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OVERSIGHT OF CUSTOMER SERVICE IN THE
CABLE AND SATELLITE TELEVISION
INDUSTRY

THURSDAY, JUNE 23, 2016

U.S. SENATE,
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS,
OF THE COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Subcommittee met, pursuant to notice, at 10:05 a.m., in
room SD-342, Dirksen Senate Office Building, Hon. Rob Portman,
Chairman of the Subcommittee, presiding.

Present: Senators Portman, Paul, Lankford, Ayotte, McCaskill,
Tester, Baldwin, and Heitkamp.

OPENING STATEMENT OF SENATOR PORTMAN

Senator PORTMAN. The Committee will come to order.

We are here today to discuss a topic that affects just about every
American family and often frustrates all of us as American fami-
lies, and that is our cable or satellite TV service. For over a year
now, Senator McCaskill and I have undertaken an investigation of
the cable and satellite television industry. As many of you know,
Senator McCaskill has been interested in this issue for many years,
from her role on the Commerce Committee. She will talk about
that. We both have a keen interest in making sure cable and sat-
ellite companies do right by their subscribers.

The Subcommittee has reviewed literally thousands of documents
and interviewed countless witnesses to learn more about the con-
sumer practices of the five largest pay-TV providers. This includes
Comcast, Charter, Time Warner Cable, DISH Network, and
DirecTV. Together, these companies serve more than half of all
American households and nearly three-quarters of those who pay
for television programming.

Today’s hearing will focus on those companies’ billing and cus-
tomer service practices. Our joint report! outlines troubling find-
ings about the practices of two cable companies that have consist-
ently failed to provide refunds to customers who they know they
have overcharged, including thousands of people in my home State
of Ohio. I will talk about those findings in a moment. The second
is a report issued by Senator McCaskill2 on a number of issues of

1The staff report appears in the Appendix on page 85.
2The report issued by Senator McCaskill appears in the Appendix on page 101.
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interest to consumers: how pay-TV companies disclose their prices,
what these fees are for, and how they teach their employees to
interact with and retain customers.

Ang without objection, these reports will be made part of the
record.

During the course of the Subcommittee’s investigation, we discov-
ered something about refunds that, frankly, I found hard to believe.
As anyone with a cable or satellite subscription knows, when your
bill arrives every month, it often has a long list of charges on it.
I have a bill here in front of me. It is a pretty complicated bill. A
base charge for the TV package, maybe $10 extra per month for
HBO, and equipment fees and surcharges for the set-top boxes that
you rent.

Given how many millions of people get television service from
these companies, it is inevitable that from time to time a customer
will wind up getting charged for something by mistake. That hap-
pens. The same thing, by the way, happens in the grocery store
checkout line sometimes. It has happened to me. Mistakes hap-
pen—and we understand that. What matters in life is how you own
up to your mistakes and make things right. What we discovered is
that some cable and satellite companies are better at doing that
than others.

All of the companies before us have ways of identifying over-
charges to customers or preventing them from happening in the
first place. But what happens when they find out they have been
overcharging someone for equipment the customer does not actu-
ally have? The first thing to do, of course, is take it off the cus-
tomer’s bill going forward. All the companies before us know to do
that. But not all of them bother to go back and figure out when
the overcharge started, calculate how much they owe the consumer,
and give them a refund.

During the time period examined by the Subcommittee, Time
Warner Cable and Charter Communications—who have just re-
cently merged with each other—made no effort to trace equipment
overcharges they identified and provide refunds to their customers.
Instead, their practice has been to just pocket the past overcharges.

To understand the scale of this problem, we asked Time Warner
Cable for specific numbers about overcharges in my home State of
Ohio. Here is what we found: During the first 5 months of 2016,
this year, Time Warner Cable overbilled up to 11,000 customers in
Ohio, and those overcharges totaled over $100,000. Time Warner
Cable further estimates that, throughout last year alone, it over-
billed 40,000 Ohio customers with overcharges of more than
$430,000. And rather than correct the mistake by refunding the
overcharges, the company just kept the money. In my view, that is
a ripoff of Ohio consumers, and I will be asking the company today
how they are going to fix it.

Specifically, when Time Warner Cable discovered the over-
charges, it only dealt with the problem prospectively. It took erro-
neous charges off customers’ bills going forward, but did not pro-
vide any backward-looking refunds and did not even provide notice
to customers so they could investigate the problem themselves.
They just kept the money. Based on data provided to the Sub-
committee, Time Warner Cable will overbill its customers nation-
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wide an estimated $2 million for equipment charges in 2016 and,
even after discovering these billing errors, will fail to do the work
required to provide a full refund. We will talk about that.

Time Warner Cable has recently been acquired, as I said, by
Charter Communications. So I am hopeful the new company will
work quickly to fix this problem.

But Charter has had problems of its own. Until August 2015, the
company did not run any systematic audits to reconcile its billing
records with equipment records. That means overcharged cus-
tomers could not even receive a prospective correction of their bill
unless they spotted the problem themselves and contacted Charter.
Just recently, Charter began taking steps to identify equipment
overcharges currently on its system. But even though it has identi-
fied overcharges and removed erroneous charges from future bills
since August 2015, until today, Charter has not provided any re-
funds or notice of the problem to consumers—just like Time War-
ner Cable.

It does not have to be this way. Our investigation revealed that
Comcast, DirecTV, and DISH have had better practices. Comcast
and DirecTV provide automatic refunds or credits to customers who
have been overcharged by their billing systems, while DISH’s bill-
ing system is designed and apparently has been successful in pre-
venting any of these types of overcharges from occurring in the
first place. So feasibility, in my view, is not a good excuse for fail-
ing to refund customers when they have been overcharged.

We do have some good news to report today. As a result of our
investigation, Charter and Time Warner Cable have taken steps to
improve their practices. Time Warner performs a monthly audit to
find overcharges. Going forward, the company will provide an auto-
matic 1-month credit to all customers for each piece of overbilled
equipment or service, and it will provide notice to overbilled cus-
tomers so they can determine whether to request a credit or a re-
fund. That is a good start. But it does not make all customers
whole. Time Warner Cable has not yet committed to do anything
for the 40,000 Ohio customers, for instance, who were overcharged
last year. And we will get into that discussion later today.

Charter has announced that starting today it will provide a
1-year credit to all affected consumers. That, of course, goes further
to make customers whole, but what would be better is simply to
ensure that customers receive the full refunds that they are owed.

Senator McCaskill’s report shows that Americans are often un-
happy with their cable and satellite service. Questionable customer
service techniques and confusion surrounding billing practices have
led consumers to feel mistreated. I support her effort to get to the
bottom of these issues, and I believe that the best solution to the
problem of poor customer service is more competition in the pay-
TV industry. Regulations have their place, but what is really need-
ed is for consumers to have a more options—more competition in
the market. If you do not like your television service provider, you
should be able to choose a different provider that suits your needs
and suits your preferences, and Senator McCaskill and I are both
interested in continuing to examine how the industry can be im-
proved to create more choice for consumers.
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I want to thank Senator McCaskill for her hard work on this.
She has always been a stalwart friend of consumers, as I said ear-
lier. She and her staff have worked with us in a professional and
productive way to make today possible.

With that, I would like to turn to Senator McCaskill for her
opening statement.

OPENING STATEMENT OF SENATOR MCCASKILL

Senator MCCASKILL. Thank you, and I want to thank you, Chair-
man Portman, for allowing me to pursue, along with you and your
staff, this investigation. I think that we can feel great about the
fact that just this investigation and hearing have caused good
things to happen for consumers as it relates to pay-TV. As you in-
dicated, we have had a change just from the investigation. Both
Charter and Time Warner agreed to issue credits for thousands of
customers who were overbilled, and Comcast has provided addi-
tional guidance to its retention representatives of allowing cus-
tomers to cancel without an argument. So we can already claim
some small victory as a result of these investigations and this hear-
ing today. And I think this is an important area for us to continue
to look at.

It is amazing to me, when we began asking for input, the volume
and passion of input we got from people about how they feel like
they are mistreated by their pay-TV provider. And this morning,
for the first time, our Nation’s largest cable and satellite companies
are testifying together before us about their customer service and
billing practices. They are here because this Subcommittee has
broad jurisdiction to investigate issues which affect the American
people. I tried to have this hearing as the Chairman of the Con-
sumer Protection Subcommittee, and I got no cooperation from any
of these companies in connection with that hearing in the later
months of 2014. And so I made a determination then that I was
not going to give up and that we were going to stay on this, and
I am really grateful, as I say, Chairman Portman, for your agree-
ment to allow this investigation to go forward.

The five companies here today provide video services to more
than half of all American households. They enable more than 71
million subscribers and their families to receive news, entertain-
ment, and other programming. And while we may love watching
our shows, we do not love our cable and satellite bills, and we hate
dealing with the cable and satellite companies. Although the com-
panies have made some gains in the last year, paid TV providers
remain among the most disliked industries in America. This year,
a survey of consumers found that more than 20 percent of the peo-
ple who had interacted with TV providers reported having a bad
experience during the previous 6 months, the highest level of any
industry.

So how did I begin down this road? Well, it was with a personal
experience. I called one of my providers and asked questions about
my bill. And in the process of that conversation, I learned—this
was over 2 years ago—that there was a $10 charge on my bill for
a certain service that now was included in the basic package. And
I said, “Well, so I am paying $10 that I do not have to?” And the
person on the other end of the line kind of said, “Yes, you are pay-
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ing $10, and you do not have to pay it.” And I said, “Well, were
you going to tell me this?” And they said, “Well, no. You have to
call in and ask.” That is exactly the kind of “hide the ball” that in-
furiates people.

So if I had not called in and asked, that $10 could still be on my
bill today based on the billing practices of the companies rep-
resented at this hearing.

So we have done a huge investigation, and I have reviewed a lot
of material, and my staff has, and I have consumed a lot of infor-
mation about this. So I decided 2 days ago I would take another
spin, because now I know a lot. Now I know the difference between
a customer service representative and a retention specialist. Now
I know what to say and how to say it.

So 2 days ago, I called one of my providers, and on my website,
McCaskill.Senate.gov, people can listen to the recording of this con-
versation. And, in fairness, because I do not think this is nec-
essarily one company versus another, I am not going to talk about
which company it is, nor will the recording. And I am not going to
read here nor on the recording will I give all my personal informa-
tion that I was asked to give when I called. But here is how the
conversation went, the first part of it, until they got me to that
magic retention specialist.

“Hello, and thank you so much for calling. Can I have your
name, please?”

“My name is Claire McCaskill.”

“Can you spell that for me, please?”

I proceeded to spell it. I proceeded to give the representative my
service address. I proceeded to give her the name on the account
and say that that was my husband’s name. And she asked what
my relationship was to the account holder, and I said it was my
hlﬁsba})nd. And then the woman said, “OK. And how can I help
today?”

I said, “I would like to have you remove—there is a fee on
here—I am not sure how it got on here—for a protection plan. I do
not recall buying that or being asked about it, and I would like to
have it removed.”

Now she wants to get my information about my account and my
active credit card to make sure I am the person that I say I am.
So she goes through what credit card I have on file. Then she says,
“All right. So you said you are seeing a charge for the protection
plan, and you would like to know what it is for.”

I said, “No. I would like to take it off.”

“Oh, you would like to take it off?”

“Yes.”

“All right. But you are aware that basically the protection plan
covers equipment upgrades every 2 years, and if you lose your
equipment, then we will replace it for you at no charge.”

I said, “Well, are you saying that the equipment I have in my
house now is mine, or is it yours?”

“Well, it is ours, but basically if there are any issues—say, for
example, spills or accidentally the cables get cut, then we will re-
place that for you.”

I said, “Well, yes, but let’s just say if it is your equipment and
something goes wrong with it, don’t you have to fix it anyway if
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I am going to be able to get the service I am paying for since you
own the equipment?”

“Well, let’s say if the remote fails or stops working. The protec-
tion plan on the account will then fix that free of cost.”

I said, “Well, what would that cost if the remote quit working?
It is your remote that you own. What would it cost to get it fixed
if I did not have the protection plan?”

The woman says, “Well, information on that is actually done in
our equipment department. So I would like to connect you there for
more information.”

I said, “No, no, no, no.” Because I knew better, right? “No, no,
no, no. I do not want to do that because if you do that, I have to
wait and tell the story all over again. I just want to find out why
I cannot get you to take off the $7.99 for the protection plan.”

“I am not saying I am not able to take it off. I am just letting
you know the benefits you get with the protection plan.”

“I understand. I think I understand. I think, frankly, it’s kind of
a ripoff because you own all the equipment, and I think you have
to fix the equipment since you own the equipment. And if you can-
not fix the equipment, then I could not get the service, and then
I would not pay for the service, and I would definitely go to another
provider. So what I am asking is, will you just disconnect it? I do
not want to pay the $7.99. I do not even know how it got on my
bill. T think you just started putting it on my bill, and I was not
paying close enough attention.”

“All right,” she says. “But if I actually have the protection plan
taken off, there will be a $10 disconnection fee.”

“It would be a $10 disconnection fee for me to quit paying the
$7.99 every month?”

“That is correct.”

“And it is a one-time disconnection fee?”

“Yes, it is one time.”

“And what am I paying for?”

“Paying for?” she says.

“Yes, what am I paying for? For you to just quit charging me for
the service, I have to pay you $10?”

“Well, no. Basically”——

And then I say, “I think what we ought to do probably, I think
maybe now it is time for me to switch carriers. If you are going to
charge me $10 to quit charging me for something I do not want
anymore, I think it is time to switch carriers.”

“All right. Well, basically that is just the policy. So once I take
off the protection plan charge, it will be automatically on your ac-
count.”

“OK. So what you are saying is if I want to cancel $7.99 that you
have been getting every month for the protection plan, you are
going to charge me $10 to do that? You have no choice?”

“I have no choice.”

“You cannot waive that?”

“It is policy. That is correct.”

“Do you have discretion to give me a one-time credit of $10 to
do away with that?”

“I am really sorry.”
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“I do not really think you want to lose me as a customer, do you,
over $10?”

“Well, we do value your business, but it is just the policy here.
So once I take it off, then there will be the $10 charge.”

“And there is nothing you can do about that? You do not have
the option to waive?”

And she says, “No, I do not.”

So then, finally, I said, “Well, who could waive the $10?”

She says, “Well, I would have to give you to the retention spe-
cialist. And I am not really sure how it works in that department.”

So then she switched me over to the retention specialist.

Now, this is typical. And, more importantly, when she switched
me to the retention specialist, I knew what to say. I knew to keep
threatening that I was leaving, to keep threatening I was leaving,
not give up, keep threatening I was leaving. And, by the way, it
was a long call. Even when we edited it to take out some of the
things that are not personal, it was longer than 15 minutes, and
at the end of the call, I managed to get the $7.99 off. I was told
by the retention specialist I never should have been charged the
$10. And, by the way, I got so mad and “escalated,” as it is called
in the business, that the retention specialist ended up giving me
$10 off a month for 12 months.

Now, they were looking at a screen that told them all kinds of
information about me, including the fact that I am a pretty good
customer. My bill is pretty high.

So I say this because I think this is what the industry maybe
does not completely understand in terms of the anger. We found
that customers are being charged a host of fees that are not in-
cluded in advertising pricing, some of which are for programming
that used to be included in a customer’s video package.

We also found that just as many customers have long believed
some of these fees, like high definition (HD) and the digital video
recorder (DVR) service fees, are not really a true reflection of the
cost to the company of the service but, rather, are based on the rev-
enue goals of the company and the price a customer is willing to
stomach. In fact, some of these fees are charged to old customers
while new customers get the same services free of charge. Existing
customers may not be informed of this. And when they finally fig-
ure it out, they have to call and complain to get it taken off.

We found that customers who called for help on their accounts
face agents whose job it is not just to solve the customer problems
but, in fact, to sell them additional services. At one cable company,
even when the customer called in to ask about why their bill was
going up, the company told them, “[t]he price adjustment brings
with it an opportunity to upsell customers.” And these agents are
compensated, in part, on their ability to sell you more.

Then if the customer decide they want to cancel their service,
they have to jump through more hoops. Although all the companies
here today allow people to sign up for service or upgrade their serv-
ice online, none of them provide customers an option to cancel serv-
ice online without speaking to a company representative. And if
they call, they have to speak to salespeople, like the one I spoke
to this week, who are trained to prevent the customers from can-
celing and hopefully selling you more product. Even when cus-
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tomers say they do not want to have this discussion, the agents are
expected to ask questions about why the customer is canceling.

Customers trying to save money by lowering their level of service
are often routed to the same agents and should be prepared to ne-
gotiate aggressively. We found evidence that these companies train
their agents to question customers’ decisions to drop channels and
make offers in a “top-down” fashion so the customer must repeat-
edly push and push and push to get the best deal.

Finally, we found that two of the companies have failed to pro-
vide their customers with notice that they have been overcharged
or refunded of past overcharges. As the Chairman pointed out,
thousands of people in our States have been impacted by that. The
numbers for Missouri, Time Warner overbilled 4,232 Missouri cus-
tomers last year for a total of $44,152, and Charter estimates that
it has annually overcharged approximately 5,897 Missouri cus-
tomers a total of $494,000 each year.

I want to acknowledge the cooperation we have received from all
the companies represented before us today as well as acknowledge
the commitments they have made during the process of this inves-
tigation to improve customer service. Unfortunately, our investiga-
tion suggests that there is a long way to go, as did my conversation
with one of my providers just 2 days ago.

I thank the witnesses for their testimony and look forward to the
opportunity to ask you questions.

Senator PORTMAN. Thank you, Senator McCaskill.

We will now go to our panel of witnesses, and we appreciate you
all being here.

This morning we have with us Tom Karinshak. He is the Senior
Vice President of Customer Service for Comcast where he oversees
all call center operations and other customer service channels.

We have with us John Keib. John is the former Executive Vice
President and Chief Operating Officer (COO) of residential services
for Time Warner Cable where he was in charge of customer service,
service delivery, technical support, marketing, and sales.

We have Kathleen Mayo with us, who is the Executive Vice
President of Customer Operations at Charter Communications,
where she is responsible for Charter’s customer care organization.

We have Rasesh Patel, who is the Senior Vice President of Prod-
uct Management for AT&T Entertainment Group, where he is re-
sponsible for product strategy and development for DirecTV.

We have Kathleen Schneider with us, who is Senior Vice Presi-
dent of operations for DISH Network, where she oversees customer
service for all DISH and Sling TV subscribers nationwide and man-
ages DISH’s call centers and business process improvement oper-
ations.

Again, we appreciate you all being with us this morning, and we
look forward to your testimony. It is the custom of the Sub-
committee to swear in our witnesses, so at this time I would ask
you all to please stand and raise your right hand. Do you all swear
that the testimony you are about to give before this Subcommittee
will be the truth, the whole truth, and nothing but the truth, so
help you, God?

Mr. KARINSHAK. I do.

Mr. Keis. I do.



Ms. Mavo. I do.

Mr. PATEL. I do.

Ms. SCHNEIDER. I do.

Senator PORTMAN. Thank you. Let the record reflect that each
witness answered in the affirmative.

All of your written statements will be made part of the record in
their entirety. I would ask you to keep your oral testimony to 5
minutes today.

Mr. Karinshak, we would like to hear from you first.

TESTIMONY OF TOM KARINSHAK,! SENIOR VICE PRESIDENT,
CUSTOMER SERVICE, COMCAST CABLE

Mr. KARINSHAK. Thank you. Chairman Portman, Ranking Mem-
ber McCaskill, and Members of the Subcommittee, my name is
Tom Karinshak, and I am the Senior Vice President of customer
service at Comcast Cable. Thank you for the opportunity to be here
today, and I also want to thank your staff for the courtesies ex-
tended to us throughout this review.

I understand why we are here. Comcast and the industry as a
whole have not always made customer service the priority it should
have been. Our ability to address customers’ needs in a timely
fashion has been an issue. Our bills have not always been simple
to read, and the range of choices and prices we have offered have
not always provided customers with the options they want. I am
sorry about that history.

At Comcast, we have committed to our customers that we will
change it, and we are taking steps to do just that. I want to reaf-
firm that commitment to you all today and to outline some of the
actions that we are taking.

When I started this job, I made a decision to regularly spend
time on the phones and in the stores with our employees and with
our customers. That is the front line. That is the place where cus-
tomer views about Comcast are shaped. When you contact us to get
new service, you want to speak with someone who listens to what
you say and who understands all of our product options. You want
to know the full price, and you want time to change your mind if
what you order is not exactly what you need.

When you get bills from us, you want them to be easy to read,
and you do not want to see surprises or changes that you do not
understand. When you call with a question or a problem or to tell
us we made a mistake, you want polite and responsive service. And
you want the issue resolved the first time if at all possible. And if
you move out of our service area or decide to choose service other
1}:1han1 ours, you want to be able to do so without delays and without

assle.

We have listened to what you have said. Yesterday I met with
some of our front-line employees in a local store here in the D.C.
area, and I took some calls directly from our customers, and I was
heartened by what I experienced.

I have submitted a longer statement for the record, and I will not
repeat much of it here. But I do want to tell you just a few of the

1The prepared statement of Mr. Karinshak appears in the Appendix on page 49.
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key components of our efforts to improve our customer service and
to provide a better customer experience.

First, we are investing in additional training and new technology
for all of our employees. We are committed to ensuring that when
our customers speak to Comcast representatives, they are speaking
to representatives that have received comprehensive and consistent
training.

On the technology side, we have rolled out a new cloud-based
platform that gives customer service representatives a better, holis-
tic view of the customer’s account history so that customers do not
need to keep repeating the same information when talking to some-
body new.

Second, we are reassessing policies and fees and simplifying our
bills to improve the overall customer experience. For example, we
have eliminated change of service and other fees, and we now allow
customers to return equipment free of charge through our partner-
ship with the United Parcel Service (UPS). We offer all customers
a 30-day money-back guarantee, and in response to the Subcommit-
tee’s concerns, we have reaffirmed in a policy statement sent to all
of our retention specialists that we expect them to promptly facili-
tate a disconnect for a customer who is not interested in answering
questions.

Third, we are giving all customers better access to products and
services that work best for them. We have listened to our cus-
tomers and are developing new products that better suit their
needs. For example, we recently developed a cutting-edge X1 plat-
form which has completely enhanced and revamped our customers’
entertainment experience. And we have expanded our free on-de-
mand programming to offer our customer more choices than ever
before.

And, finally, we are measuring all of our employees on customer
satisfaction. Our compensation plan for front-line employees is now
tied directly to the customer experience. In fact, the compensation
for all company employees, including our company’s top executives,
depends in part on these customer service scores as well.

Comcast will spend an incremental half billion dollars this year
alone on improving the customer experience. As part of that initia-
tive, we are creating more than 5,500 new customer service jobs
over the next 3 years, including positions that we have already
filled at our new call centers in Albuquerque, New Mexico, and in
Tucson, Arizona.

Having spent over 6 years in the Army myself, I am particularly
proud of the fact that we are looking to fill many of these positions
with our Nation’s veterans and their families.

We believe these and other steps we have taken to improve our
customer experience are making a real difference.

Thank you again for the opportunity to testify, and I am happy
to answer any questions that you may have.

Senator PORTMAN. Thank you, Mr. Karinshak. Mr. Keib.
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TESTIMONY OF JOHN KEIB,! FORMER EXECUTIVE VICE PRESI-
DENT AND CHIEF OPERATING OFFICER, RESIDENTIAL SERV-
ICES, TIME WARNER CABLE INC.

Mr. KEiB. Chairman Portman, Ranking Member McCaskill, other
Members of the Subcommittee, good morning. My name is John
Keib, and I am here today to testify on behalf of legacy Time War-
ner Cable. Thank you for the opportunity to participate in this
hearing.

As you know, Time Warner Cable recently merged with Charter
Communications and Bright House Networks to form a new com-
pany. My role at Time Warner Cable ended when the parties com-
pleted these transactions; I am no longer employed by Time War-
ner Cable or Charter. As such, I am testifying today as a former
Time Warner Cable executive, but also as a private citizen.

My most recent position at Time Warner Cable was Executive
Vice President and Chief Operating Officer for residential services.
In this role, I led the service delivery, customer care, marketing,
and sales operations for the company’s residential service. To the
extent that questions arise relating to the future of Time Warner
Cable and Charter, I will defer to Charter’s witness, Kip Mayo.

Legacy Time Warner Cable serves approximately 15 million cus-
tomers receiving video, Internet, or telephone services in 29 States
ranging from Maine to Hawaii. We employ thousands of customer
service representatives and field technicians whom we train, first
and foremost, to serve our customers.

Let me begin by acknowledging that we are well aware of some
of the issues that will be discussed by the Subcommittee today.
Those of you who live in a Time Warner Cable area have probably
seen our most recent ad campaign in which we acknowledge—in-
deed highlight—prior service challenges before explaining the steps
we are taking as a company to address those historical short-
comings.

That campaign is the culmination of efforts made, during my ten-
ure at Time Warner Cable, to improve our customer service per-
formance in order to provide the best customer experience possible.
Beginning in 2013, under an internal strategy we called “Winning
on Service,” Time Warner Cable embarked on an aggressive plan
to improve its customer service and took several steps toward that
goal. We invested heavily in our network. We made several tech-
nology augmentations for broadband and video. We also initiated
an ambitious plan to reshape our customer service performance by
investing in our greatest and most important asset—our employ-
ees. We sought to make service the differentiator and to become
the best service provider not just within the telecom space, but
within any industry.

Our goal is to keep customers, and we accomplish that goal by
keeping them happy. To do this, we train our customer service rep-
resentatives to provide excellent care to our customers. Upon hir-
ing, our representatives receive 11 weeks of hands-on training, as
well as weekly ongoing training and coaching sessions with our su-
pervisors. These coaching sessions allow our representatives to
learn from the actual calls they handle. Our focus on customer

1The prepared statement of Mr. Keib appears in the Appendix on page 57.
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service has made a difference, as more than four in five customers
report they are satisfied with their interaction with Time Warner
Cable. And our surveys suggest that our customers are becoming
increasingly satisfied.

We have made great strides in addressing customer issues more
quickly and efficiently. We have done this by improving our phone
service levels through enhanced training and better staffing, im-
proving our product and service performance, and introducing ap-
pointment-based call-backs, which allow customers to schedule call-
backs from Time Warner Cable at times that best work for them.
As a result of these efforts, our total call volume is down. Over the
past 3 years, the number of calls fielded by our customer service
representatives decreased by 12 million, which is a testament to
better and more efficient customer service.

One measure of this improved customer service is known as “one-
touch resolution”—or the percentage of calls that are managed by
a single agent. Recent internal reports show that we achieve one-
touch resolution in nearly 94 percent of the calls we handle.

In addition, Time Warner Cable began offering industry 1-hour
service and install windows, and in the first quarter of this year,
our technicians were on time for these appointments 99 percent of
the time. We also significantly reduced by 1.6 million the number
of times a Time Warner Cable technician needed to visit a cus-
tomer’s home to handle a repair.

Are we there yet? No. Making such changes at a company our
size is no small feat, and the desired changes cannot all happen at
once. Still, the evidence suggests that our efforts are starting to
pay off. In the latest American Customer Satisfaction Report, Time
Warner Cable was ranked the fourth-best Internet provider. That
is up from the 13th position 2 years previously.

Although we did not have enough time to fully execute our plan,
I am proud of the early results just as I am most proud of our tech-
nicians and customer service agents who together are pursuing a
single mission of winning on service. Moreover, I am very confident
that Charter holds the same core tenets about prioritizing customer
service and will continue to improve the customer service experi-
ence.

I look forward to answering any questions you have today about
Time Warner Cable, and I would like to thank you for having me
here today.

Senator PORTMAN. Thank you, Mr. Keib. Ms. Mayo.

TESTIMONY OF KATHLEEN “KIP” MAYO,! EXECUTIVE VICE
PRESIDENT, CUSTOMER OPERATIONS, CHARTER COMMU-
NICATIONS, INC.

Ms. Mavo. Thank you, Chairman Portman, Ranking Member
McCaskill, and Members of the Subcommittee. I appreciate the op-
portunity to testify here today. My name is Kathleen Mayo, and I
am Charter’s executive vice president of customer operations.

I am here to talk about the significant progress we have made
improving the customer experience at Charter since the company’s

1The prepared statement of Ms. Mayo appears in the Appendix on page 60.
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2009 bankruptcy and more especially since its change of leadership
in 2012.

As a result of its history, Charter’s infrastructure was in serious
need of capital investment. The company’s financial situation
meant that Charter had underinvested in repairs, which kept the
product from performing reliably. At the same time, it had tried to
cut costs by outsourcing thousands of customer service jobs over-
seas.

Since Tom Rutledge became the Chief Executive Officer (CEO) in
2012 and brought in a new leadership team, we instituted a new
playbook for success that included streamlining our video products,
adding value to those products, and delivering the fastest minimum
broadband speeds, all at highly competitive prices, with a focus on
improving customer service.

Our efforts over the last 3 or 4 years to improve customer serv-
ice, have included insourcing customer and field service positions,
which created thousands of American jobs. We have invested sig-
nificantly in training our employees to be responsive to the needs
of the customer.

Since 2012, we have hired over 7,000 employees, a 40-percent in-
crease, and the majority of those roles are customer-facing posi-
tions, many of which were brought back from overseas. To date,
nearly 90 percent of our customer calls are handled onshore and
in-house, and 95 percent of our in-home service visits are per-
formed by Charter technicians rather than by third-party contrac-
tors.

We are committed to locating our facilities in the communities
we serve, most recently opening a $16 million state-of-the-art cus-
tomer operations center in St. Ann, Missouri.

As part of our transaction with Time Warner Cable, Charter ex-
pects to hire 20,000 American workers, many of whom will fill cus-
tomer service jobs that are currently outsourced to call centers lo-
cated in other countries. This approach has given us greater qual-
ity assurance in our representatives’ interactions with customers.
Our representatives engage in conversations with our customers to
understand their unique needs in order to properly assist them. We
do not follow canned scripts.

To improve the customer experience, we also have taken steps to
simplify our bill by eliminating common industry fees, and we have
expanded self-service capabilities. As a result of these steps and
the $7 billion we have invested in our network, customer service
calls have declined 25 percent since 2013. When our customers do
need assistance, we have been able to resolve their issue on the
first call 80 percent of the time.

Those high-quality customer interactions are growing our cus-
tomer base. In a very competitive environment, we have added
more than 1 million customer relationships since the beginning of
2012, growing our total customer base by 18 percent, despite hav-
ing no early termination fees to prevent customers from leaving us.
Our churn is down. Our existing customers are staying with us
longer, and our customer satisfaction has improved by 12 percent.
We are pleased with our accomplishments to date and believe the
results are beginning to show. But we also know that there is still
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much work to do in order to provide our customers with the excel-
lence in service that they expect and that they deserve.

To eliminate accidental overcharges for video equipment, Charter
instituted checks and balances that create controls in our order
entry systems to ensure we get each order right. Our recent audit
of video equipment determined our billing was 99.4 percent accu-
rate. Out of 11 million boxes, we found approximately 63,000
boxes—Iless than 1 percent—where customers were overbilled.

While 99.4 percent is a high accuracy rate, it remains unaccept-
able. No accuracy rate short of 100 percent is acceptable. As a re-
sult, we are reconciling every single account every single day to en-
sure our billing is accurate. We are in the process of notifying over-
charged customers, and we are issuing them a 12-month credit.

In conclusion, we have made significant investments to improve
our network, we have streamlined our products, we have simplified
our pricing, and we have insourced thousands of jobs to strengthen
our American workforce. At Charter, we are continuing to work
every day to improve and show our customers that we are com-
mitted to providing superior customer service.

Thank you.

Senator PORTMAN. Thank you, Ms. Mayo. Mr. Patel.

TESTIMONY OF RASESH PATEL,! SENIOR VICE PRESIDENT,
PRODUCT MANAGEMENT, AT&T ENTERTAINMENT GROUP
(DIRECTYV)

Mr. PATEL. Good morning, Chairman Portman, Ranking Member
MecCaskill, and Members of the Subcommittee. My name is Rasesh
Patel, and I appreciate this opportunity to speak with you, on be-
half of AT&T and DIRECTYV, about our commitment to customer
service. The hallmark of our brand has been to offer customers the
very best entertainment experience through our technology, unique
content offerings, and good customer service, and we are proud of
that heritage. But we need to get better, and we are working hard
to do so.

To that end, we need to complement our great product. I think
we have a phenomenal product that offers customers the first dig-
ital experience, Sunday Ticket, first to go to HD. But sometimes
that great product is not complemented with great customer experi-
ence, and 1t frustrates our customers. And so to that end, in 2012,
I started a group that focused on being champions for the customer
inside the organization, reporting directly to the CEO. And our goal
was not just customer service. Our goal was to relook at the entire
business through the customer’s eyes, to conduct a significant
amount of analysis on what exactly customers are going through,
and to be the internal voice of the customer in the organization so
that as decisions are being made and as policies are being set, the
voice of the customer is represented, and to be a champion for the
change and really see improvements all the way through. To that
end, we have made a lot of progress, but we have a long way to
go.
And so this is a very personal issue for me. I asked our CEO to
really lead this organization, so I am glad to be here today.

1The prepared statement of Mr. Patel appears in the Appendix on page 67.
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Our commitment to serving customers and giving them more
value and choices has never been stronger. We recently announced
in March plans to launch over-the-top services that will provide
customers flexibility and increase choices in lower-cost offerings to
customers. It will essentially allow them to enjoy our content dis-
tributed over the Internet in a much more simple business model
and offering.

DirecTV has ranked higher in customer satisfaction than cable
for 16 years in a row, but we recognize that we need to raise the
bar in this ever-evolving competitive landscape, given rising con-
tent costs. If customers are going to pay more for the service, they
can, should, and will expect more. We believe service is an essen-
tial component of our success and we have, accordingly, devoted
and will continue to devote significant resources toward our goal of
delivering a superior customer experience.

I have been with the combined AT&T and DirecTV company for
15 years in a number of different roles, and as you noted Mr.
Chairman, I am currently Senior Vice President of Product Man-
agement, but from 2012 until AT&T’s 2015 acquisition of DirecTV,
I served as Senior Vice President of Customer Experience. In that
role, I led DirecTV’s proactive, enterprise-wide, customer-centric ef-
fort to improve the experience across all customer touch points.

The initiative began with a comprehensive evaluation of all our
policies and practices. We conducted detailed research on exactly
what the customer was going through, and we have shared much
of that research with the Subcommittee. We did an analysis on
operational data in order to really prioritize our efforts to what was
most important to customers.

We have invested hundreds of millions of dollars in that cus-
tomer experience initiative, which has produced real results for our
customers. We have eliminated 18 million phone calls per year to
our call centers over the last 3 years, which demonstrates cus-
tomers are experiencing fewer issues. We have reduced over
300,000 service truck rolls per year, which I also look at as 300,000
fewer times someone has to take a day off of work in order to meet
a service technician.

We have reduced complaints to our Complaint Resolution Center
by 44 percent, and we introduced a new simplified bill that clearly
showed customers what the full retail price of their services was,
what the discount amount was, and was very transparent every
month about communicating when that discount expires.

We made it a point on page 1 of that bill to proactively identify
anything that has changed from the previous month so customers
do not have to hunt for that information.

DirecTV also maintains a dedicated team to proactively identify
and address billing errors, and it is a continually learning process.
If we find an issue that becomes part of a continuously monitoring
inquiry, we will look for that problem going forward. It is our policy
to proactively address billing errors, to notify customers that we
made an error, and to reimburse affected customers. And we even
do so if that person is no longer a customer with us. We will go
back and credit their account.

But we are not done yet. We have plenty of room for improve-
ment, and in that regard, AT&T and DirecTV will spend more than
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$1 billion toward enhancing the customer experience from 2016 to
2017. While we do take pride in the progress that we have made
over the past 3 years, we know that customer satisfaction is a
never-ending journey, and we can, should, and need to do better.

In that regard, I sincerely welcome the Committee’s input.
Through this process, I have run across a couple of things that I
myself have discovered that will drive change in our organization.
And we are confident that as a combined company we will further
enhance our ability to provide our customers with the very best
products and services that they deserve.

So I thank you for the opportunity to appear here today, and I
look forward to answering your questions.

Senator PORTMAN. Thank you, Mr. Patel. Ms. Schneider.

TESTIMONY OF KATHLEEN SCHNEIDER,! SENIOR VICE
PRESIDENT, OPERATIONS, DISH NETWORK, L.L.C.

Ms. ScCHNEIDER. Chairman Portman, Ranking Member
McCaskill, and Members of the Subcommittee, my name is Kathy
Schneider, and I am the Senior Vice President of operations for
DISH Network.

In the 1980s, DISH’s three founders decided that consumers
should have an affordable alternative to cable. We launched our
service in 1996 and were successful in reinventing television dis-
tribution and providing meaningful competition within the pay-TV
industry. DISH is now the Nation’s fourth-largest pay-TV provider
with about 14 million subscribers. We have 18,000 employees, plus
relationships with over 6,000 independent retailers, most of which
are small businesses providing community storefront operations for
our customers. There are 146 of these retailers in Ohio and 167 in
Missouri.

We are proud that DISH is the only provider of local broadcast
channels in all 210 U.S. media markets, ensuring that even the
most rural customers receive the same high-quality television as
customers in more urban areas.

For DISH’s customer service, the issues we will discuss in this
hearing are complex, but here is the simple truth for DISH. Our
success as a business depends on satisfied customers. We have
spent the last two decades working to provide a first-rate enter-
tainment experience and making our customers happy. Happy cus-
tomers understand and see the value of our products and services,
understand our bills, receive a seamless installation of reliable
products, and receive responsive repairs and service changes.

At DISH, our sales, installation, customer service, billing, prod-
uct development, and programming teams are constantly working
hand in hand to make sure we satisfy these customer expectations.
And we have received some outside recognition for these efforts, in-
cluding an A-plus rating from the Better Business Bureau (BBB),
J.D. Power awards for customer satisfaction for 4 years running,
and a top ranking in several categories by the American Customer
Satisfaction Index, including Lowest Customer Complaints.

We diligently track the latest customer pain points and adjust
our policies, procedures, training materials, and subscriber offer-

1The prepared statement of Ms. Schneider appears in the Appendix on page 73.
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ings. We make sure our agents have the necessary tools to match
each customer with the best programming, technology, and value
for that customer’s needs.

When a call comes in, our policy is to resolve, prevent, and pro-
mote. First, resolve the customer’s issue, then prevent any future
issues, and only after that promote the value of DISH.

We also keep innovating and coming up with the best technology
to meet customer demand for TV anywhere, anytime. That is what
is behind our award-winning set-top box, the Hopper, and also
Sling TV, our groundbreaking live TV Internet streaming service.

We are in a highly competitive business with major up-front
costs involved in acquiring each customer to the tune of $800 per
subscriber at DISH. It takes us 4 years of having the customer for
us to recoup those costs, and vying for our customers are often two
to three other cable, telco, or satellite companies. Usually, one or
more of those competitors is a company that, unlike DISH, can
bundle its TV offerings with broadband and phone service. DISH’s
way of beating the bundle has to be keeping our customers satis-
ﬁﬁ)d with the quality of our service and value of what we are giving
them.

Unfortunately, DISH cannot alone address two of the biggest
overall customer complaints that we face: one, the high price of
programming; and, two, the inability for our customers to select
which channels they receive. The content industry needs to be a
part of that conversation.

The main source of rising pay television rates is the skyrocketing
costs of acquiring programming content, mostly due to the broad-
casters’ ever-growing demands for retransmission consent fees. Pro-
grammers have inflicted huge price increases leading to scores of
channel blackouts when they withhold their signals and put con-
sumers in the middle of their negotiations with us.

DISH and other pay-TV companies have called on Congress and
the Federal Communications Commission (FCC) to update the out-
dated laws that govern how TV distributors negotiate for content
with broadcasters. Reform would go a long way in stopping black-
outs, addressing the anti-consumer effects of forced channel bun-
d}lling, and moderating pay-TV prices and perhaps even lowering
them.

I will end with this: While DISH is proud of its customer service
and billing practices, we are also committed to continued improve-
ment and constantly ask ourselves what can we do better. We are
not perfect. We make mistakes. But we do our best to fix the mis-
takes that happen and learn from them. We welcome the advice of
the Subcommittee on ways that the overall service experience can
be made better for our subscribers.

Thank you, and I look forward to your questions.

Senator PORTMAN. Thank you, Ms. Schneider. I appreciate it.

We are going to have the opportunity to ask questions from the
panel. We have a 7-minute initial round of questions, and then we
will do 5 minutes for the second round. Because we have a number
of Members here, I am going to keep my initial questions shorter
than that because I will be here until the end.

Let me start, if I could, by saying that I really appreciate the tes-
timony. We learned a lot, including on some issues that we may be
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following up on, as I said earlier, in terms of competition and en-
suring that people have choices. But let me zero in on this issue
of not providing refunds to customers.

Mr. Keib, I appreciate your being here. I know you are here real-
ly in your capacity as a private sector individual now, not with any
particular company but as a private citizen. And yet you were in
charge during this time period that we looked into, which was be-
fore Warner Cable had merged with Charter, and even going for-
ward, some of the Time Warner practices that do not provide cus-
tomers to get a full refund for charges they should not have in-
curred, particularly with regard to equipment.

So I guess my question to you would be, when you look at the
data, 40,000 Ohio customers in 2015 were charged 430,000 bucks
they should not have been charged, they are getting no refund for
that. Even the first 5 months of this year, 11,000 Ohio customers
are being overbilled over 100,000 bucks. Mistakes happen. We
talked about that. And I mentioned, the checkout counter at the
grocery store example of that where sometimes they make a mis-
take, but then they correct it. And they do not say, “We are going
to charge you less next time you come in.” They say, “We are going
to make you good.”

So it seems to me that the company could have looked into these
overcharges, as other companies represented here have, and deter-
mined, how long the customer had been billed for these charges
a}rlld Qsimply to provide them a refund for that. Do you agree with
that?

Mr. KeiB. I think I agree with that. But I would, if given the op-
portunity, like to give a quick overview of the situation that we are
discussing and how we handle credits and refunds.

Senator PORTMAN. Yes, quickly, if you would.

Mr. KEIB. Sure. Well, first of all, I would like to bring up some-
thing that did not come up, I think, when we started, which is that
we are actually undercharging customers significantly more than
we are overcharging them. At least that is what we found and sub-
mitted as part of our revenue assurance program. And I do think
that is noteworthy in the context of this discussion.

Second, as a company, we provide over $150 million in credits a
year to customers, and a lot of those credits are done in real time
with our customer service agents, and many of them are done when
we know the origination of the actual air date. And when we can
quantify the exact customers impacted, we absolutely do provide
notice, and we do provide the exact amount of what the actual
credit is going to be.

Several years ago, we built out something we called a revenue
assurance program, and this revenue assurance program, as I
think you may have mentioned, was really designed to find these
kind of issues. And over time we found these issues, and what the
revenue assurance program found as it looks to tie out whether our
equipment is being charged properly on the accounts is that of the
37 million pieces of equipment that we have active on our network,
a very small fraction were being improperly billed.

And on top of that, if you bring it down to the customer level,
it was about, I think, 0.07 percent of customers with video equip-
ment had an issue and 0.03 percent of our modems.
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So what I said earlier about winning on service, we take it very
seriously. And it does not really matter if it is 10,000 out of 2.5 mil-
lion customers. That 10,000 or 11,000 is what we have to get right.

Senator PORTMAN. Let me interrupt you, if I could, just for a sec-
ond. We are talking about 40,000 customers in Ohio alone in 2015
who were overcharged.

Mr. KEeIB. I apologize.

Senator PORTMAN. Forty thousand in Ohio alone, so you are talk-
ing about many more thousands of that in other States represented
around this panel. And it is easy to say, well, we undercharged
some people, we overcharged others, it all kind of nets out. Not for
those 40,000 families. Not for the family that is getting over-
charged. I mean, you should not undercharge either. You should
have business practices that take care of that. I am not suggesting
that there is any benefit to undercharging or overcharging. What
I am suggesting is that if you are overcharged and you find out
about it, you ought to make them good. And that is what other
businesses do. I used the example of the checkout counter, but it
is true in other businesses that you and I deal with every day.

So my question to you is really simple: Shouldn’t you have, hav-
ing identified those people, simply provided them—and, still, you
are not doing it because what you are saying is you are going to
give them a month credit where it could be years of having equip-
ment that they were overcharged for? Isn’t that accurate?

Mr. KEIB. It is not accurate to say that they have been over-
charged for years, and I will just

Senator PORTMAN. How do you know that?

Mr. KEi1B. If I could just take time to explain that in the revenue
assurance program, we are looking for mismatches of pieces of
equipment, and what we are trying to figure out is whether the
service charge on that piece of equipment ties to the actual equip-
ment. Because of the amount of volume of equipment we are turn-
ing over right now, whether we are upgrading our modems, up-
grading our set-top equipment, or actually going all digital and
have been launching DTAs, there is a lot of transactional volume.
And what I am told and what I have learned through the revenue
assurance process is that the mismatch is being driven when a cus-
tomer is, during this transition window, putting equipment on ac-
count and taking it off the account and matching that up to the ac-
tual service charge.

So what we are doing is proactively every month running a re-
port to find those discrepancies, and that is why I say based on
what I have heard from our team is that I would venture to say
that the majority of those are more recent and within the actual
30-to 45-day span.

Senator PORTMAN. OK. A majority are more recent, but you do
not know that it has not been years. You are now doing this
monthly analysis, which is a step forward, as I said, and I do think
this hearing has created some improvements in customer service
both for you and for Charter, and based on what others have said,
it sounds like all of you have looked at your processes and come
up with some new suggestions. So that is positive.

But, still, you are not providing people the money that they are
owed even though you know that they deserve a refund. We will
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get back into this with more specificity. I want to move to Ms.
Mayo with my next round of questions because she is now at Char-
ter and Charter is going to be responsible going forward for what
Time Warner’s and Charter’s customer service procedures are. But
I would hope that even though you have made an announcement
today you are going to provide customers some relief, that you just
simply do what you now have the data to be able to do, which is
to tell the people I represent and people that are represented by
people on this panel, look, if you get overcharged, you are going to
get a refund for it, just as you would in other businesses.

With that, I will turn to my colleague Senator McCaskill and
then to other colleagues here. Again, I am cutting my time short
with the hope that we can get everybody’s questions in.

Senator MCCASKILL. He is saying that because he is trying to
send me a signal that I cannot go over. He knows me really well.
He know that I am going to get carried away.

It appears to me from a distance that the business model that
has grown up in pay-TV is, figure out a way to make the entry
price as low as possible, figure out how to roll people off that entry
price as quickly as you can, and then deal with their anger once
they realize the price has gone up. And, by the way, if they call
to cancel, make sure you train your customer service people really
well in how you deal with somebody who is angry, and the angrier
they get, the more likely they are to get something from you; or de-
pending on who they get, how skilled the retention agent is in hold-
ing on to them and handing them goodies, sometimes temporarily,
to calm them down and hope that you can hold on to them longer.

Now, there are so many things about this business model that
are asking for customers to be upset. Do any of you in your adver-
tisements to try to get customers put the same size pricing on what
they are going to pay after the promotion as you do for the pro-
motional price? Do any of you do that?

[No response.]

So all of you do the promotional price, and then there is fine
print. In fact, many of you do not even put what the price is going
to be after the promotional price, correct? Is that correct? Yes?
Does anybody disagree with that?

[No response.]

So the promotional price and transparency is the beginning of
the journey that America has with their pay-TV providers.

Let me ask about HD and other fees. Ms. Schneider, does DISH
currently charge customers an HD fee?

. Ms. SCHNEIDER. So for new customers, we no longer charge HD
ees.

Senator MCCASKILL. So you do not charge HD fees for new cus-
tomers. What about old customers?

Ms. SCHNEIDER. So we have a small number of customers who,
when they came into DISH, they had sort of different pricing ar-
rangements. So for customers today, we include HD fees in the re-
ceiver fees that they are paying for new Hopper equipment, so it
is included there. For the subset of customers in earlier days of
HD, we did not have that fee included in the receiver fees. So they
are having lower receiver fees and then paying that HD fee as an
offset.
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Senator MCCASKILL. OK. So I guess what I am saying is, DISH
no longer charges new customers HD, but you charge old customers
HD, correct?

Ms. SCHNEIDER. Well, in essence, we are charging both. They are
just kind of in different

Senator MCCASKILL. But isn’t it true if someone calls in and asks
to have their HD fee waived, they get it waived?

Ms. SCHNEIDER. If they call in, yes, we will waive it.

Senator McCASKILL. OK. So, once again, hide the ball. So if I am
smart enough to know to call DISH, if I have an HD fee on my bill,
if I am smart enough to call and ask for it to come off, you are
going to take it off, aren’t you?

Ms. SCHNEIDER. Agents will do that for longer-term customers.
These are long-term customers for us, and so——

Senator MCCASKILL. So how long do you have to be a customer
before you have the magic knock to get the fee taken off?

Ms. SCHNEIDER. I do not know that there is a specific time that
we have there. It is——

Senator MCCASKILL. See, this is exactly what I am talking about.
Nobody knows how to get the best price from you guys. Nobody
knows. There is a secret sauce somewhere, and I think it has to
do with being really mad, which is really bizarre to me.

All right. Let us go on to Mr. Patel. You all charge now an ad-
vanced receiver service fee, right?

Mr. PATEL. That is correct.

Senator MCCASKILL. So you took the HD thing off the bill, and
then you put a brand-new thing on the bill. Now, how many of your
customers do you think have any idea what the advanced receiver
service fee is for?

Mr. PATEL. Yes, Senator, our intention was to really simplify the
sales process, and what we tried to do is simplify the number of
decisions a customer had to make, and we got it down to three,
which was you pick your programming package, and the level of
programming you pick dictates how much you are going to pay for
the programming package. The second choice is, do you want basic
services or advanced services? Basic services provide a good HD ex-
perience but do not include DVR, On Demand, and other things.

Senator MCCASKILL. OK.

Mr. PATEL. That is what that advanced service fee is. It provides
the more advanced services. Then it is $7 per room.

As a part of the customer experience effort, we found that the
number of choices customers had to make was extremely complex
and wanted——

Senator McCASKILL. OK, so you wanted to lower the number of
choices they make, but isn’t it true that not all customers are
charged the same advanced receiver service (ARS) fee in your com-
pany?

Mr. PATEL. That is correct.

Senator MCCASKILL. And so how do I know whether I get a lower
ARS fee? Do I have to call and ask you? If I call and ask you, will
you lower my ARS fee?

Mr. PATEL. No, and it is

Senator MCCASKILL. No?
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Mr. PATEL. It is kind of an apples-and-oranges comparison, and
let me explain why.

Senator MCCASKILL. Quickly, if you would.

Mr. PATEL. I will. So when the ARS fee was originally intro-
duced, it was at a slightly higher price, and we have lowered it.
But

Senator MCCASKILL. Did you lower it for everybody?

Mr. PATEL. But the customers who came on board with the high-
er price received their first room’s equipment for free. There are
other components of their offer that were different, and so the chal-
lenge is that it is a very competitive marketplace, and the offers
from a marketing perspective change very quickly.

Senator MCCASKILL. I understand that, believe me, and cus-
tomers understand that. It is like shifting sand.

OK. Let me talk about the secret rates offered by retention
agents. In this investigation, we determined that there are actually
rates that retention agents are authorized to give their customers
that are never advertised. Does anybody disagree with that state-
ment?

[No response.]

So that is what is really frustrating. Let me talk specifically
about Time Warner. To handle customers that want to lower the
cost of the service, Time Warner provided its agents with a chart
that showed them how much to lower the price of a package each
time someone objected. So the people actually had a script. Now,
if they get mad the first time, you can go down this much. If they
get mad again, you can go down this much. And then we found out,
when we interviewed you, that if they asked, they would tell the
price they just offered was the lowest price available at that time
even though there was a lower price on the chart that they could
still offer. And when we asked you about that, you said, “Well, at
that moment that was the lowest price that agent could offer.”

That is the kind of stuff that is driving people through the wall.
Is it fair for customers to not be able to determine when they have
reached the lowest price? How does a customer know when they
have gotten the best deal? You can listen to my call. I kept getting
mad, and I eventually got 120 bucks back, plus I got rid of the
$7.99. I never would have known to do that if we had not done this
investigation.

So will you all make a commitment today to advertise the lowest
price available? Any of you?

[No response.]

Will you publish it on your website, the lowest price available for
your services? Any of you?

[No response.]

I will have more questions the next round.

Senator PORTMAN. Thank you, Senator McCaskill. Senator Paul.

OPENING STATEMENT OF SENATOR PAUL

Senator PAUL. One thing that is interesting about pricing is that
if you go to a car dealer and you say, “What is the lowest price you
will give me on the car?” nobody in their right mind is going to
publish that. So the question is: Is there competition or not? It
looks like there are a lot of choices and you can choose, and they




23

have various ways of presenting themselves to try to entice you.
But that is the marketplace. It is buyer beware, and as long as you
have choices, if you do not like one of the choices, you do not like
their service, you simply in America choose another server.

I think, though, that we need to put this particular problem or
this particular hearing in sort of a context, the context of what
kind of problems we have in our country. We have a $19 trillion
debt. We have an anemic economy that is growing at a point and
a half. Millions of people are not getting jobs because we are not
growing at a historic rate.

We have a $7 trillion shortfall in Social Security and a 435 tril-
lion shortfall in Medicare. But I do not think Congress is having
hearings on any of these. I propose we ought to have a full perma-
nent hearing on Social Security that meets all of the time just to
address Social Security. I have been here 6 years, and there has
not been one bill to the floor of the Senate to address the entitle-
ment problem, the looming entitlement problem that we all ac-
knowledge is there. So I think we do have important problems that
we do need to face as a country.

We are asked today to look at the tactics of television providers
to see if they are unfair, their bills are too complex. We have point-
ed to low customer satisfaction surveys. Well, one thing is very
clear, though. Television providers’ customer satisfaction still ex-
ceeds that of Congress. So I am not sure really if there is enough
wisdom in Congress that we can impart to people who actually
have a higher approval rating than we do.

If we were to examine, though, organizations that fail the trans-
parency test, we might want to start with government. The Pen-
tagon has never been audited. It is enormous, it is this behemoth.
And we have to have defense, but certainly we should audit it.
They have told us they are too big to be audited, and we just say,
“Oh, well.” That has been going on for over a decade.

The Federal Reserve, completely unaudited. We cannot get an
audit through. We have had very little cooperation in the Senate
from people saying, “Yes, we need transparency in government. I
mean, sure, this is an important problem, and it is frustrating. I
have been there. I have been on the phone with people. In our
household, we get frustrated calling consumer reps. But at the
same time, we have big problems as a country. We have to figure
out what are we going to do with the Fed, the Pentagon, the Con-
sumer Financial Protection Bureau (CFPB), and really Congress.
Congress uses bills that are hundreds if not thousands of pages
long, filled with wonky, technical jargon that is unapproachable to
the average reader. Congress uses high-pressure situations to get
people to accept bills they do not like. Few members actually read
the bills before they agree to them. And, so I think maybe Congress
might be one of our first items.

Unfortunately, when you look at your government, you are un-
happy with your government, you cannot change your legislative
provider. A lot of people probably would if they could. But when it
comes to television or cable or satellite, you have a choice.

The satellite and cable industry in my State has a $4.7 billion
impact on Kentucky. I think in the midst of unhappiness about
things not being perfect—and nothing is ever perfect. We realize
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you have a choice, but we should not lose sight of the fact of what
the television industry does for our States as far as jobs and occu-
pations and money for each of our States.

Maybe we should be asking, How can we help them grow their
business? The only way they grow their business is by having bet-
ter consumer service, but maybe there are obstacles such as taxes
or regulations that add costs to your bill, too.

I know that when I look at my phone bill, I see a lot of govern-
ment stuff on there, and so maybe there are ways that we could
make the bills less by actually removing government obstacles.

The fact is that the market for television content has evolved
quite rapidly through its own technological advancement and ex-
panding consumer choices. Milton Friedman once argued that the
essence of an effective television industry, an effective telephone in-
dustry, an effective computer industry, or an effective mail delivery
industry, you name it, is competition. If there is an argument that
there is not competition, then these can be really serious problems.
As long as there is competition—and there appears to be vibrant
competition—you have a choice.

I have a choice in Bowling Green of two cable companies. I have
two satellite companies. I can stream things. I have to have my son
help me with that, but I can stream things as well. There is com-
petition. There are now more subscriptions that you can get with-
out a contract because it is becoming very competitive. We have
one big cable company that was bankrupt. Apparently, there is not
a huge amount, they are struggling to make enough profit.

But, anyway, I think it has even come to the point now that we
have simpler billing as a marketing tool. Some of the different com-
panies here are actually marketing that they have simpler bills to
try to get business away from their competitors who may not be
doing as good a job.

So, I do not know, I just think we need to put this hearing in
perspective and not get too carried away. I have the same frustra-
tions—I mean, everybody does in the modern world—of trying to
call and get through to these companies. But we have to realize,
first, do no harm. Do we want to get involved with an industry and
do it to such an extent that ultimately we screw up something that
is actually working very well in many instances and acknowledge
that, look, we have hundreds and hundreds of choices of channels,
maybe the house is not on fire. Maybe things can get better and
will get better through competition. But I for one want to make
sure we do not go too far in one direction.

Thank you.

Senator PORTMAN. Thank you, Mr. Paul. And as I said at the
outset, competition is something we are looking into because at
least in my home State of Ohio, we do not have the kind of com-
petition I would like to see. I have some numbers here indicating
how there is a lack of competition now.

But, on the other hand, we heard from some of you about how
competitive forces have been helpful, and some of you have even
raised some things that could be done in terms of providing a more
level playing field so there is more real competition. And I agree
with you. That is how you ultimately get better service. Senator
Lankford.
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OPENING STATEMENT OF SENATOR LANKFORD

Senator LANKFORD. Thank you, Mr. Chairman. Thanks for
hosting this hearing and the conversation that is here, but as Sen-
ator Paul has mentioned as well, there is a context of this. As I
read through the notes and as we received this early this morning
and late last night, one of my first thoughts on the section on not
getting an answer the first time that you make a call in customer
service, I wondered how many times that our constituent service
folks on our staff have tried to call the U.S. Department of Vet-
erans Affairs (VA) or Social Security or multiple other agencies and
we will work for months to get an answer to a question that should
be a straightforward issue. So there is a great deal within govern-
ment right now that lacks in customer service as well, and I think
that deserves a very public acknowledgment that all of us have a
very long way to go, and dealing with cable customer service is the
pot calling the kettle black as we work through this process.

Saying all that, I have also had people call my office that have
been incredibly frustrated by not getting attention with their cable
provider, and they reached a point where they called their cable
provider so many times and got non-answers that they eventually
called their Senator, who we called someone that we knew, and
they eventually got attention. And it was the oddest thing for me
to think, Why does it take literally an act of someone in Congress
to try to get attention on someone who has a billing problem, espe-
cially for senior adults that call our office?

Now, in the training—and one of the issues that I have is in the
training, and I understand there is a lot of selling and there is a
lot of work toward profit. Saying that the people that are on the
phone want to actually sell you a program is not shocking to me.
It is much akin to saying I am shocked there is gambling in Casa-
blanca, that there are people that are in a for-profit business are
trying to actually stay in business and sell a product.

I do have a concern often when we deal with people that are sen-
ior adults that do not understand the billing. So the request that
I would have is whatever customer service upgrades that you have
made—and all of you have made comments about increased train-
ing and capabilities—would you please make sure that you are pay-
ing attention to the fact that there are senior adults that are call-
ing that have no idea about this billing practice and have no idea
of all these packages, and they are being taken advantage of? And
that is something intolerable in this process.

Let me ask a couple of things, though. In the billing as it comes
out itself, somebody give me a guess. In the typical customer pay-
ing for cable services, what percentage of that is State, local, and
Federal taxes that they are also paying when they pay that month-
ly bill? Can somebody give me a guess?

I see lots of thinking. Pen and paper is coming out.

Mr. KEeIB. I could say that at a minimum we charge what is
called a franchise fee, which is around 5 percent, at a minimum.
And then there are other taxes and fees on top of that. The reason
why it might be a little bit difficult to give you those exact num-
bers, it varies by State sometimes.

Senator LANKFORD. Sure it does. Right.



26

Mr. KEIB. So on an average $100 bill, I think 5 percent is a min-
imum number. And then I think you could work off of that number,
depending on the market for fees and passthrough fees and things
like that.

Senator LANKFORD. Does anybody have a different number be-
sides 5 percent there?

Ms. Mavo. I would guess at least 10 percent.

Senator LANKFORD. OK, at least 10 percent being State, local,
and Federal taxes, some sort of fee that is attached to it.

I want to talk about an ongoing challenge that we have with
packaging, and then I also want to get to streaming, and so we are
going to have a conversation coming about some of the streaming
services that I know you all are also experimenting with a great
deal right now.

The cost of the actual content that is coming to you, there is an
ongoing conversation about that as well, because as everyone com-
plains about their cable bill, what I hear back typically from cable
providers is, “Do you have any idea how much it costs for XYZ con-
tent coming in?” Where does that fit into the typical billing prac-
tice? And as you all are actually trying to forecast, let us say, 5
years from now when you talk about hardware, when you talk
about fiber being put in the ground, and you talk about content,
where does that rank? When you do your own strengths, weak-
nesses, opportunities, and threat (SWOT) analysis and you are
looking at the threats, where does content fit into that?

Mr. PATEL. I will take that, Senator.

Senator LANKFORD. Yes, sir.

Mr. PATEL. Content costs rising is a really significant issue, and
I do not think consumers truly understand the dynamic that is in
place. We talked a lot about pricing, billing, and fees. But, for us,
for 8 out of the last 11 years, the cost of the content has actually
exceeded the pricing that we have passed on to the consumer. And
so we are in a difficult position. It is a very challenging thing to
do to pass on pricing to a consumer. No matter how you notify it,
it is going to be something that causes a negative reaction from
customers.

From 2005 to 2015, content costs grew 95 percent, and to put
that into perspective, it is growing at three times the rate of any
other goods or services. And so I think it is an issue. I think it is
exacerbated by the fact that the agreements require you to carry
a lot of channels that consumers do not have demand for. And both
of those things I think create pressure and create sort of a struc-
ture that is not in the best interest of the consumer.

Senator LANKFORD. So going back to Senator Paul’s conversa-
tion—and Senator Portman and Senator McCaskill have all raised
this issue about competition—the ongoing conversation in the coun-
try right now is about just streaming content rather than actually
buying from cable or buying from other satellite providers. You all
are doing both, where you are actually streaming content as a sep-
arate service with Sling—is that correct?—and then also through
satellite. So tell me about modeling for that and trying to work
through providing competition in that area for another completely
different delivery device, because the key thing for me is can people
get content that they choose to get in the medium that they choose
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to get it in, so if they are ticked off about the latest $3 to $6 fee
per room that they have to pay for, they have some other option
to be able to go to.

Ms. SCHNEIDER. Yes, so Sling is our over-the-top product that we
have for streaming. Sling is a bit more modular in terms of what
we can do to provide content. So where we have a bit more bun-
dling with our traditional product, Sling is a bit more modular in
that customers have more choice in terms of having a basic pack-
age that is really affordable and then adding, slimmer packages to
it so it gives them more choice along those lines. Does that answer
your question?

Senator LANKFORD. It starts that. This is a longer conversation
that we can have that we do not have time for right now. I do have
to tell you I, along with every other American, get incredibly frus-
trated. Senator McCaskill did a great job of outlining a basic call
on customer care. All of us get ticked off at that, not only the
length of time but the frustration with it. But I am especially con-
cerned about senior adults in my State and the potential for them
to be taken advantage of in this process based on the complication
but also the difficulty they have had, even seniors that have called
me saying, “I cannot even disconnect my service or get an answer,”
and they just want to say no, but they are so incredibly kind and
nice, they cannot seem to turn things off. And so that has to be ad-
dressed in the days ahead and should be addressed in a way that
actually honors the people that have been a part of that service
and paying customers all along. So thank you.

Senator PORTMAN. Senator Baldwin.

Senator BALDWIN. Thank you.

I wanted to start based on Senator Lankford’s last comment. We
certainly hear from our constituents with enormous frustrations,
but almost all of us, I assume, have had our own frustrating expe-
rience. We are not strangers to this.

I am actually curious about your own experiences with your own
companies, and I wonder if you get pay-TV from the company that
you are with now or formerly were with. Why don’t you go across
and let me know?

Mr. KARINSHAK. Yes, Senator, I do.

Senator BALDWIN. John.

Mr. KEIB. Yes.

Senator BALDWIN. Sorry. That was way too informal. Mr. Keib.
Ms. Mayo.

Ms. MAYO. Senator, I subscribe to Comecast service.

Senator BALDWIN. OK.

Mr. PATEL. Yes, I do.

Ms. SCHNEIDER. I am a DISH customer.

Senator BALDWIN. OK. Do you call the same service number that
any of us or our constituents would if there is, to initiate the serv-
ice or to deal with problems? Or as current or former team mem-
bers, do you have an inside number, a colleague or somebody who
takes care of that for you? Why don’t you go ahead, Mr. Karinshak?

Mr. KARINSHAK. Yes, Senator, I have it as a normal paying cus-
tomer, and myself and my team will also do calls into our system
as well as normal customers.
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Senator BALDWIN. Yes, I was impressed in your testimony that
you talk about you are sort of engaging in the different aspects of
the business and sort of trying to figure out what the customer ex-
perience is. If you had an outage, you would just go through the
800 number, or would you have, an inside way of fixing it?

Mr. KARINSHAK. So I could go through the 800 number. I also use
my account app, so I do some things online as well to be able to
see the outage, when it would be cleared, but would experience it
calling in as a customer.

Senator BALDWIN. OK.

Mr. KARINSHAK. And I take calls from customers directly, too.

Senator BALDWIN. OK. What about you, Mr. Keib?

Mr. KeiB. All of our employees within Time Warner Cable, if
they are in our footprint, have Time Warner or used to have Time
Warner. And in terms of service, at the individual account level, ei-
ther mine or my family or any relative that asks for help, I would
go through the normal channels. If there is an outage that is, state-
wide or something that happens on a large scale and it impacts me,
I would make sure that we are on top of it but not really out of
a self-serving, purpose.

Senator BALDWIN. How about you, Ms. Mayo?

Ms. MAYO. I am sorry, Senator. I am a little bit abnormal. I do
not live on footprint for Charter service, so I actually subscribe to
two different cable operators. One is Comcast and the other one is
Cablevision.

Senator BALDWIN. OK.

Ms. MAYoO. So I use their services. I call their lines. I get support
just like any other customer.

Senator BALDWIN. OK. Mr. Patel?

Mr. PATEL. I have DirecTV service and generally will use the 800
number, the same 800 number our customers use, or our online
tools. Like Tom, we also have access to being able to listen to calls,
and so we will do that quite frequently to get a pulse of how the
customer is being serviced.

Ms. SCHNEIDER. So the same. If I have an issue, I would call in
to our service as well. And I think a lot of us probably have the
advantage of knowing—if we have technical issues, we know how
to trouble-shoot those things ourselves. So there is probably a lot
more self-service with the folks up on the panel than other cus-
tomers.

Senator BALDWIN. Well, back to the original point. I hear con-
tinuously from Wisconsin residents sharing their frustration with
pay-TV, satellite and cable. One consistent complaint that I have
heard over the years is that TV providers will not let customers
purchase their converter box, and instead customers are forced to
rent it, which costs them much more money over time.

I also want to share a story from one constituent which has al-
ready been—the issue has already been referenced in our hearing
thus far, but the constituent explained that he was given a 2-year
monthly rate for TV and phone by AT&T, but after a year his bill
increased by more than $80 without his consent. This additional
$80 gave him no added service, and, in fact, at that point three
channels and music stations were removed. He said that AT&T
told him that he would have to pay for computer service in order
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to get his channels back and ultimately hung up on him. My con-
stituent also explained similar billing issues with both Time War-
ner and DISH.

He ended his letter with this plea, and I quote: “Senator Bald-
win, I hear these complaints from everyone. What can you and the
Senate do to make all providers sign a contract so that they can
be held to their words and finally remove all their false mar-
keting?”

Now, this is just a sample of what I hear regularly, but in light
of Senator McCaskill’s earlier question about, how big is the price
for the promotion versus how are you adequately explaining or are
you adequately explaining to the customer what is going to happen
in this 2-year promotion where the price goes up after the first
year, in light of these concerns that we hear over and over again,
I would like to hear from the entire panel what more are you doing
to ensure that your companies are not promoting misleading pric-
ing information? And what are you doing to grapple with these per-
vasive billing issues? Why don’t we go across the panel once again?

Mr. KARINSHAK. Senator, it is very important to make sure the
customers understand exactly what they are getting. We do offer
a wide array of products and a wide array of pricing, and so we
have done some additional things from a disclosure perspective to
help with that.

First, whether you order our service online or with one of our
employees, they are required to go through a full summary at the
end of that interaction detailing all of your monthly recurring and
nonrecurring charges. We also follow that up with an email that
we send to the customer at their preferred email address detailing
exactly the order and what is next as well, for example, things like
the technician coming to their house.

We also partner with a company called SundaySky to deliver a
video that is a personalized tutorial for any changes they make to
their package or for a new customer. And we also back it up with
our 30-day money-back guarantee as well.

Senator BALDWIN. Thank you.

Mr. KEiB. Yes, I will try not to be redundant with anything that
Tom mentioned, but what I would say is I think the most impor-
tant thing is what the customer actually sees on the bill and mak-
ing sure that what we are charging for is clear. And I would say
one of the more recent things we did was try to show the pro-
motional discount in relation to the full rate. So, for example, if the
full rate was, say, $129, there would be a minus sign listing clearly
what the actual discount amount was, let us say it was $40 or $20,
and then it comes to a summary price of what that actual bill is
so that that customer in any given month would be notified that
there is actually a higher rate there and that this is a promotion
of X dollars. And then when we come up on that window at that
time, be it 12 months or whatever the expiration of that window
is for that core service, they would see that actual discount go
away. Or if it was a 2-year roll, as someone alluded to earlier, they
would see it get reduced.

Senator BALDWIN. Ms. Mayo.

Ms. MAYO. That is a good point, and that was part of changes
that Charter made recently in an effort to be more transparent
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about billing to show the full charge and then the discount that the
customer is getting. So I agree with John, also with Tom. If you
are dealing with a customer service rep on the phone, a sales rep,
and you place your order, the sales rep will recap exactly what you
should expect on your bill for and exactly any charges that you
would see on your bill the first time. We also send an email to the
customer confirming the bill. We are working on improving that
with more information, but we have the core infrastructure set up.

If you go into a Charter store, you obviously get confirmation of
what your order is. If you have a direct conservation with a sales
rep, you are getting confirmation of what your order is. But on our
website, you will get an email, and with that, too, we are improving
the content associated with the confirmation that comes from the
website.

Senator BALDWIN. Mr. Patel.

Mr. PATEL. We try to disclose the terms at multiple touch points
on the initial sales call, we have implemented a tool that essen-
tially tells the customer and the agent what the required call com-
ponents are relative to what the customer ordered. What we found
is historically all the generic terms were disclosed and the cus-
tomers were kind of losing attention. And so communicating the
fewer things that were more relevant to the customer was impor-
tant.

No. 2, we record all of our sales calls in our direct sales call cen-
ters. And so if a customer ever says, “I was told something else,”
we make it a point to be able to pull that record and hold agents
accountable. Agents are essentially given two opportunities to not
make a mistake when it comes to the terms and agreements with
the offer. If they do that twice, the consequence is they would lose
their job. And so we try to hold the agents accountable. We have
disclosures online, including a place where we spell out over the
course of 2 years how your prices change. We send an email con-
firmation. We have a written customer agreement.

And then the last thing, and I think probably the most promi-
nent, is on the bill. We made changes so that from the initial bill
you know exactly what the full price of the product is, what the
discount amount is, and we even show you that you are in Month
1 of 12 of that discount. And it changes every month, providing a
constant awareness for consumers that I have 2 more months left
for this discount. When the bill does, in fact, change, we spell it out
for customers on the front page.

And so, we have tried to do as much as we can to disclose this
to customers and to also drive accountability and controls in the or-
ganization if and when mistakes are made.

Ms. SCHNEIDER. So I think DISH might be a little bit different
in that we have an option for a 2-year price lock, so customers have
a 2-year commitment to us, and we can align pricing and do a price
lock for them during the entire term of their contract with us, ini-
tial contract. But in addition to that, if they stay with us beyond
that 2-year price lock, they will likely experience some price
changes, so whatever the then-current pricing is. And so we follow
form, kind of similar to what other panelists talked about with re-
spect to during the sales call, we do all of the disclosures, cus-
tomers get an email that outlines all of the things that they need
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to understand, including pricing terms with their new service. We
do something with our new customers where we do—either if they
call in before 10 days or they—either they contact us within 10
days, or if they do not, we will outbound them and walk them
through all of the things that they need to know as a new customer
with DISH, including anything with pricing, installation, other
things. We never want anybody to be surprised by anything that
happens on their bill, and we also do the bill statement messages
and things along those lines that other panelists talked about.

So we really do try to make an effort to make sure people under-
stand the terms of their new agreement with us and that they do
not have any surprises.

Senator BALDWIN. Thank you.

Senator PORTMAN. OK. I would like to get back to some of the
questions that we were talking about earlier that have to do with
people getting overcharged and then companies knowing that they
are being overcharged and not getting the refunds.

First of all, with regard to the bills, I have a copy of a bill here.
It happens to be from Ohio. It happens to be a bill that has over
a dozen line items in it. One of the responses that we have gotten
from companies is that people ought to look at their bills, so if you
are being overcharged, you ought to be able to find that.

First of all, I think it is very difficult to discover that you are
being overcharged if you do not know what the equipment is, you
do not know what the correlation is between the charge and the
equipment. But, second, look at one of these bills. It is pretty darn
complicated. And part of what I guess I would ask you, Mr.
Keib—and I appreciated your answer earlier that you thought that,
Time Warner could have done better in terms of allowing, say,
these 40,000 Ohioans who in 2015 were overcharged, could have
done a better job at dealing with that. You have come up today,
as I understand, with a new policy proposal that Charter, being the
new company, is, I guess, going to implement that there be a 1-
month credit regardless of how far back it goes. We talked earlier
about whether you would know how far back it went.

I guess one question I would have for you, and to Ms. Mayo as
well, is: Why not at least notify the customer, say, “Hey, look, we
have overbilled you, we have overcharged you. Look at your bill.
Tell us how long that has been”—if you cannot find out for them,
at least give them the information, the notification to be able to
find it themselves. Have you thought about that, implementing
that kind of a notice procedure?

Mr. KEIB. Yes, and as I mentioned earlier, I think that we
do—as I said, when we define the number of customers impacted—
and it is not a dynamic number or constantly changing, like the
equipment example we discussed earlier. We do provide notice that
we overcharged and for how much.

The example relating to equipment, because of the transactional
nature and the volume of equipment that is moving in or out, it
is a little bit harder to determine in our billing system and the way
we run it to figure out the exact origin date of when those cus-
tomers were impacted.

But to your core question, as to should we notify or not, I think
that is a natural progression of any revenue assurance program,
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and I think that in hindsight we should notify customers if they
were being overcharged. And as for what we do going forward, I
would kick that to Kip because ultimately I think it falls in her de-
cisionmaking.

Senator PORTMAN. Yes, well, I think what you just said is signifi-
cant. You think that customers should be notified, and with regard
to the equipment particularly, which you say is more complicated.
And I know you are no longer in a position to implement that, but,
Ms. Mayo, you are. So we have kicked it to you. Maybe two ques-
tions for you. One is do you agree with Mr. Keib that one of the
things you ought to be doing now is at least notifying these cus-
tomers so that they know they have been overcharged? Again,
40,000 customers last year, over 11,000 customer, just in Ohio, and
this is an issue that I know you are attempting to address today
with your own proposal. Yours today, as I understand it, is that
you will give a 1l-year credit to customers who have been over-
charged. For Time Warner legacy customers, I understand it is 1
month.

And so my second question to you is: Now that you are in charge
of both, the Time Warner legacy customers as well as your tradi-
tional Charter customers, why wouldn’t you have the same policy?
Why would it be a month for one and a year for the other? Of
course, the policy I would like to see is going back and giving them
their full refund, which, again, is what other companies have man-
aged to do. You now have this ability, as I understand it, through
your new audit program to be able to understand what happened.
But if you could talk about that discrepancy and talk about what
the possibility would be of actually providing a real refund to make
everybody whole, and then also talk about, if you could, this notion
of notification?

Ms. MAYO. Sure. So I want to be very clear that producing an
accurate bill is our responsibility. It is not the customer’s responsi-
bility to find a mistake. It is our responsibility to produce an accu-
rate bill. And at Charter, as I said in my opening statement, even
though we had a 99.4 percent accuracy rate, which seems high, it
is not high enough. And we do believe that 100 percent accuracy
is the only acceptable solution.

So after this was discovered, we were able to put in place a daily
reconciliation process that we are running every single day and
looking at every single customer’s account and looking at the box
charges on the account and the number of boxes. And on any given
day if the box charges exceed the boxes, we will remove the excess
box charge. This will assure 100 percent accuracy in charging set-
top boxes. We are going to implement the exact same thing at Time
Warner Cable.

Now, as you know, we closed on Time Warner Cable just about
5 weeks ago, so I am still getting my arms around it. I am still try-
ing to understand the billing systems and how they work, because
we all operate our billing systems differently. But the programmers
are already working on the design of that reporting. It is a little
bit more complicated for Time Warner Cable because of the way
they package their services. Some of their packages include a free
set-top box, and so, in some instances it is not a billing error that
there is no charge there because it is embedded in the service price.



33

So we have already identified 11 exceptions that have to be con-
figured into this reporting. I am probably going to need about 60
days to get it in motion. But we will do that, and then we will have
100 percent accuracy not just with Charter and Time Warner Cable
but Bright House as well.

Relative to notification of customers, I agree with you, I think we
should notify customers. There is no question about that. And as
you had mentioned, Senator, we will be notifying our customers
and giving them a 12-month credit for any overcharges discovered
through our reconciliation.

Senator PORTMAN. You talked about 100 percent accuracy. Just
quickly, with regard to, again, your legacy customers coming in, my
understanding is Time Warner, with regard to its correction of bill-
ing errors, aims for 80 percent, has in the past, understanding they
are now part of your organization. Is that accurate?

Mr. KEeIB. I would like to address that. I do not think the aim
is 80 percent. I think that the aim is to try to get to 100 percent.
In the billing system that we have or we use in Ohio, the fix that
we put on that account does not necessarily correctly impact cus-
tomers that are in pending status. And what that would mean is
that they have ordered service, but they have not been installed
yet. So one of the reasons we have that breakage is that when we
apply that fix, it is not sticking on customers who have yet to be
formally installed.

So, again, in terms of process improvement, there is an oppor-
tunity to do that, but I do not think it is that we are aiming for
80. I think that is what we are getting based on the way our sys-
tem is set up in the last several months.

Senator PORTMAN. So you are only able to correct 80 percent
based on your system. We have also learned that Time Warner
Cable uses computer software that is known as Macro that rou-
tinely has failed. Is it true that in some months it has been so dif-
ficult to fix the error that Time Warner Cable simply does not cor-
rect any bills for that month?

Mr. KeiB. If we are talking about the equipment charge, what I
can say based on my familiarity with this is that if there was a
20-percent breakage that you referenced earlier that did not—
where the, quote-unquote, Macro did not take effect, that the next
time we run that report again, it would indeed capture that break-
age and try to fix it. That fix would happen the next month.

Senator PORTMAN. OK. From our investigation, we learned that
in May of this year, 2016, you did not make corrections for that
month because of the computer software issues. And you are saying
you will go back and later fix that in this month and succeeding
months?

Mr. KeIB. I want to be very clear that I am talking about the
process, and the following month, if it did not fix that, we will
rerun the same fix. And I would have to verify for you that the
very specific customers that you are referring to fall into that buck-
et to make sure I am being accurate.

Senator PORTMAN. OK. Again, my concern is what Charter is
going to do going forward and making sure these customers are
both notified and made whole. And I appreciate again that we have
made improvements, and based on today’s announcements that you
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have made in the context of this investigation, that you are going
to provide some credits. But I hope going forward that you will also
provide that information so the customers can understand what the
issue is and make them whole. Senator McCaskill.

Senator McCASkKILL. Thank you, Mr. Chairman. I am dis-
appointed that Senator Paul left because I want to welcome him to
oversight. I have spent hundreds of hours in this Committee room
doing oversight of government, of every part of government. I wel-
come him to the oversight of our military contracting acquisition
process. I have spent hours and hours and hours in many hearings,
not only on acquisition there and oversight there, but policy and
procedures throughout our government. So I am an oversight kid,
and I think if we are going to stop doing oversight because we are
unpopular, we might as well put a sign on the door that says,
“Gone Fishing,” because I cannot think of anything we would be
doing oversight on that is, not more popular than us. I mean, we
are the least popular right now. But that does not change our obli-
gation to address things our constituents care about. And I think
you guys know constituents really care about their TV, and they
care about how they are treated.

And so I am not about to apologize for caring about oversight in
this area because it is what I have heard from the people I rep-
resent. And I am all in on oversight of government, and believe me,
when somebody calls with a VA complaint or somebody calls with
a Social Security complaint or somebody calls with a cable TV com-
plaint, I am on it. And I am not going to apologize for it, and I hope
to see more of Senator Paul here. Frankly, at most of these hear-
ings, we do not have very many people sitting out there. It is pretty
dry stuff. It is in the weeds. And I welcome his attendance at many
of those hearings in the future.

I want to talk a little bit about the fees and taxes. I have a cou-
ple of Charter bills in front of me, one more recent than the other,
and I just want to make sure I put this in the record,! Ms. Mayo,
because one bill, the total for TV services, for Charter cable serv-
ices, is $158.98. And there is a sales tax of $1.25, and there is a
franchise fee of $8.69. And then there is an FCC administration fee
of 9 cents. So I have added those up, and that is $10.03 on a bill
of $158.98.

On another bill I am looking at, the bill was $54.99 for TV,
$39.98 for Internet, and the taxes, fees, and charges were $2.28.

But there is one item under taxes, fees, and charges that I want
to spend some time on now, and that is, the broadcast TV sur-
charge of $5. That is the biggest item under taxes, fees, and
charges.

Now, if T get this bill and I am somebody who is not really edu-
cated, I am going, “I cannot believe the government is charging me
$5 extra for broadcast TV surcharge, because it is right there with
taxes.”

And then fast forward, and just a few years ago, what was intro-
duced is now not only are we getting broadcast TV charges, but
now we are getting Regional Sport Network (RSN) charges.

1The bill referenced by Senator McCaskill appears in the Appendix on page 48.
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Now, what I want to make sure I understand here is that this
has been a decision, I believe by all of you—raise your hand if you
did not—that you would take—OK, DISH did not. You did not put
any RSN or broadcast surcharge fees in. OK. So DISH decided not
to do this, but the rest of you decided that you were going to take
something that was in the basic programming fee for buying your
service, and you were going to put it in another place on the bill
and call it something else.

I would ask you, can you tell me why all of you decided—isn’t
it true that all of these were previously in your video charges? Mr.
Karinshak.

Mr. KARINSHAK. Yes, Senator.

Senator MCCASKILL. And Mr. Keib.

Mr. KEIB. Yes.

Senator MCCASKILL. And Ms. Mayo.

Ms. MAYo. Yes.

Senator MCCASKILL. And Mr. Patel.

Mr. PATEL. Yes.

Senator MCCASKILL. So all of these were in your video charges.
And then I believe—I do not know, was it 2 years ago—you just
decided, “We will put those down there with the taxes and the sur-
charges.” And some of them started out for Regional Sports Net-
works, $1.39 a month, and now they are up to as high as $5 or $6
a month.

Did you inform your customers that you were taking something
out of what they were normally paying for in their video package
and giving it a special line item? And can somebody give me a good
excuse as to why that happened? And what is going to keep that
from being the future billing model?

Mr. PATEL. Yes, Senator, I would like to explain our decision
process. We are a nationally priced product, and so because we
have a national service, broadcast channels are available nation-
ally, and we include those in our package.

Regional pricing, regional sports, however, vary significantly
market to market. Essentially what has been happening is, in the
particular market, a content company may decide to buy the con-
tent rights for a sporting team. And I will use L.A. and the Dodgers
as an example, and they will pay an outrageous amount for those
rights, create a new channel, and effectively try to force-carry that
channel in a market.

And so for us, the choice on Regional Sports resulted from being
in a market like New York where you have lots of teams and con-
sumers in New York get access to all of those regional channels,
versus in a market like St. Louis where the costs are one-third to
one-fourth of what the New York costs are. What we did not want
to do was to essentially pass on all of the costs to all consumers.
To us, carving out RSNs was a way to essentially put the costs
where the content was available and where the customers were
benefiting. And as we did that, in a third of the country, we do not
charge RSNs because the rates for RSNs have not—these deals
have not been struck—and they have not escalated. So that is in-
cluded in our base packaging. But in markets where rates are four
times what they were a few years ago and there are significant
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charges, we did not want to levy those on customers who do not
benefit from the programming.

To put the fee in context, in all of our markets, the RSN fee is
less than 50 percent of our underlying cost for RSN in that market.
And so that was our decision process because we are nationally
priced product. We did not do that for broadcast fees because
broadcast channels are available nationally.

Senator McCASKILL. Don’t they belong up above, though? Don’t
they belong with your part of the bill? Aren’t they, in fact, pro-
gramming costs? They are not taxes. They are not something that
you—I mean, this is something that is part—I mean, why are they
being put in this category to give the consumer the impression that
this is something the government is doing to them?

Mr. PATEL. Yes, I think in our bill it was in other charges, but
{,)ha‘lc{ is a fair observation, and maybe that is something we will go

ack——

Senator MCCASKILL. Why did the rest of you put this down with
taxes as opposed to putting it up with your programming costs?

Ms. MAvo. Senator, we did put the broadcast surcharge in the
charges and fees section. We do not charge an RSN at Charter.
And we did that not to try to make it look like it was a govern-
ment-issued fee or charge, but it is nondiscretionary. If we put it
in the video section, the concern was the customer would then be
Cﬁlling and saying, “I do not want that. I would rather not have
that.”

Senator McCASKILL. Well, HBO is in that section, and they do
not have to have that.

Ms. Mayo. No, they could remove the HBO product but not the
broadcast basic product.

Senator MCCASKILL. Then maybe you should create a whole cat-
egory, nondiscretionary extra programming, and maybe then people
would begin getting angry about the amount of money that is being
thrown around in sports right now that is causing these prices to
go so high, which is the subject of hopefully another look at what
you all are going through in terms of shifting sands in terms of
your programming costs. I get that is another component of this.

What about for Comcast? Why does that fee go down in a section
that makes customers think it is a tax?

Mr. KARINSHAK. Senator, we agree with you around the impor-
tance of the disclosure. We did notice our customers, and we do not
include it in the area with taxes or any government-mandated fees
or surcharges.

Senator MCCASKILL. That is terrific. I will just have one other
question, and then I have a bunch for the record.

I know that you all in the past, Mr. Karinshak, have reviewed
complaint data to determine the percentage of customers who stat-
ed that a Comcast representative quoted them the wrong price. In
some cases this was as high as 30 percent for certain complaint
types. Did you take on an analysis to determine whether the cus-
tomer was right in connection with that?

Mr. KARINSHAK. Senator, we do look at our complaints data, and
we still have the opportunity to improve our disclosures for some
of the things I had referenced before around implementing the
order summary at the end of every point-of-sale interaction, for
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being able to go through and send the email, as well as on the
video bill, and reinforcing the 30-day money-back guarantee. That
was one input that we looked at in ultimately making those
changes.

Senator MCCASKILL. No one has had a chance to address this.
Does anybody want to address, before I close—and I will have a
bunch of questions for the record.

Does anybody want to address the practice of charging someone
to remove an optional product from your bill? Mr. Patel.

Mr. PATEL. I can answer that.

Senator McCCASKILL. That would be a good one for you to take.

Mr. PATEL. We do not charge for removal of any services other
than warranty service, and the reason that that is in place is es-
sentially to prevent gaming. A lot of times when a consumer re-
quires free services or a free upgrade, which is a part of our protec-
tion plan program, they can get an equipment upgrade every 2
years. What we were trying to prevent is a consumer getting that
benefit and then the very next month removing the service. And so
that is the only service through which—

Senator McCASKILL. And that was a problem? Somebody would
get an equipment upgrade and then the next month quit?

Mr. PATEL. Yes, you know, so one of the—I mean——

Senator MCCASKILL. That makes no sense.

Mr. PATEL. Well, no. What we——

Senator MCCASKILL. Why would you go through the trouble of
dealing with you guys to get an equipment upgrade, get somebody
out there to change your box or whatever, and then quit the next
month. That is not logical.

Mr. PATEL. No. The point is the equipment upgrades. As you
transition from standard service to HD or now HD to ultra-HD,
customers normally would have to pay for that equipment upgrade.
And one of the benefits of the protection plan is that in up to four
rooms within your home you are able to get that equipment up-
grade free every 2 years. The thing that we were trying to solve
is the very one that you mentioned, which is, before, if an existing
customer wanted to upgrade, they had to call their provider, hag-
gle, maybe threaten to leave, and maybe then they would get that
upgrade as a complimentary service. So we made this a part of our
protection plan program where every 2 years you can refresh your
experience in up to four rooms——

Senator MCCASKILL. I am just telling you, I——

Mr. PATEL. And, you know, it just

Senator MCCASKILL. I am not aware of that, and you are one of
my providers, and I have never heard that I get free upgrades
every 2 years. And I did not get any of that information when I
tried to change that. So I think there is a disconnect between what
you believe is going on in the field and what is actually going on
in the field.

Anybody else want to give me a reason why you charge someone
to quit paying you something?

Ms. MAayo. Senator, if I can, we do not charge any kind of
change-of-service fee for upgrades or downgrades at Charter. And
we do not charge any kind of early termination fee. So we know
that we have to win our customers’ business every single day be-
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cause they could walk out the door any day. Those are fees that
we are not enamored with and we do not use.

Senator MCCASKILL. Anybody else want to talk about—I think
DISH charges to get rid of the protection also. You guys charge.

Ms. SCHNEIDER. It is true. We have a $3 removal fee, and it is
a very similar situation to the one that Rasesh just described
where if the customer—so what we normally charge somebody for
a truck roll is $95. If a customer is on the protection plan, they pay
a greatly reduced rate for that. So they will pay $10. The protection
plan is unique for us because you can add it the day that you need
it, right? So if you call us and you have an issue and you require
a truck roll, you can add the protection plan. It is $8. And what
we ask folks to do is keep it for 6 months.

Senator MCCASKILL. I see. That makes sense. I just wanted to
say for the record that your regulatory—your RSN fees are put in
other charges and credits, which include other charges like regu-
latory recovery fees. So I am not sure it is really clear that that
is something you guys are charging for that.

“Inside the Box,” I recommend it. It is on the website,
McCaskill.Senate.gov. I recommend the Subcommittee joint report
to anybody who buys pay-TV. You will learn a lot. And I want to
thank all of you for cooperating in the investigation. I really want
to thank the Chairman for his patience with me. He is very patient
with me. We are good cop/bad cop, and he is definitely the good
cop. [Laughter.]

Senator PORTMAN. Well, again, it has been very productive over
the last year during this investigation, and I think we have seen
here today, one, some practices that you have specifically under-
taken which are going to help improve the customer experience and
customer service. I do not think it goes far enough, as we talked
about, in terms of providing actual refunds to customers who have
been overbilled. I understand some have been underbilled, some
have been overbilled, but that does not help the family that has
been overbilled, and it is not fair.

With regard to your testimony generally, though, it sounds like
there are also some other customer service policy changes you all
are considering based on this hearing and our investigation, and
that is appreciated.

On the RSN fee, I would just say this is, again, for people who
are not familiar with, it is the Regional Sports Network fee that
you are charging. You choose to put it on the bill separately. You
could put Cable News Network (CNN) on the bill separately if you
wanted to. But my concern about it is that it does appear in some
bills with some of the companies in a place where it looks like it
is a government fee, and I would again hold up this bill from Ohio,
which is, the bill that I get, my wife, Jane, and I get, and it says,
“taxes, fees, and surcharges,” and it has franchise fees, State sales
taxes, FCC regulatory fee, FCC regulatory fee voice, Universal
Service Fund, regulatory recovery fee, Ohio TRS recovery fee, and
then it has broadcast TV and sports programming, which is where
the RSN is. And I do not think that is the right place for it because
then people view that that that is a mandatory government fee like
the other ones.
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So I would ask you, Ms. Mayo, are you aware of that? And with
regard to your legacy Time Warner customers, I understand you do
not charge it separately, but with regard to your new customers
you are now taking on, do you plan to keep this in the category of
fees and other government charges or to have this in a more, I
think, honest display where it is either by itself or with other fees?

Ms. MAYO. So I am aware of it now, and, yes, our intention is
to overlay Charter’s business practices with Time Warner Cable,
and we do not charge an RSN fee, so hopefully that will be some-
thing that will be removed entirely from the bill.

Senator PORTMAN. Well, again, I appreciate the fact that we have
been able to talk about some of these very specific issues that I
hear from my constituents about and you hear from your customers
about, and I appreciate the fact that everybody has been very can-
did today in talking about this.

Let me also mention, because Senator McCaskill mentioned it,
that with regard to the oversight responsibilities here, to the ear-
lier comments made, this Subcommittee has done significant over-
sight of exactly what Senator Paul was talking about—in other
words, looking at government, looking at our economy, which is,
disappointingly weak, looking at government spending. Specifically,
we have had a series of investigations and hearings on issues like
tax reform, which goes directly to economic growth. We have had
hearings on the Affordable Care Act (ACA) and a lot of the waste
and taxpayer loss specifically that relates to the co-ops, and we
have done some great work on that.

We have also, though, looked into other issues like labor traf-
ficking and the Health and Human Services (HHS) and how they
allowed kids to get into the hands of traffickers, certainly govern-
ment oversight there.

Next month, we will be combating—looking at ways to combat Is-
lamic State of Iraq and Syria (ISIS) propaganda and, again, looking
at our government response to that. For those of you following
what we do, that will be something we will be looking at next
week, certainly a topical issue and one that everybody is very con-
cerned about: How do you stop this ISIS propaganda from taking
more and more of our impressionable young people who feel alien-
ated and radicalizing them.

Then we are also going to look at this opioid abuse issue, which
is at epidemic levels. This is the heroin and prescription drug epi-
demic around the country and some specific issues that we think
this Subcommittee can provide some additional insights on. So we
have done tough, significant, important oversight, and we will con-
tinue to.

Again, I appreciate the witnesses coming here today and the fact
that this process, not just the hearing today but the investigation,
has improved some of your individual practices as it relates to the
people that we represent.

I want to thank Senator McCaskill again for her work on this
issue over the years. This is not, as you can tell, her first time deal-
ing with this issue. I am not on the Commerce Committee, but she
has done a lot of work on this issue and focusing on consumers
there. And as we move forward, again, we are going to continue to
look at the industry and look at this issue of consumer choice and
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competition. I do think ultimately that is the answer, is to give peo-
ple a range of choices. We have talked today about there is com-
petition, but there are also some concerns about having more com-
petition.

I think innovation is going to be allowed to flourish and new
products are going to come to market, and consumers are going to
be better off when there is competition. So we will be looking at
some of those barriers to that. And we will also be looking at other
issues that might have come up today.

I will have some additional questions for the record.

I appreciate the prompt responses you have given us to previous
questions. And specifically to the companies who are here today, I
thank you for your willingness to cooperate with us in this inves-
tigation and, again, what I think has been a positive hearing to
ha(live an honest airing of some of the concerns on the consumer
side.

The hearing record will remain open for 15 days for any addi-
tional comments or questions by any of the Subcommittee mem-
bers, and with that, this hearing is adjourned.

[Whereupon, at 12:03 p.m., the Subcommittee was adjourned.]
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This hearing will come to order.

We are here today to discuss a subject that affects, and occasionally frustrates, families
atl over America: your cable or satellite TV service. For more than a year now, Senator
McCaskill and I have undertaken an investigation of the cable and satellite television industry.
As many of you know, Senator McCaskill has been interested in this issue for many years, from
her role on the Commerce Committee. We both have a keen interest in making sure cable and
satellite companies do right by their subscribers.

The Subcommittee reviewed thousands of documents, and interviewed countless
witnesses, to learn more about the consumer practices of five of the largest pay-TV providers:
Comcast, Charter, Time Warner Cable, Dish Network, and DirecTV. Together, these companies
serve more than half of all American households, and nearly three-fourths of those that pay for
television programming.

Today’s hearing will focus on those companies’ billing and customer-service practices.
Our joint report outlines troubling findings about the practices of two cable companies that have
consistently failed to provide refunds to customers who they know they have overcharged,
including thousands of people in my home state of Ohio. I'll describe those findings in just a
minute. The second is a report issued by Senator McCaskill on a number of issues of interest to
consumers: how pay-TV companies disclose their prices; what those fees are for; and how they
teach their employees to interact with and retain customers.

And without objection, those reports are ordered to be made part of the record.

During the course of the Subcommittee’s investigation, we discovered something about
refunds | found hard to believe. As everyone with a cable or satellite subscription knows, when
your bill arrives every month, it often has a long list of charges on it: A base charge for your TV
package; maybe $10 extra per month for HBO; and equipment fees and surcharges for the set-top
boxes you rent.

Given how many millions of people get television service from these companies, it’s
inevitable that from time to time a customer will wind up being charged for something by
mistake. The same thing happens sometimes in the grocery store check-out aisle. Mistakes
happen~—we all understand that. What matters in life is how you own up to your mistakes and
make things right. What we discovered is that some cable and satellite companies are better at
that than others.

All of the companies before us have ways of identifying overcharges to customers or
preventing them from happening in the first place. But what happens when they find out they’ve

1
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been overcharging someone for equipment they don’t actually have? The first thing to do, of
course, is take it off the customer’s bill going forward. All the companies before us know to do
that. But not all of them bother to go back and figure out when the overcharge started, calculate
how much they owe the consumer, and give them a refund.

During the time period examined by the Subcommittee, Time Warner Cable and Charter
Communications—who have just recently merged with each other—made no effort to trace
equipment overcharges they identified and provide refunds to customers. Instead, their practice
has been to just pocket the past overcharges.

To understand the scale of the problem, we asked Time Warner Cable for specific
numbers about overcharges in our home states. Here’s what we found: During just the first five
months of 2016, Time Warner Cable overbilled up to 11,000 customers in Ohio—and those
overcharges totaled $108,000. Time Warner Cable further estimates that, throughout last year
alone, it overbilled 40,000 Ohio customers with overcharges of more than $430,000. And rather
than correct the mistake by refunding the overcharges, the company just kept money. In my
view, that is a rip-off of Ohio consumers, and I'll be asking the company today how they are
going to fix it.

Specifically, when Time Warner Cable discovered the overcharges, it only dealt with the
problem prospectively. It took erroneous charges off customers’ bills going forward, but did not
provide any backward-looking refunds and did not even provide notice to customers so they
could investigate the problem themselves. They just kept the money. Based on data provided to
the Subeommittee, Time Warner Cable will overbill its customers nationwide an estimated $2
million for equipment charges in 2016, and, even after discovering those billing errors, will fail
to do the work required to offer a full refund.

Time Warner Cable has recently been acquired by Charter Communications. So I'm
hopeful that the new company will work quickly to fix this problem.

But Charter has had problems of its own. Until August 2015, the company did not run
any systematic audits to reconcile its billing records with cquipment records. That means that
overcharged eustomers could not even reeeive a prospective correction of their bifl unless they
spotted the problem themselves and contacted Charter. Just recently, Charter began taking steps
to identify equipment overcharges currently on its system. But even though it has identified
overcharges, removed erroncous charges from future bills since August 20135, until today,
Charter has not provided any refunds or notice of the problem to consumers—ijust like Time
Warner Cable.

It does not have to be this way. Our investigation revealed that Comcast, DirecTV, and
Dish have had much better practices. Comcast and DirecTV provide automatic refunds or
credits to customers who have been overcharged by their billing systems, while Dish’s billing
system is designed to prevent these types of overcharges from occurring in the first place, So
feasibility is just not a good excuse for failing to refund customers when you’ve overcharged
them.

(]
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We do have some good news to report today. As a result of our investigation, Charter
and Time Warner Cable have taken steps to improve their practices. Time Warner performs a
monthly audit to find overcharges. Going forward, the company will provide an automatic one-
month credit to all customers for each piece of overbilled equipment or service, and it will
provide notice to overbilled customers so they can determine whether to request a credit or
refund. That is a good start but it does not make customers whole. Time Warner Cable has not
yet committed to do anything for the 40,000 Ohio customers, for example, who were
overcharged last year. And we will get into that discussion today. Charter has announced that
starting today it will provide a one year credit to all affected consumers. This goes further to
make customers whole but what would be better is to simply ensurc that customers receive the
full refunds they are do.

Senator McCaskill’s report shows that Americans are often unhappy with their cable and
satellite service. Questionable customer service techniques and confusion surrounding billing
practices have led consumers to feel mistreated. 1 support her effort to get to the bottom of those
issues, and [ believe that the best solution to the problem of poor customer service is more
compctition in the pay-TV industry. Regulations have their place, but what’s really needed is for
consumers to have a more options—more competition in the market. If you do not like your
television service provider, you should be able to choose a different provider that suits your
needs and preferences, and Senator McCaskill and 1 are both interested in continuing to examine
how this industry can be improved to create more choice for consumers.

[ want to thank Sen. McCaskill for her hard work. She has always been a stalwart friend
of consumers. She and her staff have work with us in a professional and productive manner to
make today possible.
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Customer Service and Billing Practices in the Cable and Satellite Television Industry
June 23,2016

Senator Claire McCaskill

Opening Statement

Thank you, Chairman Portman. [ am glad we were able to work together on this
investigation and the joint report.  With your consent, I’d also like to enter the Minority Staff

report into the hearing record.

This morning, for the first time, representatives of our nation’s largest cable and satellite
companies are testifying together before the U.S. Congress about their customer service and
billing practices. They are here because this Subcommittee has broad jurisdiction to investigate
issues which affect the American people. And few other industries touch as many Americans as

the companies that provide them with television.

The five companies here today provide video services to more than half of all American
houscholds. They enable more than 71 million subscribers and their families to receive news,
entertainment, and other programming. And while we may love watching our shows, we don’t
love our cable and satellite bills ~and we hate dealing with the cable and satellitc companies.
Although the companies have made some gains in the last year, paid TV providers remain among
the most disliked industries in America. This year, a survey of consumers found that more than
20% of the people who had interacted with TV providers reported having a bad experience

during the previous six months, the highest level of any industry.

Over two years ago, I called my service provider about a $10 charge on my bill. [ learned

that I was paying a fee that the company was no longer charging its newer customers and that the

I
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company would immediately remove the charge on my bill. 1 also learned that the only way that
I could have known about this and gotten the fee removed was to do exactly what [ did and call
the company. Had it been up to the company, [ would have been paying that fee forever. This

experience prompted my interest in how these companies treat their customers.

Just this week 1 called my other service provider to ask to remove the $7.99 fee that I'm
paying for a protection plan. The agent [ spoke with insisted that it would cost me $10 to remove
the fee from my bill. I asked repeatedly about why I needed to pay a fee to stop paying a fee.
Finally, | threatened to quit and the agent transferred me to a retention agent who told me that,
no, I didn’t need to pay a $10 fee because I had had the plan for more than a year. Had I stayed

on the phone with the first agent, I would have been stuck paying that fee.

[ tell you these stories because 1 have had personal experience with the kinds of problems

we uncovered in our investigation.

We found that customers are being charged a host of fees that are not included in
advertised pricing, some of which are for programming that used to be included in a customer’s
video package. We also found that, just as many customers have long believed, some of these
fees, like the HD and DVR service fees, aren’t a true reflection of the cost to the company of the
service, but rather are based on the revenue goals of the company, and the price a customer is
willing to stomach. In fact, some of these fees are charged to old customers while new
customers get the same services free of eharge. Existing customers may not be informed of this,
and when they finally do find out they have to call and complain in order to get the fee taken off

their bill.
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We found that the customers who called for help on their accounts face agents whose job
it is not just to solve the customer’s problems, but to sell them additional services. At one cable
company, even when the customer called in to ask about why their bill was going up, the
company told them QUOTE “[t]he price adjustment brings with it an opportunity to upsell

customers.” And these agents are compensated, in part, based on their ability to sell you more.

Then, if customers decide that they want to cancel their service, they have to jump
through more hoops. Although all the companies here today allow people to sign up for service
or upgrade their service online, none of them provide customers an option to cancel service
online without speaking with company representatives. And if they call, they have to speak to
retention agents, like the one [ spoke to this week, who are trained to prevent the customers from
canceling. Even when customers say they don’t want to have this discussion, the agents are
expected to ask questions about why the customer is canceling. If the customer objects to the so-
called “solution™ offered by the retention agent, then the companies tell their agents, QUOTE
“[c]ustomer objections are really just opportunitics to further educate them.” And QUOTE

“objections are not the end of the conversation.”

Customers trying to save money by lowering their level of service are often routed to
these same agents, and should be prepared to negotiate aggressively. We found evidence that
these companies train their agents to question customers’ decision to drop channels, and make

offers in a “top-down” fashion, so that customers must push repeatedly to get the best deal.

Finally, we found that two of the companies have failed to provide their customers with
notice that they have been overcharged or refunds of past overcharges. Time Warner Cable

estimates that, in 2015, it overbilled 4,232 Missouri customers a total of $44,152, and Charter
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estimates that it has annually overcharged approximately 5,897 Missouri customers a total of

$494,000 each year.

One thing customers want to know is WHY cable companies’ customer service is so bad.
The short answer, of course, is that for too long there hasn’t been any real competition. In its
latest competition report, the FCC estimated that about 61% of U.S. homes only have the choice
of one cable company or the satellites if they want to watch television. We plan to continue our
investigation of competition issues in the pay-TV market, and I look forward to reporting our

findings in the coming months.

1 want to acknowledge the cooperation we received from all of the companies represented
before us today, as well as acknowledge that they have all made commitments to improve their

customer service. Unfortunately, our investigation suggests that there is a fong way to go.

[ thank the witnesses for their testimony.
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HEARING BEFORE THE SENATE PERMANENT
SUBCOMMITTEE ON INVESTIGATIONS

June 23, 2016

Testimony of Tom Karinshak
Senior Vice President of Customer Service, Comcast Cable

Chairman Portman, Ranking Member McCaskill, and Members of the Subcommittee,
thank you for the opportunity to be here today. My name is Tom Karinshak. Since November of
2010, I have served as the Senior Vice President, Customer Service, at Comcast Cable. Among
other things, I oversee our call center operations, including our phone, chat, and social media
representatives. In a nutshell, my leadership team’s job is to give our frontline employees the
tools and training to be responsive to the questions and needs of our customers and potential
customers who eall and email us every day.

Comecast welcomes the Subcommittee’s interest in customer service and billing practiees
in the pay TV industry. 1 look forward to providing an overview below, and also want to thank
your staff for the courtesies extended to us throughout their review. Thad the opportunity to
meet with them late last year at which timne they provided us with a greater understanding of your
concerns, some of which we’ve already taken direct actions to address.

At Comcast, we understand why we arc here. We and the industry as a whole have not
always made customer service the high priority it should have been. We regret that history and
have committed to our eustomers that we will lead the way with initiatives to change it; we are
committed to making every part of our customers’ experience better, and we have already begun
to do so. In short, we are committed to making eustomer service the best produet that Comeast
offers to its customers. We believe that we are fortunate to be invited into people’s homes to
entertain and educate them, to connect them to their friends and family, to help them with their
homework, and to allow them to unwind after a fong day at work. None of that is possible when
you can’t get a question about your account or service answered quickly; or when it takes
multiple calls to get help fixing a bill or a service problem; or when you have to miss work
waiting for a technician who doesn’t eome during his or her scheduled appointment window.

There are lots of historical reasons that provide an explanation for why these issues
existed. They range from the evolution of the industry as it has grown from a series of locally
franchised cable systems with different billing and customer-facing systems, to the complexity of
the products being offered, to a complicated web of regulation at every level of government.

But we are not here to make excuses. Improving customer service is imperative not only
because it’s the right thing to do and our customers deserve it. It’s also imperative because the
competitive marketplace in our industry will make any other outcome untenable.

While we still have much to do, I want to assure you we are working to make our
customer service work for you and all of our customers. Our goal is simple. We want every
customer to have an exceptional experience with us—from the moment they order a new service,

1
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to installation, to the way we communicate with them and bill for services, to how we respond to
issues. To that end, we’ve begun a wholesale effort aimed at transforming our customer
experience.

The foundation of that effort is what I like to call the Comcast Customer “Bill of Rights.”
These are the core principles that are guiding our customer service revamp. I’d like to lay those
principles out for you:

= Investing in Training and Technology for all Employees.

¢ Giving All Customers Access to Products and Services that Work Best For Them.
¢ Ensuring a Fair Price for All of Our Customers.

¢ Being on Time and Minimizing Wait Time, Al the Time.

* Giving Customers Control over Their Comcast Experience by Enabling Self Service
Whenever Possible.

¢ Keeping Bills Simple and Transparent.

¢ Reassessing Policies and Fees That Frustrate Customers.

e Crediting Customers Proactively for Outages and Billing Errors.
e Allowing Customers to End Their Service Without a Hassle,

e Measuring Our Employees on Customer Satisfaction.

These are not empty promises. Comcast is spending an incremental $553 million' this
year alone on improving the customer experience. Included in these expenditures are the
creation of 5,500 new customer service jobs over three years all here in the United States, 2,000
of which are located at our new or soon to open centers in Albuquerque, New Mexico, Spokane,
Washington, and in Tucson, Arizona. Having served on active duty in the U.S. Army for six
years, I'm also particularly proud of our efforts to increase the hiring of military veterans and
their families, both for these new positions and many others. We’ve committed to hiring 10,000
reservists, veterans, and their spouses or domestic partners between 2015 and 2017 and are on
track to meet or beat that goal.

We are also committed to ensuring that when our customers speak to Comeast
representatives, they are speaking to representatives that have received comprehensive and
consistent training. As we’ve told the Subcommittee staff, training and feedback for our
customer service and retention representatives are constant. As an example, we recently

' This number includes more than $300 million in spending on operating expenses and add itional spending on
associated capital expenditures related to improving the customer experience.
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completed peer-led training sessions with nearly 80,000 employees about the customer
experience and how each and every employee plays a role in our transformation efforts. We've
also overhauled our training by rolling out the Net Promoter System (NPS), which is the gold
standard in consumer-facing industries. NPS is based on one simple question: how likely is a
customer to recommend Comcast services? Our call center personnel get real-time feedback
from the system and managers are able to quickly learn about potential issues. So far, we've
seen quick and meaningtul improvements in customer satisfaction where NPS is being used, and
we are continuing its roll out in alt of our footprint. In Portland, Oregon, we've seen customer
satisfaction improve by 21 points and employee satisfaction improve by 40 points, since the NPS
program’s inception.

I will address many of our initiatives in additional depth during the remainder of my
remarks. For now, let me note that while there is still a long way to go, we are seeing real
improvement. Our customer service satisfaction numbers are up 11.5 percent since 2014 and our
customer dissatisfaction numbers are down 20% in the same time period. We have cxperienced
a 35% reduction in customer calls to agents since the end of 2013, and that reduction was driven
by a 27% reduction in the number of customers who need to call us back. Our on-time arrival
rate for technician appointments—using only a two-hour appointment window—reached an all-
time high of 98.9% in Q1 2016.

L Retention/Sales Issues

We believe that we offer our customers the best products and the best value in the
industry. In the vast majority of cases, when a customer calls and says that she wants to cancel
her service, she is calling because she has encountered a particutar issue with her service that we
haven’t yet resolved. Our retention representatives are trained to help resolve those concerns.
And because we do that more often than not, more than 80% of all customers who speak to one
of our retention specialists do not disconnect their scrvice.

Our retention specialists receive extensive training—six weeks—before they even start
on the job. They receive regular “refresher” trainings throughout the year, including through
onc-on-one coaching sessions, and monthly and annual evaluations by their supervisors.

While we want to preserve all of our customer relationships if possible, our specialists are
trained to process customer requests to disconnect and downgrade their service as quickly as
possible when this is the customer’s wish.

We’ve heard and appreciate the Subcommittee’s concerns about this topic. In response to
those concerns, we’ve provided additional guidance to our retention representatives about the
disconnect process for our customers and continue to work on ways to further streamline
disconnect requests. For example, we're piloting a program to make it easier to cancel service
online. As part of the pilot, customers can now log on, enter a request, and cancel their service.
We follow up by phone within two days just to verify the request, which we have to do for
privacy and identity protection reasons (e.g., to verify the identity and credentials of the
individual who canceled the account), and we will even make arrangements for them so all they
have to do is drop any equipment they have at a local UPS store and have it sent back to us at no
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charge. We are continuing to explore other ways to make this process even simpler for our
customers.

In all cases, our goal is to ensure that our customers—even those who are leaving—have
a positive experience. We think that’s why over 35% of customers who leave Comcast return
within 12 months.

We have also heard the Subcommittee’s concerns about customers who threaten to quit
getting better deals. Comcast believes our standard rates provide customers with a fair price, and
as a result we do not have “special offers” or discounts for customers who threaten to disconnect
their service.” OQur retention specialists work with customers to find the best package for the
customers’ needs. Sometimes, that is a package with fewer services or channels that costs less.
Other times, it’s a bundle that includes an additional product or service. In all events, our
retention specialists ask questions to try and learn about how a customer wants to usc our
services so that they ean be matched with the best possible set of products and services.

1L Billing/Fees

We are also working to simplify billing and provide greater consistency and transparency
to our customers. We offer our customers up to four “core” products (video, Internet, phone, and
home security), and there are dozens of permutations within each product, ranging from whether
you order a pay-per-view movie that month, to the speed of your Internet, to your video
programming package. In addition, there are multiple fees and surcharges that we assess and
collect on behaif of [ocal, state, and the federal government that appear on the bill. Add on the
fact that our products are already some of the most complex products in the home, and it’s
understandable why there has been confusion. To be sure, our bills were not always as clear as
they should have been. That's why we've worked to streamline bills, remove unnecessary
charges and items, and reformat our bills so that the bottom line is clear to our customers.

Customer confusion over billing results in significant costs to us. It dramatically
increases the number of customer calls that we receive, and our own data shows that it’s a major
source of dissatisfaction among our customers. And we are very aware that customers who have
billing issues with their providers can and do change their providers.

That’s why we’ve undertaken a number of initiatives to make our customers® bills as
accessible and as easy to understand as possible.

e Where customers have shared with us their email addresses, we send them email
summaries of their order and their resulting bill as soon as they order service or make a
change to their existing service.

* We send all new customers and customers on a new rate plan a “video bill,” a short,
personalized video that explains everything customers need to know about their bill,

? Indeed, a recent article in Consumerist noted that customers who have “tried 1o negotiate better TV or triple-play
rates with Comcast {say that] the calls are ending [] with rates unchanged.” See Kate Cox, The 3 Big Things We've
Learned About Your Cable Bill, CONSUMERIST (May 17, 2016), availahle at

https://consumerist.com/2016/05/1 7/the-3-hig-things-weve-learned-about-your-cable-bill/,
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including information about all fees and regulatory charges, including their first month’s
price, monthly price, the meaning of various recurring fees and charges, proration and
non-recurring charges, and information about how to auto-pay.

e Qur popular “My Account” app cnables customers to easily access their account
information, see any new charges or credits, pay their bill, reccive updates on their rate
plan and even troubleshoot technology issues. We also give customers the opportunity to
view and pay their biils through their X1 set-top box and are working to give customers
even more choices. You can even schedule an appointment for a Comcast representative
to call you at a time that is convenient for you, rather than waiting on hold. Over 4
million customers are already using the app, and more than 9 million are using our sclf-
service options.

¢ When a customer logs in to our website, we prominently and clearly highlight the total
amount that they owe on their next payment, without having to click to a special page.

We have also dedicated ourselves to training our customer service representatives to
summarize every customer’s order, including all fees and charges. And to ensure that this
training is followed, it’s an important component of all customer-facing representatives’ monthly
and annual evaluations.

We also offer all customers a 30-day money back guarantee. Comcast honors this
guarantee for any customer who wishes to cancel any new product or service. This policy helps
to ensure that no customer is locked into services or equipment if he or she is not completely
satisfied with the service or the rates and fees charged.

We do offer time-limited promotional rates in certain circumstances. These prices are a
by-product of the highly competitive marketplace for all of our services. We are competing to
win business away from our competitors, and they are certainly competing to take business away
from us. Those promotions benefit consumers by providing them with lower prices and the
opportunity to cxperience a different product line during the promotional period.

We’ve worked to simplify and limit the number of promotional rates that we offer in a
particular market. Our customer service and retention representatives are trained to identify for
customers the duration of their promotional rate. At the time they sign up for a promotion,
customers who provide us with an email address receive a summary of their bil that includes
notice of the end-point of their promotional rate. Our written advertising materials also clearly
state the current post-promotional rate so that the customer knows what their rate would be if
they retain the same level of service.

III.  Fees and Surcharges
Depending on the services a customer receives, there can be a large number of taxes, fees
and surcharges on a customer’s monthly bill. This stems mainly from offering products that are

heavily regulated at the local, state, and federal levels, including dozens of assessments that we
collect from our customers for governments. Comcast does not mark up or profit on these fees.
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In recent years, a number of pay TV providers, including Comcast, have begun breaking
out and separately billing standalone charges to reflect the increased costs associated with the
carriage of certain sports networks and the retransmission of broadcast stations’ signals. Those
particular costs, along with the costs of programming generally, have been skyrocketing in recent
years. From 2011 to the present, program costs have increased each year between 6 and 8.5%.
We decided to separately bill those increased costs—as opposed to simply raising our sticker
price—so that our customers would have complete transparency into why their bills were
increasing. Indeed, these costs are increasing so rapidly that the amounts that we are now
charging do not cover either the programming fees we pay to regional sports networks or the
retransmission consent fees we pay to broadcasters. As the same Consumerist article that [
referenced earlier states, Comcast was the pay-tv provider that struck the best balance between
transparency and clarity.

Because of our long history of being subjected to FCC-mandated rate regulation, we base
fees for equipment like remote controls and services like installation assoeiated with its basic
cable service on the actual cost of providing the equipment or service. Under this historical
regulatory framework, these rates are established using a formula that includes the actual cost of
the equipment or service to Comecast plus a specified margin for expected service
calls. Specifically, we established an *“equipment basket™ that includes “direct and indirect
material and labor costs of providing, leasing, installing, repairing, and servicing customer
equipment.” See 47 C.F.R. § 76.923. Permitted charges for equipment are then calculated based
on the equipment basket costs. These calculations are documented in Form 1205, which is filed
annually with the FCC. Comcast recovers through associated fecs less than 100% of its costs in
supplying this equipment and providing these services.

Other fees and charges relate to optional add-on serviees like our DVR service or for
enabling HD technology. By charging for these services on a standalone basis, we allow
customers who do not need or want them to bypass the associated charges, which they would
otherwise bear in part if the costs were simply bundled into our standard rates. And our new
“Partner Program” enables customers to access our programming through third-party set-top
devices and smart TVs, avoiding the need to rent a set-top box from us. We’ve already entered
into an agreement with Roku that will allow our customers to access their cable TV service viaa
Roku streaming player or directly on a Roku TV,

We’ve also recently stopped charging for fees, to further simplify our customers’ bills.
For example, we no longer charge change of service fees.

1v. Recent Initiatives

As ] referenced at the beginning of my remarks, we are in the midst of transforming our
customer experience. In 2015, we announced a new, muiti-year plan to reinvent the customer
experience and to create a culture where all employees are focused on exceeding our customers’
expectations, at all levels of the company. That plan was informed by our review of customer
service data, including our assessment of surveys and customer complaints. We also received
input from our customer service representatives about what worked and what didn’t, and the
tools that they needed to better address our customers’ needs.

6



55

The core elements of the plan include:

e Creating more than 5,500 U.S.-based customer service jobs over the next three
years;

» A goal to be on time for customer appointments all the time or we automatically
credit a customer;

» Major investments in technology and training to give employees the tools they
need to deliver excellent service;

o The renovation and opening of hundreds of retail stores across the country;

e The development of new customer-facing technologies that will enable customers
to interact with us how and when they wish.

For example, we are currently rolling out a new, cloud-based platform that gives
employees a better, holistic view of the customer’s account history so they have everything they
need at their fingertips to help customers faster and you won’t need to start over each time you
talk to a different agent. We’re also enabling self-service whenever possible to give customers
the same tools our agents have.

We are also redesigning all of our retail stores and opening many more, adding staff and
introducing new capabilities like intelligent queucing that allows customers to reserve a place in
line from their mobile phone, to cut wait times.

We have rolled out an initiative to credit customers $20 automatically if a technician does
not arrive on time for an appointment for any reason. In addition, we’ve hired hundreds of
additional technicians and brought our dispatch operations in-house in order to reach the goal of
always being on time for customer appointments. And our tech tracker tool allows customers
with scheduled appointments to receive alerts when one of our technicians is about 30 minutes
away from arriving at the customer’s house, and to track this technician’s progress on a map.
This prevents our customers from needing to just sit at home and wait for an appointment.

Other recent innovations designed to improve our customer service experience include:

e Launch of an interactive troubleshooting guide within the “My Account” app, which
takes customers through steps designed to help fix whatever issue they are having on
their own, without needing to make an appointment to see a technician;

* A unique partnership with UPS Store and Amazon to allow for the easy and free
return of equipment when a customer cancels their account;

e Deployment of a 125+ person social media team to handle individual customer
issues;
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e Standardized and improved call forecasting and workforce management practices to
help ensure the right number of agents are available at any time;

« Deployment of email confirmation messages for customer orders and when we issue a
credit to their accounts;

e Development of Xfinity TV apps that enable our customers to directly access our
content on TVs and other third-party devices throughout their home, without the need
to lease a cable set-top box;

e Launch of our One Transfer tool, simplifying and improving the experience if the
agent has to transfer the call to a specialist or to handle another customer need; and

« Qutfitting of all technicians with iPhoncs to streamline in-home visits.

We’ve also conducted a 360 degree review of our billing policies to make sure that our
practices put our customers first. For example, we've extended the time period during which
customers can dispute a charge on their bill from 60 to 120 days, empowered our front-line
agents to issue up to $100 in credits on-the-spot, and atforded customers who say that they
returned equipment the benefit of the doubt without requiring a receipt.

While we believe that these and other steps we’ve taken to improve our customer
experience are making a real difference, we also welcome the opportunity to work with the
Subcommittee on other areas that it identifies as occasions for additional improvement.

Thank you for the opportunity to testify today. | am happy to answer any questions that
you may have.



57

©Time Warner Cable®

Opening Statement of John Keib,
former Executive Vice President and Chief Operating Officer, Residential Services,
Time Warner Cable Ine.
Hearing before the U.S. Senate Permanent Subcommittee on Investigations
“Customer Service and Billing Practices in the Cable and Satellite Television Industry
June 23, 2016

»

Chairman Portman, Ranking Member McCaskill, other members of the Subcommittee,
good morning. My name is John Keib, and I am here today to testify on behalf of legacy Time
Warner Cable Inc. Thank you for the opportunity to participate in this hearing.

As you know, Time Warner Cable recently merged with Charter Communications and
Bright House Networks to form a new company. My role at Time Warner Cable ended when the
parties completed these transactions; I am no longer employed by Time Warner Cable or
Charter. As such, I am testifying today as a former Time Warner Cable executive, but also as a
private citizen.

My most recent position at Time Warner Cable was Executive Vice President and Chief
Operating Officer for Residential Services. In this role, [ led the service delivery, customer care,
marketing, and sales operations for the company’s residential services business. I am here today
to discuss legacy Time Warner Cable’s business prior to its merger with Charter. Hence, to the
extent that questions arise relating to the future of Time Warner Cable or Charter, | will defer to
Charter’s witness, Kip Mayo.

Legacy Time Warner Cable serves approximately 15 million customers receiving video,
Internet, or telephone services in 29 states ranging from Ohio to Maine to Nebraska. We employ
thousands of customer service representatives and field technicians whom we train, first and
foremost, to serve our customers.

Let me begin by acknowledging that we are well aware of some of the issues that will be
discussed by the Subcommittee today. Those of you who live in Time Warner Cable areas have
probably seen our most recent ad campaign in which we acknowledge — indeed highlight — prior
service challenges before explaining the steps we are taking as a company to address those
historical shortcomings.

That campaign is the culmination of efforts made, during my tenure at Time Warner
Cable, to improve our customer service performance in order to provide the best possible
experience to our custorners. Time Warner Cable, like other MVPDs, has struggled with its
customer service rankings in the past. Beginning in 2013, under an internal strategy we called
“Winning on Service,” Time Warner Cable embarked on an aggressive plan to improve its
customer service and took several steps toward that goal. We invested heavily in our network
and made several technology augmentations for broadband and video. We also initiated an
ambitious plan to reshape our customer service performance by investing in our greatest asset,
our employees. Our goal was to make service the differentiator and to become the best service
provider not just within the telecom space, but in any industry. We believe that investing in
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service and delivering a best in class service experience is the most important factor in driving
long term customer growth.

We also have worked hard to minimizc billing errors. Three years ago, we impicmented
an automated, industry-leading process designed to detect and fix billing errors whether or not
they are identified by customers. Each month, we scarch for and identify equipment-rclated
overcharges and undercharges. And when we find an error, we fix it going forward and provide
the customer with a credit for the remainder of the billing cycle from the time the fix has been
recorded. We do not charge customers back for underbills, rcgardless of their size. 1t is
important to keep in mind that we have 37 million pieces of equipment in service at any given
time, and we are constantly upgrading that equipment with newer devices. Given the volumes of
equipment we deal with, we are pretty proud of the fact that today, our equipment billing error
rate for video subscribers is a very small .07% and for internet subscribers, .03%.

At the same time, for other types of overcharges where we can identify exactly when they
first occurred, we credit customers back to the origin of the error. While such errors in billing
for services are unusual, when they occur we generally have been able to provide retrospective
refunds to affected customers without any need for the customers to request such refunds. In
contrast to overcharges for equipment, which typically involve highly individualized factual
circumstances that can be difficult to ascertain from our billing system, it is generally much
easier to identify the cause and duration of a service overcharge.

Overcharges represent a very small part of our interactions with our customers. Overall,
in an average year, Time Warncr Cablc fields more than 100 miltion calls from its customers.
Some of these customers seek to purchase video, Internet, or telephone services for their homes;
others ask questions about their bills or seek technical support. Still others want to change their
service. Regardless of the reason for the call, our goal is to keep our customers, and we
accomplish that goal by keeping them happy.

To do this, we train our customer scrvice representatives to provide excellent care to our
customers. Qur customer service agents specialize in one or more core functions, including
sales, retention, service and billing. Upon hiring, our representatives receive 11 weeks of hands-
on training, as well as weekly ongoing training and coaching sessions with supervisors. These
coaching sessions allow our representativcs to learn from actual calis they handle. Our focus on
customer service has made a difference, as more than four in five customers report that they are
satisfied with their interaction with Time Warner Cable. And our surveys suggest that customers
are becoming increasingly satisfied.

We also have made great strides in addressing customer issues more quickly and
efficiently. We have done this by improving our phone service levels through enhanced training
and better staffing, improving our product and service performance, and introducing
appointment-based call backs, which allow customers to schedule call backs from Time Warner
Cable at times that work for them. As a result of these efforts, our total call volume is down —
over the past three years, the number of calls fielded by our customer service representatives
decreased by 12 million , which is a testament to better and more efficient customer service.
One measure of this improved customer service is known as “one touch resolution” — or the
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percentage of customer calls that are managed by a single agent. Recent internal reports show
that we achieve one touch resolution in nearly 94% of the calls we handle.

In addition, Time Warner Cable began offering one-hour service and install windows
and, in the first quarter of this year, our technicians were on time for approximately 99% of these
appointments. We also significantly reduced the need to send Time Warner Cable technicians to
our customers® homes to handle a repair. At the time of our merger, approximately 90% of
repairs could be handled over the phone, up from approximately 82% in 2013. This
improvement has resulted in a reduction of over one million service truck rolls in the last two
years.

Are we there yet? No. Making such changes at a company our size is no small feat and
the desired changes cannot all happen at once. Still, the evidence suggests that our efforts are
paying off. In the latest American Customer Satisfaction Report, Time Warner Cable’s
Customer Satisfaction Ratings have increased by 8% year over year for both its television and
Internet customers. We were recently ranked the 4th best Internet provider in this survey up
significantly year over year. Although we did not have enough time to fully execute our plan, I
am proud of the early results just as I am proud of all our technicians and customer service
agents who are together pursuing a single mission of winning on service. Moreover, 1 am very
confident that our employees and customers who have transitioned to Charter are in great hands.
I am confident that Charter holds the same core tenets about prioritizing customer service and
will continue to take the service experience to new levels.

I look forward to answering any questions you may have about Time Warner Cable.
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I Introduction

My name is Kathleen Mayo and | have served as Charter’s Executive Vice President of Customer
Operations since September 2012. | joined the company after 15 years at Cablevision, where |
was the Executive Vice President of Consumer Operations.

| was part of the new management team that came to Charter in 2012 and grew Charter from
its bankruptcy into America’s fastest growing TV, Internet and Voice company.

1 appreciate the opportunity to testify today about the remarkable progress we’ve made at
Charter since the company’s 2009 bankruptcy, and more specifically, since our change of
teadership in 2012. As Executive Vice President of Customer Operations, | am directly
responsible for improving Charter’s customer care, billing, sales and retention.

Since the beginning of 2012, we have invested significantly to improve the customer experience
and create better products, including the following:

* We have invested approximately $7 billion dollars in our two-way high capacity
network, including taking that network all-digital. This has aliowed us to offer a
minimum broadband speed of 60 Mbps; provide a superior video service, including
more than 200 HD channels and thousands of On Demand titles; and make it easier for
our customer service representatives to resolve issues remotely using the two-way
digitai set-top boxes provided to our customers.

* Aspart of our effort to improve the customer experience, we insourced thousands of
American jobs that had previously been located overseas. These jobs are located in our
call center and field technician operations, which were once filled by third-party
contractors.
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* As part of our transaction with Bright House and Time Warner Cable, we now operate
call centers from 80 locations across our footprint, consisting of more than 22,000
employees who provide sales, repair, retention and billing support.

* And we expect to hire 20,000 Americans as we continue to insource our service
operations and grow customer relationships.

The result of these changes has been a significant improvement in our customer care
operation-—ultimately resulting in a 12 percent increase in customer satisfaction across
historical Charter markets since 2011.

As Charter’s senior executive responsible for customer care and satisfaction, i lead initiatives
that have resulted in creating thousands of American jobs, training employees to be responsive
to the needs of our customers and constantly identifying ways to improve customer
satisfaction.

I am proud of all that we have accomplished to date and | believe that the results are beginning
to show. But anyone who knows me (or works for me} will confirm that | will never be satisfied
with our customer call center operation, regardless of how good we get. We can and must
always strive to do better.

. Charter Background and Philosophy

In 2009, Charter filed for bankruptcy. The result of Charter’s situation was an infrastructure in
serious need of capital investment—the company had been unable to invest in its infrastructure
to the extent we have lately, and its product suffered greatly.

The company’s financial situation meant that Charter was unable to invest in repairs, which
kept the product from performing as reliably, while at the same time, it tried to cut cost by
outsourcing thousands of customer service jobs overseas.

After Charter completed its restructuring, Tom Rutledge was named CEQ in 2012, and brought a
new philosophy of growth and operation to Charter. Under this new leadership, we set out to
institute a new playbook for success that included a core strategy of delivering superior
broadband and video services at highly competitive prices combined with outstanding
customer service. That goal includes growing the business by bringing more customers into the
fold and keeping them by delivering value-priced products and ever improving service.

Under this new leadership, Charter’s first priority was to recommit to and upgrade our entire
product line, including voice and video, and to go all-digital as quickly as possible. When new
leadership took over at Charter in 2012, its video offerings consisted primarily of analog
channels, only 50 HD channels and our flagship data speed was 15 Mbps. Accordingly, we
began an effort to upgrade all of Charter’s networks to digital, thereby freeing up capacity to
increase broadband speeds significantly and offer innovative video service. Today, all video

2
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products are digital and Charter’s minimum broadband speed is 60 Mbps, and up to 10 gigabits
per second for businesses, schools and libraries.

To achieve this upgrade, Charter had to walk every mile of infrastructure and identify every
instance of deferred maintenance from the company’s earlier bankruptcy and make those
changes. We also came to realize the company needed to implement new and better customer
service policies—including insourcing the customer service jobs that had previously been sent
overseas—as well as tools and training to enable our employees to be more effective.

The move to all-digital required Charter to provide two way digital boxes to all of its customers.
This upgrade ensured Charter’s products operated effectively, provided Video On Demand to
every customer TV set, and also enabled the company to improve its customer service by
communicating and troubleshooting with boxes remotely.

We have made positive changes for our customers, but we recognize that it is going to be a fong
process to change perceptions around our company because of what took place before new
management took over.

Tom Rutledge has said the best way for us to change perception is to change reality by offering
a good product, where service is a key component of that product. That is the fundamental
directive for how we operate at Charter. it bears out in our policies, and we believe over time it
will bear out in customer satisfaction.

As the Executive responsible for customer care at Charter, I've been centrally involved in those
efforts. Because we care deeply about ensuring our customers are satisfied with Charter, we
employ a highly regarded third-party research firm, Leichtman Research Group, to track
sentiment among our customers.

Today, more than 57 percent of Charter’s customers tell us they are very satisfied with their
service. 37 percent are neutral. So a total of 94 percent of customers are very satisfied or
neutral. Only six percent of our customers tell us they are dissatisfied with the service they
receive.

In fact, we believe the greatest sign of our customer satisfaction is to look at the new customer
relationships we are creating. In these very competitive times, when online video is exploding
and we have no early termination fees to prevent customers from leaving, we added more than
1 miltion customer relationships from the beginning of 2012 through the end of 2015, growing
our total customer base by 18 percent.

We know we must continue pushing to ensure as many of our customers as possible are very
satisfied with our service, but we are also proud of how far we’ve come in just four years and
are confident in the path we are on.
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1H. Customer Service Commitment
A. Insourced Customer Care

As part of our transaction with Time Warner Cable, Charter expects to hire 20,000 American
workers, many of whom will fill customer service jobs that are currently outsourced to call
centers located in other countries.

That number is consistent with the 7,000 employees Charter has hired since 2012—a 40
percent increase—and the majority of those roles are customer-facing positions that were
brought back from overseas. We are committed to ocating our facilities in the communities we
serve, most recently, opening a $16 million state-of-the art customer operations center in St.
Ann, Missouri.

As we train and manage our own employees, we are creating a skilled labor force that is
executing higher quality service transactions with our customers when we sell and provision,
install, answer billing questions, or handle repairs. At Charter we focus on craftsmanship as a
means to improving every aspect of our business.

Today, nearly 90 percent of our customer calls are handied onshore and in house, and 95
percent of our in-home service visits are performed by Charter employees, rather than third-
party contractors.

By bringing those jobs in house, Charter is better able to manage and train the people who
work directly with our customers. This ensures better quality control in these transactions, but
more importantly, in how we train these employees to reflect Charter’s philosophy toward our
customers.

B. Emphasis on training

One way we see ourselves differently than some of our competitors is that we view our
employees as problem-solvers, not product-pushers. Our customer service representatives
don’t have set scripts with canned language. They see each customer as an individual with a
unique problem to fix, and we think this comes through during customer experiences.

Some of our competitors who outsource these positions to a third party contractor fose this
kind of quality assurance or control over how their service representatives interact with
customers. We're also proud that this philosophy ensures we’re contributing to a larger, well-
trained American workforce, because it reflects our values as a company.

In addition to the work we’ve done to strengthen our in-house workforce, we have also seen
that our efforts to streamline our billing, enhance self-service and increase communication with
our customers, as well as the approximately $7 billion in investments in our networks and
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products, have led to significant decreases in monthly billing, service calls and trouble calls
since 2012.

C. Streamlined billing

To decrease customer confusion, we also streamlined our packaging and pricing. Our National
Packaging and Pricing plan simplified our product offerings and ensures all of our customers,
regardless of where they live, have access to the same superior products at competitive prices.
This pricing and packaging provides great value and has made it easier for us to communicate
with customers about the services they signed up for.

We are always working to elevate the customer experience. We don’t charge for modems or
customer equipment for voice service. To eliminate accidental overcharges for equipment,
Charter instituted checks and balances that create controls in our order entry system to ensure
we get each order right. To ensure the integrity of that system, we also built back-end
processes that allow us to identify and correct any discrepancies on a nightly basis, meaning we
reconcile every piece of equipment with every single charge in our system every 24 hours.

Our audit into over-charges over the past 9 months determined the existing systems were more
than 99 percent accurate. Out of 11 million boxes, we've found approximately 63,000 boxes,
less than 1 percent, where customers were overbilled. We were pleased that our accuracy rate
was as high as it was, but { will never be satisfied until we have zero instances of over-billing.

For the affected customers we identified over the course of this review, we will explain in their
next bill that they were overcharged and will be issued a 12-month credit for those equipment
fees. During the course of this process, we also discovered approximately 9,000 boxes for
which customers were not billed, though they should have been. We will correct and explain
the discrepancy moving forward but will not seek to collect those fees that should have been
charged.

To permanently eliminate these billing discrepancies moving forward, we have instituted
controls to catch any box/customer mismatch on a daily basis. Today, those charges are
reconciled no more than 24 hours after they occur and enable us to ensure this issue does not
occur again.

In May of 2016, Charter completed its acquisition of Time Warner Cable. At just a little more
than 30 days post closing, Charter has been advised that TWC currently catches and corrects
any overcharges on a monthly basis. We will put controls into place to catch such instances
daily, as we now have installed at Charter, but that will take approximately 60-90 days. Until
then, we will proactively issue a 1-month credit to any customer that the current monthly
process reveals was overcharged.
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D. Improved customer satisfaction

Since 2013, as we’ve instituted all these practices, total care calls per customer has declined 25
percent from 2013 to 2015. Trouble calls per customer has declined 20 percent during that
same period. Further, when our customers do need assistance, we’ve been able to resolve their
issue on the first call 80 percent of the time.

Those higher quality customer interactions are reducing service transactions, reducing churn,
and creating longer customer relationships, supporting greater customer growth and reducing
our operating costs. importantly, since 2011, Charter has seen a 12 percent increase in overall
satisfaction.

v, Consumer Practices

At Charter, we're proud to be a different kind of cable company. We've not only made our
products better and faster, we’ve also made them a better value. Rather than trying to squeeze
as much profit from our customers as we can, we remain focused on growing our business by
increasing the number of customers we serve and extending the lifetime of our customer
relationships.

An important part of that is changing how we actually bill our customers. To improve the
customer experience and focus instead on our products, we don’t charge common industry fees
like additional modem fees, sports surcharges, separate USF fees, or early termination charges.

Over the past four years, we have focused on simplifying our products, pricing and services to
make them accessible to ali consumers so we can reach them wherever they access content at
very competitive prices.

in fact, Charter’s new low-cost broadband offering will deliver the highest speeds of any
comparable offering to low-income families as well as be the first to offer fast broadband to
low-income seniors. Charter’s offering is the only low-cost Internet service for low-income
populations that meets—and even exceeds—the FCC’s definition of high-speed broadband.
Charter will set a new industry standard for high-speed low-cost broadband service by offering
30/4 Mbps for $14.99 to eligible low-income families and seniors.

To ensure our customers receive a product that meets their expectations in terms of value, we
have invested billions of dollars to ensure our customers have access to the most innovative
products available today. 60 Mbps is the slowest broadband tier we sell, except in St. Louis,
where it’s even higher, at 100 Mbps.

Our team has built a first-of-its-kind cloud-based video guide, which enables intuitive search
and discovery across TV, online video and apps designed to work on new and old cable boxes.
We've also developed a TV app which allows customers to watch over 170 channels on their
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tablet or smartphone in the home, program their DVR, and even stream or download shows
and movies to watch their favorite content whenever and wherever they want.

Finally, as the competitive landscape has been changing, we believe it’s heen important to
change with it. We see customers increasingly utilizing Internet Video. Unlike many of our
competitors, we don’t have data caps or usage based billing because we want our customers to
be able to view as much content they want to stream or download without worry about
charges on the fastest network. Our commitment to an open internet has earned the support
of many internet players, most notably Netflix.

V. Conclusion - Road ahead for Charter post-transaction

Charter has already invested approximately 57 billion in the latest technology and
infrastructure, created thousands of American jobs, fostered a culture of innovation, and
committed to an open Internet. As we move forward with the combination of our company
with Time Warner Cable and Bright House, we are excited about the prospect of rolling these
customer-friendly policies out to our entire customer base within the new footprint.

We recognize that for many years, the cable industry has struggled to show our customers that
we are interested in their satisfaction, but since 2012, Charter has been working every day to
deliver to our customers the best possible products at a competitive price.

Simply put, we aren’t satisfied unless our customers are. We are proud of the progress we have
made, but our work...MY WORK is not done. We will continue to work to improve and show our
customers, across the entire Charter footprint, that we are committed to providing the hest
possible experience.
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Good morning, Chairman Portman, Ranking Member McCaskill, and Members of the
Subcommittee. My name is Rasesh Patel and I appreciate this opportunity to speak with you, on
behalf of AT&T and DIRECTV, about our commitment to customer service. The hallmark of
our brand has been to offer customers the very best entertainment experience through our
cutting-edge technology, unique content offerings, and superior customer service. And, our
commitment to serving customers and giving them more value and choices has never been
stronger. According to data from the American Customer Satisfaction Index (ACSI), DIRECTV
has ranked higher in customer satisfaction than the top 10 cable TV companies for 16 vears in a
row. In a highly competitive market with ever-rising programming costs, we believe customer
service is an essential component of our success, and we have accordingly devoted and continue

to devote significant resources towards our goal of delivering a superior customer experience.

I've been with AT&T and DIRECTV for 15 years in a number of different roles.
Currently I am Senior Vice President of Product Management for the AT&T Entertainment
Group, which is the group that provides consumers with our video, mobility and Internet
offerings. I have responsibility for product strategy, product roadmap and product development
for AT&T/DIRECTYV entertainment produets. From 2012 until AT&T’s 2015 acquisition of

DIRECTV, I was Senior Vice President of Customer Experience.
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In that role, I led DIRECTV’s proactive, enterprise-wide and customer-centric effort to
prioritize and improve the customer experience across all customer touch points. The initiative
began with a comprehensive evaluation of our policies and practices, detailed research, and an
analysis of operational data to prioritize our efforts. This was a top priority for the company,
CEQ, and senior leadership. DIRECTYV invested hundreds of millions of dollars in that customer

initiative, which generated real improvements for our customers, including:

¢ aredesigned billing statement, crcated with customer input and based on customer needs,
» simpler offers at the point of sale,
* asimplified onboarding process for new customers, and

¢ the creation of a customer-friendly equipment upgrade program.

The initiative also produced real results in terms of DIRECTV’s relationship with customers,
including: improved customer satisfaction; fewer phone calls to our call centers each year;
improved troubleshooting and service reliability; and increased engagement by our frontline
employees who service our customers. That experience proves something AT&T/DIRECTV

strongly believes in: good customer service is good business.

Today, AT&T and DIRECTV’s customer satisfaction ratings remain at or near the top of
the industry. As noted above, for the 16® year in a row, DIRECTV rated higher in customer
satisfaction than cable, according to the 2016 American Customer Satisfaction Index (ACSI)
survey. JD Power’s 2015 Television Provider Satisfaction Survey ranked DIRECTV’s overall
customer satisfaction as “significantly higher” than average in all U.S. regions, ranking higher
than all cable providers, whose customer satisfaction consistently ranked “significantly lower”

than average.

While we take pride in these rankings, we know that customer satisfaction is a never-
ending journey. And we are excited about what the future will bring. Since the 2015 merger,
AT&T’s and DIRECTV’s focus on customer service has only intensified; it is central to our
strategy. This goal is reflected in at least three major initiatives we have launched since the

merger, including the following:
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e We plan to spend more than $1 billion to enhance the customer experience from 2016 to
2017 by simplifying our systems, streamlining frontline tools, and delivering customer-
friendly digital capabilities;

s We devote significant resources to measuring customer satisfaction and identifying what
matters most to our customers.

»  We aim to deliver on what we call the “Power of One™:

> Omne service that customers use across all their screens;

A\

One website for customers to manage their accounts and services;

»  One installation (for both sateilite TV and broadband service), saving customers the
time and inconvenience of multiple instaliations;

»  One service agent to handle a customer’s billing and account questions on multiple

AT&T/DIRECTYV products, saving customers the trouble of dealing with multiple

agents; and

> One bill for customers with multiple AT&T/DIRECTYV products.

AT&T/DIRECTYV is also offering a number of new and innovative products, reflecting
this commitment to its customers 1o deliver a seamless, integrated entertainment experience,

including:

s Nationwide Offerings. Within days of the merger being finalized, AT&T/DIRECTV
announced a combined nationwide offering of TV and wireless.

»  Unlimited Mobile Data Plan. AT&T is offering an unlimited mobile data option for its
Mobility and DIRECTV customers.

» Pricing. This past Spring AT&T began rolling out simplified TV, broadband and
wireless bundled pricing.

*  New OTT Offerings: AT&T/DIRECTYV also recently announced plans to launch video
programming options delivered over the Internet in the fourth quarter of 2016. These
new video subscription models reflect the flexible content choices, viewing options,

simple pricing and a simplified experience that consumers want. These offers will
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provide a broad range of choices for our customers with freedom to watch regardless of

how and where they enjoy their entertainment.

Let me also address five specific customer scrvice issues that that you have indicated are
of particular interest to the Subcommittee. In each of these areas, AT&T and DIRECTYV are

continuing to enhance the customer experience:

First, Customer Satisfaction. As I hope my prior remarks indicate, customer
satisfaction has been an area of intense focus for both AT&T and DIRECTV. In 2012,
DIRECTY launched its proactive, multiyear customer experience initiative, which required
substantial resources, both in terms of dedicated personnel and financial investment. With the
merger of AT&T and DIRECTV, the focus on providing subscribers with the best possible
customer experience has intensified, as I described above. As a combined entity, we continue to
listen to our customers about what they expect from their service provider. By combining our
complementary services, we are providing customers a higher quality experience. They will
have a single point of contact for placing orders, answering questions and solving problems. We
believe that the positive changes we are making as a result of the merger will drive customer

satisfaction even higher.

Second, Retention Practices. Keeping our customers happy is good business.
DIRECTYV’s goal has long been to retain customers and build their loyalty, in a highly
competitive industry, by identifying and solving their issues with solutions tailored to mcet their
individual nceds. The training for our retention representatives is extensive and focused on the
importance of identifying and resolving the “root cause” of the customer’s problem. We are
proud that we are able to resolve the issues raised by more than 70% of the customers who call
intending to disconnect service. Our representatives are trained to respect al} customers and to
exercise the flexibility needed to identify the service or offer best suited to each customer’s

unique needs. We place specific emphasis on “getting it right the first time.”

Third, Prices and Fees. DIRECTV is committed to providing our customers with
simple and easy to understand communications with respect 10 services and fees. In 2014, as

part of the Customer Experience initiative, DIRECTYV introduced a new simplified bill that
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identifies current fees and charges, changes from the previous month, and the number of months
remaining on any promotional discounted rates. This change was a proactive, muiti-year, multi-
million dollar effort that involved significant resources across DIRECTV. We also work hard to
ensure that prices and fees are fully disclosed at multiple points: in our advertisements, in phone
conversations with our agents; on our website; in the confirmation notice that is sent to every
new subscriber; in the Customer Agreement and the Equipment l.ease agreement that the

customer signs; and, as noted, in the customer’s bill.

Our prices reflect a highly competitive and dynamic environment. Our customers have
many choices on how they obtain their video content, not only from the companies appearing at
this hearing, but from a multitude of others. Programmers can make their video content
available directly to customers, or can provide content through services like Netflix, Hulu or
Amazon. Social media and other emerging sites generate short-form and independent
programing. These competitive trends are sure to continue. And, if we do not meet our

customers’ expectations, they will vote with their wallet.

It is also no secret that the pay TV industry is under intense pressures from rising
programming costs. According to some analysts, programming costs are increasing at about 8 to
10 percent annually over the past four years, while pay TV bills are increasing by an average of 3

to 4 percent.’

Fourth, Customer Complaints. AT&T/DIRECTV appreciates the importance of both
effectively resolving customer complaints, and eliminating their causes. We have considerable
resources focused on addressing, tracking, and analyzing customer complaints at various levels,
including those handled by our customer service agents, supervisors, or our escalation teams,
Robust processes enable us to assess customer complaints, identify and prioritize the most

important issues raised by our customers, and work with management to eliminate root causes.

Fifth, Credit and Refund Policies. DIRECTV maintains a team dedicated to identifying
and addressing billing errors. When analysts identify that customers have been incorrectly

overcharged, DIRECTV works to proactively reimburse affected customers in full and notifies

: http://www.multichannel.com/news/distribution/cab!e-ratesArise-3—4—average-2016(396619
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those customers through their bill or by letter. This team has also used FEMA data to identify
customers living in areas affected by disasters and, in those areas, has proactively suspended

non-payment cutoff timelines and late fees.

In closing, let me reiterate that the combined AT&T/DIRECTV fully understands and
appreciates the importance of ensuring that customers receive the best possible customer service.
We have spent substantial time and resources in the past to improve all aspects of the services we
provide our customers, and we are committed to continuing to do so in the future. We are
confident that the combined AT&T/DIRECTV will only further enhance our ability to provide
our customers with the very best in the products and services they desire. Delivering an

effortless customer experience is at the center of everything we do.

Thank you for the opportunity to appear here this morning, and I look forward to your

questions.
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I Introduction

My name is Kathy Schneider, and | am the Senior Vice President of Operations for DISH
Network L.L.C. (DISH). 1 work out of the company’s headquarters in Englewood, Colorado.
On behalf of DISH, 1 would like to thank Chairman Portman, Ranking Member McCaskill, and
members of the Subcommittee for the invitation to discuss DISH’s award-winning satellite
television service.

In the 1980s, DISH’s three founders decided that customers should have an affordable
alternative to cable. DISH started with two large C-band satellite dishes delivered by the
founders themselves in a pickup truck. One day, while hauling one of those two dishes to a
customer in rural Colorado, a strong wind blew the dish off its trailer and into a roadside ditch.
There went half of the company. Summed up as a bad day in the infancy of DISH, our founders
overcame this setback to build what is now a Fortune 200 company that eniploys thousands and
serves millions throughout the nation ~ a seemingly unlikely future on that particularly eventful
day.

Since launching its Direct Broadcast Satellite (“DBS”) service in early 1996, DISH has
worked to reinvent television distribution and provide meaningful competition within the pay-
TV industry. We have introduced some of the market’s best, most innovative products while
leading the industry in providing customers the best value. Fundamentally, our success depends
on satisfied customers, and we have spent the last two decades working tirelessly to make the
customer experience better.

Today, DISH is the nation’s fourth largest pay-TV provider with nearly 14 million
subscribers and 18,000 employees. Throughout the U.S., we have twelve call centers, two large

service locations and dozens of other staffed facilities. We have thousands of staff dedicated to
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serving our customers. We also have relationships with over 6,000 independent retailers
(providing storefront options for our customers), including 146 retailers in Ohio and 167 retailers
in Missouri. We are proud that DISH is the only provider of local broadcast television service in
all 210 U.S. TV markets, ensuring that even the most rural customers receive the same high-
quality television service as customers in urban areas.

Without a doubt, DISH’s success relies on our commitment to customer service. We
work hard every hour of the day, every day of the year to provide a great entertainment
experience and make our customers happy. Happy customers are created by combining the best
technology available with transparent billing, ease of installation, and efficient, effective service.
Our customer service scores continue to top our competitors because of our commitment to these
goals.

We are also committed to continued improvement. We constantly ask ourselves: what
can we do better? We keep innovating and coming up with the best technology on the market to
meet customer demands of TV anywhere, anytime.! We diligently track issues that impact our
customers’ experience. We address these customer “pain points” by adjusting our policies,

procedures and training materials and retooling our subscriber offerings. We also hire top talent

! Third parties have consistently recognized DISH for its industry-leading technology. This year,
DISH was awarded Best of the Consumer Electronics Show (“CES™), the annual conference put
on by the Consumer Technology Association (formerly known as the Consumer Electronics
Association). DISH also received CES Editors’ Choice for its Hopper 3, the third generation of
DISH’s Hopper digital video recorder (“DVR”™). The Hopper is the only set-top-box on the
market that, among other things, uses advanced built-in technology so customers can view all of
their live programming and DVR content from anywhere over the Internet. In 2015, DISH
launched Sling TV, becoming the first to market with a live TV Internet streaming product (an
over-the-top “OTT” service). For just $20 per month, consumers can watch the best of live TV,
including ESPN, as well as other core video programming like CNN, AMC, HGTV and TNT.
There is no installation appointment for customer to deal with, and customers can cancel the
service at any time without penalty.
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to ensure that our agents represent DISH’s values and havc the tools necessary to match each
customer with the best programming, technology and value for his or her needs.

As the person responsible for overseeing customer service for DISH, [ live and breathe
thesc complex issucs cach day while managing DISH’s call centers and business process
improvement operations. I am proud of all that my fellow DISH employees have done over the
years to make our customer service best in class, but we are not content to rest on our
accomplishments. We are not perfect and make mistakes; but we do our best to fix and learn
from those mistakes. And despite our best efforts to train all of our customer service agents,
there are times when an agent fails to provide a good customer experience. In those cases, we
address that particular employce and train others to not make the same error. How we provide
customer service is an ever-evolving process, and we welcome feedback from the Subcommittee
on ways that the overall service experience can be made better for our subscribers.

II. DISH Strives to Make Its Customers Happy and Keep Them Happy

A. Without Happy Customers, DISH Loses Money

DISH spends around $800 dollars to acquire a single subscriber. If a subscriber leaves
within a span of four years, DISH loses money. To recoup our up-front subscriber acquisition
costs, we endeavor to keep our customers from “churning,” an industry term that describes when
a customer leaves a pay-TV service. The key to preventing ehum is offering a better product
with better service than our competitors, and the competition is tough. There is at least one other
cable, telco, or satellite TV provider everywhere DISH offers service. And most of the time,
DISH actually faces two or three competitors, one or more of which is a cable or telco company
that can offer the compelling trifecta of TV, Internet, and phone service—the “triple-play”

package. As a satellite television provider that does not widely or directly offer wired broadband
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or phone products, DISH principally competes not on the mix of services we can provide, but on
the quality and pricing of our pay-TV packages. As a result, DISH has built its business on
offering the most innovative pay-TV experience with industry-leading customer service, at an
affordable price.

B. DISH Meets and Exceeds Qur Customers’ Expectations Through
Continuous Monitoring and Improvement

What makes a happy customer? In my experience, customers are happy when they:

e Understand and see the value of the products and services they are getting;

s Understand their bill;

e Receive timely and seamless installation of reliable products; and

e Receive responsive and speedy repairs and service upgrades.
Qur sales, installation, customer service, billing, product development and programming teams
are constantly working together to make sure that DISH satisfies all of these expectations. We
do this by focusing on those points in the customer life cycle that are most likely to disrupt,
disappoint or confuse a customer. These “events” are: 1) account initiation; 2) installation; 3)
price changes; 4) service calls and repairs; and 5) changes to programming, including
broadcaster-imposed blackouts of key content.

DISH has created two extensive interfaces that walk our agents through customer service
issues, step-by-step. One interface handles technology issues, and the other interface handles
just about everything else. We also operate a “community portal” from which agents can access
the latest training materials and customer service tips, including analysis of recent customer pain
points and how to address them. These tools attempt to cover every issue a customer could think
of to bring up with an agent, and they empower our agents to clearly and concisely give

customers a resolution to the problem at hand. When a call comes in, DISH’s customer service
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policy is to “resolve, prevent, promote™—in that order. This motto of our customer service is
displayed prominently all over our call centers. Our agents’ first priority is find 2 solution to the
customer’s issue, whatever it might be. Again, only by keeping customers happy can we keep
customers with us and ultimately succeed as a business.

We also work hard to prevent issues before they happen. At the time of sale, we focus on
trying to ensure that the customer understands the products and services they are receiving and
all of the associated costs. After installation, to make pricing and billing easy to understand and
readily accessible, our bills are clear and concise, and customers can access their account
infornation via phone, text, paper bills, and the DISH website. We pride ourselves on
transparency. While network and sports programming content both account for a
disproportionately large share of our costs, we do not itemize “local channels™ or
“retransmission” fces on our bills, and no “regional sport network™ (“RSN™) fees appear.

C. DISH’s Commitment to Customer Service Is Well-Recognized

DISH’s internal metrics show that calls to us are promptly answered and our agents
consistently resolve our customers’ issues quickly and effieiently. For example, in May 2016,
approximately 89 percent of customers calling DISH got an agent on the line within 60 seconds
of the call coming through, and the vast majority of these customers had their needs mct on that
initial call. By handling customer issues on the first call and minimizing callbacks, DISH serves
both its customers and its shareholders, since fewer calls mean fewer resources and expenses
devoted to fielding them.

DISH out-performs its competitors in customer service, and in doing so, we provide a
high-quality pay-TV alternative to consumers nationwide. Highly regarded third-party customer

service survey firms have recognized DISH’s achievements. DISH has an A+ rating from the
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Better Business Bureau and, for four years running, we’ve won a J.D, Power award for customer
satisfaction. DISH also is ranked number one in several categories by the American Customer
Satisfaction Index: Highest Call Center Satisfaction; Highest Website Satisfaction; Clearest Bill

to Understand; and Lowest Customers Complaint Rate.

Comparison of Customer Service Practices of Largest Pay-TV Providers®

D omca arte D
Call center satisfaction ranking 2010-2015 #1
Clearest bill to understand ranking 2010-2015 #1
Website satisfaction ranking 2010-2015 #1
Lowest customer complaint rate #1
ranking 2010-2015 . 2 .
18ased on the average American Customer Satisfaction index comparison of major TV providers {2010-2015)
Comparison of Basic Packages Among Largest Pay-TV Providers!
D omca arte Dire
Package name AT120+
Channel count 190+
Advertised price/month $49.99
Additional fee for local channels® S0
Additional fee for regional sports® S0
Additional fee for HD pragramming SO
Contract period 2 Years
Price protection 2 Years
Package price increase at end of first year 50
Free standard professional installation Yes
Record up to 16 shows at once Yes
Haurs of HD recording storage 500
Watch 100% of your five TV channels anywhere Yes
Watch 100% of your DVR recordings anywhere Yes
Opt-in to record primetime content from ABC,
CBS, NBC & FOX and skip commercials while Yes
watching those recordings
Built-in Netfiix app Yes
Wireless receivers Yes
Bluetooth audio Yes
Remote locator Yes
Available nationwide Yes

1Al information based on stand-alone video service, not bundled products
2Data found on 6/20/16 for Comcast Denver

*Data found on 6/20/16 for TWC New York City

“Data found on 6/20/16 for Charter New Orleans

*Data found an 6/20/16 for DirecTV national offer

Spaximum fee, amount varies by geographic location
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III.  Programming Costs and Other External Forces Substantially Affect the Experience
of DISH Customers

One of the main areas of inquiry by the Subcommittee has involved customer “pain
points.” In overseeing all of customer service for DISH and having listened to thousands of
customer calls, I can say this: the issues that have most consistently come up over the last several
years involve the price of programming, and the lack of options that customers have in selecting
which channels they receive. No matter how many call center representatives we have or how
much training we provide those representatives, DISH cannot address this core complaint on its
own,

This is because the number one source of rising pay-TV rates is the dramatically
increasing cost of acquiring programming content. DISH, like every other pay-TV provider,
must ultimately ask its customers to shoulder at least some of the costs that have resulted from
the sky-rocketing price demands from our programming partners.

Evcen so, DISH still leads its competitors in providing high-quality programming for the
lowest everyday prices. DISIH offers various introductory pricing packages, which allow
customers to receive discounted service, free premiums, or other benefits for a period of time
after joining DISH. Even though this is an effective tool to attract customers, and DISH is best-
in-class in providing notifications on the termination of a discount period, customers often have
questions or concerns when the promotion ends. For this reason, we now offer a two-year-price~
lock option that gives customers a prolonged discount in exchange for their commitment to
DISH. Yet, despite our efforts to curb the overall costs of our service, there are two key
practices abused by programmers that keep driving price increases: (i) demands for exorbitant

retransmission consent fees and (ii) an insistence on channel bundling.
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A. Rising Retransmission Consent Fees

Regarding the first tactic, DISH must negotiate with local broadcast stations to retransmit
their signals to consumers, even though these same consumers are supposed to be able to receive
the broadcast signal for free over-the-air. The fee for this right is called the “retransmission
consent” fee. When the retransmission consent system was first implemented by Congress as
part of the 1992 Cable Act, satellite TV was not yet a competitive choice for consumers, and
cable operators had monopolies on pay-TV programming. It was mutually assured destruction
for a broadeaster and a cable provider not to reach an agreement on carriage rights. The cable
company needed the programmer’s content to have a compelling service to offer consumers; the
broadcaster needed the cable company, as the one distributor in town, to reach the largest
audienee possible.

In the years since the 1992 Cable Act, the laws governing retransmission consent remain
largely unchanged, but the market itself is decidedly different, There are now two satellite
companies offering service in every domestic TV market and competing with the incumbent
cable providers. In many of the country’s Jargest markets, there are also traditional telephone
companies, like Verizon, AT&T, and CenturyLink, that offer compctition to both satellite and
cable providers. Additionally, cmerging intcrmet streaming services (“over-the-top” services like
Netflix, Amazon Prime, Hulu, etc.) are becoming more and more popular. In contrast, the local
broadcast stations still enjoy a government-sanctioned monopoly within each Designated Market
Area (“DMA”). For example, there is only one ABC in Denver; one NBC in Cleveland; and one
CBS in St. Louis.

Broadcasters have taken advantage of these changes in the video services marketplace to

play video distribution companies against one another and demand exorbitant increases in
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retransmission consent fees. We are often seeing fee demands increasing by several hundred
percent every 3-year retransmission consent cycle. Between 2005 and 2015, retransmission
consent fees climbed an astounding 22,400 percent. If the price of other consumer goods rose
that fast, consumers would be priced out of almost everything—a dozen eggs would be nearly
$350, a large coffee would be over $400, and a gallon of milk would be over $700. SNL Kagan,
one of the most respected firms providing analysis of the TV industry, estimates that
retransmission consent fees will reach $10.3 billion by 2021, up from just over $1 billion in
2010.% And all of these fees are for TV that is supposed to be “free” to consumers over-the-air.

The broadcasters” disproportionate leverage is proven by the rising number of
programming “blackouts™ in which programmers take down their signal on the cable or satellite
provider’s network. In 2010, there were only 12 such blackouts. Just five years later, in 2015,
there were more than 180 of these blackouts. This translated into 12 million households—1 in 8
pay TV subscribers—that were affected by a TV blackout in 2015. These statistics do not even
include all of the near-misses, which are almost equally disruptive to our business since, as a
contract expiration approaches, the networks increasingly engage in the practice of “crawling”
misleading notices at the bottom of their channel feeds. These “crawl messages” intimate that
the distributor (not the broadcaster) is about to discontinue carriage and customers are
encouraged to call the distributor (not the broadcaster) to complain.

Blackouts inflict real injury on distributors, while barely leaving a mark on the

broadcasters. Of course, broadcasters know this. Calls to DISH service centers can double or

2 See Joe Flint, Retransmission Consent Fees to Hit $3.6 Billion in 2017, LA Times (May 25,
2011), http://latimesblogs.latimes.com/entertainmentnewsbuzz/20 1 1/05/retransmission-consent-
fees-to-hit-36-billion-in-2017.html.
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even triple leading up to and during a blackout, causing major disruption to our call centers and
regular customer service operations. And all of this happens because of a broadcaster-driven
“call to action” that is entirely based upon a false premise: DISH does not “take down™
programming. Rather, it is the broadcaster that withholds its consent for carriage, despite the
fact that DISH and other distributors offer to compensate the programmer for interim carriage at
whatever rates are ultimately agreed upon.

In short, broadcasters are 100% responsible for blackouts, and they unfortunately usc
consumiers as pawns in their negotiations with pay-TV companies. Worsening the harm to
consumers, broadcasters often time their expiration of retransmission consent agreements to
coincide with marquee programming events, such as the Super Bowl, NBA Finals, Oscars, etc.
At those times, of course, programmers have the most leverage to threaten consumer disruption.
If the broadcaster does not consent to carriage, DISH cannot legally provide that programming to
its customers.

Ultimately, the real victims in these one-sided retransmission consent contests are the
consumers who have had their programming putled by the broadcasters. Even when deals are
reached, retransmission consent fces are often several times what they were in the prior cycle.
This drives up the cost of providing TV service and, therefore, drives up customers’ bills.

B. Channel Bundling

Bundling demands by programmers are also causing higher prices for consumers.
“Bundling” in this context means programmers requiring a pay-TV provider to purchase, and
sell, groups of channels together, often including marquee programming together with less-
popular or niche channels. This is done whether or not a consumer actually wants everything in

that bundle. So, DISH has a choice: decline purchasing the bundles and fail to offer the

10
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programming that most customers desire, or purchase unwanted cable channels from a
programmer in order to access that programmer’s major network content and/or other highly-
rated channels. DISH often must choose the latter to offer a competitive programming lineup to
our customers, and it costs us. In conjunction with programmers’ common corollary demand
that their programming be carried on DISH’s most popular programming package, bundling
causes consumers to pay for programming that they simply do not want. Sports programming, in
particular, drives costs in this way. While sports are “must have™ programming for some
customers, other customers neither watch sports nor want to pay for them.

The practices detailed above collectively prevent DISH from creating the type of tailored
packages that best meet our customers’ needs and budgets and, in general, cause an enormous
amount of custonier pain. We have called on Congress and the FCC to update the broken
retransmission consent system to, among other things, stop blackouts, and address the anti-
consumer effect of forced bundling. These reforms would go a long way in moderating prices
for consumers and perhaps even lowering them.

V. Conclusion

DISH relentlessly pursues the best customer service practices possible to stay competitive
in today’s pay-TV market. Customer satisfaction directly drives the success of our business, and
we are always working to improve our systems and processes to provide a better overall
experience to our customers. On behalf of DISH’s 18,000 employees and millions of subscribers
across the nation, I thank the Subcommittee for this opportunity to discuss DISH’s customer

service program and the actions we take daily to deliver the best value to our subscribers.
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EXECUTIVE SUMMARY

As part of its investigation of cable and satellite television companies, the
Subcommittee reviewed how five companies—Charter Communications, Comcast,
Time Warner Cable,! DirecTV, and Dish (also known as “multichannel video
programming distributors” or “MVPDs")—identify and correct overcharges caused
by company billing errors.?

Each MVPD has millions of subseribers and generates millions of bills
annually. Each bill, in turn, containg a number of line items (e.g., a base television
package, an HBO subscription, a leasing fee for a set-top box), resulting in hundreds
of millions of line items a year.? Predictably, customer billing records do not always
match customer equipment and service records, meaning that some customers are
billed for items they have not ordered while others erroneously escape being
charged for services or equipment they use.

The Subcommittee reviewed how the MVPDs investigate and remedy these
billing errors, with particular focus on their efforts to make overcharged customers
whole. We found that the MVPDs vary greatly with respect to how they handle
billing overcharges.

First, throughout the time period examined by the Subcommittee, Time
Warner Cable and Charter made no effort to trace equipment overcharges to their
origin unless customers specifically asked them to and did not provide notice or
refunds to customers.

Second, other MVPDs have invested effort and resources to prevent
overcharges and provide refunds or credits to customers who have overpaid.
Comcast and DirecTV provide automatic refunds or credits to overcharged
customers, while Dish’s billing system is designed to prevent these types of
overcharges from occurring in the first place.

! During the course of the investigation, Charter acquired Time Warner Cable. Because it will take
years to integrate Time Warner Cable’s billing practices into Charter’s, we treat them as separate
entities for purposes of this report.

21In this report, we use the term “billing error” to refer to billing errors caused by flaws in MVPDs'
billing systems. Similarly, the term “overcharges” refers to an overcharge caused by this type of
error. These do not constitute the only type of billing error or overcharge a customer may encounter.
3 See Interview with Ernie Pighini, Comcast Senior Vice President and Controller (June 9, 2016)
(hereinafter “June 9 Pighini Interview”) (noting that Comeast has approximately 287 million discrete
“billing events” each year): see Letter from Michael Bopp, Counsel to Time Warner Cable. to
Senators Rob Portman and Claire McCaskill, at 2 (June 10, 2016) (“Any company that issues
millions of bills each month (with multiple service elements on each) inevitably will encounter some
errors....”).
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Third, based on data provided by Time Warner Cable and Charter, the
Subcommittee estimated how much Time Warner Cable and Charter have
overbilled customers nationwide.

+ Between January and April 2016, Time Warner Cable overbilled
customers nationwide an estimated $639,948. The Subcommittee
projects that, in 2016, Time Warner Cable will overbill customers
nationwide a total of $1,919,844.

» Charter has not yet completed the underlying work necessary to
determine how much it has overbilled customers. But it has informed
the Subcommittee that it overbilled customers by at least $442,691 per
month.

Fourth, the Subcommittee sought information about the number of customers
overcharged in Ohio and Missouri. Tune Warner Cable estimates that, in 2015, it
overbilled 40,193 Ohio customers a total of $430,393 and 4,232 Missouri customers
a total of $44,152. Time Warner Cable also told the Subcommittee that, during the
first five months of 20186, it overbilled customers in Ohio for 11,049 pieces of
equipment, totaling $108,221. Charter estimates that it has annually overcharged
approximately 5,897 Missouri customers a total of $494,000 each year. Charter
does not provide service in Ohio,

Fifth, as a result of this investigation, both Time Warner Cable and Charter
have taken steps to address these issues. Each month, Time Warner Cable
performs an audit comparing its billing records with service records. Going
forward, the company will provide an automatic one-month credit to anyone who is
identified in the audit as having been overcharged. Time Warner Cable will not,
however, investigate when it began overcharging customers unless customers bring
specific concerns to the company’s attention, nor will it provide a full refund dating
back to when the overcharge began. Similarly, Charter will provide customers with
a one-year credit for any equipment overcharges. Charter has also implemented
systemic controls that it says will prevent equipment overcharges in the future.

DISCUSSION

During the six and a half year time period covered by the Subcommittee’s
investigation, Time Warner Cable and Charter did not automatically refund or
credit customers for equipment overcharges they discovered. By contrast, Comcast
and DirecTV provided full refunds to overcharged customers, and Dish’s
sophisticated billing system is designed to prevent these types of issues from
occurring in the first instance.

* All five MVPDs have uniform policies with respect to undercharges. Each MVPD corrects the error
prospectively and does not attempt to bill customers retrospectively for items the MVPDs
erroneously left off their bills.
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I. Time Warner Cable and Charter Do Not Automatically Refund or
Credit Overcharged Customers.

Two MVPDs—Time Warner Cable and Charter—have procedures for
identifying overcharges and removing them from customers’ bills prospectively.
Neither company, however, has automatically provided full retroactive refunds or
credits for past overcharges. Instead, Time Warner Cable and Charter have
generally granted refunds or credits only upon customer request.

A. Time Warner Cable’s Policies and Practices.

To understand Time Warner Cable’s policies, the Subcommittee studied how
the company identifies billing errors. Each month, Time Warner Cable runs an
internal audit comparing its billing records to its equipment and programming
records.” Due to legacy acquisitions, Time Warner Cable has two separate billing
systems, called ICOMS and CSG, and it performs its monthly audit on both
systems.b Using data from the audit, Time Warner Cable’s Revenue Assurance
Department (a staff of seven people) generates a list of “inconsistencies”—instances
in which the company’s billing records do not match the company’s equipment or
programming records.?

If the audit shows that a customer has not been billed for equipment or
services that the customer has received, the company treats those inconsistencies as
undercharges and adds the appropriate charge to the customer’s bill going forward.5
Time Warner Cable does not attempt to retroactively charge the customer for
previous months in which that customer was undercharged.®

If the audit shows that a customer has been billed for equipment or services
that he or she does not have, the story is more complicated. In some cases,
customers agree to pay for equipment they do not actually have so that they can
receive a cheaper package price—for example, a consumer who wants only internet

® Interview with Erik Walder, Time Warner Cable, Senior Director, Accounting Palicy and Revenue
Assurance; Ray Remnarce, Time Warner Cable, Director, Billing Operations; Wendy Rasmussen,
Time Warner Cable, Vice President, Marketing Operations; David Baran, Time Warner Cable,
Group Vice President, Pricing and Promotion; Jeff Zimmerman, Time Warner Cable, Senior Vice
President and Deputy General Counsel; Mike Quinn, Time Warner Cable, Group Vice President and
Chief Counsel, Regulatory (May 11, 2016) (hereinafter “Time Warner Cable Refund Briefing”). Time
Warner Cable further explained that, until 2013, its “review process occurred at a regional level” but
that, “{ijn 2013, as part of an internal restructuring, the process was centralized and placed in the
Corporate Controller’s organization.” Letter from Michael Bopp, Counsel to Time Warner Cable, to
Senators Rob Portman and Claire McCaskill, at 3 (June 10, 2016).

& See TWC 17,668 (showing billing errors for ICOMs and CSG customers).

? Time Warner Cable Refund Briefing.

8 Id.

¢ Id.
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service might decide her cheapest option is a promotional package including both
internet and cable television. By participating in the promotion, the customer
agrees to pay a monthly rental fee for a set-top box but may instruct the company
not to provide her with that set-top box.1® In such a case, the customer’s billing
records will show a charge for a set-top box, but the customer’s equipment records
will show that he or she does not physically have a set-top box.!! Nevertheless the
charge 1s correct.

To weed out such examples from the audit results, Time Warner Cable
investigates each potential overcharge. In the example at hand, Time Warner
Cable’s subsequent investigation will show that removing the set-top box charge
would void the customer’s promotional offer and increase her total price—which the
company presumes the customer does not want.!? In such cases, the company will
conclude that the customer is being appropriately charged and will not adjust the
customer’s bill.!3 Time Warner Cable performs this type of investigation for all
potential overcharges. In April 2016, for example, Time Warner Cable identified
49,132 pieces of equipment associated with overcharges; of those 49,132 pieces of
equipment, 37,653 (approximately 77 percent) were not “correctable” overcharges
because they were associated with accounts participating in promotional offers. !4
Time Warner Cable told the Subcommittee that its billing-error rate for video
equipment is 0.07 percent.!?

Once Time Warner Cable identifies bona fide billing errors, it attempts to
correct them prospectively. It does so using a software program that enables mass
additions or deletions of charges from a large number of customer bills; the
company refers to the program as a “macro.” !¢ That macro, however, 1s prone to
errors. In some months, such as May 2016, the program crashes, and Time Warner
Cable is unable to correct any billing errors.l” When that occurs, depending on how
quickly the macro can be corrected, the company may wait until the next month to
run the program again.!® And even when the program does not crash, Time Warner

10 FCC regulations long-required cable companies to provide cable service using set-top boxes
equipped with CableCARDS and, even under recent regulatory reforms, cable operators have a
limited ability to provide television service without providing and charging customers for a set-top
box. Time Warner Cable informed the Subcommittee that it has invested in, and has begun rolling
out, technology that will enable it to provide television service without providing a set-top box.

1t See, e.g., TWC 17,678.

2 Time Warner Cable Refund Briefing.
3] Id‘

HTWC 17,668.

15 Time Warner Cable Refunds Briefing.
16 1d.

W Id,

®Id.
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Cable told the Subcommittee that its aim is to correct only 80 percent of billing
errors through the macro.19

Time Warner Cable does not attempt to trace billing errors to their origin and
provide a refund or eredit to overcharged customers for the total amount they have
overpaid.20 Instead, Time Warner Cable provides only a partial credit for the
month in which the error was discovered. Customers must call the company to
request a refund or credit to make up for overcharges from previous months 2! As
the graphic below shows, Time Warner Cable does, however, provide its customer
service representatives with notice that customers have been overcharged and
instructs them that the company “can offer customer credits on request.” But the
company does not alert the customers themselves of the possibility (indeed, the
likelihood) that they have been overcharged on past bills.

&2

TV Service Adjustment — Carolinas, Midwost, Northeast
A recent account raview identified a billing error with TV service on approxmately 18,000 customer accaunts in

HCOMS markets. These customers have baen overbiffed for modam and CableCARD equinment. We will remove the i
additicnal dems from custorness’ accounts as soon as they are identdfied. We can offer customar crediis on request ?

To determine the full scope of this problem, the Subcommittee requested data
concerning the number of overcharges and the associated dollar amount. The chart
below shows Time Warner Cable's nationwide losses and gains resulting from
undercharges and overcharges between January and April 2016. It shows that
Time Warner Cable overcharged customers $639,948 and undercharged customers
$3,595,498. Based on the data below, the Subcommittee estimates that. for 20186,
Time Warner Cable will overbill a total of $1,919.844.

12 Id.
20 Id,
2t Id.

ot
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Month Actual Potential Estimated

Undercharges QOvercharges Correctable

Overcharges
Jan. 2016 $909,157 $742,746 $170,832
Feb. 2016 $959,564 $707,036 $162,618
Mar. 2016 $852,784 $736,501 $169,395
Apr. 2016 $873,993 $596,098 $137,103
Total $3.595,498 32,782,381 $639.948

Sources: TWC 17,686, 17,687.

The Subcommittee also requested information about overcharges to Ohio and
Missouri customers. In response, Time Warner Cable produced data from 2015 and
2016. Time Warner Cable estimates that, in 2015, it overbilled 40,193 Ohio
customers for a total of $430,393.22 It estimates that it overbilled 4,232 Missouri
customers for a total of $44,152.23 As shown below, the company also provided data
showing Ohio overcharges in the first five months of 2016. Those figures show that
Time Warner Cable overbilled for 11,049 pieces of equipment, at a total of $108,221.

Month Pieces of Equipment Total Overcharge
Amount
January 2016 2,526 $24,087
February 2016 1,998 $19,711
March 2016 2,460 $24,489
April 2016 2,110 $20,757
May 2016 1,955 819,177
Total 11,049 $108,221

Source: Letter from Michael Bopp, Counsel to Time Warner Cable, to Senators Rob
Portman and Claire MeCaskill, at 2 (June 16, 2016).

Time Warner Cable defends its policy on the ground that it is efficient. Going
through months of customer bills to identify overcharges would be costly and time
consuming, the company argues. The company also claims that the customer is best
positioned to notice an overcharge and bring it to Time Warner Cable’s attention.24

The Subcommittee’s industry-wide review, however, casts considerable doubt
on Time Warner Cable’s belief that remedying past overcharges is infeasible. As
described below, Comeast’s method of identifving overcharges is substantially

22 Letter from Michael Bopp, Counsel to Time Warner Cable, to Senators Rob Portman and Clairve
MeCaskill, at 2 (June 20, 2016).

= Id.
21 Time Warner Cable Refunds Briefing.
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similar to Time Warner Cable's—but unlike Time Warner Cable, Comcast takes the
additional step of determining how long a customer has been overcharged and uses
that information to grant automatic refunds or credits to customers.

In short, during the time covered by the Subcommittee’s investigation, Time
Warner Cable made no effort to trace the billing error to its origin; did not notify
customers of identified overcharges so that customers might determine when they
began and request a refund; and did not provide a full refund for the month in
which the overcharge was detected.

B. Charter’s Policies and Practices.

The Subcommittee also discovered that Charter’s practices for identifying
and correcting overcharges have been substandard. According to Charter, prior to
August 2015, the company did not run any systematic audits to reconcile its billing
records with equipment records. Charter’s failure to perform regular audits means
that overcharged customers could not even receive a prospective correction of their
bill unless they noticed the problem themselves and contacted Charter. Beginning
in August 2015, however, Charter began taking steps to identify equipment
overcharges currently on its system. Charter will complete that process in June
2016.25

Charter informed the Subcommittee that it utilizes several procedures to
ensure that customers are properly billed, including for equipment. First, Charter
has implemented systemic controls to ensure that employees do not add or delete
services or equipment from a customer’s account without triggering a corresponding
change to the customer’s billing record.26 Charter developed these controls to
minimize human error during the order entry process. The Subcommittee
discovered that Dish has used a comprehensive set of similar controls since it was
launched in 1996.27

Second, Charter’s Billing Quality Assurance team, which comprises 21
employees, samples bills to ensure accuracy.?® As explained to the Subcommittee,
Charter sometimes changes its bill (e.g., in how it groups charges), and the Billing
Quality Assurance team is tasked with reviewing applicable bills to ensure that a
billing change has not introduced mass errors into customer bills.?® The Billing

% Ta be clear, Charter has identified certain service overcharges and corrected those overcharges
retroactively. For example, in October 2015, Charter identified a systemic issue with certain digital
receivers which caused approximately 50,000 subscribers to be charged for Video-On-Demand
content that they may not have purchased. Charter notified the affected customers and credited
their accounts.

2 Interview with Mike Ciszek, Charter Vice President, Billing (May 25, 2016).

¥ See infra Part I11.C.

# Interview with Mike Ciszek, Charter Vice President, Billing (May 25, 2016).

29 Id
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Quality Assurance team also reviews a random sample of bills to check for
additional systemic errors that should be corrected.?® The team is unlikely,
however, to detect one-off errors, including when customers are overcharged for
equipment or programming.

Third, beginning in August 2015, Charter undertook what it calls a
“controller reconciliation,” in which the company has begun to reconcile its billing
records with equipment data from its 35 “controllers” throughout the country.3!
Controllers are pieces of equipment that communicate with set-top boxes to support
the delivery of video services by activating or deactivating the set-top box. They
hold equipment information at a single point in time but are not designed to be a
reporting tool and do not store historical data. As a result, account history and
reporting information is unavailable through the controller. Despite these
limitations, Charter can send a signal from its billing system to its controllers and
identify each set-top box operating on a customer’s account and the associated
authorized services. Charter treats that data as the definitive source of what
hardware is actually in use by each account and what services are authorized.32

To date, Charter has completed its controller reconciliation for 27 of its 35
controllers.? Charter will finish that process for the remaining eight controllers in
June 2016.31 So far, Charter has identified approximately 11 million set-top boxes
in use.?¥ Charter told the Subcommittee that the dollar amount associated with
overcharges was $442,691 per month.* Moreover, Charter told the Subcommittee
that its controller reconciliation had identified 5,897 Missouri customers who were
overcharged,37 for an annual value of approximately $494,000.38 But because the
controllers do not store historical data, Charter says it is unable to estimate the
total amount of revenue it has generated from equipment overcharges.

Fourth, Charter has instituted a daily systemic reconciliation of equipment
charges with equipment in use. That daily reconciliation identifies all customers
whose equipment charges exceed the number of pieces of equipment on the
customer’s account. The company then removes any excess set-top box charges from

50 I,

3 Each of Charter's 35 controllers correspand to a particular coverage area. For example, Charter
has a St. Louis controller that is used to communicate with customers’ set-top boxes located in 20
Migsouri municipalities. Charter 40,187.

3 Interview with Mike Ciszek, Charter Communications, Vice President, Billing (May 25, 2016).
33 Email from Brian Benczkowski, Counsel to Charter Communications, to PSI (June 8, 2016).

3 Id.

% Interview with Mike Ciszek, Charter Communications, Vice President, Billing (May 25, 2016).

% Letter from Brian Benczkowski, Counsel to Charter Communications, to Senators Rob Portman
and Claire McCaskill, at 2 (June 10, 20186).

" Id.
14,
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the customer’'s account via an automated process. According to the company, that
process should prevent all equipment overcharges in the future.

Charter explains that it was not able to conduct further investigation into
how long customers had been overcharged because its controllers do not
automatically and continuously log the equipment in use.3? Nonetheless, the limits
of the controller data do not mean that Charter is powerless to identify how long a
customer has been overcharged and nothing prevents Charter from reviewing
affected customers’ bills and equipment records to identify when a charge appears.

* k%

1t is possible for both Time Warner Cable and Charter to do better by their
customers. As discussed below, other MVPDs have implemented practices that
either (1) use brute manpower to identify how long a customer has been
overcharged and automatically grant a refund or credit or (2) do more to minimize
mismatches between billing records on one hand and equipment and programming
records on the other.

II. By Contrast, Comeast, DirecTV, and Dish Automatically Grant
Credits or Refunds to Overcharged Customers.

By contrast to Time Warner Cable and Charter, Comcast and DirecTV
provide automatic refunds or credits to customers who have been overcharged by
their billing systems, while Dish’s billing system is designed to prevent these types
of overcharges from occurring in the first place.

A. Comecast’s Policies and Practices.

During the course of a year, Comecast processes approximately 35 million
“transactions,” constituting approximately 287 million “billing interactions”40—the
total number of line items billed to Comcast customers.

Comcast informed the Subcommittee that it has never relied solely on
customers to detect system overcharges and trigger the need for refunds or
credits.*! Instead, Comcast uses an audit process similar to Time Warner Cable’s—
except that, once Comeast identifies an overcharged customer, it takes steps to
identify how long the customer has been overcharged, notify the customer, and
automatically apply a credit or provide a refund to the customer’s account. Using a
program calling Lavastorm CPE, Comcast compares its billing records to its

39 Id.

¥ Letter from Reginald Brown, Counsel for Comeast Corporation, to Senators Rob Portman and
Claire McCaskill, at 1 (June 21, 2016).

it Interview with Ernie Pighini, Comcast Corporation, Senior Vice President and Controller (May 10,
2016) (hereinafter “May 10 Pighini Interview”).
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equipment and programming records to identify mismatches.4? Historically,
Comcast performed these checks on a monthly basis, but starting in late 2015, it
began to perform these checks on a weekly basis, in order to maintain more
accurate billing records.?3 Comcast believes that its billing-error rate is 0.3
percent.4 Once Comcast has identified mismatches between billing and equipment
records, it investigates each individual mismatch to determine if the customer has
been improperly billed.* Comcast has several groups of employees responsible for
conducting those investigations, including a team of 20 emplovees who work in
Revenue Assurance at Comcast’s Philadelphia headquarters and additional
employees scattered across the country who perform similar functions. In
addition, Comcast’'s West Region has approximately 40 employees dedicated to
investigating instances of undercharging and overcharging.47

After weeding through the list of billing mismatches, Comcast then corrects
customers’ bills. Like the other MVPDs, Comcast corrects undercharges
prospectively but does not impose retroactive charges on customers.®® In the case of
overcharges, Comcast takes an additional, resource-intensive step that Comecast
described as a “challenge.”#® For each overcharge, groups of Comcast employees use
customer billing, service, and equipment records to determine how long the
customer has been overbilled.3¢ Once it has that information, Comcast
automatically applies a credit to the affected customers’ accounts.

B. DirecTV’s Policies and Practices.

DirecTV uses a substantially different method of identifying and correcting
billing errors than its competitors. Instead of conducting regular audits, employees
in DirecTV’s Revenue Assurance Department use a commercial off-the-shelf
software product called SAS Enterprise Miner to develop and implement business-
analytics tools that continuously search for billing errors.5! DirecTV says its
ultimate goal is to identify and correct errors before bills are sent out, obviating the

2 June 9 Pighini Interview.
13 I

# Letter from Reginald Brown, Counsel for Comeast Corporation, to Senators Rob Portman and
Claire McCaskill, at 1 (May 2, 2016).

5 May 10 Pighini Interview.

% Id.; June 9 Pighini Interview,
#7 May 10 Pighini Interview.

8 Jd.

48 June 9 Pighini Interview.

50 7d.

# Interview with Kent Mader, AT&T, Inc., Vice President, Customer Risk Management (June 10,
2016).

10
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need for it to take further action, but it also uses these tools to identify and correct
errors on past bills 52

When DirecTV identifies past billing errors, it uses a macro to fix the error.
Like the other MVPDs, DirecTV corrects undercharges prospectively only.3 When
DirecTV identifies an overcharge, it uses a macro to correct the error prospectively
and then uses its business-analytics tools to determine how long customers have
been overcharged.’ DirecTV told the Subcommittee that it goes as far back as
necessary to determine how long the customer has been overcharged.?s In some
cases, DirecTV has granted credits worth thousands of dollars.5¢

DirecTV’s Revenue Assurance Department consists of 12 employees, who are
tasked with detecting flaws in the logic of DirecTV’s billing system that can lead to
billing errors and implementing business-analytics tools to detect those flaws.57
According to DirecTV, Revenue Assurance employees accomplish this task using
several techniques: When DirecTV rolls-out new offers for customers or otherwise
changes a billing practice, Revenue Assurance employees study the changes being
made, anticipate what could go wrong, and implement analytics tools to detect
potential problems.? The Revenue Assurance Department also notifies the division
of DirecTV responsible for fixing the problem. In addition, Revenue Assurance
employees interact with employees from all over the company regarding billing
errors and implement analytics tools to identify those problems.60

C. Dish’s Policies and Practices.

Like DirecTV, Dish does not rely on regular audits to identify and remedy
billing errors.6! Instead, Dish’s billing and provisioning systems (which Dish
employees use to add or remove equipment and programming from an account) are
linked, meaning that any changes to a customer’s equipment or programming are

52 Id.

58 Id.

5 1d.

55 Id.

56 DirecTV 94,676.

% Interview with Kent Mader, AT&T, Inc., Vice President, Customer Risk Management {(June 10,
2016).

58 Id.

59 I,

60 Id,

o' Interview with Shannon Picchione, Dish Network, Vice President, Billing and Credit Operations
(June 9‘. 2().}6). One possible exception is that Dish regularly monitors customers’ credit balances to
determine if a customer is accruing a large positive balance. When Dish identifies a customer with a

large credit balance, it credits the customer’s account and contacts the customer to inform him or her
of the situation.

11
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automatically reflected on the customer’s bill.62 According to Dish, it is impossible
to add or remove equipment without altering the customer’s billing records.63

Dish provides each customer with one free “receiver’—Dish’s term for the
equivalent of a set-top box—and charges $7.00 to $15.00 per month for each
additional receiver a customer has.%¢ That is the only equipment charge. Dish’s
system will only send a television signal to receivers that have been “activated,”
which happens as part of the installation process.%® Once a receiver has been
activated, the customer’s billing information is automatically updated to reflect that
addition.®% That system ensures that no receiver is added to a customer’s account
unless it has been activated.

Dish customers return their receivers by mail, Dish provides a packaging
label so that it can track the receiver once it has been mailed. When the receiver
returns to the Dish warehouse, an employee scans the barcode on the receiver,
which removes the receiver from the customer’s provisioning records and, in turn,
from the customer’s hill.s?

Dish informed the Subcommittee that its billing and provisioning systems
have been linked in this way since the company was launched in 1996.68 As a
relatively new market entrant—at least compared to the incumbent cable
companies—Dish has enjoyed the benefit of more advanced billing and provisioning
software throughout its history, enabling it to create a billing system that simply
avoids many of the billing errors some of its competitors must confront on a regular
basis. But Dish has also invested substantial resources in keeping its systems up-
to-date: It spent many millions between 2009 and 2011 to upgrade its billing
system.9

% k%

All MVPDs make billing errors, but unlike Comcast, DirecTV and Dish, Time
Warner Cable and Charter have failed to provide refunds or notice to overcharged
customers. Although both Time Warner Cable and Charter point to technical
limitations that make it difficult to determine how long a customer has been

62 Id.
8 Id.
54 Dish 6,596.

% There are two ways to activate the receiver. First, a Dish technician can scan a barcode on the
receiver. Second, the customer can provide the receiver’s serial number to a customer service agent,
who enters the serial number into Dish’s provisioning system.

% Interview with Shannon Picchione, Dish Network, Vice President, Billing and Credit Operations
(June 9, 2016).

1 Id.
58 Id.
9 Id.
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overcharged, their competitors’ systems demonstrate that it is possible to
implement more effective policies.

III. Actions Taken as a Result of the Subcommittee’s Investigation.

As a result of the Subcommittee’s work, both Time Warner Cable and
Charter have changed some of their policies for handling overcharges.

As explained above, each month Time Warner Cable performs an audit to
find overcharges. Going forward, the company will provide an automatic one-month
credit to all customers for each piece of overbilled equipment or service. Time
Warner will not investigate when it began overcharging those customers unless
customers bring specific concerns to the company’s attention. Nor will the company
automatically provide a full refund dating to when the overcharge began. But the
company’s new policy will at least provide customers with notice that they have
been overcharged, making it easier for overcharged customers to determine whether
they should request a larger credit or refund.

Charter has decided to give its customers a one-year credit for any equipment
overcharges. In addition, Charter has implemented systemic controls that it claims
will prevent equipment overcharges in the future. Although neither Time Warner
Cable nor Charter’s new policies represent complete solutions to the problems
highlighted during the Subcommittee’s investigation, they are a first step toward
ensuring that they credit or refund customer overcharges.

13
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Millions of Americans rely on their cable or satellite tefevision provider to defiver news, entertainment,
and other television programming. However, many customers are deeply dissatisfied with their cable and satellite
television praviders.

This report focuses on customer service and billing practices at three of the largest cable and the anly two
satellite television providers in operation when the Subcommittee’s investigation began in 2015: Comcast
Corporation {Comcast), Time Warner Cable Inc. {Time Warner Cable), and Charter Communications, Inc. {Charter),
AT&T Entertainment Group {DirecTV) and Dish Netwark Corparation {Dish}. At the end of 2015, these companies
coliectively had mare than 71 million subscribers. This represented about 72% of alt American households that
paid to receive television programming and more than 53% of afl American households.

Many cable and sateliite customers have been frustrated by the cost and complexity of their bills. This report

reviews four of the most frequent areas of complaint related to billing for new and current subscribers: (1) the
initial pricing, {2) expiring promotions, {3} additional fees and changes, and {4} price increases. This report also
reviews the adequacy of the cable and satellite providers’ efforts to explain their billing practices to customers.

Compounding customers’ frustration was the rising price for cable and satelfite. All of the companies in this
investigation have increased their prices since 2011, with the cost of some packages increasing by as much as
33%. While all of the providers notified customers of upcoming price increases, this notification was not always
effective. A 2013 internal DirecTV study found that the provider’s notices were only effective at alerting 16% of
subscribers that prices would increase.
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Beyond pricing, customer service remained a problem for the cable and satellite industry. Our investigation found
that customers faced difficuities getting their problem resolved by their cable or sateflite provider. In December
2015, for instance, 40% of a sample of customers who cailed Comcast with a billing problem were unable to
resalve it on the first call, in December 2014, DirecTV found that 36% of caliers contacting the billing department
were unabte to fuily resolve their issue. Charter noted that approximately 20% of cailers were not able to solve
their problem on the first call. in addition, based on 2015 customer survey data provided by Time Warner Cable,
only 42% of customers agreed that Time Warner Cable “has the ability to resolve your problem on the first call.”

in addition, when customers called about a problem, they had to listen to sales tactics. For example, when Time
Warner Cable customers called to ask about price hikes, the company labeled it as an “opportunity” ta upselt
thermn, and advised agents, “{t]he price adjustment brings with it an opportunity to upsell customers.” Regardiess
of the reascon that customers may have cafled, Comcast told its employees to “uncover ‘hidden’ needs” of their
subscribers for additional services. Upselling annoyed enough customers that Dish instructed its agents to note
when subscribers ask never to e upsold. However, but for the case of certain excepticns, such as customers
caffing in with service problems, most Dish agents were required to upsell on every call—even when customers
have rejected an initial upself on a previous call. Cable and satellite providers expected that customers would be
frustrated, and devated a considerable amount of effort into training thelr customer service representatives to
interact with customers who are surprised and upset by the high price of their service.

Finally, when customers decided that they wanted to cancel their service, they faced difficulties in doing so.
Rather than simply discannecting the service online, customers must either visit a retail store or call and speak to
acompany’s “retention” agent. As stated in a Time Warner Cable training document, the goal of the retention
agent was to “do the opposite of what the customer is calling for. If the custemer is calling into cancel, your goal
is to not cancel the services! And if the customer wants to lower the bill, you're going to try to avoid that, and
perhaps even raise the bilf” All of the companies in this review trained their retention agents to foflow a similar
process, which included: {1} asking probing questions to determine how customers use their service and why they
want ta cancel; (2) proposing “solutions” to address the customers’ stated reascns for canceling their service; and
(3) overcoming objections from customers wha do not want to answer questions, or who do not accept the
proposed solution.

Cable and satellite providers trained their retention agents to continue the probing process after customers have
indicated they do not want to answer questions and simply want to disconnect their service. For example, Time
Warner Cable, DirecTV, and Dish had their agents practice overcoming objectians from customers like, “Please
disconnect me today. | don’t want to ga into detail,” and “Just cancel the service.” Prolonging the process,
retention agents made repeated offers to keep custormers. Dish and Charter indicated that after a customer has
objected to an offer twice, agents should start the process aver; however, Charter added that, “fwle will not need
to start from square one, but we will need to overcome hesitations before moving to an agreement.” After
meeting with the Subcommittee, Comcast stressed to its retention agents that its policy allowed them to stop
trying to “save” the customer if the customer refused or became upset by a retention agent’s request to ask the
customer questions about their decision to disconnect.
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Customers attempting to save meney by downgrading or dropping a service from their package were often
routed to the same retention agents. Cable and sateliite providers trained their retention agents to minimize
downgrades and the associated loss of revenue by following a step-down process in which the offers made to the
customer progress in a stair step fashion, with the offer that has the greatest financial impact on the provider
made last. However, in the case of Time Warner Cable, some agents claimed that the offer made is the best price
“at that time,” despite the fact that lower offers were available.

Cable and satellite providers have acknowledged the need to improve their customer service, and provided
information to the Subcommittee regarding their efforts to identify and address customer pain points and
imprave the customer experience.

Millions of Americans rely on their cable or satelfite television provider to deliver news, entertainment,

and other programming.* These providers are known collectively in the cable and sateflite industry as
“multichannel video programming distributors” {often referred ta as “MVPDs”). They range in size from large
companies such as Comeast and DirecTV, which have millions of subscribers, to local cable operators that may
anly have a few hundred subscribers. While cable and sateliite providers are often colloguially referred ta as
“cable companies,” in industry terms a “cable operator” specifically refers to a company that provides
programming via coaxial or fiber optic cable. Satellite providers use satellite signals to provide programming.
While this report focuses on the television programming offered by cable and satellite companies, the companies
also provide internet, telephone, and sometimes home security services.

Atthe end of 2015, three of the largest cable companies and the only two satellite companies collectively had
more than 71 million video subscribers. This represented about 72% of all American households that paid to
receive television programming and more than 53% of ali American households. See Figure 1.

Even though millions of Americans subscribe to cable and satellite providers, they are deeply dissatisfied with
their praviders. The most recent American Customer Satisfaction Index {ACSI) survey found pay television service
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scored second-to last in customer satisfaction out of the 43 industries it studies.? This 2016 survey, which was
based on poliing 70,000 consumers, also found that while customer service in the cable and sateliite industry as a
whale had improved slightly from the year before, there was no other place to go than up. The previous 2015
survey found that the pay TV industry tied for the lowest score out of all 43 industries it surveyed.?

Other polls confirm that Americans have an unfavorable opinion of the customer service provided by their cable
and satelfite providers. in 2015, a Consumer Reports survey found that 20 out of 24 cable providers received the
lowest score possibie and stated that “along with death and taxes, lousy cable service seems ta be one of life’s
certainties.”? Comcast, Time Warner Cable, and Charter all rated near the bottom of these survey results.” in
2016, another survey of 10,000 consumers found that more than 20% of consurners who had interacted with TV
providers reported having a bad experience during the previous six months, the highest level of any industry.
Comcast and Time Warner Cable had the highest levels of consumers reporting bad experiences among cable and
satelfite providers.” Finally, in 2015, Comcast, DirecTV, and Dish were all listed on 24/7 Wall Street’s “Hall of
Shame,” a list of the 10 companies with the worst customer service ratings based on a survey of 1,500 American
aduits.® According to the survey, high prices and poor customer service were the biggest consumer complaints.®

* American Customer Satistaction Index. A0S Telecopmunicasions Report 2016 (onfine at hrpifwwsy thesest.orginews-and-
. r1s-2016/acsiAc 3 report-2016),

resour & r-satisfaction-reports/

}ACSI Telecam Report Shenes Competitive Indusivies Have Higher Casioner Satisfiction, FIERCE CABLE (June 1, 2016) (online at

sesiacsi-telecom-repart-shows-competitive-industrice-have-higher-costomer-satis). the last place in

httpriiwwaw figreecab

2016 helongad fo intemat service providers, some of whont are afso television providers

* Brad Tuttle, Ever forr Cable TV, These Customer Satisfuction Ratings are Hoprible, Tivi (May 29, 2015) {online at

-ly-ratings-internet).

® New Temkin Growp Research Shonss that Consumers Have Most Sud Experiences Hith 4
and FSBC, MORNING STar {Mar. 30, 2016} (online at https:/
wire/PRNew: i
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* Customer Servive Hall of Shame, 247 WALL STREET (Inly 23, 2013) {online at ht
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Cne of the most widely used measures of customer satisfaction is a Net Promoter Score, or NPS. Essentially, a
positive NPS indicates that a customer would recommend the service or product to a friend. A negative NPS
indicates that 3 customer would not—or would even dissuade a friend from purchasing it. The more effort it takes
a customer to deal with a problem, such as multiple calls to the company, generally poor customer service, or an
ultimately unresolved issue, the lower a company’s NPS score.!* Using data for 2015, the most recent year for
which the Subcommittee has access to information for all companies, all of the investigated cabie providers had a
negative NPS.™ Dish had a positive score for new and éxisting customers®® and DirecTV had a positive score for
new customers'’ but a negative score overall.’®

Although cable and sateflite companies have troubling scorgs in'customer satisfaction rankings, they note that
most of the miltions of interactions with customers are satisfactary. For instance, Charter stated that “To be
clear, not all or even most of the calls received by Charter can be'characterized as customer ‘complaints.”” Time
Warner Cable’s measures its customers” satisfaction through automated surveys. 87% of customers gave Time
Warner Cable an 8, 9, or 10 {with 10 being the most satisfactory} through the third quarter of 2015.%° Comcast
noted that “..the company services roughly 27 million customers and receives more than 1 million customer calls
in a given day across the country. Issues that arise with even a very small percentage of these interactions will

still constitute a sizeable raw number if viewed in isolation.?®

Given the importance of cable and satellite television providers to millions of Americans and the
frustration that many of them experience as customers, the Subcommittee began an investigation of the
consumer practices at three of the largest cable and the only two satellite television providers in operation at the
time the Subcommittee’s investigation began in 2015: Comcast Corporation {Comcast}, Time Warner Cable inc.

{Time Warner Cable}, and Charter Communications, inc. {Charter), AT&T Entertainment Group {DirecTV} and D
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Network Corporation {Dish}. During the course of the investigation, Charter acquired Time Warner Cable, but the
two entities will be treated separately for this report.%* AT&T, which operates a video provider known as AT&T U-
verse, acquired DirecTV during the investigation.

As part of its 13-month investigaticn, the Subcommittee received information and documents from Comcast,
Time Warner Cable, Charter, DirecTV, and Dish. The Subcommittee reviewed documents regarding past and
current polivies related to customer service, price and fee increases, disclosures provided to consumers, retention
and downgrade call handliing, as well as data related to price increases, customer service spending, the margins
made on fees, customer compilaints, churn, and satisfaction. Many of the documents provided by the cable and
satellite companies that described customer complaints and dissatisfaction were generated by these companies
in an effort to improve customer service. Uitimately, the Subcommittee received more than 93,000 documents
and conducted dozens of follow-up interviews to better understand the documents provided.

The Subcommittee interviewed cable and satellite providers regarding customer complaints, policies related to
call handling of customer service requests and requests to disconnect or downgrade service, the establishment
and underlying cost basis of fees added to customer accounts, company policies for disclosing price increases and
promotional price rofi-offs to customers, and the extent to which companies provide refunds to customers they
have overcharged or who have a credit on their account when they terminate their service. The Subcommitiee
also interviewed customer service and retention representatives from the companies to gain an understanding of
how customer service agents apply policies that govern their interactions with customers. Additionally, the
Subcommittee interviewed local and federal regulators that interact with cable companies, as well as consumer
advocacy groups and groups that conduct consumer research, including the Federal Trade Commission {FTC) and
the Federal Communications Commission {FCC), as well as the National Association of Telecormmunications
Officers and Advisors, and focal regulatory officials from across the country. Finally, the Subcommittee also
interviewed consumer advocates and researchers about the cable and sateliite industry.

Many cable and satellite customers are frustrated by the cost and complexity of their bills. This section
reviews the four most frequent areas of complaint related to billing for new and current subscribers: {1) the initial
pricing, (2} expiring promotions, {3} additional fees and charges, and (4} price increases. This section also reviews
adequacy of the cabie and satellite providers’ efforts to explain their bitling practices to customers.
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Promaotional Pricing

One common complaint feveled against cable and satellite providers was that they did not adequately
disclose the price of their service in advertising or at the peint of sale. For example, in 2014, 23% of DirecTV
subscribers who responded to a survey reported that they felt misied during the sign-up process.?? Of the
customers who felt they had been misted, 37% of complaining customers felt that DirecTV customer service
representatives misled them during their sign-up phone call.2* Simitarly, in 2012 and 2013, as part of an effort to
improve its customer service, Comcast reviewed data concerning “escalated complaints” — complaints that had
been elevated beyond the customer service representatives and supervisors related to billing errors— and found
that, in 10% of such complaints, customers reported they had been quoted the wrong price at the time of sate.?
Ouring the timited periods surveyed in 2012 and 2013, as many as 30% of the customers whose complaints
related to billing errors were escalated stated that a Comcast representative had quoted the wrong price.?®
Adding to this frustration and confusion, cable and satellite companies did not always immediately infarm
customers about the fowest price option available to customers.?® For example, customer service representatives
at DirecTV were told to only offer the lowest price option “if {they] will lose the sale,” as this package was only
used as an option for customers who were considering cancelling service.?” Similarly, customer service
represantatives at DirecTV, Time Warner Cable, Comcast, and Charter were instructed to first attempt to sell
customers higher priced packages before maving to less expensive options based on the customers’ reactions.*®
In some cases, the lowest price option was difficult for new custamers to obtain. For example, Charter did not
offer a basic package at all on its website, and customers clicking to see the available video packages on
Comcast’s website were nat shown the lowest priced options unless they click to see additional offers beyond

B DTV-PSI-0037314 - 315, Survey respondents could sclect several options refated to what they felt was misteading, £f.

L DirecTV also conducted a survey of its own service fechnicians about the most frustrating aspects of Direc TV for the customer,
“since ne one knows [the customer] better than [they dol.” Of the responses that identified problems with the call center experience {which
comprised 24% of sl responses. the most commonly cired fssue was that the call center had provided
“misinformationanisconununications on Sales Call” DTVAPSEG031926, avslides 2, 14, and 16
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those that appeared on the first screen.?® Dish, on the other hand, had two fevels of low pricing: one for new
customers which was advertised, and one for existing customers who were having trouble affarding their
service. ¥
Confusion When a Promotion Ends

As part of introductary promotions for new customers, many cable and satellite providers offered
introductory rates for the first year of service, and, in same cases, then provided a higher, but stifl discounted,
rate the second year of service > in such cases, the customer’s rate increased after the first year of service and
again after the second year of service,

{ {Dish] offered me a ton of discounts... Well, the discounts are over and Rl RRal I

/’

- SER%Y susscriBER®2

For instance, in one of Charter’s bundied service packages, the first year's rate was $89.97 per manth, and the
second year's rate was $109.97 per month. After that, the customer was charged $129.97 per month. After the
expiration of all discounts, the ultimate rate of the package could be up to 50% more than the initial prica.3® See
Figure 2.

Furthermore, customers were not always aware that the price would increase when their promaotion ended or
“rofled off.” When promotional prices were advertised by some cable and satellite providers, they were in large
eye-catching print, while the price that companies charge after the promotional price rolled off, or the “standard”
price, was often only included in the fine print.** See Figure 3. Regardiess of whether it was because the
difference between the promotional and standard price was not adequately disclosed at the time of sale or
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whether it was not prominently displayed in the advertising for the price promotion, the result was that some
consumers were often surprised and angry when they later learned that their programming package price had
increased after the first or second year.3®

FIGURE 21 PRICE INCREASES FOR CHARTER'S BUNDLED SERVICE PACKAGES, AS OF 2014%

SERVICES

STANDARD

riple Play

TV Select + Internet
+ Phone $89.97 $109.97 $129.97

TV Silver + Internet

+ Phone $109.97 $129.97 $149.97
TV Gold + Internet
e $129.97 $149.97 $169.97
TV Select $39.99 $59.99 $59.99
Vs
TV Siver $59.99 $79.99 $79.99
TV Gold $79.99 $99.99 $99.99

Cahle and satellite providers were aware that customers become frustrated when their promotional price or offer
ended 37 Internal analysis by Comcast, Time Warner Cable, and DirecTV all noted that promational roll offs led to
drops in customer satisfaction and commitment.>® DirecTV actually identified promotionat roll offs as the period

STWE_ 00001227,
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in which customers were feast likely to recommend DirecTV to others.? in addition, Comcast concluded that
“customers are at highest risk of churn {canceliation] at the time when they are rolling off their promotional
rate.”*® Tima Warner Cable referred 1o one period of high disconnects as a “hangover” from an aggressive
promotional period that ended.*! Dish observed that the price increase after the first year of a two-year contract
was the “biggest complaint customers have with the pay-tv industry,”*?

Offered a special cable pricing offer for 12 month contract—however, | have had sl

e N o iy with the pricing special,..”
@'Eimo

Warner )
~ . Cable SUBSCRIBER'

Cable and satellite providers provided some disclosure of promotion rol-offs prior to a bill change. Charter and
Time Warner Cable placed messages in their bill before and after a promotion ended with Charter sending letter
to customers whose bill would increase by more than $20 between five and seven days before their price would
increase.* Dish sends a message in the customer’s bill or e-bill as well as a notification en the customer’s set-top
box that displays a message that the promotjon is ending, while DirecTV inctudes a month by month count down
during each month of a promotion in the customer’s bill and follows up with a “what changed” notification on the
following bill.** Comcast disclosed the terms of promotions in its marketing materials, required its point of sale
agents to disclose that the customer will be receiving a promotional rate and what the price following the end of

T CHTR-MVPD-PSIO00 14780; COMC
DIV-PSE036978: DT

PSI-00612306; COMOCAST-PSL-0001 21 78: COMCY
PSLO036986; DTV-PSLG03659%,

SPSEOB0T2198 TWC_00004

#COMCAST-PSI-00012178, COM

PSE-O00I2 IR, TW

0001227 DEV-PSLO036978. DTV-PSI0036986: DTV-PSLO036309K

FDTV-PSE0036078: DPV.PSLO038U86; DTV-PSEAN690%
 COMCAST-PSE00012306.

HTWC_DOOOTUSA: TWC_D0007493,

HDISH-PSE201 5Nov-000425722 (" Keep in in minsd that the big
two-ye

E fatne customers huave with the pay-tv industry is that they sign 3
es afler the frst year,")

agreement, but thelr price ing

*TWC_00017616. This complaint. Hke others provided, is an examnple of one custamer’s experience, and is not intended w be
representative of all customers.

# Letter trom Michael 1. Bopp. Counsel for Time W.
Letter from Brian A, Benczkov
from Brian A. Benezkowski,

ser Cable, to Chalrman Portman and Ranking Member McCaskill (May 27, 2016):
ter, 1o Chairman Portman and Ranking Member McCaskill (May 17, 20161
“ownsel for Charfer, 1o Subcommitice (June 20, 2016,

ki, Counsel for Ch

mail

# Permanent Subcommitice on Investigations, Interview of Direc TV Costomer Service officials (May
Subcommitiee on Investigations, Interview of Dish Customer Scrvice officials {May 12 2016)

5. 2016); Sepate Pamanant

S11-



113

FIGURE 3: EXAMPLE OF PROMOTIONAL PRICING ADVERTISEMENT WITH FiNg PRINTS
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informed that this price will expire in 12 months, however, many customers are surprised by this change when it
happens.”*®

inoticed ... this month my bilt was high, so i looked more closely and noticed {'m being charged
aimaost $40 per month for NFL Sunday ticket. i haven't watched more than a day of footbat in
my fife, and | realize that this was fikely an automatic renewal for something | didn't redlize we
were given as o promotion when we sighed up. | aiso realize this is super typical of cable
companies and customers have {o be on fop of making sure they cancel this stuff, but in my
opinion that's really bad business. Rkl d e lae e Baiisiand afthough its [sic] probably a
good portion of your revenue, it's not honest... Anyway, | called in to cancelit jast night and |
wasn't able fo. Apparentt vt remove it from my
accounts,

~-DIRECTY susscriser®

Similarly, tn Dish’s training materials, they instructed customer service representatives that “[wlhen those credits
roli off, customers’ bills are going to go up anywhere from $14.59 to $44.99, depending on their service level.
Because these credits were given three months prior, customers could have forgotten that they got them and
when they see a farge increase in their bill, they may become escalated. This is where you come in.*%¢

in addition to promotional pricing, many cable and satellite providers offered free or reduced-price premium
programming--such as HBO, Showtime, and Starz-~to entice new or existing customers to add services to their
package. While these offers were clearly beneficial for customers, they could also cause confusion when
prometional programming disappeared and frustration when some programming was automatically renewed at
full price after the promotion ended.

Promotional offers could include free or reduced-price equipment, premium channels, gift cards, and other perks.
For example, in 2016 both DirecTV and Dish offered premium movie channels (HBO, Showtime, Cinemax, and
Starz) free for three months to new subscribers who purchased certain television packages and entered a two-
year service agreement. 5! Comcast offered new subscribers free Showtime for 12 months with the purchase of
bundled television and internet service.> Charter offered free digital video recorder {DVR) service for ane year
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with the purchase of a bundle.*® Time Warner Cable offered free HBO, Starz, and Showtime for 12 months with a
gualifying bundie* The practice of using intreductory offers was so comman that some companies provided
customer service agents a list of different introductory offers to offer customers, based on the type of service that

they were purchasing.®® See Figure 4.%

Package Price for 2 Years. GUARANTEED.

S5 Chanoels

FIGURE 4: Dist! PROMOTIONAL PACKAGE WITH ROLL 70 PAY PREMIUMS

While some offers disappeared from a customer’s bif} once a promotion ended, others required customers to cafl
their cable or satellite provider to cancel the service or be charged for subsequent months after the promotion
ended.”” The practice of requiring customers to affirmatively cancel a previously free service is known as “roli-to-
pay” pricing.*® Dish reserved “roll-to-drop” promotions ~ promotions that simply disappeared from the
customer’s account - for upset or at-risk customers directed to customer service agents in the company’s
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“Loyalty” division.*® Additionally, some contracts between premium programming companies and cable and
satellite providers required that roll to pay pricing for their programming be offered as part of a promotion. if a
cable or satellite provider did not adopt roll to pay pricing for that programming, they could face paying higher
prices.®

Some cable and satellite providers were aware of the confusion that the auto renewat of introductory offers
created, For example, DirecTV identified the auto-renewal of NFL Sunday Ticket as a major contributor to
increased cails in 2013 from customers who did not cancel in time ta receive a refund on the expensive package
of out-of-market National Football League games.®! Perhaps in response to this, in 2013, DirecTV employees
recommended that DirecTV provide customers with an onfine option to cancel NFL Sunday Ticket.®? DirecTV now
provides customers with more notice and additional time to cancel the service, and DirecTV assured the
Subcommittee that customers are able to cancel this service onfine and through the interactive voice recording
system.®® Similarly, promotional rolf offs were among Charter’s top escalated complaints in 2015 and 2016.
Although Charter had taken steps to address lack of customer awareness regarding expiring promational pricing,
it continued to identify instances where customers were not provided advance notice of promationat roil offs in
20165

Additional Charges and Fees

The prices advertised by many cable and satellite providers rarely include all charges, taxes, and fees,
which can lead to frustration and confusion when customers receive their bill. When customers are finished
ordering their cable or sateliite service, depending on the number of televisions that they want connected to the
service, the fees can make up over 40% of their bill before taxes.® Even adding one additional fee can grow a

customer’s bill substantially. 58

* Dish’s internal docunients note that rell-to-drop offors can only be made by agonty interacting with custonmers who are upset or at risk of
feaving Dish, DISH-PSIZ015Nov-00041 5374,

0 Senate Permanent Subcommitiec on fnvestigations. Interview of Dish Customer Service offiviats (May 12, 2016),
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Fees could include recurring charges for items such as programming, equipment, and high definition {HD} video
Others were one-time fees, such as an instailation or a repair-of-service fee. Cable and satellite companies also
included taxes and government-mandated surcharges.®” Because these fees were so numerous and were often
not included in promational and advertising material,*® they could lead to confusion among consumers who did
not understand the purpose of the fees they saw on their bill,

The Subcommittee reviewed how cabie and satelfite providers set the price of fees and found that they generally
used one of three approaches, depending on the type of fee:

additional HO set top box, $1.00 for the RSN fee, and $1.30 in the Broadeast TV surcharge). See Xfinity Home Page
{hpsdwwwoxtinity comyCeompovate/ Lears tCableddightateable hun) (accessed June 20, 20163 COMUAST-PSIONGT 03

A,
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Despite the differences in pricing, all fees and charges have the potential to cause confusion about what a
customer will pay each month,

Pass-Through Fees: Cable and satellite providers charged customers certain fees solely as a means of cost
recovery. To price these fees, cable and satellite companlies estimated the marginal cost of the fee to the
company and then passed it on to customers by dividing it by the number of their subscribers. Regulatory fees are
a classic example of a pass-through fee. Cable and sateliite providers charged regutatory fees to customers in
order to recover the cast of fees imposed on the providers by local, state, or federal regulatory authorities.”*
Regulatory fees can inciude franchise fees assessed by local franchise authorities, utility fees assessed by the
state, and annuatl fees coliected by the FCC. Providers could characterize state and focal taxes as regulatory fees.
These fees appeared on a customer’s bill on a monthly basis. Four of the five cable and satellite providers
reviewed by the Subcommittee set the price of their regulatory fees in order to pass through the company's
marginal cost to the customer, meaning that no part of the regulatory fees they charged generated profit for the

company.’? DirecTV only passes along taxes to the customer.”

Revenue-Generaling Fees and Services: The price of most fees was determined according to annual revenue
goals set by each cable or satellite provider and what the market would bear.”* This price structure may take cost
into account, but cable and satellite providers focused on supply and demand, pricing, offerings of competitors,
and revenue goals.”S As these fees were not pegged to the actual cost of the equipment or service they
represented, cable and satellite providers had the flexibility to increase or decrease the fees as they chose.
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Cable and satellite providers price a number of fees this way, including recurring fees for equipment and services,
as well as one-time fees for services like cable installation.

Equipment and Equipment Service Fees: Cable and satellite companies levied recurring monthly rental charges
for set-top boxes, digital converters, access to BD channels, DVRs, and adaptors, among other types of equipment

required for service.” See Figure 577

To access HD channels and DVR functions, some cable and satellite providers charged service fees in addition to
both the HD and/or DVR compatible receiver, All cable and satellite providers reviewed by the subcommittee
charged DVR service fees.”® Additionalty, Dish, Comcast, and DirecTV charged an HD fee, which averaged around
$10.7° For some providers the HD fee, which is disconnected from the cost of providing HD programming, was
often only charged to customers who did not ask to have the fee removed. Dish agents are trained to
immediately waive the HD fee for customers who complain about it.%¢
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Frsune 5: HD, DVR, anD ARS
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DirecTV consolidated the HD and DVR fees into a single charge for “Advanced Receiver Service” (ARS), introducing
it at $20.%° |n 2013 the fee was increased to $25.% Today new customers are charged $15 for the ARS fee while
existing customers whose accounts were created between February 9, 2012 and July 23, 2014 are charged 525
per month.® Similarly, Comcast customers paid a combined fee for DVR service.* Those who wished to purchase
DVR service had the HD fee folded in to their combined fee price of $19.95.%% While this fee was combined, it
could appear separately as HD and DVR service on a customer’s bill or jointly as the HDDVR service, depending on
the geographic area. While Comcast subscribers could not have DVR service without HD service, they could have
HD service on its own.® By comparison, in 2015, for services similar to those covered under DirecTV's ARS fee,
Time Warner Cable customers paid $12.99 for DVR service, Charter customers paid $11,99 in DVR service for one
box or 19.99 for up te four boxes, and Dish customers paid $10 or $15 for DVR service depending on the type of
DVR they had, with some Dish customers still also paying the additional $10 HD fee,

Instaliation Fees: Most cable and satellite television companies charged fees related to the installation of
services for new customers.? Like DVR and equipment fees, installation and activation fees were not always
pinned to a single cost or set of costs but were instead considered in the larger picture of overall revenue
production and customer willingness to pay.

These fees varied between cable and satellite providers but could alsa vary depending on a customer’s credit. For
example, DirecTV customers with lower credit ratings may have been required to pay a fee at the time of
installation, sometimes totaling $300, even when advertisements claimed a “Free DirecTV System.”®? This fee,
however, was nat presented to them as a fee based on their credit but as an opportunity because they “qualified”
far an offer.* Similarly, Dish customers who chose not to qualify with a credit card may have been charged a one-
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time fee of $100.% While some satellite providers like DirecTV sometimes allowed customers ta receive monthly
credits to recuperate the cost of these fees, these payments were in $5 increments and could take up to five
years to reimburse.® Other credit-hased fees, like DirecTV's $99 up-front credit-based fee, were non-
refundable.””

in addition to instaliation fees, Dish alsa charged new customers a separate “activation fee,” for “non-qualifying”
customers based on their credit rating designed to recover the cast of onboarding a new customer.%8 in the case
of Charter, these activation and installation fees could be confusing to customers because their description was
sometimes included in the fine print of their agreement.®

Protection Plans: Aimost all cable and satellite television providers had a “protection plan” or service plan, which
were fees assessed for an optional service that customers cauld purchase.’® Protection plans were simifar to
insurance in that they covered certain repair charges that occurred in the event of service or equipment failure,
For example, if a Comcast customer without a Comcast Service Protection Plan needed an in-home service call,
the customer would have been charged $37.15 for a service call, or “truck roll,” to fix the issue. X%t if the customer
had the protection plan, the customer would have been charged nothing for the service call, but would have been
paying the $5.95 monthly protection fee,?

Many customers may not need their protection plans. After a television provider set up service in a customer’s
household, the company typically made few additional service calls. ! in fact, for some television providers, only
a small percentage of customers ever needed service calls, 1%

Protection plans were so valuable to Dish that it instructed its agents not to remove them when trying to
accommodate customer reqguests’ to fower the monthly bifl. ' DirecTV customer service agents were instructed
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that the protection plan must be offered with every saie.!% Dish, on the other hand, offered their protection plan
as a free or reduced-price promotion that would "roll-to-pay” if the customer failed to cancel before their
promation ended.*”

Programming Fees: Programming fees were charged by four of the five cable and satellite providers reviewed by
the Subcommittee. Histarically, the costs of programming were included in the price of a customer’s package.
Over the past five years, however, cable and satellite providers began creating new line items on their bill for
broadcast and sports programming in order to charge customers for it in a way that did not affect the base price
of their programming packages.'®® Programming fees did not recover the entire cost of the programming
provided but attempted to recover a portion of increased programming costs. ™

Charter, Comcast, and Time Warner Cable charged 3 “Broadcast TV Surcharge” or similar broadcast
retransmission fee, and Comcast, Time Warner Cable, and DirecTV charged a “Regional Sparts Network” (RSN}
fee."% The broadcast retransmission fee and RSN fee may have appeared to be cost pass-throughs, but they were
not. They were a portion of programming costs that providers chose to characterize as fees, Broadcast
retransmission fees reflected the cost to the cable company of carrying locat broadcasters such as ABC, CBS, and
NBC."* RSN fees applied to customers with packages that included regional sports networks such as Fox Sports
Midwest and Sports Time Ohio.'?

Cable and satellite providers began implementing these fees around 2012, starting them out at relatively low
rates such as $1.35 (Charter} per month for a broadcast retransmission fee or $3.00 {DirecTV} for a RSN fee 13
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Today some of these fees have increased substantially, with broadcast retransmission fees costing as much as
$6.05 {Charter} and RSN fees as high as $5.64{DirecTV),*"* See Figure 6.1

This chart reflects the total of any RSN fee and any Broadcast TV Fee {or “retransmission fee”} imposed by each
provider from 2011 to 2015. Not all providers charged both fees. Dish did not charge either a RSN fee or a
broadcast fee from 2011 to 2015. The Subcormmittee requested that each company provide the amount charged
for each fee during the years in question. In cases where the company provided a range {e.g. Cormncast’s Broadrast
fee jn 2014 ranged from $0.40 - $1.50} the chart reflects the midpoint of that range (50.95 for Comcast in 2014).

RSN and broadcast retransmission fees are particularly irksome to customers because they are often unavoidable.
When cable and satellite providers charge broadcast retransmission fees, these fees are charged to alf customers
in all packages. ™% RSN fees on the other hand, can vary from region to region because not every geographic

FIGURE B: INCREASING RSN AND BROADCAST FEES
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a regional sports network, they likely paid an RSN fee because RSN fees apply to the majority of popular service

plans. 118

Most cable and satellite providers justified these fees by pointing ta the increasing costs they faced for carrying
broadcast and live sports programming.*!® By creating new, separate line items, they claimed to “more accurately
communicate the escalating fees” that cable and sateliite providers paid for sports and local programming in a
way that did not impact the price that they advertised for cable service.'?® Multiple consumer advocacy groups
and local regulators raised concerns about cable and satellite providers’ practice of adding fees for programming
already included in the package, with one stating that if the fee was unavoidable, it should have been rolled inta

the package price.**! See Figure 7.
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FIGURE 7: INTRODUCTION OF RSN AND BROADCAST FEgs!?

TV PROVIDERS

B
COMCAST \*’f‘/
Time &
Warne N
Warner /N
Charter Vaf » \*‘ v '

Bd v v v v Y

DIRECTY

D

NETWORK

Despite arguing that these fees were for programming costs alone, some cable and satellite providers grouped
both of these fees on the bill alongside taxes, fees and regulatory charges, which may have incorrectly suggested
to the subscriber that the cable or satellite provider was required by the government to impose these charges.*?
For example, Charter grouped its “Broadcast TV Surcharge” with “Fees and charges” which included reguiatory
fees like the “FCC Admin Fea” and the franchise fee. Comcast did not place its broadcast TV fee and RSN fee in the
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taxes and fees section but rather placed them in 2 section calied “Other Charges & Credits” which included other
charges like “Regutatory Recovery Fees.” Time Warner Cable grouped its broadcast TV fee in 2 section called
“Taxes Fees & Surcharges,” and DirecTV grouped its RSN fee in a section caffed “Other Charges, Adjustments, and
Taxes."*%*

Price Increases

Since 2010, the price of cable and satellite service increased at four times the rate of inflation.
126

125 in

addition to seeing the price of service increasing,'2® many customers saw their bills increase through the advent
of new fees such as the broadcast TV fee and Regional Sports Netwark fee.*?7 Aside from being frustrated by the
price of their service increasing, customers felt that they were not adequately informed when and why prices

increased. 1%

1 think [F T S e B R LI EY when there's a problem. The price goes up and itis not a
good deal,

- COMCAST susscrer

Increasing the Cost of Service Packages: The most direct way that cable and satellite praviders increased
prices was to increase the package rate. While package price increases eventually affected alf customers, they
were generally not applied to customers who were on promotional pricing until after that promotion ended. 139
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When cable and sateilite providers decided to increase prices across all of their customers, they sometimes

applied credits to the accounts of custamers with promotional pricing to defray the cost of the increase. !
Average Cable & Satellite Televison Package Prices
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Within one satellite provider, increases in video package pricing could vary from package to package each vear.
For example, Dish’s 2013 price increase resulted in a 20% increase in the price of some packages, while other
packages increased by 7.1%.133 Between 2011 and 2015, Dish increased all of its most popular packages between
21% and 33%, a $15 increase in the case of their “America’s Top 200" package.'3* DirecTV increased prices
between 16% and 25% during this same period. 1*° Cable providers Comcast and Time Warner Cable had an

average increase of almost 9% across each of their packages.!>® See Figure 8.

Knowing that price increases raised the probability that customers would feave for another cable or satellite
provider,’*” many cable and satellite providers tried to time price increases in a way that would not increase
customer dissatisfaction. While some cable and satellite providers favored muitiple small increases aver a period
of time, such as limiting “the maximum increase at any one time to about 55,” others increased prices less often,
with farger impacts. '3 Overall, most cable and satellite providers weighed the timing and presentation of a price
increase carefully because it affected the amount that they could raise prices without upsetting customers,*#?

Some cable and satellite providers timed price increases with promotions or gifts to offset anger over price
increases, For example, both Dish and DirecTV timed price increases with “thank you” gift promotions, such as
free movies. % In 2008, Dish provided instant credits to customers by instantly crediting them with 95 to relieve
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Ranking Member skilt (hune 13, 2016) Letter from Reginadd 1 Brown, Counsel for Comeast, 10 Chairman Portown and Runking
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the impact of an $8-$10 price increase.**!

Some television providers also mitigated increases through credits or
multipte small increases throughout the year. For example, Dish increased the cost of one service by $15 over the
course of a year, but did so in three $5 increments.**? Finally, when price increases were high, the strategy that
some television providers empioyed was to remove other fees to make the increase more palatable.**? For
example, in 2013, Dish told customers that because they were making “maoderate” changes to the “America’s Top
120+" subscription, the new price would be $59.99. This was followed by the clarification that “{ijn an effort to
reduce the impact of this increase,” Dish would be waiving a $5 TV fee to decrease the price increase to only
$5.14% n some cases these strategies were weighed against the potential revenue created by any price
increase. ' While these tactics created temporary refief for customers, they also led to increased frustration
when the promotional rate, credit, or “gift” disappeared,}4®

Lack of Transparency abaut Price Increases: Many customers did not believe that they received timely,
accurate, or correct information regarding increases in price. While the providers generally disclosed to new
customers that prices “may” change, this caveat was often overlooked by customers who were provided a
standard rate that they expected to pay when their promotion ends.!” in addition, in some cases, equipment and
other fees increased as part of company-wide price increases if they were not included in the customer’s
promotional package 148

Before a price increase took place, customers generally received notification on the back of their monthly bilf or
enclosed in the same envelope.!#® At least four states now require that cable and satellite providers provide 30

M DISH -PSI2015Nov-000460%19)

EDISH-PSI20 S Nov-000470333,

1 Customer service rep were 1 to waive the P ing Change Fee for any customer who made a change as a
result of increase, DISH-PSI2015Nov-00040297 5,

HDISH-PS12015Nov-00046081 2
Y DISH-PS201SNov-0004608 16; DISH-PSI201INov-0004608 | 7: DISH-PSIX01 SNov-000#603 18,

1 We just bave to balance “awareness with churn, berause those that wore more aware, churned at a much bigher e, regardiess of how
[they] found out.” DTV-PSI-0077378 - 380,

W DISH-PSI201 SNov-000399640; TWC 00001292,

¥ Pormanent Subcommittee on lavestigmions, faterview of Charter billing officlals (May 31, 2016).

P DISH-PSI201SNOV-000402920: DISH-PSI201 SNov-000402991.- 992 DISH-PSI201 $Nov-0046 1020: Permanent Subeommitiee on
fovestigations. Interview of Charter Customer Serviee officials (May 31, 20163 TWC_00010798-799; CHTR-MVPD-PS1- 00015 184
DTV-PSI-0075184,
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days advance notice of a price increase, "% while other states without such regulations have some satelfite
51

customers receiving less notice that their prices will increase.
Additionally, although cable providers gave notice to all customers of upcoming price increases, these
communications were not necessarily effective In making subscribers aware that their bill would increase. A 2013
internal DirecTV study found that the provider’s notices were only effective at alerting 16% of subscribers that
prices would increase.™®? in 2013, Comcast identified problems with the effectiveness of its efforts te inform
consumers of upcoming rate increases, including that rate adjustments were only provided on the paper or PDF
form of the bill, and were not posted on the front page of the bill or online account.*? In additian, training
documents from Time Warner Cable showed that consumers seemed to be surprised by price increases,**

in 2013, DirecTV conducted a “price increase awareness test” on a select number of subscribers. DirecTV varied
the amount and type of notification among this group, who at the time received notification of price increases via
an insert in their bill or a message in their e-bill, DirecTV provided “high aware” notification to some customers by
sending bill enclosures and multiple emails; other “low aware” customers received notification on the second
page of a bill. DirecTV measured the effect of the notification on whether customers left the company. DirecTV
found that subscribers wha were aware of the price increase canceled their service at higher rates than those
who were not aware of the price increase.'>S On the other hand, it found that customers who were made aware
of price increases through notification had higher satisfaction scores than customers who discovered the price
increase on the biil. 1 However, subsequent DirecTV price awareness testing showed that some “high aware”
notifications resulted in a lower NPS score or did not result in a material difference, and that higher fevels of
awareness did not always resuit in higher rates of canceltation of service.' DirecTV chose not to adopt any of the
tested higher or lower aware price awareness techniques among its general subscriber base.!®® In interviews,
DirecTV stated that it made this choice was because there was no significant difference in how effective the “high

1 Qates with 30 days advance notice: Catifornia, Hlinois, Ohic. and Wisconsin, DISH-PSI201 SNov-000402973,
HODISH-PSI20ESNOV-000402991,

152 DTV-PSI-0066616. at stide 12,

19 COMCAST-PST-00012653. Simika © of fee increases on the PRT version of the bill meant
that customers must click (hrough several pages to see the notice. Permanent Subcommittee on Investigations, Interview of Coralic Wilson,
ovth Suburban Communications Commission {Apr. 14, 2616,

a tecal regulator noted that the discl

B4 s e notified of price increas

WO _D000TT03,

U DTV-PSI-66616, a shides 13 — 14, “We just have to balance *awareness” with churn, because those that were niore aware, churned at
much higher yate. regardless of how {they] found out.™ BTV-PSI0077378 - 380,

HODTV-PSE66616, at dide 20,

T DTV-PSI-0070297.

% Permanent ittec on ig L Interview of Direc TV billing officials (May 25, 2016}
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aware” and “low aware” communications were in notifying the customer of the price increase and that the “high
aware” communications were substantially more expensive, %% After these price awareness tests, DirecTV focused
on altering the language of the notification to highlight the reasons for the price increase and made changes to
the bilt itself to more prominently highlight price increases.' See Figure 9.

FiGURE 9: DIRECTV Pruck Awaneness Tesmngo%

oo
Few subscribers reported a positive experience when calling their cable or satellite company. Customers
with a recent interaction with Comcast, for example, were actually more likely to be dissatisfied than customers
who had not been in contact with the company.1#2 Satisfaction with customer service on the phone was lower
than other methods of interacting with Charter, such as at a focal office or with a technician visit at the home. 162
When DirecTV surveyed its own technicians about the most frustrating customer experiences (because its
technicians are the only employees who physically meet customers), nearly one-quarter of the responses were
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about problems with the “call center experience.” %

{ it took a month 1o get someone to set it

We get fees that we shouldn't have, but KBRS

- COMUCAST suescrieriss

Based on reviews of company complaint and customer satisfaction data, customers often contacted their cable
and satellite providers to address a number of issues, with some of the most common reasons centered around
billing, technical service or repair issues, and questions about their service and contract,*® Custorers were
frequently dissatisfied with their providers’ failure to resoive the problem or issue about which the customer
called. Customers were frustrated by repeated transfers to different agents and the need to cali back after their
provider claimed that their problem was resolved.

Even though customers may have called in with problems or questions, cable and satellite providers treated most
of these calls as an opportunity to increase profits and selt more services. Customers who called in with a
question about their service or bill encountered agents who were trained to take controf of the cali and “upsel”
the customer. Those customers who calfed in to cancel their service were transferred from a frontline customer
service agent to a specialized “retention” agent. As the name suggests, a key job {and pay incentive} for these
agents was not necessarily to disconnect customers, but to retain or “save” as many customers as possible.
Rather than immediately process disconnection requests, these agents would “probe” customers for why they
wanted to cancel and then attempted to persuade customers to continue their subscriptions,

Customer Service Agents Aren't Helping the Customer

When cable or satelfite subscribers had a problem with their service, an issue with their equipment, or a
question about their bill, they called the customer service phone number associated with their provider. While
some information could be accessed through an automated system, callers frequently spoke with a customer
service agent in order to resolve their problems.

36 DTY-PSI0051926, at shides 2, 14, and 16,
S COMCAST-PSI-00012234,
4 COMCAST-PSI-00012175; DISH-PSI0002559 - 573 DTV-PSI-0008463 - 468; CHTR-MVPD-PSI-00014741; TWC_00017617,
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Unfortunately, cable and satellite providers often did not resolve these problems as quickly as many custemers
would have fiked. In December 2015, for instance, 40% of a sample of customers who called Comcast with a
billing problem were unable to resoive it on the first cal.’¥7 in Pecember 2014, DirecTV faund that 36% of caliers
contacting the billing department were unable to fully resolve their issue. 298 Charter noted that approximately
20% of callers were not able to solve their problem on the first call.’® Time Warner Cabie did not track the
resolution of individual calls, but stated that it evaluated its customer service agents on whether a customer they
spoke with cailed again within three days of the initial call.}”® However, based on 2015 customer survey data
provided by the company, only 42% of customers agreed that Time Warner Cable “has the ability to resolve your
problem on the first cat.” 17!

1 was hung up on four different calls when asking the rep...to assist me with my biling
problems because | was being double bilied... They would not help me, they would just
hang up on me...they were all laughing in the background. They would not give me a
supervisor, nor offer me any additional help. Just hung up on me when they were

el =tel=te VAIsilale Riehiccui i daatsh | don't know who to talk to because your people keep
hanging up on me.

- COMCAST susscrieer'?2

{ronically, many of the problems that at least one cable provider was asked to resolve may have been caused by
that provider in the first place. Comcast conducted an investigation into escalated complaints among customers
who felt that they were charged a different price than what they were promised. The investigation determined
that approximately 30% of the customers reported they were not quoted the full or correct package price, and in
approximately 8% of cases, the customer reported that Comcast applied the incorrect rate code to the
account. ! At Dish, agents had a toof to report instances of customer problems far particular categories, such as

7 COMCAST-PSI-00012941
HDTV-PSI-0093809.
¥ CHTR-MVPD-PSL00014739.
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technical problems or high prices. The combined instances of customers complaining they were given wrong
information would make it the secand largest category on the iist. 274

The reasons that cable and satellite companies have such a bad reputation for customer service are familiar to
many consumers. As discussed below, some customers whao called seeking a quick fix found themselves
transferred from one agent to another, explaining their prablem repeatedly. Sometimes, customers not only had
to speak to more than one agent, but had to cal more than one {or two or three) times to resolve their issues, 7

Calis Are Often Transferred fo the Wrong Agent: One of the most frustrating experiences for customers was
being unable to contact a company agent who could resolve their issue, Customers would call in to an agent, who
in turn transferred the call and the issue to another agent, who may have transferred the call to another agent,
and so on.}78 Sometimes there were legitimate reasons for transfers, but in many cases it became clear to the
customer that the number of transfers were unnecessary, and often mistaken. Cable and satellite provider
documents make clear that this was not anecdotal, Dish stated that between 10-15% of its calls need to be
transferred from ane agent to another, and that 5% of its transferred calls were mishandled or invalid. 77

quoted the full or correct puckage price. This is mainly due to the failuse to explain equipment cf s, taxes, activation foes, installation
e pricing and the bill was correet. Customer did not understand
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i've been on hold for over an hour. I'm still frying to get my issue resolved. My husband is
now on the phone, he's been waiting for over thirty minutes. So in GH

than two hours just waiting for somebody fo help us.
- COMCAST susscriser's

At Charter, new agents were trained to “take ownership of the situation” with customers “who have been
transferred and passed around from automated phone systems and various departments” and who are “angry
and frustrated because they feel employees are passing the buck.”*’® Despite knowing it was a problem, Charter,
like ather companies, did not track whether customers were incorrectly transferred.’®® Even when transfers were
valid, they could be done in an ineffective manner. For exampie, DirecTV in September 2014 noted that among its
customer-reported survey results, 30% of calls were transferred, and 70% of callers had to re-explain their issue
after being transferred.*8*

Customers Call Repeatedly to Resolve Problems and Have Difficulty Resolving Problems: Even when a
customer eventually reached an agent who claimed that he or she could help, this may not mean that the
customer’s issue was resolved, See Figure 10. For instance, at Time Warner Cable, aver one-third of its subscribers
in a self-reported survey called customer service three or more times over a six-month period.'8 One in six called
at least five times. ' In addition, 41% of the subscriber complaints made to the FCC about Comcast were made
after subscribers had made repeated attempts to resolve the problem with the company.® Dish had to caution
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its agents on a number of transactions with subscribers “where we agree to do something, but then the
transaction is not completed.”18%
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again to reach someane wise wha can help.

At Dish, agents were instructed in training materials to tell customers that they will take a particular action in
order to reassure the customer but were not instructed to later actually take that action. Among Dish’s list of
instructions to de-escalate disputes aver the quoted price of service was for agents to provide reassurance and
“advise the custormer that you are going to report the issue to management.”*®” However, there was no
independent instruction for the agent to actually report the issue, even though other types of calls have specific,
independent instructions to report information and to whom to report it. 183
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reflected a charge for a phone that we never had. t cafled in EVERY month and still the
charge was racking up clase to 120 dollars. Finally | spoke with a SUPERVISOR who
credited me 20 dollars {but] there was more red tape and more hoops to jump thraugh.

_Charter suascrizerrss

in December 2015, a Charter subscriber whose blindness prevented him from updating his automatic payment
information online called to ask for a customer agent’s assistance. The agent’s response—correct, according to
Charter—was to refer the subscriber back to the website, which the customer could not see.?® Charter later
explained that it did not allow agents access to customer bank account information, and that the customer’s
account information was updated to his satisfaction within one day of it being received by its escalated
complaints department,’®! it is unclear why the customer’s problem was not resolved or provided to the
escalated complaints department until the subscriber’s Congresswoman intervened,'%?

Cable and satellite providers were also reluctant to provide reimbursement or credits to customers who
experienced poor service. As Dish trained its agents, “[aldjustments should be your fast option for resolving
customers’ issues.”*% Charter trained Its billing agents that credits and adjustments should only be issued upon a
customer’s request.*® Many customers who contacted Comcast about bifling problems {which often required
crediting an account to fix the issue) encountered significant difficulty getting their issue resolved. %%

Providers Treat Calls as an Oppartunity to Make Sales

When customers called their cable or satellite provider with a problem or question, the providers treated
most of these calls as an opportunity to increase profits and sell more services. In industry terms, this is known as
“upselling” customers. Customer service representatives were trained to attempt to self more services to
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customers, regardless of what issue the customer was calling about.

The customer service rep was R e I e R A R B s g than
froubleshooting the issue at hand. It furned out to be aloose wire in the back of the
cable bax. Samething that shouid {be in} your troubleshooting protocot at the very
least.

-DIRECTV suescriseri?e

Customer Service Agents Are Trained To Manage Calls and Make Sales: Cable and satellite companies
trained their agents to control the conversation with subscribers. Custamers were “probed” with questions to
determine what additional services they might buy, “opened” with offers of more expensive services, and
“clased” in order to complete the sale. Customers who became angry or upset regarding their service were
viewed as an occupational hazard for call center representatives.

Controlling the Call fo Make the Sale. While customers may believe that, having called a provider, they are
driving the conversation, cable and satellite companies seek to ensure that their agents are in control. As
one Dish training block described, “[Y]ou should be able to establish control on 3 call, maintain controf of
a call, fand] regain control of a call after it has been lost.' Time Warner Cable told its agents to “set the
agenda” when the customer called, “assert the agenda” thraughout the cafl, and “reset the agenda” to
self its customers additional services {as will be discussed below).’®® Comcast told its agents to avoid
using “trap words” that might reinforce something negative the customer stated, even though many of
these words seemed to have plain and suitable meanings (examples include “rate increases” and
“disconnect”}. 1

Even in situations where upselling seemed uniikely, Charter and Time Warner Cable instructed agents to
attempt it. Charter’s first step in its retention offer strategy was to “attempt to maintain or increase
revenue.”?® When Time Warner Cable customers were calling to ask about price hikes, the company

20 DTV-PSI-0039668.
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labeled it as an “opportunity” to upsell them,?®* advising “ftlhe price adjustment brings with it an

apportunity to upsell customers."2%2

{

Wea need 1o always remain in

controf at

Y
@

Employees were trained to “probe” their customers with questions to identify additional services that
they could be persuaded to buy.”® Agents at Dish were discouraged from asking “purpose-less”
questions like “How’s your day going?” and instead were instructed to ask questions whase answers
might suggest additional services to sefl, such as whether they have children {and might therefore want
children’s programming).?%* Time Warner Cable said, “Don’t ask a question unless it will help you select
and recommend the right package, unless it helps you save or sell.”?%® Agents were even encouraged to
fisten to the surrounding sound at the customers home for a sales advantage; if they heard children they
could suggest family programming and if they heard cheering they could suggest sports packages. 2"’
Regardless of the reason that customers may have called, Comcast told its employees to “uncover
‘hidden’ needs” of their subscribers for additional services.?® Charter encouraged agents to ask “high
value discovery questions” aimed at “aligning the customer’s needs” with their more expensive

packages.2*?

Time Warner Cable tested a tactic called “open extreme,” an attempt to extract the most revenue from
the customer by selling the most expensive service.2X% in a company training slide, agents were given an

exampte of a customer calling in who was currently paying $100 per month. Agents were taught to begin
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by pitching at an “extreme opening rate” that would increase the customer’s bifl by 50%.2}! Time Warner
Cable told its agents: “Don’t make assumptions about what a customer can afford.”?*? Time Warner Cable

reported that after an initial trial, it ceased using this tactic.?¥?

Dish and Timer Warner Cable used a technique, called the “assumptive close” or “presumptive close,”?**

which had the potential to pressure customers to accept unwanted products or services. An assumptive
or presumptive close sought the customer’s consent to the sale or “solution” in a manner that assumed
the customer has already assented. For example, rather than asking, “Would you fike HBO?” agents
watdd ask, “Would you prefer t add HBO or Showtime to your account?” or “f can get a tech out to you
Thursday or Friday. Which day would you like?"?!> As Dish advised its agents, closes should be assumptive
in part because this tactic “reduces the customer’s opportunity to object.”?* One example of a Dish close
was nat even a question, but simply the statement: “So you can start enjoying these movies immediately,
t will add HBO to your account.”2Y

The industry described these sales pitches as “solutions” offered to their subscribers. Dish justified
upselling because, by increasing revenue, it would “avoid the potentiat of more frequent and higher price
increases for our customers.”2!8 However, many customers did net seem to want them. Comeast found
that 18% of its dissatisfied customers were upset that the company had tried to upsell them when they
called.?!® Upselling annoyed enough customers that Dish instructed its agents to note when subscribers
asked never to be upsold.??? However, but for the case of certain exceptions, such as customers calling in

gy,

2ETWE_D0D01208. Charter agents were also taught to “start with presenting a package option that provides mote servic
custorter CHTR-MVPD-PSLO000687. For instance, Charter instructed s agents to “abways lead with the DVR service pricing for up to
four boxes.” even when it bas a cheaper single box DVE service foe, CHTR-MVPD-PSE0000332,

Y Email from Michae! D. Bopp. Counsel for Time Warner Cabie, to Subcomsmitice June 19, 2016),

Y CHTR-MVPD-PSLON0T 06T - 063: DISH-PSI2015Nov-000414240; DISH-PSI201SNov-0004 14246, TWC_H0001276.
B DISH-PSE20]1 SNov-0004 14240; DISH-PSIZ0TSNov-0004 14246, TWC_BO001276.

i DISH-PSI2015Nav-0004 14240; DISH-PSI201 SNov-000-414246.

2 DISH-PSI20 5Nav-000414240.

¥ DISH-PSI2015Nov-000450622.

19 COMCAST-PSI-00012459. This information comes from a 2014 swrvey of dissatistied customers who were prampted with possible
reasons for their dissati
Reginald 1. Brown, Counsel for Comcast, to Chairman Portman and Ranking Member McCaskill (3uly 17, 20151

faction. Of those customers, 18% roported an attompt o upsel] as a source of their dissatisfaction. Letier from

0 DISH-PSI201 SNov-000421 110,
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with service problems, most Dish agents were required to upsell on every cali—even when customers

rejected an initial upsell on a previous cali.?2%

Customer service representatives were evaluated and compensated, in part, based on their ability to
222

make sales. At Dish, upselling was usually part of an agent’s performance evaluation.**? in addition to
monetary incentives, the company offered promotions to its agents. if agents met sales goals, they could
receive entries into sweepstakes, restaurant gift cards or an office party.22® And if agents were top
performers, they could be recognized in company newsletters22* Comcast's billing agent evaluation
instructions indicated that an employee was performing “below expectations” if he or she did not solicit
customers to purchase additional services, and scorecards for billing representatives included metrics fike
“Upgrade Transitionat Sales Close Rate,”*2® DirecTV agents, even those who handled bilting or technicat
support calls, had sales or “upgrade” goals.”2® Time Warner Cable customer care representatives coufd
receive sales commissions in addition to their base pay.??’

Handling Customers® Anger. Customer service representatives underwent extensive tratning on how to
deal with angry, irate, or {to use an industry euphemism) “escalated” customers.228 Charter warned its
agents: “Do not pause when you address that the customer is not going to get what they desire. itis
crucial to instantly move to a can do statement,”?? In a training designed to help agents not take
customers’ anger personafly, Camcast told its agents: “Don Miguel Ruiz, a surgeon, author, and
mythologist, said: [...] Nothing others do is because of you. What others say and do is a projection of
their own reality.””*3 DirecTV assured its agents: “Keep in mind that customers may tend to

exaggerate.” 3t

21 DISH-PS201SNov-000401363; DISH-PSI201SN0w-0004 1 1606; DISH-PSI201 SNov-000450622,
22 DISH-PS (2015000450622,

P2 DISH-PSI201SNov-000420633; DISH-DS

1SNov-000421278,

4 DISH-PS12015Nov-000422 507,

COMCAST-PSI-00011821; COMUAST-PSI000121 71,

DTV-PSI-0089310, DirecTV stared that, despite these sales goals, the main function of its technical assistanca agents was 1o assist
imail

customers in resolving technic res, and e primary fanction of its billing agents was to answer and resolve customer nquiries.

Dires TV, to Subcommittoe (June 20, 2016) DTV -PSI Minority Report Response Sabmission™

from William Clarkson, Coun:

FITWE_00017132-133: TWC_00017136 ~ 137

FCOMCAST-PSI-00011603; TWC_00007777 CHTR-MVPD-PSI-0001263 1 DTV-PSIO089439,

CHTR-MVPD-PSI-0001 2631

COMCAST-PSI-0001 {608,
1 DTY-PSI-0089507
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e m ¢ you must mentally Wand let the bull run past you...until it gets tired
and caims down.

~-DIRECT V INSTRUCTIONS TO AGENTS ON
“DE-ESCALATING" UPSET CUSTOMERS232

Praviders devoted a considerable amount of effort into training their customer service representatives to
interact with customers who were surprised and upset by the high price of their service. For instance,
DirecTV instructed its agents that “the key is to ask clarifying questions that move the conversation
forward and toward a resolution, as oppased to questions that have customers repeat what made them
upset” and to change the subject and “avoid reminding the customer of the reason he or she calied, 233

See Figure 11.

FIGURE 11: DIRECTV: DE-ESCALATING UPSET CUSTOMFR5234

Customer statement: “You advertisements are
completely false!  am paying WAY more than { was told
I would be paying when | signed up, if DIRECTV keeps
trying to rip me off I'm going to have to go back to
cable.”

- Badexample Dangerous Clarifying Question: “Earlier, you mentioned
that you were paying more than you expected. How
much were you told you would have to pay?” in this
example, the CSR is reminding the customer of the
reason he or she was upset,

- Good example information Seeking Ciarifying Question: “Earlier, you
mentioned that you were paying mare than you
expected. Help me understand which programming and
services are most important to you?” This response
steers clear of cost and allows the customer to focus on
WiINs,

B DTV-PSE-O0R9498 - 499,

5 DTV-PSI-00R9525. As part of this instruction, Di
forward and toward a I L 35 opposed 1o questi

stated that “the key {s w0 ask clarifving questions that move the conversation
s that have customers repeat what made them upset.” Jd.

4 DTV-PSI-0089526.
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All of the cable and satellite providers provided training on how to handle customers who were upset due
to a promational price ending, or an increase in standard pricing. Following a price increase, or
notification thereof, callers were routed to specially trained customer service agents who received
training on how to handle callers upset about price increases and the cost of cable. For instance, Time
Warner Cable and Dish conducted role-play scenarios with agents acting as customers angry about a price
increase.23® These agents had access to specialized systems that heiped handle calls, provide additional
information, and even assist in communicating with price increase callers.2*¢ For exampte, Charter’s
system created flags for each account highlighting how rate change affected each customer’s account, 23’
and Dish Network created a separate system for handting calls called the “de-escalation portal.”238

Retention Agents are Trained to Keep Customers From Canceling Service: Customers’ frustrations
continued when they attempted to cancel or downgrade service, as they had to clear certain hurdies in order to
do so. While the number of providers in certain areas of the country remains fimited, consumers may have had
the option of changing providers or canceling their cable or satellite service and using video services delivered
over the internet, such as Netflix or PlayStationVue. Companies were aware of this possibility, and took certain
steps that made it more difficuit for a customer to downgrade or disconnect their service.

FiGURE 12: Time WARNER CALE RETENTION TRAININGZS?

The Conundrum

One of the most challenging things about being a retention agent is that to be successful, you have to
do the opposite of what the customer is calling in for.

» I the customer is calling into cancel, your goal is to not cancel the services!

» And if the customer wants to lower the bill, you’re going to try to avoid that, and
perhaps even raise the bill}

S DISH-PSI2015Nov-0004 11072, TWC_00010932.
B CHTR-MYPD-PSF-0001 5181,

B CHTR-MVPD-PSI-00015122,

T DISH-PSI201 $Nov-000403 100,

FOTWE 00001391
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First, the cable and satellite providers included in our review did not provide an option for customers to
disconnect their service online; instead, customers had to either visit a retail store in person or call the provider
tp cancel their services.2*® Then, when customers called to disconnect their service, they had to speak to a
“retention” or "joyalty” agent, whase job was to try to prevent the customer from disconnecting their account.

With few exceptions, such as the death of a subscriber or a subscriber moving out of the provider’s service area,
cable and satellite companies required that their retention agents attempt to “save” every customer who wanted
to cancel their service.?*! The exception was Comcast, which, in February 2016, after meeting with the
Subcommittee, stressed to its retention agents that its policy allowed agents to stop trying to “save” the
custamer if the customer refused or became upset by a retention agent’s request to ask the customer guestions
about his or her decision to disconnect.?*? See Figure 12.

All of the companies in this review trained their retention agents to follow a relatively similar process, which
included:

¥ Comecast allowed custoners @ submit & roquesi fo cancel services antine, after which they would recceive a call from au agent to process

ihe disconaection of service. Comenst characterized this follow-up call as basic and intended to prevent frandulent activity and the

aving or other writical purposes. Leiter from Reginald J. Brow, Counsel
skith (May 17, 2016).

unauthorized cancel
far Comeast, to Cliaiman Portian and Ranking Member MeC

ation of services that way have served life

WO 0000665 TWOC_B0BOT379, TWC_ 00001430;
3
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DHSH-PSI201SNov-00042 1496, DTV-PSEO0?3S1S CHTR-MVPD-PS1-0001

2 COMUAST-PSI-0001 1584
Enchancements_jobAid_Guideline:

mail from David Gringer, Counsel for Comeast. to Subcommitics {Feb. 16, 20163 ("84
4 eBricl 20016-01 Edited™),

HCOMCAST-PSE00011112: COMC,
MVPD-PSI-00000334; DISH- PSI20

PSIGO0EE Lo; COMOAST-PSL0001 {144, IYTV-PSLO0RG9 16, TWC_ 00001 104 CHTR.
V0004253360 DTV-PSEDOR0G 14,

HDISHPSIZ015Nov - 100421437, DISH- PSI2015Nov-000438094; COMCAST-PSI-00011314 - 315 TWC_ 00001 386; CHIR-MVID-
PSI-00000337; DTV-PSE008991

FDTVPSL000031S; COMCA SPSEO00TES 79 TWC, B0001431: Dish- PSI201SNov-0004.
CHTR-MVPD-PSI-00004967 - 964 CHTR-MVPDLPS
that agents would not be penalized for complyin

49: DISH-PSI201SNov-000421437,
00004987 During the course of our revisw, Comeast updated its fraining to stross

with customers” requests when the customers indicated they did not want o discuss their

reasons for disconnecting. In corresp with the Sul lte, Charter stated that if customers do nol want to discuss why they are

leaving. agents arc expected to honor the request
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Cable and satellite providers evaluated and compensated their retention agents based on their ability to prevent
customers from canceling or lowering their fevel of service. The retention process could lead to a frustrating
experience for customers who simply wanted to cancel their service and were not interested in having
conversations about the reasoning behind their decision or listening to new sales offers to prevent them from
leaving, Similarly, some customers attempting to downgrade, or lower their level of service, had to go through a
similar process and negotiate with the retention agents in order to receive lower-priced services. Moreover,
customers who were willing to negotiate with the agent in order to receive a lower price or different package
were at a disadvantage because retention agents had much more access to in-depth comparisons of their
packages with their competitors’ offerings, as well as detailed information on the customers’ account history and
pricing.

Customers Required to Speak with Providers' Agents to Cancel Service. Although customers were
able to easily sign-up for and upgrade their service online, the cable and satellite providers included in our
review did not provide an option for customers to disconnect their service online. Customers were
required to either visit a retail store in person or call the provider to cancel their services.?*8 See Figure
13.

- After watching my bili climb and climb | decided ta finally cut the cord and
cancel my Charter service. . It just wasn't worth it. | was forced to tolk to a
retention specialist before | could cancel. He offered me a really great deat for 1
year and promised technical solutions to some of my problems. | accepfed.m
< he very next month my bill not only
went back up but it was higher than it had ever been, | called back and told
them | was done for good. The new retention rep offered me the same deal, but
of course t wasn't going to fall for that again. So glad to be done with this awful
\. company!

—rormer Charter susscriserze?

Although customers were able to easily sign-up for and upgrade their service online, the cable and
satellite providers included in our review did not provide an option for customars to disconnect their
service online. Customers were required to either visit a retail store in person or call the provider to

¥ Comeast allowed customers to submit an email request to cancel services online, after which they received a call from an agent to
process the disconnection of servi olow-up call ic and intended to prevent Raudulent activity and the
aving or other critical purposes
for Comeast, to Chairman Portman and Ranking Member McCaskill (May 17, 2016)

‘omeast charactorized thi
unauthorized canceliation of services that may have served life-s

.ctier from Reginald 1. Brown, Counsel

7 Congumer complaint (Apr. 19. 2016) (online at hips:winy consumera

tairs.comfaable_tv /) (accessed June 20, 201 6).
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cancel their services.?*® See Figure 13.

| ONLINE SELF- SERVICE OPTIONS | E e
UPGRADE DOWNGRADE CANCEL

TV PROVIDERS SIGN UP FOR SERVICE

SERVICE SERVICE SERVICE
CABLE COMPANIES

Y
COA:\CAST ‘/ ‘/ X X

;lr\;fanrﬁer \/ \/ X X

Cable

Charter V4 X X

SATELLITE COMPANIES

pd v o X

DIRECTV

s v v v X

SETWORE

FIGURE 13: SELF-SERVICE OpTIONSZ0

Comieast allowed customers to submit an email request fo cancel sesvices ontine, after which they reeeived g call from an agent to
process the disconnection of servic

Comeast characterized this follow-up call as basic and intended to prevent fraudulent activity and the
unauthorized cancellation of services that may have served lifessaving or other critical purposes, Letter from Reginald 1. Brown, Counsel
for Corcast, to Chairman Portman and Rankivg Member McCaskilt (May 17, 2016).

¥ DirecTV said that customers could downgrade packages online through self-service, so long as the packages did not include premivm
channels. tn addition, officials noted that customers who wanted to remove premiums or cancet 2 fine of business had fo calf so that
DireeTV could “understand their issues and eraft tailored sofutions to meet their individua! need

for Direc TV, ta Subcommittee (June 20, 2016) (“DTV-PSI Minority Report Response Submis

" Email from William Clarkson. Counsel
sion’™).
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if a cable or satellite customer indicates that they were interested in disconnecting their service, the call
was routed to a retention agent. For example, a customer may have setected the option to cancel their
service through the automated phone system and be routed directly to retention, or a customer service
agent may have determined that the customer should be transferred to retention {for example, if the
customer needed to lower the price or disconnect service) 25

Cable and satellite providers trained their retention agents to try and prevent the customers from
cancelling their service and to minimize revenue loss if the customers decided to stay. To accompish this
goal, retention agents underwent special training in which they {earned: (1) to engage in a conversation
with the customer that allows the agent to determine why the customer wants to cancel; {2} to
emphasize the “value” of the service; (3} to present offers in an attempt to keep the customer from
canceling; and {4} to overcome objections from custamers that are not interested in discussing their
reasons for canceling as well as customers that do not accept the offers proposed by the agent.

The cable and satellite providers stated that there were benefits for customers associated with the
retention process, such as enabling the provider to help customers by educating them about their
services or addressing problems with the service;*? ensuring customers received important disclosures
about early termination fees;*5% and giving the provider insight into the customers’ needs. 25

0 For the purposes of this
service (phone, Internet. or television} from a package rather than canceling a premium channel or ancillary service. Some providers
allowed customers to cancet add-ony, such as HBO or Showtinwe, Letter from Brian A. Ben
Portman and Ranking Member M kill (May 17,2016} Charter Home Page (https
Chat Transcript between Chaster and Crystal Huggins (June 6, 2016) chat trsuseript (on file with Subcommittee); Comeast: Xfinity,
Froduct Overview Page (g owwav.a finity.comveorpone/shop/productoverview itmb: Xfinity, Cancel Service Fage

hart, we are using the term downgrade to mean changing to a loss expensive package option or dropping a

kowski. Counsed for Charter, t Chainnan
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{May 12, 2016); Permancnt Snbcommitiee on Inves
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1 Permanent Subcommittce on Investigations. Interview of Time

ner Cable Customer Service officlals (Oct 30, 20151 Pormwment
Subcomumittes on Investigations, Interview of Charter Customer als (Nov. 6, 201 5% Email from Sarsh Leggin, Counscl e
Dish, 10 Subcommittee {June 7, 2016} (1 catation Portal”); Permanent Subcommittee on Iny estigations, Interview of Comeast
Customer Service and Retention Agents (fan. 8. 20163 DTV-PST00900497.

iee offi

3 Permanent Subcomittes on Investigations. Interview of Charter officials {Nov. 6, 2015); Permanent Subcommitice on Investigations.
3, 2015y Permanent Subcommiltee on Investig

Interview of Comeast officials (Sep
officials (May 25. 2016).

ions, Interview of Direc TV Custormer Service

** Permanent Subcommittee on Investigations, Interview of Dish Customer Service officials (May 12,2016},
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Provi “Probe” Cusft about R for Ci ling Service: Retention agents worked to gather
infarmation from customers about their use of the service and why they wanted to cancel. This helped
inform the retention agents’ later efforts to present an offer that would prevent the customer from

disconnecting the service. For example, agents asked about the customers’ favorite television shows, 2%

what parts of the service they enjoyed,?*® why they want to leave,?” and specifics about competitors’
offers.?®8 DirecTV was unique in that it had its retention agents practice asking up to five questions to get

at the true root cause of a customer’s desire to disconnect.?>?

The cable and satellite providers acknowledge that some customers may not want to discuss their
reasoning, and simply want to disconnect the service—and they trained their agents on how to collect
this information without the customers’ being aware that they were doing so. For exampile, Dish training
documents note that, “{ulsing an effective transition statement to lead into probing will prevent

280 and “you will generally be able

disconnecting customers from realizing you are working to save them,
to get the customer to tell you about their service or vent by making it seem that this is a normal
process.”?%} As discussed in prior sections, some providers also trained their agents to pick up on
potentiat selling peints through casual conversations and background clues (for example, the sound of
chitdren playing, which could lead the agent to focus on family-friendly programming).262

While Time Warner Cable, Comcast, and Charter said that agents should ask the customers if they would
be willing to answer questions,2®® some cable and satellite providers also trained their retention agents to
continue the probing process after customers indicated they did not want to answer questions and simply
wanted to disconnect their service. Time Warner Cable, DirecTV, and Dish had their agents practice

9 Permanent $ ittee on Interview of Tive Warner Cable officials (Oct. 30, 204 5% Permanent Subconmitiee on

Investigations. Interview of Dish Customer Service officials (May 12, 2016)
235 CHTR-MVED-PSE00013098,

STWC_00001 114,

27 COMCAST-PSI-0001 1302,

255 DISH-PSI201SNov-0421423.

Y DPTV-PSI-0089914. DirecTV characterized this pre
resotved.” Email from William Clarkson. Counsel for Direc
Submission™).

orking to get to “the root cause af & ou

omer’s problem so that it can be
V. to Subcommmittee (June 20, 2016} (“DTV-PSI Minority Report Response

I DISH-PSI201 $Nov-0004235336

T DISH-PSI01 5 Nov-00042 1428
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among other things. CHER-MVPD.PSL00000303
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overcoming objections from customers, such as, “Please disconnect me today. | don't want to go into

28 and “Just cancel the

detail,”*%% "l don't want to answer any questions just disconnect my services,
service,”2% A DirecTV official stated that an agent would be expected to continue asking questions after a
customer indicated that be or she did not want to answer questions, and confirmed that conflict
avoidance is not a valid reason for failing to make a save attempt.2%7 Similarly, when training its retention
agents to ask customers why the want to cancel service, Charter noted that agents should continue
asking questions after a customer has indicated that their reason for disconnecting is “none of [the
agent’s] business.” Charter’s training document continued by asking the representative: “Do you think
that a customer may actually tell you that it’s none of your business?” and then noting that, “[tihis
happens quite frequently.”?5%

Cable companies provided written and verbal statements to the Subcommittee stating that their agents
should comply with customers’ requests when the customer indicated that they did not want to discuss
their reasons for disconnecting. Specifically, Time Warner Cable officials told the Subcommittee that if a
customer wants to disconnect and does not want to discuss why, the company wifl honor that request,?6?
in written correspondence to the Subcommittee, Charter noted that if a customer did not want to discuss
their reasons for disconnecting, the agent would honor that request.2’0

in a September 2015 interview with the Subcommittee, Comcast stated that even in situations in which a
customer did not want to discuss his or her reasons for canceling, agents would be expected to attempt
to save the customer if the problem was refated to a solvable problem, such as a billing or repair issue.?’*
Attorneys representing Comcast later said that Comcast officials did not state that “save attempts would
be expected even when a customer did not wish to discuss their reasons for cancelling, and if they had
done so, they would have been incorrect.”?”? However, the Subcommittee found retention training
documents advising that, “You may not always be successful the first time you ask why a customer is
leaving. it’s okay to respond to customer questians or issues and then try to ask a question again.”?”

W DISH-PSI SNov-000437649. See other
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Regardless, following interviews with the Subcommittee, Comcast informed the Subcommittee in
February 2016 that Comeast updated its training and call evaluation guidance to note that agents would
not be penalized in their call evaluations for complying when the customer indicated he or she did not
want to discuss their reasons for disconnecting.?’# In its internal document explaining this change to
retention agents, Comcast noted that some customers may not want to answer questions about why they
want to disconnect services, and may see such inquiries “as a hassle or a barrier to disconnecting their
service.”?’> Comcast instructed its agents to “exercise [their} best judgement” on how to handle these
customers 276

Providers Aempt to "Overcome Objections” from Cusfomers Trying fo Cancel Services. After collecting
information from the consumer as to why they were disconnecting their service, retention agents were
supposed to attempt to “save” the customer, which could include addressing a service problem, offering
a different package, or providing a discounted price.

Alf of the cable and satellite providers trained their agents to attempt to persuade their customers not to
cancel their service.?”” As written in a Time Warner Cable training document, “One of the most
challenging things about being a retention agent is that to be successful, you have to do the opposite of
what the customer is calling in for. If the customer is calling into cancel, your goal is to not cancel the
services! And if the customer wants to lower the bill, you're going to try to avoid that, and perhaps even
raise the bill!”?7® Time Warner Cable also tells its agents that “[mJany customers will say no, but it is up to
you to change their mind.”??® DirecTV training documents note that “objections are simply needs that
have not been met,” and “{cJustomer objections are really just opportunities to further educate them.”280
Dish states that “objections are not the end of the conversation,”2! See Figure 14.
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Retention agents were expected to make repeated offers ta save the custorner. For example, some of the
providers used retention call flowcharts that did not even include a step for complying with the
customers’ request to disconnect the service,?® Several providers trained their agents that if the
customer objected to a retention agent’s first offer, the agent should start the process over again. For
example, a Dish training document describes a scenario in which a customer has objected to the solution
being offered by the agent. The training instructs the agent to again attempt to overcome the objection
and move the call forward by assuming the customer agrees, and if the customer abjects a second time,
the agent should “start the process over.”2 Dish also notes that using a phrase that assumes the
customer agrees “lessens the opportunity for customers to object” to the offer. ™ Similarly, Charter
training documents noted that retention agents were supposed to make at least two save attempts and
explain that if a customer was not in agreement, they should start the process over (Charter clarifies that,

{wle will not need to start from square one, but we will need to overcome some hesitations before
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moving to an agreement.”}?8¢ in its training documents, Comcast instructed retention agents who were
speaking with a customer that was undecided about whether to stay with Comcast to “make every
possible effort to keep the customer on the line until a decision is made.”287

Cable and sateliite providers specifically trained their retention agents to undermine customers’ reasons
for disconnecting their service.? If a customer expressed interest in switching to a competing provider's

728 Simifarly,

service, DirecTV agents were trained to “create fear, uncertainty and doubt about switching.
Comcast trained agents to ask questions that “plant a seed of doubt in the customer’s mind.”*® if
customers indicated the price is the reason they were disconnecting their service, retention agents are
encouraged to uncover the “real” or underlying reason for why the customer wanted to cancel their
service. Some providers placed an emphasis on shifting the conversation away from price, 23! with some

instructing agents to avoid “trap” words, such as “basic,” “deal,” “discount, o

cheaper,” “lower,” “rate
increase,” or a specific price.”® instead, retention agents encouraged customers to think of “value,” or
the presented benefits of the provider's service.2 In some cases, this focus on the value of the service
could lead to retention agents proposing that the customer add services, rather than drop them, so that
customers may feel that a higher price is justified because of the additional services they were
receiving.2**

Retention agents were equipped with extensive information regarding the other providers and the
customers themselves to assist the agents in overcoming customers’ objections. Every provider
maintained systems that allowed retention agents to compare the various promotional offers, packages,
and prices of competitors, so that they can highlight their provider’s benefits, identify hidden fees in
competitors’ offers, and conduct in-depth price comparisons based on how fong the customer kept the

6 CHIR-MVPD-PSI-0001 2853, CHTR-MVPD-PS1-00004959,
T COMCAST-PSE-0001 1162,
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imail Bom
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service.2% Both Dish and DirecTV assigned customers various rankings based on their value to the
company, and this could affect the amount of credits a retention agent could offer the customer, and in
Dish's case, the routing of the customer’s call?® In its training documents, Time Warner Cable provides
two examples of customers, one with a $250 package and one with a 515 package to point out that, while
they “would hate to see either customer go...it’s easy to see that...Customer A will impact the bottom tine
more than Customer 8.72%7

Retention agents were able to offer various credits, discounts, or special packages to the customer, many
of which were not available to regular customer service agents.?®® In some cases, this led to situations in
which customers had to aggressively negotiate to get the best deal the provider would offer, in the case
of Time Warner Cable, agents could offer up to four different prices for a package, depending on how
much a customer continued to push on price 2 in interviews with Time Warner Cable retention agents,
they indicated that if asked by a customer whether an offer was the best price available, the agents would
respond that it was the best price available at that time, despite the fact that if the customer pushed
again, a lower price would be offered.?™ Time Warner Cabie officials said that the offer sheat heiped
agents maneuver through various package and price offers for customers.>% Time Warner Cable
retention agents said that it could take 10-15 minutes for a customer to negotiate to a fowest-tier

offer 3%

QOther providers similarly trained their agents on negotiating with customers, Dish stated that agents
should attempt to satisfy customers with “lesser” offers first, because “keeping higher offers in reserve
will aliow you to come back with a better offer.”3% DirecTV noted in its training that “more often than
not, the customer will expect to negotiate. Don't {ay all your cards on the table at once, because the

I CHTR-MVPDPSIO0000546: TWC_ 0000118
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customer will think you are holding something back and he/she will be able to get more.”3% In addition,
as noted below, some providers evaluated an agent’s performance based on their ability to minimize
revenue lasses to the provider %%

Agent Incentives Encourage "Saving” and Seiling. Cable and satellite providers evaluated and
compensated retention agents based on their efforts to save customers. Specifically, these companies
evaluated and scored an agent’s retention calls based on a number of factors, including whether the
agent asked questions about the customers’ decision to disconnect or downgrade services, attempted to
add or maintain existing services to the account, and attempted to overcome customers’ objections.*%®
As part of their internal review process, companies selected a sample of calls to evaluate. Charter would
“auto faif” an agent if an agent failed to make a sales attempt.*’ Comcast’s call evaluation guidance
stated that agents who did not make an offer, attempt to overcome objections, or ask for a sale would be
ranked as “below expectations” and receive no points for that portion of the call 3% DirecTV's 2015
training specified, “Failure to make a valid save attempt on every calf can result in progressive counseling,
up to and including termination. Every .., call, regardless of the scenario, represents a save and/or
opportunity to prevent a future ‘shopper.”*%°

In addition, Charter’s retention training documents highlight the need to include upselling as part of the
retention discussion, Specifically, Charter’s training documents state that the retention process was
designed to keep existing customers by “ensuring that we understand why the customer wants to leave
and whether or not their service meets their service needs. That being said, we certainly want to continue
to position products and services and up sell as necessary to ensure the customer has the best value for

their money.”310
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Retention agents’ compensation focused on their ability to save customers, upsell services, and retain
revenue for the provider. Commissions were often based on the percentage of customers or revenue

retained by the agents. 31

Commissions can afso be a significant portion of the retention agents’ salary. Commissions range from
approximately 25% to 40% of retention agents’ salaries at Charter,*!2 Comcast,*** Time Warner Cable, 3
and DirecTV.?™  Agents and officials from the cable providers in our investigation confirmed that
retention agents could access their performance metrics in real-time, creating an environment that
further emphasized their need to retain customers 316

After a customer successfully canceled his or her services, cable and satellite providers could continue
their efforts to retain the customer. For customers remaining in the service area, the providers continued
their efforts to retain or win back the customer. For example, DirecTV had a program to assist recently
disconnected customers in a way that made them more likely to return to DirecTV in the future 3%7
Agents that were calling as part of the program to win back previous customers were instructed: “Do not
let them off your line without setting up service.”*!8 Simitarly, in 2013, Charter outlined a program that
made seven contacts with a customer more than 11 months after they had disconnected service.*! Cable
providers even worked to ensure that customers moving out of a providers’ service area remained cable
customers. Specifically, all of the cable providers in this review directed consumers moving out of their
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service area to a “mavers hotline,” that only informed consumers about their cable aptions in the new
area (not options from satellite or telco competitors}.32°

Simitar Tactics for Customers Who Want lo Downgrade Service, Customers who were attempting to
downgrade their service faced many of the same hurdles as those attempting to disconnect. Customers
that wanted to downgrade usually had call and speak to an agent. If customers stated that they wanted
to downgrade {lower the price or change the package) or drop a service from their account (for example,
removing phone, television, internet service, or, in some cases, a premium package}, they may have been
transferred to retention to go through the same negotiation process as customers that attempted to
disconnect their service, The exception was Dish, which allowed customers to downgrade packages
online®™! and made a conscious decision to allow customers to downgrade premiums online, despite
internal analyses that noted that this policy put it at a competitive disadvantage to DirecTV.3?? See Figure
15.

DirecTV officials confirmed that to remaove premiums or cancel a line of business, DirecTV asked
customers to call so that DirecTV can “understand their issues and craft tailored solutions to meet their
individual needs.”*® DirecTV said that customers could downgrade packages online through self-service,
so long as the packages did not include premium channels.** Time Warner Cable and Charter confirmed
that customers could not downgrade online.*”® On june 15, 2016, Comcast informed the Subcommittee
that customers in Comcast’s central region can remove premium channels onfine and it was working on
expanding self-service options to allow customers to downgrade to a less expensive tier and drop certain
services.’?
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Cable and satellite providers trained their retention agents to minimize downgrades and the associated
foss of revenue by following a step-down process in which the offers made to the custemer progressed in
2 stair step fashion, with the offer that had the greatest financial impact on the provider last on the fist.

Time Warner Cable’s training docurnents noted that in the case of disconnection or downgrade requests,

the best possible outcornes for the call were (in order): (1} to add services and generate more revenue off

the account; {2} keep the same services or amount of recurring revenue on the account; and {3) lose as

few services or revenue as possible.*® See Figure 16. Time Warner Cable did this through an eight-step

strategy that began with saving the customers with no change to their account and ended with the agent

agreeing to drop a service from the account—with one of the steps in the middle including a proposal

that additional service be added to the account.??® Similarly, Charter provided a step-down offer strategy

to its retention agents that started with increasing revenue by upsetling or maintaining revenue by
keeping the customer from changing their account, followed by offering free upgrades, then a retention
offer that discounted the service, with the last step — only offered by Charter's retention agents ~
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proposing less expensive, imited-channel packages. 3 Charter’s training also included a scenario in which
retention agents suggested an offer that costed more maney than a customer’s existing package.!
Dish’s training documents emphasized that “agents shiould not just comply with customer requests to
remove programming; this is bad for DISH and bad for the customer.”33 A DirecTV training noted that if a
custorner called to remove premium programming fram their account, an agent may respond, “'m
shacked to hear you want to cancel those services,” and “...most of our customers can’t live without
Starz, HBO, etr.”#33 DirecTV also noted that agents should follow a “step down” process, in order to
“retain as much DirecTV base package revenue as possible and te ensure the customer is getting ali of
his/her favorite programs/channels in the right-sized package,”3** An evaluation of a Corncast retention
agent stated that the agent shouid cantinue with a top-down approach, as this saves revenpue on all

calis. 3

FIBURE 16: TIME WARNER CABLE TOP-DOWN ApPRCACKSSE
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Providers’ Efforts to Address Customer Service

Cable and satellite providers have publicly acknowledged their customer service problems. in 2015,
Michael Powell, the chair of the Nationat Cable and Telecommunications Association, stated to the Washington
Post that, "[clustomer service right now is completely unacceptable."¥ During a Senate hearing on the proposed
Comcast-Time Warner Cable merger in 2014, Comcast Executive Vice President David Cohen and Executive Vice
President and Chief Financial Officer Arthur Minson submitted joint testimony stating that they knew they had to
continue to focus on improving the company’s customer service,>*® During an earnings call in February 2015, Dish
executives admitted that customer service problems had caused the company to tose subscribers.33® Charter
Chief Executive Officer Tom Rutledge stated that after the Time Warner Cable-Charter merger, his first priority
was to improve service for his customers.®*® in 2012, the former Chief Executive Officer of DirecTV, Mike White,
stated during an interview that it was common knowledge that the pay television industry has poorly rated
customer service 3!
In addition, it is clear from documents submitted by most of the companies that they took steps to assess
customer satisfaction and address pain points.3*Z Comcast and DirecTV in particular submitted documents that
showed an in-depth analysis of problems affecting customers and proposed solutions for addressing them 3*
Cable and satellite providers have also released advertisements and public plans to tell consumers that they know
customer service is a major problem for consumers and developed plans to address these problems.
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These efforts to improve customer service have had some impact. in its 2016 report on customer satisfaction with
various industries, the American Customer Satisfaction Index {ACS!} noted that customer satisfaction with
subscription television service increased 3.2%; however, it “remains among the lowest-ranked industries covered
by the ACSL,” scoring “just slightly above last place Internet service providers for customer satisfaction.”27
Specifically, while Comcast and Time Warner Cable saw significant gains in their 2016 scores, they remained
below their industry average, and Charter’s score declined.3® Dish’s and DirecTV's Scores remained steady.3*
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KiNnc & SPALDING

August 15, 2016

BY EMAIL DELIVERY
ATTN: Kelsey Stroud, Chief Clerk

The Honorable Rob Portman

Chairman

Permanent Subcommittee on Investigations
Committee on Homeland Security and
Governmental Affairs

United States Senate

SR-199 Russell Senate Office Building
Washington, D.C. 20510

King & Spalding LLP

1700 Peansylvania Ave, NW
Suite 200

Washington, 1).C. 20006-4707
Tel: +f 202 737 0500

Fax: +1 202 626 3737

Eleanor J. Hill
Direct Dial: {202) 626-2955
chill@kslaw.com

Confidential Treatment Requested

The Honorable Claire McCaskill

Ranking Member

Permanent Subcommittee on Investigations
Committee on Homeland Security and
Governmental Affairs

United States Senate

SR-199 Russell Senate Office Building
Washington, D.C. 20510

Dear Chairman Portman and Ranking Member McCaskill,

On behalf of our client, DIRECTYV, thank you for the opportunity to review and correct the
draft transcript of Rasesh Patel’s testimony at the June 23" Subcommittee hearing entitled
“Oversight of Customer Service in the Cable and Satellite Television Industry”. As you
requested, we are enclosing proposed corrections, marked in red ink on the transcript, on behalf

of DIRECTV.

In addition to those typographical, grammatical, and clarifying changes, we are also
proposing certain edits intended to address and clarify one statement by Mr. Patel wherein he

unintentionally provided an incomplete answer. When asked to “address the practice of charging

=}

someone to remove an optional product from your bill”, Mr. Patel responded:

We don’t ~ we don’t charge for removal of any services other than warranty
service and the reason that that’s in place is, essentially to prevent gaming. A lot
of times, you know, a consumer requires free services or a free upgrade, which is
a part of our protection plan program, they can get an equipment upgrade every
two year. What we were trying to prevent is a consumer getting that benefit and
then the very next month removing the service. (p. 94, at lines 7 — 14).
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The Honorable Rob Portman
The Honorable Claire McCaskill
August 15, 2016
Page 2

We note that earlier in the hearing (at pages 13-15), the discussion had focused on a
charge for termination of a protection plan. Given that context, Mr. Patel addressed the
protection plan charge, but unintentionally neglected to note that there is also a $10 fee charged
to customers who add premium channels and then canccl them within a period of 30 days.
DIRECTV assesses this fee to dissuade customers from subscribing to premium channels for a
short amount of time in order to “binge” watch a particular program and then cancel the premium
channel shortly thereafter. In the interests of accuracy, we ask that you consider including our
proposed language on that point. Specifically, we request that line 7 through the phrase “to
prevent gaming” on page 94 of the transcript be changed to read as follows:

Mr. Patel. We do not charge for removal of any services except in ccttain cases
involving the termination of premium channels or warranty services. We charge a
$10 fee to customers who add premium channels and then terminate them within
a period of 30 days, to avoid customers subscribing to premium cbhannels for a
short amount of time in order to “binge” watch a particular program and then
canccl the premium channel shortly thereafter. With respect to termination of
warranty services, there is also a charge that is in place essentially to prevent
gaming.

Alternatively, we ask that this letter, which confirms Mr. Patel’s intent and desire to correct his
testimony, be included in the record.

Finally, we have also enclosed DIRECTV’s written responses to the supplemental
questions for the record submitted by Ranking Member McCaskill and Senator Baldwin. These
responses, as well as the corrections to the transcript, reflect a good faith effort to be accurate
and responsive within the requested time frame. As always, please do not hesitate to contact me
at 202-626-2955 should you or your staff have any questions regarding these responses.

Sincerely
Ao
Eleanor Hill

Attachments
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Statement for the Record
Before the Permanent Subcommittee on Investigations
Customer Service and Billing Practices in the Cable and Satellite Television Industry
June 23,2016

Thank you Chairman Portman, Ranking Member McCaskill, and committee members for
initiating this important investigation and hearing. We appreciate the opportunity to
provide this statement for the record.

The National Association of Telecommunications Officers and Advisors (“NATOA") is a
national trade association founded in 1980 that promotes local government interests in
communications policy. NATOA analyzes and addresses emerging issues such as
broadband deployment and adoption; cable franchising; Public, Education and Government
(“PEG") programming; and wireless facilities siting.

Many NATOA members represent Local Franchising Authorities (“LFAs”) from across the
country that are actively involved in monitoring and enforcing cable customer service
standards. One issue that has risen to the top of consumer complaints has to do with
increases to basic service tier rates and fees, along with increased costs for equipment and
tech support. These steep increases to basic-related equipment and services impact those
subscribers who are taking the most affordable tier of service and include those on a fixed
income, or who may have older TV equipment in their homes, or who may be using limited
basic cable to receive their broadcast and local PEG channels to keep them connected to
their community.

One of our members reports that increases in a variety of equipment and installation fees
{as well as unexplained fees that are purportedly for programming) will result in basic tier
subscribers receiving a cost increase of nearly 50%.! Monthly CableCARD fees went from
$.80 to $1.50 and limited basic one only converter fees increased from $1.00 to $2.50.
Installation fees, on average, have nearly tripled in price, with some services over six times
as costly (e.g, the price to “activate [a] pre-existing additional outlet” rose from $5.75 to
$35.00). Other new installation charges are simply hard to believe. The cost to connect a
DVD player, for example, is now $35.00—but only if it is connected at the time of an initial
installation. After that, the price jumps to $70.00.

Consumer bills also have been complicated by the addition of new, unexplained fees far
programming that was already included in their subscription packages. In 2016, many

! The cable operator serving that member’s jurisdiction previously offered a limited basic
package that included about 30 video channels, Music Choice, one traditional box, one
digital adapter, two remotes and all taxes and fees at a price of $14.64. Under increases that
took effect over the past year, the same package of programming, equipment and services
now costs an estimated $21.41-—up 46% in a single year.
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LFAs saw huge increases in the “broadcast TV fee - from $1.50 to $4.50 - and “regional
sports network” fee - from $1.00 to $3.00. These fees are not only confusing to consumers,
but misleading, as well. Many subscribers choose specific programming bundles to lower
their costs and they sign contracts to keep those costs in place. However, because these
fees are outside the agreed upon bundle price, subscribers see their budget busted and
locked into an agreement they cannot get out of.

Many LFAs could have questioned and reviewed many of these increased fees and costs
under their existing basic rate regulatory authority. Unfortunately, just over one year ago,
the FCC adopted regulations that stripped local governments of much of our remaining
authority to protect our local residents from unfair cable billing and customer service
practices. The Commission asserted that its actions were based on the development of so-
called nationwide “effective competition” in the multichannel video programming
distributor ("MVPD") market. We would have found it surprising if consumers considered
the MVPD market competitive even a year ago, but since that time, concentration in the
MVPD market has dramatically increased due to FCC approval of multiple MVPD mergers.
Among other changes, one-fourth of Americans lost a choice of MVPD in the merger of
AT&T-DIRECTV.

While true competition normally would result in operators competing for subscribers on
price, service or other features, the opposite is true for most consumers today. With LFAs
now virtually powerless to hold pay TV providers accountable, consumers no longer have a
shield against year-after-year price increases and other anti-consumer actions by the pay
TV industry. Local governments’ role has been reduced to monitoring the real-world effects
of the Commission’s actions on consumers, Today, equipment fee increases and other
harmful changes are on the rise and will continue unabated without reasonable
intervention.

In light of these consumer harms, we encourage Congress to scrutinize the FCC's misguided
changes to the “effective competition” process for purposes of cable rate reguiation
authority and encourage the FCC to re-establish the ability of local governments to protect
our local consumers. The FCC should be expected to use any tools at its disposal to reduce
MVPD industry concentration and prevent consumer billing and customer service abuses.

Nationat Associafion of Telecommunications Gftcers and Advisors

3213 Duber Stieet, 2695, Abreanshia, Viginu, 22314, 17031 539-8635. {7031 $9T-7080 - FAX, www Pt v g
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Post-Hearing Questions for the Record
Submitted to Comeast
From Senator Claire McCaskill

“Customer Service and Billing Practices in the Cable and Satellite Television Industry”
June 23, 2016

Q. How does Comecast inform customers who are enrolled in automatic bill pay about
changes to their bill, such as price increases and overcharges?

Comcast customers receive notifications about upcoming price increases based on their
selected statement delivery preference — print or ecobilf. Automatic bill pay customers may
choose to continue receiving paper bills through the mail, in which case they would receive
notice of price increases through their print statement.

Comcast generally provides all of its customers, including automatie bill pay customers,
with 30 days’ notice ahead of the effective date of any change in its prices. See COMCAST-PSI-
00011060. In certain markets where Local Franchise Authorities require greater notice (e.g., 60
or 90 days), Comcast complies with those regulations.

In the instance where Comcast overcharged an identifiable group of customers, it
provided customers with specific notice of the overcharge, including to autopay customers. All
customers, including autopay customers, also received notice of the overcharge through a
message on their bill. Autopay customers who select the ecopay option still have access to their
monthly bills, both online and through the “My Account™ App.

Q: What efforts has Comcast made to understand whether customers are receiving
adequate notice that their bill will change or that the cost of their package will increase?

Comcast has conducted research regarding customer satisfaction across multiple
dimensions, including customer awareness of the conclusion of a duration of a promotion, which
often results in a price increase to customers, Comecast’s customer research suggests that its
customers are aware when their promotional rate is about to expire. See COMCAST-PSI-
00012639 at slide 8.

Comcast has every incentive to ensure that its customers are aware of upcoming bill
changes and price increases. As the Subcommittee has observed, it is at these points that
Comcast customers are most vulnerable to “churn.” To attempt to address this issue, Comcast
has taken many steps to better inform its customers about bill changes. For example, customers
who supply their email addresses and cell phone numbers are provided with email and text alerts
about upcoming changes to their bill. The My Account App also allows customers to cheek their
bills at any time of the month. All customers would also receive information about a price
change when they login to xfinity.com. And, any time customers make significant changes to the
services on their account, they receive a confirmation of the change of service via email. as well
as a tailored video bill explaining their new bill.
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Comecast has also focused on ensuring that its customers are aware of the terms of any
promotional rate that they receive. Comecast trains its personnel to emphasize at the point of sale
the duration of a promotional rate, including informing customers what their rate will be at the
conclusion of the promotional period. See COMCAST-PSI-00011557 and COMCAST-PSI-
00011808 (requiring agents to review the total package price, including promotion roli-off date
and pricing with the customer prior to concluding the call).

Q: An internal study conducted by Comcast found that 40% of customers who called
with a billing problem were unable to resolve it on the first call. Is this statistic an accurate
depiction of what current Comcast customers experience when they call with a problem?
What effort is Comcast making to improve a customer’s ability to have their problem
resolved the first time they call?

The study referenced reflected only a sample of dissatisfied customers responding to a
survey. It is not an accurate depiction of what all current Comcast customers experience when
they call with a problem.

Comcast is focused on improving its customer service, and these efforts include
improving its first-call resolution rate for customers who call with any issue. On the front end,
Comcast has worked hard to minimize the need for customers to call with a problem in the first
place. These efforts include tools such as the video bill and My Account App referenced above.
Comcast also gives customers the opportunity to view and pay their bills through the interface on
their X1 platform.

Comcast is in the midst of a multi-year plan to reinvent its customer experience and to
create a culture where all Comcast employees are focused on exceeding its customers’
expectations so that when people do call with a problem, customers are able to resolve that
problem. The core elements of Comcast’s overall plan include:

e Creating more than 5,500 U.S.-based customer service jobs over the next three years;

* A goalto be on time for customer appointments all the time or we automatically
credit a customer;

* Major investments in technology and training to give employees the tools they need
to deliver excellent service;

¢ The renovation and opening of hundreds of retail stores across the country; and

* The development of new customer-facing technologies that will enable customers to
interact with us how and when they wish.

Several elements of the plan address Comcast’s ability to address customer concerns the
first time. For example, Comeast is currently rolling out a new, cloud-based platform that gives
employees a better, holistic view of the customer’s account history so they have everything they
need at their fingertips to help customers faster and prevent the need to start over each time a
customer speaks to a different agent. Comcast is also enabling self-service whenever possible to
give customers the same tools our agents have.
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Comecast has also overhauled its training by rolling out the Net Promoter System
(“NPS™), which is the gold standard in consumer-facing industries. NPS is based on one simple
question: how likely is a customer to recommend Comecast services? Call center personnel get
real-time feedback from the system, and managers are able to quickly learn about potential
issues. So far, we’ve seen quick and meaningful improvements in customer satisfaction where
NPS is being used, and we are continuing its roll out in all of cur footprint. In Portland, Oregon,
we’ve seen customer satisfaction improve by 21 points and employee satisfaction improve by 40
points since the NPS program’s inception.

These reforms are already yielding results. Comcast’s customer service satisfaction
numbers are up 11.5% since 2014 and our customer dissatisfaction numbers are down 20% in the
same time period. Comcast has experienced a 35% reduction in customer calls to agents since
the end of 2013, and that reduction was driven by a 27% reduction in the number of customers
who need to call back.

Q. Has Comecast changed its billing notification practices related to price increases? If
so, please deseribe the changes that have been made and when these changes were
implemented.

Comeast has undertaken a number of initiatives over the last five years to make its
customers’ bills as accessible and as easy to understand as possible. With regard to price
increases, notice is currently provided using monthly bill inserts and bill messages, onlinc, and
via email and text message. Customers can also learn of the change through the “My Account”
App.

Q. Please provide a list of all promotional offers available between June 1, 2016 and
July 31, 2016 that are “roll to pay” or that require customers to affirmatively cancel when
that promotion ends or face being charged for that programming or service on their next
bill. For those promotions that are “roll to pay,” please indicate:

1. Whether customers can cancel the programming or service online or whether they
must cancel over the phone.

2. Why Comeast decided to make that promation “roll to pay” instead of “roll to
drop.”

Please see Appendix A for a list of promotional offers available between June 1, 2016
and July 31,2016. Comcast customers may cancel promotional offers over the phone, in
Comcast retail stores, and at UPS stores across America. As noted in previous submissions,
Comeast is currently working to develop its capabilities to facilitate the initiation of the
cancellation process online. Through Comcast’s “Project EASE,” Comcast customers can go
online to request an immediate eall to cancel their service and/ar prepopulate a form with most of
the necessary information to obviate any need for all but the most basic of follow-up phone calls.
Comcast subsequently calls the customer at a requested time to verify the request and process the
cancellation. The brief live verification is required, however, in order to protect customers’
personally identifiable information and to prevent fraudulent activity. Also, Comeast is
evaluating whether it can further facilitate online cancellation for some services,
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Comcast continues to offer promotional rates for specified periods of time in order to
keep up in the highly competitive marketplace and to provide customers with the best possible
value proposition. Comocast trains its representatives to emphasize at the point of sale the
duration of a promotional rate, including informing customers what their rate will be at the
conclusion of the promotional period. See COMCAST-PSI-00011557 and COMCAST-PSI-
00011808 (requiring agents to review the total package price, including promotion roll-off date
and pricing with the customer prior to concluding the call). For any promotional rate that
Comcast offers, sales and customer care agents are required to state the duration of the
promotion. For term agreements, Comcast has a formal process where the terms of the
promotional rate, including its duration, are disclosed, and the customer’s acceptance thereof is
captured through a verification process where the customer affirmatively consents to the terms of
the agreement. Customer bills also indicate when a customer’s rate is on a promotion. As noted
above, Comcast’s customer research suggests that its customers are aware when their
promotional rate is about to expire. See COMCAST-PSI-00012639 at slide 8.

Q. Are front line agents allowed to downgrade or cancel a customer’s service if they
request it?

Comcast’s front-line retention representatives are permitted to downgrade a customer’s
service upon request.

Q: Are customer service representatives penalized if they fail to ask why a customer is
changing or cancelling their service?

Customer requests to disconnect or downgrade service are generally handled by
Comecast’s retention representatives. These representatives are not required to make a save
attempt when a customer calls seeking to change or cancel their service. And to earn a rating of
“meets expectations,” retention representatives must first ask “permission to ask questions”
before even beginning a save attempt, See COMCAST-PSI-0001 1 564.

Comcast does believe that it is important to try to understand why its customers are
considering leaving Comcast. In many instances, a customer who calls seeking to discontinue
service may not have a complete understanding of the full range of available options, or may
have experienced an issue that a retention representative can help solve. That is why a majority
of customers who speak to a retention representative do not end up cancelling their service.
Comcast retention representatives are trained and cvaluated on their ability to deliver a world-
class customer experience.

Q. One suggestion that has been made by consumer advocates is to have a cable or
satellite TV subscriber “bill of rights,” much like the Department of Transportation’s
passenger protections for airline passengers, where consumers are guaranteed a certain
level of customer service. Given that Comcast has declared its commitment to a high
standard of customer service, would Comcast oppose such a “bill of rights”?

Comcast wants every customer to have an exceptional experience—from the moment
they order a new service, to installation, to the way Comeast communicates with them and bills
them for service, to how Comcast responds to issues. As Mr. Karinshak noted in his testimony,
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Comcast customer service already has its own internal guiding principles that it uses as part of its
customer service revamp. which include:

e Investing in Training and Technology for all Employees.

* Giving All Customers Access to Products and Services that Work Best For Theni.
¢ Ensuring a Fair Price for All of Our Customers.

e Being on Time and Minimizing Wait Time, All the Time.

¢ Giving Cystomers Control over Their Comeast Experience by Enabling Self Service
Whenever Possible,

* Keeping Bills Simple and Transparent.

* Reassessing Policies and Fees That Frustrate Customers.

* Crediting Customers Proactively for Outages and Billing Errors,
*  Allowing Customers to End Their Service Without a Hassle.

*  Measuring Our Employees on Customer Satisfaction.

Mr. Karinshak testified that he considers these guidelines akin to a “customer bill of
rights.” Comcast cannot commit to supporting an externally-mandated customer bill of rights
without reviewing the substance of the proposal but will commit to conducting such a review in
good faith and working with the Subcommittee on policy concerns that relate to customer
service,

Q: What steps is Comeast taking to more effectively communicate how fees are charged
on a customer’s bill?

As noted, Comcast has launched its video bill, which is a short, personalized video that
explains everything customers need to know about their bill, including information about all fees
and regulatory charges. See COMCAST-PSI-00000103. New customers and customers
changing their service package also receive a detailed e-mail summary of their new bill,
including all fees and other charges.

In an effort to provide further transparency to customers regarding its billing process,
Comcast also maintains a customer-facing website designed to help customers understand their
monthly bill by providing a guide to its different sections. The website also contains a section
describing the government taxes, fees, and surcharges on customers’ bills. The website can be
accessed at http://customer xfinity.com/help-and-support/billing/understand-vour-bili/.

Comeast is also in the final stages of working on a revamp to its customer bills that it
hopes will further clarify to customers how fees are charged.



190

Q. Does Comcast plan to make any changes to clearly present the distinction between
discretionary surcharges and government-mandated taxes or regulatory fees on a
customer’s bill? If so, what changes will be made and when will they be implemented?

As Mr. Karinshak noted in his testimony, Comcast currently places discretionary
surcharges in its “Other Charges & Credits” section of the bill, which is separate from the
“Taxes, Surcharges, & Fees” section dedicated to government-mandated taxes or regulatory fees.
See, e.g., COMCAST-PSI-00011087. This is a clear distinction between those charges that are
discretionary and those that are pursuant to taxes and regulatory assessments.

Q. Comcast advertisements do not include the post-promotional price that customer’s
pay when their first or second year of service ends or their promotion rolls off, unless it is
placed in the fine print. Does Comcast plan to include this information in advertisements
in the future?

Comecast advertisements state that afier a promotional period its regular rates in the
market will apply. Comcast cannot know with certainty what it will be charging in a particular
market years in advance and therefore cannot include the price that a customer will pay at the
conclusion of their promotion.
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Appendix A

Performance 25 + Saver $49.99 (2-year contract) $49.99 (2-year contract)
West $59.99 {1-year contract) $69.95
Performance 25 + UL $59.99 (2-year contract) $59.99 (2-year contract)
$69.99 (1-year contract} $79.95
Starter SPDC $89.99 (no contract) $109.99 {no contract}
$79.99 (contract) $99.99 {contract}
$69.99 (contract w/sale} $89.99 {contract w/sale}
Preferred SPDP $99.99 (no contract) $119.99 {no contract)
$89.99 (contract) $109.99 (contract)
Starter TP $109.99 (no contract) $134.99 (no contract)
$99.99 (contract) $124.99 (contract)
$89.99 (contract sale) $114.99 {contract sale)
Preferred TP $119.99 (no contract} $144.99 (no contract)
$109.99 (contract) $134.99 {contract)
HD Preferred TP $129.99 (no contract) $154,99 (no contract)
$119.99 (2-year contract) $119.99 (2-year contract)
HD Preferred Plus TP $149.99 (no contract) $174.99 (no contract}
$139.99 (2-year contract) $139.99 (2-year contract)
HD Premier TP $169.99 (no contract) $194.99 {no contract)
$159.99 {2-year contract) $159.99 (2-year contract)
HD Complete TP $209.99 {no contract) $234.99 (no contract)
$199.99 (2-year contract) $199.99 {2-year contract)
Starter DP $99.99 (no contract) $109.99 (no contract)
Central $89.99 (2-year contract) $89.99 (contract)
Preferred DP $119.99 {no contract) $129.99 (no contract)
$109.99 (2-year contract) $109.99 (2-year contract)
Preferred Plus DP $139.99 (no contract) $149.99 (no contract}
$129.99 (2-year contract) $129.99 (2-year coniract)
Premier DP $159.99 (no contract) $169.99 (no contract)
$149.99 (2-year contract} $149.99 (2-year contract)
Starter TP $109.99 {no contract) $129.99 (no contract)
$99.99 (2-year contract) $99.99 (2-year contract)
HD Preferred TP $129.99 (no contract) $149.99 (no contract)
$119.99 (2-year contract) $119.99 (2-year contract)
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$149,99 {no contract}
$139.99 {2-year contract}

$169.99 {no contract}
$139,99 (2-year contract)

HD Premier TP $169.99 (no contract) $189.99 (no contract)
$159.99 (2-year contract) $159.99 (2-year contract)

Starter TV + Performance $89.99 (no contract) $109.99 {no contract}

North HSD $79.99 {contract) $99.99 {contract)

Preferred + Pro + SHO SPDP | $99.99 (no contract) $119.99 (no contract)
$89.99 (contract) $109.99 (contract)

Starter TP $99.99%(no contract) $124.99 (no contract)
$89.99 {contract} $114.99 {contract)

Preferred TP $119.99 {no contract) $144.99 (no contract)
$109.99 (contract) $134.99 (contract)

HD Preferred TP $129.99 (no contract) $154.99 {no contract)
$119.99 (contract) $144.99 {contract}

HD Preferred Plus TP $149.99 (no contract} $174.99 {no contract)
$139.99 {contract) $164.99 {contract}

HD Premier TP $159.99 {no contract) $184.99 (no contract)
$159.99 (2-year contract} $159.99 (2-year contract)

HD Complete TP $199.99 {no contract) $224.99 (no contract}
$199.99 (2-year contract) $199.99 (2-year contract)

Performance Pro $39.99 (2-year contract} $39.99 (2-year contract)

Vesta

Blast Starter/2475 DP

$79.99 (2-year contract)
$99.99 (2-year confract + 250M)

$79.99 (2-year contract)
$99.99 {2-year contract + 250M}

Extrerne Premier/2725 DP

$109.99 (2-year contract)
$129.99 (2-year contract + 250M)

$109.99 (2-year contract)
$129.99 (2-year contract + 250M)

Blast Starter/3475 DP

$99.99 {2-year contract)
$119.99 (2-year contract + 250M)

$99.99 (2-year contract)
$119.99 (2-year contract + 250M)

Extreme Premier/3725 DP

$129.99 (2-year contract)
$149.99 (2-year contract + 250M)

$129.99 (2-year contract)
$149.99 {2-year contract + 250M)

New Mexico

Dev/200 Latino + Perf Starter
Dp

$49.99 (no contract)

$69.90 (no contract)

Dev/200 Latino + Perf Starter
DP + Saver TP

$69.99 (no contract)

$89.90 (no contract)

Frontier

Performance 25

$19.99 {2-year contract)

$19.99 {2-year contract)

Performance Pro

$15.00 {2-year contract)

$15.00 (2-year contract)

Blast Pro

$30.00 (2-year contract)

$30.00 (2-year contract}
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$50.00 (2-year contract)

Extreme 250M $50.00 (2-year contract)
Zenith
M $9.95 $9.95
Extreme 250M DP $70.00 (3-year.contract) $70.00 (3-year contract)
Starter Video $39.99 (2-year contract) $39.99 (2-year contract)
Big South/
Florida Performance $29.99 (1-year contract w/ecobill)
Blast $39.99 (1-year contract w/ecobill)

Internet Plus

$39.99 (1-year contract w/ecobill)

$49.99 (1-year contract w/ecobill)

Internet Plus w/Blast choice of $29.95
SHO or HBO
Starter Blast SPDP $69.99 (2-year contract) $69.99 (2-year contract)

Preferred Blast SPDP

$79.99 (2-year contract)

$79.99 (2-year contract)

Starter TP

$89.00 (2»yeér contract)

$89.00 {2-year contract)

HD Preferred TP

$99.00 (2-yeat contract)

$99.00 (2-year contract)

Comcast Q3 2016 Promotional Pricing

West

Performance 25 + Saver

$49.99 (2-year cotitract)
$59.99 (1-year contract)

$49.99 {2-year contract)
$69.95

Performance 25 + UL

$59.99 (2-year contract}
$69.99 (1-year contract)

$59.99 (2-year contract)
$79.95

Starter SPDC

$89.99 (no contract)
$79.99 (contract)
$69.99 (contract w/sale)

$109.99 (no contract)
$99.99 (contract)
$89.99 (contract w/sale)

Preferred SPDP

$99.99 (no contract)

$119.99 (no contract)

$89.99 (contract) $109.99 (contract)
Starter TP $109.99 (no contract) $134.99 {no contract)
$99.99 (contract) $124.99 {contract)
$89.99 (contract sale) $114.99 (contract sale)
Preferred TP $119.99 (no contract) $144.99 {no contract)
$109.99 (contract) $134.99 (contract)
HD Preferred TP $129.99 (no contract) $154.99 (no contract)

$119.99 (2-year contract)

$119.99 (2-year contract)
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- Bundie
HD Preferred Plus TP

$139.99 (2-year contract)

G Weard Price
$149.99 (no contract)

$174.99 (no contract)
$139.99 (2-year contract)

HD Premier TP

$169.99 (no contract)
$159.99 (2-year contract)

$194,99 (no contract)
$159.99 (2-year contract)

HD Compiete TP

$209.99 (no contract)
$199.99 (2-year contract)

$234.99 {no contract)
$199.99 (2-year contract}

Starter DP $99.99 (no contract) $109.99 (no contract)
Central $89.99 {2-year contract) $89.99 {contract)
Preferred DP $119.99 {no contract) $129.99 {no contract)
$109.99 (2-year contract) $109.99 (2-year contract)
Preferred Plus DP $139.99 (no contract} $149.99 (no contract)
$129.99 (2-year contract) $129.99 {2-year contract)
Premier DP $159.99 (no contract} $169.99 {no contract)
$149.99 (2-year contract) $149.99 (2-year confract}
Starter TP $109.99 (no contract) $129.99 {no contract}
$99.99 (2-year confract) $99.99 (2-year contract)
HD Preferred TP $129.99 (no contract} $149.99 (no contract)
$119.99 (2-year contract) $119.99 (2-year contract)
HD Preferred Plus TP $149.99 (no contract) $169.99 (no contract)
$139.99 (2-year contract) $139.99 (2-year contract}
HD Premier TP $169.99 {no contract) $189.99 (na contract)
$159.99 (2-year contract) $159.99 (2-year contract}
Starter TV + Performance $89.99 {no coniract) $109.99 {no contract)
North HSD $79.99 (contract) $99.99 {contract)
Preferred -+ Pro + SHO SPDP | $99.99 (no contract) $119.99 (no contract)

$89.99 (contract)

$109.99 {contract)

Starter TP

$99.99(no contract)
$89.99 {contract)

$124.99 (no contract)
$114.99 (contract)

Preferred TP

$119.99 (no contract)
$109.99 (contract)

$144.99 (no contract)
$134.99 {contract)

HD Preferred TP

$129.99 {no contract)
$119.99 {contract)

$154.99 {no contract)
$144.99 (contract)

HD Preferred Plus TP

$149.99 (no contract}
$139.99 (contract)

$174.99 (no contract)
$164.99 (contract)

HD Premier TP

$169.99 (no contract)
$159.99 (2-year contract)

$194.99 (no contract)
$159.99 (2-ycar contract)
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$199.99 (no contract)
$199.99 (2-year contract)

“Year2
$224.99 (no contract)
$199.99 {2-year contract)

Vesta

Performance Pro

$39.99 (2-year contract)

$39.99 (2-year contract)

Blast Starter/2475 DP

$79.99 (2-year contract)
$99.99 (2-year contract + 250M)

$79.99 (2-year contract)
$99.99 {2-year contract + 250M)

Extreme Premier/2725 DP

$109.99 (2-year contract)
$129.99 (2-year contract + 250M)

$109.99 (2-year coniract)
$129.99 (2-year contract -+ 250M)

Blast Starter/3475 DP

599.99 (2-year contract}
$119.99 (2-year contract + 250M}

$99.99 (2-year contract)
$119.99 (2-year contract + 250M}

Extreme Premier/3725 DP

$129.99 {2-year contract)
$149.99 (2-year contract + 250M)

$129.99 (2-year contract)
$149.99 (2-year contract + 250M)

New Mexico

Dev/200 Latino + Perf Starter | $49.99 (no contract) $69.90 {no contract)
bp
Dev/200 Latino + Perf Starter | $69.99 (no contract) $89.90 (no contract)

DP -+ Saver TP

Performance 25

$19.99 (2-year contract)

$19.99 (2-year contract)

Frontier
Performance Pro . $15.00 (2-year contract) $15.00 (2-year contract)
Blast Pro $30.00 (2-year contract) $30.00 {2-year contract)
Extreme 250M $50.00 (2-year contract) $50.00 (2-year contract)
Zenith
M $9.95 $9.95
Extreme 250M DP $70.00 {3-year contract) $70.00 {3-year contract)
Starter Video $39.99 (2-year contract) $39.99 (2-year contract)
Big South/
Florida Performance $29.99 (1-year contract w/ecobilly
Blast $39.99 (1-year contract w/ecobilf}
Internet Plus $39.99 (1-year contract w/ecobill)

Internet Plus w/Blast choice of
SHO or HBO

$49.99 {1-year contract w/ecobill}

$20.95

Starter Blast SPDP

$69.99 (2-year contract)

$69.99 (2-year contract)

Preferred Blast SPDP

$79.99 (2-year contract)

$79.99 (2-year contract)

Starter TP

$89.00 (2-year contract)

$89.00 (2-year contract)

HD Preferred TP

$99.00 (2-year contract)

$99.00 (2-year contract)
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Post-Hearing Questions for the Record
Submitted to Tom Karinshak, Senior Vice President, Customer Service, Comcast
From Sen. Tammy Baldwin

“Permanent Subcommittee on Investigations: Customer Service and Billing Practices in
the Cable and Satellite Television Industry”

June 23, 2016

1. T understand the need for Comcast to evolve and target the millennial audience
who may prefer to only purchase internet service and stream shows online rather
than purchasing cable and internet services bundled together. However, as you
are unbundling internet and providing streaming services for them, it is also
imperative that you unbundle services to address the needs of older populations.
Specifically, I hear from constituents who don’t want to purchase internet in
order to get a better deal on TV and phone when they don’t even own a
computer. Additionally, online account management services are fruitless if a
customer doesn’t own a computer.

‘What is Comeast doing specifically to address the needs of older populations to
ensure they have the service they desire and have customer care that actually
helps address their concerns?

Comcast greatly values its senjor customers and is committed to providing them with
choices that they find appealing. Comcast trains its representatives to match
customers with the best possible set of products and services that will meet their needs
and their budget. For senior citizens who would prefer not to receive internet services,
Comcast offers standalone TV and phone services, including lower priced plans, as
well as TV/phone bundles that offer customers value without purchasing internet
access.

Comcast also offers a variety of other programs designed especially for seniors. For
example, Comeast has introduced a Seasonal Convenience Plan for part-time residents
who choose to spend the winter months away from home; the program allows
customers to put services on hold from 90 to 270 days with no reconnection charge
and no service call upon return.’ Comcast is also piloting an extension of its “Internet
Essentials” program, which has connected more than 2 million low-income senior
citizens to online access at home.”

2. Ioften hear from Wisconsinites living in rural areas about the challenges they
face in accessing a range of telecommunieations services. As you know,
broadband Internet access is becoming a necessity for conducting business,
accessing critical services like telemedicine and government benefits programs

htt s://comeastseasonal.com/.
- http:.//corvorat&ccmcast.cum!news-mformatmn/news—feed/comcast—cxtends-mternet-cssem|a!s-to~10w~mcome‘
senior-citizens-in-san-francisco.
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and simply staying informed. I also understand that there are significant costs
involved in bringing these services to less-populated areas and I have strongly
supported government efforts to facilitate that infrastructure development.

What is Comcast doing to ensure its products and services are available to
individuals in rural areas across this country — and at comparable cost and
quality to that provided to urban and suburban customers?

Comcast has been an industry leader in expanding broadband access to the rural
communities in its service footprint. For example, in one state, Comcast has already
built out its broadband network in areas with a population density as low as 15 homes
per mile in rural communities and, in conjunction with local franchise authorities, has
extended its plant to scrve additional homes in low-density rural areas.

Comcast’s broadband network continues to grow. In 2013, Comcast expanded its
existing broadband network by 2,381 miles.” In addition Comcast extended its
broadband plant to 296,744 additional homes in 2013, bringing the cumulative number
of additional homes passed to 718,511.°

Further, in connection with the 2011 FCC NBCUniversal Transaction Order regarding
Comcast’s joint venture with NBC, Comcast was required to upgrade internet service
for at feast six rural communities in 2011,° Comecast exceeded this requirement,
upgrading its infrastructure to provide broadband internet service to 33 rural
communitics.® All of these rural communities now have infrastructure that can
provide access to all Xfinity internet speed tiers, in addition to video service.”

3. I have long been a supporter of preserving consumers’ access to critical local
programming — from town and county government meetings, to school programs,
to locally-produced cultural content — through the availability of public,
educational and government access, or PEG, channels. Federal law allows local
franchising authorities to require cable operators to set aside channels for these
uses. Unfortunately, the increasing move to statewide franchise agreements has,
in many cases, severely reduced or even eliminated funding for PEG channels. [
have introduced legislation, the Community Access Preservation (CAP) Act, to
address that issue.

How is Comcast ensuring that its customers have access to these important
sources of local content in a way that is easy for them to find?

i http://corporate.comeast.com/images/MB-10-56-C-NBCU-Annual-Compliance-Report=2013-2014-02-28 pdf.
ld.

3 hitpy//corporate comeast.com/images/FCC-Order-on-NBCU pdf.

(_’ http://corporate.comeast.com/images/C-NBCU-Annual-Report-fo-the-FCC-02-28-2012-with-Appendices sin.pdf.

"ld.
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Comecast has consistently demonstrated a commitment to PEG channels. For instance,
in connection with the NBCUniversal merger, Comcast committed to and performed
innovative work with the PEG community by exploring additional means of making
these important channels available. From February 2011 to January 2014, Comcast
conducted a series of Video on Demand (*VOD™) and Online PEG trials in five pilot
communities.  Under this highly successfui program, Comcast hosted nearly 600
segments of PEG on demand, generating nearly 50,000 views across the pilot
communities through December 2013.? The online content, which was made available
to both Comecast customers and non-customers, received over 350,000 unique visitors
and nearly 1.2 million page views.'0

Id.
10 [d

i httpy//corporate.comeast.com/images/Comeast-PEG-Pilot-Program-Report-2014-01-28.pdf.
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Questions for the Record
Senate Cory A. Booker

Senate Committee on Homeland Security and Governmental Affairs

Questions for the Record - “Customer Service and Billing Practices in the Cable and
Satellite TV Industry”

Hearing held on Thursday, June 23,2016

Question for Mr. Tom Karinshak, Senior Vice President of Customer Service for Comeast

Question 1: Mr. Karinshak, since November there has been an ongoing dispute between
Comcast and the Yankees Network, YES. Approximately 500,000 consumers in New Jersey
are being denied access to a sports channel that many purchased cable service specifically
to access. It is estimated that the YES channel accounts for around $5 of a consumer’s
monthly cable bill. It doesn’t seem fair that my constituents are caught in the crossfire of
this ongoing business negotiation without any recourse or reimbursement.

Question 1a: Given that this dispute is still ongoing, do you believe that affected consumers
should be granted a discount or reimbursement since they are apparently not receiving alt
of the programming they continue to pay for?

FOX and the Yankees were asking all of Comcast’s New York-area customers who
received the channel to pay them hundreds of millions of dollars over the next several years to
continue receiving YES Network. YES is already the most expensive RSN in America and
simply did not present an appropriate price-value proposition for Comcast customers given the
network’s minimal viewership, which is why Comecast decided that it could no longer justify
carrying the network.

Comcast tries to defray the costs of the RSN it carries through a Regional Sports Fee ($3
for customers receiving Digital Starter service tiers and above or MultiLatino 450 service).
However, that fee covers only a small percentage of the total costs of all of the RSNs in any
market. RSN fees where customers receive YES Network amount to approximately $9, and the
RSN fee Comeast charges its customers in that area covers only approximately 30% of the costs
of the RSN in those markets, even without the cost of YES.

It remains Comcast™s hope to bring back YES to its customers. But, Comeast can only do
that if FOX becomes vealistic with its price demands. The excessiveness of FOX’s demands is
confirmed by the fact that Comcast is not the only distributor who has not agreed to pay these
fees. For example, Dish also does not carry YES.
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Response of Charter Communications, Inc,
To Question for the Record Posed by Senators Rob Portman and Claire McCaskill
Following the Subcommittee Hearing on
“Customer Service and Billing Practices in the Cable and Satellite Television Industry”
June 23, 2016

The Subcommittee’s joint staff report detailed deficiencies in the refund policies of both
Time Warner Cable and Charter Communications, which have since merged with each other.
Our investigation found that neither company provided full refunds to customers who had
been overcharged for equipment, nor did they notify customers found to have been
overcharged. Specifically, we discovered that Time Warner Cable overbilled more than
40,000 Ohioans and more than 4,200 Missourians in 2015, along with up to 11,000 more
Ohio customers so far in 2016. Charter estimated that it overcharges more than 5,800
Missouri customers a total of $494,000 each year.

Having acquired Time Warner Cable, Charter is now responsible for ensuring that Ohio and
Missouri customers who receive inaccurate bills can count on having those mistakes fully
and quickly corrected. At a minimum, we belicve the company should at least inform all
subscribers who have been overbilied that they may be owed refunds—including the 40,000
Ohio customers and 4,200 Missouri customers overbilled last year. To that end, please
advise the Subcommittee whether you intend to notify Charter and legacy Time Warner
Cable customers known to have been overcharged and fully refund the equipment
overcharges they have paid. Please describe in detail the additional steps you plan to take to
those ends.

Response: As explained in the testimony of Kathleen Mayo at the June 23rd hearing,
Charter has notified legacy Charter customers known to have been subject to billing
errors, and has issued a 12-month credit to those customers for those equipment fees.

For any legacy TWC customers identified as being subject to billing errors in October
2015 as part of TWC’s billing reeonciliation process, Charter will also issue thoss
customers a 12-month credit for any erroneous equipment fees. For any legacy TWC
customers identified after October 2015 as part of TWC’s monthly reconciliation
process, Charter will issue a credit for the period of the identified overcharge. Charter
will notify these legacy TWC customers that they were subject to billing errors via a
message in the bill that contains their eredit.

After having been notified of the billing errors and recciving a credit, if any legacy
Charter or TWC customer contacts Charter and belicves that they have not been
provided a sufficient credit, we will work with those customers on an individual basis to
research the problem and ensure that the customer receives the appropriate credit.

Charter is committed to putting processes in place to ensure that these billing errors do
not occur in the future. For legacy Charter customers, as Ms. Mayo noted in her
hearing testimony, the company has alrcady instituted a daily process to catch any
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mismatches and reconcile those charges no more than 24 hours after they occur.
Charter also is in the process of putting the same controls in place in the legacy TWC
billing systems, which it expects to complete in September 2016.
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Responses of Charter Communications, Inc.
To Questions for the Record Posed by Senator Tammy Baldwin
Following the Subcommittee Hearing on
“Customer Service and Billing Practices in the Cable and Satellite Television Industry”
June 23, 2016

. lunderstand the need for Charter to evolve and target the millennial audience who
may prefer to only purchase internct service and stream shows online rather than
purchasing cable and internet services bundled together. However, as you are
unbundling internet and providing streaming services for them, it is also imperative
that you unbundle services to address the needs of older populations. Specifically, 1
hear from constituents who don’t want to purchase internet in order to get a better deal
on TV and phone when they don’t even own a computer. Additionally, online account
management services are fruitless if a customer doesn’t own a computer.

What is Charter doing specifically to address the needs of older populations to ensure
they have the service they desire and have customer care that actually helps address
their concerns?

Response: Charter values all of its customers inciuding the elderly. To address
the needs of elderly customers, Charter has implemented a number of customer
service options. These include Jarge-print billing statements and large-button
remotes, which are available on demand. In addition, customers can call (855)
757-7328 to pay a bill using Charter’s automated phone system as opposed to
paying online. For those who prefer to pay their bill in person, legacy Charter
has more than 250 stores in locations across its footprint.

Charter is particularly concerned about low-income seniors and their ability to
access affordable broadband services. To this end, Charter is in the process of
rolling out a low-income broadband offering of 30 Mbps for $14.99/month, which
will be available to seniors receiving Supplemental Security Income. This
offering will make broadband services more affordable to low-income seniors and
encourage them to take advantage of the growing medical and social online
opportuuities.

With respect to bundled services, Charter’s strategy is to offer a full range of
video, broadband and phone services to its customers. Because providing
multiple services is more efficient and economical, Charter is able to offer lower
prices to consumers for such bundled offerings. We understand that not all of
our customers want to purchase multiple services, and therefore Charter does
offer its video and broadband services on an individual basis. The individual
services are competitively priced and Charter must aggressively compete with
multiple video providers in every market it serves. Charter believes that offering
a high quality service, at competitive rates combined with excellent customer
service is the best way to attract and retain eustomers, including older customers.



203

| often hear from Wisconsinites living in rural areas about the challenges they face in
accessing a range of telecommunications services. As you know, broadband Internct
access is becoming a necessity for conducting business, accessing critical services like
telemedicine and government benefits programs and simply staying informed. 1 also
understand that there are significant costs involved in bringing these services to less-
populated areas and 1 have strongly supported government efforts to facilitate that
infrastructure development.

What is Charter doing to ensure its products and services are available to individuals
in rural areas across this country — and at comparable cost and quality to that provided
to urban and suburban customers?

Response: Charter’s strategy is to offer high-quality services that are better than
our competitors’ and to price them competitively, climinating many of the
common fees in the industry to simplify bills and avoid “bill shock.” In legacy
Charter’s footprint, we established a national uniform retail rate pricing (“Rack
Rates™), which has the effect that consumers across our footprint get the benefit
of the pricing in the most competitive local market. As a result, standard rates
for Charter customers arc the same for each tier of service and bundle of services
regardless of whether they live in a rural or suburban arca. Occasionally,
Charter offers regional promotions such as “back to school” promotions near
colleges, but in such circumstances, at the end of the promotion period, Charter’s
promotional pricing transitions to the same national uniform retail rates,
Charter intends to implement this marketing approach across legacy TWC and
BHN territories over time. As part of the Company’s merger, Charter plans to
bnild out its networks beyond where it is currently providing service, including
into rural or underscrved areas.

I have long been a supporter of preserving consumers’ access to critical focal
programming — from town and county government meetings, to school programs, to
locally-produced cultural content — through the availability of public, educational and
government access, or PEG, channels. Federal law allows local franchising authorities
to require cable operators to set aside channels for these uses. Unfortunately, the
increasing move to statewide tranchise agrecements has, in many cases, severely
reduced or even eliminated funding for PEG channels. I have introduced legislation,
the Community Access Preservation (CAP) Act, to address that issue.

How is Charter ensuring that its customers have access to these important sources of
local content in a way that is easy for them to find?

Response: Charter is proud of its record supporting local programming efforts,
Charter meets all PEG programming commitments contained in its local and
state franchises and complies with not only the letter but the spirit of the Cable
Act during franchise renewal negotiations with respect to designation of channel
capacity for PEG programming as well as equipment funding and other
community support based on community needs.
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We provide capacity and funding in thousands of communities throughout the
United States and last year remit hundreds of millions of dollars in franchise fees
to state and local franchising authorities, in addition to disbursing PEG fees, also
in the millions of dollars to those communities with active PEG channels.
Charter has strong relationships with the vast majority of its PEG providers and
a history of working collaboratively with PEG organizations to meet its franchise
commitments.

Charter agrees that PEG programming should be easy for consumers to find and
access. To that end, Charter typically carries PEG programming on individual
channels that are grouped together in the channel lineup and therefore easier to
find and access. Unlike some other providers, Charter does not place all PEG
programming on a single channel.
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Post-Hearing Questions for the Record
Submitted to DirecTV
From Senator Claire McCaskill

“Customer Service and Billing Practices in the Cable and Satellite Television Industry”

Q.

June 23, 2016

How does DirecTV inform customers who are enrolled in automatic bill pay about

changes to their bill, such as price increases and overcharges?

Response: Whether or not a customer is enrolled in automatic bill pay, DIRECTV alerts the
customer of price changes or overcharges as follows:

Q.

DIRECTYV provides customers at least 30-days advance notice of annual price increases:
by a notice appearing on the bill; by an additional bill insert (digitally if paperless); by
email (if email is available and authorized by customer). DIRECTYV also provides notice
by separate letter in certain circumstances (e.g., if DIRECTV service is jointly billed with
services provided by a third-party partner).

DIRECTYV notifies customers of the end of a promotional offer (“roll-offs™) in the section
of the bill entitled “What Changed Since Last Month”, which explicitly identifies
changes from month-to-month. In addition, in the “Account Activity” section of bill,
each promotional offer shows a “count down” of the months left (e.g., month 6 of 12).

In the month after a price increase (or end of a promotion), the “What Changed Since
Last Month™ section of the bill will indicate that there was a price change from the prior
bitl.

In instances where an overcharge is reflected in the customer’s billing

statement, DIRECTV typically identifies the overcharge in the customer’s next billing
statement and applies a credit to the customer’s account.  This credit, described as a
“Billing Adjustment,” appears on the customer’s billing statement in the “Other Charges,
Adjustments and Taxes” section, along with a description of the overcharge. In some
cases (e.g., for larger credits), DIRECTV’s process is to issue a letter to the customer to
provide more information regarding the overcharge and the reimbursement method, in
addition to the notification on the bill. (See produced sample letter at DTV-PSI-
0055675).

What efforts has DirecTV made to understand whether custemers are receiving

adequate notice that their bill will change or that the cost of their package will increase?

Response: DIRECTYV regularly tracks customer satisfaction with its services and reasons for
customer dissatisfaction, including biﬂingl DIRECTYV is committed to providing our customers

! Certain of DIRECTV’s efforts in this regard are discussed in the Minority Report at 30-31,
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with simple and understandable communications with respect to services and fees. In 2014, as
part of the Customer Experience initiative, DIRECTV introduced a new simplified bill that
identifies current fees and charges, changes from the previous month, and the number of months
remaining on any promotional discounted rates. This change was a proactive, multi-year, multi-
million dollar effort that involved significant resources across DIRECTV. The monthly bill also
notifies consumers of impending price changes. DIRECTYV also discloses prices and the terms
of promotional offers during the sales call, on directv.com, in sales confirmation emails and
letters, and on the customer’s monthly bill. Disclosures regarding program package prices in
DIRECTYV advertising also comply with the requirements of a multistate settlement agreement
that DIRECTYV entered into with the attorneys general of all 50 states and the District of
Columbia in 2010.

Q. Has DirecTV changed its billing notification practices related to price increases? If
50, please describe the changes that have been made and when these changes were
implemented.

Response: In 2012, DIRECTV began including language in price change notifications that
describe the reason for the price increase.

In 2014, as part of its Customer Experience initiative, DIRECTV introduced a new simplified
bill that not only identifies current fees and charges, but also changes from the previous month,
and the number of months remaining on any promotional discounted rates.

In 2016, DIRECTV introduced additional bill notifications in the month a price increase takes
effect. DIRECTV now provides a unique price increase notification by bill insert (or email if
authorized and available) for customers with promotional offers, in order to further clarify how a
price increase would/would not impact their bills.

Q. Please provide a list of all promotional offers available between June 1, 2016 and
July 31, 2016 that are “roll to pay” or that require customers to affirmatively cancel when
that promotion ends or face being charged for that programming or service on their next
bill. For those promotions that are “roll to pay,” please indicate:

(1) Whether customers can cancel the programming or service online or whether
they must cancel over the plone.

Response: Sec chart below.

Premium | 3 free months of

Roll-to-pay in month 4. Customer may:

Channels | HBO, SHOW,
STARZ & Naotification Method: v Opt out at point of sale.
CINEMAX for new v Call to cancel anytime during

subscribers to the
Select thru Ultimate
programiming
package.

Roll-to-pay disclosed at point of sale,
in the order confirmation, and in
account activity section of the bill,
which shows a promotional “count
down.” DIRECTV further notifies

promotional period.

¥" Call to schedule cancellation
during promotional period
(after service is activated).

¥ __Call to cancel after promotion
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customers of the end of a
promotional offer in the section of
the biil entitled “What Changed
Since Last Month.”

ends. DIRECTV provides
customers a grace period to
receive full refund of charges.

Sports
Offer

NFL ST MAX
included on
CHOICE or higher
programming.
Packages in year |
{or MAS ULTRA or
higher).

Automatically renews beginning in
year 2,

DIRECTYV customers who do not
watch any NFL Sunday Ticket
programming during this
promaotional period are not
automatically renewed.

Notification Method;

Auto-renewal of sports offers are
disclosed at point of sale and in the
order confirmation.

As customers approach their initial
auto-renewal, additional notifications
are sent with the DIRECTV bill, as
follows:

Legacy DTV bill: In the month
before biiling starts, DIRECTV
provides notice that NFL Sunday
Ticket is renewing. In the same
month, the customer’s bill will
include a $0 line item for NFL
Sunday Ticket.

On the next month’s bill, that line
will be populated with the applicable
monthly NFL Sunday Ticket charge.
in addition, the “What’s Changed
Since Last Month” box of the bill
will show that NFL Sunday Ticket
has begun bifling and the “Account
Activity” of the bill will indicate that
there has been a price change.

Combined bill (DTV + AT&T
Product): Thirty days prior to the
auto-renewal, AT&T/DIRECTV
provide the customer a letter and
email (if email is available and
authorized) reminding them of the
start of the auto renewal, along with
cancellation instructions.

Customer may:

¥ Opt out at point of sale,

v Call to cancel anytime during
pramotional period.

v Call to schedule cancellation
for year 2 (after service
activated).

v" Call to cancel any time prior to
start of season in year 2.

v Call to cancel after billing
begins, up to start of NFL
regular season. DIRECTV
provides customers a grace
period to receive full refund of
renewal charges.

¥" Cancel in IVR, online or
online chat for new DIRECTV
customers who received
complimentary NFL Sunday
Ticket in year 1.




208

(2) Why DirecTV decided to make that promotion “roll to pay” instead of “roll to
drop.”

Response: With respect to both the premium channel offers and NFL Sunday Ticket
offer, DIRECTYV believes that requiring customers to call to continue to receive their
services is not a good customer experience. If those customers who were enjoying
the applicable programming forget to call, they would be disappointed if they found
out that they are no fonger getting the applicable channels. The promotional offers
include what many customers consider “must have” programming. DIRECTYV has
also included numerous ways for the customers who do not want to “roll to pay” to
avoid doing so-—including, the ability to opt out at point of sale or during the
promotional period (see chart above).

Q. Are front line agents allowed to downgrade or cancel a customer’s service if they
request it?

Response: Front line cali center agents can downgrade a customer’s base package, remove

premium channels, and remove sports programming. If the customer requests to cancel the entire
B . . . . 2

service, a retention agent can assist with the complete cancellation.

Q. Are customer service representatives penalized if they fail to ask why a customer is
changing or cancelling their service?

Response: DIRECTV’s goal is to resolve customer issues with solutions that address the “root
cause” of the customer’s problem. That is why DIRECTYV trains it agents to ask customers
questions to identify their underlying issue. For example, a customer may call DIRECTYV to
disconnect service because of economic circumstances. By engaging the customer, DIRECTV
agents are able to make them aware of Jower-priced plans that include the programming they
most want at a price they can afford. That result is a “win/win” for both the customer and
DIRECTV. In addition, it is important for DIRECTYV to understand the reasons why customers
are dissatisfied with their service. DIRECTV tries to identity recurring problems and ways to
address them ~ to the benefit of all its customers. Customer service agents may be reprimanded
and retrained if they repeatedly fail to ask customers questions to determine the “root cause™ of
their problem.

Q. One suggestion that has been made by consumer advocates is to have a cable or
satellite TV subscriber “bill of rights,” much like the Department of Transportation’s
passenger protections for airline passengers, where consumers are guaranteed a certain
level of customer service. Given that DirecTV has declared its commitment to a high
standard of customer service, would DirecTV oppose such a “bill of rights”?

Response: Without being able to review specific language, DIRECTV cannot say what its
position would be on such a legislative proposal. That said, the pay TV market is dynamic and
rapidly evolving, with new players, besides traditional cable and satellite providers, entering the
market and providing customers the programming they desire, e.g., NETFLIX, HULU, Amazon,

* May require transfer to a retention agent if not directly routed by the [VR.
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Apple TV. Any static, mandated regulatory rules would likely be outpaced by these competitive
forces and could serve to stifle innovation and potentially hamstring only a subset of competitors
subject to those rules. In addition, existing federal and state law already provide effective
consumer protectlons These include: the FTC's oversight of unfan‘ and deceptive trade
practices;® the FCC’s enforcement of statutory privacy protections; * and state consumer
protection laws, typically enforced by state attorneys general.

Q. What steps is DirecTV taking to more effectively communicate how fees are charged
on a customer’s bill?

Response; In 2014, as part of its Customer Experience initiative, DIRECTV introduced a new
simplified bill that identifies current fees and charges.

» The DIRECTV bill includes a separate section of the bill for equipment-related charges,
which identifies (on a line-item basis) any equipment-related charges, such as the
Advance Receiver Service fee.

s Similarly, DIRECTV’s Regional Sports Fee (if applicable) is shown as a separate line-
item on the bill, That fee is shown on the bill in the section entitled “Other Charges,
Adjustments and Taxes.”

Q. Does DirecTV plan to make any changes to clearly present the distinction between
discretionary surcharges and government-mandated taxes or regulatory fees on a
customer’s bill? If so, what changes will be made and when will they be implemented?

Response: DIRECTV does not pass regulatory fees along to customers as separate “surcharges”
on the bill. Thus, DIRECTV’s bill does not have a separate bill section for such surcharges. As
noted, DIRECTV does assess a Regional Sports Fee. That fee is shown as a separate line-item
on the bill in the section entitled “Other Charges, Adjustments and Taxes.” “Sales tax” also
appears in this section, but such taxes are listed as a separate line item under a subsection clearly
entitled “Taxes.”

DIRECTYV is continuously evaluating ways to improve the eustomer experience. We are
currently designing a combined bill for customers with bundied AT& T/DIRECTV services. In
designing that combined bill, we will review different alternatives to effectively communicate
our fees and charges, taking into account learnings from both companies.

Q. DirecTV customers with lower credit ratings were, under some circumstances,
required to pay a fee at the time of installation, even when advertisements claimed that
they would be given a “Free DirecTV System.” This fee was presented to them not as a fee
but as an opportunity because they “qualified” for an offer. Does DirecTV inform each
customer subject to fees because of their credit rating that they are being charged a fee
because of their credit score?

PISUS.C.

§4
47US8.C.§3

3.
38().
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Response: Most DIRECTV offers for new customers feature equipment and installation at no
additional charge, as well as introductory discounted program package pricing. These offers are
generally available only to consumers who meet certain creditworthiness criteria. If a consumer
does not meet the criteria, DIRECTV will make the offer available provided that the consumer
makes an up-front payment of about $300. The consumer will then receive a monthly bill credit
up to the full amount of that up-front payment. This is disclosed to the consumer during the sales
call if the credit check has indicated that the consumer does not qualify for the offer.

Q. DirecTV customers with good credit ratings may qualify for free or reduced price
equipment while customers with poor eredit ratings may not receive the same

discounts. Please provide a description of the offers available to customers with “good” or
“high” credit ratings and the offers that are available to customers with “low” or “bad”
credit ratings?

Response: See response to question 10. If a consumer’s credit score does not qualify for the
offer and the consumer does not want to make the up-front payment, the consumer can purchase
the receiving equipment and pay for installation.

Q. One DirecTV training document instructed agents to “de-escalate™ upset customers
in this way: “Like a matador, you must mentally ‘step aside’ and let the bull run past
you... until it gets tired and calms down.” DTV-PSI-0089498 — 499 Ilow have training
mechanisms like this one contributed to customer satisfaction?

Response:  The use of the “matador” analogy in the training materials is unfortunate and is no
tonger in use. DIRECTYV has produced thousands of pages of training materials for thousands of
DIRECTYV representatives. The pages cited do not reflect DIRECTV’s overall approach to
customer service and sales and are no longer a part of how we do business. The referenced
training guide instructs agents how to respond effectively and courteously to upset customers.
The materials instruct the agent to actively listen to the customer and explains that upset
customers are not “the *bad’ guys that attack for no reason, but who simply want to understand
an issue . . . even if their first reaction is to get angry.” (DTV-PSI-0089499).

Q. DirecTV advertisements do not include the post-promotional price that customer’s
pay when their first or second year of service ends or their promotion rolls off, unless it is
in the fine print. Does DirecTV plan to include this information in advertisements in the
future?

Response; DIRECTYV has launched some offers that feature a discounted price that lasts
throughout the two-year agreement. In that instance, of course, the price does not change during
the two-year agreement. DIRECTYV continues to advertise offers that feature a discount for
twelve months over a two-year agreement. Because package prices are subject to change,
DIRECTYV discloses the then-current monthly package pricing to consumers who sign up on
directv.com and in its phone sales process. We also disclose that the price is subject to change,
and escalating programming costs have necessitated price increases that cover a portion of
DIRECTV’s increased programming costs.
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Q. Our investigation revealed that some lower priced offers are only available to some
customers over the phone, especially those wishing to cancel or downgrade their

service. Do you plan to make these offers accessible to customers online or to customers
who call asking for the lowest price option?

Response: DIRECTV’s lowest price package is the Family package, priced at $29.99, although
it is often more expensive than introductory pricing offered on other packages. The Family
package is availabie on the DIRECTV website. Agents use the Family package as a retention
offer if it meets the needs of the customer.
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Post-Hearing Questions for the Record
Submitted to Rasesh Patel, Senior Vice President, Product Management, AT&T
Entertainment Group (DirecTV)
From Sen. Tammy Baldwin

I understand the nced for DirecTV to evoive and target the millennial audience who
may prefer to only purchase internet service and stream shows online rather than
purchasing cable and internet services bundled together. However, as you are
unbundling internet and providing streaming services for them, it is also imperative
that you unbundle services to address the needs of older populations. Specifically, |
hear from constituents who don’t want to purchase internet in order to get a better
deal on TV and phone when they don’t cven own a computer. Additionally, online
account management services are fruitless if a customer doesn’t own a computer.

What is DirecTV doing specifically to address the needs of older populations to
ensure they have the service they desire and have customer care that actually helps
address their concerns?

Response: DIRECTYV is committed to providing all of its customers, including seniors,
competitively priced services that meet their unique needs. This includes the offering of
DIRECTV's satellite TV services on a standalone basis.

In addition, DIRECTYV makes available its customer service agents to customers that wish to
address their service issues over the phone. In fact, DIRECTV’s frontline call center agents
speak with hundreds of thousands of customers every day regarding a wide range of inquiries
and issues. Frontline call center agents receive extensive training concerning how to effectively
and courteously communicate with every customer. In particutar, DIRECTV trains its agents to
listen to customers and ask them clarifying questions so that the agent can extend an offer to the
custonter based on their unique and individual needs. DIRECTYV has also introduced step-by-
step trouble shooting instructions, with pictures, that can be accessed via the set-top-box, thereby
avoiding the need for customers to go on line to obtain this information.

I often hear from Wisconsinites living in rural areas about the challenges they face
in accessing a range of telecommunications services. As you know, broadband
Internet access is becoming a necessity for conducting business, accessing critical
services like telemedicine and government benefits programs and simply staying
informed. I also understand that there are significant costs involved in bringing
these services to less-populated areas and 1 have strongly supported government
cfforts to facilitate that infrastructure development,

What is DirecTV doing to ensure its products and services are available to
individuals in rural areas across this country — and at comparable cost and quality
to that provided to urban and suburban customers?
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Response: DIRECTV's satellite TV services are provided across the country, including in rural
areas, at the same quality, with the same richness of content, and at the same base package
price(s). Taxes and fees may differ in a given area, however. For example, DIRECTV does not
assess a Regional Sports Fee in all areas of the country.
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Post-Hearing Questions for the Record
Submitted to Dish Network
From Senator Claire McCaskill

“Customer Service and Billing Practices in the Cable and Satellite Television Industry”
June 23, 2016

1. How does Dish inform customers who are enrolled in automatic bill pay about
changes to their bill, such as price increases and overcharges?

Response: At the time of sale, DISH focuses on trying to ensure that the customer
understands the products and services they are receiving and all of the associated costs.
DISH has several ways to proactively inform customers of pending price changes on their
bill, including on the bill itself, emails, text messages, and set-top box pop-ups.

2. What efforts has Dish made to understand whether customers are receiving
adequate notice that their bill will change or that the cost of their package will
increase?

Response: DISH prides itself on transparency and strives to provide clear, consistent
communications to its customers. Customers can access their account information via
phone, text, paper bills, and the DISH website. DISH has worked continuously to
improve the quality and clarity of our bills, and today DISH ranks highly on customer
satisfaction surveys and reports for ease of understanding of the bill. DISH also answers
many customer billing questions on our website.? If a customer changes their service,
they will get a text or email along with their new bill, indicating the new monthly
amount.

3. Has Dish changed its billing notification practices related to price increases? H so,
please describe the changes that have been made and when these changes were
implemented.

Response: DISH has worked consistently to enhance communications with our
customers about pending price increases.” Aside from sending customers notice on the

! See “Credit Roll Off Example.PNG,” “One-Time Fee Example.PNG,” “Prorated Charges
Example.PNG,” “RTP Charges Example.PNG,” produced to Committee staff on June 7. 2016
(examples of customer pricing disclosures).

* See DISH Support, “Understanding Charges and Credits.”
https://www.mydish.com/support/billing/understanding-charges-credits.

* See “New Connect Work Order Created.pdf.” produced to PSI staff on May 11, 2016 (sample
email notification to new customers disclosing details of their DISH account); Text Messages
MyDISH _ DISH Customer Support.PDF, produced to PSI staff on June 7, 2016 (listing text
message commands for DISH customers).
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back of their monthly bill (or enclosed in the same envelope), DISH informs customers of
price increases in a variety of formats, including via text message, email, and/or set-top
box pop-ups.

4. Please provide a list of all promotional offers available between June 1, 2016 and
July 31, 2016 that are “roll to pay” or that require customers to affirmatively cancel
when that promotion ends or face being c¢harged for that programming or service
on their next bill. For those promotions that are “roll to pay,” please indicate:

Response: Provided as separate, confidential attachment.

a) Whether customers can cancel the programming or service online or whether
they must cancel over the phone.

Response: Customers can generally downgrade their service online or over the
phone.

b) Why Dish decided to make that promotion “roll to pay” instead of “roll to
drop.”

Response: Generally, programmers require that free introductory periods for
premium promotions are offered only on a rofl-to-pay basis. This arrangement allows
DISH to provide programming to customers for {ree during a trial period. DISH
would like more flexibility with these offers.

5. Are front line agents allowed to downgrade or cancel a customer’s service if they
request it?

Response: All agents can adjust a customer’s programming or service package.
Only DISH Loyalty agents are authorized to complete a customer’s request to
disconnect.

6. If a Dish customer wishing to disconnect does not want discuss their reasons for
canceling service, Dish training documents instruct that, “[u}sing an effective
transition statement to lead into probing will prevent disconnecting customers from
realizing you are working to save them.” If a customer calls Dish specifically to
cancel their service, can they do so without being asked additional questions or
being offered additional services?

Response: Most customers who initially call to cancel their service actually have an
issue that can be resotved short of disconnecting. As there are many possible nuances
with such discussions, we believe that there needs to be conservation with the customer.
Such reasons can include changing service levels, or a customer believing that they need
to cancel their account when she moves. There are also complexities with disconnecting
such as equipment returns and potential fraud issues, which also require a conversation

 DISH-PS12015Nov-000425336.
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with a customer service agent. As such, many customers that called in to disconnect are
still with DISH due to their productive conversations with a customer service agent.

Are customer service representatives penalized if they fail to ask why a customer is
changing or cancelling their service?

Response: No.

One suggestion that has been made by consumer advocates is to have a cable or
satellite TV subscriber “bill of rights,” much like the Department of
Transportation’s passenger protections for airline passengers, where consumers are
guaranteed a certain level of customer service. Given that Dish has declared its
commitment to a high standard of customer service, would Dish eppose such a “bill
of rights”?

Response: DISH supports industry efforts to improve customer service. DISH
welcomes the opportunity to be a part of discussions about customers’ service
expectations and providers’ service obligations.

What steps is Dish taking to more effectively communicate how fees are charged on
a customer’s bill?

Response: DISH's customer bills are at the top of the industry in terms of being easy to
read and understand. This is the result of concerted efforts by DISH to promote
transparency and avoid customer confusion.

Dish advertisements do not include the post-promotional price that customer’s pay
when their first or second year of service ends or their promotion rolls off, unless it
is in the finc print. Docs Dish plan to include this information in advertisements in
the future?

Response: DISH communicates its post-promotional prices to customers individually
through various notification methods. Each customer’s promotional price may differ
based on the premium add-ons, equipment, and other features the customer includes in
her service contract. DISH strives to communicate any changes in a customer’s bill
clearly and in advance of the adjustment.
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Post-Hearing Questions for the Record
Submitted to Kathleen Schneider, Senior Vice President, Operations, Dish Network
From Sen. Tammy Baldwin

“Permanent Subcommittee on Investigations: Customer Service and Billing Practices in
the Cable and Satellite Television Industry”

June 23, 2016

Q. I often hear from Wisconsinites living in rural areas about the challenges they face
in accessing a range of telecommnnications services. I understand that there are
significant costs involved in bringing these services to less-populated areas and I
have strongly supported government efforts to facilitate that infrastructure
development.

What is Dish doing to ensure its products and services are available to individuals in
rural areas across this country — and at comparable cost and quality to that
provided to urban and suburban customers?

Response: DISH is proud to be the only provider of local broadcast channels in all 210 U.S.
media markets, providing service to rural and less-populated areas all over the country. In
addition, DISH’s Sling TV service offers customers a low-cost alternative to traditional pay-
television packages. For as low as $20 per month, any customer with an Internet connection can
access many must-have cable channels including ESPN, AMC, CNN, and many more. DISH
also offers DISHnet satellite broadband to subscribers across the country, with a particular
emphasis on bringing service to rural and less-populated areas where cable/fiber/DSL is not built
out.
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