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I QUALIFICATIONS

1. | am President of Lexecon, a consulting firm that specializes in the
application of economics to a variety of legal and regulatory issues. | am also Professor
of Law and Business at Northwestern University School of Law and Kellogg School of
Management and the Lee and Brena Freeman Professor of Law and Business Emeritus at
The University of Chicago Law School. | have served previously as Dean of The
University of Chicago Law School, Director of the Law and Economics Program at The
University of Chicago Law School, and as Professor of Law and Business at The
University of Chicago Graduate School of Business.

2. Both my research and my teaching have concerned the economics
of corporate law and financial markets. | have published approximately fifty articles in
leading legal and economics journals and am coauthor, with Judge Frank Easterbrook of
the Seventh Circuit Court of Appeals, of the book The Economic Structure of Corporate
Law (Harvard University Press). | have written, lectured and testified about measuring
damages in securities fraud and insider trading cases. Courts of all levels, including the
Supreme Court of the United States, have cited my articles as authoritative. See, e.g.,
Central Bank v. First Interstate Bank, 114 S. Ct. 1439 (1994); Basic Inc. v. Levinson, 485
U.S. 224, 246 n. 24 (1988); and Edgar v. MITE Corp., 457 U.S. 624, 643 (1982). My
curriculum vitae, which contains a list of my publications, is attached hereto as Exhibit
A.

3. I have served as a consultant or adviser on economic issues to,
among others, the United States Securities and Exchange Commission, The National

Association of Securities Dealers, the New York Stock Exchange, the Chicago Board of
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Trade, the United States Department of Labor, the United States Department of Justice,
the Federal Deposit Insurance Corporation, the Resolution Trust Corporation, and the
Federal Trade Commission.

4. I am a member of the American Economics Association and the
American Finance Association. | am also a former member of the Board of Directors of
the Center for the Study of the Economy and the State at The University of Chicago, and
former Chairman of the American Association of Law Schools' Section on Law and
Economics. | have testified as an expert witness in multiple proceedings in federal and
state courts across the country, as detailed in Exhibit A.

1. INTRODUCTION AND SUMMARY OF CONCLUSIONS

5. | understand that on April 19, 2007 Joseph P. Nacchio was
convicted of insider trading with respect to his sales of 1,330,000 shares of Qwest
Communications International Inc. (“Qwest”) common stock on 19 different dates during
the period from April 26, 2001 to May 29, 2001 (the “Insider Trading Period”). The total
proceeds generated from these sales were $52,007,549. | understand that the
Government alleged at trial that Mr. Nacchio traded on the basis of inside information
concerning (i) Qwest’s ability to achieve results consistent with its financial guidance for
2001, and (ii) the magnitude of Qwest’s IRU transactions. | have been asked by counsel
for Mr. Nacchio to estimate the portion of Mr. Nacchio’s sales proceeds that can be
attributed to inside information concerning these issues, i.e., how much lower the sales
proceeds and hence Mr. Nacchio’s trading gains would have been if the inside

information had been disclosed prior to the sales.!

1. My analysis herein is based on the fact that the jury has determined that Mr. Nacchio
traded on the basis of material inside information.
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6. In order to estimate the portion of Mr. Nacchio’s sales proceeds
that can be attributed to inside information, I first identified relevant disclosures that were
made after the Insider Trading Period (the “Subsequent Disclosures™). | then determined
the effect of the Subsequent Disclosures on the price of Qwest stock using well known
and established techniques in financial economics. | conclude that the portion of Mr.
Nacchio’s sales proceeds that can be attributed to inside information is $1,832,561. |
elaborate on this analysis in the remainder of this report.

I11.  ANALYSIS

A. The Subsequent Disclosures

7. My analysis focuses on disclosures made by Qwest during the
period from May 29, 2001 (the date of Mr. Nacchio’s last sale) to September 10, 2001
concerning its second quarter 2001 results, reductions in its guidance for 2001, and the
amount of IRU revenue during the first and second quarter of 2001. In particular:

e OnJuly 24, 2001 Qwest issued a press release reporting its financial results for
the 2" quarter of 2001 and hosted a conference call with the investment
community. See Exhibit B (a Qwest 8-K filed on July 24, 2001). On the call,
Qwest announced that it expected that revenue and EBITDA for 2001 would be
near the lower end of the previously announced ranges. Id.?

e On August 7, 2001, Mr. Nacchio’s spoke at an analyst conference hosted by Piper
Jaffrey and Qwest filed an 8-K containing his presentation. See Exhibit C (an 8-
K filed by Qwest on August 7, 2001).> Mr. Nacchio’s presentation included a
slide which reported Qwest’s annual actual and estimated non-recurring
broadban(‘j1 capacity sales as a percent of revenue for the period from 1996 to
2001. Id.

2. Also, see Trial Tr. 263:2-4; 270:6-271:25.
3. The 8-K is Trial Exhibit A-251.
4. Also, see Trial Tr. 269:13-17; 418:18-419:3.
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e On August 14, 2001, Qwest filed its 10-Q for the 2nd quarter of 2001 which
disclosed the magnitude of its first and second quarter IRU transactions in 2000
and 2001. See Exhibit D (Trial Exhibit 641), at 18.°

e On September 10, 2001 Qwest issued a press release and hosted a conference call

with the investment community in which it reduced its financial guidance for the
second half of 2001 and for 2002. See Exhibit E (Trial Exhibit 646).°

In addition to these disclosures by Qwest, | also considered Qwest’s stock price reaction
to an August 22, 2001 Davenport & Company analyst report analyzing the additional
information concerning Qwest’s IRU transactions that was disclosed by Qwest in its
second quarter 10-Q.” See Exhibit F (Trial Exhibit 745).2

B. The Stock Price Reaction to the Subsequent Disclosures

8. In an efficient market, the market price of an actively traded stock
reflects all publicly available information about the firm and its future prospects and
represents the financial community's best estimate of the present value of those pros-
pects.® As new information becomes available that changes investors' assessment of the
firm's prospects, traders buy and sell the stock until its price reaches a level that reflects
the new consensus view of the firm's prospects. Therefore, the change in the price of a
stock when new information becomes available measures the value of the new
information to investors. This type of analysis is known as an “event study” and is

widely used in finance.™

o

Also, see Trial Tr. 428:9-23.

Also, see Trial Tr. 288:25-289:3; 868:10-869:109.

7. Morgan Stanley also issued an analyst report on August 22, 2001 which discussed

Qwest’s IRU transactions.

Also, see Trial Tr. 2200:24-2207:12.

9. Qwest made regular public filings with the Securities and Exchange Commission,
Qwest stock was actively traded the New York Stock Exchange, and Qwest stock was
followed by numerous analysts. Therefore, it is reasonable to presume that the
market for Qwest stock was efficient.

10. See, e.9., A.C. MacKinlay, “Event Studies in Economics and Finance,” XXXV J.

Econ. Lit (March 1997) 13-39.

o

o
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9. In order to evaluate the effect of the Subsequent Disclosures on the
price of Qwest’s stock, | analyzed changes in Qwest’s common stock price on the first
day on which trading occurred following each Subsequent Disclosure, and separately
analyzed changes during the two-day period that includes both the trading day of and the
trading day following each Subsequent Disclosure. Use of one-day and two-day
windows is appropriate because in an efficient market, stock prices react quickly to new
information. Many studies by financial economists have focused on a one or two-day
“event window” during which to analyze changes in stock prices in response to new
information.**

10. It is standard practice in event studies to take into account the
effect of market factors on stock returns. This is typically done by estimating the
historical relationship between changes in a company’s stock price and changes in the
performance of a market index, using the historical relationship and the actual

performance of the market index on the day in question to calculate an expected return,

11. See, e.g., C. Woodruff & A. Senchack, “Intradaily Price-Volume Adjustments of
NYSE Stocks to Unexpected Earnings,” 43:2 Journal of Finance 467 (1988), at 482
(“we chose the closing price of the trading day following the announcement day to be
the fully adjusted price”); B. Cornell & G. Morgan, “Using Finance Theory to
Measure Damages in Fraud on the Market Cases,” 37 UCLA Law Review 883
(1990), at 906 (“an observation window of a day or two is long enough”); J. Macey,
G. Miller, M. Mitchell & J. Netter, “Lessons from Financial Economics: Materiality,
Reliance, and Extending the Reach of Basic v. Levinson,” 77 Virginia Law Review
1017 (1991), at 1031 (“When computing a stock return due to an event, financial
economists often define the event period as the two-day period consisting of the
announcement day and the following day”); J.C. Alexander, “The Value of Bad News
in Securities Class Actions,” 41 UCLA Law Review 1421 (1994), at 1433 (“Usually
the event study covers a two-day period to allow the market to assimilate the
disclosure™); and J. Campbell, A. Lo & A.C. MacKinlay, The Econometrics of
Financial Markets, (Chapter 4) Princeton University Press (1997), at 151 (“In
practice, the event window is often expanded to two days, the day of the
announcement and the day after the announcement”).
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and subtracting the expected return from the actual return to derive a residual return
(sometimes referred to as an “abnormal return” or “market -adjusted return”). In this
case, we estimated the relationship between Qwest’s return and Nasdaq Composite Index
during the period from April 1, 1999 to March 31, 2000 (i.e., the calendar year ending
one year prior to the month in which the improper sales began). | report results using the
CRSP Value-Weighted NASDAQ market index return, which reflects the dividend
adjusted performance of the NASDAQ market, because the Nasdag Composite Index is
one of the two market indices that Qwest used for performance measurement
comparisons (see Qwest Communications International Inc., Proxy Statement, May 2,
2001, at 22), and the CRSP value-weighted market return explained a greater percentage
of the variation in Qwest’s stock price during the estimation period than the other market
index (the Standard & Poor’s 500) during the estimation period.*?

11. When performing event studies, the conventional practice in
finance is to test the “null hypothesis” that the residual return is zero against either the
alternative hypothesis that the residual return is different from zero, or the alternative
hypothesis that the residual has a particular sign (i.e., it is positive, or it is negative).” If

the null hypothesis cannot be rejected at conventional levels of significance, then the

12. We also estimated a five-factor model that included each of the market and industry
indices that Qwest used for performance measurement comparisons and obtained
results that were qualitatively similar to those reported in the text.

13. See, e.g., John Y. Campbell, Andrew W. Lo, & A. Craig MacKinlay, The
Econometrics of Financial Markets, (Princeton University Press, 1997), at 160-66; A.
Craig MacKinlay, “Event Studies in Economics and Finance,” 35 Journal of
Economic Literature (March 1997), 13-39; G. William Schwert, “Using Financial
Data to Measure Effects of Regulation,” 24 The Journal of Law and Economics
(1981) 121-57; Daniel R. Fischel, “Use of Modern Finance Theory in Securities
Fraud Cases Involving Actively Traded Securities,” 38 The Business Lawyer (1982),
1-20, at 19.




EX4

residual returns are not considered to be statistically significant, i.e., they are not
considered to be significantly different from zero. Under these circumstances, one
concludes that the observed stock return on a particular date can be explained by the
independent variable(s) considered in the estimation model (and is not attributable to the
firm-specific events which occurred on that date).

12. In event studies, the statistical significance of the residual returns
is typically assessed by calculating a standardized measure of the size of the residual
return known as a “t-statistic.”** A t-statistic with an absolute value of 1.96 or greater
denotes statistical significance at the 5 percent level of significance (a conventional level
at which such assessments are made) in a “two-tailed” test of statistical significance.® In
a two-tailed test, the null hypothesis is that the residual return is zero, and the alternative
hypothesis is that the residual return is different from zero (i.e., either positive or
negative). A t-statistic with an absolute value of 1.65 or greater denotes statistical
significance at the 5 percent level of significance in a “one-tailed” test of statistical
significance.’® In a one-tailed test, the null-hypothesis is that the residual return is zero,
and the alternative hypothesis is that the residual return has a particular sign (e.g., it is

positive).

14. See, e.g., J. Campbell, A. Lo, & A.C. MacKinlay, The Econometrics of Financial
Markets, (Princeton University Press, 1997), at 160-66; A.C. MacKinlay, “Event
Studies in Economics and Finance,” 35 Journal of Economic Literature (March
1997), 13-39; G. W. Schwert, “Using Financial Data to Measure Effects of
Regulation,” 24 The Journal of Law and Economics (1981) 121-57; D.R. Fischel,
“Use of Modern Finance Theory in Securities Fraud Cases Involving Actively Traded
Securities,” 38 The Business Lawyer (1982), 1-20, at 19.

15. See, e.g., J.E. Mendenhall, W. Reinmuth & R.J. Beaver, Statistics for Management
and Economics (Duxbury Press, 1993), at 346-47.

16. 1d.
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13. The results of the event study are shown in Exhibit G. The exhibit

reports Qwest’s actual return and the residual return for the first two trading days

following each of the relevant dates. The exhibit also reports a T-statistics for each of the

residual returns. Exhibit G shows that:

Qwest’s residual return on July 24, 2001 was -3.58 percent, and Qwest’s residual
return over the two-day window beginning July 24, 2001 was -3.55 percent.
Neither the one-day residual return nor the two-day residual return is statistically
significant at conventional levels of significance (because the absolute value of
each of the relevant t-statistics is less than 1.65)."

Qwest’s residual return on day of the August 7, 2001 presentation was -0.77
percent, and Qwest’s residual return on the day of and day following the
presentation was 3.37 percent. Neither the one-day residual return nor the two-
day residual return was statistically significant at conventional levels of
significance.

Qwest’s residual return on August 14, 2001 was 6.49 percent, and Qwest’s
residual return over the two-day window beginning August 14, 2001 was 6.14
percent. The one-day increase was statistically significant at conventional levels
of significance in a one-tailed test but not in a two-tailed test (the t-statistic
exceeds 1.65 but is less than 1.96), and the two-day increase was not statistically
significant at conventional levels of significance.

Qwest’s residual return was -6.43% on August 22, 2001, and -6.33 percent the
next day. The two-day decline of -12.35 percent is statistically significant at
conventional levels of significance.

Qwest’s residual return was 9.30 percent on September 10, 2001, and 10.07%
over a two-day window. Both the one-day and the two-day increases are
statistically significant at conventional levels of significance.’®

In the aggregate, Qwest’s residual return on the days of the Subsequent
Disclosures was 4.20 percent, a positive, but not statistically significant amount;
Qwest’s residual return on the days of and the days following the corrective

17.

18.

Note that two-day residual returns are calculated by compounding the relevant one-
day residual returns. Formally: [1- ((1-.0358) x (1+.0003))] = -0.0355.

As a result of the consequences of the events of September 11, 2001, the first trading
day after September 10, 2001 was September 17, 2001. The two-day residual return
for September 10, 2001 and September 17, 2001 is statistically significant at the 95
percent level of confidence in a one-tailed test of statistical significance, but not in a
two-tailed test of statistical significance.
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disclosures was 2.08 percent, which is also a positive, but not statistically
significant amount.

C. The Amount of Sales Proceeds Attributable to Inside Information

14. As explained above, none of the Subsequent Disclosures had a
statistically significant negative effect on Qwest’s stock price on a one-day basis, but
Qwest’s residual return was negative and statistically significant during the two-day
window beginning August 22, 2001. Conversely, Qwest’s stock price increased
significantly both on the day of the September 10, 2001 press release and conference call
and over the two-day window beginning September 10, 2001. If only the August 22,
2001 and September 10, 2001 events are considered (because these are the only events
associated with statistically significant two-day residual returns), the cumulative residual
return over the relevant two-day windows is a decrease of 3.52 percent.*® Therefore, the
maximum portion of Mr. Nacchio’s sales proceeds that would be attributable to inside

information is $1,832,561 (i.e., 3.52 percent of $52,007,549).%°

19. This figure is obtained by compounding the -12.35 percent residual return over the
two-day window beginning August 22, 2001, and the 10.07 percent residual return
over the two-day window beginning September 10, 2001. Formally: [(1- (1 -.1235)
x (1+.1007))] = -.0352. (The cumulative residual return using one-day windows is
2.27 percent.)

20. If the stock price reaction to all of the Subsequent Disclosures is considered, then
none of Mr. Nacchio’s sales proceeds would be attributed to inside information
because the Subsequent Disclosures when viewed in totality did not cause Qwest’s
stock price to decline.
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CONSULTING EXPERIENCE

President, Lexecon

AREAS OF SPECIALIZATION

Corporate Finance, Corporate Control Transactions, Corporations, Financial Institutions,
Regulation of Financial Markets, Regulation of Investments, Economic Analysis of Law.

PUBLICATIONS

Payback: The Conspiracy to Destroy Michael Milken and His Financial Revolution, Harper
Business (1995).

The Economic Structure of Corporate Law, Harvard University Press (1991) (with Frank H.
Easterbrook).

ARTICLES

The Use of Trading Models to Estimate Aggregate Damages in Securities Fraud Litigation: An
Update, Briefly... Perspectives on Leqislation, Requlation, and Litigation, Vol. 10, No. 3
(National Legal Center for the Public Interest, 2006) (with David J. Ross and Michael A.
Keable).

The Hewlett-Packard Merger: A Case Study, in The New Investor Relations, Expert
Perspectives on The State Of The Art (Bloomberg Press Princeton, 2004) (with Kenneth R.
Cone, Gregory J. Pelnar and David J. Ross).

Market Evidence in Corporate Law, 69 U. Chi. L. Rev. 941 (2002).

Multidisciplinary Practice, The Business Lawyer, Vol. 55, (May 2000).

Government Liability for Breach of Contract, American L. & Econ. Rev. V1 N1/2 313 (1999)
(with Alan Sykes).

Lawyers and Confidentiality, 65 U. Chi. L. Rev. 1 (1998).

The Law and Economics of Vanishing Premium Life Insurance, 22 Del. J. Corp. Law 1 (1997)
(with Robert S. Stillman).

Clustering and Competition in Asset Markets, 20 J. Law & Econ. 23 (1997) (with Sanford J.
Grossman, Merton H. Miller, Kenneth R. Cone and David J. Ross).

Corporate Crime, 25 J. Legal Studies 319 (1996) (with Alan O. Sykes).

The Use of Trading Models to Estimate Aggregate Damages in Securities Fraud Litigation: A
Proposal for Change, in Securities Class Actions: Abuses and Remedies (The National Legal
Center for the Public Interest, 1994) (with David J. Ross).
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Civil Rico After Reves: An Economic Commentary, 1993 Sup. Ct. Rev. 157 (with Alan O. Sykes).

Contract and Fiduciary Duty, 36 J. Law & Econ. 425 (1993) (with Frank H. Easterbrook).

Should the Law Prohibit “Manipulation” in Financial Markets?, 105 Harv. L. Rev. 503 (1991)
(with David J. Ross).

Efficient Capital Markets, the Crash, and the Fraud on the Market Theory, 74 Cornell L. Rev.
907 (1989).

The Corporate Contract, 89 Colum. L. Rev. 1416 (1989) (with Frank H. Easterbrook); also
published in Corporate Law and Economic Analysis (Cambridge University Press 1990) (Lucian
Bebchuk ed.).

The Economics of Lender Liability, 99 Yale L. J. 131 (1989).

Should One Agency Requlate Financial Markets, in Black Monday and the Future of Financial
Markets (R. Kormendi, R. Kamphuis & J. W. H. Watson, ed.) (Dow Jones-Irwin Inc., 1988).

ERISA's Fundamental Contradiction: The Exclusive Benefit Rule, 55 U. Chi. L. Rev. 1105
(1988) (with John H. Langbein).

From MITE to CTS: Takeovers, the Williams Act and the Commerce Clause, 1987 Sup. Ct. Rev.
47.

The Regqulation of Banks and Bank Holding Companies, 73 Va. L. Rev. 301 (1987) (with Andrew
M. Rosenfield and Robert S. Stillman).

The Requlation of Accounting: Some Economic Issues, 52 Brooklyn L. Rev. 1051 (1987).

Organized Exchanges and the Regulation of Dual Class Common Stock, 54 U. Chi. L. Rev. 119
(1987).

Comparable Worth and Discrimination in Labor Markets, 53 U. Chi. L. Rev. 891 (1986) (with
Edward P. Lazear).

Comparable Worth: A Rejoinder, 53 U. Chi. L. Rev. 950 (1986) (with Edward P. Lazear).

Close Corporations and Agency Costs, 38 Stan. L. Rev. 271 (1986) (with Frank H. Easterbrook).

The Role of Liability Rules and the Derivative Suit in Corporate Law: A Theoretical and
Empirical Analysis, 71 Corn. L. Rev. 261 (1986) (with Michael Bradley).

Regulatory Conflict and Entry Requlation of New Futures Contracts, 59 J. Bus. S85 (1985).

Optimal Damages in Securities Cases, 52 U. Chi. L. Rev. 611 (1985) (with Frank H.
Easterbrook).

The Business Judgment Rule and the Trans Union Case, 40 Bus. Law. 1437 (1985).
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Insider Trading and Investment Analysts: An Economic Analysis of Dirks v. SEC, 13 Hofstra L.
Rev. 127 (1984).

Limited Liability and the Corporation, 52 U. Chi. L. Rev. 89 (1985) (with Frank H. Easterbrook).

Labor Markets and Labor Law Compared with Capital Markets and Corporate Law, 51 U. Chi. L.
Rev. 1061 (1984).

Customer Protection in Futures and Securities Markets, 4 J. Futures Markets 273 (1984) (with
Sanford J. Grossman).

Mandatory Disclosure and the Protection of Investors, 70 Va. L. Rev. 669 (1984) (with Frank H.
Easterbrook).

The Appraisal Remedy In Corporate Law, 1983 Am. Bar Found. Res. J. 875.

The Requlation of Insider Trading, 35 Stan. L. Rev. 857 (1983) (with Dennis W. Carlton).

Voting in Corporate Law, 26 J. Law & Econ. 395 (1983) (with Frank H. Easterbrook).

Auctions and Sunk Costs in Tender Offers, 35 Stan. L. Rev. 1 (1982) (with Frank H.
Easterbrook).

The Corporate Governance Movement, 35 Vand. L. Rev. 1259 (1982).

Use of Modern Finance Theory in Securities Fraud Cases Involving Actively Traded Securities,
38 Bus. Law 1 (1982).

Antitrust Suits By Targets of Tender Offers, 80 Mich. L. Rev. 1155 (May 1982) (with Frank H.
Easterbrook).

Corporate Control Transactions, 91 Yale L. J. 698 (1982) (with Frank H. Easterbrook).

The “Race to the Bottom” Revisited: Reflections on Recent Developments in Delaware
Corporation Law, 76 Nw. Univ. L. Rev. 913 (1982).

Takeover Bids, Defensive Tactics and Shareholders’ Welfare, 36 Bus. Law 1733 (1981) (with
Frank H. Easterbrook).

The Law and Economics of Dividend Policy, 67 Va. L. Rev. 699 (1981).

The Proper Role of a Target’s Management in Responding to a Tender Offer, 94 Harv. L. Rev.
1161 (1981) (with Frank H. Easterbrook) (awarded prize by Emory University for best paper
written in law and economics for the year 1981).

Secondary Liability Under Section 10(b) of the Securities Act of 1934, 69 California L. Rev. 80
(1981).

Efficient Capital Market Theory, the Market for Corporation Control, and the Regulation of Cash
Tender Offers, 57 Tex. L. Rev. 1 (1978); reprinted in K. Scott and R. Posner ed., Economic
Perspectives on Corporation Law and Securities Requlation (Little Brown 1980).
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Antitrust Liability for Attempts to Influence Government Action: The Basis and Limits of the
Noerr-Pennington Doctrine, 45 U. Chi. L. Rev. 80 (1977).

Comment, The Demand and Standing Requirements in Stockholder Derivation Actions, 44 U.
Chi. L. Rev. 168 (1977).

Comment, The Use of Government Judgments in Private Antitrust Litigation: Clayton Act
Section 5(a), Collateral Estoppel, and Jury Trial, 43 U. Chi. L. Rev. 338 (1976).




EX4

EDUCATION

University of Chicago Law School, Chicago, Illinois; J.D. 1977, cum laude; Order of the Coif;
Comment Editor, Vol. 44, University of Chicago Law Review; Approximately top 1% of the Class.
Awarded Casper Platt Award for best paper written by a student of the University of Chicago
Law School; awarded Jerome N. Frank Prize for excellence in legal writing while a member of
the University of Chicago Law Review, 1975 - 1977. Studied law and economics with Richard
Posner and other members of the faculty.

Brown University, Providence, Rhode Island; M.A. 1974 in American History.

Cornell University, Ithaca, New York; major-American History; minor-Economics; B.A. 1972.
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Chancery Division, No. 02 CH 11837 (September 18, 2006).
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I TEM5. Oher Events

On July 24, 2001, Qnest Conmmunications International Inc. ("Qaest") reported its
financial results for the 2nd quarter of 2001. A copy of the press rel ease
announci ng the sane is attached as Exhibit 99.1 to this Current Report on Form
8- K.

On July 24, 2001, Qnest also hosted a conference call w th nedia, analysts,

i nvestors and other interested persons during which it discussed, anpng ot her
things, its business and operations, its announced financial results and its
expected financial results for future periods. As previously announced, the
webcast of the call (live and replay) Is accessible on Qrvest's website.

On the call Qmest announced the followi ng (all nunbers are approximate):

0 Based on its results, it expected that revenue and EBI TDA (earni ngs
before interest, taxes, depreciation and anortization) for 2001 woul d
be within the previously announced ranges, possibly near the | ower end
of those ranges due to econonic slowing. Its previous guidance was for
revenues of $21.3 billion to $21.5 billion and EBITDA of $8.5 billion
to $8.6 billion. These expectations are based upon certain assunptions,
i ncl udi ng, anong others, that the econony in general is not
significantly weaker in the second half of 2001, and that it continues
to effectively manage its cost structure.

o] It expected capital expenditures in 2002 to decrease to approxi mately
$7.5 billion due to increased asset utilization, effective vendor
managenment, and reduced activity in 2002 and future years for Section
271 approval, service inprovements and the CLEC buil dout.

o] It is targeting wireless annual revenue growh of 70%to 80%in 2001
conpared to 2000 and expected between 1.3 million and 1.4 mllion
wirel ess customers at the end of 2001.

o] Based on current expectations, it was targeting annual growh for 2002
conpared to 2001 in the 14%to 15%range for revenue and 16%to 17%
range for EBI TDA. These expectations are based upon certain
assunptions, including, anong others, that the economy in general has a
nodest recovery, and it generates an incremental $200 mllion in
out - of -regi on DLEC/ CLEC revenue and $350 nmillion of in-region interLATA
revenue during 2001.

o] It expected that it would achieve its CAGR (conmpounded annual grow h
rate) targets of 15+% for revenue and 17+% for EBI TDA from 2000 to
2005.
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0 It believed it could achieve a $2 billion annualized revenue run rate
for in-region |l ong distance service within the first year it received
Section 271 approval in all of its 14 states.

o] Wth respect to the status of its Section 271 approval process, it
expects to file its first application with the FCC for approval |ater
this year, to file the remaining applications in late 2001 and early
2002, and to receive approval for all states by m d-2002.

0 It had achieved 15%to 20% of the total expense synergies it had
anticipated to achieve from 2000 to 2005 in connection with the
acquisition of US WEST ahead of the original schedule. The Conpany
sees further opportunity to streamine operations resulting in
addi ti onal cost savings.

o] It expected EBITDA nargins would i ncrease slightly during the second
hal f of 2001.

0 It expected cash EPS (earnings per share) in 2001 of $1.10 to $1.20 and
in 2002 in a range around $1.40.

0 It expected it would need between $1.5 billion and $2.0 billion in
addi ti onal debt before becom ng cash flow positive.

o] Following Qnest's $3.05 billion wite down of its investment in
KPNQnest, amortization of intangible assets will be reduced by
approxi mately $84 billion per quarter. Going forward, intangible
anortization expense is expected to be near $308 mllion per quarter
(down from$392 mllion in the second quarter).
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Forward Looking Statements Warning

This Current Report on Form 8-K contains projections and ot her forward-1|ooking
statenments that involve risks and uncertainties. These statements may differ
materially fromactual future events or results. Readers are referred to the
documents filed by Qwest with the Securities and Exchange Comnmi ssion
specifically the npbst recent reports which identify inportant risk factors that
could cause actual results to differ fromthose contained in the forward-I| ooking
statenents, including potential fluctuations in quarterly results, volatility of
Qnest's stock price, intense conpetition in the comunications services market,
changes in demand for Qaest's products and services, dependence on new product
devel opnent and accel eration of the depl oynent of advanced new services, such as
br oadband data, wireless and video services, which could require substantia
expendi ture of financial and other resources in excess of contenplated |evels,

hi gher than antici pated enpl oyee | evels, capital expenditures and operating
expenses, rapid and significant changes in technol ogy and markets, rapid and
significant changes in technol ogy and narkets, adverse changes in the regulatory
or legislative environnent affecting Quest's business and delays in Qunest's
ability to provide interLATA services within its 14-state |ocal service
territory, failure to maintain rights of way, and failure to achieve the
projected synergies and financial results expected to result fromthe
acquisition of US WEST, Inc. tinmely or at all and difficulties in conbining the
operations of Qwmest and U S WEST. The information contained in this Current
Report on Form8-K is a statement of Qmest's present intention and is based
upon, anong ot her things, the existing regulatory environnent, industry
conditions and nmarket conditions and prices. Qaest may change its intentions, at
any time and without notice, based upon any changes in such factors, in Qnest's
assunptions or otherwi se. This Current Report on Form 8-K includes anal ysts
estimates and other information prepared by third parties for which Quest
assunes no responsibility. Qwaest undertakes no obligation to review or confirm
anal ysts' expectations or estimates or to rel ease publicly any revisions to any
forward-1ooking statenents to reflect events or circunstances after the date
hereof or to reflect the occurrence of unanticipated events.

By including any information in this Current Report on Form 8-K, Qnest does not
necessarily acknow edge that disclosure of such information is required by
applicable law or that the information is materi al

| TEM 7. Financial Statenents, Pro Formm Financial Information and Exhibits

Exhibit 99.1 Press release dated July 24, 2001.
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SI GNATURES

Pursuant to the requirenents of the Securities Exchange Act of 1934, Quest has
duly caused this report to be signed on its behalf by the undersigned thereunto
duly authori zed.

QAEST COVMUNI CATI ONS | NTERNATI ONAL | NC.

DATE: July 25, 2001 By: /s/ YASH A. RANA

Yash A. Rana
Vi ce President
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EXH BI T | NDEX

Exhibit 99.1 Press release dated July 24, 2001.
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RIDE THE LI GHT
QUNEST
{ GRAPHI C OM TTED}

QUEST COMMUNI CATI ONS REPORTS STRONG SECOND QUARTER 2001 RESULTS DRI VEN
BY GROMH I N COMMERCI AL, | NTERNET AND DATA REVENUES

Quarterly Revenue G ew Over 12 Percent Versus Pro Forma 2000

Second quarter results conpared with pro forma second quarter 2000:

0 Total revenue grew 12.2 percent to $5.22 billion

o] Pro forma nornalized net incone was $128 nillion, or $0.08 per dil uted
share

o] Internet and data services revenue grew about 41 percent and
represents more than 27 percent of total revenue

o] Conmmer ci al revenue increased 26.7 percent with nmarket share gains in

gl obal busi ness servi ces and whol esal e markets
o] Total EBI TDA grew 13.1 percent to $2.03 billion conpared with pro
forma normalized EBI TDA in second quarter 2000

Reported second quarter results conpared with second quarter 2000:

0 Total revenue of $5.22 billion grew 51.4 percent, while EBI TDA of
$2.03 billion increased 30.1 percent

0 One-tinme and nerger-rel ated charges of $3.72 billion, pre-tax,
primarily conprised of non-cash, non-operating wite-downs in equity
hol di ngs of ot her conpanies

0 Net |oss of ($3.31) billion or ($1.99) per share conpared to a net
| oss of ($121) million or ($0.14) per share in the second quarter of
2000

Qperational results:

o] DSL custoners grew 105 percent to 360,000 custoners over second
guarter 2000

o] Leader shi p changes in consumer, small business and wireless units
drove record sales for those units in June

o] Strong quarter for whol esal e services led by Internet services and

optical network services

Note to investors: Pro forma nornalized information regarding Qnest's results
fromoperations is provided as a conplenment to reported results provided in
accordance with accounting principles generally accepted in the United States
(GAAP). The condensed consolidated pro forma normalized statenments give
retroactive effect as though the nmerger of Qaest and U S WEST, Inc. had occurred
as of the beginning of the periods presented. Shares outstandi ng and earnings
per share have been restated to give retroactive effect to the exchange ratio
resulting fromthe Merger. In addition, results have been adjusted to elimnate
the inpact of non-recurring itens, such as nerger costs, a depreciation

adj ustment on access lines returned to service, gains/losses on the sale of

i nvestments, change in the market value of investnents, the wite-down of

i nvestnments, elimnation of in-region |ong-distance activity, and a tax true-up
on nerger-rel ated expenses. Certain re-classifications have been nmade to prior
periods to conformto the current presentation.
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DENVER, July 24, 2001 -- Qaest Communi cations International Inc. (NYSE Q, the
br oadband comuni cati ons conpany, today announced strong revenue and earni ngs
before interest, taxes, depreciation and anortization (EBITDA) for the second

quarter of 2001. Total second quarter revenue increased to $5.22 billion, a 12.2
percent increase versus pro forma second quarter 2000 revenue. Second quarter
EBI TDA grew 13.1 percent on a pro forma nornalized basis to $2.03 billion. In

addition, Qaest recorded pro forma normalized net inconme of $128 mllion, or
$0.08 per diluted share. Qaest has net or exceeded the consensus of anal ysts
estimates for the 17th consecutive quarter.

"We are pleased with our overall results achieved during the quarter. The Qaest
team denonstrated its ability to continue strong revenue and EBI TDA growth by

| everagi ng our uni que and diverse market position in challenging econonic
conditions," said Joseph P. Nacchio, Quaest chairmn and CEO. "W are encouraged
by strong growth in our commercial unit and by recent operational inprovenents,
driven by new busi ness | eadership. These factors are key to our growth through
the remai nder of the year."

Reported in accordance with generally accepted accounting principles (GAAP),
Qnest' s revenue increased 51.4 percent; EBITDA grew 30.1 percent over reported
second quarter 2000 results; and Qaest recorded a net |oss of ($3.31) billion or
($1.99) per share for the second quarter 2001. The GAAP-based results include
$3.72 billion in pre-tax one-tinme charges. The one-tine itens include $3.11
billion in non-cash investnent wite-downs principally conprised of the
conpany's hol dings in KPNQnest; $415 million in nmerger-rel ated charges; a
non-cash charge of $222 nillion for additional depreciation on access |lines
previously held for sale; and $27 nmillion in other one-time gains (net). These
one-time items are excluded fromthe pro forma normalized results presented in
Attachnment A to this news rel ease.

On July 20, 2001, Qnest terminated its agreenent with Citizens Conmuni cations
Conpany to sell access lines and related properties and ceased actively
marketing all access lines held for sale. As a result, a cunulative depreciation
catch-up of $222 million was recorded in the second quarter.

Conmer ci al services revenues increased 26.7 percent to $2.90 billion, driven by
a robust demand for Qmest's broadband Internet, data and Internet Protocol (IP)

services. Internet, data and I P services grew about 41 percent in the quarter as
conpared with the second quarter of the previous year. Strong demand for Quest's
donestic and international whol esal e and gl obal business services led to

conti nued market share gain, which offset the inpact of the slow ng econony on

| ocal service revenues.

The conpany's small business and consuner units reported services revenue growh
of 4.4 percent, or two percent including out-of-region |ong-distance service
results.

Second quarter EBITDA, on a pro forma nornalized basis grew 13.1 percent to
$2.03 billion as EBI TDA margi ns expanded 40 basis points from 38.5 percent in
second quarter 2000 to 38.9 percent in second quarter 2001. This increase in
EBI TDA margin resulted fromtight cost controls and productivity inprovenents.

"We are pleased with the continued execution of our financial and operationa
plans. Qaest's ability to adjust to market conditions and deliver revenue growh
denonstrates the val ue of our brand and our diverse asset portfolio," said Robin
R Szeliga, Qwmest executive vice president of finance and CFO "W achieved
strong revenue and EBI TDA growth for the quarter as we continued our focused
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execution of the conmpany's growth strategies. Additionally, we will continue to
stream i ne the conpany's cost structure and achi eve operational efficiencies."

On a pro fornma normalized basis, the conpany recorded second quarter net
earnings of $128 mllion, or $0.08 per diluted share, conpared to net earnings
of $255 mllion, or $0.15 per diluted share, a year ago. The decrease reflects
increases in both interest expense and depreciation driven by Qnest's

grow h-stinmul ated capital programand the anortization inmpact from

nerger-rel ated purchase accounting. Pro forma nornalized cash earni ngs per

di luted share, which excludes anortization, were $0.29 for the second quarter of
2001 versus $0.32 in the second quarter of 2000.

For the full year 2001, Qmest expects to achieve total revenues of $21.3 billion
to $21.5 billion and EBITDA of $8.5 billion to $8.6 billion. Quest al so expects
to spend between $8.8 billion and $9.0 billion of capital in 2001.

Yest erday, Qmest proposed commencing a private placenent of approximately $3.0
billion in notes to refinance commerci al paper and ot her debt.

COWMMERCI AL, SMALL BUSI NESS AND CONSUMER MARKETS

Conmer ci al revenues grew 26.7 percent conpared to the second quarter 2000.

A obal business nmarkets sales were strong, |ed by demand for | P-access services,
i ncludi ng dedicated Internet access (DI A), virtual private network (VPN)
services, and Internet dial ports. Data and |IP sal es conmprised 70 percent of the
total gl obal business markets contracted sales in the second quarter 2001,
conpared with more than 60 percent in the first quarter.

In the second quarter, Qaest continued to growits share in |arge, nationa
mar ket accounts with new contracts from such conpanies as Mcrosoft's MSN

Kai ser Permanente and Fifth Third Bank. Qaest al so won new business in the
government and educati on sectors during the quarter, including the U S. Mnt,
State of Maryland, State of Louisiana, the University of Mssouri System and
California State University.

Conmer ci al whol esal e revenues were sparked by strong demand for Internet and
optical network capacity worldwi de. Contributing to this demand was a "flight to
safety" spurred by reported and perceived difficulties of nmany new carriers.

Wol esal e revenue from Quaest's 14-state | ocal service territory benefited from
strong denand for private line and access services stimulated in part by |oca
conpetition.

Smal | busi ness sal es generated a 5.3 percent sequential growh and hit an
all-time nonthly high in June, reflecting the initial success of a newy formed
busi ness unit focused on the small business narket.

More than 30 percent of Qaest consumer custoners subscribe to bundl ed services
i ncluding Internet access, voice messaging, caller identification, voice
nessagi ng and additional lines -- a 12 percent increase over the second quarter
of 2000. There is significant opportunity for further bundling of DSL and

Wi rel ess services as only two percent of customers have bought fully integrated
conmuni cati ons services bundles. The addition of |ong-distance service to the
bundl e, foll owi ng Federal Conmmruni cations Comm ssion's approval for Qaest to
re-enter the | ong-distance business in the 14-state | ocal service area,
represents an additional, significant revenue growth opportunity.

Wrel ess services revenues grew 20 percent sequentially or 51 percent
year-over-year to nmore than $181 mllion in the second quarter of 2001. Quest
Wi rel ess custonmers totaled over one mllion at the end of the quarter. Average
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revenue per user increased to $52 from $50 in the first quarter of 2001 as Quest
focused on hi gh-val ue custoners and exited the | ow usage, pre-paid business. In
June, the wireless business unit, under new | eadership, benefited from

pronmoti onal and marketing activities by w nning nearly 95,000 new (gross)
customers--a record nonthly nunber. This puts Qwmest Wreless on track to achi eve
bet ween 70 percent to 80 percent annual revenue grow h.

| NTERNET, DATA and | P SERVI CES

Second quarter Internet, data and | P services revenues grew about 41 percent
over the second quarter 2000. Internet and data revenues represent nore than 27
percent of total revenue. Strong growth was realized in the foll owi ng areas: VWb
hosting and rel ated services, dedicated Internet access (DA, DSL, virtua
private network (VPN), and Internet professional services.

Digital Subscriber Line (DSL) growth renmained strong with an increase of nore
than 105 percent annually to approxi mately 360,000 custoners. The nunber of DSL
customers is expected to hit 500,000 by the end of 2001.

Qnest and M crosoft during the quarter fornmed a five-year strategic alliance to
conbi ne prem um MSN I nternet Access, content and services with Qaest's broadband
I nternet network and tel ecommunications services for 10 million consuner hones
in Qvest's local service area. Qrest will exclusively market MSN Internet Access
and services alone or in bundles of services to new and exi sting custoners
starting later this sumer. In addition, MSN will purchase from Qrest; broadband
capacity, digital subscriber lines (DSL), dial ports, and billing and

coll ections services to support the delivery of its content solutions and
services to consuners.

NETWORK EXPANSI ON

The conpany extended its global network to nore than 113,000 route mles (4.5
mllion fiber miles) through 7,000-mnmiles of fiber-optic routes in Asia and the
M ddl e East that provide customers with seam ess gl obal connectivity on Qaest
facilities. Quaest acquired these new routes through transactions with other
carriers, taking advantage of favorable pricing for existing assets. In
addi ti on, Qwmest beat its goal of operating |ocal broadband networks in 25 major
markets outside its 14-state |l ocal service territory seven nonths ahead of
schedul e.

SERVI CE | MPROVEMENT

J.D. Power and Associ ates has nanmed Qaest nunber one in custoner satisfaction
anong residential |ong-distance custoners nati onwi de who spend nore than $50
nonthly. The survey neasured custoner satisfaction across a nunber of key
attributes including service, product quality and value. The study also cited
Qnest for significant inprovement in the past year in resolving customner
guestions with one call

During the quarter, Qwmest continued to see the best custoner service results in
seven years in key areas for residential and small business custoners, including
installations, repairs and out-of-service response intervals. Total customer
conplaints in the second quarter were down 18 percent as conpared with the sane
period a year ago. This is the fourth consecutive quarter of service

i mprovenents.

Conference Call Today

As previously announced, Qnest will host a conference call for investors and the
nmedia today at 9 a.m (EDT), featuring Joseph P. Nacchio, Qwest chairman and
CEQ and Robin R Szeliga, Qaest executive vice president of finance and CFO
The call nay be heard on the Wb at www. qwest/coni about/investor/ neetings.
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About Qnest

Qnest Communications International Inc. (NYSEE Q is a leader in reliable,
scal abl e and secure broadband data, voice and i mage conmuni cations for

busi nesses and consuners. The Qwest Macro Capacity(R) Fi ber Network, designed
with the newest optical networking equi prent for speed and efficiency, spans
nore than 113,000 nmiles globally. For nore information, please visit the Qnest
web site at www. gwest.com

###

This rel ease may contain projections and ot her forward-|ooking statenments that

i nvol ve risks and uncertainties. These statenents may differ materially from
actual future events or results. Readers are referred to the docunents filed by
Qrest with the Securities and Exchange Conmi ssion, specifically the nost recent
reports which identify inportant risk factors that could cause actual results to
differ fromthose contained in the forward-Iooking statements, including
potential fluctuations in quarterly results, volatility of Qmest's stock price,
i ntense conpetition in the comruni cati ons services market, changes in demand for
Qnest's products and services, dependence on new product devel opnent and

accel eration of the depl oyment of advanced new services, such as broadband dat a,
wi rel ess and video services, which could require substantial expenditure of
financial and other resources in excess of contenplated |evels, higher than
antici pated enmpl oyee | evels, capital expenditures and operati ng expenses, rapid
and significant changes in technol ogy and nmarkets, adverse changes in the

regul atory or legislative environnent affecting Qwest's business and delays in
Qnest's ability to provide interLATA services within its 14-state |ocal service
territory, failure to maintain rights of way, and failure to achieve the

proj ected synergies and financial results expected to result fromthe
acquisition of US WEST tinmely or at all and difficulties in conbining the
operations of Qaest and U S WEST. This release may include anal ysts' estinates
and other information prepared by third parties for which Qwest assunmes no
responsibility. Qwmest undertakes no obligation to review or confirm anal ysts
expectations or estinates or to rel ease publicly any revisions to any
forward-1ooking statenents to reflect events or circunstances after the date
hereof or to reflect the occurrence of unanticipated events.

The Qrest logo is a registered trademark of, and CyberCenter is a service nmark
of, Qaest Commrunications International Inc. in the U S. and certain other
countri es.

Cont act s: Medi a Cont act: I nvest or Contact:
Tyl er Gronbach Lee Wl fe
303-992- 2155 800-567- 7296
tyl er.gronbach@west.com | R@west . com
11
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ATTACHMVENT A

QNEST COMMUNI CATI ONS | NTERNATI ONAL | NC.
CONDENSED CONSOLI DATED STATEMENTS OF OPERATIONS (1) (2) - PRO FORVA NORMALI ZED
(I'N M LLIONS, EXCEPT PER SHARE AMOUNTS)

( UNAUDI TED)
Three Mont hs Ended Si x Mont hs Ended
June 30, June 30,
----------------- % R %
2001 2000 Change 2001 2000 Change

OPERATI NG REVENUES

Commer ci al services $ 2,898 $ 2,287 26.7 $ 5,647 $ 4,460 26. 6
Consurer and smal | business services 1,708 1,675 2.0 3,392 3,315 2.3
Di rectory services 348 331 5.1 690 678 1.8
Swi t ched access services 268 361 (25.8) 544 718 (24.2)
Total operating revenues 5,222 4,654 12.2 10, 273 9,171 12.0
OPERATI NG EXPENSES

Cost of services 1, 850 1,516 22.0 3, 646 3,019 20.8
Selling, general and adm nistrative 1, 343 1, 344 (0.1) 2,601 2,634 (1.3)
EBI TDA 2,029 1,794 13.1 4,026 3,518 14. 4
Depr eci ati on 865 650 33.1 1, 697 1, 275 33.1
Goodwi I | and other intangible anortization 392 317 23.7 711 634 12.1
Qperating incone 772 827 (6.7) 1,618 1, 609 0.6
OTHER EXPENSE

I nterest expense 343 244 40. 6 681 493 38.1
O her expense - net 14 15 (6.7) 34 19 78.9
Total other expense - net 357 259 37.8 715 512 39.6
I ncone before incone taxes 415 568 (26.9) 903 1, 097 (17.7)
I ncome tax provision 287 313 (8.3) 557 603 (7.6)
NET | NCOVE $ 128 $ 255 (49.8) $ 346 $ 494 (30.0)
Basi ¢ earnings per share $ 0.08 $ 0.16 (50.0) $ 0.21 $ 0.30 (30.0)
Basi ¢ average shares outstandi ng 1, 661 1, 641 1.2 1, 659 1, 635 1.5
Di |l uted earnings per share $ 0.08 $ 0.15 (46.7) $ 0.21 $ 0.29 (27.6)
Di | uted average shares outstanding 1,674 1, 684 (0.6) 1,674 1, 681 (0.4)
Di l uted cash earnings per share $ 0.29 $ 0.32 (9.4) $ 0.59 $ 0.63 (6.3)
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(1) The consolidated pro forma normalized statenents give retroactive effect as
though the nmerger of Qmest and U S WEST had occurred as of the beginning of
the periods presented. Shares outstandi ng and earnings per share have been
restated to give retroactive effect to the exchange ratio resulting from
the Merger. In addition, results have been adjusted to elimnate the
i npacts of non-recurring itens, such as merger costs, a depreciation
adjustrment for access lines returned to service, gains/losses on the sale
of investnments, change in the narket value of financial instrunents, the
wite-down of investnments, elimnation of in-region |ong-distance activity,
and a tax true-up on Merger- rel ated expenses. The Merger has been
accounted for as a purchase transaction. Certain reclassifications have
been nade to prior periods to conformto current presentation

(2) Diluted cash earnings per share represent diluted earnings per share
adjusted to add back the after-tax anortizati on of goodw Il and other
i ntangi bl e assets resulting fromthe Merger

12
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ATTACHVENT B

QAEST COVMUNI CATI ONS | NTERNATI ONAL | NC.
CONDENSED CONSOLI DATED STATEMENTS OF OPERATI ONS (1) (2)
(I'N M LLIONS, EXCEPT PER SHARE AMOUNTS)

( UNAUDI TED)
Three Months Ended Si x Mont hs Ended
June 30, June 30,
———————————————————— % %

2001 2000 Change 2001 2000 Change
OPERATI NG REVENUES
Conmer ci al services $ 2,898 $ 1,252 131.5 $ 5,647 $ 2,459 129.6
Consuner and smal |l business services 1,708 1, 506 13. 4 3,392 2,972 14. 1
Directory services 348 331 5.1 690 678 1.8
Swi t ched access services 268 361 (25.8) 544 718 (24.2)
Total operating revenues 5,222 3, 450 51.4 10, 273 6, 827 50.5
OPERATI NG EXPENSES
Cost of services 1, 850 830 122.9 3, 646 1,695 115.1
Sel ling, general and adm nistrative 1, 343 1, 061 26.6 2,601 2,066 25.9
EBI TDA 2,029 1,559 30.1 4,026 3, 066 31.3
Depreci ati on 865 600 44.2 1, 697 1, 186 43.1
Depreci ation adjustnment for access lines
returned to service 222 -- -- 222 -- --
Coodwi I | and other intangible anortization 392 -- -- 711 -- --
Merger-rel ated and other one-tinme charges 415 291 42. 6 624 306 103.9
Qperating income 135 668 (79.8) 772 1,574 (51.0)
OTHER EXPENSE/ (| NCOVE)
I nterest expense 343 207 65.7 681 418 62.9
Change in market value of financial instrunments 23 639 (96.4) -- 768 (100. 0)
Gain on sales of rural exchanges (50) -- -- (50) -- --
Gain on sales of investments -- -- -- -- (79) (100. 0)
I nvest nent write-downs 3,108 -- -- 3, 247 -- --
O her expense - net 14 15 (6.7) 34 14 142.9
Total other expense - net 3,438 861 299.3 3,912 1,121 249.0
(Loss) income before incone taxes and
extraordinary item (3,303) (193) 1,611. 4 (3, 140) 453 (793.2)
I ncone tax provision (benefit) 3 (72) (104. 2) 147 170 (13.5)
Net (loss) incone before extraordinary
item $ (3,306) $  (121) 2,632.2 $ (3,287) $ 283 (1, 261.5)
Extraordinary item- early retirenent of
debt, net of tax -- -- -- (65) -- --
NET (LOSS) | NCOVE $ (3,306) $  (121) 2,632.2 $ (3,352) $ 283 (1,284.5)
Basic (|l oss) earnings per share $ (1.99) $ (0.14) 1,321.4 $ (2.02) $ 0.32 (731.3)
Basi ¢ average shares outstandi ng 1, 661 887 87.3 1, 659 882 88.1
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Diluted (loss) earnings per share $ (1.99) $ (0.14) 1,321.4 $ (2.02) $ 0.32 (731.3)
Di | uted average shares outstandi ng 1, 661 887 87.3 1, 659 895 85.4
Di vi dends per share $ 0.05 $ -- -- $ 0.05 $ 0.31 (83.9)

(1) The condensed consolidated statenments of operations reflect the results of
operations for the merged Qunest entity for the three and si x nonths ended
June 30, 2001. For the three and six nmonths ended June 30, 2000, the
amounts reflect the results of operations for US WEST, Inc. only (the
accounting acquirer in the Merger).

(2) Earnings(loss) per share gives effect to the 1.72932 exchange ratio.
13

15



QWEST COMMUNICATIONS INTERNATIONAL INC

Filing Date: 07/24/01

CONDENSED CONSOLI DATED STATEMENTS OF OPERATI ONS (1) (2) -

ATTACHMVENT C
QNEST COMMUNI CATI ONS | NTERNATI ONAL | NC.

(IN M LLIONS, EXCEPT PER SHARE AMOUNTS)
( UNAUDI TED)

PRO FORVA NORMALI ZED

Three Mont hs Ended
June 30, 2001

Three Months Ended
June 30, 2000

As Pro Forna Pro Fornma As Pro Fornma Pro Forna

Report ed Nor mal i zed Nor mal i zed Report ed Nor mal i zed Nor mal i zed

Resul ts Adj ust nent s Resul ts Resul ts Adj ust nent s Resul ts
OPERATI NG REVENUES
Commer ci al services $ 2,898 $ -- $ 2,898 $ 1, 252 $ 1, 035 $ 2,287
Consurer and snal| business services 1,708 -- 1,708 1,506 169 1,675
Directory services 348 -- 348 331 -- 331
Swi t ched access services 268 -- 268 361 -- 361
Total operating revenues 5,222 -- 5,222 3,450 1,204 4, 654
OPERATI NG EXPENSES
Cost of services 1, 850 -- 1, 850 830 686 1,516
Selling, general and adm nistrative 1, 343 -- 1, 343 1,061 283 1, 344
EBI TDA 2,029 -- 2,029 1, 559 235 1,794
Depr eci ati on 865 -- 865 600 50 650
Depreci ati on adj ustnment for access
lines returned to service 222 (222) -- -- -- --
Goodwi I | and ot her intangible
anortization 392 -- 392 -- 317 317
Merger-rel ated and ot her one-tinme charges 415 (415) -- 291 (291) --
Qperating incone 135 637 772 668 159 827
OTHER EXPENSE/ ( | NCOVE)
I nterest expense 343 -- 343 207 37 244
Change in market val ue of financial
instrunents 23 (23) -- 639 (639) --
Gain on sales of rural exchanges (50) 50 -- -- -- --
| nvest mrent write-downs 3,108 (3,108) -- -- - - --
O her expense - net 14 -- 14 15 -- 15
Total other expense - net 3,438 (3,081) 357 861 (602) 259
(Loss) income before inconme taxes (3,303) 3,718 415 (193) 761 568
I ncome tax provision (benefit) 3 284 287 (72) 385 313
NET (LOSS) | NCOVE $ (3,306) $ 3,434  $ 128 % (121) $ 376 $ 255
Basic (loss) earnings per share $ (1.99) $ 0.08 $ (0. 14) $ 0.16
Basi ¢ average shares outstanding 1, 661 1, 661 887 1, 641
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Diluted (loss) earnings per share $ (1.99) $ 0.08 $ (0. 14) $ 0.15
Di | uted average shares outstandi ng 1, 661 1,674 887 1,684
Di | uted cash earnings per share $ 0.29 $ 0.32

(1) The consolidated pro forma normalized statenents give retroactive effect as
though the nmerger of Qmest and U S WEST had occurred as of the beginning of
the periods presented. Shares outstandi ng and earnings per share have been
restated to give retroactive effect to the exchange ratio resulting from
the Merger. In addition, results have been adjusted to elimnate the
i mpacts of non-recurring itens, such as merger costs, a depreciation
adjustrment for access lines returned to service, gains/losses on the sale
of investnments, change in the narket value of financial instrunents, the
wite-down of investnments, elimnation of in-region |ong-distance activity,
and a tax true-up on Merger- rel ated expenses. The Merger has been
accounted for as a purchase transaction. Certain reclassifications have
been nade to prior periods to conformto current presentation

(2) Diluted cash earnings per share represent diluted earnings per share
adjusted to add back the after-tax anortizati on of goodw Il and other
i ntangi bl e assets resulting fromthe Merger

14
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QWEST COMMUNICATIONS INTERNATIONAL INC

Filing Date: 07/24/01

ATTACHVENT D
QNEST COMMUNI CATI ONS | NTERNATI ONAL | NC.

CONDENSED CONSOLI DATED STATEMENTS OF OPERATIONS (1) (2) - PRO FORVA NORMALI ZED
(I'N M LLIONS, EXCEPT PER SHARE AMOUNTS)
( UNAUDI TED)
Si x Mont hs Ended Si x Mont hs Ended
June 30, 2001 June 30, 2000
As Pro Fornma Pro Forna As Pro Forna Pro Fornma

Report ed Nor mal i zed Nor mal i zed Report ed Nor mal i zed Nor mal i zed

Resul ts Adj ust nent s Resul ts Resul ts Adj ust nent s Resul ts
OPERATI NG REVENUES
Conmer ci al services $ 5,647 $ -- $ 5,647 $ 2,459 % 2,001 $ 4, 460
Consurer and smal | business services 3,392 -- 3,392 2,972 343 3,315
Directory services 690 -- 690 678 -- 678
Swi t ched access services 544 -- 544 718 -- 718
Total operating revenues 10, 273 -- 10, 273 6, 827 2,344 9,171
OPERATI NG EXPENSES
Cost of services 3, 646 -- 3, 646 1, 695 1,324 3,019
Selling, general and adm nistrative 2,601 -- 2,601 2,066 568 2,634
EBI TDA 4,026 -- 4,026 3,066 452 3,518
Depr eci ati on 1,697 -- 1,697 1, 186 89 1,275
Depreci ati on adj ustnment for access
lines returned to service 222 (222) -- -- -- --
Goodwi I | and ot her intangible
anortization 711 -- 711 -- 634 634
Merger-rel ated and ot her one-tine
char ges 624 (624) -- 306 (306) --
Qperating income 772 846 1,618 1,574 35 1, 609
OTHER EXPENSE/ (| NCOVE)
I nterest expense 681 -- 681 418 75 493
Change in market val ue of financial
instruments -- -- -- 768 (768) --
Gain on sales of rural exchanges (50) 50 -- -- -- --
Gain on sales of investnments -- -- -- (79) 79 --
I nvest nent write-downs 3,247 (3, 247) -- -- -- --
O her expense - net 34 -- 34 14 5 19
Total other expense - net 3,912 (3,197) 715 1,121 (609) 512
(Loss) incone before income taxes and
extraordinary item (3, 140) 4,043 903 453 644 1, 097
I ncome tax provision 147 410 557 170 433 603
Net (loss) incone before extraordinary
item $  (3,287) % 3,633 % 346 % 283 % 211 $ 494
Extraordinary item- early retirenent of
debt, net of tax (65) 65 -- -- -- --
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NET (LCSS) | NCOVE $ (3,352) $ 3,698 $ 346 $ 283 $ 211 $ 494
Basic (|l oss) earnings per share ?_“—(—i?f) $ 0.21 $ 0. 32 ? _____ ?j?
Basi ¢ average shares outstandi ng 1, 659 1, 659 882 1,635
Diluted (loss) earnings per share ;ji;;;;) $ 0.21 % 0.32 %ii??;
Di | uted average shares outstanding _____i,f?? 1,674 895 _____i,f?i
Di l uted cash earnings per share f _____ (_)j? ? _____ ?f?
(1) The consolidated pro forma nornalized statements give retroactive effect as

(2)

though the nerger of Qmest and U S WEST had occurred as of the beginning of
the periods presented. Shares outstandi ng and earnings per share have been
restated to give retroactive effect to the exchange ratio resulting from
the Merger. In addition, results have been adjusted to elim nate the

i npacts of non-recurring itens, such as nerger costs, a depreciation

adj ustrment for access lines returned to service, gains/losses on the sale
of investnents, change in the market value of financial instrunents, the
wite-down of investnents, elimnation of in-region |ong-distance activity,
and a tax true-up on Merger-rel ated expenses. The Merger has been accounted
for as a purchase transaction. Certain reclassifications have been nmade to
prior periods to conformto current presentation

Di |l uted cash earnings per share represent diluted earnings per share
adjusted to add back the after-tax anortization of goodw Il and other
i ntangi bl e assets resulting fromthe Merger

15
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Filing Date: 07/24/01

ATTACHMENT E

QUEST COMVUNI CATI ONS | NTERNATI ONAL | NC.
SELECTED CONSCLI DATED DATA

2000- 2001

DSL (in 1l4-state region):
Subscri bers (thousands)
DSL equi pped central offices
Subscri bers per equi pped central office

W el ess/ PCS
Revenues (mllions)
Subscri bers (thousands)
ARPU (dol | ars)
Penetration

Capital expenditures (mllions)
Access lines (thousands):
Busi ness
Consuner
Total access lines
Voi ce grade equival ent access |ines (thousands):
Busi ness
Consuner

Total voice grade equival ents

16

As of and for the
Three Mont hs Ended

June 30,
_______________________ %
2001 2000 Change
360 175 105. 7
303 277 9.4
1,187 633 87.5
$ 181 $ 120 50. 8
1, 002 653 53.4
$ 52 $ 55 (5.5)
5.26% 4.33% 21.5
$ 2,616 $ 2,521 3.8
6, 252 5,973 4.7
11, 788 11,980 (1.6)
18, 040 17, 953 0.5
39, 261 27,648 42.0
12,786 12, 424 2.9
52,047 40, 072 29.9
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ATTACHVENT F

QNEST COMMVUNI CATI ONS | NTERNATI ONAL | NC.
CONDENSED CONSCLI DATED BALANCE SHEETS
(DOLLARS I N M LLI ONS)

( UNAUDI TED)
June 30, Decenber 31,
2001 2000
ASSETS

Current assets:
Cash and cash equival ents $ 516 $ 154
Accounts receivable - net 4,842 4,235
I nventories and supplies 352 275
Prepai d and ot her 707 535

Total current assets 6, 417 5,199
Property, plant and equi pment - net 29, 050 25,760
I nvest nent s 1,571 8, 186
Goodwi I | and intangi bl es - net 34, 688 32, 327
O her assets - net 2,180 2,029

Total assets $ 73,906 $ 73,501

LI ABI LI TI ES AND STOCKHOLDERS' EQUITY

Current liabilities:
Short-term borrow ngs $ 5, 859 $ 3, 645
Account s payabl e 2,426 2,049
Accrued expenses 3,272 3, 806
Advance billings and custoner deposits 383 393

Total current liabilities 11, 940 9, 893
Long-t erm borrow ngs 17,575 15, 421
Post-retirement and ot her post-enpl oynent

benefit obligations 2,927 2,735
Deferred taxes, credits and other 4,178 4,148
St ockhol ders' equity 37, 286 41, 304

Total liabilities and stockhol ders' equity $ 73, 906 $ 73,501

17
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Filing Date: 07/24/01

ATTACHMENT G

QUEST COMMUNI CATI ONS | NTERNATI ONAL | NC.

CONDENSED CONSOLI DATED STATEMENTS OF CASH FLOAS (1)

(DOLLARS | N M LLI ONS)
( UNAUDI TED)

Cash provided by operating activities

I NVESTI NG ACTI VI TI ES

Expendi tures for property, plant and equi pnent

Proceeds fromsale of @ obal Crossing Ltd. common stock
Cash from acqui sition

QO her

Cash used for investing activities

FI NANCI NG ACTI VI TI ES

Net proceeds from current borrow ngs

Proceeds fromissuance of |ong-term borrow ngs - net
Repaynents of |ong-term borrow ngs

Costs relating to the early retirement of debt
Proceeds fromissuances of commpn stock

Repur chase of stock

Di vi dends paid on combn stock

Cash provided by financing activities

CASH AND CASH EQUI VALENTS
I ncrease
Begi nni ng bal ance

Endi ng bal ance

Si x Mont hs Ended
June 30,

(5, 559) (2,702)
.- 1, 140

.- 407

91 (206)

(5, 468) (1,361)
2,296 89
3, 238 992
(1,102) (270)
(106) .-
280 115
(1, 000) .-
(83) (542)
3,523 384
362 822
154 78

$ 516 $ 900

(1) The condensed consolidated statements of cash flows reflect the cash flow
activities for the merged Qrest entity for the six nonths ended June 30,
2001. For the six months ended June 30 , 2000, the anounts reflect the cash
flow activities for US WEST, Inc. only (the accounting acquirer in the

Mer ger).
18
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM B8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1534

Date of Report (Date of earliest event reported): August 7, 2001

QWEST COMMUNICATIONS INTERNATIONAL INC.

{Exact name of registrant as specified in its charter)

Delaware

(State or other jurisdiction of incorporation)

000-226069 84-1339282
{Commission File Number) {IRS Employer Identification No.}
1801 California Street Denver, Colorado 80202

{Address of principal executive offices) . {Zip Code)

Registrant's telephone number, including area code: 303-992-1400

Not applicable

{Former name or former address, if changed since last report!

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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ITEM 9. Regulation FD Disclosure

On August 7, 2001, Joseph P. Nacchio, Chairman and Chief Executive Officer of
Quwest Communications International Inc. (*Qwest*), spoke at a conference hosted
by US Bancorp Piper Jaffrey Inc. A copy of Mr. MNacchio’s presentation is
attached to this Current Report on Form 8-K as Exhibit 8$9.1.

Forward Looking Statements Warning

Thig Current Report on Form 8-K containsg projections and other forward-looking
statements that involve risks and uncertainties. These statements may differ
materially from actual future events or results. Readers are referred to the
documentg filed by Qwest with the Securities and Exchange Commission,
specifically the most recent reports which identify important risk factors that
could cause actual results to differ from those contained in the forward-looking
statements, including potential fluctuations in quarterly results, volatility of
Qwest's stock price, intense competition in the communications services market,
changes in demand for Qwest*s products and services, dependence on new product
development and acceleration of the deployment of advanced new services, such as
broadband data, wireless and video services, which could require substantial
expenditure of financial and other resources in excess of contemplated levels,
higher than anticipated employee levels, capital expenditures and operating
expenses, rapid and significant changes in technology and markets, rapid and
significant changes in technology and markets, adverse changes in the regulatory
or legislative enviromment affecting Qwest's business and delays in Qwest’s
ability to provide interLATA services within its l4-state local service
territory, failure to maintain rights of way, and failure to achieve the
projected synergies and financial results expected to result from the
acquisition of U S WEST, Inc. timely or at all and difficulties in combining the
operations of Qwest and U S WEST. The information contained in this Current
Report on Form 8-K is a statement of Quest's present intention and is based
upon, among other things, the existing regulatory environment, industry
conditions and market conditions and prices. Qwest may change its intentions, at
any time and without notice, based upon any changes in such factors, in Qwest's
assumptions or otherwise. This Current Report on Form 8-K includes analysts’
estimates and other information prepared by third parties for which Quest
assumes no responsibility. Qwest undertakes no obligation to review or confirm
analysts*® expectations or estimates or to release publicly any revisions to any
forward-locking statements to reflect events or circumstances after the date
hereof or to reflect the occurrence of unanticipated events.

By including any information in this Current Report on Form 8-K, Qwast does not
necessarily acknowledge that disclosure of such information is required by
applicable law or that the information is materiat.

ITEM 7. Financial Statements, Pro Forma Financial Information and Exhibits

Exhibit 99.1 Presentation by Joseph P. Nacchio, August 7, 2001.

2

Source: QWEST COMMUNICATIONS, 8-K. August 07, 2001



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, Qwest bhas
duly caused this report to be signed on its behalf by the undersigned thereunto

duly authorized.
OWEST COMMUNICATIONS INTERNATIONAL INC.

DBATE: August 7, 2001 By: /s/ YASH A. RANA

Yash A. Rana
Vice President

Source: QWEST COMMUNICATIONS, 8-K. August 07, 2001

EX4



EXHIBIT INDEX

Exhibit 99.1 Presentation by Joseph P. Nacchio, August 7,

</TEXT>
< /DOCUMENT >

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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[Qwest Logol
Slide 2

This presentation contains forward-locking statements that involve risks and
uncertainties. These statements may differ materially from actual future events
or results. Readers are referred to the documents filed by Qwest with the SEC,
which identify important risk factors that could cause actual results to differ
from those contained in the forward-looking statements.

These materials include analysts' estimates and other informatiom prepared by
third parties for which the company assumes no responsibility. The company
undertakes no obligation to review or confirm analysts' expectations or
estimates or to release publicly any revisions to any forward-looking statements
to retflect events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events.

The Qwest logo is a registered trademark of Qwest Communications International
Inc. in the U.S5. and certain other countries.

Source: QWEST COMMUNICATIONS, 8-K. August 07, 2001
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Slide 3

Market and Economic Trends

o Broadband continuing to grow in significance
-DSL growth 100%
~Optical Private Line growth over 120%

o Economic downturn continuing

o Industry reatructuring
~-RBOCs into LD
-Capital market dynamics
~Shake-out of bad business plans
-Dis-aggregation of lavrgest companies
~-Global consolidation delayed

o Advances in technology continue to fuel permanent demand

-~1P VPNs --GigE --DSL
-—-Optical Private Line --Distributed Apps

Scurce: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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Qwest Represents Top Investment Choice in Industry

[¢]

Growth with predictable cash flow and earnings
~--Highest growth rate of any large cap telecom
--5$8.5 to $8.6 billion in EBITDA in 2001
--Free cash flow positive 4Q02

Most diverse set of products and services, assets, and customers
--Basic voice --> optical wavelength offerings

~~Wireline --> wireless

~~Private Line --> IP VPN

--Over 110M DS-3 equivalent miles optical backbone capacity
~-113,000 global network route miles

--18M+ access lines

~-Over 25 million customers: global accounts —-> consumer

Entrepreneurial performance culture
-~Pay for performance
--Blend of competitive and local market experience

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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Quwest Represents Top Investment Choice in Industry
o Significant upside in long distance following 271 relief

o Expanding global capabilities
-Strong European presence
~Global network expansion

o Strongest regional economy
-Unemployment rate 30 basis points below national average
~13% of population and 17% of housing starts

o Broadest out-of-region local broadband offering compared to any

RBGC
-25 cities operational, ahead of schedule

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Growth Through Quality Revenues

o Qwest revenue growth continues to lead the industry
-Total revenue growth more than 2X closest competitor

S1lide 7

Qwest Total Revenue Growth Leads Industry

[Bar graph showing approximate pro forma normalized revenue growth rates for the
companies listed.} {Bar chart does not give actual ranges or numbers.]

2001 Y/Y Growth Rate (Pro Formal:

Qwest 12.2%

BLS: §.2 to 5.5%
SBC: about 4%
VZ 4.7 to S%
T: 5.7 to -6%
WCOM Inc.: -0.5 to -1%
FON : -3 to -3.5%

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Growth Throungh Quality Revenues
=] Qwest revenue growth continues to lead the industry

-Total revenue growth more than 2X closest competitor
-Local service revenue growth highest in group

Slide 9

Qwest Highest “RBOC™ Revenue Growth+

[Bar graph showing approximate pro forma normalized revenue growth rates for the
companies listed below for the RBOC and Wireless businesses.}] [Chart does not
give actual ranges or numbers}

Approximate 2Q01 Y/Y Growth Rate {Pro Forma)

2001 Y/Y RBOC ‘Wireless Total
Quest: 4.2 to 1.5¢ 131 to 1.5% 5.5 to 6%
SBC: about 1.7% about 2.3% about 4%
VZ: abour 1.5% 3.3 to 3.5% 4.7 to 5%
BLS: 3 to 3.3% about 2.2% 5.2 to 5.5%

* "RBOC" revenue includes local voice & data, wireless, directory, switched
access, intraLATA toll, interLATA toll

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Growth Through Quality Revenues

o Qwest revenue growth continues to lead the industry
~-Total revenue growth more than 2X closest competitor
-Local service revenue growth highest in group

o *Non-recurring® revenue component not news to industry
-Portion of all companies' revenue
o CPE, Installation fees, IRU, consulting, handsets,
construcrion, asset sales, etc.
-Always will be a part of all companies®' revenue

o Diverse product set will drive revenue growth

~-"Non-recurring™ as percentage of revenue will trend downward as LD
re-entry, wireless, and out-cof-vegion initiatives gain traction

Source: QWEST COMMUNICATIONS, 8~K, August 07, 2001

EX4
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"Hon-recurring™ Broadband Capacity Sales as Percentage of Qwest Revenue
ng Y g

{Bar graph showing "nom-recurring® broadband capacity sales as a percentage of
Qwest's total revenue.] {Chart does not give actual ranges or numbers.)

1996 less than 60%
1997: about 80%
1998: about 30%
1899 abour 20%
2000: about 5%
2001E: about 8%
Slide 12

Effectively Expanding Network at Lower Cost and Faster Time to Market

c Assets purchased for both international expansion and domestic city
networks

o Bach buy opportunity assessed for cost and timing benefits
[ Transactions at market prices -
o Associated asset costs appropriately recorded

-2001 route purchases included in $8.8 to $9.0B capital plan
-$540M in 1HO1

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Leveraging the Expanding Global Network

[od

Sales funnel and cost savings ramping

-$250 million in sales funnel along acquired routes

-%$10 million per month savings opportunity for traffic termination
Network providers also customers

Capacity sales revenue recorded at market prices

Associated cost of goods sold included in financials

Above transactions further solidify our leadership position in
wholesale markets: local, nationmal, global

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Global Network
Platform for Growth

{Map of Qwest Global Network showing new routes]

Global Network Expansion
oTokyo-Taipei-Hong Kong
oLA-Sydney

oHong Kong-Mumbai-bLondon
oSeocul-Tokyo

Slide 15
2002 Estimated Revenue Growth

fBar graph showing estimated revenue growth for 2002 over 2001 by various
product lines.}

[Numbers in billions} -
2001 Total: 521.3 - $21.5

{2002 Product Growth}
T.S. IP*:

ILEC Lb:

Wireless:

Local BB OOR:

U.S. Data:
International:

U.S. LD Voice:

Local, Directory:

"

wn
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|
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'
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2002 Estimate:

"
N
-
w
)
w
N
-
-~

*includes DIA, Hosting, VPN, Dial, DSL, QCS, Professional Services

Growth Assumptions
o 2001 results continue as expected

=) Economic growth recovers beginning 1Q02
o 271 re-entry in all states by mid-year

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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In-Region Long Distance Re-entry

o Significant progress in meeting requirements
-Local service area open to competitors
-Completed i4-point “"checklist” in 12 of 14 states
-Operating support systems tests going well

o On track to file first application this year

o Expect first state approval early 2002

o Qwest LD experience will drive in-region results
-Targeting both Consumer and Commercial customers

-Nationwide cffering will enhance growth
-Substantial infrastructure in place

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4

17



Slide 17

Nattonwide Local Broadband Capabilities

{Map showing cities with local broadban
Qwest ILEC region]

Western Region
Sacramento
San Diego

San Jose

San Francisco
Orange Cournty
Los Angeles

Southern Region
Austin

San Antonio
Dallas

Houston

Central Region

Kansas City
Cleveland
Indianapolis
Detroit

Eastern Region
Washington DC
Baltimore
Boston
Philadeiphia
Pittsburgh
New York
Newark

White Plains
Albany

d capabilities by region; not including

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4

18



Slide 18

Path to Sustainable 15+% Revenue Growth

{Chart showing relative size and long term growth rates for Mational and

International Revenue and Local Service Revenuel

National and International Revenue (includes Internet and dataj
30% growth

Major Drivers

Internet and data growth

LD re-entry

Out-~of-region local broadband
Net share taker

PLUS

Local Service Revenue { 70%) -> Approx. 8% growth

Major Drivers

Improved sales & service performance
DSL and wireless growth

Stronger economic growth

Bundle focus

EQUALS 15+% [Total revenue growth ratej

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

{30%)

~> Approx.

EX4
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2001-2005 Revenue Growth
By Product Category

{Bar graph showing estimated revenue growth
product Jines}

[Numbers in billions}
2001 Totail: $21.3 -

(Revenue growth 2001-2005)
U.s. Ip*:

In-region LD:

Wireless:

Local BB OOR:

U.5. Data:

Internaticnal:

U.S. LD Voice:

Local, birectory:

N
WD = - NN W
H

r Y A Yy 0 A A
QO

2005 Estimate:

W
@

+includes DIA, Hosting, VPN, Dial, DSL, QCS,

Growth Assumptions

2001 results continue as expect

for 2005 over 2001 by various

$21.5

w

.

Yy A A AN Ay
QDO NN WO
AN SR Y, BT, RV, V)

$40 M

Professional Services

ed

Economic growth recovers begimming 1Q02

Total global business Marker grows 16% CAGR through 2004

o
o
o 271 re-entyy in all states by mid-year 2002
o
(o]

Qwest GB market share increases from 5% in 2000 to approx. 8% in

2004

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Maintaining Financial Strength
Accounts Receivable Focus

o Receivable balance increased $600M from 4Q00 to 2Q01
-Revenue growth
-Customer specific disputes
-Longer payment terms for major customers

-Increased optical private line sales to Fortune 500 companies
~-Timing of collections

[=] 3Q01 receivables expected to decline/DSOs decrease

-Significant collections of 1HO1 increases expected during 3Q01
-Aggressive collections management on growth driven A/R

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

EX4
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Maintaining Financial Strength
Path to Free Cash Flow

EX4

o Free cash flow positive expected 40Q02; full year 2003

o]

Cash Flow Estimates*

2001
EBITDA $8.5-58.6
Capex $8.8-59.0
Interest 51.4
Cash Tax S0
Working Cap 51.%
Share buy-back $1.0
Cash Flow {($4.5)

*all numbers are estimates

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001

$1.5B to $2B additional debt in 2002
o Committed to investment grade rating

2002
$9.8-51¢
7.5
$1.6
$0
$1.4
n/a

{$1.3)

22
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Qwest Undervalued

Quest vz SBC BLS WCOM Inc. T FON

Stock Price (8/3/01) $24.40 $53.68 $43.49 $40.62 $14.27 $520.54 $23.18
Enterprise Value ($B) S 70 $ 280 $ 200 S 100 5 76 $ 180 $ 26
2002 Revenue{$B) (1) $ 21.5 s 73 $ 59 s 33 s 37 $ 53 s 18
EBITDA{$B) ({1} $ 10.0 $ 33 $ 25 $ 15 $ 11 $ 16 $ 5
EV/Revenue 3.3 3.6 3.4 3.1 2.1 3.4 1.4
EV/BEBITDA 7.0 7.8 8.1 6.6 7.2 12.3 5.5

Growth Rate
Revenue (1} 142.5% 7.0% 7.8% 8.1% 3.5% -0.7% 2.0%
EBITDA{1) 16.5% 11.0% 9.1% 10.2% 7.7% 5.9% 7.2%

Growth Adj.
EV/Revenue 0.2 0.5 C.4 0.4 0.6 na 0.7
EV/EBITDA 0.4 0.7 0.9 0.6 0.9 2.1 0.8

{1} Based upon analyst estimates

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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Outlock

2001 near lower end of range following economic weakness

-$21.3B to $21.5B total revenue
-58_.5B to 5B.6B total EBITDA
-Cash EPS 51.10 to $1.20

$8.8B to $9.0B capital spending in 2001
-Continued reduction as percent of revenue

2002 growth accelerates

-14% to 15% revenue growth
-16% to 17% EBITDA growth
~Cash EPS in the $1.40 range

2000 - 200S
-15%+ Revenue CAGR
-17%+ EBITDA CAGR

Source: QWEST COMMUNICATIONS, 8-K, August 07, 2001
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UNITED STATES OF AMERICA

Securities anp  Excrance Commission

ATTESTATION

ITHEREBY ATTEST

that:

Attached is a copy of, quarterly report on Form 1 0-Q, for the quarterly period
ended June 30, 2001, received in this Commission August 14, 2001, under the name
Qwest Communications International, Inc., File No. 1-155 77, pursuant to the

provisions of the Securities Exchange Act of 1934,

February 24, 2007 g

(28 Larry M}'/ls
Records Officer

Itis hereby certified that the Associate Executive Director, Office of Filings
and Information Services, U.S. Securities and Exchange Commission,
Washington, D.C., which Commission was created by the Securities
Exchange Act of 1934 (15 U.S.C. 78a et seq.) is official custodian of the
records and files of said Commission, and all records and files created or
established by the Federal Trade Commission pursuant fo the provisions
of the Securities Act of 1933 and transferred to this Commission in
accordance with Section 210 of the Securities Exchange Act of 1934, and
was such cfficial custodian at the time of executing the above attestation,
and that he/she, and persons holding the positions of Deputy Director,
Associate Directors, Special Assistant to the Director, Records Officer,
Branch Chief of Records Management, and the Program Analyst for the
Records Officer, or any one of them, are authorized to execute the above
attestation.

For the Commission

/ Ve 0’7/1’41 Mondy

‘*“Secretary

GOVERNMENT
EXHIBIT
641
05-cr-00545-EWN

SEC 334 (1-06)

e
g
3
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QWEST COMMUNICATIONS INTERNATIONAL INC - 10-Q Filing Date: 08/14/2001

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

(Mark One)
{X} QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D)
OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2001
OR N

{1} TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D)
OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NUMBER 000-22609

QWEST COMMUNICATIONS INTERNATIONAL INC.
(Exact name of registrant as specified in its charter)

<Table>

DELAWARE 84-1339282
(State or other jurisdiction of (I.R.S. Employer
incorporation of organization) Identification No.)
</Table>

1801 CALIFORNIA STREET, DENVER, COLORADO 80202
(Address of principal executive offices and zip code)

TELEPHONE NUMBER (303) 992-1400
{Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes {X} No { }

At July 31, 2001, 1,663,721,480 shares of common stock were ocutstanding.
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Filing Date: 08/14/2001

OWEST COMMUNICATIONS INTERNATIONAL INC.
FORM 10-Q

TABLE OF CONTENTS

<Table>
<Caption>
ITEM

PART I -~ FINANCIAL INFORMATION
1. Financial Statements

Condensed Consolidated Statements of Operations --

Three and six months ended June 30, 2001 and 2000...........
Condensed Consolidated Balance Sheets --

June 30, 2001 and December 31, 2000... ... .. u ...
Condensed Consolidated Statements of Cash Flows --

Six months ended June 30, 2001 and 2000.. .. ...

2. Management's Discussion and Analysis of Financial Condition

and Results of Operations. .......... oo

3. Quantitative and Qualitative Disclosures BAbout Market -

RSk e
PART II -- OTHER INFORMATION

1. Legal ProceedingsS. ... uuun s o e e e e e

4. Submission of Matters to a Vote of Security Holders.........

6. Exhibits and Reports on FOrm 8-K.......cuewmrsoennnnn ..
81gNAature Page. ... ...ttt it e
</Table>

PAGE
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22

IT-1
II-1
I1-3
I1-8
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UWEST COMMUNICATIONS INTERNATIONAL INC - 10-Q Filing Date: 08/14/2001 !
QWEST COMMUNICATIONS INTERNATIONAL INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS, EXCEPT SHARE AND PER SHARE AMOUNTS)
{(UNAUDITED)
<Table>
<Caption>
THREE MONTHS ENDED SIX MONTHS ENDED
JUNE 30, JUNE 30,
2001 2000 2001 2000
Revenues:
Commercial SeIrVICeS .. ... ittt ittt anaanannns $ 2,898 $1,252 $ 5,647 $2,459
Consumer and small business services................ 1,708 1,506 3,382 2,972
DirectoOry SEeIVICES. .. ittt it s e e 348 331 690 678
Switched access services...... ..., 268 361 544 718
TOtAl FeVENUES . v it et it it it e e vn e aannensnnnnnas 5,222 3,450 10,273 6,827
Operating expenses:
CosSt Of SeITVICES. ittt ittt ittt ittt e tee e aetan s 1,850 830 3,646 1,695 ;
Selling, general and administrative................. 1,343 1,061 2,601 2,066 ;
Depreciation. . ...ttt i i e e e e 865 600 1,697 1,186 §
Depreciation adjustment for access lines returned to “
BEIVACE .+ttt e ettt e e e 222 - 222 - g
Goodwill and other intangible amortization.......... 392 - 711 - H
Merger-related and other one-time charges........... 415 291 624 306
Total operating @XpPenSeS. ... v reeenrenenann 5,087 2,782 9,501 5,253
Operating InCoOmMe. ..o v ittt ittt i et ce et eaeeeraaann 135 668 772 1,574
Cther expense (income) - net:
Interest expense — net. .. ...ttt it anatannnann 343 207 681 418
Investment write-doWwnsS. ... ..ot it ennnenanenn 3,108 447 3,247 447 .
Decline in market value of financial instruments.... 23 192 - 321 ;
Gain on sale of rural exchanges...........ueeuuennn. (50) - (50) - i
Gain on sale of investmentsS......ciieueeeenennnnnnnn - - -~ (79)
Other eXpense = Nel ... ... iieeneieeeeaneneeeeneannnan 14 15 34 14 :
Total other expense — net.........ccuueenn.. 3,438 861 3,912 1,121 f
(Loss) income before income taxes and extraordinary i
R o (3,303) (193) (3,140) 453
Income tax provision (benefit)......c.eeeiuienennnannn 3 (72) 147 170 ;
__________________________ )
(Loss) income before extraordinary item............... (3,306) (121) (3,287) 283 {
Extraordinary item - early retirement of debt, net of
50D - — (65) --
Net (lOSS) InCOME. .. ...ttt ettt aeeeeeiiaennnn $(3,306) $ (121) $(3,352) $ 283
Basic (loss) earnings per share: i
(Loss) income before extraordinary item............. $ (1.99) $(0.14) $ (1.98) $ 0.32 4
Extraordinary item - early retirement of debt, net :
Lo o8 B O -~ -~ (0.04) - f
Basic (loss) earnings per Share..........c..oeeeeueenn.. $ (1.99) $(0.14) $ (2.02) $ 0.32
Basic average shares outstanding..............o..oe.uo... 1,661 887 1,659 882

e
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