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QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS)

(UNAUDITED)
THREE MONTHS SIX MONTHS
ENDED ENDED
JUNE 30, JUNE 30,

2001 2000 2001 2000

Revenues:
Commercial SeIvViCes.....cccoovvvenvvvvenene L $1,392 $1,198 $2,739 $2,363
Consumer and small business services............. ... 1,504 1,463 3,000 2,892
Switched access services.......ccoccvvcceeees L 268 361 544 718
Total revenues.......ccooeeeevvccveeees L 3,164 3,022 6,283 5,973
Operating expenses:
Employee-related expenses.........cccoeveeeeees L 664 803 1,444 1,601
Other operating €Xpenses.......ccooeveeveceeeees L. 701 736 1,406 1,513
Depreciation and amortization.................... . . 699 577 1,373 1,141
Depreciation adjustment for access lines returned to
SEIVICE..uuiii et eaeeeeee 222 - 222 -
Merger-related and other one-time charges....... ... 23 116 137 120
Total operating expenses..........coeeee. L 2,309 2,232 4,582 4,375
Operating iNCOMe.......ccovvviiiieiiiiieaeeeeeee 855 790 1,701 1,598
Other expense (income) - net:
Interest expense - Net.......ooovvevvvvvveeeee L 152 125 299 244
Gain on sale of rural exchanges...................— .. (50) - (50) --
Other (income) expense - Net......cccceeeeeeeee L 2) 13 (10) 19
Total other expense - net..........co.... . . 100 138 239 263

Income before income taxes............ccoeeeeeeeeee. L 755 652 1,462 1,335
Income tax provision........ccceceeeeevvicveeens L 286 247 552 505

NEtINCOME.....ooeviieciieiee e $ 469 $ 405 $ 910 $ 830

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 assets:
Cash and cash equivalents
Accounts receivable - net...
Inventories and supplies.....
Prepaid and other.............ccocoienine.

Total current assets............cc......
Property, plant and equipment - net................
Other assets - Net.........cccceevvireveiennnen.

Total assetS......cccccveeeeeeieriennnns

LIABILITIES AND STOCKHOLD

Current liabilities:
Short-term borrowings...........cccceeeeineeen.
Accounts payable..........ccccccveveniennnnnn.
Accrued expenses and other current liabilities...
Advance billings and customer deposits...........

Total current liabilities
Long-term borrowings.......cccceeeeveviiiivnnnnns
Post-retirement and other post-employment benefit

obligations..........cccoviiiiiiiiiieies
Deferred taxes, credits and other..................
Contingencies (Note 5)
Stockholder's equity:
Common stock - one share without par value, owned
parent..................
Accumulated defiCit..........ccccveerviineeennne
Accumulated other comprehensive loss.............

Total stockholder's equity...............

Total liabilities and stockholder's equit

JUNE 30,
2001

DECEMBER 31,
2000

(UNAUDITED)
......... $ 138 $ 252
......... 2,141 1,816
......... 211 152
......... 252 224
......... 2,742 2,444
......... 19,415 18,100
......... 2,648 2,298
......... $24,805  $22,842
ER'S EQUITY
......... $3,399  $2,491
......... 1,794 1,727
......... 1,345 1,772
......... 371 383
......... 6,909 6,373
......... 6,135 6,247
......... 2,495 2,310
......... 2,801 2,647
by
......... 8,416 8,127
......... (1,950)  (2,861)
--------- @ )
......... 6,465 5,265
YA $24,805  $22,842

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



QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN MILLIONS)

(UNAUDITED)
SIX MONTHS
ENDED
JUNE 30,
2001 2000
Cash provided by operating activities............... ... $2,192 $2,026
INVESTING ACTIVITIES
Expenditures for property, plant and equipment... ... (2,996) (2,588)
Other. oo (76)  (35)
Cash used for investing activities.............. ... (3,072) (2,623)
FINANCING ACTIVITIES
Net proceeds from short-term borrowings.......... ... 878 876
Proceeds from issuance of long-term borrowings... ... - 992
Repayments of long-term borrowings.......c........ . ... (115) (270)
Dividends paid on common stock.......cccceeeeeee. L - (821)
Other....cccooiiiiiiiiieee 3 -
Cash provided by financing activities............. ... 766 777
CASH AND CASH EQUIVALENTS
Increase (decrease).......cocccevvvvveeenscees (114) 180
Beginning balance.........cccccoocveinneeeee. Ll 252 61
Ending balance.......ccccooeevveiivineiees $ 138 $ 241

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 AND SIX MONTHS ENDED JUNE 30, 2001
(UNAUDITED)

NOTE 1: BASIS OF PRESENTATION

The condensed consolidated financial statemenisdadhe accounts of Qwest Corporation ("Qwest'w®" or "us" or "our") and our wholl
owned subsidiaries. On June 30, 2000, Qwest Contations International Inc. ("QCII") completed itsgaisition (the "Merger") of our
parent company, U S WEST, Inc. ("U S WEST"). Eaatstanding share of U S WEST common stock was atenénto the right to receive
1.72932 shares of QCIl common stock. In additilimastanding U S WEST stock options were conwkitgo options to acquire QCII
common stock. The Merger has been accounted faragerse acquisition under the purchase methadaafunting with U S WEST being
deemed the accounting acquirer and QCII the acdjeingéity. As U S WEST was deemed the accountingiegq its historical financial
statements have been carried forward as thoseafaimbined company. We are a wholly owned indisabisidiary of QCII.

The condensed consolidated interim financial statgmare unaudited. We prepared the financialretiés in accordance with the
instructions for Form 10-Q. In compliance with thasstructions, certain information and footnotectbsures normally included in the
financial statements prepared in accordance witleigdly accepted accounting principles have bead@&aesed or omitted. We made certain
reclassifications to previously reported balancesoinform with the current year presentation. Imaggement's opinion, all adjustments
(consisting only of normal recurring adjustmentsgessary to present fairly the consolidated resfiltperations, financial position and cash
flows as of June 30, 2001 and for all periods presktwere made. These financial statements sheutddd in conjunction with the audited
financial statements incorporated by referencaiinfmnual Report on Form 10-K for the year endeddbeber 31, 2000. The condensed
consolidated results of operations for the threlesix months ended June 30, 2001 are not necassuitative of the results expected for the
full year.

NOTE 2: MERGER-RELATED AND OTHER ONE-TIME CHARGES

For the three and six months ended June 30, 208inaurred the following Merger-related and otheedime pre-tax charges totaling $23
million and $137 million, respectively.

THREE MONTHS SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,

2001 2000 2001 2000

(DOLLARS IN MILLIONS)

Contractual settlements and legal contingencies.... .. $(17) $54 $34 $54
Severance and headcount-related charges............ .. (8 49 39 49

Other Merger-related and one-time charges.......... .. 48 13 64 17

Total Merger-related and other one-time
charges......coccoeeveeeieeecieeenn, .. $23 $116 $137 $120

The decreases in contract settlements and sevesaddeeadcount-related charges for the three memithsd June 30, 2001 were due to
adjustments of charges accrued in prior periods.SBverance charge for the six months ended Jyrg980 covers a workforce reduction of
approximately 2,400 employees who were involuntaakminated. For the three months ended June(®Xl,,2he severance and headcount-
related charges were more than offset by the adprss of prior period charges described above.Qfleeger-related and one-time charges
include professional fees, re-branding costs ahdratosts related to the integration of U S WESA @&II. Additionally, other Merger-
related and one-time charges include asset impatrof@rges of $20 million for the three and six therended June 30, 2001.

For the three and six months ended June 30, 208Maurred $116 million and $120 million, respeetiy in Merger-related charges. These
primarily consisted of contractual settlementsgsamce and headcount charges
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S -- (CONTINUED)
THREE AND SIX MONTHS ENDED JUNE 30, 2001
(UNAUDITED)

resulting from payments to employees who left thsitess upon the consummation of the Merger aedtien bonus payments that were
subject to the successful completion of the Merger.

A summary as of June 30, 2001 of Merger-relatedggsaccrued at December 31, 2000 and subsequaigipns and charges against those
accruals and provisions follows:

DECEM BER 31, JUNE 30,
2 000 CURRENT  CURRENT 2001
BAL ANCE PROVISION UTILIZATION BALANCE

(DOLLARS IN MILLIONS)
Contractual settlements and legal

CONtiNGENCIES......oeeiiiiiiiiieiiiene $ 355 $34 $158 $231
Severance and headcount-related charges..... 100 48 81 67

Other Merger-related and one-time charges... 15 55 53 17

Total Merger-related and other
one-time charges................ $ 470 $137 $292 $315

We do not foresee any additional Merger-relatedgdeand anticipate that the majority of the $31l5an accrual at June 30, 2001, will be
paid by the end of the fiscal year. However, legaitingencies will be paid as the related mattezgesolved. When the matters are finalized,
any differences between amounts accrued and guayaients will be reflected in results of operatiansa charge or benefit.

NOTE 3: ACCESS LINES RETURNED TO SERVICE

During 1999 and 2000, U S WEST committed to setiragimately 800,000 access lines to third-partgdemmunications service providers,
including approximately 570,000 access lines t&its Communications Company ("Citizens"). Becahese access lines were "held for
sale," we discontinued recognizing depreciatioreesg on these assets and recorded these asbetsoater of their cost or fair value, less
estimated cost to sell.

On July 20, 2001, we terminated our agreement @itlzens under which the majority of the remainaagess lines were to have been sold
and ceased actively marketing the remaining liAssa result, the remaining access lines were rsifiked as being "held for use" as of June
30, 2001. The access lines were measured indivdaithe lower of their (a) carrying value befehey were classified as held for sale,
adjusted for any depreciation (amortization) expemrsimpairment losses that would have been rezedrtiad the assets been continuously
classified as held and used, or (b) their fair gadtiJune 30, 2001. The required adjustments toatrging value of the individual access lines
are included in income from continuing operatiomsthe three and six months ended June 30, 2004 r&sulted in a charge to depreciation
of $222 million.

In April 2001, we sold approximately 38,000 acd@sss resulting in a gain for the three and six therended June 30, 2001 of $50 million.
NOTE 4: SEGMENT INFORMATION

We operate in three segments: retail services, eglate services and network services. The retailcgsr segment provides local telephone
services, long-distance services, wireless senanodsdata services. The wholesale services segmavitles exchange access services that
connect customers to the facilities of interexcleaogrriers ("IXCs") and interconnection to our ¢elemunications network to competitive
local exchange carriers ("CLECs"). The network m@w segment provides access to our telecommumicatietwork, including our
information technologies, primarily to our retadirgices and wholesale services segments. We providservices to more than 25 million
residential and business customers in Arizona,



QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S -- (CONTINUED)
THREE AND SIX MONTHS ENDED JUNE 30, 2001
(UNAUDITED)

Colorado, Idaho, lowa, Minnesota, Montana, Nebralleav Mexico, North Dakota, Oregon, South DakotsH)Washington and Wyoming
(our "local service area").

Following is a breakout of our segments, which wieaeted from the financial statements of QCII. @&&rrevenue and expenses of QCII are
included in the segment data, which we eliminatethé reconciling items column. Additionally, besatsignificant expenses of operating the
retail services and wholesale services segmentsaaralocated to such segments for decision maginmgoses, management does not believe
the segment margins are representative of the lampeaating results of the segments for Qwest. fegin for the retail services and
wholesale services segments excludes network apo@ie expenses. The margin for the network sesvéegment excludes corporate
expenses. The "other" category includes unallocedeplorate expenses and revenues. Asset informagieegment is not provided to our
chief operating decision-maker. The communicatems related services column represents the tothlkofetail services, wholesale services
and network services segments.

TOTAL

COMMUNICATIONS
RETAIL WHOLESALE NETWORK  AND RELATED RECONCILING CONSOLIDATED
SERVICES SERVICES SERVICES SERVICES OTHER ITEMS TOTAL

(DOLLARS IN MILLIONS)

THREE MONTHS ENDED
JUNE 30, 2001

Operating revenues......... $4,075  $763 $ 28 $4,866 $ 8 $(1,710) $3,164
Margin(1)......ccceeeveenne 3,121 635 (1,705) 2,051 (247) (5) 1,799
Capital expenditures....... 83 - 2,502 2,585 29 (1,194 1,420
2000
Operating revenues......... 2,380 790 57 3,227 -- (205) 3,022
Margin(1)......ccceeeueeene 1,510 578 (672) 1,416 (23) 90 1,483
Capital expenditures....... 175 58 1,180 1,413 - (54) 1,359
TOTAL
COMMUNICATIONS
RETAIL WHOLESALE NETWORK AND RELATED RECONCILING CONSOLIDATED
SERVICES SERVICES SERVICES SERVICES OTHER ITEMS TOTAL

(DOLLARS IN MILLIONS)

SIX MONTHS ENDED
JUNE 30, 2001

Operating revenues......... $7,940 $1,515 $ 84 $9,539 $ 44  $(3,300) $6,283
Margin(1)......cccceeueeene 6,074 1,260 (3,243) 4,091 (504) (154) 3,433
Capital expenditures....... 245 - 5,289 5,534 23 (2,561) 2,996
2000

Operating revenues......... 4,680 1,518 115 6,313 -- (340) 5,973
Margin(1)......cccceeueeene 2,978 1,160 (1,333) 2,805 (93) 147 2,859
Capital expenditures....... 329 82 2,268 2,679 - (91) 2,588
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S -- (CONTINUED)
THREE AND SIX MONTHS ENDED JUNE 30, 2001
(UNAUDITED)

A reconciliation from segment margin to income lefmcome taxes follows:

THREE MONTHS SIX MONTHS
ENDED JUNE 30, ENDED JUNE 30,

2001 2000 2001 2000

(DOLLARS IN MILLIONS)

Segment Margin.......cccceeveeevvveeicieeeeieee $1,799 $1,483 $3,433 $2,859
Depreciation and amortization..........ccceeeeeee. L 699 577 1,373 1,141
Depreciation adjustment for access lines returned t 0

SEIVICE..ciiiii it 222 -- 222
Merger-related and other one-time charges.......... ... 23 116 137 120
Other expense-net.......ccccoocvvvevvnicenennaes L 100 138 239 263
Income before income taxes.......cceeveveveveeee L $ 755 $ 652 $1,462 $1,335

(1) Segment margin represents total revenues lepgeerelated expenses and other operating expenses.efiegmrgin does not repres
cash flow for the periods presented and shouldaatonsidered as an alternative to net earninga @sdicator of our operating performance
or as an alternative to cash flows as a sourcigaitiity, and may not be comparable with segmentgmaas defined by other companies.

NOTE 5: CONTINGENCIES

Through June 2001, seven purported class actiompledms have been filed in various state courtsresgas and U S WEST on behalf of
customers in the states of Arizona, Colorado, Maot@, New Mexico, Oregon, Utah and Washington. ddraeplaints allege, among other
things, that from 1993 to the present, U S WESVjatation of alleged statutory and common law gétions, willfully delayed the provision
of local telephone service to the purported clasmivers. The complaints also allege that U S WESFapiesented the date on which such
local telephone service was to be provided to tipgrted class members. The complaints seek corafmegsiamages for purported class
members, disgorgement of profits and punitive daesaghe parties have signed agreements to sedteothplaints. As of June 2001, the
settlements have been approved by all of the courts

Various other litigation matters have been filediagt us. We intend to vigorously defend thesetanting claims.

We have provided for the above matters in our coséé consolidated financial statements as of JOn2@1. We do not expect any mate
adverse impacts in excess of such provision asudtref the ultimate resolution of these matters.

NOTE 6: NEW ACCOUNTING STANDARDS

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued Statement of Financial AccoogtStandards ("SFAS") No. 141,
"Business Combinations." This pronouncement eliteiddhe use of the "pooling of interests" methodafounting for all mergers and
acquisitions. As a result, all mergers and acqaisstwill be accounted for using the "purchase"modtof accounting. SFAS No. 141 is
effective for all mergers and acquisitions initchgfter June 30, 2001. Adoption of this pronounaanh@s no impact on our results from
operations or our financial position.

In June 2001, the FASB issued SFAS No. 142, "Golbawd Other Intangible Assets." This statementrasises financial accounting and
reporting for intangible assets (excluding goodvatiquired individually or with a group of otheisats at the time of their acquisition. It also
addresses financial accounting and reporting fodgall and other intangible assets subsequentd #tquisition. Intangible assets
(excluding goodwill)



QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S -- (CONTINUED)
THREE AND SIX MONTHS ENDED JUNE 30, 2001
(UNAUDITED)

acquired outside of a business combination wilinitéally recorded at their fair value. If the imgible asset has a finite useful life, it will be
amortized over that life. Intangible assets withiratefinite life are not amortized. Both types wifaingible assets will be reviewed annually
impairment and a loss recorded when the asset\arm@amount exceeds its value. Goodwill will beated similar to an intangible asset with
an indefinite life. SFAS No. 142 is effective fasdal years beginning after December 15, 2001.adugption of SFAS No. 142 will have no
impact on our consolidated financial results.

In June of 2001, the FASB issued SFAS No. 143, tAioting for Asset Retirement Obligations." Thistetaent deals with the costs of
closing facilities and removing assets. SFAS N@ tetjuires entities to record the fair value oégal liability for an asset retirement
obligation in the period it is incurred. This ca@sinitially capitalized and amortized over the aning life of the underlying asset. Once the
obligation is ultimately settled, any differenceveeen the final cost and the recorded liabilityegsognized as a gain or loss on disposition.
SFAS No. 143 is effective for years beginning aftene 15, 2002. We are currently evaluating theaththis pronouncement will have on
future consolidated financial results.



ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains or incorporates by refegéificrwardiooking statements," as that term is used in fddereurities laws, about Qwx
Corporation ("Qwest" or "us" or "we" or "our") finaial condition, results of operations and businébgse statements include, among ott

- statements concerning the benefits that we expiflatesult from our business activities and cert@ansactions we have completed, such as
increased revenues, decreased expenses and aggjuEtses and expenditures, and

- statements of our expectations, beliefs, futlaapand strategies, anticipated developments tireat matters that are not historical facts.

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

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

The most important factors that could prevent amfachieving our stated goals include, but ardimited to, the following:
- intense competition in the markets in which wenpete;
- changes in demand for our products and services;

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

- higher than anticipated employee levels, cagixglenditures and operating expenses;

- rapid and significant changes in technology aradkets;

- adverse changes in the regulatory or legislaiwaronment affecting Qwest's business;

- delays in Qwest's ability to provide interLATArgies within its 14-state local service area; and

- failure to achieve the projected synergies andrfcial results expected to result from the actjoisbf U S WEST, Inc. ("U S WEST"), by
Qwest on June 30, 2000 (the "Merger"), and diffieslin combining the operations of Qwest and U S/, which could affect our
revenues, levels of expenses and operating results.

Because these statements are subject to risksramedtainties, actual results may differ materidbm those expressed or implied by the
forward-looking statements. We caution you notlaxe undue reliance on the statements, which spelglas of the date of this report.

Further, the information contained in this documisra statement of our present intention and iedapon, among other things, the existing
regulatory environment, industry conditions, mark@tditions and prices, the economy in generaleamdissumptions. We may change our
intentions, at any time and without notice, basgdnuany changes in such factors, in our assumptiongherwise.

The cautionary statements contained or referréul ttois section should be considered in conneatiith any subsequent written or oral
forward-looking statements that Qwest or persotisgon our behalf may issue.
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We do not undertake any obligation to review orfronanalyst's expectations or estimates or toagdepublicly any revisions to any forward-
looking statements to reflect events or circumsgaradter the date of this report or to reflectdbeurrence of unanticipated events. In
addition, we make no representation with respeantomaterials available on the Internet, includimaterials available on our website.

RESULTS OF OPERATIONS
Three and Six Months Ended June 30, 2001 Compareditiv 2000

Certain nonrecurring items impacted net income during thedlaed six months ended June 30, 2001 and Jun®@0, Results of operatio
for the three and six months ended June 30, 2082600 excluding the effects of these items affelaswvs:

THREE MONTHS  SIX MONTHS ENDED
ENDED JUNE 30, JUNE 30,

2001 2000 2001 2000

(DOLLARS IN MILLIONS)

NEetiNCOME.....covviiiiiiiiiee e $469 $405 $ 910 $830
Non-recurring itemMS.....ccoveveevvvviiicieee 120 71 190 73
Adjusted netincome.........ccccovveevivieneees Ll $589 $476 $1,100 $903

Non-recurring items in 2001 and 2000 include:

- an after-tax charge of $14 million and $71 milligs23 million and $116 million, pre-tax, respeeli) for the three months ended June 30,
2001 and 2000, respectively, for Merger-related @her one-time charges

- an after-tax charge of $84 million and $73 milligh137 million and $120 million, pre-tax, respeety) for the six months ended June 30,
2001 and 2000, respectively, for Merger-related @heér one-time charges

- an after-tax charge of $136 million ($222 milligre-tax) for the three and six months ended 30n2001 for depreciation associated with
access lines returned to service

- an after-tax gain of $30 million ($50 million,etax) for the three and six months ended Jun@@@l for the sale of access lines.

Adjusted net income for the three and six montldednJune 30, 2001 increased $113 million or 23.@86$.97 million or 21.8%,
respectively, over the same periods for 2000. Theeses were primarily due to revenue growth dssatwith increased demand for our
wireless and data services, lower employee becasiis, such as pension and post-retirement, andawisgs associated with synergies
generated by the Merger. Partially offsetting thissms were higher operating costs driven by grawitiatives and higher depreciation
associated with the continued investment in ouvaek facilities.
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The following sections provide a more detailed désion of the changes in revenues and expenses.

THREE MONTHS ENDED JUNE 30, SIXM ONTHS ENDED JUNE 30,
20 01 2000 INCREASE (DECREASE) 2001 20 00 INCREASE (DECREASE)
(DOLLARS IN MILLIONS)
Revenues:
Commercial ServiCes..........ccoouvveuen.n. $1, 392 $1,198 $194 16.2% $2,739 $2, 363 $376 15.9%
Consumer and small business services........ 1, 504 1,463 41 2.8 3,000 2, 892 108 3.7
Switched access services...........c........ 268 361 (93) (25.8) 544 718 (174) (24.2)
Total revenues.........c.ccoeveeene 3, 164 3,022 142 4.7 6,283 5, 973 310 5.2
Operating expenses:
Employee-related expenses................... 664 803 (139) (17.3) 1,444 1, 601 (157) (9.8)
Other operating expenses...... . 701 736 (35) (48) 1,406 1, 513 (107) (7.1)
Depreciation and amortization 699 577 122 211 1,373 1, 141 232 20.3
Depreciation adjustment for access lines
returned to service..............cce.e. 222 - 222 - 222 - 222 -
Merger-related and other one-time charges... 23 116 (93) (80.2) 137 120 17 14.2
Total operating expenses.............. 2, 309 2,232 77 3.4 4,582 4, 375 207 4.7
Operating iNCOME...........ccerierinnens 855 790 65 82 1,701 1, 598 103 6.4
Other expense-(income) net:
Interest expense-net.............cceeevee 152 125 27 21.6 299 244 55 225
Other (income) expense-net (52) 13 (65) (500.0) (60) 19 (79) (415.8)
Total other expense-net 100 138 (38) (27.5) 239 263  (24) 9.1)
Income before income taxes 755 652 103 15.8 1,462 1, 335 127 95
Income tax provision................. 286 247 39 15.8 552 505 a7 9.3
Net income 469 $ 405 $ 64 158% $ 910 $ 830 $ 80 9.6%

REVENUES

Commercial services revenues are derived from sdlgernet, data, voice and wireless productsserdices to both retail and wholesale
business customers. The increases in commerciatssmrevenues for the three and six months endeel 30, 2001 versus the same periods
in 2000 were primarily attributable to growth idesof data products and services such as priveeahd digital subscriber line services. We
believe revenues from data products and servickaedgount for an increasingly larger portion ohumercial services revenue in future
periods.

Consumer and small business services revenuegaved from sales of Internet, data, voice and leg® products and services to the
consumer and small business markets. The incre@asessumer and small business services revenudis€fdhree and six months ended J
30, 2001 as compared to the same periods in 208@, primarily attributable to growth in revenuesnirthe increased sales of wireless
services and products. In both the three and sixthsoended June 30, 2001, data services revermeaitinued to increase when compared
to the three and six months ended June 30, 200QhEdhree months ended June 30, 2001 versulrtae nonths ended June 30, 2000,
reductions in intraLATA toll revenue caused by eesed competition offset some of the overall irswéa consumer and small business
services revenue.

Switched access services revenues are derivediiter and intra-state switched access from ingrarge carriers ("IXCs"). The decreases
in switched access services revenues for the #irdasix months ended June 30, 2001 as comparkd three and six months ended June 30,
2000, were principally attributable to increasechpetition and federal access reform that reducedates we are able to collect for the
switched access services. We believe revenuesdvgtohed access services will continue to be neglgtimpacted by federal access reform.

OPERATING EXPENSES
Employee-related expenses. Employee-related expémsade salaries and wages, benefits, payroidand contract labor.
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Employeerelated expenses decreased for the three and sithmmended June 30, 2001 as compared to the saindgi@ 2000, primarily du

to employee reductions and improvements in beneffiited costs. Improvements in benefitated costs are attributable to favorable reton
pension plan assets as well as changes in empbayedits. For the six months ended June 30, 2082880, pension credits, net of other
post-retirement benefits, of $139 million and $138ion, respectively, were recorded. The decreasmployee-related expenses associated
with headcount reductions has been partially otfgethe need to increase employee levels in thetreectors of our business, primarily
wireless and data communications. Additionallyré@sed commitments towards improving customer serincluding responding to
requests for installation and repair services, hiagalted in the hiring of additional employeeshiese areas.

Other operating expenses. Other operating expénslesle access charges paid to carriers for théngof local and long-distance traffic
through their facilities, taxes other than incorwe and other selling and general and adminisgatosts. The decreases in other operating
expenses for the three and six months ended Jurg980 as compared to the three and six monthsdehdee 30, 2000, were primarily
attributable to cost savings generated by the Mesgeh as the closure of redundant facilities gnetational synergies and a drop in our tax
(other than income tax) obligations. Offsetting sooifi the decreases were increases in our accesasegand costs associated with the sales
of data and wireless products and services.

Depreciation and amortization expense. The inceesdepreciation and amortization expense fothhee and six months ended June 30,
2001 as compared to the same periods in 2000, pvEnarily attributable to a one-time charge foregslines returned to service and higher
overall property, plant and equipment balancesltiagurom continued investment in our network.

During 1999 and 2000, U S WEST committed to sgtirapimately 800,000 access lines to third-partgdemmunications service providers,
including approximately 570,000 access lines tiz€its Communications Company ("Citizens"). Becdhsese access lines were "held for
sale," we discontinued recognizing depreciatioreesg on these assets and recorded these asbetsomtdr of their cost or fair value, less
estimated cost to sell.

On July 20, 2001, we terminated our agreement @itlzens under which the majority of the remainatgess lines were to have been sold
and ceased actively marketing the remaining liAssa result, the remaining access lines were rsifiled as being "held for use" as of June
30, 2001. The access lines were measured indiydagthe lower of their (a) carrying amount beftitey were classified as held for sale,
adjusted for any depreciation (amortization) expesrsimpairment losses that would have been rezedrfiad the assets been continuously
classified as held and used, or (b) their fair gatiJune 30, 2001. The required adjustments toatrging amount of the individual access
lines are included in income from continuing opierad for the three and six months ended June 3.2This resulted in a charge to
depreciation of $222 million.

Merger-related and other one-time charges. Fottite® and six months ended June 30, 2001, we edMerger-related and other one-time
pre-tax charges totaling $23 million and $137 milli respectively. The charge for the three montised June 30, 2001 includes $20 million
in asset impairment charges and $28 million of oierger-related and one-time charges. Contratdesstnts and severance and headcount-
related charges reflected net reductions in costthe current quarter of $17 million and $8 mitljgespectively, as the adjustments of che
accrued in prior periods more than offset currdrarges. For the six months ended June 30, 200lgevieelated and other one-time pre-tax
charges includes $34 million in contract settlerag$89 million of severance and headcount-relaltedges, $20 million in asset impairment
charges and $44 million of other Merger-related ane-time charges. The severance charge for theainths ended June 30, 2001 covers a
workforce reduction of approximately 2,400 emplo/@do were involuntarily terminated. Other Mergelated and on&me charges includ
professional fees, re-branding costs and othescekited to the integration of U S WEST and QCII.

Other expense-net. Interest expense increased Hyhrand $55 million for the three and six montrsded June 30, 2001, respectively, over
the same periods in 2000. The increases were chighier average debt balances to fund growth thita and network capital expenditures.
For the three and six months ended June 30, 208teeognized a $50 million gain on the sale of apipnately 38,000 access lines in Utah.
The remaining change for the three months endee 3002001 was primarily attributable to a redutiimregulatory interest
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expense. For the six months ended June 30, 2GfHcraase in regulatory interest expense and intieiczsme on a federal income tax refund
accounted for the remainder of the change.

Provision for income taxes. The effective tax rdteshe three and six months ended June 30, 20871.6% were consistent with the 37.8%
rates for the three and six months ended JuneC®@. 2

RECENT REGULATORY DEVELOPMENTS

As a general matter, we are subject to substametgilation, including requirements and restrictiarising under the Telecommunication Act
of 1996 (the "Act") and state utility laws, and tlides and policies of the Federal Communicatioamfission ("FCC"), state Public Utility
Commissions ("PUCs") and other governmental estifidis regulation, among other matters, currgmtbhibits us (with certain exceptions)
from providing retail or wholesale interLATA telemonunications services within our 14-state locaviserarea, and governs the terms and
conditions under which we provide services to austemers (including competing competitive localtetge carriers ("CLECSs") and IXCs
our local service area).

Interconnection. The FCC is continuing to intergihet obligations of incumbent local exchange cesr{lLECs") under the Act to
interconnect their networks with, and make unbudhdietwork elements available to, CLECs. These aeisestablish our obligations in our
local service area and our rights when we compettgide of our local service area. In addition, theted States Supreme Court is now
considering an appeal from a ruling of the Eighitcd@t Court of Appeals that the FCC's rules fog firicing of interconnection and
unbundled network elements by ILECs unlawfully fpuee ILECs from recovering their actual costs agineed by the Act.

Access Pricing. The FCC has initiated a numbero¢gedings that directly affect the rates and adsfgr access services that we sold or
purchased. It is expected that these proceedirtysedated implementation of resulting FCC decisiaiscontinue through 2002.

On May 31, 2000, the FCC adopted the access redadhuniversal service plan developed by the Coalifbr Affordable Local and Long-
Distance Service ("CALLS"). The adoption of the A48 proposal resolved many outstanding issues béfier&CC including: the court
remand of the 6.5% productivity factor; the treatinaf implicit universal service support; the traant of low-volume long-distance users;
and the next scheduled price cap review. The CAplas has a five year life and provides for thedwaling: elimination of the residential
presubscribed interexchange carrier charge; inessiassubscriber line charges; reductions in swilchiccess usage rates; the removal of
certain implicit universal service support from ess charges and direct recovery from end userss@nchitments from participating IXCs to
pass through access charge reductions to end Wgersave opted into the five-year CALLS plan.

Advanced Telecommunications Services. On two s¢paiaasions the FCC has ruled that advanced ssrpiovided by an ILEC are
covered by those provisions of the Act that govetephone exchange and exchange access servicdmwehallenged this finding,
contending that advanced services fit within neittegegory and are not properly treated as exchs@iggces. On April 20, 2001, the Court
Appeals vacated and remanded to the FCC its dlestsifn of DS2-based advanced services.

InterLATA Long-Distance Entry. Several Regional Beperating Companies ("RBOCs") have filed for griftto the interLATA long-
distance business. Although many of these appbicathave been supported by state PUCs, the FCeéjeamtied all applications until
December 1999. As of June 30, 2001, long-distant®oaty has been granted in the states of New Yiédnsas, Oklahoma, Texas,

Massachusetts and Connecticut.

We filed applications with all of our local serviaeea state PUCs for support of our planned agjgitsito the FCC for authority to enter the
interLATA long-distance business. Workshops andteal proceedings are underway at the state leesiainate our satisfaction of
requirements under the Act that must be met inrdiatean RBOC to obtain long-distance authority. Wéee agreed to test operational
support systems on a regional basis in thirteagrsgtand testing of those systems began in Mar6h.2Zesting in Arizona is being conducted
separately, and began in February 2001. We expédii¢ tFCC applications for at least one stateH®yénd of 2001 with the remaining
applications to be filed with the FCC at the en@@1 or in early 2002.
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Reciprocal Compensation for Internet Service Prerdd"ISPs"). On April 27, 2001, the FCC issueddader with regard to Intercarrier
Compensation for ISP bound traffic. The Order regflicarriers serving ISP bound traffic to reducgm®cal compensation rates over a 36
month period beginning with an initial reduction$0.0015 per minute of use and ending with a re#0d007 per minute of use. In addition,
a cap was placed on the number of minutes of usehich the terminating carrier may charge suchstatéis reduction will lower costs that
Qwest pays CLECs for delivering such traffic toestharriers.

NEW ACCOUNTING STANDARDS

In June 1998, the Financial Accounting Standardsr@¢'FASB") issued Statement of Financial AccoogtStandards ("SFAS") No. 133,
"Accounting for Derivative Instruments and Hedgihgivities.” This statement establishes accounéing reporting standards for derivative
instruments and hedging activities. SFAS No. 13Rires, among other things, that all derivativerimaents be recognized at fair value as
assets or liabilities in the consolidated balarieess and changes in fair value generally be rézedrcurrently in earnings unless specific
hedge accounting criteria are met. The adopticBFAS No. 133 on January 1, 2001 did not have amahimpact on our consolidated
financial results.

In September 2000, the FASB issued SFAS No. 146¢8Anting for Transfers and Servicing of Finangiasets and Extinguishments of
Liabilities.” This statement provides accountingl aeporting standards for transfers and servicirfgnancial assets and extinguishment of
liabilities. SFAS No. 140 requires that after antifeer of financial assets, an entity continuestmgnize the financial and servicing assets it
controls and the liabilities it has incurred aneéslaot recognize those financial and servicingtasgleen control has been surrendered an
liability has been extinguished. SFAS No. 140 feetfve for transfers and servicing of financiasets and extinguishments of liabilities
occurring after March 31, 2001. Adoption of SFAS. N40 did not have a material impact on our codsddid financial results.

In June 2001, the FASB issued SFAS No. 141, "Bssit@mbinations.” This pronouncement eliminatedigesof the "pooling of interests"
method of accounting for all mergers and acquisgtidAs a result, all mergers and acquisitions péllaccounted for using the "purchase"
method of accounting. SFAS No. 141 is effectivedibmergers and acquisitions initiated after J88g2001. Adoption of this pronouncem
has no impact on our results from operations offioancial position.

In June 2001, the FASB issued SFAS No. 142, "Golbdwd Other Intangible Assets." This statementesises financial accounting and
reporting for intangible assets (excluding goodvatiquired individually or with a group of otheisats at the time of their acquisition. It also
addresses financial accounting and reporting fodgdll and other intangible assets subsequentd #tquisition. Intangible assets
(excluding goodwill) acquired outside of a businessibination will be initially recorded at theirifaalue. If the intangible asset has a finite
useful life, it will be amortized over that lifentangible assets with an indefinite life are nobaimed. Both types of intangible assets will be
reviewed annually for impairment and a loss recondien the asset's carrying amount exceeds ite v&@aodwill will be treated similar to
intangible asset with an indefinite life. SFAS Nd2 is effective for fiscal years beginning aftexd@mber 15, 2001. The adoption of SFAS
No. 142 will have no impact on our consolidatedfinial results

In June of 2001, the FASB issued SFAS No. 143, tAioting for Asset Retirement Obligations." Thistetaent deals with the costs of
closing facilities and removing assets. SFAS N@ tetjuires entities to record the fair value oégal liability for an asset retirement
obligation in the period it is incurred. This casinitially capitalized and amortized over the @éning life of the underlying asset. Once the
obligation is ultimately settled, any differenceveeen the final cost and the recorded liabilityegsognized as a gain or loss on disposition.
SFAS No. 143 is effective for years beginning aftene 15, 2002. We are currently evaluating theaththis pronouncement will have on
future consolidated financial results.
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PART Il -- OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

On July 23, 2001, we filed a demand for arbitragainst Citizens Communications alleging thatéalched Agreements for Purchase and
Sale of Telephone Exchanges dated as of June 28, bh8tween Citizens Utilities Company and U S WESmmunications, Inc., with
respect to the purchase and sale of exchangesaan&, Colorado, Idaho, lowa, Minnesota, Montanehtdska and Wyoming. The demand
for arbitration was filed after Citizens Communioas failed to close the exchange sales in viatatibthe terms of the Purchase Agreements.

For a discussion of other claims and proceedingiagrin the ordinary course of business, see [Sot€ontingencies" -- to the condensed
consolidated financial statements.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits

Exhibits identified in parentheses below, on filéhwthe United States Securities and Exchange Cesiaon, are incorporated herein by

reference as exhibits hereto. All other exhibits @rovided as part of this electronic submission.

EXHIBIT
NUMBER

-- Reorganization and Divestiture Agre
November 1, 1983, between American
Telegraph Company, U S WEST Inc., a
affiliated companies, including The
Telephone and Telegraph Company, No
Telephone Company, Pacific Northwes
Company and NewVector Communication
to Form 10-K for the period ended D

No. 1-3040).

ement, dated as of
Telephone and

nd certain of their
Mountain States
rthwestern Bell

t Bell Telephone

s, Inc. (Exhibit 10a
ecember 31, 1983, File

(2.2) -- Articles of Merger including the PI an of Merger between
The Mountain States Telephone and T elegraph Company
(renamed U S West Communications, | nc.) and Northwestern
Bell Telephone Company. (Incorporat ed herein by this
reference to Exhibit 2a to Form SE filed on January 8,
1991, File No. 1-3040).

(2.3) -- Articles of Merger including the PI an of Merger between
The Mountain States Telephone and T elegraph Company
(renamed U S WEST Communications, | nc.) and Pacific
Northwest Bell Telephone Company. ( Incorporated herein by
this reference to Exhibit 2b to For m SE filed on January
8, 1991, File No. 1-3040).

(3.1) -- Amended Articles of Incorporation o f the Registrant filed
with the Secretary of State of Colo rado on July 6, 2000,
evidencing change of Registrant's n ame from U S WEST
Communications, Inc. to Qwest Corpo ration (incorporated
by reference to Qwest Corporation's quarterly report on
Form 10-Q for the quarter ended Jun e 30, 2000).

3.2) -- Restated Articles of Incorporation of the Registrant.
(Incorporated herein by this refere nce to Exhibit 3a to
Form 10-K filed on April 13, 1998, File No. 1-3040.)

(3.3) -- Bylaws of the Registrant, as amende d. (Incorporated
herein by this reference to Exhibit 3b to Form 10-K filed
on April 13, 1998, File No. 1-3040.

(4.2) -- No instrument which defines the rig hts of holders of long
and intermediate term debt of the R egistrant is filed
herewith pursuant to Regulation S-K , Item 601(b) (4)

(iii) (A). Pursuant to this regulat ion, the Registrant
hereby agrees to furnish a copy of any such instrument to
the SEC upon request.

4.2) -- Indenture, dated as of October 15, 1999, by and between U

S WEST Communications, Inc. and Ban
NA, as Trustee (Exhibit 4b to Form
ended December 31, 1999, File No. 1
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EXHIBIT

NUMBER

(10.2) -- Form of Agreement for Purchase and
Exchanges, dated as of June 16, 199
Utilities Company and U S WEST Comm
(Exhibit 99-B to Form 8-K dated Jun
1-3040).

(10.4) -- 364-Day $4.0 billion Credit Agreeme

2000, among U S WEST Capital Fundin
and U S WEST, Inc., the banks liste
Guaranty Trust Company of New York,
agent (Exhibit 10-L to Form 10-Q fo
March 31, 2000, File No. 1-3040).

(10.5) -- Purchase Agreement, dated as of Jun
WEST Communications, Inc. and Lehma
Merrill Lynch & Co., Merrill Lynch,
Smith Incorporated, Banc of America
J.P. Morgan Securities Inc. as Repr
Initial Purchasers listed therein (

S-4 filed October 11, 2000).

(10.6) -- Registration Rights Agreement, date
among U S WEST Communications, Inc.
Purchasers listed therein (Exhibit
October 11, 2000).

(10.7) -- 364-Day $4.0 billion Credit Agreeme
2001, among Qwest Capital Funding,
Corporation, Qwest Communications |
banks listed therein and Bank of Am
administrative agent (incorporated
Exhibit 10.38 to Qwest Communicatio
Inc.'s quarterly report on Form 10-
March 31, 2001).

() Previously filed.
(b) Reports on Form 8-K filed during the secondrtgraof 2001.
(i) Qwest has not filed a Form 8-K during the pdrio
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SIGNATURES

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

Qwest Corporation

By: /sl MARK A. SCHUMACHER

Mark A. Schumacher
Controller

August 14, 2001
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