
1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

 
 

1236057.1   

 
 

BEFORE THE PUBLIC UTILITIES COMMISSION 
 

OF THE STATE OF CALIFORNIA 
 
 
 
 

In the Matter of the Joint Application of Frontier 
Communications Corporation, Frontier 
Communications of America, Inc. (U5429C), 
Verizon California, Inc. (U1002C), Verizon 
Long Distance LLC (U5732C), and Newco 
West Holdings LLC for Approval of Transfer of 
Control Over Verizon California, Inc. and 
Related Approval of Transfer of Assets and 
Certifications 

 
 
 
 

 
 
 
 Application 15-03-005 
(Filed March 18, 2015)  

   
 
 
 
 
 
 

VERIFIED RESPONSE OF 
 

FRONTIER COMMUNICATIONS CORPORATION 
AND FRONTIER COMMUNICATIONS OF AMERICA, INC. (U 5429 C) 

 
TO THE ORDER TO SHOW CAUSE 

 
 

 
Charles H. Carrathers III 
Registered In-House Counsel 
Frontier Communications Corporation 
2560 Teller Road 
Thousand Oaks, California 91320 
Email: chuck.carrathers@ftr.com  
 
 
 

Mark P. Schreiber 
Patrick M. Rosvall  
Sarah J. Banola 
COOPER, WHITE & COOPER LLP  
201 California Street, 17th Floor  
San Francisco, CA 94111  
Tel: (415) 433-1900  
Email: prosvall@cwclaw.com 
 
Attorneys for Frontier Communications 
Corporation and Frontier 
Communications of America, Inc. 

 
 
November 2, 2018 



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

 
 

1 

Frontier Communications Corporation and Frontier Communications of America, Inc. 

(U5429C) (collectively, “Frontier”) submit this response to the Order to Show Cause dated 

October 25, 2018 ("OSC").  Frontier provides this response without waiving its rights to present 

additional information to defend against the allegations in the OSC, including at the anticipated 

hearing, through supplemental pleadings or testimony, and through any other appropriate vehicle 

in this proceeding.  Frontier provides this response based on its understanding of the allegations in 

the OSC, the letter attached to the OSC, and the Petition for Modification filed by the California 

Emerging Technology Fund (“CETF”) on May 29, 2018 in this proceeding.  The OSC does not 

provide a detailed description of the alleged violations, and the schedule in the OSC afforded 

Frontier limited time to provide this response.  Nevertheless, Frontier provides this timely 

response based on a review of the known facts and its best efforts to understand the allegations in 

the OSC. 

I. INTRODUCTION 

The OSC appears to be based on a letter from Community Based Organizations (“CBOs”) 

that have partnered with CETF, who erroneously claim Frontier violated the Memorandum of 

Understanding and Agreement (“MOU”) the Commission approved in D.15-12-005.  The 

principal claim, as summarized on page 2 of the OSC, is that “Frontier promised to provide $3M 

in cash and 50,000 Internet-enabled computing devices” to CETF, but failed to do so.  As a matter 

of fact and law, and based on the plain language of Frontier’s commitments and obligations in the 

MOU, this statement is false.  In the MOU, Frontier did not agree to provide $3 million in 

unrestricted cash and 50,000 unrestricted Wi-Fi capable devices to CETF; rather, the MOU 

required Frontier to offer a specific, agreed-upon low-income broadband service to wireline voice 

customers, and to take the lead to identify and solidify funding of “up to” $3 million to be 

available through grants to CBOs and to distribute, during a specified timeframe, 50,000 devices 

for consumers in its service territory who subscribe either to Frontier’s or a competitor’s low-

income service offering. 

Frontier did exactly what it agreed to do:  (1) it offered the low-income broadband services 

identified in the MOU—Frontier has actually offered multiple low-income products in an effort to 
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1236057.1  2 

encourage adoption; (2) it made funding of up to $3 million available and provided that funding to 

the CBOs in accordance with the terms ($60 per low income customer adoption) agreed upon by 

CETF; and (3) it provided Wi-Fi capable devices to subscribers of low-income service offerings in 

the manner directed and agreed upon by CETF.  In fact, Frontier has performed beyond its 

obligations:  CETF has on hand today $714,720 in unencumbered cash Frontier paid to it beyond 

the funding CETF is entitled to under its agreement with Frontier, and the CBOs have 2,414 

Frontier-supplied unencumbered devices in inventory (this represents more than 1/2 of the total 

devices Frontier has provided to CBOs since August 2016) that have not been distributed to 

consumers subscribing to low income service offerings.  Given these facts, there is no basis for 

CETF’s claim that Frontier is in breach of the MOU. 

Frontier supports CETF’s overall mission and applauds its efforts to advance broadband 

adoption in California.  Consistent with this view, Frontier has operated at all times in good faith 

and in accordance with the terms of its agreement.  Despite Frontier’s considerable efforts and 

financial support for adoption, and its collaboration with CETF, the low-income broadband 

offering established by the MOU has not been as successful in attracting low-income customers as 

Frontier and CETF had anticipated.  Frontier agrees that outcome is disappointing, and, therefore, 

is continuing its efforts to provide low-income broadband offerings that are more attractive to the 

targeted communities.  The results of Frontier’s and CETF’s efforts to date reflect the difficulties 

of promoting broadband adoption and are not the consequence of any malfeasance on Frontier’s 

part.  Further, the other facts of Frontier’s compliance with the MOU, as set forth in section II(C), 

below, do not support any violation of Commission decisions or rules.  This OSC should be 

dismissed so that Frontier can return to the business of advancing its broadband network and 

working to encourage low-income consumers to subscribe to broadband services.   
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II. DISCUSSION 

A. Issue Presented  

The issue presented by the OSC is whether Frontier complied with the MOU and the 

associated Implementation Agreement between Frontier and CETF.1  If Frontier did so, then it did 

not violate D.15-12-005 or any other decision, rule, or law.  The specific questions presented by 

the OSC are:  (1) whether and to what extent Frontier was required to pay $3 million to CETF 

and/or its CBO partners; and (2) whether and to what extent Frontier was required to provide 

50,000 “Wi-Fi capable devices” to CETF and/or its CBO partners.   

The OSC also refers to Rule 1.1, but Rule 1.1 has no bearing on this matter, which is a 

straightforward determination of whether Frontier complied with the express terms of a written 

agreement.  Specifically, there are no factual assertions in the OSC or in any of CETF’s 

representations that suggest Frontier has misrepresented the facts or the law, or in any way misled 

the Commission. 

B. Background 

The relevant facts underlying this matter are as follows: 

1. Frontier and CETF entered into the MOU, which sets forth a low-income 

broadband offer that both parties believed would be attractive to low-income consumers and 

improve adoption rates among the targeted low-income population.2  This agreed-upon program 

included three major components: 

(a)  A commitment to offer an affordable low-income broadband product for $13.99 per 
month with a download speed of up to 7 Mbps, available only to Lifeline customers 
until the earlier of (i) three years or (ii) the date the FCC implemented its lifeline 
broadband program “with sufficient time to transition the ‘interim’ affordable 
broadband customers to the FCC [program].”3 

(b) The offering of no more than 50,000 Wi-Fi capable devices for a period of 2 years, 
available to any Lifeline customer in Frontier’s territory and administered by a non-

                                                 
1 The MOU is attached hereto as Exhibit A, and the Implementation Agreement is attached as Exhibit B. 
2 In compliance with Commission Rule 12.6, Frontier is bound not to reveal settlement discussions or 
communications that led to the agreement in the MOU.  The terms of the MOU speak for themselves and 
reflect Frontier’s and CETF’s judgment that the terms of the MOU were in the public interest.   
3 MOU, at p. 3, ¶¶ 4, 18.  This element of the MOU does not appear to be part of the OSC, as it is not 
addressed in the CBO letter attached to the OSC. 
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profit partner.4 

(c) Funding of “up to $3,000,000” to be available through grants to CBOs for their 
support in administering the program.5 

2. As explained in the MOU, the purpose of this program was to encourage broadband 

adoption for Lifeline-eligible consumers and it reflected an agreed-upon aspirational goal of 

200,000 Lifeline broadband customers; it did not mandate the enrollment of a certain number or 

percentage of customers.6 

3. In October 2015, the parties filed a Joint Motion with the Commission to Modify 

Positions in Proceeding to Reflect Memorandum of Understanding Between the Parties (“Joint 

Motion”) to inform the Commission of the MOU.  This Joint Motion makes clear that the agreed-

upon program in the MOU resolved all of CETF’s concerns: “CETF agrees that its public benefit 

concerns regarding the [t]ransaction have been resolved, and it hereby removes its request for 

adoption of all the commitments previously identified in its testimony and briefs in this 

proceeding to the extent they are different than the terms of the MOU.”7 

4. The Commission approved the MOU in D.15-12-005 and the transaction closed in 

April 2016.  

5. Thereafter, on July 22, 2016, the parties entered into the Implementation 

Agreement, which set forth, in detail, how the MOU was to be implemented and how funding and 

devices were to be supplied.  Specifically, in the Implementation Agreement: 

(a) Frontier and CETF agreed that Frontier would pay CBOs $60 per qualified 
adoption up to $3,000,000 and also distribute up to 50,000 Wi-Fi capable devices 
to the CBO for each new Lifeline broadband adoption in Frontier’s territory.8  
Frontier also agreed to pay CETF an additional $50,000—beyond what the MOU 
required—to support workshops and meetings.  

(b) Frontier and CETF agreed that these funds and devices would be provisioned 
periodically as Lifeline-eligible households enrolled in the service.  The 
Implementation Agreement includes a sample exhibit of quarterly payouts, and 
authorizes Frontier to deviate from this sample payout by withholding or adjusting 

                                                 
4 MOU, at pages 7-8, ¶¶ 20-22. The MOU makes clear that Frontier’s obligation to fund Wi-Fi capable 
devices was only for two years:  The devices “will be distributed over a two (2) year period beginning in 
July 2016 ….”  MOU, at p. 8, ¶ 22.  
5 MOU, at pp. 8-9, ¶ 24 (emphasis added). 
6 MOU, at p. 7, ¶ 17, 19 (explaining “aspirational target”). 
7 Joint Motion, at pp. 1-2.   
8 Implementation Agreement, at p. 1, § (B)(2).   
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payments if the number of Lifeline subscriber adoptions was not consistent with the 
projected payout amounts: “CETF is responsible for reporting all unused funds to 
Frontier quarterly, [and] Frontier reserves the right to withhold or adjust the next 
quarterly payment based on the unused and unencumbered funds.”9 

6. Further, the Implementation Agreement is clear that upon its expiration, CETF 

shall return any unused funds and devices to Frontier within 30 days.”10  This provision alone 

demonstrates that the statement on page 2 of the OSC—that “Frontier promised to provide $3M in 

cash and 50,000 Internet-enabled computing devices”—is incorrect.  For this statement to be 

correct, the “up to” language in the Implementation Agreement would have to be ignored as would 

the language in the Implementation Agreement pursuant to which CETF expressly agreed to return 

any unused funds and devices to Frontier.   

7. The Implementation Agreement executed by CETF and Frontier also specifies that 

it sets forth Frontier’s total obligations for providing funding and devices “under all provisions of 

the MOU.”11 

C. Frontier Complied with the MOU and Implementation Agreement 

Frontier fully complied with the express terms of the MOU and Implementation 

Agreement and fulfilled its commitments in the agreements.  Frontier offered the exact service the 

parties agreed upon in the MOU and provided the funds and devices in accordance with the terms 

of the MOU and Implementation Agreement:   

1. In July 2016, Frontier launched the low-income broadband offering specified in the 

MOU, which included a broadband product for $13.99 per month with a download speed of up to 

7 Megabits per second (“Mbps”), available only to Lifeline voice customers, a free modem and 

free installation. 

2. In accordance with the Implementation Agreement, Frontier advanced CETF 

$525,000 in September 2016 and another $500,000 in December 2016 for a total of $1,025,000. 

3. According to Frontier’s records, as of October 2018, collectively, the CBOs have 

facilitated 4,338 low-income customer adoptions.  Of these adoptions, 1817 (42%) were for 

                                                 
9 Implementation Agreement, at p. 2, § (B)(2)(d). 
10 Implementation Agreement, at p. 3, § (C)(6).  
11 Implementation Agreement, at p. 2, § (C)(2) (emphasis added). 
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customers subscribing to Frontier’s low-income broadband service, and 2,521 (58%) were for 

customers subscribing to a competitor’s low-income broadband offer.  Therefore, under the 

Implementation Agreement, CETF is eligible for funding in the amount of $260,280 (i.e. $60 x 

4,338) for these adoptions, plus the additional $50,000 Frontier agreed to provide to fund 

workshops and meetings, for a total of $310,280.   

4. In sum, based on the number of consumer adoptions CETF and its CBO partners 

have facilitated to date, CETF has received $714,720 ($1,025,000 - $310,280) in funding beyond 

what it agreed to receive under the MOU and Implementation Agreement. 

5. There is no factual basis for CETF’s claim that it is entitled to the remainder of the 

$3 million identified in the MOU.  CETF and Frontier expressly agreed that funding would be 

distributed in tranches (i.e. as needed) and was earmarked for funding future CBO low-income 

service adoptions.  CETF is still holding $714,720 in unspent funding, and the express terms of the 

MOU contemplate that the full $3 million would not be (and may never be) disbursed as it 

incorporated the limiting terms of “up to” $3 million.  Consistent with the MOU language, the 

Implementation Agreement specified that CETF would return all unused funds. 

6. With respect to the 50,000 Wi-Fi enabled devices, beginning in August 2016 

Frontier began distributing devices to the CBOs in response to their requests.  As of October 30, 

2018, Frontier has distributed 4,774 devices to CBOs, collectively.  Of that number, during the 26 

months that Frontier has been distributing devices, the CBOs have provided 2,360 devices to 

eligible low-income subscribers.  As a result, the CBOs currently have 2,414 devices (more 

devices than the CBOs have distributed in the last 26 months) on hand that could be distributed to 

consumers that adopt a low-income broadband service offering.12 

 7. At all times, Frontier has operated in good faith and in accordance with the MOU.  

In collaboration with CETF and based on regular (generally weekly) communication with CETF, 

Frontier offered the low-income product, funded CBO adoption payments, funded CETF 

workshops and meetings, provided devices to CBOs, and publicized the program and its low-

                                                 
12 On October 25, 2018, 580 new devices where shipped to CBOs.  Also, Frontier’s records show that a 
number of CBOs continue to distribute devices to consumers who take low-income broadband service from 
providers other than Frontier. 
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income broadband offerings, as required.  For example, Frontier has expended more than $1.17 

million since 2016 in targeted advertising, which included radio ads, mailers, billboards and other 

efforts to promote the product to low-income consumers—including its base of Lifeline voice 

subscribers—since it originally launched the offering.   

D. Frontier’s Performance Has Exceeded the Requirements of the MOU 

 The OSC’s claims should be placed in proper context, which must include a consideration 

of how Frontier has exceeded its obligations under the MOU as follows:   

First, Frontier continues to offer the low-income broadband service described in the 

MOU—a broadband product for $13.99 per month with a download speed of up to 7 Mbps, a free 

modem, and free installation for Lifeline voice customers.  Frontier has also voluntarily committed 

to continuing to offer this product until June 30, 2019, even though its obligation to offer this 

service has ended. Second, Frontier offers the Federal Communications Commission’s (“FCC”) 

Lifeline broadband service, which the FCC adopted and Frontier began offering in December 

2016.  Under this offering, low-income customers who qualify for Lifeline assistance may apply 

the benefit to any of Frontier’s Simply Broadband stand-alone broadband service offerings.  

Second, Frontier offers a “Frontier Fundamentals” plan, which is available to low-income 

households and does not require enrollment in the federal or California Lifeline.  In recognition 

that some customers do not want to subscribe to a “voice” service with the low-income broadband 

service—and taking into consideration CETF’s concerns that this was a factor in low-income 

adoptions—Frontier rolled out this product in the summer of 2018.  The Frontier Fundamentals 

plan offers increased broadband speeds—from 7 Mbps or higher to 25 Mbps or higher, depending 

on the available technology—as well as a free Wi-Fi capable device for new Frontier customers. 

Third, as discussed above, CETF has $714,720 remaining in unused funds that Frontier 

provided for the low-income broadband service.13  Under the Implementation Agreement, CETF 

was obligated to return these unused funds to Frontier no later than July 30, 2018, but Frontier has 

not requested return of these funds and has voluntarily committed to continue giving CBOs $60 

                                                 
13 Frontier’s Response to CETF’s Petition to Modify, at p. 14 (filed June 28, 2018). 



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

 
 

 

1236057.1  8 

per adoption through June 30, 2019.14 

Fourth, even as recently as October 25, 2018, Frontier has continued to provide WiFi-

enabled devices to CBOs for their low-income customer outreach efforts.  Frontier would have 

been within its rights to curtail these distributions under the terms of the MOU and 

Implementation Agreement but Frontier has continued to perform beyond the temporal scope of 

the MOU. 

In short, Frontier has not only met requirements of the MOU, it has voluntarily exceeded 

them.  This action further evidences Frontier’s good faith efforts to not only comply with the plain 

language of the MOU but also to take additional steps to encourage low-income broadband 

adoptions in its service territory. 

E. No Legal Basis Exists to Penalize Frontier 

 As the above facts demonstrate, Frontier complied with the terms of the MOU and the 

Implementation Agreement.  While the results of the program described in those agreements may 

not have fulfilled the Parties’ joint hopes for the program, Frontier’s actions constitute 

performance of its contractual and regulatory obligations under them.  Under well-settled 

principles of California law, the plain language of an agreement controls its interpretation, not a 

party’s goals or opinions.  Indeed, the MOU expressly provides it “will be interpreted and 

enforced pursuant to California law,”15 and California law provides that “the clear and explicit 

language” of a contract governs its interpretation,16 not parties’ positions during negotiations or 

other extrinsic evidence.17 

Neither CETF nor any CBO has pointed to a single provision of any agreement or 

Commission decision that Frontier has failed to fulfill.  Instead, CETF has argued that the 

language in the MOU is “secondary in importance and far less controlling” than the goal of low-

                                                 
14 Id. 
15 MOU, at p. 11, ¶ 41. 
16 See, e.g., Cal. Civ. Code § 1638 (governing “interpretation of contracts”). 
17 See, e.g., Cal. Code Civ. Proc. § 1856(a) (Terms set forth in a writing intended by the parties as a final 
expression of their agreement with respect to the terms included therein may not be contradicted by 
evidence of a prior agreement or of a contemporaneous oral agreement). 
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income broadband adoptions in California.18  This may be CETF’s policy view, but it is not the 

law.  CETF’s aspirational positions cannot be the basis for conclusions that an agreement has been 

violated and cannot support penalties for non-compliance with an agreement or Commission 

decision when neither include the requirements that CETF now wishes had been imposed.  

Similarly, the CBO letter attached to the OSC merely repeats CETF’s incorrect recasting of the 

operative agreements.19  The CBOs were not promised 50,000 devices and CETF is not owed $3 

million because the agreements that CETF voluntarily entered into with Frontier do not mandate 

these outcomes. 

F. Frontier Has Not Violated Rule 1.1 

 The OSC raises Rule 1.1 issues for the first time, but does not explain how a dispute 

between the parties regarding the express terms of their agreements could generate an allegation 

that Frontier misled the Commission.  For the Commission to reach a finding that Rule 1.1 was 

violated, an “artifice or false statement of fact or law” that misled the Commission is required.  

Rule 1.1.  No such statement exists, nor is there any allegation that the Commission was misled as 

to any of the facts, legal representations, or agreements in this proceeding.  And the facts do not 

support such a finding.   

As discussed above and in Frontier’s Response to CETF’s Petition to Modify, Frontier has 

complied with the MOU and the Implementation Agreement.  Frontier has set forth the specific 

provisions of the MOU and Implementation Agreement applicable to this matter and has explained 

how Frontier has satisfied these provisions.  In doing so, Frontier has not made any false statement 

of fact or law, nor has any such statement been alleged that could form the basis for a Rule 1.1 

violation. 

III. CONCLUSION 

Frontier did not violate the MOU or Implementation Agreement that it and CETF 

                                                 
18 Petition, at p. 10. 
19 The OSC, on page 2, states that on October 8, 2018, “CETF and the community organizations who were 
promised money and equipment from Frontier in the MOU sent a joint letter to the Commissioners” stating 
that Frontier has failed to keep its commitments to provide the $3M in cash and the 50,000 Internet-enabled 
computers. Frontier was not served with this letter, and saw it for the first time when it was attached to the 
OSC.   
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executed.  Frontier provided the exact low-income broadband service required by the MOU, and 

delivered funds and devices in the manner CETF and Frontier agreed upon in the Implementation 

Agreement.  In fact, Frontier exceeded the requirements of the MOU by launching additional low-

income offers while still voluntarily continuing to offer the service specified in the MOU as well 

as by not requiring return of either unused funding or devices, as it is entitled to do under the 

MOU.  Despite Frontier’s good faith efforts to work with CETF and its CBO partners over the last 

two years, the number of low-income consumers adopting Frontier’s discounted broadband plans 

is lower than both parties hoped, but this does not equate to a breach of the MOU nor could it 

support a finding that Frontier has violated any of the Commission’s rules.  It instead simply 

reflects the marketplace and consumer preferences, which Frontier does not control.  

 Submitted this 2nd day of November, 2018 at San Francisco, CA. 

Mark P. Schreiber 
Patrick M. Rosvall  
Sarah J. Banola 
COOPER, WHITE & COOPER LLP  
201 California Street, 17th Floor  
San Francisco, CA 94111  
Tel: (415) 433-1900  
Email: prosvall@cwclaw.com 
 
By: /s/_Patrick M. Rosvall   
 Patrick M. Rosvall 
 
Attorneys for Frontier Communications 
Corporation and Frontier Communications of 
America, Inc. 
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