atlantic vvhjch enables customers to prevent calls from beirts made from 
their phones to numbers begirViins with spcc|fic area codes or exchanges. There ore 5 configurations for 
blocking scivicc. 

PrMI«9«d ind Confldtrtbl. pTOovd In Conutnpktion of LMjiton 
Impoct & Alternatives Analysis P0S«6of25 
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•   Consumers have clemonstrate( i 
now have ready access to the 
the pay-per-call services offeifed 

their wiliinshcss to pay for online information, and more frequently 
Internet from their desktops at work, further reducins their need for 

byteicprione. 

Risk Factors 

There are several existins issues related 
drain on internal resources. The 

to the product line which may continue to have a sisnificant 
«}xpense/revehues below are 'order of magnitude". They are: 

RICO Suits.- 

PSC Orders 

There are 4 such si its that have Iprought against the company by the IPs. Although it is 
hoped that these suits will be di 
high as $100 million. 

Recently we have 
for the implement^ti 
Option 5 end the 
HNS & GBS Reports 
to 976. 

teen hit hard by PSC Orders prohibiting us from recovering our costs 
ion of their Drdere. This includes the implementation of Blocking 

associated Password Protection (approximate cost $1 million), the 
project (appiroximate cost estimate $750k), the Order 97.7 related 

Order 97.7 - Contribution 
This Order required 
an Article 78 chall jngl 
however, our rate (|o 
the same. 

us to 
Origination & 

to our 
failed to 

cor 

Order 97.7 - Billing & Collection 
This Order requirejd 
components: call 
briefs filed subseduent 
that we intentiorK lly 
collection an optiqn that they cc^uld 
the Commission 
at $1 million to implement 
deliverables for 
personnel. 

tfe 

RNOA The "Ring-No AnsWer 
a difference of timing 
completed calls. f">e 
payments then argued 
the end offices we e 
Ericsson timing wa; 
undertaken.  It was 

PrMl«s«<l I 

Impact & Alterrativzs Analysis 

2123953709 TO BOB KE!M 
P. 08/3^ 

P.09/27 

^%, 

5? < 

^iMivn.,, i,. 

ismisscd, damages with interest could possibly run os 

us to eliminrtc contribution from our rate to the IPs. We have filed 
;ing the PSC's authority here and hope to prevail. If we don't, 

the IP will drop to $0.18 per cell, with the end user rate remaining 

Ifjthey prevail, 
and 

IPs.   Itwi 

unbundle" the rate elements associated with 976 Into 3 
ransport, call processing, and billing & collection. Jn 
mpliance filing this past August, the IPs have argusd 

comply with the Order by not making a billlnig'& 
do themselves. This issue is still being argued with 

mplementation of such an offering has been estimated 
• vill significantly increase our exposure with respect to 

also increase the demands on customer support 

•" issue was raised during the 93C-0451 proceeding and relates to 
at end office switches versus the Ericsson for measurement of 

IPs had battled our desire to migrate to outomated/AMA vendor 
their enticement to payment for ell "RNOA's" because for a time, 

billing customers for calls that lasted less than 2 seconds while the 
set to 2 scc(t>nds. A detailed analysis and call behavior study were 
learned tha^ callers to 976 programs typically remain on the line 

nd Conrtdcntt*!. prttur^d In CooumpUtlon ot Udfffton 
pa3« 7 of E5 
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tseccnds looser than 2 
.01%of976c8lle4 
connect with the 
Commission ordei 
interest [approximite 
simple or compoi 
Consumer Service; 

even thdush casual diaiins patterns may be far less. In factooly 
durins the sjkidy period huns up in less than 2 seconds fbllowirg 

976 numbci they had dialed.   The IPs have requested that the 
us to pay th »m for all RNOA's during the period in question plus 

cost: $1 nillion], possibly more dependins on interest rate and 
nded interes: calculation), The matter is currently residing with the 
Division. 

B.27.97 Filing The cost 
challenged by the 
rate to them to $0 
advised that this 

study assbciated with the compliance filing of last summer has been heavily 
IPs. They have requested that the commission order us to drop our 
07 per call [v crsus the 50.20 today]. Our state regulator/ team has 

matter may sex. >n evolve Into a full blown rate case. 

LNP Local Number Portpbility which 
the IPs to migrate 
them during the 93JC 
lose the programs 

iheirprograiTjS 
0451 

it was 
proceed 

Legal Support Currently there are 
the extent of 
benefit to the 

Sourdng Factors 

2 external 
support are costly 
corporation for 

is provided for in the new Ericsson switch will enable 
to CLECs. This was part of what was requested by 

ng. We could spend the money for the switch and 
purchased to manage. 

lavj' firms providing support to Bell Atlantic. This type and 
:o Bell Atlantic, resulting in eroded/eliminated financial 

facilitating these services. 

The Ericsson platform provides a unctionality jjnique in the country; that of broadcast tcchnolog/. It 
is also the only Ericsson switch re gaining at B^ll Atlantic/North. Other vendors have been infomndly 
approached and have indicated 1 JSS than lack-|uster interest in such an undertaking, because there are 
no other customers for such an c ffering. It would require them to develop software which doesn't 
exist for them today, and require hem to pass! those costs directly on to us, making their end pricing 
simultaneously non-competitive, snd very expensive. 

! 

It's expected that continued supj >ort of the sv^tch and associated upgrades over time will continue 
to drive the cost of maintaining tf e switch beyond the value of the services it is facilitating. 

impact & Alternatives Analysis 
PfMltscd i nd ContW«rttJ*l. prepJurd in Cont«mp«it<Ort of LW5»lion 

pascSo^S 
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OBJECTIVES/ALTERNATIVES 

•   Purchase & install a replacement switch for the existins Ericsson In place today. 

Issues/Risks: 

The latest version of the 
could spend the estimated 
customers to local 

svidtch hardwaije and software facilitates local number portability. We 
$11 milliqn on the new switch and lose some or most of our 

excharjse carriers. ! 

The demand for the 
increased demand for the 

servicjes is contlnujns to decline. A replacement switch will not result in 
product liraj. 

>«  The IPs have chaliensed 
challenscd the costs and 
evolve into a full-blown 
challensins are based or 
btllins & collection. Thesp 
Article 78 proceeding has 
of marsin in the rate, further 

Incentive resutatlon may 
subscribers. Currently, the 

product: 

Our COSt 

our IP rate 

end user rate 

IP rate vs cost 

«v3 call dur S7 

•    our IP rote for these coll t 
coll revenue ond our ini 

"   SSP is Subscriber 
minute rate. 

2123950709 TO BOB KEIM 
P. 10/34 

P.11/^7 

ojjr rate filins Associated with PSC Opinion & Order 97.7. They have 
structure of our rates. State Resulatory has advised that this could 

ijate case prcceeding before the Commission, The rates they are 
3 rate elements: call orisination & transport, call processing and 
rates also rtflect no contribution, as required by the Order. Our 

not yet been|rcsolved, so we may or may not prevail in the retention 
diminishing the value of the product to us. 

prevent us frbm recovering the cost of the new investment from 
rates charged and revenues/losses derived per call are: 

976 

per coll 

*>.18 

»>.W 

$0.40 

$i).02 

lINSCWOiPTO)* 

initiel; mm 

sb.14 

$t>.S6 

S^P" 

$0.12 

eachodd'i 
min 

$0.13 

$0.07 

SSP 

$0.05 

sec WO; 2 min, 970:10 min 

G8S(550) 

initial min 

$0.14 

$0.20 

$0.30 

$0.06 

each odd'l 
min 

$0.12 

$0.05 

$0.11 

$0.07 

7 min 

includes a 15% surcharse for the difference between their per- 
;iol & odditionoj minute charses. 

Selected Pricins. Thij product pnowides for the IP to set their own per- 

Our newly incurred invest nent will raisje the above noted costs by approximately 10%. 

ImpOCt & A'fcma:rv€S AnolysiS 
FrHlc3«d ^nd Ceortckntiil hrtMrtd In ConUmpUtlon of Litfg«tfoo 

po3e 9 of 25 
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in flndinss by the admir istrativ2 law 
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_3t_fi2Acrt iws % 

i 
•   The PSC proceedins tied t o the replacement of the Audichron Switch to the Ericsson resulted 

throush wtiich HNS & GBS services would be handled would need to have capacity increases. 

There is no existin3 direct 

judsc of willful misconduct and sross ncsllscnce. 
Undertakins the replacem :nt of this switch could easily result in a replay of history. These le^al 
proceedlnss are not only costly, but r»sult in bad press about Bell Atlantic in the country's 
leadins newspapers incb dins The Nev 'york Times and the Wall Street Journal, as well as local 
newspapers such as The I >aily News ar d New york Post. 

• This path creates no new business opportunity for Bell Atlantic, increases its costs, and does 
not reduce litisation expc sure. 

•   Replace the Ericsson with a wned dowr i version, just for 976, and migrate 540,970, & 550 
services to a 5ESS or DMSKJK) 

Issues/Risks: 

• This will cost us more than en entirety niw Ericsson for all the products since exlstins switches 

The current estimate is.- $l]2.8 million. ! 
l 
i 

• The issues that we'd have *vith entirely rcplacins the Ericsson for all the services apply here as 
well. ! 

•   Exit 976 and migrate 540,9 70 & 550 to a 5ESS or DMS100 

Issues/Risks: 

• The PSC would have to bi y in on this. JAs the 976 IPs are particularly vocal with the PSC, they 
may be resistant to soin3 < Ions with a "bartial amputation" of the product line. The IPs will still 
have access to them becz use of their other locally offered services (IINS & GBS). 

replacement! for the revenue associated with the product line. 

• Our opportunities to redu zz costs (customer service, product line manasement, I.5., legal, & 
resulatory) is minimized t / exitins onhj one of the products due to the nature of the services. 

•   Out Source the switch - po wibly to the! IPs themselves. 

• Labor Relations issues wot. Id be sisnlfic^nt, and in lisht of the other issues, this would probably 
not be a worthwhile und€ rtaking.       ! 

Impoct & AJtcmotiv^s Analysis 
fiWkgtd (nd 0»n(VHnt(«I. ^rtpartd In Contemplrtoo of IWjrton 

pogc10cf25 
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^Otfx 

•   WhJidraw the product line l^om the ma|l<ct place*. 

Issues/Risks: 

• Intervention Is likely. 

• The revenue stream will ce|jse to exist, vylth not another product line readily in place to backfill 
the revenue lost. 

J     Pac Tel withdrew their pay-pcr coll services arid prevslkd In court 

Wvi(«5«d jtvKonlWtrtiUL fr«p«T«d In Corrtewplrton of IWsitlon 
Impact & Altemativrs Anafysis pescno'W 
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THE PRODUCTS 

Ma$$ Announcement Service (MAS/97d) 
bcs'innina with the exchansc 976 tc 
automatically disconnected. The 
responsibility of the information pKJMder 
lottery results, and sports scores 

ciller 

Of ail of the products and services 
revenue, and as such is the comers1 

i 
;led to the InfbFone brand name, 976 generstes the sreatcst amount of 
one product or the InfoFone Services product line 

MAS is deployed on the Ericsson 
976 calls are routed through the 
in Manhattan (acting as a tandem to 
where the recorded announcemerjt 
message on the number they called 
thousands of calls per program 

s\|/itch in Brooklyn, which has the unique ability for broadcast messaging. 
Eric sson, regardless of origination, then forwarded to the 56* Street switch 

the Ericsson), then routed according to the appropriate service bureau 
resides. Thise transfers are transparent to the caller who hears the 

almost instantaneously. MAS is distinguished by its ability to complete 
sim jltaneously oyer 3 voice grade circuits. 

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

The revenue from each call is share i 
count volumes recorded by each end 

th: InfoFone Services are unique to 
creative external information p 
public, so that they will call, and cal 
yoric Metropolitan LATA, 

InfoFone competes with the inter-i 
sources is becoming more prevaleitit 
drives higher advertising expenditu es 
maintain their call volume levels. There 

Interactive Information Network 
phones to respond to selections 
or different cities for weather 
services like medical advice, home 

repots 

These numbers begin with 540 ano 
and are available in the New Vork 
the price for the service. Callers in 
digits, 

^i^jy^trnw IU buu Kb in P.13/34 

^)IVJ|.\(l.ii;:;< 

„..,, is a broadcast service whereby customers call a local number 
hear a 57 second message. Once the message is played, the caller is 

is charged a flat rate of $0.40 for each call. Program content is the 
and rurfs the gamut, including, but not limited to: weather, time, 

uier 
ling & collection services, out of the 900 Tariff, as one 

sees cherg s for calls made to 976 as one lump charge, stating the 
ibortlonofthetrbill. 

equally by Bell Atlantic and the IP. These revenues are based on cell 
office, ancl CABS reports for the intcrexchange carrier component. 

8ell Atlantic line of product offerings. They depend on motivated, 
ovld^rs to establish programs which create strong and recurring interest in the 

often. Of thi 8.6 million potential subscribers to MAS within the New 
approximately 400,000 Call 976 programs. 

occhange canjer 900 number services. Competition from a myriad of 
L There is aI$o fierce competition among Information providers. This 

for the IPS $s they must advertise more often and more effectively to 
are cunerttly 25 MAS IPS and 58 active programs. ^ 

Service (llNS/^40 & 970) callers can use the buttons on their touch-tone 
offered by the various programs, e.s., signs of the zodiac for horoscopes, 

The callefcan also reach a live person, if the IP provides one, for 
repair tips, arid more. 

970 exchanges. The 970 numbers are reserved for adult programming 
4etropolitanl^TAonly. Calls can run for any length of time. The IP sets 

the area whete the program is provided can reach it by dialing seven 

PrMKsM ind Confidentiil. fr*&*f*<t In Com«mpUtk>n or LWjatton 

Impact & Alternatives Analysis page 12 of 25 
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HNS is an intra LATA service 
programs to be available to all 
number carriers with a sisnificant bdvantasc 
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offerirja no inter L/fTA traffic can be carried. Since the IPS often want their 
consumers in the tri-state area, this limitation provides national 900 

Calls and revenue from HNS 
calllns 900 numbers and, 
cycle. There are currently 155 

programs have leveled off. Negative publicity discouraged people from 
unfomj lately IINS programs. HNS is in the mature stage of Its product life 

IIN$ IPS and 1139 active programs. 

Group Bridging Scrvfcc 
geographic area can talk to each 
include date and teen lines. A 
ensure the service is being used 

Numbers begin with the 
on the length of the call 
seven digits. 

SSO exch ange 
Callers 

There are currently 9 GBS IPS and 77 active prosrams 

(GSS/5|50) is like a Conference call, in that a number of callers within o 
i ither at the s^me time. Common Group Bridging Service programs 

iivt; monitor mujst check each Group Bridging program periodically to 
firoperly. 

„   Calls can run for any length of time. Charges vaiy depending 
in the area where the program is provided can reach it by dialing 

Most of the InfoFone Services IPS offer 
That is to say, most of the 976 IPS 4so 
group bridging programs, 

Circuit 9 is a product which has 
for this product for 1998 is 594,000 

b«n'grand fathered'. It currently has 2 remaining customers. The forecast 

more thar one of the different types of services to their end users, 
provide lljvlS programming, and many of the IINS IPS also provide 

imoaa & Akcnwivcj Analysis 
PrMlc3«d a r>d Confldenflsl. ^rrpirtd In CcKitrmoltdofi of LWgidon 
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PRICING 

The overall MAS pricing stratesf/ 
aforementioned PSC Order, and 
resulation would constrain our 

is to meirttain the current retail and wholesale prices.   The 
the outcome jof the Article 78, however, may effect this. Incentive 

to raise rtstcs to recover the new investment costs. BtHity 

In 1994, the retail price for 976 a 
$0.40 from coin phones. We 
rate. 976 programs are still the 
programs on subjects of national 

Prior to 1994, the company 
the $0.25 charged for each coin 
results in $0.20 of revenue for 
Atlantic's pay-per-call products 

Establish Service 

Recumng Charse 

Per Minute 

Billing & Collection 

# 
^tv. 

©nvMAU.u. 'a 
fe    oo.^u 

lls was raisccj from $0.36 to $0.40 from non-coin phones, $0.25 to 
reinf sree with thejpublic through our advertising that 976 services are flat 

lo-vest priced of any pay-per<all service. When one calls, there are 
nterest as will as New yoric specific information. 

retained $0.24 of the $0.36 charged for a non-coin 976 call, and $0.13 of 
< 76 call. Eacfi 976 call made today from a coin or non-coin phone 

Bell Atlantic anjd $0.20 for the IP. Here is a comparison of 2 of Bell 
v srsus industry 900 number services: 

Whi )}e«le Competitive Wdng Comparteoni 

976 

$787 

185.80 

$0.20 

inc luded 

Pricing is the primary edge that 
downward sloping. If price is 
factors effect elasticity: 1) aval 
budget, 3) the urgency of the customer 

lafcility( 

In addressing price, it is importenl 
The first is the initial charge for 
collection. The third element is tflic 

$0.07 for each additional minute, 
I? and what the IP charges the end 

540 

$125 

$21.38 

; $0.26/1 st min 
i0.07/odd-l min 

; 12% end user 
revenue 

MCI - <?004 

$2000 

$150 

$0.89 

10% end user 
revenue 

AT4T-90</ 

$2200 

$500/inili0l 
$i2S/onsoins 

$0.32 

10% end isu 
revenue 

IINS has ever the competition.  The demand curve for HNS is 
oW^red, total revenue would decrease. Demand is inelastic. Many 

of a substitute, 2) the importance of an item in the customer's 
's need and its relation to other needs. 

to recognize that there are 3 IINS pricing elements to be managed, 
line. The second is the monthly charge for transport, billing & 

price for usage. 
eich 

For transport, and full billing & co lection, Bell Atlantic charges $0.26 for the first minute of each cell, 
and 12% of the difference between what Beil Atlantic charges the 
jser. IPS can choose any price to charge caller (the retail sesment). 

'      Docs not include the ccat o' ftqeos lin'<s 

Impact & Alternatives Aratysis 
M^Vi^td Jnd Confldtr«J«l. pr«p«rwl In ComcmpUtion or Udg*dofl 

pogcUofSS 
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If an IP wants to charge callers $1 e 
charse the IP $0.71, calculated as 
1. $3.00-($0.26+$0.07+$0.07) 
2. $2.60x12% = $0.31 
3. $0.31 + $0.26 + $0.07 + $0.0? * $0.71 

minute, a 3 nfiinute call would cost the caller $3. Bell Atlantic would 
follows: 
M2.60 

The pricins for Group Bridsins 
$0.52. This call would result in a 
$0.20 (1" mln)+ $0.05 (2^ mln) -t 

Service is more 
:harge to the 
$0.05 ^m 

2l23'=i5evyy IU aua Kbin --.vr^-1^34 

^?   99 Arr* lOOfl 9E 

^Bv*l MLu^n 

straishtforward. A 3 minute call would cost the caller 
IP of $0.30, calculated as follows: 
n)-$0.30 

Impact & Mernotives Analysis 
PtMUsta i id ConOckntiat. ^rcpirvd in Conttrrodtion of IwiSan 

poSel^offiS 
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Promotion 

There arc no promotional activities planncd| fa InfoFonc Services In 1998. In 1997, the only 
promotional activity was a hishlis Tted directory listins campaisn carried over from 1996. Promotion 
of MAS during over the post seve -gl years has included: 

1. Promotion for the entire family of 976 prosrj|ms occurred in various formats. This Included 2 articles 
in the Extra brochure which is nailed with the phone bill to our residence and business customers 
every month, the free samplhs platform, jthe 976 program suide, the White Pages, as well as 
newspaper ads. The 976 Pro* ram Guide v\jas also made available in the lobby of 1095 Avenue of 
the Americas, and mailed n every (theh NYNEX) employee, both management and non- 
management at their work loc ations throughout the New york Metro LATA. 

i 
i 

During 1995 we produced ard aired cooperative advertising campaign television commercials 
which were program-specific for subject? shown in market research to be of high interest to 
consumers: weather and lottei y. We also airied these same commercials on the internal "NYNEX TV' 
to get our own employees m< Jte familiar wjith 976, 

3. We conducted a targeted mai 
usage patterns were tracked 
hoped for; increased calls to 

ing to established 976 users who call us, but infrequently. Their 976 
fc <• 3 months. This mailing did not facilitate the behavior modification 

?76 programs by a majority of the targeted group. 

Market research has shown that 
promotional activities we sought 
name. Furthermore, neither users 
telephone numbers they should (Jail to get the 
telemarketing was used to help 
telemarketing team in the Placement 

oranding our product is very important, so throughout all of our 
to familiarire consumers and IPs alike with the InfoFone product 
nor non-user)5 of MAS programs knew how to find the specific 976 

desired information. Our 1 .SOO.infoFone number end 
customers o/ercome these hurdles. There will be more on the 

sealon of this plan. 

The objectives of these efforts wa > to inform wlholesale customers that there is opportunity for success 
in New York for an entrepreneur v /ith unique, irmovative offerings, and that NYNEX was the company 
to partner with. We wanted our n :tail customers to know how to get access to the easy, fast, accurate 
information they needed right th« n. 

With respect to HNS, the media 
television supported by print and 
awareness of the product, we panned 
national trade shows, marketing 
exhibitions. Due to lack of fundirjg 

mix planned for 1996 for the retail market was a combination of 
direct mail tafgeted appropriately. To establish internal and external 

accelerated participation in the following events: local and 
events, statci fairs, internal awareness sessions, and staffed lobby 

;, these plarjs were not actualized. 

impoct & AJtemativcs Analysis 
PrMtrjtd i nd CortW^nttil. fnsurtd In Cemen>5l«lon of LW54tlon 
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Placement 

and InfoFonc Services - New York, 
services which require subject matter experti 
In addition, this role demands con 
customers, and, from time to time 
a universe of importance to the 
Markctins which more typically d^al: 
preventing them from belns posi 
product line. 

Mass Annciuncement Service in particular arc hishly specialized 
isel in the technology, mattetplace, end our target market. 

inual direct cbntact with our wholesale established and prospective 
our retail customers as well. The MAS-spccific characteristics have 

product line..; For these reasons, MAS Is not placed with Systems 
Is with iarg^ business customers and non-usase-driven products, 

ioned to mahage the unique set of demands associated with this 

We established an 800 number ( 
number has been incorporated 
caller to the dedicated customer 
who receive the calls qualify the 
reserdins the prosram catesories 
976 Program Guide, or redirected 

.800.442.TALK) for use by prospective IPs to make inquiries. This 
inl|o all of our inpustry-focuscd literature. When dialed, it forwards the 

managed by Artie Zanfini. The service rcprescntativts service center 
callers. If it'? a retail customer who has called, they are qualified 
of interest or 
as needed. 

information required and if necessary, arc then sent a 

bution chanrnels fa MAS ere our marketing support team (customer 
7BMO) and Service Bluneaus. Both pell MAS to Information Providers and provide ongoing 

endeavor to develop new applications or encounter service-related 

For wholesale customers, the distr 
service centen 
support to them as they 
difficulties. 

Service Bureaus provide space, 
helped us to close sales with new, 
New York. There have been no 

Equipment, tiven program development to IPS.  In the past, they 
inexperienced IPs, as well as those located outside of metropolitan 

IPs for this product line, however, for 2 years. nijw 

Retail placement rests with the tek :mar1<eting te^m at the BMO who responds to retail customers using 
the 1.800.442.TALK number, and' he IPs themselves. This team assists callers in locating the'numbers 
of specific programs they are sceljing. The IPs ijtse various means for getting the word out about their 
976 programs. 

There is one central office (CO) n each NeW York IATA that Is equipped to offer IINS. The 540 
exchange is used for IINS programs of genera? interest, end is available throughout New york State, 
while the 970 exchange, used foi 
IATA. Calls from anywhere within the IATA are handled by the serving CO for that LATA. 

!>> 
I.T/^LK 

lapect & Altcrrvstrvcs Analysis 

IINS "aduir programming is available only in the New york Metro 

are served by the service representatives within Artie Zanfinl's 
line, as wfell as industry service bureaus. These groups answer 

; promotional literaturi, then address the qualified leads. Prospective IPs ore 

As with MAS, prospective IINS 
organization via the 1.800.442.1 
basic questions, mail out i _.._... T,       .,..._ 
provided with individualized cout iseling on what to consider before entering the market and specifics 
on how to set started. 

PrMks^d i nd CantetnM. ftfwrcd In Cootomptotfoo of IWjJtfon 
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As the IINS IPs have a unique 
mentioned earlier is dedicated 
applications, reviews scripts, 
prices into the billins system, 
mortfily bills and remittances 

service ordef; provisionins, and billins requirements, the BMO team 
to sen/ins ithese InfoFonc customers.   This youp processes 

evalijates creditvN^thiness, ensures compliance with the l|NS tariff enters 
out pnosre m statements, and responds to IP questions rcsarding sen^s 

impact & A!terrativv:s Analysis 
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Itrftofone S«rric« - M«w Yoifc 

five Year Forecast - Revenues 

Mass Amxnccment Sovice 
yea-crvw yeai growjlh 

hteractive Infamvjrion ^le^MDck Scrwice 

ye« ewer ywr 9rt>«tti 

Stoop BiiJa»'a Stf,'t:e  
year ewer year yevvth 

Total 
overall yew over year srcvrth 

1998            1999 MOO M01 fioos     5 Vr Total 5 Vr Growth 

J6,506.O00    V4.88O,O0O W,66V00O O,59S,000 »2.965,000  $91,307,000 

M.992% -24.980% -9.997% -10,015%                           -M.427% 

M.133,000     »3,9i3,OaO 13,753.000 13,581.000 13,431,000  118.841,000 
•4.597% -4.819% -4583% -4.189%                             -16.905% 

-^509^00—14205* 
-0.069%        -0.067%        -0.500%        -0.057% -0.421% 

$15,148,000 $13,32^000 $11,916,000 $11,369,000 $10,886,000 $68,647,000 

•19.015%      -10594%        -4.590%        -4S48% -28.136% 

1998 

Hxjoct & Alematives Analysis 

\nfcSone Services - New York 
Hve Vear Forecast - Revenues 

1999 9000 soot 

#1% 
%. I 

PtMkJcdtndConMcnM. Pt«p«tdl«ConMin>U«qnori«S»9ori 
page 19of95 



^RellAllnnlic 

Infoforc Services • New Vork 
Five Year Forecast - Cato 

Mass Arrtxjxwnent S&vice 
year over year 9n>Mh 

Irteracttve IrifomialionNetwwV Sovice 
yea/o^r v«df gr>vtti 

-GiiAvBjiJaiiy Stiwx  
vrar over year groMh 

Total 
ovoall >caf ov«i year grcwlh 

1998              1999 BOOO MHM 
32.599,000    24,396,000 16,297,000 16,466,000 

-9S.0OB% -55.000% -9.996% 

3,500,000      3,300,000 3,800,000 3,053,344 
-S.714% -3.030% -4.583% 

2002 5 Yr Tola: 5 Yr Growth 
14,881,000 106,511,000 

-10.001% -54.438% 

9,925,446 15,978.790 
-4.189% -16.416% 

—9^00^00 l&OOfiQO 8^00^)00- 
-3^33%        -3.448% 

39,029,000    30,596,000    24,997,000 
-21.607%      -90.588% 

-9r?94/f02 g^9g^37    14^86^39  
-0.200%        -0.067% -6.915% 

20.539,983  136,776,729 22,315.746 
-8.154% -7.962% -47375% 

RJg 

-!!! 

ru TI 
7] 

1   U 
Em 

1998 

Imp'"' 4/Jleniatives Analysis 

InfoFone Sendees - New York 
Five Year Forecast - CaBs 

1999 BOOO fiDOf 

M>«c9cd(ralCcaMa<li>L mpBCdhCtnUncdtlfcMofUHjMian 

^% 4 

%k^ 
pa3e50of25 

fu 
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©RcllAtbnlic o 
I 

lrtfoFoo« Services • Mew York 

Rte Year Forecast • Cu/rent Costs 

Mass Anncxncemenl Se^ice 
costs 

Intcroctive fcnfofmalion N«work Service 
costs- 1st mimic 
costs - additional minules 
total 

-<5rxrp"&kJgiiig SeivicE  
costs- Isl mnutc 
costs - additional minutes 
totJ) 

Total 

Costs             1998 1999 WOO 2001 S008     5 Vr Total            Total 
32.529,000 24,396,000 18^97,000 -le.mfiOO 14,821.000 106.511,000 

0.181357    $5,899,362 Ut424,385 «^18,2e9 $2,986,587 $2/87.892 $19,316,515  $19,316,515 
3^00,000 3.300,000 3.200,000 3,063.344 2.925.446 15,978.790 

0.140166       $490,581 $462,548 $448,531 $427,975 $410,048 $2,239,683 
0.117146    $2^70.077 $2,706,073 $2,624,070 $2^503.809 $2,398,930 $13,102,960  $15,342/43 

$3,360,658 $3,166,620 $3,072,602 $2,931,784 $2,808,978 $15,342,643 
 3^300^00 2^00^00 9^00£00 2^94^02 2^95^537—1^286^39  
0.140166        $420,498 $406,481 $392,465 $391/80 $391,419 $2,002/43 
0.117146     $2,460,066 $2,378,064 $2,296,062 $2,291,472 $2,289,941 $11,715/04  $13,718,148 

$2,880/64 $2,784,545 $2,688/26 $2,683,152 $2,681,360 $13,718,148 
39.029,000 30/95,000 24,297,000 22.315.746 20,538.983 136.776.729 

 -- $1g.44Q/84~$1&r3?7/S1--$9;079?417 $8,601/23—$8r>78;231-$48^77,3O6-$4B,377/06 

K 

n 

InfoFone Servfces - New York 

Five Year Forecast • Current Costs 

1998 1999 2000 S001 

i   | 
\4# 

ro 
u 
03 

O 

s 
CD 
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^ 

ru \ 
\rr   -l & AJtematives Ane*ysfs 

rirMlcscdMdConlWcntUL rm>*cd In Cootor^tiaon o* U^Uon 
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•g'BcllAtlnntic 

Infofone Services - New Yorit 
Five Year Forecast • Costs - Scenario 2 • 

(service cost estimates) 

^v^ss Anrxxncement Service 
coas 

irteractrve Inkamalton Network Service 
costs- 1st minube 
cosS - dd<*icnal mitxitcs 
total 

G/cup Bridging Service  
coses- Is! mnute 
costs - addihofval minutes 
tC*£j 

TotZll 

New Smaler Ericsson & Migrate tlNS & GBS 

Costs 

17 

1998 
32,529,000 

27     $8,782,830 
3,500,000 
tS95,000 

M     U.430,000 
U,O25,OO0 
 3^00^00- 
.17        J510.000 
.14     $9,520,000 

»3,O30,000 
39,099,000 

—M&837^0- 

1999 2000 aOOt 
24,396,000 18,997.000 16,«i8,000 
$6,585,920 $4,940,190 $4,446,360 
3,300.000 3,200,000 3,053,344 
$561,000 $544,000 $519,068 

$3,234,000 $3,136t000 $2,992,277 
$3,795,000 $3,680,000 $3^11^46 

—2^00^00—t^oo^ee—2,794,402 
$493,000 $476,000 $475,048 

$2,436,000 $2352,000 $2,347,298 
$2,929,000 $2^28,000 $2,822347 
30^96,000 24,297,000 29315,746 

$43310,990-$«,-448;190-M0^80iCBC 

2002 
14.821,000 
$4,001,670 
2,925,445 
$497,326 

$2,866,937 
$3364,953 
-2,792337 

$474,731 
$2,345,731 
$2320,462 
203^,983 
tin iRA^yy; 

5 Vr Tola I Total 
106,511,000 
$28,757,970   $28,757,970 

15,978,790 
$2,716394 

$15,659,214  $18,375,609 
$18375,609 
14,286,939  
$2,498,780 

$12,001,029  $14,429,809 
$14,429309 
136,775,729 
$61,563J38?-$611563387- 

1998 

InfoFone Services - New Vork 
BvcYear Forecast- Costs-Scenario 2 

$999 2000 9001 

'•npact & AJlerrotives Ane*)«is 
PrMkgxd•nd ConfldcnM. trtptndtoContnt**ao* atmstikm 

page 23 of 25 



@ncll Allnntic 

InfoFone Services • New York 

Fwe Vear Forecast - Costs • Scenario 3 
(service cost estimates) 

yas% Announconert Service 
costs 

Inicoctrv^ Irrfofmaticn Network Service 
costs - 1st minute 
cosH • addfoorel minutes 
total 

• Exit 976 ft Migrate IWS « GSS 

Costs 

Group Drtdgng Scrwice 
costs- 1st mnrte 
costs • add bond mnutes 
total 

lotdl 

1998 
32,529,000 

$0 
3.500,000 
$595,000 

.14     $3,430,000 
$4,025,000 
3J»07XXr 

.17       $510,000 

.00 

.17 

1999 
24,396.000 

$0 
3.300,000 
$561,000 

$3,934,000 
$3,795,000 
y.voo.ouu 
$493,000 

$2,436,000 
$2,929,000 
6.200.000 

2000 
18,297,000 

$0 
3.200,000 
$5+4,000 

$3,136,000 
$3,680,000 
2.800.000 
$476,000 

$2^52,000 
$2,838,000 
6.000,000 

2001 
16,468,000 

$0 
3,053,344 
$519,068 

$2,992,277 
$3,511,346 
. 2,794,402 

$475,048 
$^347,298 
$2^22,347 
5.847,746 

$14,429^09 .14     $2,520,000 
$3^30,000 
6^00,000 

^7,O55^X)0 -^6^4;O00—$6^0e^(»-$6^33^9&- 46r184^&-^32.605^7-432i8C6/417-- 

2002 
14.821,000 

$0 
2,925,446 
$497,326 

$2^66,937 
$3,364,963 

2,792^37 
$474,731 

$2,820,462 
5,717,963 

5 Yr Total 
106^11,000 

SO 
15,978.790 
$2,716,394 

$15^59.214 
$18^75^09 

14,286,939 
$2,428,780 

$1?,001.029 
$14,429,809 

30.265.729 

Tool 

$0 

$18,375,609 

^ 

Q 
I 

^ 01 

fj 

5 0) 

H 
r~ -J w 
H CO 

O 

InfoFone Sendees - New York 
Five Year Forecast - Costs - Scerurfo 3 

1998 1999 2000 9001 

im^-ct & Merratwes Anafysis 
FiMtsed ami CortfdcaiH. n«p«c>] {a ContraplMtoneruption 

page 54 of"* 
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•o u\. 11 ^a^^nlini'^ o 

ss i^^^s 
InfoFooe Services - Kcw Vo/k BS 
Five year FOTCCJ it • Costs - Scenario 1 •NcwErtcsson 185 

in (service cost estimates) 
Costs 1998 1999 2000 2001 2002     5 W Total rota) ^^ 

Mrisi Arnooocement Service 32.529,000 24,396,000 18,297,000 16,468^00 14.821,000 106.511/XX> ^ 
costs 25 $8,132,250 $6^99.000 $4^74,250 $4,117,000 tt,705,250 $26,627,750 $26,697,750 Tl r 

tnteractrvc Intormation hietwort: Service 3,500,000 3^00,000 3,200.000 3,053,344 2,925,446    15,978,790 » [).J 

costs- Isl rnimAc .50 tTOO.OOO $660,000 $640,000 $610,669 $585,089    $3,195,758 "ui 

cosis - additional mnutcs .17 H165.000 $3,927,000 $3,B08,000 $3,633,479 $3,481,281   $19,014,760 $2^210.519 -•vl 

told $4^65.000 $4,587,000 $4,448,000 $4,244,148 H066J7D  $22,210,519 
g.792^37—14,286.939   

Kg 
oiuup &K>jTigSow«T 3,000,000 2,900,000 2;«oo^oo- - 2,794,402- F^*- 

costs - 1st mnjte SO $600,000 $580,000 $560,000 $558,880 $558^07     $2^57^88 1 
costs - addrtcrol mnutes .17 $3,060,000 $2,958,000 $2^56,000 $2^50.291 $2,848,387 $14,572,678 $17,430,066 ^ 
total $3,660,000 $3^38,000 $3,416,000 $3,409,171 $3,406^95  $17,430,066 

Total 39.029,000 30.596.000 24.297J00O 22.315.746 20.530.983  136,776,729 
•   •   

   »l6^77gSa-»^gg4;O0Q-Wgr«38iaSO $11,770,319 *H;478^«-$667268F334-$66S«<».334  - 

20 

InfoFooe Services - New York 

FWc Year Forecast - Costs - Seenaiio 1 - Hew Ericsson 

ru 

i 

1998 1999 fiOOO OOOf 

I  i   I 

knr^t i AtetnatNes AnalysH 
HMcsuiandCuiflJuXA PRp«i«db«COaecMpC*flanorU%Mlon 

page 22 0*2? 
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©licll Atlnnlic 

Wof one Services - New York 

Fwe Year Forecast - Sceruirfo 3 - Revenues 
1998 1999 2000 2001 

MaK Anrxxrcimert Service to $0 » W 
year ovw yea grosMh 

0)02     syrTotel SYrGiowtti 

to 10 

^teJactMrlntonnaliod Network Semce     M,133,000    $3,943,000    $3,753,000    $3,581,000    $3,431,000 i1B,Wl,000 

yeacverye*3roMh -4.597%        -4319%        -4.583%        -4.189% 

-Gron^Bricigiog^eiMC*  

yza cwa yew srowth 

1o(aJ 
overall v«ar ewer year growth 

-16985% 

-MjSOOjOOO—$4i5^000—$4^0^000 $<,4'>3.O0&—$4^90.«)0 tCg.'l99.0QQ  

-0.089%        -0.067% -0.200%        -0.067% '                       -0.421% 

$8,642,000     $8,448,000     $8,855,000 $0,074,000    $7,981,000 $41,340,000 

-2.845%         -S.885% -2.193%         -1.895%                              -8343% 

^ 

3- 

10 

InfoFone Services - New Yorit 
fWe Year Forecast - Scenario 3 - Revenues 

1998 

la»-0>ct & Atemaiwes AxWysis 

1999 2000 52001 

fiMhjMl mtt CoKOwrtM. Hcpwcd h CantaifiMai e( IMjatlon 

^^ t 
%. i 
^^ 
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NYNEX Consumer Tips 
Front Of Book 

12 Categories in Front of Book 

For The Bilingual Directories 

SpOltS 5Fcn;  W?S> 

Entertainment 

Lotteries 

Business Reports 

News 

Weather 

Novellas (Soap Operas) 

Horoscopes 

Attractions 

Social Services 

Local Events 

Health 



NYNEX Consumer Tips 
Call Sequence 

Consumer 

Consomer Dials Access Phone f to Enter System 

Consumer Is Greeted 
By NYNEX Consumer Tip Identifier 
And Is Prompted to Enter Tip Code 

Consumer Hears//i(roMessage (10 Seconds) 
Consumer Listens to TheGeneric FipMessage (20-30 Seconds) 

Consumer Listens ToExtro Message (10 Seconds) 
Consumer Has The Option ToD/recf Conmtlo Advertiser 

£i^ 

--»« 
A** 

tCi 

w^ 
^ T& 

* 



07/09/96  16:29   ©610 408 2585 R.H.Donnelley MM 

KNOW-IT-AU 
IN 5 EASY.- 

. j. J .* •.?•:? ^Mfhry.H'^ •^r-j;*:*-^ 

Sii15 

• .jii(%ii 

'•^wm^n 

i^^i.; 

consm 
'.-at 

NYNEX ConsuiMer Tips has" helpful advfce from ffif'ii^p^t 
on jriore than.75 consumer'subje%. ^^c^ 

i^^ ij tpojf fortSc-Gon 
. ridL,. •'iikrtem-ahdiWasfi 
":-VS  Yellow Pages. : 

3' Enter the *4-digi\c6de:^p^cx^^purca?fe^^^^^ 
• interest and listen) There*$ no limit to how often you v 

can use GOTSjimeft33DSaSOb.caU as,.often asyou like 

^^^k0-^'?::^ 

2.002 

.;'•• -  '^ -'^^i^^ y.---   .. 

; ^.yi^"^-'   -•,:-;,.-• 



NYNEX 
consumer 

FREE information* 
Dial (718) 555-5555 

and enter the four digit code 

5178 
Centralized Treatment 

5179 
Specialized Clinics 

5180 
Checking Credentials 

5181 
Methods of Payment 

'Ste NYNSX Consumer Tips md«x <oi caning flelalte 

7232 
Tratamlento Centralizado 

7233 
Chequeando Callflcaclones 

7234 
Metodos de Pago 

7235 
Clinicas Especiallzadas 

'Para delaiiss sohre iwniad.is. ref^rase ai md'Ce de 
10s ContOiOt (wa el ConsiFwfor de NYNEX 

^poribUf  d IM T IMC/V ^uii^umci   up 

M''":SZX New Consumer Tips is 
the Effect Complement to your 
/VV'.VIY Yeilcw Pages Program 

Discover Tips for Creating the 
"Perfect" Sponsorship Message! 
• It's New! 

• II Targets your Advertising 
Message! 

• It's Easy to use! 

• It's Inexpensive! 

• It's Flexible! 

• It's Free Information! 

• It's Maximum Visibility! 

• It's Measurable! 

• It Refers Prequalified Leads 

• It has a "Direct Connect" 
Option* 

• It's an Exclusive! 

J h- i /: 

Sponsorships Available in the 
Front of the Book 
• Local Sports • Horoscopes 

• Entertainment 

• Lotteries 

• Business Reports 

• Novellas (Soap Operas) 

• Attractions 

Also Available: 

• News 

• Weather 

• Social Services 

• Local Events 

• National Sports 

Legal Advantage 
Health Advantage 

' >•«.[ Cci»cil <.<.««*}•. v: y'fncd io adverwers ou'.iidc u' I ATA 132 or adiretisers whose remoie i»l; (orwarding 
lci',iiii<i

,.i'> (,>>iHnt'; r.i( lA'.A I V 
: ii-'^.f-' I'P'. iir.r: sM-.vn iho.v 15 lor pi j'i\.;i Cttji pi.irpn»s only 
•V.ui' pus unsj 'jrvt niy acpe>ii i"j"t'v 0 'twm 

NYNE^m 
Infornnation Resources 

I'rftparea lor 
NYNtX liformiiiion RnsnerfM CoiTipany. Publishers 
l)V Hi'iiiOen H. Donrigl'i^ S;iii-£ Hirpi(>»enl«live6 

An rruiion.ti'Oitls coma 'ird iiv";<» it; lii< iiin *«ciuiive 
use c' Aoilion^ftd .Sees Repiptui'UtlivOt Ki' NYNbX 
Velow Pimcs una meirei^lomoi;. Anyonaulhoriied 
use tvnelhor in O'iCinai 'vrm, cupioO m liy inlorence <« 
pioititmed and f^iy no ?.ut-)»:i 10 '.cgal OCIIMH 

Reuben H. Donnelley 
VWn acuntyjtttyiA 

Tlif fmn & Bndllrccl Corponlion 

^ )9K HtiDMn M Onnn.jii«y All Hignn Rnwirvrd ' 



^'•^ssijifa tm*^- "?-.••' m 
-(t^.^ii^*.r-• / :'*^£l--:: "^   i ••; 

CDN5UIV1ER advantage 

i 

m' 

|ilow Gverything wvw n***p^ to ^PT?^ ^ r^H 
in the IVIYIMEX y^lltavi/ ^^c?!^^.,.^^^ St":? F 

i M ouf /f f/Jfi ^ntees mw), wftaf All My Children are up to, the weather in San Diego, and just about anything else 

you can imagine. Look through the next few pages for the NYNEX Consumer Advantage information you would like 

to hear. Dial (718) 716-2288 on your touch-tone phone and enter the four digit code of your selected topic. 

Remember, the Information is FREE, so call as often as you'd like. 

NYNEX. 
consumer 

For more helpful information, look for the NYNEX Consumer Tips, logo \ 

under selected headings in your NYNEX Yellow Pages. j        j 

•s^tia 

Descubra si su equipo favorito de la Republica Dominicana gano, que sucedio en los ultimos capitulos de sus telenovelas 

preferidas,el pronosticp del tiempo para San Juan o simplemente cualquiera otra cosaque ustedpueda imaginar. 

Busque en las piginas siguientes para seleccionar la informacion del NYNEX Consumer Advantage que le gustana 

escuchar. Marque el (718) 716-2288 en su telefono de teclas y entre el codigo de cuatro digitos del tima seleccionado. 

Recuerde, la informacion es gratis. Llame tan frecueniemente como usted quiera.       l 

NYNEX. 
consumer. 

Para la informacion mas util, busque el logo de NYNEX Consumer Tips bajo 

los encabezamientos seleccionados en las Paginas Amarillas de NYNEX. 

^tate^fecki y iHttre el aWlgrt de cuatro 
il^ji^y^tii* del timiaAetecddnado. 



At triicUuns 

2908 American Museupi Of Natural Histqiy 

2909 Brendan Byrne A 

2910 Ellis Island 

2911 Giants Stadium 

ena 

2912 Hispanic Society;Museum 

2913 Madison Square Garden 

2914 Museo Del Barrio 

2915 Nassau Coliseuri) 

2916 Radio City Music Hajl 

2917 Shea Stadium 

2918 The Bronx Zoo 

2919 The Statue Of Liberty 

2920 United Nations Headquaters 

2921 World Trade Center 

2922 Yankee Stadium I 
2943 Schomberg Center for Research in Black Culture 

2944 Studio Museum of Harlem 

2102 Movie Reviews 

2103 Video Guide 
2104 Adult Contemporary Singles 

2105 Book Reviews 

2106 Top 10 Singles 

2107 Top 10 Country Singles 

2108 fop 10 Pop Albums 

2953 Top 10 Rap Singles 

2109 Entertainment News 

2141 fop 10 Urban Singles 

2150 Today Is Your Birthday 

2267 Prime Time TV Picks 

2268 Cable TV Movies & Programs 

H^ni^Cii,;..-^/ 

2945 Morris Jumel Mansion I       2.15.2..Mu.3riu,s. 

2946 Arron Davis Center at City College 

2947 Riverbank State Park   I 

Business Mews 

2209 Foreign Business Report 

22^0 BqndJ\§|rke[Update • 

2211 Business News Heablines 

2214 Precioiis Metals Report  

2216 NYSE Report and Dqw Jones Averages 

22^7AMEXl^ingftep^rt t  

2218 NASDAQ fradirlg Report 

2153 Pisces 

2154 Aries 

2155 faurus 

2156 Gemini 

2157 Cancer ^_,_............ 

2159 Virgo 

2160 Libra 

2161 Scorpio 
2162 Sagittarius 

2163 Capricorn 

-•'-*•*« 

fe'ifecr." 

„ ly'1 Pi i 

^S'mlM 

>!' • I: 

mm  



LDN5UIVIER advantage 

2949 Studio Museum of Harlem 

2950 Morris Jumel Mans 

2951. Arron Davis Center a 

2952 Riverbank State Park 

WYfTrivUrt 

Atracclones Lnt rptnnlnii«^n!.n 

2923 American Museumldlf Natural History 2868 Noticias del Mundo del Entretenimipnto 

29M Brendan ^meArei ii i?M?..^i^!f)°?..^L!I°Pj'?".. 
2925 Ellis Island 2870 Canciones Latinas del "Top 10" 

2926 Giants Stadium 

2927 Hispanic Society Miiseum 

2928 Madison Square Garjden 

???9..M!J.seo Del Barrio 

2930 Nassau Coliseum 

?^J...?,a.^9..p).!y.M^.i.c.H? 

2§2 Shea Stadium 

ZMI^fronxZoo 

?Mlll].e'.^at.ue. W.Liberj;; 

2935 United Nations Heajlpuarters 

2§7 Yankee Stadium 

2948 Schomberg .Center fdr Research in Black Culture 

(n 

•fMru'iCOf.KI'-. 

2856 Acuario 

2857 Piscis 

2858 Aries 

2859 fauro 

2860 Geminis 

2861 Cancer 
2862'Leo ]"'"']' 
2863 Virgo 
2864 Libra'"^' 
2865 Escorpion 
2866 Sagitario 

City College                                2867 Capricornio 

IMegacios/ Noticias rinanci^ras 

2841 Actualizaci6n del M^rcado de Bonos 

2842 Titulares de Noticias be Negocios 

.?M3.riePO^ 

?S'NASpAQ ReportcddS 
?MiMS|..Reporte/Pro^ 
2M6, Repprte de Metales P/eciosos 

2847 Detalles de la Boisajle Vaiores 

MIM 

\ tila\tti6i7iB'EMQ oh ybur tbuch-tane 
^hbne and enter the four digit cade of 

ydiir selected topic. 
•'if"*iWfi!i\f-!*ifl; 



•«• 

Local Events 

2110 Art Line 

2111 Comedy Line 

21J2 Concert Line 

2115 Senior Events 

ill l<jl   St,M"V«l  i-?-, 

2894 Aid To Dependent Children 

2895 Day Care Facilities 

2896 Medicare 

2897 Sociai Security 
2116..Speci?l Events  2898 Supplemental Security Income 

2117 Theatre Line {  2899 Unemployment Benefits ''  

211.8 Childrpn^lyerits 2900 YMCA  

•;•* 

LcittHry        j i 

2668 New Jersey Lattery 

2848 Connecticut Lottery 

2849 Nm York Lottery 

Suap Dpcras 

2250 All My Children 

vi.jflU .'VitJiv^ 

2938 World News Report 

2251 Another World • 

2252 As The World Turns' 

2253 The Bold and the Beautiful 

2255 Days Of Our Lives 

2258 General Hospital 

2259 Guiding Light : 

2262 Loving ! 

2263 One Life To Live 

2266 The Young and the Restless 

-'•v-..,.• 

!.• • r^K^iiWir 



conteclmlentos/ Entire.enimieulo Lotiiuj 

1871 Clubs/Baijes 

?872 Lfnea de Comedia 

2873 Conciertos/Aciuaciones 

2874 Festivales 

CONSUMER 

Sr^tvlcios Soclol'*!'; 

;n Vivo 

2901 Ayuda para Ninos Dependientes 

2902 Facilidades Diurnas para el Cuidado de Ninds 

2903 Medicare 

2904 Seguridad Social 

2875 Acontecimientos Locales para Ninos 2905 Ingreso Suplementario 

2876 Acontecimientos Locales Especiales 2906 Beneficios de Desempleo 

2877"pepor^ Loc^                                                 2907 YMC/T' 

2878 Peliculas y Teatro en Espanol 

iterla 

•850 Loterfa de Connecticut 
^851 Loterfa de New Jersey 

!852 Loteria de New York 

ivelas 

:853 Telemundo 

854 Univisien 

'r",a.'£»S rVk.ifn}!''''"- 

2939 Noticias de la Republica Dominicana 

2940 Noticias de Puerto Rico 

2941 Noticias de Latino America 

2942 Reporte de Noticias Mundiales 

Marque eH7IBl>lfcZeaB en sutelDfono 

p 5     digitda del tieriitl aeleccianadii. 
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2053 Yankees j    i" 
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2(^7 Rangers  
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2222 Sports Report 
2224 NFL Report]  
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2412 Detroit 
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2431 Pittsburgh 
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2436 San biego  
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2438 Seattle  

^^.MPa/St Petersburg 
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CUSTOMER CALLING SERVICES 

Mobile 

•   CALL WAITING 
No Monthly charge. Ainime rates apply 

•   CALL FORWARDING 
No monthly charge, Ainime rates apply 
for the entire duration of call, 
(long distance or toll applicable depending 
where the calls are being fonvarded to) 

•    3-PARTY CONFERENCING 
No monthly charge, Airtime rates apply 
for duration of both calls, 
(long distance or toll applicable depending 
where the third party call tcnninates) 

•    NO ANSWER TRANSFER 
No monthly charge, Ainime rates apply 
for the duration of both calls. 

ACTIVATE: After hearing beep that indicates incomin.. call 
I-Press CLEAR 

\ r"5 «MM(t0 P.Ut f,rSt Part> 0n ho,d & conn^ to ^coming call; 3. Press SEND to alternate calls. 
TERMINA TE: Press END - or just don't answer. 

ACTIVATE: 
1. Press Clear 

2. Press •72+dcstination telephone t (include area code if needed) 
3. Press SEND (listen for pin prompt)- PIN 
4. Press SEND (listen for confirmation tone) t END. 

Note: If phone is authenticated, then it is not necessary to do 
Step 3 shown above.     

TERMISATE: Clear - '73 •>• SEND (listen for confirmation 
tone + PIN (PIN not needed if phone is authenticated) - END 

While on outgoing call: press CLEAR. Dial third party number. 
Press SEND to put first call on hold.  After third party answers 
Press SEND to connect to all parties. If user wishes to disconnect 
the third pany. press SEND. 

While on Incoming call, press CLEAR.  Dial third pany number. 
Press SEND, PIN code, press SEND again. After third party 
answers, press SEND key to connect all parties. If user wishes to 
disconnect the third party, press SEND. 

ACTIVATE  Clear-Vl + telephone ff + SEND + PIN <• 
SEND + END. 
TERMINATE: Clear + "73 + SEND + PIN + SEND + END 

INFORMATION SERVICES 

*LIST/S478 (Free) Directory of services 
•JAM/526 (A/T rates apply) To receive 
traffic information 
'TIP/847 (Free) To report traffic problems 
•UAL/825 (A/T rates apply) United Airlines 
Flight Reservations 
•CG/24 (Free) Coast Guard Emergency 
•FIND/3463 (A/T rates apply) To receive 
driving directions 
'DWI/394 (Free) Report a suspected drunk 
driver 
*86 (A/T rates apply) Mobilcmail retrieval 
*711 (Free) Reamer information 
•88 (Free) WCBS News tip line - report news 
•1130 (Free) Bloomberg Financial Market News 

911 (Free) Emergency Calls 
611 (Free) BANM Cusiomcr Service 
*411 (A/T rates + Toll Charge) Directory Assistance 
411(An" + $.75)InfoAssist 
*18 (Free) To activate FMR 
*19 (Free) To deactivate FMR 
*78 (Free) To activate MobileReach 
•780 (Free) To deactivate 
*67 (Free) To block an individual call from 
the Caller ID service—Per Call Blocking 

•82 (Free) To unblock an individual call from 
the Caller ID service 

SFEATS.DOC 8/22/97sbw 
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May29. 1998 EUS/XIVF-98:484 

George Korsanos 
Bell Atlantic 
240 E. 38th. Street 
14th Floor 
New York, NY 10016 

Dear George, 

This letter is in response to your request for infonnation regarding the nature of potential Year 2000 (Y2K) 
problems that Bell Atlantic could experience in the 1MAS platform. 

As previously discussed, the IMAS is operating with an obsolete load (AS-61) that was not tested for Y2K 
issues. The following lists potential areas of failure with Ericsson's most recent non-Y2K compliant AS's. 
It should be understood that AS-61 could have additional undefined areas of concern. 

Operational problems could occur in non-Y2K compliant application systems during the date shift from 
December 51,1999.10 January 1, 2000 (Y2K problems).   An AXE office could experience one or more of 
the following types of in-service problems. 

Traffic Handling - 

There does not appear to be any Y2K problem that would directly affect call set-up, connection, switching, 
and termination. However, a side effect of a Y2K problem could cause an exchange restart, possibly 
resulting in temporary (less than 2 minute) service intetrupnon. An example of this would be a Y2K error 
in scheduled periodic maintenance tasks, resulting in a large number of maintenance tasks being initiated at 
the same time. If a sufficiently large number of maintenance tasks were so triggered, internal job buffers 
could be overflowed, resulting in a system restart. 

Periodic Maintenance - 

In many cases, AXE maintenance routines and tests can be ordered via exchange command to occur at a 
later date and time. A Y2K problem could result in the ordered test not being perfoimed, or being 
performed at the wrong time. For example, scheduled routine tests of subscriber lines could all trigger at 
the Y2K date shift, causing an inappropriate number of tests to occur within a short period of time00 

Reports and Printouts - 

Y2K problems could result in either no date or the wrong date appearing on AXE exchange reports and 
printouts. 

Feature Timers- 

Some features that use date and time information in their operation may not work correctly for some period 
of time around the Y2K shift. For example, timers associated with call gapping may fail, causing a 
temporary interruption of controls on call flows and daUtbase query a«empt<;. 

Event Logins - 



OCT  12   '99  12:38 FR BELL flTLRNTIC 2124765262 TO 7687568 P.06/11 

Y2K problems may result in incorrect dates and times appearing in stored system event and maintenance 
logs. 

System Timers - 

Internal system timers could trigger erroneously at the Y2K shift, causing scheduled feature events (e.g. 
time of day routing change) either not to occur or to occur at the wrong time. 

Statistical Reporting - 

Computation of traffic measurements, processor load, and other time-averaged statistics relating to events 
occurring over a time period which includes the Y2K shift may be incorrect. 

Data Transcript Aging - 

For some types of routing and digit analysis table updates, service problems that occur within a certain time 
period following activation of the new data will result in the "old" data being restored automatically. Y2K 
problems could affect the proper aging of these data transcript changes. 

Subscriber Announcements of Date and Time - 

Y2K problems could cause certain features that automatically build date and time voice announcements to 
do so incorrectly, resulting in a subscriber receiving incorrect date and time information in an 
announcement. 
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I/O File System - 

Y2K problems could cause incorrect timing of pre-schoduled file deletions, resulting in I/O system restarts 
An I/O system restart will temporarily intorupt the ability of the exchange to receive and execute operator 
commands. 

Reload File Selection - 

Y2K problems could result in the improper automatic selection of a system backup load, resulting in the 
exchange being reloaded with an older revision of the system rather than the most recent backup0 

If you have questions, please contact me at 972-583-5579. 

Sincerely, 

Charlie Stroud 
Technical Solutions Director 

CC: 

Chuck Johnson, Ericsson 
Amy Johnson, Ericsson 
Niclas Branbcrg, Ericsson 
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Case:  98-C-1079 
PPI 

Date of Request: October 12, 1998 

PPI-BA-NY-78 Attach hereto copies of the six contracts that BA-NY has "with 
six clearinghouses for the New York area." (P. 16).  

RESPONSE: 

BA-NY objects to this interrogatory on the grounds that it seeks confidential and 
proprietary customer information. Notwithstanding this objection, attached is a 
standard contract used for the billing and collection services with clearing 
houses. 

f:\st07448\ppil-114.doc 
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AGREEMENT FOR BILLING AND COLLECTION SERVICES 
BETWEEN 

NEW YORK TELEPHONE COMPANY 
AND 

This Agreement is entered into between NEW YORK TELEPHONE COMPANY ("NYT"), a 
corporation incorporated under the laws of the State of New York with its principal place of business in 
New York, New York, and ENHANCED SERVICES BILLING, INC. ("Client"), a corporation 
incorporated under the laws of the State of Delaware with its principal place of business in San Antonio, 
Texas. 

WHEREAS, Client is either an Interexchange Carrier (IC), or an Operator Service Provider (OSP) or is 
acting as a Clearing Agent for billing and collection purposes for cenain ICs and/or OSPs; 

WHEREAS, Client desires to purchase from NYT, and NYT desires to provide to Client, billing and 
collection services for Client End User Customers or, in the case of a Clearing Agent, for the end user 
customers of the ICs and/or the OSPs that the Client represents, who are also end user customers of 
NYT; 

NOW, THEREFORE, in consideration of the mutual benefits accruing to each Party, the Parties hereby •• 
covenant and agree as follows: 

Section I. Certain Defined Terms 

As used in this Agreement and in the attached Exhibits which form a part of this Agreement, and unless 
otherwise expressly indicated herein, the following terms shall have the following meanings (such 
meanings to be equally applicable to both the singular and plural forms of the terms defined): 

"Access Customer Name Abbreviation (ACNAV - A unique three character alpha identification 
assigned to the Client and associated with a particular Carrier Identification Code (CIC). 

"Adjustment" - A billing amount related to Client End User Customer charges which is added to or 
subtracted from the balance due from the Client End User Customer. 

"Alternate Billing Entity Code (ABECV - A numeric identification code used in conjunction with billing 
and collection services for customers who do not purchase Feature Group B or Feature Group D Access 
Service. 

"Calling Card" - A telephone calling card issued bv NYT on its own behalf or bv the Client on its own 
behalf. 

"Carrier Identification Code (CICV- A numeric identification code which is currently used for customers 
with Feature Group B or Feature Group D Access Service. 

"Centralized Message Data Svstem CCMDS'V1 - A system which may be used to transfer exchange 
message interface ("EMI") formatted billing data between the designated recordins/ratino companv and 
NYT. 



"Client End User Customer" - An end user customer of KYT who makes any of the types of calls listed 
in Section 3 of this Agreement routed by Client acting as an 1C or an OS? or, in the event the Client is 
acting as a Clearing Agent, those end user customers of NYT who make any of the aforementioned call 
types using any of the ICs or OSPs represented by the Client. 

"Directory Assistance" - A telephone call where IC or OSP support services (either manual or 
mechanized) are provided to the end user at the end user's request in order to determine a telephone 
number. 

"Exchange Message Interface" (EMI) - Standard record layouts for IC/LEC data exchange published by 
Bellcore. 

"Holiday" - Includes New Year's Day, Presidents Day, Independence Day, Labor Day, Veterans Day, 
Thanksgiving Day, Christmas Day, and the day when Memorial Day is legally observed in the NYNEX 
region; and the first Tuesday after the first Monday in November (Election Day) is observed in the 
State of New York. 

"Host Choice Company" - The local exchange carrier chosen by Client to receive Client data and to 
process and distribute such data to NYT via CMDS. 

"International Call" - A telephone call which originates from the United States (including Alaska, 
Hawaii, Puerto Rico, and the Virgin Islands) and terminates in any other country, or a telephone call 
which originates outside the United States. 

"Network Data Mover fNOM)" - A communication protocol which can be used to transfer data between 
the Client and NYT. 

"Operator Assisted" - A telephone call where IC or OSP operator support services (either manual or 
mechanized) are provided to the end user at the end user's request in order to complete the call. 

"Pav-Per-Call Services" - Audio information or entertainment services accessed by dialing a 900 special 
access code. 

"Rated Message" - A message, including credits, which has been assembled and edited by Client (or the 
ICs and/or OSPs for which the Client is acting as agent) and to which Client (or the ICs and/or OSPs for 
which the Client is acting'as agent) has applied its applicable rates and charges, as well as all applicable 
taxes as set forth in this Agreement. 

"Sent Paid" - A telephone call where the charges are billed to the telephone number of the originating 
station. ^        0 

Section 2. General Service Description 

NYT shall provide Billing and Collection Services in accordance with the terms and conditions set forth 
in this Agreement, the Contract Information Sheet attached hereto as Exhibit A, the other exhibits 
attached hereto, and any applicable tariffs. Additional details regarding NYT's Billing and Collection 
Services are set forth in the NYNEX Billing and Collections Operations Manual. 

Client or the IC/OSP for whom the Client is acting as a Clearing Agent shall cause to be recorded both 
domestic and international messages originating on its facilities.   Client or the IC/OSP for whom the 



Client is acting as a Clearing Agent shall assemble, edit and rate those messages which Client will 
deliver to NYT pursuant to this Agreement. Such messages shall be processed by Client's Host Choice 
Company and delivered as Rated Messages to NYT in EMI format, via CMOS, NDM, or masmetic 
tape, or any other method as may be mutually agreed upon by the Parties in writin". 

Client shall not deliver to NYT any Rated Messages which Client docs not own. Notwithstanding the 
foregoing, in those instances where the Client is acting as a Clearing Agent for other ICs and/or OSPs" 
such Rated Messages may not be owned by the Client but may be owned by other ICs or OSPs' 
However, in these instances, Client represents that it is acting as the agent for the owning IC or OSP and 
has full authority to act on behalf of the IC or OSP principal and sell to NYT the Rated Messaoes In 
this event Client shall not deliver to NYT any Rated Messages for which Client does not act as a^ IC or 
OSP agent. Further, Client shall not deliver any Rated Messages which Client or ICs and OSPs 
represented by Client acting as a Clearing Agent have previously billed to a Client End User Customer 
directly. Client shall deliver domestic Rated Messages to NYT no later than 90 davs, and international 
Rated Messages no later than 180 days, from the date that the Rated Messages were first recorded by 
Client or those ICs and OSPs for whom Client is acting as Clearing Agent, unless otherwise agreed to by 
NYT in writing. ^ 

Any transmission of Rated Messages received from Client which is determined to be unreadable (contain 
bad data of which no portion can be processed by NYTs billing svstem) will be reported to Client for 
recovery within one (1) business day where NDM is utilized, or no later than two (2) business davs 
where another transmission medium is utilized by Client. NYT shall not be held liable for data 
transmissions received in this condition. 

NYT will process through its billing system any readable Rated Message data transmission within on- 
(1) business day of receipt of data transmission from Client. NYT will send a Confirmation Report 
which identifies those Rated Messages which it accepts for billing ("Accepted Rated Messages") and a 
detailed listing of every message rejected within one (1) business day via NDM, or three (3) business 
days via another medium, from the data processing date. 

NYT shall provide Client with Account Record Keeping which consists of the updating and retention of 
all information needed for the billing of Client End User Customers. NYT shall also provide to Client 
the error resolution services and processing for Accepted Rated Messaacs failing the Account Record 
Keeping processing requirements. 

Client message detail determined to be lost, damaged, or destroyed as a result of NYTs tape/file 
Er0xS?iWl1 be recovered'if Possible, by NYT. In the event the message detail can not be recovered 
by NYT. Client wall retransmit the data to NYT, provided Client is notified within the ninety (90) day 
time constraint outlined in the NYNEX Billing and Collection Operations Manual. If backup cannot be 
provided by Client, and NYTs request occurred after the ninety (90) day period, NYT will estimate the 
messages and associated revenues based upon historical data and negotiate a mutually aareed unon 
settlement. 

NYT will maintain a file of Accepted Rated Messages until such messages are included in the Client End 
User Customer's bill m accordance will! NYTs normal billing cycle. 

The Client and NYT are dependent on the other to provide accurate and timely billing information to 
produce a quality bill for their customers. The customer bill is in fact created by applications 
resident in each company. This collection of applications can be called the "Intercompany Billing 
oystem . r   j -, 



Each company will use their best efforts to notify the other of any changes that are to be made to 
any application within the "Intercompany Billing System". For major changes, notification will 
occur no later than three (3) months prior to the scheduled change. For all other changes except 
emergency changes, notification will occur at least sixty (60) days before the change is scheduled. 
For emergency changes, notification will occur as soon as it is known.  Notification will include: 

When the change is scheduled to occur 
What area or function is being changed within the billing system 
A point of contact to secure additional information. 

The Panics agree to work together to determine if the change will require inter-company systems 
testing and, if so, the extent and scheduling of the test plan. If testing is required, neither Party will 
implement the said changes until a successful test has been accomplished. 

NYT shall prepare and mail bills to Client End User Customers and shall post bills as rendered to 
NYT's accounts receivable in accordance with NYT's procedures for its own services. An integrated bill 
will be rendered based on the standard bill format provided by NTT, which will contain charge elements 
for both NYT and Client. All charges will be considered owed to NYT and will be reflected in one total 
balance due. NYT reserves the right to change the standard bill format. NYT shall advise Client of any 
substantive changes in the standard bill format 30 days prior to the enactment of any such change. 

When bill format changes will affect Client systems, NYT will not enact any such change without 
notification to Client in writing six months prior to implementation. 

The Client corporate logo will be displayed, along with itemized Client charges, on the Client pages of 
the Client End User Customer bill. "Client" shall be primed on each detail page, as well as on the sub- 
totaled line showing total Client charges. If Client provides an additional CIC(ABEC)/ACNA within 
one Billing and Collection Agreement, Client will have the option to have a separate logo. If NYT 
prcnides Billing and Collection Services under a separate CICCABEQ/ACNA, the bill for each 
CIC(ABEC)/ACNA will be displayed and subtotaled separately. 

NYT will provide Client with Collection Services in accordance with the provisions of Section 9 hereof. 

Section 3. Tvpes of Rated Messages Billed 

For Client End User Customers, NYT shall provide to Client Billing and Collection Sendees for the 
following types of Rated Messages: 

(a) Sent Paid; 
(b) Operator Assisted; 
(c) Calling Card; 
(d) Directory Assistance; 
(e) International; and 
(f) Pay-Per-Call Services 

NYT shall not be obligated to provide Billing and Collection Services for any of the foregoing call types 
until such time as Client provides to NYT an acceptable test tape for the type of call to be^billed. and 
has paid all applicable program development fees, if any. 

NYT shall not be obligated to provide Billing and Collection Services for other ancillary charges 
associated with such calls, including but not limited to service fees, charges for merchandise, catalogs. 



political or charitable contributions, or other services or products, unless Client receives written 
authorization from NYT. 

NYT shall not be obligated to provide Billing and Collection Services for other call types unless Client 
receives written authorization from NYT. NYT reserves the right to not bill for calls which are 
prohibited by applicable regulations, laws or tariffs, or which contain matter which, in the sole discretion 
of NYT, implicitly or explicitly invites, describes, stimulates, excites, arouses, or otherwise refers to 
sexual conduct, or sexual innuendo. NYT also reserves the right at any time to reject or refuse to bill for 
any calls if and when directed to do so by a regulatory authority or if the billing of such calls would, in 
the sole discretion of NYT, adversely impact the image and reputation of NYT. Additional terms and 
conditions applicable to Pay-Per-Call Services are set forth in Exhibit B. The standards NYT applies in 
deciding whether to bill pursuant to this Section shall be applied to all Clients for whom NYT provides 
Billing and Collection Services. 

NYT reserves the right to immediately suspend the provisioning of all Billing and Collection Services if 
Client submits unauthorized call types/services for billing or if Client's business practices adversely 
impact the image and reputation of NYT. Upon suspension, NYT will notify Client in writing of the 
reason(s) for said suspension. NYT shall have the right to terminate this Agreement after thirty (30) 
days of such notification if during that period Client does not cure the problem. 

NYT will not bill for calls made to or from an end user who has been blocked from making such calls. 
These blocks may be, but are not limited to the following: NYT initiated block of long distance, 
customer initiated blocks, or suspension for non-payment. 

Upon written request from Client, NYT will consider providing Billing and Collection Services for new 
telecommunications services, not contemplated herein. 

Section 4. Late Payment Charge 

Client or the ICs/OSPs for whom the Client is acting as Clearing Agent shall notify Client End User 
Customers that amounts payable to NYT may be subject to a late payment charge on all outstanding 
amounts which remain unpaid at the time the next NYT bill is rendered, or at such other time of 
imposition as may be determined by NYT. Inclusion of such notice in Client's tariffs or the tariffs of the 
ICs/OSPs for whom the Client is acting as a Clearing Agent will constitute adequate notice under this 
Section. Any such late pajment charges paid by Client End User Customers are the property of NYT. 
Client shall indemnify and hold harmless NYT from and against any loss, cost, claim, liability, damage 
and expense (including reasonable attorney's fees) relating to or arising out of Client's failure or the 
failure of the ICs/OSPs for whom the Client is acting as a Clearing Agent to include and maintain such 
notice of late payment charges in its tariffs. 

Section 5. Settlements and Purchase of Accented Rated Messages 

NYT shall purchase Accepted Rated Messages from Client. The Amount Due Client shall equal the 
dollar amount of the Accepted Rated Messages ("Face Amount of the Accepted Rated Messages") on 
a per transmission basis, subject to the adjustments set forth below. 

For each transmission received from Client, NYT shall provide a Settlement Report providing the 
information necessary for calculating the Amount Due Client. In the event that NYT agrees to 
provide Billing and Collection Services to Client under an additional CIC(ABEC)/ACNA, a separate 



Settlement Report will be provided for each transmission of Accepted Rated Messages submitted 
under each additional CIC(ABEC)/ACNA. 

(A)     Adjustments 

The following adjustments shall be used to determine the Amount Due Client.    These 
adjustments will be identified on the Settlement Reports provided to Client. 

(1) Factored Uncollectible Adiustment 

NYT shall deduct from the Amount Due Client an amount (the "Factored Uncollectible 
Amount") to compensate for the anticipated revenue loss due to the failure of Client 
End User Customers to pay NYT. NYT shall determine the Factored Uncollectible 
Amount by multiplying the amount of the Accepted Rated Messages by Client's 
Uncollectible Factor. The Client Uncollectible Factor shall be determined as set forth 
in Section 5(A)(3). Once a month, additions will made to the Factored Uncollectible 
Amount by applying the Client's Uncollectible Factor to the tax amount included in the 
monthly adjustments set forth below in Section 5(A)(2)(d). 

(2) Monthly Adjustments 

Once a month, a Monthly Settlement Repon will be produced showing the following 
monthly adjustments: 

(a) An amount for "Post Billing Adjustments". Post Billing Adjustments are amounts 
NYT removes from Client End User Customer balances, pursuant to Sections 8(B) 
and (C) of this Agreement. 

(b) An amount for "Unbillables". Unbillables are amounts which NYT is unable to 
bill or credit to Client End User Customers. 

(c) An amount for any billing errors that may have been made by Client or NYT. 

(d) An amount for billed taxes and for adjusted taxes. Taxes are computed by NYT 
and billed to Client End User Customers. 

(e) An amount for billed surcharge amounts. Surcharges are only billed to Client End 
User Customers as a result of the Client issuing a formal request to NYT to bill 
such surcharges. 

(3) Uncollectible Factor Determination 

NYT shall determine an Uncollectible Factor for Client in the following manner: 

(i) Based upon its records for a three (3) month period, NYT shall determine the 
amount billed, including taxes, by NYT to Client End User Customers which, 
after standard collection efforts, are accounted for as realized uncollectibles (the 
"Realized Uncollectible Amount"). The Realized Uncollectible Amount shall be 
adjusted for "Net Recoveries" received by NYT during the said three (3) month 
period.    Net Recoveries are payments received from End User Customers for 



billed revenues that have been previously declared as realized uncollectible, minus 
any Outside Collection Agency Expenses. 

(ii) To derive the Uncollectible Factor, the Realized Uncollectible Amount shall be 
divided by the revenues from the three (3) month period in which the Realized 
Uncollectible Amount was originally billed to the end user. These revenues will 
include the face amount of the Accepted Rated Messages plus billed taxes and plus 
or minus those monthly adjustments stated in Section 5(A)(2). 

Example of deriving Uncollectible Factor: 

Realized Uncollectible Amount for April - June 1995 
Accepted Billed Revenue for July - September 1994 

= Realized Uncollectible Factor (Calculated in July 1995) 

(iii) The Uncollectible Factor, once determined, shall be used for the ensuing three (3) 
month period, at which time a new Uncollectible Factor shall be computed and 
used for the succeeding three (3) month period. 

(iv) In the event that NYT has not provided Billing and Collections Services to Client 
for a particular CIC(ABEC)/ACKA during the three month period prior to 
execution of this agreement, NYT shall apply an initial Uncollectible Factor of 
12%. The initial Uncollectible Factor will remain in effect until the Client's first 
quarterly true-up is calculated. Generally the first true-up is calculated thirteen 
(13) months after the initial acceptance of Client's messages by NYT. 

(v) NYT reserves the right to immediately raise the Uncollectible Factor in its sole and 
absolute discretion. In the event that NYT increases the Uncollectible Factor to 
twenty percent (20%) or more. Client may terminate this Agreement ninety (90) days 
after the date that written notice of such termination is given to NYT. 

(4)     EMI Credit Adiustments 

Client-initiated EMI Credit Adjustments will appear on the Settlement Report as a 
reduction to the Amount Due Client. The EMI Credit adjustments will equal the face 
amount of accepted EMI credit messages remitted by Client. 

(5)     Quarterly True-Up Adjustment 

In order to account for the difference between the Factored Uncollectible Amount and 
the Realized Uncollectible Amount for each three (3) month period, NYT shall make a 
tme-up adjustment as follows (the "True-Up Adjustment"): 

If the Factored Uncollectible Amount for any three (3) month period exceeds the 
Realized Uncollectible Amount for that same period, NYT shall add the difference to the 
Amount Due Client. If the Factored Uncollectible Amount for any three (3) month 
period is less than the Realized Uncollectible Amount for that same period, NYT shall 
subtract the difference from the Amount Due Client. 



After each true-up period as described above, the True-Up Adjustment, either reducing 
or increasing the Amount Due Client, will be made in the month following the month 
that said True-Up Adjustment is calculated. 

If NYT ceases to render billing and collection services to Client for any reason, NYT 
shall continue to conduct quarterly true-ups until Client's realized uncollectibles are 
zero. Each true-up adjustment after said cessation shall either reduce or increase the 
Amount Due Client. 

(a) If the Amount Due Client results in a debit (positive) NYT shall pay to Client the 
amount by adding 55 days to the Settlement Report Bill Date and using the 
payment criteria described in Section 5(B)(1). 

(b) If the Amount Due Client results in a credit (negative) Client shall pay to NYT the 
amount by the payment date indicated on the Settlement Report. The payment 
date is derived by adding 55 days to the Settlement Report Bill Date and using the 
payment criteria described in Section 5(B)(1). 

(B)     Payment of Amount Due Client 

(1) Except as provided below, NYT shall pay to Client the Amount Due Client, computed 
in accordance with Section 5(A), no later than fifty-five (55) days from the date the 
Accepted Rated Messages are accepted by NYT (the "NYT Payment Date") pursuant to 
Section 2 of this Agreement. Upon written request from Client, NYT may advance the 
payment of the Amount Due Client up to thirty (30) days from the date the Accepted 
Rated Messages are accepted by NYT. In return, NYT shall charge Client the prime 
rate, as reported in the Wall Street Journal the first business day of January and July of 
every year, plus two (2) percentage points, or the maximum interest rate allowed by 
law, whichever is lower, for the number of days advanced times the Amount Due Client 
(the "Discount"). NYT shall pay Client the Amount Due Client, less the Discount. It is 
contemplated that payments made hereunder may not include any applicable Tme-Up 
Adjustment, which shall be made at the appropriate subsequent date. 

In the event NYT determines, in its sole and absolute discretion, that Client may be 
unable to perform its financial obligations under this Agreement, NYT may withhold 
payment of the Amount Due Client until such time as Client provides assurance to NYT 
that it will be able to perform such financial obligations. 

NYT shall have the right to net against Amount Due Client those Billing and Collection 
amounts for which NYT has not received payment from Client within forty-five (45) 
calendar days of the Payment Date, and for which Client has not disputed said charges 
as set forth in Section 13. 

Payment will result in immediately available funds on the NYT Payment Date. If the 
NYT Payment Date falls on a Sunday or on a Holiday which is observed on a Monday, 
the NYT Payment Date shall be the first non-Holiday day following such Sunday or 
Holiday. If the NYT Payment Date falls on a Saturday or on a Holiday which is 
observed on Tuesday, Wednesday, Thursday or Friday, the NYT Payment Date shall be 
the last non-Holiday day preceding such Samrday or Holiday. 



(2) If Client does not receive any portion of the Amount Due Client by the NYT Payment 
Date, or if any portion of the Amount Due Client is received by Client in funds which 
are not immediately available to Client, then NYT shall pay to Client a late payment 
charge. The late payment charge shall be the portion of the Amount Due Client not 
received by the NYT Payment Date times a late factor. The late factor shall be the 
lesser of: 

(a) the highest interest rate (in decimal value) as of the NYT Payment Date which 
may be levied by law for commercial transactions in the State of New York, with 
interest compounded daily for the number of days from the NYT Payment Date to 
and including the date that NYT actually makes the payment to Client; or 

(b) the prime rate, as reponed in the Wall Street Journal the first business day of 
January and July of every year, plus two (2) percentage points. This rate shall be 
converted to simple interest by dividing by 365 days and shall then be applied for 
the number of days from the NYT Payment Date to and including the date that 
NYT actually makes the payment to Client. 

Any late payment charge shall be included with a subsequent NYT payment to Client at a date 
to be mutually agreed upon. 

Section 6. Assignment of Rated Messages 

Client represents and warrants to NYT that each and even' Rated Message which it shall deliver to NYT 
under this Agreement is either owned by Client or that Client is authorized to deliver such Rated 
Messages to NYT acting in its capacity as agent for the principal 1C or OSP. Further, Client represents 
and warrants that to the best of its knowledge the IC and/or OSP for whom it is acting as agent owns the 
Rated Messages delivered to the Client. Notwithstanding the foregoing. Client represents and warrants 
that each Rated Message delivered to NYT shall be delivered free and clear of any and all liens or claims 
by any third party, and that at the time of delivery of such Rated Message to NYT, such Rated Message 
has not been assigned, pledged, transferred, sold, exchanged, or otherwise conveyed or encumbered. 
Upon the request of NYT, Client shall provide reasonable written assurance to NYT of the foregoing. 
Any such conveyance or encumbrance shall be null and void. 

Section 7. Application of Taxes and Tax-Associated Rate Elements 

(A)     Billing of Taxes and Tax-Associated Rate Elements 

(1) NYT agrees on behalf of Client to charge certain taxes as hereinafter provided. Regardless 
of whether taxes are computed by NYT or Client or those ICs and/or OSPs for whom Client 
is acting as Clearing Agent, Client is solely responsible for the determination of the 
appropriate federal, state and local taxes and tax-associated rate elements, including sales 
taxes, federal excise taxes and other taxes imposed on Client End User Customers ("End 
User Taxes"). 

With respect to End User Taxes, NTT shall compute the federal excise taxes and state and 
local sales and excise taxes applicable in the State of New York to Client's services. NYT 
will compute and apply state and/or local sales and excise taxes for the states within the NYT 
region appropriate to the state in which the End User account is billed.  Client shall compute 
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and apply state and/or local sales and excise taxes for intrastatc messages which both 
originate and terminate outside the state in which the message is billed. For example a 
message originating in Maine, terminating in Maine and billed in New York State should 
contain the Maine state sales tax in the message detail sent bv Client to NYT. Messages 
provided to NYT by Client for billing shall not include a calculation of federal, state or local 
taxes for any state within the NYT region except as described above for intrastate messages. 
Client shall provide sufficient information to NYT to enable NYT to compute and charge the 
applicable End User Taxes described in this subsection. At the request of Client and in 
accordance with the procedures outlined in the NYNEX Billing and Collection Operations 
Manual, NYT will compute and apply gross receipts and other surcharges to Client End User 
Customer bills. 

With respect to the federal excise tax. Client hereby directs NYT (i) to treat as exempt from 
the federal excise tax those Client End User Customers who have furnished NYT federal 
excise tax exemption certificates in connection with their purchase of service from NYT; and 
(ii) to compute and charge the applicable federal excise tax to non-exempt Client End User 
Customers. 

Client hereby further directs NYT (i) to treat as exempt from the applicable state and local 
sales and excise taxes those Client End User Customers who have furnished NYT sales tax 
exemption certificates in connection with their purchases of service from NYT; and (ii) to 
compute and charge the applicable state and local sales and excise taxes to non-exempt Client 
End User Customers. NYT shall not treat a Client End User Customer as exempt from 
federal excise tax or state and local sales and excise taxes for any periods prior to the actual 
receipt by NYT of an exemption certificate. 

For any new sendees offered by Client, in accordance with the procedures outlined in the 
NYNEX Billing and Collection Operations Manual, Client shall advise NYT in writing 
regarding the application of the state and local sales and excise taxes, federal excise tax, and 
any other End User Taxes and any gross receipts surcharges. Client shall advise NYT 
whenever any change in state or federal law requires a change in the computation or 
application of End User Taxes to Client's services, provided however that, when a change in 
federal or state law requires a rate change in the computation of federal excise tax, or state or 
local sales or excise taxes, NYT (i) will provide wrinen notification to Client and (ii) will., 
apply the same rate change it has applied with respect to its own services in the computation 
of taxes to Client's services unless Client advises NYT not to do so in writing within ten (10) 
business days from receipt of notification from NYT. Client hereby releases NYT from any 
and all liability arising out of NYTs computation of rate increases as described herein and 
NYT's compliance with Client's instructions and directions regarding the imposition, 
computation, and collection of federal, state and local taxes and surcharges imposed on 
Client End User Customers, including but not limited to Client's direction that NYT treat as 
exempt from the federal excise tax and/or state and local sales and excise taxes those Client 
End User Customers who have furnished NYT federal excise tax and/or state and local sales 
and excise tax exemption certificates in connection with their purchase of service from NYT. 

(2) NYT shall, at the time it pays the Amount Due Client as provided for in Section 5(B) hereof, 
pay over to Client all gross receipts surcharges and all sales taxes, federal excise taxes and 
other taxes imposed on Client End User Customers, which NYT has billed to Client End 
User Customers on behalf of Client. 
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(B) Filing of Tax Rerums 

Client shall file all returns for all federal, state and local taxes, including sales taxes, federal excise 
taxes and other taxes imposed on Client End User Customers, or with respect to Client services and 
shall pay or remit to the respective taxing authorities all such taxes. NYT shall not be entitled to 
retain any statutory fee or share of End User Taxes to which the Party collecting such taxes is 
entitled under applicable law. 

(C) Indemnity 

(1) Client agrees to indemnify and hold NYT harmless from and against any liability or loss 
resulting from any federal taxes, state or local gross receipts taxes, and any other state or 
local taxes, including sales taxes, federal excise taxes and other taxes imposed on Client 
End User Customers, and including penalty, interest, additions to tax, surcharges or other 
charges or expenses including reasonable attorney's fees, payable or incurred by NYT, as a 
result of: 

(a) the willful or gross negligent failure of Client to pay any federal, state or local taxes, 
including sales taxes, federal excise taxes and other taxes imposed on Client End User 
Customers, or file any return or other information as required by law or this 
Agreement; or 

(b) NYT's compliance with this Agreement, or any determination by, direction by, or 
advice of Client, or NYT's correct use of information provided by Client in 
performing any tax-related service hereundcr; or 

(c) any tax audit, investigation, or assessment by any governmental unit or agency with 
respect to Client services billed by NYT in accordance with this Agreement. In this 
regard, if any federal, state or local jurisdiction determines that any tax, including but 
not limited to State Gross Earnings Tax, State Gross Income Tax, City Utility Tax, 
and also including sales taxes, federal excise taxes and other taxes imposed on Client 
End User Customers (including interest, penalties and surcharges thereon) are due 
from NYT on amounts collected by NYT and remitted to Client in the form of NYTs 
purchase of accounts receivable or Accepted Rated Messages pursuant to this 
Agreement, Client agrees to be liable for and indemnify NYT against any such taxes, 
including any interest, penalties and surcharges. The indemnity payable hereunder 
shall be payable in all events and without regard to any determination that NYT is the 
Party' obligated to collect and remit such tax or other taxes or file the tax returns. 

(d) Notwithstanding the above, such indemnity is conditioned upon NYT providing Client 
with the notice required in Section 7(D)(2). Such indemnity shall be provided to NYT 
on an after-tax basis taking into account (i) the tax consequences to NYT of the 
receipt of the indemnification pa\-mcnt, and (ii) any tax benefit actually realized by 
NYT with respect to the liability or loss which gave rise to the indemnification 
payment. 

(2) NYT agrees to indemnify and hold harmless Client from and against any liability or loss 
resulting from any penalties, interest, additions to tax, surcharges or other charges or 
expenses incurred by Client as a result of: 

(a)      the willful or gross negligent failure of NYT to compute and charge taxes in 
accordance with Section 7(A) of the Agreement; or 
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(b) the willful or gross negligent failure of NYT to provide the tax information included 
in the Settlement Reports provided for under Section 5(A)(2) of the Agreement. Such 
indemnity shall be provided to Client on an after-tax basis taking into account (i) the 
tax consequences to Client of the receipt of the indemnification payment, and (ii) any 
tax benefit actually realized by Client with respect to the liability or loss which gave 
rise to the indemnification payment. 

(D)      Indemnity Procedures 

(1) In the event NYT becomes aware that any taxing jurisdiction is auditing the Agreement or 
the services and activities performed pursuant thereto, NYT shall so notify Client as soon as 
practicable and periodically advise Client of the status of such audit. 

(2) In the event that any taxing jurisdiction asserts against NYT any claim for which indemnity 
by Client may be required under paragraph 7(C)(1) of this Section, NYT shall so notify 
Client in writing as soon as practicable. If Client disagrees with said Claim, Client shall, 
within ten (10) days after receipt of written notice of such Claim by NYT, direct NYT in 
writing to protest, appeal or contest the asserted Claim; provided, however, in the event 
NYT is required under the law of the taxing jurisdiction to pay all or any portion of the 
asserted Claim prior to protesting, appealing or contesting said Claim, including interest and 
penalties thereon. Client shall pay said amount to NYT prior to NYT's filing of said protest, 
appeal or contest. In the event NYT refuses to protest, appeal or contest any Claim after 
direction by Client to do so. Client shall not indemnify NYT for said Claim, and NYT shall 
be responsible for all amounts due pursuant to the Claim, including interest and penalties 
thereon and all other related costs. NYT shall keep Client advised of the status of any such 
proceeding, and shall solicit Client's views on matters of litigation strategy, including the 
selection of counsel. Notwithstanding the foregoing, however, NYT shall retain control over 
the progress and disposition of any such protest, appeal, contest, litigation and proceeding, 
including the selection of counsel., and shall pursue same with due diligence and good faith. 
In any event, NYT shall obtain Client's written consent prior to settling any Claim. 

(3) In the event NYT pays all or any portion of the Claim, and/or incurs costs incident to 
contesting such Claim, NYT shall, from time to time, bill Client for all or any portion of 
such payments, including interest, penalties and attorney fees. Client shall pay the entire 
amount billed in immediately available funds within thirty (30) days of the date such bill 
was rendered by NYT. 

(E)      General Tax Audit Requirements 

(1) If a governmental authority conducting an audit of Client seeks access to tax records in the 
possession of NYT, 

(a) NYT shall promptly notify Client; and 

(b) to the extent permitted by law, NYT shall cooperate in any effort by Client to object 
to the production of such records and/or seek protective arrangements with respect to 
such records. 

(2) When any governmental authority conducts an audit of NYT with respect to taxes for which 
Client might be required to reimburse NYT, 
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(a) NYT shall promptly notify Client of any audit manors that arise which might affect 
Client; and 

(b) NYT shall seek Client's advice in dealing with audit matters that might affect Client 
and shall keep Client fully informed as to the status of such matters, however, NYT 
will retain control of the audit. 

(3)      Each Party shall bear its own expenses with respect to any audit. 

Section 8. Customer Service Procedures 

(A) Referral Process 

(1) When a Client End User Customer requests direct contact with Client, NYT shall refer that 
customer to an 800 number, which Client shall provide and maintain. If requested by the 
Client End User Customer, NYT may also furnish such Client End User Customer with the 
information provided in Section 2 of Exhibit A. 

(2) Client shall notify NYT of any changes with respect to the 800 number or to Client's 
address as provided above at least thirty (30) days prior to the effective date of any such 
change. 

(3) To facilitate communications between Client and NYT Customer Service personnel. Client, 
shall, at Client's cost and expense, provide NYT with an 800 telephone number. 

(B) Adiustment Process 

NYT will adjust Client charges on a Client End User Customer bill at the direction of the Client 
Where Client determines that an Adjustment to a Client End User Customer's bill is warranted the 
following process shall apply. 

(1) Client shall promptly notify NYT of any Adjustment to a Client End User Customer bill. 
Client shall transmit such Adjustments to NYT via the IC/LEC memo for a Manual 
Adjustment or via a rated message in EMI format for a Mechanized Credit Adjustment as 
specified in the NYNEX Billing and Collections Operations Manual. NYT reserves the right 
to return to Client any IC/LEC Memo submitted by Client to NYT, which is illegible, 
requires clarification, contains errors or for other reasons which prohibit NYT froni 
processing such Memo. In situations where return of an IC/LEC Memo will adversely 
affect the Client End User Customer, oral communication may be used by Client and/or 
NYT in order to provide a prompt resolution. NYT agrees to use its best efforts to include 
all Adjustments received from Client in accordance with NYT's normal bill cycle. 

(2) Client agrees not to submit for rcbilling to NYT those charges associated with any 
adjustment made pursuant to Section 8(B)(1) above except that Client may submit such 
Accepted Rated Messages for rebilling provided that Client has obtained the consent of the 
Client End User Customer to accept and pay for the rcbillcd amount, and Client so notifies 
NYT in writing of such consent prior to any rcsubmission to NYT. This notice to NYT 
shall include the date of the contact and the name and telephone number of the consentino 
Party. In the event the Client End User Customer still refuses to pay the rebilled amount" 
NYT may adjust the charge off the Client End User Customer bill and recourse the disputed 
charge to Client in accordance with the recourse procedure set forth in Section 8(C) below. 
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(C)     Recourse of Disputed Charges 

NYT shall recourse disputed charges under the following circumstances: 

(1) For those unpaid charges for which NYT cannot deny service by law, regulation, ruling, or 
direction of any governmental authority, only after available collection and treatment 
opportunities have been exhausted; or for those instances where NYT determines not to 
deny local service due to unusual facts and circumstances, including but not limited to 
regulatory or political reasons, governmental agency or sensitive/highly visible Client End 
User Customer. 

(2) For cases where a Client End User Customer dispute regarding Client charges has not been 
resolved between the Client End User Customer and Client and the Client End User 
Customer subsequently contacts NYT; or a Client End User Customer refuses to contact 
Client. 

NYT may recourse these disputed amounts and shall notify the Client End User Customer verbally 
that (1) the disputed amount will be removed from the bill, (2) Client has not forgiven the charge, 
and (3) Client may independently pursue collection remedies. NYT will notify Client that^a 
recourse adjustment has been processed. 

Notwithstanding any of the foregoing provisions, prior to any recourse, appropriate levels of 
NYT's management shall review and approve recourse of charges to Client in accordance with 
existing NYT authorization levels and the provisions of this Section. 

(3) At the time when an account is written off as final uncollectible bad debt, all charges to be written • 
off that are associated with Client Pay-Pcr-Call Services billed by NYT shall be reccunsed to 
Client. Recoursed Pay-Per-Call Sennce charges shall be excluded from the allocation of 
uncollectible bad debts. 

Section 9.   Collection Services 

NYT shall render bills to Client End User Customers and apply pa^nents and adjustments to the 
aggregate amount due NYT on the NYT bill. NYT shall not apply Client End User Customer payments 
to specific portions of the NYT bill as may be directed by any such Client End User Customer (e.g., a 
direction that the entire amount paid be allocated to the local exchange service portion of the bill) except 
where mandated by regulatory authorities. Partial payments shall be apportioned in accordance with 
NYT's existing procedures. 

NYT shall provide collection sendees pursuant to this Agreement in a manner consistent with the 
procedures applied by NYT on its own behalf and in accordance with applicable regulatory 
requirements, including but not limited to notification and customer billing requirements. NYT will 
pursue collections as single amounts due to NYT unless prohibited by regulatory requirements. 

Collection services include, but are not limited to, the preparation and mailing of account status notices 
to Client End User Customers with outstanding balance due amounts. NYT shall provide Client with a 
copy of its collection procedures that are in effect as of the date of this Agreement. Any significant 
changes to the NYT collection procedures shall be communicated to Client at least three (3) months 
pnor to implementation except as otherwise directed by regulatory agencies. 
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In cases where treatment and collection action fails to produce payment of outstanding amounts NYT 
may provide denial of local service, restricting Client End User Customer access to the network or a 
portion of the network, dependent upon regulatory requirements or network limitations. 

In those instances where a Client End User Customer's service is terminated, NYT will render a final bill 
to the Client End User Customer for total charges due and pursue collection of the final charges. 
Payments received after the final bill has been rendered, but before write-off by NYT, will be applied in 
the same manner as payments received prior to the final bill. After exhaustion of collection efforts, NYT 
will determine the exact unpaid Client balances and write the amount off NYT's corporate books 

These amounts will become the Realized Uncollectible Amounts, as defined in Section 5. The decision 
to refer these uncollectible amounts to an outside collection agency will be made in accordance with 
NYT's collection procedures. Any net amounts collected after corporate write-off will be applied to 
NYT, Client, and any other billing and collection Client in proponion to their Realized Uncollectible 
Amount in the month pajments are received. 

Section 10. Payment Procedures for Billing and Collection Services 

NYT will bill Client for its Billing and Collection Services on a monthly basis. The billing and 
collection billing schedule will be provided to Client by NYT. Client will be notified by NYT afleast 
sixty (60) days prior to a billing schedule change. In the event that NYT agrees to provide Billing and 
Collection Services to Client under an additional CICCABEQ/ACNA, a separate bill will be rendered 
for each CIC{ABEC)/ACNA. 

In order to calculate Client's monthly payment, NYT will apply the rates and charges detailed in Exhibit 
E to Client's monthly message and bill volumes. Client shall pay the stated rates and charges by the 
same date of the following month as the billing date so designated on the bill sent by NYT to Client (the 
"Client Payment Date") unless the bill is received by Client less than twenty (20) days prior to that date, 
in which event the Client Paj-ment Date shall be no less than twenty (20) days after Client's receipt of the 
bill. Any payment to NYT from Client must be accompanied by an indication of the NYT invoice 
number being paid. 

Payment to NYT by Client must result in immediately available funds on the Client Payment Date. If 
the Client Payment Date falls on a Sunday or on a Holiday which is observed on a Monday, the Client 
Payment Date shall be the first non - Holiday day following such Sunday or Holiday. If the Client 
Payment Date falls on a Saturday or on a Holiday which is observed on a Tuesday, Wednesday, 
Thursday or Friday, the Client Payment Date shall be the last non - Holiday day preceding such 
Saturday or Holiday. 

If any portion of the payment due from Client for Billing and Collection Services is not received by the 
Client Payment Date or if any portion of the payment is received by NYT in funds which are not 
immediately available to NYT, then a late payment charge shall be due NYT. The late payment charge 
shall be the portion of the payment due to NYT for Billing and Collection Semces not received by the 
Client Payment Date times a late factor. The late factor shall be the lesser of: 

(a) the highest interest rate (in decimal value), as of the Client Payment Date which may be 
levied under the applicable law for commercial transactions within the State of New York, 
with interest compounded daily for the number of days from the Client Payment Date to and 
including the date that Client actually makes the payment to NYT; or 
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(b) the pnme rate, as reported in the Wall Street Journal the first business day of January 
and July of every year, plus two (2) percentage points. This rate shall be converted to 
simple interest by dividing by 365 days and shall then be applied for the number of days 
from the Client Payment Date to and including the date that Client actuallv makes the 
payment to NYT. 

Any late payment charge shall be included with the next Client payment due to NYT. 

Section 11. Deposits 

In the eventClient has not established credit with NYT or docs not pay the billing and collection charts 
on tune. NYT shall have the nght to require a deposit from Client to guarantee payment. T^e deposit 
will not exceed the actual or estimated charges for providing Billing and Collection Service to Client for 
a three month penod. Upon termination of semce. NYT will hold the deposit for one year to off-set any 
future adjustments and refund the remaining credit balance upon completion of the one year period At 
NYTs opnon, the deposit may be refunded or credited to Client's account prior to termination of semce 
if the Client has promptly paid all billing and collection charges for a period of one year. 

Client will receive interest on the deposit at the rate set forth in Section 10(a) or (b) above whichever is 
ower. T^e rate will be compounded daily from the date the deposit is received to and including the date 

the deposit is credited to Client's account or is refunded by NYT. 

Section 12. Audits 

(A)     Notice and Scone 

(1) Upon forty-five (45) days prior written notice by Client to NYT (or such shorter period as 
the Parties may mutually agree upon). Client or its authorized representative shall have the 
nght to commence an Audit (as defined in subsection (E)(3) below) during normal business 
hours of such source documents, systems, records and procedures which, under recognized 
accounting practices, contain information bearing upon (i) the amounts being billed to Client 
End User Customers by NYT as part of its provision of Billing and Collection Semces and 
OOthe charges to Client therefor, and the charges to Client for other semces provided by 
NYT pursuant to this Agreement. An "Audit" shall, for purposes of this Section, constitute 
a reasonable inquiry on more than one issue or specific topic related to Billing and 
Collection Semces. 5 

(2) The written notice of Audit shall identify the date upon which it is to commence the 
location, the Client representatives that will conduct the Audit, the subject matter of the 
Audit, and the materials to be reviewed. 

(3) TTie written notice of Audit shall be directed to NYTs representatives at the address set 
forth in Section 3 of Exhibit A hereof or to such other address as NYT may from time to 
time stipulate. 

(4) NYT may, within thirty (30) days of receipt of Client's notice of Audit, postpone 
commencement for a period not to exceed fifteen (15) days, which shall be set forth in 
wntmg by NYT. NYT shall also indicate the new date for commencement of an Audit 
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(5) Client's auditors will present a preliminary oral report of their findings to NYT prior to their 
deparmre. Client will provide a confirming loner, within forty-five (45) days of making its 
oral report, setting forth the results of the Audit. If the Audit shows an error, NYT or 
Client, as appropriate, shall promptly correct such errors or file claims, as appropriate 
Client shall not be entitled to commence another Audit on the same subject prior to 
submission of the letter confinning conclusion of the Audit, and in accordance with 
subsection (B) below. 

(B) Freouencv 

Client may request one (1) Audit in any twelve (12) month period during the term of this 
Agreement. 

(C) Expenses 

Each Party shall bear its own expenses in connection with the Audit. Special data extractions 
required by Client or its representatives to conduct an Audit will be paid for by Client For purposes 
of this subsection, a "special data extraction" shall mean programming, clerical, and computer time 
required to create an output record (from existing data files) that cannot normally be created from 
software programs that are currently resident on the production program library. NYT will provid» 
Client with a working area for the Audit. Any other reasonable assistance requested by Client such 
as programming, computer time, clerical assistance, telephones and copying, will if possible b° 
provided by NYT at Client's cost and expense. ' '    " 

(D) Handling of Materials 

All documents and materials of NYT reviewed by Client in the course of an Audit shall be deem-d 
propnetary. and their use by Client shall be governed by Section 18 of this Agreement. 

(E) Requests for Examination 

(1) In addition to Audits. Client may request, an Examination (as defined in subsection (?) 
below). NYT mil make reasonable efforts to accommodate requests for an Examination and 
to cooperate m the conduct of an Examination. Client may request one (1) "Examination" 
per contract year. 

An "Examination" shall, for purposes of this subsection, constitute a reasonable inquiry on a 
smgle issue or a specific topic related to Billing and Collection Services for a stated reason. 

Client shall have the right to request an Examination after the expiration of this Agreement 
Said Examination shall be hmitcd to the following topics: pavments from NYT to Clienf 
NYT's charges for Billing and Collection Services; and any additional billing and collection 
reporting provided by NYT to Client after the expiration of the Agreement. 

Section 13. Claims 

(A)     Notification of Disputed Amounts 

fnf^ ^ dispUt£S any p0rtion of the amount due the oth~r P'^' (as defined in Sections 5 and 
10), the disputmg Party shall notify the other Party in writing of the nature and basis of the dispute 
Client may file a substantiated claim with NYT for billing and collection charges or for revenue not 

(2) 

(3) 
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remincd. NAT may file a substantiated claim with Client for billing and collection charges or for 
revenue remitted to Client. The Party receiving the claim shall provide a written response to the 
claim, and use its best efforts to resolve the claim within forty-five (45) days from receipt of the 
claim. 

(B)      Pavment of Disputed Amount 

If the dispute is not resolved by the Payment Date, the disputing Party shall pay the undisputed 
portion of the amount due m accordance with the settlement terms defined in Sections 5 and 10 and 
advise the other Party in writing of its reasons for not paying the disputed amount. If the dispute 
arises after the amount due has been paid, the disputing Party shall file its claim in writing within 
the time period set forth in subsection (D) below. 

(C)     Settlement of Claims 

If the claim, in whole or in part, ultimately is resolved in favor of the disputing Part}' and the 
disputing Party has paid the full amount due the other Party, the Disputing Party shall be entitled to 
payment, with interest as specified below, from the other Party. If the claim, in whole or in part, 
ultimately is resolved against the disputing Party, and the disputing Parrv has not paid the full 
amount due the other Party, then the other Party shall be entitled to payment, with interest as 
specified below, from the Disputing Party. Interest on the claim settlement'amount shall be 
calculated using the Payment Date as set forth in Sections 5 and 10. 

Any paxments due to a Party as a result of a claim resolution shall be remitted, with interest as 
denned above, no later than thim-one (31) calendar days following acceptance of the resolution. 

(D) Claims Limitation 

-Any claim asserted by a Party under Section 13(A) shall be brought to the attention of the other 
Party in writing as soon as possible upon discovery thereof. Failure of the claiming Party to assert 
in writing to the other Party any such claim within two (2) years from the date on which the cause 
of the claim occurred shall be deemed a waiver of the right to assert that claim in any judicial or 
administrative proceeding and furthermore shall bar recovery under this Aareement. 

(E) Retention of Supporting Data Concerning Claimed Amount 

Both Parties shall retain such detailed information as may reasonably be reouired for resolution of 
the claim amount during the pendency of the claim. 

Section 14. Limitation of Liability 

Except as othenvise provided for in this Agreement, neither Party shall be liable to the other for any loss, 
cost, claim, injury, liability, or expense, including reasonable attorneys' fees, relating to or arising out of 
any ordinary negligent act or omission by a Party. In no event shall cither Partv be liable to the other for 
any indirect, special, incidental or consequential damages, including, but not limited to, loss of profits 
income or revenue. 
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Section 15. Termination 

In the event of a default under or breach of any material term or condition of this Agreement the non- 
defaulting Party shall have the right to terminate this Agreement if the default or breach is not cured 
within thirty (30) days of the date that written notice of such default or breach is given by the non- 
Defaulting Party to the Defaulting Party. Either Party shall also have an immediate right to terminate 
this Agreement in the event of the other Party's bankruptcy, liquidation, insolvency or receivership. 

Section 16. Indemnification 

Except as otherwise provided in this Agreement, each Party (the "Indemnifying Party") will indemnify 
and hold harmless the other Party ("Indemnified Party") from and against any loss, cost, claim, liability, 
damage and expense (including reasonable attorney's fees) to third parties, relating to or arising out of 
the negligence, negligent omission or misconduct by the Indemnifying Party, its employees, agents, or 
contractors in the performance of this Agreement. In addition, the Indemnifying Party will, to the extent 
of its negligence, negligent omission or misconduct, defend any action or suit brought by a third party 
against the Indemnified Party for any loss, cost, claim, liability, damage or expense relatina to or arising 
out of negligence, negligent omission or misconduct by the Indemnifying Party, its employees, agents, or 
contractors, in the performance of this Agreement. The Indemnified Party will notify the Indemnifying 
Party promptly in writing of any written claims, lawsuits, or demands by third parties for which the 
Indemnified Party alleges that the Indemnifying Party is responsible under this Section, and, if requested 
by the Indemnifying Party, will tender the defense of such claim, lawsuit or demand. The Parties will 
cooperate in every reasonable manner with the defense or settlement of such claim, demand, or lawsuit. 
The Indemnifying Party will not be liable under this paragraph for settlements by the Indemnified Party ' 
of any claim, demand, or lawsuit unless the Indemnifying Party has approved the settlement in advance 
or unless the defense of the claim, demand, or lawsuit has been tendered to the Indemnifying Party in 
writing and the Indemnifying Party has failed promptly to undertake the defense. 

Section 17. Security Interest 

To secure any and all payment obligations to NYT, including without limitation, the obligations set forth 
in sections 5 ,^10 and 16 of this Agreement, and in the event that this Agreement is characterized contrary 
to the Parties' intent, as a financing arrangement rather than a purchase of Accepted Rated Messages, 
including the associated accounts receivable. Client (on behalf of itself and, to the extent that Client is 
acting as a Clearing Agent for other ICs and/or OSPs, on behalf of such ICs and/or OSPs) hereby grants 
to NYT a security interest in all right, title and interest of Client (and each in IC and/or OSP on behalf 
of whom it is acting) in and to all "accounts", as such term is defined in Section 9-106 of the U.C.C., 
now owned or hereafter acquired by Client (and each IC and/or OSP on behalf of whom it is acting) now 
has or hereafter acquires any rights, and the proceeds thereof. 

Section 18. Proprietary Information 

(A) Attached to this Agreement as Exhibit D and incorporated herein by reference is the Parties' 
agreement with respect to proprietary information. 

(B) Neither Party waives any rights it may have to assert before any regulatory or judicial forum, 
with jurisdiction over the subject matter, that a proposed or actual use of proprietary 
information is unlawful or in violation of this Agreement. For purposes of such claims, both 
Parties submit to the personal jurisdiction of the federal and state courts of New York and 
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service by mail of a^y summons and/or complaint at the addresses provided in Section 3 of 
Exhibit A shall be deemed sufficient service of process upon the served Party. Should either 
Party choose to assert a claim that a proposed use of proprietary information is unlawful or 
in violation of this Agreement in a judicial forum, the Party asserting such a claim further 
agrees that such claim shall be brought only in the state or federal courts of New York and 
that Party shall not commence any judicial proceedings outside New York even though 
personal jurisdiction over the other Party may be proper in other jurisdictions. 

Section 19. Amendments and Waivers 

In addition to the provisions of Exhibit E which specify procedures by which charges for services under 
this Agreement may be changed, no amendment or waiver of any provisions of this Agreement, and no 
consent to any default under this Agreement, shall be effective unless the same shall be in writing and 
signed by a duly authorized representative on behalf of the Party against whom such amendment, waiver 
or consent is claimed except as othenvise provided in Exhibit E. In addition, no course of dealing or 
failure of any Part}' to enforce strictly any term, right or condition of this Agreement shall be construed 
as a waiver of such term, right or condition. 

Section 20. Assignment 

Any assignment by either Party to any non-affiliated entity of any right, obligation or duty, in whole or 
in part, or of any other interest hereunder, without the written consent of the other Party shall be void. 
All obligations and duties of any Part}' under this Agreement shall be binding on all successors in 
interest and assigns of such Party. Notwithstanding the foregoing, upon written notice. Client shall have 
the right to assign to a third party payments due to Client from NYT under this Agreement. 

Section 21. Notice and Demand 

Except as othenvise provided under this Agreement, an)1 notices, demands, or requests made by either 
Party to the other Party shall be in writing and shall be deemed to have been duly given on the date of 
transmission if sent by facsimile transmission with telephone confirmation of receipt, on the day 
following mailing if delivered by overnight courier service, delivered in person or deposited, postage 
prepaid, in the United States mail via Certified Mail, return receipt requested, and addressed as indicated "' 
in Section 3 of Exhibit A. 

If personal delivery is selected as the method of giving notice under this Section, a receipt of such 
delivery shall be obtained. The address to which such notices, demands, requests, elections, or other 
communications may be given by either Part}' may be changed by written notice given by such Party to 
the other Party pursuant to this Section. 

Section 22. Force Maieure 

Neither Party shall be held liable for any delay or failure in performance of any part of this Agreement to 
the extent that such failure or delay is caused by Acts of God, acts of civil or military authority, 
government regulations, embargoes, epidemics, war, terrorist acts, riots, insurrections, fires, explosions, 
earthquakes, nuclear accidents, floods, strikes, power blackouts, volcanic action, other major 
environmental disturbances, unusually severe weather conditions, inability to secure products or services 
of other persons or transportation facilities, or acts or omissions of transportation common carriers or 
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Other causes beyond the control of the Party. If any force majeurc condition occurs, the Party delayed or 
unable to perform shall give immediate notice to the other Party. During the pendency of the force 
majeure, the duties of the Parties under this Agreement affected by the force majcure condition shall be 
abated and shall resume without liability thereafter. 

Section 23. Non-Exxlusive Agreement 

This Agreement is non-exclusive.  NYT reserves the right to extend to others the services provided for 
herein. 

Section 24. Non-Publicitv 

Both NYT and Client agree that neither will use the other's name in connection with promotional, 
advertising or other marketing material associated with this Agreement without the written permission of 
the other. The Parties acknowledge that this Agreement contains commercially confidential information 
which may be considered proprietary by either or both Parties, and agree to limit distribution of the 
Agreement to those individuals in their respective organizations with a need to know the contents of the 
Agreement. Neither Party shall disclose any of the terms or conditions of this Agreement to any third 
party which is not affiliated with either Pany hereto, except as may be required by law, regulation or 
order of any court or governmental agency, or pursuant to Exhibit D. 

Section 25. Survival 

Provisions contained in this Agreement that by their sense and context are intended to survive the performance, 
termination or cancellation of this Agreement hereof by any Part)' hereto will so sunive. 

Section 26. Detariffing of Senices 

NYT shall provide Billing and Collection Senices pursuant to the terms and conditions of this 
Agreement and any applicable tariffs. At such time as detariffing of NYT's Billing and Collection 
Sendees may take place in any jurisdiction in which NYT provides Billing and Collection Senices. the 
Parties agree that for such jurisdiction NYT shall provide Billing and Collection Services to Client under 
the terms and conditions of this Agreement. 

Section 27. Merger Clause 

This Agreement and all exhibits attached hereto constitute the entire Agreement and understanding 
between the Parties and supersedes all prior understandings, oral or written agreements, representations, 
statements, negotiations, proposals and undertakings with respect to the subject matter hereof. 

Section 28. Headings 

The headings in this Agreement are for convenience and shall not be construed to define or limit any of 
the terms herein or affect the meanings or interpretation of this Agreement. 
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Section 29. Independent Contractors 

Each Party shall perform its obligations hereunder as an independent contractor and not as the agent 
employee or servant of the other Party. Neither Party nor any person employed by such Party shall be 
deemed the employee, agent or servant of the other Party or entitled to any benefits available under the 
plans for such other Party's employees. 

Each Party has and hereby retains the right to exercise full control of and supervision over its own 
performance of the obligations under this Agreement and retains full control over the employment, 
direction, compensation, and discharge of all employees assisting in the performance of such obligations! 
Each Party will be solely responsible for all matters relating to payment of such employees, including 
compliance with social security taxes, withholding taxes, and all other regulations governing such 
matters. Each Party will be responsible for its own acts and those of its own subordinates, employees, 
agents, and subcontractors during the performance of that Party's obligations hereunder. 

Section 30. Bank Errors 

Any late pajinent resulting from bank error will not be subject to the late payment charge, provided the 
sending Party (Party making payment) can verify that it was not at fault. Rather, the discrepancy will be 
resolved by the banks involved. It is the responsibility of the sending Party to notify the banks involved 
and coordinate resolution of the discrepancy. The sending Party will not be relieved of its pa3'ment 
responsibilities because of such bank errors. 

Section 31. Performance 

Subject to regulatory requirements, NYT shall maintain a performance level with respect to the Billincr 
and Collecting services provided hereunder which is consistent with NYTs own performance level in 
billing and collecting its own charges. 

NYT and Client shall cooperate with and assist each other in promptly identifying and correcting 
problems ansing out of NYTs provision of billing services to Client under this Agreement. 

The Parties recognize that, despite the best efforts of both Parties, from time to time errors will occur in 
the billing and collection process. In such cases, the Parties agree to fully cooperate in joint efforts 
including exchange of data to minimize Client End User Customer billing dismptions as soon as 
possible. Each Party will bear its own costs incurred in connection with the above recovery activities 
However, if either Party judges this procedure requires either Party over time to bear a disproportionate 
share of the costs, the Parties will mutually agree to an equitable sharing of costs. 

Section 32. Third Partv Beneficiaries 

This Agreement shall not provide any person not a party to this Agreement with any remedy claim 
liability, reimbursement, cause of action, or other right in excess of those existing without reference to 
this Agreement. 



Section 33. Executed in Counterparts 

This Agreement may be executed in any number of counterparts, each of which shall be an orioinal- but 
such counterparts shall together constitute but one and the same document. 

Section 34. Severabilitv 

If any provision of this Agreement shall for any reason be held invalid, unenforceable or void in any 
respect under the laws of the jurisdiction governing the entire Agreement, the remainder of the 
Agreement shall not be affected thereby and shall continue in full force and effect. 

Section 35. Governing Law 

This Agreement shall be governed by the laws of the State of New York. 

Section 36. Changes in State Tariffs 

In the event that, during the term of this Agreement, any slate regulatory commission significantly 
changes any material term or condition under which NYT performs billing, then either Party "shall have 
the right to terminate this Agreement upon thirty (30) days written notice. 

Section 37. List of ICs and/or OSPs 

In the event that Client is acting as a Clearing Agent for other ICs and/or OSPs, upon demand. Client 
will provide NYT with the names of those ICs and/or OSPs it represents for billing and collection 
service with respect to this Agreement. 

Section 38. Use of Client Specifications 

It is understood and agreed between the Parties that any specifications provided to NYT by Client for 
use by NYT in connection with NYTs provision of Billing and Collection Services to Client shall be 
treated as Client Proprietary Information, shall not be made available to third parties, and shall be 
implemented by NYT only as expressly directed by Client, unless agreed to in writing by Client or as 
otherwise permitted under Exhibit D of this Agreement. Unless otherwise agreed to by the Parties, only 
those specifications which have been marked to indicate they are proprietary to Client shall be subject to 
this provision. Notwithstanding any provisions to the contrary within this Agreement, NYT reserves the 
right to use programs and systems developed from the Client specifications to provide services to others, 
unless the Parties agree otherwise. 

Section 39. Billing Modifications 

Client shall have the right to submit requests for modifications of NTT's Billing and Collection Services 
m accordance with the procedures outlined in the NYNEX Billing and Collection Operations Manual. 
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Section 40. Tariffs 

In the event that during the term of this Agreement, NYT is required to provide any of the services in 
this Agreement under federal or state tariff, the terms and conditions of this Agreement shall control 
unless a conflict exists. Should a conflict exist, the terms and conditions of the tariff shall supersede. 

Section 41. Data Retention 

Client shall retain a copy of all transmissions or tapes sent to NYT for a minimum of ninety (90) days 
from the date the transmission or tape is received by NYT. 

Section 42. Term 

The term for the provision of Message Ready Billing and Collection Service shall be for a period of one 
year from the effective date. The effective date shall be the earliest of; three (3) months from the signing 
of the Agreement; or forty-five (45) days after the first successful processing of a test tape; or upon 
receipt of the first accepted live tape from Client. 
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IN WITNESS WHEREOF, the Parties have executed this Agreement. 

NEW YORK TELEPHONE AND TELEGRAPH COMPANY 



UPDATED 6/25/97 
EXHIBIT A 

CONTRACT INFORMATION 9HFFT 
Page 1 of 1 

Section 1.    Client Infonnation: 

Company Name: 
Principal Place of Business; 

Doing Business As: 
State of Incorporation: 

Section 2.    End User Contact 

Name: 
Title: 
Address: 

Phone: 
Business Hours: 

Section 3.   Notice and Demand 

CLIENT 
Name: 
Title: 
Address: 

Phone: 
Fax Number: 

NYNEX 
Name: 
Title: 

Address: 

Phone: 
Fax Number: 

Section 4.   Rates and Charges CIC     078    Additional CIC 

S.96 per bill 
Nbl NYT 

S.01 permsg.* 

S.30 per msg X X 
$.01 per bill 

ion 5.    Start-up '. 

S25;000 for each 

Fees 

region 
NET 
N/A 

NYT 
N/A 

NET NYT 

The $.01 per message charge applies only lo those messages in excess of an average of 
10 messages per bill. 
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EXHIBIT R 

BILLING FOR CLIENT PAY-PF.R-CA1.I, ^FRVirF^ 

1. Subject to the terms and conditions of this Exhibit and the Agreement for Billing and 
Collection Services ("Agreement") of which this Evhibit forms a part, NYT will provide 
Billing and Collection Services for Client's Pay-Per-Call Services or for the Pay-Per-Cal! 
Services of the ICs and/or OSPs represented b}' the Client acting as a Clearing Agent. 

2. NYT requires that Pay-Per-Call Services message detail be in a format that clearly identifies 
such charges to the Client End User Customers. This identification should be in a form 
easily recognizable by end user customers, e^L, Sportsphone, Horoscope, etc. 

3. As required by FCC/FTC rules, all Pay-Per-Call Services charges will appear in a separate 
section of the bill page, entitled "Pay-Per-Call Services". 

4. Client shall not attempt to rebill those charges for Pay-Per-Call Services messages that are 
recoursed for the first-time by NYT. 

5. NYT reserves the right to immediately suspend the provisioning of all Billing and 
Collection Services if NYT in its sole discretion determines that billing and collection for 
Client's Pay-Per-Call Services (or the Pay-Per-Call Services of the ICs and/or OSPs 
represented by the Client acting as a Clearing Agent) adversely impacts the reputation of 
NYT or its public image. Upon suspension, NYT will notify Client in writing of the 
reason(s) for said suspension. NYT shall have the right to terminate this Agreement after 
thiny (30) days of such notification if during that period Client does not cure the 
problem. Notwithstanding anything to the contrary herein, NYT shall have no right to 
terminate its provision of Billing and Collection Services for Client if such termination is 
prohibited by any legislative or regulatory rule., action, statute or order. 

6. Except as provided elsewhere in this Exhibit, NYT will provide Billing and Collection 
Services for Client's Pay-Per-Call Services (or the Pay-Per-Call Sendees of ICs and/or OSPs 
represented by the Client acting as a Clearing Agent) in a manner which is consistent with the 
guidelines and procedures under which NYT bills and collects its own charges for like or 
similar type calls. In addition to contractual, tariff and legal requirements, pay-per-call 
audiotex services are subject to the NYNEX Billing and Collections Guidelines.' 

7. Client further agrees that as a condition of NYT rendering billing services for Pay-Per-Call 
Services associated with group access bridging sendees (GABS) (Le,, any service which 
allows telephone users, for a fee, to call a publicized number to join an ongoing casual group 
conversation). Client will perform, or will require entities acting on its behalf to perform, the 
following: 

(a) With respect to GABS sendees offered to teens, a monitor will orally 
announce that five minutes have elapsed since the inception of the call and 
will make an oral announcement at five minute intenals thereafter. 

(b) As to all other GABS, an audible tone will be employed at ten minute 
intenals after the inception of the call. 

(c) In connection with GABS teen lines, Client will certify that moderators on 
its lines have been trained in facilitating group conversations and in 
recognizing and dealing with serious problems which often affect teenagers. 
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(d) In connection with all advertising for GABS, each advertisement for each 
such service will clearly indicate the price for that service, both audibly and 
visually where applicable, including the charge for a nine minute call and 
each additional minute thereafter; and for all its advertising aimed at 
audiences under 18 years of age will follow the more stringent Federal 
Communications Commission standards and National Network Guidelines 
governing advertising to audiences under 12 years of age. 

(e) An introductory message will be included on all lines that describe the type 
of GABS service, restates the cost for a nine minute call and each 
additional minute thereafter, and explains the time tone procedures where 
applicable. 

(f) The audio announcements for GABS advertisement broadcast during time 
spots considered to be within time frames that contain programming 
directed to children under twelve (12) years of age must be presented in 
language that can be understood by children and must advise children to 
obtain parental consent before calling. 

(g) Whenever technically feasible, Client will block access to its lines from any 
NYT customer line upon the written request of the customer. 

8. NYT requires that all Pay-Per-Call services be provided on the 900 service access code. 

9. In the event of a conflict between any term and condition set forth in the Agreement and in this 
Exhibit, the terms of this E>Aibit shall control, only to the extent of the actual conflict. 
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EXHIBILC 

MFSSAGH READY RII.T, MF^AGE SHRV1CF 

Subject to the terms and conditions of this Exhibit C and the Agreement for Billing and Collection 
Services (the "Agreement") of which this Exhibit forms a part, NYT shall provide Message Ready Bill 
Message Service ("MR Bill Message Service") to Client. 

1.     General Service Description: 

MR Bill Message Service consists of NYT's printing of Client developed Marketing Messages 
on the Client bill. Client may request that these messages be printed in the Spanish language. 
Such messages will contain informational or promotional announcements about Client services 
or about Client sponsored services of third panies. Client may change its messages on a 
monthly billing cycle basis, beginning on the first day of each calendar month and ending on the 
last day of the month. The Marketing Message will appear on the first Client pa^e of the NYT 
bill. 

2. Number of Messages: 

NYT will print one (1) Marketing Message per bill. 

3. Format: 

Each Marketing Message may contain up to eight (8) lines of text with a maximum of 75 
characters (including spacing and punctuation) per line. Client may request holding and 
underlining of text. 

4. Transmission: 

Client shall have the right to send up to six (6) different Marketing Messages per month. For 
each month that Client purchases MR Bill Message Service, NYT shall upon request by Client, 
target messages so that only some Client customers receive them. NYT agrees that it will 
provide targeting, as requested, by: 

a. Client Presubscribed customers versus casual users 
b. State 
c       Class of service 
d. NPA/NXX 
e. Billing Telephone Number ("BTN") 

(BTNs that are to be targeted will be provided by Client by tape.) 
f. Toll usage level 
g. Call type (e.g., operator assisted) 

With the exception of BTN, NYT will provide combinations of up to any three selection 
catena at no additional cost to Client. NYT agrees to review requests for additional targeting, 
and if acceptable, pro\ade to Client, on a Time and Cost basis. 
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assigned costs; and (2) will be effective with the date that Client would cease to pay for 
reassigned costs under the procedure in effect prior to the reassignment of costs (e.g.. the 
date on which the NYNEX Telephone Companies would no longer be permitted to 
charge such costs under access). In any event the NYNEX Telephone Companies shall 
be permitted to recover Client's proportionate share of costs reassigned to the billing and 
collection category from the date such costs are reassigned to the billing and collection 
category. If it is later determined that such costs should not have been billed to Client 
because those costs have been recovered elsewhere, Client shall be entitled to a credit 
plus interest. Interest shall be calculated by using the prime rate, as reported in the Wall 
Street Journal the first business day of January and July of every year, plus two 
percentage points. Such credit shall be reflected on the next billing'and collection 
charges bill issued after it is determined that Client is entitled to a credit. NYT shall 
notify Client, in writing, of the effective date of any proposed surcharge or surcredit and, 
upon request, provide Client with the calculations used to determine the surcharge or 
surcredit which shall be auditable under the provisions of Section 12 of the Agreement. 

In the event NYT imposes a surcharge upon Client, Client shall have the right to 
terminate this Agreement, without penalty, provided Client notifies NYT in writing 
within ninety (90) days from the date of NYT's written notification to Client of the 
surcharge. If Client elects to terminate, said termination shall become effective no later 
than six (6) months from the date of NYT's written notification or such longer period as 
designated by Client and Client shall be responsible for payment of the surcharge if such 
increase becomes effective prior to termination of service. In the event that the longer 
period designated by Client extends beyond the term of this Agreement, NYT agrees^to 
continue providing Billing and Collection Services to Client for such period under the 
same terms and conditions and rates and charges, including the surcharge. NYT agrees 
to cooperate fully with Client in the planning and implementation of any transition from 
NYT to Client billing as a result of Client election to terminate this Agreement under this 
paragraph. If Client does not elect to terminate as provided herein, then the surcharge 
shall become effective in accordance with the above provisions. 

C. Client Right to Renegotiate 

If, at any time during the term of this Agreement, NYT offers interLATA 
telecommunication services beyond those which on the effective date it is able to offer in 
any local exchange serving area in which NYT provides local exchange service, and 
Client is unable to meet its Minimum Charges obligations substantially due to those new 
interLATA services. Client shall have the right to renegotiate those obligations for any 
affected year. 

If. at any time during the term of this Agreement. Client is otherwise unable to meet its 
Minimum Charges obligations due to NYT acts or omissions. Client shall have the right 
to renegotiate those obligations for any affected year. 

D. Price per Bill 

For the purpose of applying this charge, a bill will consist of all pages bearing the same 
company logo. If NYT agrees to bill some of Client's charges under an additional 
Camer Identification Code, then Client will pay the rates and charaes for those bills 
issued under the additional Carrier Identification Code. The provision of Billing and 
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Collsction Services for Client's additional Carrier Identification Code shall begin on such 
date as is mutually agreed to by the Parties in writing and may be cancelled by Client at 
any time without penalty. 

E. Price per Message 

The per message charge of $.30 applies to each message billed. 

F. Manual Adjustment Charge 

Client will pay NYT S10.00 for each Client initiated paper 1C/LEC Memo processed by 
NYTfor rebilling of Client charges in accordance with Section 8(B). 

G. Marketing Message 

When utilized, Client shall pay NYT S.045 per Marketing Message per Bill. There will 
be no charge for messages required by regulatory or legal authorities. 

H.    Pav-Per-Call Advisory Message 

When Pay-Per-Call messages are billed, the FCC/FTC required advisor)- statement will 
be displayed on the Client bill page within the Pay-Per-Call Services section. Client 
shall pay NYT S.03 per advisory statement. 

I.      Minimum Charges 

Client shall pay NYT a guaranteed Minimum charge in accordance with the rate 
schedule listed above. The amounts billed by NYT for Billing and Collection Service 
will be applied towards the Minimum Charges. The amount billed to Client each month 
will be determined using the terms and formula outlined below. Client will be 
responsible for the Minimum Charges beginning at the time of the Effective Date. In the 
event NYT agrees to provide Billing and Collection Services to Client under an 
additional CIC(ABEC)/ACNA an additional Minimum charge in an amount equal to the 
monthly minimum charge stated above will apply. The Client will be responsible for this 
amount only during the length of time that NYT provides Billing and Collection for 
Client. 

Defined Terms 

1 •   Monthly Minimums - The Monthly Minimum charges set forth above. 

2-   Cumulative Minimums - Sum of the Monthly Minimum charges from the beginning 
of contract up to and including the current month's Monthly Minimum charge. 

3. Monthly Actuals - Billing and Collection charges calculated by applying the above 
per bill and per message charges to the current month's bill and message volumes. 

4. Cumulative Actuals - Sum of the Monthly Actuals from the beginning of the 
contract up to and including the current month's Monthly Actual. 

5-   Cumulative Billed Amount - The sum of the Billed Amounts from the beginning of 
the contract up to and including the current month's Billed Amount. 
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6.   Billed Amount - The amount billed by NYT to Client in a given month for Billing 
and Collection Services. 

Formula 

The Billed Amount in each month shall be the greater of (1) Cumulative Actuals less 
the previous month's Cumulative Billed Amount, or (2) Cumulative Minimums less the 
previous month's Cumulative Billed Amount. The following example demonstrates the 
application of the above formula. 

Example 

Month i 2 3 4 5 6 
Minimums (1) 10 10 10 10 10 10 
Cumulative Minimums (2) 10 20 30 40 50 60 
Actual (3) 5 8 12 18 5 15 
Cumulative Actuals (4) 5 13 25 43 48 63 
Cumulative Billed (5) 10 20 30 43 50 63 
Billed (6) 10 10 10 13 7 13 

In the event NYT provides Billing and Collection Services to Client under an additional 
CICCABEQ/ACNA, the Billed Amount will be determined separatelv for those bills 
issued under each CIC(ABEC)/ACNA. The amounts billed bv NYT for Bill Messaae 
Service will not be included in the application of the above formula used to determine 
Client's Billed Amount in each month. 

J.     Start UP Fee 

Client shall pay NYT a 325,000 start up fee which covers the cost of activities needed to 
initiate Billing and Collection Sendees to new customers. Such activities include but are 
not limited to: testing; tape/transmission set-up; programming costs; digitization of 
Client's logo; formatting of Client specific end user bill page, set-up of NYNEX reports 
provided to Client and methods/procedures implementation. This is a one time non- 
refundable charge payable immediately upon Client's signing of the Agreement. 

K.     Postage Escalator 

In the event that, during the term of this Agreement, the U.S. Postal Service increases the 
rate for one ounce first class zip sort postage. Client shall pay NYT one third of such 
increase on a per bill basis. NYT shall notify Client in writing of the effective date of 
any postage increase. 
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Section 1.   Client Information: 

Company Name: 
Principal Place of Business: 

Doing Business As: 
State of Incorporation: 

Section 2.   End User Contact 

Name: 
Title: 
Address: 

Phone: 
Business Hours: 

Sections.   Notice and Demand 

CLIENT 
Name: 
Title: 
Address: 

Phone: 
Fax Number 

NYNEX 
Name: 
Title: 

Address: 

Phone: 
Fax Number: 

Section 4.   Rates and Charges        CIC    078    Additional CIC N/A 

NET NYT NET 
S.96 per bill 
S.01 permsg.* 

S.SOpermsg 
S.01 per bill 

X 

NYT 

Section 5.   Start-up Fees 
NET NYT 

525,000 for each region N/A N/A 

The S.01 per message charge applies only to those messages in excess of an average of 
10 messages per bill. 



NOTICE OF CONTRACT AMENDMENT 

Bell Atlantic hereby amends its Billing and Collection Services Agreements 

(the "Agreements") to include the following provisions: 

1. If an end user complains to Bell Atlantic that he has been "crammed" (Le., he has 

been billed by Bell Atlantic for Miscellaneous Services that he did not order), Bell Atlantic 

will adjust the disputed charge off the end user's bill and recourse the amount of the 

disputed charge to Customer. Customer shall not resubmit any such charges to Bell 

Atlantic for rebilling. Customer also shall not submit any new or additional recurring or 

nonrecurring charges associated with the Miscellaneous Services disputed by the end user. 

2. This amendment shall take effect as of July 4, 1998 for all of the Agreements 

between Bell Atlantic and Customer. 

3. In the event of any conflicts between the terms of this Amendment and the 

Agreements, the terms of this Amendment shall govern. 

4. In all other resoects. the Asreements shall remain in full force and effect. 

Dated: May 4, 1998 
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5.     Review Process: 

Client shall submit its proposed Marketing Messages to NYT at least forty-five (45) calendar 
days in advance of the first day of the month during which Client wants the messages to 
appear. (Fifty-five (55) calendar days in the case of the first Client Marketing Message 
submined by Client under this Agreement. Within five (5) calendar days of receipt of the 
messages, NYT shall notify Client whether the messages have been approved. If any messages 
are not approved, Client must correct the Marketing Message and resubmit same to NYT 
within five (5) days. NYT shall review the resubmittcd message and notify Client whether the 
messages have been approved within five (5) calendar days thereafter! NYT will not include 
on the Customer's bill any messages that have not been approved by NYT at thirty (30) days 
before the beginning of the month during which the Marketing Message is scheduled to appear. 

When regulatory or legal orders require implementation in advance of the above stated time 
frames, NYT will extend its best efforts to meet the regulator^' or legally ordered 
implementation date. 

NYT shall supply Client with a print image copy of the Marketing Message not less than three 
(3) business days prior to sending Customer bills with the Marketing Message. 

Message Criteria: 

All Marketing Messages must comply with the following criteria: 

-The messages must be consistent with generally accepted industry standards, 
such as truth in advertising, and standards with regard to content and customer 
awareness. 

- The message cannot be used to compare Client's services, directly or indirectly 
to those of other service providers. 

-If the message contains rates, the rates shall have been approved or otherwise 
permitted to become effective by the appropriate regulatory commission(s). 

- The content of the message may only address telecommunications services 
provided by Client. 

-The content of the message shall not refer to or imply any direct competition 
with a senice provided by NYT. 

-The content of the message can address a generic promotional or informational 
need of the customer. 

-The content of the message shall not involve any message which is obscene, 
indecent, or which might otherwise be regarded as generally repugnant. 

-Where the message requests or requires action by the Client End User Customer, 
the message must contain a telephone number that the customer can utilize for 
further information regarding the content of the message. 
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The following are examples of acceptable a^d unacceptable phrases for a message: 

ACCEPTAPLE UNACCEPTART.F. 

Great telephone service Greatest telephone service 
Low prices Lowest prices 
XX has reduced rates XX has the lowest rates 
XX has a fiber optic network XX has the best fiber optic network 

NYT reserves the right to refuse to print any message which NYT, in its sole discretion, 
determines is not in compliance with the above criteria or which could adversely affect the 
public image and reputation of NYT. NYT also reserves the right to discontinue MR Bill 
Message Service if NYT is ordered to do so by any court or governmental agency having 
jurisdiction, if Client fails to comply with the above message criteria, or if NYT, in its sole 
discretion, determines that continued provision of the service could adversely affect the public 
image or reputation of NYT. 

7.     Liability: 

In the event that NYT fails to print a Client Marketing Message, NYT's total liability to Client 
shall be limited to a refund of the amount, if any, actually paid by Client to NYT for printing 
such message. In the event NYT prints a Client Marketing Message inaccurately and the 
inaccuracies as printed materially distort and misrepresent the original message. Client shall be 
entitled to the above refund, or at Client's option: 1) NYT will use its best efforts to print a 
corrected Marketing Message for inclusion in the next bill cycle, and in no event later than the 
following bill cycle, at no charge to Client; or 2) NYT will reimburse Client, pursuant to the 
procedures set forth in Section 13, for reasonable expenses for mailing, e.g. postage and paper, 
incurred in a customer contact program, as agreed to by NYT and Client. Except as provided 
above, NYT shall not otherwise be liable to Client for any loss, cost, claim, injury, liability, or 
expense, including reasonable attorneys' fees, relating to or arising out of the provision of MR 
Bill Message Service by NYT related to the specific incident, nor shall NYT indemnify Client 
for any claims brought against Client by any third party, relating to or arising out of the 
provision of MR Bill Message Service by NYT to Client. 

8.     Conflicts: 

The provision of MR Bill Message Service as set forth in this Exhibit C is subject to all the 
terms and conditions set forth in the Agreement. In the event of a conflict between any term 
and condition set forth in the Agreement and in this Exhibit, the terms of this Exhibit shall 
control, only to the extent of the actual conflict. 
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EXHIBIT D 

PROPRIETARY INFORMATION 

I. General 

This is Exhibit D to the Agreement between NYT and Client for the provision of Billing and 
Collection Services. It is recognized by the Parties that, in connection with the Billing and 
Collection Services to be provided hereunder, NYT and Client will have in their possession and 
control, or provide to the other Party, information in the form of data, reports, computer programs 
and other documentation which is proprietary to NYT, to Client, to both, to others, and/or which is 
considered confidential with respect to Client End User Customers (hereinafter designated. 
"Proprietary Information"). The Parties agree that all such data provided to the other Party shall 
be treated as Proprietary' and held in confidence by the Receiving Party, pursuant to the terms of 
this Agreement. 

II. Handling of Proprietary Information 

Except for information not subject to the terms and conditions herein because of its prior 
disclosure or permitted or consented disclosure as described below, Proprietary Information of one 
Part>' ("Disclosing Part)'") that is possessed by the other Party ("Receiving Party") shall be treated 
in accordance with the following terms and conditions: 

A. The Receiving Party shall put in place and strictly enforce (using all of its prerosatives. 
including dismissal of employees or termination of contracts with its agents or 
contractors) procedures to ensure that its employees, contractors or agents are aware of 
and fulfill the obligation under this Exhibit to hold the Disclosing Party's Proprietary 
Information in confidence. 

B. Proprietary Information described previously shall be held in confidence by the Receiving 
Part}' and its employees, contractors or agents, shall be treated with the same degree of 
care as the Receiving Party would treat its own Proprietary Information, and shalfnot be 
disclosed to third persons (but may be disclosed to agents who have a need for it), shall 
be used for the purposes stated herein, and may be used or disclosed for other purposes 
only upon such terms and conditions as may be mutually agreed upon by the Parties in 
writing. 

C. Each Party acknowledges that a Party's Proprietary Information may be commingled with 
Proprietary Information of another Part)', and accordingly, the Parties shall, to the extent 
practicable, use good faith efforts to ensure that such Proprietary' Information shall be 
masked or rendered mechanically inaccessible to the other Part)'. However, there may be 
instances in which efforts to mask or screen such Proprietary Information are 
impracticable, or in which disclosure is inadvertent. In such instances, the Receiving 
Party will neither use nor disclose the Proprietary Infoimation, except as required to 
fulfill its obligations under the Agreement and shall put in place procedures as described 
above. 

D. Each Party agrees to give notice to the other Party of any demand to disclose or provide 
Propnetary Information of said other Party to other persons under lawfiil process prior to 
disclosing or furnishing such Proprietary Information. The Receiving Party agrees to 
cooperate, if the Disclosing Party deems it necessary to seek protective arrangements. 

E. Either Part)- may disclose or provide Proprietary Information of the other Party to 
implement, effect and enforce either Party's tariffs, to comply with the terms and 
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provisions of the Modification of Final Judgment, or to meet the requirements of a court 
regulatory body or government agency having jurisdiction over either Party. The 
Receiving Party will notify the Disclosing Party so as to give the Disclosing Party a 
reasonable opportunity to object to such disclosure. The Disclosing Party may not 
unreasonably withhold approval of protective arrangements provided by any such court 
regulatory body or government agency. Nothing in this Exhibit requires either Party to 
support or not support the position of any person or entity on the issue of whether any 
particular Proprietary Information is proprietary' under applicable law or this Exhibit. 

HI.    Information Not Subject To Handling Restrictions 

Information shall not be deemed confidential or proprietary, and the Receiving Party shall have no 
obligation to prevent disclosure of such information, if such information: 

(a) was previously known to the Receh-ing Party free of any obligation to keep 
confidential, or 

(b) is provided to other panies by the Disclosing Pany without restriction, or 

(c) is or becomes publicly available by other than unauthorized disclosure, or 

(d) is independently developed, produced or generated by the Receiving Part}', or 

(e) is approved for release by written authorization of the Disclosing Party. 

PV.   Applicabilirv of Statutes. Decisions and Rules 

A Party's ability to disclose Proprietary Information or use disclosed Proprietary Infonnation is 
subject to all applicable statutes, decisions, and regulatory rules concerning the disclosure and use 
of such Proprietary Information which, by their express terms, mandate a different handling of 
such Proprietary Infonnation. 
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EXHIBIT E 

RATES AND CHARGES 

NYTs rates and charges for Billing and Collection Sen-ices are as follows: 

(1) Price per Bill S.01 

(2) Price per Message Billed S.30 for each message 

(3) Manual Adjustment Charge S10:00 

(4) Marketing Message S.045 

(5) Pay-Per-Call Advisory Message     S.03 

(6) Minimum Charges: .Annual Minimum Monthly Minimum 
S55.994.40 54,666.20 

(7) Start Up Fee 525,000 

Each of these charges are explained in further detail below. 

A. Application of Rates to Intrastate and Interstate Semces 

Provided that interstate messages comprise at least 75% of Client's message volume, the 
rates and charges set forth above will be used to determine the total amount due for both 
Intrastate and Interstate Billing and Collection Services. The intrastate portion of this 
total will be determined by applying the rates and charges contained in the applicable 
NYT tariffs) to the intrastate bill and message volumes.' The interstate portion is the 
remainder after subtracting the intrastate portion from the total. If the number of 
interstate messages is less than 75% of Client's message volume, then the above rates 
and charges (excluding the Minimum Charges) shall only apply to Interstate Billing and 
Collection Services and Intrastate Billing and Collection Services shall be provided to 
Client in accordance with the rates and charges set forth in the applicable NYT tariffs), 
unless otherwise agreed to by NYT. 

B. Adjustments to Rates and Charges 

In the event that, during the term of this Agreement, the costs assigned to Billing and 
Collection Services under Part 69 of the Federal Communication Commission's Rules 
are changed as a result of: (1) a change in the FCC's accounting, separations or access 
charge rules; (2) a change in federal, state or local tax laws; or (3) any order or change 
in a rule or regulation of any Court or federal, state, or local governmental agency 
having jurisdiction, and the increase or decrease is more than 5500,000, determined 
cumulatively on an annual basis for both NYT and New England Telephone and 
Telegraph Company combined (the "NYNEX Telephone Companies" or "NTCs"), a 
surcharge or surcredit may be applied by NYT to the rates set forth herein. The 
surcharge or surcredit which may be applied to Client: (1) shall not exceed Client's 
proportionate share among customers of NYTs Billing and Collection Sen-ices of the 

For puiposes of this Agreement, inlrastate messages are messages associated with Client End User Customer 
lelephone calls both originating and terminaiing within New York Stale. 
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DEC-ll-9S04:41Pn        M.C.C.T. 60352423Q4 P.02 

Norma Lev-)' 
Decembers, 1998 
Conflg: 9 120-iine IVR systems. 45 T-ls In, two mirrored RAID syst ems. 

Q.^ri'.^ .D
<
e.s.c.ripi

ti°? .vci1 Pri"   "T'0'^1'  
9 120 linelVR "  ""VVe.Sob'oO ""ssVs'sOO.'oo" 

PentiumII/333 MHZ CPU, 256 MB RAM. Two serial/one parallel, 20 slot rackmount 
enclosure, Redundant Auto sensing Power supplies, heavy duty cooling, Two 9 GB disk 
drives DPT mirrored with SCSI interface. 1 D240SC-T-1.2 480SC-T-1 Cards, 1.44 MB 
3.5M FDD, 14,, color monitor, SVGA, 101-key enhanced keyboard, 12 GB tape drive  16- 
bit ethernet card/SMC, 28.8 modem, CD ROM drive. 

Software: SCO Unix, SCO networking. OmniVox voice applications generator software 
includes the menu interface, call scripting and voice messaging commands featuring call 
transfer and out dialing, conditional branching arithmetic and string operations, personal 
identification number (PIN) generation and verification, "C" hook facilities, "C" 
language API tools, integrated dBase compatible management tool, script builder 
document tool. Voice recording with variable rate encoding, voice file editor, customer 
name and address (CAN) capture, and playback system management utilities, call count 
reporting, CDR records, dialed number identification service (DNIS) if available, 
automatic number identification (ANI) if available, and remote update and maintenance. 
Voice Mail Application includes personal distribution list, priority levels on messages, 
message forwarding, password, message archive, number message announcement," 
volume and speed control, private messages. One Week training at MCCT. telephone, 
record interface, headset, D41ESC Card. MicroLite Backup, Tune Up, CPU Hardware 
Watchdog, The Titan I IVR Platform. 

Warranty:   1 -year warranty from date of purchase. 

550Rt, 106 0pecheePla2a • P.O. Box 981 • Belmont, NH 03220 • TEL: 603-524-2214 « FAX: 603-524-2304 • email: vw/vv.mcct.com 



DEC-ll-9SGM:-11PM        M.C.C.T. 603    5212 3 0-1 P. 0 3 

MCCT 

SJ,\.  pescription Unit Price    iwtwtt tti  Total 

: 133 GB RAID systems $32,500.00 SA5.000,00 
l Installation 58000.00 SSOOQ.OU 
^ 19" Rack Mount enclosures 54500.00 513.500 00 
Documentation: MCCT Unix Recovery Guide, MCCT Integration Guide. All 
Scripts/How Charts of MCCT Programs installed into your unit, Uni* operating guide 
Apex OmniVox Manual, Voice Scripts. 

Total: $955,000.00 
Port Discounts: -$194,400.00 

Total: S760.600.00 

Terms and Conditions: 
l) Payment terms TBD. 
2.) 1 Year warranty from date of purchase 
3.) This quote does includes installation and shipping charges. 
4.) Delivery 6 weeks ARO. 
Sincerely yours, 

Elwin Macomber 
MCCT 
Tc!#: 603-524-2214 

^V R   E  X 

550 Rt. 106 Opechee Plaza • P.O. Box 931 • Bslmont, NH 03220 • TEL: 603-524-2214 • FAX; 603-524-2304 . email: WAv.mcct.com 


