BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND )  DOCKET UT-121721

TRANSPORTATION COMMISSION, )
)

Complainant, )  DECLARATION OF

)  MATHEW PERKINSON

v. )  REGARDING TELEFONICA
) USA, INC.

COSPEED, LLC, CVC CLEC, LLC, GO )

SOLO TECHNOLOGIES, INC., )

GRASSHOPPER GROUP, LLC, NET

TALK.COM, INC., NOWYR, INC., )

PELZER COMMUNICATIONS )

CORPORATION, PRICERIGHT )

COMMUNICATIONS, LLC, PUGET )

SOUND TELECOMMUNICATIONS, LLC )

d/b/a PUGET SOUND TELECOM LLC, )

TELEFONICA USA, INC., TELMEX USA, )

L.L.C., VANCO US, LLC, VERTEX )

TELECOM, INC., )

Respondents., g

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.
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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.
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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 Olyspia, Washington.

MATHEW PE SON
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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:
e Complete and file one paper copy or electronic version of the enclosed 2011 annual
report form
e 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.

DECLARATION OF MATHEW PERKINSON - 4



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.

2

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?

* Ifyou 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.

* Ifyouare aclass 1 Railroad, please also file a copy of your Surface Transportation Board
Form R-1 - including statistics specific to the state of Washington.
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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

DECLARATION OF MATHEW PERKINSON - 6



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 vou what you can do to mitigate vour 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
cach 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
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Attachment C

Docket SheefEniry

Docket Mumber 121013
Docket Sheet Typer - Docwment
Sub Type Peraly Assesomen Transactivn Log
Drate - 01152013 : i
Desgeiiption  Statement of Account notng pavment of 5210000, pavment fn
Confidential Level? & Mrme ©
I Confidensial
. Fighly Confidential
“Linkta Filing Forme . ()
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Attachment D

TELECOMMUNICATIONS COMPANIES

2 ANNUAL REPORT -
Due May 1, 2012 S
0 y ’ - "1 &“b % ; v*;:j
‘ e w5
1 Telefanica USA, e, ~ e el =AW
‘ 1111 Brickell Ave. 10™ Floor Henen i) SoMpUTERS P
' Miami, FL 83131 " R S -
| Full naie and address of Company Corrgot name and axddress, I difiEnt I show

WASHINGTON UTILITIES AND TRANSPORTATION COMBISSION
for the YEAR ENDED DECEMBER 31, 2011,

. T SECTION]
TRAARIES CONCERNING THIS ANNUAL REPORT SHOULD BF ADDRESSAD T0-
NAME: . Brydmsa b andivar

TITLE: Xae Sonagus
ADDRESS: 1441 Brelkell fie. 10" foos
SITY Mg ETATE" E| ZIP: 31
TELEPHOME: S0E-S05 5405  PAY EASOSEEING . EMAL *Endniin ardbhar tolafunlos orr

 The company must nollfy the Commission, in wiifjng, of any changes to the shove I'ufqrmat{am

BECTION 11
TYPE OF PAYMENT - DO ROT BEND CASH IN THE M&il

Far Comundsson Uzo Daly

| Conalk Gard Authorization;,
eheek __ Woney Drdsr _ KMEN . Visa __ MesterGesd _ Discover |

Dieeyelit Crrd Murnbar:

N N N O I O O

CERTIFOATION FOR GREDIT GARL PAYMENT: 1, fhe mntersisned, indat preally for falss stabant, corily it the infarration 12 Yoo, valkf aind
coertet, theil §am suthorzad b ewscole on behalf of e applican, ard el | agres b poy the shove tatal smaunt aceording ko sard {sswer agreament,

Expiliation Deta
o BuniiYear

Mama {Prinkad} Tt ___,
Saynalure : Dt
: P Gommision Lse Gy ~ I
Hecaplion Rurder: Refsrere) Payrard i1, Retehable® e
-4 1102 BEA 7001 BOR {5 VA K B ok ) o D019 302680230,
Txdad Pard \

Diriginal i Ba mailed fa the Washinglon Uilities snd Tranaporiation Camemlsian, PO By £7250, Dymiila, WA SEEDATEED
Wl Siba; wivew kilo wa.gov

1
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Washington Unified Business Identifier {UBl) No.;__ 802988530 ,
[if your cho pet kaowe your UB1 No, [aase contac! Business Livansing Senvice of 1-800-4579-7085 or BLEdor we o)

Annual Report Certification

| cartify that ), Magin Bricang, the responsible accolnt offiver for Telefonlos USA, Inc. have examined the
foregoing report; that, o the best of my knawledgs, Information ard befief, all statements of fact cortained
in s=id raport are lrue and sald report is & comect statement of the businass and affairs of the above-
namad respondertt in respect to each and évery matter set forth thereln during the padod fram January 1,
2011, fo Decambet 31, 2011, inclusiva,

Naine (Printed) _Magin Brigano C} Title _CFO . ,
Slgnature "‘“’*7@4‘51}:” &3 Date B e ) 20ib
R CT—— E- i

Onling An nual Report Certification

| asknowledge that the foregomy Annts! Report hias been submitted slectronically; thal, to the best of my
knowledge, information and belief, all siaternenis of fact contalried in alf sitached schedules ars frue and
sald roport Is & correst statement of the business and aifsis of the sibove-named respondent In respect to
sach and every matter sat forlh thereln durlng the period froth Januery 1, 2011, to Decerniber 31, 2011,
Iriclusive. | agres that my name typed In liew of roy handwritten signature shall be suffisient 1o desim the

report complate,
Authorized By; t . 1
kkkk Fizrses Typr Fedf Wamg Her )
Aulhorized Date: l I
] Mnﬁ:}é Fidl Dals i
2
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SECTION il

1. Have you attached the following additional documants? The rapod wil not be corm plete without
the equired doouments:

ncome staternent {Required):
Balance shest {Reguired):

Addifanal information if required under WAG 480:120-385 {1346 €03, 0, or (I3,

0DO®®

Ukher documents {please describe):

Washington State Dala
2. Eervices
& Doss your sompany provide local exchangs services in WA Yas [ ] No

b, What other services doss your Company provide in WA 7T Please fish,
Yirtua| Private Nelwork Services (VPNAMFLEY

3. Lines n ssrvics as of Decamber 34, 2010

If yau file Form 477 with the FOO far Washington operstions, plaase indloats:

a The total number of voles grade aquivalent lines: pe
{provide the same numbsar 28 Insluded in the FGC Form 477 Part L. A1)
{if your sompany doss not file Form 477 Yz st must raport voice grade
egifvaiont mes.)

b, Hiww many of the Bnes listad In 9.5, shove, have acesss fo E-911 ,__«_ﬂlﬁ . }
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REGULATORY FEE CALGULATION SOHEDULE
. Duze May +, 2012 :
Ceanpny Marss et el Repor Yesr

‘Tolafurtica USA, Iné. _ . ] 2011

In mseomdance wih chapler 50,2404 FER "TegUlaloey Foas”, thi Commission e Telacammunleabisn oompanizs f file repors of
grown kmaelale apermiing revanus and pay s on Hial revsnue, Exey company sublea! o regulnbon Bhall Flawith e ampsasion o
sltatarmad brdor oath ehowing ity Hrosy inkrastate aparating peeniie for the precading year anmd pay fo the Commisaian 1 fu =3 inedrucied
bielow.

TobabSosa inrastata Cipasding Revenus i
Lest blon Foa-Bapg Rvveusss 2
Balence-Adjusied Gross inlaptats Oyansting Revenis {@ubdraet tina 2 fom 13 5
Heguistory Foe Catouli§urs ) 4
da IfEne 3k UNDER S20.000, Brtar ZERO {Flion TEFRY Indicates sohadids i 43
4b ifBne 33 BETWEEN £20,000 s $50,000 4Rt fvalié from B & | g et sconny wh
{Filigg RETIWERR S20,000 and 350,004 indioafos seheduls s couripdele, 1F Mo alled May 1 e fo Lie )
Wiirz 3 e OVER $E0,000-olsy ampurd foom e 3 del 8

BESI9TT
053

ol

4
b Flrst G50.0003s sutact fo 12 peguliatary fag AdE  S000r s 1 %400 = A5
e Adjusiricod of Bross ntmstaly Cpenting Rewenue fsutiract Line 44 fom 46 deld BT v home a384
& Tolod Regiestary Faan owed jarler ing ab, of a0 4 mied A}

£~

Cormiglete Lines & theough & ¥ Nilng after sy 4
& Penallivs oo Regulatory Fees Tied altar ey 4

B Totsl Fehaiion on Reguialony Fees oned - snler gmoura from e & gt
¥ Intorea? en Reguisloey Fage Bl sfter slay 1
To-Apeuntiomloa s Maed o umberaf manibs pedMay M 2 iR{OfiE

B Pl Paimliies s Inberast pwed [pid Enes B and Ta)

8 Talal Regulstary, Persly and iborest Foes Due {(sdd lnes 6 and )

Hlohe: Tha eaweras wibdecl fo e Sammbsdons rmguistary foes fre frss Wethngton Indrestals cpernie reomeas hefors detueting far
uneotactibls, urbthibion, subnuhsdaggrgatar rommlsslons e ihe raymenl of slie chresan and staie s B {5xkn, De. "Eross Revanuas®
ey Lufore sy deduclions framm Revenim Recaipls. '

MDETAILS OF NON FEE-PAYING REVENUE _
nidisme feeoust and Restipion I » Atvertiing
0. ] s

s

14, .
Votal Now Foe-Paying Revatus N i
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Telefonica Data USA, Ine
Balance Sheet
December 31, 2011

Balance Sheet

ABSETS
Current assets:
Cash 11,987,122.34
Reatricted Cash . 113,430,232
Avcournts receivable-net of allowance for doubliul accounts 14,257, 21766
Inventory :
Due from velated parties 92,777 L0 BY
Prepaid expenses and other 8,5749,355.69
Total current assets 124,715,420.84
Other assets, Long 'T'erm 6.417,068.54
Lquipment and leasehold improventents, net 56,726 9539.60
TOTAL ASSTTS 187 859,42%.5%4
TIABILITIES AND HOME OFFICE ACCOUNT DEFICIENCY
Curvent abilities: :
Accounts payalle 7,798,289.86
Acerued labilitios 26,475,465 59
Deferred Revenue 7807 A01.07
Dhae to related parties 44 188,672.21
Total current labilities 86,269, 72875
Other liabilities, long term 5,810,422 94
Dine to refated pasties-long term 17 442,02697
Stockholders” equity:
Commoen stock - $10 par value; 100 shares
authorized, issued and outstanding 100000
Stockholders Receivalile
Ehares Reserved for PEP (L0
Additional paid-in capital 176,636,633.38
Accumulated deficit (98,300,352 40)
Total stockholders' equity 78,337, 250,049
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Telefonica Data USA, Ine
Income Statement
December 31, 2011

Income Statement

Revenues

Operaling expenses:
Cost of services and sales

Bxternal services and general and administrative

Provision for uncollectible accounts
Taxes other than on income
Depreciation and amertization
Fotal vperating expenses

Loss from opetations

Inlerest income, net

Net {Loss)f Income

Other Income

Realizes paing/(losses) on exchanged rate
Unrealized gaing/ (losses) on echange rate
Orher gains and (losses)

Initerest revenue/(expense), net

Net Income (loss) before Tneome Taxes

Provisien for Incotne Taxes

Net Incorne/ (Loss) after tax

109.388,745.57

66,609,565.67
31,737 A94.65
2,133,424.80
972,008.09
5,022,301.42

106,564,794.63_
2,823,950.94

19,852,968.04
(477,064.30)

630,586.12
(4,310.39)
62,749

22,588,880

(1086462}

21,802 417.35
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TOTAL LIABILITIES AND HOME OFFICE ACCOUNT DEFICIENC 187,.859,429.62
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Attachment E

Close ARTS

~ EvenilagT = Nel

30837 [EEE | BAL01Z e : : - Ae2013 120535 R
30837 3/6/2013 3822013 81615 4M
30837 IEL2013 3623 BRI 4M
30837 B3 . /842013 12:05:42 PM
30837 /642013 R 3/6/201312:05:37 PM
30837 IES2013) $92.38 | 0044259 3/7/2013 10:48:57 AM
30837 72013 ($0.82) 3/7/2013 10:49:05 AM
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