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RESPONSE OF AT& T
CONCERNING ITSCOMPLIANCE PLAN

Pursuant to the Commission’s Public Notice, DA 08-1826, released on July 31, 2008,
AT&T submits this response in support of its Compliance Plan previously submitted in this
proceeding.!

INTRODUCTION AND SUMMARY.

In the Forbearance Order,? the Commission recognized that its Cost Assignment Rules
no longer serve any ongoing regulatory purpose. The Commission therefore granted AT& T
forbearance from those rules subject to the submission of a compliance plan to explain how
AT&T would maintain the ability to make cost assignment data available to the Commission in

the unlikely event that the Commission should ever want to examine such data in a future

! See Letter from Theodore C. Marcus (AT&T) to Marlene Dortch (FCC), dated July 24, 2008
(“AT&T Compliance Plan”).

2 Memorandum Opinion and Order, AT&T Inc. For Forbearance Under 47 U.S.C. § 160 From
Enforcement of Certain of the Commission's Cost Assignment Rules; Petition of BellSouth
Telecommunications, Inc. For Forbearance Under 47 U.SC. § 160 From Enforcement of
Certain of the Commission's Cost Assignment Rules, 23 FCC Rcd. 7302 (2008) (“Forbearance
Order”).



proceeding.® AT&T has fully complied with this requirement by submitting a substantial
compliance plan, which, among other things, includes a detailed proposal for how AT&T will
retain the ability to produce usable and timely cost assignment dataif and when it isneeded. The
state commission commenters uniformly agree that AT&T's proposal “addresses [their]
concerns’ and is a “reasonable attempt to reply to the granted forbearance and to address some
continuing data needs.”* They are correct, and AT& T’s compliance plan should be promptly
approved.

The few opposing commenters (Comptel, Ad Hoc, Sprint and Time Warner Telecom) do
not even seriously address the Commission’s request for comments on AT& T’ s plan to preserve
the ability to respond promptly to any future need for cost assignment information. Instead, they
contend that no plan to be ready to respond could ever be sufficient, and that the Commission
should instead require AT&T to continue to maintain a complete cost assignment system on an
ongoing basis, just as it doestoday. These parties entire approach is fundamentally inconsistent
with the forbearance that has been granted: a principal holding of the Forbearance Order was
that the public interest compelled the elimination of any requirement that AT&T maintain an
ongoing, day-to-day cost assignment system.”> The Public Notice makes clear that parties are
prohibited from re-arguing the forbearance decision, and these proposals should therefore be
barred outright.

Ad Hoc et al. have treated the Commission’s simple request for a compliance plan as an
invitation to propose a full-scale, aternative set of cost assignment rules that would only apply to

AT&T and not other carriers and that would be even more complex, burdensome and pointless

31d. 131
4 Public Service Commission of Wisconsin at 4.
® See Forbearance Order 1 40-44.



than the current rules.® Under their “Blueprint” proposal, AT&T would have to train and
maintain an extensive workforce to make hundreds of necessarily arbitrary judgment calls each
day about how to assign each and every type of cost it incurs. Moreover, the Blueprint relies on
aradically different philosophy of cost assignment than the current rules, including many cost
and service categories that no carrier has ever tracked for cost assignment (or any other)
purposes. Accordingly, AT&T would have to undertake extensive new studies, conduct a
massive inventory and cost assignment of embedded investment, and develop completely new
systems, to track these costs.

Working out the details necessary to implement the vast new system envisioned by the
Blueprint — the Blueprint itself is, tellingly, devoid of any such details — would be extraordinarily
time- and resource-consuming both for the Commission and AT&T. Indeed, Ad Hoc and its
supporters are improperly trying to turn this forbearance proceeding — in which the Commission
has decided to eliminate cost assignment rules for AT&T — into the equivalent of a rulemaking
proceeding in which the Commission would consider a fundamental (and more burdensome)
replacement of the rules from which AT&T just received forbearance. And all of this effort
would be for nothing: neither the Commission nor the state commissions has any ongoing
regulatory use for the massive and arbitrary outputs that would be generated by the Blueprint
approach, and any future request for cost assignment data is not only unlikely but would almost
certainly be limited in scope (and different in focus) relative to the enormous effort required to
maintain the Blueprint’s procedures. The Blueprint is not a good faith effort to assist the

Commission in addressing legitimate concerns for potential future data needs, but rather is a

® See Comments of Ad Hoc at 4; Comments of Sprint Nextel Corporation, COMPTEL, TW
Telecom, Inc. and One Communications Corp. (hereinafter “ Sprint Nextel”) at 12-14.



transparent and misguided effort to advance its proponents own narrow regulatory agenda and
generate grist for the mill of their long-discredited arguments about special access rates of return.
Rather than helping construct this useless Rube Goldberg cost assignment system, the
Commission should approve AT&T's Plan. As explained in Section | below, the few criticisms
of AT&T's plan that opponents have mustered are patently meritless. And as explained in
Section 11, the Blueprint proposa is arbitrary, burdensome, completely unnecessary, and
fundamentally inconsistent with the Forbearance Order.
l. STATE COMMENTERS SUPPORT AT&T'S PROPOSED PLAN, AND AD

HOC’'S AND SPRINT NEXTEL'S CRITICISMS OF AT&T'S PLAN ARE
MERITLESS.

In response to the Forbearance Order, AT&T has offered a detailed compliance plan
that, in accordance with the order’s requirements, includes (1) procedures to ensure continued
compliance with Sections 272(e)(3) and 254(k) of the Act, (2) a description of the imputation
methodology that demonstrates that AT&T's access charge imputation methodologies will be
consistent with Section 272(e)(3) and the Section 272 Sunset Order, (3) AT&T’s first annual
certification that it will comply with its obligations under Section 254(k), (4) a proposal for how
it will maintain its accounting procedures and data in a manner that will alow it to provide
usable information on a timely basis if it is ever requested by the Commission, and (5) an
explanation of the transition process. The state commission commenters do not oppose AT&T's
proposal, and agree that the proposal “appears to address [their] concerns’’ and is a “reasonable
attempt to reply to the granted forbearance and to address some continuing data needs.”® The
only parties that take issue with AT& T’ s proposal are Ad Hoc and Sprint/Comptel/Time Warner

(“ Sprint™), but their handful of criticisms are makeweights.

’ State Members of the Joint Board on Separations at 4.
8 Public Service Commission of Wisconsin at 4.



AsAT&T explained in its Compliance Plan, it will continue to maintain al of its USOA
accounts and it will retain the latest cost assignment allocations resulting from the application of
rations resulting from its last ARMIS Report. AT&T also explained that it will retain
documentation of its existing systems for recording affiliate transactions pursuant to Part 32.27.°
Thus, if the Commission ever asks for thisdata, AT& T could readily apply the last available cost
alocation ratios to the relevant USOA accounts and provide the Commission with the cost
assignment data it needs. This is entirely reasonable. In the event of any future Commission
request, the last available assignments would be the logical starting place. As AT&T noted
previously, many of these cost assignment ratios have already been frozen for some time.*°

It is conceivable, however, that, in some circumstances, a different approach would be
preferable in response to a specific future request, and therefore AT& T’ s plan preserves the right
to update the ratios to account for intervening events.** Ad Hoc and Sprint attempt to turn this
reasonable accommodation into a fatal flaw, but the argument is meritless.”? Both parties fault
AT&T for not explaining, today, exactly how it might make those future adjustments, but any
such adjustment would naturally depend on a host of factors that cannot be known today — how
far in the future the request is made, what costs, facilities, and services are involved, what
marketplace developments have occurred, the purpose for which the Commission intends to use
the data, and the like. All of these scenarios are unlikely in the first place — i.e., while it is

unlikely that the Commission will request any necessarily arbitrary cost assignment data in the

® Ad Hoc (at 5, n.9) erroneously assumes that all affiliate transaction data for legacy BellSouth
will be destroyed. In fact, under AT&T’s compliance plan (at 12, n.6) only the previous system
used by legacy BellSouth to process affiliate transactions will be terminated. AT&T’s system
for recording affiliate transactions will not be terminated.

19 See AT& T Compliance Plan at 11-12.
1d. at 12.
12 Sprint at 7; Ad Hoc at 6.



future, it is even less likely that it will request data for which the last available ratios are not
usable. It would be a foolish and feckless waste of time to try to anticipate, today, all of the
possible issues that may arise in such future proceedings and map out, right now, how AT&T
might go about making such data more usable.

This aspect of the Compliance Plan is also a complete answer to Sprint’s complaint (at 6-
7) that today’s cost allocation may become inaccurate because of a proportional increase in non-
regulated services. First, Sprint’s proposed answer — that the only way to ensure accurate datain
the future is for AT&T to continue maintaining full, company-wide cost alocation data on an
ongoing basis, asit would under the rules from which AT& T just received forbearance™ — would
obviously undo the grant of forbearance and thus cannot be what was contemplated in a
forbearance compliance plan. Indeed, the Commission has admonished parties not to re-argue
the predicate question of forbearance in considering the compliance plan. Moreover, it is clear
that the Commission is not going to need company-wide cost alocation data in the future, and
that any future request for such data will almost certainly be limited to requests targeted to
particular types of costs or services. Whether today’s cost alocation ratios will become so out of
line (in either direction) that they would be unusable for any specific future request is wholly
speculative today; without knowing whether the Commission will ever seek such data or the
purpose for which the Commission may want it, it is impossible to anticipate exactly whether
such adjustments would be necessary or how they would best be made.

AT&T aso recognized that it was possible that the Commission might ask AT&T for

cost assignment data based on factors other than the allocation factors just discussed. AsAT&T

3 Sprint at 7-8.



indicated, it can perform special cost studies in such circumstances to determine those factors.**
To facilitate such special studies, AT& T explained that it would retain all of its methods and
procedures manuals, and that it would retain on backup storage media copies of its electronic
systems, spreadsheets, and other software that it currently uses for cost assignment.”> Ad Hoc
and Sprint again fault AT& T for not explaining exactly how it might go about performing such a
special study,™® but again the proper way to conduct such a special study would depend entirely
on a host of variables, specific to the specia request that triggered the need for a study, that
cannot be known today. Most pertinently, it would depend on the specific nature of the
Commission’s request, whatever it may be, but it would also depend on the types of costs at
issue, the market developments that have occurred at the time, and other factors. All of this, by
its nature, is highly speculative and unlikely; it would be fruitless to try to predict with any
specificity what types of future situations might prompt the Commission to make an unorthodox
request for cost assignment data and how AT& T might best respond to such a possible request.
AT&T has promised to retain all of the materials it currently uses that might be of use in
answering such a Commission request, and no more can reasonably be required.”’

Sprint’s additional challenge to AT&T’'s proposal with respect to compliance with
Section 254(k) is meritless. Sprint candidly acknowledges that the Commission granted

forbearance from Rule 32.27, but nonetheless argues that “the Commission did not find

14 AT& T Compliance Plan at 12.
.
18 sprint at 8-10; Ad Hoc at 7-8.

" Sprint complains (at 9) that AT&T employees may forget how to perform cost assignment
functions, but there is no basis to believe that AT& T could not use reasonabl e efforts to respond
adequately to future Commission requests for data. Again, Sprint’s alternative — that AT&T
continue performing cost assignment on an ongoing basis — is precisely the requirement from
which AT&T just received forbearance.



unreasonable or even question the logic underlying Section 32.27,” and that the Commission
therefore should reimpose § 32.27 as part of the Compliance Plan.® Here again, Sprint’s out of
bounds “solution” for complying with the forbearance grant isto reverse it and require AT&T to
continue performing all of the functions from which it just received forbearance.*®

Finally, there is no need for any Commission clarification that adoption of AT&T'S
Compliance Plan will not preclude states from obtaining the information they need for legitimate
regulatory purposes®® AT&T has aways worked with states to provide them with data they
need for legitimate regulatory purposes, and AT& T will continue to do so. And, such concerns
are especially misplaced here given that AT& T isno longer subject to rate-of-return regulation in
any state, making the separations data at issue here entirely irrelevant. Similarly, the assertions
by Sprint and Ad Hoc that approving AT& T’ s Compliance Plan could somehow impair the Joint
Board's separation reform is also misguided. To the extent the Joint Board needs separations
data, such datais available from AT& T and other carriers through 2007, and will continue to be
available from other carriers even after 2007. Thus, because the Board must complete its
activities by July 2009, it clearly will have al of the separations data it needs (if it needsit at all)
to finalize its proposals and, to the extent AT& T would have responded to a data request prior to

the FCC granting Forbearance, AT& T can till respond using the 2007 data.

18 Sprint at 10-12.

9 gSprint’s claimed concern about cross-subsidization is baseless because AT&T's rates are
governed solely by price caps. Under that system, the cost allocation rules play no role in
determining what prices AT& T may charge for any service, competitive or non-competitive.
Accordingly, the cost allocation rules are irrelevant to Section 254(k), because even if AT&T
were to “misallocate” costs to regulated services, such misallocations would have no effect on
AT&T'’s price caps and AT&T would not gain any ability or opportunity to subsidize any
services. See AT& T Compliance Plan at 8-10.

20 State Members of the Joint Board on Separations at 3.



. OPPONENTS PROPOSED “BLUEPRINT” COMPLIANCE PLAN WOULD BE
FAR MORE COMPLEX THAN THE CURRENT RULES AND WOULD BE
COMPLETELY UNNECESSARY.

Although the Commission’s Forbearance Order required AT&T to submit a proposed
Compliance Plan, the order’s opponents did not wait for AT& T’ s submission but rather rushed
out their own “compliance plan,” which they call a“Blueprint.”** Ad Hoc and Sprint hawk the
Blueprint as a “streamlined” cost assignment process that would “drastically reduce” AT&T's
“current compliance burden.”?®> The truth is the exact opposite. The Blueprint would require
AT&T and the Commission to develop a very different, but in many ways much more complex,
system of cost assignment than exists today, which would not only require AT&T to perform
virtually all of the tasks it performs today and more, but also to develop entirely new studies and
methods to give effect to the Blueprint’s very different cost assignment philosophy. The
Blueprint would be burdensome, unnecessary, and arbitrary, for several reasons.

First and most fundamentally, the entire concept of the Blueprint is misguided. The
Commission’s central holding in the Forbearance Order was that the cost assignment system, as
it relatesto AT&T, is not necessary or even used for any regulatory purpose. Accordingly, the
Commission granted forbearance from those rules —i.e., it held that requiring AT& T to maintain
and report complex cost assignment data on an ongoing basis is not necessary to ensure just and

reasonable rates, or to protect consumers, or to promote the public interest.?® In light of those

2 Letter from James Blaszak (Ad Hoc) to Marlene Dortch (FCC), dated July 7, 2008) (“Ad Hoc
Blueprint Proposal”).

22 See Ad Hoc at 4 (Blueprint “would greatly simplify AT& T’ s data collection duties’); Sprint at
12 (Blueprint would “drastically reduce AT&T’s current Cost Assignment Rule compliance
burden”).

3 See Forbearance Order 11 15-45; see id. 45 (we view it as inconsistent with the public
interest, under section 10, to maintain costly requirements in exchange for benefits that are
speculative in nature and for uses that do not currently exist”).



holdings, all that is required now are reasonable steps that would allow AT&T to produce usable
and timely cost assignment data in the unlikely event that the Commission would ever want to
examine such data in a future proceeding.®* It would be completely inconsistent with the
forbearance that has been granted to read the Forbearance Order as requiring a full-blown
aternative cost assignment system that AT& T would be required to maintain and to report
publicly on an ongoing basis”® — much less the radically different system envisioned by the
Blueprint (under which AT&T would report data in a format preferred by Ad Hoc but which
bears no resemblance to anything AT&T or anyone else does now). The Commission is not
going to use the data generated by the Blueprint for any foreseeable day-to-day purpose, and the
Commission expressly held that one of the mgjor public interest benefits of forbearance was the
elimination of precisely the costs and administrative burdens inherent in such an ongoing
system.®

Ad Hoc and Sprint insist, however, that their proposal would not be burdensome for
AT&T, because the Blueprint envisions a much more “streamlined” approach than the current
rules. The redity is that the Blueprint's approach would be even more complicated and
burdensome than what AT& T does today. Under the Blueprint’s approach, AT&T would still
have to maintain a complex tracking system in which AT& T employees place appropriate codes

on every single cost, just as they do today.?” The Blueprint, however, would require an entirely

241d. 931

? See, e.g., id. 140 (“there is sufficient evidence in the record to show that the Cost Assignment
Rules significantly increase AT&T's operating costs, and that the elimination of the Cost
Assignment Rules will likely result in substantial cost savings and enable AT&T to compete
more effectively”).

26 1d. 97 40-45.

2l Cf. id. 7 43 (public interest benefit of forbearance was elimination of need to “direct
considerable financial and personnel resources ‘to utilize a complex hierarchy to track, value and

10



different set of codes than AT&T or any other carrier has ever used, and thus AT& T would not
only have to create an entirely new set of studies and methodologies to implement the Blueprint,
but it would have to train asmall army of people to become Blueprint experts.

Ad Hoc's charts purporting to explain the “simplified” nature of the Blueprint are
particularly laughable® Ad Hoc may have deleted some boxes from the second picture, but that
cannot change the reality that AT& T would have divide all of these costs into interstate/intrastate
and regulated/non-regulated (as in the first chart), which would require an enormous number of
steps involving an enormous number of people. Indeed, if Ad Hoc's Blueprint were an
architectural blueprint, it would be a stick figure drawing of a 100-room castle — with no specific
instructions as to how to construct or maintain such a monstrosity. And any attempt to work out
the thousands of details inherent in the Blueprint's scheme would improperly turn this
proceeding — which is supposed to be about forbearance from these rules — into the equivalent of
a full-blown rulemaking for a new set of rules to replace the ones from which AT&T received
forbearance.

For example, Ad Hoc and Sprint claim that the Blueprint should be much easier to
implement because it relies as much as possible on “direct assignment” of costs. This is
ridiculous; given the extraordinary array of services AT&T provides today, there are very few
aspects of the network that could be directly assigned to any single service or function. Ad
Hoc’'s own explanation confirms this. in its list of the functional categories covered by the
Blueprint approach, almost every single one — dedicated interoffice transport, end-user common

line loop for voice, wholesale common line loops, local switches, and packet switches — is

record affiliate transactions, to allocate costs of regulated and non-regulated services, to
maintain, update and audit its Cost Allocation Manual, to jurisdictionalize intra and interstate
costs and to apportion interstate costs to interstate service baskets. . .’”).

28 See Ad Hoc Blueprint Proposal at 2-3.
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expressly identified as “mixed use.”?® Equally important, even the three types of equipment Ad
Hoc identifies as directly assignable — dedicated loop plant, multiplexing equipment, and
broadband packet switching equipment®® — are not really susceptible to direct assignment,
because each of those types of equipment is used to provide a wide variety of services. And
even if some nontrivial portion of AT&T’'s costs were directly assignable, that would save
AT&T very little work relative to the current system; AT& T would still have to train and deploy
alarge body of people who would have to make countless judgments about whether a given cost
should be directly assigned or set aside for allocation.®

Moreover, the Blueprint would require AT&T to alocate costs to a whole range of
categories that no carrier has ever been required to track before. Contrary to Ad HocC's
contention, for example, dedicated loops (channel terminations and entrance facilities) for
gpecial and switched access are not 100% interstate today nor could they be directly assigned
and AT&T would have to perform special cost studies to determine how such costs would be
assigned within the framework of the Blueprint.*®* Similarly, AT&T has never tracked facility
detail for cost assignment purposes for interoffice transport facilities, wholesale loops used for
unbundled network elements, loops used for DSL or U-verse services, or packet switching
facilities® AT&T would have to perform specia studies to determine whether AT&T could

even reasonably obtain such detail, and if so, how it would assign the costs under the Blueprint.

? See Ad Hoc Blueprint Proposal at 6.
¥ seeid. at 7.

3L For the same reason, the fact that the Blueprint would relegate some costs to a “residual”
category saves little work; AT& T would still have to train and retain a workforce to code each
cost properly and to make appropriate judgments about whether each cost (or some portion of it)
fitsinto the residual or some other category.

% See Ad Hoc Blueprint Proposal at 6.
¥ seeid. at 6.
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The Blueprint would also require AT& T to distinguish certain cost categories by capacity level —
e.g., AT&T would be required to distinguish special access services provided at DS3 capacity
and below, at capacities greater than DS3, and via broadband packet switching® — something
AT&T has never done and which would require the development of entirely new burdensome
administrative systems to track.*® Most fundamentally, however, any assignment of the costs for
these facility categories would be entirely arbitrary, and would inevitably lead to intractable
debates about how best to implement the Blueprint. Indeed, one of the principal holdings of the
Forbearance Order is that there is no point in making AT&T —and AT& T alone — spend time
and effort trying to “shoehorn” the costs of today’s innovative and dynamically changing
services into the wholly arbitrary categories inherent in any cost assignment system.*

Equally troubling, the Blueprint’s proposed method for allocating the cost of mixed use
facilities — which would be necessary for almost all of AT&T’s costs, since very few would be
directly assignable — is also wholly arbitrary and burdensome. Using interoffice transport as an
example, Ad Hoc explains that the Blueprint would require AT&T to assign costs based on the
portion of the capacity of each facility that is used to provide switched and special access
channels, non-dedicated switched access, and Internet services® AT&T has never tried to

apportion traffic on network facilities by capacity, nor is it even clear how one would do that.

% seeid. at 5.

% Even more outrageous, the Blueprint would require AT&T to go back in time and re-analyze
special access facility assignments during the period of the separations freeze in accordance with
the Blueprint’ s dictates. See Ad Hoc Blueprint Proposal at 7 n.10 (“an analysis of plant additions
during the ‘freeze’ period would need to be undertaken to alow ‘direct assignment’ of the plant
additions that undertaken specially to support special access during that time frame”).

% Forbearance Order 42 (noting that for every new broadband service AT& T seeks to offer, it
must “conduct an exhaustive analysis of every part of the network” and sometimes make up to
100 allocation decisions, even though those rules were designed for an analog, single purpose,
circuit-switched network); seealso id. 1 17.

3" See Ad Hoc Blueprint Proposal at Appendix A.
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Indeed, any attempt to allocate voice and data services by the capacity of the facility would be
inherently arbitrary, because there is no theoretically obvious method for dividing a facility
between a voice service that uses dedicated channels and a data service that is “aways on” and
being dynamically routed through many paths ssimultaneously with the use of packets. The
Commission has recognized this very difficulty, and that is why, in the Wireline Broadband
Internet Access Order, the Commission required incumbent LECs to continue treating wireline
broadband Internet access services as regulated services — specifically because the Commission
did not want carriersto have to perform afull Part 64 analysis of these services when the benefits
of such an analysis would be negligible and the results would likely be arbitrary.®

In short, there is no reason in the world for the Commission even to consider the
Blueprint as a “compliance plan.” The Blueprint’s authors did not design it to serve the
Commission’s purposes (which are merely to ensure that AT& T can quickly generate usable cost
assignment data on the extremely small chance that the Commission may one day want it).
Rather, the sole purpose of the Blueprint, which Ad Hoc and Sprint hardly conceal, is to force
AT&T to generate a new set of data from which they can repeat their discredited arguments that

ARMIS-generated rate-of-returns for special access require those services to be re-regulated.®

% Report and Order, Appropriate Framework for Broadband Access to the Internet over Wireline
Facilities, 20 FCC Rcd. 14853, 11 130, 134 (2005) (“Requiring that incumbent LECs classify the
provision of broadband Internet access transmission provided on a nhon-common carrier basis as
a nonregulated activity under part 64 would mean, among other matters, that incumbent LECs
would have to develop, and we would have to review, methods for measuring the relative usage
that this transmission and the incumbent LECs' traditional local services make of incumbent
LECs transmission facilities. . . . [the Commission agreed that such an analysis] would impose
significant burdens on [LECs] with little discernible benefit. . . . The proceedings to set these
measures would be both resource-intensive and, given the changes in network technology from
the time when the part 64 cost alocation rules were developed, likely to lead to arbitrary cost
allocation results’).

% Indeed, a central feature of the Blueprint is that AT& T must make the resulting data publicly
available on an ongoing basis, so that Ad Hoc’'s and Sprint Nextel’s consultants can mine it for

14



Indeed, everything about the Blueprint is rigged to pull as much cost from special and switched
access services as possible: that is why it requires absurdly granular cost assignment data for
special access services that have never been required before; that is why it arbitrarily assigns
100% of the cost of many broadband investments to nonregulated services; that is why it
arbitrarily assigns al investments used to provide broadband Internet access to nonregulated
Internet access services.”

Although AT&T has addressed these parties special access arguments on numerous
occasions, it bears repeating here again: None of these cost assignments matter. There is no
basis for using ARMIS-generated rate of return estimates as a ground for re-regulating special
access. The Commission has aready rejected claims that special access caps should be
reinitialized on the basis of ARMIS-generated returns*; the seven-year-old separations freeze,
on which the Blueprint would continue to rely, has rendered the already arbitrary cost allocations

in ARMIS more and more wildly inaccurate every year; * and even if the Commission were to

meaningless rate-of-return figures. See, e.g., Sprint Nextel at 5 n.14 (“it is critically important
that the information generated from the AT& T compliance plan (if and when it is approved) be
publicly available in a searchable format to provide all interested parties complete access to such
data’); see also Ad Hoc at 5 n.8.

“0'It should be noted that the entirety of the vast amount of meaningless figures that would be
generated by the Blueprint, focused as it is on distinctions within the interstate jurisdiction
related to special access, would be useless to any state commission.

1 See Order And Notice Of Proposed Rulemaking, Special Access Rates for Price Cap Local
Exchange Carriers, AT&T Corp. Petition for Rulemaking to Reform Regulation of Incumbent
Local Exchange Carrier Rates for Interstate Special Access Services, 20 FCC Rced. 1994, 1 129
(2005) (rejecting request for interim special access rate reductions that was premised on ARMIS
rates of return, and expressly “question[ing the] central reliance on accounting rate of return data
to draw conclusions about market power” because “[h]igh or increasing rates of return calculated
using regulatory cost assignments for special access services do not in themselves indicate the
exercise of monopoly power”).

“2 Report and Order, Jurisdictional Separations and Referral to the Federal-State Joint Board,
16 FCC Rcd. 11382, 112 (2001) (“Separations Freeze Order”) (“rapid changes in
telecommunications infrastructure” will cause “cost shifts in separations results because these

15



replace Part 64 with the Blueprint’s arbitrary alternative assumptions, the Commission’s ARMIS
data were never intended to be used to calculate service-specific returns in the first place®
These parties “Blueprint” thus confirms again that the Commission should put an end to all of
this once and for all by closing down the special access re-regulation proceeding as soon as
possible, and it certainly should not put itself and AT&T through the time, effort and expense of
generating this meaningless mass of data just so Ad Hoc and Sprint Nextel can make another

basel ess argument in the special access proceeding.

and other new technologies . . . as well as a competitive local exchange marketplace” have not
been appropriately incorporated into the “current Part 36 rules’); Notice of Proposed
Rulemaking, Jurisdictional Separations and Referral to the Federal-Sate Joint Board, 12 FCC
Rcd. 22120, 1 9-16 (1997) (acknowledging in the late 1990's that a comprehensive review of
the separations factors was necessary in light of the fundamental changes in telecommunications
networks that had already taken place).

“3 Order on Reconsideration, Policy and Rules Concerning Rates for Dominant Carriers, 6 FCC
Rcd. 2637, T 199 (1991) (category-specific returns reported in ARMIS “do[] not serve a
ratemaking purpose”’); Second Report and Order, Policy and Rules Concerning Rates for
Dominant Carriers, 5 FCC Rcd. 6786, 1380 (1990) (“the collection of rate of return data on an
access category or rate element level is improper and unnecessary for price cap LECS’); seeid.
(thereis“no need for disaggregated rate of return data.”).
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CONCLUSION

AT&T's Compliance Plan should be approved.

Respectfully Submitted,

/s/ Theodore C. Marcus

David L. Lawson Theodore C. Marcus

Sidley Austin LLP Gary L. Phillips

1501 K St., N.W. Paul K. Mancini

Washington, D.C. 20005 AT&T Inc.

(202) 736-8000 1120 20th Street, NW
Suite 1000
Washington, DC 20036
(202) 457-2044

Attorneys for AT&T Inc.

September 3, 2008
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