
SERVICE QUALITY ANALYSIS UPDATE:
AT&T CALIFORNIA 4A

Principal observations and takeaways

! AT&T California's performance in 2018-2019 has deteriorated relative to where it had
been in the 2010-2017 Phase 1 study period, and its performance with respect to nearly
every one of the service quality metrics that we had examined in Phase 1 has deviated
further from the Commission's GO 133-D service quality objectives and standards.

 ! The greatest demand drop-offs for legacy POTS services continues to be experienced in
the largest wire centers.  

 ! The trend in average duration of all out-of-service conditions over one hour had been
steadily increasing over the Phase 1 study period, and spiked further in 2018-2019.  By
the end of 2019, it took AT&T 67% longer to restore service than it took in 2010.  

 ! Over the 2010-2019 study period, AT&T's average duration for service outages
exceeding 24 hours has increased by roughly 67%.  

 ! During 2018-2019, 55.9% of the 573,591 out-of-service conditions (38.2% on an
"adjusted" basis) remained uncleared after 24 hours, up from the corresponding 49.6% /
36.7% levels during the 2010-2017 period.  To satisfy the GO 133-C/D §3.4(c)
requirement, these percentages would need to drop to less than 10%.

 ! On an adjusted basis, the number of days required for AT&T to clear 90% of all
out-of-service conditions was increasing at a faster rate over the 2018-2019 period than
over the longer Phase 1 period.  Over the eight years from 2010Q1 through 2017Q4, the
number of days required for AT&T to clear 90% of service outages increased at an
annual rate of 3.37%, from 4.10 days to 5.30 days.  Over the next 24 months, from
2017Q4 to 2019Q4, the days to clear 90% jumped at an annual rate of 13.77%, from 5.30
to 6.86.

 ! There continues to be little effective competition for POTS services.  If the market were
sufficiently competitive, the greatest loss of demand would occur in wire centers
exhibiting the poorest service quality. In fact, the greatest drop-off in demand has
occurred in wire centers with the best service quality records.

75 ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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! Performance across most service quality metrics is better in wire centers that have been
upgraded with fiber optic distribution facilities, in those serving higher-density urban and
suburban communities, in larger wire centers, and in those with the largest losses of
customers to competitors.  But in almost every category, performance has significantly
deteriorated over the 2018-2019 period.

! Wire centers upgraded with fiber to support broadband services achieve better service
quality performance scores in every category – but in 2018-2019, service quality in both
types of wire centers was decidedly inferior to what had been achieved during the Phase
1 2010-2017 period.  Based upon Phase 2 trend lines, AT&T needed only 1.15 days to
clear 90% of service outages in wire centers with fiber optic facilities as of the end of
2019; for non-upgraded wire centers, it took 2.43 days to clear 90%.  The corresponding
figures as of the end of Phase 1 (4Q2017) were 1.10 and 1.86.

 ! The strong relationship between the number of POTS lines in a wire center and the
quality of service provided has persisted into the 2018-2019 period, with the number and
the rate of increase in OOS per 100 POTS lines continuing to be lowest in the very
largest (over 20,000 lines) wire centers.  However, service quality has deteriorated in all
line-size categories since 2017.

 ! Wire centers that had experienced the lowest rate of POTS line losses – less than 50%
over the study period – saw the largest increase in service outages; for those with
successively larger line loss percentages, the incidence of service outages increased
more slowly or remained almost constant over the study period.  But performance in
nearly all of the service quality metrics we studied deteriorated after 2017.

 ! Except in areas with the highest population density, AT&T's response to out-of-service
conditions has generally deteriorated over the study period.  That deterioration appears to
have accelerated for all population density categories in the 2018-2019 period.

 ! Of the five AT&T maintenance (AFO) districts, LA/Bakersfield and San Gabriel had
shown significant improvements in most OOS metrics during the Phase 1 study period. 
However, even those improvements appear to have largely reversed in 2018-2019.

 ! Since the bulk of AT&T's investments in its ILEC network have been aimed at upgrades
that support broadband services, the AFO Districts with the smallest percentage of such
upgrades have continued to  experience substantial degradations in service quality into
the 2018-2019 period.  This result further underscores the pressing need for
infrastructure investment irrespective of AT&T's pursuit of the broadband market.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



Figure 4A.12: The number of days required to clear 90% of AT&T California out-of-

service incidents (adjusted) also increased in 2018-2019. 133

Figure 4A.13: Wire centers that had not been upgraded with fiber optic facilities

experienced further degradation in the number of out-of-service incidents

per 100 access lines (actual) in 2018-2019. 135

Figure 4A.14: The average duration for OOS over 24 hours (actual) in wire centers that had

not been upgraded with fiber optic facilities grew even longer in 2018-2019. 136

Figure 4A.15: The percentage of  all OOS cleared within 24 hours (actual) dropped

considerably both in fiber and non-fiber wire centers in 2018-2019. 137

Figure 4A.16: It took AT&T California more days to clear 90% of outages (actual) both

in fiber and non-fiber wire centers in 2018-2019. 138

Figure 4A.17: The largest wire centers generally experienced the lowest out-of-service rate

per 100 lines in service (actual), but the outage rate increased for all wire

center size categories in 2018-2019. 161

Figure 4A.18: The largest wire centers generally exhibited the shortest average duration of

OOS over 24 hours (actual); the two largest size categories saw some

improvement in 2018-2019, while the two smallest size categories

experienced even longer durations than in the Phase 1 study period. 162

Figure 4A.19: The largest wire centers generally exhibited the highest percentage of all

OOS cleared within 24 hours (actual), but all five size categories saw

significant decreases in this metric in 2018-2019. 163

Figure 4A.20: The largest wire centers generally required the fewest number of days to

clear 90% of all out-of-service incidents (actual), but the days -to-clear

metric increased across all size categories in 2018-2019. 164

Figure 4A.21: Companywide, AT&T California experienced a net loss of 78.6% of its

POTS access lines in service over the 2010-2019 period. 167

Figure 4A.22: AT&T California wire centers with the fewest POTS line losses have

experienced the greatest increase in OOS per 100 lines in service (actual),

a disparity that became even greater in 2018-2019. 169

Figure 4A.23: AT&T California wire centers with the largest POTS line losses had been

experiencing the shortest average durations of OOS over 24 hours (actual) in

the Phase 1 study period, but durations in this category saw a huge spike in

the 2018-2019 period. 170

80

4A���Service Quality Analysis Update:  AT&T California

         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.24: AT&T California wire centers with the largest POTS line losses are
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Phase 2 2018-2019 update to the AT&T California Service Quality analysis

This chapter updates Chapter 4A in our Phase 1 Report to include AT&T California trouble

report records for 2018-2019 that have been submitted by the company as required pursuant to

GO 133-D.  As we discuss in detail below, this updated analysis indicates that, in general, AT&T

California’s performance in 2018-2019 has deteriorated relative to where it had been in the 2010-

2017 Phase 1 study period.  The company’s performance with respect to nearly every one of the

service quality metrics that we had examined in Phase 1 has deviated further from the

Commission’s GO 133-D service quality objectives and standards.  AT&T California continued

to account for a successively smaller portion of its parent company’s operations, a fact that

appears to be fully reflected in the low priority that AT&T California has been receiving both

with respect to capital investment and senior management attention over the past several years.

�

AT&T California's performance in 2018-2019 has deteriorated relative to
where it had been in the 2010-2017 Phase 1 study period, and its
performance with respect to nearly every one of the service quality
metrics that we had examined in Phase 1 has deviated further from the
Commission's GO 133-D service quality objectives and standards.

Access line demand continues to plummet

In the first part of this Chapter 4, we updated the California statewide ILEC demand over the

2008-2018 period based upon published and publicly available FCC data.  The GO 133-C/D data

routinely submitted by AT&T California to the CPUC indicates that AT&T’s legacy circuit-

switched POTS access line demand drop-off rate is similar to the industry-wide results for

California being compiled by the FCC.  This downward trend persisted into 2018 and 2019.  In

the two years from December 2017 to December 2019, the company lost 565,537 POTS access

lines, going from  2,245,171 in December 2017 to 1,679,638 in December 2019.  For the entire

10-year period from January 2010 through December 2019, total AT&T California POTS access

lines in service experienced a 79.1% decrease, dropping from 8,035,134 in January 2010 to

1,679,638 in December 2019.  The calculated long-term trend in total out-of-service incidents

dropped from 322,075 in the first quarter of 2010 to 68,409 in the fourth quarter of 2019, a

similar decrease of 78.76%.  Figure 4A.1 plots AT&T California access lines in service and out-

of-service incidents over the full 2010-19 period.  Every AT&T California wire center continued

to experience further erosion in POTS demand, but the drop-off rate for individual wire centers

was highly variable.  The largest drop was 96.56% in the Paradise Main wire center, which had

12,039 lines in service as of January 2010 but only 414 by the end of 2019.  As shown in Table

4A.1, the greatest demand drop-offs generally occurred in the largest wire centers.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Table 4A.1

AT&T CALIFORNIA
DROP-OFF IN POTS DEMAND AT WIRE CENTERS OF VARYING SIZES

JANUARY 2010 – DECEMBER 2019

Wire Center Size
No. of Wire

Centers
Total lines
Jan 2010

Total lines
Dec 2017

Total lines
Dec 2019

% change
2010-2019

Small (<1000 lines) 90 43,326 19,710 16,396 – 62.16%

Medium (1000-3000) 109 202,041 70,494 54,785 – 72.88%

Large (>3000-10000) 140  802,097  237,004  180,073 – 77.55%

Large Urban (10000-20000) 205  1,532,574  429,100  320,440 – 79.09%

Large Metro (>20000) 168  5,445,451  1,488,863  1,107,849 – 79.66%

TOTAL 612 8,035,134 2,245,171  1,679,543 – 79.10%

NOTE. Size categorization per GO 133-C/D size ranges are based on POTS lines in service as of January 1, 2010.

Figure 4A.1 below compares the decrease in AT&T California’s POTS lines in service with

the fitted trend of total OOS incidents over the 2010-2019 period.  As shown, the relative

decreases have in aggregate been similar, although there has been a small increase in the relative

incidence of OOS conditions.

�
The greatest demand drop-offs for legacy POTS services continues to be
experienced in the largest wire centers.

�
From January 2010 through December 2019, total AT&T California POTS
access lines in service experienced a 79.1% decrease, dropping from
8,035,134 in January 2010 to 1,679,543 in December 2019.

�
The continuing erosion in POTS demand occurred in every AT&T
California wire center over the 2018-2019 Phase 2 study period.

�
Viewed over the full 10-year Phase 1 and Phase 2 periods, the relative
decrease in AT&T POTS lines in service has exceeded the relative
downward trend of total out-of-service incidents.

83

4A���Service Quality Analysis Update:  AT&T California

ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.1. The decrease in the number of AT&T California out-of-service

Incidents has roughly corresponded with the drop-off in access lines in service

over the 2010-2019 period.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Trouble Reports and POTS Lines in Service – a more granular perspective

Viewed at the individual wire center level, the ratio of out-of-service conditions to total

POTS lines has varied both from month-to-month and as a long-term trend over time.  Focusing

specifically upon out-of-service conditions not cleared within 24 hours, some wire centers have

experienced significant increases in the incidence of this condition, while others have seen

improvements.  The following tables summarize the most recent two years’ (2018-19) experience

with respect to four service quality metrics.  Each table provides the 20 wire centers with the

worst and the 10 wire centers with the best performance with respect to each of these four

metrics.  Table 4A.2 presents the percentages of out-of-service conditions not cleared within 24

hours (expressed on a per 100 POTS lines per month basis).  Table 4A.3 provides the average

out-of-service durations.  Table 4A.4 provides the percentages of out-of-service incidents cleared

within 24 hours.  Table 4A.5 provides the number of days to clear 90% of out-of-service condi-

tions.  Finally, Table 4A.6 provides these data elements for all AT&T wire centers sorted

alphabetically.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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         ECONOMICS AND 
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



�
���

��
��

	�
��


��
�

�
���

�
�
��

	�
�

�


�

�
��
��
��

�
��

��
��
��

���
��

�
'�

�	
��
�

�
�
��
��

��
��
��
�
�

�
��

��
�
��

	�

�
�
��

 !
�

��
���

��
�

�
�

��
��
�

�
��

	�

"�
	�

�
#�
��
�$

�
%
&��

� 
!�

��
'�
��

�'
��

$(
�

"�
	�

�
#�
��
�$

�
%
&��

� 
!�

��
'�
��
��
$(
�

)�
$�

*�
�	�

�
�#
��
��+

�,
�

�
�
��

�'
��

$(
�

)�
$�

*�
�	�

�
�#
��
��+

�,
�

�
�
��
��
$(
�

�
��
��
��

�
�
�
��

-
'�
�	
��
��

��
��
��

�
��
��
��

�
�
".

�
�

�
�
��

-
'�
�	
��
��

��
��
��

�
�
��

/�
	�
#

�
�
��
��
��

��
'�

�
�
��
��
 !
�

0
�'

��
�
�
��
��
��

%
��
1

�
".

�
�

�
�
��
��
��

��
'�

�
".

�
�

�
�
��
��
 !
�

��
'�
�

�
".

�
�

�
�
��
��
��

�
��
1

��
��

�
��

��
��

�
��
��

��
��
�
��
�

��
�

��
�

��
��

��
��
�

��
��
�

��
�

�
�

��
��

��
��

�
��

��
�

��
��

�
��
��
��

�!
�

��
��
��

��
��

�
��
�

��
�

��
��

��
��

��
��
�

�
��
�

��
�

��
�

��
��

��
��

��
��

��
�

��
�

�
��
$
�

��
�
�

��
$
��
��
�

��
��

��
��

��
��

��
��
�

��
��
�

�
�

��
�

��
��

��
��

��
��

��
��

��


��
��
��

��


��
�$

��
��
��
��

�
��
��

�$
��

�
��
�

�
�

��
��

��
��

�
��
�

�
��
�

��
�

��
�

��
��

�
��

��
�

��
�

��
�

��
��
�

��
��

��
!
��
�#

�
��
	
�

�
��
��

�!
�#

�
��
�

�
�

��
��

��
��

�
��
�

�
�
�

��
�

��
�

��
��

��
��

��


��
�

��
�

��
��
�

��
��

��
��
!
�!

�
��
��

��
!
!
�
��
�

��
�

��
��

��
��

�
��
�

�
�
�

��
�

��
�

��
��

��
��

��
�

��
�

��
�

��
��
�

��


�
��

��
$
��
�

��
�
��

��
$
�
�
��
�

�
��

��
�

��
��

��
��
�

��
��
�

�
�

�
�

��
�

��
�

��
��

��
�

��
�


��
�

�
�

��
��

�
�
$
�

��
�
�

��
�
$
�
��
�

��
��

��
��

��
��

��
��
�

��
�
�

�
��

��
�

��
�
�

��
�

��
��

��
��

��


��
�

��
�

�
�

��
��

�
�
�
�

��
��
��

��
�
��

��


��
��

��
��

��
�

��
��
�

��
��
�

��
�

��
�

�
��

�
��

��
��

��
��

��
�

��
�

��
��

��
��

��
�

��


��
�	
��
�

�
�
��

�	
��
�
��
�

��
��

��
�

��
��

��
��
�

��
��
�

��
��

��
�

�
��

��
��

��
�

��
��

��
�

��
�

��
��

�
�

��
��



��
��
��

�
��
�


��
�*

��
��

�
��
��

��
��

�
��
�

��
��

��
�

��
��


��
�

�
��
�

��
�

��
�

��
��

��
��

��
�

��
�

�
�

��
�


�

�
�

�
�#

��
��
#�

�
�

��
��
�

��
��
�
��
�

��
��

��
��

��
��

��
��
�

��
��
�

��
�

��
�

�
��

�
��

��
�

��
�

�
�

��
��
�

��
�


�#

��
��


$
%��
��
�
�

��
��
��

��
��

�
��
�

��
�

��
�

��
��

��
��
�

��
��
�

��
�

��
�

��
��

��
��

��
�

�


��
��

��
�

��
�

�#
�
��
	
��
��
�

��
��
��

�#
��
�
��
�

��
�

��
��

��
�

��
��
�

��
��
�

��
��

��
�

��
��

��
��

��


��
�

��
�

��


�


��


��
��
���
��
��

�
��
�
��

��
�
�
�
��
�

�
��

��
��

��
��

��
��
�

��
��
�

��
�

��
�

��
��

��
��

��
�

��
�

��
�

��
��
�

��
�


��
��
�
��

��
��
��

��
��
�
��
�

��
��
�

��
�

��
��

��
��
�

��
��
�

��
�

��
�

��
��

��
��

��
��

��
��

��
��

�
�

��
��

��
��

�
��
��
��

�
� 
��

�
�

��
��
��

��
 �

�
��
�

��
��

��
�

��
��

��
��
�

��
��
�

��
�

�


��
��

��
�

��
�

��
�

�


�
��
�

�
�

��
��
�
�
��
�
�
�$
��
�

��
��
��

��
��
�
��
�

��
��

��
��

��
��

��
��
�

��
��
�

��
�

��
�

�
��

��
��

�
��

��
��

��
��


�

�
��

��
��

��
�

��
�
�
��
�
�
!

�
��
�

��
��
�
��
�

�
�

��
�

��
��

��
��
�

��
��
�

�
��

��
��

��
��
�

��
��

��
�

��
�

��
�

��
��
�
��
��

�
!

��
��
��

��
��
�
��
�

��
�
�

��
��

�
�
�

��
��
�

��


��
�

�
��

��
��

��
��

��
�

��


�
�


��


�
��
��
�

��
�
��

�

��
�
��
�

�
�

��
��

��
��

��
��
�

��
��
�

��


��
�

�
�

��
��

�
�

��
�

��
��

�
�


�
�
�

��
��
��

�

�
��
��
�

��
�

��
��

��
��

��
��
�

��
��
�

��
�

��
�

��
��

��
�

��
�

��
�

��
�

�
�


�
��

�
�
�
��

��
��

�
��
�

��
��

��
�

��
��

��
��
�

��
��
�

��
�

�
�

�
��

��
��

��
�

��
��

��
�

��
�

��
�

��
�

��
�


��
��

��
�
��

�
��
��
��

��
�
��

��
�

��
�

��
��

��
��

�
��
�

��
��
�

��
�

��
�

��
�

�
��

��
�

��
�

��
�

��
��


��
�

��
��
�
�
��
�
��
�

�
��
��

��
�
��

��
�

��
��

��
��

��
�

��
��
�

��
�
�

��
�

��
�

�
��

��
��

�
�

��
�

��


��
��
�

��
�

��
��
��
�

��
��
��

$
!
��
�
��
�

��
�

��
��

��
��

��
��
�

��
��
�

��
�

��
�

�
��

��
��

��
�

��
�

�
��

��
��

�
��
$
��

��
�

�
��
��

��
��

�
��
�

��
�

��
��

��
��

��
��
�

��
��
�

��
�

��
�

��
��

��
��

��
��

�
��

��
�

�
��
��

�&
��

�
��
��
��

!
��

��
��


�
��

��
��

��
��

��
��
�

��
��
�

�
�

�
�

��
�

��
��

��
�

��
�

�
�

�
�
�

��
�

�
��
�
��

�
�#

���


�
�
��
��

��
�
��

��
�
�
�
��
�

��
��

��
��

��
��

�
��
�

��
��
�

��
�

��
�

��
��

�
��

�
�

��
�

��
�

��
�

��
�

��
�

��
��
$
#�
�

��
�
��

 �
�!
�
��
�

��
��

��
�

��
��

��
��
�

��
��
�

�
�

��
�

��
��

��
��

��
��

��
��

��
��

��
��
��

�
�

��
��
$
#�
��
�
�

��
�
��

�$
��
�
��
�

��
�

��
��

��
��

�
��
�

��
��
�

��
�

�
�

��
��

��
��

��
�

��
�

��
�

��
��

�
��
�
�
��

�
�

��
��
��

��
!
	
�
��
�

��
��

��
�

��
�

�
��
�

�
��
�

��
�

��
�

��
��

�
��

��
�

��
�

�
�

��


��
�

�
�

��
��
�
�
��
 �

��
�

��
��
��

��
 �
�
��
�

��


��
��

�
��

�
��
�

�
��
�

��
�

��
�

�
�

�
��

��
�

�
�

�
�

��
�
�

��
�

��
��
��
!
��
��

�


�

��
��
��

�
�
��

�
��
�

�
��

��
�

��
��

�
��
�

�
�
�

��
�

��
�

�
��

�
��

��
�

��
��

��
�

��
�

��
�

��
�

��
��
��
!
��
��
��

�
��
��
��

$
!
��
�
��


��
��

��
��

��
��

��
�
�

��
��
�

��
�

��
�

��
��

�
��

��
��

��
��

��
�

��
��
�

��
�

��
��
�
�
�
��

�
��
��
��

��
��
�
��
�

��
�

��
��

��
��

��
��
�

�
��
�

��
�

��
�

��
��

��


��
��

�
�

��
��

�
��
�
��

��
��
��

�
��
��
��

��
�
�
�
��
�

��
�

��
��

�
�

�
��
�

�
��
�

��
�

��


�
��


��

��
�

��
�

��
�

�
��
�

��
�

�
��
 


�
�
�

��
��
��

� 
�
�
�
��
�

��
��

��
��

��


��
�
�

��
��
�

��
�

��
�

�
��

�
��

��
�

��
�

�
�

�
��
�

��
��

��
#�
�
�

��
��
��

�#
��
�
��
�

��
�

�
�

��
��

��
��
�

��
��
�

��
�

��
�

�
��

�
��

��
�

��
�

�
�

�
��
�

��
�

��
��

$
��
��

��
�
��

�$
��
�
��
�

��
�

��
�

��
��


�
�

��
��
�

��
��

��
�

�
��

�
��

��
��

�
��

��
��

�
��

�
�
��

�
�

�
��
��

��
�
�
�
��
�

��
��

��
�

��
��

��
��
�

��
�
�

��
�

�
�

��
�

��
��

�
�

��
��

��
�

��
��
�

�
�

��
��
��

�
��
��
�

��
��

�
��
�

�
��

��
��

��
��

��
��
�

��
��
�

��
�

��
�

�
��

��
�

��
�

��
��

��
�

��
�

�
��

��
�

��
�

��
��

�#
��
�
�

�
��
��

��
#�

�
��
�

��
�

��
��

��
��

��
��
�

��
��
�

�
�

�
�

��
�

��
��

��
�

��


��
�

��
�

�
��
��
�!
�!

��
�
��

��
�
!
�
��
�

��
�

��
��

��
��

�
��
�

�
��
�

��
�

��
�

�
��

��
��

��
�

��
�

��
�

��


�
��


�
��

�
�
��
��

��


�
�
��
�


��

��
�

��
�

��
��
�

��
��
�

��
�

��
�

�
��

��
��

�
�

��
�

��
�

�
��
�

��
�

��
�

��
�
�

��
��
�

�

��
�
��
�

�
��

��
��

��
��

�
�
�

�
��
�

��
�

��
�

�
��

�
��

��
��

��
��

��
��

��
�

��


��
�

��
�

�
��

�
�

��
��
�

��
��
�
��
�

��
��

��
��

��
��

�
�
�

��
��
�

��


��
�

�
��

�
�

��
��

�
��

�
��


�

��
��

��
�

��
�

/�
=#
��
!�

>B
���

��
��
� 

��
���

?�

101

4A���Service Quality Analysis Update:  AT&T California

ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
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AT&T Service Quality Performance

In our Phase 1 Report, we described a series of detailed analyses of AT&T service quality

and performance in resolving out-of-service conditions both statewide and, more importantly, on

a wire center-by-wire center basis.  Each of these analyses are updated here to include results for

2018 and 2019.

“Adjusted” vs. “actual” results

 As we explained in our Phase 1 Report, GO 133-C/D does not hold ILECs responsible for

the entire outage duration if a Sunday or federal holiday intervenes.   Outage durations are thus

adjusted for GO 133-C/D compliance purposes by subtracting Sunday or federal holiday hours

that fall within an outage situation.  Certain additional situations have also been treated as

“excluded” even though, from the customer’s perspective, the service is not functioning.10  As we

explained in our Phase 1 Report, ETI does not believe that it is appropriate to entirely exclude all

instances where, upon encountering an out-of-service condition, the customer has requested an

appointment date/time at the customer’s convenience because the requirement to accommodate

the customer’s personal needs in order to effect a restoration of service is a direct result of the

service outage itself.  Instead, the delay in the ultimate restoration of service attributable to the

additional time needed to satisfy the customer’s request for an appointment should be adjusted

out of the total out-of-service duration.  ETI was advised that such an adjustment is already

reflected in the “CPUC Duration” calculation provided on the individual Trouble Report data

records.  Figures 4A.4 through 4A.12 provide the OOS data on both an actual and an adjusted

basis.

Focus upon 2018-2019 results

Inclusion of the additional 2018-2019 trouble tickets has enabled us to develop service

quality trends over a 10-year period (2010-2019) whereas the Phase 1 study was limited to only 8

years of data.  However, we also wanted to examine each of the two datasets separately in order

to evaluate whether conditions in these last two years had improved or deteriorated relative to the

Phase 1 study period.  Each of the service quality charts presented in this chapter provides three

separate trend lines – the full 10-year trend (the solid red line); the 8-year Phase 1 trend (the

dashed green line, which is approximately the same as the 8-year trend line presented in our

    10.  Again serving to underscore the ILECs’ persistent lack of interest in their legacy services, principal ILEC

competitors – cable MSOs and Commercial Mobile Radio Service (CMRS) carriers – typically provide customer

support and are able to address most service outages on a 24/7 basis without taking weekends and holidays off. 

While the CPUC has given the ILECs a “pass” in this regard, competitive marketplace forces have generally failed to

compel the ILECs to offer repair services comparable to what is routinely available from rival providers.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Phase 1 Report11); and the 2-year Phase 2 trend line for 2018-2019 (the dashed purple line).  This

format provides a convenient visual comparison of the Phase 1 and Phase 2 results for each of

the individual service quality metrics we examined.

Each of these three trend lines was calculated using a separate regression analysis, each

confined to its respective period (i.e., 2010-2019, 2010-2017, and 2018-2019.  In order to

compare the results for 2018-2019 with the Phase 1 trends, the 2018-2019 analysis used the

fourth quarter of 2017 as a starting point.  Since these trends were each subject to separate

calculations, their respective starting and ending points are discontiguous.  For this reason, the

focus should be mainly upon the percentage change – up or down – over each of the periods

studied, rather than upon the absolute starting and ending values.

Out-of-service conditions overall

There has been a slight upward trend over the 10-year study period in the number of out-of-

service trouble reports per 100 access lines, as shown on Figure 4A.2.  The rate of increase, as

shown on the 2018-2019 trend line, has accelerated slightly relative to where it had been for the

2010-2017 Phase 1 study period.  Updated Figure 4A.2 eliminates all trouble tickets that did not

involve an out-of-service condition.  Updated Figure 4A.3 eliminates trouble reports that could

be quickly resolved  – for example, by advising the customer to make sure that the handset is

plugged in or that the battery in a cordless phone has not run down.  By excluding those OOS

complaints that can typically be cleared up quickly, we refine our focus to conditions that will

require more complex remedial measures.  As shown on Figure 4A.3, while there had been a

generally upward trend in the average duration of all OOS conditions over one (1) hour in

duration over the Phase 1 study period, 2018-2019 saw a sharp increase for that metric.  It took

AT&T some 29% longer on average to restore a service outage at the end of the 8-year study

period than at its outset.  However, for 2018-2019, that trend increased even further, rising

26.3% in just two years.  The long-term trend, calculated over the full 10-year (2010-2019)

period, was 67.3% higher at the end of the period than at its outset.

�

The trend in average duration of all out-of-service conditions over one
hour had been steadily increasing over the Phase 1 study period, and
spiked further in 2018-2019.  By the end of 2019, it took AT&T 67%
longer to restore service than it took in 2010. 

    11.  Some 2010-2017 trend lines differ slightly from those presented in the Phase 1 Report due to certain revisions

and corrections that we have made to the earlier methodology for calculating “adjusted” results – those reflecting the

GO 133 §3.4(b) “credit” for Sunday and Holiday time from the “actual” elapsed duration of service outages.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.2. Over the 2010-2017 period, the trend of AT&T California

out-of-service incidents per 100 access lines (actual) had been increasing; for

2018-2019, that trend experienced a further increase.

Figure 4A.3. The rate of increase in the average duration of AT&T California

out-of-service incidents lasting more than one hour (actual) grew even larger in

the 2018-2019 period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Duration of out-of-service conditions

A principal focus of the Commission’s concerns regarding ILEC service quality is with

respect to both the frequency and the duration of out-of-service conditions.  GO 133-C/D has

placed particular emphasis upon protracted out-of-service situations, focusing specifically upon

POTS lines that are not restored within the first 24 hours. 

Updated Figures 4A.4 and 4A.5 track the average duration of all OOS conditions and the

average duration of OOS conditions greater than 24 hours, respectively, together with their long-

term trend lines, on an actual basis.  Updated Figures 4A.6 and 4A.7 present these same metrics

on an adjusted bases (i.e., excluding Sunday/holiday hours and OOS conditions deemed beyond

the carrier’s control).  As the results show, for AT&T California overall, the actual durations of

all reported service outages (Figure 4A.4), as reflected in the trend line, have steadily increased

by 77.6% over the full 10-year study period.  Looking at the Phase 1 and Phase 2 study periods

separately, we observe a particularly sharp increase in 2018-2019.  The 2010-2017 trend in

average OOS duration increased by 31.0% from 2010 through 2017.  However, in just the last

two years, that metric jumped by another 28.4%.   For outages that remained uncleared after 24

hours (Figure 4A.5), their trend line average durations was lengthened by 47% over the 2010-

2017 period.  For 2018 and 2019, average duration rose further, although the trend held steady

over those last two years.  The results were somewhat better for all OOS when Sunday/holiday

hours and “excluded” situations were eliminated, but the trend was still in the upward direction,

and increased for 2018-2019.

Finally, the incidence of OOS conditions lasting more than 24 hours (updated Figure 4A.8 –

OOS > 24 Hours per 100 Access Lines), which had held steady over the 2010-2017 study period,

experienced an increase over the 2018-2019 period.

�
Over the 2010-2019 study period, AT&T’s average duration for service
outages exceeding 24 hours has increased by roughly 67%. 
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.4. The average duration of all AT&T California out-of-service

incidents (actual) saw a significant jump during the 2018-2019 Phase 2 study

period.

Figure 4A.5. The average duration of all AT&T California out-of-service

incidents over 24 hours (actual) increased further over the 2018-2019 Phase 2

study period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



Figure 4A.6. The average duration of all AT&T California out-of-service

incidents (adjusted) saw a significant jump during the 2018-2019 Phase 2 study

period.

Figure 4A.7. The average duration of all AT&T California out-of-service

incidents over 24 hours (adjusted) increased further over the 2018-2019 Phase 2

study period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.8. 2018-2019 saw a 39% increase in the rate of AT&T California

out-of-service conditions over 24 hours (actual), as compared with about 12%

over the 2010-2017 Phase 1 study period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Out-of-service conditions cleared within 24 hours

The average duration of AT&T California out-of-service conditions has been increasing over

the study period, as plotted on Figure 4A.3 above.  Taken over the 8-year (2010-2017) Phase 1

period, AT&T data identify a total of 5,000,823 trouble reports that involved an out of service

condition of varying durations.  2,480,362 of these – nearly half – remained uncleared after 24

hours.  Even on an adjusted basis, there were still 1,837,177 outages – some 44.05% – that

remained uncleared after 24 hours.  For the Phase 2 2018-2019 period, there were 573,581

trouble reports that involved an out of service condition of varying durations; 320,567 of these –

55.9% – remained uncleared after 24 hours.  The various clearance rates are summarized in Table

4A.7 below:

Table 4A.7

AT&T CALIFORNIA

QUANTITIES OF ACTUAL AND ADJUSTED (“CPUC”)
OUT-OF-SERVICE CONDITIONS

2010 – 2017 2018 – 2019

Actual Adjusted Actual Adjusted

Condition Quantity Pct Quantity Pct Quantity Pct Quantity Pct

Out-of-Service – all types 5,001,270 100.00% 4,170,490 100.00% 573,581 100.00% 434,737 100.00%

Out-of-Service – less than one (1) hour 329,043 6.58% 339,906 8.15% 25,858 4.51% 26,336 6.06%

Out-of-Service – 1 to 6 hours 857,648 17.15% 744,189 17.84% 109,786 19.14% 88,625 20.39%

Out-of-Service – 6 to 12 hours 272,620 5.45% 295,679 7.09% 27,384 4.77% 26,195 6.03%

Out-of-Service – 12 to 24 hours 1,061,366 21.22% 953,539 22.86% 89,986 15.69% 74,339 17.10%

Out-of-Service – more than 24 hours 2,480,593 49.60% 1,837,177 44.05% 320,567 55.89% 219,242 50.43%

Out-of-Service – more than 1 week 272,465 5.45% 140,948 3.38% 62,412 10.88% 29,627 6.81%

NOTE:  Out-of-service more than 1 week is included in Out-of-service more than 24 hours.. 

�

Over the 8-year (2010-2017) Phase 1 period, 49.6% of AT&T out of

service conditions remained uncleared after 24 hours.  For the Phase 2

2018-2019 period, 55.9% of all reported service outages remained

uncleared after 24 hours. 

GO 133-C/D §3.4(c) establishes a “Minimum Standard Reporting Level” requiring that “90%

of all out of service trouble reports [be cleared] within 24 hours [as] the set minimum standard.” 

As updated Table 4A.7 demonstrates, over the 2010-2017 period whose reporting was ordered by

the adoption of GO 133-C, AT&T had not come even remotely close to meeting this
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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requirement:  Only 50.4% of the roughly 5-million out-of-service conditions had been cleared

within 24 hours; even on an adjusted basis, where Sunday and federal holiday hours were

subtracted out of the outage duration, only 63.3% of out-of-service conditions had been restored

within 24 hours.  The shortfall relative to the GO 133-D 90% standard increased further in 2018-

2019, where service had been restored to only 44.1% of the 573,581 out-of-service conditions

(61.8% for “adjusted”) within 24 hours.

�

During 2018-2019, 55.9% of the 573,581 out-of-service conditions

(38.2% on an “adjusted” basis) remained uncleared after 24 hours, up

from the corresponding 49.6% / 36.7% levels during the 2010-2017

period.  To satisfy the GO 133-C §3.4(c) requirement, these percentages

would need to drop to less than 10%.  

There was considerable variation across all of AT&T’s 61212 California wire centers both in

terms of percent of out-of-service trouble tickets cleared within 24 hours and the number of days

required to clear 90% of all out-of-service conditions.  Updated Table 4A.8 below provides the

results of linear regression trend line calculations for the GO 133-C/D §3.4(c) “set minimum

standard” of “90% of all out of service trouble reports within 24 hours” for each of the 612

AT&T California wire centers over the full 2010-2019 period (Table 4A.8(a)) and for 2018-2019

only (Table 4A-8(b)).  These tables also provide similar trend line calculations for the number of

days required to clear 90% of all out-of-service conditions, and for each on both an actual and

adjusted basis.

The values shown for the trend lines are the coefficients of the independent variable in each

case – i.e., the quarterly time period – which when applied to the time variable produced the

predicted value for the percent cleared within 24 hours, or the number of days required to clear

90%.  The coefficient would appear graphically as the slope of a plotted trend line.  For the

“percentage cleared within 24 hours” metrics, a positive value of the coefficient indicates

improvement over time (i.e., an upward sloping trend line); a negative value indicates that over

time the ILEC’s record of meeting this standard has been deteriorating.  For  “days required to

clear 90%,” a negative value of the slope of the trend line indicates that, over time, it is taking

less time for the ILEC to meet the 90% completion objective – thus, an improvement in

    12.  AT&T furnished several tabulations of its California wire centers, with differing numbers of wire centers,

over the course of the study (615 in its response to DR-01A,Data Request 3, Attachment 4; 624 in response to

DR-03A, Data Requests 1,2, and 6 , Corrected Attachment 1; 622 in DR-03A, Corrected Attachment 2; 626 in DR-

03A, Corrected Attachment 2, DR-03A, Corrected Attachment 4 ).  The GO 133-C/D service quality data covers

only 612 wire centers.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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performance.  Positive values for the coefficient of “days required to clear 90%” indicates that it

is taking longer for the Company to reach the target 90% cleared threshold.

We have sorted this table by the coefficient of Percent Cleared within 24 Hours, from lowest

(i.e., most negative, or worst result) to highest (most positive, or best result).  The “Coefficient”

shown for each of the four metrics on this table represents the slope of the estimated trend line

based upon the actual out-of-service incidents experienced in the wire center over the full 10-year

period (Table 4A-8(a)) and for the 2-year 2018-2019 period (Table 4A-8(b)).  A positive value

for the coefficient indicates an upward trend – i.e., that if plotted on a graph the trend line would

go from the lower left to the upper right of the chart.  The higher the positive value of a

coefficient, the greater the rate of increase over time.

The regression calculations were prepared using quarterly time-series data.  The tables

provide the starting and ending predicted values for the variable being examined (e.g., the

starting and ending predicted values for the percentage of out-of-service tickets cleared within 24

hours) and the mean value over the full 10-year period or the 2-year Phase 2 period.  The

regression coefficient represents the change, up or down, in the trend on a per-quarter basis.  For

example, the following values are shown for AT&T’s Acton wire center (ACTNCA12) over the

2010-2019 period with respect to the Percent Cleared within 24 Hours.

Acton – Percent out-of-service cleared within 24 hours – 2010-2019

Mean Value

(Mean Val)

Regression

Coefficient

(Coef)

t-statistic

(t-stat)

Confidence

Interval

(Conf.)

Starting value -

1st Quarter 2010

(1Q10 Val)

Ending value -

4th Quarter 2019

(4Q19 Val)

56.63% –0.0970 –0.4036 31.1% 58.52% 54.74%

From this, we learn that the mean (average) percentage of out-of-service conditions cleared by

AT&T within 24 hours in the Acton wire center was 56.63% over the full 10-year period.  At the

beginning of the period (first quarter 2010), the predicted regression trend line indicated that

AT&T was clearing 58.52% within 24 hours; by the end of the period (fourth quarter of 2019), it

was only slightly lower, at 54.74%.  These are not the actual clearance percentages for either of

the two quarters; they are the projected rate of OOS clearances based upon the linear regression

calculation.  The “regression coefficient” of -0.0970 is interpreted as the change in the predicted

trend per quarter – i.e., as each quarter went by, the percent cleared within 24 hours was

decreasing by approximately 0.097%.  The t-statistic is a measure of the statistical significance

of the estimated coefficient, specifically, the confidence that the regression coefficient is

significantly different from zero.  In general, a t-value with an absolute value in excess of roughly

2.0 denotes statistical significance at the 95% confidence level.  Here, a t-value of –0.4036
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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corresponds to a confidence level of 31.1%.  The confidence level corresponding with the t-

values are also provided on the tables.  In this instance, the performance of the Acton wire center

with respect to the “percent cleared within 24 hours” metric was virtually unchanged over the full

20-year time frame – i.e., the slope of the trend line was close to zero, as confirmed by the low

value of the t-statistic.

If we then compare the results for the Acton wire center over the full 2010-2019 period with

the corresponding results for the 2018-2019 Phase 2 study period from Table 4A.8(b), we

observe a dramatic shift in performance:

Acton – Percent out-of-service cleared within 24 hours

Period

Mean

Value

(Mean

Val)

Regression

Coefficient

(Coef)

t-statistic

(t-stat)

Confidence

Interval

(Conf.)

Starting value -

(1Q10  or 4Q2017

Value)

Ending value - 4th

Quarter 2019

(4Q19 Val)

2010-19 56.63% –0.0970 –0.4036 31.1% 58.52% 54.74%

2018-19 45.87% –9.0096 –4.2320 99.5% 77.40% 14.33%

The regression coefficient for the 2018-2019 period has become highly negative, indicating a

highly pronounced downward trend.  The high value for the t-statistic, reflecting a confidence

level of 99.5%, further confirms the statistical significance of this drop-off in performance.

Updated Table 4A.9 summarizes the percentages of out-of-service incidents that are cleared

within 24 hours and the number of days required to clear 90% of all reported out-of-service

conditions, on both an actual and an adjusted (for weekends and holidays) basis, across all of

AT&T’s wire centers over the 2010-2019 period.  GO 133-C/D §3.4(c) requires that 90% of all

out of service trouble reports are expected to be cleared within 24 hours.  As the results indicate,

on a companywide basis, AT&T California has not come even close to meeting the 90% cleared

within 24 hours standard. 
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
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         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Table 4A.9

AT&T CALIFORNIA

PERCENTAGES OF ACTUAL AND ADJUSTED (“CPUC”)

OUT-OF-SERVICE CONDITIONS CLEARED WITHIN 24 HOURS

AND DAYS REQUIRED TO CLEAR 90%

Actual Adjusted

Quarter
Pct. Cleared within

24 hours

Days Required to

Clear 90%

Pct. Cleared within

24 hours

Days Required to Clear

90%
2010q1 33.5% 4.86 36.5% 4.10
2010q2 28.7% 5.04 30.1% 4.14
2010q3 44.6% 4.92 46.8% 4.08
2010q4 41.0% 5.15 43.8% 4.48
2011q1 39.1% 11.52 57.3% 11.15
2011q2 55.3% 2.97 71.9% 2.03
2011q3 62.6% 2.29 77.9% 1.77
2011q4 61.8% 2.64 77.8% 1.86
2012q1 66.7% 2.07 78.4% 1.67
2012q2 65.5% 2.17 76.8% 1.81
2012q3 64.3% 2.44 75.1% 1.89
2012q4 49.7% 4.22 71.3% 3.05
2013q1 58.9% 3.13 75.1% 2.20
2013q2 64.4% 2.67 75.6% 1.95
2013q3 54.0% 3.24 65.6% 2.72
2013q4 59.2% 3.00 71.5% 2.11
2014q1 42.1% 4.86 58.0% 3.84
2014q2 53.9% 4.10 64.3% 3.25
2014q3 61.0% 3.23 70.2% 2.74
2014q4 43.8% 6.15 61.0% 4.92
2015q1 47.1% 5.64 59.7% 4.23
2015q2 63.7% 2.91 73.1% 2.09
2015q3 64.5% 2.81 73.7% 2.04
2015q4 53.5% 3.93 67.0% 2.93
2016q1 45.2% 4.94 61.5% 3.92
2016q2 66.6% 2.70 77.6% 1.91
2016q3 65.9% 2.50 76.8% 1.90
2016q4 46.0% 5.26 61.0% 4.20
2017q1 36.7% 8.08 78.4% 5.49
2017q2 42.9% 6.93 59.4% 5.57
2017q3 45.0% 6.95 58.4% 5.82
2017q4 48.3% 7.02 63.2% 5.30
2018q1 48.5% 6.33 65.9% 4.98
2018q2 59.3% 3.31 71.5% 2.77
2018q3 51.5% 4.08 65.4% 3.05
2018q4 41.0% 6.15 59.2% 4.99
2019q1 36.3% 7.90 60.3% 6.01
2019q2 47.3% 4.82 62.4% 3.59
2019q3 37.9% 6.13 52.7% 5.00
2019q4 36.1% 8.13 55.5% 6.86
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Updated Figures 4A.9 and 4A.10 plot these data and trends graphically.  The AT&T

California companywide percentages of outages cleared within 24 hours – actual and adjusted –

are plotted, along with associated trend lines.  While there is considerable year-to-year variation

in the completion percentages, the long term trend shows some, albeit modest, improvement –

i.e., over the Phase 1 2010-2017 period, a successively larger percentage of outages are being

cleared within 24 hours.  Mathematically, the trend lines for both actual and adjusted metrics

have positive slopes, reflecting the increasing percentages of OOS completions within 24 hours

over the 2010-2017 period.  However, this is decidedly not the case for the 2018-2019 Phase 2

period, where the slopes of both the actual and adjusted metrics turn sharply negative.

Another approach to examining this “90% cleared within 24 hours” requirement is to look at

the length of time it takes AT&T to reach the 90% cleared threshold.  These results are also

plotted, for AT&T statewide, on updated Figures 4A.11 (actual) and 4A.12 (adjusted).  On an

adjusted basis, the number of days required for 90% OOS cleared ranges from a low of 1.67 days

in the first quarter of 2012 to a high of 11.15 days in the first quarter of 2011.  For the most

recent year (2019), the adjusted number of days to achieve 90% OOS cleared falls in the 3.8 to

5.2 range.  The plotted trend lines for both the actual and adjusted days to achieve 90% OOS

cleared shows a lengthening of this duration over time.  Here, the slope of the trend lines are

positive, reflecting the successively larger number of days required to achieve 90% OOS cleared

over the 2010-17 period, becoming even more positive over the 2018-2019 time frame.

�

On an adjusted basis, the number of days required for AT&T to clear

90% of all out-of-service conditions was increasing at a faster rate over

the 2018-2019 period than over the longer Phase 1 period.  Over the

eight years from 2010Q1 through 2017Q4, the number of days required

for AT&T to clear 90% of service outages increased at an annual rate of

3.37%, from 4.10 days to 5.30 days.  Over the next 24 months, from

2017Q4 to 2019Q4, the days to clear 90% jumped at an annual rate of

13.77%, from 5.30 to 6.86.

There is considerable variation across all of AT&T’s 612 California wire centers both in

terms of percent OOS cleared within 24 hours and days required to achieve 90% OOS cleared. 

Trend lines for these four metrics – actual and adjusted percentages of OOS cleared within 24

hours, and actual and adjusted days required to achieve 90% OOS cleared – have been calculated

for each wire center.  The values shown for the trend lines are the coefficient of the independent

variable, time in this case, and would appear graphically as the slope of a plotted trend line. 
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.9. AT&T California had not come even close to achieving the GO

133-CD §3.4(c) goal of 90% of all OOS cleared within 24 hours (actual) during

the Phase 1 study period, and that metric saw a significant degradation in

2018-2019.

Figure 4A.10. The percentage of all AT&T California OOS cleared within 24

hours (adjusted) has consistently fallen far short of meeting the GO 133-C/D

§3.4(c) 90% cleared within 24 hours standard, and got a lot lower in 2018-2019.

132

4A���Service Quality Analysis Update:  AT&T California

         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.11. The number of days required to clear 90% of AT&T California

out-of-service incidents (actual) increased considerably in 2018-2019.

Figure 4A.12. The number of days required to clear 90% of AT&T California

out-of-service incidents (adjusted) also increased in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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 For the “percentages of OOS cleared within 24 hours” metric, a positive value of the slope of

the trend line indicates that, over time, the durations of service outages are getting shorter and it

is taking less time, on average, for AT&T to restore service; a negative value indicates just the

opposite.  For the “days required to achieve 90% OOS cleared” metric, a positive value of the

slope of the trend line indicates that, over time, it is taking longer to meet the 90% completion

objective; a negative value indicates an improvement in performance in that it is taking less time

to meet the 90% completion objective.  Positive values for the “percentages of OOS cleared

within 24 hours” metrics indicate an improving trend over time; negative values indicate that the

completion percentage is decreasing over time.

Updated Appendix 4A-1 provides a compilation of individual wire center statistics and

includes, for each AT&T California wire center, data and trend line calculations for several

performance metrics relating to OOS conditions cleared within varying lengths of time.

AT&T has continued to increase rates for its legacy services while service quality continues

to be degraded

As we discussed in our Phase 1 Report, AT&T California appears to have implemented a

“harvesting strategy” similar to one that its parent company had pursued in the period immed-

iately following its July 2005 announcement of its intention to merge with SBC Communi-

cations, which was accompanied by the withdrawal of AT&T Corp. from CLEC operations. 

AT&T had described this “harvesting” tactic in testimony submitted in the CPUC’s AT&T/SBC

merger proceeding.13  Consistent with this approach and as shown in updated Table 4A.10 below,

AT&T California had been steadily raising prices for its legacy POTS services since such actions

became possible following the CPUC’s adoption of the Uniform Regulatory Framework in 2006,

although no further increases were put into effect after 2018.14  “Harvesting” both explains and

    13.  CPUC 2005 SBC/AT&T merger proceeding, A.05-02-027, Declaration of Dennis W. Carlton and Hal S.

Sider, Joint Applicants’ Exhibit 1, at para. 41, citing AT&T 4Q04 Earnings Conference Call, January 20, 2005, p. 8;

paras. 46, 48-49.  As we explained in our Phase 1 Report, in a "harvesting strategy," the firm ceases active marketing

of and organizational support for those services that it considers to be on the decline and no longer of strategic

importance, relying instead upon customer inertia to maintain its revenue stream, albeit decreasing, for as long as

possible.  That AT&T has allowed its POTS service quality to deteriorate over the past decade even in the face of

putative "competition" suggests that the carrier is and has been pursuing the very same kind of "harvesting" approach

for POTS that its predecessor CLEC operation had employed back in the mid- to late-2000s.  In fact, and as shown

in Table 4A.10, concurrently with the deterioration in service quality that was the impetus for this Study, AT&T has

effected a succession of even larger rate increases for the very services that it now seeks to exit than its CLEC

predecessor had done back in the mid-2000s.

    14.  Uniform Regulatory Framework, D.06-08-030.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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relies upon the seemingly inverse relationship between the impact of competition (as reflected in

POTS line losses) and AT&T’s service quality record.  If the market were so competitive that

customers confronted actual alternatives to traditional POTS services, one would expect to see

the greatest loss of demand in wire centers exhibiting the poorest service quality, with only mini-

mal losses where service quality is being maintained or improved.  Yet the actual result appears

to be just the opposite – line losses are greatest in those wire centers exhibiting the best

performance with respect to addressing and responding to service outages.

Table 4A.10

AT&T CALIFORNIA

BASIC RESIDENTIAL (POTS) ACCESS LINE SERVICE

RATE INCREASE HISTORY 2006-2020

 Flat-rate Residence (1FR) Measured Rate Residence (1MR)

Year

Effective

date

Monthly

Rate

% incr

since onset

of URF

% incr

relative to

1/1/10

Monthly

Rate

% incr

since onset

of URF

% incr

relative to

1/1/10

2006 9/1/2006 $10.69  –  

 

 

$5.70  –  

 

 

2008 1/1/2008 $10.94 2.34% $5.83 2.28%

2009 1/1/2009 $13.50 26.29% $7.28 27.72%

2010 1/1/2010 $16.45 53.88%  – $8.87 55.61%  –

2011 1/1/2011 $19.95 86.62% 21.28% $12.37 117.02% 39.46%

2012 3/1/2012 $21.00 96.45% 27.66% $15.37 169.65% 73.28%

2013 1/1/2013 $23.00 115.15% 39.82% $18.25 220.18% 105.75%

2014 1/1/2014 $24.00 124.51% 45.90% $21.25 272.81% 139.57%

2015 1/1/2015 $24.00 124.51% 45.90% $21.25 272.81% 139.57%

2016 1/1/2016 $25.00 133.86% 51.98% $22.25 290.35% 150.85%

2017 1/1/2017 $26.00 143.22% 58.05% $23.25 307.89% 162.12%

2018 1/1/2018 $27.00 152.57% 64.13% $24.25 325.44% 173.39%

2019 1/1/2019 $27.00 152.57% 64.13% $24.25 325.44% 173.39%

2020 1/1/2020 $27.00 152.57% 64.13% $24.25 325.44% 173.39%

Source:  CPUC Communications Division Staff. 

�

There continues to be little effective competition for POTS services.  If
the market were sufficiently competitive, the greatest loss of demand
would occur in wire centers exhibiting the poorest service quality. In fact,
the greatest drop-off in demand continues to arise in wire centers with the
best service quality records.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Effects of geographic and other wire center attributes upon performance results

While examinations of individual wire centers is essential to isolating specific problem areas

and sources of concern, it is also instructive to create groups of individual wire centers having

similar geographic or other attributes.  In Phase 1, ETI had constructed five different attribute

dimensions – (1) the presence of fiber upgrades; (2) wire center size (number of access lines); (3)

the percentage decrease (loss) in the number of access lines in service to competing providers

and/or to competing services over the study period; (4) the AT&T Technology Field Services

(TRs) organization to which the wire center has been assigned; and (5) the population density of

the area served by the wire center (households per square mile).  For each of these five attribute

dimensions, ETI defined a set of categories whose potential effect upon service quality was then

individually examined.  These were summarized in Table 4A.11 in our Phase 1 Report, and in

Table 4A.12 of the Phase 1 Report, we showed, for each of these five attribute dimensions, the

category in which each individual AT&T wire center has been classified.15  In addition, Table

4A.12 also provided the median household income for the population served from the specified

wire center.  Updated versions of these two Tables are provided below:

    15.  For example, the Alhambra wire center in Los Angeles County (ALHBCA01)  was assigned to the "Yes"

category with respect to Fiber Deployment, to the "Over 20,000 Lines" category with respect to Wire Center Size; to

the 70%-80% category with respect to Access Line Loss, to the "1800+ per Square Mile" category with respect to

Population Density, to the San Gabriel Technical Field Services District, and to the $55,000-$66,999 Median

Household Income category.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Table 4A.11

AT&T CALIFORNIA
WIRE CENTER ATTRIBUTE DIMENSIONS

AND CATEGORIES

Attribute Dimension Categories

Fiber upgrade FTTN or FTTP services available
FTTN or FTTP services not available

Wire Center Size Less than 1000 lines
1,000-2,999 lines
3,000-10,000 lines
10,001-20,000 lines
over 20,000 lines

Access Line Loss < 50%
50%-60%
60%-70%
70%-80%
over 80%

Technical Field Services Greater LA / Bakersfield
San Gabriel
Bay / Central Coast
Southern California
Northern California/Central Valley

Density (Households per
square mile)

0-16 per Sq. Mile
17-94 per Sq. Mile
95-449 per Sq. Mile
450-1799 per Sq. Mile
1800 + per Sq. Mile
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



�
���

��
��

	�
��


��
�

�
���

�
�
��

	�
�

�


�
�
�'

�	
*

4�
=�

�
�
���

��
��

	�
��

��
D�
��
�	
��

��
*

"�
	�

��
��

�
��

�
�
�	
��

��
*

0
�'

��
��

#$
�

-
��

��
	*
��
�	
��

��
*

�/
<
/�
4�
�#
$�
�
��

��
	��

��
�

-
��
	�
��
	

5
�$

��
��

0
�'

��
��

#$
�

��
��

�
��
�
�	
��

��
*

/�
=#
��
!�

>�
 E
���

�2
3�
�
3


/3
2
��
//

2
�7
.
/3

��
�

��
�4
��
�
/�
�


��
��
��

	��
'�

$�

�
�


��
��
��
��
��
�
��
!
��
��

�
��
��
��

�
�
��

�
��
�

��
�
�!
��
	
�

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
:
��
�%
9�
�:
��
�

�
�


��
��
��
��
��
#�

�
�
�

��
��
��

�
�
��

�
��
�

��
�
�!
��
	
�

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
��
;

�
�
�
"
�
�
��
��

��
��
��

�
�
"
�
�
��
�

$
�!

��
�

�/
+

�
��

��
��
�
�-
./
+

��
�
��
�

��
��

0/
1�
2
$
-3/

�
,1
5?
/1
.
�
�
(�
/.
514
3�
43
3/
=

9�
9�
�
��
�

�
�
�
"
�
�
��
��

��
��
��

�
�
"
�
�
��
�

$
�!

��
�

�/
+

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
%9
��
:�
��

�
��
� 

��
��

�#
��

��
��

�
�
�

��
��
��

�
� 
��

��
�

��
��
��

	
��
��

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
�:
��
��
;

�
��
� 

��
��

��
�
��
��
�
	
��

�
��
��
��

�
� 
��

��
�

��
��
��

	
��
��

�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
�:
��
��
;

�


��
��

��
��
�

�
��
��

�
��
��

��
�

��
��
��

	
��
��

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
�:
��
�%
9�
�:
��
�

�
�
��
��
	
�

��
��
��

�
��
	
�
��
�

��
��

�
�

�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

�%
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
:
��
�%
9�
�:
��
�

�
��
��

��
��

��
�
��

�
��
��
�

�
��

��
��
�

��
��

�
,

��
��
%�
��
��
�-
./
+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
%9
��
:�
��

�
��
#�

��
��

��
��
�

�
�#
��

��
�

�$
#�

�
��
�

�
,

��
��
%�
��
��
�-
./
+

��
�
%�
��

�%
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
%9
��
:�
��

�
��
��
��

	
�

��
��
��

�
��
��

��
�

�
�#

�
�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
�:
��
�%
9�
�:
��
�

0
2

=
�
��

��
�

��
��
��

�
��
��

��
�

��
��

�
�

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
�:
��
�%
9�
�:
��
�

�
��
�*

��
�

��
��
��

�
�*
�
�
��
�

�$
#�

�
��
�

�
,

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
%9
��
:�
��

�
�$

 �
��

��
�
��

�
$
 �

�
��
�

��
�
��


��
��
 �
�#

�
�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

�%
��
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

�
�$

#�
�
��
��

�
��
��
��

�
$
�
��
��
�

�

��
�
�

�
,

�%
��
��
��
-.
/+

>�
��

�
�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

�
�
�$

#�
#�

�
!
��
��

�
��
��
��

�
$
#!

�
��
�

��
�
�!
��
	
�

�
,

�%
��
��
��
-.
/+

��
�
%�
��

�
�,
A5
?/
1.
��
�

�
�
�$

#�
�
�
��
��
�

�
��
�

�
$
#�

�
��
�

�

 �

�
,

�%
��
��
��
-.
/+

>�
��

�
�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

�
�
�
$
#�
�
�

�
��
��

�
$
��

�
��
�

��
��
��

	
��
��

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
:
��
�%
9�
�:
��
�

�
�
�
�
�
�
!

��
��
��

�
�
�
�
�
��
�

�
�
�
��

�
�
�
��
�

�
�

��
��
�
3-

��
�
��
�

��
��

�
$
-3

 
(�

5
3�

5
9�
�
��
�
9�
�
��
�

�
�
�
�
�
�
!

��
��
��

�
�
�
�
�
��
�

�
�
�
��

��
�
�
��
�

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

�
��

�
	
��
#�

�
�

��
��
��

�
�
#�

�
��
�

��
��
��

	
��
��

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
�:
��
�%
9�
�:
��
�

�
��

��
��
��
��
��
��

�
��
��

�
�
��
�
��
�

��
��

��
�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

�%
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
:
��
�%
9�
�:
��
�

�
��

��
�
!
��
�

��
��
��

�
�
!
��
��
�

��
�
�
$
�

�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
�:
��
�%
9�
�:
��
�

�
�
�$

��
!
��
��
�
��
�

��
��
��

�
�
��
�
��
�

��
�
�$
��
��

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

�
�
�
!
��
��

��
��
��

�
�
�
!
�
��
�

��
��
�
�

�/
+

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
�:
��
��
;

�
�
�
�
�
�

��
��
��

�
�
�
�
�
��
�

�
��
��

��
!
�

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
�%
9�
�:
��
�

�
�
��
�
�

��
��
��

�
�
��

�
��
�

��
�
 �

�
�
��

!
��
�

�/
+

��
��
�%
��
��
�
�-
./
+

��
�
%�
��

��
%�
��

0/
1�
2
$
-3/

�,
A5
?/
1.
�
�

9�

��
�%
9�
�
��
�

�
�
��
�
�

��
��
��

�
�
��

�
��
�

��
�
� 
��

�
��

!
��
�

�/
+

��
��
�
��
��
��
�-
./
+

��
�
��
�

��
��
��
0/
1��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
:
��
�
9�
�:
��
�

�
�
�
�
��

��
��
��
��

�
�
�
��

��
�

�
�
�
��

��
�
�
��
�

�
,

��
��
%�
��
��
�-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

�
�
�
�
�
��
!
��
�$
��

��
��
��

�
�
!
$
�
��
�

�
�
��

	
�

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
��
;

�
��

��
 �

!
��
��

!
��
	

��
��
��

�
�
��
�
��
�

��
�
�!
��
	
�

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
�%
9�
�:
��
�

�
��

��
 �

!
��
��
�
�
��
�

��
��
��

�
�
��
�
��
�

��
�
�!
��
	
�

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
��
;

�
��

$
��
�$
��
�

�
��
��

�
�
$
��
��
�

$
�
�
��
�
��

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
��
;

�
�
�
�
�
�!

�
��
��
�

�
�
�
!
�
��
�

��
�
�!
��
	
�

�/
+

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
��
;

�
�
�
�
��
	

�
��
��

�
�
�
	
�
��
�

��
�
�$

�
�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
:
��
�%
9�
�:
��
�

�
��



��

��
�

��
��
��

�
�
��

�
��
�

��
��

�
�

�
,

��
��
%�
��
��
�-
./
+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
%9
��
:�
��

�
��

$
��
��
��
��
�

�
��
��

�
�
��
�
��
�

$
�
�
��
�
��

�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
��
;

�
�
��
��
$
��

�
��
��
��

�
�$

��
��
�

�
�
��

	
�

�/
+

�
</
1��
��
��
�3-
./
+

��
�
%�
��

��
��
�;
�0
/1
��
2�
�$
-3/

�,
A5
?/
1.
��
�

9�
�:
��
�%
9�
�:
��
�

�
��

��
��

��
��
��

�
��
�
�
��
�

��
��
��

	
��
��

�/
+

��
��
�%
��
��
��
�-
./
+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

	
1/
45
/1
��
��
(� 
46
/1
+7
-/
38

9�
�:
��
��
;

�
��

��
�
��
��
�

�
��
��

�
��

��
��
�

$
�
�
��
�
��

�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

�
�
��
��

��
��
��

�
��
��
��
�

��
�
�
$
�

�/
+

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
�%
��
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
�:
��
�%
9�
�:
��
�

�
�


��
��

��
��
�

��
��
��

�
��
��
��
�

$
��

�#
�
��

�
,

�%
��
��
��
-.
/+

>�
��

�%
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
:
��
�%
9�
�:
��
�

�
�
��
�
�
"
�
�
!

�
��
��

�
�"

!
�
��
�

��
�
�$

�
�
,

�
��

��
��
�
�-
./
+

��
�
��
�

��
��

0/
1�
2
$
-3/

�
,1
5?
/1
.
�
�
(�
/.
514
3�
43
3/
=

9�

��
�
9�
�
��
�

�
�
��
�
�
"
�
�
!

�
��
��

�
�"

!
�
��
�

��
�
�$

�
�
,

�
��
%�
��
��
��
-.
/+

��
�
%�
��

��
%�
��
0/
1��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
:
��
�%
9�
�:
��
�

�
�
�
"
��
��
�
!
��
	

��
��
��

�
"
�!
�
��
�

��
��

��
��


�

�
,

�%
��
��
��
-.
/+

��
�
%�
��

�%
��
�0
/1
��
2�
�$
-3/

�
,1
5?
/1
.�
�
��
(��
/.
514
3��
43
3/
=

9�
%9
��
:�
��

�
��


�
�
�

��
�
��

�
��

��
��
�

��
�
��


��
��
 �
�#

�
�
,

��
��
%�
��
��
�-
./
+

��
�
%�
��

��
%�
��
�0
/1
��
2�
�$
-3/

 4
=�
(��
/.
514
3��
,4
+5

9�
�:
��
�%
9�
�:
��
�

140

4A���Service Quality Analysis Update:  AT&T California

         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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For Phase 2, ETI has updated each of the four (4) graphs for each of the five category

dimensions that correspond to AT&T Companywide graphs provided above.  These have now

been updated to include data for 2018-2019.  As with the companywide service quality metric

graphs discussed above, we have calculated three separate trend lines for each graph – covering

the periods 2010-2019 (solid red line); 2010-2017 (dashed green line); and 2018-2019 (dashed

purple line).  Two separate charts are provided for each graph.  The first, or “A” chart, provides

category trend lines for the full 2010-2019 period.  The second, or “B” chart, provides trend lines

for the 2010-2017 period and for the 2018-2019 period.  Table 4A.13 below provides an index to

the figures for each set of attributes.

Table 4A.13

SUMMARY OF AT&T ATTRIBUTE DIMENSION GRAPHS

Company
wide Fiber

Wire
Center

Size
POTS Line

Loss Density
TRS

District

OOS per 100 Access Lines Fig. 4A.2 Fig. 4A.13 Fig. 4A.17 Fig. 4A.22 Fig. 4A.26 Fig. 4A.30

Avg OOS>24 hrs Duration Fig. 4A.5 Fig. 4A.14 Fig. 4A.18 Fig. 4A.23 Fig. 4A.27 Fig. 4A.31

Pct OOS cleared in 24 hrs Fig. 4A.9 Fig. 4A.15 Fig. 4A.19 Fig. 4A.24 Fig. 4A.28 Fig. 4A.32

Days required to clear 90% Fig. 4A.11 Fig. 4A.16 Fig. 4A.20 Fig. 4A.25 Fig. 4A.29 Fig. 4A.33

As we discuss in the remainder of this Chapter, these wire center category analyses have

generally retained the same overall relationships among the individual categories that we had

identified in Phase 1.  Performance across most service quality metrics is better in wire centers

that have been upgraded with fiber optic distribution facilities, in wire centers serving relatively

high-density urban and suburban communities, in larger wire centers, and in wire centers that

have experienced the largest losses of customers to competitors.  However, in almost every

instance and category of wire center serving area, performance across most service quality

metrics has significantly deteriorated over the 2018-2019 period relative to where it had been

during the Phase 1 2010-2017 time frame.

�

Performance across most service quality metrics is better in wire centers
that have been upgraded with fiber optic distribution facilities, in those
serving higher-density urban and suburban communities, in larger wire
centers, and in those with the largest losses of customers to competitors. 
But in almost every category, performance has significantly deteriorated
over the 2018-2019 period.

Fiber optic upgraded wire centers offering broadband services availability.

Although this study and GO 133-C/D are primarily focused upon traditional circuit-switched

POTS services, ETI hypothesized that the availability of fiber optic feeder and/or distribution

(FTTN or FTTP) facilities capable of supporting broadband services in a particular wire center
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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indicates that AT&T has undertaken to invest in and to upgrade the central office and outside

plant facilities therein.  To test the hypothesis. we compared service quality metrics in upgraded

vs. non-upgraded wire centers to see if performance was better where upgrades had occurred and,

in general, our expectations had been borne out.

As of 2017, approximately half (338) out of the 612 AT&T California wire centers had been

upgraded with the capability to support high-speed broadband services.16  That number has

remained unchanged since that date.17  The only one of these services that falls within the scope

of this study is VoIP; broadband Internet access and video do not.  Using fiber availability as a

surrogate for specific data on capital investment in each wire center, we examined whether the

presence of one or more broadband offerings in any given wire center had a beneficial impact

upon POTS service quality being furnished out of that same building – specifically, on the

incidence of out-of-service situations, their duration, and the extent to which the 90% cleared

within 24 hours standard had been achieved.

In general, and as illustrated on updated Figures 4A.13 through 4A.16, wire centers that had

been upgraded with fiber performed noticeably better on all OOS metrics than those for which no

broadband investment had been made.  In non-fiber upgraded wire centers, the long-term trend of

monthly out-of-service incidents per 100 POTS lines in service mushroomed from 1.32 in the

first quarter of 2010 to 1.86 as of the fourth quarter of 2017.  For the 2018-2019 Phase 2 study

period, however, service quality performance deteriorated in both fiber- and non-fiber wire

cneters, although those that had been upgraded continued to perform significantly better.

�

Wire centers upgraded with fiber to support broadband achieve better
service quality performance scores in every category – but in 2018-2019,
service quality in both types of wire centers was decidedly inferior to what
had been achieved during the Phase 1 2010-2017 period.  AT&T needed
only 1.15 days to clear 90% of service outages in upgraded wire centers as
of the end of 2019; for non-upgraded wire centers, it took 2.43 days to clear
90%.  The corresponding Phase 1 (4Q2017) were 1.10 and 1.86.

�
As of December 31, 2020, AT&T California had not upgraded any
additional wire centers for Broadband since at least May 11, 2018.

�
In 2018-2019, service quality in both Broadband-enabled and non-
Broadband wire centers was decidedly inferior to what had been achieved
during the Phase 1 2010-2017 period. 

    16.  AT&T response to DR-01

    17.  AT&T Response to DR-12-A-10.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.13. Wire centers that had not been upgraded with fiber optic facilities

experienced further degradation in the number of out-of-service incidents per 100

access lines (actual) in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.14. The average duration for OOS over 24 hours (actual) in wire

centers that had not been upgraded with fiber optic facilities grew even longer in

2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.15. The percentage of all OOS cleared within 24 hours (actual)

dropped considerably both in fiber and non-fiber wire centers in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.16. It took AT&T California more days to clear 90% of outages

(actual) both in fiber and non-fiber wire centers in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Wire center size

GO 133-C/D refers to three sizes of ILEC wire centers. Small (1000 or fewer POTS lines),

Medium (1001-2999 lines), and Large (3000 or more lines).18  As shown in Table 4A.1 above,

413 out of the total 612 AT&T wire centers would fall in the “Large” category (3000 or more

POTS lines in service).  The large drop-off in AT&T POTS access line demand over the 2010-

2019 period would require the reclassification of individual wire centers as category thresholds

were crossed.  However, given that these individual wire centers were configured for the number

of POTS lines in service pre-dating January 2010, the size categorization extant as of the

beginning of the Phase 1 study period was retained throughout the 10-year time frame.19 

Additionally, for analytical purposes, ETI determined that it would be useful to split the “Large”

category into several more granular classifications, as we have done on Table 4A.14.

Table 4A.14

AT&T CALIFORNIA

CLASSIFICATIONS OF WIRE CENTERS BY
POTS LINES IN SERVICE AS OF JANUARY 2010

POTS Lines range Category No. of WCs

1,000 or fewer Small   90

1,001 - 2,999 Medium 108

3,000 - 9,999 Large Metro 141

10,000 - 19,999 Large Urban 105

20,000 and above  Very Large 168

TOTAL 612

There appears to be a strong relationship between the overall size of a wire center (in terms of

the number of POTS lines in service as of January 2010) and the quality of service that is being

    18.  GO 133-C/D, at §3.3(c).

    19.  Indeed, GO 133-C/D’s reliance upon current wire center size for purposes of determining the applicable

TRPH performance standard – 10, 8 or 6 for Small, Medium size, or Large, respectively, seems misplaced, in that it

operates to apply successively more lenient performance standards as access line losses increase.  For example, a

wire center that had 3,100 POTS lines in service in 2010 would then have been required to satisfy a 6.0 TRPH

standard.  Once that access line count dropped below 3,000, the allowable TRPH level would have automatically

increased to 8.0 and if, by the end of the study period, the wire center’s access line count had dropped below 1,000,

the allowable TRPH level would have increased further, to 10.0.  ETI sees no obvious reason why a decrease in the

number of POTS lines in service in a given wire center should justify a more lenient service quality performance

standard.  Indeed, if anything, the very competitive marketplace forces that had been assumed to exist as a basis for

adoption of the URF should have precisely the opposite effect – confronted with persistent and growing line losses,

the ILEC’s incentive should be to improve service quality so as to discourage further losses, rather than simply allow

conditions to deteriorate further.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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provided.  Figure 4A.17 highlights this relationship.  While there has been an increase in the

number of out-of-service conditions per 100 POTS lines in all wire center size categories, both

the number and the rate of increase in OOS per 100 POTS lines have been lowest in the very

largest (over 20,000 lines) wire centers, and highest in the under 1,000 line wire center category. 

A similar relationship is observed with respect to out-of-service duration.  As shown on Figure

4A.18, while durations have been rising across all size categories, the highest rate of increase –

and the longest durations prior to restorations – are occurring in the smallest wire centers.  The

largest wire centers also exhibit the highest percentage of all outages cleared within 24 hours

(actual) (Figure 4A.19) and the fewest number of days to clear 90% of all out-of-service

incidents (actual) (Figure 4A.20). 

 The differences in these outcomes based upon wire center size are striking.  In the fourth

quarter of 2017, AT&T was able to clear 57% of outages within 24 hours, and had actually

improved that clearance rate from 51% in 1Q2010.  But in the smallest wire center category, the

4Q2017 trend value clearance rate was 36%, actually down from the 38% trend value in 1Q2010. 

A corresponding size/service quality relationship is also evident with respect to the days required

to clear 90%.  That time frame increased in all five size categories, but the rate of increase – and

the number of days to reach 90% – were lowest in the over-20,000 line category and highest in

the under-1,000 line category.

After 2017, the ordinal relationships among the five wire center size categories generally

persisted, although almost all of the size categories saw deteriorating results after 2017.  

�

The strong relationship between the number of POTS lines in a wire
center and the quality of service provided has persisted into the
2018-2019 period, with the number and the rate of increase in OOS per
100 POTS lines continuing to be lowest in the very largest (over 20,000
lines) wire centers.  However, service quality has deteriorated in all
line-size categories since 2017.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.17. The largest wire centers generally experienced the lowest

out-of-service rate per 100 lines in service (actual), but the outage rate increased

for all wire center size categories in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.18. The largest wire centers generally exhibited the shortest average

duration of OOS over 24 hours (actual); the two largest size categories saw some

improvement in 2018-2019, while the two smallest size categories experienced

even longer durations than in the Phase 1 study period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.19. The largest wire centers generally exhibited the highest

percentage of all OOS cleared within 24 hours (actual), but all five size

categories saw significant decreases in this metric in 2018-2019.

163

4A���Service Quality Analysis Update:  AT&T California

ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.20. The largest wire centers generally required the fewest number of

days to clear 90% of all out-of-service incidents (actual), but the days-to-clear

metric increased across all size categories in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Access Line Loss.

Figure 4A.21 highlights the precipitous drop in AT&T California POTS lines in service over

the full 2010-2019 study period.  Companywide, AT&T California experienced a net loss of

79.1% of its POTS access lines, going from 8,035,134 in January 2010 to only 1,679,543 as of

December 2019.  These POTS losses were offset to some extent by the growth in interconnected

VoIP access lines, as shown in Figure 4.4 above for all wireline carriers statewide and in Table

14.1 (in Chapter 14) for AT&T California specifically.  We don’t have carrier-specific residential

and business losses, but FCC state-level data covering all wireline carriers (summarized on

Figures 4.2 and 4.3 above) confirms that, as a general matter, residential wireline (POTS) losses

were far greater than business losses as increasing numbers of households migrated to non-ILEC

providers (primarily to cable MSOs offering interconnected VoIP-based telephone services) and

to wireless.20

However, the actual extent of AT&T POTS line losses varied widely among individual wire

centers, from a gain of 18.75% in the Modesto 13th Street wire center to a loss of 96.56% in

Paradise Main.  In light of these large variations, we wanted to examine the potential impact that

POTS line losses might have upon the overall service quality in each wire center. Large POTS

line losses would likely result in a reduction of maintenance personnel, which could in turn have

an adverse impact upon the Company’s ability to respond to OOS situations.  Alternatively, a

large drop in the number of working lines could have the effect of making additional spare

capacity available for rapid deployment as replacements for defective loops, switch ports or other

service components.  On the other hand, persistent and increasing service quality problems could

work to stimulate even more demand shifts away from the ILEC and over to an alternative

service provider.  We have grouped the AT&T wire centers into five (5) POTS Line Loss

categories, as shown on Table 4A.15 below:

    20.  See, generally, Figures 4.1 through 4.4 above.  These were based upon data obtained from FCC Industry

Analysis Division Office of Economics and Analytics, Voice Telephone Services: Status as of December 31, 2018,

re. March 2020, Supplemental Table 1. Voice Subscriptions (in Thousands) - California, available at

https://www.fcc.gov/voice-telephone-services-report (accessed 6/9/21).
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Table 4A.15

AT&T CALIFORNIA

CLASSIFICATIONS OF WIRE CENTERS BY
POTS LINE LOSS PERCENTAGE

JANUARY 2010 THROUGH DECEMBER 2019

POTS Lines Loss range No. of WCs

Less than 50%    25

50% - 60%    32

60% - 70% 67

70% - 80% 248

80% and above 240

TOTAL 612

166

4A���Service Quality Analysis Update:  AT&T California

         ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report
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their impact upon Frontier’s net earnings was a succession of steep
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and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.21. Companywide, AT&T California experienced a net loss of 78.6%

of its POTS access lines in service over the 2010-2019 period.
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their impact upon Frontier’s net earnings was a succession of steep
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understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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In Phase 1, we observed that those wire centers that had experienced the lowest rate of POTS

line losses – less than 50% over the study period – experienced the largest increases in the rate of

outages per 100 POTS lines; for wire centers with successively larger line loss percentages,

increases in OOS per 100 POTS lines were much smaller – as too were the numbers of outages

per 100 POTS lines – with the group exhibiting the second largest POTS line losses – 70% to

80% – remaining almost constant over the study period (Figure 4A.22).   For average duration of

OOS over 24 hours, the outcome was directly inverse to line loss percentage.  Here, the wire

centers experiencing POTS line losses in excess of 80% show virtually no change in average

duration – going from 3,604 minutes (2.50 days) in 1Q2010 to 5,297 minutes (3.67 days) in

4Q2019.  For wire centers experiencing the smallest rate of line loss (less than 50%), durations of

outages over 24 hours jumped by 89%, from 3,672 minutes (2.55 days) in 1Q2010 to 7,810

minutes (5.42 days) in 4Q2019 (Figure 4A.23).  Similar patterns were found for the percentage of

outages restored within 24 hours and for the number of days required to reach the 90% cleared

objective.  The wire centers experiencing the highest loss of POTS lines performed best on both

of these metrics, whereas those with the smallest losses suffered the greatest degradation in

service quality (Figure 4A.24 and 4A.25).

For the most part, these relationships persisted into 2018-2019, although service quality

performance was poorer on most of the metrics that we examined.  One notable exception was a

particularly large spike in out-of-service durations in the very largest wire centers over the 2018-

2019 period relative to the earlier trend (Figure 4A.23).  
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.22. AT&T California wire centers with the fewest POTS line losses

have experienced the greatest increase in OOS per 100 lines in service (actual), a

disparity that became even greater in 2018-2019.
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increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.23. AT&T California wire centers with the largest POTS line losses

had been experiencing the shortest average durations of OOS over 24 hours

(actual) in the Phase 1 study period, but durations in this category saw a huge

spike in the 2018-2019 period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.24. AT&T California wire centers with the largest POTS line losses

are experiencing the highest percentages of all OOS cleared within 24 hours

(actual), but this metric worsened for all except the smallest line loss category in

2018-2019.

171

4A���Service Quality Analysis Update:  AT&T California

ECONOMICS AND 
 TECHNOLOGY, INC.

 

 

 

 

1 * Executive Summary and Overview of this Report

Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.25. AT&T California wire centers with the largest POTS lines losses

requires the fewest number of days to clear 90% of all OOS (actual), but

days-to-clear-90% increased for all line loss categories in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Wire centers that had experienced the lowest rate of POTS line losses –
less than 50% over the study period – saw the largest increase in service
outages; for those with successively larger line loss percentages, the
incidence of service outages increased more slowly or remained almost
constant over the study period.  But performance in nearly all of the
service quality metrics we studied deteriorated after 2017. 

Urban/Suburban/Rural

In support of our work on Phase 1, CD/GIS had provided us with a mapping of the roughly

500,000 Census Blocks in AT&T California’s operating areas to the AT&T wire center serving

that Census Block.  Included in this dataset were the 2017 population, number of households, and

median household income for each Census Block.  The Census Bureau does not provide Census

Block-level area data, but does provide land area in square miles for each Census Tract.  Census

Tracts are small, relatively permanent statistical subdivisions of a county, with populations that

range between 1,200 and 8,000, with an average of about 4,000.21  We aggregated the individual

Census Block data to the Census Tract level within each AT&T wire center serving area.  Where

a Census Tract was served by more than a single wire center, we assigned it to the wire center

that served the majority of the Census Tract.  Finally, we aggregated all Census Tracts within

each wire center serving area to obtain land area and population for that wire center.

We were then able to calculate the population density for each wire center serving area by

dividing its total land area by the number of households.  Because wireline telephone service is

typically furnished to a household rather than to an individual, we used total households rather

than total population for this purpose.  Wire centers were then assigned to one of five quintiles in

terms of their density – the lowest 20% were assigned to Density Group 1, the next 20% to

Density Group 2, and so on.

Over the Phase 1 study period, AT&T’s responses to out-of-service conditions had generally

deteriorated, except in areas with the highest population density (in terms of households per

square mile).  The incidence of out-of-service per 100 lines in service (actual) has been

increasing except in the highest density wire centers.  The average duration of those out-of-

service conditions that remain uncleared for more than 24 hours (actual) has increased in all

areas, but with the largest increases occurring in areas with the lowest population densities.  The

percentage of all out-of-service conditions that are being cleared within 24 hours, for which GO

133-C/D has established a 90% objective, remains lowest in areas with the lowest population

densities, and does not appear to have improved, except in the highest density wire centers,

where the trend line values improved from about 50% in 2010 to 58% in 2017.  Finally, the

    21.  United States Census Bureau, https.//www2.census.gov/geo/pdfs/education/CensusTracts.pdf, accessed

9/6/18).
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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number of days required for AT&T California to achieve the 90% OOS cleared objective has

gotten longer, except in the highest density areas.

For the 2018-2019 period, we observed little change in the relationships among the five

density categories.  However, overall performance was considerably poorer in all five categories

and for all four of the metrics we studied.  These results are plotted on Figures 4A.26, 4A.27,

4A.28 and 4A.29 below:

�

Except in areas with the highest population density, AT&T's response to
out-of-service conditions has generally deteriorated over the study period. 
That deterioration appears to have accelerated for all population density
categories in the 2018-2019 period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.26. AT&T California OOS per 100 lines in service (actual) had been

increasing except in the highest density categories, and escalated further in all but

one density category in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.27. AT&T California average duration of OOS over 24 hours (actual)

had increased the most in areas with the lowest population density, and saw

further increases in 2018-2019 across all density categories.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.28. AT&T California percent of all OOS cleared within 24 hours

(actual) had remained stable except in areas with the highest population density,

but saw decreases in all five density categories in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.29. The number of days required for AT&T California. to clear 90%

of all OOS (actual) has increased in all five density categories over the entire

2010-2019 period.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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ILEC Organizational Assignment

AT&T California’s principal network maintenance organization had been known as

“Technical Field Services (TFS) West (Core)” although it was sometimes referred to as

Technology Field Services.  In its May 15, 2020 response to CD Network Exam Phase 2 Data

Request 11-A-1, AT&T California advised that “[i]n October 2019 the name of the Technology

Field Services West (TFS) organization was changed to AT&T Field Operations (AFO) West.”22 

We shall henceforth utilize that revised designation.  According to AT&T, AFO “is responsible

for the installation and repair of Legacy and IP voice and broadband data services (from central

offices, through outside cable plant, terminals, and to the customer premises), as well as network

infrastructure support and maintenance of those same central office and outside cable plant

network facilities.”23  AT&T has established five (5) regional AFO maintenance organizations,

which we refer to as AFO Districts – Greater LA/Bakersfield; San Gabriel; Bay Area/Central

Coast; Northern California/Central Valley, and Southern California.  Of the five AFO Districts,

the Los Angeles/Bakersfield and San Gabriel districts – both of which serve wire centers in the

greater Los Angeles metropolitan area – were showing significant improvements in most OOS

metrics – decreasing numbers of OOS per 100 POTS lines in service, shorter out-of-service

durations until cleared, higher percentages of OOS cleared within 24 hours, and fewer days

required to reach the 90% cleared level – over the Phase 1 2010-2017 study period.  However,

even those gains were largely reversed in 2018-2019, when performance by all AFO Districts in

most service quality metrics suffered.  The poorest performing AFO District continue to be the

one serving Northern California.  These results are plotted on Figures 4A.30, 4A.31, 4A.32 and

4A.33 below:

�

Of the five AT&T maintenance (AFO) districts, LA/Bakersfield and San
Gabriel had shown significant improvements in most OOS metrics during
the Phase 1 study period.  However, even those improvements appear to
have largely reversed in 2018-2019.

The stark differences in performance among the five AFO Districts may well be explained by

the relative amount of broadband investment that AT&T had made in each of these areas.  Table

4A.16 below summarizes, for each AFO District, the total number of wire centers for which the

District is responsible together with the number of those wire centers that have been upgraded for

broadband services as of the end of 2017.  As noted above, AT&T has confirmed that no

additional wire centers have been upgraded for broadband since that date.

    22.  AT&T California response to DR 11-A-1 dated May 15, 2020.  In that response, AT&T further advised that

“This is the only update to the narrative response provided to Data Request 1, Question 1 on May 11, 2018.”  On

that basis, we have assumed that the specific assignments of individual wire centers to each of the five now-known-

as-AFO districts is the same as it had been in Phase 1.

    23.  AT&T California response to DR-01A, Request 1.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Table 4A.16

AT&T CALIFORNIA

AT&T FIELD OPERATIONS (AFO) DISTRICTS
TOTAL WIRE CENTERS AND WIRE CENTERS

UPGRADED WITH FIBER TO SUPPORT BROADBAND SERVICES
AS OF DECEMBER 2019

AFO District
Total
WCs

Upgraded
WCs

Percent
Upgraded

Bay / Central Coast 126 85 67.5%

Greater LA / Bakersfield 85 64 75.3%

Northern CA / Central Valley 286 95 33.2%

San Gabriel 13 12 92.3%

Southern California 105 81 77.1%

TOTAL 615 337 54.8%

It seems hardly surprising that the AFO District with the poorest overall performance on all of

the relevant service quality metrics – Northern CA / Central Valley – also has the lowest

percentage of upgraded wire centers (33.2%) and, conversely, the AFO District exhibiting the

best performance and improvement overall – San Gabriel – also happens to have the highest

percentage of upgraded wire centers (92.3%).  However, while investment in wire center

upgrades may well account for a net gain in service quality overall (as in the case of the Los

Angeles and San Gabriel AFO Districts), it would not by itself explain why those AFO Districts

with the smallest percentage of wire center upgrades have experienced so substantial a

degradation in service quality over the period, except perhaps to underscore the pressing need for

investment and upgrades in these other wire centers as well.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



Figure 4A.30. AT&T California. OOS per 100 lines in service (actual) varied

inversely with the type of area being supported by each AFO district – lowest in

the largest metro areas, but saw large increases in the San Gabriel and Southern

California districts.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.

ECONOMICS AND 
 TECHNOLOGY, INC.

                                                                                          21 
 
 
 
 
CONFIDENTIAL AND PROPRIETARY PER P.U. CODE § 583, GENERAL ORDER 66-D, & D.16-08-024



Figure 4A.31. The average duration of OOS over 24 hours (actual) is longest –

and had been increasing – in AT&T California AFO districts covering non-metro

and rural areas, and also saw large increases in the San Gabriel and Southern

California districts.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.32. The percentages of OOS to be cleared within 24 hours (actual)

decreased in all five AFO districts in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 4A.33. The number of days required to clear 90% of all OOS (actual)

increased in all five AFO districts in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Since the bulk of AT&T’s investments in its ILEC network have been
aimed at upgrades that support broadband services, the AFO Districts
with the smallest percentage of such upgrades have continued to  exper-
ience substantial degradations in service quality into the 2018-2019
period.  This result further underscores the pressing need for infrastruc-
ture investment irrespective of AT&T’s pursuit of the broadband market.

Summary

Overall, ETI’s analysis of the 5.6-million AT&T out-of-service Trouble Report records and

other pertinent AT&T service quality data over the full 10-year 2010-2019 period indicates that

the company’s service quality and its response to protracted out-of-service conditions has

declined, in some cases significantly, over this time frame.  Of particular concern, the

degradation in AT&T service quality overall appears to have accelerated in 2018-2019.  There

were few exceptions within the overall AT&T California network.

Wire Centers that have received broadband upgrades – and hence benefitted from an infusion

of new investment – have fared a lot better than those locations where little or no such upgrades

had taken place.  Service quality and responses to outages in the very largest wire centers –

particularly those in the Los Angeles area (the Los Angeles and San Gabriel AFO Districts)

actually showed some improvements, whereas other AFO Districts exhibited deteriorating

service quality conditions.  In terms of absolute numbers, AT&T out-of-service incidents

declined, but the decline was less than in proportion to the large decrease in the number of POTS

lines in service that AT&T has experienced over the 10-year study period.  The various inter-

category relationships were largely maintained in the last two years, but most metrics saw

significant losses in all categories in 2018-2019.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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Figure 1.4.  While its various acquisitions produced large
increases in the number of customers and total operating revenues,
their impact upon Frontier’s net earnings was a succession of steep
declines.  [Source: Frontier 10-K Reports 2005-2017].

has now been negative for seven consecutive quarters.  Frontier’s shareholders have come to
understand that Frontier had grossly overpaid Verizon for the three ILECs purchased in 2016,
and have discounted the value of the company’s stock far below its nominal book value.

Still, Frontier California remains the underlying provider of most retail local network
services offered within its service area.  In addition to legacy POTS-type circuit-switched
services, the scope of Frontier California’s direct retail offerings also includes bundles of voice,
high-speed Internet access and video marketed under the FiOS brand.  

Verizon California and post-acquisition Frontier California have not implemented the
extreme succession of significant price increases for its legacy residential POTS services.  And
unlike AT&T, there is no evidence of a “harvesting strategy” on the part of Frontier or even
Verizon before the transfer.  Frontier, as a “pure-play” ILEC, has a strong incentive to maintain
and to grow its customer base, not to allow it to dissipate.  These are all positives for Frontier’s
future if it is somehow able to reverse its financial decline.  

Unlike Verizon California’s diminishing importance to its parent company prior to the 2016
sale, Frontier California represents a major component of its new parent, Frontier Communica-
tions Corporation.  But with the parent company’s worsening financial condition, Frontier
California’s financial condition and investment policies will be dictated by conditions that are
largely beyond the CPUC’s control.
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