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Marie E. Schwartz states as follows:

My name is Marie E. Schwartz. My business address is 1314 Douglas-On-The-
Mall, Floor 10, Omaha, Nebraska 68102. I am a Director in FCC Regulatory Accounting
at Qwest Corporation and am responsible for ensuring Qwest Corporation’s regulatory
accounting compliance with Section 272 of the Telecommunications Act of 1996 (“the
Act’).

The KPMG LLP attestation identified some transactions with Qwest
Communications Corporation (“the 272 Affiliate”) that were neither properly processed
nor posted. Qwest Corporation (“the Qwest BOC”) is correcting all of the identified
discrepancies by posting the transactions on the website where needed and by billing and
booking these transactions in the October and November accounting records.

Qwest BOC has also implemented and is in the process of implementing several
new internal controls intended to provide reasonable assurance that intercompany
transactions initiated by the Qwest BOC are identified, reduced to writing, accurately
processed and posted. Specifically, the Qwest BOC has put in place or will have in place
by December 3, 2001 the following controls for the identified discrepancies:
Discrepancy A: Fair market value (“FMV”) studies were not performed for ten real

estate properties for which FMYV studies were required. The ten
properties were billed at fully distributed cost (“FDC”).

This discrepancy occurred because work orders were priced without a review

for proper determination of whether FMV or FDC should have been used. A new control




is being implemented that requires the Business Unit Affiliate Manager’s (BUAM)
supervisor review the calculation to ensure both a FDC and a FMV analysis has been
completed. Any work order without this support will not be processed by the BUAM.
This enhanced control is designed to ensure that a FMV study is performed, proper
pricing is applied, and that the work order will be processed accurately. The Regulatory
Accounting organization will expand its control sheets to provide additional detail which
will allow them to verify that an FMV and FDC study has been performed for all
services.

Discrepancy B: In pricing the service charge for access to a lab facility, FDC

pricing was used instead of a required FMV amount. In this instance,
FMYV exceeded FDC for such service.

This discrepancy was not discovered on a timely basis because information was
informally shared over the telephone and back up support was not received by the FCC
Regulatory Accounting organization. Current controls will be enhanced to require
supervisor review of the control sheet verifying on a quarterly basis that all
documentation has been received.

Discrepancy E: Photo identification services were provided but not accounted for,

billed (including interest charges) or reduced to writing during the
examination period.

This discrepancy was discovered during the annual re-pricing of affiliate services.
After the merger, the duties of the Real Estate department were expanded to issue badges
for the 272 Affiliate. As a result, the data necessary for proper billing was not included on
the application form and no billing was taking place. Employees at the access control
centers will be retrained to ensure that a valid department or responsibility code will be
provided.

Discrepancy F: A certain financial service had been provided but not accounted for
or billed (including interest charges) during the examination period.




This discrepancy occurred because providing the service was a one time event with a
minimal amount of time required to complete the service. Monthly requests for billing
information have been strengthened to remind employees all time, no matter how |
minimal, néeds to be reported.

In addition to the specific controls listed above, Qwest is initiating additional training
that will reinforce compliance requirements with Section 272(b)(2) and Section
272(b)(5).

I hereby swear and affirmn that the statements and data contained in the
attached audit are true and correct to the best of my knowledge and belief.
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" MARIE E. SCHWARTZ

SUBSCRIBED AND SWORN before me this /S~ day ofNoveiber, 2001.

Notary Public

My Commission Expires: GENERAL NOTARY-Stats of Nebraska

TERESA M. PEATROWSKY
% /7. Ao My Gorm. Exp. March 17, 2004




