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REBUTTAL AFFIDAVIT
OF
LARRY B. BROTHERSON
General Terms and Conditions

Larry B. Bratherson states as follows:
(R INTRODUCTION.

My name is Larry B. Brotherson. | filed a rebuttal affidavit in this proceeding on

April 2, 2002.

i PURPOSE OF TESTIMONY.

The purpose of my supplemental affidavit is to provide further information
regarding Midcontinent Communications’s (“Midco”) concern regarding a mailing it
received from Qwest.

i, BACKGROUND.

in the testimony of W. Thomas Simmons, Midco expresses concern about a
mailing that Mr, Simmons says a Midco customer received from Qwest.! In my rebuttal
affidavit | stated that | would supplement my testimony after Qwest had an opportunity
to obtain more information about this issue from Midco and to investigate.

As | stated in my rebuttal affidavit, Mr. Simmons is in regular contact with
Qwast's account team but had never raised this issue, nor does his testimony provide

any details sufficient for Qwest to investigate and respond. Qwest takes Mr. Simmons’s

Simmons Testimony at 13.
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concern seriously. Since receipt of Mr. Simmons's testimony, Qwest has contacted
Midco and requested the underlying information and details so that Qwest could
investigate and respond. Midco has cooperated with Qwest's request for more
information and has provided a copy of the mailing at issue. This mailing was
addressed to Midco, not to a customer of Midco's. Itis a brochure advertising a Qwast

product. The mailing at issue is attached as Exhibit LBB-GTC-3.

.,  INVESTIGATION

Upon receipt from Midco of the mailing that Mr. Simmons referenced in his
testimony, | initiated an investigation to determine why Midco received this mailing. 1
learned that the brochure that Midco received was a mass mailing that was sent o
kusiness customers throughout South Dakota. The brochure Midco received advertised
a time-specific promotion for Qwest Dedicated Internet Access ("Qwest DIA™). Qwest
DIA provides an advanced OC-192 broadband IP backbone for high-speed internet
connectivity. The promotion required a customer to sign up for the service between
March 6, 2001 and May 31, 2001 to receive Qwest DIA for $799 a month. Qwest DIA
offers a customer dedicated internet access T1 port, a Cisco 1720 router, on-site
installation, and 24 X 7 hardware maintenance agreement.

This Qwest DIA prometion was a joint promotion between Qwest and Cisco
directed at business customers. The data used to create the mailing list for this
promotion was a combination of data from Qwest's business retail, Cisco and Harte-
Hanks Direct Marketing, a third-party marketing company with whom Qwest contracted.

These three databases were combined and the duplicate information was removed to
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create the mailing list for the Qwest DIA promotion at issue. Because of its expertise
and marketing database, Harte-Hanks was selected to help create the mailing list,
generate interest in the product, and generate inquiries to Qwest's call centers and web-
site. A copy of the Harte-Hanks home web-site is attached as Exhibit LBB-GTC-4.
Cisco provided marketing information and mailing lists because the promotion included
4 Ciseo 1720 router as part of the service offering. Qwest utilized its retail customer
information to help create the promotional list.

Qwest obtained its retail business customer information from Qwest's database
of retail business customers. The Qwest retail business customer list that contributed to
this mailing list does not contain any customers identified as “Midco resold customer.”
1. nowever, a Midco resold customer also happens to purchase retail services directly
irom Qwest, that customer will be on the list of Qwest retail customers. Accordingly, it is
impossible to state that a Midco customer did not receive the Qwest DIA mailing. This
i because the customer could also be a retail customer of Qwest. Further the
customer could be on a commercially available mailing list offered by Harte-Hanks.
Finally, the customer could be on the Cisco list. In sum, if this mailing went to any
customers of Midco, the customer addresses were obtained through legitimate
marketing mailing lists and not through any use of Qwest wholesale customer data.

Because Midco is a retail customer of Qwest services as well as a wholesale
customer of Qwest, a query of the business retail customers included Midco as a
purchaser of retail services. As a result, it is not surprising that Midco received the

promotional brochure advertising Qwest DIA services. Midco is a business that could
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require 1) reliable high-speed internet connectivity over an 0C-192 broadband 1P
network, 2) network connectivity, 3) web hosting, 4) web-centric consulting, cerfified
technical expertise, 5) 24 X 7 system monitoring and hardware support, 6) guaranteed
99.9% internet access “up-time”, 7) single paint of contact, 8) bandwidth and scalahility,
9) DS$1 internet access, 10) a Cisco 1720 router, 11) on-site installation and 12) 24 X 7

hardware maintenance agreemerit.
V. CONCLUSION.

Qwest markets its products and services to its customers as well as to potential
customers through various marketing companies. The mailing at issue went to Midco
because Midco is a retail business customer of Qwest's. My investigation reaffirms that

Qwest marketing does not use the competitive information of its wholesale customers.
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BEFORE THE
PUBLIC UTILITIES COMMISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE INVESTIGATION )
NTO QWEST CORPORATION'S )
COMPLIANCE WITH SECTION 271 (C) OF THE )
TELECOMMUNICATIONS ACT OF 1996 }

DOCKET TC01-165

AFFIDAVIT OF LARRY B. BROTHERSON

| declare under penalty of perjury under the laws of the United States of America
that the foregoing is true and correct to the best of my knowledge, information, and
betiaf.

Executed this __ day of April, 2002.

Larry B. Brotherson

STATE QF COLORADO )
)ss.
COUNTY OF )

Subscribed and sworn before me this ___ day of April, 2002.

Notary Public
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| declare under penalty of perjury under the laws of the United States of America

est of my knowledge, information, and
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arry B. otherson

mat the foregoing is true and corrsct to the b

Laliad,
Exgouted this Ffr{\;y of April, 2002.
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subscribed and swormn before me this __ day of April, 2002.
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CONSTRUCT AND ACCESS THE DATA
UPDATE THE DATABASE

EXECUTE THE
PROGRAMS

Harte-Hanks Direct Marketing

Stork Exchange Listing: NYSE:HHS
Location: Headguaners, San Antonio, TX — with more than
A0 offices throughont the United States & 4 worldwide

'd
%,

Harte-Hanks Direct Marketing is 2 worldwide, direct and
interactive services company that provides end-to-end
customer relationship management (CRM) and related
marketing services solutions fora host of consumer and
business-to-business marketers. Harte-Hanks and its CRM
integrated solutions use technology as the enabler to capture,
to analyze and to disseminate customcr and prospect data at
all points of contact. The company's customer-centric models
allow it 1o be the overall solutions provider for driving traffic
to a Web site, call/contact center, or brick-and-mortar
location. With premier specialized offerings -- Web page
Siesxgn to e-care, desktop database capabilities to systems
integration, personalized mail to e-mail, proprietary software
products to application service provider and hosting
solutions -- Harte-Hanks provides practical implementation
of technology and understands the needs of clients and their
customers to deliver best-of-breed solutions. Visit the

Pt
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Harte-Hanks Web site at www.harte-hanks.com or call (800)
456-9748.

In our nationwide facilities, as well as our international
locations, we help organizations attain their goals by
developing, implementing and dzlivering specialized direct
and interactive CRM marketing services.

CRM Solutions

Harte-Hanks provides end-to-end CRM and related solutions
for businesses in both consumer and business-to-business
markets across North America, Europe, South America and
the Pacific Rim. We capture, analyze and disseminate
customer and prospect data at all points of contact. Qur
services help clients generate traffic to web sites, call/contact
centers and retail locations, gaining knowledge about
customers in the process. What continues to separate
Harte-Hanks from other CRM companies is our proven
ability to turn insight into action and provide the tangible
marketing recommendations to drive incremental profits. In
fact, for more than 30 years, Harte-Hanks successfully has
delivered hundreds of marketing database solutions.

Marketing Expertise

What's more we deliver it all: proprietary systems, resources,
locations, expertise, capacity, experience and volume. We
create, produce and mail promotional pieces; we make and
take customer and prospect telemarketing calls; we build
Web sites and create and receive e-mail; and we are one of
the largest and most focused providers in each of these areas.
We offer fulfillment both clectronically and traditionally. We
do more than execute these functions — we own them. Truly,
we are one of the largest providers of direct marketing
services worldwide, we are among the largest mailers with
state-of-the-art targeting and postal preparation expertise,
and we provide full-service dircct and interactive marketing
agency capability.

Harte-Hanks proudly promotes a drug-free work
environment and a diverse workforce, and is an EEQO
employer.

View Jobs for Harte-Hanks Direct Marketing

http://company. monster.cosvharchanis

S0 10:15 AM
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AFFIDAVIT
OF
MARIE E. SCHWARTZ

Section 272

Marie E. Schwartz states a5 follows:

My name is Marie E. Schwartz. My huginess add

Mall, Floor 10, Omaha, Nebraska 68102, tama Chemely

at Qwest Corporation (“the BOC™y and am ragpi

regulatory accounting compliance with Saction

1996 (“the Act).’

I PURPOSE OF AFFIDAVIT

The purpose of my affidavit is to demonstaty that

to satisfy alt of the relevant requiraments of Se

rules, following Qwest Corporation’s racaint of Inragon

Dakota.

My affidavit addresses pach of the raguirsmania i

Carporation’s Section 271 authorization will be caried oot in

1 professional experience, education and siher Bty
Exhibit MES-272-1.
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972. and therefore satisfy the statutory requirement for grant of Section 271 authority. .
| also review the employee training and awareness fforts that the BOC has undedaksn
to ensure that the requirements of Section 272 continue to be followed.

Throughout my affidavit, | refer to several different companies within the Qwast
Corporate family. Four companies, however, are discussed repeatedly: {1} Qwest
Services Corporation ("QSC"), which is the parent corporation o many Cwest
subsidiaries and provides corporate services to the Qwest family of companies: {2}
Qwest Communications Corporation (“QCC"), which is the 272 Affiliate, (3) Qwast
Corporation (“QC"), formerly known as U S WEST Communications, Inc., which is the
BOC, and (4) Qwest Long Distance Inc. ("QLD", formerly named U S WEST Long
Distance, Inc., which was the 272 affiliate under U S WEST before the merger with
Qwest and will be dissolved during fourth quarter 2001. For ease of reference,
throughout the affidavit | may refer to QSC, the parént of QC and QCC. as the "Services
Company’, QCC as the “272 Affiliate” and QC as the "BOC.” Exhibit MES-272-2
illustrates these current relationships.

The BOC has recently received two decisions approving s compliance: %;sf‘ith
Section 272. The Nebraska Commission entered an order on September 12, 2001 that

stated that “Qwest Corporation has satisfied the requirements of 47 U.S.C. Section 272

2 3ee 47 U.S.C. §271(d)3)B) (“The Commission shall not approve the authorization
requested ... unless it finds that — ... the requested autharization will be carried out
in accordance with the requirements of section 272.7).
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of the Telecommunications Act of 1996 as set forth above"”® Also, in the mult-stale
proceedings, a report was issued on September 21. 2001 whith stated that, “The record
demonstrates that Qwest has met each of the separate affiliate requirements
established by section 272 of the Telecommunications Act of 1996°.°
it EXECUTIVE SUMMARY
The specific provisions of Section 272 include;
o Section 272(a), Separate Affiliate Requirement
o Section 272(b), Structural and Transactional Requirements
s Section 272(c), Nondiscrimination Safequards
s Section 272(d), Biennial Audit Requirement
o Section 272(e), Fulfillment of Requests for Telephone Exchange Service
s Section 272(f), Sunset Provisions
o Section 272(g), Joint Marketing

o Section 272(h), Transitiors Provisions

Section 272(a) requires the BOC to provide in-region, interLATA long distance

services through a separate long distance affiliate. The BOC wilt offer such long

3 |n the Matter of U S WEST Communications, Inc.. Denver, Colorado. filing its. notice
of intention to file its Section 271(c) application with the FCC and request forthe
Commission to verify U S WEST compliance with Section 271{¢), Application No. C-
1830, Section 272 Satisfied, | 35. (Entered Sept. 19, 2001). ’

4

~ Report issued by The Liberty Consulting Group, September 21, 2001, General
Terms and Conditions, Section 272 & Track A Report, p. 7.
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distance services, upon Section 271 approval, through its long distance affiliate, Qwest

Communications Corporation ("the 272 Affiliate”).

Section 272(b) requires that the BOC and Section 272 Affiliate operate
independently; maintain separate books, records, and accounts; have their own
directars, officers, and employees; and, conduct all transactions on an arm's length
basis, with all such transactions reduced to writing and available for public inspection.
Moraover, the 272 Affiliate cannot obtain credit that will provide recourse to the assets

of the BOC. The BOC is prepared to satisfy these requirements of the Act.

Section 272(c) prohibits the BOG from discriminating between the 272 Affiliate
and any other entity in the provision or procurement of goods, services. facilities, and
information, or in the establishment of standards. The BOC is prepared to satisfy this

requirement of the Act.

Section 272(d) requires that, once the BOC obtains Section 271 authority, it must
obtain and pay for a joint Eederal/State audit every two years to determine whetherthe
company has complied with the requirements of Section 272 and the regulations
promulgated under Section 272. In particular, the audit will determine whether the
company has complied with the separate accounting requirements of Section 272{b%

The BOC will adhere o this provision of the Act.

Section 272(e) requires the BOC to fulfill requests from unaffiliated entities for

telephone exchange service and exchange access within the same period, under the
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same terms and conditions, and at an amount that is no more than that for which it
provides such services to its 272 Affiliate, or imputes exchange access services to itself
(if the BOC is using the access for the provision of its OWN services). The BOC will

satisfy these requirements of the Act.

section 272(f) contains sunset provisions, which state that the separate affiliate
requirements on manufacturing and long distance will end three years after entry in a
given state unless extended by ECC rule or order. In addition, Section 272(f) preserves
the existing authority of the FCC to prescribe safequards consistent with the public
interest, convenience, and necessity. The BOC will adhere to this section to the extent

required by the FCC.

gection 272(g) permits the BOC to join in the marketing and sale of the 272
Affiliate’s in-region, interLATA service once the 272 Affiliate is authorized to provide in-
region, interLATA services under Section 271(d). The joint marketing of services will be
axempt from the nondiscrimination provisions of Section 272(c). Section 272(g) also
provides that the 272 Affiliate may not market or sell the BOC's telephone exchange

services unless other similar entities are permitted to do the same. The BOC will

adhere to these provisions of the Act.

Finally, Section 272(n) gives the BOC one year to conform 10 the requirements of

Section 272 to the extent that it had already engaged in any interLATA long distance or
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merL ATA information services in February 1996. Because the BOC was not engaged

in any such activities, this transitional period did not apply to the BOC.

1k TRANSITION TO NEW SECTION 272 AFFILIATE

On June 30, 2000, U S WEST, Inc. merged with Qwest Communications
international, Inc. Prior to the merger, U S WEST, Inc. had planned to offer in-region,
interLATA services as a reseller, through U S WEST Long Distance, later named Qwest
Long Distance. Following the merger, Qwest undertook a comprehensive
reorganization that entailed a number of changes to the corporate structure. As part of
that process, in August 2000, Qwest decided to reevaluate its plans regarding how it
would offer long-distance service in-region following its receipt of Section 271 approval,
including the decision about which entity should serve as its Section 272 affiliate.

in January 2001, Qwest Communications International, Inc. decided that the
same entity should offer long-distance service both in-region and out-of-region, and that
ihat entity should offer in-region, interLATA services predominately as a facilities-based
provider, instead of as a reseller. QCC fit this strategy because it was the Qwest long-
digtance operating company nationwide prior to the merger, it had interLATA expertise,
and it owned network facilities. Therefore, in January 2001, a decision was made to
designate QCC as the new 272 Affiliate. On March 26, 2001, after a three-month period
of intense transition activity, QCC became a compliant Section 272 Affiliate.

rrom January through March 2001, the Qwest family of companies worked at

iransitioning QCC to be Section 272 compliant so that it could serve as its new Section
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72 subsidiary as slated above. These activities included such things as realigning
gmployees from the BOC and the 272 Affiliate to the Services Company. The Services
Campany amployees would be providing governance and administrative services to the
family of Qwest companies. Other transition activities included writing contra.cmal
arangements between the BOC and the 272 Affiliate, evaluating transactions,
sowiwing pricing, ensuring posting, training employees about the 272 affiliate rules, and
mealing all other requirements of Section 272 as soon as possible. QCC became
oparational as a 272 Affiliate on March 26, 2001. The BOC now has processes in place

1o roeat all of the requirements of Section 272 for QCC, the 272 Affiliate.

QLD, the previous 272 Affiliate, is no longer operational and will be dissclved
during fourth quarter 2001, Until its dissolution, however, QLD is a subsidiary of QSC
and maintaing the 272 requirements. QLD became a 272 affiliate in 1998, but all
transactions with QLD had bheen identified and posted back to 1996. Therefore, QLD
e been 272 compliant for several years. In fact, the Nebraska Public Utilities

Commission held that QLD was 272 compliant back in 1999.°

LD was compliant with all Section 272 rules throughout the merger transition,
whizh Is discussed below, and wiil continue to be compliant until its dissolution is

gompleted. Therefore, the BOC has had a compliant 272 Affiliate for many years which

See U S WEST Communications, Inc., Application No. C-1830, Nebraska Public
Service Commission, April 9, 1899. Nebraska is the only state that issued an order
segarding QLD's compliance with Section 272.
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T oan B used W examine past behavior of the BOC regarding Section 272 compliance.
2 LD was a3 separate entity from the BOC with separate officers, employees and
& desgtors: all transactions with QLD were documented and posted to an Internet web-

4 gile within the 10 day posting requirement (this web-site is still available at
8 hitpivaew. gwest.com/about/policy/docs/long_distance.html); creditors of QLD had; no
B muourse to BOC assets, and other controls were in place to ensure that all activities
7 and transactions with QLD were conducted in accordance with the Section 272 rules.
&  The processes and controls that were in place for QLD were duplicated, enhanced with
% additional controls, and overlaid onto QCC in order to make QCC 272 compliant as of
o March 26, 2001,

L During the merger transition timeframe from July through December 2000, and

12 the transition from QLD as the designated 272 Affiliate to QCC (the “272 transition”)
3 from January through March 2001, the BOC and QCC experienced delays in identifying
4 and billing transactions. The merger resulted in strategic changes as well as conducting

% major aclivities associated with consolidating operations, eliminating duplicate functions,

i amployse turmover, realignment of responsibilities and other merger related impacts.
% When the merger transition triggered a decision to change the designated 272 Affiliate
W from QLD to QCC, it created additional activities as described above. As a result of the
marger ransition and 272 transition, the identification of affiliate transactions was
€3 hampered, which impacted recording accruals and billing. However, interest charges

£1  hmve been recorded for all instances of delayed billing between the BOC and the 272

$2 Aftliate,
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The merger transition and 272 transition periods were one-time, unprecedented
avents.  Mowever, this brief period of billing and accounting delays is not an indication

#f bpw the BOC will comply with Section 272 now that the controis and processes are in

place and working. In fact, paragraph (h) of Section 272 allowed a one-year transition

sefod for 8 BOC and 272 affiliate to become 272 compliant regarding services
provided, thereby recognizing that 272 compliance takes some period of time to put into
pace,”
L, QWEST CORPORATION, THE BOC, WILL COMPLY WITH THE

REGUIREMENTS OF SECTION 272

A. The BOC Complies with Section 272(a) —- Separate Affiliate Requirement

Saction 272(a) of the Act states that any interLATA long distance service
originating in a state within a BOC's region shall be provided through .an affiliate
snparate from any entity that is subject to Section 251(c). The BOC complies with the
saparate affiliate requirerment of Section 272(a).

The BOC is an incumbent local exchange carrier subject to Section 251(c). The
o0 will not itself provide in-region, interLATA services originating within its 14-state
ragion as fong as the structural separation obligation of Section 272 applies to this
agtivity,

When the BOC receives Section 271 approval from the FCC, interLATA long

distance service originating from within South Dakota will be offered exclusively through

' tamnot advocating that Section 272(h) applies to the transitions discussed above,
hut it is a recognition by Congress that it takes time for a transition to occur.
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s e 277 Affiiate, QCC. The 272 Affiliate, a wholly owned subsidiary of the Services
7 masany, is fully separate from the BOC. In fact, the 272 Affiliate is already one of the

% tep Ben wterLATA providers nationwide despite the fact that, because of the merger

& win 115 WEST, Inc., Qwest Communications International Inc. and its subsidiaries

s spauirad o divest themselves of all in-region, interLATA business.’

Tie Services Company is a wholly owned subsidiary of Qwest Communications
4 itenatioost ing, The BOC owns no stock in the 272 Affiliate; nor does the 272 Affiliate

% own any stock in the BOC. The affidavit of Judith L. Brunsting contains further

sxpdnnation of the structure and organization of the 272 Affiliate.

. The BOC Is Prepared to Comply with Section 272(b) - Structural and
Transactional Requirements

s Seotion 272(b) places five structural and transactional requirements on the

€5 intersctions batween the BOC and 272 Affiliate. These separate affiliate requirements

wicressad in further detail in CC Docket 96-148, the Non-Accounting Safeguards

$5  Osder, and OC Docket 96-150, the Accounting Safeguards Order.®  Specifically,

nacdinn 2724b) requires that the 272 Affiliate:

sep Owest Communications International Inc. and U S WEST, Inc., Applications for
Teanstar of Gontrol of Domestic and International Section 214 and 310

rizations and Applications to Transfer Control of Submarine Cable Landing
«6. Mamorandum Opinion and Order, CC Docket No. 99-272, FCC 00-231, 15

fred 11900 (rel. June 26, 2000) ("Divestiture Order").

ae irnplamentation of the Non-Accounting Safeguards of Sections 271 and 272 of
- ammunications Act of 1934, as amended, First Report and Order and Further
of Proposed Rulemaking, CC Docket No. 96-149, FCC 96-489, 11 FCC Red
frat. Dac. 24, 1996) (subsequent history omitted) (“Non-Accounting
suarnds Order”); implementation of the Telecommunications Act of 1896:
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% 1) operate independently from the BOC;

2} maintain books, records, and accounts in the manner
preseribed by the FCC that shall be separate from the
beoks, records, and accounts maintained by the BOC,

4y have separate officers, directors, and employees from
the BOC,

4y not obtain credit under any arrangement that would
permit a creditor, upon default, to have recourse to
the assets of the BOC: and,
5y conduct all transactions with the BOC on an arm’s
length basis, with all such transactions reduced to
writing and available for public inspection.
The BOC and the 272 Affiliate have processes in place to satisfy these

isiang of Section 272(b) as discussed below.

_ Bactiun 2T2{0)(1) - Operate Independently
o 272(b)(ty provides that the BOC and 272 Affiliate shall operate
y. The BOC and the 272 Affiliate currently operate independently and in

e with the reguirements of the Non-Accounting Safeguards Order, and will

somphiance for as long as this requirement is in effect. The BOC and the 272
o not and wilt not jointly own telecommunications switching or transmission
. or the land or buildings where those facilities are located for so long as such a

ppphies under the rules.

g Bafeguards Under the Telecommunications Act of 1996, Accounting:
Uinder the Telecommunication Act, Errata, CC Docket No. 96-150; DA-
£00 Red 2993 (rel, Feb. 19, 1996) ("Accounting Safeguards Order").
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there o joint ownership of network facilities, but no switching and
o8 have been transferred from the BOC to the 272 Affiliate.

& is monitoring asset transfers on an ongoing, guarterly basis to

s with Bection 272(b)(1).

By

s requiternents include additional rules associated with the

7 sseation, installation and maintenance ("O1&M") functions. Neither the

¢ sar Crwest affiliate performs any Cl&M functions associated with the 272
2 mingy andd ransmission facilities.  Similarly, the 272 Affiliate does not

- fmetiong associated with the BOC facilities. To ensure Qwest continues

syirarmpnt, the Services Company conducted extensive one-on-one

drpataly fifly Network department leaders.

5 2T2{b)2) - Separate Books, Records, and Accounts

HN2) requires that the BOC maintain separate books, records, and

the 272 Atfiliate in the manner prescribed by the FCC. The BOC and the

parale legal entities and as such the accounting records of the two

1 spmmingled,

S0 and the 272 Affiliate maintain separate Charts of Accounts. The BOC
inis which is based on the FCC's Uniform System of Accounts for
ang Companies (“USOA"), Is attached as Confidential Exhibit MES-

Judith Brunsting's affidavit for a copy of the 272 Affiliate’'s Chart of
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i BOC s and the 272 Affiliate’s general ledgers are completely separate; they
& o pommtaned following the merger. The BOC continues to use the same
% ¢ software that it used before the merger. The system is located in
4 actts,  Thie 272 Affiliate also continues to use its pre-merger accounting
£ generat tedger, which is located in Arlington, Virginia. In addition, the
E the two companies are separate. Thus, the 272 Affiliate and the
¥ ave accounting software maintained in separate locations.

st controly are in place to ensure separation between BOC employees and

- gmployees, and to make sure that employees of each entity cannot obtain

5% o the gther's information systems, Specifically, each employee of the Qwest

wiy of gompanies is reguired to be assigned a unique User ID. Once a User {Dis
4, the amployee submits a request form, signed by his or her supervisor, for
wy tha systam control group before access is granted to any specific financial
w1 the emplovee has a job requiring access to specific systems, the coentrol

vables the employee's User ID to access the particular data sets or applications

ar adits are entity-specific, requiring that, when accessed, a system

data only if the correct combinations of User 1D, entity code, and accountand

ity code are entered. Additional system edits are designed to provide

ntrols based on the information and reporting needs of the entity;

i ‘:rl

 fields that are valid and have meaning for one entity may not be valid for
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st of systam  security, controls and procedures ensures

ing sach company to have its own books, keep its own records,

e

5 myn Dhart of Accounts. At the same time, processing on common

il systems permits consolidated reporting at the Qwest

itarnations? Ing, level as required for Federal and State tax and

nanga Commission ("SEC”) purposes and is an acceptable practice

diowes Generally Accepted Accounting Principles ("GAAP"), including

i

iy, to properly record expenses in the period incurred. The audit
s etprral guditors, Arthur Andersen, confirms that the BOC follows
iy swtarial respects.  See Exhibit MES-272-4, the Report of Independent

sty filed with the Qwaest Corporation Annual Report 10K for year 2000

55 foliows regulatory accounting rules-as required by the FCC. The BOC's

45 and accounts are maintained in accordance with USOA, Part 32.27,
¥, Adlazation of Costs. In the past, the FCC's Part 64 and CAM audits
raporied a finding that the BOC was not following GAAP. Biennial frepgﬁrts
iy via the FCC's Automated Reporting Management Informationvs-y‘fstém
med zwre accompanied by the report of independent accountants, Arthur

_Lb P, "Arthur Andersen”), which also has found no material departures from

i Standard Procedures for Biennial Audits Required Under Section 272
tions Act of 1934, As Amended, As of December 16, 1998.
af Audit Procedures”) at Objective I, Procedure 1.
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At Public Accourtants that was filed with the FC’C»

ehed s BExhibit MES-272-5,

rgp QCC affiliste transactions in 2000 due to the

ik geerus 51 5M of receivables from QCC for 2000. No

a5 1 Q00 in 2000 as they had not yet been identified.
tioys, the BOC hired Arthur Andersen (AA) as

¢ Gy work under the direction of BOC management’ to

war 140 mterdiews.  These interviews identified transactions

- Affiliate back to the merger date, and the transactions
iy intarest in 2001,

3

SR

i 1, Brunsting describas the accounting practices of the 272

wig, and ather evidence that establishes that the 272

sret pocounty dre separate from those of the BOC.

swimw of the Accounting Requirements and ARMIS Reporting
it Local Exchange Carriers: Phase |, Report and Order,

78, 15 FCC Red 8690 (rel, Mar. 8, 2000), the: FCC

ghrosing an attast examination or financial audit every

vaar pariod, The rules became effective

sd, Reg. 58661 (2000). Thus, the audit

3 will be combined with 2001 and the report will-be

wiuens, but simply acted as additional professional
it identifying transactions between the BOC and the 272
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i mgiiain books, records, and accounts that are

Alt somply with Part 32, Part 64, and the Accounting

et

aquiraments are in effect.

- Separate Olcars, Directors, and Employees

% it the BOC and the 272 Affiliate have separate

s

The 272 Affiliate’s officers, directors or employees

goy of the BOC, nor ig any BOC officer, director, or

ator, or amployes of the 272 Affiliate. As long as this

siies, no officer, director, or employee of the BOC will

seior, or employee of the 272 Affiliate.  See Exhibit

o e BOU and Judith L. Brunsting's affidavit for the officer
ous Section 271 orders support the view that having

ot o a common parent does not violate Section

J Affisls’s empioyees are paid from separate payrolls. |

o of the BOC and the 272 Affiliate payroll registers

E by ihe payroll organization, to ensure no employee appears

194987 ("BellSouth Louisiana 1l Order"),
rsuant o Section 271 of the Communications

£ Docket No, 97-137, FCC 97-298, 12 FGC
1y {"Ameritach Michigan Order").



Docket No. TC 01-

Qwest Corporation

Affidavit of Mane E, Schwartz
Section 272

Page 17, October 24, 2001

BOC and the 272 Affiliate officer lists, and a

: st for Section 272(b)3) compliance.

ation o another, or from one company to another,
st gosmpanies apply for jobs through a process that is
soms. i oeder for an employee to transfer from one

s feriisl B terminated and re-hired.  Prior to resignation,

Eorgture any asasts such as pagers, cell phones, etc, and

&

- gepordance with the hiring company's practices.

s st prahibit amployeas transferring between the BOC and the 272

i thy Mon-Accounting Safeguards Order, Section 272(b)(3)
reing as an smployee of both companies.”*

 rangler, numerous controls are in place to help ensure
Esrmation sharing takes place between the BOC and the 272
11 the Code of Conduct, which prohibits the sharing of

Craast's policy to physically separate the BOC and the 272

te: Maw Yok for Authorization Under Section 271 of the
svide in-ragion, interl, ATA Service in the State of New
i Qirde -(’*‘Ci Docket No, 99-295, FCC 99-404, 15
22, 1999) ("Bell Atlantic New York Qrder");
ﬁ,:na 3% Sotthwestern Bell Telephone Company,
‘ amf;srw bﬁrvmes Inc. d/b/a/Suuthwestem ong
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Affiliate employees; (3) the extensive efforts undertaken to educate employess on
Section 272's requirements; and (4) the color-caded dots on company badges and
office nameplates that indicate for which company an employee works. Any disregard
for these company policies can result in disciplinary action up to and including employee
dismissal. |
BOC employees who provide services to the 272 Affiliate, and vice versa. do nat
violate Section 272(b)(3). The FCC specifically allows the provision of services
between the affiliates. '° The BOC employees who provide services to the 272 Affiliate
do so under contract. These transactions under contract are conducted at “arm's
length,” reduced to writing, and available for public inspection consistent with Section
272(b)}(5). The Master Services Agreement (“MSA") constitutes the general agreemant

for services provided by the BOC 1o the 272 Affiliate. The MSA requires the BOC to

» perform its obligations as an independent contractor and not as an agent or employse

of the 272 Affiliate. See Article 6 of the MSA, which is included as Exhibit MES.272.7.
The MSA is available on Qwest's Web-site as required by the Accounting Safequards

Order. '

See Non-Accounting Safeguards Order, §179 (‘"We also decline to imposea
prohibition on the sharing of services other than operating, installatior, and
maintenance services, on policy grounds. We find that, if we were to prohibit the:
sharing of services, other than those restricted pursuant to section 272(b)(1). a -
BOC and a section 272 affiliate would be unable to achieve the economies of scale
and scope inherent in offering an array of services.”).

% See http:/ww.qwest.com/about/policy/docsiqec/MSA_gee.htmi.
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4, Section 272(b)(4) - No Recourse to the BOC’s Assels

Section 272(b)(4) prohibits the 272 Affiliate from oblaining credit undsr gy

arrangement that would permit a creditor, upon default. to have recourse fo Bi

assets. The BOC employs three mechanisms to comply with this reguiremsat.

the BOC is capitalized separately from other Qwest affiliates.

Second, the BOC issues its own direct financial obligatons,

commercial paper, notes, and bonds, to fund its operations. The BOG's camn

paper and long-term debt are rated separately from the other financial abligs

Qwest Communications International Inc. by the rating agencies, further avidens

separation between the BOC's funding and that of the rest of Qwast Communicatinng

international Inc.'s operations. Funding for all Qwest entities other than the BOC,

including the 272 Affiliate, is provided by financial obligations issued tiy Qwest ©

Funding, Inc. ("QCFI"), a separate subsidiary of Qwest Communications Intemationat
Inc., which guarantees the debt issued by QCFi. Neither the debt obligations issued by

QCF! nor the guarantee by Qwest Communications International inc. provides

recourse to the assets of the BOC. The BOC does not obtain financing frarm QUEL

Third, neither Qwest Communications International ing. nor the BOC bay

signed a contract or any other instrument that would allow the 272 Afiiliate to 55

credit in a manner that grants the creditor recourse to the BOC's assetls in the sventof &

default by the 272 Affiliate. The BOC will continue to satigly this Sechon

requirement for as long as it applies.
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5. Section 272(b){§) - Transactions at Arm’s Length, in Writing and
Availabie

Section 272(b)(5) requires that all transactions between the BOL

Affiliate be conducted at arm's length, reduced to wrting, and av

inspection. All services provided by the BOC to the 272 Affiliate arg &

services or services provided under separate contract. Tarilfed serdices

been a matter of public record. Contracted services betwesn the B

Affiliate have been identified and priced according to FLCC niles.

initially identified through the company's affiliate transaction processes

processes were supplemented during the transition from QLD te the 272

engaging Arthur Andersen as loaned staff. Arthur Andersen met with key et

and conducted over 140 interviews to ensure that gll trangactions had been ey

as | mentioned earlier in my affidavit.

Processes have been established for the 272 Affiliate lo purchase ng

products, services, facilities and information under contract. Such rassa

documented in the form of MSAs and work orders. The MS&, attached az &

272-7, contains the general articles governing the way the BOG and the 272 4

conduct business when the BOC provides services to the 272 Affillate. Werk ardurs

the mechanisms used to document the specific transactions grovided unger @

¥
i

contracts and contain details regarding each service provided.

Similarly, the Services Agreement ("SA") coritains the ganeral articls

the way in which the 272 Affiliate provides services to the BOC. Task orders ¢

mechanisms used to document the specific transactions provided undar theges




[®3]

i

and contain detailed information. Business unit affiliate manager

administration and billing of services contained in these wor arders

All agreements are subject to FCC Part 32.27 Affiliate Transactian rules.

'Additionally, the BOC established a Compliance Oversight Team (o s

services between the BOC and the 272 Affiliate. This team, of whigh §

made up of regulatory accounting. fegal and public policy gxpents.

Oversight Team reviews newly requested services o ansurg compliance v

272(b)(5) and the nondiscrimination safeguards included in Section 27

of the Compliance Oversight Team, which describes its responsibilities, & ing

Exhibit MES-272-8. QCC is not a member of, and is not reps
Compliance Oversight Tearm.

The BOG posts its Section 272 transactions on the fritamnat ©

being executed by both parties, in accordance with the rules of S
the Accounting Safeguards Order. Exhibit MES-272-8 intlutles & sam
contents of that site.

The transactions posted consist of agreements, work orders, ang &

which collectively contain all of the information required by FUEG orders, ing

description of the rates, terms, and conditions of all ransactions, as wel 3% e

frequency of recurring transactions and the approximate date of complated iy

For asset transfers, the agreements contain the appropriate quantity and, i fel

quality of the transferred assets. For affiliate trangactions involang servie

7 See http://www.gwest.com/about/policy/docs/qecioverview html.
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agreements contain “the number and type of personnel assigned to the projact, the lavs:

of expertise of such personnel, any special equipment used to provide the service. and

272 Affiliate have two agreements, fifteen work orders, and two task orders executed o
document the arm's length relationship. All existing work orders and task orders are
available for public inspection and posted on the Web site, as required. Cuomplate
descriptions of past transactions are also posted on the Web site.

Any third party can view the transactions, evaluate the rates, terms and
conditions of the offering, and has the option to obtain the same goods or servicas from
the BOC. In addition to contracts, the section labeled “tariff rated services” provides a
description of the services that the 272 Affiliate purchases out of the BOC's tariffs. This
section also contains a hyperlink to another Web-site where the tariffs themselvas can
be found.

In addition, posted in the section labeled “Terminated Transactions” is a
reference to prior-year or expired transactions. Terminated contracts will remain listed
int this section under the link labeled “Expired Agreements” for one year after the date of
termination,

The BOC keeps non-public detailed billing information between the BOC and the
272 Affiliate available for viewing at its principal place of business. Thig billing
information is back-up detail calculating the predetermined rates with the basis for

pricing, i.e., hours, headcount, level of employee expertise providing the service. &tc.

T

Bell Atlantic New York Order, 1 413.
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and the actual volume of service used during the billing period. This detaited billing
information is available for both current and expired transactions and may be viewsd
under confidential agreement.

It is important to note that the BOC has taken a conservative apprsach
coricarning transactions with the 272 Affiliate. Although QCC was not identified as the
Section 272 affiliate of the future until January 2001, and was not operational as & 272
Affiliate until March 26, 2001, the BOC has identified and posted any fransactions
identified with QCC back to the Qwest-U S WEST merger date of June 30, 2000. This
process took considerable effort, but was accomplished in less than three months, fram
January to March, 2001, under Ms. Brunsting's leadership and with the assistance of
loaned staff from Arthur Andersen. All such transactions were identified by March 28,
2001, and the Web-page posting the QCC/BOC transactions was turned up that same
day, These postings shouid eliminate any concerns regarding the types of services
being provided between the BOC and QCC before QCC became the 272 Affiliate in
March 2001. Postings for transactions with QLD, the previous 272 Affiliate, began in
1986 and have continued without disruption. Thié is further evidence of the BOC s
commitment to Section 272 compliance.

The FCC evaluates the sufficiency of a BOC’s Internet disclosures by referning to
its ARMIS filings, Cost Accounting Manual ("CAM"), and its CAM Audit workpapars
The BOC performed these reconciliations for QLD for the year ended Decembar 31,

2000, to ensure that they agreed. Reconciliations to ARMIS will be performad on an

9 Bell Atlantic New York Order, §] 411; SBC Texas Order, 1 403. .
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annual basis for the 272 Affiliate. In addition, the FCC notes that postings will underge

“a thorough and systematic review in the section 272(d) biennial audit, which will ensurs

that any failure{s] to post sufficient detail are identified in time for appropriate remedial
action." %

Paper copies of Section 272 transactions are accompanied by an officer aft

stating that the BOC complies with the Section 272(b)(5) requirement 1o post ang ¢
public all transactions between the 272 Affiliate and the BOC. as required in he
Accounting Safeguards Order. In March 2001, the BOC erronecusly had an offer
certification signed by a financial officer of QSC because the BOC had no contrsiler
appointed; that document was subsequently replaced by a new cerlification signed by
the BOC's controller, Mark Schumacher, in May 2001, This new officer cartification i
attached as Exhibit MES-272-10.

In addition, the BOC has undertaken a monthly reconciliation process wharsby i
compares the billing between itself and QCC each month lo the work orders and sk

orders posted on the Internet. This ensures that the actual billing that s sccwr

matches the Internet postings. No discrepancies have occurred since the initial billing
month of March 2001, when the BOC found and corrected sevaral posting

discrepancies. Exhibit MES-272-11 shows the raconciliation results by manth,

0 gBC Texas Order, § 405; see also Bell Atlantic New York Order, § 412: s8¢ #iso

Joint Application by SBC Communications Int.. Soulhwestern Beil T@in;}’%ﬁﬁiz
Company, and Southwestern Bell Communications Services, Inc. :

Southwestern Bell Long Distance for Provision of in-Region InterlA
Kansas and Oklahoma, Memorandum Opinion and Qrder, CC i’i%& y

FCC 01-29, 16 FCC Red 6237, ] 260 (rel. January 22, 2001} 'S
Oklahoma Order”).
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To meet the “arm’s length” requirement, the 2

tariffed services in the same manner as other ines

orders will be processed by an IXC Salas E;
nondiscriminatory manner. For example, the 272 Aft

Executive on its Sales Executive Tear & ablgn 3

ensure that all IXCs have egual access 1o the BO

inforrnation. The BOC's Sales Exacutive (e

be providing the requested service.

tn summary, the BOC and the 272 Atlliate ha

provisions of Section 272{b}. They opearale indapand

Accounting Safeguards Qrder, mainiain separsie hooks

available and posted on the Intemst

compliance with FCC rules as described in 5

Safeguards Order. Thus, the BOC amgd e 272

requirement for “internal control mecharisms ¢

as detect and correct, any noncompiianoe w:

21 Rell Atlantic New York Order, §f 40%5; SR 1
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C. The BOC Has Processes in Place to Satisly
Nondiscrimination Safeguards

Segtion

Section 272(c) requires the BOC to treat the 272 AH

treats other IXCs. Section 272(c)(1} prohibits the BGC Is

272 Affiliate and any other IXC in the provision of procurarment of

facilities, and information, or in the establishmant of glandarnds.

The BOC is committed to providing its servicas fo aft of g IX

including the 272 Affiliate, on a nondiscriminatary basis. The BOG re

Affiliate to contact its IXC Sales Executive Team rapresantative 1o ob
same manner as other IXCs. Standard offerings provided 16 the
extended to unaffiliated I1XCs under the same terms and cofdd
rates. Non-standard services and services that have not pravi

outside the corporate family undergo a revigw by the Complianae Overg:
assess the BOC's nondiscrimination obligation contarming ihe regquasie
willingness to offer the service to the 272 Affiliate on & nondiscrim
rigorous review is depictad in the flowchart attached ag Exdubt ME
ensures that the BOC satisfies the requiremarnt o prowde sensees o th
on a nondiscriminatory basis as required under Seclion &7 2{:
ensures that all services provided to the 272 Affiliate gre subimitie
order can be written and priced accordingly, fulfiiling the reguirsmant un
272(b)(5).

The 272 Affiliate does not currently have access o the 8OO s O

Systems ("0OSS8"). These systems are used lo support ooat il &
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ordering and pre-ardering interfaces, repair and mamtandads,

exchange services, and are available only to Compstitivg L

(“CLECs"). If the 272 Affiliate were to obtain CLEC $tatus at ¢

the BOC would require it to access O8S interfaces in the same

CLECs. This would be in keeping with the BOC's currsnt prastice, wb

%

272 Affiliate to access services through its IXT Sales Exatulive Team

Each non-tariffed service available to the 272 Athliate is redus

in a stand-alone contract, or in a work order associated with the

earlier in my affidavit. With the exception of jvint matkeling-refatad «

not be subject to a nondiscrimination requirement, Hese seriges wi

available to unaffiliated entities under the same terrs asd condi

rates. All future transactions betwesn the BOC and e 272 &

reduced to writing and made available on the intsmet.

The BOC and the 272 Affiliate also purchase gur

company, the Services Company, which provides servicas fo the

companies. See Exhibit MES-272-13 for a current list of shy

the BOC. These services satisfy the FCC's requirgmanty by be

the appropriate non-structural safeguards. =

Section 272(c)(2) requires the BOC to account for al

Affiliate in accordance with accounting prindiples desigraied ar &

The BOC satisfies this requirement for transactions with the 274

22 SBC Texas Order, § 408; SBC Kansas Oklahoma Order, §251,
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compliance rendered by Arthur Andersen as paet of thst Suhd «

The BOC follows the FCC's affiliate transacliong rules. a3

Accounting Safeguards Order, and applies the aporoprale

transactions with the 272 Affiliate. Those valuslions are Boged

Prevailing Company Price, Fully Distributed Cost or Fair M

The BOC files reports publicly via the FCL's Automgted

Information System ("ARMIS®) each year. The audd opinion

Arthur Andersen, which is filed with the ARMIS Raport 43-03

Cost Report), certifies that the BOC complies with GAAP and ag

rules (See Exhibit MES-272-5). While this gudit, knowrn g8 the Jo

not focus specifically on the relationship between the BOC and the 172 A8

sample base of affiliate transactions includes 8 review of ganeryl &g

services that are provided betweer the two companigs.

concludes, based on the sample, that the BOC vonplisy w

rules in all material respects. As | indicated sarbar s b

considered historical results of the Joint Cost Audd o seder B

compliance in Section 271 applications, *

£
ekt
e
L

accounting information nor the audits conductad By i

any material discrepancies with the BOC's corposate aeanun

transactions in the last three reports.

23 Bell Atlantic New York Order, 4 411; SBC 7
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Additionally, the BOC flss an

Securities and Exchange Commission sach

opinion stating that the BOCs fin

GAAP (See Exhibit MES-272-4% Tha

These filings and the Joint Cost sudit o

transactions in accordancs with th

In summary, the BOC is prepared 1o

Affiliate must obtain seraces ks am

priced, and posted adccording 1o e

Therefore, the BOC has imple

satisfy the requirernents of Section 270

D. The BOC Will Satiafy Section 2

Section 272(d) requires that, once

must obtain and pay for & juint Fadara

auditor must determing whather he o

Section 272 and the regulations promu

is designed to determine whathge the oo

accounting requirements of Secting 2

requirement by selecting a type of auw

‘agreed-upon-procedures” sudil. &

jera

2 SBC Texas Order. 9§ 410.
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determine the scope of each audit. The bienmial sudit 1§ redg

Cost audit. The Draft Biennial Audit procedures are attached ¢

These procedures will serve as a templale of slaring poin

biennial audit oversight team and the independent audidar.

The FCC has established that the first biennial syt
after the BOC receives its first Section 271 approva
independent auditor to conduct the biennial audit acsord
agreed upon by the Federal/State biennial audd over
cooperate to the fullest extent possible int providing any dats ne
auditor in accompiishing its objective. The results of thass au

FCC and state reguiatory commissions a5 requirad.

The auditor will have access to the Hpancisl actounty angd

and the 272 Affiliate, as necessary, to verily that all va

them are appropriate under the specific requiremants of 5i

have access to the working papers and supporling m

performs the audit with appropriate protection fur progristany ol
The biennial audit acts as an additicnal cuntesl to sng
the requirements in Section 272. The FCC has plated 14

biennial audit in consideration of Section 271 agplications, ©

% Accounting Safeguards Order, § 203.

% Bell Atlantic New Yark Order, ¥ 412; SBC Texas Osdar, %
Oklahoma Qrder, § 260.
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Specifically,

s Section 272(e)1) provides for mondigons
provision of telephone exchange
exchange access for unaffiliated entities:

Section 272(e)(2) prohibits the BOC fram
any facilities, services, or information congermn
provision of exchange access to the 2
unless such facilities, services, or information
made available ic other providers of
services under the same lerms and conditions;

= Section 272(e)(3) requires the BOC to charg
Affiliate, or impute to itself, rates for

less than the amount that wo hie
unaffiliated IXC for such service. antd

= Section 272(e)(4) allows the BOC o pra
interLATA or intralLATA facilities or seri
Affiliate only if such services or lacilities are
available to all carriers at the same rate ardd under ths
same terms and conditions.

The BOC does not and will not discriminate in favor of he

provision of telephone exchange service or exchange access. Lipon of

271 approval, the 272 Affiliate will obtain such services fram e 8OO un

tariffed terms and conditions as are availabie to unaffiliated IXCs, The

contact its Sales Executive Team representative at the BOU & obtamn 58

L

the same procedures that are available to other IXCs. The BOC s sales rap

wiill process orders in a nondiscriminatory manner. While Secticn
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BOC will actually bill the 272 Affiliate, and the 272 Affiliate will be required W pay for

access charges under the same rates, terms and conditions that any other X s wEL

be charged. Therefore, there is no unfair advantage.

F. The BOC Is Prepared to Comply with Section 272(qg) - Joint Marketing

Section 272(g)(1) prohibits the 272 Affiliate from marketing or seling teiaphons

exchange services of the BOC except under the same conditions as are availa

other similarly situated entities. If the 272 Affiliate markets the BOC's telephone
exchange services, the BOC will permit other entities offering services that are the
same as or similar to the 272 Affiliate's services (including infarmation sanices) o

market and sell its telephone exchange services.

Section 272(g)(2) prohibits the BOC from marketing or seling in

interLATA services pravided by the 272 Affiliate within a state until the 272 AHila
authorized to provide in-region interlLATA services in that state. However, onge the
BOC obtains Section 271 approval, the BOC and the 272 Affiliate may jointly markst
services without regard to the nondiscrimination provisions of Section 272(c)

In compliance with the statute and with the terms of the divestiture plan ug
approved by the FCC on June 26, 2000, the BOC does not currently markat or sell in-
region, interLATA services, and will not do so until the 272 Afifiliate is authonzed
provide such services under Section 271. When permitted, the BOC and the 272
Affiliate will market and sell in-region, interLATA services pursuant to arm's langth
agreements, reduced to writing, available for pubiic inspection. and accountad for in

accordance with the then-effective rules of the FCC.
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The BOC understands the requirements of Section 272(

these provisions. The BOC also understands that the jeint marke

apply to product design, planning, or development. Therefore, i

services to the 272 affiliate, it will be prepared o offer thoge same se

entities as well. Currently these services are provided & the 2

Services Company and therefore are not subject te Saction 2V3 regul

V. THE BOC HAS UNDERTAKEN EDUCATION AND TRAINING EFFORTS
ENSURE COMPLIANCE

fn 1998, the BOC began implementing an education pian spec

increasing employee awareness and understanding of Seclion 272 rae

this education effort is ongoing. The BOC has instituled progass cha

it conducts business subject to the provisions of Section 272, The BOC

continued to inform and educate employees about those procass chan

the Act and related FCC Orders.

Employees in the Qwest family of companies are ragquired o usdar

corporate Code of Conduct training and to certify tm}sr urdeestanding of and con
with company policies including regulatory requirernents.  This annua |

training includes coverage on affiliate transactions as well a3 athar

concerning appropriate employee behavior to gnsure Section

Exhibit MES-272-15.

Annual Code of Conduct training was supplemented with 4po

requirements and delivered to the BOC, the 272 Affiliate, and 8
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management employees via email with a link to the company'§ intarnal
attached as Exhibit MES-272-16. This training emphasizes the Section 27

and nondiscrimination requirements and provides an email maiie

‘Section 272 related questions called ask272@qwest.corr:,

The BOC also conducts targeted training to emplovess who gandu

with the 272 Affiliate, specifically the Sales Executive Team riprassnial

Exhibit MES-272-17. This training reinforces the pracess the &

through to order service from the BOC as detailed satliar iti iy &

To ensure Qwest continues to meet the QI&M reguiramenis, the 5S¢

Company conducted extensive one-on-one training with over ity Na

leadears,

BOC employees must treat the 272 Affiliate fike any other IXC.

employee awareness and facilitate nondiscrimination, ihe BOC et

Affiliate employees have been physically separated. This sepuration was

by using separate buildings, separate floors, or flsors with rastrictsd gacess.

addition, the Services Company has deployed a color cuding scharme sGek thal B

272 Affiliate, and Services Company employees display diffeesnt coltrs o

badges and office name plates to indicate tha company they woik for,

my badge and nameplate distinguishes me as a BOC employse.

Qwest Communications International inc. atso offers a Corpe

Advice line for reporting all compliance issues, nciuding any susis

Section 272. The hotline number is 1-800-333-8538. Arvy arp!
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number for answers to corporate compliance questions of (& ripat 5Us)

violations.

For employees involved in processing affiliate transactinns, e Llal

Affiliate Transactions (“MAT") training manual includes Saction 272

instructions. The MAT is attached as Confidential Exhibit MES

Company, the BOC, and the 272 Affiliate cortinue & hold ongeon-

as needed to focus specifically on the compliance requiramants fig

and the Accounting Safeguards Order.

The BOC will continue to ensure that once Sectios 271 &

business with the 272 Affiliate will be conducted in complianse wih 5

V. SUMMARY AND CONCLUSION

My affidavit has shown that past and present 277 samp

that the BOC is prepared to carry out the requiramersis of Saction

with QLD and present practices with QCC, as deserbad in

that the BOC's relationship with the 272 Affiliate will be congistent
requirements. The BOC has satisfied the FCC's test for Seclion 272

by providing sufficient evidence that it is prepared 10 conduct b

rutes of Section 272.

The BOC understands its obligations under Ssction 272, 7

demanstrated that the BOC has established sufficient contraols §
specific requirement of Section 272 upon approvat for ths

ariginating interLATA services in South Dakata.



Being first duly sworn upon oath, | declare under penally of peruty under the

{aws of the United States of America that the foregoing is true and correct to the Sest et

my knowledge, information, and belief.

Executed on this 16 day of _October , 2001.

Marie E. Schwartz

STATE OF NEBRASKA
COUNTY OF DOUGLAS

Subscribed and sworn to before me this __L Q_‘_ day of Gt Aid, s QOO

it

Notary Public
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QUALIFICATIONS OF MARIE E. SCHWARTZ

Marie E. Schwartz is a director in FCC Regulatory Accountitig at Qwast

Corporation (‘the BOC") and is responsible for ensuring Qwest Corporat

regulatory accounting compliance with Section 272 of the Telecommurications

Act of 1996 ("the Act).

Ms. Schwartz holds a Bachelors Degree in Business Adminigtration from
the University of Nebraska at Omaha as well as a Cerlified Management

Accountant certificate from the Institute of Management Accourntanis.

Ms. Schwartz has over 13 years experience in the lelecommunicatians
and high tech industries, concentrating in regulatory compliance, finance, and

accounting. Ms. Schwartz began her career with U § WEST Communical

wong,

Inc., now Qwest Corporation, in 1989 in the Tax Department. In 1980, amt

began working in FCC Regulatory Accounting with responsibilities in Patt 64 «

allocation and Part 32.27 affiliate transactions compiiance for six

chaired an industry task group representing those areas. From 3

Schwartz gained further accounting and finance experience it the high taah




industry in California. As. Schwarlz resusied har darser al

Communications, Inc., now Qwest Corpération, in 1988,

Ms. Schwartz has filed testimony on the subject of S

Colorado, Idaho, lowa, Montana, Nebraska, New Mexice. MNerh Daks

Utah, Washington and Wyoming. She has participated i works

Colorado, and Washington, as well as the multi-state wor

Montana, New Mexico, North Dakota, Utah and Wyoming ¢

Nebraska.
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UNITED STATES SECURITIES AND EXCHANGE COMMIZ
24543

wWwashington, D.C.

FORM 10-K

(X} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15id) oOF TH
SECURITIES =XCHANGE ACT OF 1934

sl

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2930
OR

{ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NO. 1-304C
QWEST CORPORATION

{formerly known as U § WEST Communications. Inc.)

A COLORADO CORPORATION
{State or other jurisdiction
of incorporation or organization)

1801 CALIFORNIA STREET, DENVER, COLORADD R0202
TELEPHOME NUMBER (303} 982-1300

Securities registered pursuant to Section 12(h} of the act:

NAME DF EACH EXCHANGE ON
TITLE OF EACH CLASS WHICH REGISTERED
5.625% Notes Due 2008 ¥ew York Stock Exchange

Securities registered pursuant to Section 1l2(g) of the Act:
NONE

THE REGISTRANT, A WHOLLY-OWNED SUBSIDIARY OF QWEST COMMUNICATIONS
INTERNATIONAL INC., MEETS THE CONDITIONS SET FORTH IN GENERAL INSTRUCTION 1il}
fa] AND {b) OF FORM 10-K AND IS THEREFORE FILING THIS FORM WITH REDUCED
8ISCLOSURE FORMAT PURSUANT TO GENERAL INSTRUCTION I(2).

INDICATE BY CHECK MARK WHETHER THE REGISTRANT (1) HAS FILED ALL REPCRTS
REQUIRED TO BE FILED BY SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 DURING THE PRECEDING 12 MONTHS {OR FOR SUCH SHORTER PERIOD THAT THE
REGISTRANT WAS REQUIRED TO FILE SUCH REPORTS), AND (2} HAS BEEN SUBJECT TO SUCH
FILING REQUIREMENTS FOR THE PAST 90 DAYS. Yes (¥] WNo [ ]

indicate by check mark if disclosure of delinguent filers pursuant to I
405 of Regulation $-K is not contained herein, and will not be contained, to

Copyright 2001 EDGAR Ouline, Inc. (ver 1-0172.003) T fage !




t's knowledge in definitive proxy or informatiocn
erence in Part I[II of the Form 10-¥ or any amendmen

“#4¢ Hpt applicable 1n that registrant 1s a wholly-owned subsidiary.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

T ast (orporation:

Wi wawve audived the accompanying consolidated balance sheets of Qwest

=
wainn (8 Colorado corporacion) and subsidiaries as of December 31, 2000

and she related consolidated statements of operations, stockholder's
angd cash flows for each of the three years in the period ended December

-
These consolidated financial statements are the responsibilicy of the
mgnagement . Our responsibilicy is to express an opinion on these

fimancial scacements based on our audits.

g gur audits in accordance with auditing standards generally
thie tUnited States. Those standards require that we plan and perform
- tn obtain reasonable assurance about whether the financial statements
¥ material misstatement, An audit includes examining, on a test basis,

LppoTT ity Che amounts and disclosures in the financial statements. An
includes assessing the accounting principles used and significant
made by management, as well as evaluating the overall financial

r, preszentation, We balieve that our audits provide a reasonable basis
apinion.

 aay apinion, the financial statements referred to above present fairly,
mararial respects, the financial position of Qwest Corporation and

arias as of December 131, 2000 and 19%9, and the results of their

ong, changes in stockholder's equity and their cash flows for each of the
ars in che period ended December 31, 2000, in conformity with accounting

/s/ ARTHUR ANDERSEN LLP

Cmlorado,
4. 2601

wit 2001 LOGAR Ouime, {nc. (ver 1.01/2.003)

Page 2
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ARTHLURANDERSEN

REPORT QF INDEPENDENT PUBLIC ACCOUNTANTS

to Ul § WEST Comununications, Ine.

We beve sudited. in accordance with suditing standerds generslly accepted in the United States, the balance
sheer 6f U § WEST Communications, Inc. (the “Company™) st December 31, 1999, and the related statements
of income, stokbolder's equity and cash flows for the year then ended, We have also issusd our report dated
Jaswary 16, 2000, in which we expressed &n unqualified opinion on those financial statements. We have also
audited the secompenying Federal Compaunications Commission (the “FCC™) Report 43-03, ARMIS Joint

Cost Repart (columns (b) through (§) on pages 1 through 18) of the Company for the year ended December
3, 198,

As deseribed in Note |, this report was prepared pursuant to the Company’s Cost Allocation Manual, the FCC's
Toing Cost Crders issued in conjunction with FCC Docket No. 86-111 and the FCC's published rules and
reguiztions thareto (including 47 CFR Sections 32.23, 32.37, 64.901 and 64.903) in force as of March 31, 2000.
Tiils report was prepared for the purpose of complying with those rules and regulations and is not intended o be a
woenplets prasentation of the Company's fivancia! statemerts. The FCC Report 43-03, ARMIS Joint Cost Report
i% ths responsibility of the Company’s management. Our responsibility is to express an opinion on the FCC
Bzport 43-03, ARMIS Joint Cost Report based on our audit,

W somducted our andit of the FCC Report 43-03, ARMIS Joint Cost Report in accordapee with auditing
ssndards generally scceptad in the United States. Those standands require that we plan and perform the audit
1o oltnin masonable assurance about whether the FCC Report 43-03, ARMIS Joint Cost Report is free of
minterial miggetatement. An sudit includes examining. on a est basis. evidence supporting the amounts and
disclosures ia the report. An sudit ajso includes assessing the accounting principles used and significant
extisnates made by menagemers, as well as evaluating the overall repost presentation. We believe that our
sudit provides a reasonable basis for our opinion.

Try o opinion, the FCC Report 43-03. ARMIS Joint Cost Report referred to above presents fairly, in all
rasterial testocts, the information of the Company required to be set forth thersin for the year ended
Dhecember 31, 1999, in acoosdance with the Company’s Cost Allocation Manual, the FCC's Joint Cost Orders
issued in conjuncrion with FOC Docket No. 86-111 and the FCC’s published rules and reguistions thereto
{inchuding 47 CFR Sections 32,23, 32.27, 64,901 and 64.503) in force as of March 31, 2000

This mepwort Is @tendsd for the information of the Company and the FCC which established the criteria against

whith the FOC Report 43-03, ARMIS Joint Cost Report was evaluated. Accordingly, this report should not
b used for eny other purpose.

Deover, Colprado,
March 31, 2000,

Bri=d  ZDA00 ¢ G- sgsaeevily

L334 SN0ty ueggigy  (007-92-
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QWEST CORPORATION
OFFICERS

James A. Smith — President

Robert Tregemba — Senior Vice President — Network
Mark Schumacher ~ Vice President & Cantroiler
Beth Halvarson — Vice President — Wholesale

Mark Pitchford — Vice President — Retail Markets
Kamelia Davidson — Assistant Secretary

Jennifer Pettus — Assistant Secretary

DIRECTORS

Augustine M. Cruciotti — Director
James A. Smith — Director
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ARTICLE 3
BILLING

wreonens o QOCC for Services provided in accordance with the terms and
mignd g g momthly basis unless otherwise specified in the Work Order.
arp of the address to which invoices are to be sent.

G fha fofowing billing information as a minimum:

o mgrnler

ARTICLE 4
IMDEPENDENT CONTRACTOR

el e e

sarag and agrass hat it is engaged in an independent business and will perform its
it 8% an independent contractor and nat as the agent or employee of QCC;
y thir aatfiority 1o act for QCC or to bind QACC in any respect whatsoever, or
silitis i the name of or on behalf of QCC; that any persons provided by Qwest
: gropioyess or agenis of Qwest Corp under its sole and exclusive direction:-and
rud 19 employees or agents are not entitled to QCC's unemployment insurance
g woder this Agreement. Qwest Corp shall be solely responsible for all
st of s employees and agents, including compliance with worker's
munt, digabilty insurance, social security withholding, and all other federal, state
plions, Dveast Corp shall indemnify and hold QCC harmiess from any causes of
sist Cory's liability to its employees or agents.

ARTICLE §
PROPRIETARY INFORMATION

: lﬁ m mctose any such information that is marked proprietary or confi dent«al
affilistes and its gonsultants who have executed a confidentiality agreement
original disclpsing party has consented to such disclosure and such third party
s pgreement containing terms substantially similar to the ones contained in this
infermation has come into the public domain through no fault of QCC or Qwest Corp,
1 48 ptherwise v the poasession of QCC or Qwest Corp free of any obligation of
4y such party (s required to do so by regulatory mandate.

iormation provided by QCC or Qwest Corp to the other party shall be deemed QCC or
o proording 1o its source and shall be treated accordingly. If such information is
whe norasinent with a third party, the party receiving information agrees to hold and use
vied gopordance with the separate agreement, provided it has knowledge -of the
sy otherwise instructed in writing by the party providing the information.

wlions Corporalion




ARTICLE 6
(NDEMNIFICATION

whismgnly and holt harmigss QCC, its owners, parents, subsidiaries, affiliates,
ainployess agamst all Liabilities to the extent they arise from or in
w fault or negligence of Qwest Corp, its officers, employees, agents,
wagpntatives; and/or (2) the furnishing, performance or use of any
sl or any product Hability claims relating to any Services; and/or (3)
b ﬁ& officars, smployges, agents, subcontractors and/or representatives (0
srlifed “Compliance with L.aws;" andlor (4) assertions under workers'
dar amployes bensfit acts by Qwest Corp or its employees, agents,
ntisctons’ amployeas or agents,

et hioid harmiess Qwest Corp, its owners, parents, subsidiaries, affiliates;
4 smployses against all Liabiities to the extent they arise from or in
¥ m& hzml‘t ar n’egligence of QCC its officers, employees, agents,

313, ampmyuaﬁ agents, subcontractors and/or representatwes to comply
Bd "Compliance with Laws” andfor (4) assertions under workers'
it smpliyes benefit acts by QCC or its employees, agents, subcontractors;
BUHHOYERS oF agants,

ARTICLE 7
LIMITATION OF LIABILITY

it thg ather for consequential, incidental, indirect, punitive or special damages,
P oinws and fose profils, however caused and regardless of legal theory or
f oy arising under this Agreement.  Notwithstanding the foregoing, the
& with the provisions of this Agreement and this limitation of liability shall not
an pbligativny under this Agreement.

jasd

 ARTIGLE 8
REGULATORY SUPPORT

5 4

canply with all state statutes and regulations, and Qwest Corp shall bear the

. Thae parties agree that to the extent Qwest Corp is under the regulation of
s, GG will provide cooperation and support for Qwest Corp's response to
oF discavery reguests concerning this Agreement or refationships derived fromisthis

woitg Corporton
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ARTICLE ¢
COMPLIANCE WITH LAWS

i 1 s oW gaxpense all permits and licenses and pay all fees

wervices andfor performance of this Agreement, The parties

aneer of and Services under this Agreement, camply with ail

el taws, ordinances, rules, regulations, court orders, and
ey orders ("Laws”), ncluding, without limitation:

% Bt of t934, as amended and all rules, regulations and orders
sis ity gt Agl ang this Agreement shall, to the greates! extent
el o B gonsistant withy the same.

Smernisation it employment, fair employment praclices, equal
signity,  smployment  opportunities for veterans, non-segregated
soyrsant of the digabled, except to the extent a party is exempt
‘ ang cortract cliuses required by those Laws to be made a part
seorparated herein by this reference.

P
&4

4 4 i thi Agticle antitied "independent Contractor”.

t Furchase(s) and/or Confidential Information ("Exports”) may be
e foragn sxport laws or regulations. Qwest Corp shall perform its
et &y @ manner consistent with the requirements of all applicable
e laws and regulations, including the LS. export laws and
1 Practices Act, and anti-boycott laws, and U.S. export laws and
e yimithorzed export or re-export of certain itemns to residents of
it Aminigtration Regulations,

Erennt Core's contracts with subcontractors.

ARTICLE 10
NOTICES

¢, o gibver ooramunications are requirgd under this Agreement, they shall
iy wriling and delivered to the other party's address listed below.
g notics to the other party. Notices shall be delivered by hand,

oy 1% by Band, overmight courier service or five (5) calendar days after

Qwest Corporation

Altention: Contract Specialist
Contrget Development & Services
7800 East Orchard Road, Suite 250
Englewpod, CO 80111-2526




) mmcm; 11

witich the parties are unable to settle through
vt ungder the Commercial Mediation Rules of the
LAY by o mutyally acceptable mediator. Any Dispute which

¢ o rvediation shall be resolved by binding arbitration as

hatanding the foregoing, the parties may cancel or
wilhi ii% terms and conditions without being required to

wente of law, who 18 knowledgesable about the subject matter
w Diepats, shall conduct the arbitration under the rules of the
provided vigrein.  The arbitrator shall be selected in
s 4 18t of qualiied people maintained by the AAA. - The
\ Gmorm’av ?m'ci alt expedited procedures prescr’ibed‘ by

i snd awm shall b(—" final, conclusive and bmdmg, and
iy ﬁﬁ:ﬁzfﬁanm will applicable law in any court having jurisdiction

pilrator injunctive relief to maintain the status quo untit such
selaennt or e Dispute is otherwise resolved. The arbifrator shall
& demages. Each party shall bear its own costs and attorneys'
iy the fess and expenses of the mediator and arbitrator,

o agminiglrative action asserting claims subject to arbitration, as
grarty succasshully stays such action and/or compels arbitration: of
clion shall pay the other party's costs and expenses incurred'in
cepnpailing aebitration, including reasonable attorneys' fees.

& gyant of any Dispule between the parties, it will continue to provide
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i Trargactions” reprasent transactions that have
F higve been replaced.

\Em tign of new transactions will be posted on the

in ten (10) days of being executed by both

s this svernt that an Agreement is executed before a
sther gpecific term has been developed for the

,r'? e posted Agreement will contain a notation that
rabe or sther specific term is "to be determined”. Once
vy sforoivation is received, the Agreement wiil be updated
wiod the new information will be posted within 10 days,

i 8
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EETIRRATION IMVESTOR INFORPMATION THIS IS QWEST PUBLIC POLICY

wrunicationg Corporation
Hiate Transactions

RNy
Slanad . Date Removal m,
putn | E9P9 lpogteq  [Dater [P
s Agrawmant  |01/19/01 |Indefinite |03/26/01 |N/A N/A (D
s Q?f;* ffil' f;JCf:“J )
Muster SeICES 1 a7/19/01 | Indefinite |07/23/01 |N/A 4
sol 130 Work Order  109/25/01 | Indefinite | 10/01/01 | N/A 6
sucessing Work Order | 09/25/01 | Indefinite | 10/01/01 | n/A 6
ser Work Order |09/25/01 | Indefinite |10/01/01 | N/A 6
serssl Gervices
mortion Work  109/25/01 | Indefinite [10/01/01 | N/A 6
ot Work Order  |09/25/01 | Indefinite | 10/01/01 | W/A 6
wiork Order  109/25/01 | Indefinite | 10/01/01 | N/A 6
O ~ J09/25/01 | Indefinite |10/01/01 |N/A 6
09/25/01 Indefinite ]10/01/01 {N/A 6
& Tedhnolugies WOrk | g 55/01 | Indefinite |10/01/01 | N/A 6
sesnatiens Work Y gg96/01 | Indefinite {10/01/01 | N/A 6
jark Order  |09/25/01 |Indefinite | 16/01/01 | N/A 6
s viark Order 09/25/01 |Indefinite |10/01/01 |N/A 6
bout/policy/docs/qee/postSummary. html 10/4:20




Page 2 of

09/25/01 |Indefinite |10/01/01 |N/A 6

CHESHIMBT SEIVICES | 0g/95/01 | Indefinite | 10/01/01 | N/A 6

5 work Order  |09/25/01 | Indefinite | 10/01/01 | N/A 6
01/19/01 |Indefinite |03/26/01 |N/A N/ (D

frony QLC to QC)

L HE Serviges

07/19/01 {Indefinite |07/23/01 |N/A a
¢ Lites Task 09/25/01 |Indefinite |10/01/01 |n/A 6
mﬂ: Task Order | 09/25/01 | Indefinite |10/01/01 | /A 6
Expired Agreaments

Avress 1o Mineral Lab  [03/22/01 | 09/30/01 {03/26/01 109/30/02 |nya (D)

05/03/01 {09/30/01 |05/09/01 {09/30/02 <]

05/16/01 }09/30/01 |05/22/01 }09/30/02 6

: yi iy &
Bl Printing & 05/01/01 {09/30/01 |o05/03/01 {o9/30/02 |2

-« Lerrespondence Work 103/08/01  109/30/01 {03/26/01  |09/30/02 | n/a (1)

Lt Wark Order »
Wgr%ﬂ

04/30/01 [09/30/01 {05/03/01 }09/30/02 3

- Chisesunts for USAC 03/19/01 |09/30/01 |03/26/01 }09/30/02 nN/A (1)

?“‘Wélf}vﬁﬁ‘ Diggount 03/12/01 109/30/01 }03/26/01 [09/30/02 N/A (D)

vif-krﬁs;t:%ﬁnmmﬁerviaes 03/22/01 §09/30/01 |03/26/01 109/30/02 N/A (1)

L1 ta Wark Qrder - 05/11/01 |09/30/01 |05/18/01 |09/30/02 |7

63

05/31/01 §09/30/01 |06/06/01 |09/30/02 6

07/31/01 {09/30/01 {08/01/01 |09/30/02 1

03/22/01 }05/11/01 103/27/01 }05/11/02 5

03/22/01 ]09/30/01 }03/26/01 |09/30/02 N/A (1)

03/22/01 109/30/01 {03/26/01 [09/30/02 {n/a (D)

£y - Inpearated Gffice

03/19/01 109/30/01 |03/26/01 ]09/30/02 n/a (D

sy about/policy/docs/qec/postSummary. htmi FOad 200




; o3/27/01 |03/02/01 |03/28/01 |03/02/02 |1
03/22/01 |03/01/01 {03/26/01 [03/01/02 |n/a (D)
03/22/01 |03/02/01 |03/26/01 {03/02/02 |nya (D)
os/11/01 |o302/01 |os/is/o1 |o0302/02 |7
05/16/01 |03/02/01 |05/22/01 |03/02/02 |6
0S/31/01 103/02/01 |06/06/01 lo03/02/02 |6
03/22/01 |03/03/01 |03/26/01 {03/03/02 |nya (i
03722701 |03/02/01 {o3/26/01 [o03/02/02 |nsa ()
m;égmm 05/11/01 |03/02/01 {os/i8/01 |o03/02/02 |7
- Ipterim Netwark 03/19/01 §03/01/01 |03/26/01 {03/01/02 |nsa D)
ot m{;ﬁ;ir d“ ) 05/02/01 |0s/01/01 {05/09/01 o6/01/02 |7
| T planaing & {03,959 03/03/01 {03/26/01 |03/03/02 |/ (D)
,03/22201 03/03/01 |03/26/01 |03/03/02 |N/a (D)
03727701 {03/02/01 |o3/z8/01 |o3/02/02 |1
03/22/01 103/02/01 |03/26/01 |03/02/02 |n/a (1)
05/01/01 |12/31/00 |0S/03/01 |12/31/01 |2
0s/11/01 |12/31/00 |oS/18/01 |12/31/01 |7
03/i4/01 09/30/01 {03/26/01 [09/30/02 |n/a (1)
05/03/01 {09/30/01 |os/09/01 |og/30/02 e
03/19/01 |03/01/01 |03/26/01 |03/01/02 N/A (1)
03/22/01 {09/30/01 |03/26/01 |[09/30/02 |nsa (D)
65/18/01 09/30/01 |06/25/01 |09/30/02 |7
soment T to veork Order - Sale 07/12/01 |os/30/01 |o7/18/01 |o9/30/02 |6

wabout/policy/docs/qee/postSummary, html
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Peaguits & Services

msmc 3 to Work Order - Sale

"'"‘a;»a,, myeaiter Equipment

;%{“,i: ’”*"*"’“,“‘f‘“?"s & Seryices ) 08/14/01 09/30/01 }08/16/01 09/30/02 2
§#ark rder - Secure 1D 03/22/01 |01/01/01 |03/26/01 |01/01/02 [n/a 'l
rder - Shared Space & o
Fi ,%Tiéf\ﬁ‘fgﬁﬁt'_ﬁi 03/19/01 09/30/01 {03/26/01 09/30/02 N/AY k
sﬁ :kﬁd’ﬁéﬂt 1 to Wark Order - ) -
| Shavet Space & Furniture Rental 05/11/01 | 09/30/01 |05/18/01 ]09/30/02 7
{Apndinent 2 to Work Order -
% z‘;@iiﬂﬁaﬁ& 8 Fu'rmture Rental 06/14/01 09/30/01 }06/20/01 09/30/02 6
1a mme:ni 3'to Work Order -
: ﬁa,ﬁgﬂcﬁ g Furmture Rental 08/21/01 09/30/01 108/24/01 09/30/02 3
fk Order - Small Business & x (1)
fLonsumer Channel Planning 02/09/01 109/30/01 103/26/01 |09/30/02 NA (w
§ &mpndment | to Work Order - Small
, i%u&%r\%k % Qt’msumer Services 05/01/01 109/30/01 05/03/01 | 09/30/02 L
sandment 2 to Work Order - Small
s &‘i& &,Consumer Services 05/03/01 09/30/01 }05/09/01 09/30/02 .6
&m zmhmﬁt 3to Work Qrder - Small
. nitss &Qonsumer Services 08/22/01 09/30/01 }108/28/01 09/30/02 6 |
gk Drder - Tariff Support Services § 03/22/01  {09/30/01 {03/26/01  {09/30/02 N/A (L)
Ftark Order - Voice Over [P 03/19/01 |09/30/01 |03/26/01 [09/30/02 |Nn/a (V)
; v Transfer - Transfer of Desktop
Curmputer Ef.mpyment 04/24/01 09/30/01 {04/25/01 09/30402 1
13 &Rﬁrdﬁf - Financial Services 04/10/01 06/01/01 }904/16/01 06/01/02 L6
f;‘*""i‘ Order - Interim Administrative 44,5501 |03/03/01 |03/28/01 |03/03/02 |1
| Services
f ok Order - Interim Common 03/27/01 |03/02/01 |03/28/01 |03/02/02 |1
: vidrment 1 to Task Order -
lm Common Supervision 04/10/01 03/02/01 [04/16/01 03/02/02 6
&ki}mer « Interim Executive
ﬂggﬁment 04/10/01 03/02/01 }104/16/01 03/02/02 6
i Order - Interim Human A
uregs Services 03/27/01 03/02/01 103/28/01 03/02/02 1
A tgnﬂmant 1 to Task Order - . o .
r W“ﬁ“vﬁ"f‘ma“ Resources Services 04/10/01 03/02/01 j04/16/01 03/02/02 [3)
it i Grmér " Knteriym Product
3¢ velopment/Management Services 04/10/01 103/02/01 104/16/01 }03/02/02 |6
¢ Order - Lease of Fiber Optic 1 97/26/01 Jos/30/01 |03/26/01 |09/30/02 | ny/a (1
“Fask Order - Use of Test Equipment 103/27/01 |09/30/01 |03/28/01 |09/30/02 |1
Aszet Transter - Transfer of Desktop 04/24/01 {09/30701 |04/25/01 | 09/30/02 1

- gwest.com/about/policy/docs/qec/postSummary. htmi
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i# Intertet postings will be maintained during the term of the contract and for a period of one year
Frbereafier, uniess the contract is superseded or replaced. In such cases the contract will be
'm wgved once the superceding or replacement contract has is superseded or replaced, In such
4 the contract will be removed once the superceding or replacement contract has been
gited, Removal dates are subject to change if contracts are renewed or extended through

;m 1 fﬁﬂmentsg

{ Hote: Work Orders are preparad when products, information, or services are provided from Gwast
Lorporation {Regulated) to Qwest Caommunications Corporation, the Section 272 arganization
{Unregulated), Task Orders are prepared when Qwest Communications Corporation provides

roducts, information, or services to Qwest Corporation,

137 ¢¢ web site not activated untll 03/26/01,

Copyright © 2001 Qwest Communications International Inc. All Rights Reseérved | Legal Notices | Privacy P

peovidsy mtarLATA long distance service onginating, interLATA 8XX service termminating,; or imtarbATA o
iostares of AZ, CQ, ID TA, MN, MT, NE, NM, ND, OR, SD, UT, WA, and WY. Qwest provides infarcat sarvaies o §

required Global SemLe Provider (GSP)

i I raraiy ited,

wipfaww.qwest.com/about/policy/docs/qec/postSummary. html




Owest | About | Public Policy

WIRELESS | IMTERMET  OWEST DEX  SEAACH

LOWMPANY INFORMATION MEDIA INFORMATION INVESTOR INFORIRATION THIS 15 QWIEST PRESE PULHTY

H#iliate Transactions

¥ Overview Qwest Communications Corporation
- Section 272 Affiliate Transactions
Posting Proceduraes
b . Currant Transactions
Current Transactions to Qwest Communications Corporation, the Secfipr
Vﬁ’osting Summary Master Services Agreement
¥ rariff Rated Services Amendment 1 to Master Services Agregment
¥ rarminated Access to Mineral Lab Facility Work Grder
Transactions

Bili Printing & Processing Wark Grger

-
Certification Statement Correspondence Center Work Order

¥ Written Copies Discounts for Universal Service Administration Corporation Wik Srder

Ernployee Discount for Telecommunicationg Services Wark Orider

Finance Services Work Order

Human Resources Services Work Order
Information Technologies Services Work drdar
Integrated Office Solutions Wark Ordur
Intermedia Communications Work Qrder

Joint Marketing Work Order

Photo Identification Services Work Ordwr

Shared Space & Furniture Rental Wark Order
Small Business & Consumer Sgrvices Wark Dider
Tariff Support Services Work Crder

Services provided from Qwest Communfcalions §
272 affifiate to Qwest Corporation (thtr Seif Gueras

Services Agreement
Amendment 1 to Services Agrogrmant

Lease of Fiber Optic Lines Task Qrdsar

htf;j:/r’www,qwest.com/about/policy/docs/qccfcurrem[)ocs.{ur‘nl
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Use of Test Equipment Task Order

Capyright @ 2001 Qwest Communications International Inc. All Rights Reserved | Legal Notices | Privicy

ge nterl ATA jong distance sarvice ociginating, qitarlATA BXX service tarmunating;
statns of AZ, CO, ID, IA, MN, MT, NE, MM, ND, OR, 3D, UT, WA, and WY. Qwest o
trarataly billed, required Glota! Service Provider {GSP)

fwww qwest.com/about/policy/docs/gee/currentDocs. htmi
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gs5L NIRELESS: INTERMEYT . QWEST DEX

About Qwest

GUMPARY INFORNMATION MEDIA INFORMATION INVESTOR INFORMATION THIS IS QWEST BURLIC POUGY

Affiliate Transactions

- Qwest Communications Corporation
Section 272 Affiliate Transactions

Back to Cnty

SUMMARY OF AFFILIATE TRANSACTIONS
WORK ORDER
finance Services
[ ] Original Summary of Services [X] Amnendment { £ 43

For sarvices provided from Qwast Corporation to Qwast Communications Corporatlon, & Sactica 128
affiliata.

Dawcription of Services Provided:

Bomersl Finance Services - providing general accounting and business guhieg e Qwest Lot
Corporation (QCC) business transactions.

Yax Rocounting - providing tax support for income tax accounting caloiistions. conyplisatfons g S

Pyl Servives - providing payroll support to QUC in processinig payroll, maintaining the gayvesi
Meluding input, check processing, record maintenance, payroff tax Hngs. smplapes Soneit remi iyt
payrofl refated account reconcifiation,

Aecounts Payshile - providing the processing of employee ant vendor invoices and SRty
payabie reconcifiation,

Larsral L edgar Processing - providing the processing of the general ledgsr systers,

Flvod Assut Accounting - providing the recording of capital dssets, providing the plys
degreciation and meeting all fixed gsset tax requirements.

Sunkruptey Work - providing bankruptcy work to QCC for regivnal foll accounts. o
BCCCUNts, determining post-petition charges, moving accounts (o B3nkridicy conects
soreagsheels for agiustments, marking aeposit letters to customers, poptlding fravker darabas
£58Ims.

hetp:/iwww. qwest.com/about/policy/docs/qec/200 /01 WO-fs.himi
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Efective Date: 10/01/01

Yarmiingtion Date:

I ] Specific termination date:

{¥} Ongoing transactions until cancelled in accordance with Master Services Agreement provisicn
Spacial Equipment Used in Providing Service: None

Humber of Personnel Used to Provide Each Service: See Pricing Addendum

Typa/Titie of Personne! Providing Each Service: See Pricing Addendum for Yities of Parsonnal
Eetirnoted Length of Time to Compiete Transaction (for spaecific projucts only§:

Ewpwcted Freguancy of Services Provided: See Pricing Addendum

#ricing: Sea Pricing Addendum for the actual prices charged.

Approved By:
- west Corporation Gwast Convmuiiications Corporstion
Signed: Mark W. Oldaker Signed: Judith L. Brunsting
Printed Name:! Mark W, Oldaker Printed Name: Judith L. Brunsting
Titte: Business Unit Affiliate Manager Title: Executive {irector
Dater 09/1.0/01 Date: [9/25/01

Commaents: Amendment Four to the Finance Services Work Order replaces the origingt Fingnes Services W

Qrifer and alf previous amendments inc/uding the related Pricing Addenda 11y theilr entiraty,

rg in the states of AZ, CO, D, 1A, MN, MT, NE, NM_ND, QR, 5D, UT, WA, ang WY, Gwest provwiiss irvarmas
cargynenon with 3 separatelv billed, required Global Service Provider (GSP).

bt /iwerw qwest, conv/about/policy/docs/qee/2001/0 L WO-fs. htm!
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About Qwest

ZompanNy (NFORMATION MEDIA IHFORMATION INVESTOR INFORMATION THIS |5 GWEST BYUHLIG SOLIEY

Atfiliate Transactions

Qwest Communications Corporation
Section 272 Affililate Transactions

Batk to O

Finance Services
Addendum A - Pricing
Effective: QOctober 1, 2001

A, General Finance Services

\Ewrwice Employee Title & |Numbder of Qwost |Rate/ Uit \Pricing
, Sofory Leval/ Corporsiion Mathodology
Wage Scale Employoes ( Fart, m?‘ PR
General Finance ) .
e Senior Director/ $159.65 « 3
Services Per 1-5 o et FOC ; Dty
_Hourly Rates Salary Level 8 y ’Per er 1 e
Fremee ™ e T 1s | aun | ec | ow
1. Hourly Rates v s i . L
Ganeral Finance ‘

; g Sr. Manager/ $67.75% . . o
Services Per 1- 10 , - FoC Lroiby
Hourly Rates Salary Level 5 Per Haur o E

1 General Finance )

. Business Analyst/ $57.45 , i
Sarvices Per 1- 10 ; PO ; Gaily
Hourly Rates Salary Level 4 Per Hour T

General Finance | General Accountant/ $45.81 -
Services Per Salary Level 3 1-5 o $IC Dty
per Hour ! :
’ ’,Hourly Ra_tes )
General Finance | General Accountant/ 538.58 , , : '
Services Per Salary Level 2 1-5 . e Fod , fraty
Par Hour |
1 Hourly Rates | R _ :
General Finance Office Clerical $23.42 o '
Services Per Assistant/ 1-5 Per ;{c‘m . 280 Bhafly
7 Hourly Rates Wage Scale 11 ,
Gf;“e*i:/?(‘:g”}f:fe Data Administrator/ 15 $32.90 enc
Hourly Rates Wage Scale 9 Per Hour »
General Financé . . s e

. Data Specialist/ $33.56 g o
Services Per 1-5 FoC ' XAy
Hquriy Rates Wage Scale 8  Per Haur ,

General Finance Information
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Services Per
JHourly Rates

Specialist/
wage Scale 7

$33.65

Per Hour FOC

Sanly

{ General Finance
Barvices Per
4 Hourly Rates

Technical Clerk/
Wage Scale 6

$37.18

Per Hour FOC

Oaily

General Finance
| Sarvices Per
_Hourly Rates

Analytical Assistant/
Wage Scale 4

$40.46

Per Hour FDC

Draily

- Ganeral Finance
Sarvices Per

Analysis Clerk -
Specialist/

~Tlourly Rates

Wage Scale 3

$46.76

Per Hour FDC

Daiby

5. Payroll Services

{&Brvice

Employee TTile &

\Selory Leval/

Wage Scale

Numaer of Gwest
Corporation
Employess

Rare/ Unit \Pricing
Aathodology
(Tarift, PER, PCF,
FOC/EMY)

Eregusncy bf
LSarvite
ezash

Payroll Processing

$2.69 Per
Employee Per
, Manth

FDC

[ratly

Payroll Processing

Director General
Accounting/
Salary Level 8,

Sr. Manager Payroll/

Salary Level 5,

Sr. Manager
Customer Service/
Salary Level 5,
Supervisor Customer
Service/
Salary Levei 4,
Senior Process
Analyst/
Salary Level 4,
Supervisor Payroil/
Salary Level 4,
Financial Business
Analyst/
Salary Level 4,
Analytical Assistant/
Wage Scale 4,
Technical Clerk/

Wage Scale 6

1- 87

$39.03 Per

[Manua( Check FDC

Cratly

€. Accounts Payable Service

(Garvice

Employae Title &
Solery Leval/

Wage Scofe

Number of Qwest
Corporation
Employpes

\Rate/ Unit \Pricing
Ma thodology
¢ Fari®, PER, FCF,
DCHEMVE

ErRGUBncy oF

faccounts Payable
Processing

Director/
Salary Level 7,
Senior Manager/
Salary Level 5,
Business Analyst/
Salary Level 4,
Schedule Clerk/

1-53

Wage Scale 4,

$1.26

-
Per Invoice FDC

hitep:fwww . gwest.com/about/policy/docs/qee/2001/01 WO-fs_Add.html
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Technical Clerk/
Wage Scale 6

|

Bsmstsion:

D. General Ledger Praocessing

[Sorvice

Employee Title & |Number of Qwest |Rate/ Unit
\Salary Level/ Corporation
Wage Scalz Employgos ‘
Professionat ]
Management/ g
General Ledger Salary Level S, 1-4 mgﬁﬁu £ g
Processing Senior Project Transaction | PR -
Professionatl/ TR
Salary Level 4
¥. Bankruptcy Work
\Sarvive Employee Titfe 8§ |\Wumber of Qwest  Fete/ Ul
¥ Salpry Lovel/ Corporation
Wage Scale | Ermpfoyndas
Senior Manager/
Salary Level 5,
I Bankruptcy Work | Supervisor Support/ - 21
Per Hourly Rates Salary Level 4, '
Analytical Assistant/
Wage Scale 4
F. Fixed Asset Accounting
 Sarvice Employes Tite & |Number of Quest  Retea) Vot Privimg
Saiary Level/ Corporption el
Wage Scale Empopaes
Fixed Asset Director General
Accounting Accountant/ { L% 8y
Services Per Salary Level 7 ‘ Pere Mo
Hourly Rates " B
Fixed Asset Senior Manager/ - o
Azcounting Salary Level 5 1. 10 $87.75
Services Per Pay Mg
Hourly Rates
Fixed Asset Staff Fixed Asset
Accounting Accountant/ I~ 10
Services Per Salary Level 5
Hourly Rates
~ Fixed Asset |General Accountant/
Accounting Salary Level 4 1. 28 §57.45
Services Per e Mo
Hoyrly Rates
Fixed Asset Fixed Asset
Accounting Accountant/ (- 20
Services Per Salary Level 4 ’
Hourly Rates
Senior Fixed Assel
Fixed Asset Accountant/ 1- 20
Accounting Salary Level 4
Services Per

htp/Awww.qwest.com/about/policy/docs/qee/200 O TWO-fs, Add hemd
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Hourly Rates

Fixed Asset
Accounting

Senior General
Accountant/

557 4%

Services Per Salary Level 4 1- 20 For Mour
Hourly Rates
Fixed Asset Information
Accounting Specialist/ 15 $I1.85
Services Per Wage Scale 7 Par How
Hourly Rates
Fixed Asset Data Specialist/ ,
Accounting Wage Scale 8 1- 5 $31.56 .
Services Per Per Hour e
_Hourly Rates
G. Tax Accounting
iSorvice Employee Title & |\Mumber of Qwest |[Rate/ Unid
Solary Level/ Corporation
Mage Scale Ermploypas
Tax Accounting Pro&e;s;gr;if:gror 1 $67.79
Haurly Rate Salary Level 5 ’ aﬁjw_.»r ﬁmt
| Tax Accounting Senior General $57.4%
Hourly Rate Accountant/ 1-3 Poe Moy
Salary Level 4 T
Tax Accounting Ig;ﬁgjggf 15 §33.6% ia s
Hourly Rate Wage Scale 7 , ‘razr Hawr ‘
Tax Accounting Data Specialist/ 15 g
Hourly Rate Wage Scale 8 o

! pricing methodologies include Tariff or Publicly Filed Rate {PER}; Pravaiting Sormpiie Pors

higherflower of Fully Distributed Cost (FDC) or Fair Market valug [FHVL.

2 as indicated in the Cost Aliocation Manual

Favwrw gwest.com/about/policy/docs/qee/2001/01 WO-fs_ Ade. humt
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Etfitiate Transactions

OQwest Communications Corporation
Section 272 Affiliate Transactions

SUMMARY OF AFFILIATE TRANSACTIONS
WORK ORDER
Saaﬁeaiiaiwﬂmrﬁmﬁeﬁ&é
[ ] Original Summary of Services (4] Amendment{ # &}

For sorvices provided from Qwaest Corperation to Qwest Communfcetions Corparition, & Sectinn
affillnte.

Uesoription of Sarvices Provided: Qwest Corporation (G} will arrdnge S romiyl of
office furniture for Qwest Cornmunications Corporation (GCC). Rental vwili e privet at
Distributed Cost or Fair Market Value.

QI will also provide project management services as requested by QCE, Serviges mgy be
workstation arrangement. or building remodef and addition. Labdr Is priced §t Fefly £
goeds and services are priced at actual cost.

Effwctive Date: 10/01/01

Terminstion Data:

[ 1Specific termination date:

[X] Ongoing transactions until cancelled in accordance with Master Sarvices Agraamant provighs
Spaecial Egulpment Used in Providing Sarvica: None

Mumber of Personnel Used to Provide Each Service: See Pricing Addendum

Typa/Title of Personnel Providing Each Service: See Pricing Addandum Tor Titles of Parsghnel

hitp://www.qwest.com/about/policy/docs/qee/2001/01 WO-ssfr htmi A
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Eetimuated Langtlh of Time to Compiste Transaction (for specific projects only):

pctad Fraguency of Services Provided: See Pricing Addendum

Pricing: See Pricing Addendum for the actual prices charged.

Qwest Communications Corporation
Signed: Judith L. Brunsting

Printed Name: ludith L. Brunsting

Title: Executive Director

Date: 09/25/01

parataly billed, required Global Service Provider (GSP).

s gwest.comyabout/policy/docs/qee/2001/01WO-ssfr.html
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Aitilinte Transactions

west Communications Corporation
Hion 272 Affiliate Transactions

Back to Current Transactions

Shared Space & Furniture Rental
Addendum A - Pricing
Effective: October 1, 2001

| Fervicw Ernployoe Title & § Mumber of GC Ratey Unft | Pricing Frogquency of
Salary Lovel/ Employeses Mathodology | Servics
Wage Scale (Tart?, PER, PR {3 i‘!’é‘f»’t‘n‘l?ﬂ(
‘ FocFvH - Cecasionabiert

Shared Space

LR Baboock $12.86 Per i

L Roud, Colorado sq ft/year FOC Daily
| Springs, OO

 Shared Space

1 West Mineral, $s30f:t5/8 eiir FDC Daily

tittieton, CO 4ty

| Shared Space

1 1201 Farnhem St, $45.52 Per FDC Daily
| omana, NE sq ftfyear

ihhared Space

1 ER0G T Avenue, $28&00 Per FMV Daily
| Seattie, WA 5q Rfyear

| Sharsa Space

1801 California St, '5537;/3 fer FOC Daily
1 Denver, €O a 'y

! Shared Space

1250 Bast 200 5, iﬁgff/o e FMV Daily
| Gate Lake City, UT y
1 Shared Space
£ 2001 & Avenue $4Oé2§ Per FOC Dzl
| Seattie, WA s ft/year

i $43.75 Per it

- DPErRd Space (94 9t
RGO N ?:?mgral sq ft/year e s

Awvw gwest.com/about/policy/docs/qee/2001/01 WO-ssfr_Add. html L
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%eg, Fhoenix, AZ
ig;tsar’aﬁ Space
{ 310 5W Park, $15.00 Per FMV D
I Partland, OR sq ft/year '
$34.96 Per R i
] sq ft/year FOC : By
| Minneapolis, MN
f ’:;hamd Space
13033 North 3= 5t, $20.79 Per FOC : Pty
| Broenix, AZ sq ft/year |
L 5hared Space
1 3245 146 Mt SE, $34.29 Per FOC
Hollavue, WA 5q ft/year
thamd Ssﬁ’a‘ce :
| 421 sw oak st, $18.00 Per FMV taity
| Portland, OR sq ft/year '
| Shared Space
5090 Morth 40w St, $39.87 Per | FOC ity
i Phoenix, AZ sq ft/year
Sih-ar‘ed Bpace
#00 Stinson $33.57 Per ,
Boylevard, - sq ft/year FOC v Lty
| Minneapolis, MN '
| Shared Space
BN ingte
:firgs?k% ’ $11.01 Per FOC oy
1 Brookiyn Center, sq ft/year v -
1 Shared Space g . g
16912 South Quintin $16.50 Per FMV ity
1 5¢, Englewood, CO sq ft/year : o
Shared Space X :
1 800 Main St, $9.62 Per FOC : iy
Grand Junction, CO sq ft/year ' HE
{ S"ﬁared Space : :
8021 SW Capitol $5.33 Per EDC | Saily
1 Hill, Portland, OR sq ft/year
Shared 3 éce
931 14w '.gt‘ $28.00 Per 4V Eiaibe
Denver, CO sq ft/year ' o
F'urﬁifL:re Rental ) $0.72 Per fis
{ A}l Locations) sq ft/year Foc Dty
| Project Project Manager A $71.37 Par o ,;
Management Salary Level 4 41-52 hour FOC i LAty

} pricing methodologies include Tariff or Publicly Filed Rate (PFR); Pravailing Comipany Price {PCPY; and
highar/tower of Fully Distributed Cost (FDC) or Fair Market Value {(FMV).

hitp:/hwww.qwest.com/about/policy/docs/qee/200 /01 WO-ssfr_Add.htmil
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2 As indicated in the Cost Allocation Manual
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OFFICER CERTIFICATION




I certify that | am an officer of Cwast L
Communications Corporation Section 2
knowledge, information, and beliaf, ait statarsa:
that sald poslings accurately reflect the Eansps
QCC for the period July 1, 2000 through Dacers

PRINTED NAME Mark &, Schu
POSITION Cantrolier
SIGNATURE

DATE

(Persons raking wallfu! false statesn
imprisonment under the Cormrumisgions 3
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Exbibis (5 the A

PROCESS FLOWCHART FOR THE 272 AFFILIATE SERVICE REUUES




QWEST CORPORATION/ QWEST COMMUNICATIONS CORPGRATION {accey

PROCESS FLOW FOR PRODUCTS/SERVICE/INFORMATION REQUESTS

09/28/01

| QCC Identifies a need for |

‘Praducts/Service/Information|

i (PS)fromQuest |

; Corporation ]
i

i
4
O\.,C Complates "Qwest Request
for
ProductsiServices/Information”
form detailing business needs
{Not required for tariff services)
!
%
QCC submits PSI form to Qwest
Corp Camer Single Paint of
Contact (SPOC) for review &
cansideration °

///'\“\

/ ’Serme offered by \\ /
Corp? } ,{  QCC contacts
\\ / \outsnde party directly
.
Yes
A
AN

//f ] Sid QWBS‘CO(P x.,_\ \
.~ offering to 1XCs, or cumenty ™. To WO Prep Flow
", offered under Qwest Cop .~ "esi  Chat {Excluding }

SN owsw 7 Tarifl Products)
\'\,,//
i

No
¥

Send PS! fomn
to Compliance Manager for
evaiuation
T

|
¥

Compliance Manager gathers

inforraticn from QC and QCC far

272 Compliance Oversight Team assesses‘

t fisk of new offering

i

3

4

Compliance Manager contaats BU 1o
confirm they wilf provide senvice

Compliance Manager nofifies SPOC of

ey e e el By
; Reguatrs it

SPOC notifies BU offering senvice

i
:
i
H
{

2

e o,

/ReqwstforPSi N
appcwedbyBU'? e

S -

-

i -
i

Yoy

1

| SPOC sends copy of Request for PSt 10 ;

f FCC Regulattey Accounting

® Bame prxess used by Ird party requests for Products/Services/Information
HNotg. This procps doas not anply fo telecommunications services, which are provided to QCC SMpicYess vid B Twe st Clneation setsd 5ist ity

Chan 1




Chwest
Exhibuis to the Affidavi of Mars

Page 1 of 1, Oclober 24, 18050

The BOC Services Purchased from Qwest Services Corporation

Executive Management

Corporate Finance and Accounting
Marketing, Sales & Service
Human Resources

Legal Services

Network Planning

Marketing Intelligence

Product Planning

Public Policy

Public Relations

Treasury Services

Trust Management

Risk Management

Corporate Environmental Health & Safety
Corporate Library

Records Management

Lease Management

Insurance Staff

Compliance



Docket Nog. TC 1

Qwest Coegor

Exhibits to the Affidavit of Marg £, Sahwarts
Section 272

Exhibit MEZ-272-14

October 24, 7001

BIENNIAL AUDIT PROCEDURES




GENERAL STANDARD PROCEDURES
FOR
BIENNIAL AUDITS
REQUIRED UNDER SECTION 272
OF THE
COMMUNICATIONS ACT OF 1334, AS AMENDED

As of December 16, 1998



CONFIDENTIAL/PROPRIETARY INFORMATION
CLASSIFICATION RATIONALE

Description/Title of Information:.  METHODS FOR AFFILIATE TRANSACTIONS

Confidential/Proprietary Designation Rationale:

This exhibit is a confidential, Company developed pracedures docurnent, which
describes internal company operations. The Company has invested significant
labor hours in its development. Because this information would be valuable to
Qwest Corporation’s competitors, it is proprietary.




JOINT FEDERAL/STATE OVERSIGHT GROUP

GEWERAL STANDARD PROCEDURES
FOR
BIENNIAL AUDITS
REQUIRED UNDER SECTION 272
OF THE
COMMUNICATIONS ACT OF 1934, AS AMEMDED

TABLE OF CONTENTS

INTRODUCTION
Background
COMPLIANCE REQUIREMENTS
Structural Requirements
Accounting Requirements
Nondiscriminatory Requirements
Related FCC Dockets
.ENGAGEMENT PLAN
Engagement Period
Sampling
Definitions
Conditions of Engagement
Representation Letters

Engagement Process

Timetables
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Report Structure

*.
s

TABLE OF CONTENTS
PROCEDURES

Procedures for Structural Requirements:

Obijective I: Affiliate Shall Operate Independently from the BOC 17

Objective Il Affiliate Shall Maintain Records Separate from those
of the BOC 20

Obijective lil: Affiliate Shall Have Officers, Directors, and |
Employees Separate from those of the BOC 22

Objective 1V: Affiliate May Not Obtain Credit with Recourse to
the Assets of the BOC 24

Procedures for Accounting Requirements:

Objective V: Affiliate Shall Conduct Ali Transactions with the
BOC at Arm's Length 25

Objective VI: The BOC Shall Account for Ail Transactions with the Separafe
Affiliate in Accordance with FCC Rules 26

Procedures for Nondiscriminatory Requirements:

Obijective Vil:The BOC May Not Discriminate Against Any Entity

in the Provision of Goods and Services as
Objective Vill: The BOC Shall Not Discriminate Against Any Entity
in the Fuifillment of Requests for Services 38

Objective IX: The BOC Shall Not Discriminate Against Any Entity
in the Provision of Exchange Access Facilities and

Services 42
Objective X: The BOC Shall Impute to itself the Same Amoumnt

for Exchange Access as that Charged Unaffiliated

Entities 45




Objective XI: The BOC May Not Discriminate Against Any Entity
in the Provision of interLATA or IntraLATA Facilitias
and Services 48




BIENNIAL ENGAGEMENT PROCEDURES

INTRODUCTION

Background

1. Section 272(a) of the Communications Act of 1
amended, requires that a Bell Operating Company (BOC] ser ug
or more separate affiliates before engaging in manufacturirg
activities, in-region interLATA services, and interLATA
information services. Also, before engaging in the prov:
in-region interLATA services, a BOC or an affiliate of &
must meet the requirements of Section 271 of the Communic
Act of 1934 and must receive approval by the Federal
Communications Commission (FCC). A BOC required to operats a
separate affiliate under Section 272 must obtain and pay for a
joint Federal/State audit every two years.'

+
b

2. After having considered all types of audits and
engagements performed by certified public accountants (CUPAs) and
the FCC staff's past experience in the Cost Allocation Manual
(CAM) audits, we believe that it would be in the best interssr of
all the parties concerned that this audit be an Agreed-Upon
Procedures {AUP) Engagement. The American Institute of Car

Public Accountants (AICPA) defines an AUP engagement as, "
which a practitioner is engaged by a client to issue a repo
findings based on spec1f1c procedures performed on the subisc
matter of an assertion."? The objective of an AUP engagemént
Lo present specific findings to assist users in evaluating an
entity's compliance with specified requirements. The usersg
include the federal and state regulators as well as the companisy
responsible for obtaining and paying for the biennial audirs.

P E e
+

3. As the primary users of the joint Federal/State
biennial audit, the Federal/State Biennial Oversight Jroup
(Oversight Group), which is comprised of staff members from stats
regulatory agencies and the FCC, is responsible for the maﬁurs,
timing and extent of the AUP. The Oversight Group will be
subdivided into Regional Oversight Teams (Oversight Teams), one
for each Regional Bell Operating Company (RBOC). Each team wiil
e comprised of two members from the FCC and members of the 4

47 U.s.c. § 272(d)

AT § 600.03 Codification of Statements on Standards far

2

Attestation Engagements, published by the American Instituts of
Certified Public Accquntants.




Commissicns who have chosen to participate ir
who have jurlbdlctvon over that RBGCC. Each
for reviewing the conduct of the engagement
with the BOC and its Section 272 affiliate,
practitioner to take such action as the team
achieve each objective., The text below provi
fer the engagement as listed in Section 53.2¢
Rules and indicates the nature, timing and ex
sach requirement. It should be noted that AU
not based on the concept of materiality; ther
practitioner must report all errors or discrs
while performing the AUP engagement.

COMPLIANCE REQUIREMENTS

4, The requirements for the biennial audits aze
in 47 U.S5.C. Section 272(b), (c), and (e} of the Comm
Act of 1934, as amended, and in 47 C.F.R. Section 53.
the FCC Rules and Regulations. Below is a listing of
requirements:

Structural Requirements

The separate affiliate required under Secticn 272
Act:

I. Shall operate independently from the

II. Shall maintain books, records., and accounts in
prescribed by the Commission that are separate I
books, records, and accounts maintained by the 3
operating company;

III. Shall have officers, directors, and emplovess b
separate from those of the Bell operatifig aomps

g

IV. May not obtain credit under any arrangetent that
permit a creditor, upon default, to have resours
assets of the Bell operating cowmpany;

Accounting Requirements

The separate affiliate required under Section 2732
Act:

V. Shall conduct all transactions with ths




Commissions who have chosen to participate in this proie
who have jurisdiction over that RBOC. Each team is resy
for reviewing the conduct of the engagement and, afrter
with the BOC and its Section 272 affiliate, for dirsct
practitioner to take such action as the team finds nec
achieve each objective. The text below DVﬂv*d%Q thae s

3

for the engagement as listed in Section 53.20%(b
Rules and indicates the nature, timing and Eﬁtéﬁt
each requirement. It should be noted that AUP en:
not based on the concept of materiality; th eréf&‘
practitioner must report all errors or discrspan
while performing the AUP engagement.

e
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COMPLIANCE REQUIREMENTS

4. The requirements for the biennial audirs are
in 47 U.8.C. Section 272(b), (c), and {(e) of the Coms
Act of 1934, as amended, and in 47 C.F.R. Sectisn 53.20
the FCC Rules and Regulations. Below is a listing of
requirements:

i

Structural Requirements

The separate affiliate required under Sesction 272 of the
Act:

I. Shall operate independently from the Ball

IT. Shall maintain books, records, and acccunts in
prescribed by the Commission that are separakbe
books, records, and accounts maintained by the
operating company;

III. shall have officers, directors, and emplovess thal
separate from those of the Bell operating comps

IV. May not obtain credit under any arrangemani
permit a creditor, upon default, to have
assets of the Bell operating company;

Agcounting Requirements

The separate affiliate required under Sectiosn
Act

V. Shall conduct all transactions with the Hell




company on an arm's length basis with the
reduced to writing and available for public

The Bell operating company:

¥I. Shall account for all transactions wit
affiliate in accordance with the acczou
rules approved by the Commissicn.

Nondiscriminatory Requirements

The Bell operating company:

VII. May not discriminate between the separate affiliats
other entity in the provision or procurament
services, facilities, and lnformaulon, or g
of standards;

VIII.Shall fulfill any requests from unafg
telephone exchange service and exchange access wzthA-
longer than the period in which it provides such teleg

-w-ak‘t.n

exchange service and exchange access to itgelf or it

IX. Shall not provide any facilities, services, or in
concerning its provision of exchange access Lo Ehe
272 affiliate unless such facilities, services, o
information are made available to other pr@v*@awﬁ
interLATA services in that markat on
conditions;

X. Shall charge its separate affiliate under Section 2¥32

" impute to itself (if using the access for its prov
its own services), an amount for acceas o Lts %
exchange service and exchange access that is %m
the amount charged to any unaffiliated intsrexs
carriers for such service;

XI. May prov1de any interLATA or intraLATA La“l“‘*““
services to its interLATA affiliate if 41 S
facilities are made available to all carrxwgﬂ
rates and on the same terms and conditionsg,
the costs are appropriately allocated.

Raelated FCC Dockets

5. These requirements have besan “ﬁar el ¢
upon in several FCC proceedings. Thease pro LS
to further modification in subsegquent FCC o




ideration. Below 1s a list of orders rzlated Bo
ements issued by the FCC:

écan
&

b oy
’”1{9

£
f.f

(.

et No. 96-149, In the Matter of Implems
counting Safeguards of Sections 271 arx
ommunications Act of 1934, as amended:
Order and Further Notice of Prcoposed Rul
December 24, 1996

]
'}
)
)
()

-,

3
0 nx

CC Docket No. 96-150, In the Matter of pr;&ﬁﬂaf*s
Telecommunications Act of 1996: Account:
the Telecommunications Act of 1996; Repo
Released December 24, 1996

CC Docket No. 96-98, In the Matter of Implamen
Competition Provisions in the Telecemmumz:
1996; First Report and Order; Released Augu
(First Interconnection Order); Second Repcr
Memorandum Opinion and Order; Released Augus
(Second Interconnection Order)

(C Docket No. 96-115, In the Matter of Implementation of
Telecommunications Act of 1996: Telecommuriicati
Carriers' Use of Customer Proprietary Network
and Other Customer Information; Second Report ¢
Further Notice of Proposed Rulemaking; Heleagsd
1998

6. In addition, the FCC has opened the
dockets which may, if applicable to the activi
result in additional regulations surrounding
Nondiscriminatory Requirements:

CC Docket No. 96-254, In the Matter of Implen %
273 of the Communications Act of 1234,
Telecommunications Act of 1996; Notice
Rulemaking; Released December 11, 19%45
manufacturing by BOCs - "Manufachufxug

CC Docket No. 98-56, RM-9101, In the Matter of Perf

Measurements and Reporting Requirements (o1

Support Systems, Interconnection, and Opésaa&r &

Directory Assistance; Notice of Proposed R !

Released April 17, 1998 (to examine a mrm"

by which access to incumbent LEC QQ“Lmulw

is measured and reported to ensure nondi

and reasonable treatment of new local tel
providers - "OSS NPRM")




ENGAGEMENT PLAN

Engagement Period

In order to facilitate meaningful
ement shall cover the first 12 months
g on the date the first Section 271 ap
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de in-region interlLATA services, or a
company first commences manufactu:
roviding interLATA information servi

cover all assets since the date ©

272 affiliate, which shall be the 4

was incgrporated or the date v

Zu the case of in-region interLATA services, i

approval 1s obtained, for example, on May 1 and @p
begin on June 10, the engagement will cover the 12-mon .

uf operations beginning May 1 through April 30. The plan-!*“

gvnliminary work for the engagement may commence prior io
of the 12-month period of operations. The first biennial audis
will cover all services for which a separate affiliate is

regquired under Section 272(a) (2) and includes all states in :

Bectlion 271 approval has been obtained.
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Sampling

8. The sampling sizes and methodologies will be detarm:
after the initial survey of the Section 272 affiliate. wWherse
imd*cated and appropriate, the practiticner will select a

gtatistically valid sample using random and stratified sampli
rwmhnmquea with the following parameters: a desired confidenc
level equal to 95% and a desired upper precision limit equal
5% with an expected error rate of 1%. The Oversight Team wi
approve the sampling plan, after consulting with the BOC, whes
reviewing the detailed procedures written by the practitioney

B

9. Generally, the practitioner should consider ail data
and information falling within the engagement period; howswvsi,
unless otherwise stated in this document or accepted by the
Cversight Team, the practitioner should obtain data and
informacion as of the latest period available during the
gngagement period.

Pafinitions

10. Throughout this document the BOC is mentioned as beins
mne of the entities being analyzed. If the BOC transfars or
aggigng to an affiliated entity ownership of any network elemsnts




chat must be provided on an unbundled basis per Section
251{c) (3), such entity will be subject to all of the requ

41

i
of the BOC. For purposes of this audit, in the event that &
BOC retails or wholesales any exchange and/or exchange ATTES:
sarvices exclusively through one or more of its subslalﬁries
affiliates, or through one or more other subsidiaries, divig

ato., of the parent Regional Holding Company, and thes same
sayvices cannot be purchased directly from the BOC, then thess
entities will also be subject to all of the relevant
nondiscriminatory requirements of objectives VII through XI of
this document. Affiliates that merely resell the BOC's exchangs
sarvices and/or exchange access services or lease unbundled
#lements from the BOC, or engage in permissible joint marketi
activities (see Section 272(g) (1) of the Act), are excluded Eraon
thege requirements.

o~

11. The term "affiliate" means a person that (directly or
indirectly) owns or controls, is owned or controlled by, or
under common ownership or control with, another person., For this
purpose, the term "own" means to own an equity interest (or the
gguivalent thereof) of more than 10 percent. (Section 3 of the
Communications Act of 1934, as amended)

Conditions of Engagement

12. The practitioner leading this engagement must be a
licensed CPA. He/she and his/her team performing the engagsn
must be familiar with the guidelines established for agreed-u
procedures, the requirements for this engagement, and itsg
objectives. The team performing the engagement should also be
independent as defined in the Statements on Standards for
Attestation Engagements at "AT §100.23, .24". All members of
team performing the engagement must have read, understood, and bg
familiar with all of the regquirements contained in the following
documents:

”{3 D
(} )

- Sections 271 and 272 of the Communicaticns aAct of (234,
as Amended;

- Section 32.27, Transactions with Affiliates, of
FCC's Uniform System of Accounts for Telecommuni
Companies (USOA) ;

- The following FCC Dockets:

a. CC Docket No. 86-111 deallng with the allocation
of joint costs between the regulated and
nonregulated activities of the telephone company;

b A

b. CC Docket No. 96-149 dealing with the

10
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implementation of the non-accounting safeguards =
Secticons 271 and 272 of the Acc;

ool TC Docket No., 26-150 dealing with the
anlemen*aklon of the accounting safeguards cf
Sections 271 and 272 of the Acrc:

4. CC Docket No. 96-98 dealing with the
implementation of the local competition provisions
of the Act (the interconnection orders);

i

CC Docket No. 96-115 dealing with the use of
customer proprietary network informatior

L]

Pending and/or initiated proceedings, such as <2
Docker No. 96-254 dealing with manufacturi
operations; CC Docket No. 98-56 dealing with

standards for measuring operations support systems
{088) ;

s
kt

OC's Section 271 application and related FCC approvalr

. Brate Commissions' orders approving those
interconnection agreements tested within the
engagement ;

- Peritions for arbitration with the BOC for those

ar
agreements tested within the engagement.

13, In addition, the practitioner has an affirmative
lgation to first advise the Joint Federal/State Oversight
i, where he/she deems appropriate, of the need to expand the
pa of the engagement and its procedures in order to provide bo
- users all of the information which they need to determine
nliance or noncompliance with the various regquirements,
auding any additional fees that will ke charged the BOC for
» expanded scope. However, after discussion with the BOC and
geqorion 272 affiliates, the Oversight Team will make the
wl decision where additional procedures are warranted.

The practitioner may use the services of a
- am sistance in highly technical areas. The specia
e affiliated in any form with the BOC or any of
*Laz&s,

é 7
e

15, Use of internal auditors must be limited to the
gion of general assistance and the preparation of sched:
I garhering of data for use in the engagement. Under n
ircumstances shall the internal auditors perform any of the
dures contained in this document. All procadures contalned

11



must be
arnEl hiis/her s

rformed by the independent
aff.

Ty
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rthe BOC cost alleocation manual (CAM) annual
Lo satisfy any of these biennial audit

o ok

AW e

srion Letters

ragtitioner shall obtain three representacion
'LS. One representation letter should address
to operations. Another representation letter
a 1 items of a financial nature. And another
letter should address that all Section 272

hawe been disclosed. Below are details of each

viaon lebter.

# . acknowledgement of management responsibility for
with specified requirements;

acknowledgement of management responsibility for
and maintaining an effective internal contrel
aveyr compliance;

statement that management has disclosed or will
the practitioner all known noncompliance up to the
draft report;

4. statement that management has made available all
Lion related to compliance and noncompliance with the
. reguirements;

&, gratement that management has disclosed any

ionsg from regulatory agencies, internal auditors,
wlitors, external parties (including competitors), and
rioners concerning possible noncompliance with the

Fhe period addressed in management's assertion and the
¢ practitioner's report;

£. statement that each Section 272 affiliate operates

ently from the BOC, that the BOC does not own any

# jointly with the affiliates, that the BOC does not

v operations, installation, and maintenance functions

] gﬁﬁ*lltles owned by the affiliates, or leased by the
rom unaffiliated entities and that it is not

I 4nd did not provide any research and development

3 on behalf of the affiliates;

12

regquirements, including communications received betwesn



rement that each Section 272 affiliate has
. directors, and employees from these of ths

ament that the BOC has not discriminate
affiliate and any other entity in the
Jrement of goods, services, facilities, ar
he establishment of standards; (On the B

atamant that the BOC subject to Section 271 {c) of
filled requests from unaffiliated entities fo
e service and exchange access within a period no
period in which it provides such telephone

angd exchange access to itself or its affiliates;
i3’y representation letter only)

S
o

svatement that the BOC subject to Section 251{c) of
made available facilities, services, or information
Le provigion of exchange access to other providers of
rizes on the same terms and conditions as it has
* uér itg Section 272 affiliates that operate in the

.
i

on the BOC's representation letter only)

repregsentacion letter related to financial issues
g by the Chief Financial Officer of the BOC and
4 affiliate and shall include the following:

it that each Section 272 affiliate maintains
sparate records, and separate accounts from

20 and that all such books, records, and accounts

in accordance with GAAP;

e
S

gtatement that each Section 272 affiliate has not
iir under any arrangement that would permit a
spen default, £o have recourse to the assets of the

23

d statement that management has identified to the
all assets transferred or sold and services

. i3} by the BCC to each Section 272 affiliate, (ii) by
4l @ervices organizations to each Section 272 affiliarte,
by each Section 272 affiliate to the BOC; and that

13
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iennial audit. After the BOC has
orm the biennial audit, the process
is as fLollows:

w oand the practitioner will perform a
affiliate. The purpose of this
- acguainted with the company's
sdures, recordkeeping process, extent of
wons, and process followed by the BOC
s for services recelved from
waffiliates, and its own end-user
survey will be conducted between four
‘ter the affiliate has received approval
or four to six months after the
operations where approval is not

midcelines set forth by thess general
ures and will submit them for review
to all users.

he Team will review the detailed procedures
iy and adequacy of audit coverage and will
n within a period of 30 days.

gompanies' proprietary data and discussions

5 related to the biennial audit is restricted

nambers, (b) state staff members who by

dnies' proprietary data, (c) state staff

yned a protective agreement with the companies

wave jurisdiction, (d) all state staff members of
ibate that has confidentiality procedures in

staff and that has the Chairman or designee

greement on behalf of the entire Commission

iy gnaff, and, (e) state staff members who have

%%Wnivp agreement, but that the company does

qopide verbal information or written data,

do not take possession of such data. Section

& Wmnmunxcatlonq Act of 1934, as amended,

g Commigsions implement appropriate procedures

rection of any proprietary information obtained

these biennial audits.

dood



“wersight Team well in advance, but
8 Lo meet with the represenrtatives
% L0 discuss plans and procedures for
fie Companies' operations, to overview
DY maintaining books and records, and
lings encountered during the
ary to inform the Oversight Team of
» agk for clarification and explanation
explore what other records exist and
practitioner shall also inform the
ALn any deviation and or revisions
. detailed procedures immediately after
practitionar shall also submit to the Chief,
1wl shall copy the Oversight Team, any
rprecations necessary to complete the
itioner shall advise the Oversight Team of
to complete the engagement in the event
are requested by the Oversight Team (see

o e

v to complete this engagement in a timely
¢ Limer sunedules to complete certain tasks:

i 50 days after the end of the engagemernt
o digcussing the findings with the BOC or the
titlener shall submit a draft of the report to

weraight Team shall have 45 days to review
king papers and offer its recommendations,
RIon8 concerning the conduct of the engagement

additional procedures are recommended by the

2 practitioner will advise the Oversight Team
tional time to perform such procedures.
seelving the Oversight Team's recommendations,
1as 15 days to make the appropriate revisions to
omit the report to the BOC for its comments on
it the Oversight Team.

The BOT shall have 30 days after receipt of the

¢ on the findings and send a copy of its comments
Ltioner and the Oversight Team. At this time,
indicate what information in the report it

and why it should not be released to the




FuF o

statement that the practitioner was no
and did not, perform an examination
sertion, a disclaimer of opinion on th
E ertion, and a statement that if the

>ractitioner had performed additional pro
cther matters might have come to his or hez
tention that would have been reported.

YO
9]
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1
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cedqures,
>
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8]
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This report becomes a matter of publi
the practitioner's filing the final

the FCC and the state regulatory ag
participating in the audit for the

o B NS

e

i

sgion.

Q@ N0
o

O MmO

n 0

e
r

practitioner by the BOC or any other affi
other circumstances that might affect the
practitioner's findings.

A description of the nature of the assistance
provided by specialists and internal auditors.

18




PROCEDURES

Procedures for Structural Requirements

ihder Geotion 272 of the Act has operated independently of the
Uall speraving company.

LTIVE I. Determine whether the separate affiliate required

SIANDARDS

issued rules and regulations in CC No. Docket 356-143

-}

‘tion of the Non-Accounting Safeguards of Sections 271
the Communications Act of 1934, as amended. Some o
ragquire that,

W

]

jo (S

2 and its Section 272 affiliate cannot jointly own
nsmission and switching facilities, broadly defined as
1 exchange and exchange access facilities, or the land
4 buildings where those facilities are located. (47
".R. Bection 53.203(a) (1) and First Report and Order,
ra. 15, 158, 160)

o

Bgction 272 affiliate shall not perform operating,
istallation or maintenance functions associated with the

% facilities. Likewise, a ROC or any BOC affiliate,
other than the Section 272 affiliate itself, shall not
form operating, installation or maintenance functions
ssoeiated with the facilities that each Section 272
; Lliate owns or leases from a provider other than the zoc
with which it is affiliated. (47 C.F.R, Section
54.403(a) (2), (3) and First Report and Order, para. 15, 188,

To the extent that research and development is a part of
manufacturing, it must be conducted through a Section 273
filiate. 1If a BOC seeks to develop services for or with
i Section 272 affiliate, the BOC must develop services on
& nondiscriminatory basis for or with other entities
pursyant to Section 272(c) (1). (First Report and Order,
para. 169)

=t the certificate of incorporation, bylaws, and
articles of incorporation of each Section 272 affiliate to
aetermine whether the affiliates were established as

19




i
wE o

e S tions separate from the BOC. Note the resulrs of

S
P 3
Cedure

e T

inoand inspect corporate entities! organizational

Ti8) and confirm with legal representatives of the BCC
¢tion 272 affiliates the legal, reporting, and
erational corporate structure of the Section 272

filiates. Document who owns the Section 272 affiliates
4 to whom do they report to determine the independence of
the affiliate.

=

ain functional organizational chart for each Section 772
& liate as of the end of the ninth month of the engagemen
perivd and document for each department,

- Number of employees

Street address(es) where employees are located
Description of functions performed by location.
Shrain from each Section 272 affiliate a list and

description of services rendered to each Section 272
atiiliate,

" By the BOC (all services)
- By other affiliates (all services)

By unaffiliated companies (operations, installation and
maintenance only) .

This list should include the location of both the providing
and receiving entity for all services involving operations,
installation and maintenance.

fFrom the data obtained in Procedures 3 and 4, identify and
document which entity performs operations, installation, and
maintenance functions over transmission and switching
facilities either owned or leased by each Section 272
affiliacte, Also, identify the street address location whers
these facilities are located and identify whether these
facilities are owned or leased by each Section 272

filiate, and, if leased, from whom they are leased.

#

Fory

I

gt

Cbtain descriptions of research and development (R&D)
activities of the BOC for the firsr nine months of the
engagement period and note any R&D related to the activities

=f each Section 272 affiliate. For R&D related to

20



tivities of each Section 272 affiliare

r more details, such as extent of z&D o
ports, cost, and whether the Secticn 2732
en billed and has paid for this service.
rovide details, as to whether R&D service is o~
1as been performed when requested by unaffiiiaced

o oon

Ty

—t

7. Obtain as of the end of the ninth month o
period the balance sheet of esach Sectien
detailed listing of all fixed assets whi¢
amount shown in the balance sheest. TIf =i
agree, inquire and document why. This de
should include a full description of =ach i
purchase, price paid and recorded, and fr
or transferred. Inspect title and other dacums
reveal ownership, of a statistically valid samg
transmission and switching facilities and Lha
buildings where those facilities are located,
make a note of any facilities which are owried 3
the BOC. The balance sheet information obtainsd
procedure should also be used to perform Pracet
Objectives V and VI.

ot
T

o

3]

.}
[ 2% .
[4 9 S

o
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OBJECTIVE II., Determine whether the separate affiliate regquired
under Section 272 of the Act has maintained books, records, and
accounts in the manner prescribed by the Commission that are

separate from the books, records, and accounts maintained by tha
Bell operating company.

STANDARDS

In CC Docket No. 96-150, Implementation of ths
Safeguards Under the Telecommunicationsg Act of
requires that each Section 272 affiliate maintain
and accounts, in accordance with generally accsg
principles (GAAP), and separate from those of vt
and Order, para. 170)

Tt
e {3

bt

+

P
[ S

g5

s
&

PROCEDURES
1. Obtain the general ledger (G/L) of each Section 392
affiliate and match the title on the G/L with the n
the affiliate on the certificate of incorporation
determine that a separate G/L is maintained. Losk
special codes, if any, which may link this G/L o
the BOC and provide documentation. Note: Linkag
corporate headquarters for consolidations is an
practice.

]

Obtain each Section 272 affiliate’'s written a
procedures and policies and identify the process
recording financial transactions of the Sectbion 2
affiliate in the G/L; document such transaction £
with key control points. In addition, identi
related to the proper identification and re
Section 272 affiliate transactionsg in its =
account .

b

[
toto}
E=tol
3. Obtain the cash receipts and cash disburgement
related ledgers for the ninth month of the ar
period. By random selection trace tan (L0}
ten (10) cash disbursement (including at least
transactions to the Section 272 affiliatse barnk
Note name of affiliate on the bank accourts angt
Cransactions cleared through this bank account.
account numbers indicated in the journala to choge
general ledger and note any differences,

4. Obtain each Section 272 affiliate's financial
lease agreements, as of the end of the ninth

22




pement period.

Identify leases for whis

ch the
Lion 1a $500,000 or more. Determine whert )
have been accounted for in accordance with GARD.
ne whether client lease accounting policies are in
AnCe with GAAP.

23




OBJECTIVE III. Determine whether the Separate affiliate required
under Jection 272 of the Act has officers, directors, and
amployees that are separate from those ©f the Bell operating
oompany .

v

in CC Docket No. 96-149, Implementation of the Nen-
ing Safeguards of Section 271 and 272 of the
ations Act of 1934, as amended, interprets the abawve

ent further by stating the following:

arate officers, directors, and employees simply

at the same person may not simultaneously serve as an

rector, or employee of both a BOC and its Section 2
(First Report and Order, para. 178).

b 13

EROCEDURES

i Uktain the BOC's and Section 272 affiliates' policies and
procedures for transfers, sharing, and loan of emplovees
beatween each other. Identify and document the types of
internal controls that are in place that would pravent one
from being an officer, or director, or employee of both the
BOC and Section 272 affiliate at the same time.

. inguire and document as to whether each Section 272
affiliate and the BOC maintain separate boards of directars
and separate officers. Obtain list of officers and of board
of directors' names of the BOC and Section 272 affiliateis!
for the engagement period and compare and document the names
appearing on both lists, respectively. Obtain the minutes
of the meetings of the board of directors for both the BOC
and Section 272 affiliate(s) for the engagement period and
compare and document the names appearing on the minutes of
the BOC and each Section 272 affiliate.

Rt

Obtain the functional organizational chart of each Section
272 affiliate as of the end of the ninth month of the
fnhgagement period (see Objective I, Procedure 3) and inspsct
it to determine whether any departments report either
functionally or administratively (directly or indirectly) te
an officer of the BOC.
‘otain payroll registers for the BOC and each Section 272
filiate that include the social security numbers of all

e directors, officers and employees for the ninth month of

o
él-‘ ‘\,:}
ey

e

24




the engagement period. Compare social SECUrity numbers -
directors, officers, and employees appearing on both it
document those names and/or social security numbers
appearing on both lists, and inguire and document why .

cain a list of officers and employess wh r
BOC at any time to each Section 272 af i ,
use of a statistically valid sample, determine wh
L8 company's internal controls inspected in Procedu

lave been implemented. Also, interview these employvess to
determine whether they used any propristary information
-9., customer proprietary network information (CBNI},
etwork Planning Manuals, Plant Traffic Practices,
‘beration, Installation and Maintenance (OI&M) Practice
otained while they were employees of the BOC or whethe
£ -
o

4
a

A
1
ot

i

&=

M
N
B

W
-

the above information is made available to them thre
iends and acquaintances still employed by the BOC.

3

2

¥

Obtain a list of all employees of each Section 272 affiliace
since February 8, 1996, the date of the Act. By the use of
a4 statistically valid sample, inspect company's files which
indicate employees' employment history within the BOC family
of companies and document whether they were employees of the
BOC or any of its affiliates at any time. Also, document
number of employees, number of times, and dates each
e2mployee transferred back and forth between the BOC or any
other affiliate and the Section 272 affiliate since February
8, 1996.

25



OBJECTIVE IV. Determine that the separate affiliate required
under Section 272 of the Act has not obtained credit under any
arrangement that would permit a creditor, upon default, to have
recourse to the assets of the Bell oéperating company.

STANDARDS

272 affiliate shall not obtain credit under ary

ld permit a creditor, upon default, to have r
assets of the BOC of which it is an affiliate.

The FCC in 47 C.F.R. Section 53.203(d}) indicares

The FCC also expands on this premise in CC Docket No. 9414
Implementation of the Non-Accounting Safeguards of Sest

and 272 of the Communications Act of 1934, asg amended.
docket the Commission states that,

- A BOC cannot co-sign a contract or any ather
with a Section 272 affiliate that would allow s
Section 272 affiliate to obtain credit granting
recourse to the BOC's assets. (Firgt Report an
para. 189)

- The BOC parent, or any other non-272 affiliats.
sign or co-sign a contract or any arrangemssit
Section 272 affiliate that would allow the o
have recourse to the BOC assets. {Firs
Order, para. 189)

- A Section 272 affiliate cannot snter any
with any party that would permit the lend
recourse to the BOC in the evsnt of a defaule.
Report and Order, para. 189)

E’_B‘OCED'(TRES
1. Document each Section 272 affiliate's debt

agreements/instruments and credit arrangeme
and major suppliers of goods and services;

guarantees of recourse to the BGC's asgets,
or indirectly through another affiliate, and
instances. Major suppliers are thoge havins

e

more in annual sales to the Section 272 aff

ra

Using the lease agreements obtainsd
Procedure 4, document any insrances K
272 affiliate’'s lease agreements (where ths




CONTINUATION




obligation is $500,000 or more) have recourse to
agsets, either directly, or indirectly through an
affiliate.

For all debt instruments, leases, and credit arrangem
maintained by each Section 272 affiliate, obtain (o=
confirmations from loan instituticns, major supplis
lessors (as defined in Procedures 1 and 2 above!

WO

lack of recourse to the BOC assets.

Document from each Section 272 affiliate
agcounts payable to and/or advances from
end of the ninth month of the engagement

27



Procedures for Accounting Reqguirements

OBJECTIVE V. Determine whether the separate affiliate reguired
under Section 272 of the Act has conducted all transactions with
the Bell operating company on an arm's length basis with the
trangactions reduced to writing and available for publie
inspection.

OBJECTIVE VI. Determine whether or not the Bell operating

company nas accounted for all transactions with the separaty

aff&lﬂate in accordance with the accounting principles and rules
approved by the Commission.

STANDARDS

The FCC in CC Docket 96-150, Implementation of
Safeguards Under the Telecommunications Act of
the above requirements further by stating:

- A Section 272 affiliate shall conduct all crans
with the BOC of which it is an affiliate on an
length basis, pursuant to the accounting rules
described in 47 C.F.R. Section 32.27, Transac
Affiliates, of the FCC Rules and Regulat<
such transactions reduced to writing ang &
public inspection. (47 C.F.R. Section %3%.203{a}
Section 32.27 requires the following:

For transactions involving the zale oy tranasfer of
assets or products between the carrier and affiliates:

a. assets sold to or by the carrisr urnder @
be recorded at tariffed rate in the boasks of
carrier;

b. nontariffed assets sold to or by

qualify for prevailing price must be
prevailing price in the books of the :
to qualify for prevailing price va?“af“
particular asset must encompass graats
of the total quantity of such product
entity; 50% threshold is applied on an

basis rather than on a product line basis
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the carrier at the higher of fair market
book cost; (Note: carriers are reguirsad
faith estimate of fair market wvalue.}

d. all other assets purchased by or
carrier from affiliates must be recordsed

book cost; (Note: carriers are required to
fFaith estimate of fair market value.}

For transactions involving the provision of sarvices
between the carrier and affiliates:

a. services provided to or by the carrier au
must be recorded at tariffed rate in the
carrier;

0y @

b. nontariffed services provided to or by the
pursuant to publicly filed agreements submitted
state commission must be recorded in the books o
carrier at the rate appearing in publicly £iled
agreements;

c. nontariffed services provided to or by t
that qualify for prevailing price must be recor
the books of the carrier at prevailing price.
to qualify for prevailing price valuation, s :
particular service must encompass greater LIan
percent of the total quantity of such service so.id
an entity; 50% threshold is applied on a sexvice by
service basis rather than on a service line Dagis;

%
R

d. all other services provided to a
affiliate must be recorded in the boo

n N

at the lower of fair market value or fully dist: ;
cost. (Note: carriers are required to maks a good
faith estimate of fair market value.} Exception -=

services received by a carrier from an affiliatse

UM

exists solely to provide services to members of
carrier's corporate family nmust be recorded in
books of the carrier at fully distributed cost.

e. all other services provided by the carrisr !
affiliate must be recorded in the books of ths ¢
at the higher of fair market value or fully dis
cost; (Note: carriers are required to makes 2

faith estimate of fair market value.}
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£. Fully distributed cost 1s determ
the standards contained in 47 C.F.R
Allocaticon of Costs, of the FCC Rules
These rules emphasize direct assignment and
causation. First, costs are to be directly
either to regulated or nonregulated actiwvit:
maximum extent possible. Then, costs which
directly assigned are to be grouped ints hom

cost pools and allocated in accordance with d:
indirect measures of cost causation. Regidual
which cannot be apportioned on any caost-c

will be apportioned using the general all
general allocator is the ratio of all exp
assigned or attributed to nonregulated ac!
the total of all (regulated and nonregula

assigned or attributed expenses.

=3
o
£
=
=
T
?.
[

A BOC and a Section 272 affiliate way provids
services to one another, except for operating,
installation, or maintenance servicesg. These
services, however, must be provided on an arm':
basis, and must be in writing. (CC Dockeb No.
First Report and Order, para 180)

1

&

unbundled network elements constitute transactic
requiring disclosure (CC Docket No. 26-15Q, Qe@
Order, para. 124). These transactions include
provision of transmission and switching facilit
the BOC and its affiliate to one another. (CC
No. 96-149, First Report and Order, para. 193}

Provision of exchange and exchange access servi

Pl
s T

o

b

¥

gw-fr(){)w
it

%

The separate affiliate must provide a datailed writ
description of the asset or service transferred,
together with the specific price and the terms and
conditions of the transaction on the Internet with
days of the transaction through the company's home
page. These descriptions should be sufficiently
detailed to allow evaluation of compliance with
accounting rules. This information must also be
available for public inspection at the principal pl
of business of the BOC and must contain a certifis:
statement identical to that included in the ARMIS
Reports. This certification statement declares that an
officer of the BOC has represented that to the begt
his knowledge all statements of fact contained in ur
submission are true and the submission is an ﬂh“ﬂ“ﬂu“
statement of the affairs of the BOC for the rele:
period. (Report and Order, para. 122}

il 2 1“,

i i e
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- Affiliate transaction rules apply to transact
between the BOC and esach Section 272 affiliatsg
geach Section 272 affiliate and a nonregulated
affiliate, that ultimacely result in an asset or
service being provided to the BOC, :i1.2., chainsd

9% 2

cransactions. {Report and Crder, para.

Products and services made available to
affiliate and to unaffiliated companies
the 50 percent threshold in order for a
the transaction involving such products
prevailing price. (Report and Order, para.

Nondiscrimination requirements extend
gservice, facility, or information tha
to its Section 272 affiliatef(s) with

joint marketing, which is covered in

and (2) of the Act. Unaffiliated #nti
equal opportunity to aﬂqu;rp any such ¢ ,
facility, or information. In parthcuL i
to decide to transfer ownership of a un q 18
such as its Official Services network, Lo a
affiliate, it must ensure that the Sacrion 27

affiliate and unaffiliated entities have an 2
opportunity to obtain ownership of this facili
Docket 96-149, First Report and Crder, para.

it

}‘ gy oY §r

€t

Lo B r“) pie O3 6D O

ﬁn

o3

- Interstate rate base, revenue requlr
cap indices of the BOC must be reduc
related to any regulated faczi;tieﬁ
Section 272 affiliate. (CC Docket
and Order, para. 265)

PROCEDURES

1. Obtain from the BOC a list of all complaint

competitors related to the pro"*31un oY pED
goods, services, facilities, and information,
establishment of standards which were f£ils
nine months of the engagement period.

TThig |
group the complaints in the folleowing categori

)
oEe
3 &y

FT S A

- allegations of cross-subsidies
VI);

- allegations of discriminatory




tud

4

of goods, services,
services informatlon
network informatio
standards (for Obj
- allegarcions of discriminatory
and provisioning of, exchange
services and unbundied network
discriminatory resolution of
Obijective VIII);
- allegations of discriminatory 3 labilisy =f

access facilities (for Ob*dﬂ“ixw EX?

- allegations of discriminatory
facilities or services uO* a:

aﬁflllate (tﬁr iject*" XZB,

For each group of complaints, detsrmine
documentation how many of these complain
investigation, how many complaintsg had besn rsg
what time frame they had been rﬁSQi’ﬁﬁ, :

those complaints that had been ramﬂ=v
allegations were concluded and, if
inquire and document what steps the %
prevent those practices from recurripg.

i

Obtain from the BOC and sach Section
written procedures for transactionsg
Compare these procedures with the FOO
indicated as "standards" above. Hots
differences.

-

Inquire and describe how the BOL and
affiliate disseminate the FCC ukma

ffiliate transactions rulea ?9%
type and frequency of training, i
distributed, company's policy, an
employees responsible for affiliatv
Interview employees responsible fox
rmcording of affiliate transactions
record of the carrier to datarmine

'F

ot ,E}‘ rh

Inguire and describe th
affiliate must follow &
the BOC. Describe the ap
fulfill a reqguest for sexr

0
o ore
£
1)
{2 R4
t
[
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Does the Secticn 272
from the department t

eT oy

2 w

na

Obtain all written agreeménts
and exchange access facilities
Section 272 affiliate which we
nine months of the engagsmsnt
agreements, if feasible, othe
relevant pages, and nots hame
price, terms, and conditions
the list of services prowvids
affiliate in Objective I, PFrg
discrepancies. In addition, n
in effect. For those agres
indicate termination dats;
prcmaturely and deocument why
provisioning of any service wit

At the end cof the ninth month
each company's home pags ﬂﬂ b
prices and terms and conditions
on this site to the agre Wnn“c
above. By physical inspection,
information is made availabls
principal place of business of
differences and inguire why
ccmpany makes any claim of oo
nondisclosure, obtain ﬂmﬁz‘

these transactions should b
within 10 days of their o
that the company has in placs
on a timely basig. The infe
should be in sufficient
compliance with accau%tin@
Report and Order, para. .
postings and include iﬁ nhe

For nontariffed services
prevailing market §r*£a
are not subject to pupll
BOC's and the Sect*@n $”

fully distributed cast
type of costs included iﬂ E
development of ¥FDC Fﬁ* t
identified by the Gvar
affiliate.

,.-«

J z”k

nontariffed sesrvi

For
established, or are ru
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I3

4
by

in a
ion

Sect
parties

—
-

menth
L

Obta

ey
b

0 et el
Lyl
o 53]

[ IS R R

oL N

FURN o S 4]
L0 0 o+ 1
O Eut

10

s,
s

amounts

e
pA el
&

T L
£fi
e

11

O

Mg W otn
wd I Q)

-3 [ W
ova O
[ S5
g {h O

4




&w " b T f s
U3 oped wed 853D @,
48 e w.xw UV ? :
Gug M O 4 T} 1 4d 1 83 $a »
Ty ad B O Ww 5w 7 wd 34 (4 4 e : 1y
w4y A8 @] e} 0y ed A2 W 4 L s
b 4 L L e R o EXIE e g Y :
[ @ ey @ owmoa oofhm i3 £ W T T
[§] ~ WM M Q- Q A e 1 N Beed O BT W g et A 42
a3 ot I P R LRI I [ e BES R I & ] 3 o e @) - 3] FA R B B o B
@ N7 IS B R ot @ ke n o U o3 o Tt ks MmO 00 PRI ] o o)
Y o 0 -4 (TR ¥ e BB O3 agmn G GuUbg 2 gy ) ooow
o\ o RN | u o iw.mui?rdc La O MW 3 helm.ob O R B P R & Ko
e~ o QAN ! U~ O 4] ¢ o Do QM Boed>y wkd 0w L W .Q S| )
o~ O O o0o®w ()N SIS SRR TS I O ] g 0} o O @ -+t ygavan (0] S~ ]
0 Q L U U N g o™ n-~A-~ @ 0.0 oo Nam 1) e (T o S R e U o~ ol
LoD E®Wm -0 (ORI i MmO a0 (@] oW it O 1 Q W oo o U~ O Q
CO0O0O LW oM Tt ~TDamm o 2 I & @ o Mo 3 I Moy 3o SN E 4
Q0+ DO o RN oM IR ¢ I ol I A i X | 4 0 - B - — e oo O ud oo N® @ A
E L g 2,0 - 1 A © 303U O~ LW R RN et D= Q00w [NER RN B e R w
DT E O >QUW DML OHQONH AT uouw w IR v g ouwm oua E® ¥
S~y oo odo oo 0 QUUUES IR QO 00040 X v @ O G 00 0 R o
Qumognu Ly o O LT o 0 0 3w M OV - Qg0 VoOwEWI3IWI -3 R e O INO] —
™M <3 n -
—t i —




BOC's Official Servicss
Section 272 affili

regquirements for P
assets on or after
details as to how
availlable to unaff £
the facilities. Debc‘lb
decided to transfer/fsell i
affiliate instead of an unarffili

}.,4

I 5»1'
ST s O I o
b [ I B )

{1}

C}.

[

T

1..4

16. 1If any facilities were it
Section 272 affiliate, obta
indices to determine whethe
reduced by the net book o
transferred, (ii) the rave
to reflect the gain from
and, (iii) the revenus re
permanently to reflect iﬁ
to the assets sold or transf

If the BOC had not madm the
explain.

L
s
23

£F D ¢
3
by b DR LT OFT BT R 4D
321

(f: f& c‘}} e

ey
g

-

17. Inquire and obtain detail
the telephone network of @
Section 272 affiliate. I ¥
reconfiguration constructict
did it take place, how much
and on which books and acc:
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Procedures for Nondiscriminatory Requirements

OBJECTIVE VIT. Determine whether or not the Hell operating
company has discriminated between the separate a ﬁ*iliat& |
other entity in the provision or procurement «f goods,
facilities, and information, or the establishment of stan

§:i

STANDARDS
in CC Docket MNo. 96-14%, Impl
ing Safeguards of Section 271
munications Act of 1934, as amends
discriminato ory ules and regulations.
“nnhlar*ors dc not permit a Bell oper
.

s

discriminate in the following manne

- by giving preference to a Section 7
equipment in the procurement procssg
and Order, para. 18]

,.,

- in awarding contracts for tels mﬂmun*r*“;“?“
direccly to their affiliate.
para. 234)

- by failing to provide advance
changes to its competitors.
para. 16)

- by not offering third parties
facilities and information
proprietary network informatisy
marketing) that it provides tgo
affiliate at the same rates, -
(First Report and Order, para.

NOTES::
(1) BOCs are not reguired under the
rules and regulations to provide to ¢
Customer Proprietary Network Informat
shared with affiliates {(see Second R
Docket No. 96-115, Released February
169). The provision of "information!
nondiscriminatory rules and regulati;
CPNI is defined in Section 222Z(f) {1
includes information that ia persona
well as commercially wvaluable te zar
whom, where and when a customer plac

37



as the types of servi
subscribes and the ex

{(i1) BOCs are allowed to jointly mar
affiliate-provided interLATA SEIVLZ”
comparable joint marketing opportun
providers of interLATA services

of the Act, and CC Docket No. 96-

Order, Paragraphs 291-292). Howev
sell their telephone exchange serwv
marketing conducted by tne Sectlon

.u ir)" *1

sell its telephone exchange ser*1CEa
272(g) (1) of the Act).

- in establishing or adopting any standards that
its Section 272 affiliate over third partiss
Report and Order, para. 208 and 22%}

- in developing new services solely for its Section
affiliate. (First Report and Order, para.

e
o e W

its Section 272 affiliate was ready LQ
competing service. (First Report and ¢

- in marketing its affiliate's interLATA servi
inbound callers without informing them of
to select the interLATA carrier of their
(First Report and Order, para. 292}

In addition, a Section 272 affiliate may not marker or zsll
information services and BOC telephone exchange services
no jether unless the BOC permits other information sem
providers to market and sell telephone exchangs serwvs:
Rep

Ancther FCC Docket, in which orders have not ye:
which may impact this objective is CC Docket No.
wirth manufacturing activities.

PROCEDURES
L OCbtain from the BOC a list of all complaints £
competitors related to the provision or procurs ok

38




services, facilities, and information, or i1n the
iishment of standards which were filed during the first
months of the engagement period. This list should

the zomplaints in the following categories

2gations of cross-subsidies (for Objectives V and

1
-

1
"

e

’

L

L9%s

legations of discriminatory provision or oro
goods, services, facilities, customer netw
rvices information (excludes customer pr 1
twork information (CPNI)), or the establi
andards (for Objective VII);

ban 3% anal

o

g

i

2

s
~t D

+

i

s

- allegations of discriminatory processing of order
and provisioning of, exchange access and exchanos
services and unbundled network elements, and
discriminatory resolution of network problems (for
Cbhiective VIII);

allegations of discriminatory availability of exchange
acgess facilities (for Objective IX);
allegations of discriminatory availability of interLATA
facilities or services not at the same rates and nor oo
the same terms and conditions as the interLATA
affiliate (for Objective XI).

#ach group of complaints, determine by inquiry and
wentation how many of these complaints were under
tigation, how many complaints had been resolved and in
rime frame they had been resolved, if feasible. For
complaints that had been resolved, document heow thoss
gations were concluded and, if the complaint was upheld
ire and document what steps the company has taken to
v&nt rhose practices from recurring.

A

£

D

ain the BOC's written procurement procedures, practice
i pelicies for services and goods provided by each 3ect
affiliate. Make a note of any stated purchasin

#rences contained in the BOC's procedures, if any, and
wvide details of the BOC's bidding process, the selection
e#sg, and how the BOC disseminates requests for propo
to affiliates and third parties.

&
2
Ui

sin and inspect the BOC's procurement awards to each
on 272 affiliate during the first nine months of the
rgement period and inspect bids submitted by each Secticn

affiliate and third party, note terms, and discuss with

39



{5%

tepresencacives how the selection was made.
ractice with the BOC written procurement
Le any differences.

a list of all goods {including software), services,
ties, and customer network services information,

wling CPNI, other than those related to exchange access
‘ices and facilities inspected in Objectiwve IX, made
lable to each Section 272 affiliate by the BOC. For a
istically valid sample, ingquire and obtain c pies of ths
media used by the BOC to inform unaffiliated entities of ~he
availability of the same goods, services, facilities, and

information at the same price, terms, and conditions.

Obtain a list from the BOC of all unaffiliated entitiss who
have purchased the same goods (including software),
services, facilities, and customer network services
information (excludes CPNI) from the BOC. 1If any, describe
what goods, services, facilities, and customer network
sarvices information and the extent of purchases made.
lect a statistically valid sample and compare the rates
te2rms and conditions of the sampled items to the ratess,
terms and conditions offered to each Section 272 affiliate.
Note any differences. Document the amount each Section 272
aff
o0

D

¥

iliate has paid for the same items purchased from the

e .

Document how the BOC disseminates information about network
vhanges, the establishment or adoption of new network
standards, and the availability of new network services e
each Section 272 affiliate and to unaffiliated entities.
Note any differences.

Obtain and inspect customer service representatives' scr:
for inbound calls establishing new servige, adding a sec
line, moving to a new location, changing selectad interLATS
ggrvice provider, or any other situation where the RBOC o
BOC affiliated sales agents attempt to market its Section
472 affiliate's interLATA service. These marketing attempts
may either be related to interLATA service only or following
the sale of a BOC product or service.

s

Observe (listen in, for one half hour each, to at least
five) customer service representatives, as defined in
Procedure 7, responding to inbound callers to whom the salas
resentatives attempt to market the Section 272
iliate's interLATA service. Labor union concurrence m:
needed for this procedure. Note messages conveved 4
bservation. Make a note of any instances where the callier

13
3

F

E24d ¥
4
03

4

0 Om
T D o

L
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was referred to the Section 272 af
informed of other providers of in
not informed of his right to make

Interview 10 sales managers of =ach Se
and inspect any available printed mate
whether any Section 272 affiliates mar}
services and exchange services, aa an q[
a reseller. If vyes, interview
and inspect printed materials ot the mOC
whether unaffiliated entities have the game




CTIVE VIII. Determine whether or not the Bell operating
ompany and an affiliate subject to Section 251(¢) of the Act
have fulfilled requests from unaffiliated entities for telephone
axchange gservice and exchange access within a period no longer -
than the period in which it provides such telephone exchange
service and exchange access to itself or its affiliates.

STANDARDS
STANDARDS
FCC in CC Docket No. 96-149, Implementation of the B~
Junting Safeguards of Section 271 and 272 of the
wnications Act of 1934, as amended, provides some pra
% and regulations. A further Proceeding in this mart
rently underway, will provide additional guidelines,.
“ige these procedures to conform to the new guideline
ailable. Current FCC rules and regulations requirs &
- for equivalent requests the response time a 300

provides to unaffiliated entities should be ao
than the response time it provides to itself oy
affiliate. (First Report and Order, para 24907

- a BOC must make available to unaffiliared entitiss
information regarding the service interwvals
the BOC provides service to itself or itg af
(First Report and Order, para. 242)

- a8 BOC must not provide a lower gquality servics
competing interLATA service providers than the

it provides to its Section 272 affiliate at a given
price. (First Report and Order, para. 14}

o

PROCEDURES

1. Obtain from the BOC a list of all complaints from
competitors related to the provision or procuremern:
goods, services, facilities, and information, or in
¢stablishment of standards which were filed during th
nine months of the engagement period. This list shoul
group the complaints in the following categories:

- allegations of cross-subsidies (for Objectives Vv and
VI);
- allegations of discrimina

of goods, services, facilities, customer networx
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St

services information (excludes CUSLOMEY propristary
network information (CPNI)j, or rhe establis
standards (for Objective VII);

- allegations of discriminatory processing of
and provisioning of, exchange acc.ess and exe
services and unbundled network elements, and
discriminatory resolution of network problems

Objective VIII);

- allegations of discriminatory availlabilicy
access facilities (for Objective IX);

- allegations of discriminatorv availabilizy
facilities or services nor at the same 5 3
the same terms and conditions as the interLATA
affiliate (for Objective XI).

For each group of complaints, determine by inguiry
decumentation how many of these complaints werse un
investigation, how many complaints had been resolw
what time frame they had been resolved, if feagibl
hose complaints that had been resolved, document
allegations were concluded and, if the complaint wag upk
inguire and document what steps the company has takan
prevent those practices from recurring.,

Obtain BOC's reports during the first nine months
engagement period, if available, indicating time
for processing orders, provisioning of service,
repair and maintenance services for end user customers
the BOC, affiliate, and nonaffiliates for the followin
services:

43}

- Exchange telephone services

- Exchange access services

- Unbundled network elements

Make a note of differences in time in fulfilling e

of request for the same services from end user cu
nhe BOC, affiliates, nonaffiliates.

i

P

Obtain BOC's reports during the first nine months o 2
engagement period, if available, indicating time intayvs
for processing orders, provisioning cf service, and

L

periorming repair and maintenance services for the affiliate
and for nonaffiliates, as cuatomers, for the foliowing

43
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Exchange access services
- Unbundled network elements

& 0of differsnces in time in
r the same services from

nspect a statistically valid sample of
uﬁed to prepare the reports obtained in
above and determine agreement with data
document any differences.

1E nm reports are available, obtain from the BOC :
gtatistically valid sample of all orders reguesti:
zalmphane services, exchange access services, and,
unbundled network services for end user customers 24
period of one month and for one state {(to be selscted
Owversight Team). Prepare worksheet in diﬂatznq the ds
the ordel, the address, the type of services ordered
date when the order was executed and the service was
provided and note the time interval to OIOLSSS requests
angdl user customers of the BOC, affiliates, nonaffiliaresm,
mppear Procedure 5 for services requeste ed by the affilia
and nonaffiliates as the users of those gservices {szes
Brocedure 3 above).

Derermine by inguiry, first, and then by inspection how
where the BOC makes available to unaffiliacted entitiss
information regarding service intervals in providing aw
service to end user customers of itself, of the affil:s
and of unaffiliated entities. Document the rasults
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PIVE IX. Determine whether or not the Bell operating

v and an affiliate subject to Section 251(c) of the Act

, made available facilities, services, or information

ifg ite provision of exchange access to other providers of
% services on the same terms and conditions as it has to
iliate required under Section 272 that operates in the
samm wearksat.

STANDARDS

in 0 Docket No 96-149, Implementation of the Non-

ing Safeguards of Section 271 and 272 of the

~ations Act of 1934, as amended, indicates that a BOCT may
riminate in favor of its Section 272 affiliate in the

2 MANNer:

by providing exchange access services to compet ing
interLATA service providers at a higher rate than the
rate offered to its Section 272 affiliate. (First
fReport and Order, para. 16)

by not making available facilities and services to
sthers on the same terms, conditions and prices that it
provides to its Section 272 affiliarte. (First Report
and Order, para. 316)

FRac

% conrains procedures for the provision by the BOC of
srLATA facilities and services. Therefore, these procedures
pe performed in conjunction with the procedures for Objective

RDURES ¢ This objective is closely related to Objective XE

i orain from the BOC a list of all complaints from
competitors related to the provigion or procurement of
goods, services, facilities, and information, or in the

sarablishment of standards which were filed during the first

mine months of the engagement period. This list should
group the complaints in the following categories:

allegations of cross-subsidies (for Objectives V and
Vi)

" allegations of discriminatory provision or procurement
of goods, services, facilities, customer network
services information (excludes customer proprietary
natwork information (CPENI)), or the establishment of
srandards (for Objective VII);
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sgaticns of discriminatory processing of orders for,
provisioning of, exchange access and exchangs

LSS and unbundled network elements, and

CEAMLT ataz} resolution of network problems (for

monive VIII)

sLLth of discriminatory availabilitcy of exchangs
facilicies (for Cbjective IX);

allegarions of discriminatory availability of in
faciilties or services not at the same rates an
she same rerms and conditions as the interLATA
affiliate {(for Objective XI).

mach group of complaints, determins by ingulry and
wrntation how many of these complaints were under
iabion, how many complaints had been resolved and in
we frame they had been resolved, if feasible. For

# oomplaints that had been resolved, document how “HOSD
ationg were concluded and, if the complaint was uphsld
re and document what steps the company has taken to
snt those practices from recurring.

.
L

stamin list of exchange access services and facilitiles w
v related rates offered to each Secticon 272 affiliat
i inspect to determine whether the BOC makes these
svwices and facilities available at the same rates, Lz
e x‘PQltlDﬂS to all carriers. For this purpose, 1insgsc
wires, advertisements of any kind, bill inserts,
vy 5Eondence, or any other media used to inform carriers
e ,1& avalilabilicy of these services. Using a
atistically valid sample of the informational media
nrified above, compare rates, terms, and conditions
‘ared each Section 272 affiliate with those offered
filiated carriers.

('F

B g 24

rain invoices for exchange access services and facilities
- mne month (to be determined by the OverSLah* Taam)
dered by the BOC to the Section 272 aff iliate, and oth

ather
Mvwxchange carriers (IXCs). Using a statistically wval:id

mple of billed items, inspect underlying details of

“SQ‘CO and compare rates, terms, and conditions charged

,*cn 272 affiliate with those charged 1XCs for th

ces and note any differences. If differences a

ue the matter further through inquiry of
personnel and note why they occurre

(DU‘J

asing the invoices obtained in Procedure 3 above, trace ths
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e-i(“banc.e access SEE"/leS "'O "‘a"‘h

P

“
r this purpose, ldentlfy and mspecp meth f‘,'i o
s cancelled checks, wire transfers, and, if
aries of invoiced amounts corresponding to &
Note any differences and inquire as to why
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a e TIVE X. Determine whether or not the Bell operating company
1 an affiliate subject to Section 251(c) of the Act have

sqad its separate affiliate under Section 272, or imputed to
#1f (if using the access for its provision of its own

pvices), an amount for access to its telephone exchange service
sl sxchafige access that is no less than the amount charged to
any unaffiliated interexchange carriers for such service.

STANDARDS

see hag issued rules and regulations in CC Do
wwnration of the Non-Accounting gafeguards ©

£ rhe Commuriications act of 1934, as am
i ye that,

4

o
dy O
o
boX

3

' may not discriminate 1in savor of its Set
ate by providing exchange access servics
LATA service providers at a higher rate
ed to its Section 572 affiliate {(First
para. 16). This requirement ig met,
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1f rthe affiliate purchases exchange se€
axchange access service at rariffed rates. [Firsh
report and order, para. 256!}

If the affiliate acquires Services
elements from a BOC at prices that &
nondiscriminatory pasis under Sectic
report and Order, para. 256)

- 1f the BoC files with the State Commisalon
of generally available terms pursuant to S
~71{c) (1) (B) which would include prices i
available on a nondiscriminatory'basis i
gimilar €O tariffing, and a BOC's Sechbion
obtains access O interconnection at a D
in the statement. (First Report and Oxd

*

- 1f a BOC makes volume and term d
nondiscriminatory pasis to all u
interexchange carriers. (First R
257)

i

20Cs are reguired tO charge nondiscriminat
2liocate properly the costs ci exchange &

rhe affiliate rransactions and joint cost
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zeport and Order, para. 258)

¢mr integrated operations (for operaticns performe:
rne company and not under a separate affiliace), &
impute to itself an amount for access to its telep
exchange service and exchange access that represen
rariffed rates (First Report and Crder, para. 255]
sariffed rate must be the highest rate paid for ac:
unaffiliated carriers. The BOC may consider the
parability of the service provided. (CC Docket No. 26

!
i
.

T

r
seport and Order, para. 87)

P

PROCEDURES

%

mbtain agreements that each Section 272 affiliate and
interexchange carriers (IXCs) have with the BCQC for end
aueegs services.

petermine and fully document in which LATAs the BOC has
access price flexibility for interLATA interstate and
incerLATA intrastate access services.

From the .agreements obtained in Procedure 1, use &
gtatistically valid sample to compare volumes, discountis,
and rates negotiated with each Section 272 affiliate with
rhose negotiated by other IXCs for the same services. Hote
and discuss any differences with management.

Abtain list of interLATA services of fered by the BOC and
discuss list with appropriate BOC employees tO determing
whether the list is comprehensive. Compare services
appearing on the list with interLATA services disclosed in
rhe BOC's Cost Allocation Manual (caM) and note any
Adifferences. Compare the nonregulated interLATA services
l1igted in the BOC's CAM with those defined as incidental in
secrion 271(g) of the Act and those interLATA services
allowed under FCC order (for example E911) and note any
differences.

rbrain a statement of revenue, by month, from interLATA
sprvices provided by the BOC itself, for the first nine
menths of the engagement period, and perform a trend
analysis. If increases of more than 10% are noted from
menth to month, inguire and note reasons for such increase.

eyom the list of services obtained in Procedure 4 above, by

using a statistically valid sample of interLATA services
sffered by the BOC and not through an affiliate, determine
whether the BOC is imputing (charging) to itself an amount
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s5a, switching, snd tcransport. Chtain usage
ariffad rates for each of the above glement

s used in calculations with the tariffed rat
ss charged other incerexchange carriers (IXCs
4ifferences. Trace amount to the journal entry
general ledger of the BOC. The entry should be
wonregulated operating revenues (decrease) and &
gqulated revenues (increase) . ILf the process fo
rhe BOC is different from the one described above, D.2ast
~iphe it in detail and obtain full documentatiocn.

: 4T B

i €3

L

T

7
13

ey sach of the following categories of services, ViZ.,
sumbangse access services, local exchange services, &
:ndled network elements, provided by the BOC to th
sen 272 affiliate during the first nine meonths ©
arions, document the total amount the affiliate has
~vded for those services in its bocks and reconcile wi
amount the affiliate paid to the BOC and the amount ©
nue reflected in the BOC's books for those services.
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s KX, Determine whether or not the Bell operating

= an affiliate subject to Section 251(c) of the Act
pvided any interLATA facilities or services to its

s% affiliate and made available such gservices or

siag to all carriers at the same rates and on the same
5 and conditions, and allocated the agsociated costs
seopriately.

R
ARDS

TV S

and recording procedures for sales or transier
my incyalATA facilities to each Section 272 af
any unbundled network elements, oOr provision
vhe BOC to each Section 572 affiliate are cove
v and VI of this program, under the affiliate
ns rules.

h

MmO r

: seprvices and unbundled network elements made
under Section 251 to each Section 272 affiliace mus!
i available at the same price to unaffiliated
(¢ Docket No. g6-149, First Report and Order, para.

or

segpuREs: This objective 1is closely related €O Objective IX
“rains procedures for the provision by the BOC of

. aooess services. Therefore, these procedures may be
s in conjunction with the procedures for Objective IX.

~¢ain from the BOC a list of all complaints from

Apel LECOYS related to the provision oOr procurement of

An, services, facilities, and information, OT in the
srablishment of standards which were filed during the Ifirst
nine months of the engagement period. This list should
group the complaints in the following categories:

i

3

5
]

g1

i B

legarions of cross-subsidies (for Objectives V and
Vi

!

» allegations of discriminatory provision or procurement
of goods, services, facilities, customer network
aprvices information (excludes customer proprietary
network information (CPNI)), or the establishment of
srandards (for Objective VII);

- allegations of discriminatory processing of orders for
and prcvisioning of, exchange access and exchange
services and unbundled network elements, and
discriminatory resolution of network problems (for
Objective VIII) ‘
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ns of discriminatory availapility of exchange
cilities (for Cbjective TX)

1 n

o W

® o

iona of discriminatory availabilicy of inte
ies or services not at the same ra n
ame terms and conditions as the 1nte
iare [(for Objective XI).

&
T T
n O

ot G
-

sach group of complaints, determine by in
mentation how many of these complaints we
mgrlgation, how many complaints had been r
v1me frame they had been resolved, 1if fea
& complaints that had been resolved, document 0OOW
ieganions were concluded and, if the complaint was
wire and document what steps the company has taken

st those practices from recurring.

Jt
Ty

in list of interLATA network services and facilities
rtheir related rates offered by the BOC to each Sectilon
affiliate to determine whether the BOC makes these
vvices and facilities available at the same rates, term
4 conditions to all carriers. For this purpose, inspect
whures, advertisements of any kind, bill inserts,
~respondence, Or any other media used to inform carriers
e availability of these services. Using a

pstically valid sample compare rates, CLerms, and

iirions offered each Section 272 affiliate with the ratss

?

Cr U

Oprain invoices for interLATA network services and
ilities for one month (to be determined by the Oversight
raam! rendered by the BOC to rhe Section 272 affiliate and
her interexchange carriers (IXCs) that receive these
aeyvices from the BOC. Using a statistically valid sample
pilled items, inspect underlying details of invoice and

mpare rates, terms, and conditions charged each Section

e
Ko b

B

29y affiliate with those charged other IXCs for rhe same

sprvices and note any differences. If differences are
red, pursue the matter further through inguiry of
appropriatce personnel and note why they occurred.

using the invoices obtained in Procedure 3 above, trace v
amount invoiced to each Section 272 affiliate for interLATA
scilicies and services and determine whether the amount

F

miced was the amount recorded by the BOC and paid by sach
servion 272 affiliate. For this purpose, identify and
inspect method of payment such as cancelled checks, wire

rransfers, and, 1if needed, summaries of invoiced amounts

in
b




‘wqh‘[ ol h

o the amount paid.

ey occurred.

53

4 -

Note any di



Docket Nag TC O1-
Cwest Corparalion

Exhibits o the Affidavit of Mane E. Schwanz
Section 272

Exhibit MES-272-15

* QOctober 24, 2001

ANNUAL CODE OF CONDUCT TRAINING




ride the light

Qwest™ ="

Code of Conduct

6/30/00



ol

Foss g"‘ﬁwﬂ;

i

i

i,

g
PRAEYAY
St

ol

i




Contents

Joe Maeckins Massage
(v Vision and Character
Aboirt thy Code of Corduct
Maky Ethical Decisions
Rugort Violations

Hluintsin 5 Professicnsl

Wk Emvivonmen]
Kon-Disorimingtion
Sexvai Harassment

Avaid Confiiciy of Interost
Employment of Relatives
Outsitfe Intarasts
Giving and Accepting
Business Courtasias
Insidar Trading

Safeguard (ur Employees
and Qur Assely
Envirgnmental Health
and Safety
Physical Property
and Securtty
Inteltactual Property
and Information

Our Relationships
with Gthers
Our Customers
Qur Competitors
Qur Suppliers

Gavernment Relations
Government Relations
and Business Dealings
Political Conzributions
and Activities
Government Investigations
Affiliate Relationships
Service of
Legal Documents

International Business
Foreign Corrupt Practices Act
Export Controls and
International Boycotts

Resources

Index and References

15
15
16
18

18

12
an
21
21

21
o)

23

A




Gear Colleague:

Ag v wirk fngether at Qwest to change the way the world communicates, we have
piEititig new opportunities in a dynamic and competitive global marketplace. Amidst the
shatige, ong thisig that must remain constant is our uncompromising commitment to act
with integrity and 1o conduct business according to the highest ethical standards.

The trust and confidence of our customers, shareowners and employees remain our
most valued assets and our reputation for hanesty and integrity depends on the
imdividual decisions we make every day.

That is why this Code of Conduct is so important,
« The Code emphasizes our commitment to executing work with excellence.
% 1 links our vision, business priorities and standards of conduct.

= Tha Code recagnizes that we are faced with difficult decisions in a rapidly changing
industry, and provides a framework and resources to help us make the right legal and
athical choices.

Plaase review this booklet carefully, ask questions to clarify how the Code relates to
gayr job and report known or suspected violations. Let the Code serve as a guide to your
conduct in megting customer and shareowner expectations.

Sincerely,
64 s

Joseph P Nacchio
CHAIRMAN AND CHIEF EXECUTIVE OFFICER




Our Vision and Character

1t hunld shareowner value by becoming the market leader for worldwide
amd Hebarnel communications and application services.

1 4he pstomer first. At Qwest, customer service is our top priority. We are
ati by customar standards.

+ e are cornmitted to creating shareowner value through growth, continued
sxapuii with prcellence and speed to market.

e sre & team of innovators, demonstrated by our leading-edge technologies and
sy visionary approach to serving customers. We are results driven and accountable
far gt parformance.

s e work Bard, smart and fast to deliver innovative products and services.

& Hp demonstrate gamwark, flexibility, commitment, discipline and professionalism,
tading hy example through our words and actions.

% Wa are commitied (0 open, honest and candid communication with all employees.

« e artwath integrity. We conduct business safely and according to the highest
standards of legal and ethical conduct, believing our reputation is key to our success.




About the Code of Conduct

vm st read and use the Code to help ensure that business decisions folfow our
miment to athics, our policies, and the law. Adherence to the Code and policies
«sential to enhancing our ethical reputation among customers, shareowners, and
ampiioyRes.

The Code and policies are a guide o legal and ethical conduct at Owest.

¢ feview this entire booklet Think about how the Code and policies relate to your job
ané consider how you might handle situations to avoid iliegal, improper, or unethical
acuons.

v {f you have questions, ask your supervisor, Human Resources representative, Legal
atianrs or the Corporate Compliance Advice Line {800-333-8338l.

= The Code applies worldwide to all employees and others who represent o acton -
our hihalf,

« Review the corporate paficies that are applicable to you and your job. Understand
what they require of you and where to ask for assistance.

Employees who violate this Code and corporate policies may be subject to disciplinary
achion ~ up to and including termination of employment.

Make Ethical Decisions

A faw or policy will sometimes dictate the reguired conduct to make an appropriate
secision. More often, you must interpret the situation, seek advice and make
athical choices.

when faging a situation, ask these questions:

e Are there laws and regulations to consider?




» [ges the decision comply with Qwest policy and thus Code?

o How does this decision affect you and athers [customers, sharegwners, supphers,
pariners, competitors, Qwest, and other employees)?

o Hpow does the decision look to others? Even an innocent action can haee the
appearance of wrongdoing.

s How would it look if this decision were made public? Could it be sxplames?

« What implications will arise from this decision” Would additional advice be helpfal®
Your supervisor is usually in the best position to helg. Contact the Cargrate
Comgpliance Advice Ling if you need additional assistance.

Report Violations

You are expected to recognize and report actual or potential problems and seek atdvice
when you have a question. If you observe or suspect a violation of the law, the Code or
Qwest policies, report it to your manager, or to the Corporate Compliance Adwice Ling
1800-333-8938). Qwest investigates reports of suspected viotations. Emplavees whi, in
good faith, report suspected viclations. will not be subject to disciplinary action.

You may make anonymaus reports. We will attempt to keep your name confidential it
you make anonymous reports. Howaver, if we determine that we should raveat an
employee’s identity to enforce this Code or to comply with applicable law ot judicust
process, we will do so.

You must cooperate in investigations of alleged vialations of this Code and ather
corporate policies.




vou are responsible if you violate the Code even if you report the viglalions

We may discipline managers who condone. permit, or fail to take appropriate athign
against the illegal, unethical or improper conduct of others

Maintain a Professional
Work Environment

Qwest values the unique contributions of each individuat employee. We trust that as
valuable members of the Qwest team everyone will treat ane another with courfesy.
respect and dignity. Managers at Qwest maintain an “open door” policy ragarding
employee questions, You are responsible for maintaining 3 professional and productive
work environment and should bring questions and Concerns to your manager

NON-DISCRIMINATION

Qwest supports equal employment opportunity and complies with affirmative action
sequirements. Do not discriminate of harass on the basis of race. gender, aga. sexual
arientation, refigion. national origin, disability or coverad veteran status. You arg
responsible for promoting a workplace free of untawiyl discrimination and harassment

SEXUAL HARASSMENT

Sexual harassment is illegal and strictly prohibited. Sexual harassment can includs
unwelcome sexual advances, requests for sexual favors, unsolicited physical contact,
unwelcome flirtations, offensive verbal, visual or physical conduct of a sexual nature,
suggestive or lewd remarks, unwanted hugs or touches, offensive jokes or wsuals,
pornography and sexuafly explicit material.

Sexual harassment can manifest itself in subtle ways. Actions made without any
intention to harass may upset or offend others Even conduct that does not rise o the
level of unlawful sexual harassment may violate Qwest policy and be grounds for
discipline.




KEEP IN MIND

o i Heman Apsouecas FED v

nant Report aiaged viala
Ayce Ling 1900-333-89351
o Lz il o0t rolerale Rarassmant i ary T e IR T oo et

phoas, carfochs, of plactronic matt

L4

e Aanaaers must raport i take oo

Avoid Conflicts of Interest

Always act in the best interests of Qwest and safeguard our reputation from any
conflicts of interest of even the appearance of a conflict. Avoid any iovestmest, Imtacast,
association, or activity that may cause others 10 doubt your judgment or integeity, ur that
interferes with your ability to perform job duties objectively and affectively

EMPLOYMENT OF RELATIVES
You may not supervise relatives or axercise direct or indirect influgnea over nthat
employment decisions involving your relatives.

DUTSIDE INTERESTS

|f you or members of your family have financial interests in a competitor’s or supplier’s
firm, you must not allow those interests to impact your ability to miaks fmpartial
decisions on behalf of Qwest.




Yau must obtain advance approval from Legal Affawrs if you plan 10 sefve on an 2y tanfe

hoard |for-profit, non-profit, technical advisory) Report all time spent on cutside board
activities as personal or vacation.

if vou hold a job outside of Qwest. it must not interfere with your abdity to make
dacisions i the company’s best interest or to perform your duties on behalt

of (west during required business hours, Employment by a suppliar or compatiter

s a conflict of interest and is nat allowed unless approved by Corporate Compliance

An employse’s direct investment in stock, warrants or options issued by any athet
company may create a conflict of interest if the other company has & commarcral o
equity refationship with Qwest. To avoid a conflict of interast, Legal Affairs must
approve. in advance, all direct investments, including "frignds and family” programs.

You must notify your supervisar and Corporate Compliance prior to seeking of being
appointed to public office.

KEEP IN MIND
o O apt use company tang, matenals. miprmation gr pther as
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GIVING AND ACCEPTING BUSINESS COURTESIES

Your interests conflict with those of Qwest when you use your position {dirgetly of
indirectly) for private gain, to advance personal interests or to obtan favors ¥ you
arg in a position to make or influence a decision regarding a business transaction
between Qwest and a third party, you must not accept anything of substantiat
value from that party.




Avoid giving Or accepting any item, including cash or its equivalent, that could be
construed as a bribe or kickback, or that could give the impression of trying ta wntluence
husiness judgment,

The reasonable and infrequent offer or acceptance of refreshments. meals or
entertainment in connection with business discussions is an acceptable busmness
practice (if consistent with departmenta! procedures, business expense guidehnes, ant
if properly approved).

Unique laws apply to government officials and employees. Understand applicable
regulations when doing business with government agents or employees. Exercise goad
judgment in offering meals and other courtesies to public officials. ln some instances.
this is prohibited by law. For more information, contact Palicy and Law or Corporate
Campliance. If you conduct business internationally, understand and gbey all applicable
1aws and regulations, including the Foreign Corrupt Practices Act.

INSIDER TRADING

Faderal law prohibits all employees and others from buying or selling Qwest senuritias
{and those af other companies under certain conditions) based on information nat
publicly available that could affect the price of the securities. Do not disclose of use for

your personal gain non-public information acquired by reason of your rélationship with
Qwest.

Such information includes: financial forecasts of results; product information; Comtracts,
marketing plans; proposed acquisitions or divestitures; and strategic plans of
information about significant changes or developments of Qwest ot a company that
does or has done business with Qwest.

Do not trade Qwaest stock during “no trade periods” if you have been notified that you
are subject to this restriction,

KEEP IN MIND

o Ing:der tracing also includas “hoping " or tellng others about
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Safeguard Our Employees
and Our Assets

You must protect Qwest's assets, safeguarding them against loss, damage, misuse ar
theft Failure to do so has a direct impact on Qwest's profitability and ultimataly an afl
of our jobs.

Assets include, but are not limited to: employees, facilities, property. equipment,
computers, furnishings. tools, supplies. funds, time, communication systems. records
(reqardless of format — paper and electronic), information. trademarks, copyrights,
patents, trade secrets and cther intellectual progerty.

{1se Owaest assets anly for legitimate business purposes. Do not access company
infarmation or use Qwest assets for personal reasons. Qwest may inspect, disclose and
sxeroise cantrol gver any and all of its docurments, communications systems, eguipment,
facilivies and other property at any time, with or without notice

ENVIRONMENTAL HEALTH AND SAFETY

ENVIRONMENTAL PROTECTION Qwest commits to protect the environment through
initiatives to reduce the demands/impacts of our business on naturat resources and the
pavironment. We also promote various customer services that offer epvirgnmentally
friendly afternatives 1o transporting people and goods.

¥ou share the responsibility for making enviranmentally responsible decisions. Our
environmental palicies help you perform your job in an environmentally responsible
manner and in compliance with applicable laws/regulations. You must teport
enviranmental hazards to your manager, who will take corrective action as necessary.
after consulting with Environmental Health and Safety {EHS).

SAFETY AND HEALTH Qwest commits to providing you with a safe and healthful
workplace free of recognized hazards. Meeting this commitment is a rasponsibiily
shared by Qwest and each of its employees.

‘We provide job-specific training, tools and resources to facilitate compliance with
workplace safety and health laws/requlations and we expect emgioyees t0 intiow




applicable safety practices. Managers are responsible for ansurng employees recews
required safety traning and for enforcing ail applicabte safety policies ang pracedures
in the workplace.

We are required to report and record all work-related accidents, Accordingly, you must
report work-related accidents immediately to your manager. Work-related aceiderits must
also be reported to UNIcall (B00-654-2525). Managers are also required to investigate aif
accidents. EHS is available to assist with accident investigations. In all cases, managers
must contact EHS prior to beginning an investigation involving a fatality o serius thisd
party liability.

Unsafe conditions must also be reported to your manager. If an unsafe condition sxisty,
managers must pravide necessary warnings or correct the situation as soor as pogsitily,
EHS is available to assist in the evaluation of these situations and to provide gidarcs i
correeting unsafe conditions.

KEEP IN MinD
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WORKPLACE VIOLENCE To preserve employee safety and secunty, we forfnd weapars.
firzarms. ammunition, explosives, incendiary devices, and cases/holsters/ sheaths frr

Weapons on company property, in company vehicles, in the workplace ar whiie :
a business capacity. Additionally, we will not tolerate acts or threats of vit
threatening language — verbal, wnitten or visual — gestures. and hehavicr)

Repart behavior that threatens the safety of employees or graperty or Fas the grtent
to became violent to Security (888-879-7328). your supervisor, Human Resgurcas
representative or the Corporate Compliance Advice Line {800-333-8938}

OFF-DUTY MisCONDUCT Off-duty misconduct may adversely affect workplace safaty,
your fitness for duty, or Qwest's corporate image. Managers must report any kot
arrest ar conviction of any employee for a felony, misdemaanor or any other crisminal
ottense 1o the Corparate Compliance Advice Line (800-333-8938) Employees who are v
safety sensitive positions or who operate motor vehicles or aircraft must immedatsty
report certain traffic tickets and violations ta their SUPBIVISOrS.

BACKGROUND VERIFICATION Qwest may conduct background verificatians for any
reason. at any time. Depending on the circumstances, employment. transfer or
promoation may be terminated based on the infomatian obtamned

DRUG AND ALCOHOL USE The trust and confidence of cur custorsers and shasaawnary
as well as the heaith and safety of our employees, depend on a workplace fres ham
sffacts of substance abuse, The misuse of drugs or alcohol negatively aftects producindty,
attendance and on-the-job safety. You are forbidden to sell. distribute, manufacture
dispense, possess, transfer or use illegal drugs or controlled substances during thi vk
day, on company time, or on Qwest premises. You must not possess of use alcehot
when working in a safety sensitive position. ilegal drugs. controfled substances and
alcohol are prohibited in company vehicles. Alcohol may not be served or consymiag g
company premises without pre-approval from a company officer. When alenbof i3 zenvad
at social events attended in the course and scope of employmant, employees who
chaose to consume alcohol must do so responsibly.

Employees unfit to work due to the effects of alcohol or drugs are subject to Esnmlonary
action up to and including termination from employment. We reserve the nght 1o
conduct drug and alcohol search and screening procedures cansistent with apphicatite
laws. Breathalyzers or any other alcohol or substance ahuse monitoring of gation

interiack device shall not be installed in any vehicle used for company business




PHYSICAL PROPERTY AND SECURITY

ACCESS CONTROL You must comply with the ievel of access contrai i
of 1D badges) implemented in the facility or building where you
authorized wisitors i the workplace and escort visitors throughout Qaast fsodnes

PERSONAL BELONGINGS You are respansible for any nersonal befongs
Brought to the workplace. We assume no responsibility or liabdity for the foss
personal belongings. Qwest reserves the right to inspect any fams af porsoral argRTlyY
frought to the workplace including bags. cases, parcels, ar automolles

COMMUNICATION SYSTEMS Our communication systems are prowded for bu:
use. Exceptions for personal use require Supervisory approval and mugt be cangistdat
with company policies. Communication systems includs but are nat limited to:
computers, telephones, video conference equipment and facilitias, faxes, wigs mad
systems, Internet, intranet, e-mail, hard drives, disks and mai delivery sysfems

You must prevent misuse of Qwest equipment and systems and must take
precautions to protect them, (e.g., password protection and anti-vieus softwargt

Do not install or use unauthorized software with (west compuler eguHEmENL.
Duplication of licensed software is prohibited unless specifically authonzed in 8
written vendor licensing agreement. Violations may lead to action agamst ndhvdpak
and the company.

We will report to authorities any individual access. transmissian, or knovwr: feceust af
illegal information through a Qwest communication system.

Qwest communication systems are Qwest property and are ot private. o do not TV
a personal privacy right in any material created, stored, received or sent through &
Qwest communication system {including computers, tetephanes, haxd drwes. disks. et}

By using Owest communication systems, you consent 1o Qwest’s monitorkng thege
systems and acknowledge and agree to Qwest's right to conduct such minng,
Owast in its sole discretion reserves the right to access, monitor, oy, transerde,
forward, download, delete, capture and/or disclose ail communications sent vii any
Qwest communication system, at any time, with or without priar notice




{NTELLECTUAL PROPERTY AND INFORMATION

{HTELLECTUAL PROPERTY Qur trade secrets often result from a significant investment

of Qwest resources. Intellectual property is an important asset that helps with gur
competitive advantage and, therefore, must be protected. Examples of intellectual property
incipde: the Qwest name, 1ogo. trademarks, copyrights, patents, softwars, confidential
information, ideas, inventians, discoveries. research, plans and strategies.

“¥ou must take measures ta protect Qwest's intellectual property and to avoid infringing
on the intellectual property rights of others. Refer any misuse or infringement of (west
tellectual property to Legal Affairs.

Copyrightable warks by Qwest must contain appropriate copyrignt notices snd be
protected against unauthorized copying ar distribution.

Provide to Legal Affairs new product names and other trademarks or new product weas
that may be patemable.

CONFIBENTIAL INFORMATION You must safeguard all confidential information. Use the
information for Qwest business only. Disclose it anly to-those people with a legitimate
need to know. Bo not discuss it with people outside Qwest, including family, and do not
yse it for personal-gain, Do ot jeave confidential records out where they can be easily
read by others. ’

improper disclasure of receipt of confidential information can expose Qwest o fiability and
e loss of intellectual property rights. In condusting business, do not ask for Information
1 which you are not entitled and do-riot disclose information that must remain private.
Make sure that you understand and comply with the special rules regarding customer
proprietary network information,

company Recorps The faw requires Qwest's books and records to accurately reflect
wansactions, Falsifying company records. including financial records, inventories,
equipment installation and maintenance reports, sales transactions, product iests,




permits UCenses, contracis, expense records, sarvice records, payroll and ume repons,
approvals and authonizations 1s a serious offense that can lead to termination

PERSCNNEL RECORDS  Access to personnel records s limited and must be obtaines
through Human Resources. Employee infarmation 1s the exclusive property of Qwest and
15 confidential
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{11SCLOSING INFORMATION TO THE PUBLIC To conform with securities aws and
anufraud requirements and to make accurate and timely disclosures about the company,
Qwest has designated spokespersons who are the onfy personnel authorized to disclose
information about Qwest to the public. Any contact with the media or the financial and
investment communitias must be directed to Corporate Communications. Any inwiation 1o
speak to outside groups must be forwarded to Corporate Cornmunications for revisw and
approval. The posting of any information to an internet chat reom is a vodation of Owast
policy.

Our Relationships with Others

OUR CUSTOMERS

{(lwest provides services that reach into the personal and professional lves of our
customers. They have entrusted us with their account information and communications
data. Maintaiming the privacy of customer information and communications is a serious
respansibility. Our ability to attract and retain customers inges an the mannar in which




we protect their information and communications. You must comply will ¢
that have been developed for the care and safeguarding of customar &
Questions should be directed to FCC/Requiatory Compliance

o Acoessing Customer Recoios — AcCess customer accounts, recuss am
for authonzed business purposes.

o Custgmer Communicalions — Customer communications {data ang ok
confidential. Never tamper with, record, listen to or divulgs any custdr
communications, except when required in the proper managemant of
or when required by law.

» Customer information — We possess certain customer information that i
special protection under federal law/regulations Telseommunicaliteg
FCC and Customer Propnetary Netwmk Mfo;mamn rnamcamems} ]

right to dxrect us to pravrde mformatmn o mher ﬁames mrmmﬂg %
We are obligated to comply with these requests to 1he extent required by faw

¢ Sales ang Marksha
products and QE‘:r\m:es we 'ﬁmt do 50 within the rmf i :
engage in illegal or unethical activities ta obtain busioess *at; unst gEs
represent Qwest products and seevices.

o Unlawiul Use of Qwest Serares — I you Suspeet a-oustama ¢ ;
services for untawful purposes, you should report it immediately t Setusite

OUR CGMPETITORS

Compliance with antitrust and unfair competition taws is ey imporant 15
Because of the complexity of these faws, you should seek aovice trom Lag
you have guestions.

The following guidelines will help you avoid vinfations o antitrst and un
competition laws:




o Do not directly or indirectly enter il
cestrain trade. This would include grite
customers and boycatting. Nevar discas
with competitors

o [p not make falss, misleading o &
organizations or their products and s
of gur products and SrvicES.

o Customers who are aiso sompeing
disadvantaged in the levels of sas
not improperly use whoigsale &

Gather information about the matks
ethical methods fe.g.. publicly avaslable
surveys and product analysisi

Never steal or unfawfully use rHoumation
oroprietary and confidentiat ntoematian
or even illegal industrial espignage.

Likewise, you must always take siep
sabotage. Any attenipt by gthers &0 Hah
Dwest must be immediately repones

KEEP IN MIND

Y e £ Fryifs X
Npver s ihe fodgn

o Cenminal gois such g3 3

o Misrapraseniangn o

» Dumpstar duang

o Hiing of suregyiig &

befonging (o g




OUR SUPPLIERS

principles of ethical busingss behavior g

and authority levels}

if you have a personaf or fanuly 2
must take sleps 1o ensure that dads
objective input and judgment

o not accept gifts ot busings:

connection with businigss may be a2
Procurement.

Government Relations

Our interactions with govarnment aé
whether they are customars it ui ¢
special obligation to kngw e b
branchss of federal. state and fneat

GOVERNMENT RELATIONS AND BUSI
Contracting with a tedsral, state o fat e
When we contract with & guvaenemas
places us in & position of wust, with 5p
Always avoid activities that may e o
government agencisg, officials ang sy




¥ou must not authenze, offer o
or favors (etther dirsctly or wdiragih
or amployes. This may be Heg

As a supplier to the gows
highly sensitive infarmatian

priority. In certain sitatine
provide services o & §ovet

Federal and stats laws go@
procuremment officials Legel
government amviloyess.

We reqularly grovide &
candidates for aler ;
within alf approprats bus
responaible for rataimm
serviess, egisiative/s
informatian and renorts ol
ahsolutely sssent
the govermment.

KEEP v BHND




nas

3
i3

TR

Il
&

i
1wt

LR

the

i

ik

GOVERNMENT

I

Wik G 1

A

(£

gra ]

=

ruid

Raeordy
#




AFFILIATE RELATWNSH??S
State and fedaral reguiatony =
wansactions batween N8 v

21

These raquirements covay

o Asset yansters

o Provision of products 90 $8¢

Altocation of costs bt

information fow betwees

©

Technology compansatian
o Affiliate restruciunag

The rules are often oot e iy
reporting and regulatory seprovals.

Contact Legal Affairs of Regulatary Ao
or business dealings between Tt gl

SERVICE OF LEGAL OOCUMENTS
We must respond to praperly o b
respond appropriatély can haue 948
regarding the service of 5 egal o
authorized to accept the fagal gonu
Affairs. Legal Affairs i§ respons '
and retaining outside tegat counser
with legal documents refating 1 1y
documents to Legal Attairs.

International Business

As a responsible member of the ntgendl
products and services at fair pricns 4l
and services, not on favors. Gt coms i
corrupt business praniices and kepging &
such praclices.

-
s




\We recognize that in some internatibnal markets we el gn
cuttural practices that ciffer from those of the U S Wewilh oo
U S. regulations and restrictions in deating with atier couries., 45 well 88 ¥
and restrictions that apply in those coumnes

The laws governing international business are ComprRaRnsN
business practice prohibitions, export controls, trada sancis
requirements. These laws are often complex and subjedt
Affairs for questions on international busingss deglings.

FOREIGN CORRUPT PRACTICES ACT

Under the Foreign Carrupt Practices Act ECOAL cur sttt a5 & f
requires that we establish internal accounting conteols and fad
accepted accounting principles in all sperations worldwids 58
and accaunts must be accurately ang truthfully racarded and raporiag

The Foreign Corrupt Practices Act also profibils us farud it 8
directly or indirectly offering, prorusing 1o ¢av, f aythins
anything of value to foreign government officrals, pobdica
purpose of influencing their acts or deersions

Failure to comply with the FCPA can rasuit i submtaiat neost
and corporations. This can include fings, imprisanriant vt
privileges.

EXPORT COMTROLS AND [NTERNATIONAL BOYCOTTS
Several U.S. laws restrict trade with certawn countries. fthe % ey
certain technologias lincluding products, services, data anid
worldwide must comply with U S. export restrctions, £ :
the legal trade status of any country of technoingy should ¢

You may not cooperate in any way with unsanchongd fors
friendly to the U.S. Any request for infarmation o 327
iflegal boycott must be reported immadiately 1 Lags:




Resources

Carporate Compliance has overall responsibility far the implementation ¢ Fihe
Conduct and all corporate poticies. Employees are accountalle for knows
by the corporate policies and this Code. You are expectad t ravisw ani §
familiar with the corporate policies.

The Code and policies may be found at the Corporate Comgliance intrang! sie of
under departments,

The following resources are also available if you have quastions about Tt staodands
and policies:

Corporate Compliance Advice Line ... ... ... . .}-800-333-893%

Conflict of Interest Issues... e

Corporate Communications - Medla Inqmnes e e e
Public Speaking Requests S

Disaster Recavery Hotline ... BT

Environmental Health and Safery Issues

FCC/Reguiatory COMPIIENEE. ..o s sttt
HUMEN BESOUITES ..o eveeet oo ensst o obiies e — .
LEAAI ATBITS ovvvves et et e i v
Policy and Law

Procurement ...
Records Managemem
Regulatary Accountmg
Security ... [SIUOIUTORO . -
UNicall (Hepomng clalms and EHS assnstance) |




Index and References

NOTE: THE CODE OF CONDUCT AND ALL THE POLICIES LISTED BELOWV CAN BE FOUND

CORPORATE COMPLIANCE INTRANET SITE.

&F THE

Topic Page Policy Referances

Access Control 13 Company Property - Protectinn of Assets

Accidents, Work-Related 1 Safety and Industrial Hygiene:
Environmentat Issues

Affiliate Relationships 2 Telecummunicatians, Aeguiation and
Competition

Alcoho! and Drug Use 12 Substance Abuse

Anonymous Reports 5 Reporting Vialatians and nvestigatidas

Antitrust 16,17 Telecammunications, Hequlation antf
Competition

Assets, Pratection of 10-15 Company Property - Pratection of S3uels

Background Verification 12 Background Verication

Boards of Directors, Service 8 Canflict of fntsrest

on Dutside

Boycotts, International 22 Interngtional Transastions and Dussatinns

Bribes 9.19,22  Conflict af Interest, Govarmment Helations ang
Tnvestigations; internationat Transactions and
Operations.

Business Courtesies 8,922  Conflict of interest: Govetnment Refations dnd
tnvestigations

Communication Systems, 13,14 Company Praperty - Prataction of Assets

Personal Use of

Company Property - Protection of 10-18

Company Pragerty < Protection ot &5ty




Topic Page

Policy Referances

Competitors, Relationship with

7.8.14.16, 17 Conflict of Intarest. Inte

Telecommunications, Regutats &
Competition

Computers, Parsonal Use of 13,14 Company Property - Py
Confidential Information 14-16 intellectual Propeny, 2
Protection of Asgers,
infgrmation;
and Compatitian
Conflicts of Interest 7-3 Condlict of Intarast
Copyright 14 Intellectuat Propesty
Corporate Communications 15 Uisclosure of Carporate nfe

Speaking

Corporate Campliance Advice Lined, 5, 7. 12. 23

1.800-333.6935

Credit Cards, Company-Provided 15 Empitayes Travet ;
Haimburserient

Crisis Management 1 Crisis Managament and Sumenaticdtans

Customer Records 1516 Telecommunications, Beguiation s
Compatitian

Customers, Relationship with 15,16, 18 Telscommymication
Compatition: {s ik
invastigations

Disaster Recovery Hetline 2! 1-800-204-8548

Discipline ¢ Distipling

Disclosing Infarmation 1o the Public 15

Disciosuts of £

Discrimination see
Non-Discrimination

6.7




Topic Page Policy Refarances

Drug and Alcohat Use 12 Subsiance Abuse

Empioyment-At-Will inside qua} Empl(‘.‘;‘mel‘;tli‘s["‘f‘f'“xlé

Employment of Relatves 7 Contticy of interast i
Emptoyment, Qutside 8 tin v

Contiins of intarast

Entertainment, Business 8.9.18  Conflict of intazest Sovstusen) ¢
investigationg
Environmental Health 10-17  Enweonmental saes 54t
and Safety [EHS) Hygisne
Espionage, Industrial 17 intaflectuat Brgerty
Ethical Decisions 45 Corporate Comptiance Pragrast
Export Controls 2
Firearms on Company Property 12
Foreign Corrupt Practices Act (FCPA} 9,22 Intematicnal Transacti
Gifts 8.9.18. 19 Conflict of intersst Sovrnmant
Government g 11 iy
Government tnvestigations 110
tsspas Sen
Refationy o Inveilig
Harassment 6.7  Harassment, X
Hazardous Situations, 1011 Safety and industaat

Materials and Equipment

Envirgneeniab
Ca UNieall £e00:

Health, Safety see Safety and Health  10-12

Insider Trading 8 inigidar Yeading
intellectual Property 14,15 Intelentust Bapeny
International Business 9.21,22

intarational Bang

Investigations

5,11, 20, 2

Ragarsing W
Envitgnimantal
Hygeeng; 58

- . e i .
nvashgtinns: e L8




Topic Page Policy Relsrences
Invesiments 8.9

Kickbacks a9 22

Legal Bocuments 21

Meals, Refreshments 91518

Non-Discrimination g7

“No Trade Period” 3 '

Off-Duty Misconduct 174

Outside Counsel 3

Jutside Interests, Employment 7.3

Personat Belongings 13

Personal Use of Communication 13,4 Campany Biperte - Flatiet
Systems

Persanne! Records 15

Physical Property and Security 13-14

Palicy and Law Consuitants it

Political Contributions and Activities 19.20

Privacy, Custamer i5,

Privacy. Employee 13 s,‘rwmm it
Procurement 1

Protection of Assets 15

see Company Property

Public Refations see 15

Corporate Communications

Records, Company 115




Topic Page Palicy Refarances
Relatives. Employment of 7 Conitict of nterast
feparting Violations ' 5.7 Hemrzmé ;éfaiatzaus kL
Sexual Hamssmeny 7
Resources 2
Retaliation 57 Reparting Yint tagnér‘af%z;
Non-Tiscrimingbas,
Safety and Health 10-12 Safety and i‘ﬂﬁ:fgéir‘e ;¥
Sales and Marketing 16

Compattion

Security, Corporate

12,1647, 83

Company Pragarty - Prterton et 453

Service of Legal Documents 21 Service of Legat Qda:m Y
Sexual Harassment 5.7 ' Nor-Discrimination; Sesy
Smoking 1 & tndlus
Software, Unauthorized i3
intelectush Praery
Suppliers, Relationship 75,18  Coaftics of interest, Frodeamint
Telephone Numboers 22 ‘ V
“Tipping” g mésder ?za’fgﬁg:;'
Trademarks 1 Comgany Proger - f’%r’:-téw..
mteltastusl Yroety
UNicall TR

Vendor see Suppliers, Relationship 7.8,

yiotations of Cude of Conduct 4-6 Reparting Yiotauans and fpvidl
Violence in the Warkplace 12 workpiaoe Viclance
Vision and Character 3

Visitors see Access Control 13
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ride the light
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Employee Obligations

» Every Qwest employee is expected to understand Section 272 require'ments

. What should you do if you have questions about Section 2727

_ Refer them to your supervisor, of

— Contact your FCC/Regulatory Compliance Manager
FCC/Regulatory Compliance Managers may be found at:

Telecommunications Act of 19986

. Prior to 1996, the Regional Belt Op
Corporation (QC) were prohibited fr
their service territories

. The 1996 Telecommunications Act (Act) allows an RBOC to provide

\TA services within its region once certain requirements are met

. Requirements are primarily outlined in Section 271 and Section 272 of the

Act

erating Companies (RBOC) like Qwest
om providing interLATA services within




ride the light
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Definitions

. Qwest Communications International inc.. the publicly-traded parent
company of all Qwest affiliates

. Qwest Corporation {QC): formerly known as U S WEST
Communications, Inc., QC is the’pre-merger U S WEST” incumbent
local exchange carrier and Regional Bell Operating Company (RBOC)

. Qwest Communications Corporation (QCC): the "pre-merger Qwest”
operating company and separate 272 affiliate of QC through which

Qwest will ultimately provide in-region, interLATA services upon receipt
of 271 relief




ride the light

M

. Defines requirements QC must meet to show that the local market is open
to competition so that it can enter the in-region, interLATA long distance

market

. Contains 4 key provisions plus audit requirements

1. Competitive checklist - also know as the “14-point checklist’

2. Interconnection agreements or Statement of Generally Available
Terms and Conditions (SGAT)

3 Section 272 affiliate 10 provide in-region, interLATA long distance
service

4. Public interest showing that demonstrates QC has opened 1s local markets 10
competition




. Qwest Communications international Inc. must create a separate affiliate
and properly operate the separate affiliate in order to be permitted to offer
in-region, interLATA long distance service:

_  Section 272 (a) - Separate Affiliate

_  Section 272 (b) - Structural and Transactional

_  Section 272 (c) - Nondiscrimination

_  Section 272 (d) - Biennial Audit

_  Section 272 (&) - Fulfillment of Ceriain Requests
—  Section 272 (f) - sunset Rules

_  Section 272 (g) - Joint Marketing Provisions

. Section 272 defines the separate affiliate structure and business
relationship between QC and QCC, which is known as the Section 272 or
~ |ong distance subsidiary |

=

021262001 T =




ride the Hght "

272(a) - Separate Affiliate

« QC may only offer in-region, interLATA long distance service through a
separate affiliate

272(b) - Structural and Transactional

. This section is a critical component of Section 272

_  Assures competitors that QC and QCC are operating independently and QCC s
not receiving preferential treatment that would give it an unfair advantage in the

market

. 5 Kkey provisions must be demonstrated to show separateness
— Operate independently
—  Separate books, records, and accounts
= S-e‘pa‘r?a;té*offi‘cers, directors, and employees
m's length, reduced to writing, and posted on the Internet

~emeroot - 5



272{b){1) - Operate independently

facilities, or the land or buildings

<]

QC and QCC cannot jointly own network

where those facilities are placed
No transfer of any network facilities from QC to QCC
No operation, installation, or maintenance (O1&M) of QC's facilities by QCC

No O1&M on QCC facilities by QC or any other Qwest affiliate
ot provide discriminatory access 10 network service

o

« QC cann

272(b)(2) - Separate Books, Records, and Accounts

s, records, and accounts separate from the books,

« QCC must maintain book
records, and accounts of QC




ride the lighi

272(b)(3) - Separate Officers, Directors, and Employees

.  QC and QCC cannot share officers, directors, or employees

&

Employees who perform functions supporting QCC are required to report
their time so that QCC can be billed appropriately

272(b)(4) - Creditors of QCC may not have recourse to QC Assets

e

QCC cannot obtain credit under any arrangement that would permit a
creditor to have recourse to QC’s assets

QCC's obligations are not co-signed by QC; nor are they co-signed by
Qwest Commiunications International Inc. in a manner that would allow
recourse to the assets of QcC




h, Reduced to Writing, and Posted on the

272 (b){5} - Transactions at Arm’s Lengt
Internet

ons between QC and QCC must be reduced to writing

« All transacti
stand-alone agreement, of service

Transactions are documented by tariff,
agreements

e

. All fransactions between QC and QCC must be posted to the Internet within

10 days by Regulatory Accounting

and conditions of every transaction must be publicly available 10

- Rates, terms,
feguards are maintained

ensure accounting sa

\ if you are a QC smployee providing service to QCC,
or a QCC employee providing service to QC,

\‘, : make sure Regulatory Accounting is involved.

—oi2001




« QC must provide the goods, Services, facilities, and information it provides {0
QCC to other long distance carriers at the same rates, erms, and conditions

. How does QC and QCC demonstrate compliance with Section 272(c)?
- QCC must obtain information and services through the same QC processes as
other interexchange carriers

_. QCC must obtain other services through a QC carrier account team in the same
manner as other interexchange carriers

_ QC must post transactions between QC and QCC on its Internet site

~ Generally, QC employees must treat
Qwest Communications Corp like any other fong distance carrier.

et

0212612001 10
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272(d) - Biennial Audit

. Section 272 requirements will be audited every two years beginning twelve

months after Section 271 authority is obtained and QCC is providing in-
region, interLATA long distance services

272{e) - Fulfiliment of Certain Requests

. QC is prohibited from providing any facilities, services, or information
concerning its provision of exchange access to QCC unless such facilities,
services, or information are mnade available to other providers of interLATA
services under the same terms and conditions

o

et s sescpens , 1"
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272 {f) Sunset Provision

» The provisions of Section 272 (other than subsection (e)) shall cease 1o apply
three years after the daté that QC or QCC is authorized {0 provide interLATA
services, unless the FCC provides an extension

272(g) - Joint Marketing Provisions

on 272(c) nondiscrimination requirements

. Provides one clear exception to Secti
d, QC may jointly market in-region, interLATA

_ Once Section 271 authority is secure
long distance services with QCC
. Like all transactions, QC must documen
them to the Internet within 10 days

t joint marketing agreements and post

12




[

You must understand which legal entity you work for. st QC, QCC or
another Qwest affiliate? |

if you are providing service to another entity, you must make sure
Regulatory Accounting is involved so the transaction can be recorded under
FCC rules

If you are a QC employee, you must generally treat QCC like any other long
distance carrier

If you are a network employee, you must understand joint network and
Ol&M restrictions

If you have questions, contact your supervisor or FCC/Regulatory
Compliance Manager
If you still have have questions after talking to your supervisor or
FCC/Regulatory Compliance Manager, you may:

— Send email questions to "

_ Section 272 Affiliate Transactions web site at

_ Corporate Compliance Advice Line 800-333-8938

e T T e R TS P T A YR RS
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Section 272 Compliance for
Qwest Corporation Wholesale Empioyees
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ride the light

Employee Obligations

< Please ensure that you have first read the 272 overview package, Conducting
- Business after Long Distance Re-Entry, found at:
hitp://theq.qwest.net/Departments/iegal/training/27 2training. pdf
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at dees all this mean to me as 2

ride the light

west Corporation Wholesale emplioyee? .

h W.‘% v

Qwest Corporation (QC) is prohibited from discriminating between Qwest
Communications Corporation (QCC) and any other entity in the provision or
procurement of goods, services, facilities, and information, or in the establishment of
standards. With the exception of joint marketing activities, all permitted services
provided to QCC must be made available to any other non-Qwest entity under the
same terms, conditions and price as provided to QCC.

— When QCC identifies a need for products, services and information from QC,
QCC must submit that request via a formal review process to ensure compliance
with the nondiscrimination obligations

— When other carriers request goods, services, facilities, or information from QC,
those requests must be submitted via another review process to determine if
similar requests have been granted to QCC. if $0, these same goods, services,
facilities, and information must be made available to other carriers under the
same terms and conditions.




ride the iight .-
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1. QCC will complete a “Qwest Communications Corporation Request for Affiliate
Provided Products/Services/information” form detailing their business needs. This
form can be found at

hﬁp://iheq,qwest.net/departments/legaI/training/requestforservices.doc

2. Any request for standard tariff offerings will continue to go through the QC Wholesale
Carrier Account Team for QCC.

3. QCC will submit the form to their QC Wholesale Senior Account Manager for review
and consideration.

i if the service is not offered by QC - QCC will contac! the party direcliy.

i if the requeslis for a service currently offered under the Master Services Agreement the
Senior Account Manager will forward the request fo the Business Unit Affiliale Manager to
prepare a8 work order.




6.

Bia PSS

ride the tight .~

The form is forwarded to the Compliance Team. If this is a new request, the
Compliance Team will discuss the request with Lega!l and the associated business
unit to determine the risks to the corporation and the business units willingness to
provide the product/service/information to QCC and if necessary, to others, if asked.

After a determination is made, the QC, Wholesale Senior Account Manager is
notified of the cutcome of the request.

The Senior Account Manager notifies QCC of the "yes" or “no” answer.

AAAAAAAA | PR YOV SR R L ) [ ——

if the answer is "'no” - QCC can appeal the decision io QC officer ievel.
if the answer is "yes” - the QCC Senior Account Manager sends the request to FCC
Regulatory Accounting at Qweslt

Y R




municatior

7. FCC Regulatory Accounting will check to see if an existing Master Services
Agreement exhibit covers this new request.

> if it does, the QC, Wholesale Senior Account Manager forwards the request to
the Business Unit Affiliate Manager (BUAM) to prepare a work order.

- if it is not covered under an existing Master Services Agreement, the Agreement
is amended and approved by QC and QCC. In addition, a new work order is
prepared, priced, and approved.

8. New work orders must be approved before the service/product requested can
commence.

{ﬁ

The approved documents (work order/Master Service Agreement Amendment) must
be posled on the Inlernet within 10 days.




ride the light

If the Wholesale Carrier Account Team receives a request for non-standard goods,
services, facilities or information (other than FCC 5 products) from other
“interexchange carriers, the Account Manager must:

1. Forward the request to FCC Regulatory Accounting.
2. FCC Regulatory Accounting will verify if the service is being offered to QCC.
3. Ifitis, FCC Regulatory Accounting will contact the business unit offering the service.

4. The business unit will work out the details of the service with the interexchange
carrier.




-~

ride the fight
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An agreement is drawn up between QC and the interexchange carrier.

The business unit will forward the agreement to FCC Regulatory Accounting who
verifies the pricing is consistent with the QCC terms.

FCC Regulatory Accounting will notify the business unit to proceed with the service.

The business unit will begin to provide the service.

The services are billed to the interexchange carrier via ihe Bitling and Accounis
Receivable Tracking (BART) system.




FCC/Regulatory Compliance Manager - Debi Adams, 503 242-4617
Send email guestions {0 “ask272@qwest.com”

Corporate Compliance Advice Line - 1-800 333-8938

Carrier Wholesale Organization — www.qwest.com/wholesale

Qwest Corporation Effective Tariffs —
htm://tariﬁs.uswest.com:BDDO!iiop/WA!map?obiectid=0-2826

Section 272 Affiliate Transactions Web site
www.gwest.com/about/policy/docs/long distance.html

ride the light
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Lot nanowadily depvation .Gain amazing procuctiviiy.. Expérignce proves relianiity ane responsiveness., o ous gl ole

JWEST
- DEDICATED INTERNET ACCESS

Dear Telecommunications Manager:

Piecing together "best-ol-breed” solutions to gat dedicaled Internel access can maxe vou crazy. And you st miay not get ihe

bandwidth vou need. What you need is ihe simple, cost effective, comprehensive solution- that you gst with Owsst: :
Dedicated Intarnst Access.

Qwaest's Dedicated Internet Acosss (DIA) provides the productivity that was only & promise befose, Gat highly reliable, highesoeed
irterne! connectivity, All lrom a leading source of internet broadbarid technalogy. All in oneg great oifar,

Now, tor only $799.00 per month,* you can receive a Qwest Dedicated Internet Access Y1 port, a Cisce® 1720 rogtet o-
gite instalkation, and 24 « 7 hardware maintenance agresment, when you sign up for @ Qwest Dedicated fiilerist Access
Package. That helps you to:

> lnerease productivity

= Reduce overticad

» Galn exceptional peace-af-mind

> ...all for one great price.

Owest DIA provides secure. Internet connectivity over ong ol the world's mast advanced OC- 197 bvsadana 1P
mgans you'll get the bandwidth and the scalability you need 16 become more efficient. Ang your'l gafa gven ¢ ;
deating with & single company who can arrange for everything from netwark connesavity, 1o wels hosting, to web-28a

Sa end Ihe madness of handwidth deprivation and managermeant. Sign up for Qwest Usdicsted Infenet Ascass i
month, Simply contact your Qwest representative, Owest Business Partner, or ¢all 1.800.RIDE.QWEST i1 -850 4%, ”?:Br

Then drive your campetition crazy,

Sincerely,

5, Daly
Marketing Diregior
Dwest Commuications, Inc,

ES. Doan'f (el this limited time ofler pass you by. Offer ends 5/31/01.
Call 1.800.RIDE,.QWEST (1-800-743-3733) or visit www.gwest.corm for more information.
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AFFIDAVIT
OF
MARIE E. SCHWARTZ

Section 272

Marie E. Schwartz statas as follows:

My name is Marig E. Schwartz, My Busingss

Mall, Floor 10, Omaha, Nebraska 63102, | am g Dirnel

at Qwest Corporation (“the BOC™} and am responsibila fr «

regulatory accounting compliarice with Section 27

1996 (“the Act).}

R PURPOSE OF AFFIDAVIT

The purpose of my atfidavit is & demonsisatey
to satisfy all of the relevant requiremants of Seciur 27
rules, following Qwest Curporation's secaipt of in-taaian

Dakota.

My affidavit addresses each of the regquirements is

Corporation's Section 271 authosnzation wilt be ggrm

Professional experience, education and oiher &
Exhibit MES-272-1.
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Page 2, Olober
272, and therefore satisfy the statutory requirement for grant of Section 271 authority. .
| also review the employee training and awareness efforts that the BOC has undenaken
to ensure that the requirements of Section 272 continue to be followed.

Throughout my affidavit, | refer to several different companies within the Qwest
Corporate family. Four companies, however, are discussed repeatedly: {13 Qwast
Services Corparation {"QSC"), which is the parent corporation to many Gwest
subsidiaries and provides corporate services to the Qwest family of companies: {2}
Qwest Communications Corporation ("QCC"), which is the 272 Affiliate. (3) GQwast
Corporation (“QC"), formerly known as U 8 WEST Communications, inc., which ig the
BOQOC, and (4) Qwest Long Distance Inc. ("QLD"), formerly named U 8 WEST Long
Distance, Inc., which was the 272 affiliate under U § WEST before the merger with
Qwest and will be dissolved during fourth quarter 2001. For ease of reference,
throughout the affidavit | may refer to QSC, the parént of QC and QCC. as the “Services
Company”, QCC as the “272 Affiliate” and QC as the *“BOC.” Exhibit MES-272-2
illustrates these current relationships.

The BOC has recently received two decisi;:ms approving its compliance with
Section 272. The Nebraska Commission entered an order on September 18, 2001 that

stated that "Qwest Corporation has satisfied the requirements of 47 U.S.C. Section272

2 See 47 U.S.C. § 271(d)(3)(B) (“The Commission shall not approve the authorization

requested ... unless it finds that — ... the requested authorization will be carried out
in accordance with the requirements of section 272.").
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of the Telecommunications Act of 1996 as set forth above"’ Also. in the multi-state
proceedings, a report was issued on September 21, 2001 which stated that, “The record
demonstrates that Qwest has met each of the separate affiliate requirements
established by section 272 of the Telecommunications Act of 1006" *
il. EXECUTIVE SUMMARY
The specific provisions of Section 272 include:
s Section 272(a), Separate Affiliate Requirement
o Section 272(b), Structural and Transactional Requirements
o Section 272(c), Nondiscrimination Safeguards
s Section 272(d), Biennial Audit Reguirement
s Section 272(e), Fulfillment of Requests for Telephone Exchange Service
s Section 272(f), Sunset Provisions
e Section 272(g), Joint Marketing

e Section 272(h), Transition Provisions

Section 272(a) requires the BOC to provide in-region, interLATA long distance

services through a separate long distance affiliate. The BOC will offer such fong

3 )n the Matter of U S WEST Communications, Inc., Denver, Colorado, filing its notice
of intention to file its Section 271(c) application with the FCC and request forthe-
Commission to verify U S WEST compliance with Section 271{c}, Application No. C-
1830, Section 272 Satisfied, § 35. (Entered Sept. 19, 2001}).

4

~Report issued by The Liberty Consuiting Group, September 21, 2001, General
Terms and Conditions, Section 272 & Track A Report, p. 7.
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distance services, upon Section 271 approval, through its long distance affiliate, Qwest

Communications Corporation {'the 272 Affiliate”).

Section 272(b) requires that the BOC and Section 272 Affiliate operate
independently; maintain separate books, records, and accounts; have their own
directors, officers, and employees; and, conduct all transactions on an arm's length
basis, with all such transactions reduced to writing and available for public inspection.
Moreover, the 272 Affiliate cannot obtain credit that will provide recourse to the assets

of the BOC. The BOC is prepared to satisfy these requirements of the Act.

Section 272(c) prohibits the BOC from discriminating between the 272 Affiliate
and any other entity in the provision or procurement of goods, services, facilities, and
information, or in the establishment of standards. The BOC is prepared to satisfy this

requirement of the Act.

Section 272(d) requires that, once the BOC obtains Section 271 authority, it must
obtain and pay for a joint Federal/State audit every two years to determine whether the
company has complied with the requirements of Section 272 and the regulations
promuigated under Section 272. In particular, the audit will determine whether the
company has complied with the separate accounting requirements of Section 272({b}.

The BOC will adhere to this provision of the Act.

Section 272(e) requires the BOC to fulfill requests from unaffiliated entities for

telephone exchange service and exchange access within the same period, under the
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same terms and conditions, and at an amount that is no more than that for which it
provides such services to its 272 Affiliate, or imputes exchange access services to itself
{if the BOC is using the access for the provision of its own services). The BOC will

satisfy these requirements of the Act.

Section 272(f) contains sunset provisions, which state that the separate affiliate
requirements on manufacturing and long distance will end three years after entry in a
given state unless extended by FCC rule or order. In addition, Section 272(f) preserves
the existing authority of the FCC to prescribe safeguards consistent with the public
interest, convenience, and necessity. The BOC will adhere to this section to the extent

required by the FCC.

Section 272(g) permits the BOC to join in the marketing and sale of the 272
Affiliate’s in-region, interLATA service once the 272 Affiliate is authorized to provide in-
reglon, interLATA services under Section 271(d). The joint marketing of services will be
exempt from the nondiscrimination provisions of Section 272(c). Section 272(g) also
provides that the 272 Affiliate may not market or sell the BOC'’s telephone exchange

services unless other similar entities are permitted to do the same. The BOC will

adhere to these provisions of the Act.

Finally, Section 272(h) gives the BOC one year to conform to the requirements of

Section 272 to the extent that it had already engaged in any interLATA long distance or
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inter ATA information services in February 1996. Because the BOC was not engaged

in any such activities, this transitional period did not apply to the BOC.

1k TRANSITION TO NEW SECTION 272 AFFILIATE

On June 30, 2000, U S8 WEST, Inc. merged with Qwest Communications
International, Inc. Prior to the merger, U S WEST, Inc. had planned to offer in-region,
imtarl., ATA services as a reseller, through U S WEST Long Distance, later named Qwest
Long Distance. Following the merger, Qwest undertook a comprehensive
reorganization that entailed a number of changes to the corporate structure. As part of
that proess, in August 2000, Qwest decided to reevaluate its plans regarding how it
would offer long-distance service in-region following its receipt of Section 271 approval,
including the decision about which entity should serve as its Section 272 affiliate.

in January 2001, Qwest Communications International, Inc. decided that the
same entity should offer long-distance service both in-region and out-of-region, and that
thiat entity should offer in-region, interLATA services predominately as a facilities-based
provider, instead of as a reseller. QCC fit this strategy because it was the Qwest long-
distance operating company nationwide prior to the merger, it had interLATA expertise,
and it owned network facilities. Therefore, in January 2001, a decision was made to
designate QCC as the new 272 Affiliate. On March 26, 2001, after a three-month period
of intense transition activity, QCC became a compliant Section 272 Affiliate.

From January through March 2001, the Qwest family of companies worked at

transitioning QCC to be Section 272 compliant so that it could serve as its new Section
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272 subsidiary as stated above. These activities included such things as realigning
gmployess from the BOC and the 272 Affiliate to the Services Company. The Services
Gompany smployees would be providing governance and administrative services to the
tamily of Qwest companies. Other transition activities included writing contractual
arrangements between the BOC and the 272 Affiliate, evaluating transactions,
rewlpwing pricing, ensuring posting, training employees about the 272 affiliate rules, and
rgsting all other requirements of Section 272 as soon as possible. QCC became
oparations! as a 272 Affiliate on March 26, 2001. The BOC now has processes in place

fr et all of the requirements of Section 272 for QCC, the 272 Affiliate.

QLD, the previous 272 Affiliate, is no longer operational and will be dissolved
during fourth quarter 2001, Until its dissolution, however, QLD is a subsidiary of QSC
and maintaing the 272 requirements. QLD became a 272 affiliate in 1998, but all
transactions with QLD had been identified and posted back to 1996. Therefore, QLD
has been 272 compliant for several years. In fact, the Nebraska Public Utilities

Dommission held that QLD was 272 compliant back in 1999.°

QLD was compliant with all Section 272 rules throughout the merger transition,
which is discussed below, and will continue to be compliant until its dissolution is

sommpleted. Therefore, the BOC has had a compliant 272 Affiliate for many years which

* Ses ) S WEST Communications, Inc., Application No. C-1830, Nebraska Public
Service Commission, April 9, 1899. Nebraska is the only state that issued an order
marding QLD's compliance with Section 272.
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auf B used O examing past behavior of the BOC regarding Section 272 compliance.

LD was a separate entity from the BOC with separate officers, employees and

sows all ransactions with QLD were documented and posted to an Internet web-

site within the 10 day posting requirement (this web-site is still available at

8

nttprdiwsw. qvest.com/about/policy/docs/long_distance.html); creditors of QLD had no

smrourse to BOC assets, and other controls were in place to ensure that all activities
and transactions with QLD were conducted in accordance with the Section 272 rules.
The processes and controls that were in piace for QLD were duplicated, enhanced with
additional controls, and overlaid onto QCC in order to make QCC 272 compliant as of
March 26, 2001,

During the merger transition timeframe from July through December 2000, and
ihe transition from QLD as the designated 272 Affiliate to QCC (the “272 transition”)
from January through March 2001, the BOC and QCC experienced delays in identifying
and billing transactions. The merger resulted in strategic changes as well as conducting
major activities associated with consolidating operations, eliminating duplicate functions,
amployas turnover, realignment of responsibilities and other merger related impacts.
Whaen the merger transition triggered a decision to change the designated 272 Affiliate
from QLD to QCC, it created additional activities as described above. As a resuilt of the
marger transttion and 272 transition, the identification of affiliate transactions was
mampered, which impacted recording accruals and billing. However, interest charges
have been recorded for all instances of delayed billing between the BOC and the 272

Aftiliate,
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The merger transition and 272 transition periods were one-time, unprecedented
ayents.  Mowever, this brief period of billing and accounting delays is not an indication

=it fow the BOC will comply with Section 272 now that the controls and processes are in

‘place and working. In fact, paragraph (h) of Section 272 allowed a one-year transition

aefod for @ BOC and 272 affiliate to become 272 compliant regarding services
provided, thereby recognizing that 272 compliance takes some period of time to put into
pace”

L, QWEST CORPORATION, THE BOC, WiLL COMPLY WITH THE
REQUIREMENTS OF SECTION 272

A. The BOC Complies with Section 272(a) - Separate Affiliate Requirement

Section 272(a) of the Act states that any interLATA long distance service
priginating in a state within a BOC's region shall be provided through ‘an affiliate
snparate from any entity that is subject to Section 251(c). The BOC complies with the
saparate affiliale requirernent of Section 272(a).

The BOC is an incumbent local exchange carrier subject to Section 251(c). The
00 will not itself provide in-region, interLATA services originating within its 14-state
region as fong as the structural separation obligation of Section 272 applies to this
acitvily.

When the BOC receives Section 271 approval from the FCC, interLATA long

distance service originating from within South Dakota will be offered exclusively through

' jam not advocating that Section 272(h) applies to the transitions discussed above,
but it is a recognition by Congress that it takes time for a transition to occur.
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thi ZT7 Affiliate, QCC. The 272 Affiliate, a wholly owned subsidiary of the Services

wany, 5 fully separate from the BOC. In fact, the 272 Affiliate is already one of the

s e interLATA providers nationwide despite the fact that, because of the merger

with 115 WEST, Inc., Qwest Communications International Inc. and its subsidiarées

s required 10 divest themselves of all in-region, interLATA business.”
Thee Gervices Company is a wholly owned subsidiary of Qwest Communications
imtermationat ing. The BOQC owns no stock in the 272 Affiliate; nor does the 272 Affiliate

mwrr dty stock in the BOC. The affidavit of Judith L. Brunsting contains further

ation of the structure and organization of the 272 Affiliate.

B, The BOC Is Prepared to Comply with Section 272(b) ~ Structural and
Transactional Requirements

tion 272(b) places five structural and transactional requirements on the

imteractions between the BOC and 272 Affiliate. These separate affiliate requirements

idressed in further detail in CC Docket 96-143, the Non-Accounting Safeguards
fudnr, and CC Docket 96-150, the Accounting Safeguards Order.®  Specifically,

Seciion 272(b) requires that the 272 Affiliate:

QW%{ C(}mmumcatlons international Inc. and U S WEST, Inc., Applications for
‘;E:Lr oi Control of Domes’uc and International Section 214 and 310

; Memorandum Opinion and Order, CC Docket No. 99-272, FCG 00-231, 15
» Fod 11809 (rel. June 28, 2000) (“Divestiture Order”).

3 imnplementation of the Non-Accounting Safeguards of Sections 271 and 272 of
ammunications Act of 1934, as amended, First Report and Order and Further
of Proposed Rulernaking, CC Docket No. 96-149, FCC 96-489, 11 FCC Red
T ¥

Dec. 24, 1996) (subsequent history omitted) (“Non-Accounting
suards Order”); Implementation of the Telecommunications Act of 1996:
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1) operate independently from the BOC;

2} maintain books, records, and accounts in the manner
preseribed by the FCC that shall be separate from the
books, records, and accounts maintained by the BOC;

3y have separate officers, directors, and employees from
the BOC,

4) not obtain credit under any arrangement that would
parmit a creditor, upon default, to have recourse to
the assets of the BOC; and,

3y conduct all transactions with the BOC on an arm's
length basis, with all such transactions reduced to
wriling and available for public inspection.

The BOC and the 272 Affiliate have processes in place to satisfy these

sions of Section 272(b) as discussed below.
1. Beotion 272{bY1} - Operate Independently
272y provides that the BOC and 272 Affiliate shall operate
ty. The BOC and the 272 Affiliate currently operate independently and in
o with the requirements of the Non-Accounting Safeguards Order, and will

iy i1 compliance for as long as this requirement is in effect. The BOC and the 272

to ot and will not jointly own telecommunications switching or transmission

., ar the fand or buildings where those facilities are located for so long as such a

won spphes under the rules,

g Bafequards Under the Telecommunications Act of 1996, Accounting:
s Under the Telecommunication Act, Errata, CC Docket No. 96-150; DA-
0 Red 2893 (rel, Feb. 19, 1998) ("Accounting Safeguards Order").
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o

¢ i ihare no joint ownership of network facilities, but no switching and

R have been transferred from the BOC to the 272 Affiliate.

is monitaring asset transfers on an ongoing, quarterly basis to

& with Baction 272{b)(1).

i¥s requirernents include additional rules associated with the

margtion, installation and maintenance ("Ol&M") functions. Neither the

ar Crawast affiliate performs any OI&M functions asscciated with the 272

sing and iransmission faciliies,  Similarly, the 272 Affiliate does not

shions associated with the BOC facilities. To ensure Qwest continues
wnrnent, the Services Company conducted extensive one-on-one

rpataty {ifty Network department leaders.

132} - Separate Books, Records, and Accounts

Py

{2} roquires that the BOC maintain separate books, records, and

22
e thes 272 Atfitiate in the manner prescribed by the FCC. The BOC and the

sparale fegal entilies and as such the accounting records of the two

aeeningled.

* and the 272 Affiliate maintain separate Charts of Accounts. The BOC

qata which is based on the FCC's Uniform System of Accounts for

wong Dompanies ("USOA”), is attached as Confidential Exhibit MES-

Judith Brunsting's affidavit for a copy of the 272 Affiliate's Chart of
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i HOMC' and the 272 Affillate’s general ledgers are completely separate; they
& The BOC continues to use the same
2 softwars hat it used before the merger. The system is located in
4 e, The 272 Affiliate also continues to use its pre-merger accounting
& nerat tedgsr, which is located in Arlington, Virginia. In addition, the
w s Tor the two companies are separate. Thus, the 272 Affiliate and the
¥ we accounting software maintained in separate locations.

E g oontrals are in place to ensure separation between BOC employees and

e smployess, and to make sure that employees of each entity cannot obtain

o the olher's information systems. Specifically, each employee of the Qwest

v of companies is required to be assigned a unique User ID. Once a User {D is

4, the ampioyes submits a request form, signed by his or her supervisor, for

i the system control group before access is granted to any specific financial

it the emplovee has a job requiring access to specific systems, the control

mabies the employee's User 1D to access the particular data sets or applications

Byntem adits are entity-specific, requiring that, when accessed, a system

ys data only if the correct combinations of User 1D, entity code, and account:and
wibildy code are entered.  Additional system edits are designed to provide

wiful confrols based on the information and reporting needs of the entity;

o~

fields that are valid and have meaning for one entity may not be valid for
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iy of system  security, controls and procedures ensures

11 gach company to have its own books, keep its own records,

% s Ohart of Accounts. At the same time, processing on common
& systems permits  consolidated reporting at the Qwest

i Intarnationdl Ing, level as required for Federal and State tax and
e Commission ("SEC") purposes and is an acceptable practice
 fedlows Denerally Accepted Accounting Principles ("GAAP"), including
fing, to properly record expenses in the period incurred. The audit
vu external auditors, Arthur Andersen, confirms that the BOC follows
igl respects. See Exhibit MES-272-4, the Report of Independent

#ts filed with the Qwest Corporation Annual Report 10K for year 2000

Heliows regulatory accounting rules as required by the FCC. The BOC's

e g aocounts are maintained in accordance with USOA, Part 32.27,

1, Alloseation of Costs. In the past, the FCC's Part 64 and CAM audits

speried # finding that the BOC was not following GAAP. Biennial reports
cly vig the FCC's Automated Reporting Management Information System
sl are accompanied by the report of independent accountants, Arthur

L.L.P, ("Arthur Andersen”), which also has found no material departures from

nctard Procedures for Biennial Audits Required Under Section 272
spgications Aot of 1934, As Amended, As of December 16, 1998.
Audit Procedurss”) at Objective I, Procedure 1.
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¢ i ¢ Mgt oF by wipnt Public Accountants that was filed with the FCC

o oy Bxhibit MES.272-5,

ng QCC affiliate transactions in 2000 due to the

des 1 QG in 2000 as they had not yet been identified.

st termsactions, the BOC hired Arthur Andersen (AA) as

Wi o wark under the direction of BOC management'' to

¢ LAl imterdiews.  These interviews identified transactions

2732 Affiltate back to the merger date, and the transactions

%

B intarest in 2001,

i1y 1. Hrunstiog describes the accounting practices of the 272

unts, nnd ather evidence that establishes that the 272

it pocounts are separate from those of the BOC.

w o the Accounting Requirements and ARMIS Reporting

Loval Exchange Carriers: Phase |, Report and Order,

. 00-78, 15 FCC Red 8690 (rel, Mar. 8, 2000), the FCC
aosing an attest examination or financial audit every
-year period. The rules became effective

5 Fad, Reg. 58661 (2000). Thus, the audit

¥ will be combined with 2001 and the report will be

wems, but sirmply acted as additional professional
it identifying transactions between the BOC and the 272
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s maindain books, records, and accounts that are

1wl comply with Part 32, Part 84, and the Accounting

3 rpcuirements are in effect.

= Bupnrate Officers, Directors, and Employees

5 that the BOC and the 272 Affiliate have separate

The 272 Affillate’'s officers, directors or employees

af the BOC, nor ig any BOC officer, director, or

apgdies, no officer, director, or employee of the BOC will

. dfirsctor, or smployee of the 272 Affiliate. See Exhibit

t o b BOU and Judith L. Brunsting's affidavit for the officer

Pravigus Section 271 orders support the view that having

moert o a common parent does not violate Section

' Affifisle's employees are paid from separate payrolls. |

wison of the BOC and the 272 Affiliate payroll registers

¥t by the payroll prganization, to ensure no employee appears

ion, BeliSouth Telecommunications, Inc. and
¢ F}rm ision of In-Region, Inter. ATA Services in

i Order, CC Dockat No, 98-121, FCC 98-271,
195987 ("BeliSouth Louisiana I} Order”);

y f ursu:mt i Section 271 of the Communications
ifle in-Region, InterLATA Services in Michigan,
{2 Dacket No, 974137, FCC §7-298, 12 FCC
3 {"Ameriiach Michigan Order"),



(0007 “0% Bunf ‘181) Lov b ‘¥5E81 POM DO 81

JApIO PUB LoD WHPUBIOUIaY "SEXE | ) S0

0} 9661 10 10y SUOHEDIUNUILIODBIE L 81 O |

BUOT UIBISEMUINOS/E/A/P DU} SEDIAIAE SULHEIN!
Kuedwon euoyds|a), leg WeISBMnog oul ma@z

{(45PIO HOA MAN DRUBNY 188.) (6 g

Gl 'vOP-66 D04 '662-66 ON 18000 DD geuﬁ u% r

MBN JO 9JBLS BU3 Ul BOIASS ¥ Ly e uobesu w.m_m; Had

Bl O 1./2 LONIBE J8pUn UDNEZEOWINY 40} Wi A, MB

Ado-ﬂ

2779yl pue QO 8y} aeiedes z,gméa oy Aniptd

jo Bupeus sy sHaold Yolum JONPUOY Jo apos vl (1)

/7 Oy PUB DOF dUl usamieq soeid seyE Buweys v

ainsus digy 0} soejd Wi aJe §{oNUND SNBIBUNY it

‘sajuedWod Wogq Jo salodue ul:

bl

(£)(q)z27 uonoas YepiQ spienbajeg Bupunoaay-uog

7,2 OU) pue DO o) usemjeq Bulaysuen spaAojduis g

-saopoeid 5 Auediod Buply BYY L SDUREID

pue ‘o0 ‘seuoud (jed 'sieled se UoNs €9

‘uoneubisSal 0} 10Uy PBIY-B1 PUB PBIBUILL

QU0 WOl Jejsuely 0} eshodius uR JOj J8RIY

si ey sseoold e ybnadyy sqol 1o Ajdde sawe

‘Jajoue 0} AuRdUIoD 8UO LLIOY IO aluoue o) u

‘goueldwoo (¢)

(q)z /2 Uonoes J0) 18 &

e pue 'sisi| Jo00 BlBIIYY 2.2 BUY PuB D08 ¥

1002 'vZ 18qo1pQ 'L 8bed
Z uonaag
ZHEMUDS '3 BUB JO NABRIYY
voneiodion 1samd
<10 DL 'ON9%0Q




B

11
12
13
14
15
16

Docket Mo, Y4 O1t-

Orwest Sorporati

Affidavit of Marne £ Sg
Segtion

Page 18, October 24, 2081

Affiliate employees; (3) the extensive efforts undertaken to educate employess on
Section 272's requirements; and (4) the color-coded dots on company badges and
office nameplates that indicate for which company an employee works. Any disreégard
for these company policies can result in disciplinary action up to and including employee
dismissal.

BOC employees who provide services to the 272 Affiliate, and vice versa, do not
vioiate Section 272(b)(3). The FCC specifically allows the provision of services
retween the affiliates. > The BOC employees who provide services to the 272 Affiliate
do so under contract. These transactions under contract are conducted at "arm's
length,” reduced to writing, and availabie for public inspection consistent with Section
272(b)}(5). The Master Services Agreement ("MSA”) constitutes the general‘ agreemsnt

for services provided by the BOC to the 272 Affiliate. The MSA requires the BOC to

‘ perform its obligations as an independent contractor and not as an agent or employse

of the 272 Affiliate. See Article 6 of the MSA, which is included as Exhibit MES-272-7,
The MSA is available on Qwest's Web-site as required by the Accounting Safeguards

Order. '

' Ses Non-Accounting Safeguards Order, §179 (“We also decline to imposea

prohibition on the sharing of services other thar operating, instaliatiors, and
maintenance services, on policy grounds. We find that, if we were to prohibit the
sharing of services, other than those restricted pursuant to section 272(b)(1). a
BOC and a section 272 affiliate would be unable to achieve the economies of scale
and scope inherent in offering an array of services.”).

' See http://www.qwest.com/about/policy/docs/qec/MSA_gee.html.
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4. Section 272(b)(4) - No Recourse to the BOC’s Assels

Section 272(b)(4) prohibits the 272 Affiliate from obtaining ceadit undar gy

arrangement that would permit a creditor, upon defaull. to have recourse o

assets. The BOC employs three mechanisms to comply with this reguiremsant.

the BOC is capitalized separately from other Qwest affiliates.

Second, the BOC issues its own direct financial obligations. pf

commercial paper, notes, and bonds, to fund its operations. The BOC's &
paper and long-term debt are rated separately from the other financial obligationg of

Qwest Communications International Inc. by the rating agencies, further evidenging the

separation between the BOC's funding and that of the rest of Qwest Communic

International Inc.’s operations. Funding for all Qwest entities other than the BOC,

including the 272 Affiliate, is provided by financial obligations issued by Qwast Capial
Funding, Inc. ("QCFI"), a separate subsidiary of Qwest Communications Intermatonal
Inc., which guarantees the debt issued by QCFJ. Neither the debt obligations issusd by
QCFI nor the guarantee by Qwest Communications International inc. provides cradities
recourse to the assets of the BOC. The BOC does not obtain financing framn QCEL

Third, neither Qwest Communications International ing. nor the BOU by ¢

signed a contract or any other instrument that would allow the 272 Atiiate to sblaws

credit in a manner that grants the creditor recourse to the BOC's assetls in the sventof 4
default by the 272 Affiliate. The BOC will continue to satisly this Secton 272

requirement for as long as it applies.
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5. Section 272(b){5) - Transactions at Arm’s Length, in Writing and Pubh
Available

Section 272(b)(5) requires that all transactions between the BO

Affiliate be conducted at arm's length, reduced to writing, and aval

inspection. All services provided by the BOC to the 272 Affiliate are

services or services provided under separate contract. Tariffed gerv

initially identified through the company's affiliate tansaction processes.

processes were supplemented during the transition from QLD to the 27 e

engaging Arthur Andersen as loaned staff. Arthur Andergen met wilh kgy peds

and conducted over 140 interviews to ensure that all transactions had Hean
as [ mentioned eatrlier in my affidavit.

Processes have been established for the 272 Affiliate lo purchass nomst

products, services, facilities and information under contract. Such fesnsacts

documented in the form of MSAs and work orders. The MSA, altached ag

272-7, contains the general articles governing the way the 8OO and the 2

conduct business when the BOC provides services to the 272 Affillate. Work o

the mechanisms used to document the specific transactions grovided un

contracts and contain details regarding each service pravided.

Similarly, the Services Agreement ("SA™) contains the general aricis

the way in which the 272 Affiliate provides services to the BOC, Task orders an

mechanisms used to document the specific transactions provided undsr thége
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19

and contain detailed information. Business unit affiliate mangge?s

administration and billing of services contained in these work arders
All agreements are subject to FCC Part 32.27 Affitiate Transaction rulas.

_Additionally, the BOC established a Compliance Owversighl Team 18

services between the BOC and the 272 Affiliate. This team. of whigh |4

made up of regulatory accounting. fegal and public policy gxpens.

Oversight Team reviews newly requested services to ansurg somplianas wath

272(b)(5) and the nondiscrimination safeguards included in Section 272

of the Compliance Oversight Team, which describes its responsibilities, is

Exhibit MES-272-8. QCC is not a member of, and is nol represented on

Compliance Oversight Team.

The BOC posts its Section 272 transactions on the mermnet 7 ithin tar

being executed by both parties, in accordance with the rules of Saction 27
the Accounting Safeguards Order. Exhibit MES-272-9 includes a s
contents of that site.

The transactions posted consist of agreements, work arders, ang &

which collectively contain all of the information required by FOC orders, el

description of the rates, terms, and conditions of alt transactions, as wab

frequency of recurring transactions and the approximate date of completad trar

For asset transfers, the agreements contain the appropriate quantity and, i rel

quality of the transferred assets. For affiliate transactions involy

g sun

See htip:/iwww.qwest.com/about/policy/docs/qecioverview html.
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agreements contain "the number and type of personnel assigned to the project, the levst
of expertise of such personnel, any special equipment used o provide the servics, angd
the length of time required to complete the transaction.” *® Currently, the BOC and the
272 Affiliate have two agreements, fifteen work orders, and two task orders axecuted 1o
document the arm's length relationship. All existing work orders and {ask ordars are
available for public inspection and posted on the Web site, as required. Camglete
descriptions of past transactions are also posted on the Web site.

Any third party can view the transactions, evaluate the rates, terms and
conditions of the offering, and has the option to obtain the same goods or services from
the BOC. In addition to contracts, the section labeled “tariff rated services” provides a
description of the services that the 272 Affiliate purchases out of the BOC's tariffs. This
section also contains a hyperlink to another Web-site where the tanffs themselves can
be found.

In addition, posted in the section labeled “Terminated Transactions” is a
reference to prior-year or expired transactions. Terminated contracts will remain listed
in this section under the link labeled "Expired Agreements” for one year after the date of
termination.

The BOC keeps non-public detailed billing information between the BOC and the
272 Affiliate available for viewing at its principal place of busingss. Thig billing
information is back-up detail calculating the predetermined rates with the basis for

pricing, i.e., hours, headcount, level of employee expertise providing the service, etc.

" Bell Atlantic New York Order, 9 413.
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and the actual volume of service used during the billing period. This detailed billing
information is available for both current and expired transactions and may be viewed
under confidential agreement.

It is important to note that the BOC has taken a conservative approach
concerning transactions with the 272 Affiliate. Although QCC was not identified as the
Section 272 affiliate of the future until January 2001, and was not operational as & 272
Afflliate until March 26, 2001, the BOC has identified and posted any transactions
identified with QCC back to the Qwest-U S WEST merger date of June 30, 2000. This
process took considerable effort, but was accomplished in less than three months, from
January to March, 2001, under Ms. Brunsting's leadership and with the assistance of
Ioaned staff from Arthur Andersen. All such transactions were identified by March 28,
2001, and the Web-page posting the QCC/BOC transactions was turned up that same
day. These postings should eliminate any concerns regarding the types of sarvices
being provided between the BOC and QCC before QCC became the 272 Affiliate in
March 2001. Postings for transactions with QLD, the previous 272 Affiliate, began in
1996 and have continued without disruption. Thié. is further evidence of the BOCs
commitment to Section 272 compliance.

The FCC evaluates the sufficiency of a BOC's Internet disclosures by referning to
its ARMIS filings, Cost Accounting Manual ("CAM"), and its CAM Audit workpapars. '
The BOC performed these reconciliations for QLD for the year ended December 31,

2000, to ensure that they agreed. Reconciliations to ARMIS will be pedformed on an

19

Bell Atlantic New York Order, § 411; SBC Texas Order, 1 403. -
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annual basis for the 272 Affiliate. In addition, the FCC notes that postings will underas
“a thorough and systematic review in the section 272(d) biennial audit, which will ensure
that any failure{s] to post sufficient detail are identified in time for appropriate ramadiat
action." %

Paper copies of Section 272 transactions are accompanied by an officer affidaut

stating that the BOC complies with the Section 272(b)(5) requirement to post ang maka

public all transactions between the 272 Affiliate and the BOC. as required in ihe
Accounting Safeguards Order. In March 2001, the BOC érroneausly had an officsr
certification signed by a financial officer of QSC because the BOC had no conticier
appointed; that document was subsequently replaced by a new certification signed by
the BOC's controller, Mark Schumacher, in May 2001. This new officer certification is
attached as Exhibit MES-272-10.

In addition, the BOC has undertaken a monthly reconcilistion process wharaby
compares the billing between itself and QCC each month lo the work orders ang tagk

orders posted on the Internet. This ensures that the aclual billing that iy oedur

matches the Internet postings. No discrepancies have occurred since the imbial bilhng
month of March 2001, when the BOC found and corectad several posting

discrepancies. Exhibit MES-272-11 shows the raconciliation results by month,

20

Joint Application by SBC Communications Int., Southwestern Bell
Company, and Southwestern Bell Communications Services, Ing. &/
Southwestern Bell LLong Distance for Provision of In-Region in
Kansas and Oklahoma, Memorandum Opinion and Order, CC Docket No, 0217,
FCC 01-29, 16 FCC Rcd 6237, 7 260 (rel. January 22, 2001) "'SBC Kansay
Oklahoma Order”).
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To mest the "arm's length” requiremant, the

tariffed services in the same manner as other interaeh

orders will be processed by an IXC Sales Exet
nondiscriminatory manner. For example, the 272 Af
Executive on its Sales Executive Team 0 ablam &

ensure that all IXCs have equal access o the BO

information. The BOC's Sales Exacutive than conlanis

be providing the requestied semvice.

In summary, the 8OC and the 272 Alitiate &

officers, directors, and employess; and oblam
also satisfies the FCC's requiraments for afiiliate &
the BOC and the 272 Affiliate are taafied andior ¢
available and posted on the Intemet. These s
compliance with FCC rules as degsenbed in 5

Safequards Order. Thus, the BOC and s

requirement for “internal control mecharisms ressossn

as detect and correct, any noncompiiance w

21 Bell Atlantic New York Order, § 405; SBC T

PN
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C. The BOC Has Processes in Place to Satisty Section 273
Nondiscrimination Safeguards

Section 272(c) requires the BOC to treat the 272 Affilate w e

treats other IXCs. Section 272(c)(1) prohibits the BOC fram diss

272 Affiliate and any other IXC in the provision of proCursmsnt of

facilities, and information, or in the establishmeant of slandanis.

The BOC is committed to providing its services fe alt of g 1

including the 272 Affiliate, on a nondiscriminatory basis. The BOG requie

Affiliate to contact its IXC Sales Executive Team rprasantative 1o abia

same manner as other IXCs. Standard offerings provided th the

extended to unaffiliated IXCs under the same tenms sndd candilions &

rates. Non-standard services and services thal have nol ptevioys

outside the corporate family undergo a review by the Compliance Ouaeg

assess the BOC's nondiscrimination obligation conearming th

willingness to offer the service to the 272 Affiliate on & nongiser

rigorous review is depicted in the flowchart attachad as Sxdubit MES-274

ensures that the BOC satisfies the requirement W prowde send

55 1 i

on a nondiscriminatory basis as required under Saction 272K 1L

ensures that all services provided to the 272 Affiliate gre sulbimillad 5
order can be written and priced accordingly, fulfiiling the requirament us
272(b)(5).

The 272 Affiliate does not currently have access to tha BOT s Ope

R g

Systems ("0SS8"). These systems are used o suppart oot oy
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ordering and pre-ordering interfaces, repair and maplgngnis, 84

exchange services, and are available only lo Competitive L

(“CLECs"). If the 272 Affiliate were to obtain CLEC status at

the BOC would require it to access OS8S interfaces o the same

CLECs. This would be in keeping with the BOC s qurreet pragiice,

272 Affiliate to access services through its IXC Sales Exaculi

Each non-tariffed service available to the 278 AMiliate 15 redusss

in a stand-alone contract, or in a work order associsted with the ME

earlier in my affidavit. With the exception of joint marketing-retated ser

not be subject to a nondiscrimination requiremant, these senies w

rates. All future transactions betwesn the BOC ang !
reduced to writing and made available on the inlsmat,

The BOC and the 272 Affiliate also purchiage gur

company, the Services Company, which provides samvicas o the U

companies. See Exhibit MES-272-13 for & current fist of shased see

the BOC. These services satisfy the FCC's requirgmanty by being &

the appropriate non-structural safeguards. **

Section 272(c)(2) requires the BOC o scoount for all ir

Affiliate in accordance with accounting prindiplas desigraied ar 8t

The BOC satisfies this requirement for transactions witls the 272 Al

22 SBC Texas Order, 1 408: SBC Kansas Oklahoma Qrdar, 4
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The BOC follows the FCC's affiliale transgclions rulgs, as

Accounting Safeguards Order, and applies the appeo

transactions with the 272 Affiliate. Those valuations are Bigad o

wted R

The BOC files reports publicly via the FCL s Aute

information System ("ARMIS") each year. The audit opinion of 1

Arthur Andersen, which is filed with the ARFHS Raport 43-0

Cost Report), certifies that the BOC complies with GAAP and sp

rules (See Exhibit MES-272-5), While this sudht, known g8 the &g

not focus specifically on the relationship between the 800G and the

sample base of affiliate transactions includes & review of gen

services that are provided between the two fompanias.

compliance rendered by Arthur Andersen as paet of st i |

concludes, based on the sample, that the BOO compkaes soth

rules in all material respects. As | indicalad &
considered historical results of the Joint Cost wma:%ﬁ e
compliance in Section 271 applications. **  Neither the ¥
accounting information nor the audits conducted by i

any material discrepancies with the BOC's corpaealy aconu

transactions in the last three reports.

23 Bell Atlantic New York Order, § 411; SBC Taeas O
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Additionally, the BOC fles an

Securities and Exchange Commission fash

opinion stating that the BOC's fina

GAAP (See Exhibit MES-272-43: Tie BOC

These filings and the Joint Cost audit g

transactions in accordance wilh the |
In summary, the BOC is prepss

Affiliate must obtain serdcas like 5

D. The BOC Will Satiafy Section 270
Section 272(d} requires Hhat, ©
must obtain and pay for a juint Foudes
auditor must determing whathey ha €
Section 272 and the regulations prom
is designed to determine whether tha oo
accounting requirements of Buttion 3

requirement by selecting & typs of

“agreed-upon-procedures” audit. & ;

**  SBC Texas Order, § 410.
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determine the scope of each audit. The biennial audit 1§ ragu

Cost audit. The Draft Biennial Audit procedurss are attacheg
These procedures will serve as a template or starting point !
biennial audit oversight team and the independent audifor

The FCC has established that the first Bienniat s

after the BOC receives its first Section 271 approval, &
independent auditor to conduct the biennial audit accort

agreed upon by the Federal/State biennisl sudit owerg

FCC and state regulatory commissions as requires.

The auditor will have access to the fnancial sctounts

and the 272 Affiliate, as necessary, to verily that ail ras
them are appropriate under the specific requiramentsy of
have access to the working papers and supporieyg rnt

performs the audit with appropriate protection fur grogriatan,

" The biennial audit acts as an additional cunteol & sngur

o

the requirements in Section 272. The FOC has pladed ¢

biennial audit in consideration of Section 271 apglications. =

% Accounting Safeguards Order, § 203,

% Bell Atlantic New York Order, f 412; SBC Texas O, %
Oklahoma Qrder, 9 260.




Section 272(e) contains four express requirements ansuring

the 272 Affiliate similarly to other IXCs with respect to specish

Specifically,

s Section 272(e)(1) provides for nondisers
provision of telephone exchange %
exchange access for unaffiliated entities;

Section 272(e)(2) prohibits the BOC froe
any facilities, services, or information congérmn

made available to other Wﬁﬁﬁé&f& @«¥
services under the same lerms and conddidng,

= Section 272(e)(3) requires the Eifj to cha

Affiliate, or impute o itself
exchange service and excha
less than the amount that “““

avauabie to all catriers at %m s:ama r::z'ae aﬁd Wndor ths
same terms and conditions.

The BOC does not and will not discriminate i favor of the 277 A8F

provision of telephone exchange service or exchange accass. Upon ol
271 approval, the 272 Affiliate will obtain such servicas from the BOC undar 8
tariffed terms and conditions as are available to unaffiliated IXCs. Ths

contact its Sales Executive Team representative at the BOC W oblain sar

will process orders in a nondiscriminatory manner. Whils Sectiin



e

10
11
12
13
14
15
16

17

Affdaat o

Page 32

BOC will actually bill the 272 Affiliate, and the 272 Affiliate will be required W pive Tt

access charges under the same rates, terms and conditions that any other IXC wasid
be charged. Therefore, there is no unfair advantage.
F. The BOC is Prepared to Comply with Section 272(g} - Joint Marketing

Section 272(g)(1) prohibits the 272 Affiliate from marketing or sefing telaph

exchange services of the BOC except under the same conditions as arg ava

other similarly situated entities. If the 272 Affiliate markets the BOC's telephone
exchange services, the BOC will permit other entities offering services that arg the
same as or similar to the 272 Affiliate’'s services (including information servigasy 6
market and sell its telephone exchange services.

Section 272(g)2) prohibits the BOC from marketing or selling in-

interLATA services provided by the 272 Affiliate within a state until the 272 Affiliate %
authorized to provide in-region interLATA services in that state. Mowsaver, onge the
BOC obtains Section 271 approval, the BOC and the 272 Affiliate may jointly muarket
services without regard to the nondiscrimination provisions of Section 272{c).

In compliance with the statute and with the terms of the divestiture plan a5
approved by the FCC on June 26, 2000, the BOC does not currently markat or seil in-
region, interLATA services, and will not do so until the 272 Affiliate is authonzed to
provide such services under Section 271. When permitted, the BOC and the 272
Affiliate will market and sell in-region, interLATA services pursuant to army's igngth
agreements, reduced to writing, available for pubiic inspection. and accounted for i

accordance with the then-effective rules of the FCC.
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The BOC understands the requirements of Section 272

these provisions. The BOC also understands that the joint frarketing

apply to product design, planning, or development. Therefore, i th

services to the 272 affiliate, it will be prepared to offer thoge

entities as well. Currently these services are provided & the 2

Services Company and therefore are not subject to Section 272 ragulr

V. THE BOC HAS UNDERTAKEN EDUCATION AND TRAINING EFFORTS TO
ENSURE COMPLIANCE

In 1998, the BOC began implementing an education pian specical
increasing employee awareness and understanding of Seclion 272 rag
this education effort is ongoing. The BOC has instituted process

it conducts business subject to the provisions of Seclion 272, The

continued to inform and educate employees about those process ohw

the Act and related FCC Orders.

Employees in the Qwest family of companies are raquitad o uidy

corporate Code of Conduct training and to certify their understanding of &

2

with company policies including regulatory requiremants.

training includes coverage on affiiate transactions as wel as gthar

concerning appropriate employee behavior to ensurg Sechon |

Exhibit MES-272-15.

Annual Code of Conduct training was supplemented with 8p9

requirements and delivered to the BOC, the 272 Affiliate. and 54
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management employees via email with a link to the company's intarnat VW

attached as Exhibit MES-272-16. This training emphasizes the Section 272

‘Section 272 related questions called ask272@aqwest.cony,

The BOC also conducts targetad training to emplovess wha gardug

with the 272 Affiliate, specifically the Sales Executive Team repre

Exhibit MES-272-17. This training reinforces the process the 2
through to order service from the BOC as detailed sarlier in iy 3

To ensure Qwest continues to meet the OI&M reguiremants, the Sens
Company conducted extensive one-on-one training with ovar fifty Network de
leaders.

BOC employees must treat the 272 Affiliate iike any othar

employee awareness and facilitate nondiscrimination, the 8QC ermpt
Affiliate employees have been physically separated. This saparitog
by using separate buildings, separate floors, or floors with ragirictad socess. In

addition, the Services Company has deployed & colar coding scharma 5

272 Affiliate, and Services Company employees display diftaeant colors

badges and office name plates to indicate the company they woik o,
my badge and nameplate distinguishes me as a BOC emgloyse.

Qwest Communications International ine. also offers a Corsanie ©

Advice line for reporting all compliance issues. inciuding any s

Section 272. The hotline number is 1-800-333-8538. Any am
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number for answers to corparate compliance gquestions of 1 repat su

viglations.

For employees involved in processing affiliate transaciinns.

Affiliate Transactions (“MAT") training manual inciudes Section 272
instructions. The MAT is attached as Confidential Exhibit MES-Z
Company, the BOC, and the 272 Affiliate continue to haid ong-on-aneg B3

as needed to focus specifically on the compliance requiramants

and the Accounting Safeguards Order.

The BOC will continue to ensure that once Sactiar 27

business with the 272 Affiliate will be conducted in complignce wil

V. SUMMARY AND CONCLUSION

rutes of Section 272.

The BOC understands its obligations undar Saction 272, T8

demonstrated that the BOC has established sufficient contraig i

ey

specific requirement of Section 272 upon approvat for he |

originating interLATA services in South Dakota.



Being first duly sworn upon ocath, | declare under penalty of gedqury under

gt at

laws of the United States of America that the foregoing is true and correst o ihe &

my knowledge, information, and belief.

Executedon this 16 dayof October , 2001.

<:;2> o W—ﬂ““"”
Marie E. Schwartz g J/

STATE OF NEBRASKA
COUNTY OF DOUGLAS

Subscribed and sworn to before me this __L L day of g,imjéhﬁdiw 2001,

,/ /! AZ/ wa

Notary Public
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QUALIFICATIONS OF MARIE E. SCHWARTZ

Marie E. Schwartz is a director in FCC Regulatory Accounting at Qwest
Corporation (“the BOC") and is responsible for ensuring Qwest Corporations
regulatory accounting compliance with Section 272 of the Telecommunicationg

Act of 1996 ("the Act”).

Ms. Schwartz holds a Bachelors Degree in Business Administration fram
the University of Nebraska at Omaha as well as a Certified Managemant

Accountant certificate from the Institute of Management Accountants.

Ms. Schwartz has over 13 years experignce in the lelscommunicalions
and high tech industries, concentrating in reguiatory compliance, finance, and

accounting. Ms. Schwartz began her career with U § WEST Caramuiic

fong,
Inc., now Qwest Corporation, in 1989 in the Tax Department. In 1990, amt
began working in FCC Regulatory Accounting with respansibilities in Part 64 cost

allocation and Part 32.27 affiliate transactions compiiance for six yaaes, and

chaired an industry task group representing those areas. From 1586-

A
AN

Schwartz gained further accounting and finance experence in the high 1




Exivbis 16 ha &

industry in California. Ms. Schwarlz resumed her darssr at 1 3

Communications, Inc., now Qwest Corparation, in 1848,

Ms. Schwartz has filed testimony on the subject of 8

Colorado, Idaho, lowa, Montana. Nebraska, New Maxicn, Mo

Utah, Washington and Wyoming. She has participated i works

Colorado, and Washington, as well as the multi-state works

Montana, New Mexico, North Dakota, Utah and Wyoming 3

Nebraska.
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20548

FORM 10-¥

(X} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15id) OF THE
SECURITIES EXCHANGE ACT OF 1934

"y

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2000
OR

[} TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)} OF THE
SECURITIES EXCHANGE ACT OF 1334

FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NO. 1-3046
QWEST CORPORATION

{formerly known as U S WEST Communications, Inc.}

A COLORADO CORPORATION
{State or other jurisdiction
of incorporation or organization)

1801 CALIFORNIA STREET, DENVER, COLORADO 30
TELEPHONE NUMBER (303} 292-1300

Fud
3
S}

New York Stock Exchange

Securities registered pursuant to Section 12(g) of the A
NONE

o
{og o)

THE REGISTRANT, A WHOLLY-OWNED SUBSIDIARY OF QWEST COMMUNICATIONS
INTERNATIONAL INC., MEETS THE CONDITIONS SET FORTH IN GENERAL INSTRUCTION {1}
fa) AND (b) OF FORM 10-K AND IS THEREFORE FILING THIS FORM WITH REDUCED
DISCLOSURE FORMAT PURSUANT TO GENERAL INSTRUCTION I(2).

INDICATE BY CHECK MARK WHETHER THE REGISTRANT (1) HAS FILED ALL REPORTS
REQUIRED TO BE FILED BY SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934 DURING THE PRECEDING 12 MONTHS (OR FOR SUCH SHORTER PERIOD THAT THE
REGISTRANT WAS REQUIRED TO FILE SUCH REPORTS), AND (2) HAS BEEN SUBJECT TO SUCH
FILING REQUIREMENTS FOR THE PAST 90 DAYS. Yes [X] ¥No [ ]

Iindicate by check mark if disclosure of delinguent filers pursuanc o I
405 of Regulation S-K is not contained herein, and will not be contained, o

o
o

m
he

Copyright 2001 EDGAR Online, Inc. (ver 1.0172.003)
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

Toy Jseest Corporation:

wave audived the accompanying consolidated balance sheets of Qwest
{a Cplorado corporation) and subsidiaries as of December 31, 2000
ﬁﬁd rhe related consolidated statements of operations, stockholder's
@“a casn flows for =sach of the three years in the period ended December
hege consolidated financial statements are the responsibilicy of the
nagement . Our responsibilicy is to express an opinion on these

i

nancial statzmencs based on our audits.

oy awdics in accordance with auditing standards generally
uhe United States. Those standards require that we plan and perform
o ohrain reasonable assurance about whether the financial statements

material misstatement. An audit includes examining, on a test basis,
fenoe supporting the amounts and disclosures in the financial statements. An
alsc ingludes assessing the accounting principles used and significant
< made by management, as well as evaluating the overall financial
ant presentacion, We balieve that our audits provide a reascnable basis
T

GPLNLON,

sy opinion, the financial stacements referred to above present fairly,
mararial regpects, the financial position of Qwest Corporation and

sries ag of December 31, 2000 and 1999, and the results of their

»Qu, changes in stockholder's equity and their cash flows for each of the
-ar$ in the period ended December 31, 2000, in conformity with accounting
es generally accepted in the United Stares.

/s/ ARTHUR ANDERSEN LLP

spyregid 2001 LOGAR Quime, [nc, iver [.01/2.003)

Page 2
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ARTHURANDERSEN

REPORT OF INDEFENDENT PUBLIC ACCOUNTANTS

Tot! § WEST Conununications, Inc.

We htve sudited. in accordance with guditing standards generafly accepted in the United States, the balance
sheet of U § WEST Communications, Ine. (the “Company”) at December 3|, 1959, and the related statements
of income, stockbolder's equity and cash flows for the year then ended. We have also issued our report dated
Jumsary 26, 2000, in which we expressed an unqualified opinion on those financial statements. We have also
audited the accompenying Federal Comrmunications Commission (the “FCC™) Report 43-03, ARMIS Joint

Cost Repaet (cofumns (b) through (§) on pages 1 through 18) of the Company for the year ended December
. 1949,

As described in Note || this report wag prepared pursuant to the Company’s Cost Allocation Manual, the FCC's
it Cost Ovders issued in conjunction with FCC Docket No. §6-111 and the FCC's published rules and
reguiations thareto (including 47 CFR Sections 32.23, 32.37, 64.901 and 64.903) in force as of March 31, 2000.
Thiz repont way prepared for the purpose of complying with those rules and regulations and is not intended to be a
wplets prasentaton of the Corapany’s financis! statements. The FCC Report 43-03, ARMIS Joint Cost Report
i thes responsibility of the Company's menagement. Our responsibility is to express an opinion on the FCC
Appoart £3-03, ARMIS Joint Cost Report based op our audit.

W eouducied our sudit of the FCC Report 43-03, ARMIS Joint Cost Report in accordapee with auditing
smpdards genvrally sccepted in the United States. Those standards require that we plan and perform the audit
1o obinin eatonsble assurance abous whetber the FCC Report 43-03, ARMIS Joint Cost Report is free of
mintetial misseatement. An ondit includes examining. on a test basis. evidence supporting the amounts and
disslowures in the report. An sudit also includas assessing the sccounting principles used and significant
watispates mads by managemens, 2s well as evaluating the overall report presentation. We believe that our
auddit provides » reasonable basis for cur opinion.

In our opinion, the FCC Report 43-03, ARMIS Joint Cost Report referred to above presents fairly, in all
material respects, the information of the Company required to be set forth therein for the year ended
Plecembur 31, 1999, in accordance with the Company’s Cost Allocation Manual, the FCC’s Joim Cost Orders
imsued in conjunction with FCC Dockst No. 86-111 and the FCC’s published rules and reguistions thereto
{including 47 CFR Sections 31.23, 32.27, 64,901 and 64.903) in foece as of March 31, 2000.

This report is tended for the information of the Company and the FCC which established the criteria against
whitich the FOC Ruport 43-03, ARMIS Joint Cost Report was evaluated. Accordingly, this report should not
b used for eny other purpose.

Q@ﬁw, Colpradeo, |
WMarch 31, 2000,

£

i H3/200 ¢ B-L ss52zy200

LS Sne-woly  WEEEIBY  1007-92-
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QWEST CORPORATION
OFFICERS

James A. Smith — President

Robert Tregemba — Senior Vice President — Network
Mark Schumacher — Vice President & Controller
Beth Halvorson — Vice President — Wholesale

Mark Pitchford — Vice President — Retail Markets
Kamelia Davidson — Assistant Secretary

Jennifer Pettus — Assistant Secretary

DIRECTORS

Augustine M. Cruciotti — Director
James A. Smith — Director
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ARTICLE 3
BILLING

t meaates to GICC for Services provided in accordance with the terms and
it ¢r & morihly basis unless otherwise specified in the Work Order.
sl Dorp of e address to which invoices are to be sent.

8 e foifowing billing inforniation as a mirimum:

——

ARTICLE 4
IMDEPENDENT CONTRACTOR

s and goress thal it is engaged in an independent business and will perform its
wenanl o an independent contractor and not as the agent or employee of QCC,
4 the auttionly 1o act for QCC or to bind QCC in any respect whatsoever, or
absiiiiay o the narme of or on behalf of QCC, that any persons provided by Qwest

- gmployess or agents of Qwest Corp under its sole and exclusive direction and
it Hy amployess or agents are not entitled to QCC's unemployment insurance
- smorming under this Agreemant. Qwest Corp shall be solely responsible for: all
j st of ity smployees and agents, including compliance with worker's
wint, digability insurance, social security withholding, and all other federal, state
. tawest Corp shall indemnify and hold QCC harmless from any causes of
sist Corg's liagbility to its smployees or agents.

ARTICLE §
PROPRIETARY INFORMATION

4% £f pmvi«tﬁng Hervices under this Agreament, each party grants to the other a
arghie licensea ty use information provided by the other, Neither party shall publish,
:WM digtribute or disclose any such information that is marked proprietary er confi deritial
v ihan i affiliales and its consultants whe have executed a confidentiality agreement
ginal discloging party has consented to such disclosure and such third party
ighity agraement containing terms substantialty similar to the ones contained in this
darmation has coma info the public domain through no fault of QCC or Qwest Corp,
e 15 othirwiss in e possession of QCC or Qwest Corp free of any obhgatlon of
&% auch parly s required to do so by regulatory mandate.

vation provided by QCC or Qwest Corp to the other party shall be deemed QCC or
v peeording to its source and shall be treated accordingly. If such information is
repiment with & third party, the party receiving information agrees to hold and use
) aopordance with the separate agreement, provided it has knowledge of the
et untsss otherwise instructed i writing by the party providing the information.

& dastr 4
Sornrmungations Corporalion




ARTICLE 6
INDEMNIFICATION

sty and hold harmigss QCC, its owners, parents, subsidiaries, affiliates,

inplovess against all Liabilties to the extent they arise from or in
fault #r negligence of Qwest Corp, its officers, employees, agents,
romantatives; andlor (2) the furnishing, performance or use of any
fgnt o any product liability claims relating to any Services; and/er (3)
offizers, amployees, agents, subcontractors and/or representatives to
- prfitted "Compliance with Laws:" and/or (4) assertions under workers'
igr amgloyes benefit acts by Qwest Corp or its employees, agents,
sarrctors” amployees or agents.

oy

. 15

Y

wl hold harmiess Qwest Corp, its owners, parents, subsidiaries, affiliates,
e employeses against all Liabliities to the extent they arise from or in
%y W fault or negligence of QCC its officers, employees, agents,
rapresentatives; andlor (2) the furnishing, performance or use of any
sarvent Or any product liability claims relating to any Services; and/or (3)
i, amployaas, agents, subcontractors and/or representatives to comply
prififley  "Compliance with Laws," andfor (4) assertions under workers'
¥ st sraplayee banefit dcts by QCC or its employees, agents, subcontractors,
smployens or agents,

ARTICLE 7
LIMITATION OF LIABILITY

antd fase profits, howe\/er caused and regardless of legal theory or
¢ arising under this Agreement.  Notwithstanding the foregoing, the

“ﬁ?ﬁigjati‘cﬁrs& under this Agreement,

 ARTICLE 8
REGULATORY SUPPORT

scanply with all state statules and regulations, and Qwest Corp shall bear the
Thi parties agree that to the extent Qwest Corp is under the regulation ‘of
meies, G0 will provide cooperation and support for Qwest Corp's response :to
¢ dhseovary reguests conceming this Agreement or relationships derived fromisthis

SN LIOrpoaton



ARTICLE 9
COMPLIANCE WITH LAWS

1 1% owrt expense all permits and licenses and pay all fees
srvices andior performance of this Agreement. The parties
pee of and Satvices under this Agreement, comply with all
sl yws, ordinances, rules, regulations, court orders, and
w aeciers {Laws”), including, without limitation:

sy of 1934, as amended and all rules, regulations and orders
@i WA tat Act and this Agreement shall, to the greatest extent
il My g cotsistent with the same.

si-disprimigation in employment, fair employment practices, equal
wpiily,  amployment  opportunilfes for veterans, non-segregated
sisprnent of the disabled, except to the extent a party is exempt
i anigh conlraet clauses required by those Laws to be made a part
4 fen innorporated harein by this reference,

a5 1% i tha Article entitied "independent Contractor”.

14 Wurrhaw{%) andlor Confidential Information ("Exports") may be

i gport laws or regulations, Qwest Corp shall perform its
mannar consistent with the requirements of ail applicable
uny faws and regulations, including the U.S. export laws and
- Practices Act, and anti-poycott laws, and U.S. export laws and
J: u;\aumanwd sxport or re-export of certain items to residents of
st Aclrrnnistration Regulations.,

g NTche shall survive the expiration, termination or canceflation of this
of ihis Artiole shall also apply to all subcontractors, and similar terms
Lt Corp's contracts with subcontractors.

ARTICLE 10
HOTICES

s, o gliver cortmunications are required under this Agreement, they shall
de iy weriling Bnd delivered to the other party's address listed below.
rtten notics to the other party. Notices shall be delivered by hand,
et revl, return receipt requested. Notification will be deemed to have
By 1 Dy hand, ovemight courler service or five (5) calendar days after

Qwest Corporation

Altention:. Comtract Specialist
Contract Development & Services
7800 East Orchard Road, Suite 250
Englewoond, CO 80111-2526

TR BN




ARTICLE 11
DISBUTE RESOLUTION

wey hotween the parties, their agents, employees,
whigh the parlies are unable to seftle through
b unider the Commercial Mediation Rules of the
a mutyally acceptable mediator. Any Dispute which
rediation shall be resolved by binding arbitration: as
- of clgims shall be determined under the Federal
Y. Motwithstanding the foregoing, the parties may cancel or

#Et with iy terms and coriditions without being required 1o

i ot Tgw, wht is knowledgeable about the subject miatter
sietl, shall nonduct the arbitration under the rules of the
dg provided tereln.  The arbitrator shall be selected in
v 3 st of qualified people maintained by the AAA. - The
wir, Golorsdo, and all expedited procedures prescribed: by
af Colorado shall govern the construction and interpretation.
i gnd sward shall be final, conclusive and binding, and
 gesardanize wilh applicable law in any court having jurisdiction

wredd or the Dispute is otherwise resolved. The arbitrator shall
v damagies. Each party shall bear its own costs and attorneys'
iy he fess and axpenses of the mediator and arbitrator,

adminisirative action asserting claims subject to arbitration, as
arty succassfully slays sueh action and/or compels arbitration: of
} getion shail pay the other party's costs and expenses incurred in
¢ peavipaiiing arbitration, ingluding reasonable attorneys' fees.,

s pyant of any Dispule between the parties, it will continue to provide






