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QWEST CORPORATION’S PETITION FOR A TEMPORARY WAIVER OF PORTIONS OF WAC 480-120-031 AND WAC 480-146-360


I.  INTRODUCTION

Qwest Corporation (“Qwest”) petitions the Commission for a temporary wavier of certain provisions of WAC 480-120-031 and WAC 480-146-360.  These provisions generally require Qwest to file certain reports with the Commission either by May 1 or June 1 of each year, or within 90 days after the end of a quarter.  As set forth more fully below, Qwest will be unable to provide those reports by the deadline this year because of issues associated with the restatement of Qwest’s financial reports.

II.  RELIEF REQUESTED 

The Commission’s rules place certain reporting requirements on Qwest on both an annual and a quarterly basis.  Qwest seeks waiver of the following specific requirements:

· Pursuant to WAC 480-120-031(4) Qwest must file an annual report no later than May 1 of each year.  Qwest requests a waiver of this requirement until August 1, 2003.

· Pursuant to WAC 480-120-031(9) Qwest must file quarterly results of operations statements.  Those statements are due 90 days from the end of the period being reported, except that fourth quarter results are due no later than May 1.  Qwest requests a 90-day waiver of this requirement until August 1, 2003 for the fourth quarter 2002 statement.  Qwest also requests a 30-day waiver, until August 1, 2003, for the first quarter 2003 statement.

· Pursuant to WAC 480-146-360 Qwest must file an annual report of all affiliated interest transactions that occurred during the period January 1 through December 31 of the previous year.  This report is due no later than June 1.  Qwest requests a 90-day waiver of this requirement, until September 1, 2003.

III. DISCUSSION

Qwest is a wholly owned, indirect, subsidiary of Qwest Communications International Inc. ("QCII").  On February 19, 2003, QCII issued a press release announcing its financial results for the fourth quarter and full year of 2002.  It noted that QCII had been conducting a review of its accounting policies, practices, procedures, and disclosures.  It stated that, as a result, QCII was restating its previously reported financial results for 2001 and 2000 and that these restatements also resulted in adjustments to previously disclosed financial results for interim periods in 2002.  All restatement matters are subject to audit by KPMG LLP.
On April 1, 2003, QCII issued a press release stating that it would not be able to file its 2002 10-K on time.  It noted that QCII had substantially completed its restatement of the 2001 and 2000 financial statements, although the restatement remains subject to the audit process.  Also, the company’s external auditor, KPMG LLP, has made significant progress on the audits of the company’s consolidated financial statements for 2002, 2001 and 2000.  
As previously disclosed, Qwest expects to file its required Securities and Exchange Commission (“SEC”) periodic reports when the restatement is complete, Qwest’s independent auditors have completed their audit of the relevant time periods, and the Company’s chief executive officer and chief financial officer are able to make the certifications required by Section 302 of the Sarbanes-Oxley Act.

Qwest makes this waiver request because the reports which are the subject of this request include data derived from Federal Communications Commission (“FCC”) regulatory (MR) reports.  These MR reports cannot be completed until the SEC periodic reports referenced in the foregoing paragraph have been finalized.  Further, after Qwest has completed its MR reports for 2002, in order to complete the annual report Qwest must then allocate the reported MR costs between regulated and unregulated costs under Part 64 of Title 47 of the Code of Federal Regulations, and then also separate the regulated costs between the interstate and intrastate jurisdictions under Part 36 of Title 47 of the Code of Federal Regulations.  After the Part 64 and Part 36 processes are completed, all of the financial data must then be downloaded into a separate system which categorizes and produces the reports in the manner and format required by the Commission.  The annual report numbers must then be reconciled to Qwest’s standard company reports to ensure accuracy.  Then the annual report goes through internal reviews until it can be certified to be correct. 

Accordingly, Qwest requests a temporary waiver of the annual report’s filing date and further requests that it be granted an extension of time to file the annual report until August 1, 2003.  Given the uncertainty regarding the time required to complete the steps described above, Qwest cannot provide assurance that it will be able to meet such extended due date but will endeavor to do so and will notify the Commission and request a further extension if it finds that it will not be able to meet the requested due date.

By this waiver request Qwest does not provide, or intend to provide, whether directly or indirectly, any information about when the restatement and audit will be complete.  Rather, Qwest is representing that, because the restatement and audit are not yet complete, and because completion of the annual report will require significant time and effort after the restatement and audit are complete, as described above, the requested waiver is necessary and appropriate.

A. Reports under WAC 480-120-031

In order to be able to file the annual report required in 480-120-031(4) Qwest must have information from its FCC regulatory reports, which also provide the information used to prepare the FCC ARMIS reports.  Consequently, Qwest will be able to generate the annual report for 2002 only after it has produced the FCC regulatory reports necessary to generate its 2002 FCC ARMIS report.

In order to be able to file the quarterly results of operations required in 480‑120‑031(9), Qwest must have reports of its separated results of operations, which it prepares using information from its FCC regulatory reports.  Consequently, Qwest will be able to generate 2002 separated results of operations only after it has produced the FCC regulatory reports.  

Because Qwest requires FCC regulatory reports to prepare its annual report for Washington and separated results of operations to prepare its quarterly reports for Washington, it is clear that the requirements for reporting under these rules cannot be met by the deadline set forth in the rules.  
B. Regulatory Fee

In addition to filing the annual report on May 1, the Commission rules and statutes require Qwest to pay its annual regulatory fee on May 1.  Qwest is not asking for waiver of the payment deadline.  The regulatory fee is calculated based on gross operating revenue from intrastate operations (RCW 80.24.010).  Qwest believes it will have substantially accurate revenue information by May 1 in order to enable it to calculate and pay the regulatory fee.  If the subsequently filed reports show a discrepancy in the revenue calculation, Qwest would seek to true-up the regulatory fee as appropriate.

C. Report under WAC 480-120-360

Pursuant to WAC 480-146-360 Qwest must file an annual report of all affiliated interest transactions that occurred during the period January 1 through December 31 of the previous year.  This report is due no later than June 1.  Qwest requests a 90-day waiver of this requirement, until September 1, 2003.  Qwest will be unable to file the report on the deadline because this report is based on and derived from information contained in the annual report discussed above.  Thus, Qwest’s waiver request simply preserves the 30-day interval between the filing of these various reports.  
IV. CONCLUSION

For the reasons stated above, Qwest requests a waiver of those portions of WAC 480-120-031 and WAC 480-146-360 as outlined in Section II above. 

Respectfully submitted this 3rd day of April 2003.
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