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THE REGISTRANT, A WHOLLY OWNED SUBSIDIARY & QWEST COMMUNICATIONS INTERNATIONAL INC., MEETS
THE CONDITIONS SET FORTH IN GENERAL INSTRUCTIONS H)(a) AND (b) OF FORM 10-Q AND IS THEREFORE FILINGHIS
FORM WITH REDUCED DISCLOSURE FORMAT PURSUANT TO GHRAL INSTRUCTION H(2.)

Indicate by check mark whether the regigt(a) has filed all reports required to be filgd®ection 13 or 15(d) of the Securities
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GLOSSARY OF TERMS

Our industry uses many terms and acronyuaisrhay not be familiar to you. To assist you iadiag this document, we have provided
below definitions of some of these terms.

. Access Lines.Telephone lines reaching from the customer's &sto a connection with the public switched tetaye
network. When we refer to our access lines we nadlaour consumer, wholesale and business access limcluding those us
by us and our affiliates.

. Asynchronous Transfer Mode (ATMA broadband, network transport service that ptesia fast, efficient way to move large
guantities of information.

. Bell Operating Company (BOC)As defined in the Telecommunications Act of 199 term includes Qwest Corporation, as
the successor to U S WEST Communications, Inc. UtideTelecommunications Act of 1996, "Bell OpargtCompany" also
would include any successor or assign of Qwest @atn that provides wireline telephone exchargeise.

. Competitive Local Exchange Carriers (CLECs)elecommunications providers that compete witimysroviding local voice
services in our local service area.

. Customer Premises Equipment (CPE)elecommunications equipment sold to a custommrally in connection with our
providing telecommunications services to that cuso

. Dedicated Internet Access (DIA)nternet access ranging from 128 kilobits peogedo 2.4 gigabits per second.

. Digital Subscriber Line (DSL).A technology for providing high speed data comiations over telephone lines.

. Frame Relay. A high speed switching technology, primarily usednterconnect multiple local networks.

. Incumbent Local Exchange Carrier (ILEC)A traditional telecommunications provider, sushQwest Corporation, that, prior

to the Telecommunications Act of 1996, had the @sigk right and responsibility for providing lodalecommunications
services in its local service area.

. Integrated Services Digital Network (ISDNA telecommunications standard that uses digiéaldmission technology to
support voice, video and data communications apiptios over regular telephone lines.

. Interexchange Carriers (IXCs) Telecommunications providers that provide longtatice services to end users by handling
calls that are made from a phone exchange in orieAL#y an exchange in another LATA or between exglesnwithin a
LATA.

. InterLATA long-distance servicesTelecommunications services, including "800" g&rs, that cross LATA boundaries.

. Internet Dial Access.Provides ISPs and business customers with a @mapsive, reliable and cost-effective dial-up nekwvo
infrastructure.

. Internet Protocol (IP). A protocol for transferring information acrose tinternet in packets of data.

. Internet Service Providers (ISPsBusinesses that provide Internet access to mtaibmers.

. IntraLATA long-distance servicesThese services include calls that terminate detaicaller's local calling area but within

their LATA, including wide area telecommunicatisgesvice or "800" services for customers with gephieally highly
concentrated demand.




Local Access Transport Area (LAT, A geographical area in which telecommunicatiomvijglers may offer services. The
are 163 LATAs in the United States and 27 in ogalservice area.

Local Calling Area. A geographical area, usually smaller than a LAWAhin which a customer can make telephone calls
without incurring long-distance charges. Multipbe#l calling areas generally make up a LATA.

Private Lines. Direct circuits or channels specifically dedichte the use of an end-user organization for thrpqee of
directly connecting two or more sites.

Public Switched Telephone Network (PSTN)e worldwide voice telephone network that isessible to every person with a
telephone and a dial tone.

Unbundled Network Elements (UNEs) Platform (UNE-B)iscrete elements of our network that are sol@ased to
competitive telecommunications providers and thay ime combined to provide their retail telecommatians services.

Virtual Private Network (VPN).A private network that operates securely withpuhlic network (such as the Internet) by
means of encrypting transmissions.

Voice over Internet Protocol (VolP)An application that provides real-time, two-wayiae capability originating in the
Internet protocol over a broadband connection.

Web Hosting. The providing of space, power and bandwidth itad&nters for hosting of customers' Internet egeipt.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS)

(UNAUDITED)
Three Months Ended March 31,
2005 2004
Operating revenu $ 2,26¢ $ 2,38¢
Operating reveni—affiliates 282 22¢
Total operating revent 2,551 2,617
Operating expense
Cost of sales (exclusive of depreciation and arratitn) 53¢ 53C
Cost of sale—affiliates 53 69
Selling, general and administrati 41C 44¢
Selling, general and administrat—affiliates 30C 27¢
Depreciatior 57¢ 574
Intangible assets amortizati 91 92
Total operating expens 1,96¢ 1,99:¢
Operating incom: 58& 624
Other expense (income
Interest expen—net 14¢ 14¢
Other expense (incom—net 13 4
Total other expen—net 162 144
Income before income taxes, and discontinued apes 427 48(
Income tax (expenst (161) (18¢)
Income from continuing operatiol 262 294
Loss from discontinued operations, net of tax obfil $27, respective — (42)
Net income $ 26z $ 25¢

The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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Current asset:

QWEST CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(DOLLARS IN MILLIONS)
(UNAUDITED)

ASSETS

Cash and cash equivale

Shor-term investment

Accounts receivable (less allowance of $72 milkord $72 million, respectivel
Accounts receivab—affiliates

Deferred income taxe

Prepaid expenses and other current a:

Total current asse

Property, plant and equipm—net
Capitalized software and other intangible a—net

Prepaid pension ass

Other asset

Total asset

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Current borrowing:

Accounts payabl

Accounts payab—affiliates

Dividends payab—QSC

Accrued expenses and other current liabili
Deferred revenue and advanced billi

Total current liabilities

Long-term borrowings (net of unamortized debt discodr#187 and $138, respectivel

Pos-retirement and other p-employment benefit obligatior
Deferred income taxe
Other lon¢-term liabilities

Total liabilities

Commitments and contingencies (Note

Stockholder's equity

Common stoc—one share without par, owned by Q
Accumulated defici
Accumulated other comprehensive i

Total stockholder's equi

Total liabilities and stockholder's equ

The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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March 31, December 31,
2005 2004

$ 38 $ 34z
25C 20€

1,032 1,06¢€

151 15€

88 112

29C 262

2,20( 2,14«

14,88¢ 15,26¢

73¢ 79¢

1,01¢ 1,021

341 35¢

$ 19,18 $ 19,59(
| |
$ 404 $ 40t
363 367

822 67%

25C 412

73t 80z

497 511

3,071 3,17:

7,25¢€ 7,25k

2,84¢ 2,83¢

2,222 2,19¢

53C 531

15,92t 15,98¢

10,14¢ 10,15(
(6,889 (6,54¢)

2 —

3,26( 3,60

$ 19,18 $ 19,59(
I




QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN MILLIONS)

OPERATING ACTIVITIES

Net income

Adjustments to net incom
Loss from discontinued operations, net of te
Depreciation and amortizatic
Provision for bad debr
Deferred income taxe
Income tax benefit distributed to Q¢
Other nor-cash charg—net

Changes in operating assets and liabili
Accounts receivabl
Accounts receivab—affiliates
Prepaid and other current ass

(UNAUDITED)

Accounts payable, accrued expenses and other tligkifities

Accounts payab—affiliates
Deferred revenue and advance billir
Other lon¢-term assets and liabiliti¢

Cash provided by operating activiti
INVESTING ACTIVITIES
Expenditures for property, plant and equipn
Interest in net purchases of investments managguhitsni

Other

Cash used for investing activiti

FINANCING ACTIVITIES
Repayments of current portion of Ic-term borrowings
Dividends paid to QSt

Cash used for financing activiti
CASH AND CASH EQUIVALENTS
Increase in cas

Beginning balanc

Ending balanc

Three Months Ended March 31,

2005 2004
$ 26z $ 252
— 41
67C 66€
23 37
52 20
— (29
4 14
11 13C
5 12
(14) (13)
(72) (102)
147 174
(20) (72)
34 (5)
1,102 1,12¢
(250) (387)
(41) (151)
— 8
(291) (530)
(2 (8)
(762) (500)
(764) (508)
47 88
342 655
$ 38 $ 742
| |

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE THREE MONTHS ENDED MARCH 31, 2005
(UNAUDITED)

Unless the context requires otherwise, referencakis report to "Qwest," "we," "us," the "Compararid "our" refer to Qwest
Corporation and its consolidated subsidiaries, aafkérences to "QCII" refer to our ultimate paremrngpany, Qwest Communications
International Inc., and its consolidated subsidéi

Note 1: Basis of Presentation

These condensed consolidated interim fil@statements are unaudited and are preparedor@gance with the instructions for
Form 10-Q. In compliance with those instructiorestain information and footnote disclosures norgnaitiuded in consolidated financial
statements prepared in accordance with generadlgpaed accounting principles in the United StafeSmoerica ("GAAP") have been
condensed or omitted.

In the opinion of management, these statésriaclude all the adjustments necessary to faimsent our condensed consolidated results
of operations, financial position and cash flowsfblarch 31, 2005 and for all periods presentdtese condensed consolidated financial
statements should be read in conjunction with titétad consolidated financial statements inclugedur annual report on Form 10-K for the
year ended December 31, 2004 (the "2004 For-K"). The condensed consolidated results of openatand the condensed consolidated
statement of cash flows for the three month peegioded March 31, 2005 are not necessarily indicativbe results or cash flows expected
the full year.

Until May 1, 2004, we provided wirelesswsees through our wholly owned subsidiary, Qwestaliss LLC ("Qwest Wireless"). On
May 1, 2004, we transferred ownership of Qwest Wa®to an affiliate. As a consequence, we no lohgee wireless operations, and the
results of Qwest Wireless are reported as a loss fliscontinued operations in our condensed catesielil statements of operations for the
three months ended March 31, 2004. See Note 2—fBEransQwest Wireless Operations, for addition@imation on the results of Qwest
Wireless.

Stocl-based compensation

Some of our employees participate in QGlk&k option plans. These plans are accountedsiag the intrinsic-value recognition and
measurement principles of Accounting Principlesri@dapinion No. 25, "Accounting for Stock IssuecBmployees.” Under the intrinsic
value method no compensation expense is recogfozexghtions granted to employees when the strikeepf those options equals or exce
the value of the underlying security on the measerg date. Any excess of the stock price on thesoreaent date over the exercise price is
recorded as deferred compensation and amortizedlowaervice period during which the stock opéavard vests using the accelerated
method described in Financial Accounting Stand&uaisrd ("FASB") Interpretation ("FIN") No. 28, "Acoating for Stock Appreciation
Rights and Other Variable Stock Option or AwardrBla QCII allocates to us, through a contributionr, share of the deferred compensation
expense described herein based on options gramtada £mployees.

Had compensation cost for our employeeatsigiation in the QCII stock-based compensaticeamplbeen determined under the fair-value
method in accordance with the provisions of Stataroé




Financial Accounting Standards ("SFAS") No. 123¢¢Aunting for Stock-Based Compensation,” our nedrime would have been changed to
the pro forma amounts indicated below:

Three Months Ended
March 31,

2005 2004

(Dollars in millions)

Net income:

As reportec $ 26z $ 252
Add: Stock-option-based employee compensation esggrtiuded in reported ne

income, net of related tax effe — 1
Deduct: Total stock-optiobased employee compensation expense determinec

fair-value-based method for all awards, net of related taects (6) (5)
Pro forma incomt $ 25¢ % 24¢

The pro forma amounts reflected above nwye representative of the effects on our reparttdncome or loss in future years because
the number of future shares to be issued undee thless is not known and the assumptions usedt¢éordime the fair value can vary
significantly. See "Recently Issued Accounting Pramcements" below for further discussion of SFASR.2

Recently issued accounting pronounceme

In March 2005, the FASB issued FIN 47, "#anting for Conditional Asset Retirement ObligasdrFIN 47 will be effective for Qwest
on December 31, 2005 and requires us to recogeizg eetirement obligations which are conditiomabduture event, such as the obligation
to safely dispose of asbestos when a buildingn®deled. Uncertainty about the timing or settlentdrihe obligation is factored into the
measurement of the liability. We are in the proagdsguantifying the impact FIN 47 will have on dimancial position and results of
operations.

In April 2005, the Securities and Excha@genmission ("SEC") delayed the effective date oASHNo. 123R, "Share-Based Payments."
SFAS No. 123R will now be effective for Qwest agta# interim reporting period beginning Januard06. SFAS 123R requires that
compensation cost relating to share-based paymeergactions be recognized in financial statemegdedb on the fair value of the equity or
liability instruments issued. SFAS No. 123R cowerside range of share-based compensation arrangemetuding share options, restricted
share plans, performance-based awards, share ajmecights and employee share purchase plansdd\fet anticipate that the adoption of
SFAS No. 123R will have a material impact on ounaficial position or results of operations.

In December 2004, the FASB issued SFAS188, "Exchanges of Non-Monetary Assets" which fective for us starting July 1, 2005.
In the past, we were frequently required to meathaevalue of assets exchanged in non-monetargacdions by using the net book value of
the asset relinquished. Under SFAS No. 153, wemaéasure assets exchanged at fair value, as lahg amnsaction has commercial
substance and the fair value of the assets excasgieterminable within reasonable limits. A nooratary exchange has commercial
substance if the future cash flows of the entityexpected to change significantly as a resulh®fetxchange. The adoption of SFAS No. 153
is not anticipated to have a material effect onfmancial position or results of operations.

Reclassifications

We utilize the cash management servic&dvedst Services Corporation, our direct parent ("QSQSC concentrates our cash with that
of all other QSC subsidiaries and manages andtsties cash on our behalf. We previously reportedash and cash equivalents on our
balance sheets the




amount of cash held by QSC on our behalf for cashagement. QSC's cash management portfolio incalds money market funds,
commercial paper, investments in auction rate s#esiand U.S. government agency and corporatesnistdarch 2005, QCII reclassified
investment in auction rate securities from cashaash equivalents into short-term investmentssicdnsolidated balance sheets. Following
QClI's reclassification of these investments, weidksd that our proportionate share of the QSC plotbf invested cash and our agency
relationship with QSC is more appropriately reféecby reclassifying out of cash and cash equivaliend short-term and long-term
investments our proportionate share of the investimeauction rate securities and U.S. governmganhay and corporate notes. This
reclassification has no impact on previously repbtbtal assets or results of operations, or ordebt covenants and it does not affect
previously reported cash flows from operating aaficing activities.

Certain other prior period balances hawnlreclassified to conform to the current pres@mat
Cash and cash equivalents, short-term investmentd dbong-term investments

As noted above, we utilize the cash managemservices of QSC. QSC concentrates our cashtiwdthof all other QSC subsidiaries and
manages and invests the cash on our behalf in@daeoe with its cash investment policy. The poliegtricts investments to ensure
preservation of principal and maintenance of ligyidT he cash balances we report on our balancetshepresent our portion of the QSC
portfolio of invested cash.

We consider cash on hand, deposits in banisnvestments purchased with original maturitiesiree months or less to be cash and
cash equivalents. Although cash and cash equivalteniinces are generally unsecured, our balaneesaintained with financial institutions
that QSC and we believe are creditworthy. QSC's tagestment policy limits the concentration of @tments with specific financial
institutions or among certain products and inclugtiteria related to credit worthiness of any martar financial institution.

The QSC portfolio of short-term investmemas historically consisted primarily of auctioteraecurities. Auction rate securities are
highly liquid, variable-rate debt securities. Whihe underlying security has a stated maturityypidally 20 to 30 years, the interest rate is
reset through dutch auctions that are typicallyllesery 7, 28 or 35 days, creating a highly ligsidort-term instrument. The securities trade
at par and are callable at par on any interest payaiate at the option of the issuer. Interesaid gt the end of each auction period. The QSC
portfolio of short-term investments also include$SUjovernment agency notes and corporate notbscwitent maturities of less than
twelve months.

The QSC portfolio of long-term investmeotsisists of U.S. government agency notes and catgaotes with current maturities greater
than twelve months, but less than eighteen months.

Note 2: Transfer of Qwest Wireless Operations

On May 1, 2004, we transferred ownershiQuafest Wireless to an affiliate. The transfer waslmin the form of a dividend to QSC,
and, as a result, no consideration was exchangeslt@this transfer, we no longer have wirelessaims, and the results of Qwest Wireless
operations are presented as discontinued operatidhese financial statements. Qwest Wirelesshages services from us that previously
were eliminated in our consolidation. We now redngmevenue from affiliate wireless operations im consolidated statements of
operations.
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The following table presents the summarizsililts of operations related to our discontinogerations for the three months ended
March 31, 2004:

Three months ended
March 31, 2004

(Dollars in millions)

Revenue
Wireless operating reven $ 12¢€
Qwest revenue from affiliate wireless operati (33
Total revenue 93
Costs and expense
Costs of sale 45
Selling, general and administrati 70
Depreciation and amortizatic 6
Loss from operation (28)
Other expens (40)
Loss before income taxi (68)
Income tax benef 27
Loss from discontinued operatio $ (42)

Note 3: Borrowings

As of March 31, 2005 and December 31, 2004 borrowings, net of discounts and premiumssisted of the following:

March 31, December 31,
2005 2004

(Dollars in millions)

Current borrowings

Current portion of lon-term borrowings $ 40C % 40C
Current portion of capital lease obligations aral estate note 4 5
Total current borrowing $ 404 $ 40¢

Long-term borrowings

Long-term notes $ 7251 $ 7,25(
Long-term capital lease obligations and real estatesr 5 5
Total lon¢-term borrowings $ 7,25¢ $ 7,25¢

To manage exposure to interest rate moveseen to optimize our mixture of floating and fixeate debt, in 2004 we entered into
interest rate swap agreements with notational amsdotaling $575 million. We previously disclosédt all these interest rate swap
agreements were designated as fair-value hedgésh etfiectively converted the related fixed-ratdt® floating rate through the receipt of
fixed-rate amounts in exchange for floating-rateriest payments. While the structure of the swassniot changed, we determined in the
period ended March 31, 2005, that these agreerdernist meet all the requirements to be treatediasélue hedges. As a result of this
change, the decrease in the fair value of the sgapements since we entered into these swap agneeimeecorded as a $16 million non-
operating loss for the three months ended Marct2305, which is included in other expense (incomegtin our results of operations. Had
we applied this same
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accounting treatment to the swap agreements in,2084mpact would have been immaterial to our 2d@&ncial statements.
Note 4: Restructuring Charges

The restructuring reserve balances disclsskw are included in our condensed consolidaédance sheets in the category of accrued
expenses and other current liabilities for the enirportion and other long-term liabilities for #omg-term portion. As of March 31, 2005 and
December 31, 2004, the amounts included as cuiadiilities were $41 million and $49 million, resgively, and the londerm portions wer:
$12 million for each period.

An analysis of activity associated with theésting restructuring reserves for the three memnded March 31, 2005 is as follows:

2004 2003 and Prior
Restructuring Restructuring
Plan Plans Totals

(Dollars in millions)

Balance at December 31, 2C $ 37 $ 24 $ 61
Provisions — — —
Utilizations 6 2 8
Reversals — — —

Balance at March 31, 20( $ 31 $ 22 3 53

.| |

We, as part of QCII's 2004 and prior restiting plans, identified specific employee redoies in various functional areas to balance our
workload with business demands. As of March 31 52@@proximately 1,940 of the 2,090 planned empageluctions associated with
QCllI's 2004 employee reductions had been compl&edng the three months ended March 31, 2005, tiliead $6 million of the 2004
restructuring reserves for severance payments aarsa established severance policies.

In prior periods, as a part of the 2003 pndr restructuring plans, we permanently abanddtieleased facilities with lease terms up to
five years and planned employee reductions. Fothitee months ended March 31, 2005, we utilizech@Bon of the previously established
restructuring provisions mainly for real estaterpapts and exit costs associated with terminateskiea he 1,600 planned employee
reductions under QCIllI's 2003 restructuring plancamaplete. We anticipate using the balance of 6@82nd prior reserve balances primarily
for on-going outplacement services and remainiagdepayment provided by the plans.

Note 5: Contributions to QCII Segments and Revenunformation

Our operations are integrated into andoaré of the segments of the QCII consolidated grdine chief operating decision maker
("CODM") for QCII makes resource allocation decigand assessments of financial performance fordhsolidated group based on
wireline, wireless and other segmentation. For maiemation about QCII's reporting segments, s€#'Q annual report on Form 10-K for
the year ended December 31, 2004. Our businessmdass to the segments reported by QCII, but tlidl @ODM reviews our financial
information only in connection with our quarterlgdhannual reports that we file with the SEC. Consedjy, we do not provide our discrete
financial information to the CODM on a regular lsasi

Due to the May 1, 2004 transfer of our Wss operations to one of our affiliates, we n@karinclude wireless revenue and expenses in
our continuing operations. Wireless revenue aneese are included in our discontinued operatioes.Nbte 2—Transfer of Qwest Wireless
Operations. Following the transfer of the wirelepgrations, essentially all of our operations dbaote to QCII's wireline services segment.
As such, we no longer report our contribution toli3&egments, as this information
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does not differ materially from our consolidatedtstents of operations. However, we continue tgigeothe following enterprise-wide
information on revenues from external customerséah group of similar products and services.

Three Months Ended
March 31,

2005 2004

(Dollars in millions)

Voice service: $ 1,70¢ $ 1,84¢
Data and Internet servic 55& 532
Other service 5 7
Total operating revent $ 2,268 $ 2,38¢

Voice services revenue includes local veiervices, IntraLATA long-distance voice servicad access services. Local voice services
revenue includes revenue from basic local exchargéces, switching services, custom calling fesgpuenhanced voice services, operator
services, collocation services and CPE. Local ve@wices revenue also includes revenue from thréigion of, on a wholesale basis, netw
transport, billing services and access to our loeavork. IntraLATA long-distance voice servicesarue includes revenue from IntraLATA
long-distance voice services within our local seevarea. Access services revenue includes feegethtr other long-distance providers to
connect to our network.

Data and Internet services revenue incluid¢s services (such as traditional private limémlesale private lines, frame relay, integrated
services digital network, asynchronous transfer enmad related CPE) and Internet services (suctSas Dternet dial access and related
CPE.)

Other services revenue is predominatelivddrfrom the sublease of some of our unused tateeassets, such as space in our office
buildings, warehouses and other properties.

Note 6: Commitments and Contingencies

QCll is involved in several legal proceagtirto which we are not a party that, if resolvediast QCII, could have a material adverse
effect on our business and financial condition. Wege included below a discussion of these mattegsther with a discussion of those
matters to which we are a party (primarily thosscdssed below under the "Regulatory Matters" sutihgaas well as the "Colorado action”
described below). Only those matters to which veeaaparty represent contingencies for which we hegerded, or could reasonably
anticipate recording, an accrual.

Throughout this note, when we refer toasslaction as "putative" it is because a clasdéas alleged, but not certified. Until and unless
a class has been certified by the court, it hadeeh established that the named plaintiffs reptebe class of plaintiffs they purport to
represent.

DOJ Investigation and Securities Actions

The Department of Justice ("DOJ") invediyaand the securities actions described beloweamrematerial and significant risks to QCII.
The size, scope and nature of the restatement€tfs@onsolidated financial statements for 200d 20600, which are described in QCII's
previously issued consolidated financial stateméntshe year ended December 31, 2002 ("QCII's Z86ancial Statements"), affect the
risks presented by this investigation and theserstas these matters involve, among other thiQ@4|'s prior accounting practices and
related disclosures. Plaintiffs in certain of teewities actions have alleged QCII's restatemgiteims in support of their claims. We can ¢
no assurance as to the impacts on our and QGi#sdial results or financial condition that maymdétely result from all of these matters.
During 2003 and 2004, QCII recorded reserves ifintncial statements totaling $750 million in cestion with these matters. On
October 21, 2004, QCII
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entered into a settlement with the SEC concludifymal investigation concerning QCII's accountary disclosures, among other subjects,
that began in April 2002. The $750 million resewas reduced by $125 million in December 2004 assalt of a payment in that amount in
connection with QCII's SEC settlement. The remajmgserve amount represents a final payment todmenm connection with the SEC
settlement in the amount of $125 million and th@imum estimated amount of loss QCII believes idbphde with respect to the securities
actions described below.

QCII has recorded its estimate of the minimliability because no estimate of probable lasgliese matters is a better estimate thar
other amount. If the recorded reserve that willagmafter QCII has paid the amount owed under th€ Settlement is insufficient to cover
these other matters, QCII will need to record addél charges to its statement of operations inruperiods. Additionally, QCII is unable at
this time to provide a reasonable estimate of fieuend of the range of loss associated with trezsaining matters due to their preliminary
and complex nature, and, as a result, the amoulitl@@€ reserved for these matters is its estimbtieeolowest end of the possible range of
loss. The ultimate outcomes of these matters drarstertain and there is a significant possigitihat the amount of loss QCIlI may ultimat
incur could be substantially more than the resérkias provided.

At this time, QCII believes that it is padiie that a portion of the recorded reserve fostririties actions will be recoverable from a
portion of the insurance proceeds that were platedrust to cover its losses and the lossesdibitiual insureds following its November 12,
2003 settlement of disputes with certain of itainagice carriers related to, among other thingsinyestigation and securities actions
described below. The insurance proceeds are subjetaims by QCII and other insureds for, amorteothings, the costs of defending
certain matters and, as a result, such proceedsearg depleted over time. In any event, the teantsconditions of applicable bylaws,
certificates or articles of incorporation, or agremts or applicable laws may obligate QCII or ugttemnify its or our current and former
directors, officers and employees with respecettain liabilities, and QCIl and we have been adwgnlegal fees and costs to many current
and former directors, officers and employees imeation with the investigation, securities actians certain other litigation.

QCII continues to defend against the séiegractions vigorously and is currently unablgrtovide any estimate as to the timing of the
resolution of these actions. Any settlement ofugigiment in one or more of these actions substntieeéxcess of QCII's recorded reserves
could have a significant impact on QCII, and QG@hajive no assurance that it will have the res@uasgilable to pay any such judgment.
The magnitude of any settlement or judgment resyftiom these actions could materially and advgra#ect QCII's ability to meet its debt
obligations and its financial condition, potenyailinpacting its credit ratings, its ability to assecapital markets and its compliance with debt
covenants. In addition, the magnitude of any settlesnent or judgment may cause QCII to draw doignicantly on its cash balances,
which might force QCII to obtain additional finangior explore other methods to generate cash. ®ethods could include issuing
additional securities or selling assets. As a whollned subsidiary of QCII, our business operatemg financial condition would be
similarly affected.

Investigation

On July 9, 2002, QCII was informed by th&UAttorney's Office for the District of Coloradéa criminal investigation of QCIl's
business. QCII believes the U.S. Attorney's Officevestigating various matters that include tia@sactions related to the various
adjustments and restatements described in QCI02 Ethancial Statements, transactions between @gllIcertain of its vendors and certain
investments in the securities of those vendorsitlividuals associated with QCII, and prior disciesumade by QCII. QCII is continuing in
its efforts to cooperate fully with the U.S. Atteyis Office in its investigation. However, QCII camt predict the outcome of this investigat
or the timing of its resolution.
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Securities Actions

QClIl is a defendant in the securities atdidescribed below. Plaintiffs in these actionsshaariously alleged, among other things, that
QCll violated federal and state securities lawsgjaged in fraud, civil conspiracy and negligent epsesentation, and breached fiduciary
duties owed to investors and current and formereyegs. Other defendants in one or more of thesenscinclude current and former
directors of QCII, former officers and employeesXll, Arthur Andersen LLP, certain investment baald others.

. Consolidated securities action. Twelve putative class actions purportedly broughbehalf of purchasers of publicly traded
securities of QCII between May 24, 1999 and Felyrddr 2002 have been consolidated into a conselitisg¢curities action
pending in federal district court in Colorado. Tiet of these actions was filed on July 27, 20RIhintiffs allege, among other
things, that defendants issued false and misleddingcial results and made false statements &@@ilts business and
investments, including making materially false etaénts in certain QCII registration statements. flest recent complaint in
this matter seeks unspecified compensatory danaygesther relief. However, counsel for plaintifesshindicated that the
putative class will seek damages in the tens 6bb# of dollars. Further, a natlass action brought by Stichting Pensioenfc
ABP ("SPA") (described below under "SPA action"} ladso been consolidated with the consolidatedrgesuaction.

. ERISA actions. Seven putative class actions purportedly brooghtehalf of all participants and beneficiarieshaf Qwest
Savings and Investment Plan and predecessor glatig Plan, from March 7, 1999 until January 100£have been
consolidated into a consolidated action in feddistrict court in Colorado. These suits also purpoiseek relief on behalf of
the Plan. The first of these actions was filed iarbh 2002. Plaintiffs assert breach of fiduciarjydilaims against QCII and
others under the Employee Retirement Income SgcAicit of 1974, as amended, alleging, among othieg#) various
improprieties in managing holdings of QCII stocKklie Plan. Plaintiffs seek damages, equitable aathchtory relief, along
with attorneys' fees and costs and restitutionoA-alass action alleging similar claims was filadhe federal district court in
Montana in June 2003 and was later transferredderfl district court in Colorado.

. Colorado action. A putative class action purportedly brought ohdiof purchasers of QCII's stock between June080
and June 27, 2002 and owners of U S WEST stockioa 28, 2000 is pending in Colorado in the Dist@ourt for the County
of Boulder. We are also a defendant in this acfidgris action was filed on June 27, 2002. Plaintififege, among other things,
that the defendants issued false and misleadibgnséats and engaged in improper accounting praciticerder to accomplish
the U S WEST/Qwest merger, to make QCII appearessful and to inflate the value of QCII's stoclaifftiffs seek
unspecified monetary damages, disgorgement ofilllggins and other relief.

. New Jersey action. An action by the State of New Jersey (Treasurgdbnent, Division of Investment), or New Jersay, i
pending in the New Jersey Superior Court, Mercarm®a This action was filed on November 27, 2008wNlersey alleges,
among other things, that defendants caused Q@& o trade at artificially inflated prices by playing improper accountir
practices and by issuing false statements abouk€tlisiness, revenues and profits, and contemdsttimcurred hundreds of
millions of dollars in losses. Among other requdsiief, New Jersey seeks from the defendantstlyoand severally,
compensatory, consequential, incidental and puendamages.

. CalSTRS action. An action by the California State Teachers' Ratient System, or CalSTRS, is pending in the Superio

Court of the State of California in and for the @tuof San Francisco. This action was filed on Delger 10, 2002. CalSTRS
alleges, among other things, that
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defendants engaged in a scheme to falsely infl@l'€xevenue and decrease its expenses so thatw@Gld appear more
successful than it actually was during the period/iich CalSTRS purchased QCII securities, andrestdeat defendants'
actions caused it to lose in excess of $150 miilested in QCII's equity and debt securitiesirfiffs seek compensatory,
special and punitive damages, restitution, pre4juelgt interest and costs.

SURSI action. An action by the State Universities Retiremergt8m of Illinois, or SURSI, is pending in the CiitcQourt of
Cook County, lllinois. This action was filed on dany 10, 2003. SURSI alleges, among other thirgg,defendants engaged
in a scheme to falsely inflate QCII's revenues dectease its expenses by improper conduct relatedrtsactions with variot
customers and suppliers and claims that its Ioseasinvestments in QCII securities are in exces81l®.5 million. SURSI
seeks, among other things compensatory and puniicreages, costs, equitable relief, including annigjion to freeze or
prevent disposition of the defendants' assetsdagbrgement.

SPA action. An action by SPA is pending in federal distriotict in Colorado. This action was filed on Februgy2004. SPA
alleges, among other things, that defendants ateafalse perception of QCII's revenues and grgsbispects and that its
losses from investments in QCII securities arexitess of $100 million. SPA seeks, among other thingmpensatory and
punitive damages, rescission or rescissionary damaye-judgment interest, attorneys' fees and.cost

SHC action. An action by Shriners Hospital for Children, d1G, is pending in federal district court in Colooad his action
was filed on March 22, 2004. SHC alleges, amongrathings, that defendants issued false and misigdithancial reports
about QCII. SHC alleges compensatory damages abajppately $17 million. SHC seeks compensatory puitive damage
interest, costs and attorneys' fees.

TRSL action. An action by the Teachers' Retirement Systemonfigiana, or TRSL, is pending in the federal distcourt in
Colorado. This action was filed on or about Marfh 2004. TRSL alleges, among other things, thatrl#dnts issued false and
misleading financial reports about QCII. TRSL alegompensatory damages of approximately $23 mili&®SL seeks
compensatory and punitive damages, interest, enst&ttorneys' fees.

NYC Funds action. An action by a number of New York City pensiomaatirement funds, or NYC Funds, is pending in
federal district court in Colorado. This action vigesd on September 22, 2004. NYC Funds allege,ragraiher things, that
defendants created a false perception of QCllI'smees and growth prospects and that their lossasifrvestments in QCII
securities are in excess of $300 million. NYC Fusesk, among other things, compensatory and pardgwnages, rescission
or rescissionary damages, pre-judgment interdstnalys' fees and costs.

KPNQwest Litigation

A putative class action is pending in teddral district court for the Southern DistrictNgw York against QCII, certain of its former
executives who were also on the supervisory bokPdQwest (in which QCII was a major shareholdand others. This lawsuit was
initially filed on October 4, 2002. The current colaint alleges, on behalf of certain purchasensPRNQwest securities, that, among other
things, defendants engaged in a fraudulent schewh@eceptive course of business in order to ink®&lQwest's revenue and the value of
KPNQwest securities. Plaintiffs seek compensatamalges and/or rescission as appropriate agairestiabaits, as well as an award of
plaintiffs' attorneys' fees and costs.
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On October 31, 2002, Richard and Marcian@yao-trustees of the R.M. Grand Revocable Livingst, dated January 25, 1991, filed a
lawsuit in Arizona Superior Court which, as amendaléges, among other things, that the defendaolfated state and federal securities |i
and breached their fiduciary duty in connectiorhvifitvestments by plaintiffs in securities of KPNQ@ueQCll is a defendant in this lawsuit
along with Qwest B.V. (a subsidiary of Qwest), jisélacchio, QCII's former Chairman and Chief ExeeuOfficer, and John McMaster,
the former President and Chief Executive OfficeKBINQwest. Plaintiffs claim to have lost approxielgt$10 million in their investments in
KPNQwest.

On June 25, 2004, J.C. van Apeldoorn afid Eeijer, in their capacities as trustees in thédb bankruptcy proceeding for KPNQwest,
filed a complaint in the federal district court thie District of New Jersey alleging violationstioé Racketeer Influenced and Corrupt
Organizations Act, and breach of fiduciary duty amdmanagement under Dutch law. QCII is a defenitathtis lawsuit along with Joseph
Nacchio, Robert S. Woodruff, QCII's former Chieh&ncial Officer, and John McMaster. Plaintiffs gbe among other things, tF
defendants' actions were a cause of the bankrghis?NQwest and the bankruptcy deficit of KPNQwwsis in excess of $3 hillion.
Plaintiffs seek compensatory and punitive damaagesvell as an award of plaintiffs' attorneys' fapd costs.

On January 20, 2005, Citibank, N.A., DeléesBank AG London, ABN AMRO Bank N.V. and otherdified QCII of their intent to
file a complaint in the District Court for the Cigynd County of Denver, State of Colorado, that wallege, among other things, fraud,
misrepresentation, breach of fiduciary duty andtesl aiding and abetting claims, in connection wighorigination of a credit facility and
subsequent borrowings made by KPNQwest of appraeim&300 million under that facility. They havedinated that QCII would be a
defendant in this threatened lawsuit along wittefpbsNacchio, John McMaster, Drake Tempest, QQiFmér General Counsel, and other
former employees of QCIl or KPNQwest. Plaintiffsseandicated their intention to seek compensatamages (including interest), statutory
and punitive damages and an award of plaintifferagys' fees and costs.

The four KPNQwest litigation matters delked above are in preliminary phases and QCII caasirio defend against the three filed
cases vigorously and will likewise defend agaihstfourth matter if it is filed. QCII has not yetr@ducted discovery on plaintiffs’ possible
recoverable damages and other relevant issues, Qitlsis unable at this time to estimate reasonahiange of loss that it would incur if the
plaintiffs in one or more of these matters werprevail. Any settlement or judgment in certainled$e matters could be significant, and QCII
can give no assurance that it will have the resssiavailable to pay any such judgment. In the eskan adverse outcome in certain of these
matters, QCII's financial condition and its abilibymeet its debt obligations could be materiafig adversely affected. As a wholly owned
subsidiary of QCII, our business operations andrfaial condition would be similarly affected.
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Regulatory Matters

As described below, formal proceedings rsgfails have been initiated with the public utist@mmissions in several states alleging,
among other things, that we, in contravention defal and state law, failed to file interconnectammeements with the state commissions and
that we therefore allegedly discriminated agaimstous CLECs. The complainants seek fines, pesadtiel/or carrier credits.

. Minnesota. On February 14, 2002, the Minnesota Departme@uaohmerce filed a formal complaint against us ki
Minnesota Public Utilities Commission. On NovembeR002, the Minnesota Commission issued a writteler finding
against us. The Minnesota Commission's final, emitiecision was issued on May 21, 2003 and woujdire a penalty
payment to the state of approximately $26 milliod @ayments of carrier credits of approximately $iiion. Of the
$18 million, about $3 million has been releasedHgycarriers in bankruptcy proceedings. The MinteS&ommission, the
carriers and Qwest each appealed portions of tbisida to the federal district court in Minnesadad the district court upheld
the penalty and vacated the carrier credits. ThenkBota Commission, the carriers and Qwest eadhdyapealed to the Eigh
Circuit Court of Appeals.

. Colorado. On April 15, 2004, Qwest and the Office of Consui@ounsel for Colorado entered into a settlensarigject to
Colorado Commission approval, that would requiree®uwo pay $7.5 million in contributions to statéetommunications
programs and that offers CLECs credits that coatial approximately $9 million. The administratieM judge recommended
rejection of the settlement and the initiation ah@w cause docket against Qwest. The administrégiv judge's
recommendation came before the Commission on nmefmnreconsideration, and on April 25, 2005 thenGuossion issued an
order stating that it will not open a show causecpeding at this time but rather will open a neacpeding to consider the
proposed settlement.

. New Mexico. On April 29, 2004, the New Mexico Staff recommedgbenalties totaling $5.05 million. New Mexico GL&
have also requested carrier credits. In Decemb@t,2Qwest, the Staff, the New Mexico Attorney Gahand party-CLECs
entered into and filed for approval a settlemeat #ould resolve all claims for penalties and aethr a total payment of
$3.5 million. On January 26, 2005, the adminisgataw judge announced that she would certify amdmmend approval of
the proposed settlement, and on March 29, 200%sshed a written order certifying and recommendipgroval of the
proposed settlement.

. Oregon. Oregon is considering a stipulation between Qwasdtthe Oregon Staff for the payment of a perdity
approximately $1 million.

Also, some telecommunications providers have filgdate actions based on facts similar to thoseetlyithg these administrative
proceedings. These private actions, together wishsamilar, future actions, could result in addiéd damages and awards that could be
significant.

On July 15, 2004, the New Mexico state laiguy commission opened a proceeding to investigdtether we are in compliance with or
are likely to meet a commitment that we made in12@0invest in communications infrastructure in Ni@xico through March of 2006
pursuant to an Alternative Form of Regulation plakFOR"). The AFOR says, in part, that "Qwest cortso devote a substantial budget to
infrastructure investment, with the goal of achigvthe purposes of this Plan. Specifically, Qwelitmake capital expenditures of not less
than $788 million over the term of this Plan. Tleigel of investment is necessary to meet the comerits made in this Plan to increase
Qwest's investment and improve its service qualityew Mexico." Multiple parties filed commentstimat proceeding and variously argued
that we should be subject to a range of requiresnectuding an
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escrow account for capital spending, new investrobhigations, and customer credits or price redunst

On April 14, 2005, the Commission issuadFinal Order in connection with this investigatiomthis Final Order, the Commission ruled
that the evidence in the record indicates Qwestnail be in compliance with the investment commitingt the conclusion of the AFOR in
March, 2006, and if the current trend in Qwestfsitehexpenditures continues, there will be a gatirof $200 million or more by the end of
the AFOR. The Commission also concluded that QWastan unconditional commitment to invest $788iamlbver the life of the AFOR.
Finally, the Commission ruled that if Qwest faibsdatisfy this investment commitment, any shortfalist be credited or refunded to Qwest's
New Mexico customers. The Commission also openeshéarcement and implementation docket to reviewe&i8 investments and consi
the structure and size of any refunds or creditset@ssued to customers.

Qwest has vigorously argued, and will comgi to argue, among other things, that the undweylgurpose of the investment commitment
set forth in the AFOR has been met in that Qwestrhet all service quality and service deploymettigations under the AFOR; that, in light
of this, it should not be held to a specific amoofiinvestment; and that the Commission has fditeidclude all eligible investments in the
calculation of how much Qwest has actually inveskéelvertheless, Qwest believes it is unlikely tlmrtnission will reverse its determinati
that Qwest has an unconditional obligation to in%¥88 million over the term of the AFOR. In additj Qwest has argued, and will continue
to argue, that customer credits or refunds arengreimissible and illegal form of relief for the Conssion to order in the event there is an
investment shortfall.

Qwest believes there is a substantialilikeld that the ultimate outcome of this matter wekult in it having to make expenditures or
payments beyond those it would otherwise makeamtirmal course of business. These expenditurgayonents could take the form of one
or more of the following: penalties, capital invaent, basic service rate reductions and custonfigmae or credits. At this time, however,
Qwest is not able to reasonably estimate the amafuthese expenditures or payments and, accordihgly not reserved any amount for such
potential liability. Any final resolution of this atter could be material.

To the extent appropriate, we have providsgrves for the above matters. We have othetategy actions pending in local regulatory
jurisdictions, which call for price decreases, refsi or both. These actions are generally routiinkirgeidental to our busines

Other Matters

In January 2001, an amended class actiompleont was filed in Denver District Court on befhafl a class of U S WEST stockholders of
record as of June 30, 2000, the day of the U S WEET merger, alleging that QCII had a duty to @aguarterly dividend that had been
declared by the U S WEST Board of Directors on yriZ000. The complaint named as defendants Q@lindividuals who served on the U
S WEST Board of Directors in June 2000, and Jodigaithio. Plaintiffs claim that the defendants atitad to avoid paying the dividend by
changing the record date from June 30, 2000 to D000, a claim QCII denies. Plaintiffs seek dgas of approximately $273 million pl
interest, a constructive trust upon QCII's assetheé amount of the dividend, costs, and attorrfegs on behalf of the class, which was
certified by the court in January 2005. The casxgected to go to trial in June 2005.

Several putative class actions relatinth&oinstallation of fiber optic cable in certaighits-of-way were filed against QCII on behalf of
landowners on various dates and in various conr@Gaiifornia, Colorado, Georgia, lllinois, Indiar€ansas, Mississippi, Missouri, North
Carolina, Oregon, South Carolina, Tennessee andsT&or the most part, the complaints challengd'Q@ght to install its fiber optic cable
in railroad rights-of-way. Complaints in Coloradtiinois and Texas also challenge
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QCllI's right to install fiber optic cable in utiitand pipeline rights-of-way. The complaints allélyat the railroads, utilities and pipeline
companies own a limited property right-of-way tHat not include the right to permit QCII to inst&IClI's fiber optic cable in the right-of-
way without the Plaintiffs' consent. Most actio@alifornia, Colorado, Georgia, Kansas, Louisian&gdiésippi, Missouri, North Carolina,
Oregon, South Carolina, Tennessee and Texas) pugoee brought on behalf of state-wide classahémamed plaintiffs' respective states.
Several actions purport to be brought on behatholti-state classes. The lllinois state court acfiarports to be on behalf of landowners in
lllinois, lowa, Kentucky, Michigan, Minnesota, Nelska, Ohio and Wisconsin. A newly filed lllinoigd#&ral court action purports to be on
behalf of landowners in Arkansas, California, Farilllinois, Indiana, Missouri, Nevada, New Mexidontana and Oregon. The Indiana
action purports to be on behalf of a national ctéf#dandowners adjacent to railroad rights-of-wagowhich QCII's network passes. The
complaints seek damages on theories of trespassrgunst enrichment, as well as punitive damagestridf court approval of a proposed
nationwide settlement of all these matters wasteaichy the Seventh Circuit Court of Appeals in ®eto2004. This ruling is subject to
discretionary review by the Supreme Court of théé¢hStates.

On January 20, 2004, QCII filed a complainthe District Court for the City and County oébver against KMC Telecom LLC and
several of its related parent or subsidiary comgm(gollectively, "KMC.") Subsequently, QCII fileth amended complaint to name additic
defendants, including General Electric Capital @oation ("GECC"), one of KMC's lenders, and GECIEdia complaint in intervention.
QCIl is seeking a declaration that a series of@agents with KMC and its lenders are not effectigeduse conditions precedent were not
satisfied and to recoup other damages and attdrfe®gsand costs. These agreements would obligatet@pay a net incremental amount of
approximately $105 million if determined to be effee. GECC and KMC have asserted counterclaimsléataratory judgment and
anticipatory breach of contract. GECC and KMC saeleclaration that the relevant agreements arfdotend claim monetary damages for
anticipatory breach of the agreements and tharradys' fees and costs. QCII has not reserved oyt for this matter.

The Internal Revenue Service, or IRS, pseploa tax adjustment for tax years 1994 througl®.188e principal issue involves QCIlI's
allocation of costs between lomgrm contracts with customers for the installatidrconduit or fiber optic cable and additional caitar fiber
optic cable retained by QCII. The IRS disputes @CGlllocation of the costs between it and thirdipar Similar claims have been asserted
against QCII with respect to the 1997 to 1998 dned1998 to 2001 audit periods. The 1994-1996 cisiaurrently being litigated in the Tax
Court and QCII does not believe the IRS will becasgsful, although the ultimate outcome is uncert&i@CII were to lose this issue for the
tax years 1994 through 1998, QCII estimates it wdwlve to pay $57 million plus interest pursuartatosharing agreements with the
Anschutz Company relating to those time periods.

In 2004, QCII recorded income tax experfsgl&8 million related to a change in the expetieihg of deductions related to its tax
strategy, referred to as the Contested Liabilitgéleration Strategy ("CLAS"), which it implement®d2000. CLAS is a strategy that sets
aside assets to provide for the satisfaction cfréag liabilities associated with litigation inaxtefficient manner. CLAS accelerated
deductions for contested liabilities by placingeassor potential litigation liabilities out of ttmontrol of the company and into trusts managed
by a third party trustee. In July 2004, QCII wasrfally notified by the IRS that it was contestihg ICLAS tax strategy. Also in July 2004, in
connection with the preparation of its financiatsments for the fiscal quarter ended June 30,,200#as a result of a series of notices on
CLAS strategies issued by the IRS and the recéilgipal advice with respect thereto, QCII adjustediccounting for CLAS as required by
SFAS No. 109 "Accounting for Income Taxes." Therg®in expected timing of deductions caused arease in QCII's liability for
uncertain tax positions and a corresponding iner@agts net operating loss carry-forwards ("NOL&gcause QCII is not currently
forecasting future taxable income sufficient to
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realize the benefits of this increase in its NOLrecorded an increase in its valuation allowanteeferred tax assets as required by SFAS
No. 109. Additionally, in September 2004 the IRSpgwsed a penalty of $37 million on this strateg@!ipelieves that the imposition of
penalty is not appropriate as it acted in goodhfaitimplementing this tax strategy in reliancete contemporaneous tax opinions and
adequately disclosed this transaction to the IRi&iimitial and subsequent tax returns. QCII iketo vigorously defend its position on this
and other tax matters.

QCII has other tax related matters pendigginst it. To the extent appropriate, QCIl hawvigied for these matters.
Note 7: Subsequent Events

During February, March and April 2005, Q&libmitted several proposals to the Board of Dinscof MCI, Inc. proposing the
acquisition of MCI by QCII, notwithstanding the fahat MCI had entered into an agreement to beieadjbby Verizon Communications Inc.
On May 2, 2005, QCII announced that it is no lorigehe best interests of shareowners, customet&mployees to continue to pursue a
business combination with MCI.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context requires otherwise, referencakis report to "Qwest," "we," "us," the "Compararid "our" refer to Qwest
Corporation and its consolidated subsidiaries, aaférences to "QCII" refer to our ultimate paremnpany, Qwest Communications
International Inc., and its consolidated subsidési

Certain statements set forth below undierdaption constitute forward-looking statemente SSpecial Note Regarding Forward-
Looking Statements" at the end of this Item 2 fiditional factors relating to such statements asagefor a discussion of certain risk factors
applicable to our business, financial condition eeglilts of operations.

Business Overview and Presentation

We provide local telecommunications andtesl services, IntraLATA long-distance services @aid services within our local service
area, which consists of the 14-state region ofdkxrig Colorado, Idaho, lowa, Minnesota, Montana,rlglta, New Mexico, North Dakota,
Oregon, South Dakota, Utah, Washington and Wyomnhg.operations are included in the consolidateztaipons of our ultimate parent,
QCIl, and generally account for the majority of @€tonsolidated revenue. Our telecommunicationgyets and services are provided
through our traditional telephone network locatéthin our local service area. In addition to ouemgtions, QCIl maintains a wireless
business (comprised of the wireless operationsavesterred to an affiliate in May 2004) and a nagidiber optic network. Through its fiber
optic network, QCII provides the following wireliproducts and services that we do not provide:

. InterLATA long-distance services;
. Dedicated Internet access;

. Virtual private network;

. Internet dial access; and

. Professional services.

For certain other products and servicepreide and for a variety of internal communicasidanctions, we utilize QCII's fiber optic
network to transport voice and data traffic. Alsopugh its fiber optic network, QCII provides matally some data and Internet access
services, including private line, ATM and Framed&ghhich are similar to what we provide within docal service area.

Our analysis presented below is organipgutdvide the information we believe will be ingttive for understanding the relevant trends
going forward. However, this discussion shoulddesdrin conjunction with our condensed consolidéitexhcial statements in Item 1 of Part |
of this report, including the footnotes theretort@im prior year revenue and expense amounts heae teclassified to conform to the current
year presentation

Our operations are integrated into andparé of the segments of the QCII consolidated grdine chief operating decision maker, or
CODM, for us is the same as that for the consaddigroup. The CODM makes resource allocation detisand assessments of financial
performance for the consolidated group based oeliwé, wireless and other segmentation. For mdeerimation about QCII's reporting
segments, see QCII's annual report on Form 10-khfyear ended December 31, 2004. Our businesstmgdrs to the segments reported by
QCII, but the QCII CODM reviews our financial infoation only in connection with our quarterly andhaal reports. See further discussion
in Note 5—Contributions to QCII Segments and Reeeimfiormation to our condensed consolidated fir@rstatements in ltem 1 of Part | of
this report.

22




Business Trend:
Our results continue to be impacted by mlmer of factors influencing the telecommunicatiordustry as follows:

. Industry competition is based primarily on pricipgckaging of services and features, quality ofiserand increasingly on
meeting customer care needs. We expect this teeadrtinue. Our on-going response to industry cditipe has included
initiatives to retain and win-back customers byimgl out new or expanded services such as DSL ai® ¥nd the bundling of
expanded feature-rich products and to improve thedity of our customer service.

. We expect changes in technology such as wireldsstiution for wireline telephones, cable telephsaoipstitution for wireline
telephony and cable modem substitution for diangalem lines and DSL to continue to cause additianeéss line losses.

. We expect industryvide competitive factors to continue to impact msults; however, we believe our competitive positia:
improved due to recent rulings on UNFEthat allow us to charge higher rates to othectehmunication providers and also
to changes in some of our competitors' announcatksgies.

. Our results continue to be impacted by regulatesponses to the competitive landscape for botlooat and long-distance
services.
. We expect business users of telecommunicationceesvo increasingly want to receive all of theiwvgmes from one provider.

Results of Operation
Overview

We generate revenue from the provisionadfer services, data and Internet services, otheices and services to our affiliates. Certain
prior period revenue and expense amounts haverbekssified to conform to the current period pnéston. Depending on the product or
service purchased, a customer may pay an up-feentf monthly fee, a usage charge or a combinatititese. The following is a description
of the sources of our revenue:

. Voice services.Voice services revenue includes local voice sewiintraLATA long-distance voice services anceasc
services. Local voice services revenue includesmeg from basic local exchange services, switchamgices, custom calling
features, enhanced voice services, operator sengo#iocation services and related equipment. Leaige services revenue
also includes revenue from the provision of netwoaksport, billing services and access to ourllnetwork on a wholesale
basis. IntraLATA long-distance voice services rax@mcludes revenue from IntraLATA long-distancevaees within our
local service area. Access services revenue inslfedss charged to other long-distance providec®mmect to our network.

. Data and Internet servicesData and Internet services revenue includessdataces (such as traditional private lines,
wholesale private lines, frame relay, ISDN and ATafl Internet services (such as DSL, Internetaliabss and related
equipment).

. Other services. Other services revenue is predominantly deriverdhfthe sublease of some of our unused real exdatds,

such as space in our office buildings, warehousd#her properties.

. Affiliate services. Affiliate revenue is derived from telecommunicais and other services provided to our affiliatetities.
We generally provide the same telecommunicationdymts and services to our affiliated entities asde in the marketplace.
These services include both retail and wholesaldymts and services. In addition, we provide joiarketing, lease of space,
and other non-telecommunications services to aféifi.
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The following table summarizes our resafteperations for the three months ended Marcl28@5 and 2004:

Three Months Ended March 31

Increase/ %
2005 2004 (Decrease) Change
(Dollars in millions)
Operating revenue $ 2551 $ 2617 $ (66) (3)%
Operating expenst 1,96¢€ 1,99: 27 (1)%
Operating incom: 58E 624 (39) (6)%
Other expens—net 162 144 18 13%
Income before income taxes and discontint
operations 427 48C (57 (12)%
Income tax expens (167) (18¢) 25 13%
Income from continuing operatiol 262 294 (32 AD)%
Loss from discontinued operations, net of te
of $0 and $27, respective — (41 41 nm
Net income $ 262 $ 25 % 9 4%

nm—percentages greater than 200% and comparisamspiositive to negative values or to zero valuescansidered not meaningful.

Operating Revenue

The following table compares operating rexeincluding detail of customer channels for tire¢ months ended March 31, 2005 and
2004:

Three Months ended

March 31,
Increase/ Percentage
2005 2004 (Decrease) Change
(Dollars in millions)
Voice service: $ 1,706 $ 1,84¢ $ (141) (8)%
Data and Interne 55E 53z 23 4%
Affiliate 28¢ 22¢ 54 24%
Other service 5 7 2 (29)%
Total operating revent $ 2551 $ 2617 $ (66) (3)%

Voice Services

The decrease in voice services was prigndtie to business and consumer access line lagsasdmpetitive pressures and technology
substitution. The following table shows our acdésss by channel as of March 31, 2005 and 2004:

Access Lines

March 31,
Increase/ Percentage
2005 2004 (Decrease) Change
(in thousands)
Consume| 9,131 9,74¢ (613) (6)%
Business 4,36( 4,52( (160 (4)%
Wholesale 1,84¢ 1,78¢ 62 3%

Total 15,33¢  16,05( (711) (@)%



*

We may modify the channel classification of oures=sclines from time to time in our efforts to betipproximate the related revenue
channels and better reflect how we manage our bssin
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Data and Internet Service

The increase in data and Internet servi@sprimarily due to subscriber growth across thie of product offered in our consumer and
business channels as a result of our expandedeavailability.

Affiliate Services

The increase in affiliate services revewas primarily caused by increases in switched agge#/ate line and billing and collection
services provided to our long-distance affiliateeTincrease in these services is offset by a remuit service revenues from external
customers and was associated with growth in thiasdfs long-distance business as it re-enteredhtiisiness in our local service area.

Operating Expenses

The following table provides further detagarding our operating expenses for the threetimseended March 31, 2005 and 2004.

Three Months ended

March 31,
Increase/ Percentage
2005 2004 (Decrease) Change
(Dollars in millions)
Operating expense
Cost of sales
Affiliate costs $ 53 $ 68 $ (16) (23)%
Network expense 47 39 8 21%
Employetrelated cost 361 382 (22) (5)%
Other no-employee related cos 12t 10¢ 16 15%
Total cost of sale 58€ 59¢ (23 (2)%
Selling, general and administrati\
Affiliate costs 30C 27¢ 21 8%
Property and other tax 87 67 20 30%
Bad debi 23 37 (24) (39)%
Restructuring and severance related ¢ 5 2 3 15(%
Employet-related cost 141 162 (22) (13)%
Other no-employee related cos 154 181 27 (15)%
Total selling, general and administrat 71C 72¢ (18) (2)%
Depreciatior 57¢ 574 5 1%
Intangible assets amortizati 91 92 Q) (1)%
Total operating expens $ 1966 $ 199 $ (27 (1)%

Cost of Sales

Cost of sales includes network costs, Esand wages, benefits, materials and supplieivetial Service Fund, or USF, charges,
contracted engineering services and computer sgssepport. Cost of sales remained flat at 23%\afnae for the three months ended
March 31, 2005 and 2004. The overall decreaseshafcsales was primarily attributed to the follogi

The decrease in employee related costvitmsirily due to employee reductions associatetl witr 2004 restructuring plans and the
of our payphone operations.
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Non-employee related costs increased piiyndue to a favorable bankruptcy settlement of $iion in the three months ended
March 31, 2004, increased maintenance costs abtlia@ease to the Universal Service Fund rate gbrivffset by lower volumes for the
three months ended March 31, 2005.

The decrease in affiliate costs was pritpalie to a realignment of expenses and reducedogegs partially offset by an increase in
allocated costs due to changes in the nature amdgiof costs incurred.

Selling, General and Administrative Expens

Selling, General and Administrative, or S&&xpenses include taxes other than income téeebdebt charges, salaries and wages not
directly attributable to the provision of produotsservices, benefits, sales commissions, rerddarinistrative space, advertising, professi
service fees and computer systems support. SG&Aflaiaat 28% of revenue for the three months eridacch 31, 2005 and 2004. The
overall decrease in SG&A was primarily attributedte following:

Employee-related cost decreases were phnthre to employee reductions associated withrestructuring plans and the sale of our
payphone operations.

Property and other taxes increased prigndrtik to a one-time expense reduction from a ss@dgsroperty tax settlement of $28 million
for the quarter ended March 31, 2005. The increassepartially offset by a one-time adjustment i juarter ended March 31, 2005.

Bad debt expense decreased from 1.5% ochffdiated revenue to 1.0% of non-affiliated revenfor the first quarter of 2005 compared
to the first quarter of 2004. Bad debt expenseeassad due to a continuing trend of improved cablegbractices and tighter credit policies.

Other non-employee related costs, suckasstate, insurance, marketing and advertisigigoframounts capitalized, decreased
primarily due to a one-time adjustment in the geraghded March 31, 2004.

Affiliate expenses include services forgmrate administration, information technology, sabalvertising and technical support. Affilii
expenses increased primarily as a result of chaingég nature and timing of costs incurred by jparent as a result of its outsourcing of
certain information technology services offset bypéoyee reductions and a re-alignment of expenses.

Combined Pension and Post-Retirement Benefits

Our employees participate in the QCII pensind other post-employment benefit plans. We teféhe combined pension and post-
retirement benefit costs as net pension expensereSults include net pension expenses allocated ty QCII of $55 million in the first
quarter of 2005 and $55 million in the first qua®2004. The net pension expense is a functidh@fmount of pension and pestirement
benefits earned, interest on projected benefigakithns, amortization of costs and credits fronoiplienefit changes and the expected return
on the assets held in the various plans. The metipe expense is allocated to cost of sales and/SG&
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Total Other Expense—Net

Other expense—net generally includes istezgpense, net of capitalized interest, and dtiteme—net, which includes interest incor
Components of other expense—net were as follows:

Three Months ended

March 31,
Increase/ Percentage
2005 2004 (Decrease) Change
(Dollars in millions)
Interest expen—net $ 14¢ $ 14t % 1 1%
Other expense (incon—net 13 4 17 nm
Total other expen—net $ 162 $ 144 3 18 13%

nm—percentages greater than 200% and comparisamspiositive to negative values or to zero valuescansidered not meaningful.

Other expense (income)—netFor the three months ended March 31, 2005qther expense—net of $13 million is primarily tlesult
of a $16 million decrease in fair value of intenege swap agreements. For further discussion oinberest rate swap agreements, please see
Note :—Borrowings to our condensed consolidated finargti@lements in Item 1 of this report. Small charigesther current interest rates
or the interest rate yield curve can cause subataitanges in the value of the swaps, which catenadly impact our other non-operating
income or expense for those interest rate swapsithaot receive hedge accounting treatment. Furtbee, due to the inherent volatility in
the value of these swaps, significant fluctuatimnsur other non-operating income or expense coatir from period to period.

Income Taxes

The effective income tax rate is the primrifor income taxes as a percentage of incomeréficome tax. The effective income tax r
for the three months ended March 31, 2005 decreasggl1% as compared to 38.7% for the three maenided March 31, 2004. The
decrease was primarily due to the non-taxable ircassociated with the subsidy under the Medicagsdfiption Drug, Improvement, and
Modernization Act of 2003.

Liquidity and Capital Resource

We are a wholly owned subsidiary of Qwestviges Corporation, or QSC, which is wholly owrnsdQCII. As such, factors relating to
or affecting QCII's liquidity and capital resouraasild have material impacts on us, including clearig the market's perception of us,
impacts on our credit ratings and access to capitakets.

QCIl and its consolidated subsidiaries twdl borrowings of $17.3 billion at March 31, 20&5d December 31, 2004. Some of the
borrowings of QCII and QSC are secured by liensanstock. As a result, ownership of our stock ddrdnsfer if either QCII or QSC were
to default on its debt obligations.

QCIlI has cash management arrangements éeteertain of its subsidiaries that include linésredit, inter-company obligations, capital
contributions and dividends. As part of these cashagement arrangements, affiliates provide liesadlit to certain other affiliates.
Amounts outstanding under these lines of creditiatei-company obligations vary from time to timedaare classified as short-term
borrowings.
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Near-Term View

We had $389 million in cash and cash edenta and $250 million of shotérm investments available at March 31, 2005. Rerquarte
ended March 31, 2005, our primary source of funds wash provided by operating activities. Durin@2@ve expect to use our available
excess cash primarily to pay dividends to our piatermake additional investment to our networlpay down debt maturities. For the three
months ended March 31, 2005 we declared divideh@8@0 million to our parent.

Our working capital deficit as of March 2005 decreased $158 million since December 314.2D@is reduction of our working capital
deficit was attributable to the cash provided bgrafing activities exceeding the cash we useddbt dervice, dividend payments and capital
expenditures.

The current working capital deficit wasrpairily due to accounts payable owed to our aféaand dividends that we declare to QSC.
The timing of cash payments for declared dividetod@SC is at our discretion in consultation with@$Ve continue to produce significant
cash from operating activities, and we believe thatcash on hand together with our cash flows fopmrations should be sufficient to meet
our cash needs through the next twelve months. Mewéd we or QCIl become subject to significardguments, settlements or tax payments,
such as the potential CLAS obligation, as furthiscassed in Note 6—Commitments and Contingenciesit@ondensed consolidated
financial statements in Item 1 of Part | of thipag, we or QCII could be required to make sigmifitpayments that we or QCII do not have
the resources to make. The magnitude of any settissor judgments resulting from these actionsccmaterially and adversely affect QC
ability to meet its debt obligations and its finesicondition, potentially impacting its credit irags, its ability to access capital markets and its
compliance with debt covenants. In addition, thg@nitaide of any settlement or judgment may causd @QCiraw down significantly on its
cash balances, which might force it to obtain addél financing or explore other methods to gereecatsh. Such methods could include
issuing additional securities or selling assets.

To the extent that QClI's EBITDA (as defina QCII's debt covenants) is reduced by cashmalgs or settlements, its debt to
consolidated EBITDA ratios under certain debt agreets will be adversely affected, which could red@CII's liquidity and flexibility due
to potential restrictions on drawing on their limfecredit and potential restrictions on incurrirdgéional debt under certain provisions of their
debt agreements. As a wholly owned subsidiary ofl @0r business operations and financial conditionld be similarly affected,
potentially impacting our credit ratings and acdessapital markets. In addition, a three-year heng credit facility established by QSC in
2004 (the "2004 QSC Credit Facility") contains was limitations, including a restriction on usinggroceeds from the facility to pay
settlements or judgments relating to investigatind securities actions discussed in Note 6—Comnnitsr@nd Contingencies to our
condensed consolidated financial statements in IterhPart | of this report.

We expect our 2005 capital expendituresagiproximate the 2004 levels.
Long-Term View

We have historically operated with a wotkrapital deficit as a result of the issues disedsthove and due to our practice of declaring
regular cash dividends. We expect this trend tdicoa. As discussed below, we continue to genesatbstantial cash from operations. We
believe that cash provided by operations, combwigtd our current cash position and continued actesapital markets to refinance our
current portion of debt, should allow us to meat@ash requirements, for the foreseeable future.

In addition to our periodic need to obtfiirancing in order to meet our debt obligationdreey come due, we may also need to obtain
additional financing or investigate other methaalgé¢nerate
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cash (such as further cost reductions or the saesets) if cash provided by our and QCII's openatdoes not improve, if revenue and cash
provided by operations continue to decline, if emait conditions weaken, if competitive pressuresaase or if we or QCII become subject
to significant judgments, settlements or tax paytmes further discussed in Note 6—Commitments asttiG@gencies to our condensed
consolidated financial statements in Item 1 of Paftthis report. In the event of an adverse ontedn one or more of these matters, we or
QCII could be required to make significant paymehg we do not have the resources to make. Thaitoadg of any settlements or
judgments resulting from these actions could mallgrand adversely affect QCII's ability to meatdtebt obligations and its financ
condition, potentially impacting its credits ratmdts ability to access capital markets and itegigance with debt covenants. In addition, the
magnitude of any settlements or judgments may c@@éto draw down significantly on its cash balascwhich might force it to obtain
additional financing or explore other methods taggate cash. Such methods could include issuintgji@uil securities or selling assets. As a
wholly owned subsidiary of QCII, our business ogieres and financial condition could be similarlyeaited, potentially impacting our credit
ratings and access to the capital markets.

The 2004 QSC Credit Facility makes avadabl QSC $750 million of additional credit. Thigifgy has a cross payment default
provision, and this facility and certain other dedstues of QCII and its other subsidiaries als@t@ess acceleration provisions. When
present, such provisions could have a wider impadiquidity than might otherwise arise from a défar acceleration of a single debt
instrument. These provisions generally provide ¢hetoss default under these debt instrumentsowadiur if:

. QCllI fails to pay any indebtedness when due inggregate principal amount greater than $100 million

. any indebtedness is accelerated in an aggregatggal amount greater than $100 million ($25 miilio the case of one of the
debt instruments); or

. judicial proceedings are commenced to foreclosargnof QCII's assets that secure indebtedness aggregate principal
amount greater than $100 million.

Upon such a cross default, the creditos wiaterial amount of QCII's debt may elect to aecthat a default has occurred under their
debt instruments and to accelerate the principaiusts due such creditors. Cross acceleration pomdsare similar to cross default
provisions, but permit a default in a second destrument to be declared only if in addition toediadilt occurring under the first debt
instrument, the indebtedness due under the filsttidstrument is actually accelerated. As a whollsned subsidiary of QCII, our business
operations and financial condition could be affdcfgotentially impacting our credit ratings andesscto the capital markets. In addition, the
2004 QSC Credit Facility contains various limitao including a restriction on using any proceedmfthe facility to pay settlements or
judgments relating to the investigation and semgriaictions discussed in Not—Commitments and Contingencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report.

Historical View
Operating Activities

We generated cash from operating activifebl.102 billion and $1.126 billion for the threeonths ended March 31, 2005 and 2004,
respectively. The decrease in cash provided byatipgractivities was primarily attributable to a5$3iillion decrease in income from
continuing operations after adjusting for depreciatind amortization.
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Our employees participate in the QCII penspost-retirement and other post-employment ligplaihs. QCII does not anticipate a
requirement to make any significant contributioriite QCII retirement plans in 2005.

Investing Activities

Our capital expenditures totaled $250 wnillfor the quarter ended March 31, 2005 and $38ibmior the quarter ended March 31,
2004.

We expect that our 2005 capital expendiwvé approximate 2004 levels.
Financing Activities

Cash used for financing activities was $i#6H4ion for the quarter ended March 31, 2005 aB@8&million for the same period ended
2004. The increase in cash used for financing iiewvas primarily attributable to increased danid payments made to QSC during the first
quarter of 2005 as compared to the first quart@00. Our existing debt covenants do not limitdheount of dividends we can pay to our
parent. At March 31, 2005, we were in complianctnall provisions or covenants of our borrowings.

Credit ratings

The table below summarizes our long-terint datings at March 31, 2005 and December 31, 2004:

S&P BB-
Fitch BB
Moody's Ba3

Debt ratings by the various rating agenoédiect each agency's opinion of the ability af thsuers to repay debt obligations as they ¢
due. In general, lower ratings result in higherbaing costs and/or impaired ability to borrow. écarity rating is not a recommendation to
buy, sell, or hold securities and may be subjecetision or withdrawal at any time by the assigniating organization.

Given our current credit ratings, as naibdve, our ability to raise additional capital undeceptable terms and conditions may be
negatively impacted.

Risk Management

We are exposed to market risks arising fobianges in interest rates. The objective of olar@st rate risk management program is to
manage the level and volatility of our interestemxge. We may employ derivative financial instruregatmanage our interest rate risk
exposure.

We currently have interest rate swap agesgswith notational amounts totaling $575 milliormanage exposure to interest rate
movements and optimize our mixture of floating &imdd-rate debt while minimizing liquidity risk. Eheffective floating interest rate on the
agreements is LIBOR plus 3.43%. A hypothetical@ase of 100 basis points in the LIBOR rate woutddase annual pre-tax interest
expense by approximately $6 million related to ¢hewap agreements. Changes in interest ratesngsei the valuation of these swaps,
which impact our other non-operating income or eseefor these interest rate swaps that do notwedsidge accounting treatment. Small
changes in either current interest rates or therdst rate yield curve can cause substantial clsangae value of the swaps, which can
materially impact our other non-operating incomexpense for those interest rate swaps that doeneive hedge accounting treatment.
Furthermore, due to the inherent volatility in tledue of these swaps, significant fluctuationsun other non-operating income or expense
could occur from period to period.
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As of March 31, 2005 and December 31, 2@pproximately $1.25 billion of our floating-ratefat was exposed to changes in interest
rates. As of March 31, 2005 and December 31, 28@had approximately $400 million of long-term fikeate debt obligations maturing in
the following 12 months. We are exposed to changegerest rates at any time that we choose foaate this debt. A hypothetical 100 or
200 basis point increase in the interest ratesisrdebt would not have a material effect on ouniegs.

As of March 31, 2005, our proportionatershaf QCII's investments was $348 million of casheisted in money market instruments and
$210 million invested in auction rate securities.iAterest rates change, so will the interest irederived from these instruments. Assuming
that the investment balance was to remain consdanpothetical increase of 100 basis points ineganarket rates would increase annual
interest income by $6 million. As of March 31, 208% share of short-term investments were $40 onilind long-term investments were
$9 million. These investments were at fixed interates and thus were not subject to interestvaltility.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains or incorporatesdfgrence forward-looking statements about oumfoie condition, results of operations and
business. These statements include, among others:

. statements concerning the benefits that we expdlatesult from our business activities and certa@ansactions we have
completed, such as increased revenues, decregseqdses and avoided expenses and expenditures; and

. statements of our expectations, beliefs, futurepbnd strategies, anticipated developments ared othtters that are not
historical facts.

These statements may be made expresdtjsidocument or may be incorporated by referenaghter documents we will file with the
Securities and Exchange Commission ("SEC"). Youftahmany of these statements by looking for wadsh as "believes," "expects,"
"anticipates,” "estimates," or similar expressiased in this report or incorporated by referenciiis report.

These forward-looking statements are sutlbgenumerous assumptions, risks and uncertaititegsmay cause our actual results to be
materially different from any future results exped or implied by us in those statements. Somkeesfet risks are described below under "
Factors." These risk factors should be considerednnection with any subsequent written or oralvByd-looking statements that we or
persons acting on our behalf may issue. We do mi¢take any obligation to review or confirm antdyexpectations or estimates or to
release publicly any revisions to any forward-laowkstatements to reflect events or circumstandes thie date of this report or to reflect the
occurrence of unanticipated events. Further, tf@nmation contained in this document is a statem&our intention as of the date of this
filing and is based upon, among other things, tistiag regulatory environment, industry conditipnsarket conditions and prices, the
economy in general and our assumptions as of saieh e may change our intentions, at any timevétitbut notice, based upon any
changes in such factors, in our assumptions ometse.
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RISK FACTORS
Risks Affecting Our Business

We face pressure on profit margins as a result ofieasing competition, including product substitati, which could adversely affect our
operating results and financial performance.

We compete in a rapidly evolving and higbbmpetitive market, and we expect competitiomterisify. We have faced greater
competition in our core local business from calmpanies, wireless providers (including our afféia facilities-based providers using their
own networks as well as those leasing parts ohetwork (unbundled network elements) and reselRegulatory developments have
generally increased competitive pressures on osinbss, such as the November 2003 decision ofaderl Communications Commission
("FCC") allowing for number portability from wirele to wireless phones.

Due to these and other factors, we beltrapetitive telecommunications providers are n@érhindered by historical barriers to en
As a result, we are seeking to distinguish oursefi@n our competitors through a number of custoseevice initiatives. These initiatives
include expanded product bundling, simplified bijj improved customer support and other ongoingsorea. However, these initiatives are
new and unproven. We may not have sufficient resesuto distinguish our service levels from thosewfcompetitors, and we may not be
successful in integrating our product offeringgqezsally products for which we act as a reselleerkif we are successful, these initiatives
may not be sufficient to offset our continuing lagsiccess lines. Please see "Management's Disoumsd Analysis of Financial Condition
and Results of Operations" in Iltem 2 of Part Ie§ report for more information regarding trend®etiing our access lines.

We have also begun to experience and expehber increased competitive pressure from teteoanications providers either
consolidating with other providers or reorganizthgir capital structure to more effectively compagminst us. As a result of these increased
competitive pressures, we have been and may centinbie forced to respond with lower profit margioduct offerings and pricing schemes
in an effort to retain and attract customers. Thsssures could adversely affect our operatingitseand financial performance.

Rapid changes in technology and markets could regusubstantial expenditure of financial and otheesources in excess of contempla
levels, and any inability to respond to those chasgould reduce our market share.

The telecommunications industry is expetieg significant technological changes, and oulitglib execute our business plans and
compete depends upon our ability to develop newymts and accelerate the deployment of advancedariices, such as broadband data
and video services. The development and deployofamw products could require substantial expemnelitd financial and other resources in
excess of contemplated levels. If we are not ablietzelop new products to keep pace with technoédgidvances, or if such products are not
widely accepted by customers, our ability to corapmtuld be adversely affected and our market stwarlel decline. Any inability to keep up
with changes in technology and markets could alseisely affect the trading price of our securiaesl our ability to service our debt.

If we are not able to stem the loss of our accases or grow other areas of our business to compaagor these losses, our revenue v
continue to decline.

Our revenue decline over the past few ysdeggely attributable to our continued loss ofess lines, which is a result of increased
competition and technology substitution (such agless and cable substitution for wireline telephoiVe are seeking to improve our
competitive position through product bundling atlden sales and marketing initiatives. However, waymot be successful in these

33




efforts. If we are not successful and our revera@ides materially without corresponding cost reituns, this will cause a material
deterioration to our results of operations andrfgial condition and adversely affect our abilitysrvice debt and pay other obligations.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the major lawsuits pendimggimst QCII and us or the investigation of QCII cuently being conducted by the U.
Attorney's Office could have a material adverse iagp on our financial condition and operating resf on the trading price of our del
securities and on our ability to access the capitadrkets.

The DOJ investigation and the securitigias described in Note 6—Commitments and Contiogento our condensed consolidated
financial statements in Item 1 of Part | of thipagt present material and significant risks to Q&it us. In many of the securities actions, the
plaintiffs seek tens of millions of dollars in dages or more, and in one putative class action lawead counsel for the plaintiffs has
indicated that plaintiffs will seek damages in térs of billions of dollars. The outcomes in angesawhich have been or may be brought by
the U.S. Attorney's Office or the SEC against farwiéicers or employees of QCII may have a negaitiveact on the outcome of certain of
these legal actions.

Further, the size, scope and nature ofdbatements of QCII's consolidated financial statets for 2001 and 2000, which are described
in its Annual Report on Form 10-K/A for the fisgedar ended December 31, 2002 ("QCII's 2002 ForrK/E0), affect the risks presented by
these investigations and actions, as these matieytve, among other things, QCII's prior accougtpractices and related disclosures.
Plaintiffs in certain of the securities actions éalleged QCII's restatement of items in suppotheir claims. We can give no assurance as to
the impacts on QCII's or our financial resultsioahcial condition that may ultimately result frath of these matters. During 2003 and 2004,
QCIl recorded reserves in its financial stateméotising $750 million in connection with the inviggttions and securities actions. The
$750 million reserve was reduced by $125 millioecember 2004 as a result of a payment in thatiatrio connection with a settlement in
October 2004 of the SEC's investigation of QClleTamaining reserve amount represents a final pattode made in connection with the
SEC settlement in the amount of $125 million arelritinimum estimated amount of loss QCII believgsr@bable with respect to the
securities actions. However, the ultimate outconfdbese matters are still uncertain and theresigificant possibility that the amount of
loss QCII ultimately incurs could be substantiatigre than the reserve QCII has provided. If themged reserve that will remain after QCI|I
has paid the amount owed under the SEC settlemamlifficient to cover these matters, QCII wiledego record additional charges to its
statement of operations in future periods.

An adverse outcome with respect to the Bifarney's Office investigation could have a miteaind significant adverse impact upon
QCIl and us. Additionally, QCII continues to defeaghinst the securities actions vigorously andiisently unable to provide any estimate as
to the timing of the resolution of these actionayAettlement of or judgment in one or more of ¢ghastions substantially in excess of QCII's
recorded reserves could have a significant impac@@ll and us, and we can give no assurance théit@@e will have the resources
available to pay any such judgment. The magnitddmg settlement or judgment resulting from thest#goas could materially and adversely
affect QClI's and our ability to meet our debt ghtions and our financial condition, potentiallypatting our credit ratings, our ability to
access capital markets and our compliance with c@l@nants. In addition, the magnitude of any ettint or judgment may cause QCIl o
to draw down significantly on our cash balancesctvimight force us to obtain additional financingexplore other methods to generate ¢
Such methods could include issuing additional seesror selling assets.
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Further, given the size and nature of augiiess, QCIl and we are subject from time to tiomearious other lawsuits which, depending
on their outcome, may have a material adverseteffeQClI's and our financial position. Thus, Q&hd we can give no assurances as to the
impacts on our financial results or financial cdimh as a result of these matters.

Continued scrutiny of QCII's financial disclosuresould reduce investor confidence and cause the ingdprice for our debt securities to
decline.

As a result of QCII's past accounting issailed the increased scrutiny of financial disclespimvestor confidence in QCII has suffered
and could suffer further. As discussed earlier, Utf®. Attorney's Office is currently conductingiamestigation of, without limitation,
transactions related to the various adjustmentgestdtements described in QCII's 2002 Form 10-4WA transactions between QCIl and
certain of its vendors and certain investments@ngecurities of those vendors by individuals assed with QCII, and certain prior
disclosures made by QCII. Although, as describeny@pQCII has entered into a settlement with th€ $&ncerning the SEC's investigation
of QCII, in March 2005, the SEC filed suit agai@sEIl's former Chief Executive Officer, Joseph Naoglwo of its former Chief Financial
Officers, Robert Woodruff and Robin Szeliga, andeotformer officers and employees. In February 2@0&iminal indictment was returned
against Marc Weisberg, a former QCII executivdenheral district court in Colorado. The indictmaiieges that Mr. Weisberg violated
federal laws by seeking and obtaining investmepbaoipinities for himself and others in vendors tidtor sought to do business with QCII.
Civil and criminal trials in these and other magteould take place in the future. Evidence thatti®duced at such trials may result in further
scrutiny by governmental authorities and others.

The existence of this heightened scrutimyid adversely affect investor confidence and calusérading price for our debt securities to
decline.

We operate in a highly regulated industry, and afrerefore exposed to restrictions on our mannerdafing business and a variety of
claims relating to such regulation.

Our operations are subject to extensiveri@degulation, including the Communications Ati834, as amended, and FCC regulations
thereunder. We are also subject to the applicalwe bnd regulations of various states, includiggilaion by PUCs and other state agencies.
Federal laws and FCC regulations generally apphegolated interstate telecommunications (includimigrnational telecommunications that
originate or terminate in the United States), whtigte regulatory authorities generally have juctssh over regulated telecommunications
services that are intrastate in nature. The logalpetition aspects of the Telecommunications Act36 are subject to FCC rulemaking, but
the state regulatory authorities play a signifiaahe in implementing those FCC rules. Generallg,must obtain and maintain certificates of
authority from regulatory bodies in most states nghee offer regulated services and must obtairr peigulatory approval of rates, terms and
conditions for our intrastate services, where nesgliiOur businesses are subject to numerous, #enl @iite detailed, requirements under
federal, state and local laws, rules and regulatiéiccordingly, we cannot ensure that we are ahvimgempliance with all these requireme
at any single point in time. The agencies respda$dy the enforcement of these laws, rules andleggpns may initiate inquiries or actions
based on their own perceptions of our conductaset on customer complaints.

Regulation of the telecommunications induit changing rapidly, and the regulatory envir@emtvaries substantially from state to state.
All of our operations are also subject to a var@tgnvironmental, safety, health and other govermial regulations. There can be no
assurance that future regulatory, judicial or ligige activities will not have a material adveestect on our operations, or that regulators or
third parties will not raise material issues wigélgard to our compliance or noncompliance with ajablie regulations.
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We monitor our compliance with federaltstand local regulations governing the dischargedisposal of hazardous and
environmentally sensitive materials, including émission of electromagnetic radiation. Althoughbedieve that we are in compliance with
such regulations, any such discharge, disposah@son might expose us to claims or actions tbatdchave a material adverse effect on our
business, financial condition and operating results

Risks Affecting Our Liquidity

QCIlI's high debt levels, the restrictive terms ¢ idebt instruments and the substantial litigatipending against it pose risks to our
viability and may make us more vulnerable to adweezonomic and competitive conditions, as well #seo adverse developments.

Our ultimate parent, QCII, is highly levgesl on a consolidated basis. As of March 31, 2606¢onsolidated debt was $7.7 billion,
which is included in QCII's total consolidated deb$17.3 billion as of such date. A considerabt®ant of our and QCII's debt obligations
comes due over the next few years. While we cugréraieve we will have the financial resourcesreet our obligations when they come
due, we cannot anticipate what our or QCII's futordition will be. We may have unexpected costslabilities and we may have limited
access to financing.

In addition to our periodic need to obthirancing in order to meet our debt obligationgresy come due, we may also need to obtain
additional financing or investigate other methaalgenerate cash (such as further cost reductiotieearale of assets) if cash provided by our
and QCII's operations does not improve, if revesuug cash provided by operations continue to dedlireonomic conditions weaken, if
competitive pressures increase or if we or QCllobge subject to significant judgments and/or settlets as further discussed in Note 6—
Commitments and Contingencies to our condensedtidated financial statements in Item 1 of Part this report and in "Liquidity and
Capital Resources" above. We can give no assuthatsuch additional financing will be availableterms that are acceptable. Also, we
be impacted by factors relating to or affecting @QIquidity and capital resources due to pereaptn the market, impacts on credit ratings,
or provisions in our and QCII's financing agreerseghtt may restrict our flexibility under certaionditions. The 2004 QSC Credit Facility
has a cross payment default provision, and the 2I8@ Credit Facility and certain other debt isspfd@Cll and its other subsidiaries have
cross acceleration provisions. When present, stmbigions could have a wider impact on liquiditathmight otherwise arise from a default
or acceleration of a single debt instrument. Adwaly owned subsidiary of QCII and QSC, any suclrgould adversely affect our ability
to conduct business or access the capital markdts@uld adversely impact our credit ratings.

In addition, the 2004 QSC Credit Faciligntains various limitations, including a restriction using any proceeds from the facility to
pay settlements or judgments relating to the ingatbn and securities actions discussed in Not€€emmitments and Contingencies to our
condensed consolidated financial statements in It&rhPart | of this report.

Our high debt levels could adversely impgagt credit ratings. Additionally, the degree toigthwe, together with QCII, are leveraged
may have other important limiting consequenceduding the following:

. placing us at a competitive disadvantage as cordpaith our less leveraged competitors, includinmmeavho have
significantly reduced their debt through a bankeygiroceeding;

. making us more vulnerable to the current or futlbenturns in general economic conditions or in ahgur businesses;

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we operate; and
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. impairing our ability to obtain additional finangjrin the future for working capital, capital expénces or general corpora
purposes.

We may be unable to significantly reduce the sulmgtal capital requirements or operating expensescegsary to continue to operate our
business, which may in turn affect our operatingsats.

We anticipate that our capital requiremealsating to maintaining and routinely upgrading onetwork will continue to be significant in
the coming years. We may be unable to further Baamitly reduce our capital requirements or opapgxpenses even if revenue is
decreasing. We also may be unable to significaetiyice the operating expenses associated withuturefcontractual cash obligations,
including future purchase commitments, which maguim affect our operating results. Such non-disanary capital outlays and operating
expenses may lessen our ability to compete witargthoviders who face less significant spendingiiregqnents. While we believe that our
current level of capital expenditures will meetlbotir maintenance and our core growth requirengaitey forward, this may not be the case
if circumstances underlying our expectations change

The cash needs of our affiliated companies consuaggnificant amount of the cash we generate.

We have declared and paid dividends tod@ect parent, QSC, based on the earnings of oualingé operations. In July 2004, we
modified our dividend practice to balance our ficiahneeds, cash position and credit profile witbste of our parent. As a result, going
forward, we may declare and pay dividends in exoéssir earnings to the extent permitted by appledaw, which may consume a
significant amount of the cash we generate. Out delenants do not limit the amount of dividendsoaa pay to our parent.

The debt agreements of QCIl and Qwest will allonchao incur significantly more debt, which could exerbate the other risks described
herein.

The terms of QCII's and our debt instruragrdrmit both QCII and us to incur additional ingelmess. Such debt may be necessary to
comply with regulatory obligations to maintain Q€lbr our assets, to satisfy regulatory servicggabbns, to adequately respond to
competition or for financial reasons alone. Incratakborrowings or borrowings at maturity on tertat impose additional financial risks to
our various efforts to improve our financial comafitand results of operations could exacerbat®ther risks described herein.

Other Risks Relating to Qwest

If conditions or assumptions differ from the judgmes, assumptions or estimates used in our critieacounting policies, the accuracy !
our financial statements and related disclosuresutnbbe affected.

The preparation of financial statements ratated disclosures in conformity with generallgepted accounting principles in the United
States of America, or GAAP, requires managementake judgments, assumptions and estimates that &fiee amounts reported in our
consolidated financial statements and accompanyatgs. Our critical accounting policies, which described in our Annual Report on Fc
10-K for the year ended December 31, 2004, or 604ZForm 10-K, describe those significant accowgngialicies and methods used in the
preparation of our consolidated financial statermémat are considered “critical" because they requdgments, assumptions and estimates
that materially impact our consolidated financiatements and related disclosures. As a restiliitife events differ significantly from the
judgments, assumptions and estimates in our dréamaounting policies or different assumptionsased in the future, such events
assumptions could have a material impact on ousadatated financial statements and related discéssu
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Taxing authorities may determine we owe additionakes relating to various matters, which could adsely affect our financial results.

As a significant taxpayer, QCII is subjerfrequent and regular audits from the IRS, ad agefrom state and local tax authorities. Tt
audits could subject us to risks due to advers#ipos that may be taken by these tax authoritdsase see Note 6—Commitments and
Contingencies—Other Matters to our condensed caaded financial statements in Item 1 of Part thi$ report for examples of legal
proceedings involving some of these adverse positibor example, in the fourth quarter of 2004, KJ€teived notices of proposed
adjustments on several significant issues for 88812001 audit cycle. Additionally, the IRS indiedtin January 2005, that it is reviewing
QCllI's tax treatment of the DEX sale in the 200226@audit cycle.

Because prior to 1999 QCII was a membeffifated groups filing consolidated U.S. fedeirdome tax returns, QCII could be
severally liable for tax examinations and adjusttaemt directly applicable to current members ef @west affiliated group. Tax sharing
agreements have been executed between QCII andyseaffiliates, and QCII believes the liabilitigsany, arising from adjustments to tax
liability would be borne by the affiliated group mber determined to have a deficiency under thegemd conditions of such agreements
applicable tax law. QCII has not provided in itsdfincial statements for any liability of former affied members or for claims they have
asserted or may assert against QCII.

While QCII believes its tax reserves adéglygorovide for the associated tax contingencigden current accounting literature, QCIl's
audits and examinations may result in tax lialg$itthat differ materially from those it has recard®its consolidated financial statements.
Also, the ultimate outcomes of all of these mattesuncertain, and QCII can give no assurance ahéther an adverse result from one or
more of them will have a material effect on itsaficial results, including potentially offsettingignificant portion of its existing net operat
losses, which could affect our financial conditaomd operating results to the extent the matteesaifs.

If we fail to extend or renegotiate our collectilmrgaining contracts with our labor unions as thekpire from time to time, or if ou
unionized employees were to engage in a strike theowork stoppage, our business and operating flesaould be materially harmed.

We are a party to collective bargainingtcacts with our labor unions, which represent aisicant number of our employees. Although
we believe that our relations with our employeessatisfactory, no assurance can be given thatilvberable to successfully extend or
renegotiate our collective bargaining agreementh@gsexpire from time to time. If we fail to extéor renegotiate our collective bargaining
agreements, if disputes with our unions arisef ouii unionized workers engage in a strike or otherk stoppage, we could incur higher
ongoing labor costs or experience a significamugison of operations, which could have a mateadlerse effect on our business. In
August 2003, we reached agreements with the Conuations Workers of America, or CWA, and the Int¢iorzal Brotherhood of Electrical
Workers, or IBEW, on twgrear labor contracts. Each of these agreementsatiéisd by union members and expires on Augus085. The
impact of 2005 and future negotiations, includihgrges in wages and benefit levels that are colidgtbargained for as part of the overall
contracts with the unions, could have a materiglaat on our financial results. As an example, ifase not able to negotiate for certain key
contractual terms such as caps on reimbursablergtdment healthcare costs, we could be requo@dcognize materially higher employee
costs.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information under the caption "Risk Mgament" in "Management's Discussion and AnalyisiSrancial Condition and Results of
Operations" in Item 2 of Part | of this reportigdrporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

The effectiveness of our or any systemisgldsure controls and procedures is subject tiicelimitations, including the exercise of
judgment in designing, implementing and evaluathegcontrols and procedures, the assumptions nsdéritifying the likelihood of futur
events, and the inability to eliminate miscondumnpletely. As a result, there can be no assurdrateotir disclosure controls and procedures
will detect all errors or fraud. By their natureirar any system of disclosure controls and promsioan provide only reasonable assurance
regarding management's control objectives.

Under the supervision and with the parttign of our management, including our Chief ExaeuOfficer and Chief Financial Officer,
we evaluated the design and operation of our disiceocontrols and procedures (as defined in Rilaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the "Exchange Act") aMafch 31, 2005. On the basis of this review, ounaggment, including our Chief
Executive Officer and Chief Financial Officer, ctuded that our disclosure controls and proceduresiesigned, and are effective, to give
reasonable assurance that the information reqtireé disclosed by us in reports that we file urtderExchange Act is recorded, processed,
summarized and reported within the time periodsi§ipd in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted undier Exchange Act is accumulated and communicatedritonanagement, including our Chief
Executive Officer and Chief Financial Officer, imanner that allows timely decisions regarding megldisclosure.

There were no changes in our internal abatver financial reporting that occurred in thesfiquarter of 2005 that materially affected, or
are reasonably likely to materially affect, oureimtal control over financial reporting.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 6—Comnetits and Contingencies to our condensed consdiidiai@ncial statements in Item 1 of
Part | of this report is hereby incorporated byrefce.

Matters Resolved in the First Quarter of 2005

The General Services Administration, or G&8A#nounced in July 2002 that it was conductingvéew of all contracts with QCII for
purposes of determining QCII's present respongitih be a contractor to the Federal governmentS@ptember 12, 2003, QCII was
informed that the Inspector General of the GSA iedelrred to the GSA Suspension/Debarment Offitialquestion of whether QCII should
be considered for debarment. QCIl was informed tibasis for the referral was the February 2888 iment against four former QCII
employees in connection with a transaction withAhieona School Facilities Board in June 2001 arilvd complaint also filed in
February 2003 by the SEC against the same formplogees and others relating to the Arizona Schaallfies Board transaction and a
transaction with Genuity Inc. in 2000. On Febru2r2005, QCII was informed that the Inspector Gahlead made a second referral
regarding whether QCII should be considered foadalent, this one based generally on the mattetsatbahe subject of the complaint filed
against QCII in connection with its settlement wilte SEC and on SEC actions against and settlemithtshree former QCIlI employees in
2003 and 2004 and a fourth action filed againstranér QCIl employee in 2004. On February 22, 2@6G]l was notified by the GSA that t
GSA had determined not to pursue any administratot®n against QCIll based on the information doethin the administrative record.
Accordingly, QCII remains a presently responsildatcactor eligible to compete for Federal governtniersiness.

As described more fully in Note 6—Commitrteeand Contingencies to our condensed consolidatedcial statements in Item 1 of
Part | of this report, formal proceedings agairsshave been initiated with the public utilities comsions in several states alleging, among
other things, that we, in contravention of fedenad state law, failed to file interconnection agneats with the state commissions and that we
therefore allegedly discriminated against variou&Cs. The complainants seek fines, penalties amdfoier credits. On November 9, 2004,
Qwest and the Staff of the Washington Commissidared into a settlement under which Qwest agre@dyoa penalty of $7.8 million. This
settlement does not require Qwest to provide aeglits to CLECs. On February 28, 2005, the Washim@ommission entered an order
approving the settlement and closing the proceedilogparty appealed by the March 31, 2005 deadtind,Qwest made the agreed to
payment of $7.8 million in April 2005.

ITEM 6. EXHIBITS
Exhibits filed for Qwest through the filirg this Form 10-Q:

Exhibits identified in parentheses below an file with the SEC and are incorporated hebgineference. All other exhibits are provided
as part of this electronic submission.

Exhibit
Number Description

(3.1 Restated Articles of Incorporation of Qwest (iqmarated by reference to Qwest's Annual Reporta@mFLO-K for the year
ended December 31, 1997, File N-3040.)

(3.2 Articles of Amendment to the Articles of Incorpacat of Qwest (incorporated by reference to Qwegtlarterly Report on
Form 1(-Q for the quarter ended June 30, 2000, File -3040.)
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(3.9

(4.1)

4.2)

4.3

(4.9

(4.5

(4.€)

(10.1)

(10.9)

(10.9)

12
31.1
31.2

32

Amended and Restated Bylaws of Qwest (incorporbyeference to Qwest's Annual Report on Form 1R-i¢f the year
ended December 31, 2002, File N-3040.)

Indenture, dated as of April 15, 1990, by and betwglountain States Telephone and Telegraph Comgraahyl he First
National Bank of Chicago (incorporated by referetic®west's Annual Report on Form-K/A for the year ended
December 31, 2002, File Na-3040.)

First Supplemental Indenture, dated as of April11991, by and between U S WEST Communications,dnd.The First
National Bank of Chicago (incorporated by referetic®west's Annual Report on Form-K/A for the year ended
December 31, 2002, File Na-3040.)

Indenture, dated as of October 15, 1999, by anasdmt U S WEST Communications, Inc. and Bank Onatf@ompany,

N.A. (incorporated by reference to Qwest's Annugpét on Form 1-K for the year ended December 31, 1999, File No. 1
3040.)

Officer's Certificate of Qwest, dated March 12, 2@cluding forms of 8 /8% notes due March 15, 2012) (incorporated
by reference to Qwest's Forr-4, File No. 33-115119.)

First Supplemental Indenture, dated as of Augus2@04, by and between Qwest and U.S. Bank N.A&o(jmorated by
reference to Qwest Communications Internationaldr@uarterly Report on Form ID{or the quarter ended September
2004, File No. -15577.)

Second Supplemental Indenture, dated as of NoveB®ex004, by and between Qwest and U.S. Bank (ih&orporated
by reference to Qwest's Current Report on Fc-K filed November 23, 2004, File No. 0-03040.)

Registration Rights Agreement, dated March 12, 2692and among Qwest and the initial purchasersedaimerein
(incorporated by reference to Qwest's QuarterlydRepn Form 10-Q for the quarter ended March 3022File No. 1-
3040.)

Registration Rights Agreement, dated August 194209 and among Qwest Corporation and the initimtpasers listed
therein (incorporated by reference to Qwest Compaiitns International Inc.'s Quarterly Report omnrd.0-Q for the
qguarter ended September 30, 2004, File I-15577.)

Registration Rights Agreement, dated November 2842by and among Qwest and the initial purchdsstes! therein
(incorporated by reference to Qwest's Current RegofForm -K filed November 18, 2004, File No. C-03040.)

Statement of Computation of Ratio of Earnings tceHiCharges
Chief Executive Officer Certification pursuant teciion 302 of the Sarbar-Oxley Act of 2002
Chief Financial Officer Certification pursuant tecion 302 of the Sarbar-Oxley Act of 2002

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sar-Oxley Act of 2002

( )  Previously filed.

In accordance with Item 601(b)(4)(iii)(A) of Regtitsn S-K, copies of certain instruments defining tights of holders of certain of our long-
term debt are not filed herewith. Pursuant to tegulation, we hereby agree to furnish a copy gfsarch instrument to the SEC upon request.
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SIGNATURE

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf
by the undersigned thereunto duly authorized.

QWEST CORPORATION

By:
/s/ JOHN W. RICHARDSON

John W. Richardson
Senior Vice President and Controller
(Duly Authorized Officer and Chief Accounting Oéfic

May 3, 2005
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Income from continuing operations before income$ax
discontinued operations and cumulative effect @inge in

accounting principle effec
Add: total fixed charge
Add: amortization of capitalized intere
Less: interest capitalize

Total earnings available for fixed charg

Estimate of interest within rental exper

Interest expense, including amortization of premgum
discounts and debt issuance ct

Interest capitalize

Exhibit 12
QWEST CORPORATION
CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(DOLLARS IN MILLIONS)
Years Ended December 31,
Quarter
Ending
March 31,
2005 2004 2003 2002 2001 2000
$ 42 $ 1742 % 1,756 3% 243t3$ 283 $ 2,20:
164 647 64: 634 58¢ 58¢
3 10 13 14 15 12
2 ) (13) (24) (44) (49)
58¢ 2,39( 2,401 3,05¢ 3,392 2,754
13 54 57 69 79 81
14¢ 584 57: 541 465 45¢
2 9 13 24 44 49
$ 164 $ 647 $ 64: $ 634 $ 58€ $ 58¢

Total fixed charge

Ratio of earnings to fixed charg

3.€ 3.7 3.7

4.8 5.8 4.7

Until May 1, 2004, Qwest Corporation praxiwireless services through its wholly owned sdibsy, Qwest Wireless LLC ("Qwest
Wireless"). On May 1, 2004, we transferred owngrgiiQwest Wireless to an affiliate. As a conse@aeme no longer have wireless
operations, and the results of operations anditla@d¢ial position of Qwest Wireless have been s=ifeed in our consolidated financial
statements to be included in discontinued operstidmounts shown in this schedule have also begsem to conform to the current

presentation of our consolidated financial statemen
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Richard C. Notebaert, certify that:
1. | have reviewed this quarterly report on Form 1@f@west Corporation;
2. Based on my knowledge, this report does not com@ajnuntrue statement of a material fact or om#itéade a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4, The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingared;

b) Evaluated the effectiveness of the registrantsl@lisire controls and procedures and presentedsimgport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

C) Disclosed in this report any change in the regisanternal control over financial reporting tleacurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer(s) arltblve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant's auditors and thatauminmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's
internal control over financial reporting.

Date: May 3, 2005

/sl RICHARD C. NOTEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and Presid
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Oren G. Shaffer, certify that:
1. | have reviewed this quarterly report on Form 1@f@west Corporation;
2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements odimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Evaluated the effectiveness of the registrantdassire controls and procedures and presentedsimggport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

C) Disclosed in this report any change in the regisanternal control over financial reporting tlegcurred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) antblve disclosed, based on our most recent evaluatiiernal control over financial
reporting, to the registrant's auditors and thdtaamnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize @&port financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's
internal control over financial reporting.

Date: May 3, 2005

/sl OREN G. SHAFFEF

Oren G. Shaffer
Vice Chairman and Chief Financial Offic
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Exhibit 32

CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifiesttie purposes of section 1350 of chapter 63lef18 of the United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, in his capacity as an officer of Qwest Qogtion ("Qwest"), that, to his
knowledge, the Quarterly Report of Qwest on ForrQlfdr the quarter ended March 31, 2005, fully ctiegpwith the requirements of
Section 13(a) of the Securities Exchange Act of4183d that the information contained in such refairly presents, in all material respects,
the financial condition and results of operatiorQuefest. This written statement is being furnishethe Securities and Exchange Commission
as an exhibit to such Form ID-A signed original of this statement has beewiger to Qwest and will be retained by Qwest andifined tc
the Securities and Exchange Commission or its sfaih request.

Dated: May 3, 2005 By: /s RICHARD C. NOTEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and Presid

Dated: May 3, 2005 By: /sl OREN G. SHAFFER

Oren G. Shaffer
Vice Chairman and Chief Financial Offic
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