
Qwest
607 14th Street NW, Suite 950
Washington, DC 20005
Phone 202.429.3120
Fax 202.293.0561

Melissa E. Newman
Vice President-Federal Regulatory

EX PARTE

Filed electronically via ECFS

June 14, 2006

Marlene H. Dortch
Secretary
Federal Communications Commission
445 12th Street S.W., Room TW B-204
Washington, DC 20554

RE: In the Matter of Regulation of Prepaid Calling Card Services,
WC Docket No. 05-68

In the Matter of AT&T Corp. Petition for Declaratory Ruling
Regarding Enhanced Prepaid Card Services, WC Docket No. 03-
133

Dear Ms. Dortch:

Attached is an ex parte presentation Qwest filed today in the above-captioned proceedings.

This ex parte is being filed with the Commission via ECFS pursuant to Rules 1.49(f) and
1.1206(b), 47 C.F.R. §§ 1.49(f), 1.1206(b). Qwest requests that it be made part of the record of
the above-referenced two proceedings.

Please contact me if you have any questions.

Sincerely,

/s/ Melissa E. Newman
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T. Navin
J. Rosenworcel
D. Shaffer
D. Stockdale
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Robert B. McKenna
Associate General Counsel

EX PARTE

June 14, 2006

Ms. Marlene H. Dortch
Secretary
Federal Communications Commission
445 12th Street, S.W.
Washington, DC 20554

Dear Ms. Dortch:

RE: In the Matter of Regulation of Prepaid Calling Card Services,
WC Docket No. 05-68

In the Matter of AT&T Corp. Petition for Declaratory Ruling
Regarding Enhanced Prepaid Card Services, WC Docket No. 03-
133

By order dated today, the United States District Court for the District of Colorado has granted
unconditionally Qwest’s motion to submit to the Commission documents and deposition
testimony designated by AT&T as “confidential” in Qwest’s suit against AT&T for access
charges improperly withheld through its “prepaid calling card” service. This testimony and the
documents, attached as Exhibits B through F, demonstrate that AT&T implemented these cards
for regulatory “strategic” purposes as opposed to legitimate business purposes, and that contrary
to its assertions to the Commission in this docket, AT&T knew from the inception that there was
a substantial risk that its “most aggressive interpretation” of the Commission’s prior decisions
would be rejected. AT&T’s efforts to prevent the Commission from obtaining access to these
materials, particularly when considered against the court’s finding that “AT&T has offered no
evidence demonstrating that the disputed materials are trade secrets entitled to protection,”1

confirm that AT&T’s position before the Commission that it relied in good faith on an alleged
misinterpretation of the Commission’s rules is not reflected by the facts.

1 Ex. A, Order, Qwest Corp. v. AT&T Corp., Civil Action No. 05-cv-00375-REB-BNB (D. Colo.
June 14, 2006), at 4.
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AT&T claims in this proceeding that it would be “manifestly unjust” in light of “equitable”
considerations to require AT&T to pay the same tariffed access charges paid by other users of
Qwest’s local exchange network to terminate interexchange calls when those calls involve so-
called “menu-driven” cards, and that it thus should be allowed to retain the discriminatory
discount it expropriated for itself.2 AT&T’s claim is that it reasonably and in good faith believed
that cards described as “menu-driven” provided an information service to the public, and that, as
such, AT&T was liable to pay either interstate access or no access charges when local exchange
switching facilities were used to originate or terminate such calls.3

Setting aside the legal infirmities in AT&T’s position, which are addressed in Qwest’s prior ex
parte submissions to the Commission, the facts do not support the claim of reasonable reliance
put forth by AT&T. AT&T’s present position is that, prior to its merger with SBC, it reasonably
understood that access charges, or at least intrastate access charges, did not apply to ordinary
long distance calls placed by users of prepaid calling cards, if those cards also offered so-called
“enhanced” features. AT&T’s assertions that it did not foresee any material possibility that
access charges applied to these calls is contradicted by internal documents and witness testimony
obtained by Qwest through discovery in a federal court action seeking payment of past due
access charges -- in an amount exceeding $27 million according to AT&T’s own internal
calculations.

More specifically, it is clear that AT&T’s position was developed in mid-2002 and was driven
entirely by a desire to withhold payment of lawful access charges based on purported regulatory
ambiguity and uncertainty, and not by any desire to better meet the needs of consumers.
Moreover, AT&T knew that its position was very aggressive and there was at least a
considerable risk that the alleged enhancements to its prepaid calls would not affect AT&T's
obligation to pay access charges

Before 2002, AT&T paid interstate and intrastate access charges depending on the end points of
the call, i.e., the geographic locations of the calling and called parties. As late as March of 2002,
AT&T access management employees recognized in an internal document that “[t]he jurisdiction
of long distance traffic utilizing exchange access services is determined by the relationship of the
originating and terminating points of the call.” (Ex. B, 5/4/06 Burgess Dep. at page 108, lines 7
to 16.) Moreover, AT&T recognized that “[u]nder exchange access rules, neither the use of a
platform to enable processing of the call [nor] the physical routing of the call should affect the
jurisdiction of the call.” (Ex. B, 5/4/06 Burgess Dep. at page 108, line 14 to page 109, line 1).
However, AT&T knew that the “LEC cannot determine the jurisdiction of 800 calls.” (Ex. B,
5/4/06 Burgess Dep. at page 109, line 24 to page 111, line 4.)

2 Letter from Jack Zinman to Marlene H. Dortch, April 27, 2006, WC Docket No. 05-68.
3 AT&T’s May 26, 2006 ex parte presentation in this docket continues to be ambiguous as to
what AT&T’s actual position is -- whether it seeks total exemption from access charges or only
interstate classification of all menu-driven prepaid card traffic.
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Shortly thereafter, AT&T changed its position as to the regulatory treatment of prepaid calling
card calls. Over a matter of weeks in mid-2002, AT&T added simple messaging and other
functions to any calling card services that did not previously implement them, though they had
long been available, so it could withhold payment of proper access charges and claim, if
challenged, that its calling card services were “enhanced.” (Ex. B, 5/4/06 Burgess Dep. at page
69, line 24 to page 70, line 20.)

According to AT&T employee Robert Carvelli, AT&T attempted to “move all of [its] cards to be
considered enhanced” in mid-2002, simply by “ensur[ing] that certain programs had specific
announcements in place.” (Ex. C, Carvelli Dep. at page 26, line 17 to page 28, line 7.)
However, all of AT&T’s prepaid calling card services already included various announcements,
advertising, and other functions, and there was no difference between these earlier functions and
those provided in mid-2002 to make the services “enhanced.” (Ex. C, Carvelli Dep. at page 30,
line 8 to page 35, line 22.) The functions implemented in mid-2002 were precisely the same
kind of messaging and other functions previously provided through AT&T calling cards:

Q. In early 2002, in part of this effort to move all of AT&T's prepaid
calling card services to enhanced, what specifically were you asked to do?

A. Once again to ensure that the Sam’s/Wal-Mart accounts had specific
announcements in place.

Q. What kind of announcements were you asked to ensure were in place?

A. Whatever was requested from Sam’s/Wal-Mart.

Q. How was that different from your previous task of ensuring that, what
Sam’s/Wal-Mart requested was in place --

A. No difference, so similar responsibility.

(Ex. C, Carvelli Dep. at page 36, lines 9 to 23).

Q. . . . In the early 2002 time frame, did you consult with your liaison at
[AT&T] labs with respect to any new messaging or functionality that you
needed to provide to Wal-Mart?

A. I don’t recall specifically but probably not -- messaging was normal
course of business and it was normal processes that we followed.

Q. So the messaging that you were implementing in the, say, early to mid
2002 time frame was simply the same type of messaging that you’ve been
provisioning before?

A. Yes.

Q. Nothing outstanding that needed intervention by labs?

A. No.
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Q. Nothing tricky in terms of features?

A. No.

Q. Any development on the platform needed to be done?

A. No.

Q. Did any network changes need to be made? Again, sticking in this
same time frame, I’m talking early to mid 2002 as part of this effort to move
the prepaid cards to enhanced.

A. I'm not aware of any. It wasn’t part of my responsibility.

Q. Okay. You did not consult with any AT&T network personnel as part
of this effort?

A. No.

(Ex. C, Carvelli Dep. at page 42, line 5 to page 43, line 9). Although AT&T contends that its
calling card services are “highly interactive, menu-driven prepaid card services that [it]
reasonably treated . . . as enhanced, interstate services,”4 this testimony makes clear that, at least
as to this version of AT&T’s service, AT&T did not make significant changes to the service to
make it “enhanced.” (See also Ex. B, 5/4/06 Burgess Dep. at page 72, line 14 to page 75, line
21.) It remains to be seen whether AT&T’s subsequent “enhancements” provide any incidental
benefits to consumers. But it is clear that AT&T’s intent is to take advantage of a manufactured
regulatory ambiguity to avoid access charges, not to provide additional value to the public.

To ensure that calling card calls were billed as interstate for terminating access purposes, AT&T
took advantage of the LECs’ inability to determine jurisdiction of 800 calls by programming its
switches to provide downstream carriers with a calling party number associated with the location
of the calling card platform. This disguised intrastate calls as interstate, or even as local calls.
(Ex. D at ATTQ440017660.) AT&T later used forced routing to ensure that calls were directed
to a platform located in a state other than the calling party’s state, so originating access could be
made “interstate” as well, regardless of whether the actual calling and called parties were located
in the same state. (Ex. B, 5/4/06 Burgess Dep. at page 90, line 3 to page 793, line 7.) It is
therefore clear that AT&T made no significant changes to its services in 2002, and merely
changed the amount it would pay LECs for their services in completing AT&T calling card calls.

AT&T’s assertion that “the Commission’s previous, consistent rules, orders and statements
strongly suggested [to AT&T and others] that interactive menu-driven prepaid cards services
should be treated as enhanced, and that calls made using such cards were jurisdictionally
interstate”5 is equally belied by the evidence. To the contrary, documents produced in the federal

4 Letter from David L. Larson to Marlene H. Dortch, May 26, 2006, WC Docket No. 05-68, at 2.
5 Id. at 5.
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court litigation also make clear that AT&T knew at all times that its program was highly risky,
and that it quantified that risk on a regular basis.

In December of 2002, AT&T anticipated a challenge to its new theory, and that, “[i]f challenged,
AT&T will pursue a declaratory ruling at the FCC to attempt to avoid state by state arbitration
and [public utilities commission] proceedings.” (Ex. D at ATTQ440017661.) AT&T even
“[e]stimated [its] operational/legal costs for audits and litigation [as] $4M to $5M.” (Id.). Also
in December of 2002, AT&T was specifically advised of the “jeopardy” inherent in this new
interpretation “due to terminating an interstate [calling party number] over a local facility.”
(Ex. D at ATTQ440017657.) A later document created in October of 2004 confirms that AT&T
knew “[s]ignificant regulatory risk exi[sts] for enhance Pre-paid cards. . . .” (Ex. D at
ATTQ510000118.)

In June of 2005, AT&T noted that its “strategic costing and pricing policy positions” were the
driving force behind its decision to take a “most aggressive interpretation of statutes, rules and
regulations that impact intercarrier compensation” expenses. (Ex. D at ATTQ810006288.) This
“aggressive interpretation” even caused AT&T to explore the possibility of accruing unpaid
access charges as a contingent liability to account for the likelihood that the Commission would
conclude, as it has, that AT&T’s aggressive interpretation was not consistent with the
Commission’s “previous, consistent rules, orders and statements,” as AT&T now contends.6

(Ex. B, Burgess Dep. at page 130, line 5 to page 133, line 14). According to Mr. Burgess,
District Manager for AT&T’s Access Management Organization, he sought advice as to whether
an accrual should be established for an access cost savings initiative only one other time in his
career. (Id.).7

AT&T’s assertion that “every responsible service provider recognizes the risk that even its most
reasonable positions on complex and unsettled regulatory issues may not prevail,”8 grossly
understates the risk appreciated by AT&T at the time its decisions were made. AT&T was fully
aware that its access avoidance might become known, that litigation was virtually inevitable, and
that it was taking the “most aggressive interpretation” possible. A risky bet does not become a
winning bet simply by virtue of its being made. AT&T should not be allowed to retain the
discriminatory discount on tariffed services that it improperly appropriated for itself.

6 Letter from David L. Larson to Marlene H. Dortch, May 26, 2006, WC Docket No. 05-68, at 3.
7 There are additional documents ordered to be disclosed by the court’s order (contained in
Exhibit D) and testimony (contained in Exhibits E and F) that also support Qwest’s position here
but are not specifically referenced in the body of this ex parte.
8 Letter from David L. Larson to Marlene H. Dortch, May 26, 2006, WC Docket No. 05-68, at 3.
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Please affiliate this filing with the appropriate dockets.

Very truly yours,

/s/ Robert B. McKenna

Enclosures
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ORDER BY US MAGISTRATE JUDGE BOYD N. BOLAND
DATED .ruNE 14,2006 IN

QWEST CORPORATION v: AT&T CORPORATION, et ai.,
Civil Action 05-CV-00375-REB-BNB

(D. Colo.)
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IN THE UNITED STATES D1STRlCT COURT
FOR THE DISTRICT OF COLORADO

Magistrate Judge Boyd N. Boland

Civil Action No, 05-cv-00375-REB-BNB

QWEST CORPORATION,

Plaintiff,

v.

AT&T CORP
AT&T COMMUNICATIONS, INC"
AT&T COMMUNICATIONS OF THE PACIFIC NORTHWEST, INC,
AT&T COMMUNICATIONS OF THE MIDWEST, INC,
AT&T COlvlMUNICATIONS OF THE MOUNTAJN STATES, INC" and
AT&T COMMUNICATIONS OF THE SOUTHWEST, INC.,

Defendants,

ORDER

This matter is hefore me on the plaintiffs Unopposed Motion Seeking Immediate

Order Allowing AT&T Discovery Materials Designated as Confidential To Be Snbmitted

To the Federal Communications Commission [Doc. #53, filed 5/23/06] (the "Motion"). I held

a hearing on the Motion on May ,3 I, 2006, and took the matter under advisement The Motion is

GRANTED.

The dispute here is whether certain documents produced by AT&T pursuant to a blanket

protective order and marked as confidential and certain deposition testimony also marked as

confidential are entitled to continuing protection under that protective order. The following

materials are at issue:
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(I) Documents numbered ATTQ440018441-46; ATTQ440017653-65;

ATTQ510000117-19; ATTQ81 0006232; ATTQ81 0006288;

(2)

66-68;

(3)

21-22;

(4)

Deposition testimony of Robert Carvelli taken May 5, 2006, at pp. 24-37, 42-44,

Deposition testimony of Ardell Burgess taken November 30, 2005, at pp.16-19,

Deposition testimony ofArdell Burgess taken May 4, 2006, at pp 1.3-18, 69-75,

77, 79, 82-83, 90-93, 95-98, 108-114, 117, 121-122, 1.30-1.33, 146-148, 154-157; and

(5) Deposition testimony of Cathleen Wild taken September 21,2004, at pp. 37-38,

48-49, 59-60:

The Stipulated Protective Order in place in this case provides in relevant part:

Any party may designate any document, material, or infomlation
produced by it to any other party as "Confidential Material" There
shall be two designations of"Confidential Material": (a)
Confidential; and (b) Highly Confidential. Confidential Mater ial
shall include documents, information, and material tbat constitutes
or reveals a trade secret or other confidential research, development
01 commercial information that is subject to protection under Fed
R Civ. P. 26(c). Producing Parties shall not designate as
"Confidential" any material that constitutes information that is
publicly available at the time of disclosure. "Highly Confidential"
material shall include only particularly sensitive material that
constitutes or reveals trade secrets (including, but not limited to,
technical information regarding a party's telecommunications and
data networks and infonnation regarding products or services),
fmancial information or plans, or business plans.

* * *
A party may object to the designation of particular Confidential
Material as Confidential or Highly Confidential by giving written
notice to the party designating the disputed infonnation. The
written notice shall identifY the information to which the objection
is made (and, in the case of information designated as Highly

2
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Confidential, the notice shall specify whether the patty 0 bjects to
the material being treated as Confidential), Within ten business
days, the parties shall negotiate in good faith to resolve the
ol<jections specified in the notice, If the parties cannot resolve the
objection within such ten-day period, the party designating the
information as Confidential or Highly Confidential may, within five
business days thereafter, file an appropriate motion requesting that
the Court determine whether the disputed information should be so
designated under the terms ofthis Stipulated Protective Order, and
until the Court rules on sueh motion, the disputed infonnation shall
retain its designation under the terms ofthis Stipulated Protective
Order.. If the designating party fails to file such a motion within the
prescribcd time, the disputed information shall lose the objected-to
designation under this Stipulated Protective Order. In connection
with a motion filed under this provision, the party designating the
information as Confidential or Highly Confidential shall bear the
burden of establishing that good cause exists for the disputed
information to be so treated.

Stipulated Protective Order [Doc. # 47, filed 2/6106] at "12,17.

The issue of the propriety of AT&T's designation of the disputed materials as confidential

did not arise as envisioned in the Stipulated Protective Order, however, because Qwest asserted

the issue was an emergency, arguing:

Last Thursday, May 18, 2006, Qwestlearned that the FCC may as
soon as this week issue a rule that would purport to insulate AT&T
from liability for the payment ofthe access charges that are at issue
in this case, which discovery has shown are in the tens of millions of
dollars. AT&T has argued to the FCC that the agency has the
authority to "forgive" it from making payments otherwise required
by statute and lawfultaritTs, based on "equitable" considerations.
The equitable considerations to which AT&T refers are AT&T's
alleged confusion as to whether the services that it utilized to
originate and terminate long distance calls ar'e subject to ILEC
access tariffs, and whether they were subject to interstate or
intrastate access charges.

Setting aside the fact that neither the FCC nor a court has the
authority to waive or exempt a user of tariffed telecommunications
services from its obligation to pay filed rates, based on equitable

.3
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considerations or otherwise, AT&T has presented misleading
information to the FCC AT&T's position to the FCC is
contradicted by sworn testimony and documents produced in this
and a related case ... , which addresses a different scheme whereby
AT&T sought to avoid access charges ....

Motion, ~~6-7 (internal note omitted). Consequently, in view of the perceived emergency, Qwcst

initiated the issue by filing the Motion prior to engaging il1 the ten day period for negotiation

contemplated by tbe StipUlated Protective Order Nonetheless, the parties have had more than

three weeks, since at least May 23, 2006, when the Motion was filed, within which to resolve

their dispute. In addition, following the hearing on the Motion on May 3 l, 2006, I urged the

parties to make thrther eflorts to resolve the issue. No resolution has been reported. In view of

the abundance of time available to the parties to attempt to resolve the matter prior to my lUling, I

am not concerned about the unusual procedural posture ofMotion

AT&T has offered no evidence demonstrating that the disputed materials are trade secrets

entitled to protection pursuant to Fed. R Civ. P, 26(c)(7) or otherwise. I am provided only with

the arguments of counsel, and those arguments do not address any of the disputed information

specifically, At most, the arguments are sweeping and conclusory.'

Nonetheless, I have reviewed all of the disputed materials, and I am unable to identif'yany

materials constituting trade secrets worthy ofprotection

The test applicable to the protection of trade secrets is set out in Centurion v, Warren

'Specifically, AT&T's argument that the materials qualif'y as confidential infomlation
really is limited to two sentences, as tallows: "These documents contain, for example, proprietary
information about (I) AT&T's revenues and expenses, drawn from AT&T's internal fmancial
records; (2) AT&T's intemal call processing architectures; and (3) AT&T's commercial (and
confidential) agreements with other entities. This is precisely the type ofmaterial that is meant to
be protected from public disclosure." AT&T's Response to Qwest's Emergency Motton [etc}
[Doc # 60, tiled 5/30/06] at pp.13-14.

4



Case 1:05-cv-00375-REB-BNB Document 75 Filed 06/14/2006 Page 5 of 5

Steurer and Associates, 665 F2d 323, 325-26 (10th Cir 1981):

There is no abso lute privilege for trade secrets and similar
confidential information. To resist discovery under Rule 26(c)(7), a
person must first establish that the information sought is a trade
secret and then demonstrate that its disclosure might be htumful. If
these requirements are met, the burden shills to the party seeking
discovery to establish that the disclosure of trade secrets is relevant
and necessary to the action, The district court must balance the
need for the trade secrets agaulst the clainl of injury resulting from
disclosure,

(Internal quotations and citations omitted,) Here, AT&T has failed to establish either that the

disputed information contains trade secrets or that the disclosure of that information would cause

AT&T any substantial hailll.

IT IS ORDERED that the Motion is GRANTED Qwest may disclose the disputed

information in filings with the Federal Communications Commission.

Dated June 14, 2006,

BY THE COURT:

sl Boyd N. Boland
United States Magistrate Judge

5
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disparity between the revenues you would

expect and the price you pay for access,

whether it's geographic access or a type of

carrier or whatever?

A In the disparity arena, we also are

involved with looking at -- or I'm also

involved in looking at fraudulent activity,

and that falls within the disparity area of

responsibilities that you look at.

So, as it relates to what I prefer

or I don't prefer, obviously my objective in

my side of the business is to seek unit cost

reductions in the access arena, and then

within the disparity space it's to identify

where, in fact, we may be incurring more cost

than anticipated for services that we're

supplying to our customers.

Q What would you consider to be

fraudulent activity?

A We have had cases where third-party

companies have purchased local services from

us, and utilized those services to complete

what would be essentially non local traffic

over that facility.

Q What else would you consider

390a7d77-2bd4-4BB3-b939-BeBd4c4b6194
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1 to be fraudulent activity, what other types

2 of behavior?

3

4

5

6

7

8

9

10
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12

13

14

15
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17

18

19

20

21

22

23

24

25

A Probably the biggest one that r can

remember as a matter of public record is the

Mcr issue. r believe it was about two years

ago, where they were actually routing

domestic intrastate traffic through Canada

and utilizing our retermination facilities

between Canada and AT&T to complete that

traffic.

So, we were incurring obviously

intrastate switched access for that traffic

when, in fact, we had no ability to recover

for those services that were being utilized.

Q What was it, in your case,

that made that routing fraudulent?

A Probably -- very simply stated,

using an international vehicle between Canada

and the United States for what one

traditionally would call a domestic call.

Q Are there any other examples

of the kind of behavior that you would

consider fraudulent that you encountered in

your time at AT&T?

A One other area that we worked on

390a7d77·2bd4-4663·b939·6e6d4c4b6194
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was the utilization of 800 service, that was

translated to a local POTS telephone number,

P-O-T-S, all caps, and there was no vehicle

to enable us to recover the cost associated

with that service.

So, a third party would essentially

establish an 800 number, associate that with

a local POTS telephone number, sell the 800

service to whoever would like to buy it, and

the access provider or supplier that -- who

called that 800 number would traditionally

route it to whatever the translation was,

which is the POTS telephone number.

That would be a number associated

with our network that somebody had bought as

local service, and then the access provider

traditionally would look at the 800 service

as access chargeable, not local, on an

exception billing basis, bill us access,

which is within their right because of the

nature of that traffic.

However, we were not able to

recover because the 800 service was not

service they were buying from us. It was

virtual 800 they created by reserving a
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tone.

A Correct.

number and associated it with a local dial

Q They had not sought or

received AT&T's permission to route traffic

over AT&T's network?

They bought a localRight.A

telephone number, local dial tone, and then

associated with an access chargeable type

service that we would incur the expense for,

but didn't have the vehicle to recover for

that type of service that they were buying.

Q Was the POTS number then -- it

was properly associated with AT&T?

A It was a local dial tone number.

Q You sold local service to this

customer of the -- the 800 customer?

Q Then you had

A We didn't know it was an 800 -- we

had no idea they were affiliating that local

dial tone and linking it to an 800 inbound

service that they sold on a markup basis,

because to buy the 800 service from any 800

provider in the industry, obviously, is a

different pricing structure, and more

1
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Read back theMR. PERFREMENT:

Q What did you do, what did AT&T

do when it discovered that these 800 service

providers were engaged in this activity?

A As a result of us being billed for

the service by the originating access

provider, we in turn approached the customer

that was buying the local service from us,

and basically said they were obviously buying

inappropriate service from us for an access

chargeable service.

question and answer, please.

(Whereupon the record was read back

by the reporter.)

Q What did you mean by they were

buying an inappropriate service from AT&T for

an access chargeable service?

A The 800 services and access

chargeable service, it's an access chargeable

service, the POTS service is traditionally a

Page 17

expensive because it's associated with access

recovery than simply buying local dial tone.

So, they created a virtual 800

service by associating it with a local

service.
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flat-rated type of serVlce, so they were

using a traditional, local type service

offering to facilitate a -- an access type

service.

Q Key principals that have been

there for the last four or five years, how

about them?

A I know of --

Q Are there any other situations

In which you, in your responsibilities at

AT&T, have revie",ed types of activi ty that

you would consider to be fraudulent, other

than the three we talked about here?

A The answer would be yes, but I

cannot recollect specific examples. We have

a Global Fraud Access Management team that

specifically looks at this type of network

activity that needs to be addressed.

Q Do you know how many people

are in the Global Fraud Access Management

team at AT&T?

A Key principals, approximately

eight.
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MR. SCHIFFJVlAN:

just at AT&T?

In that group or
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platform?

A Same position.

maintained the position.

will pass it.

Q What CPN was passed?

A Which architecture or which call

transaction?

Q In the Alamo?

A That would be the CPN of the party

that originated the call in the network.

Q How about this other

arrangement that was similar to the Alamo,

only it was more of an aggregator box IP

gateway, what CPN was passed in those calls?

A That would be the CPN of the

prepaid card platform.

Q And where would the prepaid

card platform typically be located?

A There was not well, it could be

one of the -- at one point, we had nine of

them. I think we're down to about six now,

so it could be anyone of those six or seven

platforms.

Q Why would the CPN in this

architecture of the original calling party be
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which is the

In answering thisMR. SCHIFFMAN:

How did it happen?

question don't disclose conversations

with AT&T attorneys.

service provider location

process.

platform where the messaging took place

between caller and platform -- we believe

that in our position was that the platform

was in fact the end point and originating

point of a call because of the enhanced

service nature, and the messaging that was

taking place.

Q When did that position first

become developed?

A In terms of concept?

Q Correct.

A To the best of my recollection, it

would be probably first quarter of '02.

Q Were you involved in the

original conception of this concept?

A Yes.

Q And describe for me the
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transmitted?

A Well, we believed our position was

the service was enhanced, that the enhanced
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THE WITNESS: Okay.

A In the normal course of doing

business, the product team would meet on a

monthly basis, and continually, I guess,

consider different opportunities to improve

our access cost structure.

Q Go ahead.

A And one of the concepts that was

discussed was basically that if there was any

exchange of messaging that was unrelated to

call completion between a caller and the

network, that in fact that service could be

deemed enhanced, and would meet the enhanced

definition of a service.

And as a result of that, a prepaid

card call could be transacted into two

jurisdictionally significant events.

Q What would those two

jurisdictionally significant events be?

A A call to the enhanced services

platform, and then if a call -- if a call is

launched, then a second call from the

enhanced services platform out to the called

party.
25 Q And what was it that, in your
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1 view at the time, caused this to be an

2 enhanced service allowing for this two call

3 jurisdictional treatment?

4 A After reviewing the definition of

5 what an enhanced service was, one of the

6 parameters or conditions associated with

7 being an enhanced services was the notion

8 that if there was any messaging or exchange

9 of information that took place between the

10 caller and the called party, in this case,

11 the platform, that that service could meet

12 the cri ter ia of being considered an enhanced

13 service.

14

15

16

17

Q Were there any changes made to

the capabilities of the prepaid calling card

platform to accommodate this jurisdictional

decision?

18 A Yes.

19

20

21

22

23

24

Q What changes were made?

A The first change was to ensure that

we had messaging interaction between the

caller and the platform on every call that

was launched using an AT&T enhanced prepaid

card.

25 Q Previously, in previous
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iterations of that calling card service

offered by AT&T, was there the capability of

messaging interaction with the customer?

A Capability, yes, was there.

Q What sort of capabilities were

there, to the extent you're aware of them?

7 A The capability of basically

8

9

10

providing messaging or concierge type of

services, transferring the call to an

alternate service provider for a transaction

11 type of business. The capability has always

12 been there.

13 Q Could you check your balance

14

15

on previous iterations of the calling card

program?

16 A I believe so, yes.

17 Q How about increase your

18

19

balance, put more money on the card? Could

you do that?

20 A Yes, I believe so.

21 Q Anything else that you can

22

23

24

think of, was there any advertising provided

as part of the previous iterations of the

calling card service?

25 A To the best of my recollection --
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1 at one point, I wasn't involved with the

2 product at that point, but there was some

3 concierge type services that were being

4 offered on some of the cards, but I don't

5 know when that was offered, or the extent of

6 time that that was -- that that was being

7 offered.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q For access charge purposes,

these preVlOUS iterations of calling cards,

were any of them jurisdictionalized as a two

call, as the enhanced prepaid caller card

system later came to be?

A Prior to the enhancement of the

service, the outbound leg of the call, the

second leg of the call, because of the

connectivity that existed between the prepaid

card platform and the network did not have

the capability of basically passing the ePN

of either the very first number, or even a

platform telephone number at that point.

So, that traffic basically

entered -- egressed to a terminating access

provider as unknown traffic because the

terminating access provider could not

determine the originating point of the call.
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As a result of that, that traffic

traditionally is put into an unknown

jurisdictional bucket, and either the access

provider uses a customer provided PIU, like

an AT&T PIU, or uses their own PIU based upon

the known traffic they received from the

access provider.

Q For carriers that used an AT&T

provided PIU with these previous iterations

of prepaid calling card programs, did AT&T

use a one call or a two call jurisdictional

method for those calls?

A As it relates to unknown traffic,

because we ourselves could not discern the

originating point in our record because the

record we looked at from the 4E didn't have

the originating point -- because we cannot

discern the jurisdiction of that call -- it

is kind of left in the unknown bucket, also,

so it's not part of the factor that we

developed to hand off to the access provider.

Q So, then, I take it there's a

working assumption, the jurisdictional mix of

those calls could be assumed to be similar to

the jurisdictional mix of any other calls for
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augmentation of an existing platform?

A Augmentation.

Q When was the augmentation,

that resulted in every caller receiving some

sort of messaging content, implemented?

A We started in the June time frame

to ensure there was -- messaging was enabled

on every call transaction, and completed by

July 1 across all platforms.

Q In this initial rollout, what

sort of messaging was transmitted to the

customer that was different from the

messaging that was previously available to

them?

A It varied. At one point we had

anywhere from 30 to 40 different message

types. It varied based upon who the

wholesale customer account was.

For example, Eckerd's, a customer

of ours, would basically want something as

simple as, If you need another card, shop

Eckerd's. The same with our Sam's Club,

Wal-Mart, USPS; again, depending on the

customer, the message varied.

Initially, in some cases there was
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Q That was in June, July?

A We started deployment in June, and

completed across all of the platforms, so

basically the target was July 1 to have it

fully deployed.

Q When was a CPN passing

capability in calling card platforms used in

the prepaid calling card service first

developed?

A In concert with messaging by

enhancing the platforms, we started In the

June time frame, and completed across all of

the platforms by July 1.

Q And at that time, would the

calling card platform have the capability of

passing the original calling party's CPN down

to the call -- through the call stream?

A I don't know. I would have to

check with the engineers. If we had that

capability, I don't know.

Q But it was developed to pass

the platform's CPN?

A Right.

Q To the terminating LEC?
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A Yes.
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Q And did West also work with

AT&T to provide the platform's CPN to the

terminating LEC, as we also talked about?

A Not directly. The ability to pass

the CPN of the platform was actually enabled

by the switch, our switch, itself.

Q It's the 4E or 5E switch,

that's what passes -- how does that pass the

platform's CPN?

A Traditionally, from a network

perspective, the connectivity between West

and the West platforms and AT&T's network is

none ISDN, or non SS7 connectivity, so non

SS7, non ISDN connectivity does not support

passing that parameter.

So, we had to do some development

In our 4E and 5E switches to populate a CPN

associated with the trunk groups between our

switch and the platforms.

Q Was West Teleservices involved

in the development of this augmentation?

A I don't know, specifically.

Q In July of 2002, when the

services first were being commenced -

stepping back a little bit, did this new
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1 capability of passing CPN become effective

2 for all of the West and APT calling platforms

3 in July of 2002?

4 A Yes.

5

6

7

8

9
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Q Did AT&T at that point have

any -- whether by contract or owned by

AT&T -- have any calling card platforms that

were not capable of passing the CPN? In

other words, are there other platforms being

used for other services at this point, in

addition to those we've been talking about?

A Not that I'm aware of.

Q And at this point, did all of

AT&T's calling cards become capable of being

considered enhanced, in AT&T's view?

A Correct.

Q Would that include calling

cards that were sold in previous months, but

had not been used up yet?

A Any -- yes, yes.

Q Was there any adjustment made

to the contracts with Sam's Club with respect

to prepaid calling cards to account for this

enhancement that AT&T now implemented in July

of 2002?
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versus AT&T platform?

A And the customers that those --

Q Correct. Were there any other

factors as of July of 2002 that determined

how calls would be routed, or to which

platform calls would be routed?

A No.

1
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9 A

Q

Yes.

Did that change at some point?
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Q How did that change?

A What we took a look at is in the

spirit of basically two calls. We looked at

the inbound and the outbound leg as obviously

giving us the service that was enhanced in

the middle.

We added two separate events, so as

it related to the inbound leg, what we did is

start assessing what the -- how to basically

direct that traffic to a platform that would

be out of the area that the call originated

from.

Q Why was this change made?

A Well, the first leg of the call,

obviously, was a jurisdiction based upon

calling the called, and if we had the
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1 opportunity to basically redirect that call

2 to a lower access regime, then that was a

3 consideration that was made.

4 Q How about on the terminating

5

6

7

8

9

10

11

12

13

14
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end?

A No, we were unable to do anything

there, because when the call reached the

platform, we're not aware of what the

ultimate destination of that call is until

the caller puts the number -- gives us the

forward number.

So, basically the call lS already

in the network at that point, so there's no

ability to redirect. It's going where it's

going, relative to where the platform is.

Q When was this change to have

traffic directed out of the area where the

call was originated?

A Best of my recollection was -- I

think it was third quarter of '03.

Q And what considerations drove

that decision?

A Just business assessment of the

cost structure associated with the

transacting the call.
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2

3

4

charges to be paid on those calls, or is

there another factor in the business

assessment?

5 A No, it was strictly the lower asset

6

7

unit cost associated with the jurisdiction of

the call.

8 Q Was there any consideration

9

10

given to, say, maximizing the use of the

network and network efficiency?

11 A Certainly part of the assessment

12

13

14

15

16

was associated with that because of the size

of the platforms, and obviously the cost of

either increasing the size of the platform,

or the networking in and out of the platform.

That was just part of the

17 assessment. Ultimately, it was a routing

18

19

20

change that basically was defined as the

instate platform becomes your platform of

last resort.

21 Q
)

Was this change in routing

22

23

made across the board, or was it targeted to

certain geographic locations?

24 A No, just across the board.

25 Q Okay.
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A Associated with the enhanced

prepaid platform?

Q Right, so across the board

with respect to the enhanced prepaid calling

card, but not other services that might be

offered by AT&T?

A Correct.

Q If you go back to Exhibit 11

on page 3, do the numbers reflected here

include the impact on access charges that

would have occurred as a result of this

change in the third quarter of '03?

A What these numbers reflect has --

are not impacted in any way by the routing

structure, because that routing structure was

associated with two call processing, and this

savings calculation is basically comparing

the two call processing to one call, so the

one call, it doesn't matter what platform

process the call is.

Q So, if I'm correct, these

numbers would include originating access

savings associated with this forced routing

to a platform other than the platform in

which the calling party was located?
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A Based upon the premise that the

service was enhanced, we wanted to consider

utilization of the current exempt nature

associated with enhanced services, and

explore the viability of redirecting the

enhanced traffic on the terminating leg over

local business lines.

Q Was this method implemented?

A Not specifically, as described.

Q What do you mean by that?

A Initially, this particular project

was not implemented because of the cost

associated with the deployment. It was not

something the product house wanted to spend

resources on in 2002.

Q Was this a service intended to

use this two call jurisdictional method?

A The architecture was based upon the

enhanced prepaid card being enhanced, and

under that premise, utilize a local business

service to complete the traffic.

Q I would like you to turn to --

look in the upper, right-hand corner. There

are numbers 16650. They should be

sequential.
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1

2

3 have.

MR. SCHIFFMAN:

MR. PERFREMENT:

Fifty?

That's what I

4

5

6

7

8

9

10

11

12

13

MR. SCHIFFMAN: I don't think this

document goes nearly that far. It's a

different document.

MR. PERFREMENT: Duplicates in a

series, so the number you're looking for

is 16626.

A Okay, got it.

Q And is there two benefits

associated with this methodology identified

here, and one is accessed savings?

14 A Uh-huh.

15

16

17

18

19

20

21

22

23

24

25

Q And the other is alternative

savings solution, if Alamo declaratory ruling

not favorable for AT&T.

Were you aware there was a

significant risk of Alamo not being declared

favorable to AT&T at that time?

MR. SCHIFFMAN: Objection to the

form of the question. Doesn't say

anything here about a significant risk.

Q Were you aware of the risk

that Alamo might not be found appropriate by
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the FCC during this time frame?

A As a normal course of doing

business, obviously there was -- I believe in

this time frame, there was I'm trying to

remember when we filed.

I'm trying to remember when we

filed our declaratory ruling, but because IP

is something that has been sitting before the

FCC for a number of years, the treatment of

IP traffic is not being clearly defined from

a compensation perspective, then that's

really what drove -- drives this statement.

Q Under risks, it says, EPPC

local may be challenged at both the state and

federal levels?

A Uh-huh.

Q What was the concern being

expressed there?

A That our position around enhanced

prepaid card and the messaging that we had to

basically that we enabled on all of the

platforms would not be interpreted the same

way we interpreted it.

Q Were you intending to advise

LECs that EPPC calls were being terminated
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lover local facilities in the manner described

2 In this document?

3 A Were we intending to do that? In

4 the normal course of business, if in fact we

5 were challenged, then in fact, per agreement

6 and tariff, we would obviously have to

7 explain what the change in traffic was

8 attributable to, and obviously within the

9 LEC's right, they have the right to audit and

10 investigate that traffic.

11 Q Were you intending to tell

12 them at the time of the change, as part of

13 the implementation process, that this is what

14 AT&T would be doing?

15 A Not unless directly questioned.

16 MR. PERFREMENT: Mark this as

17

18

19

20

21

22

23

24

25

number 13.

(Whereupon the above mentioned was

marked for Identification.)

Q Can you identify Exhibit 13,

an e-mail with attachment?

A (Witness reviewing.)

This, to the best of my

recollection, was an estimate of the impact

associated with our 2002 financials moving
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completed, if it ever was?

MR. PERFREMENT: Either one.

A I don't recall.

Q Do you know who this white

paper was being provided, or created for?

A No, I don't remember. Sorry.

Q If you turn to the first page

of the draft, it says, The jurisdiction of

long distance traffic utilizing exchange

access services is determined by the

relationship of the originating and

terminating points of the call?

A Yes.

Q Was that your understanding as

of March of 2002?

A Yes.

Q The next sentence says, Under

exchange access rules, neither the use of a

platform to enable processing of the call for

the physical routing of the call should

affect the jurisdiction of the call.

Do you see that?
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15

16

17

18

19

20

21

22

23 A Yes.

24

25

Q Was that your understanding as

of March of 2002?
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1

2

A Yes.

Q Do you see the next sentence,

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

This one call approach is under review by our

teams to determine if enhanced prepaid

calling card calls can be treated

differently.

What did that review entail?

A To the best of my recollection, the

review entailed understanding what the

enhanced service provider exemption required,

and a review by members of the product team

to determine what we can do to enhance the

service to meet those requirements.

Q Did this review include the

receipt of legal advice?

A Yes.

Q Who initiated the review, was

it the business people or the legal people

who initiated the review to determine whether

these calls could be treated as one or two

calls?

A I guess you can say the business

people.

Q The next paragraph says, Local

exchange companies rely on interexchange
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3

4

5

6
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8
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Page 110

carriers for factors to identify the correct

jurisdiction of calls, where sufficient

information is not present in message

recording detail for the LEC to make this

determination.

Is that consistent with your

understanding as of March of 2002?

A Correct, yes.

Q Is that your understanding

Q The next sentence, LEC cannot

determine the jurisdiction of 800 calls. In

addition, the detailed call records to LEC

for the calls that -- strike that.

Was this your understanding as

of March of 2002, that LECs cannot determine

the jurisdiction of 800 calls?

A Yes.

10

11

12

13

14

15

16

17

18

19

20

21

today?

A

A

Yes.

Q

Yes.

And is that true today?

22

23

24

25

Q It says, In addition, the

detailed call records available to a LEC for

the calls that terminate from a prepaid card

platform are not sufficient for the LEC to
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1 determine jurisdiction of the call.

2 Is that consistent with your

3 understanding as of March of 2002?

4 A Yes.

5 Q And is that your understanding

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

today?

A You have to be more specific with

the question.

Q What am I missing?

A In the context of one call or two

call processing?

Q This statement as written

here, In addition, the detailed call records

available to a LEC for calls that terminate

from a prepaid card platform are not

sufficient for the LEC to determine

jurisdiction of the call.

Can you say whether that is

true or not true?

MR. SCHIFFMAN: Will you tell him

what rules you should assume for this

question? For today's services?

MR. PERFREMENT: I'm asking about

this statement here. If he can't answer

it, that's fine.
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A I need more qualification around

the question. What records are we talking

about, the LEC's records or mine?

Q Are the LEC's records

sufficient to make this determination?

A Today, yes.

Q And are your records

sufficient to make this determination today?

A They would look just like the LEC's

records.

Q What records would make it

possible for a LEC to determine jurisdiction

of a call from the that terminates from a

prepaid calling card platform today?

A Say that again?

(Whereupon the record was read back

by the reporter.)

I have AMA records associated with

that call transaction, based upon what we

signal in the network. They record and

create their own AMA or -- record, and

signaling detail associated with that call

would be adequate to determine jurisdiction

of the call.

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 Q And the information used to
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1 determine jurisdiction on the call would be

2 provided by AT&T, in that instance?

3 A Would be signalled from AT&T to the

4 terminating access provider, yes.

5 Q So, the LEC would be dependent

6 upon the receipt of accurate information from

7 AT&T in order to determine jurisdiction?

8 A Correct.

9 Q Then it says, As a result, the

10 access billing management organization within

11 LSAM develops and updates factors known as

12 PIU or percent interstate usage factors, and

13 provides them to the LECs for both BYY

14 originating and switched to access

15 terminating.

16

17

18

19

20

21

22

23

24

25

Is that consistent with your

understanding of the process as of March of

2002?

A Yes.

Q Let's go back to the first

page of the white paper.

MR. SCHIFFMAN: This isn't the

white paper. It's a marked up draft,

and we don't know if there was a final

white paper.
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Do you see the first page of

3 A Yes, right.

4 Q Let's look at one of the

5 markups. If you look at the first full

6

7

sentence deletion in the first grouping up

there?

8 A Dh-huh.

9 Q Says, Without the jurisdiction

10

11

12

of a call, a correct bill for switched to

access cannot be rendered by a LEe.

Do you see that?

13 A Dh-huh.

14 Q Is that consistent with your

15 understanding as of March of 2002?

16

17

A Yes.

Q And is that true today?

18 A Yeah, I would -- yes.

19 Q Let's turn to the next page.

20

21

There's a series of almost bullet points, and

I'm looking at the third one.

22 A Dh-huh.

23 Q Talking about certain calls

24 and how they would be routed. If you want to

25 go back and look at some of the preceding
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A Based upon this document, yes.

Q And if you look at the call

process here, can you tell me whether the

call process being described in this document

is the two call jurisdictional method that

was used by AT&T in relationship to its

enhanced prepaid calling card service?

A (Witness reviewing.)

This describes the jurisdiction

process prior to enhancing the service.

Q What changed after enhancing

the service to this jurisdictional process?

A The population of a valid calling

party number from unknown to known.

Q What was the calling party

number that was populated as part of the

enhancing process?

A The plat -- a number that was

jurisdictionally significant to the platform.

Q The number where the calling

card platform was located?

A Correct.

Q If you look at one of the

deletions, the very last one, says, As

indicated above, the handling of originating
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terminating factor. The other, obviously,

was unknown in our own treatment of the

factor, and that's the difference between the

two.

Q Who do you mean, has

visibility? I don't understand.

A In our factor process, we're

actually using AMA call detail or DAAD

records, which are abbreviated AMA records,

and if the originating number field that's

been recorded by the 4E in the record has an

NPA associated with it, and no other digits,

it will still incorporate the NPA as a

jurisdictional significant originating point

in the -- to the term of jurisdiction and

incorporate that universe and to the factor

that's developed.

Q If you go down further, it's

the third bullet point from the bottom, it's

in reference to "risks would include," where

it says, Legal opinion of enhanced services

is challenged by LEes in litigation or LGA

change its position on the interpretation

that has evolved in the last several weeks.

What is the reference to LGA?
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A That's Law and Government Affairs.

That's my counsel within AT&T.

Q AT&T's law department?3

2

Page 122

1

4 A Yes.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Q Is this an accurate

characterization, that the interpretation

evolved in the last several weeks in relation

to this enhanced service?

A Well, at this point in time, this

was part of the assessment, and the

evaluation that was under way to determine

our interpretation of enhanced services and

utilization of messaging across all of the

prepaid card calls.

MR. PERFREMENT: Mark that as 17.

(Whereupon the above mentioned was

marked for Identification.)

Q Exhibit 17 is an e-mail

transmission from Robert Williamson to you

dated March 25, 2002, and it has a PPCPIU

impact attachment.

Do you see that?

23 A Yes.

24

25

Q I have a spreadsheet here

behind it. It's also entitled PPCPIU impact
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parenthetical next to Torn T.

Is that something you asked or

he was asking?

A I don't know. I don't remember.

Q Do you know whether AT&T

sought any accounting advice as to whether an

accrual should be established?

MR. AUSTIN: Objection, lacks

foundation, but if you know.

A In the normal course of assessing

the business, I needed to understand,

obviously, what the accrual process might

entail, and S, if we in fact wanted to

explore doing something like that.

Q Why were you doing that, what

was your concern?

A I'm part of the access

organization, accountable for the cost and

the costs we incur.

Q Did you expect there to be a

legal challenge to the jurisdictional

classification of calling card calls?

A I didn't know. It was just part of

our normal assessment.

Q Were you concerned that that
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1 might occur?

2 A Yeah, because it was part of our

3 it was part of our assessment process, and

4 certainly one of the actions that could have

5 been taken, that could be taken.

6 Q Had there been, in your

7 experience, an accrual established for other

8 access cost savings initiatives that you've

9 been part of?

10 A No, because then it isn't an access

11 cost savings initiative.

12 Q Had you ever privately made an

13 inquiry as to whether an accrual should be

14 established for another access cost savings

15 initiative?

16

17

18

19

20

21

22

23

24

25

A Just out of understanding the

process, what is involved with doing that.

Q Have you ever made a specific

request regarding a specified access cost

savings initiative, not just general

procedural information, but as it relates to

a specific initiative, whether an accrual

should be established?

A Yeah, yes.

Q On how many occasions?
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A Maybe two that I can think of,

Alamo and prepaid card.

Q Other than Alamo and the

prepaid card service at issue in this

lawsuit, have you ever made a specific

request as to whether -- for advice as to

whether an accrual should be established?

A No, not that I can recall.

Q Was an accrual established in

this instance with respect to the prepaid

calling card?

A Not at this time.

Q Was one later established?

14 A Yes.

15

16

17

18

19

20

21

22

23

24

25

Q When was that?

A Let's see. I don't remember.

Q Can you remember the year, was

it 2003, 2004?

A As I recall, it was -- shoot. It

was the end of 2004.

Q Was it after AT&T had filed

its petition with the FCC regarding the

enhanced prepaid calling card service?

A Oh, yeah. Yes.

Q What triggered who
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1 requested that an accrual be established at

2 that time?

3 A As I recall, it was on assessment

4 between the controllers, AT&T controller's

5 office, the access organization, product

6 management, and the CFa group and LNGA, our

7 legal organization.

8 Q What triggered the

9 establishment of an accrual for the EPPC

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

savings?

A I believe, to the best of my

recollection, was that our petition was not

going to be favorable in terms of our

treatment of the service.

MR. PERFREMENT: Please mark this

as Exhibit 20.

(Whereupon the above mentioned was

marked for Identification.)

Q Exhibit 20 is a another e-mail

with an attachment, and it is also includes a

second e-mail in the chain. The first is

April 19, 2002, and the prior e-mail is

April 18, 2002.

Let me direct your attention

to the first e-mail, which is the one on the
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A Can you read it back?

Q I was asking you whether this

was implemented, an architecture along the

lines of the BRCS Centrex architecture?

A No, no, I would have remembered

this.

MR. PERFREMENT: Mark this as

Exhibit 24.

(Whereupon the above mentioned was

marked for Identification.)

Q Exhibit 24 is an e-mail from

Sue Lawson to a group of people dated

March 4, 2003?

A Yes.

Q It has an attachment called

model for 4 forced out of state, and it

talked about a proposed model of the impacts

on terminating traffic from Denver -- of

moving traffic originating in Colorado to

platforms other than Denver.

Do you recall a project along

these lines?

A I believe so.

Q And how was this to be done?

A Let me read this for a second. I'm
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1 trying to recall.

2 (Witness reviewing.)

3 This was an assessment associated

4 with instate platform last resort routing,

5 and what the impact to the terminating -- or

6 the volumes of traffic egressing the Colorado

7 platform, and being eligible for alternate

8 egress architecture orbit.

9 Q Is orbit the platform of last

10 resort routing that we talked about before,

11 or is this something completely different?

12 A No, orbit was a routing name for

13 utilization of the Alamo network for prepaid

14 card service.

15 Q This is in association with

16

17

18

19

20

21

22

23

24

25

the Alamo network?

A Correct. Basically, what this

e-mail alludes to is if you're going to re-

if you're going to implement platform of last

resort routing, then traffic that would

traditionally egress off the Colorado

platform into Colorado will be reduced.

It will still be egressing from

Colorado, but from an alternate platform.

Orbit was the architecture that identified
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intrastate eligible traffic for alternate

routing.

Q So orbit, why would this

routing cause reduction in the orbit savings

by about 30 percent, while saving over four

million presented in the last meeting?

A I can only speculate. Orbit,

obviously, was not deployed in every local

calling area, so all traffic egressing the

Colorado platform may not be eligible for

orbit or Alamo treatment.

So, any other traffic that was not

orbit eligible would have egressed Colorado

platform to Colorado number, and therefore

incurred intrastate access.

Q This was part of the

evaluation of the economic suitability of

using instate platform as a platform of last

resort, and the impacts it had on other

savings initiatives?

A Yes.

Q And so, effectively, you're

talking about reducing orbit savings while

saving other amounts. It's a little bit of

cannibalization there?
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other platforms. They may, that we're not

using, so I don't know.

Q It appears In this e-mail that

the states in which originating prepaid

calling card traffic would be impacted by the

platform of last resort routing would only be

Atlanta, Omaha and Denver; basically,

Colorado, Nebraska and Georgia?

A That's not accurate, because we

have more platforms than just those three.

Q In addition to routing away

from the local West platform, you did that

for the ATL platforms as well?

A Yes.

Q I haven't noticed any

discussion about the ATL platforms, like the

West platforms.

Do you know why that may be

the case?

A The focus was the West platforms

because they were handling about 80 percent

of the volume.

Q 80 percent of the impact on

originating prepaid calling card traffic and

the access associated would fallon calls
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IfLet's start with minutes.Q

80 percent of the traffic is associated with

the West platforms, you would expect that

80 percent of the minutes would be

originating in Georgia, Nebraska and

Colorado, right?

A The originating -- they would be

handled by those platforms, not necessarily

originating.

Q I'm sorry, handled by those

platforms, but that 80 percent of the traffic

that is originated, the Sam's Club and

Wal-Mart that is originated in Nebraska,

Georgia and Colorado would be routed

elsewhere to another state, correct? So, if

it's originated in Colorado, called to

Colorado, that would go to an Omaha or

Atlanta platform?

A And could overflow to APT.

MR. AUSTIN: Could you just restate

the question, because I'm not sure I

1

2

3

4

5

6

7

8

9
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25
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originating out of Atlanta, Omaha and Denver,

or within those states?

MR. AUSTIN: Are you asking about

minutes or dollars or what?
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understand the question.

Q We have West platforms that

carry about 80 percent of the traffic?

A Yes, 75 to 80.

Q And two of them are located in

Qwest territory?

A Okay.

QRight, and you use the local

platform as last resort routing to ensure if

somebody used a Sam's Club calling card, and

originated a call in Colorado, that that

would be routed to another one of these West

platforms?

A Correct.

Q And would you expect that to

have a greater impact on the originating

access associated with the carriers in each

of these states than with other carriers who

didn't have a platform located within their

calling area?

A Only associated with that traffic

that originates in that state, but 80 percent

of that traffic does not originate in that

state.

25 Q I apologize. You would expect
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1 there to be greater impact than on other

2 carriers who don't have a West platform

3 within their local calling area?

4 A Yeah, okay. Yes.

5 Q Was that taken into account in

6 your model that generated the numbers we saw?

7 Exhibit 11, page 3, that was the discovery

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

responses.

A Yes.

Q Would that greater impact be

taken into account in those numbers?

A Yes, because the location of the

platform is disqualified in terms of going

moving the one call jurisdiction.

Q Look at page 2. There's

another project called project L-E-P-T-O-N.

What is Lepton?

A That's a concentrator node that is

also referred to as a rapture box, and is

located at our LNS switch location.

Q Was project Lepton ever

implemented?

A We trialed the project to see if,

in fact, it would -- if the architecture

would work, because we needed to do some
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Page 24

A. I wasn't -- I'm not aware.

Q. Did you at some point become aware

that AT&T intended to consider it or to treat its

prepaid calling cards as an enhanced service?

A. Yes.

Q. When did you first become aware of

that intent?

A. When I first understood about

enhanced services of prepaid, my understanding was

that the majority of our cards were already

enhanced.

12

13

Q. Okay. I don't understand that.

MR. PERFREMENT: Can I hear that

14

15

back?

(Whereupon, the answer is read back as

16

17

18

19

20

21

22

23

24

25

follows:

"Answer: When I first understood about

enhanced services of prepaid, my understanding was

that the majority of our cards were already

enhanced.")

Q. Okay. What was your understanding of

the requirements for a card to be considered

enhanced?

A. It would have -- to be considered

enhanced, a service would have to be -- provide
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confusion. We seem to be going in circles; an

enhanced service is something like an informational

service, which is something like an enhanced

service.

So what is it that -- is there anything else

other than providing information to a consumer that

is not non-telecom that would make a calling card

service an enhanced service, in your view?

MR. LEWIS: Well, I object to the

premise of the question about going in a circle. If

anybody is going in a circle, it's you.

Again, he can only testify about his

understanding.

MR. PERFREMENT: That is correct and

I'd like him to do that.

MR. LEWIS: He has.

Q. Is there anything else within your

understanding that makes a calling card service an

enhanced service, other than the provision of

information to a consumer that is non-telecom?

A. That was all I was aware of, which

I wasn't involved in any detailed discussions on it,

the only thing that was passed along to me.

Q. And how did you become aware of that

particular requirement for a prepaid service to be
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1 considered an enhanced service?

2 A. In the effort to move all of our

3 cards to be considered enhanced.

4 Q. Who advised you that that was the

5

6

7

requirement?

A. It was probably my supervisor at the

time Tim Lazarus.

8

9 time?

Q. What was Mr. Lazarus' title at the

10

11

A. I believe he was division manager for

transactional services.

12 Q. What are transactional services?

13

14

15

16

17

18

19

20

21

22

23

24

25

A. Things like operator services, DA,

relay, prepaid.

Q. When did you first become aware of an

effort to move all of the AT&T calling cards to

enhanced services?

A. Probably in the beginning part of

'02, I believe it was.

Q. How did you become aware of that

effort?

A. I don't recall. My guess 1S I was

probably in a meeting.

Q. Do you know who initiated this

effort?
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since I was on the implementation effort side of it,

that Sam's/Wal-Mart had wanted certain announcements

within the call flow to push certain things that

they were doing.

Q. Okay. And who initiated those

conversations about getting initial announcements?

A. I don't know.

Q. Who at AT&T is responsible for the

Sam's/Wal-Mart relationship with respect to prepaid

A. No.

Q. What were your responsibilities with

relation to this effort to move all the cards to

enhanced services?

A. My responsibility at the time was to

ensure that certain programs had specific

announcements in place.

Q. Had any customers come to you or were

you informed that any customers had approached AT&T

and requested that certain announcements be made to

customers using calling cards?

A. Yes.

Q. ttiJho?

A. I know -- specifically, since I

supported Sam's/Wal-Mart, I know that discussions

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

took place. I'm not sure amongst who, just more
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announcements or features that were provided for

Sam's/Wal-Mart prepaid calling card services in

early 2002?

A. I don't know for sure, but as long as

we've had Sam's/Wal-Mart, they would request

different featured functionality or announcements,

so we would change those as requested.

Q. Okay. So since 1996 you're aware of

requests by Sam's/Wal-Mart for certain features,

functionalities and announcements?

A. I don't think we had Sam's/Wal-Mart

account in '96.

Q. Okay. When did you get the

Sam's/Wal-Mart account?

A. We had it twice. I believe one time

it was '97, '98, we only had part of it and then we

lost it and then we regained it back in totality and

I believe it was it started in roughly end of

January beginning of February in '99, if I recall

correctly.

Q. Okay. And since January or beginning

of February 1999, AT&T has had the Sam's/Wal-Mart

contract for prepaid calling card services?

A. Yes.

Q. And throughout that period
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Sam's/Wal-Mart has made requests to AT&T for certain

messaging and functions?

1

2

3

4

A.

Q.

Yep.

So is there any point from 1999

functions?

He said other

I'm not trying to pin down any

MR. PERFREMENT:

functions, whatever he means.

A. No. We've always had announcements

through the present time that Sam's/Wal-Mart has not

had messaging or other functions provided to its end

user customers of the calling cards?

MR. LEWIS: What do you mean by other

and we've always had, you know, features and

functionality. We just moved forward and either

added new features, functionality or changed

messaging based on the direction received.

Q. Let's explore the other functions for

a moment and let's go back to 1999, 2000, somewhere

in that time frame.

specific point, but just in that time frame.

What sort of messaging in a general sense

would have been provided to a Wal-Mart end user

customer of a prepaid calling card?

6

5

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A.

put in there.

Whatever Sam's/Wal-Mart requested be
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announcements advertising, et cetera, that would

have been provided to customers, end user customers,

who are calling on a Wal-Mart or Sam's Club calling

card, right?

A. Yes.

Page 32

Q. Do you have any recollection as to

what kind of messaging had been requested during

that time period?

A. I couldn't recall.

Q. Can you give me any sort of example,

some such type, you know, thanks for buying your

card at Wal-Mart, anything like that?

A. I know at -- actually, I couldn't

pinpoint specifically in '99. We've had a lot of

different announcements go in and probably maybe

even a hundred different types of announcements

(There is an interruption by the

stenographer.)

A. We've had most likely probably a

hundred announcements for Sam's/Wal-Mart over time.

They push certain things like their DVD rental

business they used to have, about incenting people

to come back in the store for recharging their

cards, could be hundreds of other things.

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

Q. Okay. So these are just a variety of
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1 Q. And that was true throughout the time

but it was so long ago I can't recall.

in your mind between the type of messaging in the

earlier time frame in the initial contract and then

this 1999 through present time frame?

period since AT&T regained the contract?

A. Yes.

Q. And up through I assume present time?

A. Yes.

Q. Was that true also in the 1997, 1998

time frame when AT&T previously had the Wal-Mart

contract?

A. Yes.

Q. Were there any differences

significant in your view between the type of

messaging that was provided in the latter time frame

and the type of messaging that was provided in the

1997, '98 time frame?

A. I don't recall.

Q. Okay. You don't recall one way or

the other?

I'm assuming it was similar in scope,

Do any differences stand outOkay.

I don't recall any.

In addition to messaging, I asked a

A.

Q.

A.

Q.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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associated with the call being made and others might

be associated with the ability, for example, to

recharge the card in the store?

A. Yes.

question about other functionality.

A. Urn-hum.

Q. When you talk about other

functionality associated with a calling card

service, what sort of functions, I guess, are you

talking about?

A. Speed dial, pinless dialing,

voicemail, directory assistance, in-store recharge,

there could be dozens of other ones.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

Q.

Q.

Okay.

Okay.

So some of these might be

Let's focus on the types of

16

17

18

functions that would take place while a telephone

call or a communication with the calling card

platform was being made.

19

20

A.

Q.

Okay.

What kinds of functions -- and let's

21 step back to the, you know, '99, 2000, 2001 time

22 frame.

23

24

A.

Q.

Okay.

I'm not talking about any specific

25 month, year or whatever.
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A. Okay.

Q. But just in that earlier time frame,

what types of on-call functions did the Wal-Mart and

Sam's Club cards provide to end user customers?

A. I don't know if I can be specific in

terms of certain times. The features blend together

to me, to be honest with you. I couldn't tell you

which ones were launched in '09 (sic) through '02

versus '02 through '06.

Q. Okay. Is there any significant

difference in your mind in the type of features that

were provided in these different time frames?

A. No.

Q. Are they all generally providing the

same functionality to Wal-Mart/Sam's customers?

A. I would say not the same type of

functionality because I would assume pinless dialing

and speed dial are different functionalities. But

it's all meeting a customer's request in terms of,

a, what can make it easier to place a phone call or

what things would I like to do in order to, you

know, make this card more useful.

(There is an interruption by the

stenographer. )

(There is a discussion off the record.)

4

2

3

5

6

7

8

9
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1

11

12

16

20

13

10

14

15

17

18

25

21

19

22

24

23
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MR. PERFREMENT: I apologize as well.

I feed into the speed of the witness sometimes and

if I have a witness who talks slowly, I tend to talk

more slowly.

Q. And you talk quickly, so we'll both

try and not get killed here.

A. I know my throat isn't helping

either, so sorry about that.

Q. In early 2002, in part of this effort

to move all of AT&T's prepaid calling card services

to enhanced, what specifically were you asked to do?

A. Once again to ensure that the

Sam's/Wal-Mart accounts had specific announcements

in place.

Q. What kind of announcements were you

asked to ensure were in place?

A. Whatever was requested from

Sam's/Wal-IvIart.

Q. How was that different from your

previous task of ensuring that, what Sam's/Wal-IvIart

requested was in place --

A. No difference, so similar

responsibility.

Q. Were you asked to ensure that there

\-,ere any specific types of features or I'm sorry

699fdBeB-7449-4a95-b149-c53d6d244f92





messaging or functionality in place?

I'm assuming it was based on some

I'm sorry

A.

discussions that were occurring.

Q. Occurred between whom?

A. I don't know, just people at higher

levels than I.

Q. So discussions within AT&T resulted

in this direction?

A. Well, no, similar direction all

along, whatever Sam's/Wal-Mart would request us to

do, features or functionalities or announcements, we

would implement them. And I never really dealt

directly with Sam's/Wal-Mart, so the marketing sales

team who dealt directly with them had these

conversations with Sam's/Wal-Mart and funneled them

to my team too to implement those.

Q. In this 2002 time frame, early 2002

time frame, were you responsible for ensuring that

there was certain messaging or other functionality

Page 37

types of messaging or other functionalities in place

with the Sam's/Wal-Mart cards other than anything

that was specifically asked for by the customer?

A. Not that I can recall.

Q. Do you know why you were asked to

ensure that Sam's/Wal-Mart had certain features --

1

2

3

4

5

6

7

B

9

10

11

12

13

14

15

16

17

1B

19

20

21

22

23

24

25
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A. No.

Q. Nothing tricky in terms of features?

A. No.

Q. Any development on the platform

needed to be done?

A. No.

functionality needed a technical component?

A. Yes.

Q. Did you in this -- now, let's move

away from the general to the specific.

In the early 2002 time frame, did you

consult with your liaison at labs with respect to

any new messaging or functionality that you needed

to provide to Wal-Mart?

business and it was normal processes that we

followed.

Q. SO the messaging that you were

implementing in the, say, early to mid 2002 time

frame was simply the same type of messaging that

you've been provisioning before?

A. Yes.

Q. Nothing outstanding that needed

intervention by labs?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18
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20

21

22

23

24

25

A.

probably not

I don't recall specifically but

messaging was normal course of
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It wasn't part

Q. Did any network changes need to be

made? Again, sticking in this same time frame, I'm

talking early to mid 2002 as part of this effort to

move the prepaid cards to enhanced.

A. I'm not aware of any.

4

2

3

5

Page 43

1

6

7

B

9

10

11

12

of my responsibility.

Q. Okay. You did not consult with any

AT&T network personnel as part of this effort?

A. No.

Q. And just to confirm, you did not

consult with any APT platform development personnel

either?

13 A. No.

14

15

16

17

IB

19

20

21

22

23

24

25

Q. And did you have to consult with

West -- is it West Tele --

A. West Teleservices.

Q. West Teleservices.

Did you have to consult with West

Teleservices in order to develop any technical

functionality as part of this effort in mid 2002

time frame?

A. No. Once again putting announcements

in place, normal course of business, so we would -

obviously, West would have to load those

announcements to their platform and record them. So
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Q.

thing they had

role

A.

Q.

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16
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my team would tell West, hey, West, here's the new

announcement, here's the announcement, please record

it, and then they would load it to the platform.

But that was pretty much the same

been doing since you took over the

Yes.

-- back six years ago?

Yes.

MR. PERFREMENT: Why don't we take a

quick break.

(There is a short recess taken.)

Q. The area of responsibility that I

haven't touched upon is your unit cost management

responsibilities.

What do those entail?

17 A. Working different areas of the

18 prepaid service business to reduce cost.

19

20

Q.

A.

How do you go about that?

Primarily, through the vendor I deal

21

22

23

24

25

with, West, working with them to help identify areas

to reduce cost to the business. That's the primary

function.

Other than that, I tend to also work with

some other internal groups within AT&T to look at
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responsibilities.

2 Q. If you look at the body of the

3

4

5

6

e-mails below, it's assessing risk related to access

risk enhanced services/2 call theory.

Do you have an understanding as to what 2

call theory is?

From a technical perspective, yes.

What is that understanding?

7

8

9

A.

Q.

A. Okay. From the technical

10

11

12

13

perspective, I have calls that hear pins through my

platforms, so I have to have --

(There is an interruption by the

stenographer.)

A. (Continuing. ) Inbound facilities

1 .0 into my platform and outbound facilities out of my

16 platform. So when a call comes into my platform, I

17

18

19

20

consider that call one. A person can either make a

call two or the person can just listen to the

platform, listen to some messages and then drop off.

So call one is the call from the original location

21 to my platform. Call two is from the platform to

22

23

the terminating location, if there is, in fact, a

call two.

24 Q. And that has been the case, this

25 structure where you have an inbound and outbound,
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I was probably

I'm sure it's normal course of

Specifically, no.

Ever since I've been in prepaid, it's

So both calls are up, both facilities are

A.

place.

being used.

calls?

been the same way.

Q. And was there any change in that

architecture or functionality in the 2002 time frame

that you're aware of?

A. Specifically related to the two

Q. Yes, sir.

A. No.

Q. Exhibit 32, if you review it, it

presents certain risks associated with the two call

theory.

Do you have an understanding as to why AT&T

was calculating the risk on January 19, 2004?

asked to be a part of -- to provide some data and I

provided the data.

business in terms of identifying risk and

Page 67

since 2000 when you undertook your present

responsibilities?

A. Well, ever since I've been in prepaid

card, our architecture has been the same, that I

have a call coming into my platform, it holds that

inbound facility up while call two is also taking

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
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opportunity to the business.

Q. What kind of risk is associated with

this memorandum?

A. This is specifically with regards to

access risk, right up there.

Q. What's your understanding of what

access risk is?

A. Anything that's related to access

expense.

to an expense?

A. An expense would be something that

would hit our income statement directly. A risk is

something that potentially could happen.

Q. Were you concerned about litigation

at this point?

A. Was I concerned, no.

Q. Did anyone asking you to perform this

analysis indicate to you that they were concerned

about litigation?

A. I don't know what their thoughts

might have been.

Q. When did you first learn that AT&T's

interpretation on enhanced services might not be

supported by the FCC?

1

2

3

4

5
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Q. Okay. Why is there risk as opposed
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2003 Interstate Valuation - (Value of Interstate Option in 2003 Moving From Current 81/19 Jurisdiction Split)

• Current 2002 Outlook volume = 17.28 Mins
• Plan forecasted growth over 2002 = 17% (2003 PPC forecast = 20.28 mins)
• Assumes GX1Radiant, Alamo, and N2P mins included
• Annualized view

2003 Local Valuation

Scenario I - (Value of Local Option in 2003 Moving From Current 81/19 Jurisdiction Split wlo Interstate Option)

• Plan forecasted growth over 2002 = 17% (2003 ppe forecast = 20.28 mins)
• Assumes GX/Radiant, Alamo, and N2P mins included
·100% of shared minute opportunity; 25% of dedicated minute opportunity
• In year opportunity assumes fully deployed April 1, 2003

Scenario II - (Value of Local Option in 2003 Moving From Current 81/19 Jurisdiction Split wlo Interstate Option)

• Assumes GX/Radiant, Alamo, and N2P mins excluded = 2.08 mins
• Other assumptions same as Scenario I

Scenario III - (Value of Local Option in 2003 Moving From a 65/35 Jurisdiction Split w/olnterstate Option)

• Assumptions same as Scenario I
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Enhanced PPC Sensitivity - 2003 Interstate Valuation

i----- Access ---------1-----------1
I . --1·-----'
I--------------Q~-'!'-~-~-~~- p!"1~:P~-cL9.-~-f-~·--------·l---- -----------1

I I '

i------------_._----

I Current State
2003 VB

Current Suggested Revised
State 2003 2003 2003

---- ----
CMOUs (In Millions) ._------ -------
Interstate _16!~89.~ _Jll_,65_2~ 321§.~:.l3_

Intrastate 3J742.9 579.3 __(3,163.6)
- --

Total _~_~!~31.~___2Q!~31:!.._----- ---------
--- --

Jurisdiction % -- ._---- ---- -----
Interstate 81.5% 97.1% 15.6%.. _. .._--- - -
Intrastate 18.5% 2.9% -15.6%-_.._.._.~._,--------------- ------- --------- --~-.

------_..__._-

- _.-
Expense ($In Millions)

~.._----_._.------ ._._-~ -------_._--._.
Interstate 213.0 245.7 32.7..._--- - .-----
Intrastate 180.3 22.7 ___(157~1..__..

Total 393.3 268.3 (125.0)
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SCENARIO I
~---------- ~---.- =-.....::---. ._----

___(include GXlRadianl, ALAM.9_~n~Nel~!:'J:l~e =2.0B M.insJ_
100% SHARED 25% DEDICATED 81119 JUR SPLIT

2003 ACCESS SAVINGS
COMBINEDI SHARED I DEDICATED

SCENARIO II
:-:-c=-

. ~~£:l~de .0X1Radi~n~, ALAMO and Nel2Phone =?O~ Mi~~__
100% SHARED 25% DEDICATED 81119 JUR SPLIT

2003 ACCESS SAVINGS

___________________.f_Q~I3_l~§QI __§.I::l_~I3§'O'__I_Q5QI_Q~I~g_ .... ..._.__
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SCENARIO III
(include GX1Radiant, ALAMO and Net2Phone =2.0B Mins)-- -

100% SHARED 25% DEDICATED 65135 JUR SPLIT

2003 ACCESS SAVINGS
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"="" Enhanced PPC Sensitivity - Local Option

Shared Trunks

• PLU(Percent Local Usage) sensitivity analysis reflects an average change to AT&T's total PLU of 18%.
The range at a company/state level is 7% to 45%.

• Customary practice is to notIfy access providers with explanation when new PLU factor (+/- 5%) and/or
change in methodology is implemented.

• Expect LEC challenge due to increased PLU (Percent Local Usage) on shared trunks with no related
increase to intrastate volumes.

- ICAs include provision to allow ILECs to audit factor provisioning process.
- Dispute resolution - escalation, independent arbiter, state commission

Dedicated Trunks

• Dedicated trunl<s required in Ameritech, SNET, Owest (9 states), GTE, and Sprint. Requires AT&T to
negotiate local treatment on dedicated trunks since CPN indicates interstate jurisdiction. Regulatory
intervention will be required.

• Limited opportunity if CPN not passed. Rules vary by ICA, but generally require no more than 10% of
traffic without CPN.

Other Operational Issues

• Opportunity not available in ICO/CLEe territory because no ICA agreements exist.

• Need to develop risk mitigation strategy.
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Enhanced PPC Sensitivity. Risk summary._

2003 Risk Scenarios
Comparison to Current State

Description 2003 Value
($M)

- Revert to previous factor (annualized value) $125

- Legai challenge (65/35) $ 118

- Mitigate via local option $ 55
(avoid $63M of $118M risk assuming 100%
shared trunk & 25% dedicated trunk mins
to local)

AT&T Proprietary(Re15lrlcted)
Prepared for Advloe of Caunflet
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AT&T

PrePaid Card Update
12/19/02

• PPC Architecture History

• PPC Access Status

• Project LEPTON Update

AT&T Proprietary 1
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I Prepaid Card Service - Baseline Architecture I
'<t
lI>
tD
"....
o
~
o;j-

§

~'[.'lhw...
~,Y~NCP

I
I
I

J
J

\ ~ I PrePaid Card I ~ I
Platform

• West Teleservices (85% of traffic; 4 sites)

• AT&T Prepaid Technology (15% of traffic; 5 sites)

• Original one-call model: 63%/37% Inter-lIntra-State traffic mix

•

A-.T
AT&T Proprietary 2



IPPC Architecture History ~ndAc~es~C~~t -Red~cti~n -I-~iti~ti~~s --]

r----------------------------------------------------------,
: Original One Call Model \

: End-to-End Call: 63%/37% Inter-lIntra-State mix I
I I
I ~ I

: ~ ~ I
'--------------------------------""'-----------------------------

I.l)
I.l)
ill
.....
n
o

~
§
<1

6
\. - ---v ~

Outbound call: 97%/3% inter-lIntra-Stale mix

I ~I PrePaid Card I ~I
Platform

Inbound 8YY call: 97%/3% Inter-lIntra-State mix

-----------,
I
I
I
I
I
I
I

~ J

r-"':;':;;-- - - -------~

I \. ~

: V
I
I
I

iTwo Call Model

• Access charges are a significant portion of ANS costs => move to two-call model

Outbound access cost reductions

• Pre Two Call Model Initiative:

• Network Domain Routing: Selectively use low cost alternate carriers/network

• Two Call Model Initiatives:

• EPPC Interstate: Move outbound traffic to Interstate jurisdiction

• EPPC Local: Move outbound traffic to Local jurisdiction (covered in Project LEPTON Update)

A1&T
AT&T Proprietary 3



Access Cost Reductions: Network Domain Routing 
electively use low cost alternate carriers/networks

lJ)
L1)
lJ)

. '".-<
o

I r ~

~
• PPCP's Least Cost Routing to alternate networks/carriers with low access rates

• Alternate networks/carriers selected for targeted traffic at the NPA-NXX level

~

. ---- ~Q........ ..-
\ ~ ....... Il~...~·4E551 4>

SpeClel Routing:
18XXX-NPA-NXX-XXXX

'-'-------"

APT & West

PrePaid Card·
--~I Platform

(PPCP)

Key Partner Organizations: Mackenzie, Goldberg, Betta, DeTrana, Lee, Remolador

AT&T
AT&T Proprietary 4



PPC Access/Network HistofV

1998-1 Q02: Interllntrastate traffic split business plan/case assumptions have been 90/10

1Q02:
• AT&T has been paying 79/21
• Analysis:

• 1 call theory: 63/37
• 2 call theory: 97/3

• Two solutions:
• Interstate a.k.a. enhanced:

• 2 call theory: 97/3
• Call to action
• Can be done 711102
• Savings: $48M

'ADL:
• Terminate traffic over ADL facilities
• 1003 implementation
• Estimated savings: $25M - $46M

• ACS/Network/L&GA Senior Leadership agrees to do both; risk of 63/37 = $1 OOM+
3Q02:

• Interstate/enhanced is successfully implemented on 7/1
• L&GA raises jeopardy w/ADL due to terminating an interstate CPN over a local facility

4Q02: "Lepton" solution deveioped:
• Local facility launching call w/local CPN
• Implementation date: 4003 (Product working to accelerate)
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'"BP4 EIU Impacts ~
va
1=
<t:

63/3779/2190/1097/3- - --

N/A 28 - 35 72 - 90 136 -170

I
(28 - 35) N/A 44 - 55 108 - 135

I

(72 - 90) (44 - 55) N/A 64 - 80

(136-170) (108 - 135) (64 - 80) N/A
63/37

97/3

90/10

E
o
.... 79/21
U.

AT&T

Assuming 1% equals $4M -$5M on an annual basis (2003 BP4 volumes and unit cost)
97/3 = 2 call theory
90/10 =ppe Bus Plan assumption
79/21 ='02 AT&T budgeted expense
63137 =1 call theory

AT&T Proprietary 6



Access

Network

Total

2002

$48M

TBD

TBD

Q\
If)
to

"Two Call Theory Impact §
'",I-o
I-«

2003

$72 - $90M*

BP4

TBD

*Note: Savings benefit of 79/21 to 97/3 using BP4 volumes and unit costs

A.T AT8,T Proprietary 7
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IAccess Cost Reductions: EPPC - Move traffic to Interstate Jurisdiction I ~
~

~
'"

• Move jurisdiction of enhanced service outbound calls to Interstate via recording/billing

• Provide Platform's Calling Party Number (CPN) so ILECs that use this parameter will
place minutes in the correct jurisdiction

~NOWJ -,
\

\

a1flii
" '1' ;':I

AMA/Billing/Billing Managemenl flow

--Pi;;J~~~~~N:~;---·

\

IPrePaid Card I \, ~( 4ESS I I
--~ Platform

• Completed in two stages
- Manual provisioning (170 TGs)

began savings 5/02
- Automated provisioning 6/02

• Provided call back announcement for
each platform's ePN

Key Partner Organizations: Muscarella, Betta, DeTrana, Lee

AT&T
AT&T Proprietary 8



AT&T Proprietary

Enhanced PPC Phase I - Key Takeaways

oNovember Outlook value is $48M versus ML3 jurisdiction mix (adjusted for Alamo).
-Provided factors to over 1200 companies. Impact to AT&T terminating switched factor improved by
4 points.
-Managed successful implementation with all RBOCs.

oCentury Telephone continues to dispute new factors. Only implemented in 10% of its companies. Century
to provide their switched call detail by next week. AT&T has filed dispute.
Potential 2002 impact: $0.5M to $1 M.

oNo further inquiries from Sprint regarding CPN on platform calls. New factors in place.

o4QTR factors for annual ICOs communicated mid October. Validation in progress; 138 of 1200 ICO
companies reviewed. Over 60% of companies reviewed have implemented new factor.
Potential 2002 impact: $1M.

02003 Baseline priced at 97/3 jurisdictional mix. Program risks include:
-Regulatory challenge at state and/or federal level
-Platform traffic call pattern changes
-Annual ICO factor implementation success

o If challenged, AT&T will pursue a declaratory ruling proceeding at the FCC to attempt to avoid state
by state arbitration and PUC proceedings.

-Concurrently, AT&T will follow dispute resolution processes mandated by Operating Agreements
and/or tariffs.
-Arbitration is a mandatory process under Operating Agreements and/or tariffs. A rapid
regulatory ruling may limit the scope of arbitrations.

-State PSCs may also choose to hear issue in parallel with federal activity; ICOs are likely to
seel< state regulatory relief.

.0Estimated operational/legal costs for audits and litigation are $4M to $5M.
AT&T

9

~I

iD
iD
"
rl
oo
~
0'
1=«



.&T

Enhanced PPC Phase I - Risk Valuation

2003 Risk Scenarios

Description Value
($M)

- Legal Challenge Risk $152M

- AnnuallCO Factor Risk (40%) $ 5M

- Traffic Pattern Change (97.1 vs 96.6) $ 2M

AT&T Proprietary '10
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I Prepaid Card Service - Baseline Architecture \

~
l&J

I
I
I
I
I

;'};
<J)

'",..,
ac
~
C
~
<1

AT&T

1 ( 4ESS I ( 1 _I PrePaid Card I ~{
Platform

AT&T Proprietary
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Access Cost Reductions: EPPC - Local: Move outbound traffic to local jurisdiction

• Route PPC outbound calls to a Local platform capable of terminating calls as Local

• Remote APT temporarily on call, establishes physical presence, delivers its local CPN

lf)
<J)
,~

~.j-
o
S

Special Routing:
18XXX-NPA-NXX-XXXX

r,---------"

PrePaid Card
-.-l~1 Platform

(PPCP)

APT & West

Remote
APT I LCPN
....
; NPA-NXX-XXXX

~

• 49 LNS sites under validation to deliver

• Manual-10 site delivery by July1 '03
• Automated -39 site delivery by Oct 1 '03
• Additional Edge Switches and 4ESSs will be evaluated on a case by case basis

Key Partner Organizations: Muscarella, Betta, DeTrana, Lee, Goldberg, Remolador

AT&T
AT&T Proprietary 13





From: Carvelli, Robert 0 (Bob), CSPIv1G

Sent: Thursday, October 14, 2004 5:24 PM

To: Burkart, Michael R, CFAUO

Cc: Carvelii, Robert 0 (Bob), CSPMG; Oem, Kevin S, CSPMG; Lazarus, Timothy M (TIm), CSpivlG; Hauser, Laura A,
CSPlvlG

Subject:: FW: Draft of the history of Prepaid

llliike,

My edits are in the allached and in blue font

Bob
-Onginal Ivlessage-
From: Burkart, Michael R, CFAUO
Sent Thursday, Ocloberl4, 2004 12:38 PIv1
To: Carvem, Robert 0 (Bob), CSPMG; Oem, Kevin S, CSPMG; Lazarus, Timothy M (Tim), CSPMG; Hauser, Laura A, CSPIJlG
Cc: I"oms, Patrick. CFAUO; Henchey, Ivlichael C, CFAUD
SUbject: Draft of the history of Prepaid

To all:

Please review the attached document summanzing the history of Prepaid services at AT&T, Please make any changes or
suggested rewording necessary" If you have information to fill in the dates left I blank, please do so

Thank you for your help,

Mike

!Dlll/1005
ATTQ510000117



In the mid-I 990s Pre-Paid services had a variety of pre-paid card initiatives that never
gained traction. The Cheyenne platform, using the original Tele-Ticket platform, was
used for these initial forays into pre-paid

In 1998 the initial one year agreement 'with SAM:A / Wal Mart Was signed requiring a
Point of Sale A.ctivation (pOSA) process The size of this contract commitment dwarfed
the existing requirements, requiring a new platform. A decision was made to outsource
the database servers and platform for cail processing that would support the SAMS / Wal
Mart contract A:n e1.-pedited RFP process ensued leading to the selection ofWest to
fulfill these func;tions

In Apri11999 AT&T acquired Smart Talk, including customers, a platform, warehouse
and employees The platform was transformed into the AT&T Pre-Paid Technologies
(APT) Platform This platform is used to service the pre-paid services for ail other
vendor channels except SA11:S / Wal Mart After the iutegrating the acquisition into
AT&T, a technical efficiency / cost issue was identified (please note thai the issue was
not due to the integration): a cail set-up required the use oftwo trunks (the initial caIl is
from cartlh.older to the platfonn and the second caIl is from the platform to the called
ParlJ~. One possible solution, the use of "release line trunking" was determined to cost
prohibitive

In XXX);, projec;t Silverado was undertaken to outsource the Retail Supply Chain - 'Order
to Billing' .. The contract was awarded to Accenture and included the order, inventory
management (production and warehousing), the shipping interface and the billing through
Accenture's 'System S' In xxxx, the Customer Care func;tions were outsourced 'with
Convergy's chosen for SAMS / Wal Mart and Spherion for the vendors served by the
APT platform

In August 2001, Vesta was chosen as AT&T's exclusive vendor for re-charging pre-paid
services, including payment and responsibility for net bad debt The cost for this service
has declined to 5 85% and the contract was recently extended to run through 12/31/2006
with no minimum commitment The contract includes a fraud indemnify clause
offioading the risk to Vesta

Currently, Pre-Paid services handle 6M calls a year and provide $50 to $60M in
contribution.. Two system platforms are used: West's platform for SAMSlWal Mart with
about 20 cail flows and the APT platform for the remaining vendors 'with numerous
unique cail paths. The SAMS / Wal :Mart accouut represents 80% of the total volume,
",~th SAMS accounting fur 80% of that

Two new initiatives for 2005 are the addition of pre-paid vvireless and the inventory and
distribution ofTerminal Adapters for VoIP

Significant regulatory risk exits for enhanced Pre-paid cards and a Federal
Communications Corrnnission (FCC) ruling is anticipated in early 2005. The rulings
regard:

ATIQ510000118



•

•

The requirement ofUniversaJ Se["\~ce Fund (USF) contributions fur enhanced
Pre-paid calling AnIl1lal impact of $60M
The requirement for access charges payments for local access .. AnIl1laJ impact of
$180M

ATTQ510000119





Global Access Management
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Financial/Unit Cost Management Directorate 
Transition Team Deliverable

June 8,2005

AT&T PROPRIETA!RY - RESTRICTED
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Regulatory Management (R. Marinich)
Global Access Management iiiiii

Kev Deliverables/Functions: Interstate liE). Intrastate IIA). Local

ro
ro
N
lD
ooo
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rog

• Key Deliverables
- Deliver on regulatory outlook of $45.8M in expense reductions in 2005. Prevent unforeseen increased expense from

federal/state proceedings

• Budget Planning/Financial Analysis in Support of Legal/Regulatory initiatives and Payphone

- Budget planning, cost management, sensitivity analysIs and ongoing finanCial tracking/support/analysIs of IE/lA/Local
initiatives arising from legal/regulatory, legislative and Judicial activity in support of $45.8M of expense reduction In
2005.
Lead the development and tracking of Interstate and Intrastate USF expense in support of a $1 B Interstate and $70M
(across 23 states) intrastate budgets. Coordinate model inputs with Business Units for Forecast/Outlook and
uncollectible factors, Regulatory Controller for filed projections, L&GA for assessment factor forecasts and the FCC for
actual filed factors. PrOVide timely and accurate expense data to CFO. Create and maintain USF Budget and Impact
Tools.
Lead cross organization team to prioritize and manage-to OpEx budget of $3.3M for legal and witness support to
achieve plan Initiatives and/or aVOid new expense.

Act as the AT&T point-of-contact to the payphone Industry. Handle compensation and true-up disputes with the
payphone services providers and National Payphones Clearinghouse. Interface with PSPs regarding technical issues
with payphones. Through the dispute resolution process, we could realize savings to AT&T via the cost avoldanca of
paying disputed AN Is.

L
C

:r

57
I AT&T PROPRIETtv-RESTRICTED

• Policy Definition, Advocacy, Intervention, Rate Management in Support of Legal/Regulatory Initiatives

- Formulate strategic costing and pricing policy positions to drive most aggressive interpretation of statutes, rules and
regulations that impact Intercarrier compensation (I.e. rates paid tolfrom IXC/LECs) and network interconnection
expense. ,.1if"mJl[ll

- Lead teams (LSAM/L&GA) to review/analyze and intervene as appropriate on Interstatellntrastate proceedings ~
(switched/dedicated) throughout year as appropriate. Provide subject matter expertise in front of state
agencleslleglslatures and the FCC to drive unit cost 'Improvements and/or cost avoidance.

- Analyze Interstate Annual teriff filings of all Price Cap and Rate of Return ILECs (200-400 filings) to determine any l'Il.k'
discrepancies in rate dilvelopment in violation of FCC rules and prepare AT&T's intervention petition(s) as necessarY\!!l',IIlJlII'!I!Il"""'''''''''''''''IlllI''''

- Maintenance of all access / local rate changes (in 2004, 861< IE rates. 221< IA rates, 101< Local rates) as core source '~1!l.II!JlJlJlJl1
for vendor management, budgetltracl<lng as well as to provide up to date costs for Product pricing plans.





From:
Sent:
To:

Imp ortance:

Enh.ncedLo::aI.ppt
(78 KB)

Ardell Burgess
AT&T Access Management
90!>-234-5513
aburgess@att.com

Burgess, Ardell, NCAM
Thursday, February 28, 2002 5:13 PM
JDhn, Craig R, CFABS

High
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AThT Prepaid Card Enhanced Local Opporiunity

I'
(j)

0'
lD....
o
o
~

~
Project Description: Treat AT&TSamslWalmart Prepaid Card traffic as enhanced and
terminate as local thereby reducing terminating switched access charges to mutual
compensation rates provided by current Interconnect Agreements.

•

II

•
Route 1

Database screens
eyy to 2ee CIC

ADL Sherad Trunks
LECITF PLU Factor

AT/EODB
Switch

I I

ials Route 2
(' ADL Local Trunlcsv

Ong
LECATT Mutual CompLEC Switched

4E-5E AT/EO~ Switch
,OASITAS SwitchAccess

i Route 3
LNS/CLEC

Locel Trunic Group
LNS Mutuel Comp LEC

PPC Switch AT/EO
Platform Switch
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~ 1l"1

Customer D
1-SYY PP

913012005 AT&T Proprietary (Restricted)
Subject to Advice of Counsel
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AT&T Prepaid Card Enhanced Opporlunity
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[~I!;l~~~!~~nr MOd~'~-l---·-·--f:==r~..on.;+:':",- '-~~~f~~:',=1
i I Total I i "On-Net" ! i Composite I' Average . Access : Footp.rlnt I
, ~ , I' "I! Volumes Terminating % I Reduction Enhanced !Terminating Mutual I Savings i AdJ'ustment
, I I I i I
~risdic~on jFEB O~) ..J~atio 63137) I(Alamo. 3%)lJ85.!~-J.~ccess~ate.! Comp Rat~_._.(~~_+(10%. MSl~1

!lntr~~~ ---~?'-~3.:~-I,-----~!~~:J..,i---~!3.5~~~3..1---~~~~~ -$_~~~_I_~_--_9.:-~Q±~-~L_~~~Ji ~:~?-i
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Note: PLU factors only applied to RBOCs, GTE, and Sprint.
Based on West Platform sample, 27% of volume may
need to be excluded; ICO 14%, CLEe 1%, Wireless 12%
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9/30/2005 AT&T Proprtetary (Restrictad)
Subject to Advice of Counsel
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AT&T Prepaid Card Enhanced Assumptions
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• "Enhanced service" allows AT&T to purchase connectivity out of Ene User Tariffs; not the
Access Tariffs.

• PPC terminating traffic looks like ADL volumes.

• No CRANE lookup required to develop ADL shared PLU factor. Opportunity in Qwest, SBC,
Verizon, Bell South. SNET and Ameritech utilizes direct trunking for ADL.

• 85% of Prepaid volumes are treated as "enhanced",

• No ICA limitations associated with the treatment of "enhanced" services.

• Calling Party Number will be populated. ICA requirement.

• No impact to Prepaid card billing and recording systems.

• PLU treatment requires Mod 947 and Route Local Indicators in AMA.

• LNS I Alamo termination may require toll discernment development at PPC platform.

913012005 AT&T Proprietary (Restricted)
Subject to Advice of Counsel
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lO"&T Prepaid Card 2002 Volume Plan
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I l T J II I ! i

Domestic Prepaid Card I 1

~~~~:~:=lM"J:~~~!~l§Uci~e~r~l··~Fe~J~~?:r
._------------
Feb OL %..._....--_.._.._---_...

20.2%
79.7%

~--------------- -~-~~-~~-=~----~-~~---·~r----··--- ..-·-..---~l-- ..-·-l·-------_...._---..--.-- ------------~--

Total 14,744.4 I ! I 17,432.2, I I i
,

! , I i

~n~~at'~'11lJLn=Ji~!~~r~~ei %±=••teE2titl20"=t~~0/~
_~~!~~~_~~!~ __..__+--- ...--------~!.3.~2.:?--l------- ..-..~QQ!'o..I. ____..I._______]_!.1X~:?.___..____~.9.g_~_. j i I I--..--..-.------...----._.....--------- .----.-----._------..,.-----1----..-------.--..1.--------_._..._.-.

Total 1,297.5 ! I 1,476.6---...------.....------..--\.---- .... --..---------------..1-·----------.. ------'-!-----j-- --- ---.......----.--- .---------.------
,

=2b!1 ~Pt~3~~~eDMs[~~i'!;I-1Feb~LrtIOOk -re§2~ 0/;
:~~~~ ~:{: ·_--I-···....··--12~~~~6b \- -·-..-·-·-~·~·~·I-·· ..··i..·-·..··-1~~1~~:1-·I·· _.._.~~:~.
~~_, ..~ ~~~~ l = ,",~",=~ "'''''.·'''''' ".-~'''"· ···.= t~· -- -~,·--~ ~· - l·-"'-"''''=='''=·-···-''-' ''''·_·· _L a._ _~' u,_ ..

I I ~ 1 I

ITOtai·------j 16,041.9 i 100%1! 18,908.8! 100%1

9/3012005 AT&T Proprletery (Restricted)
Subject to Advice of COllnsel
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From:
Sent:
To:
SUbject:

Enhanced ppe
J30502.,ppt (51 KIl•.

Ardell BUllless
AT&T Access Management
908-234-5513
aburgess@attcom

BUllless, Ardell, NCAM
Thursday, March 07, 2002 7:06 PM
John, Craig R, CFABS
FW: Revised Material on Enhanced PPC meeting 3/5

-Original Message---
From: Bauer, Thomas M (Michael), ALVAP
Sent: Thursday, March 07, 2002 11 :52 AM
To: Ehlinger, James C (Jim), ALVAP; Albright, David A (Dave), CMDLD; Lazarus, TImothy M (lim), CMDLD; Belller,
Mel, ALVAP; Burgess, Ardell, NCAM; Binowski, Nancy E, CMDLD; Nitti, Luke T, ALVAP; Ganesan, Sekar, ALVAP;
PfaulZ., Penn L, ALVAP
Cc: Cherchali, Ali M, ALVAP
SUbject: Revised Material on Enhanced PPC meeting 3/5

The attached material is the revised material on the Enhanced PPC Local routing

Please note thatthase are still being updated and so will be revised again.

Please send comments or updates 10 Mike Bauer

Thanl:s,

Mike

ATIQ440D17639



Prepaid Card

Reducing Access Charges Using
Local Completion Classification as an

En]1anced Service
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AGENDA

• Probleln Stateme11t

• Arc11itectures
- current

- proposed

• Traffic Distribution

• StaulS
- Cost and Business Case

- Schedule
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El1hanced PPC
Problem Statement

• Prepaid's Outbound traffic incurs a 630/0 Interstate /
37% Intrastate' switched access' rates Inix* under
current access jurisdiction

• Enhanced Service nature of prepaid allows AT&T to
complete calls under Local jurisdiction rates
- AT&T will reduce access costs were local intercolU1ect

agreelnents exist

- Applies to all enhanced PPC traffic (e.g., Smn's/WaIMart)

- Product working to n10ve all PPC progfmns to enhanced
arrangelnents

*National average based on an AT&T Tenninating minutes for all switched egress mmutes.
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Current Prepaid Card Architecture

Two Call Treatment with Switched Access Termination

~ ~

BYY PPC
DIP Platfonn

Core: DTMF,
ATI 2BB

I
ATI 4E Interconnect LEe

I
LEe 4E TAS Trunks Swllch

Switch
~ OAS

I ,

I I"'" '63/37' PLU Factor Over 2BB Trunlc.
Qrlg Access To Platform

Proportional Reclp Camp ~ 10% Rule
I

1------------ I
I I

I AMA record I
I. •
I Switched Access il ..
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Requirements

• Classify all Enhanced Prepaid Card prograln calls with
'Local Service Indicator' (LSI) routing parmlleter
independent of destination nUlllber
- No ePN llsed or signaled in classification

• Append 'local' AMA. module: 947 to AMA record
- Issue: different value in 'Local' indicator to indicate 'Enhanced'

• Support current prepaid routing schelnes
- DA access: 19l-555-XXXX

- ISTAR 3-digit prefix routing: 182-NPA-NXX-XXXX

- Domain ROllting: BigMac and other 'least cost catTier' codes
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Architecture Alternatives for
Local Enhanced Service Treatlnent

• Local Classification assigned on all calls
- .l\DL Service account triggers LSI in NCP (done today)

- SDN Service account triggers LSI in NCP (not clone today)

• Independently additive options to above:
- Selective Local Classification based on comparison of trunk group's

LANI with Destination #'s NPA-NXX

• Not Required, LSI can be applied without impact to call processing or
Local access settlements process

- Generation of Local CPN based on NlJA-NXX of Destination #
• Not Required, equivalent Unavailable CPN calls occur today

• RECOMMENDATION
- Provision Prepaid trunks as SDN service to evoke 4E query to NCP

Process quely in NCP analogous to ADL service to trigger LSI on
calls
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"Enhanced" Prepaid Card

Enhanced Prepaid Local Architecture

Two Call Treatment - "Enhanced" with Local Termination

• LSI tngger
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BYY PPC
DIP Platfoml

C
V Nodal
e55

ATT

-----~
LEe 4E

Switch OAS .........
'" j---...

1
Ol1g Acoeee To Platfonn I-

AMA rccord
with LSI Module

.,~

-~~~~.

~B--.•
Rlsl<s:
• Continue to treet as two one-sided calls with 63137 PLU switched access costs
• Access SeUiements Process usually requires LEC notification to change PLU factor.
• No mora than 10% of calls without ePN can be eligible for proportional racip comp, otherwise switched access incurred.
• Provisioning/Configuration of trunl<s from Platform to 4E need to be changed to NODAL - SON

Note:
• Recip comp savings on termlnetlng side ot call It operatlonallzed. Need to assess Impact on 79 / 21 factor.
• 'When separate AOL Interconnect trunks are fully occupied, calls overflow to 2BB trunks as Switched Access traffic.
• ** Traffic already carried on these trunks as switched access calls.
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Traffic Distribution

• Data provided to Access Managemel1t 3-05
- Based on 1 week call detail records

- Data froln Aug 01

• Data compiled by State by OCN (carrier)
- Percentage factor created to be used against a

total annual vollune estilnate
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Status

• Cost
- Pre!' Developlnent: $300 to $500I(

• Bllsiness Case
- pending data/inputs

• Sclledule
- NCP developlnent: 4Q02 (stretch goal)
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EX. NO'4
M.FRIEDMAN

From:
Sent
To:
Subject:

1l.1TP.lBtmON
:HAR:T 1f.ly.1s (36 1;..

FYI.

Ardell 8urgess
AT&T Access Management
9DE\-234-5513
aburgess@att.com

Burgess, An:!el~ NCAM
Friday, March 15, 2002 3:53 PM
John, Craig R, CFASS
FW: PPC Assumptions Review/Dullook Decisions

•

•

-Original Message--
From: Thomson, Thomas t CFASS
Sent Friday, March 15,2002 !l:4B AIVI
To: Cynlhia Teels
Cc: Unda Neyman; Matthew Monahan; 8urgess, Ardell, I~CAM
SUbject: FW: PPC Assumptions Re\'iew/DlJI:ioor. Decisions

Cindy,

A; per our brief Orscussion yesterday regarding PPC and assumptions for the outlook, I think we need to documenl and
gel: agreement across CFD/operations on the foliawing nenns:

• stale the facts about the faclor;; used in the budgS! proC-"5S to "raffia the •ANSILSAM" ML3 Budget we
USSld 79121 as a pla"eholdSlr while additional research was underway..... and refled the resulting Inter/Intra
hliinuteslcY.PenSe and LJnU "ost we derived from using this split.

• Same as buliet above but ciisplay the 2IZ7 outloor. Minutes, Expense and LJnU Cost based on our submitted
number;; to ACS.

Updffia with "known" proD"..s5 (nut LegallReg.) findings sin"" the budget creation:
Originating tram" being treated as "twO calis" resutting in 9713 splU for Irrterllntra
Tenminating Traffl" being treated different dependent on West vs.. APT Pla!fonn:
West traffi" dateulfing to 52l3B ? due Uinsigni!ic:arrt ANI info being provided from the plalfonn (? % of tram")
AFT Traffi" uses N~I info and treats terminaung calls at g515% for all treffi" (1 % of traffic)

Creale revised hliinUlesle"1'enselUnU Cost yiew for 3/27 Outlook in"lus;"e of above findings and 2001
innpiic:alions of the new spIn (B4!16 7)•........1would label this something like "Currenl Slale Outlook" (WID LegallReg or
Architecture implication;:). We would compare this Current state DU1loor. to the hilL> Budget and to the 2!Z7 Dulloor. for
purposes of idenUf).oing the deltals,

On"e wave identifiad the Current state Outloor., we could then "reate a set of PJsI:s!Dpportunities to
include/e>:clude from the outbok based on agreement across LSAM/ACS:

KisI:s would include:
% of minutes to be classified as I~on-enhancad and therefore treated a;: a "one "air s"enario and SUbject to a

S2!3B Juris split (or whatever is appropriate)
• Legal opinion of Enhan"ed servi"es Is challenged by LEC's in rrtigation or LGA changes position on the
interpretation that has evolved in the last several weer.s (model this in teITT'.s of every 1% shift in PPC minutes to
I_ale is worth X $'510 the 2002 outlook)

Oppor!'.lJ1ities would include:
1~lociify West Platform to send ml info 10 allow for termic.ling "aP.s to derive Juris spm of g515 by 7/112002 or

1D!1 120Cl2

Htohtv CortTidential ATTQ44D01G988



•
Terminate a % of the PPC terminating traffic to Local !rUn!:s and pay only recip camp rales for call completiono

Sorry to be so prescriptive bullhis one h"s lots of misinformation flying amund that~ nee-:! to naif dOWfL Also, given
the orgo structure If you thin!: Mall/Craig should take lhe lead on completing this effort. that would be flne oogiven the
implications to the ACS outloo!: and the need for Denise to calculate most of these Items I thought if would be best for
you to coordinate.

Call me if you have questions Dr concams..

Thanl~s,

Tom Thomson
tthomson@a11.com
(90S)2US903

-Original Message-
From: Burgess, Ardell, I'CAI~

Sent: Friday, March D8, 2002 8:22 PM
Ta: Muscarella, Sally C, NCAhfi
Cc: Thomson, Thomas, CFABS: l.honahan. Matthew A OJ;atl), CFABS
SUbjet:!: ATTRISUTION CHART V3 xJs

Sally,

Here are the ~;ults on the, ~4 Scenarios" for Terminating West Traffic as Interstate:

Implemerru3tion 2002
Impact• Jurisdiction Spin (I nlerllntra)

e5!5
9515
90110
90/10

Date

71112D02
101112002
711/2002
101112002

($S7M)
($5011/1)
($5311/1)
($SSM)

•

So, "s you can see. the range from the upper to the lower limit is (S911/1) The details are contained in the attached
spr>-adsheeL

Please contact me if YDU have any questions Dr would m~e to review in more detail

Craig

SaDy, by the way, I wes l!Sing ADdelrs PC to do this analysis so I am sending this frnm his e-maiL Very convenient!!!

Kighty Confidential ATTQ4400105989





• From:
sent:
To.:
Ce::
SUbjec:t:

Ardell,

_. S 1'1! 0.1

EX. NO.-4

M.FRIEDMAN

John, Craig R. CFASS
ThuGday, April 04, 2D02 8:07 Phil
BUlgess, Artiell, NCAM
"honahan, Matthew A Oviatt). CFABS; Thow.son, Thomas, CFAi3S
RE:.: PPC Accrual Strategy

•

I have already add"",,",d the accrual issue in a disc:U!Sion with Mart and a follow-up note 10 Mat! with a copy 10 Tom

Simply put, an accrual cannot be estabHshed \0 hedgelmitigare any of the rist of this Projec:l without those dollars being
chaJged baCK \0 ACS as aCCeSS expense in their resulls, essentially reducing the value of the initiative. Thera WDuld
carlainly have 10 be a discussion with ACS regarding establishing such an accrual, sinca it will cause their access
El);pense to be filGHER than the levels thai were discussed at the i%,mard meeting. Essentialfy, ACS has made their
choice ",garding the assumption of risK for this F'roj"c:lln wanting to go ahead with 100% of the minutes on .Iuly 1,
inslead of going with the 50150 or some other less risl:y strategy. It seems that sally is loorjng for a way 10 mitigate the
risK to LSAM. I.e.. establIShing an accrual WITHOUT affecting what gels reported 10 ACS. I do not believe there is a way
to do so. btl! Matt, if you know of a way, let us l:now. Of course, if Sally wanls to baCK 10 ACS and revisit the decision 10
take on this fist that was maoe at the Bernard meeting, she is certainty free to do so,

Craig

-Driginal Message--
From: Surgess, Ardell, r"CAM
Sent Thursday. April 04, 20022:24 PM
To: John, Crag R, CFASS
SUbjer:t PF'C ...ecrua! strategy
Imporlance: HIgh

Craig,

Hera are the specific questions asked n>ganiing PPC:

(Tom T - VJha:t are the implications on how we should t>t!ok ar-N·t:s ~y'pe!"'.se r. t.~e LEes or AT&T file a comp!aint on the
enhanoed call issue and the LEC bins at the lower prU? Does LSAM determine the appropriate accrual level, as we do
loday. or is there a reason in this cose 10 asK ACS 10 determine accrual stralegy and 10 assume bacr-biliing r'.sk?)

Thanrs.

Ardell SUIges5
AT&:T Access Management
90~2".>4-5513

aburgess@attcom

•

Trackir"J9: Re:=lpienl.

3wpess, ArdmJ J>lCAlJ

M:Jrrahan... Ntatthe'Jl' A (Wiatl}. CFABS

Th:nnson Thl::lneS, CFA!:S

Kighly Confidential ATTQ44D01852.2.





From:
Sent:
To:
Subject

You're a dangerous man

Burgess, Ardell, CSLSM
Monday, July 07, 2003 9:31 PM
John, Craig R, CSFF2
RE: You're InvITed· July 16 Lunch & Leam

Ardell Burgess
AT&T Access Management
9DB-2S4-5513
aburgess@atl.com

--Original Message
From: John, Craig R, CSFF2
Sent Monday, July 07, 20034:55 PM
To: Burgess, Ardell, CSLSM
Subject RE: You're Invited - July 16 Lunch & Learn

Ardell,

I should probably ask her about our S150M+ el:posure on PPC" "..something tells me she would not appreciate the
question.

--Original Message--
From: Schoeb, Dennis J, CSFF2
Sent: IJlonday, July 07, 20034:52 PM
To: Schoeb Division
Subject FW: You're InVITed - July 16 Lunch & Learn

Team:

I hope you can make this· I'm sony I'm going to miss it because I am on vacation.

Dennis

Dennis Schoeb
Phone iF: (906) 234-4712
Fax #: (906) 234-6529
Email: dschoeb@atl com

-Original Message-
From: I-Ielson, Cora S, CSFF2
Sent Monday, JUly 07, 20034:07 PM
To: Reidy D Bands; Reidy C Bands
Subject FW: You're InVITed - July 16 Lunch & Learn

--Original Message-
From: I-Ielson, Cora S, CSF.F2
Sent Monday, July 07, 2D03 4:04 PM
To: Reidy Direct Reports w/Chris

ATTQ44DDD8179



Ce:: Reidy DR Secretaries
Subject: FW: YDu're Invited - July 16 Lunch & Learn

--Original Message-
From: DeMeD, Cheryl, CSFF2
Sent MDnday. July 07, 2003 9:53 AM
TD: FLT Members: FLT Secretaries; BJBET; ABS CFO Extended Team
SUbject: YDu're InvITed - july 16 Lunc~ & Learn

Please fDiW8nd tD YDur teams

TD All Finance EmplDyees:

« OLE Object: Picture (Metafile) »
YDU are invITed to attend the next ABS CFO Lunch & Learn, July 16,12 -1:30 PM in the

Bedminster Auditorium RegIna Egea, Vice President, Local Services & Access Management will bring us up-to-date Dn
the status of the Access business We hope YDu'1I join us fDr this interesting and infonnative session.

What Lunch & Learn - status of Access Business
When: Wednesday, July 15, from I~oon to 1:30 pm
Where: BedmInster AuditDrium
RSVP if you plan to attend in persDn or if YDU will dial-ilL.
Cheryl DeMeo (cdemeD@atl.com <mailto:cdemeo@att.com> Dr 9013-234-5478 )

Dial-in: UnITed states: B00-230-1092 (No participant code required)
IntematiDnal: !S12-332-0342 (No participant cDde required)

Cheryl DeMeo
AS6-CFO Communications &
Critical Issues Manager
908-234-5476 (voice)
908-234-=3592 (fax)
97:>-727-2561 (cel~

2
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From:
Sent:
To:
Cc:
Subject:

Burgess, Ardell, NED
Tuesday, July 13, 200411:52 PM
Valley, Sheri L, CSFF2; Schoeb, Dennis J, CSFF2; John, Craig R, CSFF2
Typrowiez, Todd J, CSFF2
RE: AMDU 6th WD 7.09 Summary PPC Riskxls

The previous program risk view thru 1Q04 was:

Period Risk Value

07/02 thru 12102 = I> 421v'1
01/03 thru 12103 = 1>1311v'1
01/04 thru 03/04 = I> 421v'1

Program Risk Value = $215M

The updaled program risk view thru 2Q04 is:

Period Risk Value

07/02 thru 12102 =
01/03 thru 12103 =
01/04 thru 05/04 =

Program Risk Value =

The updated USF risk =

Ardell Burgess
AT&T Access Management
906-234-5513
aburgess@atLcom

I> 42M
1>!311v'1
I> 911111

$2641v'1

1>1681v'1

> -Original Message----
> From: Valley, Sheri L, CSFF2
> Sent Tuesday, July 13, 2004 6:45 PM
> To: Schoeb, Dennis J, CSFF2; John, Craig R, CSFF2; Burgess, Ardell, I~EO
> cc: Typrowicz, Todd J, CSFF2
> SUbject AMDU 6th WD 7.09 Summary PPC RislLxls
>
> "" File: AMOU 6th WD 7 09 Summary PPC Risk.xls»
>
> Team,
>
> Attached is the updated analysis reflecting the latest Risks associated with PPC and the potential change in jurisdiction,
The 2004 June YTD amount is I> 91 M with the annual amount being I> 158 M,
>
> The mosl recent AMDU outlook volumes of 23,7 B were utiiized along with the latest unll costs (adjusted 10 exclude
impacts of the 2003 PYAs)
>
> Craig or Ardell, would you please provide us with the yeariy breakdowns of the previous I> 215 M estimate? Also,
please update the rap leller 10 include the revised 2004 June YTD information
>
> Should you have any questions, please let me know
>
> Thanks l

>
> Sheri

1
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Highly Confidential
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From:
Sent:
To:
Subject:

Burgess, Arnell, NEO
Friday, January D7, 2D05 7:27 PM
Wild, Cathleen R, NEO; Meola, Kimberly A, NEO
RE: FCC Might Seek Fees From AT&T Over Phone Carns

FYL Current risk assessment if ruling is retro:

D7102 • 12/D4 Traffic Sensitive $364M

USF Risk (Thru Nov revenue results) $167M

Total Risk $531 M

Upwarn pressure to 05 plan approx $163M If unfavorable ruling

Arnell
9D8-234-5513

; ;F-ro-m-:-'----=Wi='ld7 ,-=C::""a""th'"'le-e-n-=R-,'"'I-J;::EO::::------
> Sent: Friday, January 07, 200511:15 AM
> To: Meola, Kimberly A, NEO
> Cc: Burgess, Arnell, NED
> SUbject: RE: FCC Might Seek Fees From AT&T Over Phone Carns
>
> Ok with me
>
> Cathleen Wild
> 908-234-7121
> wild@atLcom
>
>

>;::-----,.,-.,-=-:--:--:-"""7.:=------
> From: Meola, Kimberly A, NEO
> Sent Friday, January D7, 200511:13 AM
> To; Wild, Cathleen R, I~EO
> SUbject: FW: FCC Might Seek Fees From AT&T Over Phone Cards
>
> Cathy,
>
> Are you Ok with me sending this to MIi,e as a head's up and letting him know that you have been talking with Ardell on
a game plan to evaluate impacts if and when a decision comes down?
>
> Thanks, Kim
>
> -Original Message--
> From: Wild, Cathleen R, NEO
> Sent Friday, January D7, 2005 10:50 AM
> To: Meola, Kimberly A, NEO
> SUbject: FW: FCC Might Seek Fees From AT&T Over Phone Cards
>
>
>
> Cathleen Wild
> 9D8-234-7121

1
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> wild@attcom <mailto:wild@attcom>
>
>

: =F"""'ro-m-:---:Q""a-rd-:-ne"""'r-,"'Ra"'y-m:-"on-d:;-Q::::-,J7.R:::-7.(R""a-y"")"""',r'"',:=EO:;:;-
> Sent: Friday, January 07, 2005 9:29 AM
> To: Wild, Cathleen R, NEO; Witte, Brian R, I"EO; Wright, Victoria, NEO; Jurczak, Andrew P (Andy), ALABS;
McCann, Mary Lou, ALABS; Mcgregor-Barnes, Karen A, ALABS
> Subject: FCC Might Seek Fees From AT&T Over Phone Cards
>
> FCC Might Seek Fees From AT&T Over Phone Cards
> The Wall street Journal 01/07/2005
> (Copyright (c) 2005, Dow Jones & Company, Inc.)
> Anne Marie Squeo Page A3
>
> Federal regulators are poised to slap phone giant AT&T Corp. with a bill for failing to pay certain telecommunication
fees on its prepaid calling cards. The payment could total as much as $500 million, and the move by the regulators
threatens to reigniie a public relations brawl that iast summer ensnared the White House and the Pentagon,
>
> AT&T is the nation's second-largest seller of prepaid calling cards, which are popUlar with college students, travelers
abroad end U,S. servicemen because of their low per-minute rates. The cards are sold at a variety of outlets such as
Wal-Mart stores Inc., gas station convenience stores and Web Sites.
>
> In recent years, the Bedminster, N.J" phone company has boosted its share ofthe highly competiiive, $3,5 biliion
market by offering iower rates than its rivals - something ii has accomplished by not paying federally required fees to
local phone companies for connecting iis intrastate calls and by not making contributions to a federal fund that subsidizes
phone and Intemet service to rural areas, schools and libraries. By its own estimates, AT%T withheld payments totaling
$500 million. -
>
,; As early as loday, Federal Communications Commission attomeys are expected to recommend that AT&T's failure to
pay the fees violates longstanding rules. FCC Chainman Michael Powell and fellow Republican Kathleen Abemathy have
signaled their support for such a recommendation, which would need one additional vote to be carried by the five
member commission
>
> Last summer, when the FCC was close to taking a similar step to collect such fees, it backed off after AT&T launched
an aggressive counteroffensive - an unprecedented public relations campaign waming that the action would increase
phone bilis and hurt morale for servicemen in Iraq and their families,
>
> Federal regulations require that the fees must be paid on telecommunications services. While AT&T used to make
such paymants, it now argues that iis cards are no longertelecom services, In 1999, AT&T added an advertisement to iis
cards heard by users when they dialed into the main number to make a call.. The ad, the company contends, tumed the
cards into an "infonmation serv> ice," a designation used by the FCC for new technologies - like the Intemet - that it
wants to keep free from telephone taxes and fees
>
> AT&T estimates that declaring its phone cards an information service has allowed it to avoid paying $160 million into
the federal Universal Service Fund since 1999 and $340 mmion in fees to local phone companies for handling in-stete
calls since the third quarter of 2002, In May 2003, ii filed a petition with the FCC seeking a declaratory ruling that its
calling cards no longer were subject to telecommunications regulations. The FCC is now considering the petition.
>
> The company argues that the FCC knew ii wasn~ paying fees for years and that iis silence represented tacii approval.
"We started disclosing that we had enhanced prepaid card services beginning in 2000 and we were audiied by the FCC
in all of those years 10 make sure we were making proper payments," said Bob Quinn, AT&T's vice president of
regulatory affairs
>
> Being forced to pay the money would be a significant financial hit for AT&T, which posted a toss of $7, 1 billion, or
$B.. 95 a share, in the third quarter, inclUding restructuring and other charges. AT&T currently doesn~ have a reserve
established for a potential adverse ruling, a spokeswoman said
>
> An FCC decision to require payment wouldn't automatically lead to an AT&T payout Even If the decision survived a
court challenge, IT would be up to phone companies to sue AT&T for what they lost in income, a difficult task given the
amount of data that must be sorted, The FCC's enforcement bureau or the Universal Service Administrative Co, which
oversees the Universal Service Fund, is expected to try to recoup the $160 million in unpaid fees to the USF, which is

2
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already under financial strain, people familiar with the situation said"
>
> Much the way n added an advertisement to its cards, the company last July substituted a message telling callers that
the FCC was planning an action that would boost the rates of these cards by 20% and included a toll'·free number to call
if they wanted to complain. That number then automatically forwarded all the calls to the main switchboard at the White
House, which received one million protest calls in just three weeks.
>
> Thousands of letters and e-mails also flooded into the FCC, Congress and the Pentagon decrying the move as
detrimental to the morale of those on the front lines, a reflection of the fact AT&T prepaid calling cards are widely sold to
thousands of people in the military as well as their families at home, The public pressure, amid a heated presidential
election and flagging morala In Iraq, forced the FCC 10 shelve the issue.
>
> But numerous companies have cried foul Calling-card rivals such as Sprint Corp" argue AT&T has an unfair
competl1ive edge because n's not shouldering the burden of fees Local-phone companies such as SBC Communications
Inc and BeliSouth Corp" say they have been cheated out of tens of millions of dollars
>
>-
>
>
> Prepaid Cards
>
> AT&T was the second largest share of the $3,,5 billion US prepaid calling card market in 2004
>
> IDT Corp. 34%
> AT&T Corp. 22%
>Sti11%
> Sprint Corp. 8%
> OTC6%
> S278 Comm 5%
> Others 5%
>
> Source: Atlantic ACM
>

3
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLORADO
CIVIL ACTION NO. 05-RB-375 (BNB)

QWEST CORPORATION,

Plaintiff (s),

-vs-

AT&T CORP., et als.,

Defendant(s) .

CONFIDENTII'-L

DEPOSITION UNDER ORn-L EXAMINATION OF

.!\RDELL BURGESS

FLORHAl~ PARK, NEW JERSEY

NOVEMBER 30, 2005

REPORTED BY: MARY J. DOUGAN-KNECHT, CSR

ESQUIRE DEPOSITION SERVICES
90 Woodbridge Center Drive

Woodbridge, New Jersey 07095
(732) 283-1008

JOB #603610

ESQUIRE CORPORATE SERVICES
888.486.4044

2c757316·2166-4b66·bB7B·Bd404baaa63a
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the expense for the service.

2 Q. Okay. So you know how you were

3

4

incurring access expense, access charge expense, for

prepaid card service before this EPPC program?

5

6

A.

Q.

Before the July 2002 implementation.

And how was At&T handling access

7

8

charges relating to prepaid calling cards before the

EPPC program?

9 A. I can address how we believe we were

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

being billed for the service.

Q. Certainly.

A. If that's the nature of the question.

Q. Let's start there.

A. Okay. Basically it was standard

industry practice for any provider that was handling

prepaid card service, the inbound part of the

service was supported by an AYY PIU, percent

interstate usage factor. Because as an access

provider your company does not know what the end

point of that call is. They certainly know where it

launched, but they don't know beyond kicking into

AT&T where the call was destined.

Access providers in the industry

basically provided an AYY originating factor to the

access provider that reflects what they believe the

ESQUIRE CORPORATE SERVICES
888.486.4044

2c757316-2169-4b66-bB7B·Bd404baaa63a
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1 jurisdiction on that call is.

2 Industry practice and our standard

3 was to develop a factor for, and a subset that was

4 prepaid card traffic, that basically identified an

5 originating point to the platform, does a platform

6 look like a notable location from network recorded

7 data.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

So based upon that factor that was

developed in the aggregate. AYY is not developed

for just prepaid. It's all AYY products. That

factor was handed off to the respective carriers,

and then I assume billings rendered based upon that

factor.

The terminating side of the call,

because there was no originating number associated

with it, in most cases, I believe, was treated by

the access providers as unknown. Because your

company, for example, couldn't even determine the

originating point on that call because there was no

calling party number populated.

So through the normal course of

billing practices, at least across the industry,

what tends to happen with that traffic is a

terminating MPS factor, M as in Mary, is applied to

the unknown, jurisdictional unknown volumes.

ESQUIRE CORPORATE SERVICES
888.486.4044

2c7S731S-2169-4b66-b878-8d404baaaS3a
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So if the known terminating traffic

has a ratio 50/50, then in fact the unknown volumes

get billed 50/50.

4

5

6

Q.

program?

A.

How did that change with the EPPC

There were two events that took place

7

8

9

10

when we fully enhanced our service. The first event

was to incorporate messaging in all our prepaid card

transactions. The second event that took place was

to assign a jurisdictional significant calling party

11 number to the enhanced platform. In concert with

12

13

14

15

16

17

18

19

doing that we notified carriers, like your company

and others, that in fact our terminating factors

were changing because we had incorporated and moved

unknown traffic into known as a result of additional

enhancements to our network traffic.

MR. PERFREMENT: Could I hear that

back?

(Court reporter reads last answer back.)

20 Q. Who was responsible for notifying

21

22

23

24

25

carriers of the enhancements to networks that would

result in the terminating factors being changed?

MR. SCHIFFMAN: That's going beyond

the scope of the notice. You're asking for the

witness' personal knowledge?

ESQUIRE CORPORATE SERVICES
888.486.4044

2c757316·2169-4b66·bB7B·Bd404baaa63a
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1 MR. PERFREMENT: Sure.

2 A. We have an organization carrier

3

4

5

6

7

8

billing management. They're individuals that make

up that organization that are company managers.

Their responsibility on a quarterly basis is to

notify all carriers of any changes to our factors

and, obviously, communicate our factors to those

carriers.

9 Q. And how did the terminating factors

10 change because of these network enhancements?

11 A. Well, prior to us making the changes

The

12

13

14

15

16

the traffic, obviously, was unknown, and, obviously,

jurisdictionalized based upon the known factor.

known factor was either our factor provided to a

carrier or it was the factor that the carrier used

themselves.

17

18

Q.

program?

How did it change with the EPPC

19

20

MR. SCHIFFMAN: Are you asking about

Qwest in particular?

21 MR. PERFREMENT: In general.

22 A. How did it change? Can you help me a

23 little more? I'm struggling with this one.

24 Q. Sure. With respect to these calls,

25 the prepaid calling card platform, who then provided
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with a call originating at the physical location or

within the physical area of the platform itself.

Q. What was the purpose of assigning a

jurisdictionally significant calling party number to

a calling platform?

A. The platform, again, was considered

enhanced. Therefore, that would be the originating

point of a call generated from that location. And

the jurisdiction of that call would be treated by

the terminating access provider, assuming the access

provider looked at the signaling and would

jurisdictionalize that call from originating number

to cold number.

Q. In developing this program was it

your assumption that the terminating access provider

would look at the CPN for determining jurisdiction

of the call?

A. Tends to be industry practice. There

are some carriers that don't have that capability.

Your company tends to be a little more

sophisticated. You'll look at both access groups.

You can look at local groups but bill me based upon

calling party number. And industry practice tends

to be utilizing calling party to calling party as

the jurisdictional perimeters to bill terminating
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1

2

3

4

5

6

7

access.

MR. SCHIFFMAN: If we're switching to

something can I take a break?

MR. PERFREMENT: Absolutely.

(Amended Notice is marked Exhibit-5 for

identification.)

Break taken.)

8 Q. You've been handed what's been marked

9 as exhibit 5. It's an amended notice of Rule
10

11

30(b) (6) deposition of AT&T. Have you seen that

before or a document like that?

12

13

A.

Q.

Yes.

And if you turn to the second page it

14

15

16

17

18

19

says, "Pursuant to Rule 30(b) (6) of the Federal

Rules of Civil Procedure AT&T Corp. and its

affiliates has assigned Ardell Burgess to testify on

its behalf on following matters". Do you understand

that you're here as a corporate representative of

AT&T today?
20

21

A.

Q.

Yes.

And in that capacity you're speaking
22

23

24

25

on behalf of the company?

A. Yes.

Q. And just take a look at the top

number one. The top of number one asks you to
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IN THE UNITED ST}\.TES DISTRICT COURT
FOR THE DISTRICT OF COLOR~DO

Civil Action No. 04-N-909(MJW)

QWEST CORPORATION,

Plaintiff,

vs.

AT&T CORP., AT&T COMMUNICATIONS,
INC., AT&T CO~~UNICATIONS OF THE
PACIFIC NORTHWEST, INC., AT&T
COMMUNICATIONS OF THE MIDWEST,
INC., AT&T COMMUNICATIONS OF THE
MOUNTAIN STATES, INC., and AT&T
CO~~UNICATIONS OF THE SOUTHWEST,
INC. ,

Defendants,

DEPOSITION OF:
CATHLEEN WILD

T R A I' S C RIP T of the stenographic

notes of the proceedings in the above-entitled

matter, as taken by and before PF.TRICIF. A.

MOHYLA-KLEIN, a Certified Shorthand Reporter and

Notary Public of the State of New Jersey, held at

the offices of PITNEY, HP~DINt KIP? & SZUCH, ESQS.,

200 Campus Drivel Florham Park, New Jersey, on

Tuesday, September 21, 2004, commencing 9:11 a.m.
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Q Okay. And now, moving off, after

negotiating with DSL providers, what was your next

area of responsibility?

A Phone-to-phone VOIP. We're here.

Q Here we are. And that's the

program you took over in January of 2001?

A Correct.

Q Was the phone-to-phone VOIP program

fully developed at the time you took it over or was

it still In the process of being deployed?

A It was deployed in three states at that

time. Subsequently we determined that we would

expand the program in the corning years and that's

what we did.

Q Where was the program currently

at the time you took it over in January of

Qwest, Colorado; SBC, Texas; GTE, Florida.

Q Do you have an understanding as to

why the program was initiated in those three states?

A I believe they were high cost states to

terminate in and they proved in on a business case

perspective because of that. Many volumes were

there as well.
25 Q And what costs are you referring to
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1 when you say it was high cost to terminate?

2 A The cost to terminate a call.

3

4 A

Q Those are access charges?

Correct.

5

6

7

8

9

10

11

12

13

14

Q Those are the charges that were

imposed by the RBOC's or the ICO, GTE's?

A Those would have been the charges that

would have been incurred on the future Group D

trunks having terminated that way.

Q Were there any other reasons that

you're aware of for those three states being chosen

as the first rollout of this program?

A You know, I didn't determine those states,

so I took them over.
15 Q You're not aware of any other

16 reasons?

17

18

A I don't know why they chose -- I really

don't know the details as to why they chose them.
19 Q Okay. Now, you made reference to

20 a business case.

21

22

A Sure.

Q What is a business case?
23

24

25

A After I took over the program, we would

look at specific OCN's within a state and the minute

volumes that we could reach by deploying the
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MR. SCHIFFMAN: Sure.

MR. PERFREMENT: Going about an

4 THE WITNESS: Okay.

5

6

7

held.)

Q

(Whereupon a short recess was

Who had ultimate decision making

8

9

responsibility for determining into what markets the

phone-to-phone VOIP program would be expanded?
10 A I guess I would make a recommendation and
11

12

13

14

we would review it sometimes, you know, we would

review it with lead directors, et cetera, but I

don't know that we always, always brought it up to

like specifically the state or whatever. We were
15 told to reduce you know, to expand and we did.

16 Q Okay. You were told to expand
17

18

programs and reduce access programs and that's what

you did?

19 A We were told to expand the program -- we

20

21

were allowed to expand the program and we would

select areas that would bring us the most savings.
22

23

Q

referring to?

Okay. And what savings are you

24 A The access rate times the minutes that
25 would have gone over to feature Group D that are now
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1

2

3

4

5

6

being terminated via the ESP exemption over the

PRI's.

MR. PERFREMENT: Could we go off

the record for just one second.

(Whereupon there is a discussion

off the record.)

7 Q Were there certain circumstances in

8

9

which you would get a director involved as part of

this decision making process?

10 A I believe in 2001 we had V.P. approval as

11 to where we were going to expand. In 2002, we --

12

13

14

15

16

I'm sure we reviewed it at a meeting at some point

and said this is what we were going to do and yeah,

as a matter of fact, I know because we needed

capital so we would have asked -- I'm sure it was

Frank Ianna that gave us approval to expand.

17

18

19

A

Q

Ianna.

Q

Frank who?

And who's Frank Ianna?

20 A He was the network president.

21

22 company?

Q Is Mr. Ianna still with the

23 A No, he's not.

24 Q When did Mr. Ianna leave?

25 A I believe around this time last year.
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identification.)

Q You've been handed plaintiff's

Exhibit 4. What this is is a Form 10Q from AT&T

Corporation for the period ending June 30th, 2004,

and I'll tell you I pulled it off the internet off

the AT&T website and take all the time you want to

look at it, but I'm just going to direct your

attention to page 13 and ask you a couple of

questions about some of the statements made on page

13, but feel free to look at anything else you want

and let me know when you're ready.

A Is there something you would like me to

read? First paragraph.

Q It's really take a look at the

first and third paragraph, first full paragraph.

A Okay.

Q Third full paragraph.

(Whereupon the witness reviews the

document. )

Q Ready?

A Uh-huh, yes.

Q There's a reference at page 13 of

this exhibit, last sentence, I'm sorry, the second

to last sentence of the first full paragraph states,

"The total interstate and intrastate access savings
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submitted to the attorneys.

securities attorneys involved with preparing AT&T's

corporate finance?
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when obtained on AT&T long distance, phone-to-phone

I.P. telephony services since the first quarter of

2000 through the date of the ruling," there's

reference to the ruling to the FCC in defying AT&T's

petition, "was approximately $250,000,000." Do you

see that?

attorneys. I submitted them to an in-house attorney

that had asked me what the potential liability would

have been on -- in retroactive if it had occurred.

That was, you know, the savings of the program.

Q Did you have anything to do with

calculating the savings related to the enhanced

prepaid card service as well?

MR. SCHIFFMAN: Objection. Beyond

Do you know where that number carne

Where?

Did you submit a spreadsheet to the

Q

Q

Yes, I see that.

Yes.

Probably from a spreadsheet that I

Q

I don't know if they were securities

A

from?

A

A

A

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
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