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	DOCKET UT-121721
DECLARATION OF

MATHEW PERKINSON
REGARDING TELEFONICA USA, INC.



Mathew Perkinson, under penalty of perjury under the laws of the State of Washington, declares as follows:

1. I am employed by the Washington Utilities and Transportation Commission (Commission) as a Compliance Investigator in the Consumer Protection and Communications Section. As a Compliance Investigator, my responsibilities include conducting investigations regarding the business practices of regulated utility or transportation companies. As part of those duties, I investigate telecommunications companies that may be operating in violation of one or more statutes or rules enforced by the Commission.

2. Regulated telecommunications companies must submit annual reports and file regulatory fees by May 1 of each year.  Each year, the Commission distributes an annual report form and a regulatory fee form to facilitate these submissions.
3. On February 29, 2012, the Commission mailed an annual report packet to Telefonica USA, Inc. (Telefonica) at the address on file with the Commission.  The packet contained an “annual report form” and a letter from the Commission’s Executive Director and Secretary, David Danner.  The annual report form includes a regulatory fee calculation schedule and requires a company to attach other documents as well.  A completed annual report form, with the necessary attachments, constitutes a company’s annual report.
4. The letter from David Danner explained the annual report and regulatory fee submission requirements. In the letter, Mr. Danner instructed Telefonica to return the completed form and pay any regulatory fees by May 1, 2012. The letter further stated that, if the company failed to file a completed annual report and pay regulatory fees by May 1, 2012, the Commission would assess a financial penalty of $100 for each business day after May 1 that the report was not filed and $100 for each business day after May 1 the regulatory fees remained unpaid. Those companies wishing to request an extension to file the annual report were instructed in the letter to do so before April 24, 2012, and to provide a reason for the extension. In addition, the letter advised that Commission Staff would seek revocation of the authority of companies that failed to file an annual report or pay regulatory fees by June 1, 2012. A copy of the letter is attached as Attachment A.

5. On May 14, 2012, the Commission sent letters to those companies that had not yet filed their annual reports, Telefonica was one of these companies. The letter, signed by David Danner, informed Telefonica that, to date, it had incurred a penalty of $800. In the letter, Mr. Danner stated that companies who filed their annual reports no later than May 25, 2012, would receive mitigated penalties of $25 per day. Conversely, the Commission would impose an additional $25 per day for each instance in the previous five years that the company had received a penalty for filing a late report. A copy of the letter is attached as Attachment B.
6. Telefonica did not file its annual report by May 31, 2012, which is 21 business days past the deadline of May 1. The commission assessed penalties against the company in the amount of $2,100, in Docket UT-121013. Telefonica did not request an extension.

7. The commission issued a complaint for revocation of registration for failure to pay regulatory fees and failure to file an annual report; and a notice of hearing set for February 4, 2013. Telefonica did not appear at the hearing. At the hearing, commission staff presented evidence that Telefonica had failed to file the 2011 annual report or pay the 2012 regulatory fees, and commission staff recommended that the Commission revoke Telefonica’s registration.

8. On January 15, 2013, Telefonica paid the penalty assessment in Docket UT‑121013, in full. A printout of the Commission’s Penalty Assessment Transaction Log documenting the payment is attached as Attachment C.

9. On March 6, 2013, Telefonica filed its 2011 annual report and paid the required regulatory fees. A true and correct copy of the annual report received by the Commission is attached as Attachment D. In addition, a screen-print of the Commission’s Annual Report Tracking System, showing receipt of the regulatory fees as well as the report, is attached as Attachment E.
10. On March 7, 2013, Telefonica, in a letter to the commission, requested that the company’s registration not be revoked as a result of coming into compliance with commission rules. The letter is on file in this docket.
11. Staff recommends that Telefonica’s registration not be revoked. Telefonica filed its 2011 annual report and paid the required regulatory fees for 2012.

DATED this 21st day of March, 2013, at Olympia, Washington.

______________________________________
MATHEW PERKINSON

Attachment A
February 29, 2012
Dear Regulated Company:

Reference:  Your 2011 Annual Report and 2012 Regulatory Fees are due May 1

State law requires you to file an annual report and pay regulatory fees to the Washington Utilities and Transportation Commission (UTC). 

What is required of you?

By May 1, you must:

· Complete and file one paper copy or electronic version of the enclosed 2011 annual report form

· Pay your 2012 regulatory fees

What happens if you do not file a completed annual report and pay regulatory fees on time?

If you do not file your company’s completed annual report and pay the regulatory fees by May 1, the UTC will assess a financial penalty of $100 for each business day after May 1 that the report is not filed and $100 for each business day after May 1 the fees are unpaid.  You may seek mitigation of the penalties in response to the assessment you receive, after you have filed a completed annual report and paid your regulatory fees.  The amount of the penalties the UTC mitigates, if any, will depend on the reasons you were late and whether you have filed late in prior years. If you have not filed your completed annual report or paid your regulatory fees by June 1, 2012, Staff will initiate proceedings to have the UTC revoke your authority to operate in Washington. 

What happens if you do not pay the regulatory fees by May 1?

If you do not pay your company’s regulatory fees by May 1, you will incur a 2 percent penalty on the amount due and a 1 percent monthly interest charge on the unpaid balance. These amounts apply in addition to the assessment of a penalty of $100 per business day after May 1 that the fees are unpaid.
May you request an extension of time if you are unable to file the annual report or pay your regulatory fees on time?
You may file a written request for an extension to file your completed annual report, but the UTC will not extend the deadline for paying regulatory fees.  Any extension request must be filed with the UTC by April 24, 2012, and must state a valid reason for why you need an extension and identify a specific date by which you will file your completed annual report.  The UTC will notify you by May 1 whether your request is approved or denied. Even if your request is approved, you will still be liable for penalties and interest payments if you fail to pay your regulatory fees by May 1. 

What should you do if your company is no longer operating in Washington?

You may cancel your registration or permit by using the cancellation forms available on our website (see below), but if your company operated in Washington at any time during the 2011 calendar year, you must pay regulatory fees and file a closing annual report based on the months of operation during 2011 even if you cancel your registration or permit.

May you designate any information in your annual report as confidential? 

Yes, but if you satisfy two conditions:

(1) You are eligible to request confidential treatment only if your company is regulated under Title 80 RCW, that is, if you operate an electric, natural gas, telecommunications or water company. Transportation companies, regulated under Title 81 RCW, may not request confidential treatment of documents because the authority for such treatment is found only in RCW 80.04.095. If a Title 81 company files its annual report or fee sheet as confidential, the UTC will not treat it as confidential.

(2) You must follow the steps for filing confidential documents in WAC 480-07-160.  You may find this rule at the UTC website, www.utc.wa.gov/annual reports.

Please note: The regulatory fee sheet portion of your report is not a confidential document and will not be accorded confidential treatment under the rule. The UTC will not, however, disclose credit card information you list on the fee sheet.
May you perform some of these tasks online?
Yes. You may complete the following tasks from the annual reports page at the UTC website www.utc.wa.gov/annualreports:

· Obtain electronic versions of annual report forms

· Pay regulatory fees

· File your report electronically 

· Cancel your registration (telecommunications companies) or permit (transportation companies) if your company ceased operations in 2011. 

Where do you mail the completed annual report form and regulatory fee payment? 

Washington Utilities and Transportation Commission

PO Box 47250

Olympia, WA 98504-7250

Is there any additional information you should file?

· If you are a gas distribution company, please also file both a paper and electronic copy of your Federal Energy Regulatory Commission Form 2. 

· If you are an electric company, please also file both a paper and electronic copy of your Federal Energy Regulatory Commission Form 1.

· If you are a class 1 Railroad, please also file a copy of your Surface Transportation Board Form R-1 - including statistics specific to the state of Washington.

If you have questions about any aspect of your report or regulatory fee, please contact Rae Lynn Carnes at (360) 664-1152 or rcarnes@utc.wa.gov. 

If you need this letter or an annual report form in an alternate format, please call 360-664-1243. The TTY Toll-Free phone number is 1-800-416-5289.

Sincerely,

David W. Danner

Executive Director and Secretary

Enclosures

Attachment B

May 14, 2012
NOTICE OF ENFORCEMENT ACTION
Attention:

Your 2011 annual report to the Utilities and Transportation Commission (commission) was due on May 1, as required by law. Financial penalties of $100 per day began accruing on May 2. 

As of the date of this letter, you have accrued a penalty of $800. That penalty will increase by $100 per day for each subsequent day you fail to comply.

This letter tells you what you can do to mitigate your penalty.

If the commission receives your report postmarked no later than May 25, commission staff will mitigate your penalty to $25 per day. Additional penalties of $25 per day will be added for each year you have filed late in the past five years, up to a maximum of $100 per day. 

Annual report forms are available on the commission’s website at www.utc.wa.gov. If you have questions or require additional information, please contact Mathew Perkinson, Compliance Investigator, at (360) 664-1105 or mperkinson@utc.wa.gov.

Sincerely,

David W. Danner

Executive Director and Secretary

Attachment C

[image: image1.emf]
Attachment D
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Annual Report Certification

1 certfy that |, Magin Briceno, the responsible account offcer for Telefonica USA, Inc. have examined the
foregoing report ha, o the best of my knowledge, information and belie, all stajements of fact contained
in said report are true and said report is 2 corect statement of the business end affars of the above-
named respondent in respect o each and every matter set forth thereln during the pariod from January 1,
2011, to Decembar 31, 2011, inclusive,
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Online Annual Report Certification

| acknowledge tha the foregoing Annual Report has been submifted slectronicaly; thal, to the best of my
knowledge, information and belief, al statements of fact contained in all altached Schedules are true and
sald roport i a correct statement of the business and affairs of the above-named respondent n respect to
‘each and every matter set forth thereln during the period from January 1, 2011, to Decerber 31, 2011,
Inclusive. | agree that my name typed n liew of my handwritten signature shall be sufficent to deem the
report complete.
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Washington State Data

2. Services

2. Doss your company provida local exchange services in WA? Yes [7] No [
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Balance Sheet
December 31, 2011

Balance Sheet

ASSETS
Current assets:
Cash 11,987,12239
Restricted Cash 11343022
Accounts receivable-net of allowance for doubtful accounts 14,257,217.66
Inventory
Due from related parties 92,777,694.88
Prepaid expenses and other 5579,955.69
Total current assets 124,715420.84
Other assets, Long Term 6417,068.84
Fiquipment and feasehold improvements, net 56,726,939.66
TOTAL ASSETS 18785942930
TIABILITIFS AND HOME OFFICE ACCOUNT DEFICIENCY
Current liabilities:
Accounts payable 7,798,289.86
Accrued liabilities 2647546559
Deferred Revenue 7,807A01.07
Due to related panti 4418857221
Total current liabilities 86,269,725.73
Other liabilities, long term 581042294
Due to related parties-long ferm 17,442,026.97
Stockholders’ equity:
Common stock - $10 par value; 100 shares
authorized, issued and outstanding 1,000.00
Stockholders Receivable
Shares Reserved for PSP 000
Additional paid-in capital 176,636,633.38
Accumulated deficit (98,300,382.40)
Total stockholders' equity 78,337,250.99
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Income Statement

Revenues

Operating expenses:
Cost of services and sales

Fxternal services and general and administrative
Provision for uncollectible accounts

‘Taxes other than on income

Depreciation and amortization

Total operating expenses

Loss from operations

Interest income, net

Net (Loss)/ Income

Ottier Income.
Realizes gains/(losses) on exchanged rate
Unrealized gains/ (losses) on echange rate
Oter gains and (losses)

Interest revenue/(expense), net

Net Income (loss) hefore Income Taes

Provision for Income Taxes

Net Income/ (Loss) after tax

109,388,745.57

66,699,565.67
31,737494.65
2,133,424.80
972,008.09
50
06,564,946
2,823,950.94

282395094

19,852,968.04
(477,064.30)
630,586.12
431039
62,749
22,888,880

(1,086,462)

213041736
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