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= ATeT

Suite 400

919 Congress Ave.

Austin, Texas 78701
512 370-2021

FAX 512 370-1081

Sharon L. Mullin
District Manger-Regulatory
Law & Government Affairs

December 29, 2004

Courtney Todd

Filing Clerk

Public Utility Commission of Texas
1700 North Congress Avenue
Austin, Texas 78701

RE: Project 30240: 2004 (10-01-03 To 09-30-04) Annual Progress Reports On Five-
Year Plan To Enhance Supplier And Workforce Diversity -- Telephone)

Dear Ms. Todd:

Pursuant to PUC Substantive Rule 26.85, AT&T hereby submits its Annual Progress
Report to the Five-Year Plan to Enhance Supplier and Workforce Diversity. This report
covers those parts of AT&T that are “telecommunications utilities”, as defined by the
Public Utility Regulatory Act in 51.002(11), doing business in Texas during the four
prior quarters ending September 30, 2004.

Please do not hesitate to contact me if you have any questions regarding this report.

Respectfully submitted,

Ta L Nl

Sharon L. Mullin

Enclosures

cc: Governor Rick Perry
Lt. Governor David Dewhurst
Speaker Tom Craddick

Rep. Pete Gallego, Chairman, Mexican American Legislative Caucus
Rep. Garnet Coleman, Chairman, African American Legislative Caucus
Sen. Juan “Chuy” Hinojosa, Chairman, Hispanic Legislative Caucus
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WORKFORCE AND SUPPLIER DIVERSITY FORM

Describe the specific initiatives, programs, and activities
undertaken under the plan during the preceding year:

AT&T’s current Diversity Strategy has four planks: 1) leveraging
diversity; (2) profile improvement; (3) community relationships; and
(4) supplier diversity. The “Supplier Diversity” and “Profile
Improvement” planks are directly relevant to AT&T’s Five Year Plan
for Texas, which was filed 12/30/99.

Supplier Diversity

It is AT&T’s business goal to grow and expand our global business by
continuing our focus on minority and women owned business
enterprises as a value-added strategy that creates a competitive
advantage. AT&T seeks to: (1) achieve continuous growth; (2) be a
recognized MWBE leader; and (3) expand profitability through
supplier diversity.

In pursuing this goal AT&T has put in place a wide range of
initiatives to increase opportunities for historically underutilized
businesses. One of the keystones of AT&T’s Five Year Plan for
increasing supplier diversity during 2004 was the assignment of the
responsibility for HUB awareness and results to the Supplier
Diversity Program. Results were reviewed and plans were discussed
to increase HUB procurement. The Supplier Diversity organization
reviewed supplier lists and discussed upcoming bid opportunities for
HUB vendors.

Throughout 2004 AT&T actively participated in tradeshows and
events in Texas that promoted the use of minority suppliers. In
addition, AT&T attended several events that offered potential
suppliers the opportunity to introduce their company products and
/or services to AT&. Our Supplier Diversity Program staff was on-
hand to educate vendors of AT&T procurement policies,
requirements and bid opportunities. AT&T added new MWBE
suppliers and construction suppliers to its database for inclusion in
future bids.
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AT&T Supplier Management hosted or attended the following events
during 2003.

EVENT LOCATION DATE
Dallas-Fort Worth Arlington, Texas June 9-10, 2004
Minority Business Convention Center
Development
Council’s Access
TAMACC Gala Austin, Texas July 15, 2004

(Texas Association of
Mexican American
Chambers of
Commerce)
TAMACC Annual
Convention & Corpus Christi, July 29-31, 2004
Business Expo Texas
United States Austin, Texas September 15-18,
Hispanic Chamber 2004

of Commerce
Conference

During 2004, AT&T provided financial support to several minority
organizations including the United Negro College Fund, Literacy
Council of Williamson County, National Coalition of 100 Black
Women, Phyllis Wheatley High School, Cesar Chavez Foundation,
Eddie Lucio Scholarship Fund, and the KTSU Tennis Tournament
sponsored by Texas Southern University.

Subcontracting Initiatives

In our efforts to strive for continuous improvement in our HUB
initiatives, we have implemented a HUB Subcontracting Program.
This program is a process for encouraging our current suppliers to
help expand minority and women-owned business opportunities by
establishing HUB programs of their own. The overall purpose of this
program is to expand the HUB content of services that we offer to our
customers in the marketplace, while expanding and broadening the
available opportunities for HUBs.

The majority of AT&T’s major procurement is in the area of network
equipment and voice and data switching equipment. While HUBs
don’t typically manufacture these types of equipment, HUBs can be
used as subcontractors and component suppliers when the major
telecommunications companies manufacture them. AT&T has held
meetings with Lucent Technologies and other companies to encourage
the utilization of HUB’s whenever possible when supplying AT&T’s
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network equipment requirements.

WORKFORCE DIVERSITY

AT&T and others in the telecommunications industry continue to
experience rapid changes in our business. Consumer and business
long distance service continues to face stiff competition. AT&T
expects these lines of business to experience reductions in workforce
over time. AT&T’s consumer and business workforce in Texas
experienced a total workforce reduction of 19.8% in 2004. AT&T
managed this reduction whereby the Total Minority Workforce was
reduced by only 184%. The African American Workforce
experienced a 24% reduction and the Hispanic Workforce
experienced a 15.3% reduction. AT&T’s current workforce profile in
Texas by employment category is shown in the workforce chart found
above.

Profile Improvement

AT&T’s “Business Goal” is to “continue to expand our pool of
knowledge, skills, competencies and creative thinking by improving
our profile in a manner consistent with applicable legal principals at
all levels and maximizing our diverse workforce.” AT&T’s objectives
are threefold:

e “Ensure, over time, that AT&T’s US workforce is representative
of US Civilian Labor Force availability”;

o “Further improve recruitment, selection, retention and
development inclusive of all dimensions of diversity to fully utilize
our diverse supply of talent”;

¢ “Ensure the availability of talent to execute the business strategy
and for ongoing leadership continuity.”

The following table represents AT&T’s workforce by percentages of
women and minorities for 2003 and 2004 compared to the Texas
Civilian Labor Force (CLF):

Women Minorities
AT&T Texas 2004 57.3% 54.9%
AT&T Texas 2003 571% 54%
2000 Texas Civilian 45.2% 42.1%
Labor Force
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Make an assessment of the success of each of the specific
initiatives, programs, and activities listed above:

AT&T’s Texas-specific supplier diversity strategy programs and initiatives
that have been implemented continue to have a direct and positive impact on
AT&T’s Texas minority procurement results.

AT&T has in place a wide range of national policies and programs for
improving workforce diversity both in terms of new hires and development
opportunities for current employees. AT&T believes that these policies and
programs have been effective in advancing workforce diversity. However,
AT&T also believes that advancing diversity is a continuing task. AT&T will
continue to advance workforce diversity in Texas through the Five Year Plan
filed 12/30/99.

Describe the initiatives, programs, and activities the utility will
pursue during the next year to increase the diversity of its
workforce and contracting opportunities for small and historically
underutilized businesses:

AT&T will continue with our policy to afford maximum opportunity to
women and minority owned and operated businesses to participate as
suppliers.

AT&T’s commitment to its Supplier Diversity Program is grounded in the
belief that women, minority owned business enterprises are a natural part of
AT&T’s business environment. Such supplier diversity creates a differential
advantage and contributes to AT&T’s business success. Therefore, AT&T’s
mission is to grow and expand AT&T’s global business by fostering the use of
diverse supplier business enterprises as a value-added strategy that creates a
competitive advantage. AT&T will continue to host and attend various
supplier diversity conferences in 2005.

The Alliance that AT&T has entered into with the Texas Association of
Mexican American Chambers of Commerce (TAMACC) will continue to

offer the opportunity to explore innovative ways to increase opportunities for
HUBs. '

AT&T will seek to carefully manage the changes in our industry and closely
monitor how these changes are implemented so they are done in a fair and
equitable way throughout our workforce.
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State the specific progress made under the plan filed by the utility:

AT&T Five Year Plan for supplier diversity, which was filed on December
30, 1999, was for 10 months of 1999 (January, 1999 — October 1999).

= The first full year’s report was for the period of October 1, 1999 —
September 30, 2000.

* The second year’s report was for the period of October 1, 2000 —
September 30, 2001.

* The third year’s report was for the period of October 1, 2001 —
September 30, 2002.

* The fourth year’s report is for the period of October 1, 2002 —
September 30, 2003.

* This year’s report is for the period of October 1, 2003 — September
30, 2004.

AT&T’s overall purchasing decreased by 12.6%, while HUB purchasing
increased by 31.5%. Commodity HUB contracts increased by 78%,
professional services contracts increased by 322% and major equipment
decreased by 100%. AT&T did not buy any equipment from HUB’s in 2004.

While AT&T’s total consumer and business services Texas Workforce
decreased by 20.2% from 2003 to 2004, we were successful in managing this
reduction in a way that didn’t result in a disproportionate reduction in
minorities, compared to AT&T’s total workforce profile. AT&T’s workforce
continues to show higher percentages of women and minorities than the
Texas Civilian Labor Force profile.



