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REQUEST: Please  provide  a  list  of  all  of  AT&T’s  domestic  affiliates  that 

provide telecommunications services, information services, and CMRS 
services to retail and / or wholesale customers, identifying for each 
affiliate listed whether it: (i) is an ILEC; (ii) provides telecommunications 
services, information services, or CMRS services; and (iii) serves retail 
endusers, wholesale end-users, or both. 

 
RESPONSE: Objection.  This request is overly broad, unduly burdensome, and not 

reasonably calculated to lead to the discovery of admissible evidence. 
Without waiving this objection, the following domestic AT&T affiliates 
operate in Kentucky: 

 
(a) BellSouth Telecommunications, Inc., d/b/a AT&T Kentucky, is an 

ILEC that provides telecommunications and information services, 
and serves both retail and wholesale customers. 

(b) AT&T Communications of the South Central States, LLC, is a 
CLEC and an interexchange carrier (“IXC”) that provides 
telecommunications and information services and serves retail 
customers.    

(c) BellSouth Long Distance, Inc. d/b/a AT&T Long Distance Service 
is an IXC that provides telecommunications services, and serves 
retail customers.   

(d) SBC Long Distance, LLC d/b/a AT&T Long Distance, is an IXC 
that provides telecommunications services, and serves retail 
customers.   

(e) TCG Ohio is a CLEC that provides telecommunications and 
information services, and serves retail end users.   

(f) New Cingular Wireless PCS, LLC d/b/a AT&T Mobility is a 
wireless carrier that provides wireless services, and serves retail 
and wholesale customers. 

(g) Cincinnati SMSA Limited Partnership d/b/a AT&T Mobility is a 
wireless carrier that provides wireless services, and serves retail 
and wholesale customers.   
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any elasticity of  

demand  information,  including  but  not  limited  to  cross-elasticity  of  
demand  information, (whether produced by AT&T or obtained from other 
sources by AT&T) to determine how much any increases to local retail 
wireline rates will affect customer subscription or line counts related to 
wireline  service?    If  so,  please  provide  in detail  the  results  of  such  
review/analysis and  the documents reviewed.  

 
 
RESPONSE: Objection.  This request is overly broad in its scope and to the extent it 

encompasses elasticity studies for other carriers, it requests information 
that AT&T does not have.  Without waiving this objection, AT&T does 
not have an elasticity of demand study, and does not believe one is 
necessary in this case.  The proposed reform is only intended to move the 
LECs’ local rates closer to cost – a natural aspect of a well-functioning 
market that leads to robust competition, and that is to the ultimate benefit 
of Kentucky consumers.  The revenue neutral rate rebalancing that AT&T 
proposes will also mean that the LECs’ services are being supported more 
so by the rates charged to their own consumers, and less so by hidden, 
implicit and unfair subsidies extracted from other companies’ customers.  
As a result, all consumers will receive the correct price signals and would 
be free to make the best decisions for them vis-à-vis the alternative 
services in the market. The result of such natural rate restructuring is 
superior to any artificial outcome from the existing implicit subsidy 
systems.  
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REQUEST: For each calendar year 2005 through 2010, please identify in detail the 
total number of revenue-producing access lines (separately both for wholesale and retail) 
that AT&T provides in Kentucky for the following:  
 

a. Standalone basic local residential service;  
 
b. The total number of residential lines of all kinds;  
 
c. Standalone basic local business services; and  
 
d. The total number of business lines of all kinds.  

 
 
RESPONSE: Objection.  The information requested is not relevant or reasonably 

calculated to lead to the discovery of admissible evidence.  The number of 
access lines and basic access lines AT&T Kentucky had in each of the past 
five years has no bearing on the intrastate access rates of the RLECs 
requesting this information.  AT&T has indicated it has no access revenue 
shift for which it is requesting recovery.  Without waiving this objection, 
AT&T states the information requested is proprietary and confidential 
pursuant to KRS 61.878, and will be provided pursuant to an appropriate 
non-disclosure agreement with the RLECs.  Accordingly, and concurrent 
with its response to this Data Request, AT&T Kentucky is filing a Petition 
for Confidentiality with the Kentucky Public Service Commission. 

 
a. AT&T Kentucky will provide the total number of standalone basic local 

residential service lines to the extent it is available as a supplemental response 
to this request. 
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b. The total numbers of residential lines of all kinds for each of the following 

years are: 
  

AT&T Kentucky Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 

Retail Residential Lines  XXXXX  
      

XXXXX  
      

XXXXX  
    

XXXXX    XXXXX  
  

XXXXX  

Wholesale Residential Lines   XXXXX  
        

XXXXX  
        

XXXXX  
      

XXXXX  
    

XXXXX  
    

XXXXX 
 
c. AT&T Kentucky will provide the total number of standalone basic local 

business services to the extent it is available as a supplemental response to this 
request. 

 
d. The total numbers of business lines of all kinds for each of the following years 

are:  
 

AT&T Kentucky Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10 

Total Retail Business Lines 
      

XXXXX  
      

XXXXX  
      

XXXXX  
    

XXXXX  
  

XXXXX  
  

XXXXX  

Total Wholesale Business Lines 
        

XXXXX 
        

XXXXX 
        

XXXXX  
      

XXXXX  
    

XXXXX  
    

XXXXX  
 
 
 
  

 
 

Contains AT&T Proprietary Information  
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REQUEST: For each calendar year 2005 through 2010, how many of AT&T’s 

customers  in  Kentucky,  by  number  and  percentage  of  its  total  
Kentucky  customer  base, purchased  or  are  purchasing  bundles  of  
services?    For purposes of this question, “bundles of services” is defined 
as local service plus any other type of telephone or information service.  

 
 
RESPONSE: Objection.  The information requested is irrelevant and not reasonably 

calculated to lead to the discovery of admissible evidence.  Without 
waiving this objection, AT&T will provide as a supplemental response to 
this request the number of AT&T Kentucky’s customers that purchase 
bundles of services in Kentucky to the extent that such information is 
available after reasonable search.  
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REQUEST: For each calendar year 2005 through 2010, please provide in detail  

the following information:  
 
a.  Volume  of  intraMTA  calls  that AT&T  terminated  in 
Kentucky  on  behalf  of  all wireless carriers;  

 
b. Volume of minutes and dollars that AT&T billed wireless 
carriers in Kentucky for reciprocal compensation;  

 
c. Volume of minutes and dollars that AT&T billed wireless 
carriers in Kentucky for intrastate access;  

 
d. Volume of minutes and dollars that AT&T billed for intrastate 
wireline access services  

i. Terminating; and  
ii. Originating;  

 
e.  Volume  of  minutes  and  dollars  that  AT&T  was  billed  for  
intrastate  wireline access services  

i. Terminating; and  
ii. Originating.  

 
 
RESPONSE: The information requested is proprietary and confidential pursuant to KRS 

61.878, and will be provided pursuant to an appropriate non-disclosure 
agreement with the RLECs.  Accordingly, and concurrent with its 
response to this Data Request, AT&T Kentucky is filing a Petition for 
Confidentiality with the Kentucky Public Service Commission. 

 
a. AT&T does not track call volumes so does not have the information 
requested.  
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b. The volumes of minutes and dollars that AT&T billed wireless carriers 
in Kentucky for reciprocal compensation for each of the following years 
are: 

 
MOUs  Dollars  

 
2006 XXXXXX XXXXXX 
2007 XXXXXX XXXXXX 
2008 XXXXXX XXXXXX 
2009 XXXXXX XXXXXX 
2010 XXXXXX XXXXXX 

 c. The volumes of minutes and dollars that AT&T billed wireless carriers 
in Kentucky for intrastate access for each of the following years are: 

 
   MOUs  Dollars  
 

2006 XXXXXX XXXXXX 
2007 XXXXXX XXXXXX 
2008 XXXXXX XXXXXX 
2009 XXXXXX XXXXXX 
2010 XXXXXX XXXXXX 

 
 d. The volumes of minutes and dollars that AT&T billed for intrastate 

wireline access services for terminating and originating for each of the 
following years are: 

 
MOUs   Dollars  

 
2006 XXXXXX  XXXXXX 
2007 XXXXXX  XXXXXX 
2008 XXXXXX  XXXXXX 
2009 XXXXXX  XXXXXX 
2010 XXXXXX  XXXXXX 

  
               
 
              Contains AT&T Proprietary Information   
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e. AT&T will provide as a supplemental response to this request the 
volumes of local switched minutes and dollars that AT&T was billed for 
intrastate wireline access services for terminating and originating for each 
of the years requested to the extent they are available.   
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REQUEST: Please provide separate estimates of the percentage of terminating 

intercarrier traffic AT&T and any of the entities identified in response to 
Request No. 1 above  receive both in Kentucky and nationwide that lacks 
sufficient call detail or signaling information to either:  

 
a. Identify the carrier financially responsible for intercarrier 
charges; or,  
 
b. Apply the proper compensation regime for interstate access, 
intrastate access, and reciprocal compensation (such traffic is 
generally and collectively known as “phantom traffic”).  

 
 
RESPONSE: Objection.  The information requested is overly broad and unduly 

burdensome and not reasonably calculated to lead to the discovery of 
admissible evidence.  Without waiving this objection, AT&T states that is 
does not have any data upon which to formulate a response to this request. 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
regarding the so-called “subsidy” the RLECs receive in providing 
Kentucky intrastate access service?   If so, please provide in detail the 
results of such review/analysis and the documents reviewed.   

 
 
RESPONSE: Objection.  This request is overly broad and is unclear as to what is being 

requested.  Without waiving this objection, AT&T states that during the 
monopoly era, states set prices for some services (such as intrastate long-
distance toll service, and local service for business customers) above cost, 
to subsidize below-cost prices for other services (such as residential local 
exchange service) in order to promote the goal of universal service and 
increase basic telephone penetration.  That implicit subsidy still remains in 
the switched access rates that RLECs charge.  No study is necessary to 
understand this historical fact, and one can simply refer to the RLECs’ 
access tariffs and note (for example) the NTSRR charge that is purely a 
subsidy element.  An additional implicit subsidy is produced by the rate 
differentials in other access elements, which can be identified by 
comparison of the RLECs’ state and federal tariffs.  AT&T has not 
performed an analysis to estimate the total magnitude of the RLECs’ 
subsidies, but such an analysis is not necessary.  The Commission can be 
confident that removing the amount of implicit subsidies associated with 
the difference between the RLECs’ state and federal switched access rates 
is a great first step in the right direction, and even federal switched access 
rates themselves will still include some amount of implicit subsidy that the 
FCC plans to address.    
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REQUEST: Does AT&T or any of the entities identified in response to Request No.  1 

above that operate in any other state mirror their interstate and intrastate 
access rates or any individual rate elements?  If so:  

 
a. Please list all states where the appropriate AT&T entity mirrors 
these rates or rate elements;  
 
b. Please describe the proceedings or legislation that led the AT&T 
entity to mirror these rates and list the applicable docket numbers 
or code citations;  
 
c. Please  state whether  the  affected AT&T  entity  appealed  any  
order  of  any  State commission or challenged any statute involved 
in (a) or (b) above. If yes, please identify each appeal or challenge; 
and,   
 
d. If the response to (c) is anything other than an unqualified no, 
please describe the disposition of each appeal or challenge.   

 
 
RESPONSE: 
 

a. AT&T ILECs’ intrastate access rates either mirror or are less than their interstate 
access rates in the following states: Georgia, Kentucky, Tennessee, Mississippi, 
Kansas, Texas, Nevada, Indiana, Ohio, Michigan, Wisconsin, and Illinois.    
 
AT&T CLECs are subject to capping rules constraining their intrastate access 
rates in the following 28 states: Alaska, California, Colorado, Connecticut, 
Delaware, Georgia, Illinois, Indiana, Iowa, Louisiana, Maine, Maryland, 
Massachusetts, Michigan, Missouri, New Hampshire, New Jersey, New Mexico, 
New York, Ohio, Pennsylvania, San Diego, Tennessee, Texas, Virginia, 
Washington, West Virginia, and Wyoming.  
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b. See Attachment 1, which is a summary of those states that have either a cap or a 

limitation on CLEC Intrastate Access rates; Attachment 2, which is a map 
detailing the current state of access reform through the 50 states; and Attachment 
3, which is a document outlining the states that have intrastate and interstate 
access rate  parity. 

 
c. See AT&T’s Response to RLEC Data Requests Item No. 8b, Attachment 1 that 

contains citations to relevant publicly available information.  Any appeals, if one 
was filed, can be found in the public records of the cases cited therein. 

 
d. See AT&T’s Response to RLEC Data Requests Item No. 8b, Attachment 1 that 

contains citations to relevant publicly available information. 
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REQUEST: Please indicate when AT&T Kentucky began to mirror its interstate rates 

for intrastate access rates or any individual rate elements.   
 
 
RESPONSE:  AT&T Kentucky began mirroring its intrastate switched access rates to its 

interstate switched access rates or individual rate elements effective 
January 2, 1996, and eliminated the NTSRR element on October 1, 2000. 
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REQUEST: With respect to AT&T’s response to Request No.  9 above, did  

AT&T  produce,  assess,  review  or  analyze  any  information  (whether  
produced  by  AT&T  or obtained  from  other  sources  by  AT&T)  
estimating  or  calculating  the  financial  impact  of mirroring prior to its 
decision to mirror its rates?  If yes, please provide in detail the results of 
such review/analysis and the documents reviewed.   

 
 
RESPONSE: Objection.  The information requested is irrelevant, not reasonably 

calculated to lead to the discovery of admissible evidence, and has no 
value since AT&T Kentucky has no access shift to be recovered.  Without 
waiving its objection, AT&T Kentucky states that pursuant to Commission 
orders well over a decade ago, AT&T Kentucky made the appropriate 
filings to move its intrastate switched access rates to mirror its interstate 
access rates (including the elimination of the NTSRR charge to carriers).   
Quite simply, AT&T Kentucky is supporting access reform that requires 
the remaining Kentucky ILECs and CLECs to do the same, albeit over a 
decade later.    
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
comparing or contrasting the cost methodology used by the RLECs in 
providing Kentucky intrastate access service with the cost methodology 
used by the RLECs in providing interstate access service as regulated by 
the Federal Communications Commission (the “FCC”)?   If so, please 
provide the results of such review/analysis and the documents reviewed.   

 
 
RESPONSE: AT&T has not reviewed any RLEC’s cost study or their methodology. 

Engaging in such activities would be fruitless as such costs are irrelevant 
to the investigation into the RLEC switched access rates especially when 
the proposed reduction in access rates would be rebalanced in a revenue 
neutral manner.  Moreover, the RLECs perform materially the same 
function for providing interstate switched access service as they do for 
providing intrastate switched access service, and regardless of what 
methodology the RLECs use to calculate those costs such costs are 
virtually identical.  The RLECs have been charging their interstate rates 
for all interstate traffic since 2001, and AT&T is not aware of any instance 
where the RLECs have successfully claimed that those rates are not 
compensatory.  AT&T has only suggested that the Commission order the 
RLECs to charge the same compensatory rates for their intrastate traffic.  
AT&T does not propose that those rates be reduced to, or below, cost. 
The AT&T Plan, as proposed, raises no concern with respect to cost 
recovery because it proposes that the RLECs only reduce their intrastate 
rates to their corresponding interstate levels, which are above costs, and 
provides the RLECs the opportunity to fully rebalance any resulting 
revenue reductions. 

 
 
 
 
  



AT&T Kentucky 
KY PSC Docket No. 2010-00398  

RLECs First Data Requests 
May 2, 2011 
Item No. 12 
Page 1 of 1 

 
 
 
REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
quantifying the nature, methodology, and calculation of how to ensure 
reductions in access rates are reflected in  rates  paid  by  long  distance  
service  end  users?    If so, please provide the results of such 
review/analysis and the documents reviewed.   

 
RESPONSE: Intrastate switched access charges are a principal component of the 

wholesale costs that wireline long distance carriers incur when they 
provide retail long-distance service.  In fact, today in certain instances 
AT&T must pay per-minute intrastate access charges that are higher than 
its per-minute retail prices for long-distance service.  Obviously, high 
wholesale costs drive up retail prices; conversely, it is just as obvious that 
decreases in the wholesale costs of providing a service lead to decreases in 
retail prices for that service.  The FCC has reduced switched access rates 
for interstate calls, and over 20 states have tracked the FCC’s reforms on 
the intrastate side.  

 
See Attachment 1 that depicts 19 state charts showing that AT&T long 
distance prices declined faster than access rate reductions over time in 
various states.  The information requested is proprietary and confidential 
pursuant to KRS 61.878, and will be provided pursuant to an appropriate 
non-disclosure agreement with the RLECs.  Accordingly, and concurrent 
with its response to this Data Request, AT&T Kentucky is filing a Petition 
for Confidentiality with the Kentucky Public Service Commission. 

 
There have been several studies over the years that have reached the same 
conclusion as depicted in these charts, i.e., decreases in the wholesale 
costs of providing a service lead to decreases in retail prices for that 
service.  See e.g. “Regulatory Policy and the Reverse Cellophane Fallacy,” 
Debra J. Aron and David E. Burnstein, Journal of Competition Law and 
Economics (2010) 6(4): 973-994. See also, “INTERCARRIER 
COMPENSATION: A White Paper To The State Members Of The 
Federal-State Joint Board On Universal Service” by Dr. Robert Loube and 
Labros E. Pilalis, February 7, 2011, page 11, which can be found at: 
http://www.naruc.org/special/Intercarrier%20Compensation%20White%2
0Paper%202011%2002%2007.pdf 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
quantifying the nature, methodology, calculation, and level of retail rate 
benchmarks for Kentucky? If so, please provide the results of such 
review/analysis and the documents reviewed.   

 
 
RESPONSE: The process to set a benchmark level depends on several factors that could 

vary from state to state, so the concept of any particular study may not be 
applicable generally.  For example, a benchmark rate could be justified by 
calculating:  i) the rates that would have been charged had the RLECs 
adjusted their retail rates by inflation rates since their local rates were first 
established or last revised, or ii) the product of the highest urban retail rate 
times an escalation factor such as 125%, 135%, 110%, etc., to allow 
additional headroom for future rate flexibilities. The Commission could 
determine with any of these approaches the appropriate statewide 
benchmark in this proceeding for all LECs by applying the following 
guidelines:  

(1) first ensure that the benchmark allows as much recovery of the access 
reduction from end users as possible subject to any concern about the 
impact on consumers.  This will encourage the right consumer incentives 
and at the same time limit the burden on the Kentucky USF (which will 
ultimately be funded by all Kentucky consumers); and  

(2) narrow the gap between urban and rural retail rates to ensure that when 
urban consumers (who currently pay higher retail rates) are being asked to 
help pay the costs of serving rural consumers, the rural consumers’ rates 
must first be reasonably comparable to similar services in urban areas.  
For example, consumers currently paying $18.95 in Lexington should not 
be overburdened with an oversized Kentucky USF surcharge just so other 
consumers, for example, those in Brandenburg, could continue to pay 
heavily-subsidized retail basic rates as low as $5.60 per month.   

AT&T has not proposed a Kentucky specific benchmark, but note that 
some of the highest urban retail rates tend to range between $18.00 and 
$24.00, so a benchmark in this range provides a good starting point for 
discussion and analysis. 
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REQUEST: Has AT&T produced, obtained, assessed, reviewed or analyzed any  

information  (whether  produced  by  AT&T  or  obtained  from  other  
sources  by  AT&T) quantifying  the  impact  of  access  rate  arbitrage  in  
Kentucky?    For  purposes  of  this  request, “access rate arbitrage” means 
the intentional or erroneous rating of a telephone call that masks its actual 
point of origination in order to take advantage of a lower access rate 
(whether interstate or intrastate).  If so, please provide the results of such 
review/analysis and the documents reviewed.   

 
 
RESPONSE: Carriers that pay high intrastate access charges have an incentive to evade 

them if the interstate-intrastate differential is too great.  For example, high 
switched access rates could encourage “buying” carriers to route traffic in 
such a way that makes it difficult or impossible to determine its 
jurisdiction.  AT&T is currently investigating a potential arbitrage 
situation and will supplement this request with any relevant and 
responsive documents at the appropriate time.   

 
Other carriers may fail to provide the necessary information required to 
apply the proper charges, either access for long distance traffic or 
reciprocal compensation for the exchange of local traffic, a practice 
known as “phantom traffic.”  Carriers that receive high access charges also 
have an incentive to generate increased traffic volumes.  “Traffic 
pumping” schemes, designed to drive massive volumes of traffic to adult 
chat lines and similar services via rural LECs and CLECs with high 
switched access rates, serve to highlight the potential for abuse.  See In the 
Matter of:  Complaint of Sprint Communications Company L.P. v. 
Bluegrass Telephone Company Inc. d/b/a Kentucky Telephone Company 
for the Unlawful Imposition of Access Charges, Ky. PSC Case No. 2010-
00012 (alleging a traffic pumping scheme).  See also Attachment 1, 
AT&T Letter dated October 27, 2009, to Honorable Henry A. Waxman 
(Chairman, Committee on Energy and Commerce), Honorable Rick  
Boucher (Chairman, Sub-Committee on Communications, Technology, 
and the Internet), and Honorable Bart Stupak (Chairman, Committee on 
Oversight and Investigation), regarding traffic pumping schemes. 
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REQUEST: Has  AT&T  produced,  obtained,  assessed,  reviewed  or  analyzed any  

information  (whether  produced  by  AT&T  or  obtained  from  other 
sources  by  AT&T) quantifying  the nature, methodology,  and  the  
appropriate  rate  to  be  paid  for  the  use  of  excess capacity  on  a  
network?    If  so,  please  provide  the  results  of  such  review/analysis  
and  the documents reviewed.   

 
 
 
RESPONSE: Objection.  AT&T is unsure of what this request is asking and does not see 

how the information requested is relevant as it does not appear to be 
reasonably calculated to lead to the discovery of admissible evidence.   

 
 
 
  



AT&T Kentucky 
KY PSC Docket No. 2010-00398  

RLECs First Data Requests 
May 2, 2011 
Item No. 16 
Page 1 of 1 

 
 
 
REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
that would support a finding that the intrastate rates of all ILECs in 
Kentucky, including those operating in rural  areas,  will  be  just  and  
reasonable  if  their  intrastate  access  rates  are  required  to  mirror 
interstate  access  rates?    If  so,  please  provide  the  results  of  such  
review/analysis  and  the documents reviewed.   

 
 
 
RESPONSE: It is just and reasonable to require all ILECs to have unified interstate and 

intrastate switched access rates, which is what AT&T proposes.  First, the 
ILECs have been charging their current rates for interstate switched access 
for years, and neither the FCC nor any court has found these interstate 
switched access rates are below their relevant costs, and the ILECs have 
not made any such claim.  Given that switched access for intrastate calls 
involves the same functions (and costs) as for interstate calls, interstate 
rates will also be more than sufficient to cover the ILECs’ costs for 
intrastate calls.   Second, long distance calls terminate in the same manner 
as local calls (using either end office or tandem office facilities) and the 
routing activity performed by the ILECs in termination of all types of calls 
is identical, so the cost of terminating a local call is the same in all 
material respects as the cost of terminating a long-distance call.  
Moreover, the local call termination rates are generally lower than the 
interstate rates even though the functions are materially the same. 
Therefore AT&T’s proposed plan that ILECs reduce their intrastate rates 
to their interstate levels is a more conservative approach than reducing 
intrastate switched access rates to reciprocal compensation levels or the 
ISP-bound traffic compensation rate of $.0007 per minute of use.  In 
addition, the current intrastate rate structure, which is well above interstate 
rates, is unjust and unreasonable because it harms Kentucky consumers, 
drives up long-distance prices, distorts competition, encourages arbitrage, 
discourages investment in advanced networks, and is unsustainable in 
today’s competitive markets. 
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REQUEST: In  those  states  where  AT&T  or  any  of  the  entities  identified  in 

response to Request No. 1 above operate, has AT&T produced, assessed, 
reviewed or analyzed any  evidence  (whether  produced  by  AT&T  or  
obtained  from  other  sources  by  AT&T) of consumer benefits in the 
form of lower longer distance rates or other service benefits as a result of 
the adoption of intrastate access reform measures similar to the ones 
AT&T proposes here?  If so, please identify the specific consumer benefit 
that resulted, and please provide the results of such review/analysis and 
the documents reviewed. 

  
 
 
RESPONSE: See AT&T’s Response to RLECs First Data Requests Item No. 12. 
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REQUEST: In AT&T’s plan, it proposes a five year glide path for intrastate access 

reform to be implemented in Kentucky.  Has AT&T produced, assessed, 
reviewed or analyzed any information (whether produced by AT&T or 
obtained from other sources by AT&T) that would support a finding that 
five years is the appropriate glide path for intrastate access reform in 
Kentucky?  If so, please provide the results of such review/analysis and 
the documents reviewed.   

 
 
RESPONSE: The “glide path” proposed by AT&T in Kentucky is for ILEC USF and 

local rate transition and assumes the AT&T proposed plan is used to 
implement switched access reform in Kentucky.   A copy of AT&T’s 
proposed plan is attached as Exhibit A to Comments of AT&T filed 
December 17, 2010, in this docket. 

 
To gain the immediate benefits of access reform as proposed in the AT&T 
plan, intrastate access rates would immediately mirror interstate rates.   
The shift in access revenue would be made up via the ability to rebalance 
local rates and a Kentucky USF.   Over the rebalance transition period, the 
Kentucky USF would decrease and ILECs would have the ability to adjust 
local rates to offset the decreasing USF.   
 
AT&T will provide more detail (as appropriate) in its testimony once 
actual data from the RLECs and other parties are provided in response to 
data requests. 
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REQUEST: In  those  states  that  have  implemented  intrastate  access  reform where  

AT&T  or  any  of  the  entities  identified  in  response  to  Request  No. 1 
operate, please provide the following:  

 
a.  The  cost  savings  per  state,  per  year  that AT&T  has 
experienced  as  a  result  of intrastate  access  reform.   Cost 
savings is defined for purposes of this question (including b., c., 
and d.  below)  as  the  dollar  amount  saved  as  a  result  of  the 
reduction in other ILECs’ intrastate access rates;  
 
b.  An  accounting  for  how  its  alleged  cost  savings  per  state,  
per  year  have  been allocated – to its subscribers in the form of 
reduced rates, to its shareholders in the form  of  profits,  or  to  
investment  in  broadband,  other  advanced  network technologies, 
or otherwise;  
 
c.  How  any  alleged  or  expected  cost  savings  would  be  
allocated  (between subscribers,  shareholders,  and  broadband  
investment)  under  the AT&T  Plan  in Kentucky; and  
 
d.  If  AT&T  has  invested  cost  savings  from  reduced  intrastate  
access  rates  into broadband  or  other  advanced  network  
technologies,  please  explain  in  detail  in what broadband or 
advanced network technologies in which it has invested.   

 
 
RESPONSE: a. Objection.  This request is overly broad and unduly burdensome, and is 

not reasonably calculated to lead to the discovery of admissible evidence.  
Without waiving its objection, AT&T states that to the extent the question 
implies that consumers did not benefit from past access reform, any 
alleged AT&T cost savings would have been zero since the market 
scenario described in response to Item No. 12 requires that providers will 
reduce retail prices when their wholesale costs decline.  Therefore, 
consumers will benefit from access reform as previous reforms have 
shown. 

 b. See AT&T’s Response to RLEC First Data Requests Item No. 32. 
 c. See AT&T’s Response to RLEC First Data Requests Item No. 32. 
 d. See AT&T’s Response to RLEC First Data Requests Item No. 32. 



AT&T Kentucky 
KY PSC Docket No. 2010-00398  

RLECs First Data Requests 
May 2, 2011 
Item No. 20 
Page 1 of 1 

 
 
 
REQUEST: In  Section  6.1  of  the  plan, AT&T  proposes  that  “[a]ll  providers 

having Kentucky  retail  intrastate  telecommunications  revenues would  
contribute  to  the KUSF, including wireline ILECs, CLECs, wireless 
carriers and IXCs.”  Please explain in detail AT&T’s position in Section 
6.1 as it relates to whether VoIP providers should also be required to pay 
into a proposed KUSF.   

 
 
 
RESPONSE: To the extent authorized by federal and state laws, it is AT&T’s position 

that state universal service contribution obligations should be applied in a 
competitively neutral manner to all providers.   
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REQUEST: In  those states  that  have  implemented  intrastate  access  reform where 

AT&T or any of the entities identified in response to Request No. 1 above 
operate, have AT&T  or  any  of  the  entities  identified  in  response  to  
Request  No.  1 above increased their  interstate  access  toll  rates  even  
after  intrastate  access  reform  had  been  implemented?    If so, please 
provide the names of these states and the amount of the increase(s).   

 
 
 
RESPONSE: The interstate and intrastate toll markets are undoubtedly competitive and 

have remained increasingly so for many years. It is inconceivable to 
contemplate, as this question implies, that any company operating in such 
a competitive market will be able to raise or maintain rates higher than the 
market price.  Public data from the FCC show that consumers have 
received substantial benefits from access reform in the form of lower 
interstate long-distance prices, and this is evident from the trends that 
show that interstate toll prices have consistently declined, thus tracking the 
FCC’s access reforms.  Attachment 1 depicts the trends noted in this 
response.   

 
 These results are not surprising.  It is an elementary economic principle 

that when the incremental cost of providing a service goes down, the 
provider will increase sales and maximize its profits by reducing its retail 
price.  This principle applies even to a pure, unregulated monopolist; the 
competitive pressures of today’s communications markets reinforce this 
economics concept.  Since competition for long distance service is even 
more robust now than in the past, it is clear that decreases in intrastate 
access charges will lead to lower long-distance prices for Kentucky 
consumers. 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
regarding the average per line cost of providing service in the RLECs’ 
service territories in Kentucky?  If so, please provide the results of such 
review/analysis and the documents reviewed.  

 
 
 
RESPONSE: AT&T has not reviewed or calculated the “average per line cost” for any 

RLEC because engaging in such activities will be fruitless and irrelevant 
to the investigation into the RLEC switched access rates.  AT&T’s plan 
only requires the RLECs’ intrastate rates to mirror their corresponding 
interstate levels and the proposed reduction in access revenue would be 
rebalanced in a revenue neutral manner.  AT&T does not seek to reduce 
the RLECs’ rates to cost.  Therefore, there is no need to review the 
RLECs’ average per line cost of providing service in their territories. 
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REQUEST: Please provide AT&T's company-wide return on equity percentage  

for the years 2005 through 2010. 
  
 
RESPONSE: Objection.  This request seeks information that is irrelevant and not 

reasonably calculated to lead to the discovery of admissible evidence, and 
is overly broad to the extent it seeks information for states other than 
Kentucky.  Without waiving these objections, AT&T states it is not rate-
or-return regulated and does not have these values readily available.  
AT&T’s Annual Reports for the past five years are publicly available at 
AT&T’s Investor Relations website:     

 
 http://www.att.com/gen/investor-relations?pid=9186 
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REQUEST: Explain  in  detail  why  AT&T’s  plan  does  not  propose  that  cost 

studies or earnings tests be required in order for ILECs to prove their costs 
of providing service in their respective service territories.     

 
 
 
RESPONSE: AT&T’s plan has only proposed that ILEC intrastate rates be reduced to 

mirror their interstate levels, not to cost, and to the extent necessary that a 
revenue neutral rebalancing be permitted to recover the shift in revenue.  
Therefore, no cost study review or earnings test would be necessary to 
implement AT&T’s proposal because the revenue neutral provisions of the 
plan will provide the ILECs the opportunity to maintain their earnings 
positions. 

 
 If there are any issues regarding any RLECs’ earnings that seriously 

require the Commission’s attention, it would not arise from AT&T’s plan 
and is not ripe for discussion in this docket.   
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REQUEST: Explain in detail how AT&T proposes that the Commission make a factual  

determination  that  current  intrastate  access  rates  are  unjust  or 
unreasonable  when compared to an ILEC’s actual cost of providing 
service if the Commission does not have resort to cost studies or earnings 
tests.   

 
 
 
RESPONSE: The Commission can make such factual determination easily without 

engaging in any review of any ILEC’s cost studies.  For starters, the 
Commission can recognize the fact that certain Kentucky ILECs currently 
charge intrastate switched access rates that are several multiples of their 
corresponding interstate switched access rates.  Considering that interstate 
and intrastate functions are materially the same, such a rate difference is 
unjust and unreasonable.  Regardless of what the these ILECs assert their 
costs to be, these ILECs cannot claim those costs are not materially the 
same for interstate and intrastate switched access services, and therefore 
charging intrastate rates that are higher than interstate rates is unjust and 
unreasonable. 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
that would support the assumption in Section 2 of its plan that the KUSF 
will be fully funded within 180 days after final Commission order?  If so, 
please provide the results of such review/analysis and the documents 
reviewed.     

 
 
 
RESPONSE: There are no documents responsive to this request.  AT&T’s plan did not 

indicate that the KUSF would be fully funded within 180 days.  For sake 
of clarity, Section 2 of the AT&T plan states:  

 
“One-hundred eighty (180)1 days following the Commission Order, each 
ILEC shall implement intrastate switched access rates that are identical, in 
the rate level and rate structure, to the ILEC’s interstate switched access 
rates.   Whenever changes occur to an ILEC’s interstate switched access 
rates and/or structure, the ILEC shall implement identical changes to its 
provision of intrastate switched access services.” 
 
1. The additional 150 days (five months) provided to ILECs would be 

used to implement a Kentucky Universal Service Fund (“KUSF”). 
 

As proposed, AT&T’s plan anticipates that a detailed time line on the 
establishment and funding of a KUSF will be determined during the 
proposed 180 days, at which time the Commission will create the fund and 
establish some level of funding sufficient to meet initial needs of fund 
recipients.  The administrative parameters of the KUSF would include the 
payout intervals and timing, and the schedule for future contributions 
beyond the initial fund support money.  AT&T believes it is a realistic 
possibility for these parameters to be established in 90 days so that at least 
90 days of contributions would have been accumulated by the 180-day 
mark.  Depending upon the payout parameters, it is possible that 
additional funding months may be available.  
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REQUEST: Explain  in  detail  how  AT&T  proposes  that  the  KUSF  will  be 

applied  or  funded  after  AT&T’s  proposed  five-year  glide  path  is  
complete.    Include in this explanation a particular discussion as to how 
the KUSF will continue to support the high cost of providing service 
experienced by the RLECs and assist them in maintaining their carrier of 
last resort obligations on a continuing basis.    

 
 
 
RESPONSE: As provided for in paragraph 7 of AT&T’s proposal, future RLEC funding 

needs and the process for applying for any funding after the five-year glide 
path is complete should be determined by the Kentucky Commission no 
later than December 1 of year five of the plan.  During review and 
reevaluation of the KUSF by the Kentucky Commission, the RLECs, as 
well as other interested parties, should have the opportunity to comment 
on the need for and structure of future KUSF support, and to provide the 
Commission with information to support their respective positions. 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
that would identify  all  states  that have  implemented  intrastate access  
rate  reform  specifically by  requiring that intrastate access rates mirror 
interstate access rates?  If so, please provide the results of such 
review/analysis and the documents reviewed.   

 
 
 
RESPONSE: Objection.  The information requested is as easily obtainable by the 

RLECs as by AT&T.  Without waiving this objection, see AT&T’s 
Response to RLECs First Data Requests Item No. 8b, Attachment 1, for a 
summary of states that have required some level of switched access 
reform.    
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information 

(whether produced by AT&T or obtained from other sources by AT&T) 
that would identify  all  states  that have  required  intrastate  access  rates 
mirror  interstate access  rates where AT&T or any of the entities 
identified in response to Request No. 1 above operate?  If so, please 
provide the results of such review/analysis and the documents reviewed.   

 
 
 
RESPONSE: Objection.  The information requested is as easily obtainable by the 

RLECs as by AT&T.   Without waiving this objection, see AT&T’s 
Response to RLECs First Data Request Item No. 28.    
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REQUEST: Explain  in  detail  what  the  result  was  for  AT&T  or  any  of  the 

entities  identified  in  response  to Request No. 1 above as it relates to  
basic  local,  broadband, intrastate long distance, and interstate long 
distance rates in those states identified in response to Request No. 28 
above, including specifically whether rates went up, down or remained the 
same and, if they went up or down, by how much, and over what time 
period.  

 
 
 
RESPONSE: Objection.  This request is overly broad and unduly burdensome.  The 

information requested can be researched by the RLECs.  Without waiving 
this objection, see AT&T’s Responses to RLECs First Data Requests Item 
Nos. 12 and 21. 
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REQUEST: Identify the glide path followed and benchmark used (exclusive of line 

charges and USF or USF-related charges) in the states that AT&T 
identified in response to Request No. 28 above.    

 
 
 
RESPONSE: Objection.  This request is overly broad and unduly burdensome.  Whether 

a state has chosen to use a benchmark or a transition time period may be 
researched utilizing the information provided in AT&T’s Response to 
RLECs First Data Request Item No. 8b.  Without waiving this objection, 
AT&T states that it does not readily have available a comprehensive 
summary that is responsive to this request.   Each state adopting access 
reform has made its own decision on whether there will be a benchmark 
and/or a transition to access reform.  There could be other types of access 
reform that are not readily known to AT&T.   
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REQUEST: How, specifically, does AT&T plan to invest the access savings it 

anticipates  through  intrastate  access  reform  in  order  to  improve  
broadband  infrastructure  or advanced  network  technologies?  Include 
specifically the economic model that AT&T relies upon to support its 
proposal. 

  
 
RESPONSE: AT&T has not prepared a study, nor could it given that there is no way to 

anticipate all of the things that will happen in a competitive market.  As 
explained in AT&T’s Response to RLECs First Data Requests Item No. 
12, however, switched access is the largest single incremental cost of long 
distance so reduction in billings from RLECs for intrastate access charges 
would mean a decline in toll cost, and since competition for long distance 
service is even more robust now than in the past, it is clear that decreases 
in intrastate access charges will lead to lower long-distance prices for 
Kentucky consumers. 

 
From an economic perspective, the proposed reform in general should 
have a significant positive effect on broadband adoption as providers 
(including AT&T) compete on a level playing field and react to the pro-
market incentives that are generated by eliminating implicit subsidies from 
the RLECs’ rates and simultaneously encouraging retail rates to 
restructure according to consumer preferences.  Specifically, the best (i.e., 
most valued) use of a society’s scarce resources is when they are 
committed to uses that respond to consumer preferences.  Today, 
Kentucky consumers have begun to change their preferences in favor of 
broadband and other technologies, and are moving away from the 
traditional Public Switched Telephone Network (“PSTN”), therefore the 
current system that appears to be perpetuating implicit subsidies is 
obsolete.  Eliminating implicit subsidies and artificially low prices for 
wireline local service will provide the proper price signals for consumers 
to transition to broadband and other advanced technologies.  In turn, 
providers will have increased incentives to invest in and encourage 
broadband adoption as competition intensifies, thus providing additional 
benefits for Kentucky consumers. 
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REQUEST: Has AT&T produced, assessed, reviewed or analyzed any information or 

evidence (whether produced by AT&T or obtained from other sources by 
AT&T) that would support its position that the RLECs’ intrastate access 
rates are unjust, unreasonable or otherwise out of line with their costs?  If 
so, please provide the results of such review/analysis and the documents 
reviewed.   

 
 
 
RESPONSE: See AT&T’s Response to RLECs First Data Requests Item No. 25. 
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REQUEST: With  respect  to  AT&T’s  proposed  acquisition  of  T-Mobile, identify  

all  of  the  conditions  relating  to  or  involving  backhaul,  special access,  
and  facility  deployment  that AT&T  has  proposed  to  the Department  
of  Justice  and  /  or  the Federal Trade Commission in order to obtain 
approval of the proposed acquisition.  

 
 
 
RESPONSE: Objection.  AT&T Mobility’s proposed acquisition of T-Mobile is 

irrelevant to the issues that are the subject of this docket and the 
information requested is not reasonably calculated to lead to the discovery 
of admissible evidence.   
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REQUEST: Explain  in  detail  how  AT&T’s  acquisition  of  T-Mobile,  if approved,  

will  affect  broadband  deployment,  development,  and  availability  in  
rural  areas  of Kentucky?   

 
 
 
RESPONSE: Objection.  AT&T Mobility’s proposed acquisition of T-Mobile is 

irrelevant to the issues that are the subject of this docket and the requested 
information is not reasonably calculated to lead to the discovery of 
admissible evidence.  Without waiving this objection, information about 
4G LTE deployment can be found at www.mobilizeeverything.com. 
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REQUEST: Identify the areas in Kentucky, by county and/or exchange, where there is 

more than one provider delivering broadband at the FCC’s proposed target 
of 4 Mbps or above.   

 
 
RESPONSE: Objection.  The information requested is neither relevant nor reasonably 

calculated to lead to the discovery of admissible evidence in this docket 
that is addressing intrastate switched access rates, and is as easily 
obtainable by the RLECs as by AT&T.  Without waiving this objection, 
AT&T states that the Commonwealth of Kentucky, through its Office of 
Technology, maintains a state broadband map according to the terms of 
the Broadband Data Improvement Act and the State Broadband Data and 
Development Grant Program which can be found at the following link:   

 
 http://www.bakerbb.com/kybroadbandmapping/ 
 
 AT&T cannot confirm that the map includes all broadband providers or 

accurately displays all broadband information. 
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REQUEST: Identify the areas in Kentucky, by county and/or exchange, where AT&T 

provides broadband at an average level of 4 Mbps or above.  
 
 
RESPONSE: Objection.  The information requested is highly competitive information 

that is neither relevant nor reasonably calculated to lead to the discovery 
of admissible evidence in this case addressing intrastate switched access 
rates.  Without waiving these objections, see AT&T’s Response to RLECs 
First Data Requests Item No. 36 for a link to a statewide map maintained 
by the Commonwealth of Kentucky through its Office of Technology 
according to the terms of the Broadband Data Improvement Act and the 
State Broadband Data and Development Grant Program. 
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REQUEST: Provide the annual amount, in dollars, that AT&T has invested in its 

broadband infrastructure in Kentucky, broken down by county and/or 
exchange, since 2005.  Explain in detail how the investment identified in 
each year was spent. 

  
 
RESPONSE: Objection.  The information requested is highly confidential information 

that is neither relevant nor reasonably calculated to lead to the discovery 
of admissible evidence.  Without waiving this objection, AT&T states that 
from 2008 through 2010, AT&T invested over $525M in its wireless and 
wireline networks across the Commonwealth of Kentucky. 
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REQUEST: Identify the percentage of AT&T’s subscribers in Kentucky, by county 

and/or exchange that had access to broadband prior to 2005. 
  
 
 
RESPONSE: Objection.  The information requested is highly confidential information 

that is neither relevant nor reasonably calculated to lead to the discovery 
of admissible evidence.   
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REQUEST: Identify the percentage of AT&T’s subscribers in Kentucky, by  

county  and/or  exchange,  that  as  of  January  1,  2011  had  access  to  
broadband.  (If data  is  not available  for  that  date,  then  specify  the  
closest  contemporaneous  date  and  provide  the  data requested for that 
date.)   

 
 
 
RESPONSE: Objection.  The information requested is highly confidential information 

that is neither relevant nor reasonably calculated to lead to the discovery 
of admissible evidence.   
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REQUEST: Please provide updates to any responses provided herein that would 

materially change due to AT&T’s receipt of new information, analysis, or 
any other act or action realized by AT&T during the course of these 
proceedings. 

  
 
 
RESPONSE: Updates will be provided to any responses that materially change as a 

result of AT&T’s receipt of new information, analysis, or any other act or 
action during the course of these proceedings. 
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