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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2005
or

00  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
Commission File No. 001-03040

QWEST CORPORATION

(Exact name of registrant as specified in its chaetr)

Colorado 84-027380C
(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)

1801 California Street, Denver, Colorado 80202

(Address of principal executive offices) (Zip Code)

(303) 992-1400

(Registrant’s telephone number, including area code

N/A

(Former name, former address and former fiscal yearif changed since last report)

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

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 days. Ye&l No O

Indicate by check mark whether the registrant iaarelerated filer (as defined in Rule 12b-2 offtxehange Act). Yes[d No

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). YesO No
On October 31, 2005, one share of Qwest Corporatiommon stock was outstanding.
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GLOSSARY OF TERMS

Our industry uses many terms and acronyms thatrmotipe familiar to you. To assist you in readinig tiocument, we have provided
below definitions of some of these terms.

Access Lines<Telephone lines reaching from the customer’s presie a connection with the public switched teleghoetwork.
When we refer to our access lines we mean all @gsmmarkets, wholesale and business access hiokgling those used by us
our affiliates.

Asynchronous Transfer Mode (ATPA broadband, network transport service that praviaéast, efficient way to move large
guantities of informatior

Bell Operating Company (BOCAs defined in the Telecommunications Act of 199& term includes Qwest Corporation, as the
successor to U S WEST Communications, Inc. Undeidlecommunications Act of 1996, “Bell Operatingn@pany” also would
include any successor or assign of Qwest Corpard#tiat provides wireline telephone exchange ser

Competitive Local Exchange Carriers (CLECBEglecommunications providers that compete withnysroviding local voice
services in our local service ar

Customer Premises Equipment (CPElecommunications equipment sold to a customegliysin connection with our providing
telecommunications services to that custor

Dedicated Internet Access (Dl/nternet access ranging from 128 kilobits per sddor2.4 gigabits per second.
Digital Subscriber Line (DSLA technology for providing high speed data commatians over telephone lines.
Frame RelayA high speed switching technology, primarily usednterconnect multiple local networks.

Incumbent Local Exchange Carrier (ILE(A traditional telecommunications provider, suchtagest Corporation, that, prior to the
Telecommunications Act of 1996, had the exclusightrand responsibility for providing local telecomanications services in its
local service are:

Integrated Services Digital Network (ISDIA telecommunications standard that uses digitalsiraission technology to support
voice, video and data communications applicatiores cegular telephone line

Interexchange Carriers (IXCsTelecommunications providers that provide longatise services to end users by handling calls tha
are made from a phone exchange in one LATA to @hange in another LATA or between exchanges wthirATA.

InterLATA lon¢distance service§.elecommunications services, including “800” seegicthat cross LATA boundaries.

Internet Dial Acces<Provides ISPs and business customers with a compsete, reliable and cost-effective dial-up network
infrastructure

Internet Protocol (IP)A protocol for transferring information across tnéernet in packets of data.
Internet Service Providers (ISPBusinesses that provide Internet access to ratsibmers.

IntraLATA lon¢-distance serviceghese services include calls that terminate outidaller's local calling area but within their
LATA, including wide area telecommunications seevar “800” services for customers with geograpMychighly concentrated
demand

Local Access Transport Area (LAT.A geographical area in which telecommunicationsjg@rs may offer services. There are 163
LATAs in the United States and 27 in our local sexarea
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» Local Calling AreaA geographical area, usually smaller than a LATA&him which a customer can make telephone callbauit
incurring lon¢-distance charges. Multiple local calling areas galhemake up a LATA

» Private LinesDirect circuits or channels specifically dedicatedhe use of an end-user organization for the gaemf directly
connecting two or more site

* Public Switched Telephone Network (PSTThe worldwide voice telephone network that is asites to every person with a
telephone and a dial tor

* Unbundled Network Elements (UNEs) Platform (UNEB#3crete elements of our network that are solccaséd to competitive
telecommunications providers and that may be coetbin provide their retail telecommunications segsi

» Virtual Private Network (VPN)A private network that operates securely withirullig network (such as the Internet) by means of
encrypting transmission

» Voice over Internet Protocol (VolPAn application that provides real-time, two-way a@icapability originating in the Internet
protocol over a broadband connecti
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS)

(UNAUDITED)

Operating revenu
Operating reveni—affiliates

Total operating revent
Operating expense
Cost of sales (exclusive of depreciation and arnaititn)
Cost of sale—affiliates
Selling, general and administrati
Selling, general and administrat—affiliates
Depreciatior
Amortization of capitalized software and other ngble asset
Asset impairment chargs

Total operating expens
Operating incom:
Other expense (income
Interest expen—net
Loss on early retirement of d—net
Other incom—net
Total other expen—net

Income before income taxes, and discontinued apes
Income tax expens

Income from continuing operatiol

Loss from discontinued operations, net of taxe$0$0, $0 and $34,

respectively

Net income

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

Three Months Ended
September 30,

2005

$ 2,21¢
251

2,47(C

554
56
43¢
26¢
587
79

2004

$ 2,28
27¢

2,56(

54¢
72
41z
25¢€
582
87
18

Nine Months Ended
September 30,

2005

$ 6,74¢
814

7,56:

1,611
174
1,32¢
814
1,744
25¢

5,92z
1,641
45E
37
)
477

1,16¢
(442)

72z

$ 72z

2004

$ 7,01C
731

7,741
1,62¢
242
1,352
772
1,742
274
37
6,04:
1,69¢
43¢
6
(21)
424

1,274
(49¢)

77¢
(53

$ 72t
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QWEST CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS
(DOLLARS IN MILLIONS)
(UNAUDITED)

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivable (less allowance for doubtfoants of $61 and $72, respective
Accounts receivab—affiliates
Prepaid and other ass:

Total current asse

Property, plant and equipm—net

Capitalized software and other intangible a—net
Prepaid pension ass

Other asset

Total asset

LIABILITIES AND STOCKHOLDER 'S EQUITY

Current liabilities:

Current borrowing:

Accounts payabl

Accounts payab—affiliates

Dividends payab—QSC

Accrued expenses and other current liabili

Deferred revenue and advanced billii

Total current liabilities

Long-term borrowings (net of unamortized debt discodr#181 and $138, respectivel
Pos-retirement and other p-employment benefit obligatior

Deferred income taxe

Other lon¢-term liabilities

Total liabilities
Commitments and contingencies (Note
Stockholde’s equity:
Common stoc—one share without par, owned by Q
Accumulated defici
Accumulated other comprehensive inca
Total stockholde's equity

Total liabilities and stockhold’s equity

The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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September 3C

2005

$ 317

1,06¢
12¢
29€

1,881
14,27¢
63€
1,007
32C

$ 18,12¢

$ 22
39¢
59¢€

42
707
48%

2,251
7,66:
2,84(
2,001

49¢

15,24¢

10,15:
(7,274)
2

2,87¢

$ 18,12

December 31

2004

$ 342
20€

1,06¢

15€

374

2,14
15,26¢
79¢€
1,021
35€

$ 19,59(

$ 40¢
367
67%
41Z
808
511

3,17:
7,25¢
2,83¢
2,19¢

531

15,98¢

10,15(
(6,54€)
3,60¢

$ 19,59
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QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN MILLIONS)
(UNAUDITED)

Nine Months Ended
September 30,

2005 2004

OPERATING ACTIVITIES
Net income $ 722 $ 72t
Adjustments to reconcile net income to net caskigea by operating activitie:

Loss from discontinued operations, net of — 53
Depreciation and amortizatic 1,99¢ 2,01¢
Provision for bad debt 53 14
Asset impairment chargs — 37
Deferred income taxe (159 (359
Income tax benefit distributed to Q¢ — (32
Loss on early retirement of de 37 6
Other nori-cash charge——net 15 12
Changes in operating assets and liabilit
Accounts receivabl (56) 162
Accounts receivab—affiliates 28 (29
Prepaid and other current ass 35 58
Accounts payable and accrued expet (64) (264)
Accounts payab—affiliates (79 59
Deferred revenue and advance billit (52 (147
Other nor-current assets and liabiliti 33
Cash provided by operating activiti 2,512 2,345
INVESTING ACTIVITIES
Expenditures for property, plant and equipn (859 (1,137
Proceeds from sale of property, plant and equipi — 5
Interest in net proceeds from investments manage&gSC 14¢ 11¢
Other 16 5
Cash used for investing activiti (690 (2,009
FINANCING ACTIVITIES
Proceeds from lor-term borrowings 1,15C 57t
Collection on note receival—affiliate — 332
Repayments of lor-term borrowings, including current maturiti (1,139 (747)
Dividends paid to QSt¢ (1,820 (1,83))
Equity infusion from QS( — 2,18t
Payment of current borrowin—affiliate by Qwest Wireles — (2,185
Debt issuance cos (18) (9)
Early retirement of debt cos (25) (5)
Cash used for financing activiti (1,847%) (1,685
CASH AND CASH EQUIVALENTS
Decrease in cash and cash equival (25) (350
Beginning balanc 342 65&
Ending balanci $ 317 $ 30E

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

Unless the context requires otherwise, referencdkis report to “QC” refer to Qwest Corporationeferences to “Qwest,” “we,” “us,”
the “Company” and “our” refer to Qwest Corporatioand its consolidated subsidiaries, and referenoe$xClII” refer to our ultimate
parent company, Qwest Communications Internatibmal and its consolidated subsidiarit

Note 1: Basis of Presentation

These condensed consolidated interim financia¢stahts are unaudited and are prepared in accordathicthe instructions for
Form 10-Q. In compliance with those instructiorestain information and footnote disclosures norgnaitiuded in consolidated financial
statements prepared in accordance with generadlypaed accounting principles in the United StafeSnoerica (“GAAP”) have been
condensed or omitted.

In the opinion of management, these statementadecll the adjustments necessary to fairly presentondensed consolidated results
of operations, financial position and cash flow®BSeptember 30, 2005 and for all periods presefitkese condensed consolidated finar
statements should be read in conjunction with titétad consolidated financial statements inclugedur annual report on Form 10-K for the
year ended December 31, 2004 (‘2004 Form 10-K”).The condensed consolidated results of operatiarthéothree and nine month peric
ended September 30, 2005 and the condensed catedlistatement of cash flows for the nine montiogeended September 30, 2005 are
not necessarily indicative of the results or cdsiv$ expected for the full year.

Until May 1, 2004, we provided wireless servicea®tigh our wholly owned subsidiary, Qwest Wirelet€L(“Qwest Wireless”). On
May 1, 2004, we transferred ownership of Qwest g to an affiliate. As a consequence, we no lohgee wireless operations, and the
results of Qwest Wireless are reported as a lass fliscontinued operations in our condensed cateseld statements of operations for the
nine months ended September 30, 2004. See Note axsfer of Qwest Wireless Operations, for additionfdrmation on the results of
Qwest Wireless.

Use of estimates

Our consolidated financial statements are preparadcordance with GAAP. These accounting prinsiperjuire us to make certain
estimates, judgments and assumptions. We belietdht estimates, judgments and assumptions maele adtounting for items and matters
such as long-term contracts, customer retentioiepes, allowance for bad debts, depreciation, amatitn, asset valuations, internal labor
capitalization rates, recoverability of assets,ampent assessments, employee benefits, taxesyessand other provisions and contingen
are reasonable, based on information availableedtime they are made. These estimates, judgmedtassumptions can affect the reported
amounts of assets and liabilities as of the datbetonsolidated financial statements, as welhaseported amounts of revenue and expe
during the periods presented. We also assess [@tesses in relation to threatened or pendingdtton and, if a loss is considered probable
and the amount can be reasonably estimated, wgnizeoan expense for the estimated loss. Actualteesould differ from these estimates.
See Note 6—Commitments and Contingencies.

Combined pension and post-retirement benefits

Our employees participate in the QCII pension aheémopost-employment healthcare and life insurdreseefit plans. We refer to the
combined pension and post-retirement healthcardifenidsurance benefits costs as net pension esgen

8
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

Depreciation and amortizatiol

Property, plant and equipment are shown net ofetggtion on our condensed consolidated balance.sheef September 30, 2005 a
December 31, 2004, accumulated depreciation wa8$#ion and $27.6 billion, respectively. Capitald software and other intangible
assets are shown net of amortization on our cordiecsnsolidated balance sheet. Accumulated ambotizaras $1 billion as of September
30, 2005 and December 31, 2004.

Stocl-based compensation

Some of our employees participate in QCII's stoaekdrl compensation plans. These plans are accdontgesing the intrinsic-value
recognition and measurement principles of AccognBninciples Board Opinion No. 25, “Accounting Btock Issued to Employees.” Under
the intrinsic value method no compensation exp&secognized for options granted to employees wherstrike price of those options
equals or exceeds the value of the underlying ggcur the measurement date. Any excess of th&k since on the measurement date over
the exercise price is recorded as deferred compensand amortized over the service period duritictv the stock option award vests using
the accelerated method described in Financial Aaitiog Standards Board (“FASB”) Interpretation (“F)NNo. 28, “Accounting for Stock
Appreciation Rights and Other Variable Stock OptiwrAward Plans.” QCII allocates to us our shar¢hefdeferred compensation expense
described herein based on options granted to oplogees.

Had compensation cost for our employees’ parti@pan the QCII stock-based compensation plans lbietéermined under the fair-
value method in accordance with the provisionstafe3nent of Financial Accounting Standards (“SFAS®) 123, “Accounting for Stock-
Based Compensation,” our net income would have bbanged to the pro forma amounts indicated below:

Three Months Ended Nine Months Ended
September 30, September 30,
2005 2004 2005 2004

(Dollars in millions)
Net Income

As reportec $ 2i1cC $ 274 $ 72z $ 72t
Deduct: Total stoclbased employee compensation exp

determined under the fair-value-based method for a

awards, net of related tax effects of $26, $3, $B8,

$8, respectivel (42) (5) (54) (15)
Pro forma net incom $ 16¢ $ 26¢ $ 66¢ $ 71C

The pro forma amounts reflected above may not peesentative of the effects on our reported natrime or loss in future years beca
the number of future shares to be issued undee thless is not known and the assumptions usedi¢ordime the fair value can vary
significantly. See “Recently issued accounting prorcements” below for further discussion of SFAS NeBR, “Share-Based
Payments” (“SFAS No. 123R").

On August 18, 2005, the Compensation and HumanuRes® Committee of QCII's Board of Directors accatfed the vesting of all
outstanding and unvested stock options that hawexartise price equal to or greater than $3.79¢Hhvivas the closing market price of QClII's
common stock on such date. As a result of the acatibdn, 25.7 million stock options, the majorifywhich were allocated to us by QCII,
became exercisable on August 18, 2005. Aside ftmratceleration of the vesting date, the termscanditions of the stock option
agreements governing the underlying stock optiensain unchanged.

9
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

The purpose of the acceleration was to avoid rezognfuture compensation expense associated wittatcelerated options upon the
adoption of SFAS No. 123R. SFAS No. 123R sets fadtounting requirements for “share-based” compg@&rsto employees and requires
companies to recognize in their income statemdetgitant-date fair value of stock options and o#grity-based compensation. QCI|
estimates that the amount of future compensatiperse incurred by and allocated to QC will be reduzy approximately $42 million over
the remaining vesting period of the options assaltef the acceleration.

Reclassifications

We utilize the cash management services of Qwestces Corporation, our direct parent (“QSC”). Q&ihcentrates our cash with that
of all other QSC subsidiaries and manages and taies cash on our behalf. We previously reportedaah and cash equivalents on our
balance sheets the amount of cash held by QSCrapebalf for cash management. QSC’s cash managguugftlio includes cash, money
market funds, qualified purchaser funds, repurcla@seements, commercial paper, investments in@ucdite securities and U.S. government
agency and corporate notes. In March 2005, QClassdied its investment in auction rate securitiesn cash and cash equivalents into
short-term investments in its consolidated balasieets. Following QCII's reclassification of théseestments, we decided that our
proportionate share of the QSC portfolio of invdstash and our agency relationship with QSC is rappropriately reflected by
reclassifying out of cash and cash equivalentsshtart-term and long-term investments our propoete share of the investment in auction
rate securities and U.S. government agency andcaignotes. Accordingly, we have reclassified $21l8on of cash and cash equivalents
as of December 31, 2004 into $206 million of shertn investments and $12 million of other non-coti@ssets in our condensed
consolidated balance sheets. We have reclassifieshtgrest in the investments managed by our pamesur condensed consolidated
statements of cash flows, decreasing cash usedviesting activities by $119 million from $1,127Ihuin to $1,008 million for the nine
months ended September 30, 2004. This reclassifichtis no impact on previously reported total @sseresults of operations or on our ¢
covenants and it does not affect previously reploctesh flows from operating or financing activities

Certain other prior period balances have beenssifiad to conform to the current presentation.

Recently adopted accounting pronounceme

In December 2004, the FASB issued SFAS No. 153¢chBrges of Non-Monetary Assetshich we have adopted starting July 1, 2(
Prior to the adoption of SFAS No. 153, we were negto measure the value of assets exchangedhimumetary transactions by using the
net book value of the asset relinquished. UnderSRA. 153, we now measure assets exchanged aafae, as long as the transaction has
commercial substance and the fair value of thetagsehanged is determinable within reasonablddimi non-monetary exchange has
commercial substance if the future cash flows efehtity are expected to change significantly essalt of the exchange. The adoption of
SFAS No. 153 has not had a material effect on imantial position or results of operations for theee months ended September 30, 2005.

Recently issued accounting pronounceme

In May 2005, the FASB, as part of an effort to @ynf to international accounting standards, issUefiSSNo. 154, “Accounting
Changes and Error Corrections,” which is effecfimeus beginning on January 1, 2006. SFAS No. Esdiires that all voluntary changes in
accounting principles are retrospectively appl@g@rior

10
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

financial statements as if that principle had alsvegen used, unless it is impracticable to do demit is impracticable to calculate the
effects on all prior periods, SFAS No. 154 requitedt the new principle be applied to the earlpestod practicable. The adoption of SFAS
No. 154 is not anticipated to have a material éfbecour financial position or results of operasc

In April 2005, the Securities and Exchange Commis$iSEC”) delayed the effective date of SFAS N23R. SFAS No. 123R will
now be effective for us as of the interim reportpegiod beginning January 1, 2006. SFAS No. 123fires that compensation cost relating
to share-based payment transactions be recogmizéd financial statements based on the fair vafule equity or liability instruments
issued. SFAS No. 123R covers a wide range of dhased compensation arrangements including shaiasptestricted share plans,
performance-based awards, share appreciation agistemployee share purchase plans. We do noipatédhat the adoption of SFAS
No. 123R will have a material impact on our finahgosition or results of operatior

In March 2005, the FASB issued FIN No. 47, “Accangtfor Conditional Asset Retirement ObligationsFIN 47”). FIN 47 will be
effective for us on December 31, 2005 and requisst® recognize asset retirement obligations tteatanditional on a future event, such as
the obligation to safely dispose of asbestos whienilding is remodeled. Uncertainty about the tignor settlement of the obligation is
factored into the measurement of the liability. ®We in the process of quantifying the impact FINMIT have on our financial position and
results of operations.

Cash and cash equivalents, short-term investmentd bong-term investments

As noted above, we utilize the cash managemenicssrof QSC. QSC concentrates our cash with thall ather QSC subsidiaries and
manages and invests the cash on our behalf indacoe with its cash investment policy. The poliestricts investments to ensure
preservation of principal and maintenance of ligyidrhe cash balances we report on our balancetshepresent our portion of the QSC
portfolio of invested cash.

We consider cash on hand, deposits in banks amstiments purchased with original maturities oféhrenths or less to be cash and
cash equivalents. Although cash and cash equivalteiinces are generally unsecured, our balaneesaintained with financial institutions
that QSC and we believe are creditworthy. QSC’s éagestment policy limits the concentration of éstments with specific financial
institutions or among certain products and incluctésria related to credit worthiness of any marr financial institution.

The QSC portfolio of short-term investments hasdnisally consisted primarily of auction rate sdtias. Auction rate securities are
highly liquid, variable-rate debt securities. Whihe underlying security has a stated maturitypidally 20 to 30 years, the interest rate is
reset through dutch auctions that are typicallygtesery 7, 28 or 35 days, creating a highly ligsidgrt-term instrument. The securities trade
at par and are callable at par on any interest payuaiate at the option of the issuer. Interesaid gt the end of each auction period. The QSC
portfolio of short-term investments also includeSlhgovernment agency notes and corporate notscwitent maturities of less than twelve
months.

The QSC portfolio of short-term investments alsngists of U.S. government agency notes and coarges with maturities less than
twelve months.

11
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

Note 2: Transfer of Qwest Wireless Operations

On May 1, 2004, we transferred ownership of Qwestlass to an affiliate. The transfer was madénenform of a dividend to QSC,
and, as a result, no consideration was exchangeseltd®this transfer, we no longer have wirelessatmns, and the results of Qwest Wireless
operations are presented as discontinued operatighsse financial statements. Qwest Wirelesshages services from us that previously
were eliminated in our consolidation. Revenue egldb these services are reflected in our condelidstatements of operations.

The following table presents the summarized resiltsperations related to our discontinued openatior the nine months ended
September 30, 2004:

Nine Months Endec
September 30,
2004

(Dollars in millions)

Revenue
Wireless operating reveni $ 16¢
Qwest revenue from affiliate wireless operati (43
Total revenue 12t
Costs and expense
Costs of sale 64
Selling, general and administrati 88
Depreciation and amortizatic 7
Loss from operation (39
Other expen—net (53
Loss before income tax (87)
Income tax benef 34
Loss from discontinued operatio $ (53

Note 3: Borrowings
As of September 30, 2005 and December 31, 2004awowings, net of discounts and premiums, coedisf the following:

September 3C December 31

2005 2004

(Dollars in millions)
Current borrowings

Current portion of lon-term borrowings $ 21 $ 40C
Current portion of capital lease obligatic 1 5
Total current borrowing $ 22 $ 40¢

Long-term borrowings

Long-term notes $  7,65¢ $  7,25C
Long-term capital lease obligations and real estatest 5 5
Total lon¢-term borrowings $ 7,66: $ 7,25¢

12
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

Borrowing Activity

On June 17, 2005, QC issued a total of $1,150aniiin notes which consisted of $750 million of Fiog Rate Notes due 2013 with
interest at LIBOR plus 3.25% (7.14% as of Septen3Be2005) and $400 million of 7.625% Notes dueS20he notes are unsecured general
obligations and rank equally with all of QC’s otharsecured and unsubordinated indebtedness. Teaa@owvand default terms are
substantially the same as those associated witls QBer long-term debt. QC plans to file an excleaoffer registration statement for a new
issue of substantially identical notes within 3Bteadar days of the date of issuance of the ntitd® exchange offer registration statement
does not become effective within 315 calendar ddyke issuance of the notes or the exchange sffeot consummated within 45 days of
registration statement’s effectiveness date, tteeabwhich cash interest accrues will increas8.B%% per annum. The aggregate net
proceeds of approximately $1.13 billion from theuignces have been or will be used to fund invedinertelecommunication assets, repay
indebtedness and, to a limited extent, for otheega corporate purposes.

Repayment Activit

On June 7, 2005, QC commenced cash tender offetsdgurchase of up to $250 million of aggregateqgpal amount of its &/ 8%
Notes due 2005 (tHQC 6 5/ 8% Notes”), and up to $150 million of aggregate gipal amount of its 6/ 8 % Notes due November 15, 2005
(the “QC 61/ 8% Notes”). QC received and accepted tenders ofoxppately $211 million face amount of QC%68 % Notes for
$216 million, including accrued interest of $4 moifl, and approximately $129 million face amoun@Q& 6 1/ 8 % Notes for $131 million,
including accrued interest of $1 million. Also am& 20 and June 23, 2005 QC pre-paid an aggrefy@#s0 million face amount of the
$1.25 billion floating rate tranche of its senierrh loan that matures in June 2007 for $775 millinoluding accrued interest of $2 million.
These transactions resulted in a loss of $37 milioe to call and prepayment premiums that ranged 0.680% to 3.000%.

On September 15, 2005 we paid the remaining $3®mibf the QC 65/ 8% Notes that matured on that date.

Exchange Activity

On May 27, 2005, QC commenced registered exchaffiges dor its 7.875% Notes due 2011 (the “2011 Q&ds") and its 8/8%
Notes due 2012 (tH2012 QC Notes”) pursuant to the registration righgreements that QC entered into in connectidm tvé issuance of
these outstanding notes. The terms of the regis@0&1 QC Notes and 2012 QC Notes issued in theagxye offers are substantially ident
to the terms of the outstanding 2011 QC Notes &1@ Z)C Notes, respectively, except that the transfdrictions, registration rights and
additional interest provisions relating to the tansling notes do not apply to the registered n@€scompleted the registered exchange ¢
for the 2011 QC Notes and 2012 QC Notes on JUADB5.

Interest Rate Swap Activit

In 2004 we entered into interest rate swap agretweith notional principal amounts totaling $5789lmn. We previously disclosed
that these interest rate swap agreements werendésipas fair-value hedges, which effectively coreethe related fixedate debt to floatin
rate through the receipt of fixed-rate amountsichange for floating-rate interest payments. Wtiike structure of the swaps did not change,
we determined in the quarter ended March 31, 2B86these agreements did not meet all the requiresmie be treated as fair-value hedges.
As a result of this change, the changes in thevidire of the swap agreements were included irr dtiteme—net in our condensed
consolidated results of operations. Had we appliesisame accounting treatment to the swap agresrire8004, the impact would have b
less than $1 million in our 2004 financial statemsen
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In the quarter ended June 30, 2005, we termindted these interest rate swap agreements and$&aidillion to terminate the
agreements. The changes in fair value prior toitetion resulted in a $3 million non-operating léssthe nine months ended September 30,
2005 which is included in other income—net in con@densed consolidated results of operations.

Note 4: Restructuring Charges

The restructuring reserve balances discussed taiewcluded in our condensed consolidated balaheets in accrued expenses and
other current liabilities for the current portiondaother long-term liabilities for the long-termrpon. As of September 30, 2005 and

December 31, 2004, the amounts included as cuiadilities were $24 million and $49 million, resgively, and the londerm portions wer
$10 million and $12 million, respectively.

An analysis of activity associated with the exigtmnestructuring reserves for the nine months er®gatember 30, 2005 is as follows:

2004
Restructuring 2003 and Priol Totals
Restructuring
Plan Plans
(Dollars in millions)

Balance at December 31, 2C $ 37 $ 24 $ 61
Utilizations (18) 4 (22
Reversal: — 5) (5)

Balance at September 30, 2( $ 19 $ 15 $ 34

We, as part of QCIE 2004 and prior restructuring plans identifiedcsfieemployee reductions in various functionalas¢o balance o
workload with business demands. As of Septembe2@05, approximately 2,030 of the 2,090 plannedleyge reductions associated with
QCII's 2004 employee reductions had been compl&edng the nine months ended September 30, 2004ytilized $18 million of the 2004
restructuring reserves for severance payments aarsa established severance policies.

In prior periods, as a part of the 2003 and prstnucturing plans, we permanently abandoned Zetetacilities with lease terms up to
20 years and planned employee reductions. The hl@dded employee reductions under QCII's 2003westring plan are complete. We

anticipate using the balance of the 2003 and peserve balances primarily for on-going outplacensenvices and remaining lease payments
provided by the plans.

Note 5: Contributions to QCII Segments and Revenuinformation

Our operations are integrated into and are pati@segments of the QCII consolidated group. Thef dperating decision maker
(“CODM") for QCII makes resource allocation decistoand assessments of financial performance fardhsolidated group based on
wireline services, wireless services and other sggation. For more information about QCII's repogtsegments, see QCII's annual report
on Form 10-K for the year ended December 31, 20@4QCII’'s quarterly report on Form XD-for the quarter ended September 30, 2005
business contributes to the segments reported by Q@& the QCII CODM reviews our financial inforti@n only in connection with our

quarterly and annual reports that we file with 8#C. Consequently, we do not provide our disciieential information to the CODM on a
regular basis.
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Due to the May 1, 2004 transfer of our wirelessrafiens to one of our affiliates, we no longer ud# wireless revenue and expenses in
our continuing operations. Wireless revenue aneéese are included in our discontinued operatioes.Nbote 2—Transfer of Qwest Wireless
Operations. Following the transfer of the wireleperations, essentially all of our operations dbaote to QCII's wireline services segment.
As such, we no longer report our contribution toll3egments, as this information does not diffexterially from our consolidated
statements of operations, excluding affiliate teami®ns. However, we continue to provide the follagventerprise-wide information on
revenue from external customers for each groupnufa products and services.

Three Months Ended Nine Months Ended
September 30, September 30,
2005 2004
2005 2004

(Dollars in millions)

Voice service: $ 1,667 $ 1,75¢ $ 5,097 $5,397
Data and Internet servic 54¢ 53C 1,63¢ 1,602
Other service 6 1 13 10
Total operating revent $ 2,21¢ $ 2,28¢ $6,74¢ $7,01(

Voice services. Voice services revenue includeallegice services, IntraLATA long-distance voiceviees and access services. Local
voice services revenue includes revenue from Basa exchange services, switching services, cust@liing features, enhanced voice
services, operator services, and collocation sesvicocal voice services revenue also includeswaérom the provision of network
transport, billing services and access to our loealvork on a wholesale basis. IntraLATA long-dista voice services revenue includes
revenue from IntraLATA long-distance services witbur local service area. Access services revaraledes fees charged to other long-
distance providers to connect to our network.

Data and Internet services. Data and Internetseswievenue includes data services (such as tnaditprivate lines, wholesale private
lines, frame relay, ISDN and ATM) and Internet segg (such as DSL, Internet dial access and rekgaipment).

We do not have any single major customer that ples/imore than ten percent of the total of our regaterived from external
customers.

Note 6: Commitments and Contingencies

QCll is involved in several legal proceedings taakhwe are not a party that, if resolved againstiQould have a material adverse
effect on our business and financial condition. Wege included below a discussion of these mattegsther with a discussion of those
matters to which we are a party (primarily thossedssed below under the “Regulatory Matters” suthimgaas well as the “Colorado action”
described below). Only those matters to which veeaaparty represent contingencies for which we megerded, or could reasonably
anticipate recording, an accrual. To the extent@mpate, QCII, or we, have provided reserves smteof the matters described below.

Throughout this note, when we refer to a clasoads “putative” it is because a class has beegedl, but not certified in that matter.
Until and unless a class has been certified by thet, it has not been established that the narnadtiffs represent the class of plaintiffs they
purport to represent.

15



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

DOJ Investigation and Securities Actions

The Department of Justice (“DOJfjvestigation and the securities actions descrilsdw present material and significant risks to
The size, scope and nature of the restatement€tfSonsolidated financial statements for 2008l 2000, which are described in QCII's
previously issued consolidated financial statemémtshe year ended December 31, 2002 (“QCII's 2Bbiancial Statements”), affect the
risks presented by this investigation and theserstas these matters involve, among other thiQ@s|'s prior accounting practices and
related disclosures. Plaintiffs in certain of teewities actions have alleged QCII's restateméitems in support of their claims. We can
give no assurance as to the impacts on our and€J¥@iancial results or financial condition that ynaltimately result from all of these
matters. During 2003 and 2004, QCII recorded resseiw its financial statements totaling $750 miilia connection with these matters. On
October 21, 2004, QCII entered into a settlemettt thie SEC concluding a formal investigation conoeg QCII's accounting and
disclosures, among other subjects, that began it 2@02. The $750 million reserve was reduced b2%million in December 2004 as a
result of a payment in that amount in connectioth @@Cll's SEC settlement. The remaining reserve amoepresents a final payment to be
made in connection with the SEC settlement in theunt of $125 million, $400 million that QCII exgsdo pay to settle the consolidated
securities action, as described below (offset Bg@million payment to QCII from Arthur Andersen BlLas described below), and the
minimum estimated amount of loss QCII believesrabpble with respect to the other securities astagscribed below.

QCII has recorded its estimate of the minimum ligbof the remaining matters because no estimafabable loss for these matters is
a better estimate than any other amount. If therdesel reserve that will remain after QCII has ghielamount owed under the SEC settler
and the settlement of the consolidated securitierais insufficient to cover these other matt€€i1 will need to record additional charges
to its statement of operations in future periodddifionally, QCII is unable at this time to provideeasonable estimate of the upper end ¢
range of loss associated with these remaining nsatige to their complex nature and current staing, as a result, the amount QCII has
reserved for these matters is its estimate ofdives$t end of the possible range of loss. The utdmatcomes of these matters are still
uncertain and there is a significant possibilitgttthe amount of loss QCII may ultimately incur kcblbe substantially more than the reserve it
has provided.

QCIl believes that it is probable that a portiortte# recorded reserve for the securities actiofid@irecoverable from a portion of the
insurance proceeds that were placed in a trugiverdts losses and the losses of individual indsifellowing its November 12, 2003
settlement of disputes with certain of its insueanarriers related to, among other things, the D@ektigation and securities actions
described below. The insurance proceeds are subjetdaims by QCII and other insureds for, amorfieothings, the costs of defending
certain matters and, as a result, such proceedsearg depleted over time. In any event, the teamsconditions of applicable bylaws,
certificates or articles of incorporation, agreetsar applicable law may obligate QCII or us toamhify its or our current and former
directors, officers and employees with respecettain liabilities, and QCIl and we have been advgnlegal fees and costs to many current
and former directors, officers and employees imeation with the DOJ investigation, securities @tsiand certain other matters.

Other than the consolidated securities action wtathe subject of a memorandum of understandiggrding settlement as described
below, QCII continues to defend against the remagisiecurities actions vigorously and is currentighle to provide any estimate as to the
timing of the resolution of these remaining actiofisy settlement of or judgment in one or morelafse actions substantially in excess of
QCII's recorded

16



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2005
(UNAUDITED)

reserves could have a significant impact on QQid, ClII can give no assurance that it will havertsources available to pay any such
judgment. The magnitude of any settlement or judgmesulting from these actions could materiallgd adversely affect QC's ability to
meet its debt obligations and its financial comulitipotentially impacting its credit ratings, itsildy to access capital markets and its
compliance with debt covenants. In addition, thgnitaide of any such settlement or judgment maye&Gll to draw down significantly on
its cash balances, which might force QCII to obtadditional financing or explore other methods ¢oerate cash. Such methods could
include issuing additional securities or sellingeds. As a wholly owned subsidiary of QCII, ourihass operations and financial condition
would be similarly affected.

DOJ Investigation

On July 9, 2002, QCII was informed by the U.S. Atty’s Office for the District of Colorado of a irinal investigation of QCII's
business. QCII believes the U.S. Attorney’s OfiE@vestigating various matters that include tiams$actions related to the various
adjustments and restatements described in QCID& Financial Statements, transactions between @@llicertain of its vendors and certain
investments in the securities of those vendorsibividuals associated with QCII, and certain pd@closures made by QCII. QCll is
continuing in its efforts to cooperate fully withet U.S. Attorney’s Office in its investigation. Hewer, QCII cannot predict the outcome of
this investigation or the timing of its resolution.

Securities Actions

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

» Consolidated securities actionTwelve putative class actions purportedly broughbehalf of purchasers of publicly traded
securities of QCII between May 24, 1999 and Felyrddr 2002 have been consolidated into a conselills¢curities action pendi
in federal district court in Colorado. The firsttbfese actions was filed on July 27, 2001. Pldm&flege, among other things, that
defendants issued false and misleading financsalli®and made false statements about QCII's bssiaed investments, including
making materially false statements in certain Q€gjistration statements. The most recent compitaititis matter seeks unspecif
compensatory damages and other relief. Howevensmdor plaintiffs indicated that the putativesdawill seek damages in the ti
of billions of dollars. Further, a non-class actlmought by Stichting Pensioenfonds ABP (“SPA”)qdgbed below under “SPA
actior”) has also been consolidated with the consolidatedrigies action

Settlement of consolidated securities actio©n October 31, 2005, QCII and the putative clapsesentatives itn re Qwest
Communications International Inc. Securities Litiga entered into a Memorandum of Understanding, or M®@ettle that case.
The MOU requires the parties to execute an agreesubistantially in the form of the settlement agreat attached to the MOU,
provided that plaintiffscounsel prepare the following documents that aceptable to QCII: (i) a supplemental agreementndigg
requests by putative class members to be excludedthe settlement; (ii) a plan of allocation o ettlement proceeds; and (iii)
exhibits to the settlement agreement and relatedrdents. Plaintiffs and QCIl agreed to perforrmaltessary actions to finalize
and file the settlement agreement and related dentsyas soon as reasonably poss
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Under the contemplated settlement agreemedit, ould pay a total of $400 million in cash—$160ilion 30 days after
preliminary approval of the proposed settlementhgyfederal district court in Colorado, $100 miliB0 days after final approval of
the settlement by the court , and $200 million anuhry 15, 2007, plus interest at 3.75% per anmuth® $200 million between tl
date of final approval by the court and the datpayfment

The contemplated settlement agreement wotllg $ke individual claims of the putative claspresentatives and the claims of the
class they purport to represent against QCII ahdedéndants irin re Qwest Communications International Inc. Sé@s

Litigation, except Joseph Nacchio, QCII's former chief exeautfficer, and Robert Woodruff, QCII's former chiafancial

officer. (The non-class action brought by SPA thed been consolidated for pre-trial discovery ps@gowith the consolidated
securities action is not part of the settlemens)part of the contemplated settlement, QCII woelkive $10 million from Arthur
Andersen LLP, which is also being released by titatjve class representatives and the class thgpguo represent, which will
offset $10 million of the $400 million that woule Ipayable by QCII

The contemplated settlement agreement wouklibgect to a number of conditions and future ecwghcies. Among others, it
would (i) require both preliminary and final coagiproval; (ii) provide plaintiffs with the right terminate the settlement if the
$250 million QCII previously committed to pay teet®EC in settlement of its investigation againsti@ot distributed to the
class members; (iii) provide QCII with the righttegminate the settlement if class members reptiegemore than a specified
amount of alleged securities losses elect to opbbthe settlement; (iv) provide QCII with the higto terminate the settlement if it
does not receive adequate protections for clainisdgfmnification relating to substantive liabildgief non-settling defendants; and
(v) be subject to review on appeal even if theriistourt were to finally approve it. Any lawsuitsat may be brought by parties
opting out of the settlement will be vigorously elefled regardless of whether the settlement descnibein is consummated. No
parties admit any wrongdoing as part of the contated settlement agreeme

» ERISA actions. Seven putative class actions purportedly broughiairalf of all participants and beneficiaries af Pwest Saving
and Investment Plan and predecessor plans, oldheffom March 7, 1999 until January 12, 2004 hiaen consolidated into a
consolidated action in federal district court inl@ado. These suits also purport to seek relidb@malf of the Plan. The first of the
actions was filed in March 2002. Plaintiffs assedach of fiduciary duty claims against QCIl andeys under the Employee
Retirement Income Security Act of 1974, as amendieging, among other things, various impropretiemanaging holdings of
QCII stock in the Plan. Plaintiffs seek damagesijtagle and declaratory relief, along with attorsifiges and costs and restitution.
A non-class action alleging similar claims wasdila the federal district court in Montana in J@&®3 and was later transferred to
federal district court in Colorad

» Colorado action. A putative class action purportedly brought on lietfgpurchasers of QCII's stock between June ZB®and
June 27, 2002 and owners of U S WEST stock on 28n2000 is pending in Colorado in the District @dar the County of
Boulder. We are also a defendant in this actiors &htion was filed on June 27, 2002. Plaintiftegé, among other things, that the
defendants issued false and misleading statemedtsrayaged in improper accounting practices inrdaaccomplish the
U S WEST/Qwest merger, to make QCII appear sucgkastl to inflate the value of QCII's stock. Plaifst seek unspecified
monetary damages, disgorgement of illegal gainsodimer relief.
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* New Jersey actionAn action by the State of New Jersey (Treasury Bepent, Division of Investment), or New Jerseypénding
in the New Jersey Superior Court, Mercer Countys Blation was filed on November 27, 2002. New Jeadleges, among other
things, that defendants caused QCII's stock toetigtdhrtificially inflated prices by employing imggrer accounting practices and by
issuing false statements about QCII's businesgme® and profits, and contends that it incurredihests of millions of dollars in
losses. Among other requested relief, New Jerselyssieom the defendants, jointly and severally, pensatory, consequential,
incidental and punitive damagt

« CalSTRS action.An action by the California State Teachers’ ReteatiSystem, or CalSTRS, is pending in the Sup&ant of
the State of California in and for the County oh$aancisco. This action was filed on December2002. CalSTRS alleges, amc
other things, that defendants engaged in a schefadstly inflate QCII's revenue and decreasextzeases so that QCII would
appear more successful than it actually was dutiegeriod in which CalSTRS purchased QCII seasitand asserts that
defendants’ actions caused it to lose in exce$460 million invested in QCII's equity and debt ggties. Plaintiffs seek
compensatory, special and punitive damages, réstifipre-judgment interest and cos

e SURSI action.An action by the State Universities Retirement &ysbf lllinois, or SURSI, is pending in the Circ@burt of Cook
County, lllinois. This action was filed on Janudfy, 2003. SURSI alleges, among other things, tefralants engaged in a scheme
to falsely inflate QCII's revenue and decrease&xgenses by improper conduct related to transactidgth various customers and
suppliers and claims that its losses from investsenQCII securities are in excess of $12.5 milliSURSI seeks, among other
things compensatory and punitive damages, costiaide relief, including an injunction to freezeprevent disposition of the
defendant’ assets, and disgorgeme

* SPA action.An action by SPA is pending in federal district dan Colorado. This action was filed on Februar004. SPA
alleges, among other things, that defendants ateafalse perception of QCII's revenue and growtispects and that its losses
from investments in QCII securities are in exces31®0 million. SPA seeks, among other things, cengatory and punitive
damages, rescission or rescissionary damage-judgment interest, attorne’ fees and cost:

* SHC action. An action by Shriners Hospital for Children, or SHEpending in federal district court in Coloradis action was
filed on March 22, 2004. SHC alleges, among othigs, that defendants issued false and misledifingcial reports about QCII.
SHC alleges compensatory damages of approximaighynsllion. SHC seeks compensatory and punitive atggs, interest, costs
and attorney’ fees.

 TRSL action. An action by the Teachers’ Retirement System ofisiana, or TRSL, is pending in federal district ddn Colorado.
This action was filed on or about March 30, 200RSL alleges, among other things, that defendastefalse and misleading
financial reports about QCII. TRSL alleges compémyadamages of approximately $23 million. TRSLkseeompensatory and
punitive damages, interest, costs and attor fees.

* NYC Funds action.An action by a number of New York City pension aatirement funds, or NYC Funds, is pending in fedler
district court in Colorado. This action was filed 8eptember 22, 2004. NYC Funds allege, among tiiregs, that defendants
created a false perception of QCII's revenue awgvtir prospects and that their losses from investsn@nQCI| securities are in
excess of $300 million. NYC Funds seek, among dttiegs, compensatory and punitive damages, résniss rescissionary
damages, p-judgment interest, attorne’ fees and cost:
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KPNQwest Litigation/Investigation

A putative class action is pending in the federstritt court for the Southern District of New Yoalgainst QCII, certain of its former
executives who were also on the supervisory bohKPdNQwest (in which QCII was a major shareholdand others. This lawsuit was
initially filed on October 4, 2002. The current colaint alleges, on behalf of certain purchasersPRQwest securities, that, among other
things, defendants engaged in a fraudulent schecheée@ceptive course of business in order to infR&IQwest’s revenue and the value of
KPNQwest securities. Plaintiffs seek compensatamalges and/or rescission as appropriate agairstiabaits, as well as an award of
plaintiffs’ attorneys’ fees and costs.

On October 31, 2002, Richard and Marcia Grandyestées of the R.M. Grand Revocable Living Truated January 25, 1991, filed a
lawsuit in Arizona Superior Court which, as amendaliéges, among other things, that the defendaolated state and federal securities |i
and breached their fiduciary duty in connectiorhvifitvestments by plaintiffs in securities of KPNQ@weQCll is a defendant in this lawsuit
along with Qwest B.V. (a subsidiary of QCII), Josdyacchio, QCII's former Chairman and Chief ExeeaitDfficer, and John McMaster, the
former President and Chief Executive Officer of KP\Mest. Plaintiffs claim to have lost approximat®h0 million in their investments in
KPNQwest. In related rulings on July 28 and Octabkr2005, defendantsiotion for partial summary judgment was grantechwéspect to
substantial portion of plaintiffs’ damage claims.

On June 25, 2004, J.C. van Apeldoorn and E.T. Maijetheir capacities as trustees in the Dutchkhgstcy proceeding for KPNQwest,
filed a complaint in the federal district court fbie District of New Jersey alleging violationstioé Racketeer Influenced and Corrupt
Organizations Act, and breach of fiduciary duty amdmanagement under Dutch law. QCII is a defenutattitis lawsuit along with Joseph
Nacchio, Robert S. Woodruff, Q(s former Chief Financial Officer, and John McMastelaintiffs allege, among other things, that
defendants’ actions were a cause of the bankrigftBPNQwest and the bankruptcy deficit of KPNQwwsis in excess of $3 billion.
Plaintiffs seek compensatory and punitive damaagsvyell as an award of plaintiffs’ attorneys’ fegsl costs.

On June 17, 2005, Appaloosa Investment Limitedrieeship |, Palomino Fund Ltd., and Appaloosa Manag# L.P. filed a complaint
in the federal district court for the Southern Bettof New York against QCII, Joseph Nacchio, JéfeMaster and Koninklijke KPN N.V.
(“KPN"). The complaint alleges that defendants a&teld federal securities laws in connection withghechase by plaintiffs of certain
KPNQwest debt securities. Plaintiffs seek compaengatamages, as well as an award of plaintifforaitys’ fees and costs.

Various former lenders to KPNQwest or their assignncluding Citibank, N.A., Deutsche Bank AG Londand others have notified
QCII of their intent to file legal claims in conrt@m with the origination of a credit facility arslibsequent borrowings made by KPNQwest of
approximately €300 million under that facility. Theave indicated that QCII would be a defendarthis threatened lawsuit along with
Joseph Nacchio, John McMaster, Drake Tempest, @@itmer General Counsel, KPN and other former eyggs of QCII, KPN or
KPNQwest.

On August 23, 2005, the Dutch Shareholders AsdoonigVereniging van Effectenbezitters, or “VEB”)dil a petition for inquiry with
the Enterprise Chamber of the Amsterdam Court qfefts, located in the Netherlands, with regard BiNQwest, N.V. VEB seeks an inqu
into the “policies and course of business” at KPN®tythat are alleged to have caused the bankropt€PNQwest in May 2002, and an
investigation into alleged mismanagement of KPNQwgsts executive management, supervisory boanthioegs, joint venture entities
(QCIlI and KPN), and KPNQwest's outside auditors andountants.
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The four KPNQwest litigation matters pending in thaited States described above are in preliminhasps and QCII will continue to
defend against these cases vigorously and wilhi&e defend against any claim asserted by KPNQwéamtier lenders if litigation is filed.
QCII has not yet conducted discovery on plaintiffessible recoverable damages and other relevar@ss¥hus, QCII is unable at this time
estimate reasonably a range of loss that it wauddriif the plaintiffs in one or more of these reedtwere to prevail. Any settlement or
judgment in certain of these matters could be §gart, and QCII can give no assurance that it hale the resources available to pay
such judgment. In the event of an adverse outcongeritain of these matters, QCII's financial coiuditand its ability to meet its debt
obligations could be materially and adversely d@fdcAs a wholly owned subsidiary of QCII, our mess operations and financial condition
would be similarly affected.

Regulatory Matters

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

* Minnesota.On February 14, 2002, the Minnesota Departmentoofi@erce filed a formal complaint against us with ktinnesota
Public Utilities Commission. On November 1, 200% Minnesota Commission issued a written ordeiifigégainst us. The
Minnesota Commission’s final, written decision vissued on May 21, 2003 and would require a penafyment to the state of
approximately $26 million and payments of carriggdits of approximately $18 million. Of the $18 ligih, about $3 million has
been released by the carriers in bankruptcy praegsedThe Minnesota Commission, the carriers an@spwach appealed portions
of the decision to the federal district court innfMésota, and the district court upheld the peraaityvacated the carrier credits. The
Minnesota Commission, the carriers and Qwest eavh hppealed to the Eighth Circuit Court of Apped@le Court of Appeals
heard oral argument on September 12, 2005, andth@ogase under adviseme

Based upon newlgliscovered evidence, on August 24, 2005, Qwest flenotion requesting that the federal districtrtwacate th:
penalty based on our assertion that the underlMimpesota Commission order is invalid. Qwest alguested the Minnesota
Commission to investigate the newly-discovered eni@ that relates to the validity of orders issndtlis and other Minnesota
Commission proceedings, and on October 7, 2009liheesota Commission opened an investigation timomatter

* Colorado. On April 15, 2004, Qwest and the Office of Consui@eunsel for Colorado entered into a settlemeriijest to
Colorado Commission approval, that would requiree@uo pay $7.5 million in contributions to steééetommunications programs
and that offers CLECs credits that could total agpnately $9 million. Of the $9 million, about $2iltion has been released by the
carriers in bankruptcy proceedings. The adminisedaw judge recommended rejection of the settl@maad the initiation of a
show cause docket against Qwest. The administriativgudge’s recommendation came before the Comamissn motions for
reconsideration, and on April 25, 2005 the Commis$$sued an order stating that it will not opeshaw cause proceeding at this
time but rather will open a new proceeding to cdesthe proposed settlement. Qwest has enteredindmended stipulation with
the Office of Consumer Counsel, the CommissionfS#af&T, and Covad that re-structures the allocatid credits to CLECs and
does not create any additional financial obligatias compared to the April 14, 2004 stipulatiomieei Qwest and the Office of
Consumer Counsel. On September 30, 2005, the péitad the stipulation with the Commission for apgal.
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Also, some telecommunications providers have filgdate actions based on facts similar to thoseetyithg these administrative
proceedings. These private actions, together wishsamilar, future actions, could result in addiéd damages and awards that could be
significant.

On July 15, 2004, the New Mexico state regulatammission opened a proceeding to investigate whethere in compliance with
are likely to meet a commitment that we made in12@Ginvest in communications infrastructure in Nig\@xico through March of 2006
pursuant to an Alternative Form of Regulation flékFOR”). The AFOR says, in part, that “Qwest contsrtio devote a substantial budget to
infrastructure investment, with the goal of achigvthe purposes of this Plan. Specifically, Qwelitmake capital expenditures of not less
than $788 million over the term of this Plan. Tleigel of investment is necessary to meet the comerits made in this Plan to increase
Qwest’s investment and improve its service quatitiew Mexico.” Multiple parties filed comments tihat proceeding and variously argued
that we should be subject to a range of requiresnectuding an escrow account for capital spendiggy investment obligations, and
customer credits or price reductions.

On April 14, 2005, the Commission issued its Fidadler in connection with this investigation. Ingliinal Order, the Commission ru
that the evidence in the record indicates Qwedtnaetl be in compliance with the investment committneat the conclusion of the AFOR in
March, 2006, and if the current trend in Qwest’sitzd expenditures continues, there will be a gatrvf $200 million or more by the end of
the AFOR. The Commission also concluded that QWastan unconditional commitment to invest $788iamlbver the life of the AFOR.
Finally, the Commission ruled that if Qwest faibsdatisfy this investment commitment, any shortfalist be credited or refunded to Qwest'’s
New Mexico customers. The Commission also openeshfarcement and implementation docket to reviewe§'’s investments and consider
the structure and size of any refunds or creditsetssued to customers. On May 12 and 13, 200%ijedeappeals in federal district court a
in the New Mexico State Supreme Court, respectjwdgllenging the lawfulness of the CommissionisaFiOrder. On May 31, 2005, the
Commission issued an order, in response to a Qwpett filed on May 20, 2005, designating a heagrgminer to conduct proceedings
addressing whether customer credits and refundddihe imposed on Qwest based on Qwest’s investlaesls as of June 30, 2005, and
prior to the expiration of the AFOR in March 2006.

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

Qwest believes there is a substantial likelihoad the ultimate outcome of this matter will resnolit having to make expenditures or
payments beyond those it would otherwise makeamtirmal course of business. These expenditurpayonents could take the form of one
or more of the following: penalties, capital invesht, basic service rate reductions and custonfigmae or credits. At this time, however,
Qwest is not able to reasonably estimate the amafuthese expenditures or payments and, accordihgly not reserved any amount for such
potential liability. Any final resolution of this atter could be material.
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To the extent appropriate, we have provided resefiaethe above matters. We have other regulatctigres pending in local regulatory
jurisdictions, which call for price decreases, refsi or both. These actions are generally routideimeidental to our busines

Other Matters

Several putative class actions relating to thelfaton of fiber optic cable in certain rights-afay were filed against QCIl on behalf of
landowners on various dates and in various conr@aiifornia, Colorado, Georgia, lllinois, Indianéansas, Mississippi, Missouri, North
Carolina, Oregon, South Carolina, Tennessee andsT&or the most part, the complaints challenge’'®@ght to install its fiber optic cable
in railroad rights-of-way. Complaints in Coloradtiinois and Texas also challenge QCII's right nstiall fiber optic cable in utility and
pipeline rights-of-way. The complaints allege ttrat railroads, utilities and pipeline companies @alimited property right-of-way that did
not include the right to permit QCII to install QGlIfiber optic cable in the right-of-way withoute Plaintiffs’ consent. Most actions
(California, Colorado, Georgia, Kansas, Louisiavigssissippi, Missouri, North Carolina, Oregon, So@arolina, Tennessee and Texas)
purport to be brought on behalf of state-wide aada the named plaintiffs’ respective states. Sghaetions purport to be brought on behalf
of multi-state classes. The lllinois state couttaacpurports to be on behalf of landowners imbis, lowa, Kentucky, Michigan, Minnesota,
Nebraska, Ohio and Wisconsin. A newly filed lllisdederal court action purports to be on behaldonéflowners in Arkansas, Californ
Florida, lllinois, Indiana, Missouri, Nevada, Newekico, Montana and Oregon. The Indiana action pisgo be on behalf of a national class
of landowners adjacent to railroad rights-of-wagiowhich QCII's network passes. The complaints sksvkages on theories of trespass and
unjust enrichment, as well as punitive damages.

On January 20, 2004, QCII filed a complaint in Bistrict Court for the City and County of Denveraagst KMC Telecom LLC and
several of its related parent or subsidiary comgm(gollectively, “KMC") Subsequently, QCII filedhaamended complaint to name additional
defendants, including General Electric Capital @oation (“GECC"), one of KMC's lenders, and GEC@&di a complaint in intervention.
QCIl is seeking a declaration that a series of@agents with KMC and its lenders are not effectigeduse conditions precedent were not
satisfied and to recoup other damages and attdrfemsand costs. These agreements would obligélétQ pay a net incremental amount of
approximately $105 million if determined to be etfige. GECC and KMC have asserted counterclaimdéafaratory judgment and
anticipatory breach of contract. GECC and KMC saeleclaration that the relevant agreements arffaotend claim monetary damages for
anticipatory breach of the agreements and theirradys’ fees and costs.

The Internal Revenue Service, or IRS, proposed adaistment for tax years 1994 through 1996. Tirecpal issue involves QCII's
allocation of costs between lomgrm contracts with customers for the installattbieonduit or fiber optic cable and additional caitar fiber
optic cable retained by QCII. The IRS disputes @Cillocation of the costs between it and thirdtipar Similar claims have been asserted
against QCII with respect to the 1997 to 1998 &ed1998 to 2001 audit periods. The 1994-1996 cisiourrently being litigated in the Tax
Court and QCII does not believe the IRS will becassful, although the ultimate outcome is uncert&i@ClII were to lose this issue for the
tax years 1994 through 1998, QCII estimates it wdwlve to pay $57 million plus interest pursuartatosharing agreements with the
Anschutz Company relating to those time periods.

In 2004, QCII recorded income tax expense of $18Bom related to a change in the expected timihdeductions related to its tax
strategy, referred to as the Contested Liabilitgéleration Strategy (“CLAS"), which it implementad2000. CLAS is a strategy that sets
aside assets to provide for the satisfaction cfrasg
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liabilities associated with litigation in a tax iefent manner. CLAS accelerated deductions forested liabilities by placing assets for
potential litigation liabilities out of the controf the company and into trusts managed by a frarty trustee. In July 2004, QCIl was
formally notified by the IRS that it was contestitg CLAS tax strategy. Also in July 2004, in coctien with the preparation of its financial
statements for the fiscal quarter ended June 3W,24hd as a result of a series of notices on Cét#8egies issued by the IRS and the receipt
of legal advice with respect thereto, QCII adjustecccounting for CLAS as required by SFAS N® 1Accounting for Income TaxesThe
change in expected timing of deductions causedenease in QCIB liability for uncertain tax positions and a cepending increase in its |
operating loss carry-forwards (“NOLs"). Because Q€hot currently forecasting future taxable inasufficient to realize the benefits of
this increase in its NOLs it recorded an increasisivaluation allowance on deferred tax assete@sired by SFAS No. 109. Additionally,
September 2004 the IRS proposed a penalty of $8iomdn this strategy. QCII believes that the imjtion of a penalty is not appropriate as
it acted in good faith in implementing this taxaségy in reliance on two contemporaneous tax ops;and adequately disclosed this
transaction to the IRS in its initial and subseduax returns. QCII intends to vigorously deferglgbsition on this and other tax matters.

QCII has other tax related matters pending ag&in®ClI believes it has adequately provided fargh matters.

Matter Resolved in the Third Quarter

In January 2001, an amended class action complaisfiled in Denver District Court on behalf oflags of U S WEST stockholders of
record as of June 30, 2000, the day of the U S WEST merger, alleging that QCII had a duty to gaguarterly dividend that had been
declared by the U S WEST Board of Directors on yriZ000. The complaint named as defendants Q@lindividuals who served on the
U S WEST Board of Directors in June 2000, and Jo®¢gcchio. Plaintiffs claimed that the defendantisrapted to avoid paying the divide
by changing the record date from June 30, 20001§01D, 2000, a claim QCII denied. Plaintiffs sougamages of approximately
$273 million plus interest, a constructive trusbofClII’s assets in the amount of the dividend{s;and attorneys’ fees on behalf of the
class, which was certified by the court in Jani2095. On June 24, 2005, the court preliminarilyrappd a $50 million settlement, almost
half of which would be funded by the defendantsuirers. QCII accrued for its portion, and QCII @sdnsurers have since funded the
settlement. On August 30, 2005, the court entered &pproval of the settlement as fair, just, ogable and adequate as to the class. On the
same day, the court entered orders approving theest of plaintiffs’ counsel for $15 million in atheys’ fees and $1.3 million in costs to be
paid from the settlement fund. At the time of thmf fairness hearing, a group of U S WEST retiiagsxvened and subsequently appeale
order awarding fees and costs to the plaintiffgilars. Pursuant to the underlying stipulation dafisment, this appeal does not impact the
finality of the settlement or the amount, and aligio QCII is a party to the appeal, the only issubd resolved is the amount of fees and costs
to be awarded plaintiffs’ lawyers out of the $50limm settlement fund.

Note 7: Union Contract

In August 2005, we reached agreements with the Qamoations Workers of America, or CWA, and the intgional Brotherhood of
Electrical Workers, or IBEW, on new three-year lahgreements. Each of these agreements was rdiifiadion members on September 30,
2005 and expires on August 16, 2008.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context requires otherwise, referencekis report to “QC” refer to Qwest Corporationeferences to “Qwest,” “we,” “us,
the “Company” and “our” refer to Qwest Corporatioand its consolidated subsidiaries, and referenoe€xClII” refer to our ultimate

parent company, Qwest Communications Internatibmal and its consolidated subsidiarit

Certain statements set forth below under this oaptonstitute forward-looking statements. See “&pddote Regarding Forward-
Looking Statements” at the end of this Item 2 faditional factors relating to such statements dsagefor a discussion of certain risk factors
applicable to our business, financial condition eeglilts of operations.

Business Overview and Presentati

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

* InterLATA long-distance services;
» Dedicated Internet access;

» Virtual private network;

* Internet dial access; and

* Professional services.

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

Our analysis presented below is organized to peothié information we believe will be instructive flmderstanding the relevant trends
going forward. However, this discussion should éeedrin conjunction with our condensed consolidéitezhcial statements in Item 1 of Part |
of this report, including the footnotes theretort@im prior year revenue and expense amounts heae teclassified to conform to the current
year presentation

Our operations are integrated into and are pati@segments of the QCII consolidated group. Thef dperating decision maker, or
CODM, for us is the same as that for the consadidigroup. The CODM makes resource allocation detisand assessments of financial
performance for the consolidated group based oeliwé services, wireless services and other segrtient For more information about
QCII's reporting segments, see QCII's annual reparForm 10-K for the year ended December 31, 20@4QCII's quarterly report on For
10-Q for the quarter ended September 30, 2005b0siness contributes to the segments reported bl Q@& the QCII CODM reviews our
financial information only in connection with ounarterly and annual reports. See further discussidiote 5—Contributions to QCII
Segments and Revenue Information to our condermesbtidated financial statements in Iltem 1 of Paftthis report.

In August 2005, we reached agreements with the Qamoations Workers of America, or CWA, and the intgional Brotherhood of
Electrical Workers, or IBEW, on new three-year lahgreements. Each of these agreements was rdiifiedion members on September 30,
2005 and expires on August 16, 2008.
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Business Trend:
Our results continue to be impacted by a numbéacibrs influencing the telecommunications industsyfollows:

» Industry competition is based primarily on pricipgckaging of services and features, quality ofiserand increasingly on meeti
customer care needs. We expect this trend to amnti@ur on-going response to industry competitiasincluded initiatives to
retain and win-back customers by rolling out nevexppanded services such as DSL, packaging of explfedture-rich products
and improving the quality of our customer servid& have significantly increased our marketing athkatising spending levels
over the past year and have seen increased sades package offerings. While package discountslr@s lower average revenue
for our products, we hope to improve customer taarby packaging services with our affilia

* We expect technology substitution such as wiredegstitution for wireline telephones, cable telaphsubstitution for wireline
telephony and cable modem substitution for diamgulem lines and DSL to continue to cause additianeéss line losse

» Our results continue to be impacted by regulatesponses to the competitive landscape for bottooat and IntraLATA long-
distance services. For instance, recent FCC desisincluding its Triennial Review Remand Orderyrfexilitate some carriers
converting existing special access transport sesvic lower priced UNE transport. Such conversamsd have a significant impe
on our future financial result

» We expect business users of telecommunicationcgs¥o increasingly want to receive all of theiwvas from one provider.

Results of Operation

Overview

We generate revenue from the provision of voiceises, data and Internet services, other serviodssarvices to our affiliates. Certain
prior period revenue and expense amounts haverbekssified to conform to the current period pnégon. Depending on the products or
services purchased, a customer may pay an updranbnthly fee, a usage charge or a combinaticheaxfe.

» Voice servicesvoice services revenue includes local voice sesyibg#raLATA long-distance voice services and assvices.
Local voice services revenue includes revenue fraric local exchange services, switching serviogstom calling features,
enhanced voice services, operator services, atatatibn services. Local voice services revenue msludes revenue from the
provision of network transport, billing servicesdaaccess to our local network on a wholesale bhiireL ATA long-distance voice
services revenue includes revenue from IntraLATAglalistance services within our local service afeaess services revenue
includes fees charged to other I-distance providers to connect to our netw

« Data and Internet serviceData and Internet services revenue includes daté&ces (such as traditional private lines, wholesal
private lines, frame relay, ISDN and ATM) and Imtet services (such as DSL and related equipm

» Other servicesOther services revenue is predominantly derivemhftioe sublease of some of our unused real estsé¢sasuch as
space in our office buildings, warehouses and gihaperties

» Affiliate servicesAffiliate revenue is derived from telecommunicasamd other services provided to our affiliatedtiest We
generally provide the same telecommunications prisdand services to our affiliated entities as wéndthe marketplace. These
services include both retail and wholesale prodaontsservices. In addition, we provide billing,lection, joint marketing, lease of
space, and other n-telecommunications services to affiliat
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In order to better serve the similar needs of aalsbusiness and consumer customers, we have pnethbiese customers into a new
channel, which we refer to as “mass markedgad have reclassified our small business custofoeedl periods presented. The following ta
summarizes our results of operations for the threénine-months ended September 30, 2005 and 2004

Three Months Ended

Nine Months Ended

September 30, September 30,
2005 2004 Increase/ % 2005 2004 Increase/ %
(Decrease Change (Decrease Change
(Dollars in millions)
Operating revenu $2,47(C $ 2,56( $ (90 @H%  $7,568 $7,741 $ (17¢) 2%
Operating expense 1,98: 1,97: 10 1% 5,922 6,04: (127 (2)%
Operating incom: 487 587 (200 Q7% 1,641 1,69¢ (57 (3)%
Other expen<—net 147 13¢ 8 6% 477 424 53 13%
Income before income taxes and
discontinued operatior 34C 44¢ (20¢) 24)% 1,16¢ 1,27¢ (120 (9)%
Income tax expens (130 (1749 44 25% (442) (496 54 11%
Income from continuing operatiol 21C 274 (64) (23)% 722 77¢ (56) (7%
Loss from discontinued operations,
net of taxes of $0, $0, $0 and $34,
respectively — — — — — (53 53 nm
Net income $ 21C $ 274 $ (69 239% $ 72z $ 72t $ (3) 0%

nm—percentages greater than 200% and comparistnedie positive and negative values or to zero \wadue considered not meaningful.

Operating Revenue

The following table compares operating revenueuidicly detail of customer channels for the threerdnd months ended

September 30, 2005 and 2004;

Three Months Ended

Nine Months Ended

September 30, September 30,
Increase/ % 2005 2004 Increase/ %
2005 2004 (Decrease Change (Decrease Change
(Dollars in millions)
Voice service: $1661 $ 1758 $ (86) 5% $5097 $5397 $ (300 (6)%
Data and Internet servic 54¢€ 53C 16 3% 1,63¢ 1,60: 36 2%
Affiliate services 251 27¢€ (25) (9)% 814 731 83 11%
Other service 6 1 5 nm 13 10 3 30%
Total operating revent $247C $256C $ (90 A% $756 $7,741 $ (179 2%

nm—percentages greater than 200% and comparisbnediepositive and negative values or to zero wadue considered not meaningful.
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Voice Services

The decrease in voice services revenue for the tind nine months ended September 30, 2005 waandyirdue to access line losse:
our business and mass markets channels from cdimegtiessures, technology substitution, and the afeour wholesale payphone business.
These decreases were partially offset by increiasgsiversal Service Fund, or USF, charges to ¢usts due to both rate increases and a
favorable settlement of $23 million from a custorbiing dispute during the quarter ended June2BD5. The following table shows our
access lines by channel as of September 30, 2GD3G0%:

Access Lines *

As of September 30,

Increase/ %
2005 2004 (Decrease Change
(in thousands)
Business 2,47¢ 2,63 (162) (6)%
Mass Markett 10,70: 11,13¢ (439 (4)%
Wholesale 1,75€ 1,907 (151) (8)%
Total 14,93: 15,68( (747) (5)%

* We may modify the channel classification of oacess lines from time to time in our efforts toteetpproximate the related revenue
channels and better reflect how we manage our esss.

Data and Internet Service

The increase in data and Internet services revimube three and nine months ended September0®®, ®as primarily due to
subscriber growth in our Internet products as alteg our expanded service availability and insedpenetration of DSL in our mass
markets channel partially offset by the terminatidmour wholesale modem services product in AfDZ.

Affiliate Services

The decrease in affiliate services revenue fothhee months ended September 30, 2005 was printhelyesult of price reductions for
billing and collections services, and the lossasf/ees to our wireless affiliate due to its migsatto a third-party for its network services.
These reductions were partially offset by growtlsefvices that support our affiliates’ long disand data businesses.

The increase in affiliate services revenue forrtime months ended September 30, 2005 primarilyitezsfrom growth of services that
support our affiliates’ long distance and data besses. This growth was offset in part by priceicédns for billing and collection services
(starting in the third quarter of 2005), and theslof services to our wireless affiliate due tanigration to a third-party for its network
services.
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Operating Expenses

The following table provides further detail regangliour operating expenses for the three and ninghm@nded September 30, 2005

2004.

Operating expense
Cost of sales
Affiliate costs
Network expense
Employetrelated cost
Other noi-employee related cos

Total cost of sale
Selling, general and administrati\
Affiliate costs
Property and other tax
Bad deb!
Restructuring, realignment and severance
related cost
Employet-related cost
Other noi-employee related cos

Total selling, general and administrat

Depreciatior

Amortization of capitalized software and
other intangible asse

Asset impairment chargs

Total operating expens

Three Months Ended Nine Months Ended

September 30, September 30,
Increase/ % 2005 2004 Increase/ %
2005 2004 (Decrease Change (Decrease Change
(Dollars in millions)

$ 56 $ 72 $ (16 (22% $ 174 $ 24z $ (69 (28)%
56 56 — — 16C 14¢€ 14 10%
354 371 (23) (6)%  1,04¢ 1,141 (92 (8)%
144 11z 32 2% 402 337 65 19%
61C 617 7) (% 1,788  1,86¢ (81) (4)%
26¢ 25€ 13 5% 814 77z 42 5%
82 90 (8) (9)% 26¢ 24¢ 20 8%

13 11 2 18% 53 14 39 nm
4 3 1 33% 6 60 (54) (90)%
14¢ 164 (16) (10)% 46€ 51¢ (53) (10)%
191 144 47 33% 53C 51C 20 4%
707 66¢ 39 6% 2,13¢ 2,12¢ 14 1%
587 582 4 1% 1,744 1,74z 2 0%
79 87 (8) (9)% 258 274 (19 ()%

— 18 (18) nm — 37 (37 nm
$ 198 $197 $ 10 1% $592: $6,04: $ (12)) (2%

nm—percentages greater than 200% and comparisbnediepositive and negative values or to zero wadue considered not meaningful.

Cost of Sales

Cost of sales includes network costs, salariesrages, benefits, materials and supplies, USF chaogatracted engineering services
and computer systems support. Cost of sales acarpiage of revenue, excluding affiliate, has remairelatively flat and cost of sales for
three and nine months ended September 30, 200%ekasased due to the following:

Decreased employee-related costs, such as saladesages, benefits and overtime primarily duentpleyee reductions from our

2004 and 2003 restructuring plans and continuedsfon containing our employ-related costs and productivity improveme!

Decreased affiliate costs of sales was
operational to SG&A project

primarigyrdssult of a shift in the nature of projects perfed by our IT affiliate from
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These decreases were partially offset by increatiezt non-employee related costs due to a favolai&ruptcy settlement of
$16 million in the first quarter of 2004 as wellinsreases in USF costs related to rate increas@sgdthe nine months ended September 30,
2005.

Selling, General and Administrative Expenses

Selling, general and administrative, or SG&A, exgeminclude taxes other than income taxes, badctiebges, salaries and wages not
directly attributable to the provision of produotsservices, benefits, sales commissions, rerddarinistrative space, advertising, professi
service fees and computer systems support.

Total SG&A expenses increased in the three andmimeths ended September 30, 2005 primarily dukeddllowing:

* Increased bad debt expense for the nine monthgleelgember 30, 2005 primarily due to favorabldesaents during the second
quarter of 2004 totaling $45 million from customerserging from bankruptcy partially offset by impeal collection practice:

» Increased affiliate expenses for the three and mioeths ended September 30, 2005 primarily dubeshift in nature of projects
performed by our IT affiliate from cost of salesSSG&A.

» Increased property and other taxes for the ninetinsoended September 30, 2005 is due to a favofiedtiguarter 2004 settlement
of state property taxes partially offset by a falde third quarter 2005 state property tax settin

* Increased other non-employee related costs irhtlee tand nine months ended September 30, 2005ryidae to increased
marketin¢-related costs in 2005 partially offset by a legairaal in the nine months ended September 30, :

These increases were partially offset by:
» Decreased restructuring, realignment and severatated costs for the nine months ended Septenih&085.

» Decreased employee-related costs, such as saadesages, benefits and overtime for the threenamelmonths ended
September 30, 2005 due to employee reductions dwemprior year restructuring efforts and the sdlew payphone operation

Combined Pension and Post-Retirement Benefits

Our employees patrticipate in the QCII pension ahemopost-employment healthcare and life insurdrereefit plans. We refer to the
combined pension and post-retirement healthcardifenidsurance benefit costs as net pension ex@€ef®e net pension expense is a function
of the amount of pension and post-retirement heatthand life insurance benefits earned, intemegtrojected benefit obligations,
amortization of costs and credits from prior benglianges and the expected return on the assetintible various plans. The overall costs of
the QCII net pension expense for the three and mimeth periods ended September 30, 2005 and 288dectively, increased primarily due
to decreased expected return on investments ibghefit trusts, completion of amortization of thenisition asset in 2004, and amortizatio
actuarial losses caused by the volatile equity etar&nd lower discount rates partially offset ljuitions in expense due to lower discount
rates, headcount reduction, and plan design changes

Our results include net pension expenses allodatad by QCII of $24 million and $29 million foretthree months ended
September 30, 2005 and 2004, respectively, and 8iilidn and $135 million for the nine months endgeptember 30, 2005 and 2004,
respectively. The decrease in net pension expengbd three and nine month periods ended SepteBih@005 as compared to the three and
nine month periods ended September 30, 2004 isapiindue to a smaller allocation of QCII costsidgr2005 as compared to 2004
primarily due to the composition of the QC workferén addition, we recorded $31 million and $8 ioillin revisions to our estimates of the
actual cost of the net pension expense for the mimeth periods ended September 30, 2005 and Septe80p2004, respectively. The net
pension expense is allocated to cost of sales G&AS
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Total Other Expense—Net

Other expense—net generally includes interest esggaret of capitalized interest, and other incomet—mhich includes interest
income. Components of other expense—net were svil

Three Months Nine Months
Ended September 30, Ended September 30,
2005 2004 Increase/ % 2005 2004 Increase/ %
(Decrease Change (Decrease Change
(Dollars in millions)
Interest expen—net $ 15t $ 148 $ 10 7% $ 45E $ 43¢ $ 16 4%
Loss on early retirement of d—net — 6 (6) nm 37 6 31 nm
Other incom—net (8) (12 4 33% (15) (22) 6 29%
Total other expen—net $ 147 $ 13¢ % 8 6% $ 477 $ 424 $ 53 13%

nm—percentages greater than 200% and comparistnedie positive and negative values or to zero \wadue considered not meaningful.

Other expense—ndDther expense—net increased for the nine monthsde8dptember 30, 2005 due primarily to a loss @fréilion
as a result of our cash tender offers for debtritéesi For additional information see Note 3—Bavings to our condensed consolidated
financial statements in Item 1 of Part | of thipo#g.

Income Taxes

The effective income tax rate is the provisionifmome taxes as a percentage of pre-tax incomeeffrative income tax rate for the
three months ended September 30, 2005 decrea8828 as compared to 38.8% for the three montheceBeptember 30, 2004. The rate
also decreased to 38.0% for the nine months enéptt®ber 30, 2005 as compared to 38.9% for themorghs ended September 30, 2004.
The decreases were primarily due to non-dedugbétalties recognized in the three months endedeSdgar 30, 2004.

Liquidity and Capital Resource

We are a wholly owned subsidiary of Qwest Serviceoration, or QSC, which is wholly owned by Q@k such, factors relating to
or affecting QCII's liquidity and capital resourcesuld have material impacts on us, including cleang the market’s perception of us,
impacts on our credit ratings and access to capisakets.

QCIl and its consolidated subsidiaries had totatdwings of $17.2 billion at September 30, 2005 $ad.3 billion at December 31,
2004. Some of the borrowings of QCII and QSC aceiss by liens on our stock. As a result, ownersiipur stock could transfer if either
QCIl or QSC were to default on its debt obligations

QCII has cash management arrangements betweemasgries subsidiaries that include lines of crediter-company obligations,
capital contributions and dividends. As part ofstheash management arrangements, affiliates prémaeof credit to certain other affiliates.
Amounts outstanding under these lines of creditiatat-company obligations vary from time to tinredaare classified as short-term
borrowings.

Near-Term View

We had $317 million in cash and cash equivalents$&9 million of short-term investments availablé&Saptember 30, 2005. For the
quarter ended September 30, 2005, our primary safriunds was cash provided by operating actwitizuring 2005, we expect to use our
available excess cash primarily to pay dividendsuoparent, to make additional investment to atmork or pay down debt maturities. For
the nine months ended September 30, 2005 we dddanglends of $1.45 billion to our parent.
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Our working capital deficit as of September 30, 2@@proved $659 million since December 31, 2004 assult of several factors. For
the nine months ended September 30, 2005 we hanveajed a significant amount of cash from our dp@ra as well as a working capital
improvement as the result of the restructuringwflong term debt as further discussed in Note 3+daings to our condensed consolidated
financial statements in Item 1 of Part | of thipagt. These increases in working capital have lodfset in part by cash used to pay dividends
of $1.8 billion and capital expenditures of $854limn.

During the nine months ended September 30, 2005awve taken the following measures to improve @arsierm financial position:

* On May 27, 2005, QC commenced registered exchatfgpes dor its 7.875% Notes due 2011 (the “2011 Qads”) and its &/8%
Notes due 2012 (2012 QC Notes”) pursuant to the registration righgreements that QC entered into in connectidm tivét
issuance of these outstanding notes. QC completerkyistered exchange offers for the 2011 QC Nads2012 QC Notes on
July 5, 2005

* OnJune 7, 2005, QC commenced cash tender offetseéigurchase of up to $250 million of aggregaitegipal amount of its &/ 8
% Notes due 2005 (the “QC% 8 % Notes”) and up to $150 million of aggregate ppatamount of its 6/ 8 % Notes due
November 15, 2005 (tHQC 6 1/ 8% Notes”). QC received and accepted tenders ofappately $211 million face amount of QC
6 5/ 8% Notes for $216 million, including accrued intereE$4 million, and approximately $129 million faamount of the QC 6
1/ 8% Notes for $131 million, including accrued interes$1 million.

e OnJune 17, 2005, QC issued a total of $1.15 hilibnew debt consisting of $750 million of FloafiRate Notes due 2013 with
interest at LIBOR plus 3.25% (7.14% as of Septen3e2005) and $400 million of 7.625% Notes due32!

* OnJune 20 and June 23, 2005, QC pre-paid an agfgref$750 million face amount of the $1.25 billitoating rate tranche of its
senior term loan that matures in June 2007 for $iiflton, including accrued interest of $2 millionhis and the above transactions
resulted in a loss of $37 millio

* On September 15, 2005 QC paid the remaining $3@mibf the QC 6°/ 8% Notes that matured on that date.

The current working capital deficit is primarilywsed by dividends that we pay to QSC. The timingash payments for declared
dividends to QSC is at our discretion in consuiativith QSC. We continue to produce significantciilem operating activities, and we
believe that our cash on hand together with oun flasvs from operations should be sufficient to ineer cash needs through the next twelve
months. However, if we or QCII become subject gmiicant judgments, settlements or tax paymentsh sis the potential CLAS obligation,
as further discussed in Note 6—Commitments andi@gencies to our condensed consolidated finantaéésents in Item 1 of Part | of this
report, we or QCII could be required to make sigaiiit payments that we or QCII do not have theussss to make. The magnitude of any
settlements or judgments resulting from these astamuld materially and adversely affect QCII'sligbto meet its debt obligations and its
financial condition, potentially impacting its ciiethtings, its ability to access capital marketd &s compliance with debt covenants. In
addition, the magnitude of any settlement or judgihmeay cause QCII to draw down significantly ondésh balances, which might force it to
obtain additional financing or explore other methda generate cash. Such methods could includmgsadditional securities or selling
assets.

To the extent that QCII's EBITDA (as defined in €Idebt covenants) is reduced by cash judgmensgitiements, its debt to
consolidated EBITDA ratios under certain debt agrests will be adversely affected, which could red@CII’s liquidity and flexibility due
to potential restrictions on drawing on its linecoédit and potential restrictions on incurring éiddal debt under certain provisions of its d
agreements. As a wholly owned subsidiary of QQll, lmusiness operations and financial condition @¢daa similarly affected, potentially
impacting our credit ratings and access to capitakets. In addition, a five-year revolving creditility established by QSC in October 2005
(the “2005 QSC Credit Facility”) contains varioumitations, including a restriction on using anpgeeds from the facility to pay settlements
or judgments relating to investigation and seaesitictions discussed in Note 6—Commitments andi@gntcies to our condensed
consolidated financial statements in Item 1 of Paftthis report.
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Long-Term View

We have historically operated with a working capiteficit due to our practice of declaring and payregular cash dividends. We
expect this trend to continue. As discussed belosvcontinue to generate substantial cash from tipaga We believe that cash provided by
operations, combined with our current cash posiind continued access to capital markets to refmanr current portion of debt, should
allow us to meet our cash requirements for thestgable future.

In addition to our periodic need to obtain finamgin order to meet our debt obligations as theyedne, we may also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotieearale of assets) if cash provided by
QCII's operations does not improve, revenue antl pagvided by operations decline, economic condgtiveaken, competitive pressures
increase or if we or QCII become subject to sigaifit judgments, settlements or tax payments dsefiudiscussed in Note 6—Commitments
and Contingencies to our condensed consolidatedidial statements in Item 1 of Part | of this réplorthe event of an adverse outcome in
one or more of these matters, we or QCII coulddogiired to make significant payments that we ddchawe the resources to make. The
magnitude of any settlements or judgments resuftimg these actions could materially and adveraéfigct QCII's ability to meet its debt
obligations and its financial condition, potentyalinpacting its credit ratings, its ability to assecapital markets and its compliance with debt
covenants. In addition, the magnitude of any segets or judgments may cause QCII to draw downifsigntly on its cash balances, which
might force it to obtain additional financing orpdare other methods to generate cash. Such metioodd include issuing additional
securities or selling assets. As a wholly ownedsiliairy of QCII, our business operations and finanmondition could be similarly affected,
potentially impacting our credit ratings and acdesthe capital markets.

The 2005 QSC Credit Facility makes available to GBBE0 million of additional credit subject to céntaestrictions as described belc
and is currently undrawn. This facility has a crpagment default provision, and this facility aredtain other debt issues of QCII and its o
subsidiaries also have cross acceleration prowasifhen present, such provisions could have a vindgact on liquidity than might
otherwise arise from a default or acceleration sihgle debt instrument. These provisions genepatbyide that a cross default under these
debt instruments could occur if:

* QCIl fails to pay any indebtedness when due inggregate principal amount greater than $100 million

e any indebtedness is accelerated in an aggregategal amount greater than $100 million ($25 millio the case of one of the debt
instruments); o

» judicial proceedings are commenced to foreclosargnof QCI’s assets that secure indebtedness in an aggnagatgal amount
greater than $100 milliol

Upon such a cross default, the creditors of a rist@mount of QCII's debt may elect to declare thatefault has occurred under their
debt instruments and to accelerate the principaiusts due such creditors. Cross acceleration pomdsare similar to cross default
provisions, but permit a default in a second destrument to be declared only if in addition toediadilt occurring under the first debt
instrument, the indebtedness due under the fitstidstrument is actually accelerated. As a whollsned subsidiary of QCII, our business
operations and financial condition could be affdcfgotentially impacting our credit ratings andesxto the capital markets. In addition, the
2005 QSC Credit Facility contains various limitaso including a restriction on using any proceedmfthe facility to pay settlements or
judgments relating to the investigation and semsriactions discussed in Not—Commitments and Contingencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report.
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Historical View

For the Nine Months Ended
September 30,

2005 2004

(Dollars in millions)

Cash Flows:
Provided by operating activitit $ 2,517 $ 2,34
Used for investing activitie (690) (2,009
Used for financing activitie (1,84%) (1,685
Net decrease in cash and cash equiva $ (25 $ (350

Operating Activities

Our cash provided by operating activities increasdtie nine months ended September 30, 2005 cadparthe same period of 2004
primarily due to increased net income after adjigstor non-cash items.

Our employees participate in the QCII pension, pestement and other post-employment benefit pl@©GIl does not anticipate a
requirement to make any significant contributioriite QCII retirement plans in 2005.

Investing Activities

We used $318 million less cash for our investintyaies during the nine months ended SeptembeR805 as compared to the nine
months ended September 30, 2004. As compared t 80€ing 2005, our capital expenditures decre&283 million, or 25%, due to
decreased capital expenditures for DSL deploymedi@wver local network infrastructure spending doneyart, to our reuse programs as well
as from a $33 million sales and use tax refundiveden the second quarter of 2005. We expectdaba®005 capital expenditures will be
slightly lower than our 2004 levels.

Financing Activities

Cash used for financing activities increased $18kom for the nine months ended September 30, 28ff6pared to the same period in
2004. The increase in cash used for financing dieswas primarily the result of $332 million ddlections on a note receivable from an
affiliate in the second quarter of 2004, which wastially offset by the fact that our 2005 borrogiiand repayment activity used $27 million
in net cash while our 2004 borrowing and repaynaetivity used $186 million in net cash. Our exigtolebt covenants do not limit the
amount of dividends we can pay to our parent. Ait&aber 30, 2005, we were in compliance with alMgions or covenants of our
borrowings.

Credit ratings
The table below summarizes our long-term debt gatat September 30, 2005 and December 31, 2004:

S&P BB-
Fitch BB
Moody's Ba3

In October 2005, S&P raised its rating on our léagn debt to BB from BB- and Moody'’s placed ouington review for possible
upgrades.

Debt ratings by the various rating agencies reiach agency’s opinion of the ability of the issuerrepay debt obligations as they
come due. In general, lower ratings result in higieerowing costs and/or impaired ability to bortowsecurity rating is not a
recommendation to buy, sell, or hold securities iag be subject to revision or withdrawal at anygiby the assigning rating organization.

Given our current credit ratings, as noted aboue ability to raise additional capital under acedyé terms and conditions may be
negatively impacted.
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Risk Management

We are exposed to market risks arising from chaingagerest rates. The objective of our interes¢ risk management program is to
manage the level and volatility of our interestexgpe. We may employ derivative financial instruregatmanage our interest rate risk
exposure.

We had approximately $1.25 billion of floating-ratebt as of September 30, 2005 and December 34,\26i¢h was exposed to
changes in interest rates. This exposure is linkddBOR. A hypothetical increase of 100 basis p®in LIBOR would increase annual pre-
tax interest expense by $12.5 million in 2005. ASeptember 30, 2005 and December 31, 2004, wapadximately $21 million and
$400 million, respectively, of long-term fixed ratebt obligations maturing in the following 12 miesit We are exposed to changes in interest
rates at any time that we choose to refinancediiis. A hypothetical 100 or 200 basis point incegiasthe interest rates on any refinancing of
the current portion of long-term debt would not d@material effect on our earnings.

As of September 30, 2005, our proportionate shi€Gil’ s investments was $267 million of cash investethidmey market instrumer
and $58 million invested in auction rate securitss interest rates change, so will the interespime derived from these instruments.
Assuming that the investment balance was to reg@istant, a hypothetical increase of 100 basistpairmoney market rates would incre
annual interest income by $3 million. As of Septem®0, 2005, our share of QCII's investment in dixate short-term investments was
$11 million; however the income from these invesitags not subject to interest rate volatility daeheir fixed rate structure.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q contains or incorporates by refeedipeward-looking statements about our financialdition, results of operations and
business. These statements include, among others:

» statements concerning the benefits that we expdlatesult from our business activities and certansactions we have completed,
such as increased revenue, decreased expensesoatetizexpenses and expenditures;

« statements of our expectations, beliefs, futurapbnd strategies, anticipated developments ard pthtters that are not historical
facts.

These statements may be made expressly in thisyaatwor may be incorporated by reference to otbeuchents we will file with the
Securities and Exchange Commission (“SEC”). Youfaahmany of these statements by looking for wasdsh as “believes,” “expects,”
“anticipates,” “estimates,” or similar expressiars®d in this report or incorporated by referencihii; report.

These forward-looking statements are subject toamans assumptions, risks and uncertainties thataaaye our actual results to be
materially different from any future results exped or implied by us in those statements. Somkeesfet risks are described below undrisk
Factors.” These risk factors should be considaresbnnection with any subsequent written or oralvBrd-looking statements that we or
persons acting on our behalf may issue. We do mi¢take any obligation to review or confirm antdyexpectations or estimates or to
release publicly any revisions to any forward-laowkstatements to reflect events or circumstandes thie date of this report or to reflect the
occurrence of unanticipated events. Further, tf@nmation contained in this document is a statem&our intention as of the date of this
filing and is based upon, among other things, #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

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

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

Due to these and other factors, we believe conigetitlecommunications providers are no longer éiad by historical barriers to
entry. As a result, we are seeking to distinguigtselves from our competitors through a numbeustamer service initiatives. These
initiatives include expanded product packaging pdified billing, improved customer support and atlbagoing measures. However, these
initiatives are new and unproven. We may not ha¥icgent resources to distinguish our service lsefeom those of our competitors, and we
may not be successful in integrating our produfirofgs, especially products for which we act asseller. Even if we are successful, these
initiatives may not be sufficient to offset our ¢tioming loss of access lines. Please see “ManagesrBiscussion and Analysis of Financial
Condition and Results of Operations” in Item 2 aftR of this report for more information regardittgnds affecting our access lines.

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

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

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

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

Our revenue decline over the past few years i€lprattributable to our continued loss of acceassdj which is a result of increased
competition and technology substitution (such aglss and cable substitution for wireline telephoiVe are seeking to improve our
competitive position through product packaging atiter sales and marketing initiatives. However masy not be successful in these efforts.
If we are not successful and our revenue decliretemally without corresponding cost reductionss thill cause a material deterioration to
our results of operations and financial conditiod adversely affect our ability to service debt pag other obligations.
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Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the major lawsuits pendimggimst QCII and us or the investigation of QCs business currently being conducted
by the U.S. Attorney’s Office could have a materadverse impact on our financial condition and oging results, on the trading price of
our debt securities and on our ability to accese ttapital markets.

The Department of Justice investigation and thersties actions described in Note 6—Commitments @odtingencies to our
condensed consolidated financial statements in tehPart | of this report present material amghicant risks to QCIl and us. In many of
the securities actions, the plaintiffs seek tensitifons of dollars in damages or more, and in plgative class action lawsuit for which QCII
has entered into a memorandum of understandingdiegesettlement, lead counsel for the plaintifés lindicated that plaintiffs will seek
damages in the tens of billions of dollars. Thecontes in any cases which have been or may be krbyghe U.S. Attorney’s Office or the
SEC against former officers or employees of QClythave a negative impact on the outcome of cedfthese legal actions.

Further, the size, scope and nature of the restatenof QCII5 consolidated financial statements for 2001 ari02@&hich are describ:
in its Annual Report on Form 10-K/A for the fisgadar ended December 31, 2002 (“QCII's 2002 ForniK14?Y), affect the risks presented
these investigations and actions, as these matietve, among other things, QCII's prior accougtpractices and related disclosures.
Plaintiffs in certain of the securities actions éalleged QCII's restatement of items in suppotheir claims. We can give no assurance as to
the impacts on QCII's or our financial results imahcial condition that may ultimately result frath of these matters. During 2003 and 2004,
QCIlI recorded reserves in its financial statemésteing $750 million in connection with the inviggttions and securities actions. The
$750 million reserve was reduced by $125 millioiecember 2004 as a result of a payment in thatiatrio connection with a settlement in
October 2004 of the SEC'’s investigation of QClleTemaining reserve amount represents a final paltade made in connection with the
SEC settlement in the amount of $125 million, $4tilion that QCII expects to pay to settle the agitated securities action as described in
Note ¢—Commitments and Contingencies to our condenseslatiolated financial statements in Item 1 of Panft this report (offset by a $10
million payment to QCII from Arthur Andersen LLRJnd the minimum estimated amount of loss QCII webds probable with respect to the
other securities actions. However, the ultimateountes of these matters are still uncertain anektises significant possibility that the amount
of loss QCII ultimately incurs could be substamyiahore than the reserve QCII has provided. Ifreorded reserve that will remain after
QCII has paid the amount owed under the SEC settieand the settlement of the consolidated seesirtction is insufficient to cover these
matters, QCII will need to record additional char¢r its statement of operations in future periods.

An adverse outcome with respect to the U.S. Attgm®ffice investigation could have a material anghificant adverse impact upon
QCIl and us. Additionally, other than the consdi@thsecurities action which is the subject of a m@mdum of understanding regarding
settlement, QCII continues to defend against theieing securities actions vigorously and is cufyemnable to provide any estimate as to
the timing of the resolution of these remainingad. Any settlement of or judgment in one or moirghese actions substantially in excess of
QCII's recorded reserves could have a significant impa&@Cll and us, and we can give no assurance@igitor we will have the resourc
available to pay any such judgment. The magnitddmg settlement or judgment resulting from thestgoas could materially and adversely
affect QCII's and our ability to meet our debt glalfions and our financial condition, potentiallypatting our credit ratings, our ability to
access capital markets and our compliance with c®l@nants. In addition, the magnitude of any ettint or judgment may cause QCIl o
to draw down significantly on our cash balancesictvimight force us to obtain additional financingexplore other methods to generate ¢
Such methods could include issuing additional ggesror selling assets.

Further, given the size and nature of our busin@€d] and we are subject from time to time to vas@ther lawsuits which, depending
on their outcome, may have a material adverseteffeQCII's and our financial position. Thus, Q@Hd we can give no assurances as to the
impacts on our financial results or financial cdimh as a result of these matters.
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Continued scrutiny of QCII's financial disclosuresould reduce investor confidence and cause the ingdprice for our debt securities to
decline.

As a result of QCII's past accounting issues arditisreased scrutiny of financial disclosures, steeconfidence in QCII has suffered
and could suffer further. As discussed earlier,utf®. Attorney’s Office is currently conducting eavestigation of, without limitation,
transactions related to the various adjustmentgestdtements described in QCII’s 2002 Form 10-EW transactions between QCII and
certain of its vendors and certain investmentfiéngecurities of those vendors by individuals aased with QCII, and certain prior
disclosures made by QCII. Although, as describexyabQCII has entered into a settlement with th€ $&ncerning the SEC’s investigation
of QCII, in March 2005, the SEC filed suit agai@sEIl's former Chief Executive Officer, Joseph Naicghwo of its former Chief Financial
Officers, Robert Woodruff and Robin Szeliga, angeotformer officers and employees. In February 2@0&iminal indictment was returned
against Marc Weisberg, a former QCII executivefenheral district court in Colorado. The indictmatieges that Mr. Weisberg violated
federal laws by seeking and obtaining investmepbaoipinities for himself and others in vendors tfidtor sought to do business with QCII.
In June 2005, Ms. Szeliga reached an agreemenminicigle with the SEC staff to settle the actiogsiast her alleging civil fraud and other
claims and in July 2005, she pleaded guilty toimicial charge of insider trading. Other former QGfficers or employees have entered into
settlements with the SEC involving civil fraud aotther claims in which they neither admitted noriddrihe allegations against them. Civil
and criminal trials in the matters discussed is garagraph could take place in the future. Evidehat is introduced at such trials and in
other matters may result in further scrutiny by gmmental authorities and others.

The existence of this heightened scrutiny couldeashly affect investor confidence and cause thirtggprice for our debt securities to
decline.

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

Our operations are subject to extensive federallagion, including the Communications Act of 1934,amended, and FCC regulations
thereunder. We are also subject to the applicals bnd regulations of various states, includimyilieion by PUCs and other state agencies.
Federal laws and FCC regulations generally apphegolated interstate telecommunications (includimgrnational telecommunications that
originate or terminate in the United States), whtkte regulatory authorities generally have juctioh over regulated telecommunications
services that are intrastate in nature. The logalpetition aspects of the Telecommunications Ac386 are subject to FCC rulemaking, but
the state regulatory authorities play a signifiaah¢ in implementing those FCC rules. Generallg,must obtain and maintain certificates of
authority from regulatory bodies in most states nehee offer regulated services and must obtairr peigulatory approval of rates, terms and
conditions for our intrastate services, where nesgiiOur businesses are subject to numerous, #enl @iite detailed, requirements under
federal, state and local laws, rules and regulatidwcordingly, we cannot ensure that we are alvimg®mpliance with all these requireme
at any single point in time. The agencies respdasdy the enforcement of these laws, rules andlegpns may initiate inquiries or actions
based on their own perceptions of our conductaset on customer complaints.

Regulation of the telecommunications industry ianaing rapidly, and the regulatory environmentessgubstantially from state to
state. Recently a number of state legislaturesstatd PUCs have adopted reduced or modified fofmmegalation. This is generally benefic
because it reduces regulatory costs and regulélioy and reporting requirements. These changes génerally allow more flexibility for
new product introduction and enhance our abilityetgpond to competition. At the same time, somb@thanges, occurring at both the state
and federal level, may have the potential effegediicing some regulatory protections, includingifg commission-approved tariffs that
include rates, terms and conditions. These chamggsnecessitate the need for customer-specific@oistto address matters previously
covered in our tariffs. All of our operations atsasubject to a variety of environmental, safesalth and other governmental regulations.
There can be no assurance that future regulatadicial or legislative activities will not have aaterial adverse
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effect on our operations, or that regulators aidtpiarties will not raise material issues with mebg@ our compliance or noncompliance with
applicable regulations.

We monitor our compliance with federal, state aowhl regulations governing the discharge and dapafshazardous and
environmentally sensitive materials, including émission of electromagnetic radiation. Althoughbedieve that we are in compliance with
such regulations, any such discharge, disposah@son might expose us to claims or actions tbatdchave a material adverse effect on our
business, financial condition and operating results

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, is highly leveraged ocoasolidated basis. As of September 30, 2005¢consolidated debt was $7.7 billion,
which is included in QCII's total consolidated det$17.2 billion as of such date. A consideralstmant of our and QCII's debt obligations
comes due over the next few years. While we curdretieve we will have the financial resourcesrteet our obligations when they come
due, we cannot anticipate what our or QCII's futcoadition will be. We may have unexpected costslabilities and we may have limited
access to financing.

In addition to our periodic need to obtain finarcin order to meet our debt obligations as theyeolme, we may also need to obtain
additional financing or investigate other methaalgenerate cash (such as further cost reductiotieearale of assets) if cash provided by our
and QCII's operations does not improve, if reveand cash provided by operations decline, if econaronditions weaken, if competitive
pressures increase or if we or QCII become subjesignificant judgments and/or settlements adrtiscussed in Note 6—Commitments
and Contingencies to our condensed consolidatedidial statements in Item 1 of Part | of this réod in “Liquidity and Capital
Resources” above. We can give no assurance thatslditional financing will be available on terrhat are acceptable. Also, we may be
impacted by factors relating to or affecting QClltuidity and capital resources due to percepitiothe market, impacts on credit ratings, or
provisions in our and QCII's financing agreemehtst tmay restrict our flexibility under certain cdtimhs. The 2005 QSC Credit Facility has
a cross payment default provision, and the 2005 Q&dit Facility and certain other debt issues GIGand its other subsidiaries have cross
acceleration provisions. When present, such prawiscould have a wider impact on liquidity than Imigtherwise arise from a default or
acceleration of a single debt instrument. As a Whmlvned subsidiary of QCII and QSC, any such evendd adversely affect our ability to
conduct business or access the capital marketsand adversely impact our credit ratings.

In addition, the 2005 QSC Credit Facility contaiagious limitations, including a restriction on mgiany proceeds from the facility to
pay settlements or judgments relating to the ingatbn and securities actions discussed in Note€€émmitments and Contingencies to our
condensed consolidated financial statements in ItehPart | of this report.

Our high debt levels could adversely impact ouditnatings. Additionally, the degree to which iegether with QCII, are leveraged
may have other important limiting consequenceduding the following:

» placing us at a competitive disadvantage as cordpaith our less leveraged competitors, includinpneavho have significantly
reduced their debt through a bankruptcy proceet

* making us more vulnerable to the current or futloe/nturns in general economic conditions or in ahgur businesses;
» limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhioh we operate; and

« impairing our ability to obtain additional finangrin the future for working capital, capital expénces or general corporate
purposes
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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 requirements regattymaintaining and routinely upgrading our netevaill continue to be significant in
the coming years. We may be unable to further Baamitly reduce our capital requirements or opatpgxpenses even if revenue is
decreasing. We also may be unable to significaetiyice the operating expenses associated withuturefcontractual cash obligations,
including future purchase commitments, which maguim affect our operating results. Such non-disanary capital outlays and operating
expenses may lessen our ability to compete witargthoviders who face less significant spendingiireeqnents. While we believe that our
current level of capital expenditures will meettbour maintenance and our core growth requirengityy forward, this may not be the case
if circumstances underlying our expectations change

Declines in the value of QCIs pension plan assets could require it to provigignificant amounts of funding for its pension plan

While QCII does not expect to be required to malkaemial cash contributions to its defined benefitgion plan in the near term based
upon current actuarial analyses and forecastgnifisant decline in the value of pension plan &sgethe future or unfavorable changes in
laws or regulations that govern pension plan fugdiould materially change the timing and amounegfiired pension funding. As a result,
QCII may be required to fund its benefit plans wigsh from operations, perhaps by a material amésndf December 31, 2004, QGiIplar
assets exceed its accumulated benefit obligatidb4izp million. Recognition of an additional minimumbility caused by changes in plan
assets or measurement of the accumulated benégiattbn could have a material impact on its coitibd balance sheet. As an example, if
its accumulated benefit obligation exceeded plaetasn the future, the impact would be to eliménigd prepaid pension asset, which was
$1.192 hillion as of December 31, 2004, and reegpeénsion liability for the amount that its accuatatl benefit obligation exceeds plan
assets with a corresponding charge to other corepee loss in stockholder’s deficit. AlternativeyCll could make a voluntary
contribution to the plan so that the plan asseteed the accumulated benefit obligation.

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

We have declared and paid dividends to our dirareqt, QSC, based on the earnings of our wirelpgzations. In July 2004, we
modified our dividend practice to balance our ficiahneeds, cash position and credit profile witbse of our parent. As a result, going
forward, we may declare and pay dividends in exoéssir earnings to the extent permitted by appliedaw, which may consume a
significant amount of the cash we generate. Out d@enants do not limit the amount of dividendscaa pay to our parent.

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

The terms of QCII's and our debt instruments peboth QCII and us to incur additional indebtedn&sh debt may be necessary to
comply with regulatory obligations to maintain Q8lor our assets, to satisfy regulatory servicégalions, to adequately respond to
competition or for financial reasons alone. Incratakborrowings or borrowings at maturity on terat impose additional financial risks to
our various efforts to improve our financial comafitand results of operations could exacerbatether risks described herein.

Other Risks Relating to Qwest

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

The preparation of financial statements and reldisclosures in conformity with accounting prineplgenerally accepted in the United
States, or GAAP, requires management to make judtgnassumptions and
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estimates that affect the amounts reported in oosalidated financial statements and accompanyabgsn Our critical accounting policies,
which are described in our Annual Report on ForrK1for the year ended December 31, 2004, or oudZ8frm 10-K, describe those
significant accounting policies and methods usettiénpreparation of our consolidated financialestants that are considered “critical”
because they require judgments, assumptions aimtladss that materially impact our consolidatedririal statements and related disclost
As a result, if future events differ significanfhpm the judgments, assumptions and estimatesrigritical accounting policies or different
assumptions are used in the future, such everssumptions could have a material impact on ousaaitated financial statements and
related disclosures.

Taxing authorities may determine we owe additioniakes relating to various matters, which could adsely affect our financial results.

As a significant taxpayer, QCII is subject to frequand regular audits from the IRS, as well asifstate and local tax authorities.
These audits could subject us to risks due to adveositions that may be taken by these tax atitmrPlease see Note &emmitments an
Contingencies—Other Matters to our condensed catatet financial statements in Item 1 of Part thia$ report for examples of legal
proceedings involving some of these adverse positibor example, in the fourth quarter of 2004, KJ&€teived notices of proposed
adjustments on several significant issues for 88812001 audit cycle. Additionally, the IRS indiedtin January 2005 that it is reviewing
QCII's tax treatment of the sale of its DEX diragt@ublishing business in the 2002-2003 audit cycle

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

While QCII believes its tax reserves adequatelyigi®for the associated tax contingencies, QC#isaudits and examinations may
result in tax liabilities that differ materiallydm those it has recorded in its consolidated fir@statements. Also, the ultimate outcomes of
all of these matters are uncertain, and QCII caa gb assurance as to whether an adverse resuliine or more of them will have a mate
effect on its financial results, including potefitiaffsetting a significant portion of its exisimet operating losses, which could affect our
financial condition and operating results to theeakthe matters affect us.

If we fail to extend or renegotiate our collectil@mrgaining agreements with our labor unions as theypire from time to time, or if ou
unionized employees were to engage in a striketheowork stoppage, our business and operating fesaould be materially harmed.

We are a party to collective bargaining agreemwitts our labor unions, which represent a significammber of our employees. In
August 2005, we reached agreements with the CWAlan¢BEW on new three-year labor agreements. Batiese agreements was ratified
by union members and expires on August 16, 2008.ifipact of future negotiations, including changesages and benefit levels,
including, but not limited to, the cost of providiactive and post-retirement healthcare, could laaveaterial impact on our financial results.
Although we believe that our relations with our doyees are satisfactory, no assurance can be tie¢nve will be able to successfully
extend or renegotiate our collective bargainingeagrents as they expire from time to time. If wéttaextend or renegotiate our collective
bargaining agreements, if disputes with our unise, or if our unionized workers engage in &star other work stoppage, we could incur
higher ongoing labor costs or experience a sigmificlisruption of operations, which could have @emal adverse effect on our business.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

The information under the caption “Risk ManagementManagemens Discussion and Analysis of Financial Conditiod &esults o
Operations” in Item 2 of Part | of this reportigorporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

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

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer,
we evaluated the design and operation of our discéocontrols and procedures (as defined in Rilaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the “Exchange Act”) aSeptember 30, 2005. On the basis of this reviewpmnagement, including our Chief
Executive Officer and Chief Financial Officer, ctuded that our disclosure controls and proceduresi@signed, and are effective, to give
reasonable assurance that the information reqtoreé disclosed by us in reports that we file urtderExchange Act is recorded, processed,
summarized and reported within the time periodgi§iped in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted undier Exchange Act is accumulated and communicatedritonanagement, including our Chief
Executive Officer and Chief Financial Officer, imanner that allows timely decisions regarding megldisclosure.

There were no changes in our internal control dvancial reporting that occurred in the third geaf 2005 that materially affected,
or are reasonably likely to materially affect, @iternal control over financial reporting.
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PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 6—Commitments &uwhtingencies to our condensed consolidated finhst@atements in Item 1 of
Part | of this report is hereby incorporated byrefce.

ITEM 6. EXHIBITS
Exhibits filed for Qwest through the filing of thisorm 10-Q:

Exhibits identified in parentheses below are om \fiith the SEC and are incorporated herein by eefsg. All other exhibits are provid
as part of this electronic submission.

Exhibit
Number

3.1)

(3.9)

(3.9

4.1)

4.2)

4.9

(4.9)

(4.5)

(4.6)
@.7)

(10.7)

(10.2)

Description

Restated Articles of Incorporation of Qwest (inamated by reference to Qwest’'s Annual Report omFbd-K for the year
ended December 31, 1997, File N-3040).

Articles of Amendment to the Articles of Incorpdoat of Qwest (incorporated by reference to Qweltmrterly Report on
Form 1(-Q for the quarter ended September 30, 2000, Filel-3040).

Amended and Restated Bylaws of Qwest (incorporaya@ference to Qwest’'s Annual Report on Form 18-ff the year
ended December 31, 2002, File N-3040).

Indenture, dated as of April 15, 1990, by and betwglountain States Telephone and Telegraph Comgraahyl he First
National Bank of Chicago (incorporated by referetc®wes’s Annual Report on Form 10-K/A for the year ended
December 31, 2002, File Nc-3040).

First Supplemental Indenture, dated as of April1l991, by and between U S WEST Communications,dnd.The First
National Bank of Chicago (incorporated by referetec®wes’s Annual Report on Form 10-K/A for the year ended
December 31, 2002, File Nc-3040).

Indenture, dated as of October 15, 1999, by andd®mt U S WEST Communications, Inc. and Bank Onstf@ompany,
NL.A. (incorporated by reference to Qw's Annual Report on Form 10-K for the year endeddémsber 31, 1999, File No. 1-
3040).

Officer’s Certificate of Qwest, dated March 12, 2Qihcluding forms of 8/ 8% notes due March 15, 2012) (incorporated
by reference to Qwe’'s Form &4, File No. 33-115119).
First Supplemental Indenture, dated as of Augus2004, by and between Qwest and U.S. Bank Natiassbciation

(incorporated by reference to Qwest Communicatintesnational Inc.’s Quarterly Report on Form 1Ge@the quarter
ended September 30, 2004, File N-15577).

Second Supplemental Indenture, dated as of Nove2#heér004, by and between Qwest and U.S. Bank haltibssociation
(incorporated by reference to Qw's Current Report on Forn-K filed November 23, 2004, File No. C-03040).

Third Supplemental Indenture, dated as of JunQG@5, by and between Qwest Corporation and U.Sk Beational
Association (incorporated by reference to Qvs Current Report on Forn-K filed on June 23, 2005, File No. (-03040).

Registration Rights Agreement, dated August 194209 and among Qwest Corporation and the initimtpasers listed
therein (incorporated by reference to Qwest Comupatiuns International Inc.’s Quarterly Report onrRd.0-Q for the
quarter ended September 30, 2004, File 1-15577).

Registration Rights Agreement, dated November 2842by and among Qwest and the initial purchasstes! therein
(incorporated by reference to Qw's Current Report on Forn-K filed November 18, 2004, File No. C-03040).
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Exhibit
Number Description
(10.9) Registration Rights Agreement, dated June 17, 28@5ng Qwest Corporation and the initial purchabsted therein
(incorporated by reference to Qw's Current Report on Forn-K filed on June 23, 2005, File No. (-03040).
12 Calculation of Ratio of Earnings to Fixed Char¢
31.1 Chief Executive Officer Certification pursuant tection 302 of the Sarbar-Oxley Act of 2002
31.2 Chief Financial Officer Certification pursuant te@ion 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.

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

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

QWEST CORPORATION

/s  JoHNW. RICHARDSON
By:

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

November 1, 200

45
Exhibit 12
QWEST CORPORATION
CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(DOLLARS IN MILLIONS)
Nine Months
Ended
September 3C
Years Ended December 31,
2005 2004 2003 2002 2001 2000
Income from continuing operations before income$ax
discontinued operations and cumulative effect aingfe in
accounting principle effe $ 116 $1,74% $1,75¢ $2,43¢ $2,83: $2,20:
Add: estimated fixed charg 503 647 643 634 58¢ 58¢
Add: estimated amortization of capitalized inte| 9 10 13 14 15 12
Less: interest capitalize (5) 9) (13 (29 (44) (49
Total earnings available for fixed charg $ 1,671 2,39( 2,401 3,05¢ 3,392 2,75¢
Estimate of interest factor on rent 43 54 57 69 79 81
Interest expense, including amortization of prengudiscounts an
debt issuance cos 45t 584 57¢ 541 46& 45¢
Interest capitalize 5 9 13 24 44 49
Total fixed charge $ 503 $ 647 $ 643 $ 634 $ 58¢ $ 58¢

Ratio of earnings to fixed charg 3.3 3.7 3.7 4.8 5.8 4.7

Until May 1, 2004, Qwest Corporation provided wirgs services through its wholly owned subsidiarye& Wireless LLC (“Qwest
Wireless”). On May 1, 2004, we transferred owngrgifiQwest Wireless to an affiliate. As a consegeemve no longer have wireless
operations, and the results of operations anditlaadial position of Qwest Wireless have been s=ified in our consolidated financial
statements to be included in discontinued operstidmounts shown in this schedule have also begsem to conform to the current
presentation of our consolidated financial statemsen

Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Richard C. Notebaert, certify that:
1. I have reviewed this quarterly report on Forn-Q of Qwest Corporatior

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate 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 repo

3.  Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our



supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

c) Disclosed in this report any change in the tegid’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin

Date: November 1, 2005

/s] RICHARD C. N OTEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and President

Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Oren G. Shaffer, certify that:
1. I have reviewed this quarterly report on Forn-Q of Qwest Corporatior

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemeami,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentinisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant

c) Disclosed in this report any change in the teghid's internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer(s) anlaave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: November 1, 2005

/s] ORENG. SHAFFER

Oren G. Shaffer
Vice Chairman and Chief Financial Officer

Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER CERTIFICATION

Each of the undersigned hereby certifies, for thppses of section 1350 of chapter 63 of title flthe United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, in his capacity as an officer of Qwest @ogtion (“Qwest”), that, to his
knowledge, the Quarterly Report of Qwest on ForrQlfor the quarter ended September 30, 2005, Gdipplies with the requirements of
Section 13(a) of the Securities Exchange Act of4183d that the information contained in such refarly presents, in all material respec



the financial condition and results of operatiorQu¥est. This written statement is being furnisteethe Securities and Exchange
Commission as an exhibit to such Form 10-Q. A gigméginal of this statement has been providedwe§ and will be retained by Qwest
and furnished to the Securities and Exchange Cosionior its staff upon request.

Dated: November 1, 2005 By: /sl RICHARD C. N OTEBAERT

Richard C. Notebaert
Chairman, Chief Executive Officer and President

Dated: November 1, 2005 By: /s/  ORENG. SHAFFER

Oren G. Shaffer
Vice Chairman and Chief Financial Officer
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