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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,
2003 2002
(As restated, see
Note 2)
Operating revenue $ 2,742 % 2,97:
Operating revenu—affiliates 134 96

Total operating revenus 2,87¢ 3,06¢



Operating expense
Cost of sales (exclusive of depreciation amortization detailed belov
Cost of sale—affiliates
Selling, general and administrati
Selling, general and administrat—affiliates
Depreciatior
Intangible assets amortizati
Restructuring, Merg-related and other charges (cred

Total operating expens
Operating incom:

Other expense (income
Interest expen—net
Interest expen—net+—affiliates
Other expense (incomr—net

Total other expen—net

Income before income taxes and cumulative effechafhge in accounting princig
Income tax expens

Income before cumulative effect of change in actiogrprinciple
Cumulative effect of change in accounting principlet of taxes of $139 and $0, respectiy

Net income

59€ 60€
92 114

504 571

302 29C

617 69E

85 64

12 (30)

2,20¢ 2,31(

672 75¢

137 12C

36 45

8 8

181 157

491 601

(187) (231)

304 37C

21¢ —

$ 52: $ 37C
| |

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

CONDENSED CONSOLIDATED BALANCE SHEETS

(DOLLARS IN MILLIONS)

ASSETS
Current asset:

Cash and cash equivalel
Restricted cas

Accounts receivab—net
Accounts receivab—affiliates
Deferred income taxe
Prepaid and other ass:
Prepaid income tax—QSC

Total current asse

Property, plant and equipm—net
Intangible asse—net

March 31, December 31,
2003 2002
(unaudited)
$ 1,29¢ % 23z
10 26
1,301 1,49¢
20C 12C
12C 13¢
297 32&
— 25t
3,221 2,58
17,37¢ 17,31:
1,23¢ 1,27¢



Other asset

Total asset

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Current borrowing:

Current borrowing—affiliates

Accounts payabl

Accounts payab—affiliates

Dividends payab—QSC

Accrued expenses and other current liabili
Deferred revenue and customer depc

Total current liabilities

Long-term borrowings (net of unamortized debt distaf $141 million and $142 million,
respectivel—see Note 3

Pos-retirement and other p-employment benefit obligatior

Deferred income taxe
Deferred credits and oth

Total liabilities

Commitments and contingencies (Note

Stockholder's equity
Common stoc—one share without par, owned by Q
Note receivabl—affiliate
Accumulated defici

Total stockholder's equi

Total liabilities and stockholder's equ

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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1,35¢

1,35¢

$ 23,19¢

22,52t

$ 1,10¢ 1,25¢
1,95¢ 1,88¢

532 587

44€ 331

1,297 774

1,05¢ 952

57C 59¢

6,96. 6,38-

6,01¢ 6,01¢

2,607 2,617

2,39( 2,181

767 837

18,74( 18,02¢

8,361 8,40(

(286) (286)

(3,617) (3,617)

4,45¢ 4,497

$ 23,19¢ 22,52t

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLARS IN MILLIONS)
(UNAUDITED)

OPERATING ACTIVITIES
Net income

Adjustments to net income:
Depreciation and amortization

Three Months Ended
March 31,

2003 2002

(As restated, see
Note 2)

52 % 37C

69¢ 75¢



Provision for bad debts 62 82

Cumulative effect of change in accounting principieet (219) —
Deferred income taxes 83 141
Income tax benefit distributed to QSC (39 —
Other non-cash items 4 2
Changes in operating assets and liabilities:
Accounts receivable 131 97
Accounts receivable—affiliate (80) (43
Prepaid and other current assets 5) 63
Prepaid income taxes—QSC 25E (42
Accounts payable, accrued expenses and other tligkifities 77 (14¢)
Accounts payable—affiliate 11t 23
Deferred revenue and customer deposits (29) 121
Other long-term assets and liabilities (57) (23
Cash provided by operating activities 1,51¢ 1,40z
INVESTING ACTIVITIES
Expenditures for property, plant and equipment (364) (628)
Other 12 2
Cash used for investing activities (352) (62€)
FINANCING ACTIVITIES
Net repayments of current borrowir — Q78
Net proceeds from current borrowi—affiliates 65 104
Proceeds from long-term borrowings — 1,47¢
Repayments of current portion of long-term borraygin (16%) (48)
Dividends paid to QSC — 627)
Debt issuance costs — 385)
Cash used for financing activities (200) (10¢)
CASH AND CASH EQUIVALENTS
Increase in cash 1,067 66¢
Beginning balance 232 15C
Ending balance $ 1,29¢ $ 81¢

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
THREE MONTHS ENDED MARCH 31, 2003

(UNAUDITED)

Unless the context requires otherwise, referencekis report to "Qwest," "we," "us," the "Compargrid "our" refer to Qwest
Corporation and its consolidated subsidiaries, aaférences to "QCII" refer to our ultimate paremrngpany, Qwest Communications
International Inc., and its consolidated subsidéei

Note 1: Basis of Presentation



The condensed consolidated interim findrst@ements are unaudited. We prepared these esedeonsolidated financial statements in
accordance with the instructions for Form 10-Qcampliance with those instructions, certain infotima and footnote disclosures normally
included in consolidated financial statements preghén accordance with generally accepted accogmmtiiciples in the United States of
America ("GAAP") have been condensed or omitted.

During 2003 and 2002 we performed an irgkeamalysis (“internal analysis") of our previouslgued condensed consolidated financial
statements for the three months ended March 32.200r analysis also included our previously issoeasolidated financial statements for
2001 and 2000, which are not included in this repidre condensed consolidated financial statenfenthe three months ended March 31,
2002 have been restated. For further details ondhdre of the errors and the related effects arpoaviously issued condensed consolidated
financial statements, see Note 2—Restatement afl8e$Vhere appropriate, we have identified albebaks that have been restated with the
notation "as restated". Throughout these notedgtime "previously reported” will be used to refeialances from our previously issued
March 31, 2002 condensed consolidated financigédstants.

We have revised this presentation to conftr our current annual consolidated financialestegnt presentation. These statements in
all the adjustments necessary to fairly presentondensed consolidated results of operationspfiahposition and cash flows as of
March 31, 2003 and for all periods presented. Tkeseéensed consolidated financial statements stmutéad in conjunction with the
audited consolidated financial statements includezlir annual report on Form 10-K for the year ehBecember 31, 2002 (the "2002
Form 10-K"). The condensed consolidated resultspefations for the three month period ended Maict?803 and the condensed
consolidated statement of cash flows for the timeath period ended March 31, 2003 are not necésgadicative of the results or cash
flows expected for the full year.

We intend to transfer ownership of Qwestaldiss LLC ("Qwest Wireless") to an affiliate irethear future. After this transfer, we will
no longer have significant wireless operationssTransfer will take place as soon as we havevedaill necessary regulatory approvals,
perhaps as early as the first quarter of 2004.

Related party transactior

We record intercompany charges at the atschilted to us by our affiliates. Regulatory rutegjuire certain expenses to be billed by
affiliates at estimated fair value or fully distifed cost as more fully described in Note Belated Party Transactions. Regulators periodi
review our compliance with regulations. Adjustmetatintercompany charges that result from thesives/are recorded in the period they
become known. We purchase services, such as maglaid advertising, information technology, prodaratl technical services as well as
general support services from affiliates. We prewviol our affiliates telephony and data servicesghess as well as other services.
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Recently adopted accounting pronouncements andlativeieffect of adoptio

On January 1, 2003, we adopted Statemerinaicial Accounting Standards ("SFAS") No. 148¢¢ounting for Asset Retirement
Obligations" ("SFAS No. 143"). This statement addes financial accounting and reporting for obiayet associated with the retirement of
tangible long-lived assets and the associated estieiment costs, generally referred to as assieément obligations. SFAS No. 143 requires
entities to record the fair value of a legal liéiifor an asset retirement obligation requiredéosettled under law or written or oral contract.
If a reasonable estimate of fair value can be mtdefair value of the liability will be recognizéal the period it is incurred, or if not, in the
period a reasonable estimate of fair value can &@emThis cost is initially capitalized and thenoatized over the estimated remaining useful
life of the asset. We have determined that we lheyal asset retirement obligations associated thigiremoval of a limited group of long-
lived assets and recorded a cumulative effectafaage in accounting principle charge upon adopifd®FAS No. 143 of $7 million (liabilit
of $12 million net of an asset of $5 million) asJahuary 1, 2003.

Prior to the adoption of SFAS No. 143, veednincluded in our group depreciation rates eséthaet removal costs (removal costs less
salvage). These costs have historically been tefieio the calculation of depreciation expensethedefore recognized in accumulated
depreciation. When the assets were actually resinelremoval costs were expended, the net remogts were recorded as a reduction to
accumulated depreciation. While SFAS No. 143 rexguihe recognition of a liability for asset retigrhobligations that are legally binding
precludes the recognition of a liability for asetirement obligations that are not legally bindimgerefore, upon adoption of SFAS No. 143,
we reversed the net removal costs within accumdildépreciation for those fixed assets where thevahtosts exceeded the estimated
salvage value and we did not have a legal remdsl@ation. This resulted in income from the cumiviateffect of a change in accounting
principle of $365 million pretax upon adoption d&#/&S No. 143 on January 1, 2003. The net income dtrfjoa the three months ended
March 31, 2003 related to the adoption of SFAS NIR is $219 million ($365 million less the $7 noli charge disclosed above, net of
income taxes of $139 million).

On a going forward basis, the net costeofoval related to these assets will be chargedit@onsolidated statement of operations ir
period in which the costs are incurred. As a resiidt adoption of SFAS No. 143 is expected to desge@ur depreciation expense on an at
basis by approximately $33 million and increaseraiieg expenses related to the accretion of thevédue of our legal asset retirement
obligations by approximately $1 million annuallygiening January 1, 2003. Based on historical chaegel activity through the three months
ended March 31, 2003, we believe that recurringoreahcosts will be approximately $35 million to $a#llion annually which will be



charged to our consolidated statement of operatienscurred.

In December 2002, the Financial Accountitgndards Board ("FASB") issued SFAS No. 148, "Arting for Stock-Based
Compensation—Transition and Disclosure—an amendofdiSB Statement No. 123" ("SFAS No. 148"), whisleffective for financial

statements related to periods ending after Deceff)e2002. SFAS No. 148 requires the following exged disclosure regarding stobksec
compensation.

Our employees participate in the QCII stoaentive plans which are more fully describedhie QCII annual report on Form 10-K for
the year ended December 31, 2002 (the "QCII 200&H®-K"). QCII's stock incentive plans, in whichreemployees patrticipate, are
accounted for using

the intrinsic-value recognition and measurememtgipies of Accounting Principles Board Opinion &, "Accounting for Stock Issued to
Employees." Under the intrinsic-value method, nmpensation expense is recognized for options giaotemployees when the strike price
of those options equals or exceeds the value dfitderlying security on the measurement date. fraiceinstances, the strike price has been
established prior to the measurement date, in wéneimt any excess of the stock price on the measntedate over the exercise price is
recorded as deferred compensation and amortizedlowaervice period during which the stock opéavard vests using the accelerated
method described in FASB Interpretation No. 28,¢@unting for Stock Appreciation Rights and Otheriglale Stock Option or Award
Plans." QCII allocates to us, through a contributiour share of the deferred compensation expersailed herein based on options grar

Had compensation cost for our employeeatigization in the QCII stock-based compensatiamplbeen determined under the fair-
value-method in accordance with the provisionsieAS No. 123, "Accounting for Stock-Based Compemsgatiour net income would have
been changed to the pro forma amounts indicatenhbel

Three Months Ended
March 31,

2003 2002

(As restated, see
Note 2)

(Dollars in millions)

Net income:

As reportec $ 52 % 37C
Add: Stock-option-based employee compensation esgartiuded in

reported net income, net of related tax effi — —
Deduct: Total stock-option-based employee compansakpense

determined under fair-value-based method for alirals, net of related tax

effects effect: (11) (13

Pro forma $ 512 % 357

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¢ordime the fair value can vary
significantly.

Note 2: Restatement of Results

We have determined that, in certain casesnisinterpreted or misapplied GAAP in our 2008l 2000 consolidated financial statements
and our condensed consolidated financial statenfentie three months ended March 31, 2002. Acooylglj we restated our consolidated
financial statements for each of the years inWeeyear period ended December 31, 2001 and reiiattexim periods, and the condensed
consolidated financial statements for the threetmprriod ended March 31, 2002.

As discussed more fully below, the restaets involve, among other matters, revenue recognigsues related to installation fees,
Public Utility Commission ("PUC") fine reclassifitan and transactions with affiliates. In makingske restatements, we have performed an
internal analysis of our accounting policies, piced, procedures and disclosures for the affecteidgs.
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Summary of restatement items

The following table sets forth the effeofshe restatement adjustments discussed belowv@anue; pre-tax income (i.e., income before
income taxes and cumulative effect of change imaatng principle); and net income as presentaslincondensed consolidated stateme
operations for the three month period ended Malgi2802. The restatement adjustments are discusske paragraphs following the table.

Three Months Ended March 31, 2002

Revenue Pre-tax Income Net Income

(Dollars in millions)

Previously reporte $ 3,04¢ % 637 $ 391

Restatement Adjustments, net

Installation fee: 19 19 11
PUC fine reclassificatio 12 — —
Transactions with affiliate 9 29 18
Out-of-period expense — (549) (33)
Network labor cost — (22 (13)
Settlement charge — 22 14
Property tax accrui — (16) (10
Balance sheet reconciliatio — 15 9
Other 3 (29 a7
Net restatement 19 (36) (21)
As restate( $ 3,06¢ % 601 $ 37C

Installation fees

In 2001 and 2000, we recognized revenuedarin up-front fees charged to customers in eotion with special plant construction or
relocation. These fees were recognized as reveniudl &t the time the construction or relocatioasicompleted. Under Staff Accounting
Bulletin No. 101, "Revenue Recognition in Finan@Sthtements" these fees should have been initdefigrred and recognized over the
estimated life of the customer relationship. In mstated condensed consolidated financial statesynea have increased our previously
reported revenue and increased our pre-tax incgn$i® million each for the three months ended M&th2002.

PUC fine reclassificatiol

We properly accrued for anticipated amouiuis under two state PUC orders for restitutioatinpreviously reported financial
statements. When the actual orders were receivedbruary 2003, they included direct credits taamers as well as payments to the state
PUCs. As part of the restatement, we reduced lesttnue and operating expenses by the amount & tdussomer credits. As a result, in our
restated condensed consolidated financial statesyenthave decreased our previously reported reven$12 million for the three months
ended March 31, 2002. There is no impact on ouripusly disclosed net income. This adjustment repnés an adjustment for a subsequent
event rather than a correction of an error.

Transactions with affiliates

In 2002, we inaccurately recorded revemaexpenses related to transactions with affilia@upanies within the QCII group of
companies. These transactions included billingsl&ta processing services, allocations of corpara¢ehead costs and payments made on
behalf of affiliated companies, among other itemsur restated condensed consolidated finan@téistents, we have increased our
previously reported revenue by $9 million and imsed our pre-tax income by $29 million for the ¢hmneonths ended March 31, 2002.

Out-of-period expenses

We recorded certain charges in 2000 asresgsefor contractual sponsorships. We have sinegrdimed that we recorded these chal



in the wrong period. As a result, in our restateddensed consolidated financial statements, we themeased our previously reported tzoe-
income by $54 million for the three months endeddie81, 2002.

Network labor cost

In 2000, we began capitalizing certain latxsts that were associated with designing, dépdognd testing facilities. During our internal
analysis, we determined that certain of these abgiald have been expensed as incurred. As a,resalir restated condensed consolidated
financial statements, we have recorded adjustnienterease operating expenses and decrease prgpartt and equipment by $22 million
for the three months ended March 31, 2002.

Settlement charges

In 2001 and 2000, we made payments to boerovendors in connection with the terminatiorceftain service contracts. During the
same time, we were negotiating new contracts vaghvendor's parent company. These payments wesedeztas current assets with the
understanding that the costs would be recoveredrnthd new contracts with the parent company. Whemegotiations with the parent
company were terminated in the first quarter of208e $22 million in payments previously recorésccurrent assets were charged to
expense. During our internal analysis, we deterchthat we could not conclusively determine thatgbttlement charges were linked to the
new contracts. As a result, in our restated coreltnensolidated financial statements we recogrézeense as the payments were made in
2001 and 2000, and reversed the previous $22 mitli@arge to expense during the three months endedh\81, 2002.

Property tax accrua

Property taxes were under accrued in oevipusly reported condensed consolidated finast&ements for the three months ended
March 31, 2002. This error was corrected in theg¢hmonths ended June 30, 2002. During restatemergdjusted the expense to the correct
period. As a result, we have decreased our prelyioeported pre-tax income by $16 million for tieege months ended March 31, 2002.
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Balance sheet reconciliatior

During our internal analysis, we were uedbl support the balances of certain asset aniitifadccounts through the reconciliation
process that we performed. As a result, in ouatedtcondensed consolidated financial statemeetfiave recorded adjustments to decrease
operating expenses and increase net property, aehéquipment by $15 million for the three morghded March 31, 2002.

Other

We increased our previously reported reednu$3 million and decreased our pre-tax incom&28/million for the three months ended
March 31, 2002 for other adjustments discoverea &Esult of our internal analysis. These adjustsibatve been aggregated in our
presentation. The individual adjustments to reveange from $2 million to $7 million individuallgnd adjustments to pre-tax income range
from $300,000 to $11 million individually and hase average impact of $5 million on revenue and $Homon pre-tax income.

Note 3: Borrowings

Our borrowings, net of discounts and prensuconsisted of the following for the dates intkda

March 31, December 31,
2003 2002

(Dollars in millions)

Current borrowings

Current borrowing—affiliates $ 195 % 1,88¢
Current portion of lon-term borrowings 1,03¢ 1,17¢
Current portion of capital lease obligations arttko 66 76

Total current borrowings $ 3,051 $ 3,14:

Long-term borrowings

Long-term notes $ 5997 $ 5,99¢



Long-term capital lease obligations and ot 17 21

Total long-term borrowings $ 6,01¢ $ 6,01¢€

Current borrowings—affiliates representrstterm borrowings on unsecured lines of credi¢ (tAffiliates Lines of Credit") by our
wholly owned subsidiary, Qwest Wireless, from &fiés that are wholly owned by QCII. The Affiliatemes of Credit mature in January
2005 and have an interest rate of 7.50% per anigrexpect that the maturities of these lines doflitreill be extended by our affiliates as
necessary. Qwest Corporation does not guarantdethewings of Qwest Wireless.

Subsequent Event—Debt-Related Matters

On June 9, 2003, we completed a senior ksamin two tranches for a total of $1.75 billiprincipal amount of debt. The term loan
consists of a $1.25 billion floating rate tranctiee in 2007, and a $500 million fixed rate tranches in 2010. The term loan is unsecured and
ranks equally with all of our current indebtedn&3%e floating rate tranche cannot be prepaid far y&ars and thereafter is subject to
prepayment premiums through 2006. There are no atandprepayment
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requirements. The covenant and default terms dstantially the same as those associated with thier tong-term debt. The net proceeds
were used to refinance our debt due in 2003 and fumefinance our investment in telecommunicatiassets.

The floating rate tranche bears interetioaidon Interbank Offered Rates plus 4.75% (withinimum interest rate of 6.50%) and the
fixed rate tranche bears interest at 6.95% perraniine lenders funded the entire principal amotith® loan subject to the original issue
discount for the floating rate tranche of 1.00% &ordhe fixed rate tranche of 1.652%.

Note 4: Restructuring Charges

The restructuring reserves balances disclisslow are included on our condensed consolidzthce sheet in the category of accrued
expenses and other current liabilities for the entrportion and deferred credits and other fodding-term portion.

2003 Activities

During the three months ended March 31320, as part of QCII's restructuring plan, idiéedi employee reductions in various
functional areas. As a result, we established ervesand recorded a charge to our condensed cdasali statement of operations of
$10 million to cover the cost of severance bengiitsuant to established severance policies assdaiath a reduction in the employees. We
identified approximately 300 employees from varifuwsctional areas to be terminated as part ofrédsiction. During the three months en
March 31, 2003, none of the planned reductionshiesh completed and no payments were made relathis teestructuring.

Other charges classified as restructupnigharily severance-related payments not associaitbdthe specific plans, were $2 million for
the three months ended March 31, 2003.

2002 Activities

During 2002, in response to shortfallsnmpéoyee reductions planned as part of the 200tuasiting plan (as discussed below), and due
to continued declines in our revenue and genemi@uic conditions, QCII identified employee redans in various functional areas and
permanently abandoned a number of operating anéhatrative facilities. In connection with that tascturing, we recorded a restructuring
reserve and recorded a charge to our condensedlictated statement of operations to cover the casdsciated with these actions.
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An analysis of activity associated with @02 restructuring plan for the three months eridacth 31, 2003 is as follows:

January 1, March 31,
2003 2003 2003
Balance Utilization Balance

(Dollars in millions)



Severance and employ-related charge $ 37 % 24 $ 13
Contractual settlements, legal contingencies aaskléosse 23 1 22

Total $ 60 $ 25 3 35

During 2002, QCII identified approximately400 of our employees from various functional ar@ebe terminated as part of this
reduction. At March 31, 2003, approximately 2,26@he planned reductions had been accomplishedaartte three months ended
March 31, 2003, $24 million of the restructuringeeve had been used for severance payments angdicedhaension benefits. We expect the
remaining employee reductions to be essentiallyptetad by December 31, 2003.

Also as part of the 2002 restructuring,pgemanently abandoned 25 leased facilities anddedaa charge to restructuring and other
charges in our condensed consolidated statemamesations. The abandonment costs include reny@h@ats due over the remaining terms
of the leases, net of estimated sublease rentalsstimated costs to terminate the leases. Fahtee months ended March 31, 2003, we
utilized $1 million of the established reservesnaiily for payments of amounts due under the ledsesexpect the balance of the reserve to
be utilized over the remaining terms of the leasédsch are up to five years.

2001 Activities

During the fourth quarter of 2001, a plasmsvapproved by QCII to reduce employee levels,aaize and sublease facilities, abandon
certain capital projects and terminate certain ajirey leases as discussed in more detail belovarfatysis of activity associated with our
2001 plan for the three months ended March 31, 2088 follows:

January 1, March 31,
2003 2003 2003
Balance Utilization Balance

(Dollars in millions)

Severance and employ-related charge $ 10 $ — 3 10
Contractual settlements, legal contingencies aaskléosse 11 7 4
Total $ 21 % 7% 14
L] I

In 2001, QCII identified approximately 486f our employees from various functional arealséderminated as part of an employee
reduction and we accrued a restructuring resenvedeerance benefits for those employees. At Maici2003, approximately 3,700
employees had been terminated. In 2002, in resportbés shortfall in planned employee terminatic@€11 reviewed our manpower
complement in other functional areas and identiéetployees to be terminated as part of anothdirgiakduction. These planned reductions
are discussed above in connection with our 20Q2uetsiring activities.

Due to our staffing reduction and consdlmaof our operations, we accrued a restructurgsgrve associated with the termination of
nine operating lease agreements across the cotiatryhe
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three months ended, March 31, 2003, we utilizedhiiifon of the established reserve for payment®eissed with contract termination costs
related to exiting these buildings.

Subsequent event

During the fourth quarter of 2003, as jmdiran ongoing effort of evaluating costs of opemasi, QCII further reduced employee levels in
certain areas of our business. As a result, wetplaacord a charge to our consolidated statenfesperations during the fourth quarter of
2003, primarily for estimated severance costs,iranffom $35 million to $55 million.

Note 5: Contributions to QCII Segments

Our operations are integrated into andpare of the segments of the QCII consolidated grdine chief operating decision maker
("CODM") for QCII makes resource allocation decisaand assessments of financial performance fardhsolidated group based on
wireline, wireless and other segmentation. For niwficemation about QCII's reporting segments, $eeQCIl 2002 Form 10-K (the "QCII
2002 Form 1-K"). Our business contributes to the segments teddyy QCII, but the QCII CODM reviews our finarldgigformation only in



connection with this filing. Consequently, we dd poovide discrete financial information for Qw&xtrporation to a CODM on a regular
basis. However, for reporting purposes only, weehsaparated our operating activities for all pesiptesented into segments in a manner
consistent with consolidated segment results relyulaviewed by QCIllI's CODM. This segment presaataexcludes affiliate revenues and
expenses that are eliminated in consolidation byi.QC

Revenue and expenses are based on thedfypesducts and services described below. Netwdrlstructure is designed to be scalable
and flexible to handle multiple products and segsicAs a result, QCIll does not allocate networkastfucture costs to individual products.
Direct administrative costs include sales, custosogport, collections and marketing. Indirect adstrative costs such as finance,
information technology, real estate, legal, margtervices and human resources are included iotliee services operating expenses. QCII
manages indirect administrative services costgagntconsequently, these costs are not allocatedreline or wireless services. Similarly,
depreciation, amortization, interest expense, ésteincome and other income (expense) are notadiddo either wireline or wireless servi
operating expenses.

Wireline services include revenue from pinavision of voice services and data and Interastises. Voice services consist of local v¢
services (such as basic local exchange servicéshawg services, custom calling features, enhangacke services, operator services, public
telephone services, collocation services and revémum the sales of customer premises equipmemRE"D; IntraLATA long-distance voice
services (long-distance services within our loeaVie area); and access services (which are ghymanolesale switched access services).
Access services revenue is generated principaliy tharges to interexchange carriers ("IXCs") ufee of our local network to connect their
customers to their long-distance networks. An 1X@ itelecommunications company that provides Idstgace services to end-users by
handling calls that are made from a phone exchangee local access transport area ("LATA") to acheinge in another LATA or between
exchanges within a LATA. Data and Internet servioetude data services (such as traditional priliatss, wholesale private lines, integrated
services digital network, frame relay, asynchronmassfer mode and related CPE) and Internet sss\{guch as digital subscriber line,
Internet dial access, professional services armde@ICPE). Depending on the product or servicehased, a customer may pay an up-front
fee, a monthly fee, a usage charge or a combinafitimeese fees and charges.
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Our wireless services are provided throoghwholly owned subsidiary, Qwest Wireless, whiciids 10 Megahertz licenses to provide
personal communications services ("PCS") in mogketa in our local service area. We offer wirelgssvices to residential and business
customers providing them the ability to use theeaetephone number for their wireless phone athfeir home or business phone. In
August 2003, we entered into a services agreemigmtavsubsidiary of Sprint Corporation ("Sprintigt allows us to resell Sprint wireless
services, including access to Sprint's nationwi@& Rvireless network, to consumer and business mesty primarily within our local service
area. In the third quarter of 2003 we revieweddieying value of our wireless assets and detemhihat they were impaired. Accordingly,
we recorded a charge of $230 million to our comksied statements of operations. See Note 8—Suhsiefuents.

We intend to transfer ownership of Qwestaldiss to an affiliate in the near future. Aftasttransfer, we will no longer have significant
wireless operations. This transfer will take plasesoon as we have received all necessary regukgiprovals, perhaps as early as the first
quarter of 2004.

Other services revenue is predominateliwddrfrom subleases of some of our unused reatecatsets, such as space in our office
buildings, warehouses and other properties. Owgratérvices expenses include unallocated corpergtenses for functions such as finance,
information technology, real estate, legal, margtervices and human resources.

The revenue and expenses shown below areeddrom transactions with external customers.

Three Months Ended
March 31,

2003 2002

(As restated)

(Dollars in millions)

Operating revenue

Wireline services $ 258t $ 2,77¢
Wireless services 151 18¢€
Other services 5 6

Total contribution to QCII segment revenue $ 2,742 3 2,972

Operating expense
Wireline services $ 74z % 78%



Wireless services 98 15¢
Other Services 26C 23t
Total contribution to QCIl segment expenses $1100 $ 1,177
| I

Contribution to QCIl segment income (los
Wireline services $ 184 % 1,99¢
Wireless services 53 29
Other services (25%) (229
Total contribution to QCIl segment income $ 164 $ 1,79t
| I

Capital expenditure:

Wireline $ 311 % 43¢
Wireless 11 31
Other 44 17€
Total contribution to QCII capital expenditures 36¢€ 64t
Non-cash investing activities ()] 17
Total contribution to QCII cash capital expenditire $ 364 $ 62€
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The following table reconciles the segniafdrmation to net income for the three months ehlarch 31, 2003 and 2002:

Three Months Ended
March 31,

2003 2002

(Dollars in millions)

Total contribution to QCII segment incor $ 1.64: $ 1,79¢
Add:
Affiliate revenue 134 96
Cumulative effect of change in accounting principlet of taxe: 21¢ —
Deduct:
Affiliate expense: 394 404
Depreciatior 613 69t
Intangible assets amortizati 85 64
Restructuring, Mergr-related and other charges (cred 12 (30
Total other expen—net 181 157
Income tax provisiol 187 231
Net income $ 52: $ 37C

Note 6: Related Party Transactions

We purchase services from our affiliateshsas marketing and advertising, information tetbgy, product and technical services as
well as general support services. We provide toaffiitates telephony and data services, wirelegb@ther services.

Our affiliates provide services and alsotcact services from third parties on our behalfthe latter case, the third parties bill our
affiliates who in turn charge us for our respecthare of these third party expenses. Our affgiatearge us for services rendered by their
employees applying a fully distributed costs ("FP@iethodology. FDC rates are determined using atigalary rates including factors 1



taxes, employee benefits, including stock-basedpemsation; facilities and overhead costs. Theseysehtes are charged to us on hours
worked or charges allocated to us based on estimate

We charge our affiliates based on tariffees for telephony and data services. We bill gitiag third party rates for wireless services
and for other services we bill our affiliates usgither FDC or market rates.

We describe in further detail below thevgars provided by our affiliates.
Marketing, Sales and Advertising

Marketing, sales and advertising, whichpgurppreparation for joint marketing of our sengcnclude the development of marketing and
advertising plans, sales unit forecasts, marketamed, sales training and compensation plans.
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Information Technology Services

Information technology services primaritgliude the labor cost of developing, testing anplémenting the system changes necessary tc
support order entry, provisioning and billing of\sees, as well as the cost of improving, maintagnand operating our shared internal
communications networks.

Product and Technical Services

Product and technical services relate tedasting demand volumes and developing plans droetwork utilization and optimization,
developing and implementing plans for overall preddievelopment, provisioning and customer care.

General Support Services
General support services include legalyl@gry, general finance and accounting, tax, hureanurces and executive support.
Other
This category includes the costs of misecedbus services such as rental of office spaceypment and communication services.
Note 7: Commitments and Contingencies
Legal Proceedings Involving Qwest
Securities action

On June 27, 2002, a putative class actias filed in the District Court for the County of @der against us, QCII, The Anschutz Family
Investment Co., Philip Anschutz, Joseph P. Nacahib Robin R. Szeliga on behalf of purchasers ofl®6tock between June 28, 2000 and
June 27, 2002 and owners of U S WEST, Inc. ("U SSWE stock on June 28, 2000. The complaint allegemng other things, that QCII &
the individual defendants issued false and mistepdiatements and engaged in improper accountaiges in order to accomplish the
U S WEST Merger, to make QCII appear successfuttanmuflate the value of QCII's stock. The comptaisserts claims under Sections 11,
12, 15 and 17 of the Securities Act of 1933, asrated (the "1933 Act”). The complaint seeks unspetinonetary damages, disgorgement
of illegal gains and other relief. On July 31, 200 defendants removed this state court actiéederal district court in Colorado and
subsequently moved to consolidate this action thithconsolidated securities action identified beldhe plaintiffs have moved to remand
lawsuit back to state court. Defendants have opptis motion, which is pending before the court.

Regulatory matters

On February 14, 2002, the Minnesota Depantrof Commerce filed a formal complaint againswith the Minnesota Public Utilities
Commission alleging that we, in contravention afdieal and state law, failed to file interconnectamneements with the Minnesota
Commission relating to certain of our wholesaleteoers, and thereby allegedly discriminated agaitistr competitive local
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exchange carriers ("CLECs"). On October 21, 2002 Minnesota Commission adopted in full a propbyadn administrative law judge that
we committed 26 individual violations of federaMay failing to file, as required under Section 282he Telecommunications Act of 1996,
26 distinct provisions found in 12 separate agregsmweith individual CLECs for regulated servicesMmnesota. The order also found that
we agreed to provide and did provide to McLeodU8éorporated ("McLeod"), and Eschelon Telecom, (ti€schelon"), discounts on
regulated wholesale services of up to 10% that wetenade available to other CLECs, thereby unldyfliscriminating against them. The
order found we also violated state law, that theenheéaused by our conduct extended to both custoamet€ompetitors, and that the damages
to CLECs would amount to several million dollars ktinnesota alone.

On February 28, 2003, the Minnesota Comnisissued its initial written decision imposingdis and penalties, which was later revised
on April 8, 2003 to include a fine of nearly $26llinh and ordered us to:

. grant a 10% discount off all intrastate Minnesotolgsale services to all carriers other than Eschehd McLeod; this
discount would be applicable to purchases madédsetcarriers during the period beginning on Novamb, 2000 and
ending on May 15, 2002;

. grant all carriers other than Eschelon and McLeodtimy credits of $13 to $16 per unbundled netwaldment platform line
(subject to certain offsets) during the months of/&mber 2000 through February 2001;

. pay all carriers other than Eschelon and McLeodthigreredits of $2 per access line (subject toaieroffsets) during the
months of July 2001 through February 2002; and

. allow CLECs to opt-in to agreements the Minnesaan@ission determined should have been publiclgfile

The Minnesota Commission issued its finalften decision setting forth the penalties ddssuiabove on May 21, 2003. On June 19,
2003, we appealed the Minnesota Commission's otdehe United States District Court for the Distiof Minnesota. The appeal is pending.

Arizona, Colorado, New Mexico, Washingttmwa and South Dakota have also initiated formatpedings regarding our alleged fai
to file required agreements in those states. On2i&yl 2003, we entered into a settlement with ta# ef the Arizona Corporation
Commission to settle this and several other praogsdThe proposed settlement, which must be ajprby the Arizona Commission,
requires that we provide approximately $21 milliorconsideration in the form of a voluntary conttlon to the Arizona State Treasury,
contributions to certain organizations and/or igfracture investments and refunds in the form btbédits to CLECs. On December 1, 20
an administrative law judge issued a recommendeisida denying the proposed settlement. The judgger@commended final orders
requiring us to pay approximately $11 million impéies and to issue credits to CLECs for a 24-im@etiod from October 2000 to
September 2002 equal to 10% of all wholesale itataservices performed by us. We plan to file pkoas to the recommended decisions
with the full Arizona Commission. New Mexico hasugd an order providing its interpretation of ttendard for filing these agreements,
identified certain of our contracts as coming witthat standard and opened a separate docket $teoffurther proceedings. Colorado has
also opened an investigation into these mattersl@e 26, 2003, we received from the Federal Conations
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Commission ("FCC") a letter of inquiry seeking infaation about these matters. We submitted ouminmiéisponse to this inquiry on July 31,

2003. The proceedings and investigations in NewibtexColorado and Washington and at the FCC caeddlt in the imposition of fines and
other penalties against us that could be matdoata and South Dakota have concluded their ingaimsulting in no imposition of penalties

or obligations to issue credits to CLECs in thdsges.

llluminet, Inc. ("llluminet™), a traffic agregator, and several of its customers have fitedptaints with regulatory agencies in Idaho,
Nebraska, lowa, North Dakota and New Mexico, atigghat they are entitled to refunds due to ouppried improper implementation
tariffs governing certain signaling services wevide in those states. The commissions in IdahoNgtaraska have ruled in favor of llluminet
and awarded it $1.5 million and $4.8 million, resipeely. We sought reconsideration in both staidsch was denied, and subsequently
perfected appeals in both states. The proceedinteiother states and in states where lllumingtioa yet filed complaints could result in
agency decisions requiring additional refunds.

We have other regulatory actions pendinigdal regulatory jurisdictions, which call for pe decreases, refunds or both. These actions
are generally routine and incidental to our busines

Other matters

From time to time we receive complaints Brdome subject to investigations regarding "slamghfthe practice of changing long-
distance carriers without the customer's cons&em®@mming"” (the practice of charging a consumermfoods or services that the consumer has
not authorized or ordered) and other sales practiderough December 2003, we resolved allegatiodscamplaints of slamming and
cramming with the Attorneys General for the statlearizona, Colorado, Idaho, Oregon, Utah and Wagtan. In each of those states, we
agreed to comply with certain terms governing @les practices and to pay each of the states bet$2@0,000 and $3.75 million. On
December 11, 2003, we received a request for irdtiom from the FCC related to changes in certasiaruers' preferred carriers 1



interLATA or intraLATA long distance service. We snhecome subject to other investigations or comydan the future, and any such
complaints or investigations could result in furtlegal action and the imposition of fines, peraltor damage awards.

On July 23, 2001, we filed a demand foitebion against Citizens Communications Compar@itizens") alleging that it breached
Agreements for Purchase and Sale of Telephone Bgelsadata as of June 16, 1999, between Citizend @WVEST Communications, Inc.
with respect to the purchase and sale of exchang&szona, Colorado, Idaho, lowa, Minnesota, MargaNebraska and Wyoming. The
demand for arbitration was filed after Citizendddito close the exchange sales in violation oft¢ns of the related purchase agreements.
Citizens, in turn, filed a demand for arbitratidieging counter claims against the Company in catiop with the sale of those same
exchanges, as well as exchanges located in NokbtBshat the Company did sell to Citizens. Welegtbur dispute with Citizens in
March 2003 for a net payment to us of $65,000.

We are subject to a number of environmamigtters as a result of our prior operations asqfahe Bell System. We believe that
expenditures in connection with remedial actiondaurthe current environmental protection laws tateel matters will not be material to our
business or financial condition.
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Legal Proceedings Involving QCII

QCll is involved in several investigatiosgcurities actions and other matters that, iflvesbagainst QCII, could have a material adv
effect on our business and financial condition.SEhmatters are more fully described below.

Investigations

On April 3, 2002, the Securities and Exg@®@@ommission ("SEC") issued an order of invesitigathat made formal an informal
investigation of QCII initiated on March 8, 2002CQ s continuing in its efforts to cooperate fullyith the SEC in its investigation. The
investigation includes, without limitation, inquiiyto several specifically identified QCII accourgipractices and transactions and related
disclosures that are the subject of the variousshiiients and restatements described in the QCH B66m 10-K. Some of those accounting
practices and transactions and related disclosusesare the subject of various adjustments andtessents described in our 2002 Form 10-
K. The investigation also includes inquiry intoaasure and other issues related to transactiomgelea QCIl and certain of its vendors and
certain investments in the securities of those wenbly individuals associated with QCII.

On July 9, 2002, QCII was informed by th&LAttorney's Office for the District of Coloradba criminal investigation of its business.
QCIlI believes the U.S. Attorney's Office is invgstiing various matters that include the subjecth®@investigation by the SEC. QClII is
continuing in its efforts to cooperate fully withet U.S. Attorney's Office in its investigation.

During 2002, the United States Congresd hebrings regarding QCIl and matters that arelairto those being investigated by the SEC
and the U.S. Attorney's Office. QCII cooperatedyfuwlith Congress in connection with those hearings.

While QCII is continuing in its efforts tmoperate fully with the SEC and the U.S. Attoreeffice in each of their respective
investigations, QCII cannot predict the outcom¢hoke investigations. QCII has engaged in discassiith the SEC staff in an effort to
resolve the issues raised in the SEC's investigatidt. Such discussions are preliminary and Q@hnot predict the likelihood of whether
those discussions will result in a settlement &b, the terms of such settlement. However, essigints typically involve, among other thir
the SEC making claims under the federal secufiies in a complaint filed in United States Disti@burt that, for purposes of the settlem
the defendant neither admits nor denies. Were asgitlement to occur, QCII would expect such ciaimaddress many of the accounting
practices and transactions and related discloshatsre the subject of the various restatements IS made as well as additional
transactions. In addition, any settlement with$EeC may also involve, among other things, the intjposof a civil penalty, the amount of
which could be material, and the entry of a coudeo that would require, among other things, thati@nd its officers and directors comply
with provisions of the federal securities lawsa@svhich there have been allegations of prior violz.

In addition, as previously reported, theC3tas conducted an investigation concerning Q€&#taings release for the fourth quarter and
full year 2000 issued on January 24, 2001. Theselg@rovided pro forma normalized earnings infoimmathat excluded certain nonrecurring
expense and income items resulting primarily fro@Ii@ Merger with U S WEST. On November 21, 200k, SEC staff informed QCII of |
intent to recommend that the SEC authorize anmeti@minst QCI|
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that would allege it should have included in thengays release a statement of its earnings in decmwe with GAAP. At the date of this filin
no action has been taken by the SEC. However, &@iécts that if its current discussions with ttedfsif the SEC result in a settlement, si



settlement will include allegations concerning Jaauary 24, 2001 earnings release.

Also, as previously announced in July 2B92he General Services Administration ("GSA"), B8A is conducting a review of all
contracts with QCII for purposes of determiningganet responsibility. On September 12, 2003, we \weéoemed that the Inspector General
of the GSA had referred to the GSA Suspension/Deéear Official the question of whether QCII (inclndius and its other subsidiaries)
should be considered for debarment. QCII has bh&emied that the basis for the referral is lastrBaty's indictment against four former
QCII employees in connection with a transactiorhviite Arizona School Facilities Board in June 2@6il a civil complaint filed the same
day by the SEC against the same former employeksthers relating to the Arizona School Facilifesard transaction and a transaction
with Genuity Inc. ("Genuity") in 2000. QCII is coemating fully with the GSA and believes that it amel will remain suppliers of the
government, although QCII cannot predict the outeafithis referral.

Securities actions and derivative actions

Since July 27, 2001, 13 putative classoactiomplaints have been filed in federal distratrt in Colorado against QCII alleging
violations of the federal securities laws. Onelafse cases has been dismissed. By court ordeerttaning actions have been consolidated
into a consolidated securities action, ("the constéd securities action”). Plaintiffs in the colidated securities action named as defendants
in the Fourth Consolidated Amended Class Action @laint (the "Fourth Consolidated Complaint"), whieghs filed on or about August 21,
2002, QCII, its former Chairman and Chief Executdéicer, Joseph P. Nacchio, its former Chief FitiahOfficers, Robin R. Szeliga and
Robert S. Woodruff, other of its former officersdacurrent directors and Arthur Andersen LLP. Therfto Consolidated Complaint is
purportedly brought on behalf of purchasers of Gublicly traded securities between May 24, 1888 February 14, 2002, and alleges,
among other things, that during the putative ctes$od, QCII and certain of the individual defentkamade materially false statements
regarding the results of QCII's operations in wiola of section 10(b) of the Securities Exchangé &c934 ("Exchange Act"), that certain of
the individual defendants are liable as controspas under section 20(a) of the Exchange Act, laaidduring the putative class period,
certain of the individual defendants sold somehefrtshares of QCII's common stock in violatiorse€tion 20A of the Exchange Act. The
Fourth Consolidated Complaint also alleges thatl®@@hancial results during the putative classgeand statements regarding those results
were false and misleading due to the alleged:M@rstatement of revenue, (ii) understatement afs¢¢s) manipulation of employee benefits
in order to increase profitability and (iv) misstatent of certain assets and liabilities. The FoGdhsolidated Complaint further alleges that
QCIl and certain of the individual defendants viethSection 11 of the 1933 Act, and that certaithefindividual defendants are liable as
control persons under Section 15 of the 1933 Agbieparing and disseminating false registratioteatants and prospectuses for: (1) the
registration of 897,907,706 shares of QCII's comistock to be issued to U S WEST shareholders dated 21, 1999, as amended
August 13, 1999 and September 17, 1999; (2) thbamge of $3.25 billion of QCII's notes dated July 2001; and (3) the exchange of
$3.75 billion of QCII's notes dated October 30, R0bhe Fourth Consolidated Complaint seeks unspeoifompensatory damages and other
relief. However, lead counsel for the plaintiffsha
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indicated that plaintiffs will seek damages in Hiéons of dollars. On September 20, 2002, bothli@d the individual defendants filed

motions to dismiss the Fourth Consolidated Compldinose motions are currently pending before thetc On November 4, 2002, lead

plaintiffs in the consolidated securities actidedia motion for a temporary restraining order praliminary injunction seeking to enjoin

QCllI's sale of Qwest Dex, Inc. or, in the altermatito place the proceeds of such sale in a caristeutrust for the benefit of the plaintiffs.
The court denied both motions.

On October 22, 2001, an alleged derivdawesuit was filed in the United States District @odfor the District of Colorado, naming as
defendants each of the then members of QCII's Bafalidrectors ("the Board"), and naming QCII asceninal defendant. The derivative
complaint is based upon the allegations made icdnsolidated securities action and alleges, anotimgy things, that the Board members
intentionally or negligently breached their fidugialuties to QCII by failing to oversee implemerdatof securities laws that prohibit insider
trading. The derivative complaint also alleges thatBoard members breached their fiduciary dutg3Cll by causing or permitting it to
commit alleged securities violations, thus (i) éagst to be sued for such violations, and (ii) gating it to adverse publicity, increasing its
cost of raising capital and impairing earnings. @ieevative complaint further alleges that certdimectors sold shares between April 26, 2
and May 15, 2001 using non-public information ab@@ll. On or about October 31, 2001, the courtffiém order consolidating this
derivative lawsuit with the consolidated securitetion. In December 2001, the derivative lawsuswtayed, pending further order of the
court, based on the fact that the merits of thévdgve lawsuit are intertwined with the resolutiohthe consolidated securities action. In
March 2002, plaintiffs filed a first amended detiva complaint. The first amended derivative compladds allegations relating to the
disclosures of QCIllI's consolidated financial resédom April 2000 through February 2002. On or aldavember 5, 2002, plaintiffs filed a
second amended derivative complaint. The seconahdedecomplaint adds as defendants to the lawst#iodormer officers, including
Robin R. Szeliga, Robert S. Woodruff and otherse $&cond amended complaint contains allegatioaddition to those set forth in the prior
complaints, stating, among other things, thatdiain officers and/or directors traded QCII's kteuhile in the possession of inside
information, and (ii) certain officers and/or ditexs caused the restatement of more than $1 biligavenue by concealing improper
accounting practices. Plaintiffs seek, among otaeredies, disgorgement of alleged insider tradiodits. The lawsuit remains stayed.

On March 6, 2002, an alleged derivativedaivwas filed in the District Court for the Citpé County of Denver, naming as defendants
each of the then members of the Board, certaindowfficers of QCIlI and Arthur Andersen LLP. QCdlnamed as a nominal defendant. The
derivative complaint is based upon the allegatimasle in the consolidated securities action andedl¢hat the Board members intention



or recklessly breached their fiduciary duties tolliy causing or allowing it to issue financial dissures that were false or misleading.
Plaintiffs seek unspecified damages on QCII's Hedgdinst the defendants. On July 2, 2002, thie staurt derivative lawsuit was stayed
pending further order of the court. On or about @stdl, 2003, the plaintiffs filed an amended denxacomplaint, which does not contain
claims against QCII's former officers and Arthurd&nsen LLP, but continues to assert claims agtiesBoard defendants. In the amended
complaint, the plaintiffs allege, among other thlinthat the individual defendants abdicated thefy ¢b implement and maintain an adequate
internal accounting control system and thus allggeidlated (i) their fiduciary duties of loyaltynal good faith; (i) GAAP; and (iii) QClI's
Audit Committee's charter (which requires, amorgeothings, that QCII's Audit Committee serve asnaependent and
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objective party to monitor QCII's financial repadiand internal control system). The amended cantpdso states new claims against

Mr. Nacchio for his alleged breach of fiduciary iést Plaintiffs seek a court order requiring that Macchio disgorge to QCII all of his 2001
compensation, including salary, bonus, long-terceimive payouts and stock options. In addition,ptlantiffs contend that Mr. Nacchio
breached his fiduciary duties to QCII by virtuehid sales of its stock allegedly made using hisstadge of material non-public information.
The plaintiffs seek the imposition of a construettwist on any profits Mr. Nacchio obtained bywérof these sales.

Since March 2002, seven putative clas®adiits were filed in federal district court inl@@do purportedly on behalf of all participa
and beneficiaries of the Qwest Savings and Investin and predecessor plans ("Plan™), from M&rct099 until the present. By court
order, five of these putative class actions hawnlmnsolidated, and the claims made by the pifintihe sixth case were subsequently
included in the Second Amended and Consolidatedplam described below and referred to as the "clidsted ERISA action”. QCII
expects the seventh putative class action to beatioiated with the other cases since it assertstantially the same claims. The consolidated
amended complaint filed on July 5, 2002 names tendants, among others, QCII, several former amcentidirectors, officers and
employees of QCII, Qwest Asset Management, the'®lamestment Committee, and the Plan Administee@ommittee of the pre-Merger
QCII 401(k) Savings Plan. Plaintiffs filed a Secofmiended and Consolidated Complaint on May 21, 268&ing as additional defendan
former employee and QCII's Plan Design Committde2 donsolidated ERISA action, which is brought uridle Employee Retirement
Income Security Act ("ERISA"), alleges, among ottiéngs, that the defendants breached fiduciarieduo the Plan members by allegedly
excessively concentrating the Plan's assets imb@s@®ClI's stock, requiring certain participamghe Plan to hold the matching contributi
received from QCII in the Qwest Shares Fund, fgitim disclose to the participants the alleged acting improprieties that are the subject of
the consolidated securities action, failing to stigate the prudence of investing in QCII's stadqtinuing to offer QCII's stock as an
investment option under the Plan, failing to inigete the effect of the Merger on Plan assets lae failing to vote the Plan's shares against
it, preventing plan participants from acquiring Q€stock during certain periods and, as againsiesof the individual defendants,
capitalizing on their private knowledge of QCliisgncial condition to reap profits in stock salekintiffs seek equitable and declaratory
relief, along with attorneys' fees and costs astlittgion. Plaintiffs moved for class certificatiom January 15, 2003, and QCII has opposed
that motion, which is pending before the court. defants filed motions to dismiss on August 22, 2abdse motions are also pending be
the court.

On August 9, 2002, an alleged derivativeslait was filed in the Court of Chancery of thet8taf Delaware, naming as defendants each
of the then members of the Board and QCII currdriefFinancial Officer, Oren G. Shaffer, and nam@@ll as a nominal defendant. On or
about September 16, 2002, an amended complaintiled$n the action, naming the same defendantggixivlr. Shaffer, who is no longer a
defendant in the action. A separate alleged devizdawsuit was filed in the Court of Chancery loé¢ tState of Delaware on or about
August 28, 2002. That lawsuit names as defenda@tg<former Chairman and Chief Executive Officgmseph P. Nacchio, QCII's former
Chief Financial Officer, Robert S. Woodruff, formrBoard member, Marilyn Carlson Nelson, and eadh@fthen members of the Board and
names QCII as a nominal defendant. On October@IR,2hese two alleged derivative lawsuits weresobdated, and an Amended
Complaint (the "Second Amended Complaint") wasrlfited on or about January 23, 2003, and name&ndants the
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current members of the Board, former Board memizerkBrown, QCII's former Chief Executive Officeoséph P. Nacchio and QCIl's
former Chief Financial Officer, Robert Woodruff,danames QCII as a nominal defendant. In the Sedomehded Complaint, the plaintiffs
allege, among other things, that the individuakdefants (i) breached their fiduciary duties bygatdly engaging in illegal insider trading in
QClI's stock; (ii) failed to ensure compliance wittderal and state disclosure, anti-fraud and ersichding laws within QCII, resulting in
exposure to it; (iii) appropriated corporate oppaoities, wasted corporate assets and self-deatinnection with investments in initial public
offering securities through QCII's investment baskand (iv) improperly awarded severance paymefri$d 3 million to QCII's former Chief
Executive Officer, Mr. Nacchio. The plaintiffs semdcovery of incentive compensation allegedly wifaiig paid to certain defendants, all
severance payments made to Messrs. Nacchio andiffaahd all costs including legal and accountiegs. Plaintiffs have also requested,
among other things, that the individual defendantepensate QCII for any insider trading profitaiftiffs likewise allege that QCIlI is
entitled to contribution and indemnification by baaf the individual defendants. Plaintiffs requisstt the court cancel all unexercised stock
options awarded to Messrs. Nacchio and Woodruffticch they were not entitled, that the defendaetsrn to QCII all salaries and other
remuneration paid to them by it during the timeytbecached their fiduciary duties, and that thercotder the defendants to enforce policies,
practices and procedures on behalf of QCII desigoetktect and prevent illegal conduct by its erppés and representatives. On March 17,
2003, defendants moved to dismiss the Second Ande@dmplaint, or, in the alternative, to stay théac That motion is pending before t



court.

On November 22, 2002, plaintiff Stephen @eg IRA Rollover filed a purported derivative lavitsin Denver District Court, naming as
defendants each of the then members of the Boarthic of QCII's former officers, Anschutz Compamd QCII as a nominal defendant.
Plaintiff alleges, among other things, that thedior defendants breached their fiduciary dutie@@l and damaged QCII by deliberately in
bad faith or recklessly (i) implementing a shanteysof internal controls completely inadequaterisuge proper recognition of revenue;

(i) causing QCII to issue false and misleadingesteents and financial results to the market regards earnings, revenue, business and
investments; (iii) exposing QCII to massive liatyilfor securities fraud; (iv) damaging QCII's regiin; and (v) trading QCII's shares whil¢
possession of material, nqtblic information regarding its true financial etition. The complaint purports to state causesctiba for breacl

of fiduciary duty, gross negligence and unjust@mmient against some of QCII's former officers arehbh of contract and breach of the duty
of loyalty/insider trader trading against sevefa€lII's former officers and former and currentediiors. On or about January 7, 2003,
plaintiff's counsel filed a proposed amended complahich substitutes a new plaintiff, Thomas Ra8ss, and adds another former office

a defendant. In the amended complaint, plaintiéksdi) disgorgement of bonuses and other incetivepensation paid to certain
defendants; (ii) disgorgement of any profits thertain defendants made by virtue of their allegadihg on material, inside information; and
(iii) other damages. By order dated January 9, 20@Scourt permitted the substitution and Strdgssame the plaintiff in this lawsuit under
the amended complaint.

On December 10, 2002, the California Statachers' Retirement System ("CalSTRS"), filed agéinst QCII, certain of QCII's former
officers and certain of QCII's current directorsl @everal other defendants, including Arthur AndersLP and several investment banks, in
the Superior Court of the State of California i dor the County of San Francisco. CalSTRS allegasthe defendants engaged in fraudt
conduct that caused CalSTRS to lose in excesshif #illion invested in QClI's
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equity and debt securities. The complaint allegagyng other things, that in press releases and ptidic statements, defendants represe
that QCIl was one of the highest revenue produtglecommunications companies in the world, withhhydavorable results and prospects.
CalSTRS alleges that defendants were engaged, leowéva scheme to falsely inflate QCII's reveiand decrease its expenses so that QCII
would appear more successful than it actually wals€' complaint purported to state causes of aetgainst QCII for (i) violation of
California Corporations Code Section 25400 et ésgpurities laws) (seeking, among other damagedlifference between the price at wh
CalSTRS sold QCII's notes and stock and theirvalee); (ii) violation of California Corporationsode Section 17200 et seq. (unfair
competition); (iii) fraud, deceit and concealmeaand (iv) breach of fiduciary duty. Among other reqted relief, CalSTRS seeks
compensatory, special and punitive damages, réstifipre-judgment interest and costs. QCIl andrlésidual defendants filed a demurrer,
seeking dismissal of all claims. In response, thepff voluntarily dismissed the unfair competiti claim but maintained the balance of the
complaint. The court denied the demurrer as tcChigornia securities law and fraud claims, butdissed the breach of fiduciary duty claim
against QCII with leave to amend. The court alsmnised the claims against Robert S. Woodruff astirRR. Szeliga on jurisdictional
grounds. On or about July 25, 2003, plaintiff filedrirst Amended Complaint. The material allegatioemain largely the same, but plaintiff
no longer alleges claims against Mr. Woodruff ansl Bizeliga following the court's dismissal of tharas against them, and reasserted its
claim against QCII for breach of fiduciary dutyasallegation of aiding and abetting breach ofdidwy duty. QCII filed a second demurre
that claim, and on November 7, 2003, the court gised that claim without leave to amend.

On November 27, 2002, the State of NewedefSreasury Department, Division of InvestmenNdv Jersey") filed a lawsuit similar to
the CalSTRS action in New Jersey Superior CourtckteCounty. On October 17, 2003, New Jersey filedmended complaint alleging,
among other things, that QCII, certain of QClI'efier officers and certain current directors anchArtAndersen LLP caused QCII's stock to
trade at artificially inflated prices by employiimgproper accounting practices, and by issuing falatkements about QCII's business, revenue
and profits. As a result, New Jersey contendsithiaturred tens of millions of dollars in lossé&ew Jersey's complaint purports to state
causes of action against QCII for: (i) fraud; (§gligent misrepresentation; and (iii) civil consgly. Among other requested relief, New
Jersey seeks from the defendants, jointly and alyecompensatory, consequential, incidental amtitive damages. On November 17, 2(
QCIl filed a motion to dismiss. That motion is perglbefore the court.

On January 10, 2003, the State UniversRiesrement System of Illinois ("SURSI") filed antauit similar to the CalSTRS and New
Jersey lawsuits in the Circuit Court of Cook Counilynois. SURSI filed suit against QCII, certawfi QCII's former officers and certain
current directors, and several other defendantfjding Arthur Andersen LLP and several investmgarks. On October 29, 2003, SURSI
filed a second amended complaint, dropping (i)aserindividual and corporate defendants and @ixlaim under the lllinois Consumer Fre
and Deceptive Business Practices Act. The secomthded complaint alleges that defendants engagiaudulent conduct that caused it to
lose in excess of $12.5 million invested in QCétenmon stock and debt and equity securities. Theptaint alleges, among other things, -
in press releases and other public statementsydisfies represented that QCIl was one of the higkestue producing telecommunications
companies in the world, with highly favorable reswand prospects. SURSI alleges that defendants evgyaged, however, in a scheme to
falsely inflate QCII's revenue and decrease its
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expenses by, among other allegations, improperwindlated to transactions with the Arizona Scheadtilities Board, Genuity, Calpoint
LLC, KMC, KPNQwest and Koninklijke KPN, N.V. The pwlaint purports to state causes of action ag&t under: (i) the lllinois
Securities Act; (ii) common law fraud; (iii) commdaw negligent misrepresentation; and (iv) Secfi@rof the 1933 Act. SURSI seeks,
among other relief, punitive and exemplary damagests, equitable relief including an injunctiorfiteeze or prevent disposition of the
defendants' assets and disgorgement.

The consolidated securities action, thesobdated ERISA action and the CalSTRS, New JeaselySURSI actions described above
present material and significant risk to QCII. Samfi¢he allegations in these lawsuits include mahthe same subjects that the SEC and
Attorney's Office are investigating. Moreover, giee, scope and nature of QCII's recent restatenuéiits financial statements for fiscal 2(
and 2000 affect the risks presented by these cédate QCII intends to defend against these mattgysrously, the ultimate outcomes of
these cases are very uncertain, and QCII can giassurance as to the impacts on its financialtsesufinancial condition as a result of
these matters. Each of these cases is in a pralignphase. None of the plaintiffs or the defendaatsadvanced evidence concerning pos
recoverable damages, and QCII has not yet conddidedvery on these and other relevant issues. Qe3lidisclosed that it is unable to
estimate reasonably a range of loss that it wawddriif the plaintiffs in one or more of these lais were to prevail. QCIl has engaged in
discussions for the purpose of resolving thesearmatind continues to evaluate any possible ranfgssf Any settlement of or judgment on
one or more of these claims could be material, @8t cannot give any assurance that it would haeerésources available to pay such
judgments. Also, in the event of an adverse outcofimme or more of these matters, QCII's abilitynteet its debt service obligations anc
financial condition could be materially and advérsdfected. As a wholly owned subsidiary of QQur business operations and financial
condition would be similarly affected.

Other matters

In January 2001, an amended purported eletizn complaint was filed in Denver District Cbagainst QCII and certain current and
former officers and directors on behalf of stocklests of U S WEST. The complaint alleges that Q@H & duty to pay a quarterly dividenc
U S WEST stockholders of record as of June 30, 2BG&0ntiffs further claim that the defendants maip¢ed to avoid paying the dividend by
changing the record date from June 30, 2000 to DQ2000. In September 2002, QCII filed a motionfummary judgment on all claims.
Plaintiffs filed a cross-motion for summary judgrhen their breach of contract claims only. On JUly 2003, the court denied both summary
judgment motions

Several purported class actions relatinpéanstallation of fiber optic cable in certaights-of-way were filed in various courts against
QCIl on behalf of landowners in Alabama, Californolorado, Georgia, lllinois, Indiana, Kansas, istana, Mississippi, Missouri, North
Carolina, Oregon, South Carolina, Tennessee andsT&€X{ass certification was denied in the Louisiprceeding and, subsequently,
summary judgment was granted in our favor. A newitiana class action complaint has recently bded.fClass certification was also
denied in the California proceeding, although giffswhave filed a motion for reconsideration. Gaertification was granted in the lllinois
proceeding. Class certification has not been resbfiet in the other proceedings. The complaintiertige QCII's right to install its fiber op!
cable in railroad rights-of-way and, in Coloradéinbis and Texas, also
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challenge QCIlI's right to install fiber optic caliteutility and pipeline rights-of-way. In Alabaméne complaint challenges QCII's right to
install fiber optic cable in any right-of-way, imging public highways. The complaints allege that tailroads, utilities and pipeline
companies own a limited property right-of-way ttat not include the right to permit QCII to insté$ fiber optic cable on the plaintiff's
property. The Indiana action purports to be on bBeifa national class of landowners adjacent tibaad rights-of-way over which QCIll's
network passes. The Alabama, California, Color&kmrgia, Kansas, Louisiana, Mississippi, MissoNdyth Carolina, Oregon, South
Carolina, Tennessee and Texas actions purport em frehalf of a class of such landowners in thtetes, respectively. The lllinois action
purports to be on behalf of landowners adjacenaitooad rights-of-way over which QCII's networkgsas in lllinois, lowa, Kentucky,
Michigan, Minnesota, Nebraska, Ohio and WiscorBlaintiffs in the Illinois action have filed a moti to expand the class to a nationwide
class. The complaints seek damages on theoriesspfass and unjust enrichment, as well as purdameages. Together with some of the
other telecommunication carrier defendants, in &aper 2002, QCII filed a proposed settlement oftedse matters in the United States
District Court for the Northern District of Illinei On July 25, 2003, the court granted prelimireggrgroval of the settlement and entered an
order enjoining competing class action claims, pktieose in Louisiana. The settlement and the oimjunction are opposed by some, but
not all, of the plaintiffs' counsel and are on ageefore the Seventh Circuit Court of Appealsttis time, QCII cannot determine whether
such settlement will be ultimately approved orfihal cost of the settlement if it is approved.

Note 8: Subsequent Events
Asset Impairment

In August 2003, we entered into a servagreement with a subsidiary of Sprint that allowgairesell Sprint wireless services, incluc
access to Sprint's nationwide PCS wireless networgonsumer and business customers, primarilyinvibr local service area. We plan to
begin offering these Sprint services under our drzame in early 2004. Our wireless customers whaarrently being serviced through our
proprietary wireless network will be transitionent@ Sprint's network. Due to the anticipated dexeaa usage of our own wireless network
following the transition of our customers onto 8ps network, in the third quarter of 2003 we parfed an evaluation of the recoverability



the carrying value of our long-lived wireless netkwassets.

In accordance with SFAS No. 144, "Accougtiar the Impairment or Disposal of Long-Lived Assg"SFAS No. 144"), we compared
gross undiscounted cash flow projections to theyoag value of the long-lived wireless network dassend determined that certain asset
groups were not expected to be recovered throughefprojected cash flows. For those asset grchvgisntere not recoverable, we then
estimated the fair value using recent selling griice comparable assets. Our cell sites, switaledsted tools and equipment inventory and
certain information technology systems that supffmtwireless network were determined to be impaine $230 million. Estimating the fair
value of the asset groups involved significant jnégt and a variety of assumptions.

In accordance with SFAS No. 144, the failue of the impaired assets becomes the new masaedounting purposes. As such,
approximately $25 million in accumulated depreadatwill be eliminated in connection with the accbing for the impairments. The impact
of the impairments will reduce our annual depréaiatind amortization expense by approximately $40om, effective October 1, 2003.
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Dividends

For the nine months ended September 3,208 have declared regular dividends amountirglt634 billion. In addition, in August
and November of 2003, we declared and paid dividémdhe amount of $360 million and $719 millioaspectively, relating to net income
from prior periods that had not been declared a pa dividends in those periods. We plan to decdard make additional dividend payments
in the future until all net income from wirelinetdies from prior periods has been declared andttedhas dividends. We estimate that the
incremental amount (in addition to the $1.079 dilldeclared in 2003) of such dividends will be agpnately $1.3 billion.

QCIl Purchase Agreement

On December 18, 2003, QCII entered intagreement to purchase certain telecommunicaticsetsaom Allegiance Telecom, Inc.
("Allegiance") for a purchase price consisting 808 million in cash, a convertible promissory niot¢he amount of $90 million and the
assumption of certain liabilities. The agreemerstilsject to approval by the U.S. Bankruptcy Coud eertain other government regulatory
agencies. The Bankruptcy Court has designated gthhe stalking horse bidder in the sale procetberGnterested potential bidders will
have an opportunity to offer higher bids for theeds of Allegiance. If QCII is successful in thdding process, it expects to consummate the
transaction some time in 2004. In that event, jtassible that some portion of the Allegiance &seadt be transferred to or purchased by us,
although we have not yet determined the amourtieptice we would pay for them.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL 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 paremnapany, Qwest Communications
International Inc., and its consolidated subsidesi

Certain statements set forth below underdaption constitute "forward-looking statememsthin the meaning of the Private Securities
Litigation Reform Act of 1995. See "Special Notegaeding Forward-Looking Statements" at the endhisf item 2 for additional factors
relating to such statements as well as for a d&onof certain risk factors applicable to our Inesis, financial condition and results of
operations.

Restatement of Results

This report on Form 10-Q contains our reestaondensed consolidated financial statementhéthree months ended March 31, 2002.
We performed an analysis of our previously issusitlensed consolidated financial statements fothifee2 months ended March 31, 2002
and identified a number of errors. Our analysie aisluded the consolidated financial statementshe years ended December 31, 2001 and
2000 and related interim periods, which periodsrateincluded in this report.

The nature of the errors and the restateadjnstments that we have made to our condensesblidated financial statements for the
three months ended March 31, 2002 are set forloie 2—Restatement of Results to our condensed consdiidiaizncial statements in Ite
1 of this report.

The net impact of the restatement adjustsi@aludes the following



Three Months Ended
March 31, 2002

(Dollars in millions)

Revenue $ 19
|
Income before income taxes and cumulative effechafhge in accounting princig $ (36)
I
Net income $ (21

The restatements involve, among other mgttevenue recognition issues related to instafidees, Public Utility Commission, or PU
fine reclassification and transactions with afféis. In making these restatements, we have pertbaménternal analysis of our accounting
policies, practices, procedures and disclosurethiaffected periods.

Business Overview

We are wholly owned by Qwest Services Caapion, or QSC, which is wholly owned by QCII. Wieopide local telecommunications
and related services, IntraLATA lordistance services and wireless, data and videdcssrwithin our local service area, which considtthe
14-state region of Arizona, Colorado, Idaho, loMinesota, Montana, Nebraska, New Mexico, North@akOregon, South Dakota, Utah,
Washington and Wyoming.

We intend to transfer ownership of Qwestal¢iss LLC to an affiliate in the near future. Afteis transfer, we will no longer have
significant wireless operations. This transfer wake place as soon as we have received all negesgalatory approvals, perhaps as early as
the first quarter of 2004. Qwest Wireless will tskare be presented in discontinued operations #ifeedate of transfer.
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Results of Operations
Overview

We generate revenue from the provisionaifer services, data and Internet services, wirelessces, other services and services to our
affiliates. Depending on the product or servicechased, a customer may pay an up-front fee, a riyoieth, a usage charge or a combination
of these. A further description of each revenuegatty is as follows:

. Voice servicesvoice services revenue includes local voice sesviegenue, IntraLATA long-distance voice servieagnue
and access services revenue. Local voice senaeesue includes revenue from basic local exchaaggces, switching
services, custom calling features, enhanced vaiodces, operator services, public telephone sesyicollocation services and
customer premises equipment, or CPE. Local voiogces revenue also includes revenue from the pimwiof, on a wholesa
basis, network transport, billing services and asde our local network. IntraLATA long-distanceaaservices revenue
includes revenue from IntraLATA long-distance seed within our local service area. Access servieesnue primarily
includes revenue from switched access services.

. Data and Internet serviceBata and Internet services revenue includes revieamedata services (such as traditional private
lines, wholesale private lines, integrated servdiggal network, frame relay, asynchronous transfede and related CPE) ¢
Internet services (such as digital subscriber linrnet dial access, professional services aateck CPE).

. Wireless service®©ur wireless services are provided through our lytamwned subsidiary, Qwest Wireless, which holds 10
Megahertz licenses to provide personal communicatservices, or PCS, in select markets in our Isenlice area. We offer
wireless services to residential and business mests) providing them the ability to use the sanepteone number for their
wireless phone as for their home or business pHangugust 2003, we entered into a services agraemith a subsidiary of
Sprint Corporation that allows us to resell Spwireless services, including access to Sprint®naide PCS wireless
network, to consumer and business customers, glymréthin our local service area. We plan to begffering these Sprint
services under our brand name in early 2004. Oreless customers who are currently being servioexigh our proprietary
wireless network will be transitioned onto Sprimt&twork.

. Other servicesOther services revenue is predominately deriveohfsableases related to our unused real estates asiseh as
space in our office buildings, warehouses and gihaperties.

. Affiliate servicesAffiliate revenue is derived from telecommunicasaservices provided to our affiliated entities. Yémerally
provide the same products and services to ouraaéfd entities as we do in the marketplace. Thesgces include both rete



and wholesale products and services.
Business Trend:

Our results continue to be impacted by mloer of factors influencing the telecommunicatiordustry and our local service area. First,
the weak economy in our local service area hasrooed to impact demand from both our consumer arsihless customers. The impacts
include reduced demand for services resultingss laf access lines, renegotiated commitments asdolocustomers. We believe demand
continue to be affected because the economy's @egav our local service area is expected to |lagrthtional recovery. Second, technology
substitution and competition are expected to leawbhtinued access line loss. We expect industdewbdbmpetitive factors to continue to
impact our results and we have developed new giestdor offering complementary services such &sdllga television and wireless. Third,
our results continue to be impacted by regulatesponses to the competitive landscape for our ker@ices.
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Revenue

In general, we expect to see a continuededse in voice-related revenue as a result o€eedse in demand for access lines and wireles:
subscribers. Access lines are expected to continaseasing primarily because of technology sultgiituincluding wireless and cable
substitution for wireline telephony, and cable modsubstitution for dial-up Internet access lin@sadidition, our competitors have
accelerated their use of unbundled network elemlatfiorm, or UNE-P, to deliver voice services. Tuse of UNE-P is having an impact on
our operations in 2003, resulting in incrementéditeiccess line losses and is causing downwargspre on our revenue.

We have also begun to experience and expaeased competitive pressure from telecommuinicgtproviders either emerging from
bankruptcy protection or reorganizing their capstalicture to more effectively compete againstissa result of these increased competitive
pressures, we have been and may continue to bedfteaespond with less profitable product offesimgd pricing plans that allow us to
retain and attract customers. These pressures adulttsely affect our operating results and finainmérformance.

Starting in 2004, wireless offerings wid bxpanded through a new arrangement with Sprinig. 8rrangement will enable utilization of
Sprint's nationwide digital wireless network toesftustomers new voice and data capabilities.

We expect the pace of growth in affiliaé®enue to accelerate. We continued to transitieedenmunications traffic previously carried
by third parties. In addition, our affiliates haaxgpanded their data communications needs. Durifg,20e expect affiliate revenue to expand
due to access fees charged to our affiliates geltiterexchange services in our region. We als@eixp corresponding reduction in
IntraLATA long-distance revenue from the loss ofttumers transitioning to these affiliates.

Expenses

Our expenses continue to be impacted Hirgidemand due to increased competition and xpamsion of our product offerings.
Expenses associated with our new product offeriegd to be more variable in nature. While exisfingducts tend to rely upon our
embedded cost structure, the mix of products weep sell and regulatory and market pricing seesnay pressure operating margins.

We expect the pace of affiliate cost inse=ato slow and potentially stabilize as a reduti@ completion in 2003 of the bulk of
functional consolidation and employee transfers.

Presentation

The results for the three months ended M&fg 2002 presented below are "As Restated.” @lexdisr to Note 2-Restatement of Resu
to our condensed consolidated financial stateniaritem 1 of this report. The analysis is organized way that provides the information
required, while highlighting the information thaewelieve will be instructive for understanding thevant trends going forward. In addition
to the discussion of the historical informationttreviews the current reporting presentation of@andensed consolidated financial
statements, an overview of the operational resijpsovided below. Our financial results in thistsen are prepared in accordance with
generally accepted accounting principles in thetdéhStates of America, or GAAP.

Our operations are integrated into andagpart of the segments of the QCII consolidatedijgrd he chief operating decision maker, or
CODM, for QCII makes resource allocation decisiand assessments of financial performance for theatmlated group based on wireline,
wireless and other segmentation. For more informnagibout QCII's reporting segments, see QCII's @meyort on Form 10-K for the year
ended December 31, 2002, or the QCII 2002 Form 104¢ business
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contributes to the segments reported by QCII, lhetQCIll CODM reviews our financial information orityconnection with this filing.
Consequently, we do not provide discrete finanaf@rmation for Qwest Corporation to a CODM on gufar basis. See further discussion in
Note &—Contribution to QCII Segments to our condensedsobidated financial statements in Item 1 of thisom.

Results of Operations

Three Months Ended March 31,

Increase/
2003 2002 (Decrease) %

(As restated)

(Dollars in millions)

Operating revenu $ 287 $ 3,06t $ (192 (6)%
Operating expense
Cost of sales (exclusive of depreciation and

amortization detailed belov 68¢ 72C (32 (4)%
Selling, general and administrati 80¢ 861 (55) (6)%
Depreciatior 613 69t 82 (12%
Intangible assets amortizati 85 64 21 33%
Restructuring, Merger-related and other charges
(credits) 12 (30 42 nm
Operating incom: 672 75€ 86) (11)%
Other expense (income
Interest expen—net 178 165 8 5%
Other expense (incomr—net 8 (8 16 nm
Total other expen—net 181 157 24 15%
Income before income taxes and cumulative effect
of change in accounting princig 491 601 (1100 (18%
Income tax expens (187) (231 44 19%
Income before cumulative effect of change in
accounting principlt 304 37C (66) (18)%
Cumulative effect of change in accounting pring
net of taxe: 21¢ — 21¢ nm
Net income $ 52:  $ 37C % 15z 41%

nm—not meaningful
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Operating Revenue
Three Months Ended March 31,
Increase/
2003 2002 (Decrease) %

(As restated)

(Dollars in millions)



Voice service: $ 2,041 3 2,221 % (179 (8)%

Data and Internet servic 53¢ 557 (18) (3)%
Wireless 151 18¢ B (0%
Other service 5 6 1) @A7%
Affiliate services 134 96 38 40%
Total operating revent $ 2,87¢ $ 3,066 $ (192 (6)%

For a description of the products and sewincluded in each revenue line item, see "Ogarvabove.
Voice Services

Voice services revenue decreased $174omjlor 8%, for the three months ended March 313230compared to the three months el
March 31, 2002. The voice services revenue decrgasdhe result of lower local voice services rexeand access Services revenue.

For the three months ended March 31, 280 apared to the three months ended March 31, 20€4 voice revenue declined
$113 million associated with the loss of approxiehaf19,000 access lines along with pricing deslideéven by competitive pressures. The
access line losses were driven by weak demandritooal service area, technology substitution teeleiss and broadband services and
competition. We are experiencing competition inhbibie business and consumer markets from bothtfaaild non facility-based providers
such as cable companies providing telephony sesyvamenpetitive local exchange carriers and otHecéenmunications providers reselling
our services. Partially offsetting these declireegrowth in UNE-P revenue.

We also experienced a revenue decline 2frillion in access services revenue for the thmeaths ended March 31, 2003 as compared
to the same period in 2002. The access servicenuevdeclines were due primarily to the same ecaneffects described above. Volumes
also fell due to general declines in long-distamsage and competitive losses.

In addition to the revenue decreases abmie¢ services declined $29 million for the threenths ended March 31, 2003 as compar
the same period in 2002 primarily due to declimetraLATA long-distance due to intense competitio

Data and Internet Service

Data and Internet services revenue deade®ks® million, or 3%, the three months ended M&th2003 as compared to the three mo
ended March 31, 2002. Data services revenue dsdireemainly the result of the bankruptcy of latgstomers, primarily in 2002, such as
Touch America, Inc. and MCI and Genuity.

Wireless

Wireless services revenue decreased $3iomibr 20%, for the three months ended March28D3 as compared to the three months
ended March 31, 2002. The decrease is due to aurgtrategic decision to de-emphasize marketingicgless services on a staatbne basi
coupled with intense industry competition resultin@ reduction in the number of customers of 126,®r 11%, between March 31, 2003
and March 31, 2002.
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Affiliate Service:

Affiliate services revenue consists of ¢el@munications services provided to affiliate gntises. Affiliate services revenue increased
$38 million, or 40%, for the three months ended dhe81, 2003 as compared to the same period in 0620 moving telecommunications
services from third-party providers onto our netkgor

Operating Expense

The following table provides further detafjarding our operating expenses for the perisdpacified:

Three Months Ended March 31,

Increase/
2003 2002 (Decrease) %

(As restated)



(Dollars in millions)

Operating expense

Cost of sale: $ 68 $ 72C $ 32 (@

Selling, general and administrative ("SG&/# 80¢€ 861 (55) (6)%

Depreciatior 613 69t 82 (12%

Intangible assets amortizati 85 64 21 33%

Restructuring, Merger-related and other charges

(credits) 12 (30 42  nm
Total operating expens $ 220 $ 2,31 % (106) (5%

nm—not meaningful
Cost of Sales

The following table shows a breakdown ddtaaf sales by major component for the three moatifting March 31, 2003 and 2002:

Three Months Ended March 31,

Increase/
2003 2002 (Decrease) %
(As restated)
(Dollars in millions)
Employee and servi-related cost $ 424 $ 42¢ % 5) (1)%
Network costs 72 89 an (19%
Non-employee related cos 10C 88 12 14%
Affiliate costs 92 114 220 (19%
Total cost of sales $ 68 $ 72C % (32 (4%

Cost of sales includes salaries and wdpssefits, network costs, materials and suppliestraoted engineering services, computer
systems support and the cost of CPE sold.

Total cost of sales decreased $32 mill@m%, for the three months ended March 31, 200®awared to the same period in 2002.
of sales, as a percent of revenue, was 24% fdhtiee months ended March 31, 2003 as compared#of@3the three months ended
March 31, 2002. Cost of sales decreased primauiéytd lower network and affiliate costs.
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Our network costs decreased $17 milliorl, 3%, for the three months ended March 31, 20@®awgared to the same period in 2002.
We reduced our reliance on third-party contractonsrovide network maintenance services, by shyfthis work to our employees. We also
experienced lower costs associated with wirelessl$et sales as a result of lower unit prices acdedses in the number of new wireless
subscribers.

Non-employee related costs, such as régleeand regulatory fees increased $12 milliorl, 486, for the three months ended March 31,
2003 as compared to the same period in 2002. Tnease is primarily attributable to increases gutatory fees and real estate expenses.

Affiliate costs, such as services for cogte administration, information technology, adigéng and technical support, decreased
$22 million, or 19%, for the three months ended &ia81, 2003 as compared with the same period i2.2D8e decrease is primarily
attributable to lower information technology supposts.

Selling, General and Administrative (SG&A) Expense



The following table shows a breakdown oGy major component for the three months endingréh 31, 2003 and 2002:

Three Months Ended March 31,

Increase/
2003 2002 (Decrease) %

(As restated)

(Dollars in millions)

Employee and servi-related cost $ 20 % 25¢ % (521) (20)%
Bad debi 62 82 (20 (29)%
Property and other tax 10t 12¢€ (21) (17%
Non-employee related cos 12¢ 104 25 24%
Affiliate costs 302 29C 12 4%

Total SG&A $ 80¢€ % 861 $ (55) (6)%

SG&A expenses include taxes other thannrectaxes, bad debt charges, salaries and wageégecily attributable to the provision of
products or services, benefits, sales commissiens for administrative space, advertising, praf@sa service fees and computer systems
support.

Total SG&A decreased $55 million, or 6%, ttee three months ended March 31, 2003 as compaitheé same period in 2002. SG&A,
as a percent of revenue, was flat at 28% for Hwhthree month period ended March 31, 2003 andahe period in 2002. Third party costs,
bad debt expense and property taxes all decreased.

Employee and service-related costs, sudalasies and wages, benefits, sales commissigagjrme and professional fees (such as
telemarketing, and customer service costs) deadebtse million, or 20%, for the three months endearéh 31, 2003 as compared to the s
period in 2002. The decline is primarily due toueeld professional fees due to the decreased ube&dyparty vendors for customer service
and telemarketing. Partially offsetting the decesasre increases in incentive compensation costaalecreased net pension credit and
higher healthcare costs.

Bad debt expense decreased $20 millio@4&s, for the three months ended March 31, 200®agpared to the same period in 2002.
Bad debt decreased as a percentage of revenue fior 266 three months ended March 31, 2003 fronf@?the three months ended
March 31, 2002. Bad debt declined across the bssingits as a result of fewer customer bankrupliog$, improved collections practices
and tighter credit policies.
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Property and other taxes decreased $2iomilbr 17%, for the three months ended March 8032as compared to the same period in
2002. Reduced property and other taxes resulted ¢ttanges in estimates of property tax liabilif@sthe three months ended March 31,
2002.

Nonemployee related costs, such as real estate aipdaesl compensation payments increased $25 mjlboi24%, for the three mont
ended March 31, 2003 as compared to the same @rrfi02. The increase is primarily driven by aréese in information technology costs
that are eligible for capitalization partially oftsby lower marketing and advertising and realtestasts due to first quarter cost reduction
efforts.

Combined Pension and Post-Retirement Benefits

Our employees participate in the QCII penspost-retirement and other post-employment higplefhs. Our results include post-
retirement benefit expenses allocated to us by Qtetl of pension credits, of $54 million in thesfiguarter of 2003 and a pension credit, net
of post-retirement benefit expenses of $8 milliorthe first quarter of 2002. Absent these expepsesedits our net income in the applicable
period would have been higher or lower by thesewart® The net pension expense or credit is a fomatf the amount of pension and post-
retirement benefits earned, interest on projeceekfit obligations, amortization of costs and deftiom prior benefit changes and the
expected return on the assets held in the varilaus pThe net pension expense or credit is alldgadetially to cost of sales with the
remaining balance included in SG&A.

The change to a net benefit expense ithttee months ended March 31, 2003 from a net peresidit in the three months ended
March 31, 2002 is primarily due to decreased retominvestments and increased medical costs dorgrrticipants



Depreciation

Depreciation expense for the three montised March 31, 2003 decreased $82 million, or 1@%mpared to the three months ended
March 31, 2002. The decrease was the result afrtpairment we recorded on June 30, 2002 (as disdussNote 6—Property, Plant and
Equipment in our annual report on Form 10-K for ykear ended December 31, 2002, or 2002 Form 10+glweduced annual depreciation
expense by $125 million effective July 1, 2002 taierassets becoming fully depreciated in 2002;taeccompletion of certain capitalized
lease agreements occurring in the three monthsdevidech 31, 2002.

Intangible Assets Amortization

Amortization expense increased $21 mill@n33%, for the three months ended March 31, 2@08pared to the same period in 2002.
The increase was attributed to increases in cagathboftware costs, partially offset by an impamnnof certain of our intangible assets
recorded on June 30, 2002, which reduced our aramalitization by $10 million.

Asset Impairment Charges
Recent Developmel—asset impairments

In August 2003, we entered into a servagreement with a subsidiary of Sprint that allowsairesell Sprint wireless services, incluc
access to Sprint's nationwide PCS wireless netwiorgonsumer and business customers, primarilyinvihr local service area. We plan to
begin offering these Sprint services under our thrzamme in early 2004. Our wireless customers whaarrently being serviced through our
proprietary wireless network will be transitionent@ Sprint's network. Due to the anticipated dezeaa usage of our own wireless network
following the transition of our
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customers onto Sprint's network, in the third geraof 2003 we performed an evaluation of the recalviity of the carrying value of our long-
lived wireless network assets.

In accordance with Statement of Financiet@unting Standards, or SFAS, No. 144, "Accountorghe Impairment or Disposal of
Long-Lived Assets,"or SFAS No. 144, we comparedgundiscounted cash flow projections to the cagryalue of the londived assets ar
determined that certain asset groups were not égéc be recovered through future projected clstst For those asset groups that were
not recoverable, we then estimated the fair vakieguprices for similar assets. Our cell sitestaés, related tools and equipment inventory
and certain information technology systems thapsupthe wireless network were determined to beaingal by a total of $230 million.

Restructuring, Merger-Related and Other Charges (Cedits)

A summary of restructuring, Merger-relasetl other charges (credits), which includes thensal of Merger-related reserves in 2002,
recorded to our condensed consolidated statemé&atseaations for the three months ended March 8032nd 2002 is as follows:

Three Months Ended
March 31,

2003 2002

(As restated)

(Dollars in millions)

2003 restructurin $ 10 $ —
Merger reserve reverse — (30
Other restructuring related charg 2 —
Total restructuring and Merc-related charges (credit $ 12 % (30)

2003 Activities

During the three months ended March 3132QCII identified employee reductions in variousdtional areas. As a result, we
established a reserve and recorded a charge tmadensed consolidated statement of operations®fiillion to cover the costs associated
with these actions. The charge of $10 million edab severance benefits and other charges pursuestiablished severance policies
associated with a reduction in employees. We ifledtapproximately 300 employees from various fioral areas to be terminated as pai



this reduction. During the three months ended M&%Lh2003, no payments were made relating to #ssucturing.
As a result of these restructuring acegfiwe expect to realize cost savings of approxin&tl5 million in 2004.
Subsequent event

During the fourth quarter of 2003, as mdran ongoing effort of evaluating costs of opemnasi, QCII further reduced employee levels in
certain areas of our business. As a result, wetplaacord a charge to our condensed consolidébensent of operations during the fourth
quarter of 2003, primarily for estimated severaocmsts ranging from $35 million to $55 million.

Mergel-Related Charges

We considered those costs that were inaneathand directly related to the June 30, 2000 sdipn of U S WEST, Inc. by QCII, or the
Merger, to be "Merger-related.” During the threenths ended March 31, 2002, we reversed $30 mitifiche Merger-related accrual. The
reversal
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resulted from favorable developments in the matiaderlying contractual settlements and legal cgaincies.
Total Other Expense—Net

Other expense—net includes interest expereteof capitalized interest and other income—wich includes interest income.
Components of other expense—net for the three rs@mted March 31 are as follows:

Three Months Ended March 31,

2003 2002 Change %

(As restated)

(Dollars in millions)

Interest expen—net $ 137 % 12C % 17 14%

Interest expen—net+—affiliates 36 45 9 (20)%

Other expense (incon—net 8 (8) 16 nm
Total other expense—net $ 181 $ 157 $ 24 15%

Interest expense—net.Interest expense—net, was $173 million and $hékon for the three months ended March 31, 2a6d 2002,
respectively. The increase was primarily due teerelase in the amount of interest that was cagéilior the three months ended March 31,
2003. This decrease in capitalized interest wananily due to a decrease in network buildout far ttree months ended March 31, 2003 as
compared to the same period ended 2002.

Other expense (income)—netOther expense (income)—net was $8 million fer three months ended March 31, 2003 compared to
$(8) million for the same period ended March 31020The $16 million of additional net other expenss primarily the result of an increase
in abandoned projects and a decrease in interasni@ in the first quarter of 2003 over the samépgéan 2002.

Income Tax Expense

The effective income tax rate is the primvifor income taxes as a percentage of pre-taonmec Our effective income tax rate has
remained relatively flat for the three months endch 31, 2003 and 2002.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSCiclhis wholly owned by QCII. As such, factors relatto or affecting QCII's liquidity and
capital resources could have material impacts pmakiding changes in the market's perceptionsoéind impacts on our credit ratings.

Financial Position



QCIlI has cash management arrangements éeteertain of its subsidiaries that include linésredit, intercompany obligations, capital
contributions and dividends. As part of these gaahagement arrangements, affiliates provide lifieseaalit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timalare classified as short-term
borrowings.

Our working capital deficit, or current atsless current liabilities, was $1.8 billion, B8illion and $3.8 billion as of September 30,
2003, March 31, 2003 and December 2002, respegti@elr current working capital deficit is primaritiue to borrowings from affiliates by
our wholly owned subsidiary, Qwest Wireless, amimgnto $2.079 billion as of September 30, 2003.sEhleorrowings
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mature in January 2005. We expect that the magardf the borrowings will be extended by our &f#is as necessary.

There was only a slight improvement in warking capital deficit of approximately $100 mdlh for the three months ended March 31,
2003. While our working capital deficit was impraMiey an increase in cash and cash equivalentspobaimately $1.0 billion during the
three months ended March 31, 2003, this was suietaroffset by changes in other working capitahgponents including increases in
dividends payable of $523 million. We were abledntinue to improve our working capital deficit $2.0 billion for the nine months ended
September 30, 2003, due to a combination of areésa in cash and cash equivalents and our refirgan€icurrent borrowings with long te
debt. The increase in cash was due to our dedisiceduce capital expenditures and a $1.75 biliemor term loan that we entered into in
June of 2003, of which a significant portion waedifo refinance our short-term borrowings into lé&ign. For more information about this
loan, see Recent Developments Impacting Liquidity @apital Resources below.

As of September 30, 2003, March 31, 20a8@acember 31, 2002, our consolidated debt waappately $9.8 billion, $9.1 billion
and $9.2 billion, respectively including borrowinigsm affiliates. In addition, our unrestricted hdsalances were approximately $1.4 billion,
$1.3 billion and $232 million, as of the same daWe expect to use our cash primarily to invegelacommunications assets, to redeem
indebtedness and pay dividends to QSC. To presapital and maintain liquidity, we invest with fimgal institutions deemed to be of sound
financial condition and in highly quality and relely risk-free investment products. Our cash i@t policy limits the concentration of
investments with specific financial institutionsamong certain products and includes criteria eelab credit worthiness of any particular
investment. Recently we have taken the followingsuges to improve our near-term liquidity and aapital structure and generally reduce
financial risk:

. reduced capital investment and continued to managking capital; and

. refinanced (in June 2003) our debt due in 2003 débt that has maturities in 2007 and 2010.

We believe that cash flows from operatiams, current cash position and continued accesapidal markets will allow us to meet our
business requirements, including debt serviceddivils and capital expenditures for the foresedahlee.

Operating activities. We generated cash from operating activitie$10519 billion and $1.402 billion, for the three milos ended
March 31, 2003 and March 31, 2002, respectivelshGbws from operations increased $117 milliontfar three months ended March 31,
2003 compared to the same period in 2002. Thiease was primarily the result of cash managememiowmements of approximately
$350 million offset by reduced cash flows relatec $192 million decrease in revenue. The cash geameant improvements during these
periods were primarily a result of reductions isltautlays for operating expenses, and the reduofiprepaid income taxes. Revenue
decreased as a result of access line losses,gdeitlines and a reduction in access services ueven

Investing activities. Cash used in investing activities decreased $2iflion to $352 million for the three months edddarch 31, 200
from $626 million, for the three months ended MaBdh 2002. This decrease was primarily due to aedee in capital expenditures of
$264 million. The decrease in capital expendituvas the result of our decision to reduce our exipansfforts as a result of the general
economic downturn and the completion of many ofroajor capital projects.

Capital expenditures for the three montieed March 31, 2003 and 2002 were $364 million®62B million, respectively.

Financing activities. Cash used for financing activities was $100iamithrough March 31, 2003 and $108 million foe ttame period
in 2002. At March 31, 2003, we were in compliandthwll provisions or covenants of our borrowin§eme of QSC's loan documents
contain financial reporting covenants that reqdigévery of our annual and quarterly periodic repoA waiver has been obtained for non-
compliance to provide certain annual and quartiémgncial information to the
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lenders. The waiver extended the compliance dgpeawide the financial information to January 3202.

Affiliate borrowings of our wholly owned ksidiary, Qwest Wireless, in the form of short-tarnsecured lines of credit, were
$1.953 hillion and $1.888 billion at March 31, 2088 December 31, 2002, respectively. These déilimrowings fluctuate based on
operating needs of Qwest Wireless and mature amadpari5, 2005.

Subsequent Event—Financing Activities

On June 9, 2003, we entered into a searan toan with two tranches for a total of $1.78iti principal amount of indebtedness. The
term loan consists of a $1.25 billion floating ragnche, due in 2007, and a $500 million fixee taanche, due in 2010. The term loan is
unsecured and ranks equally with all of our curredébtedness. The floating rate tranche cannprdyeaid for two years and thereafter is
subject to prepayment premiums through 2006. Taerano mandatory prepayment requirements. The eowemd default terms are
substantially the same as those associated witbtber long-term debt. The net proceeds were usegfinance debt due in 2003 and fund or
refinance our investment in telecommunicationstasse

The floating rate tranche bears interetaidon Interbank Offered Rates, plus 4.75% (withinimum interest rate of 6.50%) and the
fixed rate tranche bears interest at 6.95% perraniine lenders funded the entire principal amotith® loan subject to the original issue
discount for the floating rate tranche of 1.00% &ordhe fixed rate tranche of 1.652%.

Recent Developments Impacting Liquidity and CapitalResources

For the nine months ended September 3@8,200 have declared regular dividends in the amofiif..034 billion. In addition, in Augu
and November of 2003, we declared and paid dividémdhe amount of $360 million and $719 millioaspectively, relating to net income
from prior periods that had not been declared @t pa dividends in those periods. We plan to decdd make additional dividend payments
in the future until all net income from wirelinetéies from prior periods has been declared andttethas dividends. We estimate that the
incremental amount (in addition to the $1.079 dilldeclared in 2003) of such dividends will be apgpmately $1.3 billion.

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 interestexgpe. We may employ derivative financial instrura¢atmanage our interest rate risk
exposure. We may also employ financial derivatieelsedge foreign currency exposures associatedpaitiicular debt. We do not hold any
derivatives for other than hedging purposes.

As of March 31, 2003 and at December 3022@C did not have floating rate debt exposedtmnges in interest rates. As of March 31,
2003 and December 31, 2002, we had approximatelydillion and $1.2 billion, respectively, of lorigkm fixed rate debt obligations
maturing in the following 12 months. Any new debtained to refinance this debt would be exposezhémges in interest rates. A
hypothetical 10% change in the interest rates @mndibt would not have had a material effect oneanings. We had approximately
$6.1 billion of long-term fixed rate debt at botraMh 31, 2003 and at December 31, 2002. A 100 pagi$ increase in the interest rates on
this debt would result in a decrease in the faiue@f these instruments of approximately $400ianland $300 million at March 31, 2003
and December 31, 2002, respectively. A 100 basig pecrease in the interest rates on this debldvw@sult in an increase in the fair value
these instruments of approximately $500 million 460 million as of March 31, 2003 and December28D2, respectively.

As of March 31, 2003, we had $1.299 billafrcash invested in money market and other sleont-investments. Most cash investments
are invested at floating rates. As interest ratesge, so will the interest income derived frons¢haccounts.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains or incorporatesdfgrence "forward-looking statements," as thahterused in federal securities laws, about
our financial condition, results of operations &ndiness. These statements include, among others:

. statements concerning the benefits that we expélatesult from our business activities and certa@ansactions we have
completed, such as increased revenue, decreasedsegrand 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, or SEC. Youdindrmany of these statements by looking for wardsh as "believes," "expects,”
"anticipates," "estimates," or similar expressiased in this report or incorporated by referenciis report.

These forward-looking statements are stlbgenumerous 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¢rtake any obligation to review or confirm antdysxpectations 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 statemé&our intention as of the date of this
filing and is based upon, among other things, #istiag regulatory environment, industry conditipngarket 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
Continued downturn in the economy in our local séce area could affect our operating results.

Our operations in our local service areAmtona, Colorado, Idaho, lowa, Minnesota, Montadabraska, New Mexico, North Dakota,
Oregon, South Dakota, Utah, Washington and Wyorhange been impacted by the continuing weaknessirréigion's economy. Because
customers have less discretionary income, demargkfmnd lines or additional services has declibis economic downturn in our local
service area has also led to an increased custtiswmnection rate. In addition, several of the panies with which we do business appear
to be in financial difficulty or have filed for b&ruptcy protection. Some of these have requesteeaiation of long-term agreements with
us because of their financial circumstances anduserthey believe the terms of these agreement®domger appropriate for their needs.
Our revenue has been and is likely to continuestadversely affected by the loss or reduction sfriess with many of our customers as a
result of this downturn and our continued effodstcommodate our customers' needs in this chabgisigess environment.

We believe that our local service areatmemy lagged the national economy in entering therdurn and may follow the national
economy in recovery by an indeterminate periods Teintinued economic slowdown will affect demanddor products and services within
our local service area.

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 calimpanies, wireless providers (including ourselvigg)ilities-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 recent decision allowing farbar portability from wireline to wirele:
phones.

One of the primary reasons we continuexfeaence loss of access lines is the intense ctitiopefrom cable and wireless providers
offering a substitute for our traditional voice atteta services. We are implementing new stratégresnhancing our video and wireless
offerings. However, it will be difficult to effectely execute our strategy in the face of increasmmypetition. For example, our recently
announced wireless strategy of reselling Sprinel@ss services to our customers is untested. Wenotaye able to effectively integrate
Sprint's services into our product offerings anehdy require greater resources than we anticipadpérate as a wireless reseller. Also, while
we recently entered into strategic marketing areamgnts with Echostar and DIRECTYV to bundle theieltite television products and
services with our traditional telecommunicatiorstadand Internet offerings, our video offering rémdimited to select markets in our local
service area. If we are unable to effectively impdat our strategy for improving video and wirelsshitions, both our wireless and our
traditional telephone businesses may be adver§felgted.

We have also begun to experience and efpehber increased competitive pressure from tetaoonications providers either emerging
from bankruptcy protection or reorganizing theipital structure to more effectively compete agairstAs a result of these increased
competitive pressures, we have been and may centinbie forced to respond with lower profit margioduct offerings and pricing schemes
that allow us to retain and attract customers. &lpeessures could adversely affect our operatisigitseeand financial performance.
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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 expearieg significant technological changes, and oulitgtib execute on our business plans and
compete depends upon our ability to develop newlymts and accelerate the deployment of advancedsariices, such as broadband data,
wireless and video services and Voice over IntelPnetocol services. The development and deploymienéw products could require
substantial expenditure of financial and other veses in excess of contemplated levels. If we ateahle to develop new products to keep
pace with technological advances, or if such préglace not widely accepted by customers, our ghiditompete could be adversely affected
and our market share could decline. Any inabilitkéep up with changes in technology and markeiklaso adversely affect the trading
price of our securities and our ability to service debt.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of investigations of QCII cuntly being conducted by the SEC and the U.S. Atteyis Office or the assessme
being undertaken by the General Services Adminisita, or GSA, could have a material adverse impaotus, on the trading price for ou
debt and on our ability to access the capital marke

On April 3, 2002, the SEC issued an ordenwestigation that made formal an informal invgation of QCII initiated on March 8, 2002.
QCll is continuing in its efforts to cooperate fulith the SEC in its investigation. The investigatincludes, without limitation, inquiry into
several specifically identified QCIlI accounting gtiaes and transactions and related disclosurésthahe subject of the various adjustments
and restatements described in the QCIl 2002 Forid.Ithe investigation also includes inquiry int@closure and other issues related to
transactions between QCII and certain of its vesdod certain investments in the securities ofahv@ndors by individuals associated with

QCIL.

On July 9, 2002, QCII was informed by th&UAttorney's Office for the District of Coloradba criminal investigation of QCII. QCII
believes the U.S. Attorney's Office is investiggtirarious matters that include the subjects ofrikiestigation by the SEC.

While QCII is continuing in its efforts tmoperate fully with the SEC and the U.S. Attoraeffice in each of their respective
investigations, QCII cannot predict the outcoméhoke investigations. QCII has engaged in discassigth the SEC staff in an effort to
resolve the issues raised in the SEC's investigatidt. Such discussions are preliminary and Qgahnot predict the likelihood of whether
those discussions will result in a settlement &b, the terms of such settlement. However, esmigints typically involve, among other thir
the SEC making claims under the federal secutliés in a complaint filed in United States Disti@burt that, for purposes of the settlem
the defendant neither admits nor denies. Were asgitlement to occur, QCII would expect such ciimaddress many of the accounting
practices and transactions and related discloshatsre the subject of the various restatements$ IS made as well as additional
transactions. In addition, any settlement with$EC may also involve, among other things, the intjposof a civil penalty, the amount of
which could be material, and the entry of a coutteo that would require, among other things, th&tl@nd its officers and directors comply
with provisions of the federal securities laws@svhich there have been allegations of prior violz.

In addition, as previously reported, theC3tas conducted an investigation concerning Q€#taings release for the fourth quarter and
full year 2000 issued on January 24, 2001. Thesel@rovided pro forma normalized earnings infoiomathat excluded certain nonrecurring
expense and income items resulting primarily fro@Ii@ merger with U S WEST. On November 21, 200&, $EC staff informed QCII of i
intent to recommend that the SEC authorize anmetgminst QCII that would allege it should havduded in the earnings release a stater
of its earnings in accordance

41

with GAAP. At the date of this filing, no action ©ibeen taken by the SEC. However, QCII expectsiftitatcurrent discussions with the staff
of the SEC result in a settlement, such settlemenid include allegations concerning the January?®@1 earnings release.

Also, the GSA is conducting a review of@htracts with QCII for purposes of determiningg®@nt responsibility. On September 12,
2003, we were informed that the Inspector GendrledGSA had referred to the GSA Suspension/Debar@fficial the question of
whether QCII (including us and its other subsidigayishould be considered for debarment. QCII ipewing fully with the GSA and
believes that it and we will remain suppliers & tiovernment, although QCII cannot predict the @ute of this referral.

An adverse outcome with respect to one arenof the SEC investigations, the U.S. Attorn&ffice investigation or the GSA evaluati
could have material and significant adverse impacin us.

The breadth of QCII's internal analysis of its acoating policies, practices and procedures, the pags of time and the turnover in
accounting personnel or further review by the SEGuid result in additional adjustments.



QCII continues to discuss its periodiais with the staff of the SEC's Division of Corpara Finance. They have reviewed QCII's 2
Form 10-K and its Form 10-Q for the three monthdeehMarch 31, 2002. As appropriate, QCII has attethpp address the Staff's comments
in its current filings and has provided responsethdse other comments that it could address. wolptheir review of QCIlI's 2002 Form 10-
K and Form 10-Qs for the three, six and nine moetided March 31, 2003, June 30, 2003 and Septe3b@003, QCII may receive
additional comments from the staff of the DiviswinCorporation Finance and may be required to nfiakber adjustments or additional
disclosures. It is possible that these commentsleaad/to further investigations from the SEC's Bim of Enforcement.

While QCII has attempted to address allnttaters identified in its internal analysis ofatscounting policies, practices and procedures,
due to the breadth of this analysis, the passatimefand the turnover in accounting personnel egga by QCII, QCII may have overlook
some matters in its internal analysis.

Major lawsuits have been brought against QCII inwdhg its accounting practices and other matters. & butcomes of these lawsuits a
other lawsuits affecting us may have a material &dse effect on our business, financial condition @operating results.

Several lawsuits have been filed againsti, QG well as certain of QCII's past and preséinters and directors. These lawsuits include
putative class action lawsuits in which the pldiatallege numerous violations of securities lalmsone of these actions, lead counsel for the
plaintiffs has indicated that plaintiffs will sedlamages in the billions of dollars. For a desaiptf these legal actions, please see Note 7—
Commitments and Contingencies to our condensedtidated financial statements in Item 1 of thisap

The consolidated securities action, thesobidated ERISA action and the California Statechess' Retirement System, State of New
Jersey (Treasury Department, Division of Investhantl State Universities Retirement System ofdisnactions described in Note 7—
Commitments and Contingencies to our condensedtidated financial statements in Item 1 of thisaepresent material and significant
risk to QCIl. Some of the allegations in these laigsinclude many of the same subjects that the &CU.S. Attorney's Office are
investigating. Moreover, the size, scope and naitif@Cll's recent restatements of its financiatestaents for fiscal 2001 and 2000 affect the
risk presented by these cases. While QCII inteadiefend against these matters vigorously, thmaté outcomes of these cases are very
uncertain, and QCII can give no assurance as tortpacts on its financial results or financial citizeh as a result of these matters. Each of
these cases is in a preliminary phase. None gbldistiffs or the defendants has advanced evidenoeerning possible recoverable damages,
and QCII has not yet conducted discovery on thadeother relevant issues.
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QCII has disclosed that it is unable at this timestimate reasonably a range of loss that it wimddr if the plaintiffs in one or more of these
lawsuits were to prevail. QCII has engaged in dis@mns for the purpose of resolving these mattedscantinues to evaluate any possible
range of loss. Any settlement of or judgment on enmore of these claims could be material, andl@&inot give any assurance that it
would have the resources available to pay suchmeads. Also, in the event of an adverse outconmefor more of these matters, QCII's
ability to meet its debt service obligations argdfihancial condition could be materially and acdety affected. As a wholly owned subsidiary
of QCII, our business operations and financial éma would be similarly affected.

Further, given the size and nature of @GHd our business, QCII and we are subject froma to time to various other lawsuits which,
depending on their outcome, may have a materiagradveffect on our financial position. Thus, we gam no assurances as to the impact
our financial results or financial condition aseault of these matters.

Increased scrutiny of financial disclosure, partitarly in the telecommunications industry in whichevoperate, could reduce invest
confidence and affect our business opportunitiesdaany restatement of our earnings as stated irstfiling could limit our ability to
access the capital markets and could increase ditign risks.

As a result of our and QCII's accountirguis and the increased scrutiny of financial d&ake, investor confidence in us has suffered
and could suffer further. Congress, the SEC, agogernment authorities and the media are intersmlytinizing a number of financial
reporting issues and practices.

In addition to the SEC investigation dises earlier, QCII has reported that the SEC hasstigated QCII's earnings release for the
fourth quarter and full year 2000 and that thefsibfhe SEC has decided to recommend an actiomsty@Cl| alleging that it should also
have included in the earnings release a statenfi@st@AAP earnings. Although all businesses faneantainty with respect to how the U.S.
financial disclosure regime may impact their finahstatements, particular attention has been fettwscently on the telecommunications
industry. Congressional hearings held in 2002ef@mple, related to the telecommunications indystagtice of accounting for indefeasible
rights of use, or IRUs, as well as the appropriessrand consistency of pro forma financial inforaradisclosure. Some of our former and
current officers and directors have testified asthhearings concerning IRUs and other matters.

The existence of this heightened scrutimy these pending investigations could adversebcaffivestor confidence and cause the tre
price for our securities to decline. In additiorg annot assure you that we will not have to furthstate earnings for prior periods as a result
of any formal actions, the SEC's review of QClilim@is or because of our own periodic internal istigations. Any such restatement could
further impact our ability to access the capitatkets and the trading price of our securit



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

Our operations are subject to extensiveri@degulation, including the Communications Ati834, as amended, and Federal
Communications Commission, or FCC, regulationsateder. We are also subject to the applicable fawisregulations of various states,
including regulation by PUCs and other state agemdtederal laws and FCC regulations apply tostdatr telecommunications (including
international telecommunications that originateéesminate in the United States), while state regmeauthorities have jurisdiction over
telecommunications that originate and terminatéiwithe same state. Generally, we must obtain aaidtain certificates of authority from
regulatory bodies in most states where we offeagtate services and must obtain prior regulatppya@val of tariffs for our intrastate servic
in most of these jurisdictions. Our business igextlio numerous, and often quite detailed, requénets under federal, state and local laws,
rules and regulations.
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Accordingly, we cannot ensure that we are alwayimpliance with all of these requirements at angle point in time.

Regulation of the telecommunications indui changing rapidly, and the regulatory envir@mtvaries 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 llgige activities will not have a material adveestect on our operations, or that domestic or
international regulators or third parties will matse material issues with regard to our compliaragoncompliance with applicable
regulations.

We monitor our compliance with federaltstand local regulations governing the dischargedisposal of hazardous and
environmentally sensitive materials, including &émission of electromagnetic radiation. Althoughlvedieve that we are in compliance with
such regulations, any such discharge, disposahtgsioon 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 and the restrictive termbtbeir debt instruments pose risks to our viabiliand may make us more vulnerable to
adverse economic and competitive conditions, ad a®lother adverse developments.

Our ultimate parent, QCII is highly leveegigon a consolidated basis. As of September 3@®,200 consolidated debt was $9.8 billion,
which is included in QCII's total consolidated deb$21.3 billion. A significant amount of our aQCII's debt obligations come due over the
next few years. While we currently believe we, thge with QCII, will have the financial resourcesdaaccess to capital markets to meet our
obligations when they come due, we cannot antieipdtat our or QCII's future condition will be. Weynhave unexpected costs and
liabilities and we may have limited access to fitiag.

We will likely need to obtain additionahéincing to meet our debt service and dividend alibgs if our and QCII's operations do not
improve, if revenue and operating cash flow desliare worse than expected, if economic conditi@ansal improve or if we or QCIlI become
subject to significant judgments and/or settlemé@ntonnection with the resolution of one or moratters described in Note 7—
Commitments and Contingencies to our condensedtdated financial statements in Item 1 of thisapAlso, we may be impacted by
factors relating to or affecting QCII's liquiditya capital resources due to perception in the nbairk@acts on credit ratings, or provisions in
our and QCII's financing agreements that may iestrr flexibility under certain conditions.

Additionally, the degree to which we, tdgatwith QCII, are leveraged may have importanttlimg consequences on us, including the
following:

. our ability to obtain additional financing in thetfire for working capital, capital expenditureggeneral corporate purposes
may be impaired;

. we may be placed at a competitive disadvantagerapared with our less leveraged competitors, irnwdome who have
significantly reduced their debt through a bankeygiroceeding;

. we may be more vulnerable to the current or futlmenturns in general economic conditions or in ahgur businesses;
. our flexibility in planning for, or reacting to, ahges in our business and the industry in whicloperate may be limited; and
. QCllI's high debt levels could adversely impact cnadit ratings.
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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 requiremealating to maintaining and routinely upgrading natwork will continue to be significant in
the coming years. We also may be unable to sigmiflg reduce the operating expenses associatecwitfuture contractual cash obligatic
including future purchase commitments, which matuim affect our operating results. As we will néednaintain the quality of our products
and services in the future, we may be unable théursignificantly reduce such capital requirememtsperating expenses, even if revenut
decreasing. Such nondiscretionary capital outlagg lassen our ability to compete with other proxédeho face less significant spending
requirements.

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

Our current practice is to distribute to@@&ash dividends in an amount equal to our netnmectrom wireline entities, generally during
the same period in which the net income is eaéglexpect to continue this practice for the forabéefuture.

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

The terms of QCIlI's and our debt instruragegrmit 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 maturities thapose additional financial risks to our
various efforts to improve our financial conditiand results of operations could exacerbate the ofies described herein.

Other Risks Affecting 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 r@fated disclosures in conformity with GAAP re@siimanagement to make judgments,
assumptions and estimates that affect the amoeptsted in our consolidated financial statementsamtompanying notes. Our critical
accounting policies, which are described in our2B6rm 10-K, describe the significant accountinigies and methods used in the
preparation of our condensed consolidated finarstéabments. These accounting policies are corgideritical" because they require
judgments, assumptions and estimates that mayeingtiact our consolidated financial statements@tated disclosures. As a result, if futi
events differ significantly from the judgments, @e®tions and estimates in our critical accountialicges or different assumptions are used
in the future, such events or assumptions coul@ laawaterial impact on our consolidated finandi@esnents and related disclosures.

If we fail to extend or renegotiate our collectilmrgaining contracts with our labor unions as thexkpire 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@gexpire from time to time. If we fail to extkor renegotiate our collective bargaining
agreements, if disputes with our unions arisef ouf 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 matadlerse effect on our business. We
recently reached agreements with the Communicatddorkers of America and the International
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Brotherhood of Electrical Workers on new two-yesrdr contracts. Each of these agreements wasdhlifi union members, went into effect
on August 17, 2003 and expires on August 13, 2005.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
The information under the caption "Risk Mgament" in "Management's Discussion and Analyisisrancial Condition and Results of

Operations" is incorporated 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 evaluatheycontrols and procedures, the assumptions nsdéritifying the likelihood of futur
events and the inability to eliminate misconduanptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will prevent all errors or fraud or ensure thatraliterial information will be made known to appliapg management in a timely fashion.

As reported more fully in our 2002 Form KPwe learned of certain deficiencies in our inedroontrols that existed in 2002 and prior
years. These deficiencies related to each of thafimg:

the structure and design of certain financial infation and reporting processes;

. the design of policies and execution of processk¢ad to accounting for operating activities;
. inadequate or ineffective policies for complex gactions and certain other matters; and
. our internal control environment.

As reported in our 2002 Form 10-K, we htaleen many measures to improve the effectiveneesrahternal controls. Though it may
take some time to realize all of the benefits fitin measures we have taken, we believe that annaidtcontrols are improving and that there
is no reason to believe that the financial stateémmeluded in this report are not fairly statechihmaterial respects. Nonetheless, we can
no assurance that all internal control deficienbtigge been entirely corrected. The inherent linoitet of any system of controls preclude the
possibility of preventing all errors and all fratthese inherent limitations include the realitieastjudgments in decision-making can be
faulty, and that breakdowns can occur becausamglsierror or mistake. In addition, controls carclveumvented by the individual acts of
some persons or by collusion of two or more pedpieing to these limitations, error or fraud may wcand not be detected.

We recently evaluated the effectiveneghefdesign and operation of our disclosure contaiots procedures as of the end of the period
covered by this report. Based on that evaluatianneanagement, including our Chief Executive Offiaed Chief Financial Officer,
concluded that these procedures and controls viferetige, given the inherent limitations stated adao provide reasonable assurances that
the controls and procedures met their objectiveseft for certain of the measures to improve irdkecontrols described in our 2002
Form 10-K, there have been no significant changeinid the quarterly period covered by this reporoir internal controls or in other factors
that could significantly affect internal controls.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information set forth above under NoteCommitments and Contingencies contained in thatéblto Condensed Consolidated
Financial Statements" included in this Quarterlyp&eon Form 10-Q is hereby incorporated by refeeen

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
€)) Exhibits filed for Qwest through the filing of thisorm 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 Qwstorporated by reference to Qwest's Annual Remoi~orm 10-K for the year
ended December 31, 1997, File N-3040).

(3.2) Articles of Amendment to the Articles otbrporation of Qwest (incorporated by referenc®weest's Quarterly Report on
Form 1(-Q for the quarter ended June 30, 20!

(3.3) Amended and Restated Bylaws of Qwest (pm@ted by reference to Qwest's Annual Report amP®-K for the year
ended December 31, 2002, File N-3040).

4.1) No instrument which defines the rights of holderQuvest's long and intermediate term debt is fiedewith pursuant t

Regulation S-K, Item 601(b)(4)(iii)(A). Pursuantttus regulation, Qwest hereby agrees to furnisbgy of any such
instrument to the SEC upon reque
4.2) Indenture, dated as of April 15, 1990, hg detween Mountain States Telephone and TeledZaptipany and The First



National Bank of Chicago (incorporated by referetc®west's Annual Report on Form-K for the year ended
December 31, 2002, File Na-3040).

4.3) First Supplemental Indenture, dated asmilA6, 1991, by and between U S WEST Communicatidnc. and The First
National Bank of Chicago (incorporated by referetic®west's Annual Report on Form-K for the year ended
December 31, 2002, File Na-3040).

4.4 Indenture, dated as of October 15, 199%rw/between U S WEST Communications, Inc. and Bamk Trust Company,
NA, as Trustee (incorporated by reference to Qwésthual Report on Form -K for the year ended December 31, 1999,
File No. 1-3040).

(10.1) Purchase Agreement, dated as of Juned®, 20nong U S WEST Communications, Inc. and LehBrathers Inc., Merrill
Lynch & Co., Merrill Lynch, Pierce, Fenner & Smittcorporated, Banc of America Securities LLC, ariRl Morgan
Securities Inc., as Representatives of the Intiaichasers listed therein (incorporated by refaréo®west's Form S-4
filed on October 11, 2000

(10.2) Term Loan Agreement, dated as of Jun®@32by and among Qwest, the Lenders listed theagich Merrill Lynch & Co.,
Merrill Lynch, Pierce, Fenner & Smith Incorporated, sole book-runner, joint lead arranger and sgatidin agent, and
Credit Suisse First Boston, acting through its Cagyrslands branch as joint lead arranger and adtrative agent, and
Deutsche Bank Trust Company Americas, as docunientagient and Deutsche Bank Securities, Inc. anger.
(incorporated by reference to Qwest's Current RepoForm K, dated June 10, 2003, File N¢-15577).

31.1 Chief Executive Officer Certification pursuant tecsion 302 of the Sarbar-Oxley Act of 2002
47
31.2 Chief Financial Officer Certification pursuant tecion 302 of the Sarbar-Oxley Act of 2002
32 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002

() Previously filed.
(b) Reports on Form 8-K:
We filed the following report on Form 8-Kirihg the first quarter of 2003:

On February 13, 2003, we filed a reporForm 8K announcing additional results of QCII's interraliew of the 2001 and 20(
financial statements and the estimated impactefdtal financial restatement for those years.
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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 Corporatiol

By: /s/ OREN G. SHAFFER

Vice Chairman and Chief Financial Officer
(Duly Authorized Officer and Principal Financial drChief Accounting
Officer)

January 12, 2004
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QuickLinks-- Click here to rapidly navigate through this domnt

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 coraynuntrue statement of a material fact or om#itéde 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 condensed consolidataddial statements, and other financial informatiecluded in this report, fairly
present in all material respects the financial oo results of operations and cash flows ofréngistrant as of, and for, the periods
presented in this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte 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 consolidhgibsidiaries, 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 registrantdalisre controls and procedures and presentedsimeport 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 regissanternal control over financial reporting tleacurred during the registrar
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant's auditors and thatauaanmittee 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 involvesniaggement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: January 12, 2004

/s/ RICHARD C. NOTEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and Presic
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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 coraynuntrue statement of a material fact or om#itéde 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 condensed consolidataddial statements, and other financial informatiecluded in this report, fairly
present in all material respects the financial oo results of operations and cash flows ofréngistrant as of, and for, the periods
presented in this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte 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 consolidhgibsidiaries, 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 registrantdalisre controls and procedures and presentedsimeport 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 regissanternal control over financial reporting tleacurred during the registrar
most recent fiscal quarter (the registrant's fofigital quarter in the case of an annual repod) tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant's auditors and thatauaanmittee 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 involvesniaggement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: January 12, 2004

/s/ OREN G. SHAFFER

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 ForrQlfor the quarter ended March 31 2003, fully capwlvith 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 operatiorQufest. This written statement is being furnisteethe Securities and Exchange Commission
as an exhibit to such Form IQ-A signed original of this statement has beewigexrl to Qwest and will be retained by Qwest andifined t
the Securities and Exchange Commission or its sfaif request.

Dated: January 12, 2004 By: /s RICHARD C. MEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and Presid

Dated: January 12, 2004 By: /sl OREN G. SHAFFER

Oren G. Shaffer
Vice Chairman and Chief Financial Offic
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