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Please state your name and business address.
My name is James Zolnierek and my business address is 527 East Capitol

Avenue, Springfield, lllinois 62701.

By whom are you employed and in what capacity?
| am employed by the Illinois Commerce Commission (“*Commission” or
“ICC”) as the Interim Director of the Public Utility Bureau's

Telecommunications Division.

Please state your education background and previous job
responsibilities.

| earned my Doctor of Philosophy degree in economics from Michigan
State University in 1996. Prior to joining the Illinois Commerce
Commission | was employed by the Federal Communications Commission

(“FCC”) in the Common Carrier Bureau, Industry Analysis Division.

Overview

What is the purpose of your testimony?

In this proceeding North County Communications Corporation (“NCC”) has
accused Verizon North, Inc. and Verizon South, Inc. (collectively
“Verizon”) of engaging in a pattern of bad faith, unfair business practices,

and anticompetitive actions with respect to North County and is seeking
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relief from the Commission. In my testimony | examine NCC'’s claims and
the evidence offered in this proceeding to support or refute these claims.

Based upon this review | offer recommendations for Commission action.

Signaling and Database Network Technology

Q.

Are you an engineer or have you had any engineering training?

No. | am not an engineer and have had no engineering training. The
opinions | express, however, are based on upon my general
understanding of certain signaling and database technology, which |
describe below. My general understanding is informed, in part, by
information disseminated by several sources, including the FCC and
Telcordia Technologies.! | have provided citations to information supplied

by these and other sources below.

What function does Signaling System 7 (“SS7”) technology serve in
the call completion process?

When carriers rely on out-of-band signaling, call-related information must,
as a general rule, flow back and forth between the calling party’s carrier

and the called party’s carrier over signaling systems in order for calls to

1

Telcordia Technologies, Inc. (formerly Bellcore), provides “software and services for IP,

wireline, wireless, and cable networks.” Telcordia software “handles 80% of the fixed access

lines, 100% of the toll-free traffic, and 90% of the wireless number portability market in the USA.”
Telcordia research “has lead to ADSL, ATM, Frame Relay, SONET, AIN, and ISDN” among other
innovations. See http://www.telcordia.com/aboutus/
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flow back and forth between the carriers’ respective networks.” In its
Local Competition Order, the FCC described signaling systems as follows:

Signaling systems facilitate the routing of telephone
calls between switches. Most LECs employ signaling
networks that are physically separate from their voice
networks, and these "out-of-band" signaling networks
simultaneously carry signaling messages for multiple calls.
In general, most LECs' signaling networks adhere to a
Bellcore standard Signaling System 7 (SS7) protocol.

SS7 networks use signaling links to transmit routing
messages between switches, and between switches and
call-related databases. A typical SS7 network includes a
signaling link, which transmits signaling information in
packets, from a local switch to a signaling transfer point
(STP), which is a high-capacity packet switch. The STP
switches packets onto other links according to the address
information contained in the packet. These additional links
extend to other switches, databases, and STPs in the LEC's
network. A switch routing a call to another switch will initiate
a series of signaling messages via signaling links through an
STP to establish a call path on the voice network between
the switches.®

Q. How does the signaling system interact with the call related
databases that are the subject of this proceeding?

A. The signaling system is linked to call-related databases so that certain
call-related information can, when necessary, be extracted from these
databases. The FCC states:

[T]lhe SS7 network also employs signaling links (via
STPs) between switches and call-related databases, such as

2 With in-band signaling, call control information is sent within the same band or channel as

is used to transmit data or voice. With out-of-band signaling call control information is generally
sent in a separate band of the data or voice channel, or on an entirely separate dedicated
channel

Federal Communications Commission, First Report and Order, CC Docket Nos. 96-98
and 95-185, Released August 8, 1996 (“Local Competition Order”), 11 455 — 456 (footnotes
omitted)
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76 the Line Information Database (LIDB), Toll Free Calling (i.e.,

77 800, 888 number) database, and AIN databases. These links

78 enable a switch to send queries via the SS7 network to call-

79 related databases, which return customer information or

80 instructions for call routing to the switch.

81

82 From the perspective of a switch in a LEC network,

83 the databases discussed above merely supply information or

84 instructions. Updating or populating the information in such

85 databases, however, takes place through a separate

86 process involving different equipment. Carriers input

87 information directly into a service management system

88 (SMS), which in turn downloads such information into the

89 individual databases.”

90

91 In essence, then, the signaling system, in this case SS7, is the medium
92 used to obtain necessary or useful information from call-related databases
93 and transmit the information to a switch that seeks such information for
94 any of several purposes including those described below.

95

9% Q. What is a Line Information Database (“LIDB")?

97 A. A LIDB is a database that contains information related to a particular

98 telephone number. Telcordia Technologies states:

99 A Line Information Database (LIDB) is a real-time,
100 transaction-oriented database that contains subscriber
101 information on virtually all working telephone numbers in
102 North America. LIDBs work as central repositories for data
103 storage and retrieval based on 10-digit line numbers. They
104 are nationally accessible and continually audited and
105 updated. LIDBs are available to local, long-distance,
106 wireless, and other service providers. A LIDB contains
107 subscriber information that includes the customer's name,
108 the identity of the service provider (Account Owner), the
109 customer's preferred language, and necessary billing
110 information such as the Revenue Accounting Office (RAO).’

;‘ Id., 9 457 — 458 (footnotes omitted).

Telcordia Roadmap to Line Information Data (LIDB) Documents, Telcordia Technologies
Roadmap Series, ROADMAP-TO-LIDB-1, Issue 2, August 2006 (“LIDB Roadmap”), at 2-1
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How is information extracted from a LIDB?
When a carrier requires LIDB information in order to provide a telephone
call and/or to provide an ancillary service related to the call, its switch, by
way of the signaling system, extracts LIDB information via a query to a
LIDB that contains the required information. Telcordia Technologies
states:

A LIDB transaction consists of a query from a network

system to the LIDB, followed by an appropriate response

from the LIDB to the querying network system.®
What information is returned in a LIDB query?
There are several possible types of LIDB queries including, among others:
(1) Calling Card queries “to validate that a calling card number ... can be
used to bill a particular call’; (2) Billed Number Screening queries “to
determine if collect or third-number billing is allowed, not allowed, or in
need of real-time verification, for the particular billing number; and (3)
Generic Name queries “to obtain the name associated with a line number

originating a call.”’

Is Caller Name (“CNAM”) information included within LIDBs?
CNAM information can be included in a LIDB or could be housed in a

separate database. Telcordia Technologies states:

Telcordia Roadmap, at 2-2
LIDB Roadmap at 2-3 and 2-4
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[M]ost, but not all, CNAM implementations obtain the
name from the LIDB; in some companies, a different
database is accessed.?
Do carriers sometimes own and control called-related databases that
contain information related to their own customers?
Yes, carriers can and do own and operate called-related databases that
contain information related to their own customers. For example, Verizon

states: “Verizon retains full and complete ownership and control over its

LIDB and CNAM databases.”

Do carriers sometimes use other database providers to store
information related to their own customers?

Yes. Carriers need not own and operate called-related databases that
contain information related to their own customers. They might, instead,
elect to store their LIDB and CNAM data in a database owned by a third-
party provider. For example, in Docket No. 01-0662, AT&T lllinois (then
“Ameritech lllinois”) identified Southern New England Telephone
Diversified Group as the party it contracted with to provide its LIDB.*°
Similarly, third-party providers such as VeriSign advertise LIDB and

CNAM database housing services prominently on their websites.**

8
9
10
11

LIDB Roadmap at 2-5

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. NCC-69.
Commission Order on Investigation, Docket No. 01-0662, May 13, 2003 at 551

See, for example, http://www.verisign.com/products-services/communications-

services/intelligent-database-services/lidb/index.html  and  http://www.verisign.com/products-
services/communications-services/intelligent-database-services/calling-name-
database/index.html
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Is it possible for one carrier to obtain LIDB and CNAM information
related to a second carrier’s customers if the second carrier does not
make its LIDB and CNAM information available outside its own
company?

No. A third-party provider cannot supply LIDB and CNAM information
related to the customers of a particular carrier if the carrier does not
supply that information either directly or indirectly to the third-party

provider.

How can third-party providers obtain a carrier’s LIDB and CNAM
information?

The third-party provider can obtain bulk LIDB and CNAM information
containing all records in the database from the carrier. Alternatively, the
third party provider can query the carrier's LIDB and CNAM database to
obtain information on a record by record basis. The difference between
these two methods bears directly on the services that a third-party

provider can offer.

In the first case, the third-party provider actually stores, hosts and
manages the LIDB and CNAM databases, and can process queries
directly. For example, if a third-party provider hosts NCC’s LIDB and
CNAM information, and if Verizon then queries the third-party provider for

NCC information, the third-party provider will return this information
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directly using the data in its own database, and accordingly it is not

required to query NCC on a query-by-query basis.

In the second case, the third-party provider is merely an intermediary that
provides a type of query forwarding service. For example, if NCC has its
own CNAM and LIDB database, and Verizon sends a query to a third-
party provider requesting NCC CNAM and LIDB data, the third party will
need to send a query to NCC, retrieve the results of that query, and then
send those results back to Verizon. In this scenario, the third-party

provider does not host the database or store the information.

NCC and Verizon Current and Proposed LIDB and CNAM Arrangements

Q.

How does Verizon currently obtain NCC CNAM and LIDB information
related to NCC customers?
Verizon states that “Verizon obtains CNAM and LIDB ‘look-ups’ from

NCC'’s data through third-party vendors[.]"*?

It is my understanding that
NCC currently stores its data with a third-party vendor and, therefore, that
Verizon does not currently obtain NCC CNAM and LIDB information either

directly or indirectly from queries to NCC-owned and -controlled CNAM

and LIDB databases.'®

12
13

Answer, 1 24
Response of North County Communications Corporation to Verizon Data Request No.

16, Dated August 7, 2007

10
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Does NCC propose to terminate the current arrangement whereby
NCC houses its LIDB and CNAM data with a third party provider and
whereby Verizon obtains LIDB and CNAM information from the third
party database provider?

NCC clearly would prefer to do so. According to NCC, “North County
finds it is far more cost-effective to populate, store, update, query and
transmit its end user line and CNAM information in its own databases,

using its own resources and facilities.”**

What is your understanding of how NCC proposes that Verizon
obtain LIDB and CNAM information from NCC?

According to NCC, NCC has proposed to enter an agreement whereby
Verizon would access NCC LIDB and CNAM information on the same
terms, conditions, and rates that are contained and provided for in the
February 8, 2007 contract executed between NCC and Verizon, which
allows NCC to directly access Verizon's LIDB and CNAM information.*
Under this contract, when NCC requires Verizon LIDB or CNAM
information, it can query Verizon's database through the SS7 network.®

NCC pays Verizon directly $0.006 per query pursuant to this contract.!’

Has Verizon declined to enter into the agreement proposed by NCC?

14
15
16
17

Complaint, 1 27
Id., 17 11-14
Id., 7114

Id., 17 15-16

11
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Yes. Verizon states “Verizon admits that it declined to enter into the
CNAM/LIDB agreement proposed by NCC”.*®* However, Verizon denies
that NCC’s *“truncated characterization” of the proposed agreement

adequately speaks for the proposed agreement.*®

Does NCC currently obtain Verizon LIDB and CNAM information
pursuant to the February 8, 2007 contract?

Apparently not. NCC affirms that “since February 8, 2007, NCC has
continued to ‘dip,” or query, Verizon’'s CNAM/LIDB information via a third-
party database provider or providers.”®® NCC appears not to have

exercised its rights under the contract in this regard.

Does NCC object to Verizon obtaining NCC CNAM and LIDB
information indirectly through a third-party?

It is my understanding that NCC does not object to Verizon or any other
carrier accessing its CNAM and LIDB data through a third-party. First, as
noted above, NCC currently accesses Verizon information through a third-
party, despite being authorized by contract to do so directly. Second,
NCC states “[o]ther carriers may elect to access NCC’s LIDB/CNAM
information through third parties that dip the information for those carriers.

But those carriers will not demand, as Verizon does, that NCC store

18
19
20

Answer, 1 21
Id., 1 20
Response of North County Communications Corporation to Verizon Data Request No.

46, Dated August 24, 2007

12



243

244

245

246

247

248

249

250

251

252

253

254

255

256

257

258

259

260

261

262

Docket No. 07-0428
ICC Staff Exhibit 1.0

NCC’s data in a Verizon-approved database. If they do, similar actions
against those carriers before the Commission will follow.”* Thus, it is my
understanding that NCC objects to any demand for it to provide bulk
CNAM and LIDB access to third-party vendors of Verizon’s choice, but
that NCC does not object if Verizon were to use a third-party to query

NCC’s own CNAM and LIDB databases.

Has Verizon proposed an alternative to third-party access whereby
Verizon could access NCC LIDB and CNAM information directly?
Yes. Verizon has proposed a direct CNAM/LIDB storage agreement with

NCC.??

How does Verizon’s proposed CNAM/LIDB storage agreement work?
PBEGIN  CONF  XXXXXXXXXXXXXXXXXXXX XXX XX XKXXXXXXXX
1:9,9,.9,0,0.9,0,0.9,9,.9.9,9,0.9,9,9,0.9,9,0.9,9,0.9,.9,0.9.9,0,.0.9,9,0.9,9,9.9,9,0,0,9,0,0.9,9,0,0,¢
1:9,9,.9,0,0.9,0,9.9,9,9.9,9,0.9,9,0.9.9,0,0.9,9,0.9.9,0,9.9,0,0.9,9,0.9,9,0.0.9,0,0.9,0,0.9,0,0,0,¢
1:9,9,.9,0,0.9,0,0.9,9.9.9,9,0.9,9,9,.0.9,0,0.9,9,0.9,.9,0,9.9,0,.0.9,0,0.9,9,9.9,9,0,0,9,0,0.9,0,0,0,¢
):9,9,.9,0,0.9,9,0.9,9,.9.9,9,0.9,9,9,0.9,0,0.9,9,0.9.9,0.9,.9,0,0.9,9,0.9,9,9.9,.9,0,0,9,0,0,9,9,0,0,¢
1:9,9,.9,0,0.9,0,0.9,9,.9.9,9,0.9,9,9,.0.9,9,0.9,9,0.9,.9,9.9.9,0,.0.9,9,0.9,9,9.9,9,0,0,9,0,0.9,0,0,0,¢

:9,9.9,9,9.9,9.9,9,9,9,9.9,9.9.9,.9.9,9.9,9,.9.9,9.9,9,.9.9,9.9,9.9,.9,9.9,0.9.9,9.9,0.9,9,.9.9,0.9,04

21

Response of North County Communications Corporation to Verizon Data Request No.

;121, Dated August 24, 2007

Id. at 8

13
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XXXXXXXXXXXXXXXXXXXE XXXXXXXXXXX XXX XX XXXXXXXXXXX
19,9,.9,9,9.9,9.9,9,9.9,9.9,9,9.9,9.9,9.9.9,9.9,0.9,9,.9.9,9.9,9.9.9,0.9,9.9.9,9.9,0.9,9,9.0,0.9,0,4
XXXXXXXXXXXXXXXXXKKKXXXXXXX XXX XXX XXXXXXXXK. 24 XXXXX
19,9,.9,9,9.9,9.9,9,9.9,9.9,9,9.9,9.9,9.9.9,9.9,9.9,9,9.9,9.9,9.9,9,0.9,9.9.9,9.9,0.9,9,.9.0,0.9,0,4
19,9,.9,9,9.9,9,9,9,9.9,9.9,9,9.9,9.9,9.9.9,9.9,9.9,9,9.9,9.9,9.9.9,:0.9,9.9.9,9.9,0.9,9,.9.0,0.9,0,4

19,9,9,9,9.9,9.9,9,9.9,9.9,9,.9.9,0.9,0,9.9,0.0.¢

19,9,.9,9,9.9,9.9,9,9.9,9.9,9,9.9,9.9,9.9.9,9.9,9.9,9,.9.9,9.9,9,.9.9,9.9,9.9,9,9.9,0.9,9,9,0,0.9,0,4
19,9,.9,9,9.9,9.9,9,9.9,9.9,9,9.9,9.9,9.9,9,9.9,9.9,9,9.9,9.9,9,.9.9,0.9,0.9,9,9.9,0.9,9,.9,0,0.9,0,4

XXXXXXXXXXXXXXXXX. END CONF***

Has Verizon proposed any other arrangements whereby Verizon
could access NCC LIDB and CNAM information contained in NCC
databases either directly or indirectly?

Not to my knowledge.

NCC Customer Impacts

If Verizon is able to, and does, obtain NCC CNAM and LIDB
information from a third-party vendor is there any technical reason

that the service that NCC provides its customers will be impaired?

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. JZ VZ-10,

attached confidential copy of the direct CNAM/LIDB storage agreement that Verizon proposed to
g\‘l‘CC (NCC CNAM Storage 6-2007.doc)

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. NCC-117

14
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| am aware of none.

If Verizon does not obtain NCC CNAM and LIDB information at all, is
there any technical basis to conclude that the service NCC provides
its customers will be impaired in any way?

Yes. There are some instances in which the service that NCC customers
receive will be impaired. If Verizon does not obtain NCC LIDB
information, Verizon will not be able to validate the willingness of individual
NCC customers to accept collect calls. In this case, it seems likely that
Verizon will block collect calls placed by Verizon customers to NCC
customers.? Similarly, NCC customers might not receive certain third-
party billed calls if Verizon does not obtain NCC LIDB information.?® Apart
from these general categories of calls, it is my understanding that the
failure of companies to exchange CNAM and LIDB information will not

result in calls being blocked.

Failure to exchange CNAM and LIDB information might, however, result in
the calls not being completed. For example, with respect to CNAM
information, if Verizon does not obtain NCC CNAM information, CNAM
information will not accompany calls NCC customers make to Verizon
customers. Customers of Verizon’s Caller ID services (those that do not

have Verizon Caller ID Number Only service) will therefore not receive

25
26

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. JZ VZ-4
Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. JZ VZ-5

15
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NCC caller names.?” The failure of this information to appear to Verizon’s
customers could reduce the probability that NCC customers’ calls will be

answered by Verizon customers with Caller ID.

If Verizon does not obtain NCC CNAM and LIDB information at all, is
there any technical basis to conclude that the service that NCC
customers receive will differ from that received by Verizon
customers?

Yes. If Verizon does not obtain NCC LIDB information, Verizon will
probably block collect and third-party billed calls involving NCC customers

but not calls involving similarly situated Verizon customers.

Additionally, if Verizon does not obtain NCC CNAM information, NCC
customers will not have their CNAM information broadcast to Verizon
customers, while similarly situated Verizon customers will have such
information broadcast. As a general matter, this means that Verizon
customers with Caller ID will be somewhat, if not significantly, more likely

to complete calls to other Verizon customers than to NCC customers.

Does the disparity in the relative sizes of the two companies make

NCC more vulnerable to harm from Verizon not obtaining NCC LIDB

27

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. JZ VZ-2

16
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and CNAM information than is the case if NCC does not obtain
Verizon LIDB and CNAM information?

It does. For example, if NCC fails to obtain Verizon LIDB and CNAM
information, Verizon customers will be unable to receive collect calls from
NCC customers, of which there are a relatively small number. Verizon
customers will, however, continue to be able to receive collect calls from
Verizon customers, of which there are a very large number — indeed,
Verizon is by far the dominant carrier in its lllinois service territory.?® In
contrast, if Verizon fails to obtain NCC LIDB and CNAM information, NCC
customers will only be able to receive collect calls from other NCC
customers, but not from the vastly greater population of Verizon
customers. Thus, Verizon’s failure or refusal to obtain NCC LIDB and
CNAM information has a much larger potential to negatively affect NCC’s
business than does the failure or refusal of NCC to obtain Verizon LIDB
and CNAM information to negatively affect Verizon’s business. The
precise impact will, however, depend on the calling characteristics and

behaviors of each of the companies’ respective customers.

Anti-Competitive Behavior

28

FBEGIN  CONF - XXXXXXXXXXXXXXXXXXX XXX XXXHXAXX XXX XXXXXAKXXXXXXXXX

0:9.9.90.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9,9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9.9,9.9.0.9.9.9.9.0.9.9.9.9.9.:9.9.9.9.9,0,0,0.0.¢
XAXAKAKXX XXX XXXXXXXXXXXXXXAKXXXXX. END CONF*** Verizon North Inc. and Verizon South
Inc. Data Responses to Data Request Nos. JZ VZ-6 and JZ VZ-7 and Staff Data Request No. JZ
NC-2, Dated August 8, 2007, Response of North County Communications Corporation

17
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Is it anticompetitive for Verizon to use a third-party vendor to obtain
NCC CNAM or LIDB information?

No. There is nothing inherently anti-competitive with respect to Verizon's
use of third party CNAM and LIDB vendors. If a third party vendor
possesses NCC LIDB and CNAM information and makes that information
available to Verizon on rates, terms, and conditions that are more
favorable than the conditions upon which NCC makes that same
information available directly to Verizon, it is not anti-competitive for
Verizon to choose the most cost-effective option available to it. In fact,
prohibiting Verizon or any other telephone company from using third-party
vendors could decrease, rather than increase the competitiveness of the

telecommunications market.

How could preventing parties from using third-party vendors have an
anti-competitive effect on the telecommunications market?

In the FCC’s Local Competition Order, the FCC determined that
competitive telecommunications providers should have access, on an
unbundled basis, to incumbent LEC call-related databases including
incumbent LEC LIDBs. In particular, the FCC stated:

[W]e conclude that incumbent LECs should provide
access, on an unbundled basis, to the service management
(SMS), which allow the competitors to create, modify, or
update the information in call-related databases. We believe
it is technically feasible for incumbent LECs to provide
access to the SMS in the same manner and method that

they provide for their own access. We find that such access
is necessary for competitors to effectively use call-related

18
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databases, which we have found to be critical to the entry in

the local exchange market.?
Thus, in its initial order implementing the Telecommunications Act of 1996
the FCC determined that competitors should be able to house their call-
related information in incumbent LEC call-related databases. In the FCC’s
UNE Remand Order, the FCC reaffrmed that competitive
telecommunications providers should have access, on an unbundled
basis, to incumbent LEC call-related databases and clarified that call-

related databases include CNAM databases.*°

However, in reevaluating UNE requirements in its Triennial Review Order
(“TRO”), the FCC determined that:
For carriers that deploy their own switches, there is evidence
in the record that, along with signaling, there are a
substantial number of competitive suppliers of call-related
databases that competitive LECs can reliably utilize as an
alternative to the incumbent LEC's services.*
Based on this evidence, the FCC determined that competitors that do not
rely on incumbent LEC unbundled local switching should not be able to

house their call-related information in incumbent LEC call-related

databases.® In its Triennial Review Remand Order (“TRRO”) the FCC

29

0 Local Competition Order, {493

Federal Communications Commission, Third Report and Order and Fourth Further Notice
of Proposed Rulemaking, CC Docket No. 96-98, Released November 5, 1999 (“UNE Remand
Order”), 11 400 — 440

81 Federal Communications Commission, Report and Order on Remand and Further Notice
of Proposed Rulemaking, CC Docket Nos.01-338, 96-98 and 98-147, Released August 21, 2003
g“TRO“), 1551

2 Id.
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ended all requirements that incumbent LECs provide unbundled local
switching pursuant to federal UNE rules.®®* Therefore, incumbent LECs
are no longer required by federal unbundling rules to allow competitors to
house their call-related information in incumbent LEC call-related

databases.

Thus, under current federal law, competitors that cannot self-provision
their own LIDB and CNAM databases must rely on the third party
database provider market because they are no longer permitted to use
incumbent LEC databases to house their LIDB and CNAM data under
existing federal UNE rules. If the Commission were to deny parties the
opportunity to use third party providers and such providers were to exit the
market as a result, competitive carriers could be left with few or no options
for making their LIDB and CNAM data available to their interconnected

peers.

In light of this, should NCC or any other carrier be required to supply
its data in bulk to a third-party vendor?

No. The parties agree that third-party LIDB and CNAM providers charge
fees for the population, storage, updating, querying, and transmitting

activities they perform.** If a telephone provider can self-provide these

33

01-338,
34

Federal Communications Commission, Order on Remand, CC Docket Nos.04-313 and
Released February 4, 2005 (“TRRO”), 15
Complaint, 1 26; Answer, 1 26
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services more cost-effectively, as NCC asserts it can do,* then there is no
reason it should be required to provide bulk access to its LIDB or CNAM

information to any particular third-party provider.

Is Verizon explicitly taking the position that NCC must supply its
LIDB and CNAM information in bulk to third-party providers?

Not to my knowledge. **BEGIN CONF XXXXXXXXXXXXXXXXXXXXX
1,:9.9,9,0.9,9,9.9,9.0.9.9,0,0.9,9,9.9,9,0.9,.9,0,0.9,.9,9.9.9,0.9.9,.0,0.9,9,0.9.9,0.9,9,.0,0.9,9,0.0,¢
1,:9,:9,9,0.9,9,9.9,9.9.9.9,0,0.9,9,9.9.9,0.9,.9,0,0.9,9,9.9,.9,0.9.9,.0,.0.9,9,0.9,9,0.9,9,.0,0.9,0,0.0,¢
1,:9,:9,9,0.9,9,9.9,9.9.9.9,0,0.9,9,9.9.9,0.9.9,0,0.9.9,0.9.9,0.9.9,.0,0.9,0,0.9,9,0.9,.9,.0,0.9,0,0.0,¢
XXXXXXXXHXXXXXKXXXKXXXKXXXKXXX XXX XX .38 XXXXXXXXXX
1:9.9,9,0.9,9,9.9,9.0.9.9,0,0.9,9,9.9.9,0.9.9,0,0.9,9,0.9.9,0.9.9,.0,.0.9,0,0.9,9,0.9,9.0,0.9,0,0.0.¢
1:9,:9,9,0.9,9,9.9,9.0.9.9,0,0.9,9,9.9.9,0.9.9,0,0.9.9,0.9.9,0.9.9,.0,0.9,0,0.9,9,0.9,9.0,0.9,0,0.0,¢

XXXXXXXXXXXXXXXXX. END CONF***

In your opinion, would it be anti-competitive for Verizon to refuse to
obtain NCC LIDB and CNAM information from some source, provided
it can do so on reasonable rates, terms, and conditions?

Yes. The ability of telephone companies to provide competitive service
requires that they be able to interconnect and exchange calling and
calling-related information with other carriers on a non-discriminatory

basis. As explained above, based on Verizon’s size relative to NCC, the

35
36

Complaint, 1 27
Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. JZ VZ-8
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effect of a Verizon refusal to exchange LIDB and CNAM information with

NCC would constitute behavior that is, in my opinion, anti-competitive.

Has Verizon refused to obtain NCC LIDB and CNAM information?

Not to my knowledge.

Has Verizon taken any actions that have the effect of requiring NCC
to supply its LIDB and CNAM information in bulk to third-party
providers?

Not to my knowledge.

In your opinion, is there evidence that Verizon’s conduct has, to
date, been anticompetitive?

No, | have yet to see any such evidence.

Is Verizon considering any actions that have the effect of requiring
NCC to supply its LIDB and CNAM information in bulk to third-party
providers?

It appears to be preparing to take such an action. Specifically, Verizon
has indicated that it is preparing to sign a contract with a third-party
database provider that commits Verizon to “send all external CNAM/LIDB

traffic to that third-party provider as Verizon’s sole CNAM/LIDB provider.”’

37

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. NCC-96
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Would this contract prevent Verizon from directly querying an NCC
LIDB or CNAM database?
Although | am not a lawyer, and although | have not seen or reviewed the
contract in question, or its relevant terms, it appears to me that the
contract might well do so. With respect to the contract, Verizon states:
Verizon’s quantity discounts are based on the third party
provider being Verizon’s sole transport access provider. To
receive the negotiated discounts, all existing access
contracts are to be terminated and Verizon is to use the
access rates provided by the third party aggregator through
the aggregator’s contracts with database owners. If Verizon
were to enter into a direct contract with NCC, the terms of
the third party agreement would be violated, and the rates
would have to be renegotiated.>®
Do you believe that Verizon’s pending actions have the potential to
be anti-competitive?
Such potential exists. By contractually obliging itself to rely solely on a
third party, Verizon might be taking action, through incurring binding
contractual obligations, that would effectively prevent it from obtaining
NCC LIDB and CNAM information directly from NCC databases. This
would compel NCC to contract with Verizon’s selected third-party provider
or to run the heightened risk that Verizon will refuse to obtain NCC

customer LIDB and CNAM information and negatively impact the service

provided by NCC.

38

Verizon North Inc. and Verizon South Inc. Data Response to Data Request No. NCC-110
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Placing NCC in such a position need not, however, produce an anti-
competitive outcome. For example, the third-party provider could obtain
LIDB and CNAM information from NCC on rates, terms, and conditions
that are as reasonable as those Verizon might offer, or even be required
to offer. That is, Verizon could simply be contracting with the third-party in
order to take advantage of efficiency enhancing aggregation opportunities
and there is no reason that Verizon could not use such a third-party in
such a way that NCC would obtain rates, terms, and conditions as
favorable as if Verizon were directly dealing with NCC in a reasonable and

non-discriminatory manner.

The third-party LIDB and CNAM provider would, however, be in a position
where it has substantial leverage over NCC — leverage created by NCC'’s
limited choices of paying whatever the third-party provider elects to charge
for Verizon’'s CNAM / LIDB, or suffering service impairment. If this third-
party provider uses that position to impose on NCC unreasonable and/or
discriminatory rates, terms, and conditions, then that would be a direct
outcome of Verizon's choice to deal with NCC only through a specific
third-party intermediary and would, in my opinion, be equivalent to Verizon
imposing unreasonable and/or discriminatory conditions on NCC directly.
It is certainly not impossible that the third-party provider might take
advantage of its position; therefore the risk of an anti-competitive outcome

for NCC is positive and not insignificant.
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| note, however, that the factual basis for this analysis is primarily my
review of responses to data requests. | have not reviewed, nor even seen,
the contract that Verizon and the third-party CNAM / LIDB provider intend
to execute, nor do | know the identity of the third-party provider.
Accordingly, while | am able to draw general conclusions regarding what
might result from the execution and implementation of the contract, |

cannot state with precision what will result.

Recommendation

Q.

Do you recommend that the Commission find that Verizon has,
based upon the evidence adduced to date in this proceeding,
engaged in a pattern of bad faith, unfair business practices, and
anticompetitive behavior with respect to North County?

No, | do not.

Do you recommend that the Commission find, based upon the
evidence adduced to date in this proceeding, that Verizon actions
violate Section 13-514 of the Illinois Public Utilities Act or impede the
development of competition in the telecommunications market in
lllinois?

No, | do not.
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Although you do not you recommend that the Commission find that
Verizon has, based upon the evidence adduced to date in this
proceeding, engaged in bad faith conduct, unfair business practices,
or anticompetitive behavior with respect to North County or that
Verizon’s actions violate Section 13-514 of the lllinois Public Utilities
Act or impede the development of competition in the
telecommunications market in lllinois, do you have any concerns
about Verizon’s pending actions?

Yes. Verizon is considering actions that will cause Verizon to incur
contractual obligations that might effectively prohibit it from obtaining LIDB
and CNAM information directly from NCC LIDB or CNAM databases.
There is nothing, however, that guarantees that Verizon’s third-party
provider will agree to acquire NCC LIDB or CNAM data on rates, terms,
and conditions that are reasonable. In fact, the third party might well have
an incentive to demand rates, terms, and conditions that are unreasonable
and discriminatory relative to those offered to Verizon for access to its

LIDB and CNAM information.

Specifically, the third-party provider that Verizon has selected might
reasonably assume that NCC will face a choice between accepting
whatever terms the third-party provider offers, or suffering service

impairment if the third-party does not obtain NCC’s information, thereby
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assuring that Verizon will have no access to it. With such leverage, the
third party might demand that NCC provide all of its LIDB and CNAM data
in bulk and/or refuse to compensate NCC for querying NCC databases.
Such demands could very well compare unfavorably with the rates, terms,
and conditions upon which Verizon makes its LIDB and CNAM data

available and would likely impede NCC'’s ability to compete in lllinois.

In my opinion, NCC has no obligation to accept rates, terms, and
conditions for accessing its LIDB or CNAM data that compare unfavorably
with the rates, terms, and conditions upon which Verizon makes its LIDB
and CNAM data available and that would impede NCC'’s ability to compete
in Illinois. Furthermore, it is my opinion that if: (1) NCC elects not to
provide its LIDB and CNAM data in bulk to the third-party provider and (2)
the third-party provider refuses to query NCC databases under reasonable
and non-discriminatory rates, terms, and conditions, then Verizon must be
prepared to find an alternative way to obtain NCC LIDB and CNAM data
that does result in reasonable and nondiscriminatory terms even if doing
So requires Verizon to incur any financial penalty that it has established for
doing so. Verizon should not be able to use a “poison pill” arrangement to
impose on NCC, either directly or indirectly, anti-competitive rates, terms,

and conditions for the provision of LIDB and CNAM information.
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Despite my concerns with Verizon’s pending actions, | cannot state with
precision what actions Verizon or any involved third-party provider will
take or what will result. Thus, while Verizon’s pending actions are of
concern, Verizon has not, based upon the evidence adduced to date in
this proceeding, engaged in bad faith conduct, unfair business practices,
or anticompetitive behavior with respect to North County and has not yet
taken any action that violates Section 13-514 of the lllinois Public Utilities
Act or impedes the development of competition in the telecommunications

market in lllinois.

Does this conclude your direct testimony?

Yes.
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