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ATTORNEYS AND COUNSELORS AT LAW

227 SOUTH CALHOUN STREET
P.O. BOX 391 (zIP 32302)
TALLAHASSEE, FLORIDA 3230I
(904) 224-9115 FAX (904) 222-7560

December 6, 1996

BY HAND DELIVERY

Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Docket No. 863230-TP

Dear Ms. Bayo:

Enclosed are the original and fifteen (15) copies of Central
Telephone Company of Florida and United Telephone Company of
Florida’s Request for Confidential Classification.

Please acknowledge receipt and filing of the above by stamping

the duplicate copy of this letter and returning the same to this
writer.

Thank you for your assistance in this matter.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition by MCI Telecommuni-
cations Corporation for arbitration
with United Telephone Company of
Florida and Central Telephone Company
of Florida concerning interconnection
rates, terms, and conditions,
purgsuant to the Federal Telecommuni-
cations Act of 1996

DOCKET NO. 961230-TP
Filed: 12/06/96

L P N N

CENTRAL TELEPHONE COMPANY OF FLORIDA AND
UNITED TELEPHONE COMPANY OF FLORIDA’S
REQUEST FOR CONFIDENTIAL CLASSIFICATION

Pursuant to Rule 25-22.006, Florida Administrative Code,
UNITED TELEPHONE COMPANY OF FLORIDA and CENTRAL TELEPHONE COMPANY
OF FLORIDA {(collectively, "Sprint United/Centel® or the
"Companies") file this Request for Specified Confidential
Clasgsification for certain cost study information provided to the
Staff in this docket, and say:

1. This request covers documents submitted to the Division
of Records and Reporting under a confidential cover on November 15,
1996. These documents have been identified as pages 63-71 and 84
of Composite Exhibit No. RGF-3 to the direct testimony of Randy G.
Farrar. This confidential exhibit contains certain cost study
information prepared by Sprint. The documents to which this
request relates was filed with the Division of Records and
Reporting under a separate confidential cover and a Notice of
Intent to Request Confidential Classification on November 15, 1996.

2. In accordance with FPSC Rule No. 25-22.006, F.A.C., a

copy of the documents with the information the Companies consider
COCUMENT HUMBER-DATE
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to be proprietary has been filed under a separate cover as Exhibit
"A" to this request and has the confidential information
highlighted for identification purposes. In accordance with Rule
25-22.006, Florida Administrative Code, the Companies have appended
hereto as Exhibit "B" one edited copy of the confidential answers
with the confidential information blacked out ("redacted"}.

3. Commission Rule 25-22.006(4) (a) provides that a utility
may satisfy its burden of proving that information is specified
confidential material by demonstrating how the information falls
under one or more of the available statutory examples. In the
alternative, if no statutory example 1s available, the utility may
satisfy its burden by including a justifying statement indicating
what penalties or ill effects on the Companies or its ratepayers
will result from the disclosure of the information to the public.
The Companies have identified this confidential information on a
line-by-line basis, and have appended the required line-by-line
identification and justifications hereto as Exhibit "C."

4. The information £for which confidential treatment 1is
requested has not been disclosed, except pursuant to a protective
agreement that provides that the information will not be released
to the public.

7. For all the foregoing reasons, Sprint United/Centel
respectfully urge the Commission to classify the above-described
and discussed document as proprietary confidential business
information pursuant to Rule 25-22.006, Florida Administrative

Code, and as such exempt from Chapter 119, Florida Statutes.



WHEREFORE, UNITED TELEPHONE COMPANY OF FLORIDA and CENTRAL
TELEPHONE COMPANY OF FLORIDA move the Commission to enter an Order
declaring the documents claimed to be confidential in this request
are proprietary confidential business information pursuant to
Section 25-22.006, Florida aAdministrative Code.

DATED this 6th day of December, 1996.

Tallahassee, Florida 32302
(904) 224-9115

ATTORNEYS FOR UNITED TELEPHCONE
COMPANY OF FLORIDA AND CENTRAL
TELEPHONE COMPANY OF FLORIDA



CERTIFICATE QOF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing
has been furnished by U. S. Mail or hand delivery (*) this é6th day
of December, 1996, to the following:

Martha Brown ® Richard D. Melson *
Cochran Keating Hopping Green Sams & Smith
Charlie Pellegrini 123 S. Calhoun Street
Divisicon of Legal Services Tallahassee, FL 32301

Florida Public Service Comm.
2540 Shumard Cak Blwvd.
Tallahassee, FL 32399-0850

M/ Dl

U Aftorney



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition by MCI Telecommuni-
cations Corporation for arbitration
with United Telephone Company of
Florida and Central Telephone Company
of Florida concerning interconnection
rates, terms, and conditions,
pursuant to the Federal Telecommuni-
cations Act of 1996

DOCKET NO. 961230-TP

EXHIBIT "B" TO SPRINT UNITED/CENTEL’S
REQUEST FCOR CONFIDENTIAL CLASSIFICATION

Unedited Version
With
Confidential Information Redacted
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EUI&’ F I 'ﬂm_ LOCAL SWITCHING TELRIC RESULTS
L Vil {Sorted from Lowest to Highest Cost)
A 2 - fi < F
Set-up Cost CCSs Cost
Line
Exchange Termination Line Trunk Line Trunk Umbilic:

! FT.MYERS, FL
. WINTER PARK, FL
ALTAMONTE SPRINGS, FL
. TALLAHASSEE, FL
5  LAKE BRANTLEY
- BONITA SPRINGS, FL
. CYPRESS LAKE, FL
- ET MYERS BEACH, FL
* FT. WALTON BEACH, FL
(6 GOLDENROD, FL
. OCALA, FL
NAPLES MOORINGS
NAPLES, FL
- ORANGE CITY, FL
t5 CASSELBERRY, FL
. APOPKA, FL
PORT CHARLOTTE, FL
CRYSTAL RIVER, FL
. DESTIN, FL
26 INVERNESS, FL
' LADY LAKE, FL
* MADISON, FL
- MARCO ISLAND, FL
* MONTICELLO , FL
25 MT. DORA, FL
. NORTH NAPLES, FL
SANTA ROSA. FL.
SEA GROVE BEACH, FL
. KENANSVILLE, FL
3o SALT SPRINGS, FL
. MAITLAND
+ SILVER SPRINGS SHORES, FL
- CHERRY LAKE (928), FL
- EUSTIS, FL
35 FREEPORT (835), FL
* LEESBURG, FL
: WILDWOOD, FL
. GREENVILLE, FL
HOWEY-IN-THE-HILLS, FL
Yo KINGSLEY LAKE (533), FL
" PANACEA (984), FL
ST. MARKS, FL
KISSIMMEE, FL
TAVARES, FL
'15 VALPRAISO, FL
. CAPE CORAL, FL
' NORTH CAPE CORAL, FL
NORTH FT. MYERS, FL
ALFORD, FL
50 ASTOR, FL
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LOCAL SWITCHING TELRIC RESULTS

{Sorted from Lowest 1o Highest Cost)

Z
D CCS Cost

g

Termination

Line Trunk

Urmnbilic

| BAKER, FL
* BONIFAY (547), FL
BOWLING GREEN, FL
*  COTTONDALE (352), FL
5 EVERGLADES, FL
+ GLENDALE (855), FL
GREENWOOD (594), FL
LAWTEY
LEE
1& MALONE (569), FL
* MONTVERDE, FL
OKLAWAHA, FL
* PONCE DE LEON
'. REYNOLDS HILL (956), FL
15 SNEADS
* SOPCHOPPY, FL
* UMATILLA, FL
* WESTVILLE (548), FL
* WILLISTON, FL
2& ARCADIA, FL
* WEST KISSIMMEE, FL
WINTER GARDEN, FL
BOCA GRANDE, FL
- FORT MEADE, FL
5 REEDY CREEK, FL
* WINDERMERE, FL
FOREST, FL
HOMOSASSA SPRINGS, FL
+ STARKE, FL.
2¢ CLEWISTON, FL
+ DEFUNIAK SPRINGS, FL
« MOORE HAVEN, FL
PINE ISLAND, FL
WAUCHULA, FL
3; ZOLFQ SPRINGS, FL
BELLEVIEW, FL
LEHIGH ACRES, FL
OKEECHOBEE, FL
SHADY ROAD
Ye CRESTVIEW, FL
" DADE CITY, FL
' ST. CLOUD, FL
+ BEVERLY HILLS, FL
+ GROVELAND, FL
Y5 AVON PARK, FL
* IMMOKALEE, FL
LABELLE, FL
¢ SAN ANTONIOQ, FL
" TRILLACOOCHEE, FL
5 © CLERMONT, FL
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Compositz Exhibit No. RGE-3

CORFIDERTIAL e

LOCAL SWITCHING TELRIC RESULTS

(Sorted from Lowest to Highest Cost)

<
A b set-up Cost £ 0 CCs Cost F
Line
Exchange Termination Line Trunk Line Trunk Umbilic:

o

!  CRAWFORDVILLE, FL

+  PUNTA GORDA, FL
BUSHNELL, FL

-  CAPE HAZE FL

5  MARIANNA, FL

*  SANIBEL ISLAND, FL

SHALIMAR , FL
LAKE PLACID, FL

*  SPRING LAKE, FL

i & SEBRING, FL

Sprint Proprietary Injormation
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PROCESSON MILLISECONDS
PER CALL SET-UP
(Containg Inlormallen Pioprietary to Noilel)
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COST PER CALL SET-UP
(Contains Information Proprialary to Notlel)
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CORFIDENTIAL

-

ADVANTAGE
Cali Waiting
Cance! Call Wait
Return Call
Caller {D

CALL MANAGER
Call Wait
Cancel Call Wait
Repeat Dial
Return Call
Three Way
Call Forward

-~ ~Royy CNgw M-~
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% Call Wait

" Cancel Call Wait
15 Repeat Dial

! __f Return Call

! Three Way
t & Caller ID
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CCF Packages
Estimates of Cost of Service

4.,
Average Q
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INTOUCH -CR
TS Call wait
25 Cance! Call Wait
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Tot Rev
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Docket No. 961230-TP
Randy G. Farrar

Composite Exhibit No. RGF-3
Page 71 of 122
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition by MCI Telecommuni-
cations Corporation for arbitration
with United Telephone Company of
Florida and Central Telephone Company
of Florida concerning interconnection
rates, terms, and conditions,
pursuant to the Federal Telecommuni-
cations Act of 1996

DOCKET NO. 961230-TP

L . L N NP N )

EXHIBIT "C" TO SPRINT UNITED/CENTEL’S
SECOND REQUEST FOR CONFIDENTIAIL CLASSIFICATION

Line-by-line Identification and Justification

Number Line(s) Column (s} Justification
63 of 122 1-50 A-F Note 1
64 1f 122 1-50 A-F Note 1
65 of 122 1-10 A-F Note 1
66 of 122 1-6,8,12,13 A Note 2
2,9-14 B,D,F Note 2
1-7,9-14 C,E Note 2
9-10 G-K Note 2
67 of 122 4-13 A Note 3
13 B Note 3
4-13 C Note 4
1-12.5 C Note 4
68 of 122 1-8 A-M Note 5



69 of 122 1,2 A, D-G Note 6
3 D, E Note 6
4,5 A,D-G Note 6
6 D,E Note 6
7 A,D-G Note 6
8 D,F,G Note 6
9-17 G Note 6
1-7 B,C Note 4
70 of 122 1-18 A-D Note 7
71 of 122 1-42 A-D Note 8
84 of 122 1-4 A,B Note 4
1-4 L,D Note 9
1-10 E-H Note 9

Note 1: This data represents the local switching TELRIC results
by exchange for Sprint. It shows the costs broken down in dollars
for line termination, setup (line and trunk) and CCS (line, trunk
and umbilical). This data was prepared using outputs from
Bellcore’s Switching Cost Information System ("SCIS"), which is a
computer costing model licensed to Sprint. Pursuant to the license
agreement, Sprint is required to keep detailed output information
from SCIS free from public disclosure. A more complete explanation
of S8SCIS and Bellcore’'s position on S8CIS is included in the
affidavit of Philip G. Bayster, which is attached hereto as
attachment one to this exhibit "C" and incorporated herein by
reference. If Sprint were to breach the licensing agreement by
publicly disclosing protected information, Sprint might lose the
ability to continue using SCIS as part of its costing process.
Thus, public disclosure of this information would harm the Company.

Even 1f this information is not required to be kept free from
public disclosure due to a licensing agreement, the information on
this page is confidential because it represents the Company’s
specific cost data by exchange and function (line termination, set-
up, - CCS cost) for 1local switching. This type of data shows
fundamental information about the economics of operating the
Companies and would be useful to competitors when making economic
decisions such as whether, where and how to compete in the local
exchange market. Likewise, fundamental economic data like this can
be used by a competitor to make investment and pricing decisions.
For these reasons, in the new competitive environment, cost data
like this is kept confidential by competitors. Sprint does not
have this type of data from its competitors and could not cobtain it
without significant cost. Disclosing this type of data from Sprint
to the public would make this valuable competitive data available
to potential competitors at no cost, thereby giving potential
competitors an advantage in the marketplace unavailable to Sprint.
Consequently, disclosure to the public would harm Sprint.

8



Note 2: This data on this page, together with the data on pages
67 through 70 of 122, shows the detailed common switching cost
calculations for an example office. Each of these pages shows
detailed investment in hosts, and in and out of exchange remoctes on
a total dollar and per unit basis {(lines 1-7, columns A-F). It
also shows usage statistics for the office, including call attempts
and minutes of use (lines 9-14, columns A-K). Because the
calculations on this and the other pages are interrelated, various
pieces of data on these pages can be used to re-calculate or "back-
into" the basic investment, expense, usage and cost data shown on
this exhibit.

The investment, expense and unit data on these pages reflects the
costs that Sprint has paid for competitively priced goods and
services on the open market. If Sprint publicly discloses the
prices it pays suppliers for goods and services, those suppliers
may refrain from offering those prices again in the future. Thus,
digsclogure of this type of data will impair Sprint’s ability to
procure goods and services in the marketplace and disclosure of
this data will harm the Company.

The usage data shown on these pages reflects the utilization of
Sprint’s equipment and can be used to estimate customer calling
patterns and other useful market share-type data. The extent to
which this Company’s equipment is used and the calling patterns of
its customers are information that competitors can use when making
decisions regarding whether, when and how to enter a market. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the local exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make invegtment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not obtain it without significant cost.
Disclosing this type of data from Sprint tc the public would make
this valuable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.

Note 3: The data on this page shows a part of the calculation of
Sprint’s per call processor setup cost. It shows trunk and SS7
procesgor utilization for different functions and a call attempt
per MOU figure. This detailed usage data on this page forms part
of the basis for the interrelating calculations on pages 66-70.
Because the calculations on this and the other pages are
interrelated, various pieces of data on these pages can be used to
re-calculate or "back-into" the basic investment, expense, usage
and cost data shown on this exhibit. The portion of the document
blacked out electronically is switch data proprietary to Nortel and
is discussed in Note 4. The remaining data shows usage data and
reflects processor efficiency.



The usage data shown on these pages reflects the utilization of
Sprint’s equipment and can be used to estimate customer calling
patterns and other useful market share-type data. The extent to
which this Company’s equipment is used and the calling patterns of
its customers are information that competitors can use when making
decisiong regarding whether, when and how to enter a market. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the local exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make investment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not cbtain it without significant cost.
Disclosing this type of data from Sprint to the public would make
this valuable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.

Note 4: The electronically redacted data on this page is
proprietary data owned by Nortel that was given to Bellcore for use
in the SCIS model. The SCIS model is discussed in Note 1, and that
discussion applies here.

Part of the reason the SCIS model is useful to Sprint and valuable
to Bellcore is because switch vendors like Nortel provide detailed
technical and pricing data for use in the SCIS model. This switch
vendor data is considered proprietary by the wvendors and is
provided to Bellcore with the understanding that Bellcore will
protect the information from public disclosure. Sprint’s license
agreement with Bellcore does not allow Sprint to disclose this
information, and this data has been electronically redacted at the
direction of Bellcore. This type of data is addressed in the
attached affidavit of Philip G. Bayster. For Sprint to provide
this information in an un-redacted form could form the basis for
Bellcore to claim that Sprint has vioclated the license agreement.
Accordingly, Sprint has followed Bellcore’s instructions and is
presenting this information as requested.

Note 5: This page shows expenses by function and type of
equipment for switching in the example office. Because the
calculations on this and the other pages are interrelated, various
pieces of data on these pages can be used to re-calculate or "back-
into" the basic expense data shown on this page.

The expense data on these pages reflects the costs that Sprint has
paid for competitively priced goods and services on the open
market. If Sprint publicly discloses the prices it pays suppliers
for goods and services, those suppliers may refrain from offering
those prices again in the future. Thus, disclosure of this type of
data will impair Sprint‘s ability to procure goods and services in
the marketplace and disclosure of this data will harm the Company.



Note 6: This page combines usage and cost data to compute cost
per call setup for the example exchange. The portions of the
document electronically redacted are switch data proprietary to
Nortel and are discussed in Note 4. Becausge the calculations on
this and the other pages are interrelated, various pieces of data
on these pages can be used to re-calculate or "back-into" the basic
cost and usage data shown on this page.

The cost data on this page indirectly reflects the costs that
Sprint has paid for competitively priced goods and services on the
open market. If Sprint publicly discloses the prices it pays
suppliers for goods and services, those suppliers may refrain from
offering those prices again in the future. Thus, disclosure of
this type of data will impair Sprint‘s ability to procure goods and
services in the marketplace and disclosure of this data will harm
the Company.

The usage data shown on these pages reflects the utilization of
Sprint’s equipment and can be used to estimate customer calling
patterns and other useful market share-type data. The extent to
which this Company’s equipment is used and the calling patterns of
its customers are information that competitors can use when making
decisions regarding whether, when and how to enter a market. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the lcocal exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make investment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not obtain it without significant cost.
Disclosing this type of data from Sprint to the public would make
this wvaluable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.

Note 7: This page calculates cost per MOU. Because the
calculations on this and the other pages are interrelated, various
pieces of data on these pages can be used to re-calculate or "back-
into" the basic cost and usage data shown on this page.

The cost data on this page indirectly reflects the costs that
Sprint has paid for competitively priced goods and services on the
open market. If Sprint publicly discloses the prices it pays
suppliers for goods and services, those suppliers may refrain from
offering those prices again in the future. Thus, disclosure of
this type of data will impair Sprint’s ability to procure goods and
services in the marketplace and disclosure of this data will harm
the Company.

The usage data shown on these pages reflects the utilization of
Sprint’s equipment and can be used to estimate customer calling
patterns and other useful market share-type data. The extent to
which this Company’s equipment is used and the calling patterns of



its customers are information that competitors can use when making
decisions regarding whether, when and how to enter a market. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the local exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make investment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not obtain it without significant cost.
Disclosing this type of data from Sprint to the public would make
this valuable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.

Note 8: This page shows the estimated costs and revenues
associated with various customer calling feature packages offered
by Sprint. The cost data on this page indirectly reflects the
costs that Sprint has paid for competitively priced goods and
services on the open market. If Sprint publicly discloses the
prices it pays suppliers for goods and services, those supplilers
may refrain from cffering those prices again in the future. Thus,
disclosure of this type of data will impair Sprint‘s ability to
procure goods and services in the marketplace and disclosure of
this data will harm the Company.

The revenue data, both alone and together with the cost data,
provides the basis for competitors to evaluate the profitability or
potential profitability of the services shown on this page. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the local exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make investment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not obtain it without significant cost.
Disclosing this type of data from Sprint to the public would make
this valuable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.

Note 9: This page shows the Company’s calculation of the cost of
an SS87 port. It reflects costs of various elements, capacity,
labor costs and utilization factors. The redacted data in columns
A and B are Bellcore proprietary and have been withheld at
Bellcore’'s direction. See Note 4.

The cost data on this page directly and indirectly reflects the
costs that Sprint has paid for competitively priced goods and
servicegs on the open market. If Sprint publicly discloses the
prices it pays suppliers for goods and services, those suppliers
may refrain from offering those prices again in the future. Thus,



disclosure of this type of data will impair Sprint‘s ability to
procure goods and services in the marketplace and disclosure of
this data will harm the Company.

The usage data shown on these pages reflects the utilization of
Sprint’'s equipment and can be used to estimate customer calling
patterns and other useful market share-type data. The extent to
which this Company’s equipment is used and the calling patterns of
its customers are information that competitors can use when making
decisions regarding whether, when and how to enter a market. This
type of data shows fundamental information about the economics of
operating the Companies and would be useful to competitors when
making economic decisions such as whether, where and how to compete
in the local exchange market. Likewise, fundamental economic data
like this can be used by a competitor to make investment and
pricing decisions. Sprint does not have this type of data from
its competitors and could not obtain it without significant cost.
Disclosgsing thig type of data from Sprint to the public would make
this valuable competitive data available to potential competitors
at no cost, thereby giving potential competitors an advantage in
the marketplace unavailable to Sprint. Consequently, disclosure to
the public would harm Sprint.
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

FORMAL INVESTIGATION TO EXAMINE )
AND ESTAELISH UFDATED UNIVERSAL ) DOCKET 1.0094003§
SERVICE PRINCIPLES AND POLICIES FOR )
TELECOMMUNICATIONS SERVICES IN )
THE COMMONWEALTH )

AFFIDAVIT OF PHILIP G. BAYSTER

I, Philip G. Bayster, being duly sworn, depose sad say:

1. Tam employed by Bell Communications Research, Inc. (Bellcore) as Executive
Director for Central Office and Netwark Cost Support. In this capacity I have personal
knowisdge of and am responsible for the development, maintenance and enhancement of
the Switching Cost Information System (SCTS), Loop Cost Analysis Tool (LCAT),
Ultimate Allocation Area Analysis Program (UAAAP), and Capital Cost (CAPCOST
Plus) product. SCIS is & computer program that crestss technical and economic models
of various switching archisectures and corresponding feature offerings used to routs calls
through the telephone network. LCAT and UAAAP-are computer programs that creste.
technical and economis models of various loop architectures used to deliver service to the
subscriber. CAPCOST Plus is & computer program that creates the investment to cost
relationship for the various components of capital expenditures and expecses incurred in

Exhibit C
Attachment One
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the telephone network. 12m also responaible for liccnsing and marketing SCIS, LCAT,
UM,NWCOﬁHuswdmﬁcmdbrdptdephmmmpaﬁesmd
regulstory agencies, as part of Ballcore's business of providing computer-baged
information processing and analytical services to the telecommunications industry.

2. Tanff review proceedings usually require parties to estsblish the cozts of
providing relevant services, In the case of state and fiaderal proceedings, such activities
include the development of foes related to the deployment and use of telephone call

'routingnetworh. They also include the necessary cost analyses for the allocation of

network coats, mﬁumﬁn;mm«m.mngthupedﬂcmmtbaammk
can provide. In the United States, for example, the FCC & state regulatory agencies
review the tarif¥ rutes charged by the owners of the nation's call routing networks (such
aa those otthekeaouﬂzdlommorkbom)mthdrwm%

| proﬁdmmofanﬂbimwﬁmihrngﬂmwwaighudmstdmmwmpbx

cast-allocation studies. In sddition, in various non-U.S, telecommunications markets,

Mdmephnnecompuﬁameonideﬁngdiﬂ'amﬁmsofpﬂuﬁuﬁonmmr
the fiberalixation of existing rules ralated to the provision of telecomamnications services,
Inthmmrhu,lthﬂ'equmlyimpommmmdyathomofanmﬁnginorderto

| set the initial privatized taciffs that should be sharged for use of the networks.

3. Bellcore’s SCIS, LCAT, UM.MCAPCOSTPMMWM
needs for compiex network cost analysas. The SCIS program currently contains detailed
mﬁmmwmmmmmmmmmmm'
ﬁmmwﬁuhmﬁmﬁupuﬁdpmhmswﬂdﬁdemm&rnmm
switching systems, (Theﬂitahmmﬁmﬂmﬂnﬁshdmdelmfascmm
Northem Telecor Inc., Siemens/Stromberg Carlson, AT&T Technologiss, Ericsson

2
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NMSMFMMMWMG Company.) The switch vendors
provide Bellcare with technical dats about switch architectures, as well as system
processing time and memory requirements for various switching functions. The vendors
alo provids detailed price information, including foreeans of fisture pricing strategios and
product development, for use in the SCTS models. LCAT and UAAAP contain detailed
enginsering and econamic information about aine cirenit designs thet provide three service
deliveries and are the intellectual property of Ballcore. CAPCOST Plus contains detsiled
mnnmiciqﬁarmcﬁmabmthedevdapmofuphdomandopuﬁngmm
components associsted with the investment in a particular telephone plamt account.
Bellcore is the sole suthor, owner and eperstor of the SCIS, LCAT, UAAAP, and
CAPCOST Plus programs,

4. Programming algorithms in SCIS developed by Bellcore translate switch vendor
information into cost profiies (called primitives) for various applications of the switching
technologiee. Other Bellcore-derived algarithms apply those cost primitives to the
individual features that use the shared network resources. SCIS output reports provide
the feature costs related to passible configurations of switching equipment in various
subscriber systems. Program algarithms in LCAT and UAAAP developed by Belicore
mmlwpchmcmilﬁcmdimmndmmownproﬁlu(uﬂaddmﬁt
designs) for various applications of the loop technologies. Program slgorithms in
CAPCOSTPluadwelopedbyBeﬂmmnﬂmﬁmchLecommic,andmmmw
into cost factors that relate the investment per telephone plant account w an equivalent
azmual cost. As a result, the SCIS, LCAT, UAAAP, and CAPCOST Plus programs allow
auwhoummyorammmcymmmmofuingm
combinations and kinds of Mwmoqﬁpmtwhhvmiousmdﬁmhlsimw
of telephone network. Conversely, disclosure of the SCIS, LCAT, UAAAP, and
CAPCOST Plus prnmmldanowﬁrpubﬁcmtoinhmﬁon,dimﬂyorin
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desivative form, that is provided to Bellcors pursuant to non~disclosure agreaments and
which contains pricing and tachmical dats, as well &g algorithms, all of which could be used
to procisely determine network architecture, operating characteristics and attendant
pricing strategles.

S. ‘The SCIS, LCAT, UAAAP, and CAPCOST Plus computer programs and their
economic models must be constantly updated to reflect new network tecknologies, current
MMMMMNWWPﬁuMMaﬁon.
SCIS, LCAT, UAAAP, and CAPCOST Plus today contsin more than 6000 program files
and over 425,000 lines of programming code, Approximately 35 to 40 pereent of the
system code is revised every yesr, and there have been over 75 SCIS, LCAT, UAAAP,
and CAPCOST Plus software relcases sinoe 1985. Belleore has spent more than $37
million gince 1984 to develop and maintain the SCIS, LCAT, UAAAP, and CAPCOST
Plus programs. SCIS, LCAT, UAAAP, and CAPCOST Plus currently require significant
dmoconmﬂmmﬁommmthmﬁhd!conﬁployeu.

6. Bellcore currently ficenges the SCIS, LCAT, UAAAP, and CAPCOST Pius
computerpwmqpmoﬁueouulﬁngpneﬁeetozzdomesﬁemdim&naﬁnml
telephane companies and communications reguiatory anthorities. Six of Bellcore's
licensees are RBOCS, inchuding Bell Atlantic. Bellcore receives approximately $4.5
million per year in license fees and system maintenance costs from these 6 RBOC
castomers alone. The other Belleore domestic SCIS, LCAT, UAAAP, and CAPCOST
Plus licensees are AllTel Service Corporation, Chizens Telephons Company, Cincingadi
Bell Telsphope, GTE Service Corporation, Illincis Consolidated Telephone, Lufkin.
CdeMMMM.MTMCmWTd&mM
Rico Teisphone Company, Frontier Telephone Company, Roseville Telsphone Compazy,
Southern New England Telephone Compiny, and Sprint. Thess 13 non-RBOC domestic

4
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mmﬂdwwnwhhmtbanﬂ s:rnillimmyeulgrhcenseﬂauandsym
maintenance cowts during 1995.

7. Ballcars started marketing SCIS, LCAT, UAAAP, and CAPCOST Phus
internarionally in 1992. As of February, 1996 Sour ovarseas customers, Optus
Communications of Australle, Telofinos de Mexico (Teimex), Telecom New Zealand, and
Honglong Telecom have contracted fr the SCIS, LCAT, UAAAP, md CAPCOST Phis
programs, providing Bellcare with annual revemies of $700 thousand. Several athers are
expected to contract for the models in 1996, which will result in en additional $300

. thousand in annual revenues. In addition, Bellcore is currently sttempting to license the

SCIS, LCAT, UAAAP, and CAPCOST Plus programs to approximately 20 other
telephone companies and regulstory suthorities, wofwhmnqumus. compenies

. or agencies, This reflects the recent trend toward cost-based tariffs and cost

sccountability, particularly overseas.

$. All icenses o use the SCIS, LCAT, UAAAP, and CAPCOST Phus programs are
granted pursuast t0 2 written licensing agreement with Belloore. The agreement grants
the licensee & personal, nonexclusive and aontransfirable right to use the SCIS, LCAT,
UAAAP, 2od CAPCOST Plus programs solely within and for the Liceasee’s own business,
Umﬂnmdﬁewt&ohmmmhommwm:mmmm
confidence. Ummwwmwmmmnl
employces who have a need to know, ammmlhecomuofthehmndmﬂ:mon.md
mreﬁumﬁomdewmpdm;dmbhngordmmthemﬂwm, or deriving any of
its source code or algorithms,

9. Speciﬁemnnﬁnmmhnshnposeduponﬁmmbymmoremme
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“s. LICENSER shall hold the LICENSED INFORMATION (the
software and documentation) in confidence for the benefit of
LICENSOR (Bellcore) &3 proprietary information, The LICENSED
INFORMATION shall be cleatly and conspicuously marked as
LICENSOR's proprietary informatiop, LICENSEE shall not make
any disclosure of the LICENSED INFORMATION (including
maethods or concepts utilized therein) to anyone other than its
employees who have 2 need to know. LICENSEE shall netify its
smployees of their obligations of confidentiality with respect to |
LICENSED INFORMATION. The ohligations of LICENSEE and
its employees shall survive and contimie after any termination of
LICENSEE's rights under this Master Agreement (License

_ Agreement), Such obligations shall act extend to any information
relgting to LICENSED INFORMATION which is now available or
which later becomes zvailable to THIRD PARTY (any individual,
corporation, partnership, associstion or other entity, other than the
parties t0 the License Agreement) withowt restriction by acts not
atributable to LICENSEE or its employees.

“d. No copies shall be made of the LICENSED INFORMATION (other
than one (1) backup copy) nor shall LICENSEE reverse engineer,
decompile, disaasemble or decode any software furnished hereunder,
or derive any source ¢code or algorithms therefrom.

“c. Title in the LICENSED INFORMATION shall remain in
Licensor.
Provision of Belleore propristary material to the OCA by Bell Atlantic is inconsistent with
the Heenzing agreement and would cguse Bellcore significant hasm.

10. SCIS, LCAT, UAAAP, and CAPCOST Plus software and documentstion
conrains conspicuous legends which identify them as proprietary to Belloore. Specifically,
the following notice is contained on the SCIS, LCAT, UAAAP, and CAPCOST Plus
software label and on the title page of the SCIS, LCAT, UAAAP, and CAPCOST Plus
documentation:

01440 DIXI ININdS Wde2:2T 96, ST AON
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PROFPRIETARY
BELLCORE AND AUTHORIZED CLIENTS ONLY
This Docurnent contains proprietary information
that shall be distributed or routed only within
Bell Communications Research (Bellcore) and its
authorized clieets, exvept with written
permission of Bellcere.

Subsequent pages of the system documentation contain the following notice:

Proprietary ~ Bellcore and Authorized Clients Only
- Ses proptistary restrictions on title page.

11. Belleore is not the only company thet provides cost-modeling services to the
telscomnmnications industry, The damestic and international markets for these services
are highly competitive. For example, Analysis Ltd., a firm based in the United Kingdom,
has developed a competing spreadaheet network and switching cost-modeling program.
Analysis Ltd. competed agamst the Bellcore model for service contracts in Australis and
New Zealand, Within North America, the Rand Corporation provides a cost-consulting
pnc&eethneompcﬂdagaimﬂaﬂmcfoermucoanugmudconmodﬁhs.
KFMG, Coopers & Lybrand, National Economic Research Associates, and other U.S. and
overseas consulting firms provide telecomgmmnications cost-consulting services. In
addition, many individuels and smaller firms such as the OCA's consultant conduct

‘mmmmmmmmmmmﬁmneuanmme

telecommumications cost modeling market. Finally, several telephone companiee are
attempting to develop their own cost modaling systems, For example, U S West has
developed and has expressed a desire to market a Switching Cost Model, and foreign
companies like British Telecam, Korea Telecom, and Nippon Telepbone and Telegrapn
are reported to have cost modeling research and development programs underway.
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12. Network cost odeling services are cosantial to esmablishing cost-based tariff
structures. Demand for them will increase as governmments around the world continue to
privatize their public telecommunications monopolies and/or open markets to increased
Indonesia, Chile and Eastern Eurape.. The value of contracts for coet modeling services
over the next five years i3, in my judgment, between spproximately $30 and $50 million.

13. In addition, the FCC is now ordeting domestic telephone carriers to settle their
accounts with irternational carviers using cost-based tariff socounting methods, and
international lending agencies such as the World Bank are encouraging
telecommunications authorities to adopt a cost-based tariff process as a prerequisite to
granting telecommunications infrastructure lonns. These requitements are likely to
incresse the demind for network cost modeling services, as evidenced by the repid
introduction of SCIS, LCAT, UAAAP, and CAPCOST Plus into the international markets
zince 1992. As a result, more information-processing companies here and abroad will
consider extering the cost modeling service market to meet the existing and growing
demand.

14. Bellcore will suffer serious and substantial competitive harm in the
telscommunications cost modeling service market if the SCIS, LCAT, UAAAP, and
CAPCOST Plus programs ass disclosed to third perties and their consultants in regulatory
proceedings. Bellcore has never permitted the disclosure of these programs to intervenors
or their consultants in regulatory proceedings. The SCIS, LCAT, UAAAP, and
CAPCOST Plus models are an important part of Bellcore’s stock-in-trade and represents
an jmportaxt intellactyal property of the company. Bellcore has historically been
considered the leader in the network cost modeling market, and I know of no other firm
that has invested more heavily in models designed for that market or that has accumulated
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3 more substantial data base of switch vendar cost and technical informatien. Provision of
BdlAﬂanﬁewutpupmndmdomwrﬁdbydmﬂedm
amhnﬁmﬁuwmﬂdﬂwdﬁsmwpomﬁﬂmpeﬁtmmmﬁmcon
methodologies and/or calculate assymptions as requested by the OCA would, in essence,
constitute disclosure of Bellcore propristary information.

15. I Bellcore’s work on the SCIS, LCAT, UAAAP, and CAPCOST Plus modeis
became available to Belicore's competitors for a few hundred dollars in copying fees, it
would become much easier and less costly for Belleore's competitors to offer servicea
comparzble to the SCIS, LCAT, UAAAP, and CAPCOST Plus programs, without
needing to recover the investment cost Bellcore has incurred. Bellcore will have lost
much of the future valye of the over $37 million spent since 1984 to build the computer
programs and keep them current. Moreover, if Bellcore's programming cods, algorithms,
economic models, or the documentation explaining how the SCIS, LCAT, UAAAP, and
CAPCOST Plus programs operates enters the public domain, Belleore's current and
potential icensess might develop their own cost models and have linle or no future need
for our services. Bellcore would certsinly lose a significant portion of the over $6.7
million it currently receives yearly in icenting, user support, and maintenance foes.

16. Bellcore would also suffer harm because switch veadors would probably refirse
to provide it with the detailad technical and pricing dars tha: make these models valuable.
The vendors consider this information highly confidential and make it available to Bellcore
only under scrict nondisclosure and limited use agreements. These agreements generally
require Bellcors to |

“a. hold the Information in confidence . . ;

301440 J3X3 ININdS WdBE: 2l 96, ST AON



- 21°d

_NOV 15 96 11:19 FR BELLCORE ' 202 S55 4667 TO 914278891211 P.11/12

“b. restrict disciosure of the Tnformation , . mldytothoseemployeeuf
Beﬂcmeandﬁ:aﬂlhmahem)hwhglneedtohuwﬂ:r

purposes set forth therein;

“c. advise those employees of their obligations with respect to the
' Information; 2nd

ﬂmﬁnhﬁmﬁmmlywmammhpomtheﬁdds
and dats bases included in Bellcore's software systems distributed to
Belloots's sharecwner companiss and independent telephons
companics under license agreement.

The market for switching and aetwork technolegy iz extremely competitive. Ifthe
Wﬁﬂymmommﬁuﬁp&uwﬂghmm
product strategy forecasts, and switch capability information — were freely available o
competitors through program documestation and algorithms, the vendors would very
likely refuse to give that vital information 1o Belloore. This is not speculstion. Fer
mmwmimmwmmmrccmmmum;
withdrawal of support fom the SCIS model would be likely, and the Commission has so
found. Freedom of Information Act Request (ROIA Control No. 92-266), Conomission

* Requirements for Coxt Support Material to be Filed with Open Network Architecture

Access Tariffe, 7 FCC Red 1526, 1533 para. 36, 1535 para, 50 (1992).

17. Without the centinuous flow of such vendor data, these models would become
non-fimctional Even if only one or two of the vendors stopped providing data, their
usefulness would be impaired. This would place Belloore at & serious competitive
dissdvantage.

18. Because of the sigrificant competitive harm Bellcore would suffer if the SCIS,
LCAT, UAAAP, and CAPCOST Plus programs and documentation were made availsble
to mmmmwmnmmmwmm_my
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decline fiture engagernents that might require it 1o provide program 30cess and would
imstead focus on work not subject to public disclosurs requirements. While much »
response might impair the Pennsyivania Commission's ability to implemens its programs
for regulating the telecomunmications industry, competition in the marketplace for cost-
modeling services would make it imprudent for Bellcore to subjct its models to the risk
of furtber disclosure. Other modeling service providers would probably respond in the

19, Finally, io the FCC's recent Open Network Arshitocture proceeding, Bellcore
and the RBOCs retained the servioes of an independent auditor (Arthur Andersen) to
evaluate the reasonableness of the SCIS model and to perform sensitivity analyses to
ascertain the cuse and effect relationship on the filed rates. The final repart provides a
wmmmwumsmmommmm'mmmwmu

- ustally availsble in tariff proceedings. The cost of this independent revisw exceaded §1
milion, The LCAT and UAAAP models and analysss use the ssme methodological
m«mgusasmwmammmmmmmmm

Philip G. Bayster

Sworn to and subscribed before me
8 Notary Public, this 13th day of
February, 1996

4,4_.4/»4-.,.,

Nomyl’ubhc
My Commission Expires:

DOLCRES A. GUMINA
NOTARY PUBLIC OF NEW JEASEY
My Commiasisa Explros Apr. 20, 1967
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