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QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS)

(UNAUDITED)

THREE MONTHS ENDED NINE MONTHS E NDED
SEPTEMBER 30, SEPTEMBER 30,
2000 1999 2000 1999
Revenues:
Commercial Services ........cccocevvene.. $ 1383 $ 1150 $ 3,746 $ 3,321
Consumer and small business services ....... 1,486 1,392 4,378 4,089
Switched access services ................... 299 365 1,017 1,127
Total revenues .........ccccevcvverenne 3,168 2,907 9,141 8,537
Operating expenses:
Employee-related expenses 774 934 2,375 2,719
Other operating expenses 762 629 2,275 1,903
Depreciation and amortization 622 571 1,763 1,713
Merger-related and other one-time charges .. 899 - 1,019 -
Total operating expenses ................ 3,057 2,134 7,432 6,335
Operating iINCOME ........ceevriiiieeiiiiieeenne 111 773 1,709 2,202
Other expense (income):
Interest expense ........cccccvveeeeeennnn. 154 102 398 289
Loss on sale of fixed assets .. 39 - 39 -
Other expense (income) -net (6) 9 13 33
Total other expense-net ................. 187 111 450 322
Earnings (loss) before income taxes .............. (76) 662 1,259 1,880
Provision (benefit) for income taxes ............. (34) 251 471 713
Net earnings (10SS) ......cccveevvveevveeiinnnn. $ 42) $ 411 % 788 $ 1,167

The accompanying notes are an integral part o€dielensed consolidated financial statements.
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QWEST CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(DOLLARS IN MILLIONS)

(UNAUDITED)
SEPTEMBER 30, DECEMBER 31,
2000 1999

ASSETS
Current assets:

Cash and cash equivalents .........ccccee.... $ 170 $ 61

Accounts receivable-net ...................... L 1,930 1,811

Inventories and supplies ....cccccceeeeeeee. 141 211

Prepaid and other .........cccocceevceeeeeee. 261 249
Total current assets ........cccccvvveveeeenennnn. 2,502 2,332
Property, plant and equipment-net . 17,572 16,049
Other assets-net .........cccccvvvvvvveeerenennn. 1,753 1,597
Total @SSetS vvvevviiiiiee e e, $ 21,827 $ 19,978

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Short-term debt ..... 2628 $ 1,684

Accounts payable 1,602 1,721

Accrued expenses and other current liabilitie 1,594 1,560

Advance billings and customer deposits ...... 375 343
Total current liabilities .........cccoeeeeeeeeee. 6,199 5,308
Long-termdebt ....ccocvveiiiiiiie 6,405 5,408
Postretirement and other postemployment benefit obl igations ....... 2,272 2,462
Deferred income taxes .......cccoocvvevevnccceees s 1,474 1,331
Deferred credits and other .........cccoeeeeeeeeee. L 620 749
Contingencies
Stockholder's equity:

Common stock-one share without par value, own ed by parent ... 8,126 8,140

Cumulative deficit ....cccvvevveveveeee. s (3,269) (3,617)

Accumulated other comprehensive income ...... -- 197
Total stockholder's equity ........cooovvcveeeee. 4,857 4,720
Total liabilities and stockholder's equity ........ . $ 21827 $ 19,978

The accompanying notes are an integral part o€dielensed consolidated financial statements.
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QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN MILLIONS)

(UNAUDITED)

NINE MONTHS ENDED
SEPTEMBER 30,

2000 1999

Cash provided by operating activities........... .. $ 2976 $ 3,006

INVESTING ACTIVITIES
Expenditures for property, plant and equipment .

......... (3,705) (2,590)
Payments on disposals of property, plant and equ

ipment .. (65) (30)

Cash used for investing activities ............. ... (3,770) (2,620)

FINANCING ACTIVITIES
Net proceeds from short-term debt

....................... 1,036 986
Proceeds from issuance of long-term debt ....... ... 997 17
Repayments of long-term debt ........cccocoeeee. L (316) (307)
Dividends paid on common stock ......cccoceeeee. L (821) (1,084)
Other i 7 -
Cash provided by (used for) financing activites ... 903 (388)

CASH AND CASH EQUIVALENTS
Increase (decrease) ....cccccceveeeeeeeveveeeeee 109 2)
Beginning balance ........cccccccoevveieneee. L 61 68

Ending balance ......c.cccoovevvveeviveeeee. L $ 170 $ 66

The accompanying notes are an integral part o€dielensed consolidated financial statements.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2000
(DOLLARS IN MILLIONS)

(UNAUDITED)
NOTE 1: BASIS OF PRESENTATION

The condensed consolidated financial statemenisdadhe accounts of Qwest Corporation ("the Comipdormerly U S WEST
Communications, Inc.) and its wholly owned subsid& On June 30, 2000, Qwest Communications latemal Inc. ("Qwest") completed
its acquisition (the "Merger") of our parent compad S WEST, Inc. ("U S WEST"). Each outstandingrehof U S WEST common stock
was converted into the right to receive 1.72932eshaf Qwest common stock (and cash in lieu oftivaal shares), resulting in the issuance
of approximately 882 million Qwest shares. In aiddit all outstanding U S WEST stock options weravasted into options to acquire Qwest
common stock. The total value of the consideratvas approximately $40 billion. We are a wholly owrnedirect subsidiary of Qwest.

The condensed consolidated interim financial statémare unaudited. We prepared the financialretatés in accordance with the
instructions for Form 1@ and, therefore, did not include all informatiarddootnotes required by accounting principles galheaccepted ii
the United States. In our opinion, we made allafigistments (consisting only of normal recurringuatinents) necessary to present fairly our
consolidated results of operations, financial posiand cash flows as of September 30, 2000 andllfperiods presented. A description of
our accounting policies and other financial infotima is included in the audited consolidated firahstatements filed with the Securities and
Exchange Commission in the U S WEST Communicatibres,Form 10-K for the year ended December 319138e condensed
consolidated results of operations for the threerine months ended September 30, 2000 are nos$seridy indicative of the results expec
for the full year.

NOTE 2: MERGER WITH U S WEST

For the quarter ended September 30, 2000, we edtumerger-related and other one-time chargesngt&b.9 billion. The charge includes
$118 million of severance, $324 million of propenant and equipment abandonments and impairm®a7s, million of other mergenelatec
charges and $80 million of litigation charges. Beeerance charge covers a workforce reductionddf®2employees, primarily affecting staff
functions of the organization, of which 519 empleydéad been terminated as of September 30, 2000.

For the nine months ended September 30, 2000, sverad merger-related and other one-time chargabrtg $1.0 billion. The charge
includes $127 million of severance,



$324 million of property, plant and equipment asdggtndonments and impairments, $488 million of otherger-related charges and $80
million of litigation charges. The severance chazgeers a workforce reduction of 2,323 employedmarily affecting staff functions of the
organization, of which 523 employees had been teatad as of September 30, 2000.

For the three and nine months ended Septembe080, the property, plant and equipment charge dedu$107 million of internal software
projects that were in progress that managemenddtasmined to no longer pursue. In addition, manmege has evaluated its network and
identified certain network assets that are impalrasied upon the criteria specified in StatemenErafncial Accounting Standards No. 121,
"Accounting for the Impairment of Long-Lived Assetsd Long-Lived Assets to be Disposed Of," resgltman impairment charge of $217
million. The other merger-related charges of $37lfian and $488 million for the three and nine masended September 30, 2000,
respectively, include employee retention paymesustracts to be terminated, penalties for contiexchinations, relocation costs, and merger
integration costs, offset by post-retirement bdrafitailment gains.

The amounts accrued and charged against the estadblprovisions described above were as followm({liions):

BEGINNING CURRENT CURRENT ENDING
BALANCE PROVISION UTILIZATION BALANCE
For the three months ended September 30, 2000
Employee termination ........ccocevevcevcevceecees s $ - $ 118 $ 33 115
Other merger-related costs and other one-time charg €S i - 781 388 393
$ $ 899 $ 391 $ 508
For the nine months ended September 30, 2000
Employee termination .........cccccvvevvvccces $ - $ 127 $ 12 $ 115
Other merger-related costs and other one-time charg €S i - 892 499 393
$ $ 1,019 $ 511 $ 508




NOTE 3: SEGMENT INFORMATION

We operate in three segments: retail services, egladd services and network services. The retailcgsr segment provides local telephone
services, including wireless services, data sesvic®l long-distance services. The wholesale sargiegment provides exchange access
services that connect customers to the facilitféaterexchange carriers and interconnection totel@communications network to
competitive local exchange carriers. Our networkises segment provides access to our telecommipnsanetwork, including our
information technologies, primarily to our retadirgices and wholesale services segments. We providservices to more than 25 million
residential and business customers in Arizona, i@dim, Idaho, lowa, Minnesota, Montana, Nebraskay Nexico, North Dakota, Oregon,
South Dakota, Utah, Washington and Wyoming.

Following is a breakout of our segments, which lbeean extracted from the financial statements of v&eparate segment data is not
provided to our chief operating decision-makertfe Company. Certain revenues and expenses of @westcluded in the segment data,
which have been eliminated in the reconciling iterlsimn. Additionally, because significant opergtexpenses of the retail and wholesale
services segments are not allocated to the segioerdscision-making purposes, management doebeli@ve the segment margins are
representative of the actual operating resultb®fegments. The margin for the retail and whatdesatvices segments excludes network and
corporate expenses. The margin for the networkaEssegment excludes corporate expense. The "atigory includes our corporate
expenses, intersegment eliminations and other ate@ssociated with our parent company. Asset irdition by segment is not provided to
our chief operating decision-maker.



RETAIL WHOLESALE NETW
SERVICES SERVICES SERV

THREE MONTHS ENDED

SEPTEMBER 30,

(in millions)

2000

Revenues ............. $ 3488 $ 849 $
Earnings (loss) ...... 2,108 716
1999

Revenues ............. $ 2270 $ 725 %
Earnings (loss) ...... 1,560 549

TOTAL
COMMUNICATIONS
AND
ORK RELATED
ICES SERVICES OTHER

RECONCILING CONSOLID
ITEMS TOTA

144 $ 4481 $(1,313)
(753) 2,071 (294)

$ - $ 3,
(1,853)(1)

63 $ 3,058
(699) 1,410  (34)

$ (151) $ - $ 2,
(714)(1)

(1) Adjustments made to arrive at consolidatedimedefore income taxes include the following:

Taxes other than income taxes
Depreciation and amortization

Merger-related and other one-time charges
Other amounts applicable to Qwest ..........

Other expense-net .........cccooevvevvvivnnennns

RETAIL  WHOLESALE
(in millions) SERVICES SERVICES
NINE MONTHS ENDED
SEPTEMBER 30,

2000

;?“e;venues ............ $ 8222 $ 2414 %
Earnings (loss) ..... 5,087 1,875
1999

;?“e;venues ............ $ 6661 $ 2135 $

Earnings (loss) ..... 4,608 1,605

Three Months Ended September 30,

2000 1999
$ 107 $ 99
622 571

........ 899 -
...... 38 (67)
187 111

$ 1853 $ 714

TOTAL
COMMUNICATIONS
AND
NETWORK  RELATED RECONCILING
SERVICES SERVICES OTHER ITEMS
286 $ 10,922 $ (1,781) $ -
(2,086) 4,876 (176)  (3,441)
178 $ 8974 $ (437) $ -
(2,083) 4,130 72)  (2,178)

(1) Adjustments made to arrive at consolidated imedefore income taxes include the following:
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CONSOLIDATED
TOTAL

(0

(€8]

ATED

168
(76)

907
662

9,141
1,259

8,537
1,880



Nine M onths Ended September 30,

2000 1999
Taxes other than income taxes ............... $ 308 $ 290
Depreciation and amortization ............... 1,763 1,713
Merger-related and other one-time charges ... 1,019 --
Other amounts applicable to Qwest ........... (99) (147)
Other expense-net ...........cccceeeeeenee. 450 322
$ 3441 $ 2,178

NOTE 4: CONTINGENCIES

Through November 11, 2000, Qwest and the Compawmg haen served with seven class action complaurfsoptedly on behalf of custome

in the states of Colorado, Arizona, Oregon, Utaimridsota, Washington and New Mexico. The complaitiege, inter alia, that from 1993
the present, U S WEST, in violation of allegedugiaty and common law obligations, willfully delaydte provision of local telephone sen

to the purported class members. In addition, tlepdaints allege that U S WEST misrepresented the alawhich such local telephone
service was to be provided to the purported clamsbers. The complaints seek compensatory damagparfworted class members,
disgorgement of profits and punitive damages. AS@fember 11, 2000, the complaints have been detiidject to court approval. We have
provided for these matters in our financial statets@s of September 30, 2000. We do not expecaddifional material adverse impacts as a
result of these matters.

We and our parent, Qwest, have been named asrddetan various other litigation matters. Managehietends to vigorously defend
against these outstanding claims. Management leslig\as adequate accrued loss contingenciedahdatthough the ultimate outcome of
these claims cannot be ascertained at this timegmtupending or threatened litigation mattersrareexpected to have a material adverse
impact on our condensed consolidated results afatipes or financial position.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
(DOLLARS IN MILLIONS)

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains "forward-looking statemenas that term is used in federal securities laksut Qwest Corporation's (the
"Company") financial condition, results of operasoand business. These statements include, ambars ot

o statements concerning the benefits that we expiélaesult from our business activities and ciert@ansactions we have completed, such as
increased revenues, decreased expenses and aggjuEtses and expenditures; and
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o statements of our expectations, beliefs, futlaagpand strategies, anticipated developments et matters that are not historical facts.

These statements may be made expressly in this For@. You can find many of these statements bkitapfor words such as "believes,
"expects,” "anticipates,” "estimates," or similapeessions used in this Form 10-Q.

These forward-looking statements are subject toamans assumptions, risks and uncertainties thataaaye our actual results to be
materially different from any future results exped or implied by us in those statements.

The most important facts that could prevent us femmieving our stated goals include, but are moitdid to, the following:
o intense competition in the local exchange, inffaA (Local Access and Transport Areas) toll, wissdeand data markets;
o changes in demand for our products and services;

o dependence on new product development and aatieteof the deployment of advanced new serviagsh as broadband data, wireless
video services, which could require substantiakeexjiture of financial and other resources in exocésdntemplated levels;

o rapid and significant changes in technology aadkets;
o higher than anticipated employee levels, capitpkenditures and operating expenses;

0 adverse changes in the regulatory and legislatn&onment impacting the competitive environmewtyerse changes in pricing in the local
exchange market affecting our business and detetfwiability to begin interLATA long-distance sies in our 14 state region;

o failure to achieve the projected synergies ananitial results expected to result from the meofj&r S WEST, our former parent
corporation ("U S WEST"), with and into Qwest omdwB0, 2000 (the "Merger"), on a timely basis aalhtand difficulties in combining the
operations of Qwest and U S WEST, which could affer revenues, levels of expenses and operatmdtse

Because the statements are subject to risks amdtamties, actual results may differ materiallgrfrthose expressed or implied by the
forward-looking statements. We caution you notlaxe undue reliance on the statements, which spelgias of the date of this Form 10-Q.

The cautionary statements contained or referréul ttais section should be considered in conneatith any subsequent written or oral
forward-looking statements that we or persons



acting on our behalf may issue. We do not undergéakeobligation to release publicly any revisioagihy forward-looking statements to
reflect events or circumstances after the datbisfflorm 10-Q or to reflect the occurrence of uitgpated events.

RESULTS OF OPERATIONS
Three and Nine Months Ended September 30, 2000 Coraged with 1999

REVENUES (IN MILLIONS)

THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
--------------------- - INCREASE/ - INCREASE/
2000 1999 (DECREASE) 2000 1999 (DECREASE)
Commercial services ....... $ 1383 $ 11 50 $ 233 203% $ 3,746 $ 3,3 21 $ 425 12.8%
Consumer and small
business services ...... 1,486 1,3 92 94 6.8% 4,378 4,0 89 289 7.1%
Switched access services .. 299 3 65 (66) (18.1)% 1,017 1,1 27 (110) (9.8)%

COMMERCIAL SERVICES. Commercial services revenuesderived from Internet, data, voice and wiref@sslucts and services to both
retail and wholesale business customers. The isesga commercial services revenues for the thmdenane months ended September 30,
2000 were primarily attributable to growth in satéglata products and services. We believe revefniossdata products and services will
account for an increasingly larger portion of comeiag services revenue in future periods. See "Bpéote Regarding Forward-Looking
Statements” on page 8.

CONSUMER AND SMALL BUSINESS SERVICES. Consumer amdall business services revenues are derived fntgnnlet, data, voice
and wireless products and services to the consantesmall business markets. The increases in carsamd small business services
revenues for the three and nine months ended Sbpte3f, 2000 were primarily attributable to growitwireless revenues. Revenues from
the sale of wireless products and services accddateb56 million and $180 million of the increades the three and nine months ended
September 30, 2000, respectively. The majoritthefremaining increase is primarily attributableléda services revenue, for both the three
and nine month periods ended September 30, 2000.

SWITCHED ACCESS SERVICES. Switched access servieemnues are derived from inter- and intra-statiéecked access from
interexchange carriers. The decreases in switcbegba services revenues for the three and ninensiented September 30, 2000 were
primarily attributable to federal access reformebhieduced the rates we are able to collect foswitched access services, partially offse
increased demand. We believe revenues from switabeeks services will continue to be negativelyaotgd by federal access reform. See
"Special Note Regarding Forward-Looking Statemeatspage 8.
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OPERATING EXPENSES (IN MILLIONS)

THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
—————————————————— INCREASE/ mmmmm e - INCREASE/
2000 199 9 (DECREASE) 2000 1999 (DECREASE)
Employee-related expenses ... $ 774 $ 9 34 $ (160) 17.1)% $ 2,375 $ 2,719 $ (344) 12.7)%
Other operating expenses .... 762 6 29 133 21.1% 2,275 1,903 372 19.5%
Depreciation and
amortization .............. 622 5 71 51 8.9% 1,763 1,713 50 2.9%
Merger-related and other
one-time charges .......... 899 - 899 100.0% 1,019 - 1,019 100.0%
Other expense-net ............ 187 1 11 76 68.5% 450 322 128 39.8%
Provision (benefit) for
income taxes .............. (34) 2 51 (285) (113.5)% 471 713 (242) (33.9)%

EMPLOYEE-RELATED EXPENSES. Employee-related expariselude salaries and wages, benefits, payroligand contract labor.

Employee-related expenses decreased primarilyaimeprovements in benefielated costs, primarily in our pension plan, maattributable
to favorable returns on pension plan assets. Bantifisetting the decreases in expenses was isegtamployee levels related to growth in
several sectors of the business, primarily wirebegs data communications. Additionally, increaseshimitments towards improving custor
services, including responding to requests fomiteion and repair services, resulted in highbotacosts. Across-the-board wage increases
also offset the decreases in employee-related sggen

OTHER OPERATING EXPENSES. Other operating expeirsgade access charges paid to carriers for thengof local and long-distance
traffic through their facilities, taxes other thimeome taxes, and other selling, general and adinative costs. The increases in other
operating expenses for the three and nine montthsdeSeptember 30, 2000, were primarily attributabliecreased costs of product sales
associated with our growth initiatives, includingeless handset costs, increased provision forlleutibles and increased rent expense.

DEPRECIATION AND AMORTIZATION EXPENSE. The increas@ depreciation and amortization expense fothhee and nine months
ended September 30, 2000, were primarily attridatedohigher overall property, plant and equipnmeaiances resulting from our continued
investment in our network.

MERGER-RELATED AND OTHER ONE-TIME CHARGES. For tlygiarter ended September 30, 2000, we incurred meztged and
other one-time charges totaling $0.9 billion. Tharge includes $118 million of severance, $324iomlbf property, plant and equipment
abandonments and
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impairments, $377 million of other merger-relatbduges and $80 million of litigation charges. Theesance charge covers a workforce
reduction of 2,319 employees, primarily affectitafisfunctions of the organization, of which 519@byees had been terminated as of
September 30, 2000.

For the nine months ended September 30, 2000, suered merger-related and other one-time chargabrtg $1.0 billion. The charge
includes $127 million of severance, $324 milliorpobperty, plant and equipment asset abandonmadtsrgairments, $488 million of other
mergerrelated charges and $80 million of litigation ctesgThe severance charge covers a workforce reduzti2,323 employees, primar
affecting staff functions of the organization, dfieh 523 employees had been terminated as of Septedd, 2000.

For the three and nine months ended Septembe080, the property, plant and equipment charge dedu$107 million of internal software
projects that were in progress that managemenddtasmined to no longer pursue. In addition, manmege has evaluated its network and
identified certain network assets that are impalrasied upon the criteria specified in StatemenErafncial Accounting Standards ("FAS")
No. 121, "Accounting for the Impairment of Lc-Lived Assets and Long-Lived Assets to be Dispdd&ti resulting in an impairment charge
of $217 million. The other merger-related charge$3Y7 million and $488 million for the three anide& months ended September 30, 2000,
respectively, include employee retention paymesustracts to be terminated, penalties for contierchinations, relocation costs, and merger
integration costs, offset by post-retirement bdrafitailment gains.

We anticipate additional merger-related expensédwincurred as we continue merger integratidores. See "Special Note Regarding
Forward-Looking Statements" on page 8.

OTHER EXPENSE-NET. Interest expense increased #8®mand $109 million for the three and nine momiended September 30, 2000,
respectively, over the comparable 1999 periods.iftreases were due to higher average debt baléméasd growth initiatives. The
Company also incurred a $39 million loss on the sélffixed assets, for the three and nine montde@iSeptember 30, 2000. The Company
earned other income of $6 million for the three therended September 30, 2000 compared to othensemé $9 million incurred for the
three months ended September 30, 1999. The Conipeunyed other expense of $13 million for the nmenths ended September 30, 2000
compared to other expense of $33 million for themromparable period. The decreases in other esgpfem the three and nine months ended
September 30, 2000 are primarily due to a redudtigrgulatory interest expense.
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PROVISION (BENEFIT) FOR INCOME TAXES. The effectivax rate for the three months ended Septembe&t(®®) was 44.7% compared
to 37.9% for 1999. The higher rate for the threenthe ended September 30, 2000 was attributablertognent differences, primarily meals

and entertainment, state income taxes and investiamesredit amortization. The effective tax rade the nine months ended September 30,
2000 of 37.4% was consistent with the nine montited September 30, 1999 rate of 37.9%.

SEGMENT RESULTS. Segment results represent margich, for segment reporting purposes, excludeagedosts and expenses,
including depreciation and amortization. See Note e consolidated financial statements.

THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
------------------ INCREASE/ - INCREASE/
(in millions) 2000 1999 (DECREASE) 2000 1999 (DECREASE)

Segment margin results:

Retail services .......... $ 2,108 $ 1, 560 $ 548 351% $ 5087 $ 4,6 08 $ 479 10.4%
Wholesale services ....... 716 549 167  30.4% 1,875 1,6 05 270 16.8%
Network services ......... (753)  ( 699) (54) (7.7)% (2,086) (2,0 83) 3) (0.1)%

Margins from the retail services segment increakesto revenue growth. Revenue from the retailisesvsegment increased 54% and 23%
for the three and nine months ended September0®0, 2espectively over the comparable 1999 periblds.revenue increases were partially
offset by higher operating expenses driven by gnanitiatives. Margins from the wholesale servisegment increased as a result of greater
demand for access and interconnection servicesalhaoffset by price reductions as mandated bthbederal and state regulatory authori
and higher operating costs associated with actesge expenses. Margins from the network serviegsent decreased due to higher
operating expenses associated with enhancing castenvice.
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RECENT REGULATORY DEVELOPMENTS

ACCESS REFORM. In May 2000, the FCC adopted theseeform and universal service proposal develbgedtle Coalition for
Affordable Local and Long Distance Service ("CALpB&N"). The five year plan significantly reducestsived access rates, eliminates the
presubscribed interexchange carrier charge whiéngacurrent subscriber line charge caps, andbsies a new $650 million universal
service fund to replace implicit subsidies in istate access charges. The CALLS plan is mandatotpé 2000-01 annual price cap tariff
filing and carriers that opt out of the voluntampyisions of the CALLS plan will be required to achuet a forward-looking cost study to set
their rates. We have appealed the order and askedstay of certain provisions. The FCC denied #ugiest for stay.

The access reform order also continued to alloarimétion service providers to avoid access chargas.will continue to negatively impact
results of in-region local exchange operationdas/blume of information service-related usage ioowiess to increase without an associated
increase in revenues.

In 2000, the incumbent local exchange carriersg@s") and WorldCom appealed the February 1999 F@E€raleclaring Internet traffic to
be interstate. The FCC order required current ageeé¢s to remain intact for reciprocal compensatwith competitive local exchange carriers
("CLECs") until it rules on this matter. In MarcO@), the U.S. Court of Appeals partially vacated ssmanded the order back to the FCC.
Until this is resolved, there will remain uncertginegarding our local exchange business' paymigigagion for Internet traffic.

COURT REMAND OF 6.5% PRODUCTIVITY FACTOR. In 199%e District of Columbia U.S. Court of Appeals isdwa ruling reversing
and remanding back to the FCC its order requiritigds to retroactively increase the productivitysetffto price caps to 6.5% in their annual
price cap filings. The Court found that the FCCeo did not justify the increase. In December 1988 FCC issued a notice of proposed
rulemaking responding to the issues raised in thert® remand. As part of adopting CALLS, the FQ@ed that the CALLS participants he
agreed to
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waive any right to recoupment they might be erditle seek if the FCC could not justify 6.5% prodkity factor on remand. We are
reviewing this issue and considering our options.

ADVANCED TELECOMMUNICATIONS SERVICES. In March 20Q@he District of Columbia U.S. Court of Appealstmlly vacated and
remanded back to the FCC its order establishingraed collocation requirements for both conventivni&e and advanced services. We
also appealed the December 1999 FCC order requhatdine sharing be provided as an unbundled otwlement ("UNE"). Line sharing
allows a CLEC to provide advanced services oves#ime loop that the ILEC uses to provide analogeveervice. Previously, CLECs
purchased a separate loop to provision advanceitsesrIn March 2000, we and GTE appealed the FODEtember 1999 order on remand
concerning the application of the unbundling reguient to the provision of advanced services.

IMPLEMENTATION OF THE 1996 TELECOMMUNICATIONS ACTIn July 2000, the Eighth Circuit Court of Appeaffiraned in part
and reversed in part the FCC's UNE and resalengritiles, vacating and remanding the rules to €.Frhe Court also affirmed several of
its previous rulings regarding other aspects ofRB€'s UNE rules. In June 2000, the FCC affirmedi extended its November 1999 interim
constraint on conversion of special access serticaabundled network element combination pricingd alarified what constitutes a
"significant amount of local exchange service"determining when loop-transport UNE combinatioavsilable.

INTERLATA LONG-DISTANCE ENTRY. We have proceedingsquesting support of Qwest to enter the interLA®Ag-distance business
in 12 of the states in the U S WEST region andinortto work with the state public utility commises ("PUCs") in those states to gain
approval. We are addressing operational suppottisyssues and have agreed to participate in rratkisesting where the states are
agreeable. We intend to file entry applicationdwaitir remaining state PUCs by the end of the djustrter of 2001, with FCC filings
following favorable state action. See "Special NRegarding Forward-Looking Statements " on page 12.

In June 2000, the FCC approved SBC Communicatlanss application to provide long distance seniic&exas. On August 1, 2000, the

Court of Appeals for the DC Circuit upheld the FEDecember 1999 approval of Bell Atlantic-New Yeriiow Verizon Communications)
application to provide interLATA service in New YomBell Atlantic has already gained some long distamarket share in New York and

SBC is expected to do the same in Texas now thmbaal has been granted. This could negativelycaffavest's long distance business in
those states.

NUMBER POOLING. In March 2000, the FCC issued atienrsubstantially changing the way telephone numaes allocated among carri
in order to avoid the premature exhaustion of tebe@ numbers in North America. This new approachktrha in place by mid-2001 in our
region and will require significant modifications dperational support systems and switch softwatte sosts exceeding $345 million. The
FCC has issued a further notice of proposed rulémgak determine how ILECs may recover these doséscompetitively neutral way.
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NEW ACCOUNTING STANDARDS

In June 1998, the Financial Accounting Standardsr@@ssued FAS No. 133, "Accounting for Derivatimstruments and Hedging Activitie
This statement establishes accounting and repastargdards for derivative instruments and for heglgictivities. FAS No. 133 requires,
among other things, that all derivative instrumdrdgecognized at fair value as assets or liadslith the consolidated balance sheets and
changes in fair value generally be recognized atigrén earnings unless specific hedge accountiitgréa are met. This standard is effective
for our 2001 fiscal year, although earlier adopi®permitted. Financial statement impacts of adgphe new standard depend upon the
amount and nature of the future use of derivatiséruments and their relative changes in valuatieer time. Had we adopted FAS No. 133
in 2000, its impact on the consolidated financiatements would not have been material.

In December 1999, the Securities and Exchange Cessioni issued Staff Accounting Bulletin No. 101 (tBailletin®), "Revenue Recognition
in Financial Statements," which addresses revestmgnition issues. The Bulletin requires, in cerses, nonrefundable up-front fees for
services to be deferred and recognized over theatag period of performance. The Bulletin alsovadancremental direct costs incurred in
obtaining the up-front fees to be deferred andgeied over the same period as the up-front feles.ifiplementation of the Bulletin has
been delayed until the fourth quarter of 2000 feedl years beginning after December 15, 1999.apmication of the Bulletin will be
retroactive to January 1, 2000. We are assessityples of transactions that may be impacted lsyptinouncement. The impact of the
Bulletin on the consolidated financial statemegtsadt anticipated to be material.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The Company and its subsidiaries are subject imsland proceedings arising in the ordinary coofdausiness. For a discussion of these

actions, see Note 4: "Contingencies"” - to the coedd consolidated financial statements.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

intermediate term debt of the Registr
pursuant to Regulation S-K, Item 601(
to this regulation, the Registrant he
copy of any such instrument to the SE

17

(a) Exhibits
Exhibit No.

(2.1) Articles of Merger including the Plan of Merger between The
Mountain States Telephone and Telegra ph Company (renamed U S WEST
Communications, Inc.) and Northwester n Bell Telephone Company
(incorporated by reference to Exhibit 2a to Form SE filed on
January 8, 1991, File No. 1-3040).

(2.2) Articles of Merger including the Plan of Merger between The
Mountain States Telephone and Telegra ph Company (renamed U S WEST
Communications, Inc.) and Pacific Nor thwest Bell Telephone
Company (incorporated by reference to Exhibit 2b to Form SE filed
on January 8, 1991, File No. 1-3040).

3.1) Amended Atrticles of Incorporation of the Registrant filed with
the Secretary of State of Colorado on July 6, 2000, evidencing
change of Registrant's name from U S WEST Communications, Inc. to
Qwest Corporation (incorporated by re ference to Qwest
Corporation's quarterly report on For m 10-Q for the quarter ended
June 30, 2000).

3.2) Restated Articles of Incorporation of the Registrant
(incorporated by reference to Exhibit 3a to Form 10-K/A filed on
April 13, 1998, File No. 1-3040).

3.3) Bylaws of the Registrant, as amended (incorporated by reference
to Exhibit 3b to Form 10-K/A filed on April 13, 1998, File No.
1-3040).

4.1 No instrument which defines the right s of holders of long and

ant is filed herewith

b) (4) (iii) (A). Pursuant
reby agrees to furnish a
C upon request.



Exhibit No.

(4.3)

(10.1)

(10.2)

(10.3)

(10.4)

(10.5)

Indenture, dated as of October 15, 1
Communications, Inc. and Bank One Tr
(Exhibit 4b to Form 10-K for the per
File No. 1-3040). The form or forms
respect to each particular series of
hereunder will be filed as an exhibi
8-K of U S WEST Communications, Inc.
reference.

Reorganization and Divestiture Agree
1983, between American Telephone and
Inc., and certain of their affiliate
Mountain States Telephone and Telegr
Bell Telephone Company, Pacific Nort
and NewVector Communications, Inc. (
the period ended December 31, 1983,

Shared Network Facilities Agreement,
between American Telephone and Teleg
Communications of the Midwest, Inc.
Telephone and Telegraph Company. (Ex
the period ended December 31, 1983,

Agreement Concerning Termination of
effective December 31, 1983, between
Telegraph Company, Western Electric
Mountain States Telephone and Telegr
Services Organization (Exhibit 10d t
ended December 31, 1983, File No. 1-

Agreement Concerning Certain Central
Systems, effective December 31, 1983
and Telegraph Company, Western Elect
The Mountain States Telephone and Te
Services Organization (Exhibit 10e t
ended December 31, 1983, File No. 1-

Agreement Concerning Patents, Techni
Copyrights, effective December 31, 1
Telephone and Telegraph Company and
to Form 10-K for the period ended De
1-3040).
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Exhibit No.

(10.6)

(10.7)

(10.8)

(10.9)

(10.10)

(10.11)

(10.12)

Agreement Concerning Liabilities, Ta
Certain Agreements, dated as of Nove
American Telephone and Telegraph Com
Mountain States Telephone and Telegr
their affiliates (Exhibit 10g to For
December 31, 1983, File No. 1-3040).

Agreement Concerning Trademarks, Tra
effective December 31, 1983, between
Telegraph Company, American Informat
Bell Atlantic Corporation, BellSouth
Bell, Inc., NYNEX Corporation, Pacif
Southern New England Telephone Compa
Corporation and U S WEST, Inc. (Exhi
period ended December 31, 1984, File

Shareholders' Agreement, dated as of
Ameritech Services, Inc., Bell Atlan
Inc., BellSouth Services, Incorporat
Pacific Bell, Southwestern Bell Tele
States Telephone and Telegraph Compa
Telephone Company and Pacific Northw
(Exhibit 10h to Form SE dated March

Form of Agreement for Purchase and S
dated as of June 16, 1999, between C
U S WEST Communications, Inc. (Exhib
June 16, 1999, File No. 1-3040).

364-Day $800 million Credit Agreemen
the banks listed therein and Morgan
York, as administrative agent. (Exhi
period ended June 30, 1999, File No.

Amendment No. 1 to Credit Agreement,
to the 364-Day $800 million Credit A
1999, among the Company, U S WEST, |
and Morgan Guaranty Trust Company of
agent. (Exhibit 10-K to Form 10-Q fo
1999, File No. 1-3040).

364-Day $4.0 billion Credit Agreemen
among U S WEST Capital Funding, Inc.
Inc., the banks listed therein, and
of New York, as administrative agent
for the period ended March 31, 2000,
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Exhibit No.

(10.13) Purchase Agreement dated as of June 5, 2000 among U S WEST
Communications, Inc. and Lehman Brot hers Inc., Merrill Lynch &
Co., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Banc of
America Securities LLC, and J.P. Mor gan Securities Inc. as
Representatives of the Initial Purch asers listed therein.
(Exhibit 1.A to Form S-4 filed Octob er 11, 2000).

(10.14) Registration Rights Agreement dated as of June 5, 2000 among
U S WEST Communications, Inc. and th e Initial Purchasers listed
therein. (Exhibit 4.A to Form S-4 fi led October 11, 2000).

27 Financial Data Schedule.

() Previously filed.

(b) Reports on Form 8-K filed during the third cearof 2000.
(i) The Company has not filed a Form 8-K during plegiod.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Qwest Corporation

By: /'s/ ROBERT S. WOCODRUFF

Robert S. Wbodr uf f
Executive Vice President - Finance and
Chi ef Financial Oficer

Novenber 14, 2000

21



EXHIBIT INDEX

EXHIBIT

NUMBER DESCRIPTION

(2.2) Articles of Merger including the Pla
Mountain States Telephone and Telegr
Communications, Inc.) and Northweste
(incorporated by reference to Exhibi
January 8, 1991, File No. 1-3040).

(2.2) Articles of Merger including the Pla
Mountain States Telephone and Telegr
Communications, Inc.) and Pacific No
Company (incorporated by reference t
on January 8, 1991, File No. 1-3040)

(3.1) Amended Articles of Incorporation of
the Secretary of State of Colorado o
change of Registrant's name from U S
Qwest Corporation (incorporated by r
Corporation's quarterly report on Fo
June 30, 2000).

3.2 Restated Articles of Incorporation o
(incorporated by reference to Exhibi
April 13, 1998, File No. 1-3040).

(3.3) Bylaws of the Registrant, as amended
to Exhibit 3b to Form 10-K/A filed o
1-3040).

4.1 No instrument which defines the righ

intermediate term debt of the Regist
pursuant to Regulation S-K, Item 601
to this regulation, the Registrant h
copy of any such instrument to the S

n of Merger between The

aph Company (renamed U S WEST
rn Bell Telephone Company

t 2a to Form SE filed on

n of Merger between The

aph Company (renamed U S WEST
rthwest Bell Telephone

o Exhibit 2b to Form SE filed

the Registrant filed with

n July 6, 2000, evidencing
WEST Communications, Inc. to
eference to Qwest

rm 10-Q for the quarter ended

f the Registrant
t 3a to Form 10-K/A filed on

(incorporated by reference
n April 13, 1998, File No.

ts of holders of long and
rant is filed herewith

(b) (4) (iii) (A). Pursuant
ereby agrees to furnish a
EC upon request.



(4.3)

(10.1)

(10.2)

(10.3)

(10.4)

(10.5)

Indenture, dated as of October 15, 19
Communications, Inc. and Bank One Tru
(Exhibit 4b to Form 10-K for the peri
File No. 1-3040). The form or forms o
respect to each particular series of
hereunder will be filed as an exhibit
8-K of U S WEST Communications, Inc.
reference.

Reorganization and Divestiture Agreem
1983, between American Telephone and
Inc., and certain of their affiliated
Mountain States Telephone and Telegra
Bell Telephone Company, Pacific North
and NewVector Communications, Inc. (E
the period ended December 31, 1983, F

Shared Network Facilities Agreement,
between American Telephone and Telegr
Communications of the Midwest, Inc. a
Telephone and Telegraph Company. (Exh
the period ended December 31, 1983, F

Agreement Concerning Termination of t
effective December 31, 1983, between
Telegraph Company, Western Electric C
Mountain States Telephone and Telegra
Services Organization (Exhibit 10d to
ended December 31, 1983, File No. 1-3

Agreement Concerning Certain Centrall
Systems, effective December 31, 1983,
and Telegraph Company, Western Electr
The Mountain States Telephone and Tel
Services Organization (Exhibit 10e to
ended December 31, 1983, File No. 1-3

Agreement Concerning Patents, Technic
Copyrights, effective December 31, 19
Telephone and Telegraph Company and U
to Form 10-K for the period ended Dec
1-3040).

99, by and between U S WEST
st Company, NA as Trustee

od ended December 31, 1999,
f debt securities with

debt securities registered

to a Current Report on Form
and incorporated by

ent, dated as of November 1,
Telegraph Company, U S WEST,
companies, including The

ph Company, Northwestern

west Bell Telephone Company
xhibit 10a to Form 10-K for

ile No. 1-3040).

dated as of January 1, 1984,
aph Company, AT&T

nd The Mountain States

ibit 10b to Form 10-K for

ile No. 1-3040).

he Standard Supply Contract,
American Telephone and
ompany, Incorporated, The
ph Company and Central
Form 10-K for the period
040).

y Developed Computer
between American Telephone
ic Company, Incorporated,
egraph Company and Central
Form 10-K for the period
040).

al Information and

83, between American

S WEST, Inc. (Exhibit 10f
ember 31, 1983, File No.



(10.6)

(10.7)

(10.8)

(10.9)

(10.10)

(10.11)

(10.12)

Agreement Concerning Liabilities, Tax
Certain Agreements, dated as of Novem
American Telephone and Telegraph Comp
Mountain States Telephone and Telegra
their affiliates (Exhibit 10g to Form
December 31, 1983, File No. 1-3040).

Agreement Concerning Trademarks, Trad
effective December 31, 1983, between
Telegraph Company, American Informati
Bell Atlantic Corporation, BellSouth
Bell, Inc., NYNEX Corporation, Pacifi
Southern New England Telephone Compan
Corporation and U S WEST, Inc. (Exhib
period ended December 31, 1984, File

Shareholders' Agreement, dated as of
Ameritech Services, Inc., Bell Atlant
Inc., BellSouth Services, Incorporate
Pacific Bell, Southwestern Bell Telep
States Telephone and Telegraph Compan
Telephone Company and Pacific Northwe
(Exhibit 10h to Form SE dated March 5

Form of Agreement for Purchase and Sa
dated as of June 16, 1999, between Ci
U S WEST Communications, Inc. (Exhibi
June 16, 1999, File No. 1-3040).

364-Day $800 million Credit Agreement
the banks listed therein and Morgan G
York, as administrative agent. (Exhib
period ended June 30, 1999, File No.

Amendment No. 1 to Credit Agreement,
to the 364-Day $800 million Credit Ag
1999, among the Company, U S WEST, In
and Morgan Guaranty Trust Company of
agent. (Exhibit 10-K to Form 10-Q for
1999, File No. 1-3040).

364-Day $4.0 billion Credit Agreement
among U S WEST Capital Funding, Inc.,
Inc., the banks listed therein, and M
of New York, as administrative agent
for the period ended March 31, 2000,

Matters and Termination of
ber 1, 1983, between

any, U S WEST, Inc., The
ph Company and certain of
10-K for the period ended

e Names and Service Marks,
American Telephone and

on Technologies Corporation,
Corporation, Cincinnati

¢ Telesis Group, The

y, Southwestern Bell

it 10i to Form 10-K for the
No. 1-3040).

January 1, 1988, between

ic Management Services,

d, NYNEX Service Company,
hone Company, The Mountain
y, Northwestern Bell

st Bell Telephone Company

, 1992, File No. 1-3040).

le of Telephone Exchanges,
tizens Utilities Company and
t 99-B to Form 8-K dated

dated May 19, 1999, with
uaranty Trust Company of New
it 10-J to Form 10-Q for the
1-3040).

dated as of June 11, 1999,
reement, dated as of May 19,
c., the banks listed therein
New York, as administrative
the period ended June 30,

dated as of May 5, 2000,

the Company and U S WEST,
organ Guaranty Trust Company
(Exhibit 10-L to Form 10-Q

File No. 1-3040).



() Previously filed

(10.13)

(10.14)

27

Purchase Agreement dated as of June 5
Communications, Inc. and Lehman Broth
Co., Merrill Lynch, Pierce, Fenner &
America Securities LLC, and J.P. Morg
Representatives of the Initial Purcha
(Exhibit 1.A to Form S-4 filed Octobe

Registration Rights Agreement dated a
U S WEST Communications, Inc. and the
therein. (Exhibit 4.A to Form S-4 fil

Financial Data Schedule.

, 2000 among U S WEST
ers Inc., Merrill Lynch &
Smith Incorporated, Banc of
an Securities Inc. as

sers listed therein.

r11, 2000).

s of June 5, 2000 among
Initial Purchasers listed
ed October 11, 2000).



ARTICLE 5
MULTIPLIER: 1,000,00(

PERIOD TYPE 9 MOS
FISCAL YEAR END DEC 31 200
PERIOD START JAN 01 200!
PERIOD END SEP 30 200
CASH 17C
SECURITIES 0
RECEIVABLES 1,93(
ALLOWANCES 0
INVENTORY 141
CURRENT ASSET¢ 2,50z
PP&E 17,57
DEPRECIATION 0
TOTAL ASSETS 21,827
CURRENT LIABILITIES 6,19¢
BONDS 6,40¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 8,14(
OTHER SE (3,283
TOTAL LIABILITY AND EQUITY 21,82
SALES 0
TOTAL REVENUES 9,141
CGS 0
TOTAL COSTS 0
OTHER EXPENSE! 0
LOSS PROVISION 0
INTEREST EXPENSE 39¢
INCOME PRETAX 1,25¢
INCOME TAX 471
INCOME CONTINUING 78¢€
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 78€
EPS BASIC 0
EPS DILUTED 0
End of Filing
pewerad 5y EDCAR -
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