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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 30, 2008
or
O 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
Q (Exact name of registrant as specified in its chaet)
Colorado 84-027380C
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
1801 California Street, Denver, Coloradc 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(19)X AND (b) OF FORM 10-Q AND IS THEREFORE FILING T8I
FORM WITH REDUCED DISCLOSURE FORMAT.

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sewcti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrans wejuired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 days. Ye&] No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @-accelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filel] Accelerated filer O Non-accelerated filerX] Smaller reporting company
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act). Yes I No

On August 5, 2008, one share of Qwest Corporatimnneon stock was outstanding.
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GLOSSARY OF TERMS

Our industry uses many terms and acronyms thatmotige familiar to you. To assist you in readinig thocument and other documents
we file with the Securities and Exchange Commissiea have provided below definitions of some oftheerms.

Access Line. Telephone lines reaching from the customer’s gesto a connection with the public switched thtepe network.
Our access lines include lines used to provideiceswo our external customers, as well as lined iy us and our affiliate

Asynchronous Transfer Mode (ATM broadband, network transport service utilizingadswitches that provides a fast, effici
way to move large quantities of informatic

Broadband ServiceServices used to connect to the Internet throudggtieg telephone lines that operate at higher spéeah die-
up access

Competitive Local Exchange Carriers (CLEC3)elecommunications providers that compete witinysroviding local voice and
other services in our local service ar

Data Integration. Telecommunications equipment located on custorpeesnises and related professional services. Thesgces
include network management, installation and maautee of data equipment and building of proprietdmgr-optic broadband
networks for our governmental and business custsu

Dedicated Internet Access (DI. Internet access ranging from 128 kilobits peosédo 10 gigabits per secor
Frame Relay. A high speed data switching technology used milgnto interconnect multiple local network
Hosting Service. The providing of space, power, bandwidth and rgadaservices in data cente

Incumbent Local Exchange Carrier (ILE(A traditional telecommunications provider that,oprio the Telecommunications Act
1996, had the exclusive right and responsibilitydfamviding local telecommunications services #lical service area. Qwest
Corporation is an ILEC

Integrated Services Digital Network (ISD. A telecommunications standard that uses digi#smission technology to support
voice, video and data communications applicatiores ocegular telephone line

Internet Dial Access<Provides ISPs and business customers with a compsete, reliable and cc-effective dia-up network
infrastructure

Internet Protocol (IP) Those protocols that facilitate transferring infation in packets of data and that enable each pack
transmission to “tell” the data switches it encaustwhere it is headed and enables the computeraadnend to confirm that
message has been accurately transmitted and rdc

Internet Service Providers (ISPBusinesses that provide Internet access to retaibmers

Managed Service:Customized, turnkey solutions for integrated vodata and Internet services offered to our busimesgets
customers. These services include a diverse cotidrinaf emerging technology products and servisash as VolP, Ethernet,
MPLS, hosting services and advanced voice servites) as Web conferencing and call center solutidost of these services can
be performed from outside our customers’ interrvorks, with an emphasis on integrating and geéntif Internet security for
applications and conter

Multi-Protocol Label Switching (MPLSA standard-approved data networking technology, compatibld witisting ATM anc
frame relay networks that can deliver the qualftgervice require:
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to support rei-time voice and video, as well as service level agrents that guarantee bandwidth. MPLS is deployaddny
telecommunications providers and large enterpfizesgse in their own national networl

» Private Line.Direct circuit or channel specifically dedicatedataustomer for the purpose of directly connectimg or more sites.
Private line offers a hi¢-speed, secure solution for frequent transmissidargé amounts of data between si

» Public Switched Telephone Network (PST1The worldwide voice telephone network that is asii#s to every person with a
telephone equipped with dial tor

* Unbundled Network Elements (UNEDiscrete elements of our network that are soldbaséd to competitive telecommunicati
providers and that may be combined to provide theg&il telecommunications servict

* Universal Service Funds (US. Federal and state funds established generafiyaimote the availability of telecommunicatic
services to all consumers at reasonable and afftrdates, among other things. As a telecommumicatprovider, we are often
required to contribute to these fun

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

» Voice over Internet Protocol (VolFAn application that provides re-time, twc-way voice communication similar to our traditiol
voice services that originates in the Internetgeot over a broadband connection and often termiah the PSTN

* Wide Area Network (WANA communications network that covers a wide gedgiaprea, such as a state or country. A WAN
typically extends a local area network outsidelthitding, over telephone common carrier lines ik io other local area networks
in remote locations, such as branch offices -home workers and telecommute
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Operating revenu
Operating revenu
Operating reveni—affiliates
Total operating revent
Operating expenses (Note
Cost of sales (exclusive of depreciation and armmatitin)
Selling
General, administrative and other opera
Operating expens—affiliates
Depreciation and amortizatic
Total operating expens
Other expense (incon—net:
Interest expense on lo-term borrowings and capital lea—net
Other—net
Total other expense (incon—net
Income before income tax
Income tax expens
Net income

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

1

Three Months Ended
June 30,

Six Months Ended

June 30,

2008

2007

2008

2007

(Dollars in millions)

$2,157  $2,21¢ $4,32¢ $4,41:
45€ 502 905  96¢
2,607 2,71f 5231 5,381
40C 41F 83t 81z
45¢ 452  90% 871
38¢ 46 847 931
45 43 90 78
514 554 1,026 1,10¢
1,797 1,927 3,706  3,80¢
14¢ 148 29¢  30C
1) 22 — 19
147 17C  29¢  31c¢
662 61€ 1,22¢ 1,25¢
252 24C 46 4TS
$411  $37¢  $76C  $777
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QWEST CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
December 31
June 30,
2008 2007
(Dollars in millions)
ASSETS

Current assett
Cash and cash equivalel $39¢ $29:2
Accounts receivab—net of allowance of $54 and $55, respecti\ 96C 1,00¢
Accounts receivab—affiliates 131 59
Deferred income taxe 212 481
Prepaid expenses and ot 213 244
Total current asse 1,91C 2,082
Property, plant and equipm~—net 11,85: 12,15t
Capitalized softwar—net 82¢ 82(
Prepaid pensic—affiliates 1,03¢ 1,02(
Other 484 44¢
Total asset $16,11: $16,52:

LIABILITIES AND STOCKHOLDER 'S EQUITY
Current liabilities:

Current portion of lon-term borrowings $34: $34:
Accounts payabl 49¢€ 502
Accounts payab—affiliates 22C 341
Dividends payab—Qwest Services Corporatic 80C 20C
Accrued expenses and otl 811 952
Current portion of po-retirement and other pcemployment benefits and ot—affiliates 20z 21C
Deferred revenue and advance billit 424 437
Total current liabilities 3,29¢ 2,98¢
Long-term borrowing—net of unamortized debt discount of $115 and $idshectively 7,541 7,56¢
Pos-retirement and other pemployment benefits and otl—affiliates 2,55¢ 2,612
Deferred income taxe 1,34¢ 1,40¢
Other 613 58C
Total liabilities 15,35¢ 15,15

Commitments and contingencies (Note

Stockholde’'s equity:

Common stoc—one share without par value, owned by Qwest Ses\v@m& poratior 11,36: 11,13:
Accumulated defici (10,603 (9,762
Total stockholde's equity 75¢ 1,37(
Total liabilities and stockhold’s equity $16,11« $16,52.

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

2
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QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Operating activities
Net income
Adjustments to reconcile net income to net cashigesl by operating activitie:
Depreciation and amortizatic
Deferred income taxe
Provision for bad de—net
Other nor-cash charge—net
Changes in operating assets and liabilit
Accounts receivabl
Accounts receivab—affiliates
Prepaid expenses and other current a:
Accounts payable and accrued expenses and othrentliabilities
Accounts payable and other current liabil—affiliates
Deferred revenue and advance billit
Other nor-current assets and liabilities including affilia
Cash provided by operating activiti
Investing activities
Expenditures for property, plant and equipment eaqltalized softwar
Changes in interest in investments managed by (@ersices Corporatio
Other
Cash used for investing activiti
Financing activities
Proceeds from lor-term borrowings
Repayments of lor-term borrowings, including current maturiti
Proceeds from current borrowir—affiliate
Repayments of current borrowir—affiliate
Dividends paid to Qwest Services Corporal
Equity infusions from Qwest Services Corporal
Other
Cash used for financing activiti
Cash and cash equivaler
Increase in cash and cash equival:
Beginning balanc
Ending balanc

Six Months Ended
June 30,

2008

2007

(Dollars in millions)

$76( $777
1,02¢  1,10¢
22¢ (92)
39 36
19 19

7 30
(72) 12¢
29 49
147° (231
117’ 12)
(14) (13)
(79) (54)
1,68:  1,74¢
(745, (559
(43) (58)
7 9
(781 (608
— 50C
(13) (331,
— 74
(22) (61)
(1,000 (1,200
231 27
4 (13)
(8000 (1,004
101 134
292 27¢€
$39: $41(

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

3
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three and Six Months Ended June 30, 2008
(Unaudited)

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, references t&Q) refer to our direct parent
company, Qwest Services Corporation, and its catetald subsidiaries, and references to “QCliEfer to our ultimate parent company, Qw
Communications International Inc., and its consatet subsidiaries.

Note 1: Basis of Presentation

The condensed consolidated balance sheet as ofribec&1, 2007, which was derived from audited foialnstatements, and the
unaudited interim condensed consolidated finarstetements as of and for the three and six momitieceJune 30, 2008 have been prepared ir
accordance with the instructions for Form 10-Qcdmpliance with those instructions, certain infotimra and footnote disclosures normally
included in consolidated financial statements preghén accordance with accounting principles gdheaacepted in the United States of
America (“GAAP”) have been condensed or omitted. We believe thatiittosures made are adequate to make the inflammadt misleading

In the opinion of management, these statementadechll normal recurring adjustments necessargitly fpresent our condensed
consolidated results of operations, financial posiand cash flows as of June 30, 2008 and fgraalbds presented. These condensed
consolidated financial statements should be readmjunction with the audited consolidated finahstatements and the notes thereto included
in our Annual Report on Form 10-K for the year eh@&cember 31, 2007, as updated by our CurrentiRepd-orm 8-K dated April 4, 2008
(our “April 4, 2008 Form 8-K”).

The condensed consolidated results of operatianthéothree and six months ended June 30, 200&hantbndensed consolidated
statement of cash flows for the six months endee B0, 2008 are not necessarily indicative of #sellts or cash flows expected for the full
year or of the results we would have incurred hadperated as a ste-alone entity during the periods presented.

Business Combination

In light of regulatory changes in 2007 and consistath QCII’s continuing strategy to simplify itnd our corporate structure and gain
operational efficiencies, in the first quarter 608 QCII moved to us most of the administrative atiter functions of QSC and merged into us
two of QSC'’s other wholly owned subsidiaries thiasvously charged the majority of their costs to us

* aprocurement company that managed real estatetaedsupplier selection and negotiations;

e acomputer system support services company thaliddidevelopment, application, maintenance, integrand testing of
software.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2008
(Unaudited)

These reorganization activities combined businefsgsvere already controlled by QCII, thereforeageounted for these activities in a
manner similar to a pooling of interests. Thesévdiets had the following effect on our condensedsolidated financial statements for the
three and six months ended June 30, 2007 andsagimber 31, 2007:

Six Months
Three Months
Ended June 3C Ended June 3C
2007 2007
(Dollars in millions)
Increases in
Total operating revent $21¢ $42:
Income before income tax 20 33
Net income 12 19
December 31,
2007
(Dollars
in millions)
Increases in
Total asset $1,12¢
Total liabilities 732

In addition, to aid the understanding of these faake financial statements, we recast prior yeerfcial information in our April 4, 20(
Form 8-K.

QCII continues to evaluate other ways to betteanize the legal organization and operations dfutssidiaries and may make additional
changes to the legal organization and operatioiits stibsidiaries, including us, in the futurecbmnection with these past or future
reorganization activities, we do not believe wedhagnsummated, and we do not expect to consumméte future, any business
combinations or other transactions that will adeiraffect our consolidated financial conditionresults of operations.

Reclassifications

During the first quarter of 2008, we changed thén@teons we use to classify expenses as costleksaelling expenses or general,
administrative and other operating expenses. Opgrakpenses are now reported as follows:

» Cost of sales are costs incurred in providing pet&land services to our customers. These includplayee-related costs directly
attributable to operating and maintaining our nelw@uch as salaries, wages and certain benedits) pther cost of sales directly
related to our network operations (such as pradessifees, materials and supplies, equipment salgs and outsourced service

» Selling expenses are costs incurred in selling yctsdand services to our customers. These inckrdployer-related costs directl
attributable to selling products or services (saslsalaries, wages, internal commissions and ndy&aiefits); marketing, advertisi
and external commissions and other selling costsh(as bad debt expense, professional fees anolocts services

* General, administrative and other operating expease corporate overhead and other operating cdstse include: employee-
related costs for administrative functions (suckalaries, wages and certain benefits); taxes egsl(Buch as property and other
taxes and Universal Service Fund, or U
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2008
(Unaudited)

charges); real estate and occupancy costs (suemiss utilities and fleet costs); and other gelnadministrative and other
operating costs (such as professional fees, owdsdigervices, litigation related charges and géoeraputer systems support
services). These expenses also include our peasipos-retirement benefits costs for all employees andees.

We believe these changes allow users of our fighstatements to better understand our cost steiend the way we manage our
business. These expense classifications may nairnparable to those of other companies. These elsamgd no impact on total operating
expenses or net income for any period. To refleetimpact these changes would have had if theyobaed implemented in prior periods, we
have reclassified certain financial information fioe three and six months ended June 30, 2007stpatsented in these condensed consoli
financial statements. In addition, to aid the ustierding of these and future financial statememgsieclassified certain prior year financial
information in our April 4, 2008 Form 8-K.

We have also reclassified certain other prior geamounts to conform to the current period presiems

Derivative Financial Instruments

We sometimes use derivative financial instrumesysgifically interest rate swap contracts, to manatgerest rate risks. We execute tt
instruments with creditworthy banks and monitor counterparty exposure. An interest rate hedgereiglly designated as either a cash flow
hedge or a fair value hedge. In a cash flow heddmrrower of variable interest debt agrees witttlzer party to make fixed payments
equivalent to paying fixed rate interest on del#iohange for receiving payments from the othetypaquivalent to receiving variable rate
interest on debt; the effect of which is to elimaaome portion of the variability in the borrowsedverall cash flows. In a fair value hedge, a
borrower of fixed rate debt agrees with anothetypar make variable payments equivalent to payiagable rate interest on the debt in
exchange for receiving fixed payments from the ogaty equivalent to receiving fixed rate interestdebt; the effect of which is to eliminate
some portion of the variability in the fair valuktbe borrower’s overall debt portfolio.

We recognize all derivatives on our condensed dateted balance sheets at fair value. On the detelérivative instrument is entered
into, we generally designate the derivative aseeithcash flow hedge or a fair value hedge.

For a derivative that is designated as and melets tile required criteria for a cash flow hedge, mgcord in accumulated other
comprehensive income on our condensed consolidatiatice sheets any changes in the fair value adéhgative. We then reclassify these
amounts into earnings as the underlying hedged tiéacts earnings. In addition, if there are angrayes in the fair value of the derivative
arising from ineffectiveness of the cash flow hedgielationship, we record those amounts immediatebther expense (income)—net in our
condensed consolidated statements of operations &erivative that is designated as and meets #ile required criteria for a fair value
hedge, we record in other expense (income)—netiitondensed consolidated statements of operatienshanges in fair value of the
derivative and the underlying hedged item.

We assess quarterly whether each derivative idyhaffective in offsetting changes in fair valuascash flows of the hedged item. If we
determine that a derivative is not highly effectasea hedge, or if a derivative ceases to be dyhédfective hedge, we discontinue hedge
accounting with respect to that derivative prospett. We record immediately in earnings changethanfair value of derivatives that are not
designated as hedges.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2008
(Unaudited)

Use of Estimates

Our condensed consolidated financial statementpragared in accordance with GAAP. These accoumtimgiples require us to make
certain estimates, judgments and assumptions. \ilvbéhat the estimates, judgments and assumpti@ue when accounting for items and
matters such as, but not limited to, long-term m@eis, customer retention patterns, allowance dobtful accounts, depreciation, amortization,
asset valuations, internal labor capitalizatioesatffiliate transactions, recoverability of asg@tcluding deferred tax assets), impairment
assessments, employee benefits, taxes, reservedtargrovisions and contingencies are reasonbakad on information available at the t
they are made. These estimates, judgments and pSsnmcan affect the reported amounts of assetdiamilities as of the dates of the
condensed consolidated balance sheets, as wak aspgorted amounts of revenue, expenses and cemizoof cash flows during the periods
presented in our condensed consolidated staterakafserations and our condensed consolidated staisnof cash flows. We also make
estimates in our assessments of potential lossesaition to threatened or pending legal and tatters See Note 7—Commitments and
Contingencies for additional information.

» For matters not related to income taxes, if a ipg®nsidered probable and the amount can be rabsoestimated, we recognize
expense for the estimated loss. If we have thengiatdo recover a portion of the estimated lossrfra third party, we make a
separate assessment of recoverability and redecestimated loss if recovery is also deemed preb

» For matters related to income taxes and in accaswiith Financial Accounting Standards Bo&FASB") Interpretation No. 4¢
“Accounting for Uncertainty in Income Taxes” (“FI#B”), the impact of an uncertain tax position tisatore likely than not of
being sustained upon audit by the relevant taxitaity must be recognized at the largest amduaitis more likely than not to |
sustained. No benefit from an uncertain tax pasitidl be recognized if the position has less tha80% likelihood of being
sustained. Also, interest expense is recognizeti@ifull amount of uncertain tax positions recordeder FIN 48

For all of these and other matters, actual resoltgd differ from our estimates.

USF, Gross Receipts Taxes and Other Surcharges

Our revenue and general, administrative and otperating expenses include taxes and surchargewé¢hatcognize on a gross basis of
$51 million and $100 million for the three and sionths ended June 30, 2008, respectively, and $fdmand $104 million for the three and
six months ended June 30, 2007, respectively.

Depreciation and Amortizatiot

Property, plant and equipment is shown net of actated depreciation on our condensed consolidatahbe sheets. Accumulated
depreciation was $32.426 billion and $31.976 hillas of June 30, 2008 and December 31, 2007, raspgc

Capitalized software is shown net of accumulatedréimation on our condensed consolidated balaneetshAccumulated amortization
was $1.376 billion and $1.311 billion as of June W08 and December 31, 2007, respectively.

7
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2008
(Unaudited)

Recently Adopted Accounting Pronouncemel

Effective January 1, 2008, we adopted StatemeRtrafncial Accounting Standards (“SFAS”) No. 157aifFValue
Measurements” (“SFAS No. 157”), which provides éidgon of fair value, establishes a framework foeasuring fair value and expands
disclosures about fair value measurements for éu@nsactions. We carry on our condensed consetidslance sheets financial instruments
whose value cannot be determined by reference tis@rvable market—including those described ineng@tail in Note 2—Investments. We
continue to estimate the value of these instrumasitsy judgmentally determined inputs, some of Wtidote observable and some of which are
not observable. We have not changed the methodstasalue these financial instruments as a resuur adoption of this standard. Our
condensed consolidated balance sheets also ifdirefiect the value of financial instruments hélgdthe QCIlI employee benefit plans in wk
our employees and retirees participate. Howevemnilg adjust our balance sheet annually at Decei®beo reflect market changes in the
value of QCII employee benefit plan assets. QClitices to assess whether the methods previousty tasdetermine the fair value of
employee benefit plan assets are appropriate witt@rsFAS No. 157 framework for measuring fair ealout we do not anticipate that any
changes in valuation methods will have a matenmgdaict on our financial position or results of opierzs.

Effective January 1, 2008, we also adopted SFAS1S8, “Fair Value Option for Financial Assets anddncial Liabilities” (“SFAS
No. 15¢"). Under SFAS No. 159, entities may choose to meaat fair value many financial instruments andaie other items that are not
currently required to be measured at fair valueASNo. 159 also establishes recognition, presematind disclosure requirements designe
facilitate comparisons between entities that chatiferent measurement attributes for similar typgassets and liabilities. SFAS No. 159 ¢
not affect any existing accounting literature tfegjuires certain assets and liabilities to be edrait fair value. Although we have adopted this
standard, we have not yet elected the fair valu®oor any assets or liabilities and, therefdhe adoption of this standard has not had any
impact on our financial position or results of aerns.

Note 2: Investments

QSC manages all cash and investments for us anaffiliates. As of June 30, 2008 and December 80,72 our investments included
$64 million and $31 million, respectively, of awsiirate securities, which are classified as nomectty available-for-sale investments and are
included in other non-current assets at estimatgd/élue on our condensed consolidated balancgtsh&uction rate securities are generally
long-term debt instruments that provide liquiditydugh a Dutch auction process that resets thécapy interest rate at pre-determined
calendar intervals, generally every 28 days. Thresmanism generally allows existing investors ttokar their holdings and continue to own
their respective securities or liquidate their s by selling their securities at par value. Qf&@erally invests in these securities for short
periods of time as part of its cash managementramgHowever, the uncertainties in the credit markave prevented QSC and other
investors from liquidating their holdings of auctiate securities in recent auctions for thesergt@sibecause the amount of securities
submitted for sale has exceeded the amount of psecbrders. These investments were collateraligdnbbds rated AA- at June 30, 2008 and
AA as of December 31, 2007 and were insured aghisstof principal and interest by bond insurewA and BB credit ratings at June 30,
2008 and AAA credit ratings at December 31, 200%sE securities were valued using a discountedftagimodel that takes into
consideration the following: an assumption thatigiseier will decide to call or convert the secestor that an active market will develop for
these investments in four years; and a risk prendetarmined by the financial conditions of the &sand the bond insurers as well as the
value of the collateral. During the three and sonths ended June 30, 2008, we recorded immatemiehlized gains and losses due to changes
in the fair value
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2008
(Unaudited)

of these investments. The net unrealized lossh®six months ended June 30, 2008 was recordextimailated other comprehensive income
because we believe the value of these investmeahtewaover. However, if the credit ratings of tissuer, the bond insurers or the collateral
deteriorate, we may further adjust the carryingigalf these investments. An increase of one peagemtoint in the risk premium used in our
valuation model would result in an immaterial desein the estimated fair value of these investsi@#cause we are uncertain as to when the
liquidity issues relating to these investments wilprove, we continue to classify these securiieson-current as of June 30, 2008.

During the fourth quarter of 2007, an investmemidfuve historically treated as a cash equivalenabdiguidating its holdings and
restricting distributions. As a result, we recléissi our holdings in the fund from cash and cashivalents to investments on our condensed
consolidated balance sheets. We valued this inedtoonsidering the asset values of the secutitiderlying the fund. As of December 31,
2007, $20 million of our remaining investment i tlund was included in other current assets anui$®n was included in other non-current
assets on our condensed consolidated balance slseatJune 30, 2008, $21 million of our remainingestment in the fund was included in
other current assets and $6 million was includeatlier non-current assets on our condensed coasadithalance sheet. During the three and
six months ended June 30, 2008, we recorded imiabterealized gains and losses for the changeearidir value of the fund, which were
recorded in other expense (income)—net in our cosele consolidated statements of operations.

Because we record our portion of the entire pddfof cash and investments managed by QSC and becaw portion varies from peri
to period, our proportionate ownership of any itrents—including illiquid investments—can changke3e changes are reflected on a net
basis in cash flows from investing activities om oansolidated statements of cash flows.

Note 3: Borrowings
We were in compliance with all provisions and ccaets of our borrowings as of June 30, 2008.

During the first quarter of 2008, we entered irite interest rate hedges described below as partrdbng- and shorierm debt strategie
One objective of our short-term debt strategy imt® advantage of favorable interest rates by pimgffloating rate debt to fixed rate debt
using cash flow hedges. And one objective of ongiterm debt strategy is to achieve a more balandémlohfixed rate to floating rate debt
swapping a portion of our fixed interest rate delftoating rate debt through fair value hedgessTecreases our exposure to changes in the
fair value of our fixed interest rate debt due harges in interest rates.

In March 2008, we entered into interest rate hedge$500 million of the outstanding $750 milliongaggate principal amount of our
Floating Rate Notes due 2013. The notes bear bitate rate per year equal to the London Interl@2iifidred Rate (“LIBOR”) plus 3.25%.
These hedges had the economic effect of swappinficaiing interest rate to fixed interest ratesapproximately 6.0% for a term of
approximately two years. We designated these saspash flow hedges. The value of our cash flovgbedf approximately $6 million is
recorded in other non-current assets on our cordecnsolidated balance sheet as of June 30, 20®8a corresponding increase, net of
deferred taxes, in accumulated other comprehemsdogne. We did not recognize any gain or loss imiegs for hedge ineffectiveness during
the three and six months ended June 30, 2008.
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In March 2008, we also entered into interest ratgles on the outstanding $500 million aggregatemal amount of our 6.5% Notes
due 2017. These hedges had the economic effeatagfEng our fixed interest rate to a floating ietgrrate until these notes mature in 2017.
We designated these swaps as fair value hedgexaline of our fair value hedges of approximatel9 #dillion is recorded in other non-
current liabilities on our condensed consolidatelhice sheet as of June 30, 2008, with a relatkcttion in the carrying value of long-term
debt of $22 million. A net immaterial gain for hedimeffectiveness is recorded in other expenseiir—net in our condensed consolidated
statements of operations.

The cash flow and fair value hedges are valuedyysiojected future cash flows, discounted at miakeigimplied forward LIBOR rates.
The debt underlying the fair value hedges is valusdg projected future cash flows, discounted idtmarket implied forward LIBOR rates,
plus a constant spread above LIBOR determinedeaintteption of the hedging relationship. These atiduns are determined excluding accrued
interest.

Note 4: Severance

For each of the three months ended June 30, 2aD2G0V, we accrued severance costs of $6 millespectively. For the six months
ended June 30, 2008 and 2007, we accrued sevarasiseof $57 million and $9 million, respectivedyportion of our severance charges is
included in each of cost of sales, selling expeasgsgeneral, administrative and other operatimgeses in our condensed consolidated
statements of operations. As of June 30, 2008 awtibber 31, 2007, our severance liability was $Rliomand $23 million, respectively.

Note 5: Tax Matters

During the second quarter of 2008, we recordedta giroperty tax receivable of $40 million as tbgult of a property tax settlement on
assessments we challenged for tax years 2002-B0@ddition, the settlement provides for a reductimour property tax valuations in that
state for tax years 2008 and 2009.

We are included in consolidated federal incomeréantrns of QCII. As a result, QCII's federal taxd#a may affect us.

On April 15, 2008, QCII received from the InterfiRévenue Service (“IRS”) the Revenue Agent’'s Refmirtax years 2004 and 2005.
The report contains proposed adjustments on seigstads, including issues that may affect us. Base@QClI’s, and our, evaluation of the
IRS’s positions reflected in the proposed adjustisieme have not recorded a material adjustmentitaiorecognized tax benefits or our
uncertain tax position liability. However, therendae no assurance that QCIl and the IRS will resattiements on any of these issues or that, if
QCIl does reach settlements, the terms will be faie to us.

Note 6: Product Revenue

We generate the majority of our revenue by progdiarvices using our telecommunications network.af§e generate revenue from
services we provide to our affiliates. These sewiare further described below.

* Voice servicesVoice services include local voice services arakas services. Local voice services include Hasal exchange,
switching and enhanced voice services. Local ve@egices also includes unbundled network elemébitNEs”) provided to our
wholesale customers. Access services include feesharge to other telecommunications providerotmect their customers and
their networks to our networ
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» Data, Internet and video servic. Data, Internet and video services include: braeadbservices and satellite video services that we
offer to consumers; private line services that Werdo other telecommunications providers and gmise customers; and other d
services such as integrated services digital né&tw®FM and frame relay that we offer primarily taterprise customer

» Affiliate servicesWe provide to our affiliates voice services, daavikes and billing and collection services thatalso provide t
external customers. In addition, we provide to affitiates: marketing, sales and advertising; cotapgystem development and
support services; network support and technicalices; and other support services, such as legglijatory, general finance and
accounting, tax, human resources and executiveosu

We also generate other revenue from USF surcharggthe subleasing of space in our office buildimggrehouses and other properties.
Revenue from our products and services for theethrel six months ended June 30, 2008 and 200Tisatized in the following table:

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
(Dollars in millions)

Operating revenue by products and servi

Voice service: $1,307 $1,44: $2,65( $2,89°
Data, Internet and video servic 79¢€ 721 1,588 1,42:
Affiliate services 45¢ 502 90¢< 96¢
Other revenue (primarily USF surcharg 46 50 90 94
Total operating revent $2,607 $2,71f $5,23! $5,38:

One of our affiliates currently offers wireless\dees under a service arrangement with a nationwideless service provider. Under this
existing arrangement, our affiliate sells wirelpssducts and services under the Qwest brand nahie afrangement will expire in February
2009. In April 2008, we signed a five-year agreetveith a different nationwide wireless service pd®r to market its wireless products and
services under its brand name beginning in 2008eRee from services provided under this arrangeméhbe recorded on a net basis in our
consolidated financial statements.

Note 7: Commitments and Contingencies

QCll is involved in several legal proceedings tashhwe are not a party that, if resolved againstiQ&uld have a material adverse
effect on our business and financial condition. Wdge included below a discussion of these mattegether with a discussion of those matters
to which we are a party. Only those matters to tvlie are a party (primarily the third matter ddsed under the heading “Other Matters”
relating to litigation brought by several ownerspafyphones) represent contingencies for which we hecorded, or could reasonably
anticipate recording, an accrual if appropriatddcso.

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 bythet, it has not been established that the narfadtiffs represent the class of plaintiffs they
purport to represent. Settlement classes have been
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certified in connection with the settlements oftaer of the putative class actions described beltwre the courts held that the named
plaintiffs represented the settlement class thepqted to represent.

The terms and conditions of applicable bylaws,ifieates or articles of incorporation, agreementajplicable law may obligate QCII to
indemnify its former directors, officers and empeg with respect to certain of the matters desgileéow, and QCII has been advancing l¢
fees and costs to many former directors, offices @mployees in connection with certain mattersiilesd below.

Settlement of Consolidated Securities Acti

Twelve putative class actions purportedly broughbehalf of purchasers of QCII’s publicly tradedsdties between May 24, 1999 and
February 14, 2002 were consolidated into a conatditisecurities action pending in federal distairt in Colorado against QCIl and various
other defendants. The first of these actions wed tin July 27, 2001. Plaintiffs alleged, amongeotinings, that defendants issued false and
misleading financial results and made false statesngbout QCII's business and investments, inclydnaterially false statements in certain of
QCII's registration statements. The most recentplaimnt in this matter sought unspecified compenyatamages and other relief. However,
counsel for plaintiffs indicated that the putatolass would seek damages in the tens of billiordotérs.

In November 2005, QCII, certain other defendamgl, the putative class representatives enteredantbfiled with the federal district
court in Colorado, a Stipulation of Partial Setterhthat, if implemented, will settle the consotathsecurities action against QCII and certain
other defendants (the “QCII settlementp parties admit any wrongdoing as part of the @@ttlement. Pursuant to the QCII settlement, ¢
has deposited approximately $400 million in cagb asettlement fund. In connection with the Q@ltlement, QCII received $10 million
from Arthur Andersen LLP. As part of the QCII seitlent, the class representatives and the settlestzastthey represent are also releasing
Arthur Andersen. If the QCII settlement is not implented, QCII will be repaid the $400 million ploterest, less certain expenses, and QCII
will repay the $10 million to Arthur Andersen.

If implemented, the QCII settlement will resolvedarlease the individual claims of the class regmetives and the claims of the
settlement class they represent against QCII drak@ndants except Joseph Nacchio, our formeff eltiecutive officer, and Robert Woodruff,
our former chief financial officer. In Septembe080the federal district court in Colorado issuadeder approving the proposed QCII
settlement on behalf of purchasers of QCII’s puplicaded securities between May 24, 1999 and 282002, over the objections of Messts.
Nacchio and Woodruff. Messrs. Nacchio and Woodthgh appealed that order to the United States @dudxppeals for the Tenth Circuit.
addressing that appeal, the Tenth Circuit heldttiefederal district court order overruling Naechind Woodruff's objections to the QCII
settlement was not sufficiently specific, and imended the case to the district court with instonst to consider certain issues and to provide a
more detailed explanation for its earlier decisimerruling those objections. Subsequent to the neina proposed settlement was reached
involving the claims of the putative class agaMsissrs. Nacchio and Woodruff as described beloty thanplemented, will also result in the
implementation of the QCII settlement.

On August 4, 2008, QCII, Messrs. Nacchio and Woffdamd the putative class representatives entateda Stipulation of Settlement
(the “Nacchio/Woodruff settlement”) that, if implemted, will, among other things, (i) settle theividlial claims of the putative class
representatives and the class they purport to septe
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against Messrs. Nacchio and Woodruff, and (ii) itasuthe withdrawal by Messrs. Nacchio and Wootlnfftheir objections to the QCII
settlement and the resolution of their indemnifmadispute with QCII arising from the QCII settlem. Under the proposed
Nacchio/Woodruff settlement, QCIl would contrib$€0 million, and Messrs. Nacchio and Woodruff woodshtribute a total of $5 million ¢
insurance proceeds. The Nacchio/Woodruff settlensesiibject to a number of conditions and futunetiogencies, including that it (i) requir
both preliminary and final court approval, and gifpvides QCII with the right to terminate the kettent if class members representing more
than a specified amount of alleged securities bstect to opt out of the settlement. No partieaiadny wrongdoing as a part of the
Nacchio/Woodruff settlemen

KPNQwest Litigation/Investigatiot

On June 25, 2004, the trustees in the Dutch batdyypoceeding for KPNQwest, N.V. (of which QCII sva major shareholder) filed a
lawsuit in the federal district court for the Distrof New Jersey alleging violations of the Raeeztinfluenced and Corrupt Organizations Act,
and breach of fiduciary duty and mismanagementubdéch law. QCIll is a defendant in this lawsuirad with Joseph Nacchio, Robert S.
Woodruff and John McMaster. Plaintiffs allege, amather things, that defendants’ actions were aeafi the bankruptcy of KPNQwest and
they seek damages for the bankruptcy deficit of KNSt of approximately $2.4 billion. Plaintiffs alseek treble damages as well as an a
of plaintiffs’ attorneys’ fees and costs. On Octob@, 2006, the court issued an order grantingritkfiets’ motion to dismiss the lawsuit,
concluding that the dispute should be adjudicatettié Netherlands rather than New Jersey. Plasrdiffpealed this decision to the United S
Court of Appeals for the Third Circuit, which affied the dismissal.

On September 13, 2006, Cargill Financial Markels,a@Rd Citibank, N.A. filed a lawsuit in the DisttiCourt of Amsterdam, located in
the Netherlands, against QCII, KPN Telecom B.V.NKBoseph Nacchio, John McMaster, and other foengsloyees or supervisory board
members of QCII, KPNQwest, or KPN. The lawsuit gdie that defendants misrepresented KPNQwest'sdiakand business condition in
connection with the origination of a credit fagiland wrongfully allowed KPNQwest to borrow fundsder that facility. Plaintiffs allege
damages of approximately €219 million (or approxieha$346 million based on the exchange rate ore 3@y 2008).

In 2006, QCII and the other defendants reachetésethts of a putative class action filed againsti@@d others in the federal district
court for the Southern District of New York on b#hdd certain purchasers of publicly traded sedesitof KPNQwest. The plaintiffs had alle
that, among other things, defendants engagedrewadilent scheme and deceptive course of businesslér to inflate KPNQwest's revenue
and the value of KPNQwest securities. In 2007 ctihat approved the settlements, which were thedeémented. Certain individuals and
entities were excluded from the settlement claskeit request. As a result, their claims wereraet#gased by the court order approving the
settlement. Some of these individuals and entitieg actions against QCII. QCII expects that atskesome of the other persons who were
excluded from the settlement class will also pustteons against QCII if QCII is unable to resadllieir claims amicably. In the aggregate,
those who were excluded from the settlement clasteaded that they incurred losses of at leastndiflidn resulting from their investments in
KPNQwest securities during the settlement clasmgewhich does not include any claims for punitdeemages or interest. QCII has settled
most of these loss claims, and QCII is vigorousfedding the claims of others, as described beldve, were excluded from the settlement
class.

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. As amended aoltbfving the appeal of a
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partial summary judgment against plaintiffs whichsmaffirmed in part and reversed in part, plaistiéfilege, among other things, that
defendants violated state securities laws in camewith plaintiffs’ investments in KPNQwest settigs. QCII is a defendant in this lawsuit
along with Qwest B.V. (one of QCII's subsidiarie3)seph Nacchio and John McMaster, the former dasand Chief Executive Officer of
KPNQwest. Plaintiffs claim to have lost approxintat®10 million in their investments in KPNQwest.

On August 23, 2005, the Dutch Shareholders AssoacigVereniging van Effectenbezitters, or VEB) €ila petition for inquiry with the
Enterprise Chamber of the Amsterdam Court of Appdatated in the Netherlands, with regard to KPN&WVEB sought an inquiry into the
policies and course of business at KPNQwest tleabbeged to have caused the bankruptcy of KPNQindday 2002, and an investigation
into alleged mismanagement of KPNQwest by its etteeumanagement, supervisory board members, j@nture entities (QCIl and KPN),
and KPNQwess outside auditors and accountants. On Decemb&028, the Enterprise Chamber ordered an inqutoytimee management a
conduct of affairs of KPNQwest for the period Jayuhthrough May 23, 2002. QCII and others haveeapgd that order to the Netherlands
Supreme Court.

Purporting to speak for an unspecified number afesholders, VEB also sought exclusion from thdesant class in the settlements of
the KPNQwest putative securities class action desdrabove. The information that VEB provided ipgart of its request for exclusion did
not indicate the losses claimed to have been siestdiy VEB or the unspecified shareholders that \pEBports to represent, and thus those
claims are not included in the approximately $78iom of losses claimed by those who requestedusiah from the settlement class, as
described above. In view of these and other defiiés in VEB's request for exclusion, VEB was natladed from the settlement class. QCII
can provide no assurance, however, that its settiemill be enforced against VEB or the sharehddigpurports to represent if VEB or such
shareholders were to bring claims against QClhenNetherlands.

QCII will continue to defend against the pendingN@west litigation matters vigorously.

Other Matters

Several putative class actions relating to thealtegton of fiber optic cable in certain rights-efy were filed against QCII on behalf of
landowners on various dates and in various conr@alifornia, Colorado, Georgia, lllinois, Indiaréansas, Massachusetts, Mississippi,
Missouri, Oregon, South Carolina, Tennessee andsldor the most part, the complaints challengd'@@ght to install its fiber optic cable
in railroad rights-of-way. Complaints in Coloraditinois and Texas, also challenge QCII’s rightitigtall fiber optic cable in utility and
pipeline rights-of-way. The complaints allege ttia railroads, utilities and pipeline companies dharight-of-way as an easement that did
not include the right to permit QCII to install fiber optic cable in the right-of-way without tp&intiffs’ consent. Most actions (California,
Colorado, Georgia, Kansas, Mississippi, Missourggon, South Carolina, Tennessee and Texas) pumbe brought on behalf of state-wide
classes in the named plaintiffs’ respective statbe. Massachusetts action purports to be on behathte-wide classes in all states in which
QCII has fiber optic cable in railroad rightsaeky (other than Louisiana and Tennessee), andaldehalf of two classes of landowners wt
properties adjoin railroad rights-of-way originatlgrived from federal land grants. Several actimnport to be brought on behalf of mudtiate
classes. The lllinois state court action purpartbeé on behalf of landowners in lllinois, lowa, Kecky, Michigan, Minnesota, Nebraska, Ohio
and Wisconsin. The lllinois federal court actionmgmrts to be on behalf of landowners in Arkansadif@nia, Florida, lllinois, Indiana,
Missouri, Nevada, New Mexico, Montana and Oregdre Thdiana action purports to be on behalf of #onat class of landowners adjacent to
railroad
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rights-of-way over which QCII's network passes. Toenplaints seek damages on theories of trespalssranst enrichment, as well as
punitive damages. On July 18, 2008, the Massactsusetirt entered an order preliminarily approvirggttlement of all of the actions descri
above, except the action pending in Tennesseecdim also set a hearing for November 17, 200®twsider final approval of the proposed
settlement.

Qwest Communications Corporation (“QCC”), one ofll¥other subsidiaries, is a defendant in litigatifiled by several billing agents
for the owners of payphones seeking compensatiocdioless calls made from payphones. The mattgensling in the United States District
Court for the District of Columbia. Generally, thayphone owners claim that QCC underpaid the ammfuisampensation due to them under
Federal Communications Commission (“FCC”) regulagidor coinless calls placed from their phones @&C’s network. The claim seeks
compensation for calls, as well as interest amutralys’ fees. QCC will vigorously defend agaings #ction.

We are a defendant in litigation brought by sevevahers of payphones relating to the rates we euatigem for the lines to their
payphones between 1997 and 2003. Generally, thehpag owners claim that we charged more for paypla@cess lines than we were
permitted to charge under the applicable FCC rdles lawsuits are pending, one filed in the Unigidtes District Court for the Western
District of Washington, the other in the Unitedt8taDistrict Court for the District of Utah. The #fangton lawsuit resulted in reversal of the
district court’s dismissal order by the Ninth Ciitc@ourt of Appeals, and is currently stayed pegdiesolution of related proceedings before
the FCC. The Utah lawsuit resulted in reversahefdistrict court’s dismissal order by the TenthcGit Court of Appeals, and is currently
stayed pending resolution of related proceedinfsreehe FCC. A proceeding against us is also pendefore the Oregon Public Utility
Commission. Several related proceedings are ungeatvhe FCC involving us, other telecommunicatioompanies, and payphone owners
all of these proceedings, the payphone ownersdamlages for amounts paid allegedly exceeding tteuata that were permitted under the
applicable FCC rules. We will vigorously defend ingathese actions.

A putative class action filed on behalf of certaffQCII’s retirees was brought against QCII, thee&@wlife Insurance Plan and other
related entities in federal district court in Cado in connection with QCII's decision to reduce life insurance benefit for these retirees to a
$10,000 benefit. The action was filed on MarchZm)7. The plaintiffs allege, among other thingst QCII and other defendants were
obligated to continue their life insurance benafithe levels in place before QCII decided to redihem. Plaintiffs seek restoration of the life
insurance benefit to previous levels and certairitahle relief. The district court ruled in QCIfavor on the central issue of whether QCII
properly reserved its right to reduce the life iragice benefit under applicable law and plan docusndihe retirees have amended their
complaint to assert additional claims. QCII belgWee remaining claims are without merit, and QA&Il continue to vigorously defend against
this matter.

Flood Damage

During June 2008, floods in the Midwest, particlydowa, caused damage to our network and otheatas@/e are still in the process of
assessing the full extent of the damage. Howeasedb on our current assessment, we estimate ghan@itures required for the restoration of
our network and physical plant may range from $50an to $60 million, including repairs and equipemt replacement. Our damage estimate
is subject to many uncertainties and may changenally as we complete physical surveys. We caommercial property insurance that
covers certain property damage and business ipt#srny subject to approximately a $5 million
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deductible for buildings and approximately a $28ion deductible for buried outside plant. We arerking with our insurance carriers to
determine the extent to which insurance proceetl®ffdet these expenditures.

The floods did not have a significant impact on fis@ncial condition or results of operations asofl for the three and six months en
June 30, 2008, as the majority of the capital a&péir expenditures will be recorded in future pgsias we incur the costs.

Note 8: Labor Union Contracts

We are a party to collective bargaining agreemsiitts our labor unions, the Communications Workeraumerica and the International
Brotherhood of Electrical Workers. Our thrgear labor agreements with the unions expire onuau6, 2008. As of June 30, 2008, employ
covered under these collective bargaining agreesrtetdled 18,608 or 58% of all our employees. VWecarrently in negotiations regarding
new collective bargaining agreements with our lalodons and their representatives.

Note 9: Dividends

We declared dividends to QSC of $600 million and&dillion and paid dividends of $300 million andl Billion during the three and six
months ended June 30, 2008, respectively. On 312008, we paid a dividend of $200 million.

Note 10: Subsequent Event

On July 21, 2008, the IRS approved a settlemerit Q{1 relating to its audit of QCII's tax years¥Dthrough 2001. Net cash payments
related to this settlement will be approximatel@million. QCII estimates its final settlementtak years 1998 through 2001 combined with
its proposed settlement of its tax years 2002 &8 2vill result in an increase to net income ofragpmately $15 million; however, QCIl is
unsure when its proposed settlement of tax yedd2 26d 2003 will be concluded. QCII has not congualéts determination of the amount it
will record in the third quarter of 2008 relatedthe 1998 through 2001 settlement separately aswately from its proposed settlement of tax
years 2002 and 200
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Unless the context requires otherwise, referencekis report to “QC” refer to Qwest Corporationeferences to “Qwest,” “we,
the “Company” and “our” refer to Qwest Corporatioand its consolidated subsidiaries, references t&Q) refer to our direct parent
company, Qwest Services Corporation, and its catetdd subsidiaries, and references to “QCiEfer to our ultimate parent company, Qw
Communications International Inc., and its consatet subsidiaries.

us,

Certain statements set forth below under this oaptonstitute forward-looking statements. See “&pdtote Regarding Forward-
Looking Statements” at the end of this Item 2 fdditional factors relating to such statements, sewl “Risk Factors” in Item 1A of Part Il of
this report for a discussion of certain risk fastapplicable to our business, financial conditind eesults of operations.

Business Overview and Presentation

We provide voice, data, Internet and satellite @idervices. We generate revenue from servicesgedvn the 14state region of Arizon
Colorado, Idaho, lowa, Minnesota, Montana, Nebrableav Mexico, North Dakota, Oregon, South DakottgH)Washington and Wyoming.
We refer to this region as our local service area.

Our operations are included in the consolidatedatfmns of our ultimate parent, QCII, and generaltgount for the majority of QCII’'s
consolidated revenue. In addition to our operati@Sll maintains a national telecommunications mekwThrough its fiber optic network,
QCII provides the following products and servidesttwe do not provide:

» Long-distance services that allow calls that cross tetenunications geographical are
» Dedicated Internet acces

e Virtual private network

* Hosting services

» Dataintegration

» Voice over Internet protocol, or Voll

*  Multi-protocol label switching; an

» Cable-based videc

QCIl also maintains a wireless business as desthb®w under the heading “Business Trends—WireSesygices.” We will begin
reselling wireless services in the future.

For certain products and services we provide, and fariety of internal communications functiong, use parts of QCII’s
telecommunications network to transport voice aat draffic. Through its network, QCII also provideationally and globally some data and
Internet access services that are similar to sesvwive provide within our local service area. Theswices include private line, ATM and frame
relay.

Our analysis presented below is organized to peothé information we believe will be useful for enstanding the relevant trends going
forward. However, this discussion should be reacbimunction with our condensed consolidated fiaratatements and the notes thereto in
Item 1 of Part | of this report.

In light of regulatory changes in 2007 and consisteith QCII's continuing strategy to simplify iesxd our corporate structure and gain
operational efficiencies, in the first quarter 608 QCIl moved to us most of the
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administrative and other functions of QSC and meiige us two of QSC’s other wholly owned subsidiarthat previously charged the
majority of their costs to us:

» aprocurement company that managed real estatethadsupplier selection and negotiations;
* acomputer system support services company thaliddhdevelopment, application, maintenance, integrand testing o
software.

These reorganization activities combined businefsgsvere already controlled by QCII, thereforeageounted for these activities in a
manner similar to a pooling of interests. Thesévidiets had the following effect on our condensedsolidated financial statements for the
three and six months ended June 30, 2007 and@soafmber 31, 2007:

Three Months Six Months
Ended June 3C Ended June 3C
2007 2007
(Dollars in millions)
Increases in
Total operating revent $21¢ $42:
Income before income tax 20 33
Net income 12 19
December 31,
2007
(Dollars in
millions)
Increases in
Total asset $1,12¢
Total liabilities 732

In addition, to aid the understanding of these faare financial statements, we recast prior yeerfcial information in our Current
Report on Form 8-K dated April 4, 2008 (our “Aptil 2008 Form 8-K”).

QCII continues to evaluate other ways to betteanize the legal organization and operations dfutssidiaries and may make additional
changes to the legal organization and operatioiits stibsidiaries, including us, in the futurecbmnection with these past or future
reorganization activities, we do not believe wedhagnsummated, and we do not expect to consumméte future, any business
combinations or other transactions that will adeiraffect our consolidated financial conditionresults of operations.

During the first quarter of 2008, we also chandedldefinitions we use to classify expenses asafasdles, selling expenses or general,
administrative and other operating expenses. Opgrakpenses are now reported as follows:

» Cost of sales are costs incurred in providing pet&land services to our customers. These includplayee-related costs directly
attributable to operating and maintaining our nelwuch as salaries, wages and certain benedits) pther cost of sales directly
related to our network operations (such as pradessifees, materials and supplies, equipment safgs and outsourced service

» Selling expenses are costs incurred in selling yetsdand services to our customers. These inckrdployee-related costs directly
attributable to selling products or services (saslsalaries, wages, internal commissions and ndy&aiefits); marketing, advertisi
and external commissions and other selling costsh(as bad debt expense, professional fees anoloctsl services

» General, administrative and other operating expease corporate overhead and other operating cdstse include: employ-
related costs for administrative functions (suclsaaries, wages and certain benefits); taxes eesl(Euch as property and other
taxes and Universal Service Fund, or U
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charges); real estate and occupancy costs (suemiss utilities and fleet costs); and other gelnadministrative and othe
operating costs (such as professional fees, oudsdigervices, litigation related charges and géoeraputer systems support
services). These expenses also include our peasipos-retirement benefits costs for all employees anidee.

We believe these reclassification changes allowsuskour financial statements to better understamdcost structure and the way we
manage our business. These expense classificatiapsiot be comparable to those of other compaitesse changes had no impact on total
operating expenses or net income for any period.

To reflect the impact that the reorganization atiéig and expense reclassifications described atvowgd have had if they had been
implemented in prior periods, we have recast anthssified certain financial information for thedlk and six months ended June 30, 2007 thal
is presented in this Item 2 and in our condensedaalated financial statements in Item 1 of Parftthis report. In addition, to aid the
understanding of this filing and future filings, wexast and reclassified certain prior year finanicformation in our April 4, 2008 Form 8-K.

We have also reclassified certain other prior yegenue, expenses and access line amounts to gotddhe current year presentation.

Business Trends
Our financial results continue to be impacted byesal significant trends, which are described below

» Data, Internet and video growtRevenue from data, Internet and video serviceesgmted 30% and 26% of our total revenue for
the six months ended June 30, 2008 and 2007, tasggcand continues to grow. We also continusee shifts in the makeup of
this revenue as customers move from traditiona,daternet and video products to more-advancdthtdogies. As a result, we
continue to focus on these more-advanced, high-yrpwoducts, which include: broadband servicevgtei line; and satellite video
services. The revenue increases from these momadd, high-growth products have outpaced reveadknés from traditional
data, Internet and video services (such as asynohsotransfer mode, or ATM; frame relay; dedicdtedrnet access, or DIA;
virtual private network, or VPN; and Internet -up access)

We also continue to focus on improving penetratiboroadband services, and broadband subscribatsge to grow as custome
migrate to higher speed Internet connections. Viletred 2.6 million broadband subscribers as of 30n2008 compared to

2.3 million as of the same date in 2007. We beliieeability to continually increase connectionexeis competitively important.
As a result, we continue to invest in increasingauailable connection speeds to meet customer idegnvsle expect broadband
subscriber growth to continue, even though we edfoeface ongoing competition for these subscribers

» Access line losse. Our revenue has been, and we expect it will comtito be, adversely affected by access line logsa®ased
competition, including product substitution, coni@s to drive our access line losses. For exammayronsumers are substituting
cable, wireless and VolP for traditional voice telmmunications services. This has increased théauand type of competitors
within our industry and has decreased our markatestAdditionally, we believe declining economiamddions have contributed to
our access line losses in the first half of 2008] may continue to do so for at least the remainflthie year. Product bundling, as
described below, continues to be one of our regmttsaccess line loss:

» Product promotionsWe offer many of our customers the ability to benskveral products and services. For example, ghrfmint
marketing and advertising efforts with our affiat these customers can bundle local voice senitether services such as
broadband, video, loi-distance and wireless. We believe customers vakiednvenience of, and price discounts associaitigl
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receiving multiple services through a single conypam addition to our bundle discounts, we als@pt fixed price on ot
broadband service for qualifying customers who hawebroadband product in their bundle. This “PfaeLife” guarantee allows
qualifying customers to lock-in their monthly brdmahd charges for as long as they qualify. Whiledbeiprice discounts have
resulted in lower average revenue for our indiviguraducts, we believe product bundles continupdsitively impact our custom
retention.

Operational efficienciesWe continue to evaluate our operating structakfacus. In some cases, this involves adjustirrg ou
workforce in response to productivity improvemesntsl changes in the telecommunications industrygawernmental regulations.
Through planned reductions and normal employegiatty we have reduced our workforce and employdated costs while
achieving operational efficiencies and improvinggasses through automatis

Wireless service©ne of our affiliates currently offers wireless\dees under a service arrangement with a nationwideless
service provider. Under this existing arrangemeat,affiliate sells wireless products and servigeder the Qwest brand name. 1
arrangement will expire in February 2009. In AR0I08, we signed a five-year agreement with a diffenationwide wireless
service provider to market its wireless productd services under its brand name beginning in 2B@8enue from services
provided under this arrangement will be recordec ot basis in our consolidated financial statem

While these trends are important to understandigevaluating our financial results, the other seations, events and trends discussed
in “Risk Factors” in Item 1A of Part Il of this reg may also materially impact our business openatiand financial results.

Results of Operations

Overview

We generate the majority of our revenue by progdiarvices using our telecommunications network.afge generate revenue from
services we provide to our affiliates. Dependinglonproducts or services purchased, a customepaag service activation fee, a monthly
service fee, a usage charge or a combination séth@ur services are further described below.

Voice service. Voice services include local voice services armkas services. Local voice services include Hasad exchange
switching and enhanced voice services. Local veieices also includes unbundled network elementINEs, provided to our
wholesale customers. Access services include feesharge to other telecommunications providerotmect their customers and
their networks to our network. As discussed abaxewill begin to generate revenue from resellingeleiss services in 200

Data, Internet and video servic. Data, Internet and video services include: braadtservices and satellite video services the
offer to consumers; private line services that fierdgo other telecommunications providers and giee customers; and other d
services such as integrated services digital né&twdFM and frame relay that we offer primarily taterprise customer

Affiliate servicesWe provide to our affiliates voice services, daevgees and billing and collections services thatalso provide t
external customers. In addition, we provide to affitiates: marketing, sales and advertising; cotapgystem development and
support services; network support and technicalices; and other support services, such as legglilatory, general finance and
accounting, tax, human resources and executiveosu

We also generate other revenue from USF surchargpbthe subleasing of space in our office buildinggrehouses and other properties.
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The following table summarizes our results of ofieres for the three and six months ended June B8 2nd 2007 and the number of
employees as of June 30, 2008 and 2007:

Three Months Ended June 30 Six Months Ended June 30
Increase/ % Increase/ %
2008 2007 (Decrease) Change 2008 2007 (Decrease) Change
(Dollars in millions)
Operating revenu $2,607 $2,71f $(108 (4% $5,23. $5,38: $(150 (3)%
Operating expenst 1,79% 1,927 (130 (% 3,70¢ 3,80¢ (100} )%
Other expens<—net 147 17C (23) (14)% 29¢ 31¢ (20) (6)%
Income before income tax 663 61€ 45 7% 1,22¢ 1,25¢ (30) 2)%
Income tax expens 252 24C 12 5% 46€ 47¢ (13) )%
Net income $411 $37¢ $33 9% $76( $771 $(17 (2)%
Employees (as of June & 32,24 35,06( (2,818 (8)%

Operating Revenue

The following table compares our total operatingeraie by products and services for the three anchenths ended June 30, 2008 and
2007:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2008 2007 (Decrease  Change 2008 2007 (Decrease  Change

(Dollars in millions)
Operating revenue

Voice service: $1,307 $1,44: $(135 (9% $2,65( $2,89° $247 (9%
Data, Internet and video servic 79€ 721 77 11% 1,58¢ 1,422 16€ 12%
Affiliate services 45€ 502 (46) (9% 903 96¢€ (65 (N%
Other revenue (primarily USF surcharg 46 50 (4) (8)% 90 94 (4) (4)%
Total operating revent $2,60° $2,71¢ $(108 (4% $5,23° $5,38: $(150 ()%

Voice Services Revenue

Voice services revenue decreased primarily duevet local voice services revenue as a result césline losses of 8% as of June 30,
2008 compared to June 30, 2007. We had 12.18%milhd 13.272 million access lines as of June @08 2nd 2007, respectively. We
continue to experience access line losses as kh oétlie competitive pressures and more recehiyeconomic decline, as described in
“Business Trends.” Voice services revenue alsoigkedlas a result of lower rates, but to a lesstamgx

Data, Internet and Video Services Revenue

Data, Internet and video services revenue increpsethrily due to a 14% increase in broadband silliss and, to a lesser extent, a &
increase in satellite video subscribers as of 3&008 compared to June 30, 2007. The growtlhdadband services revenue resulted from
continuing increases in penetration and, to a fesgent, increased rates as customers upgradeédter speed services. Private line services
revenue also increased as a result of higher vautiteese revenue increases were partially offset dgcline in frame relay services revenue
due to lower volumes.
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Affiliate Services Revenue

Affiliate services revenue decreased primarily thua change in the way we determine sales suppuvices billed to our affiliates. We
implemented this change in the fourth quarter &f20his decrease was partially offset by an irseen private line services we provided to
support an affiliate’s data and Internet businesses

We estimate that the profit from these affiliateviees was approximately $100 million, before ineotaxes, in each of the three months
ended June 30, 2008 and 2007 and $210 million &80 illion, before income taxes, for the six manémded June 30, 2008 and 2007,
respectively.

Operating Expenses

The following table provides further detail regagliour total operating expenses for the three anchenths ended June 30, 2008 and
2007:

Three Months Ended June 30 Six Months Ended June 30
Increase/ % Increase/ %
2008 2007 (Decrease) Change 2008 2007 (Decrease) Change

(Dollars in millions)
Cost of sales (exclusive of depreciation and
amortization):

Employe«related cost $27( $311 $41 (13)% $60Z $621 $(19; (3)%

Other 13C 104 26 25% 23€ 191 45 24%
Total cost of sale 40C 41E (15) (4)% 83€ 81z 26 3%
Selling:

Employecrelated cost 26¢€ 27C (2) ()% 534 527 7 1%

Marketing, advertising and external commissi 10€ 12C 14) A2)% 22¢ 227 2) (D)%

Other 76 62 14 23% 144 128 21 17%
Total selling 45C 452 (2) —% 903 877 26 3%
General, administrative and other operat

Employecrelated cost 113 11¢ (6) B)% 237 267 (30) (A1)%

Taxes and fee 61 124 (63) (B51)% 17¢€ 237 (61) (26)%

Real estate and occupancy c¢ 74 75 (2) Q)% 152 152 2) (D)%

Other 14C 14E (5) (3)% 282 274 8 3%
Total general, administrative and other opera 38¢€ 465 (75) (16)% 847 931 (84) (9)%
Affiliates 45 43 2 5% 90 78 12 15%
Depreciation and amortizatic 514 554 (40) (7% 1,02¢ 1,10¢ (80) (N%
Total operating expens $1,797 $1,92 $(130 (7)%  $3,70¢  $3,80¢ $(100 (3)%

Cost of Sales (exclusive of depreciation and amorttion)

Cost of sales are costs incurred in providing potsland services to our customers. These includplayee-related costs directly
attributable to operating and maintaining our nefwsuch as salaries, wages and certain benedits) pther cost of sales directly related to our
network operations (such as professional fees,matg@nd supplies, equipment sales costs and unatso services).
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Employee-related costs decreased primarily duenigl@yee reductions in our network operations. Rergix months ended June 30,
2008, this decrease was partially offset by a sewar charge of $40 million in the first quarteatet! to network operations.

Other cost of sales increased primarily due to driglquipment sales costs and professional feespimating and maintaining our
network.

As discussed in Note 7—Commitments and Contingsrtoi®ur condensed consolidated financial statesriaritem 1 of Part | of this
report, during June 2008 floods in the Midwesttipatarly lowa, caused damage to our network. Wicgrate that we will incur additional
repair costs during the remainder of 2008 for #etaration of our network and physical plant. Tloeds did not have a significant impact on
our results of operations for the three and six tm®ended June 30, 2008, as the majority of thaireppenditures will be recorded in future
periods as we incur the costs.

Selling Expenses

Selling expenses are costs incurred in selling yetsdand services to our customers. These inckrdployee-related costs directly
attributable to selling products or services (saslsalaries, wages, internal commissions and ndrtaiefits); marketing, advertising and
external commissions and other selling costs (ssdhad debt expense, professional fees and ou¢sbsiecvices).

Employee-related costs increased for the six mosrtidled June 30, 2008 primarily due to higher comimiscosts as a result of changes
in our commission structure. This increase wasgbroffset by a decline in the amortization ofstomer acquisition costs associated with the
activation of access lines. Certain customer adipnscosts are deferred and amortized over theebegl life of the customer relationship, and
have been declining in amount as a result of adoesfosses and promotional waivers of activafess.

Marketing, advertising and external commissiongeised for the three months ended June 30, 2002wy due to higher costs in the
same period of 2007 for customer retention anddivaad promotions, as well as increased online rmeatirartising. For the six months ended
June 30, 2008 these costs were essentially flapaced to the prior year.

Other selling costs increased due to higher pradaakfees related to systems and process improwent@ support selling and billing
functions, as well as higher postage and shippirsgsc

General, Administrative and Other Operating Expense

General, administrative and other operating exmease corporate overhead and other operating ddstse include: employee-related
costs for administrative functions (such as sataneages and certain benefits); taxes and feeh @iproperty and other taxes and USF
charges); real estate and occupancy costs (suemiss utilities and fleet costs); and other gelna@ministrative and other operating costs
(such as professional fees, outsourced servitigmtion related charges and general computer mygsseipport services). These expenses also
include our pension and post-retirement benefisgscfor all employees and retirees.

Employee-related costs decreased primarily duevied pension costs, certain health care costs ayebibtaxes, partially offset by
increased post-retirement costs.

Taxes and fees decreased primarily due to a $4®mfavorable property tax settlement and othepfable adjustments in the second
quarter of 2008.

Affiliate Expenses
Affiliate expenses include charges for our useoofjtdistance services, wholesale Internet accesstrance and certain retiree benefits.
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Affiliate expenses increased primarily due to aegahliability insurance credit adjustment in 2Q0W increased charges for lodigtanct
services as we continued to transition our emplgiyese of these services to an affiliate. Theseemmes were partially offset by net credits for
retiree benefits.

Depreciation and Amortization
The following table provides detail regarding degmtion and amortization expense:

Three Months Ended June 30, Six Months Ended June 30,
% %
2008 2007 Decreast  Change 2008 2007 Decreast  Change

(Dollars in millions)
Depreciation and amortizatio

Depreciatior $46: $507  $(40) (8)%  $927 $1,000  $(78) (8)%
Amortization 51 51 — —% 101 102 2) @%
Total depreciation and amortizati $51¢  $55¢4 $40, (M% $1,02¢ $1,10¢ $B80 ()%

Depreciation expense decreased due to lower capitanditures and the changing mix of our investrireproperty, plant and
equipment since 2002. If our capital investmengpam remains approximately the same and we doigiaifisantly shorten our estimates of
the useful lives of our assets, we expect thatlepreciation expense will continue to decrease.

Other Consolidated Results
The following table provides detail regarding otb&pense (income)—net and income tax expense:

Three Months Ended June 30 Six Months Ended June 30
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change
(Dollars in millions)

Other expense (incom—net:

Interest expense on lo-term borrowings and capital lea—net $14¢  $14¢ $— —% $29¢ $30( $1) —%
Other—net (1) 22 (23) nm — 19 (19) nm
Total other expense (incon—net $147 $17C $(23, (14)% $29¢ $31¢ $(20 (6)%
Income tax expens $252  $24( $12 5% $46€ $47¢ $(13, ()%
nm— greater than 200% and comparisons between positigeegative values or to/from zero values areideresd not meaningful.
Percentage

Other—net includes, among other things, interestrime, other interest expense, such as interestcomie taxes, and gains or losses
related to fair value interest rate hedges. Thagbsain other—net were primarily due to an $18iarilloss on early retirement of debt in the
second quarter of 2007.

The effective income tax rate is the provisionifmome taxes as a percentage of income before im¢ares. Our effective income tax
rate was 38.0% and 38.8% for the three months edualeel 30, 2008 and 2007, respectively, and 38.0%38r1% for the six months ended
June 30, 2008 and 2007, respectively.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSC, which iy owned by QCII. As such, factors relating @o,affecting, QCII’s liquidity and
capital resources could have material impacts oimakiding changes in the
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market’s perception of us and impacts on our creadibgs and on our access to capital markets. @@lits consolidated subsidiaries had total
borrowings of $14.2 billion at June 30, 2008 and.3billion at December 31, 2007.

QCIl has cash management arrangements betweeimagies subsidiaries that include lines of credifiliate obligations, capital
contributions and dividends. As part of these caghagement arrangements, affiliates provide lifiesealit to certain other affiliates.
Amounts outstanding under these lines of creditiated-company obligations vary from time to timedeare classified as short-term
borrowings.

Near-Term View

We had $393 million in cash and cash equivalergdl@ve at June 30, 2008. For the six months eddee 30, 2008, our cash was
provided by operating activities. For the next 1@nths, we expect to use our available excess aaslanily to pay dividends and income ta
to QSC and to make additional investments in otwork. We expect our 2008 capital expendituresadigher than our 2007 level. For the
months ended June 30, 2008, we declared a dividkesd.6 billion to QSC and paid dividends of $1illidm to QSC.

Our working capital deficit, or the amount by whigtrr current liabilities exceed our current assets $1.386 billion as of June 30, 2(
and $904 million as of December 31, 2007. Our wagldapital deficit increased by $482 million prifhadue to dividends declared to QSC
and capital expenditures, partially offset by eagsibefore depreciation, amortization and incorresa

Our working capital deficit is primarily caused 8iyidends that we pay to QSC. The timing of casynpents for declared dividends to
QSC is at our discretion in consultation with Q$@ continue to produce significant cash from opegaactivities, and we believe that our
cash on hand and our cash flows from operationslghie sufficient to meet our cash needs througm#xt 12 months. We have
approximately $320 million of debt maturing in thext 12 months, and we may elect to refinance samadl of that debt.

Due to recent turmoil in the credit markets, we maybe able to refinance maturing debt at terrasdhe as favorable as those from
which we previously benefited or at terms thatazeeptable to us.

To the extent that QCII's earnings before interstes, depreciation and amortization, or EBITDA dafined in QCII's debt covenants),
is reduced by cash judgments, settlements and{gratgments, its debt to consolidated EBITDA ratiosler certain debt agreements will be
adversely affected. This could reduce QCII's liqyicnd flexibility due to potential restrictionsarawing on its line of credit and potential
restrictions on incurring additional debt undertaier provisions of its debt agreements. As a whollyned subsidiary of QCII, our business
operations and financial condition could be sinWlaffected, potentially impacting our credit raggand access to capital markets.

On March 27, 2008, in connection with the additoéra new lender to its revolving credit facilityeferred to as the Credit Facility), QCII
increased the amount available to it under the i€Fetility from $850 million to $910 million. Th€redit Facility is currently undrawn and
expires in October 2010. The Credit Facility congavarious limitations, including a restriction asing any proceeds from the facility to pay
settlements or judgments relating to securitieateel actions discussed in Note 7—Commitments amdi@gencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report. Any amounts drawn on the Créditility are guaranteed by QSC and are
secured by a senior lien on our stock.

On July 17, 2008, QCI¢ Board of Directors declared a quarterly dividen80.08 per share totaling approximately $138ionill payable
on August 29, 2008 to shareholders of record asugfist 8, 2008. It is the expectation of QCII's Bdbaf Directors to pay a quarterly dividend
going forward.

On October 4, 2006, QCII's Board of Directors apa a stock repurchase program for up to $2 biib@CIl's common stock over
two years. For the three and six months ended 3002008, QCII repurchased
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18 million and 49 million shares, respectivelyjtsfcommon stock under this program at a weightexlame price per share of $4.58 and $5.21,
respectively. As of June 30, 2008, QCII had repasel a total of $1.636 billion of common stock urtties program; thus $364 million
remained available for stock repurchases. It isl@@itention to fully achieve this plan in 2008hile reviewing, on a regular basis,
opportunities to enhance shareholder returns.

Long-Term View

We have historically operated with a working calpieficit due to our practice of declaring and payregular cash dividends to QSC and
it is likely that we will operate with a working p@al deficit in the future. As discussed below, @gtinue to generate substantial cash from
operations. We believe that cash provided by ofmrst combined with our current cash position amdatioued access to capital markets to
refinance our debt as it matures, should allowouné¢et our cash requirements for the foreseeahleefuDue to recent turmoil in the credit
markets, we may not be able to refinance maturéig dt terms that are as favorable as those froichwie previously benefited or at terms
that are acceptable to us.

We may periodically need to obtain financing inertb meet our debt obligations as they come duemaly also need to obtain
additional financing or investigate other methanlgénerate cash (such as further cost reductiotiee@ale of assets) if revenue and cash
provided by operations decline, if economic cowdisi weaken, if competitive pressures increasewe ibr QCIll become subject to significant
judgments or settlements in one or more of theermtiscussed in Not—Commitments and Contingencies to our condensesitioiated
financial statements in Item 1 of Part | of thipa#. In the event of an adverse outcome in ormaare of these matters, we or QCII could be
required to make significant payments that may eaussto draw down significantly on our cash baland&e magnitude of any settlements or
judgments resulting from these matters could matgrand adversely affect QCs financial condition and ability to meet its detfftligations,
potentially impacting its credit ratings, its ahjlto access capital markets and its complianclk débt covenants. As a wholly owned
subsidiary of QCII, our business operations andrfaial condition could be similarly affected, pdtely impacting our credit ratings and
access to capital markets.

The Credit Facility makes available to QCII $910liom of additional credit subject to certain réstions as described below and is
currently undrawn. This facility has a cross paytmafault provision, and this facility and certaither debt issues of QCII and its other
subsidiaries also have cross acceleration provdsifhen present, such provisions could have a vimdeact on liquidity than might otherwise
arise from a default or acceleration of a singletdestrument. These provisions generally provits & cross default under these debt
instruments could occur if:

» QCIl fails to pay any indebtedness when due inggregate principal amount greater than $100 mill
e any indebtedness is accelerated in an aggregaigigad amount greater than $100 million;

* judicial proceedings are commenced to foreclosargnof QCI’'s assets that secure indebtedness in an aggregeatipg amoun
greater than $100 milliot

Upon such a cross default, the creditors of a r@t@mount of QCII's debt may elect to declare thatefault has occurred under their
debt instruments and to accelerate the principaluans due such creditors. Cross acceleration gomgsare similar to cross default provisions,
but permit a default in a second debt instrumetbietaleclared only if in addition to a default octuy under the first debt instrument, the
indebtedness due under the first debt instrumeenttigally accelerated. As a wholly owned subsid@&r@Cll, in the event of such a cross-
default or cross-acceleration, our business omersitand financial condition could be affected, pogdly impacting our credit ratings and
access to the capital markets. In addition, theliCFeacility contains various limitations, includjra restriction on using any proceeds from the
facility to pay settlements or judgments relatioghe securities-related actions discussed in Met€ommitments and Contingencies to our
condensed consolidated financial statements in lterhPart | of this report.
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Historical View
The following table summarizes cash flow activitiesthe six months ended June 30, 2008 and 2007:

Six Months Ended

June 30,

Increase/
2008 2007 (Decrease % Change

(Dollars in millions)

Cash flows:

Provided by operating activitie $1,68. $1,74¢ $(64, (4)%
Used for investing activitie 781 60¢ 173 28%
Used for financing activitie 80C 1,00¢ (204 (20)%

Operating Activities

Cash provided by operating activities decreasedamily due to a revenue decline that exceeded dewtase in operating expenses
(excluding depreciation and amortization), panialffset by a net increase in cash flows associaiddaffiliate transactions. This included a
decrease in tax payments to QSC year over yea348 fillion as a result of utilization of acquiredt operating losses, partially offset by
$306 million in cash outflows as a result of loweteipts and increased payments under affiliateivables and payables.

Investing Activities

Cash used for investing activities increased primdue to higher capital expenditures to suppaoticpated growth in our data and
Internet services.

Financing Activities
Cash used for financing activities decreased pilyndue to an equity infusion from QSC of $231 iwifl in connection with the transfer
to us of most of QSC’s administrative and othercfions and related assets and liabilities.

We paid cash dividends of $1.0 billion and $1.Hdnil for the six months ended June 30, 2008 and 2@%pectively. We may declare
and pay dividends to QSC in excess of our earrtimgise extent permitted by applicable law. Our d&htenants do not limit the amount of
dividends we can pay to QSC.

We were in compliance with all provisions and ccaets of our borrowings as of June 30, 2008.

Letters of Credit
As of June 30, 2008, we had outstanding lettesedit of approximately $56 million.

Risk Managemen

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

As of June 30, 2008, we had $750 million of flogtiate debt outstanding, of which $250 million isrently exposed to changes in
interest rates. This exposure is linked to the lambhterbank Offered Rate, or LIBOR. We have emténto interest rate hedges related to the
other $500 million that have the economic effecswhpping the floating interest rates to fixed iest rates until March 2010. A hypothetical
increase of 100
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basis points in LIBOR relative to the $750 milliohfloating-rate debt would not have had a mategféct on earnings. As of June 30, 2008,
we had approximately $320 million of lorigrm fixed rate debt obligations maturing in thbsequent 12 months. We are exposed to chan
interest rates at any time that we choose to refieahis debt. A hypothetical increase of 100 bpsists in the interest rate on any refinancing
of the current portion of long-term debt would hatve a material effect on our earnings.

During the first quarter of 2008, we entered imtterest rate hedges as part of our long- and sbort-debt strategies. One objective of
our long-term debt strategy is to achieve a motaruad ratio of fixed rate to floating rate debtdwapping a portion of our fixed interest rate
debt to floating rate debt through fair value hexigénis decreases our exposure to changes initheafae of our fixed interest rate debt due to
changes in interest rates, but increases the espo$our interest expense to changes in inteatasr This exposure is partially offset by the
improvements in other income that also arise frbenfair value hedges. Therefore, a hypotheticakmse of 100 basis points in LIBOR would
not have a material effect on our earnings dubded fair value hedges.

As of June 30, 2008, our cash and investments neanlayg QSC included $390 million of highly liquidsinuments, $64 million of auctit
rate securities and $27 million in an investmemidfuAs interest rates change, so will the interesime derived from these instruments.
Assuming that these investment balances were taireconstant, a hypothetical decrease of 100 Ipads in interest rates would not have a
material effect on our earnings.

Off-Balance Sheet Arrangements

There were no substantial changes to our off-balaheet arrangements or contractual commitmernkeigix months ended June 30,
2008, when compared to the disclosures providediiPAnnual Report on Form 10-K for the year endedé&nber 31, 2007.

Special Note Regarding Forward-Looking Statements

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

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

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

These statements may be made expressly in thisrddwor may be incorporated by reference to otbeuchents we have filed or will
file with the Securities and Exchange Commissigr§BC. You can find many of these statements blitapfor words such as “may,”
“would,” “could,” “should,” “plan,” “believes,” “eypects,” “anticipates,” “estimates,” or similar egpsions used in this document or in
documents incorporated by reference in this docimen

These forward-looking statements are subject toemaos assumptions, risks and uncertainties thataaage our actual results to be
materially different from any future results exped or implied by us in those statements. Somkesfkt risks are described in Item 1A of Part
I of this report.

These risk factors should be considered in conmeetith any written or oral forward-looking statemi® that we or persons acting on our
behalf may issue. Given these uncertainties, wearainvestors not to unduly rely on our forwdabking statements. We do not undertake
obligation to review or confirm analysts’ expeatats or estimates or to release publicly any remsito any forward-looking statements to
reflect events
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or circumstances after the date of this documetd oeflect the occurrence of unanticipated evdrtsther, the information about our intenti
contained in this document is a statement of aienitions as of the date of this document and isdapon, among other things, the existing
regulatory environment, industry conditions, marnt@hditions and prices, the economy in general@anmdssumptions as of such date. We
change our intentions, at any time and withoutagytbased upon any changes in such factors, inssumptions or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK
The information under the heading “Risk Managemémttem 2 of Part | of this report is incorporateerein by reference.

ITEM 4. CONTROLS AND PROCEDURES

The effectiveness of our or any system of discleswmtrols and procedures is subject to certaiitditions, including the exercise of
judgment in designing, implementing and evaluatirgycontrols and procedures, the assumptions nsddritifying the likelihood of futur
events and the inability to eliminate misconduanptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureir@r any system of disclosure controls and procesioan 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 disceocontrols and procedures (as defined in Rilaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the “Exchange Act”) adwfie 30, 2008. On the basis of this review, ouragament, including our Chief Executive
Officer and Chief Financial Officer, concluded tloatr disclosure controls and procedures are dedjgrel are effective, to give reasonable
assurance that the information required to be alisxl by us in reports that we file under the Exgkafict is recorded, processed, summarized
and reported within the time periods specifiechia tules and forms of the SEC and to ensure tfaniation required to be disclosed in the
reports filed or submitted under the Exchange A@dcumulated and communicated to our managemehtding our Chief Executive Officer
and Chief Financial Officer, in a manner that akbotimely decisions regarding required disclosure.

There were no changes in our internal control divancial reporting that occurred in the secondrtgraof 2008 that materially affected,
or are reasonably likely to materially affect, @uternal control over financial reporting.
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PART Il—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 7—Commitments @uwahtingencies to our condensed consolidated fiahatatements in Item 1 of
Part | of this report is incorporated herein byerehce.

ITEM 1A. RISK FACTORS
Risks Affecting Our Business

Increasing competition, including product substitioh, continues to cause access line losses, whighld adversely affect our operatin
results and financial performance.

We compete in a rapidly evolving and highly comipeti market, and we expect competition to contitaimtensify. We are facing
greater competition in providing wireline servidemm cable companies, wireless providers (includisgnd one of our affiliates), facilities-
based providers using their own networks as wethase leasing parts of our network, and resellaraddition, regulatory developments over
the past several years have generally increasegetitive pressures on our business. Due to sortteegé and other factors, we continue to
lose access lines.

We are continually evaluating our responses toetltempetitive pressures. Some of our more recepbreses are product bundling and
packaging and QCII's and our continuing focus ostemer service. However, we may not be succegstfildse efforts. We may not be able to
distinguish our service levels from those of oumpetitors, and we may not be successful in intéggatur product offerings, especially
products for which we act as a reseller, such aslegs services and satellite video servicesedéhinitiatives are unsuccessful or insufficient
and our revenue declines significantly without esponding cost reductions, this will cause a sigguilt deterioration to our results of
operations and financial condition and adverseigcafour ability to service debt and pay other gdions.

Consolidation among participants in the telecommauations industry may allow our competitors to con@enore effectively against us,
which could adversely affect our operating resuétad financial performance.

The telecommunications industry has experiencedesmnsolidation, and several of our competitorset@nsolidated with other
telecommunications providers. This consolidatiosutes in competitors that are larger and bettearfaed and affords our competitors increased
resources and greater geographical reach, therelhlieg those competitors to compete more effelstimgainst us. We have begun to
experience and expect further increased pressarasesult of this consolidation and in turn hagerband may continue to be forced to
respond with lower profit margin product offeringsd pricing plans in an effort to retain and attawstomers. These pressures could adve
affect our operating results and financial perfanoe

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 experiencingigicant technological changes, and our abilitgxecute our business plans and
compete depends upon our and our affiliates’ gttititdevelop and deploy new products and serveigs) as broadband data, wireless, video
and VolIP services. The development and deploymfeméw products and services could also requiretantial expenditure of financial and
other resources in excess of contemplated levfele bind our affiliates are not able to develop peaducts and services to keep pace with
technological advances, or if those products andcas are not widely accepted by customers, oilityato compete could be adversely
affected and our market share could decline. Aapility to keep up with changes in technology aratkets could also adversely affect the
trading price of our debt securities.
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Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the securil-related matters pending against QCII, including érKPNQwest litigation, could have a material
adverse impact on our financial condition and opeirsg results, on the trading price of our debt seties and on our ability to access the
capital markets.

As described in Note 7—Commitments and Contingenitieour condensed consolidated financial statesriaritem 1 of Part | of this
report, the securitieselated matters, including the KPNQwest matteras@nt material and significant risks to QCIl andlnghe aggregate, t
plaintiffs in the KPNQwest matters seek billionsdoflars in damages. In addition, the outcome & onmore of these matters could have a
negative impact on the outcomes of the other mat@€II continues to defend against these matiggously and is currently unable to
provide any estimate as to the timing of their hetson. In addition, the ultimate outcome of thepapl by Messrs. Nacchio and Woodruff of
decision approving the QCII settlement of the cdidated securities action is uncertain and coutdiitein the payment of additional monies by
QCIl in connection with indemnification claims bydglsrs. Nacchio and Woodruff if the proposed settlgrof the claims of the putative class
against Messrs. Nacchio and Woodruff is not impletae.

We can give no assurance as to the impacts on &l our financial results or financial condittbat may ultimately result from these
matters. The ultimate outcomes of these matterstdireincertain, and substantial settlements dgjuents in these matters could have a
significant impact on QCIl and us. The magnitudswéh settlements or judgments resulting from tinesters could materially and adversely
affect QCII's financial condition and ability to rakits debt obligations, potentially impactingdtedit ratings, its ability to access capital
markets and its compliance with debt covenantadutition, the magnitude of any such settlemenjadgments may cause QCII to draw down
significantly on its cash balances, which might#oit to obtain additional financing or explore @ttmethods to generate cash. Such methods
could include issuing additional securities origgllassets. As a wholly owned subsidiary of QQll; business operations and financial
condition could be similarly affected.

Further, there are other material proceedings pgnaigainst QCIl and us as described in Note 7—Camenits and Contingencies to our
condensed consolidated financial statements in lterhPart | of this report that, depending on ttloeitcome, may have a material adverse
effect on QCII's and our financial position. Thug can give no assurances as to the impacts or<@id our financial results or financial
condition as a result of these matters.

We operate in a highly regulated industry and akeetefore exposed to restrictions on our manner @ing business and a variety of claims
relating to such regulation.

We are subject to significant state and federallegpn. Interstate communications (including intgfonal communications that origini
or terminate in the U.S.) are regulated by the Fdde@ommunications Commission, or FCC, pursuanthiéoCommunications Act of 1934, as
amended by the Telecommunications Act of 1996,athdr laws. Intrastate communications are regulhayestate utilities commissions
pursuant to state utility laws. Generally, we mufstain and maintain certificates of authority frtime FCC and regulatory bodies in most states
where we offer regulated services and must obtaar pegulatory approval of rates, terms and coodg for regulated services, where requi
We are subject to numerous, and often quite detaigguirements under federal, state and local,laviss and regulations. Accordingly, we
cannot ensure that we are always in compliance alitthese requirements at any single point in tififee agencies responsible for the
enforcement of these laws, rules and regulationsimtiate inquiries or actions based on custonmnglaints or on their own initiative.

Regulation of the telecommunications industry iarging rapidly, and the regulatory environmentessubstantially from state to state.
A number of state legislatures and state utilitpnotssions have adopted reduced or modified formegilation for retail services. These
changes also generally allow more flexibility fate changes and for new product introduction, heg enhance our ability to respond to
competition. At the
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same time, some of the changes at both the stdttedaral level may have the potential effect afugng some regulatory protections,
including having FCC-approved tariffs that includg¢es, terms and conditions. Despite these regylatanges, a substantial portion of our
local voice services revenue remains subject to BCstate utility commission pricing regulatiorhieh could expose us to unanticipated
price declines. There can be no assurance thaefrggulatory, judicial or legislative activitiesllwot have a material adverse effect on our
operations, or that regulators or third partied mdlt raise material issues with regard to our cliempe or noncompliance with applicable
regulations.

All of our operations are also subject to a varigtgnvironmental, safety, health and other govesmtad regulations. We monitor our
compliance with federal, state and local regulatigaverning the discharge and disposal of hazardod€nvironmentally sensitive materials,
including the emission of electromagnetic radiatidhthough we believe that we are in compliancenvgitich regulations, any such discharge,
disposal or emission might expose us to claimstioms that could have a material adverse effeawrbusiness, financial condition and
operating results.

Risks Affecting Our Liquidity

QCII's high debt levels pose risks to our viabilignd may make us more vulnerable to adverse ecowasmid competitive conditions, as well
as other adverse developments.

Our ultimate parent, QCII, continues to carry sligaint debt. As of June 30, 2008, our consolidatelot was approximately $7.9 billion,
which was included in QCII's consolidated debt a#1® billion. Approximately $4.9 billion of QCII'debt, which includes approximately
$820 million of our debt obligations, comes duerdahe next three years. The $4.9 billion amount aisludes $1.265 billion of QCII's 3.50%
Convertible Senior Notes due 2025 (the “3.50% Cadilsle Senior Notes”), which QCII may elect to rede, and holders may elect to convert,
in November 2010. In addition, holders of thesé%5Convertible Senior Notes may also elect to cdrthe principal of their notes into cash
during periods when specified, market-based comergquirements are met. While we currently bei€@Cll and we will have the financial
resources to meet our obligations when they conegwa cannot anticipate what QCII’s and our futoadition will be. We may have
unexpected costs and liabilities and we may hawidd access to financing. In addition, it is QE&lihtention to fully achieve by the end of
2008 the remaining $364 million of stock repurclsaseailable under its previously disclosed stogurehase program. Also, QCIl began
paying a quarterly dividend in the first quarte2608, and it is the expectation of QCII's Boardifectors to pay a quarterly dividend going
forward. Cash used by QCII to purchase its comntocksor to pay dividends will not be available fither purposes, including the repayment
of debt.

We may periodically need to obtain financing in@rtb meet our debt obligations as they come due.tD recent turmoil in the credit
markets, we may not be able to refinance matureig dt terms that are as favorable as those froitchwie previously benefited or at terms
that are acceptable to us. We may also need tinaddaitional financing or investigate other methiool generate cash (such as further cost
reductions or the sale of assets) if revenue asld peovided by operations decline, if economic d¢imias weaken, if competitive pressures
increase or if QCII or we become subject to sigaifit judgments or settlements in one or more ofrtatters discussed in Note 7—
Commitments and Contingencies to our condenseddtidated financial statements in Iltem 1 of Part this report. We can give no assurance
that this additional financing will be available tarms that are acceptable. Also, we may be imgddmngefactors relating to or affecting our
liquidity and capital resources due to perceptiothe market, impacts on our credit ratings or jgons in our financing agreements that may
restrict our flexibility under certain conditions.

QCII's $910 million revolving credit facility (refeed to as the Credit Facility), which is currentlydrawn, has a cross payment default
provision, and the Credit Facility and certain otlebt issues of QCII and its other subsidiariasehaoss acceleration provisions. When
present, these provisions could have a wider impadiquidity than might otherwise arise from aaldf or acceleration of a single debt
instrument. As a subsidiary of QCII, any such eventld adversely affect our ability to conduct mesis or access the capital markets and
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could adversely impact our credit ratings. In a@dditthe Credit Facility contains various limitatg including a restriction on using any
proceeds from the facility to pay settlements digjments relating to the securities-related acttssussed in Note 7—Commitments and
Contingencies to our condensed consolidated fimhstatements in Item 1 of Part | of this report.

The degree to which we, together with QCII, areefaged may have other important limiting consegegniacluding the following:
» placing us at a competitive disadvantage as cordpaitd our less leveraged competitc
* making us more vulnerable to downturns in genesahemic conditions or in any of our busines:
» limiting our flexibility in planning for, or reaatig to, changes in our business and the industshioh we operate; ar

* impairing our ability to obtain additional finangjrin the future for working capital, capital expéodes or general corpora
purposes

We may be unable to significantly reduce the sulbgial capital requirements or operating expensescessary to continue to operate our
business, which may in turn affect our operatingselts.

The industry in which we operate is capital inteasand we anticipate that our capital requiremeiitscontinue to be significant in the
coming years. Although we have reduced our opegaikpenses over the past few years, we may beait@hbirther significantly reduce these
costs, even if revenue in some areas of our busisedecreasing. While we believe that our plarieed! of capital expenditures will meet both
our maintenance and our core growth requiremeritggorward, this may not be the case if circumséunderlying our expectations char

Adverse changes in the value of assets or obligaiassociated with QC’'s employee benefit plans could negatively impa€iCs
stockholder’ equity balance, which may in turn affect our buséss and liquidity.

Our employees participate in employee benefit ptamnsored by QCII.

QCIlI maintains a qualified pension plan, a nondigipension plan and post-retirement benefit pl@GII's condensed consolidated
balance sheets indirectly reflect the value opklh assets and benefit obligations under these plche accounting for employee benefit plans
is complex, as is the process of calculating theefieobligations under the plans. Adverse chang@sterest rates or market conditions, am
other assumptions and factors, could cause a &ignffincrease in QCII's benefit obligations orignificant decrease of the asset values
without necessarily impacting QCII's net incomethie short term. In addition, QCII's benefit obligats could increase significantly if it needs
to unfavorably revise the assumptions it used toutzte the obligations. Because the combined vafy#an assets and the combined benefit
obligations are each approximately 20 times latigen QCII's stockholders’ equity as of DecemberZ10Q7, these adverse changes could have
a significant negative impact on its stockholdeuity. Stockholders’ equity is one of several nuees used by certain customers and vendors
among others, to evaluate a company'’s financiadlitmm. As such, a significant negative impact o@1» stockholders’ equity could
adversely impact QCI$ and our competitiveness in obtaining favorablelpase arrangements and make it more challengm@@dl and us t
compete for certain sales contracts, among otlirggh

In addition, with respect to QCII's qualified peosiplan, adverse changes could require QCII toritrie a material amount of cash to
the plan or could accelerate the timing of any meglpayments. However, based on current actuanialyses and forecasts, QCIl does not
expect to be required to make any such contribatinrthe near term.

Because we are a wholly owned subsidiary of Q@Hsé events could adversely affect our abilityatodzict business or to access the
capital markets.
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The cash needs of our affiliated companies consumgignificant amount of the cash we generate.

We regularly declare and pay dividends to our dipacent, QSC. We may declare and pay dividen@ésdess of our earnings to the
extent permitted by applicable law, which may canela significant amount of the cash we generate d@bt covenants do not limit the
amount of dividends we can pay to our parent.

Our debt agreements and the debt agreements of Q@dw us and QCII to incur significantly more deptvhich could exacerbate the other
risks described in this report.

The terms of QCII's and our debt instruments peboth QCIl and us to incur additional indebtednégklitional debt may be necessary
for many reasons, including to adequately resporambinpetition, to comply with regulatory requirerterelated to our service obligations or
for financial reasons alone. Incremental borrowiogborrowings at maturity on terms that imposeitgaital financial risks to our various
efforts to improve our financial condition and riésswf operations could exacerbate the other rigsribed in this report.

Other Risks Relating to Qwest

If conditions or assumptions differ from the judgmeés, assumptions or estimates used in our critiegbounting policies, the accuracy of o
financial statements and related disclosures coblg affected

The preparation of financial statements and reldiedosures in conformity with accounting prineiplgenerally accepted in the United
States requires management to make judgments, psnmand estimates that affect the amounts regantour consolidated financial
statements and accompanying notes. Our criticaluadtog policies, which are described in our Annidaport on Form 16 for the year ende
December 31, 2007, describe those significant atowy policies and methods used in the preparatfaur consolidated financial statements
that are considered “critical” because they regjuidgments, assumptions and estimates that mayengbact our consolidated financial
statements and related disclosures. As a restiifuife events or assumptions differ significarfittym the judgments, assumptions and estin
in our critical accounting policies, these eventagsumptions could have a material impact on onsalidated financial statements and related
disclosures.

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

We are included in the consolidated federal inctemaeturn of QCII. As such, we could be severhdple for tax examinations and
adjustments attributed to other members of the @@illated group. As a significant taxpayer, Q@Isubject to frequent and regular audits by
the Internal Revenue Service, or IRS, as well @t $tnd local tax authorities. These audits coulijest us to tax liabilities if adverse positions
are taken by these tax authorities. In June 20@3| @ceived notices of proposed adjustments oersgsignificant issues for the 2002 throl
2003 audit cycle, including a proposed adjustmésdlibwing a loss recognized by QCII relating te #ale of its DEX directory publishing
business. QCII has reached a tentative settlemiéimtive IRS on several of these issues, includirgREX sale. These settlements are subject
to formal review and approval by the IRS, and themo assurance that these settlements will uléipde effected in accordance with QCII’s
expectations.

In April 2008, QCII received from the IRS proposstjustments on several issues for the 2004 and 200 cycle. Based on QC¢l'and
our evaluation of the IRS’s positions reflectedhia proposed adjustments, we have not recordedexialadjustment of our unrecognized tax
benefits. However there can be no assurance thita@@ the IRS will reach settlements on any obthissues or that, if QCIl does reach
settlements, the terms will be favorable to us.

Because prior to 1999 we were a member of afftigeups filing consolidated U.S. federal incomeriturns, we could be severally
liable for tax examinations and adjustments naally applicable to us or to
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current members of the QCII affiliated group. Taang agreements have been executed between @CHravious affiliates, and QCII
believes the liabilities, if any, arising from adfments to previously filed returns would be bdogehe affiliated group member determined to
have a deficiency under the terms and conditiorsioh agreements and applicable tax law. We hawvgemerally provided for liabilities
attributable to current or former affiliated compemor for claims they have asserted or may aagaiihst us.

We believe that we have adequately provided foctaxingencies. However, our tax audits and exatioing may result in tax liabilities
that differ materially from those that we have melmal in our condensed consolidated financial statgs Because the ultimate outcomes of all
of these matters are uncertain, we can give naasse as to whether an adverse result from oneoce of them will have a material effect on
our financial results.

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

We are a party to collective bargaining agreemsiitts our labor unions, which represent a signiftcammber of our employees. Our
current three-year agreements with the CWA andBE&V will expire on August 16, 2008. We are curkgrih negotiations regarding new
collective bargaining agreements with our laboouasiand their representatives. Although we belibaeour relations with our employees are
satisfactory, no assurance can be given that wéwihble to successfully extend or renegotiatecollective bargaining agreements as they
expire from time to time. The impact of future négtions, including changes in wages and benefiéle could have a material impact on our
financial results. Also, if we fail to extend onegotiate our collective bargaining agreementdisiputes with our unions arise, or if our
unionized workers engage in a strike or other vatoppage, we could incur higher ongoing labor cosexperience a significant disruption of
operations, which could have a material adversecetin our business.

As a result of recent regulatory developments dneatbusiness needs, QCII is reorganizing the legatucture of its subsidiaries, whic
could adversely affect the trading price of our dedecurities and our credit ratings.

In February 2007, the FCC issued an order thatifusefrom some regulatory obligations under thee@@nmunications Act. Among
other things, the order gives us more flexibildyintegrate our local operations with the long-alste operations of QCII and gives QCII more
flexibility to integrate the operations of its sidiaries that provide shared services to us and’Q@ther subsidiaries. In light of this order and
consistent with QCIE continuing strategy to simplify its and our caigde structure and gain operational efficiencieS|Ias made changes
the legal organization of some of its subsidiased has moved some of its operations among itsdiakies. QCII continues to evaluate other
ways to better organize its legal organization eperations of its subsidiaries and may make additiohanges in the future. In connection
with these activities, we do not expect that QGIl eonsummate any business combinations or ottagsactions that will adversely affect our
consolidated financial condition or results of aggiems. However, if we continue to be involved iy @f these activities and are unable to
successfully integrate the affected operationstriming price of our debt securities and credihgs could be adversely affected. Additionally,
these reorganization activities will impact theits that are consolidated into our financial eta¢nts and, as a result, our future financial
statements will be different from the financialtetaents we have historically presented. Therefmre historical financial performance might
not be indicative of future financial performance.
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ITEM 6.

EXHIBITS

Exhibits identified in parentheses below are oaWith the SEC and are incorporated herein by eefe. All other exhibits are provided
as part of this electronic submission.

Exhibit
Number

(3.1)
(3.2)
(3.9

@.1)

4.2)

(4.9

(4.9)

(4.5)

(4.6)

4.7)

(4.)
4.9

(10.7)

Description
Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Qwest Corpon’s Annual Report 0

Form 1(-K for the year ended December 31, 1997, File NG-03040).

Articles of Amendment to the Articles of Incorpacat of Qwest Corporation (incorporated by referetcc®west Corporatic’' s
Quarterly Report on Form -Q for the quarter ended June 30, 2000, File No-03040).

Amended and Restated Bylaws of Qwest Corporatimco(porated by reference to Qwest Corporis Annual Report o
Form 1(-K for the year ended December 31, 2002, File NG4-03040).

Indenture, dated as of April 15, 1990, by and betw#&lountain States Telephone and Telegraph Comaaahyl he First
National Bank of Chicago (incorporated by referettc®west Corporatic’'s Annual Report on Form 10-K for the year ended
December 31, 2002, File No. (-03040).

First Supplemental Indenture, dated as of April991, by and between U S WEST Communications,dnd.The Firs
National Bank of Chicago (incorporated by referettc®west Corporatic’'s Annual Report on Form 10-K for the year ended
December 31, 2002, File No. (-03040).

Indenture, dated as of October 15, 1999, by anddst U S West Communications, Inc. and Bank OnstT@ompany, N.A.
(incorporated by reference to Qwest Corporatiomaual Report on Form 10-K for the year ended Deeerith, 1999, File
No. 002-03040).

Officer’s Certificate of Qwest Corporation, datexicd March 12, 2002 (including forms of 8 8% notes due March 15, 2012)
(incorporated by reference to Qwest Corporés Form -4, File No. 33-115119).

First Supplemental Indenture, dated as of Augus2@04, by and between Qwest Corporation and UaBkBlational
Association (incorporated by reference to Qwest @amications International Inc.’s Quarterly Repartform 10-Q for the
guarter ended September 30, 2004, File No-15577).

Second Supplemental Indenture, dated as of NoveB#2004, by and between Qwest Corporation and BaSk National
Association (incorporated by reference to Qwesip@ration’s Current Report on Form 8-K filed NovemB8, 2004, File
No. 002-03040).

Third Supplemental Indenture, dated as of Jun@Qd5, by and between Qwest Corporation and U.Sk Beational
Association (incorporated by reference to Qwesp@mtion’s Current Report on Form 8-K filed June 2305, File No. 001-
03040).

Fourth Supplemental Indenture, dated August 8, 269&nd between Qwest Corporation and U.S. Bariloha Association
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed August 8, 2006, File No. 0-03040).

Fifth Supplemental Indenture, dated May 16, 20@7atd between Qwest Corporation and U.S. Bank Natidssociation
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed May 18, 2007, File No. 0(-03040).

Registration Rights Agreement, dated August 8, 269@nd among Qwest Corporation and the initiatpasers listed there
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed August 8, 2006, File No. 0-03040).
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Exhibit
Number Description
(10.2) Registration Rights Agreement, dated May 16, 2@0Tong Qwest Corporation and the initial purchabsted therein
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed May 18, 2007, File No. 0(-03040).
(10.9) Aircraft Time Sharing Agreement, dated December20®,7, by and between Qwest Corporation and Edwahueller
(incorporated by reference to Qwest Communicatioternational Inc.’s Annual Report on Form 10-K the year ended
December 31, 2007, File No. (-15577).
12 Calculation of Ratio of Earnings to Fixed Charg
31.1 Chief Executive Officer Certification pursuant teciion 302 of the Sarbar-Oxley Act of 2002
31.2 Chief Financial Officer Certification pursuant teion 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 Regtion S-K, copies of certain instruments definihg rights of holders of certain of our
long-term debt are not filed herewith. Pursuarthts regulation, we hereby agree to furnish a amipgny such instrument to the SEC upon
request.
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SIGNATURE

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

Q WEST C ORPORATION

By: / s/ R. WILLIAM J OHNSTON
R. William Johnston
Vice President and Controller
(Chief Accounting Officer and Duly Authorized Officer )

August 6, 2008
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QWEST CORPORATION

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

Exhibit 12

Six
I\I/_:I?]r&?ds Years Ended December 31
June 30,
2008 2007 2006 2005
(Dollars in millions)
Income from continuing operations before incomesaxdiscontinued operations and cumulative ef
of changes in accounting principl $1,22¢ $2,44( $1,88. $1,62¢
Add: estimated fixed charg: 34C 682 70C 70C
Add: estimated amortization of capitalized intel 5 1C 1C 12
Less: interest capitalize (7 (12) (12) (10)
Total earnings available for fixed char¢ $1,56¢ $3,12( $2,58( $2,33(
Estimate of interest factor on rent $34 $62 $72 $82
Interest expense, including amortization of prensudiscounts and debt issuance cBsts 29¢ 60¢ 61€ 60¢
Interest capitalize 7 12 12 1C
Total fixed charge $34( $682 $70(C $70(C
Ratio of earnings to fixed charg 4.€ 4.€ 3.7 3.3

(1) Interest expense includes only interest relatddrig-term borrowings and capital lease obligatic



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Edward A. Mueller, certify that:
1. | have reviewed this quarterly report on Forn-Q of Qwest Corporatior

2.  Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registragisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anldave 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 weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b) Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

Date: August 6, 2008

/ s/ EbwaARD A. M UELLER

Edward A. Mueller
Chief Executive Officer and President




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, John W. Richardson, certify that:
1. | have reviewed this quarterly report on Forn-Q of Qwest Corporatior

2.  Based on my knowledge, this report does notaiorany untrue statement of a material fact or angttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4.  The registrant’s other certifying officer(s) alnare responsible for establishing and maintaimisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtiias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registragisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anldave 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 weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b) Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

Date: August 6, 2008

/ s/ JOHNW. RICHARDSON
John W. Richardson
Executive Vice President and Chief Financial Office




Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifies, for tlnppses of section 1350 of chapter 63 of title flhe United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2D02, in his capacity as an officer of Qwest @ugtion (“Qwest”) that, to his knowledg
the Quarterly Report of Qwest on Form 10-Q fordharter ended June 30, 2008, fully complies withréguirements of Section 13(a) of the
Securities Exchange Act of 1934 and that the in&diom contained in such report fairly presentslimaterial respects, the financial condition
and results of operations of Qwest. This writtexteshent is being furnished to the Securities arch&mnge Commission as an exhibit to such
Form 10-Q. A signed original of this statement basn provided to Qwest and will be retained by Qwed furnished to the Securities and
Exchange Commission or its staff upon request.

Dated: August 6, 2008 By: / s/ EDWARD A. M UELLER
Edward A. Mueller
Chief Executive Officer and President

Dated: August 6, 2008 By: /' s/ JoHNW. RICHARDSON
John W. Richardson
Executive Vice President and Chief Financial Office




