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Pursuant to the Assigned Commissioner’s and Administrative Law Judge’s Scoping
Memo and Ruling Determining the Scope, Schedule, and Need for Hearing in this Proceeding
(“Scoping Memo”) issued on March 17, 2010, AT&T California and certain of its Regulated
Affiliates' (collectively “AT&T”) hereby comment on the Utility Supplier Diversity Program
Staff Report (“Staff Report”) issued on May 25, 2010. The Staff Report is intended to

summarize the workshop held in this proceeding on May 5, 2010 in Los Angeles, California.

I. INTRODUCTION

AT&T strongly agrees with the conclusion in the Staff Report that the intent of the
General Order 156 (“GO 156”) program is not to create a set aside for any group or to
discriminate against any group. We also appreciate the Commission’s statement of commitment
to promoting the health of the California economy.” As stated in the Staff Report, the
“Commission’s goal in terms of supplier diversity is an economic development imitative and not
a social responsibility program.”™ To that end, we identify herein those Staff recommendations
that we support as viable given the costs and benefits of such proposals. We are also committed
to our aspriational goals as described in our pleading filed on May 26, 2010 in this proceeding.
Finally, we commend the Commission for holding the May 5 workshop and for soliciting

proposals to address these important issues.

II. BACKGROUND

The Staff Report summarizes pre-workshop written comments provided to the Staff that
include over 50 suggestions submitted by 14 parties.* The Staff Report also summarizes 13

solutions discussed at the May 5, 2010 workshop held in Los Angeles. Based on its review of

" The affiliates participating in these comments are AT&T Communications of California, Inc. (U 5002 C), AT&T
Mobility LLC (New Cingular Wireless PCS, LLC) (U 3060 C), Cagal Cellular Communications Corporation

(U 3021 C), Santa Barbara Cellular Systems, Ltd. (U 3015 C), Visalia Cellular Telephone Company (U 3014 C),
TCG Los Angeles, Inc. (U 5462 C), TCG San Francisco (U 5454 C), TCG San Diego (U 5389 C), AT&T Corp.
d/b/a AT&T Advanced Solutions (U 6346 C), and SBC Long Distance, LLC d/b/a AT&T Long Distance

(U 5800 C).

? Staff Report, p. 20.

*1d.

* The pre-workshop comments were not filed at docket and were not served on the service list. Thus, AT&T
reviewed these comments for the first time in the Staff Report.



these proposals, Staff recommends eight proposals for adoption by the Commission. In these
comments, AT&T indicates which of these eight recommendations it supports. The other
proposals in the Staff Report are not recommended by Staff, and AT&T will not respond to each
and every one of them.”

As an overall comment on the Staff Report, AT&T disagrees with the numerous
statements in the Staff Report that at the May 5 workshop, parties and utilities agreed to certain
proposals. The Staff Report repeatedly states that parties agreed to certain measures and utilities
agreed to certain measures.” At the May 5 workshop, those in attendance listened to many
comments by vendors and utilities. There was no indication whether the speakers were or were
not parties to the proceeding. In some cases, certain utilities indicated they had undertaken
specific plans and actions. However, there was no voting mechanism whereby parties or utilities
indicated whether or not they had implemented a described solution or whether they supported a
particular proposal. While the Staff Report’s indication of areas of agreements is subject to
dispute and should not be relied upon by the Commission in crafting its decision in this case,
AT&T’s comments below clearly state where we are in agreement with Staff’s eight

recommendations as well as where we are in disagreement.

III. STAFF RECOMMENDATIONS

From the pre-workshop written comments and the discussion from the May 5 workshop,
Staff has distilled eight recommendations. Below, AT&T comments on each of these
recommendations.

A. Unbundling
In summarizing the May 5 workshop, Staff states that “[m]ost of the big five utilities

(AT&T, PG&E, SCE, Sempra, and Verizon) suggested they already unbundle their contracts in

> AT&T’s silence with respect to these proposals should not be interpreted as an agreement to these solutions. To
the contrary, AT&T only supports those Staff recommendations as indicated herein and explicitly does not support
any other solutions discussed in the Staff Report (with the exception of the pre-workshop comments submitted by
AT&T).

6 See Staff Report at 10, 11, 12, 13, 14, 15, 16, and 18.



some form or another, or include sufficient contract language to motivate their primes to offer
subcontracting opportunities.”” This comment indicates that there is some confusion regarding
the definition of “unbundling.” If unbundling is defined as encouraging prime suppliers to use
Diverse Business Enterprises (“DBEs”) as subcontractors, AT&T supports this practice. AT&T
has had a Prime Supplier Program in place since 1989. This program has been successful in
helping AT&T grow contract opportunities for DBEs, and it continues to assist us in adding new
prime suppliers, which helps our supply chain remain diverse. As part of this program, we ask
our prime suppliers to develop annual DBE inclusion plans and report quarterly their progress to
their stated goals.

On the other hand, if unbundling is defined as taking a large contract, dividing it into
small contracts, and then finding vendors for each of the small contracts, AT&T does not follow
this process today and opposes any recommendation that utilities perform this type of
unbundling. As a company that operates throughout the world, AT&T must take advantage of
economic efficiencies in procuring goods and services. To operate efficiently and best serve its
customers, AT&T must rely on its evaluation of its business needs in deciding how to procure
goods and services. Furthermore, the Staff Report does not indicate any legal authority upon
which the Commission could rely upon as a basis to regulate how utilities purchase goods and
services. Finally, we caution the Commission from adopting a “one-size-fits-all” model
regarding unbundling. The utilities should have the flexibility to adopt practices that are best
suited for their company. To this end, we support Staff’s recommendation that the parties have a
best practices workshop on second and third tier subcontracting models. From such an event,

utilities may choose those practices that work best to meet their business needs.

B. Inclusion of Supplier Diversity Involvement in the RFP Process

Staff states that involvement of a utility’s supplier diversity team in the early stages of an

RFP process is a key factor in the participation of small and diverse businesses in procurement

"Id at 16.



opportunities.® AT&T strongly supports this recommendation. AT&T’s procurement methods
and procedures incorporate the inclusion of supplier diversity throughout our sourcing process,
from beginning to end. Our supplier diversity team is involved with our strategic sourcing

organization as well as with business unit client groups that drive purchasing needs.

C. Prime Contractor Programs

Staff recommends that utilities encourage prime suppliers to use small and diverse
businesses in their contracts, and that utilities with existing prime supplier programs follow
through and “make sure that the prime follows through on their commitment.” AT&T already
has a robust prime supplier plan in place, but recognizes that we can always do more in this area.
Accordingly, one of our aspirational goals is to focus on implementation of our prime supplier
plan with our prime suppliers for wireless and emerging technologies. AT&T Supply Chain and
Fleet Operations has business plan metrics that measure and monitor prime suppliers’ supplier
diversity performance, and both the Supplier Diversity team and sourcing manages work to
increase supplier diversity results.

D. Transparency

The Staff Report recommends that utilities be encouraged to post their procurement
opportunities in a way that makes it easier for businesses to locate opportunities.'’ AT&T does
not believe the Commission should adopt this recommendation. However, if a utility finds this
approach to be effective for its business model, then there is nothing preventing it from adopting
this practice. Unlike a governmental agency, AT&T does not post its bids externally, and we do
not have a public bidding system. Our attsupplierdiversity.com website allows any interested
company to self-register as a prospective supplier. When we have a need to source a product or

service, we use this database to help identify candidates who are good fits for our specific needs.

81d at 16-17.
’Id at17.
054



In contrast, the open bidding process tends to attract large numbers of vendors, many of
whom have only marginal capabilities for the area of need. Businesses may surmise that they
will make an attempt to win a bid, even though they know they are not qualified. In practical
terms, there are very long odds of an unqualified bidder winning a contract. Thus, for our
business, a public bidding system would be an inefficient use of everyone’s time and will lead to
more frustration and dissatisfaction for many bidders, especially given that responding to RFPs
can be costly time drain to small businesses. Between our numerous outreach events and self-
registration process, we provide maximum access to DBEs to learn about potential business

opportunities that are well-matched opportunities to their businesses.

E. Specific Goals for Underutilized Areas

We disagree with the statements in the Staff Report that parties at the May 5 workshop
agreed to the concept of specific goals for underutilized areas, and that the utilities suggested that
they already have sub-goals and were not too concerned about this issue.!’ We also oppose
Staff’s statement that “Staff agrees with the parties that specific goals for underutilized areas be
established.”'? Staff goes on to state the Commission should encourage the utilities to set
voluntary goals for specific underutilized areas and that the goals be implemented on “a gradual
and increasing basis over a specified time frame.”" The concept of “underutilized areas” is
fraught with problems. There has been no definition of what constitutes underutilized for a
particular category. Additionally, the underutilized areas identified by Staff have not been
defined in terms of the coding structure used in the annual reports. Finally, there has been no

discussion of when an underutilized area is no longer underutilized.

"'Id. at 13. The Staff Report is problematic in that it reflects Staff assumption that certain areas are “underutilized”
for all utilities. As AT&T mentioned at the May 5 workshop, the Staff has not defined what qualifies a procurement
area as underutilized, nor has it adequately defined the areas it believes are underutilized. For example, in the Staff
Report, the area of consultant services are deemed underutilized, but this category is not defined by any code that is
reported in the annual reports. Staff has also not defined what percentage of consultant services exists at different
utilities, but instead seems to assume that this procurement category is underutilized at all utilities.

" Id. at 18.

P 1d.



To evaluate the utilization issue, there would have to be (1) a complete definition of the
allegedly underutilized category with respect to the reported categories in the annual reports,

(2) a determination of the existing performance for the category, and (3) data presented as to the
availability of DBEs for that category that could form the basis for what a reasonable target
would be. As one of the companies who participated in the proceeding to set a DVBE goal,
AT&T can attest that availability studies are time-consuming and expensive. Without such
studies, companies would be forced to arbitrarily pick a goal that would not be based on a sound
factual basis. The Commission should not force companies to adopt arbitrary goals.
Furthermore, sub-goals are not needed. We currently monitor our areas of procurement and take
sufficient actions when merited, without having numeric sub-goals for certain categories. And,
over the more than 20 years of its existence, GO 156 has not contained such sub-goals, nor does
the enabling legislation for GO 156 include such requirements. Given these concerns and the
history of the GO 156 program, AT&T will not voluntarily adopt numeric sub-goals.

We also note that in the Scoping Memo, the Commission explicitly rejected “increasing
parts of, or the aggregate, 21.5% target goal for DBE spend.”'* As AT&T has explained in its
prior comments in this proceeding, numeric goals are vulnerable to legal challenge, especially
when no factual basis has been established for such goals. For these reasons, the Staff’s

recommendations regarding sub-goals for particular areas should be rejected.

F. Niche Approach

In its recommendation regarding the niche approach, the Staff Report encourages
representatives for the diversity suppliers to hold matchmaking events between diverse suppliers
and requests that Greenlining, CUDC or any Chamber or group organize events to introduce
successful diverse suppliers to those DBEs just entering the market. Although we do not

understand precisely what the Staff Report means by the term “niche approach,” we do support

14 Scoping Memo at 10.



the recommendation in this section that DBEs and nonprofit organizations arrange matchmaker

events for established DBEs to network with DBEs who have been in business at least a year.

G. Industry Specific Workshops

Staff suggests that the utilities host industry-specific workshops, but makes no
recommendation as to whether the Commission should host such workshops.'> We support and
participate in events hosted by both the utilities and the Commission. For example, we have
been participating in Commissioner Simon’s New Connections Forums for several years as well
as Commissioner Bohn’s Small Business Outreach Business Expos program that has been
underway for six years. For the Expos, AT&T, the other big five utilities, the water companies,
and others participate in well over 12 events annually with the Commission giving a joint
presentation on “How to do Business with the State and Utilities” and conducting matchmaking
interviews with small businesses and DBEs. In addition to the Commission-sponsored events,
the California Utilities Diversity Council’s subcommittee on Disabled Veteran Business
Enterprises organized a workshop last year that AT&T hosted to identify more DVBESs to work
with utilities. We also coordinate with other utilities to organize events for legal services
throughout the year.

With respect to future events, as we discussed in our aspirational goals, we would like the
Commission to assist us in hosting workshops for consulting services and best practices. These
workshops would be in addition to the events that AT&T already sponsors as part of its regular

course of business.'®

H. Disabled Veterans Business Enterprises Participation

The Staff Report states the limitations of the definition of DVBE is a matter for the State
Legislature to resolve. AT&T agrees that the restriction on the definition of DVBE is a statutory
matter that would require Legislative action to revise. However, AT&T notes that it met the

Commission’s DVBE goal for 2009. Furthermore, as described in our pleading addressing our

13 Staff Report at 18-19.
' For a calendar of events, visit http://www.attsuppliers.com/sd/.




aspirational goals, we have launched two new initiatives aimed at assisting disabled veterans in

California.

IvVv. CONCLUSION

AT&T supports the Commission’s efforts to take a fresh look at GO 156. As discussed
herein, several of the recommendations in the Staff Report have merit and should be adopted by

the Commission.

Dated at San Francisco, California, this 10" day of June 2010.

Respectfully submitted
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the RESPONSE OF AT&T
CALIFONRIA (U 1001 C) AND CERTAIN OF ITS REGULATED AFFILIATES TO
STAFF’S WORKSHOP REPORT DATED MAY 26, 2010 in R.09-07-027 by electronic mail,

U.S. mail, and/or by hand-delivery to the persons on the official Service List.

Executed this 10" day of June 2010, at San Francisco, California.
AT&T CALIFORNIA

525 Market Street, 20™ Floor
San Francisco, CA 94105

Mkl Chg,

Michelle K. Choo
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KRISTIN L. JACOBSON

SPRINT NEXTEL

201 MISSION STREET, SUITE 1500
SAN FRANCISCO, CA 94105

FOR: SPRINT NEXTEL

MICHELLE CHOO

AT&T CALIFORNIA

525 MARKET STREET, 20TH FLOOR
SAN FRANCISCO, CA 94105

MARILYN H. ASH
U.S. TELEPACIFIC CORP./MPOWER COMM. CORP
620/630 3RD ST.

SAN FRANCISCO, CA 94107

MARTIN A. MATTES

ATTORNEY AT LAW

NOSSAMAN LLC

50 CALIFORNIA STREET, 34TH FLOOR
SAN FRANCISCO, CA 94111

JANE J. WHANG

DAVIS WRIGHT TREMAINE LLP

505 MONTGOMERY STREET, SUITE 800
SAN FRANCISCO, CA 94111-6533

PALM SPRINGS, CA 92262

EMMA E. MAXEY

SUPPLIER DIVERSITY SPECIALIST
GOLDEN STATE WATER COMOPANY
1920 WEST CORPORATE WAY
ANAHEIM, CA 92801

INGRID MERRIWETHER

MERRIWETHER & WILLIAMS

417 MONTGOMERY STREET, SUITE 200
SAN FRANCISCO, CA 94104

ILEANA WINTERHALTER

AT&T CALIFORNIA

525 MARKET ST., 19TH FLOOR, NO 24
SAN FRANCISCO, CA 94105

MARK FOGELMAN

FRIEDMAN DUMAS & SPRINGWATER, LLP
150 SPEAR STREET, SUITE 1600

SAN FRANCISCO, CA 94105

MARGARET L. TOBIAS
TOBIAS LAW OFFICE

460 PENNSYLVANIA AVE

SAN FRANCISCO, CA 94107

LORI ANNE DOLOQUEIST

MANATT, PHELPS & PHILLIPS, LLP

ONE EMBARCADERO CENTER, 30TH FLOOR
SAN FRANCISCO, CA 94111

SARAH E. LEEPER

ATTORNEY AT LAW

MANATT, PHELPS & PHILLIPS, LLP

ONE EMBARCADERO CENTER, 30TH FLOOR
SAN FRANCISCO, CA 94111

JOSH DAVIDSON

DAVIS WRIGHT TREMAINE LLP

505 MONTGOMERY ST, STE 800

SAN FRANCISCO, CA 94111-6533



MARIA CARBONE

DAVIS WRIGHT TREMAINE, LLP

505 MONTGOMERY STREET, SUITE 800
SAN FRANCISCO, CA 94111-6533

CALIFORNIA ENERGY MARKETS
425 DIVISADERO ST STE 303
SAN FRANCISCO, CA 94117-2242

MICHAEL R. HANNEKEN
RESS RESOURCES

15 NORTHWOOD COURT
ORINDA, CA 94563

DOUGLAS PHASON
3245 DUBLIN BLVD., UNIT 314
DUBLIN, CA 94568

ANITA TAFF-RICE

LAW OFFICES OF ANITA TAFF-RICE
1547 PALOS VERDES MALL, SUITE 298
WALNUT CREEK, CA 94597

DAVID GLOVER

RENEWAL

OAKLAND CITIZENS COMMITTEE FOR URBAN
1330 BROADWAY, STE. 1030

OAKLAND, CA 94612

TARRELL GAMBLE

VICE PRESIDENT-CAPITAL MARKETS
BLAYLOCK ROBERT VAN, LLC

350 FRANK H. OGAWA PLAZA, 10TH FLOOR
OAKLAND, CA 94612

JEAN CHUNG

THE GREENLINING INSTITUTE

1918 UNIVERSITY AVENUE, 2ND FLOOR
BERKELEY, CA 94704

DARIN DUNCAN

CALIFORNIA WATER SERVICE COMPANY
1720 NORTH FIRST STREET

SAN JOSE, CA 95112

SUZANNE TOLLER

DAVIS WRIGHT TREMAINE

505 MONTGOMERY STREET, SUITE 800
SAN FRANCISCO, CA 94

ROBERT GNAIZDA

COUNSEL

111-6533

BLACK ECONOMIC COUNCIL

200 29TH ST.,

STE. 1

SAN FRANCISCO, CA 94

SEAN P. BEATTY
MIRANT CALIFORNIA, LLC
696 WEST 10TH STREET

PITTSBURG, CA

TRACY PORTER

PREMIERE SOLUTIONS,

94565

131

LLC

5673 W. LAS POSITAS BLVD., STE. 206
PLEASANTON, CA 94588

FRED JORDAN
OF COMMERCE
S.F. AFRICAN AMERICAN CHAMBER
11 EMBARCADERO WEST,
OAKLAND, CA

94607

LEON M. BLOOMFIELD
WILSON & BLOOMFIELD, LLP
1901 HARRISON STREET,
OAKLAND, CA

94612

J. ALFRED SMITH, JR
ALLEN TEMPLE BAPTIST CHURCH
8501 INTERNATIONAL BOULEVARD
OAKLAND, CA

94621

STEPHANIE CHEN
THE GREENLINING INSTITUTE
1918 UNIVERSITY AVENUE, 2ND FLOOR

BERKELEY,

CA

94704

PATRICK ALEXANDER
CALIFORNIA WATER SERVICE COMPANY
1720 N. FIRST STREET

SAN JOSE,

CA

95112

SE. 210

SUITE 1620



SALVADOR PEINADO, JR

CALIFORNIA WATER SERVICE COMPANY
1720 N. FIRST STREET

SAN JOSE, CA 95112

FRANCIS TROTTIER

LEGAL LEGISLATIVE COALITION
4248 ECHO ROCK LANE
ROSEVILLE, CA 95747

DAN M. SILVERBOARD

DIEPENBROCK HARRISON

COUNCIL

400 CAPITOL MALL, SUITE 1800
SACRAMENTO, CA 95814

FOR: CALIFORNIA HISPANIC CHAMBERS OF
COMMERCE/CALIFORNIA ASIAN PACIFIC
CHAMBER OF COMMERCE

STEWART LEWIS MACKENZIE II

CA DEPT OF VETERANS AFFAIRS

1227 O STREET, ROOM 105

SACRAMENTO, CA 95814

FOR: CA DEPARTMENT OF VETERANS AFFAIRS

GEORGE HANIBLE

SPECIAL WORKFORCE CONSULTANT GRP.
3270 ARENA BLVD., STE. 400-116
SACRAMENTO, CA 95834-3001

State Service

CHERYL LEE

CALIF PUBLIC UTILITIES COMMISSION
ENERGY DIVISION

AREA 4-A

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

JOYCE DE ROSSETT

CALIF PUBLIC UTILITIES COMMISSION
UTILITY AUDIT, FINANCE & COMPLIANCE BRAN
AREA 3-C

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

DOUGLAS M. GRANDY, P.E.
CALIFORNIA ONSITE GENERATION
DG TECHNOLOGIES

1220 MACAULAY CIRCLE
CARMICHAEL, CA 95608

CHARLIE BORN
FRONTIER COMMUNICATIONS
PO BOX 340

ELK GROVE, CA 95759

JOSE L. PEREZ
CALIFORNIA UTILITIES DIVERSITY

1017 L. STREET, PMB 306
SACRAMENTO, CA 95814

KEN MACIAS

MACIAS GINI & O'CONNELL
3000 S. STREET, SUITE 300
SACRAMENTO, CA 95816

DOUGLAS PHASON

CALIF PUBLIC UTILITIES COMMISSION
CONSUMER ISSUES ANALYSIS BRANCH
AREA 2-B

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

KAREN M. SHEA

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

AREA 5-E

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214



MARSHALL KENNEDY

CALIF PUBLIC UTILITIES COMMISSION
CONSUMER ISSUES ANALYSIS BRANCH
ROOM 2013

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MELANIE DARLING

CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF ADMINISTRATIVE LAW JUDGES
ROOM 5041

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MICHAEL COLVIN

CALIF PUBLIC UTILITIES COMMISSION
POLICY & PLANNING DIVISION

ROOM 5119

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

NATALIE WALES

CALIF PUBLIC UTILITIES COMMISSION
LEGAL DIVISION

ROOM 5141

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
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MARZIA ZAFAR

CALIF PUBLIC UTILITIES COMMISSION
PUBLIC ADVISOR OFFICE

ROOM 2-B

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MELICIA CHARLES

CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION

ROOM 5306

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214

MOISES CHAVEZ

CALIF PUBLIC UTILITIES COMMISSION
WATER AND SEWER ADVISORY BRANCH
AREA 3-C

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214



