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INTRODUCTION

On July 24, 2015, the Federal Communications Commission (“FCC” or the
“Commission”) issued an order (the “Merger Order”)! approving the merger of AT&T with
DIRECTYV (as a combined entity, “AT&T” or the “Company”), subject to certain conditions (the
“Conditions”). Appendix B of the Merger Order sets forth the Conditions and requires the
Company to engage an independent, third-party compliance officer.> Donald K. Stern, Esq. was
identified as the Independent Compliance Officer (“ICO”) pursuant to an agreement between
AT&T and the Commission’s Office of General Counsel, who approved the selection.® Staff of
the firm of Affiliated Monitors, Inc. were likewise approved to assist the ICO in the discharge of
his duties. The ICO is responsible for evaluating the Company’s compliance with the Conditions
and is required to submit a report within 60 days of receiving each of the semiannual reports that
the Company must submit as part of its compliance obligations under the Merger Conditions.* The
ICO received the Company’s First Report® on January 27, 2016.

In this first report (the “ICO Report”), the ICO makes observations and a limited number

of recommendations based on a review of AT&T’s reported progress on the following Conditions:®

! Applications of AT&T Inc. and DIRECTV for Consent to Assign or Transfer Control of Licenses and Authorizations,
Memorandum Opinion and Order, 30 FCC Rcd 9131 (2015).

2 Merger Order App. B (cited hereafter as “Appendix B” or “App. B”) § VIL3.

3 Public Notice, Independent Compliance Officer Identified in Accordance with AT&T-DIRECTV Merger Condition,
DA 15-1207 (Oct. 23, 2015).

4 The ICO’s report “shall include a detailed description of the Company’s efforts during the relevant period to comply
with the conditions and will specifically meet the reporting requirements for the conditions set forth in this Appendix
B.” App. B § VIL.3.e.

5 AT&T Inc. Semi-Annual Compliance Report on AT&T/DIRECTV Merger Conditions dated January 25, 2016 (the
“First Report™).

¢ For purposes of the ICO’s First Report, the ICO has not focused on AT&T’s compliance with the Condition related
to internet interconnection disclosure, which is the subject of a separate analysis by an “Independent Measurement
Expert.” See App. B § V.2.
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1. Fiber to the Premises (“FTTP”) deployment to 12.5 million mass-market customer
locations within four years (the “FTTP Condition”). App. B § I11.2.(a).

2. The offer of 1 Gpbs FTTP Service (“Gigabit FTTP Service”) to any E-rate eligible
school or library located within or contiguous to a distribution area in which the
Company deploys FTTP-based service (the “E-rate Condition). App. B § I11.2.(d).

3. The prohibition on favoring the Company’s own Video Programming (as defined in
Appendix B) services, including through the exemption of such services from usage-
based allowances (the “Non-discriminatory Usage-Based Practices Condition™). App.
B§Iv.2.

4. The establishment and commencement of a program to substantially increase
broadband adoption in low-income households throughout the Company’s wireline
footprint (the “Discounted Broadband Services Program Condition”). App. B § V.2.

What follows is a description of the methodology of the ICO’s data collection and analysis
activities employed during a review of the First Report, and a presentation, organized by
Condition, of observations and recommendations for improving compliance, reporting, and the
ICO’s own monitoring activities during the next reporting period.” Where useful, the ICO points
out specific plans for ongoing verification of the Company’s activities under the Merger
Conditions.

EXECUTIVE SUMMARY

AT&T has met the specific reporting requirements called for in the Merger Order,
described its compliance activities to date, and provided explanation in the few cases where there
was no activity to report.® The respective compliance and evaluation efforts represent a large and

complex undertaking for AT&T and the ICO alike. Because the ICO’s evaluation of AT&T’s

7 See App. B § VIL3.d. (“The Independent Compliance Officer shall have the power and authority to review and
evaluate the Company’s Implementation and Compliance Plan and any related materials, and recommend to the
Company changes to address any perceived deficiencies in the Plan. Any such recommendations shall be included in
the Independent Compliance Officer’s Compliance Reports.”)

8 For example, AT&T’s deadline for launching the Discounted Broadband Services Program is April 22, 2016, and
the first full post-Merger E-rate fiscal year does not begin until July 1, 2016.
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compliance activities has only just begun, much of the substantive information in the First Report
has yet to be subjected to independent verification, and qualifications to that effect are noted below
as appropriate. However, the ICO was to able evaluate AT&T’s own descriptions of the systems
and processes the Company has established in order to comply with each of the Conditions. With
knowledge of these systems in hand, the ICO expects to begin validating the Company’s processes
and independently testing reported data through field visits and other methods.

METHODOLOGY

Before AT&T filed the First Report, the ICO had met several times with AT&T’s overall
program management team (the “Program Management Team”) and representatives of the
Commission’s Office of General Counsel and the Wireline Competition Bureau: in Chicago on
November 6, 2015 (AT&T and FCC); in Washington, D.C. on December 1, 2015 (AT&T only);
in Dallas on December 15, 2015 (AT&T only); by phone on January 11, 2016 (AT&T and FCC);
and in Bedminster, New Jersey on January 20, 2016 (AT&T only). The purpose of these meetings
was to understand the scope of AT&T’s compliance activities and to prepare for the ICO’s
evaluation activities.

Upon receiving the First Report, the ICO turned to generating a comprehensive work plan
tailored to each Condition. The work plan includes the following elements:

e Requests for information associated with each Condition, which helped to set the agenda

for detailed sessions with members of the Project Management Team and the working
teams assigned to each Condition;

e Meetings with the Project Management Team and each individual working team to review
the requirements of each Condition, the processes the Company had established to meet
them, and results under each Condition to date;

e Document review and data analysis; and

e Field visits.
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Requests for Information and Detailed Informational Meetings

Evaluation of AT&T’s compliance with the Merger Conditions required additional detail
beyond what the Company had provided in the First Report. To build a framework for follow-on
discussions, the ICO provided AT&T a series of information requests designed to elicit additional
documentation and to set an agenda for follow-on meetings with members of the Project
Management Team and Condition working teams. The Company proved responsive to these
requests, promptly setting meetings that included the appropriate AT&T business staff and
officers, representatives of the operational compliance and legal functions, and outside counsel;
providing detailed presentations that included samples, demonstrative aids and illustrations; and
affording in each case adequate time for the ICO to ask follow-up questions.” These meetings
gave the ICO an initial understanding of AT&T’s processes both for complying with the Merger
Conditions and for compiling data necessary for semiannual reporting.

In the case of the FTTP Condition, the initial overview meeting was conducted by phone
using AT&T’s remote screen-sharing tool on February 10, 2016, and included senior members of
the Company’s Entertainment Group, Construction and Engineering group, and the Project
Management Team. The ICO met with these same teams in person in Dallas on February 16 and
17 to engage in a more detailed discussion of the planning, building, and data-tracking elements
of FTTP deployment. These discussions also featured a site visit to two fiber distribution areas in
the Dallas metro area, where members of the Company’s Construction and Engineering group

demonstrated FTTP components in the field.

° In addition, the Company provided copies of these presentations, made them electronically available to ICO
representatives through outside counsel’s extranet portal, and posted additional documents on that portal in response
to additional requests for information arising from the various discussions.

4
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The E-rate Condition working team, including members of the Company’s Business
Solutions team and the Project Management Team, provided the ICO with an initial overview of
its compliance activities during an in-person meeting in Dallas on February 18, 2016. The teams
reconvened for a follow-up discussion by phone and screen-share on March 4. The initial
overviews for the Discounted Broadband Services Program Condition (including AT&T
representatives from marketing, sales, operations, compliance and public affairs) and the Non-
discriminatory Usage-based Practices Condition (including members of the Company’s
Entertainment Group and Business Solutions group), were held by phone and screen-share on
March 3 and March 15, respectively.

Document Review and Data Analysis

The ICO reviewed all of the material provided in the First Report and in connection with
the various informational meetings. Where possible, the ICO performed initial validation of the
data provided. For example, as described below, the ICO was able to conduct a check of the FTTP
deployment file included as Exhibit 1 to the First Report for internal consistency and completeness.
However, due to time constraints, the ICO was unable to independently validate much of the data
— or the underlying processes — that AT&T cited either in the First Report itself or in the materials
accompanying the subsequent meetings.

The Company’s data did afford the ICO the opportunity to plan for future validation and
testing. The ICO has designed, or is in the process for designing, methods of independent
verification that it plans to employ in the interval before AT&T files its next semiannual report.
The FTTP Condition again provides an example of this process. The ICO has already created

samples of distribution areas around the country that will be the subject of field testing in the
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coming weeks. The ICO has also used the information provided to date to formulate additional
areas of inquiry related to some of the Company’s underlying data sets and databases.
Field Visits

In the case of the FTTP Condition, the ICO was able to conduct a test of its process for
verifying FTTP deployment during a visit to Raleigh, North Carolina on March 10, 2016. As
described in more detail below, this process involves selecting sample customer locations from a
chosen metropolitan area and visiting each customer location to verify each of the items in the
FTTP deployment file included with the First Report. The ICO plans to conduct these site visits
to test FTTP deployment throughout the period that the Merger Conditions are in effect, and also
to conduct similar tests of E-rate deployment once AT&T begins to report those results. In
addition, the ICO anticipates that additional fieldwork will be required to test the Discounted
Broadband Services Program after that program launches in April 2016.

APPROACH TO OBSERVATIONS AND RECOMMENDATIONS

This first ICO Report contains the ICO’s observations on AT&T’s compliance with each
Condition, including recommendations aimed both at the Company’s own improvement of
processes as well as at the ICO’s evaluations in future reporting periods. The ICO relates its
observations and recommendations here with the understanding that this marks the first round of
reports for both the Company and the ICO, that the two are in regular contact and available to
discuss modifications to the evaluation process going forward, and that the ICO and AT&T are

each separately in regular contact with Commission staff.
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AT&T COOPERATION WITH THE ICO

The staff and leadership of AT&T has been cooperative and supportive of the ICO,
particularly with regard to a) communicating the importance of the ICO’s review and encouraging
cooperation, transparency and active participation; b) accommodating requests for documents,
scheduling meetings, and arranging site visits; and c¢) expending considerable time and resources
handling the logistics for field and other visits. As AT&T has reported, there is a dedicated team
managing the overall Merger Condition compliance process, and this team has been conspicuous
thus far for its demonstrated commitment to meeting the Conditions and assisting the ICO in
discharging his duties.

OBSERVATIONS ON AT&T’S COMPLIANCE WITH MERGER CONDITIONS

1A. FTTP CONDITION
FTTP Condition Requirements (Appendix B §§ III.2a.-c. and 3.a.)

Condition.

2.a.  Within four (4) years, in accordance with the timing requirements set forth in
subparts 2.a.(1) through 2.a.(v), the Company shall deploy FTTP-based Broadband
Internet Access Service to at least 12.5 million mass-market customer locations,'°
such as those occupied by residences, home offices, and very small businesses
(and excluding locations solely occupied by large enterprises and institutions), of
which no more than 2.9 million may be upgrades to customer locations that
receive speeds of 45 Mbps or more using fiber to the node (“FTTN”) technology:

(1) By December 31, 2015, the Company shall expand its FTTP coverage to
at least 1.6 million of the aforementioned customer locations, including
locations built as of April 15, 2015;

(i) By December 31, 2016, the Company shall expand its FTTP coverage to
at least 2.6 million of the aforementioned customer locations;

10 Customer locations are defined as addresses to which the Company has the technical ability to provide Broadband
Internet Access Service and excluding broadband-connected locations such as gates, ATMs, and elevators. App. B §
II1.2.a. note 2.
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(ii1)) By December 31, 2017, the Company shall expand its FTTP coverage to
at least 5.0 million of the aforementioned customer locations;

(iv) By December 31, 2018, the Company shall expand its FTTP coverage to
at least 8.3 million of the aforementioned customer locations; and

(v) Within four (4) years of the Closing Date the Company will complete the
aforementioned FTTP deployment to all 12.5 million customer locations
and the Company will offer speeds of 45 Mbps or more to at least 25.7
million customer locations.

No more than 1.5 million greenfield locations (i.e., locations at which wire or
fiber lines have not been deployed previously) may be counted towards the 12.5
million customer locations required in subsection 2.a.

The Company may not use, receive, or request any Connect America Funds
(“CAF”) for the investments required to satisfy the 12.5 million FTTP
deployment transaction commitment or for operating expenses for such locations
after such are deployed. Specifically, 12.5 million geocoded locations reported
for purposes of this condition cannot be counted towards satisfying any CAF
requirements.

The Company shall submit a report in accordance with the filing and service
requirements set forth in Section VIL.5. herein on a semi-annual basis that
describes its compliance with subsections 2.a.-c. of this condition, with the first
such report to be submitted six (6) months after the Closing Date, in a format
similar to the report that the Company submits in connection with receiving CAF
Phase I support, and is expected to submit in Phase II, which must include at least
the following, in electronic format:

(1) The number of new customer locations to which FTTP service has been
deployed during the reporting period,

(i1) A CSV file (comma separated values file) or other form approved by the
Commission staff for each location to which FTTP service has been
deployed in satisfaction of this deployment condition, information
presented in substantially the format shown in the chart below (the same
location information collected from CAF Phase I recipients) [omitted];!!

(iii)  Any explanatory notes as required; and

(iv)  Any other information the Independent Compliance Officer determines is
reasonably necessary to report on compliance with this condition.

! The Company must provide latitude and longitude (“Lat/Long”); however, if information for a column other than
LAT/LONG is unavailable for a given location, that column may be blank. App. B § I11.3.a.(ii) note 4.

8
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FTTP CONDITION OBSERVATIONS
FTTP Observation 1: AT&T’s FTTP reporting satisfies Condition requirements.

The ICO reviewed the First Report and Exhibit 1 with reference to the reporting
requirements set forth in Appendix B. The First Report recites the number of customer locations
to which FTTP service has been deployed as of December 31, 2015, and includes details indicating
compliance with the subconditions relating to greenfield deployment, upgrades from FTTN
technology, and the use of CAF subsidies. See First Report at 15-16; App. B. §§ 111.2.a.-c., 3.a.(1).
The CSV file submitted as Exhibit 1 to the First Report contains each of the fields prescribed in
Appendix B § I11.3.a.(i1), as well as additional information (distribution area (DA), service address,
and a unique “service address identification number”).!> The First Report contains “explanatory
notes” (App. B § II1.3.a.(ii1)) addressing, among other things, AT&T’s planning and process for
achieving its FTTP build milestones. See First Report at 8-9. Finally, the First Report contains
“other information” that the ICO has found “reasonably necessary to report on compliance with
this condition” (App. B § I11.3.a.(iv)), such as descriptions of AT&T’s Gigabit expansion planning
process; its database management for tracking FTTP expansion; its treatment of various customer
location subcategories for reporting purposes (i.e., very small businesses (“VSBs”), multiple
dwelling units (“MDUs”), greenfield locations, and FTTN upgrades); and its use of CAF subsidies
during the reporting period. In other words, AT&T has directly addressed the conditions set forth

in subsections III.2.a.-c. of Appendix B and delivered a report that satisfies subsection 3.a.

12 AT&T’s use of a unique service address identification number (“SAIC”) for each customer location permitted the
ICO to conclude that the CSV file contains no duplicate SAIC entries, and that the deployment total reported in the
text of the First Report corresponds to the number included in the CSV file, a number that satisfies the milestone of
1.6 million customer locations set forth in Appendix B § II1.2.a.(i).

9
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FTTP Observation 2: AT&T has designed systems and processes designed to ensure
accuracy in its reporting of FTTP deployment.

To test what AT&T has reported, the ICO set out to determine whether the Company has
established a reliable process for accurately and consistently reporting FTTP deployments in a
manner consistent with the Condition. The ICO met with representatives of AT&T’s
Entertainment Group, Construction and Engineering (“C&E”) group, and Program Management
Team in order to review the process for planning, constructing, and recording FTTP expansion.'?
As a result of these meetings and a review of the supplementary explanatory materials provided,
the ICO was able to confirm that AT&T has established a satisfactory process for identifying and
tracking FTTP deployments consistent with Condition requirements.

Planning and Construction Processes

The FTTP expansion process originates with the Company’s existing long-range planning
system. The ICO was provided with a detailed overview of the financial model used by the
Entertainment Group to arrive at FTTP deployment forecasts over the approximately [BEGIN
HIGHLY CONFIDENTIAL INFORMATION] [END HIGHLY CONFIDENTIAL
INFORMATION] DAs across AT&T’s 21-state footprint. That model considers expected market
penetration, revenue and costs in order to establish expansion priorities. The C&E group next
performs a more detailed study of geographic, landscape and other factors, from which emerge a
“pick list,” and a preliminary and ultimately a final build plan for each individual DA. Once a DA

is selected for FTTP build, the cycle timeline for completion is estimated to be between [BEGIN

13 In anticipation of this meeting, the ICO provided AT&T with requests for information about the Company’s FTTP
deployment planning process and its systems and processes for recording and reporting on completed deployments.

10
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HIGHLY CONFIDENTIAL INFORMATION] [END HIGHLY
CONFIDENTIAL INFORMATION]

Once a DA build is finished, an individual FTTP customer location is reported as
“complete” for internal tracking purposes upon a final signal test at a Fiber Serving Terminal
(FST). A successful test indicates that AT&T has the “technical ability” to provide FTTP service.
See App. B § III.2.a. note 2 (customer locations defined as addresses to which the Company has
technical ability to provide broadband service). All testing is completed by AT&T field
technicians who document the successful test in AT&T internal databases using standard field
reporting tools.

Data Reporting Process

The ICO’s meetings with AT&T’s C&E group included a discussion with the data analysts
responsible for generating the CSV file (i.e., Exhibit 1 to the First Report). The Company provided
the ICO with the chart below, which schematically depicts the flow of data (sourced from internal

and external databases) that builds up to the CSV file.

11
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[BEGIN CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION]

The ICO finds that AT&T’s processes for collecting and merging information for FTTP
Condition reporting are organized and adhere to standard principles of data management. C&E
data analysts have developed a method for linking and pulling discrete data fields across existing
internal databases. The data analysts were able to clearly describe the databases where reportable
information resides, the function of each database, and the processes for merging data from each
database. The analytic team also described for the ICO the series of queries used to pull the data

fields that populate the CSV file.

12
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[BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION]

AT&T stated that it does not ordinarily collect census block information, latitude and
longitude coordinates for customer locations, or information to identify very small businesses;
these inputs are gathered from third-party databases. SAC codes are provided by a reference table.

The final step in the data-aggregation process is the identification of special location

characteristics that mark a location that should be excluded from the customer location count:

13
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gates, ATMs and elevators, and businesses with greater than 10 employees.'* This internal review
process also excludes schools and libraries (which are addressed under the E-rate portion of the
condition). The number of properties already receiving speeds of 45 Mbps or more (limited to a
maximum of 2.9 million locations to be counted toward the 12.5 million FTTP deployment total)
are also calculated by a C&E data analyst’s query of an internal data warehouse for “prior network
speed” to tally those installations with speeds over 45 Mbps. Similarly, a “DA Equipment” field
in underlying databases indicates whether CAF or other frozen funds were used, and permits data
analysts to exclude those locations from the count. Greenfield locations (limited to 1.5 million of
the total 12.5 million) are tallied by examining those customer locations coded with the letter “P”
in the fifth digit of the “DA” field in the CSV file and a null value in the “DA Equipment” field
resident in an underlying database.

Data Quality Control

Quality control is integrated into AT&T’s data reporting process. The Company’s data
analysts appear to pay an appropriate degree of attention to confirming the integrity of the dataset
generated by the above processes. Staff described extensive data cleaning, beginning with
removing duplicates using unique identifiers in the internal data warehouse systems. C&E staff
check entries for accuracy and completeness in order to ensure that values are logically consistent,
that no required fields are missing, and that no locations with an excludable characteristic are

erroneously included." As a final quality-control step, AT&T instructs [BEGIN

14 The ICO understands that AT&T and Commission staff have reached agreement that for purposes of the Merger
Order “very small business” (undefined in Appendix B) will mean a business with ten or fewer employees, which is
the definition adopted by AT&T in the First Report.

15 Data cleaning includes removing locations of fire, elevator, alarm, and ATMs; checking for complete addresses,
and inclusion of required fields (e.g., OCN, GEOID, SAC and LAT/LONG); and excluding CAF/frozen funds.

14
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CONFIDENTIAL INFORMATION]
[END CONFIDENTIAL
INFORMATION] review of the file for completeness and internal consistency.

Third-party Databases

AT&T’s data analysts acknowledged that reliance on external databases presents some
challenges to timely and accurate reporting. Some of those challenges are evident in the use of
third-party databases for reporting latitude and longitude coordinates as required by the Merger
Order, and in excluding businesses above a certain employee-size threshold.

AT&T must reconcile internal customer location data with geographic data [BEGIN
CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION] C&E data analysts described a two-
step process to integrate [BEGIN CONFIDENTIAL INFORMATION] [END
CONFIDENTIAL INFORMATION] geographic data with data collected from internal AT&T
databases. C&E data analysts search for exact matches and then provide the dataset to AT&T
internal data scientists to reconcile inconsistencies. The C&E team members present for the
meeting with the ICO could not describe the secondary analysis, as it is conducted by a separate

division. [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

15
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[END HIGHLY
CONFIDENTIAL INFORMATION]

Reliance on Dun & Bradstreet data (used to record employee size for purposes of including
and excluding business locations based on whether or not they meet the definition of “very small
business™) is also somewhat imperfect, although here the imperfection is owing to difficulties in
verifying the reported facts rather than in tracking or recording them. In theory, Dun & Bradstreet
data could be entirely accurate. In fact, AT&T representatives informed the ICO that, in the
Company’s experience, Dun & Bradstreet business data of this sort is [BEGIN CONFIDENTIAL
INFORMATION] [END CONFIDENTIAL INFORMATION] accurate.

The ICO concludes that, based on information it has reviewed thus far, AT&T has taken
appropriate steps to mitigate the effect of imperfections created by relying on these two third-party
sources. The ICO’s planned field verification (described below) should help to test the accuracy
of the Dun & Bradstreet data, and it appears that AT&T has incorporated into its compliance
process a method to separately address [BEGIN HIGHLY CONFIDENTIAL
INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION] Moreover, the
Company’s use of service address identification codes (SAIC) permits the Company to identify,
track, and report unique locations where FTTP service has been made available.
FTTP Observation 3: AT&T’s FITP reporting process would benefit from formal

documentation and standardization to ensure accuracy and consistency throughout the
deployment period.

AT&T representatives were able to describe the data analytic processes used to generate

the First Report and to exclude certain customer locations from the list as required by the FTTP

16
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Condition. But the process depends, to a significant extent, on employees manually querying the
databases, aligning different datasets, and running quality checks to produce the report. As of the
First Report, little documentation was evident regarding the processes implemented to produce the
report.

In response to questions by the ICO, the AT&T C&E data analytics team stated that they
did not expect to make changes to the data-merging process during the FTTP expansion period.
The analytics team also indicated that the data-merging and quality-control processes had not been
documented in an instruction or otherwise formally memorialized. The team explained that they
had created and used the current process expressly and uniquely for the purpose of preparing the
CSV file and the First Report, and that they had not yet taken steps toward standardization or
formal documentation of the process. Team members also explained that they were currently
developing logics to consolidate the query process so as to generate an automated reporting method
that would eliminate all or most of the manual elements of the data-merging process. Likewise,
AT&T was not in possession of formal documentation setting forth the final data-cleaning process
[BEGIN CONFIDENTIAL INFORMATION] [END
CONFIDENTIAL INFORMATION]

The process for developing the required CSV file from databases used in the ordinary
course of business is currently partially a manual one rather than wholly mechanized. A manual
process is more prone to error or even manipulation. An additional concern arises from the
prospect of the loss of any team members responsible for designing the process and manually

performing a series of rather intricate database query and quality control steps: the knowledge of

17
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how to perform these operations could be lost upon departure of the operator. Any repeated
process needs to be formally documented to ensure consistency and accuracy.

A top priority for the coming reporting period would be to document analytic processes
and standardize reports. These additional internal control steps would help to increase confidence
in the accuracy and reliability of future submissions.

FTTP Observation 4: Additional analysis is required to independently verify the integrity
of reported data.

The CSV file provided to the FCC includes [BEGIN HIGHLY CONFIDENTIAL
INFORMATION] [END HIGHLY CONFIDENTIAL INFORMATION] unique
customer addresses. The ICO was able to verify that the file is internally consistent, i.e., it contains
no duplicate customer locations and all required fields are completed.

The ICO was unable, however, at the time of this report to verify independently the
reported number of greenfield locations, the reported number of locations that constitute FTTN
upgrades, or the exclusion of FTTP deployment funded by CAF subsidies. Verification of each of
these characteristics will require access to underlying internal databases.'® Similarly, the data-
cleaning process [BEGIN CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION] requires further validation.

The AT&T C&E data analytics team agreed to provide the ICO with a chart that reflects

the specific connections between, and queries across, the Company’s FTTP tracking databases.

The team also agreed to provide “screen shots” of actual database layouts to permit further

16 Specifically, the [BEGIN CONFIDENTIAL INFORMATION]
[END
CONFIDENTIAL INFORMATION]

18



REDACTED—FOR PUBLIC INSPECTION

verification of the steps in the data-merging process. The ICO would also benefit from a review
of the process [BEGIN CONFIDENTIAL INFORMATION] [END
CONFIDENTIAL INFORMATION] employs as a final check of the CSV file. The ICO expects
to report on the results of these additional independent reviews in the next report.'”

FTTP Observation 5: Initial field verification testing tends to confirm the reliability of
reported FTTP information, but more testing is needed.

In order to independently confirm the accuracy of the reported FTTP deployment, the ICO
developed a methodology and plan to inspect samples of completed installations in the field.'"® The
ICO conducted a limited number of field verifications to include in this report, drawn from a
sample of 100 DAs in two metro areas reported on the CSV file. The ICO’s objectives were two-
fold: first, to confirm reported FTTP deployments, and second, to test the ICO’s proposed sampling
and testing methodology as the basis for more extensive field verification to be conducted in future
reporting periods.

Sampling Methodology

The ICO analyzed over one million records in the CSV file in order to prioritize, for the
sake of efficiency in the field, metro areas with the [BEGIN HIGHLY CONFIDENTIAL

INFORMATION] [END HIGHLY CONFIDENTIAL

17 The FTTP deployment numbers reported are [BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END
HIGHLY CONFIDENTIAL INFORMATION] with its First Report. While it is theoretically possible that the
Company could have already exceeded its greenfield quota (a total that must, by definition, be reduced by the number
of FTTN upgrades), the ICO concludes that that likelihood is small. These observations, and any related to the CAF
subcondition, are all subject to a further review of underlying databases.

18 During the Dallas meetings with the Entertainment Group, C&E group and Program Management Team, AT&T
took the ICO’s representatives on site visits to recent FTTP deployments in each of an MDU and a single-family
residential neighborhood. AT&T technicians provided a static demonstration of actual FTTP components and
described the construction process for each type of residence. These visits provided additional context to help in the
ICO’s development of a testing methodology.
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INFORMATION]. Based on data included in the First Report, Austin, Texas!® [BEGIN
HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION] The ICO then selected a [BEGIN
HIGHLY CONFIDENTIAL INFORMATION] [END HIGHLY
CONFIDENTIAL INFORMATION] metro area in another state in order to broaden the sample
and reduce the effect of possible state-specific factors. Raleigh, North Carolina accounted for the
[BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION]

The ICO randomly selected 50 DAs in each city. Within each selected DA, the ICO
selected the tenth customer location listed.?’ The ICO provided a working sample of 50 customer
locations (drawn from each city’s sample of 50 DAs) to the ICO’s telecommunications consultant
(the “ICO SME”).

The ICO SME examined the sample of 50 customer locations and plotted the sites on
Google Earth. For the sake of efficiency, he excluded from the working sample any outliers that
would cause excessive travel time, and arrived at a final list of 24 sites to attempt to inspect in a
one-day field visit. For the initial visit, the ICO SME provided AT&T a list of Central Office
locations associated with each sample customer location, and prepared a proposed route to travel

to each sample location.

19 Due to severe weather, the scheduled Austin field visit was postponed until later in March 2016. The results of that
visit will be included in the next ICO report.

201f a DA contained fewer than 10 unique customer locations, the ICO selected the last listed location. Only two of
the selected DAs contained fewer than ten listed individual customer locations.
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Testing Methodology

The AT&T-provided chart below depicts the general fiber architecture and the initial

approach for field verification.

[BEGIN HIGHLY CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION]
In this chart, AT&T’s FTTP deployment moves from the Central Office (right) to the ONT
(left). The PFP is the fiber optic hub for each DA, and the FST is the final fiber optic network step

for purposes of compliance with the Condition. [BEGIN HIGHLY CONFIDENTIAL

INFORMATION]
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[END
HIGHLY CONFIDENTIAL INFORMATION]

Upon selecting an FTTP address, the testing methodology would proceed according to the
following steps. The ICO SME, accompanied by an AT&T field technician, will travel to the
address as plotted by the provided Lat/Long data, and confirm that the Lat/Long matches the FTTP
address. The field technician will identify which installed FST serves the selected sample location,
and test for fiber optic cable plant continuity to the PFP. If a sample customer location is in fact
connected to the FST, this continuity test step is omitted, because the fiber connection itself
demonstrates that AT&T is not only technically able to provide FTTP service, but is in fact
providing it. Each step of the field verification process is documented and photographed as
appropriate.

Field Visit Results

While visiting the first location in Raleigh, the ICO SME learned that AT&T personnel on
the ground that day were unable to trace the fiber optic infrastructure path designated to serve a
given address. AT&T field personnel explained that the only way to confirm the fiber optic
infrastructure path leading from the FTTP address to the FST and the PFP would be from the
engineering plans used to design and construct the fiber optic network within the DA.

The ICO SME therefore modified the field verification process on site. The ICO SME,

accompanied by AT&T field technicians, traveled to the sampled address as plotted by the
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provided Lat/Long and confirmed?' that the Lat/Long matches the FTTP address. The technician
located the FST installed in the vicinity of the sampled location. If any customer was connected
to the identified FST, there was no need to test since the fiber connection itself demonstrates that
AT&T is not only technically able to provide FTTP service, but is in fact providing FTTP service
to at least one customer from that FST using the same?? fiber optic cable plant that would serve
the sample address. If there no connections to the FST, the technician tested for fiber optic cable
plant continuity to the PFP. The FST continuity testing was conducted using a dB loss light meter
to measure light power loss between the PFP and the FST. The AT&T technician explained that
any value under [BEGIN HIGHLY CONFIDENTIAL INFORMATION] [END
HIGHLY CONFIDENTIAL INFORMATION] loss was acceptable for the line to go into
service.

The ICO SME started with a list of 23 potential sites to attempt to visit in one day out of
the original sample of 50. In the time AT&T and the ICO SME agreed to in advance, the field
visit reached 11 sites. Of those sites, there were no instances where the FTTP sample address
selected was a current FTTP customer. Eight sample sites had active FTTP connections at the FST
that did not include the sample address, and three sample sites had no active connections at the
FST and required testing to confirm FTTP capability.

Feedback Meeting on Initial Site Visit

Following the initial site visit to Raleigh, the AT&T Project Management Team, the C&E

team, and the ICO convened a conference call to discuss lessons learned from the initial field visit

2l Lat/Long was confirmed using a cell phone application.

22 If there were no connections to the FST, the AT&T technician could not be certain that this was the FST servicing
the sampled location without the designated engineering drawings.
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and discuss changes to the process for the next field visit. The teams agreed that the main challenge
in the field verification process was correctly identifying the FST associated with a given customer
location. The ICO and AT&T decided, for the next field verification visit, that the ICO would
provide the Company with a list of the DAs for each sampled location (but not the locations
themselves) in advance. This change in methodology (from the previous method of providing only
Central Office information), should permit the Company to prepare in advance a list of FSTs for
each DA that includes which FSTs are intended to service which customer locations. The ICO
intends to use this method for the second field verification visit.

FTTP CONDITION RECOMMENDATIONS

1. The ICO recommends that the Company complete its plans to formally document the
FTTP reporting process so as to ensure consistency in reporting over the entire four-
year reporting period.

2. During the next reporting period, the ICO will conduct an independent review of the
Company’s underlying C&E databases in order to evaluate the specific data-field
interrelationships and queries used to track and report FTTP deployment. The ICO will
also review the [BEGIN CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION] data-cleaning process described by
C&E data analysts.

3. During the next reporting period, the ICO will work with the Company to further refine
the methodology for field verification, and begin a regular pattern of site inspections.

1B. E-RATE CONDITION
E-rate Condition Requirements (Appendix B §§ I11.2d. and 3.b.)
Condition.

2.d.  In addition to the 12.5 million FTTP locations required by this condition, the
Company is obliged to offer 1 Gbps FTTP Service (“Gigabit FTTP Service”) to
any E-rate eligible school or library located within or contiguous to a distribution
area in which the Company deploys FTTP-based service, including all of the
distribution areas included with the 12.5 million FTTP buildout, which includes
approximately 6,000 E-rate eligible schools and libraries (“covered schools and
libraries”). Provided however, the Company is not obliged to deploy Gigabit
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FTTP Service to schools and libraries outside of its wireline footprint. In order to
satisfy this condition, the Company must offer Gigabit FTTP Service in response
to a Form 470 seeking bids for Gigabit FTTP Service to any covered school or
library, pursuant to the E-rate rules, and it must engage in affirmative and
adequate outreach to make all covered schools and libraries aware of the
opportunity to purchase its Gigabit FTTP Services. The Company shall make
adjustments to its outreach efforts in response to reasonable requests from the
Commission’s Office of General Counsel.

The Company shall submit a report in accordance with the filing and service
requirements set forth in Section VIL.5. herein on an semi-annual basis that
describes its compliance with subsection 2.d. of this condition, with the first such
report to be submitted six (6) months after the Closing Date, which must include
at least the following, in electronic format:

(1) A list of the covered schools and libraries to which the Company has
provided a bid for FTTP services pursuant to this condition, the FCC Form
470 associated with each such bid, and information about the monthly
recurring charges and any special construction charges associated with
each such bid;

(i1) The number of covered schools and libraries to which Gigabit FTTP
Service has been deployed during the reporting period;

(ii1)) A CSV file (comma separated values file) or other form approved by the
Commission staff for each school or library location to which Gigabit
FTTP Service has been deployed in satisfaction of this deployment
condition, information presented in substantially the format shown in the
chart below [omitted];

(iv)  Any explanatory notes as required,

(v) A description of the Company’s outreach to covered schools and libraries
to notify them of the availability of Gigabit FTTP Service; and

(vi)  Any other information the Independent Compliance Officer determines is
reasonably necessary to report on compliance with this condition.

E-RATE CONDITION OBSERVATIONS

FTTP E-rate Observation 1: AT&Ts E-rate reporting satisfies Condition requirements.

The ICO has reviewed the First Report and Exhibits 2, 3 and 4 with reference to the

reporting requirements set forth in Appendix B. The First Report includes a list of covered schools

and libraries to which AT&T has provided a bid for FTTP service (Exhibit 2), and copies of the
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Form 470s associated with each bid (Exhibit 3). The First Report states that due to the regular
calendar governing the submission of Forms 470 by schools and libraries seeking bids pursuant to
the E-rate program, AT&T has no data to report for the December 31, 2015 period on the numbers
or locations of schools and libraries to which Gigabit FTTP Service has been deployed, or a
corresponding CSV file detailing the information required by Appendix B § II1.3.b.(ii1). See First
Report at 23-24.2 The First Report includes a description of outreach activities, including the
efforts of AT&T’s existing sales channel to promote awareness of the opportunity for covered
schools and libraries to bid for Gigabit FTTP Service, an example of its direct mail and email
outreach efforts to covered schools and libraries (Exhibit 4), and a list of technology conferences
(Exhibit 5) at which AT&T sales representatives plan to interact with prospective E-rate
customers. See First Report at 24-27; App. B § II1.2.d. In summary, ATT has directly addressed
the conditions set forth in subsection I11.2.d. of Appendix B and delivered a report that, in light of
the E-rate calendar, satisfies subsection 3.b.

FTTP E-rate Observation 2: AT&T has designed a process to address Condition
requirements and for the accurate reporting of E-rate deployment.

To test compliance with the Condition, the ICO met with representatives of AT&T
Business Solutions, the C&E team and the Program Management Team to determine whether

AT&T had established a reliable process for addressing Condition requirements, including

23 The First Report notes, correctly, that the Merger Order does not require AT&T to have deployed Gigabit FTTP
Service to covered schools and libraries pursuant to this Condition as of December 31, 2015. See First Report at 23-
24. Instead, the Merger Order requires AT&T to report on any deployments that have occurred during the reporting
period. See App. B § I11.3.b.(ii)-(iii). As discussed below, the timing of the E-rate season and the Merger Order are
such that there was no reportable Gigabit FTTP Service deployment to covered schools and libraries during the first
reporting period.
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accurate and consistent reporting of E-rate deployment results.>* The ICO was able to confirm
that AT&T has leveraged its existing E-rate compliance processes in order to identify schools and
libraries covered by the Condition, to track Form 470 requests for Gigabit FTTP services, and to
submit responsive bids. The ICO also confirmed that AT&T has established a program that
includes both direct outreach to covered schools and libraries and an effort to promote more
general awareness of AT&T’s services among actual and potential E-rate customers.

Process for developing a list of covered schools and libraries

The ICO met with AT&T’s Business Solutions group and the Project Management Team
to discuss the process for identifying covered schools and libraries and responding to any Form
470s requesting Gigabit FTTP Service that these schools and libraries may submit. The
Company provided the ICO with the flow chart below, which describes the decision steps that

lead to responding to a Form 470 consistent with Condition requirements.

24 In anticipation of this meeting, the ICO provided AT&T with requests for information about the Company’s E-rate
planning, marketing and sales process, and its systems and processes for identifying covered schools and libraries,
and for tracking, recording, and reporting on E-rate bids and responses.

27



REDACTED—FOR PUBLIC INSPECTION

[BEGIN CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION]
In order to comply with the Condition, AT&T must first develop a comprehensive list of

schools and libraries “located within or contiguous® to a distribution area” (App. B § I11.2.d.)

25 For purposes of the First Report, AT&T defined schools or libraries to be “contiguous” to a DA if they are either
within “a 1000 feet radius [drawn around] a fiber access point (FAP) within a DA in which AT&T has deployed, or
plans to deploy, FTTP as of the next July Ist,” or “within 100 feet of the boundary of a DA in which AT&T has
deployed, or plans to deploy, FTTP as of the next July 1st.” See First Report at 18-19. AT&T had estimated that
adoption of this definition of “contiguous” would increase the anticipated total of covered schools and libraries by
about 2,000, resulting in a total of approximately 7,700 covered schools and libraries by July 2019. The Company
has since agreed with FCC staff to treat as “contiguous” any school or library whose geocode, extended by a 250-foot
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where the Company has deployed FTTP service.?® This list serves to define those schools and
libraries (a) to which AT&T must conduct outreach activities under the Condition and (b) that it
must monitor for submitted Form 470s.

AT&T reported the following steps to develop a list of covered schools and libraries:

o Identify all DAs in which AT&T has deployed or plans to deploy FTTP service by
the next July 1. AT&T uses DA information available from its FTTP deployment
tracking and adds deployment plans provided by the Entertainment Group in order
to capture projected coverage.

o Using the most recently available National Telecommunications and Information
Administration (NTIA) broadband mapping data on schools and libraries, AT&T
identifies all of the E-rate eligible individual schools and libraries located within
and contiguous to those DAs.

See First Report at 20.

The ICO observes that this methodology appears well designed to identify schools and
libraries covered by the geographic requirements of the Condition. As discussed below, the
method will require independent verification during the next reporting period.

Process for ensuring identification of “covered” Form 470s

Once the universe of covered schools and libraries is defined, AT&T must track those
entities for filed Form 470s. The Business Solutions team explained to the ICO that the E-rate
“season” for submitting Form 470s runs from October to March, with the lion’s share of Form

470s filed between January and March.2” AT&T responds to approximately [BEGIN HIGHLY

radius, is within or tangent to a DA boundary. According to AT&T, by this definition of “contiguous,” the total
number of covered schools and libraries is estimated to reach 9,000 by July 2019.

26 As described below, the E-rate bidding calendar and the Condition’s outreach requirement effectively obligate
AT&T to include in this comprehensive list any schools and libraries that will be located within or contiguous to DAs
for which AT&T plans to complete FTTP deployment by July 1 of a given year.

27 As described by the Business Solutions team and as verified by reference to the USAC website, the FCC Form 470
can be filed for a particular funding year as soon as USAC posts a notice to that effect on its website. This occurs
about 12 months before the start of a funding year. The Form 470 must be posted at least 28 days before the close of
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CONFIDENTIAL INFORMATION] [END HIGHLY CONFIDENTIAL
INFORMATION] Form 470s in a given year, and currently serves approximately [BEGIN
HIGHLY CONFIDENTIAL INFORMATION] [END HIGHLY CONFIDENTIAL
INFORMATION] E-rate customers. The Business Solutions team explained to the ICO that
AT&T leverages its established E-rate processes to respond to Form 470s in a manner consistent
with the Merger Order. The Company reported that as of December 31, 2015, the Company had
responded to, or was in the process of responding to, all Form 470s received to that point from a
covered school or library requesting Gigabit FTTP Service. See First Report at 18 and 22-23.

The Business Solutions team described for the ICO the steps employed to identify Form
470s filed by covered schools and libraries. First, the existing E-rate team conducts a manual
search of the Universal Service Administrative Company (“USAC”) databases for Billed Entity
Numbers (“BENs”) that correspond to the schools and libraries identified as within or contiguous
to a DA. The AT&T team also searches the National Center for Education Statistics website and
conducts internet research in order to determine whether a school or library has more than one
BEN and whether it was associated with another entity, such as a library system, school district or
consortium, that may also have filed a Form 470.

From time to time a school or library, rather than posting a Form 470 under its individual
BEN, will be included under the umbrella of a district or consortium that files a Form 470 on
behalf of that individual school or library and others. In that event, AT&T’s usual process for

tracking individual schools and libraries will not automatically detect that that consortium filing

the application period. For FY 16, the closing date was extended to April 29, bringing the deadline for application to
April 1, 2016.
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means that a covered school or library has in fact requested a bid for Gigabit FTTP Services.
Consequently, AT&T must manually research the USAC system in order to identify BENs for
consortiums that have filed Form 470s. AT&T E-rate operational compliance staff then compare
the BENs of all members of these consortiums to the list of BENs included in AT&T’s FTTP build
plan. If a consortium includes a member with a BEN that represents a covered school or library,
the entire consortium is added to the E-rate sales team’s ordinary-course monitoring system?® so
that any Form 470 it submits will receive a response.

Process for ensuring that “covered” Form 470s receive responses

AT&T explained to the ICO that, in order to ensure responses consistent with the
Condition, it has integrated Condition requirements into its regular E-rate processes, and imposed
an additional compliance overlay to meet Condition requirements.?’ AT&T takes the following
steps to ensure that the Company responds to all Form 470s filed by covered schools and libraries
requesting FTTP Gigabit Service:

o The E-rate operations compliance team undertakes a daily review of the list of

posted Form 470s in order to determine if a Form 470 has been posted by a BEN
previously flagged as “covered” by the Condition (i.e., within or contiguous to a

DA).
o Form 470s that meet the Condition are flagged and tracked for reporting purposes.
o The Form 470 is reviewed carefully to ensure the accompanying “request for

proposal” language is consistent with the information indicated on the Form 470.

o Where the RFP clarifies that the services sought do not in fact trigger Condition
requirements, the Form 470 is flagged to indicate that no response required.

28 AT&T uses [BEGIN CONFIDENTIAL INFORMATION] [END
CONFIDENTIAL INFORMATION] to provide a sales portal for all posted Form 470s.

2 AT&T Business Solutions representatives said that the total number of Form 470s posted nationally by all schools
and libraries exceeds 35,000 in a given year. AT&T has a dedicated E-rate compliance program and sales process
that predates the Condition.
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AT&T Business Solutions representatives described additional steps to ensure that sales
staff are aware of Condition requirements. The E-rate operations team emails sellers (i.e., AT&T
sales staff) to notify them when a covered school or library has submitted a qualifying Form 470,
and to provide guidance regarding bidding requirements and the obligation to track and report on
the Form 470 request and bid response. Follow-up emails with a seller continue until the bid is
approved for submission to the covered customer. Copies of bids are retained, and annotations are
included with respect to monthly recurring charges and special construction charges. These inputs
(Form 470 request and bid details) are captured and submitted in the form of Exhibit 2 to the First
Report.

Process for reporting on deployment of Gigabit FTTP Service to covered schools and libraries

The Business Solutions team explained that, if and when AT&T is awarded a contract, the
Company will (a) identify the name of the entity and the services to be installed, (b) review
monthly recurring costs for consistency with the bid and contract, and (c) add billing for monthly
recurring charges and special construction charges for services installed prior to the FCC reporting-
period cutoff date. Together with the geographic and other information (like that included in the
FTTP Condition reporting), this information will build up into the CSV file required for E-rate
reporting in future periods.

As discussed in the First Report, and as elaborated to the ICO by AT&T during subsequent
meetings, the E-rate fiscal year and contracts for broadband service awarded under the E-rate
program run from July Ist to June 30th. Eligible schools and libraries typically post Form 470s
from approximately October through March, in order to seek bids for a contract to begin the

following July 1st. See First Report at 17. Therefore, AT&T was not required to have deployed
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Gigabit FTTP Service to covered schools and libraries pursuant to this Condition during this first
reporting period.> The AT&T Program Management Team stated that they expect to file CSV
files representing deployed Gigabit FTTP Services to covered schools and libraries in the
Company’s January 2017 report.®!

Process for conducting “affirmative and adequate outreach”

The AT&T Business Solutions team explained that the E-rate sales team (drawn from the
Government, Education and Medical (“GEM”) sales channel segment and supported by E-rate
subject matter experts) provides information about available E-rate products and services to
potential customers in the ordinary course of business. The Condition requires that AT&T engage
in affirmative and adequate outreach to covered schools and libraries.* The Business Solutions
team described the following two-pronged approach for ensuring outreach to covered schools and
libraries:

Direct Mail and Email to covered schools and libraries:

o AT&T reports that on October 1, 2015, the Company sent mailings (in the
form of Exhibit 4 to the First Report) addressed to school principals,
librarians, and other known points of contact at covered schools and

libraries located within DAs that were part of the 2015 end-of-year build
plan. See First Report at 25.

o On January 5, 2016, AT&T sent mailings to covered schools and libraries
located within DAs that are part of the first-half of 2016 build plan and those

30 The ICO observes that with the Merger Order dated July 24, 2015, any Gigabit FTTP Service deployment that
occurred in the second half of 2015 would have related to bids submitted prior to the Merger Order, i.e., prior to the
effective date of the Condition’s requirement to “offer Gigabit FTTP Service in response to a Form 470 seeking bids
for Gigabit FTTP Service.” App. B § II1.2.d.

3 AT&T expects its next report to cover the period January 1 to June 30, 2016, see First Report at 1 n.2, a period
which precedes the July 1 contract date coinciding with the new fiscal year.

32 AT&T representatives explained to the ICO that once a Form 470 is posted, there are restrictions on communications
with the school or library regarding their proposal outside of the formal bidding process itself.
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schools and libraries “contiguous” to DAs planned to be built by the end of
the first half of 2016. See First Report at 25-26.

o Follow-up emails were sent by January 1, 2016 to covered schools and
libraries that were targeted in the October 2015 direct mailing, and by
January 31, 2016 to those that were sent the January 2016 mailing.

Technology Events:

J AT&T marketing representatives described to the ICO how the Company
plans to leverage its attendance at national, state, and local education
technology conferences in order to spread awareness of both AT&T’s fiber
rollout plans and the educational benefits of broadband internet access
generally.

o Technology events (listed in Exhibit 5 to the First Report) are planned
throughout 2016 nationally and in states across AT&T’s wireline footprint.
AT&T plans to have information and marketing materials available (sample
at Exhibit 6) that encourage potential E-rate customers to learn more about
the availability of broadband options.

FTTP E-rate Observation 3: AT&T’s FTTP E-rate process is complex and should be
formally documented to ensure accuracy and consistency throughout the deployment period.

AT&T representatives were able to demonstrate the data gathering and analytic processes
used to develop the list of covered schools and libraries and to produce information required for
the First Report. That process depends, to a significant extent, on employees’ manually searching
third-party sources, querying databases, and aligning different datasets. During the ICO’s review,
little documentation was evident regarding the processes implemented to produce the First Report.

The ICO’s concern here is the same as for FTTP deployment: the inherent risk of a manual
process that is susceptible to error or even manipulation. Because of the challenges described in
identifying posted Form 470s for covered schools and libraries, for example, the ICO is concerned
about the prospect of the loss of any team members responsible for designing the process and

manually performing a series of database-query and quality-control steps. The knowledge of how
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to perform these operations could be lost upon departure of the operator. Any repeated process
needs to be formally documented to ensure consistency and accuracy.

Although not a concern for the First Report, AT&T should begin to formally document
procedures for producing the CSV report for Gigabit FTTP deployment to schools and libraries,
so as to address similar concerns to those regarding the databases used for tracking FTTP
deployment. The E-rate condition requires that the FTTP deployment database (developed by the
C&E group) include deployment plans (produced by the Entertainment Group) for the upcoming
period, so as to arrive at the list of DAs where Gigabit FTTP service will be available. These steps
permit AT&T’s E-rate teams to identify covered schools and libraries, conduct required outreach,
track Form 470 postings, and respond as required by the Merger Order. AT&T did not demonstrate
for the ICO the process and quality control steps for combining these data sources, and the ICO
assumes that that process requires formal documentation as well.

A top priority for the coming reporting period should be to formally document data
collection, analytic processes, and report standardization. Without suggesting that any actual
weaknesses were noted in the reported data itself, the ICO observes that strengthening internal
controls will serve to bolster confidence in the accuracy and reliability of future submissions.

FTTP E-rate Observation 4: Additional analysis is required to independently verify the
integrity of reported data.

AT&T’s process for identifying covered schools and libraries for outreach efforts and Form
470 tracking depends on accurately identifying DAs that are completed or planned to be completed
in the first half of 2016. In addition to generating the list of DAs built and planned to be built,
schools and libraries both within the DAs and those that are “contiguous” must be identified by

overlaying NTIA broadband mapping data on each DA. As the foundational element of the
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Condition, this process requires independent verification. In order to conduct that verification, the

ICO will require access to underlying internal databases and maps of DAs. The AT&T Business

Solutions group and the Program Management Team were amenable to providing this data and in

general to assisting the ICO in developing an approach to oversee the Condition.

Finally, as the E-rate season continues into the coming months, the ICO anticipates

conducting additional field testing of AT&T’s outreach efforts, as well as verification of FTTP

deployment upon the submission of the first E-rate CSV file, similar to the verification methods

used to test the FTTP Condition.

E-RATE CONDITION RECOMMENDATIONS

The ICO recommends that AT&T formally document the E-rate reporting process to
ensure consistency in reporting over the entire four-year reporting period.

The ICO will require additional detail regarding mapping data to perform testing of the
Company’s methods for associating DA build plans with covered schools and libraries.

2. NON-DISCRIMINATORY USAGE-BASED PRACTICES (“NDUP”) CONDITION

NDUP Condition Requirements (Appendix B §§ IV.2. and 3.)

Condition.

2.

In the application of usage-based allowances or other retail terms and conditions
for its Fixed Broadband Internet Access Service, the Company shall not
discriminate in favor of its own Video Programming services, including a
Company-operated online Video Programming service or any Company “TV
Everywhere” service (whether operated by AT&T’s U-verse service, DIRECTV,
or the equivalent), or any content or application available through its own Video
Programming services, including through the exemption of one or more of its own
Video Programming services from usage-based allowances. For the avoidance of
doubt and consistent with such prohibition, this condition does not prohibit the
Company from offering discounts for integrated bundles of the Company’s U-
verse or DIRECTYV satellite Video Programming service or rebranded offerings of
these services with the Company’s Fixed Broadband Internet Access Services.
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Reporting.

3. The Company shall submit a report in accordance with the filing and service
requirements set forth in Section VIL.5. herein on a semi-annual basis that details
its compliance with this condition, with the first such report to be submitted six
(6) months after the Closing Date, which will include at least the following: a
description of all terms and conditions associated with its usage-based allowances
and any other information the Independent Compliance Officer determines is
reasonably necessary to report as required by this condition.

NDUP CONDITION OBSERVATIONS
NDUP Observation 1: AT&Ts NDUP reporting satisfies Condition requirements.

The ICO has reviewed the First Report and Exhibit 7 with reference to the requirements
set forth in Appendix B. The First Report states that AT&T has fully complied with the Condition
throughout the first reporting period. See First Report at 28. The First Report includes a
description of the terms and conditions of its usage-based allowances, and the Company’s
procedure for enforcing allowances. See First Report at 28-30.%> Exhibit 7 contains samples of a
customer order and bill that point to AT&T’s broadband terms and conditions, as well as
information publicly available on AT&T’s website about data usage and related AT&T policies.
See First Report at 30-31 and Ex. 7. The Company refers to the training of a number of personnel
on the requirements of the Condition, and describes additional procedures AT&T has established
to ensure that customer offers, pricing, and promotions, and any proposed changes to usage-based

allowances, are subject to Condition-specific compliance review. See First Report at 31-32. In

33 AT&T provides a customer with a number of notifications regarding usage once the customer has exceeded the data
cap (and thereafter), and a webpage dedicated to usage calculations. However, AT&T states that, [ BEGIN HIGHLY
CONFIDENTIAL INFORMATION]

[END HIGHLY CONFIDENTIAL INFORMATION]

37



REDACTED—FOR PUBLIC INSPECTION

summary, ATT has addressed the conditions set forth in subsection 1V.2. of Appendix B and
delivered a report that, at this point, satisfies subsection 3.
NDUP Observation 2: AT&T has designed a process to address Condition requirements.
To evaluate compliance with the Condition, the ICO met by phone and screen-share with
representatives of the AT&T Entertainment Group and the Program Management Team in order
gain a better understanding of the Company’s approach.** In general, the material presented to the
ICO during this meeting reflected a more detailed discussion of subjects set forth in the First
Report. AT&T confirmed that it has convened a working team dedicated to compliance with the
Condition, that it has conducted training on the Condition with [BEGIN CONFIDENTIAL
INFORMATION] [END CONFIDENTIAL INFORMATION] employees, and
that it has imposed additional Condition-specific controls on its ordinary course practices with
respect to new product offerings, promotions, and pricing.>>
Training
AT&T told the ICO that in the Company’s view, the Condition requirements are novel and
complex, and require a considerable amount of training for personnel who may be involved with

usage-based allowances. [BEGIN CONFIDENTIAL INFORMATION]

34 In anticipation of this meeting, the ICO provided the Company with requests for information about products and
services that might trigger the Condition, as well as policies, procedures, and training designed to ensure compliance.

35 The Company also walked the ICO through its current usage-based practices and enforcement policy, including the
various notices sent to customers as they reach usage thresholds, and displayed examples of the reference materials
available to customers on the AT&T website. This review was consistent with the information provided in the First
Report and Exhibit 7.
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[END
CONFIDENTIAL INFORMATION] According to AT&T, approximately [BEGIN
CONFIDENTIAL INFORMATION] [END CONFIDENTIAL INFORMATION]
individual employees have received training specific to the NDUP Condition. The ICO will be
seeking additional details during the next reporting period concerning this training and the
standards adopted by AT&T to adhere to the Condition.

Offer and Product Management Procedures

The Company described for the ICO the ordinary-course procedures for internal review of
consumer and small-business offers and promotions. AT&T has added two elements to this
“business as usual” process for purposes of Condition compliance. [BEGIN CONFIDENTIAL

INFORMATION]

36 According to the working team, [BEGIN CONFIDENTIAL INFORMATION] [END
CONFIDENTIAL INFORMATION] an already-approved offer or promotion requires modification, the ordinary-
course review process would start over at the beginning.
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[END CONFIDENTIAL INFORMATION]
Complaints
The ICO had asked about the Company’s process for reviewing complaints (from
customers or other parties) that might implicate the NDUP Condition. The Project Management
Team described the process for intake of complaints lodged through or by the FCC (whether
informally, formally, or as an enforcement action), as well as by customers directly to AT&T. The
Project Management Team explained that in each case, the Company has established a process for
identifying issues that implicate one or more of the Merger Conditions, [BEGIN
CONFIDENTIAL INFORMATION]
[END CONFIDENTIAL INFORMATION] In the case of

informal customer complaints, the Company [BEGIN CONFIDENTIAL INFORMATION]

[END CONFIDENTIAL INFORMATION] Going
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forward, additional details regarding relevant complaints will be needed in order to facilitate
review and tracking by the ICO.

NDUP Observation 3: Additional analysis is required to independently validate the
information reported.

The First Report states that AT&T has complied with Condition requirements, and the
Company has provided the ICO with a detailed overview of its compliance efforts. For purposes
of this initial report, the ICO did not undertake an independent review, either of the information in
the First Report or of the information provided during subsequent discussions with members of
the NDUP Condition working team. During the next reporting period, the ICO will begin to
examine the substance of the Company’s training program, the practical workings of its offer and
promotion compliance procedures, and the operations of its complaint intake, tracking, and
resolution processes.

The ICO will also require during the next reporting period concrete information about the
“Video Programming services” and related content (See App. B § IV.2.) that the Company offers
or plans to offer, and how those services implicate the Merger Condition. More details are required
about content offerings (and other potential avenues for discrimination against unaffiliated online
video distribution services) in order to independently evaluate AT&T’s assertion that it is in
compliance with the NDUP Condition. Similarly, more details will be needed concerning

discounts for integrated bundles of services, which are expressly exempt from this Condition.
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3. DISCOUNTED BROADBAND SERVICES PROGRAM CONDITION
DBS Condition Requirements (Appendix B § VI.2.)

Condition.

Within nine (9) months of the Closing Date, the Company shall establish and commence
a program to substantially increase broadband adoption in low-income households throughout
AT&T’s wireline footprint (the “Discounted Broadband Services Program™).

a. The Company shall offer wireline Broadband Internet Access Service with
download speeds of at least 10 Mbps, where technically available, to qualifying
households in the Company’s wireline footprint for no more than $10 per month.
If 10 Mbps wireline Broadband Internet Access Service is not technically
available, the Company shall offer wireline Broadband Internet Access Service
with download speeds of at least 5 Mbps, where technically available, to
qualifying households in the Company’s wireline footprint for no more than $10
per month.

b. Where AT&T has deployed broadband service at top speeds below 5 Mbps, the
Company shall offer wireline Broadband Internet Access Service at speeds of at
least 3 Mbps, where technically available, to qualifying households in the
Company’s wireline footprint for no more than $5 per month.

C. Qualifying households are those where at least one individual participates in the
Supplemental Nutrition Assistance Program (“SNAP”), subject to annual
recertification, and that do not have outstanding debt for AT&T’s Fixed
Broadband Internet Access Services that was incurred within the six (6) months
prior to the individual’s request for services under the Discounted Broadband
Services Program or that is incurred for services provided under the Discounted
Broadband Services Program and that is subject to the Company’s ordinary debt
collection procedures.

d. The Company shall offer the discounts set forth in this condition for at least four
(4) years from the commencement of the Discounted Broadband Services
Program. Qualifying households who sign up for the Discounted Broadband
Services Program in the fourth year of the Discounted Broadband Services
Program shall remain eligible for at least twelve (12) months.

e. Qualifying households shall not be required to pay any installation or modem
charges or fees in order to participate in the Discounted Broadband Services
Program.

f. For the period during which this condition is in effect, the Company shall clearly

and conspicuously market the Discounted Broadband Services Program, including
but not limited to undertaking the following actions:
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REDACTED—FOR PUBLIC INSPECTION

Providing on the Company’s consumer-facing homepage a link to a
webpage devoted to describing the Discounted Broadband Services
Program; and

Ensuring that the Company’s Customer Service Representatives are
trained prior to the commencement of the program to inform consumers of
the availability of the Discounted Broadband Services Program offerings,
including pricing, and terms and conditions as described in this condition.

The Company shall effectively engage in targeted outreach efforts, in
coordination with schools and community-based organizations serving low-
income individuals and families, including, but not limited to veterans, the
elderly, and those who are non-English speaking, to adequately publicize the
availability of the Discounted Broadband Services Program, to ensure that
qualified individuals and households are informed about and have access to the
program. The Company shall make adjustments to its outreach efforts in response
to reasonable requests from the Commission’s Office of General Counsel and, at a
minimum, shall take the following actions during each year that the program is in

effect:
(1)

(i)

(iii)

(iv)

(v)

Promote the Discounted Broadband Services Program, including through
public service announcements that shall have a minimum annual value of
$15 million.

Distribute Discounted Broadband Services Program information to at least
twenty (20) organizations that work with low-income communities on a
national and local level.

Coordinate with state education departments and local school districts,
including requesting that all school districts within the Company’s
wireline footprint include information about the Discounted Broadband
Services Program with their communications to families in advance of the
school year, including in each communication relating to the National
School Lunch Program (“NSLP”), as feasible and appropriate, to ensure
that families that qualify for the NSLP are informed about the Discounted
Broadband Services Program at the beginning of the school year and have
the opportunity to register.

Provide appropriate promotional and collateral materials to all public
school districts within the Company’s wireline footprint and requesting
that the materials be included in NSLP mailings.

Educate school professionals about the Discounted Broadband Services
Program, including by conducting outreach to various education-related
associations such as parent-teacher associations and associations
representing guidance counselors and social workers, in order to reach
those who are most likely to work closely with students and families.
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Prospective participants shall be directed to a Company phone number dedicated to
the Discounted Broadband Services Program to verify eligibility. Qualifying
callers shall be transferred to a centralized order-entry center.

The Company shall submit a report in accordance with the filing and service
requirements set forth in Section VIL.5. herein on a semi-annual basis that
includes a description of the Company’s compliance with the condition, with the
first such report to be submitted six (6) months after the Closing Date. The report
shall at least include the following:

(@)

(i)

(iii)

The total number of households participating in the Discounted Broadband
Services Program;

A detailed description of outreach efforts made during the reporting period
to publicize the Discounted Broadband Services Program to schools and
community-based organizations, including a list of the community-based
organizations participating, and representative examples of the
promotional and collateral materials provided; and

An analysis of the effectiveness of the Discounted Broadband Services
Program, describing any adjustments the Company has implemented
during the reporting period or plans to implement to improve its
effectiveness.

DBS PROGRAM CONDITION OBSERVATIONS

DBS Observation 1: AT&T’s DBS reporting satisfies Condition requirements.

The ICO has reviewed the First Report (and Exhibit 8) with reference to the reporting
requirements set forth in Appendix B. In the First Report, AT&T has outlined its planned approach
to meeting requirements of the DBS Condition and realizing implementation of the DBS program
(the “Program”) by April 22, 2016 (the “Launch Date”).3” Because the Program has yet to launch,
AT&T is, naturally, unable to provide details on the number of participating households,
participating community-based organizations, or an analysis of Program effectiveness. See App.
B. § VI.2.i.; First Report at 36. However, the Company has described to the ICO the steps that it

has taken to date to prepare for Program launch, including processes for reviewing Program

37 The DBS program must be established within nine months of the merger closing date. App. B § VL.2.
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eligibility and product availability (App. B § VI.2.a.-d. & h.; First Report at 37-38); providing for
installation (App. B § VI.2.e.; First Report at 39); consumer-facing marketing and internal sales
training (App. B VI § VI.2.1,; First Report at 39-41); and targeted community-based outreach (App.
B. VI.2.g.; First Report at 41-43). In summary, ATT has addressed the conditions set forth in
subsection VI.5.a.-h. of Appendix B and delivered a report that — with necessary allowances made
for the timing of the Launch Date — satisfies subsection 5.1.

DBS Observation 2: AT&T has developed a plan to launch the Program on time and
consistent with Condition requirements.

The ICO notes at the outset his understanding, which he has also expressed during meetings
with Program representatives and the Project Management Team, that the DBS Condition
represents an important public policy that affordable, low-priced standalone broadband service to
low-income consumers be made available. The ICO understands that the collective industry
experience in this area has been disappointing. The ICO therefore notes the DBS Program team’s
expressed commitment not only to meet, but to exceed, Condition requirements as it moves toward
the Launch Date and beyond.

To determine the extent of progress toward implementing the Program by the Launch Date,
the ICO met by phone and screen-share with AT&T’s dedicated DBS Program leaders.*® These
discussions also included contributing members drawn from the Company’s Channel Enablement,
Operations Enablement, Compliance & Reporting, Public Affairs, and Digital Experience teams,

and the Program Management Team. The combined DBS Program team provided the ICO with a

38 In anticipation of this meeting, the ICO provided AT&T with requests for information about the Company’s DBS
Program planning and implementation activities, including sales and customer service training, and its marketing and
targeted outreach efforts.
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detailed overview of the Company’s updated planning across all of the Condition requirements,
including implementation, management, and internal monitoring of the Program throughout the
term of the Condition. Examples of information provided included implementation and work plans
for each requirement area, target timelines, progress to date, resource considerations and
allocation, and sample marketing and outreach materials.

AT&T DBS Program representatives expressed a commitment to a timely Program launch.
AT&T shared a deployment timeline that included key milestones and target completion dates.
All items identified in the current timeline were either “complete” or “on track” for completion by

the Launch Date.

[BEGIN HIGHLY CONFIDENTIAL INFORMATION]
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[END HIGHLY CONFIDENTIAL INFORMATION]

Plans for determining product availability and customer eligibility

AT&T DBS Program representatives described for the ICO the following processes for
satisfying Condition requirements relating to product availability (10, 5, or 3 Mbps) and customer
eligibility certification:

J Wireline Mbps service levels (as technically available) and applicable pricing will
be determined at the time a customer begins the application process, at which point
customer location will be matched to available broadband service. Customer
billing will reflect applicable discounted pricing for service.

o The Company has engaged a third-party vendor to verify SNAP eligibility, to
include annual recertification of eligibility.

J AT&T has committed to ensuring the DBS Program will remain in effect for a four-
year period. Customers who enroll during Year 4 of the Program will receive at
least 12 months of Program benefits from the date of enrolment.

. AT&T representatives confirmed that customers of the DBS Program will not be
subject to any installation fees or modem charges.

Efforts to “clearly and conspicuously market” the DBS Program

DBS Program representatives described significant activity in the marketing of the
Program in preparation for launch. The chart below that was shared with the ICO reflects the
Company’s ambitions to contact organizations at the national, state and local level in excess of the

20-organization minimum prescribed by the Merger Order (App. B § VI.2.g.(i1)).
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Discounted Broadband: Reach 20 Organizations

Distribute Discounted Broadband Services Program information to at least twenty organizations that
work with low-income communities on a national and local level

Target Outreach Team Actions to Date

« Discussed basic program info with two organizations, the
Consumer Advisory Panel and AT&T Advisory Panel on Access and
AT&T National Public Aging (each had 10+ member national organizations in
Affairs — 3P attendance)
* Selected 17 national organizations to approach about the program
* AT&T PA begins outreach in March 2016 to national organizations

National organizations

« Developed 21 unique state plans detailing meetings with
State & L?cal AT&T External Affairs sFate,f'Iocal organlzatlons Fhat wpric with low mcome‘lndwlduais
organizations = Discussed basic program info with 20 state SNAP offices

+  Will begin outreach in March 2016 to state/local organizations

* Presented program information to 10 AT&T ERGs about promoting

Employee Resource AT&T Corporate Social
Groups Responsibility (CSR) Mo proGre
* ERGs will reach out to partner nonprofits in March 2016
Local organizations = Will conduct in-depth multi-city campaign to drive activation in
EveryoneOn ; s i e
and HUD collaboration with local organizations

The DBS Program team discussed with the ICO AT&T’s plans for a webpage describing
the DBS Program that will link from the Company homepage. The Company shared the following
additional details:

. The public DBS Program webpage, branded as “Access from AT&T” will be fully
active and available when the DBS Program launches on April 22, 2016.%

o The “Access from AT&T” webpage will provide key Program information,
eligibility details, cost, speeds available, contacts and resources.

o Desktop and mobile versions of the webpage will be made available in both English
and Spanish.

o AT&T has deployed a “Coming Soon” website as of March 1, 2016 (vanity URL:
att.com/access), primarily for partner information and planning purposes.

3 It is not clear whether “Access from AT&T” is unique to the DBS Program. The ICO’s preliminary check revealed
that this link takes the user to other information in addition to DBS-specific material.
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AT&T’s Channel Enablement team described internal training and awareness programs to

be completed before the Launch Date for all customer service representatives and other employees

who will come in contact with the DBS Program In general, AT&T planned training and

awareness efforts will include those resources that are part of the DBS Program and others not

directly part of the Program but that may be linked through other AT&T programs and services.

The AT&T team noted the following timeline for training efforts: [BEGIN HIGHLY

CONFIDENTIAL INFORMATION]

[END HIGHLY
CONFIDENTIAL INFORMATION]

Plans for DBS Program targeted outreach

DBS Program representatives described a range of activities to address the Condition’s

targeted outreach requirements:

The Company estimates a first-year media spend of [BEGIN CONFIDENTIAL
INFORMATION] [END CONFIDENTIAL INFORMATION] that
includes costs related to coverage on TV, radio, print media, mailings, and other
related efforts. See App. B § VI.2.g.(1) (requires public service announcements
valued at $15 million annually).

AT&T reports that it is exceeding Condition requirements with respect to marketing
and outreach efforts generally. AT&T’s general outreach efforts include direct
(e.g., email, mail, newsletters), indirect (e.g., collateral placed in program offices,
social media), and organization-led outreach (e.g., webinars, speaking events).

The Company reports the following activities and initiatives underway or in the
pipeline related to DBS Program outreach efforts:

(o] National School Lunch Program (NSLP): Direct mailings/email; public
service announcements; AT&T External Affairs outreach to state NSLP
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offices, conferences, and use of third-party partner EveryoneOn that
specializes in these efforts.

Public Schools: Direct mailing/email, public service announcements,
AT&T External Affairs outreach to state departments of education, School
Professionals Education Program, AT&T sales team, and partnership with
EveryoneOn.

Targeted Groups: Examples include contact with AARP, HUD Homes,
SNAP, etc. Efforts include AT&T External Affairs meetings with SNAP
offices, AT&T Public Affairs outreach to key national organizations, public
service announcements, and conferences

Non-Profits: Outreach includes national relationships. Candidates include:
National Urban League, Parent Teacher Association (PTA), League of
United Latin American Citizens (LULAC). Other efforts include public
service announcements, contact with applicable government agencies, and
local partners.

AT&T intends to leverage a multi-media approach to increase engagement with the
target audience and reinforce messaging to promote customer sign-ups. Media
types include Spot TV, Addressable Ad Insertion, Spot Radio, StateNets Radio,
local newspapers, and Out of Home (OOH), which is a mix of convenience store
one-sheets, Walmart check-out screens, etc., to target the core audience with local
flexibility.

AT&T efforts to date to reach at least 20 organizations that work with low-income
communities on a national and local level:

o

National Organizations: AT&T indicated that the DBS Program team has
discussed basic program information with the Consumer Advisory Panel
and AT&T Advisory Panel on Access and Aging (each had more than ten
member national organizations in attendance). To date, AT&T has selected
17 national organizations to approach about the Program. Example
organizations include the NAACP, National Urban League, OASIS, and
American School Counselors Association (ASCA), among others.

State and Local Organizations: AT&T indicated that the DBS Program
team has developed 21 unique state plans detailing intended meetings with
state and local organizations that work with low-income individuals.
AT&T indicated that the DBS Program team has discussed the DBS
Program with 20 state SNAP offices to date. Outreach to state and local
organizations will begin in March 2016.

Employee Resource Groups (ERGs): The Company presented program
information to ten AT&T ERGs seeking support to promote the Program;
the ERGs will reach out to partner nonprofits in March 2016.
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(o] Local Organizations and HUD: AT&T intends an in-depth, multi-city
campaign to drive activation in collaboration with local organizations.

AT&T indicates it is actively coordinating with state education departments and
local school districts in requesting that DBS Program information be shared with
other communications to families in advance of the school year, including
communications related to the NSLP as feasible and appropriate.

0 AT&T External Affairs has made contact with 14 NSLP administrators to
date across the 21-state wireline footprint.

(o] The AT&T Corporate Social Responsibility (CSR) team is planning to
communicate with all applicable school districts in April 2016 regarding the
DBS Program, along with select non-profit education collaborators with a
footprint in public schools and/or who serve low-income families.

0] Partner-vendor EveryoneOn will begin reaching out to school districts in
the 21 states beginning in March 2016. The campaign will include personal
coordination such as in-person meetings, webinars, etc.

AT&T is in the process of creating and providing appropriate promotional and
collateral materials to public school districts within the AT&T wireline footprint
and has requested that the materials be included in the NSLP mailings.

0] Efforts include using the Dun & Bradstreet Educator Marketing list of
district administrators; AT&T CSR will send a communication in April
2016 (with collateral) to all school districts.

0] In March 2016, AT&T partner-vendor EveryoneOn will begin outreach
efforts to school districts in 21 states; the campaign will include personal
coordination as described above. In addition, EveryoneOn will make the
request for inclusion of Discounted Broadband materials in NSLP mailings.

AT&T has initiated an education program for school professionals about the DBS
Program through various education-related associations. The Company states it is
reaching out to various education-related associations such as parent-teacher
associations and other groups representing guidance counselors and social workers,
in order to reach those who are most likely to work closely with students and
families with information regarding the DBS Program.

The Company shared additional outreach efforts and activities that it cited as
beyond Condition requirements:

0] The Company plans to approach ten-times the number of organizations
required under the Condition to distribute DBS Program information.

0] AT&T has contracted with third-party partner EveryoneOn, an organization
that has expertise in broadband activation campaigns, to: (1) conduct
grassroots campaigns in areas with low broadband penetration, (2) hold
activation events and digital literacy trainings, and, (3) engage thousands of
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school districts, community-based organizations, and government agencies
in its network.

AT&T has also contracted with third-party partner Connected Nation.
Connected Nation is an organization with extensive experience providing
broadband services for communities and states. Connected Nation will
partner with AT&T in the following ways: (1) respond to questions related
to the DBS Program, (2) distribute Program collateral (online and hard-
copy), (3) follow up with organizations on outreach efforts, feedback, etc.,
and (4) assist AT&T in collecting and tracking metrics and relevant data
regarding outreach activities by AT&T partner organizations.

The “Coming Soon” website launched on March 1 for partner organizations
and end-user customers with DBS Program FAQs.

Investment in the creation of a partner portal that will host promotional
materials and resources to help customers maximize use of the internet.

To promote the DBS Program, AT&T is going beyond the English and
Spanish speaking markets and intends to provide translation services for
other languages when needed as the Program moves forward.

AT&T plans to extensively track and monitor outreach efforts across requirements
throughout the period of the Condition, to include efforts with organizations,
schools, marketing activities, and distribution of collateral, etc.

AT&T provided a general communication and outreach timing schedule as part of
the DBS Program presentation to the ICO:

(0]

Early Awareness (3/1 — 4/22): AT&T has initiated contact or plans to
initiate contact during the early awareness period with the various
organizations. Participating resources in this outreach effort include AT&T
External Affairs, Public Affairs, AT&T Government, Education, Medical
(GEM), and third-party partner EveryoneOn.

Activation Campaign (4/22 — 12/31): Mass communications from AT&T to
school districts, DOEs, and school administrators; EveryoneOn
communications to schools and organizations and various activation events;
and Connected Nation to deliver collateral to partner organizations in order
to promote Program and follow up to track activities and solicit feedback.

AT&T plans to launch “Digital Literacy Resources” that will help to support overall
DBS Program objectives. This resource is intended to help educate people on the
general use of technology. AT&T is designing a refreshed website with resources
focused on: (1) getting online and basic computer skills, (2) maintaining privacy,
safety and security, and, (3) managing an individual’s online presence.
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Prospective and qualifying participants will be directed to a managed application, verification and
ordering process.

The AT&T DBS Program team informed the ICO that the Company has established
dedicated and managed DBS Program application channels to include phone support, online, mail
service, and fax for customers to apply and verify Program eligibility. Eligibility will be verified
through a third-party vendor with ongoing oversight provided by AT&T management. AT&T
shared a decision matrix that outlines requirements for processing of applications from initial
eligibility inquiry through customer order and installation. The call center’s goal is to be able to
field real-time translation in at least 50 languages.

[BEGIN CONFIDENTIAL INFORMATION]
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[END CONFIDENTIAL INFORMATION]

As mentioned above, the DBS Program team described to the ICO the training and
awareness programs underway internally with AT&T customer service and sales personnel
regarding the application process and the proper handling of customer applications. Qualifying
applicants will be transferred to a centralized order-entry center for processing and account
activation.

The DBS Program team described for the ICO a database that will be used to track, monitor,
and report on applications “end-to-end” throughout the enrollment and activation process with
real-time access to the data for customer service representatives. The database is also intended to
retain copies of the application and supporting documents, capture reason codes for denials, and
any agent notes or remarks.

DBS Observation 3: Independent verification of the Program will be required after the
Launch Date and through the next reporting period.

The First Report states that AT&T plans to fully comply with Condition requirements, and
the Company provided the ICO with a detailed review of its efforts to date. The ICO did not,
however, undertake for purposes of this initial report an independent review, either of the
information in the First Report or of the information provided during subsequent discussions with
members of the DBS Program team. Verification will require a detailed examination of the
Company’s compliance with each requirement of the Condition. Finally, the ICO observes that it
will be important for the Company to reflect in future reporting periods on the effectiveness of the
DBS Program for the sake not only of AT&T’s improvements, but also for the benefit of other

industry participants who may make like attempts in the future.
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SUMMARY OF RECOMMENDATIONS

Complete plans to formally document the FTTP reporting process so as to ensure
consistency in reporting over the entire merger reporting period.

. Permit independent review of the Company’s underlying C&E databases in order to

evaluate the specific data-field interrelationships and queries used to track and report
FTTP deployment. Permit review of the [BEGIN CONFIDENTIAL
INFORMATION] [END CONFIDENTIAL INFORMATION]
data-cleaning process.

. Work with the ICO to further refine the methodology for field verification, and embark
on a regular program of site inspections.

. Formally document the E-rate Condition reporting process so as to ensure consistency
in reporting over the entire merger reporting period.

. Provide additional detail regarding mapping data to permit testing of the Company’s
methods for associating DA build plans with covered schools and libraries.
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