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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 ofth&erms.

Access Line<Telephone lines reaching from the custc’s premises to a connection with the public switcteéephone networl
Our access lines reported in this document inchrdg those lines used to provide services to eglezustomers and exclude lines
used solely by us and our affiliate

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

Broadband Services (also known as I-speed Internet service:Services used to connect to the Internet througgtieg telephont
lines and fibe-optic cables at higher speeds than-up access

Competitive Local Exchange Carriers (CLECTelecommunications providers that compete withnysroviding local voice an
other services in our local service area, predontipaising our network

Customer Premises Equipment (CPE3lecommunications equipment sold to a customesallysin connection with our providing
telecommunications services to that custor

Data Integration.Telecommunications equipment located on custonpeeshises and related professional services. Therseas
include network management, installation and masntee of data equipment and building of proprieféngr-optic broadband
networks for government and business custon

Dedicated Internet Access (Dl/nternet access ranging from 128 kilobits per sddorl0 gigabits per secor

Facilities expense:Third-party telecommunications expenses we incur forgugther carrier networks to provide services to ¢
customers

Fiber to the Cell Site (FTTCESA type of telecommunications network consistindibér-optic cables that run from a
telecommunication provider’s broadband interconivegboints to cellular sites. Fiber to the celesservices allow for the delivery
of higher bandwidth services supporting mobile textbgies than would otherwise generally be ava@labtough a more traditional
telecommunications networ

Fiber to the Node (FTTNA type of telecommunications network that combifilesr-optic cables (which run from a
telecommunication provider’s central office to agde location within a particular neighborhood eographic area) and traditional
copper wires (which run from this location to inidival residences and businesses within the neigiolodror geographic area).
Fiber to the node allows for the delivery of highpeed broadband services than would otherwisergignbe available through a
more traditional telecommunications network madeipnly copper wires

Frame RelayA high-speed data switching technology used primarilyiterconnect multiple local network
Hosting Service<The providing of space, power, bandwidth and madiagevices in data cente

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

Integrated Services Digital Network (ISDIA telecommunications standard that uses digitalsireission technology to supp:
voice, video and data communications applicatiores cegular telephone line
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» Internet Protocol (IP) Those protocols that facilitate transferring infation in packets of data and that enable each patcks
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

* Managed Service:Customized, turnkey solutions for integrated ditternet and voice services offered to businesketsar
customers. These services include a diverse coitrinaf emerging technology products and servisash as VolP, Ethernet,
MPLS, hosting services and advanced voice servitet as web conferencing and call center solutidiost of these services can
be performed from outside our customers’ intermdvorks, with an emphasis on integrating and gentif Internet security for
applications and conter

»  Multi-Protocol Label Switching (MPLSA standard-approved data networking technology that is a $wibstfor existing framt
relay and ATM networks and that can deliver thelityaf service required to support real-time voarmd video, as well as service
level agreements that guarantee bandwidth. MPldgpdoyed by many telecommunications providers angel enterprises for use
in their own national network

» Private Line.Direct circuit or channel specifically dedicatedateustomer 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 (PSTThe worldwide voice telephone network that is asii#e to every person with a
telephone equipped with a dial tol

* Unbundled Network Elements (UNEB)screte elements of our network that are solceaséd to competitive telecommunications
providers and that may be combined to provide the#il telecommunications servic

» Universal Service Funds (USFFederal and state funds established to promotavigability of telecommunications services to
consumers at reasonable and affordable rates, agibagthings. As a telecommunications provideraneoften required to
contribute to these fund

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

» Voice over Internet Protocol (VolPAn application that provides real-time, two-way a@icommunication similar to our traditional
voice services that originates in the Internetqgeot over a broadband connection and often termian the PSTM

» Wide Area Network (WANA communications network that covers a wide gedgiaprea, such as a state or country. AW
typically extends a local area network outsidelthigding, over telephone common carrier lines ik lio 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

Operating revenu
Operating revenu
Operating reveni—affiliates

Total operating revent
Operating expense

Cost of sales (exclusive of depreciation and armmatitin)

Selling
General, administrative and other opera
Affiliates
Depreciation and amortizatic

Total operating expens

Operating incomi

Other expense (incom—net:
Interest expense on lo-term borrowing—net
Other—net

Total other expense (incon—net

Income before income tax

Income tax expens

Net income

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Three Months Ended
March 31,

2010

2009

(Dollars in millions)

$1,95¢ $2,07%
38¢€ 43C
2,34 2,50i
40¢ 40¢
37€ 454
38¢ 411

48 51

465 49:
1,68¢ 1,81«
661 69<
15€ 14¢

— &)
15€ 144
50& 54¢
258 20¢

$ 252 $ 34C

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

1
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QWEST CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Accounts receivab—net of allowance of $51 and $53, respecti\
Accounts receivab—affiliates
Deferred income tax—net
Prepaid expenses and otl
Total current asse

Property, plant and equipm—net
Capitalized softwar—net

Prepaid pensic—affiliate

Other

Total asset

LIABILITIES AND STOCKHOLDER 'S EQUITY
Current liabilities:
Current portion of lon-term borrowings
Accounts payabl
Accounts payab—affiliates
Dividends payab—Qwest Services Corporatic
Accrued expenses and otl
Current portion of po-retirement, other pc-employment benefits and ot—affiliates
Deferred revenue and advance billit

Total current liabilities

Long-term borrowing—net of unamortized debt discount and other of $#®$155, respective
Pos-retirement, other pc-employment benefits and ot—affiliates

Deferred income tax—net

Other

Total liabilities
Commitments and contingencies (Note

Stockholde’'s equity:
Common stoc—one share without par value, owned by Qwest Ses\@m@poratior
Accumulated defici

Total stockholde' s equity
Total liabilities and stockhold’s equity

December 31

March 31,
2010 2009

(Dollars in millions)

$ 744 $ 1,014
424 —
732 774
53 71
16€ 167
23€ 24E

2,35¢ 2,271
10,44¢ 10,63¢
882 88C
93¢ 952
321 297

$ 14,94 $ 15,03

$ 52C $  5IE
38¢ 41¢
39¢ 201
10C 10C
87C 941
18¢ 17€
387 39z

2,845 2,74
7,88( 7,871
2,551 2,57¢
1,13¢ 1,127
37¢ 41C
14,79 14,72¢
11,34¢ 11,34¢

(11,189 (11,039
15€ 31z

$ 14,94 $ 15,03

The accompanying notes are an integral part oktheadensed 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 caskigea 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, accrued expenses and other tliedgitities
Accounts payable, accrued expenses and other tlieitities—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 eapitalized softwar
Changes in interest in investments managed by Q8ersices Corporatio
Other
Cash used for investing activiti
Financing activities
Repayments of lor-term borrowings including current maturiti
Dividends paid to Qwest Services Corpora
Other
Cash used for financing activiti
Cash and cash equivaler
(Decrease) increase in cash and cash equivz
Beginning balanc
Ending balanc

Three Months Ended

March 31,

2010

2009

(Dollars in millions)

$ 252
465

17
©)

15
18

(69)
20C
)

88¢

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three Months Ended March 31, 2010
(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 “QCiEfer to our ultimate parent company, Qw
Communications International Inc., and its consatet subsidiaries.

Note 1: Basis of Presentation

Our condensed consolidated balance sheet as ofribece81, 2009, which was derived from our auditedrfcial statements, and our
unaudited interim condensed consolidated finarstetements as of and for the three months endedh\V&dr, 2010 have been prepared in
accordance with the instructions for Form 10-Qcdmpliance with those instructions, certain infotiora and footnote disclosures normally
included in consolidated financial statements pregén accordance with U.S. generally acceptedwattoay principles have been condensed or
omitted. We believe that the disclosures made @egw@ate such that the information presented isnigleading.

In the opinion of management, these statementadechll normal recurring adjustments necessargitly fpresent our condensed
consolidated results of operations, financial posiand cash flows as of March 31, 2010 and fopatiods 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, 2009.

Our condensed consolidated results of operatiodsandensed consolidated statement of cash flomtkéathree months ended
March 31, 2010 are not necessarily indicative efrésults or cash flows expected for the full yaeof the results we would have attained had
we operated as a stand-alone entity during thegepresented.

Reclassifications

During the first quarter of 2010, we changed thén@teons we use to classify expenses as costleksaelling expenses or general,
administrative and other operating expenses ana rasult, certain expenses in our condensed ddased statements of operations for the
prior year have been reclassified to conform tocilveent year presentation. Our new definitionghese expenses are as follows:

» Cost of sales (exclusive of depreciation and armatittn)are expenses incurred in providing products andcss to our customers
and affiliates. These expenses include: employketectexpenses directly attributable to operatimg) maintaining our network
(such as salaries, wages and certain benefitsipmgut sales expenses (such as modem expensés)anehutilities expenses
incurred by our network operations; fleet expenaes| other expenses directly related to our netwpscations (such as
professional fees and outsourced servic

» Selling expenseare expenses incurred in selling products and aes\b our customers and affiliates. These expencksle:
employee-related expenses directly attributabketiing products or services (such as salariesegagternal commissions and
certain benefits); marketing and advertising; exdécommissions; bad debt expense; and other galkpenses (such as
professional fees and outsourced servic

» General, administrative and other operating expsiare corporate overhead and other operating expehsese expenses incluc
employerrelated expenses for administrative functions (g

4
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 1: Basis of Presentation—(Continued)

salaries, wages and certain benefits); taxes aw(fich as property and other taxes and univeesakte funds“USF") charges)
rents and utilities expenses incurred by our adstigiive offices; and other general, administraéind other operating expenses
(such as professional fees). These expenses alsdénour combined net periodic pension and pdseraent benefits expenses for
all eligible employees and retirees allocated tfram QCII.

These definitions reflect changes primarily for imavexpenses for: rent and utilities incurred by oetwork operations; fleet; network
and supply chain management; and insurance andasiagement from general, administrative and atperating expenses to cost of sales,
where these expenses are more aligned with howowetmanage our business. We believe these charlgesiaers of our financial stateme
to better understand our expense structure. Thesmee classifications may not be comparable teetlod other companies. These changes
no impact on total operating expenses or net inclmmany period. These changes resulted in $46anithoving from the general,
administrative and other operating expenses atidgelxpenses categories to cost of sales forttteetmonths ended March 31, 2009.

Use of Estimates

Our condensed consolidated financial statementprapared in accordance with U.S. generally acdegteounting principles. These
accounting principles require us to make certaiimedes, judgments and assumptions. We believdhbatstimates, judgments and
assumptions we made when accounting for items atters such as, but not limited to, investmentsgiterm contracts, customer retention
patterns, allowance for doubtful accounts, deptiEgiaamortization, asset valuations, internal tatepitalization rates, affiliate transactions,
intercompany allocations, recoverability of asgetsluding deferred tax assets), impairment assestnpension, post-retirement and other
post-employment benefits, taxes, reserves and ptoersions and contingencies are reasonable, bas@dormation available at the time they
were made. These estimates, intercompany allostiodgments and assumptions can affect the repartmunts of assets, liabilities and
components of equity as of the dates of the coratkosnsolidated balance sheets, as well as theteepmmounts of revenue, expenses and
components of cash flows during the periods preseint our condensed consolidated statements oatipes and our condensed consolidated
statements of cash flows. We also make estimatesriassessments of potential losses in relatidhréatened or pending tax and legal
matters. See Note 7—Tax Matters and Note 9—Comnmnitsnend 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, if the impéetn uncertain tax position is more likely than tobe sustained upon audit by
relevant taxing authority, then we recognize a liefa the largest amount that is more likely thaot to be sustained. No portior
an uncertain tax position will be recognized if gfesition has less than a 50% likelihood of beingtained. Interest is recognizec
the amount of unrecognized benefit from uncertaingositions

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

5



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 1: Basis of Presentation—(Continued)

USF, Gross Receipts Taxes and Other Surcharges

Our revenue and general, administrative and otperating expenses included taxes and surchargesrted for on a gross basis of
$49 million and $44 million for the three monthsled March 31, 2010 and 2009, respectively.

Depreciation and Amortizatiot

Property, plant and equipment is shown net of acdatad depreciation on our condensed consolidatahbe sheets. Accumulated
depreciation was $33.273 billion and $33.022 hillas of March 31, 2010 and December 31, 2009, ctspdy.

Capitalized software is shown net of accumulatedrézation on our condensed consolidated balaneetshAccumulated amortization
was $1.643 billion and $1.599 billion as of March 2010 and December 31, 2009, respectively.

Short-term Investments

Short-term investments are investments in U.S.Stmgaand U.S. government agency securities withurites in excess of three months
but less than one year on the date of our purchdseclassify these investments as held-to-matbeause we have the intent and ability to
hold the securities until they mature.

Note 2: Fair Value of Financial Instruments

Our financial instruments consist of cash and &aglivalents, short-term investments (consisting &. Treasury and U.S. government
agency securities), auction rate securities, adsa@eeivable, accounts payable, interest ratedsedgd long-term notes including the current
portion. The carrying values of cash and cash edgins, U.S. Treasury and U.S. government agerayiges, auction rate securities, accol
receivable, accounts payable and interest ratedsegigproximate their fair values. The carrying gafiour long-term notes including the
current portion reflects original cost net of unatized discounts and other and was $8.319 billioth $8.313 billion as of March 31, 2010 and
December 31, 2009, respectively. For additionarmiation, see Note 4—Borrowings.

Fair value is defined as the price that would lxeireed to sell an asset or paid to transfer alitglin an orderly transaction between
market participants at the measurement date. Wealsation techniques that maximize the use of niadde inputs and minimize the use of
unobservable inputs when determining fair value thieth we rank the estimated values based on ttabitel of the inputs used following the
fair value hierarchy set forth by the Financial Aunting Standards Board (the “FASB”).

6
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 2: Fair Value of Financial Instruments—(Contirued)

The table below presents the fair values for anatite securities, interest rate hedges and temg-notes including the current portion
well as the input levels used to determine thesevédues as of March 31, 2010 and December 319200

Fair Value As Of
Level March 31, 201( December 31, 20C
(Dollars in millions)

Assets:
Auction rate securitie 3 $ 60 $ 41
Fair value hedge 3 5 2
Total asset $ 65 $ 43
Liabilities:
Long-term notes, including the current porti 1&2 $ 8,78: $ 8,49t
Cash flow hedge 3 — 3
Total liabilities $ 8,78: $ 8,49¢
The three levels of the fair value hierarchy asrmef by the FASB are as follows:
Input Level Description of Input
Level 1 Inputs are based upon unadjusted quoted pricaddutical instruments traded in active mark
Level 2 Inputs are based upon quoted prices for similarungents in active markets, quoted prices for igahor similar

instruments in markets that are not active, andehbdsed valuation techniques for which all sigaifit
assumptions are observable in the market or caotveborated by observable market data for suliatynthe full
term of the assets or liabilitie

Level 3 Inputs are generally unobservable and typicallleotfmanagement’s estimates of assumptions thdtanhar
participants would use in pricing the asset oriliigh The fair values are therefore determinechgsinodel-based
techniques that include option pricing models, aisted cash flow models, and similar techniq

We determined the fair value of our auction ratusiéies using a probability-weighted discountedrclow model that takes into
consideration the weighted average of the followajors:

e coupon rate of 5.81%

» probability that we will be able to sell the seties in an auction or that the securities will bdgemed early of 75.87¢
» probability that a default will occur of 20.81% tia related recovery rate of 55%; ¢

» discount rate of 8.28%

We determined the fair value of our interest raddes using projected future cash flows, discouatelde mid-market implied forward
London Interbank Offered Rates (“LIBOR”) associatégth those cash flows. We

7
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 2: Fair Value of Financial Instruments—(Contirued)

determined this valuation excluding accrued interfésr additional information on our derivativedincial instruments, see Note 5—Derivative
Financial Instruments.

We determined the fair values of our lot@gm notes including the current portion based woted market prices where available or, if
available, based on discounted future cash flowsyusurrent market interest rates.

The table below presents a rollforward of the unstents valued using Level 3 inputs for the threatm®ended March 31, 2010:

Instruments Valued Using Level 3 Inputs

Auction Rate Fair Value Cash Flow
Securities Hedges Hedges
(Dollars in millions)

Balance at December 31, 2C $ 41 $ 2 $ (3
Transfers into (out of) Level — — —
Additions 26 — —
Dispositions — — —
Realized and unrealized (losses) ga

Included in lon~term borrowing—net — 3 —

Included in other (expense) inco—net — — —

Included in other comprehensive (loss) incc ) — 3
Balance at March 31, 20: $ 60 $ 5 $ —

Note 3: Investments

QSC manages the majority of our cash and invessnénitr proportionate ownership of these investmémttuding illiquid investments,
can change because we record our portion of theegurtfolio of cash and investments managed bZ Qese changes are reflected on a net
basis in cash flows from investing activities om oandensed consolidated statements of cash flows.

Our investments include short-term investments .. Oreasury and U.S. government agency secuaitidsauction rate securities. As of
March 31, 2010, our short-term investments werel$aflion and as of December 31, 2009 we did naehany short-term investments. We
classify these investments as held-to-maturity bseave have the intent and ability to hold the gges until they mature. All securities
included in our short-term investments are repoateaimortized cost basis, which is not materiaiffedent from fair value, and mature prior to
September 30, 2010.

As of March 31, 2010 and December 31, 2009, outi@ucate securities were $60 million and $41 roiili respectively, which are
classified as non-current, available-for-sale itwests and are included in other non-current asget®ir estimated fair value on our
condensed consolidated balance sheets. Thesetmschave stated maturities between 2033 and 2036.

We recorded unrealized losses, net of deferrechiec@axes on these auction rate securities of appetgly $5 million and $3 million for
the three months ended March 31, 2010 and 200%ectsely. The



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 3: Investments—(Continued)

cumulative net unrealized losses, net of defemedme taxes, related to these securities were $ilikmand $6 million as of March 31, 2010
and December 31, 2009, respectively. These uneshlasses were recorded in accumulated other cdrapsése income, which is included in
accumulated deficit in our condensed consolidatddrire sheets. The cost basis of these securitie$w8 million as of March 31, 2010 and
$51 million as of December 31, 2009, respectividie. consider the decline in fair value to be a terapoimpairment because we believe it is
more likely than not that we will ultimately recavie entire $78 million cost basis, in part beesatle securities are rated investment grad:
securities are collateralized and the issuers ooatio make required interest payments. At somet jioithe future, we may determine that the
decline in fair value is other than temporary ifjang other factors:

» the issuers cease making required interest payrr
* we believe it is more likely than not that we vii#t required to sell these securities before tradires recover; ¢
» we change our intent to hold the securities dusvemts such as a change in the terms of the seestL

Note 4: Borrowings
As of March 31, 2010 and December 31, 2009, ouy-tenm borrowings, net of unamortized discounts atfer, consisted of the
following:
March 31, December 31

2010 2009
(Dollars in millions)

Current portion of lon-term borrowings

Long-term notes $ 50C $ 50C

Long-term capital lease and other obligatis 20 15
Total current portion of lor-term borrowings 52C 51E
Long-term borrowing—net:

Long-term note—net 7,81¢ 7,81

Long-term capital lease and other obligat—net 61 58
Total lon¢-term borrowing—net 7,88( 7,871
Total borrowing—net $ 8,40( $ 8,38t

We were in compliance with all provisions and ccamts of our borrowings as of March 31, 2010.

Credit Facility

QCII's revolving credit facility (the “Credit Fadil”), which makes available to QCII $1.035 billiarf additional credit subject to certain
restrictions, is currently undrawn and expires @pt®mber 2013. The Credit Facility has 13 lendgith, commitments ranging from
$25 million to $100 million. Any amounts drawn dretCredit Facility by QCII are guaranteed by QS@ are secured by a senior lien on our
stock.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)

Note 5: Derivative Financial Instruments

We sometimes use derivative financial instrumesysgifically interest rate swap contracts, to manatgerest rate risks. We execute tt
instruments with financial institutions we deemdit@orthy and monitor our exposure to these coyradies. An interest rate hedge is
generally designated as either a cash flow hedgefair value hedge. In a cash flow hedge, a baeraf variable interest debt agrees with
another party to make fixed payments equivalepiaigng fixed rate interest on debt in exchangedaeiving payments from the other party
equivalent to receiving variable rate interest ebtdthe effect of which is to eliminate some portof the variability in the borrower’s overall
cash flows. In a fair value hedge, a borrower xédi rate debt agrees with another party to makiaiarpayments equivalent to paying
variable rate interest on the debt in exchangedfoeiving fixed payments from the other party egléat to receiving fixed rate interest on d
the effect of which is to eliminate some portiortled variability in the fair value of the borrowgdverall debt portfolio due to changes in
interest rates.

We recognize all derivatives on our condensed dateted balance sheets at fair value. We genedalbignate the derivative as either a
cash flow hedge or a fair value hedge on the datehich we enter into the derivative instrumentsiCéows from derivative instruments that
are fair value hedges or cash flow hedges areifitabss cash flows from operations.

For a derivative that is designated as and meleté ile required criteria for a cash flow hedge, mecord in accumulated other
comprehensive income, which is included in accutedlaeficit in our condensed consolidated balaheets, any changes in the fair value of
the derivative. We then reclassify these amourtsearnings as the underlying hedged item affemtsiegs. In addition, if there are any
changes in the fair value of the derivative aridiogn ineffectiveness of the cash flow hedgingtietaship, we record those amounts
immediately in other expense (income)—net in ourdemsed consolidated statements of operationsa Herivative that is designated as and
meets all of the required criteria for a fair vahexige, we record in other expense (income)—netifrcondensed consolidated statements of
operations the changes in fair value of the derieadnd the underlying hedged item. However, iftdrens of this type of derivative match the
terms of the underlying hedged item such that wadifyuto assume no ineffectiveness, then the falug of the derivative is measured and the
change in the fair value for the period is assutoeztjual the change in the fair value of the urnyileglhedged item for the period, with no
impact in other expense (income)—net.

We assess quarterly whether each derivative idyhaffective in offsetting changes in fair valuascash flows of the hedged item or
whether our initial assumption of no ineffectivemésstill valid. If we determine that a derivatigenot highly effective as a hedge, a derivative
has ceased to be a highly effective hedge or mumagtion of no ineffectiveness is no longer validn we discontinue hedge accounting with
respect to that derivative prospectively. We redomhediately in earnings changes in the fair valfiderivatives that are not designated as
hedges.

Interest Rate Hedge

During 2009 and 2008, we entered into the intenatst hedges described below as part of our shont-@#ad long-term debt strategies.
One objective of our short-term debt strategy imt® advantage of favorable interest rates by pimgffloating interest rate debt to fixed
interest rate debt using cash flow hedges. Onectiogeof our long-term debt strategy is to achiawaore balanced ratio of fixed to floating
interest rate debt by swapping a portion of ouedixnterest rate debt to floating interest ratet tletough fair value hedges. This decreases our
exposure to changes in the fair value of our fixedrest rate debt due to changes in interest.rates
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 5: Derivative Financial Instruments—(Continued

We evaluate counterparty credit risk before enteimio any hedge transaction. Thereafter, we caetio closely monitor the financial
market and the risk that our counterparties wifadé on their obligations to us. We are prepagedrwind these hedge transactions if our
counterparties’ credit risk becomes unacceptableto

In August 2009, we entered into interest rate hedge$400 million of the outstanding $1.500 billimggregate principal amount of our
8.875% Notes due in 2012. The hedges have the ptomdfect of converting our fixed interest ratédti®o a floating interest rate of omeenth
LIBOR plus 7.0575% until maturity. We designated thterest rate swaps as fair value hedges. Thestef these hedges match the terms of
the underlying debt such that we assume no in@ffsotss of the fair value hedging relationship esabgnize the fair value of the hedge wil
corresponding adjustment to the carrying valuéefdebt.

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 LIBOR plus 3.25%s€hedges had the economic effect of
converting our floating interest rate to fixed irst rates of approximately 6.0% and expired ondildrs, 2010. We designated these interest
rate hedges as cash flow hedges. We did not reom@mniy gain or loss in earnings for hedge ineffectess for the quarter ended March 31,
2010.

We determined the fair value of our interest raddes using projected future cash flows, discouatelde mid-market implied forward
LIBOR. We determined this valuation excluding aettuinterest.

The balance sheet location and fair value of déxiganstruments designated as hedging instrumeestsf March 31, 2010 are set forth
below:

Asset Derivatives Liability Derivatives
Balance Sheet Location Fair Value Balance Sheet Location Fair Value
(Dollars in millions)
Fair value hedging contrac Other nol-current $ 5 Other nor-current $ —
asset: liabilities

The balance sheet location and fair value of déviganstruments designated as hedging instrumesitdf December 31, 2009 are set
forth below:

Asset Derivatives Liability Derivatives
Balance Sheet Locatior Fair Value Balance Sheet Locatior Fair Value
(Dollars in millions)
Cash flow hedging contrac Other current asse $ — Other current liabilitie: $ 3
Fair value hedging contracts Other non-current $ 2 Other non-current $ —
asset: liabilities

For additional information on the fair value of dimancial instruments, see Note 2—Fair Value afdficial Instruments.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 5: Derivative Financial Instruments—(Continued

The following table presents the effect of derivatinstruments on our consolidated results of djmers:

Derivatives in Cash Flow Hedging Relationships Three Months Ended March 31,
2010 2009
(Dollars in millions)

Interest rate contract
Amount of gain recognized in other comprehensie®ine on derivatives

(effective portion), net of deferred taxes of $1 &0, respectivel $2 $1
Location of amount reclassified from accumulatdteoicomprehensive incon
into income (effective portior Interest expen—net Interest expen—net

Amount of (gain) loss reclassified from accumuladéiter comprehensiv
income into interest expense (effective portiom}, of deferred taxes of $2

and $1, respectivel $(3) $1
Location of amount recognized in income on derixegi(ineffective portion ar

amount excluded from effectiveness testi Not Applicable Not Applicable
Amount recognized in income on derivatives (ineffecportion and amount

excluded from effectiveness testir $— $—

Note 6: Severance

For the three months ended March 31, 2010 and 200%ecorded severance expenses of $3 million 2@ddllion, respectively. A
portion of our severance expenses is includedéh e&cost of sales, selling expenses and geraaljnistrative and other operating expenses
in our condensed consolidated statements of opematAs of March 31, 2010 and December 31, 2000severance liability was $48 million
and $75 million, respectively, and is included @traied expenses and other in our condensed coatalithalance sheets.

Note 7: Tax Matters

During the three months ended March 31, 2010, meome tax expense increased by $55 million aswtrasthe March 2010 enactme
of the Patient Protection and Affordable Care Au ¢he Health Care and Education Reconciliationadf@010. Among other things, these
laws disallow, beginning in 2013, federal income daductions for retiree prescription drug bendfitthe extent we receive reimbursements
for those benefits under the Medicare Part D progralthough this tax increase does not take effietit 2013, under accounting principles
generally accepted in the U.S. we recognize tHeafidounting impact in the period in which the laavs enacted.

During the three months ended March 31, 2010, weaed our unrecognized tax benefits to zero, d@edecrease of $13 million relati
to the elimination of unrecognized tax benefitsiag from settlements with taxing authorities.

12



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)

Note 8: Contribution to QCII Segments

Our operations are integrated into and are pathie@&egments of QCII. Our business contributedl thrae of QCII's segments: business
markets, mass markets and wholesale markets. QChisf Operating Decision Maker (“CODM?”), who issalour CODM, reviews our
financial information only in connection with ouuarterly and annual reports that we file with tlee&ities and Exchange Commission
(“SEC”). Consequently, we do not provide our disefnancial information to the CODM on a regulasks.

Revenue from our products and services for theethtenths ended March 31, 2010 and 2009 is sumndairizae following table:

Three Months Ended
March 31,
2010 2009
(Dollars in millions)

Operating revenue by catego

Strategic service® $ 752 $ 722
Legacy service® 1,168 1,312
Affiliates and other service® 43C 477
Total operating revent $ 2,347 $ 2,50

(1) Our strategic services include primarily privateeli broadband, video and Verizon Wireless serv

(2) Ourlegacy services include primarily local, accéstegrated services digital networ*ISDN") and traditional wide area netwc
(“WAN") services

(3) Our affiliates and other services consist prilpa@f services we provide to our affiliates an&BE surcharges. We provide to our affiliates
data, local services and billing and collectionwvises that we also provide to external customlearaddition, we provide to our affiliates:
marketing, sales and advertising; computer systeweldpment and support services; network suppattechnical services; and other
support services, such as legal, regulatory, finara accounting, tax, human resources and exeaujpport

Note 9: Commitments and Contingencies

QCllis involved in several legal proceedings taskhhwe are not a party that, if resolved againstiQuld have a material adverse
effect on our business and financial condition. Wsee included below a discussion of these mat@m/ those matters to which we are a pi
represent contingencies for which we have accroiedould reasonably anticipate accruing, liabidititappropriate to do so. We are not a party
to any of the matters discussed below and therdfave not accrued any liabilities for these matters

In this section, when we refer to a class actiotpagtive” it is because a class has been allelgenot certified in that matter. Until and
unless a class has been certified by the courgstnot been established that the named plaingifiesent the class of plaintiffs they purport to
represent.

The terms and conditions of applicable bylaws,ifieates or articles of incorporation, agreementaplicable law may obligate QCII to
indemnify its former directors, officers or empl@gewith respect to certain of the matters descrifgdow, and QCII has been advancing legal
fees and costs to certain former directors, ofiac@remployees in connection with certain mattescdbed below.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 9: Commitments and Contingencies—(Continued)

KPNQwest Litigation/Investigatiot

On January 27, 2009, the trustees in the Dutchrogtdy proceeding for KPNQwest, N.V. (of which Q@las a major shareholder) filed
a lawsuit in the federal district court for the Dist of Colorado alleging violations of the Raadset Influenced and Corrupt Organizations Act
and breach of duty and mismanagement under DuehQ&II is a defendant in this lawsuit along witsedph P. Nacchio, QCII’'s former chief
executive officer, Robert S. Woodruff, QCII's formzhief financial officer, and John McMaster, tlherher president and chief executive
officer of KPNQwest. Plaintiffs allege, among otltleings, that defendantattions were a cause of the bankruptcy of KPNQveest,they see
damages for the bankruptcy deficit of KPNQwestmgraximately $2.4 billion. Plaintiffs also seeklite and punitive damages as well as an
award of plaintiffs’ attorneys’ fees and costs.advkuit asserting the same claims that was prewidilstl in the federal district court for the
District of New Jersey was dismissed without prejadand that dismissal was affirmed on appealMarch 31, 2010, the federal district court
for the District of Colorado dismissed the lawswiithout prejudice, concluding that the dispute dbdaot be adjudicated in the United States.

On September 13, 2006, Cargill Financial Markeks,a@nd Citibank, N.A. filed a lawsuit in the DisttiCourt of Amsterdam, located in
the Netherlands, against QCII, KPN Telecom B.V.nké&lijke KPN N.V. (“KPN”), Mr. Nacchio, Mr. McMagr, and other former employees
or supervisory board members of QCII, KPNQwest BNK The lawsuit alleges that defendants misrepteddtPNQwest’s financial and
business condition in connection with the origioatof a credit facility and wrongfully allowed KPN¥¢@st to borrow funds under that facility.
Plaintiffs allege damages of approximately €219iaml(or approximately $296 million based on thekange rate on March 31, 2010).

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 asitbfving the appeal of a partial summary judgmegdiast plaintiffs which was affirmed
part and reversed in part, plaintiffs allege, amotigr things, that defendants violated state #gEsitaws in connection with plaintiffs’
investments in KPNQwest securities. QCII is a dééet in this lawsuit along with Qwest B.V. (one@€II's subsidiaries), Mr. Nacchio and
Mr. McMaster. The Arizona Superior Court dismisseast of plaintiffs’ claims, and plaintiffs volunilyr dismissed the remainder of their
claims. Plaintiffs appealed the court’s decisiomht® Arizona Court of Appeals, which affirmed thezdna Superior Cour’ decision. Plaintiff
then filed a petition for review by the Arizona $eme Court, which was granted, and the matternslipg before that court. Plaintiffs claim to
have lost approximately $9 million in their investnts in KPNQwest, and are also seeking interesatincheys’ fees.

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 tieableged to have caused the bankruptcy of KPNQinddhay 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@0P®, the Enterprise Chamber ordered an inquirytime management a
conduct of affairs of KPNQwest for the period Jaguathrough May 23, 2002. On December 5, 2008 Bhieerprise Chamber appointed
investigators to conduct the inquiry. VEB claimatthertain individuals have assigned to it thedirok for losses totaling approximately
€40 million (or approximately $54 million based dretexchange rate on March 31, 2010), which thadigiguals allegedly incurred on
investments in KPNQwest securities. VEB has nofijed any adjudicative action to assert thosenctai
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three Months Ended March 31, 2010
(Unaudited)
Note 9: Commitments and Contingencies—(Continued)

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

QCII Stockholder Litigation

From April 22 to May 3, 2010, thirteen individual putative class action lawsuits were filed instand federal courts in Colorado and in
state court in Delaware relating to QCII's pendingrger with CenturyLink. The lawsuits were filed foyrported QCII stockholders and name
as defendants CenturyLink, QCII, certain of QCdfficers and members of QCII's Board of Directdrbe plaintiffs generally allege that
QCII's directors breached their fiduciary duties in apprg the merger and seek to enjoin the mergeriarshme cases, damages if the me
is completed. QCII will vigorously defend agains¢se matters. For additional information, see Ndte-Subsequent Event.

Other Matters

Several putative class actions relating to thealfetton of fiber-optic cable in certain rights-afty were filed against us on behalf of
landowners on various dates and in various conr@alifornia, Colorado, Georgia, lllinois, Indiartéansas, Massachusetts, Mississippi,
Missouri, Oregon, South Carolina, Tennessee ands.é5or the most part, the complaints challengeight to install our fiber-optic cable in
railroad rights-of-way. The complaints allege ttie railroads own the right-of-way as an easenfattdid not include the right to permit us to
install our fiber-optic cable in the right-of-wayithout the plaintiffs’ consent. Most of the actiomsrport to be brought on behalf of state-wide
classes in the named plaintiffs’ respective statktspugh two of the currently pending actions putpo be brought on behalf of multi-state
classes. Specifically, the lllinois state couri@tipurports to be on behalf of landowners in 8ig) lowa, Kentucky, Michigan, Minnesota,
Nebraska, Ohio and Wisconsin, and the Indiana staiet action purports to be on behalf of a natiatess of landowners. In general,
complaints seek damages on theories of trespassrgurst enrichment, as well as punitive damagesJiyn 18, 2008, a federal district court in
Massachusetts entered an order preliminarily appgoa settlement of all of the actions describeovabexcept the action pending in
Tennessee. On September 10, 2009, the court diéméapproval of the settlement on grounds th&dked subject matter jurisdiction. On
December 9, 2009, the court issued a revised rtitiatj among other things, denied a motion for apairas moot and dismissed the matter for
lack of subject matter jurisdiction.

Qwest Communications Company, LLC (“QCC") is a defent in litigation filed by several billing agerits the owners of payphones
seeking compensation for coinless calls made fragppones. The matter is pending in the United Statstrict Court for the District of
Columbia. Generally, the payphone owners claim @@€ underpaid the amount of compensation dueaim thnder Federal Communications
Commission regulations for coinless calls placednftheir phones onto QCC's network. The claim seskspensation for calls, as well as
interest and attorneys’ fees. QCC will vigorousifehd against this action.

A putative class action filed on behalf of certaffQCII’s retirees was brought against QCII, the&3wGroup Life Insurance Plan and
other related entities in federal district courfalorado in connection with QCII's decision to ued the life insurance benefit for these retirees
to a $10,000 benefit. The action was filed on Ma&06h2007. The plaintiffs allege, among other tkirtat QCIl 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 certairitable relief. The district court ruled in QCIfavor on the central issue of whether QCII
properly reserved our right to reduce the life hasice benefit
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under applicable law and plan documents. The pifsrgubsequently amended their complaint to assdgiitional claims. The court has since
dismissed or granted summary judgment to QCII bofahe plaintiffs’ claims. Plaintiffs’ motion foreconsideration is pending before the
court.

Note 10: Dividends

During the three months ended March 31, 2010 a8 20e declared cash dividends to QSC of $400anilind $600 million,
respectively, and we paid cash dividends of $40Bamiand $630 million, respectively.

The timing of cash payments for declared dividetlod®SC is at our discretion in consultation with@S$Ve may continue to declare and
pay dividends to QSC in excess of our earningstait stockholdes equity to the extent permitted by applicable |&ur debt covenants do 1
limit the amount of dividends we can pay to QSC.

Subsequent Ever
On April 14, 2010, we declared a cash dividend 80®f $800 million.

Note 11: Subsequent Event
QCII-CenturyLink Merger Agreement

On April 21, 2010, QCII entered into a merger agreet whereby CenturyTel, Inc. (“CenturyLink”) wdkquire QCII in a tax-free, stock-
for-stock transaction. Under the terms of the agesa, QCII's stockholders will receive 0.1664 sisané CenturyLink common stock for each
share of QCII's common stock they own at closings®&l on QCII's and CenturyLink’s share prices ahefdate of the merger agreement, at
closing CenturyLink shareholders are expected to approximately 50.5% and QCII's stockholders aqgeeted to own approximately 49.5%
of the combined company. Completion of this tratisads subject to approval by the stockholderbath companies, various federal and state
regulatory approvals as well as other customarsictpconditions. QCII anticipates closing this gaction in the first half of 2011. If the
merger agreement is terminated under certain cistamees, QCIl may be obligated to pay CenturyLimérmination fee of $350 million.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context requires otherwise, refereneekis 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 catetdd subsidiaries, and references to “QCiEfer to our ultimate parent company, Qw
Communications International Inc., and its consatet subsidiaries.

Certain statements in this report constitute fodsaoking statements. See “Special Note Regardorgvard-Looking Statements” at the
end of this Item 2 for additional factors relatitagthese statements, and see “Risk Factors” in 1tArof Part Il of this report for a discussion of
certain risk factors applicable to our businessricial condition and results of operations.

Business Overview and Presentation

We offer data, Internet, video and voice servicéhiwthe 14-state region of Arizona, Colorado,Hdalowa, Minnesota, Montana,
Nebraska, New Mexico, North Dakota, Oregon, Soutkdda, Utah, Washington and Wyoming. We refer te tegion as our local servir
area.

On April 21, 2010, our ultimate parent, QCII, eekinto a merger agreement whereby CenturyTel,(f@znturyLink”) will acquire

QCIl in a tax-free, stock-for-stock transaction.dgnthe terms of the agreement, Q€Btockholders will receive 0.1664 shares of Cehink
common stock for each share of QCII's common sthely own at closing. Based on QCII's and Centurildrshare prices as of the date of
merger agreement, at closing CenturyLink sharehsldee expected to own approximately 50.5% and ®@6ibckholders are expected to own
approximately 49.5% of the combined company. Cotigieof this transaction is subject to approvalhg stockholders of both companies,
various federal and state regulatory approvalselsas other customary closing conditions. QCli@pates closing this transaction in the first
half of 2011. If the merger agreement is terminateder certain circumstances, QCII may be obligatguhy CenturyLink a termination fee of
$350 million.

Our operations are included in the consolidatedaifmns of QCII and generally account for the miajoof QCII’s consolidated revenue.
In addition to our operations, QCIlI maintains aioral telecommunications network. Through its fibptic network, QCII provides the
following products and services that we do not jtev

» Dataintegration
» Dedicated Internet acces
* Hosting services
» Long-distance services that allow calls that cross tetenunications geographical are
* Managed service:
*  Multi-protocol label switching; an
» Voice over Internet Protocol, or Vol
During the first quarter of 2010, we changed thén@teons we use to classify expenses as costleksaelling expenses or general,

administrative and other operating expenses ana rasult, certain expenses in our condensed ddased statements of operations for the
prior year have been reclassified to conform toctlneent year presentation. Our new definitiontheke expenses are as follows:

» Cost of sales (exclusive of depreciation and arpatitbn)are expenses incurred in providing products andces to our custome
and affiliates. These expenses include: empl-related expense
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directly attributable to operating and maintainlg network (such as salaries, wages and certaiefit®); equipment sale
expenses (such as modem expenses); rents ani@sigkipenses incurred by our network operatioest #xpenses; and other
expenses directly related to our network operat{snsh as professional fees and outsourced seyv

» Selling expensemre expenses incurred in selling products and@esud our customers and affiliates. These expensksle:
employee-related expenses directly attributabketiing products or services (such as salariesesdgternal commissions and
certain benefits); marketing and advertising; exdécommissions; bad debt expense; and other gelkpenses (such as
professional fees and outsourced servic

* General, administrative and other operating expsiase corporate overhead and other operating expefisese expenses include:
employee-related expenses for administrative fonst{such as salaries, wages and certain ben¢ditgs and fees (such as
property and other taxes and universal serviceduadUSF, charges); rents and utilities expensasried by our administrative
offices; and other general, administrative and otperating expenses (such as professional fehsselTexpenses also include our
combined net periodic pension and post-retiremenefits expenses for all eligible employees anideres allocated to us from

QCll.

These definitions reflect changes primarily for imavexpenses for: rent and utilities incurred by oetwork operations; fleet; network
and supply chain management; and insurance andhasiagement from general, administrative and aiperating expenses to cost of sales,
where these expenses are more aligned with howowetmanage our business. We believe these charlgesiaers of our financial stateme
to better understand our expense structure. Thesmee classifications may not be comparable teetlod other companies. These changes
no impact on total operating expenses or net inclmmany period. These changes resulted in $46anithoving from the general,
administrative and other operating expenses atidgelxpenses categories to cost of sales forttteetmonths ended March 31, 2009.

We have updated our methodology of how we counsabscribers and access lines where we provideetivices. We now count
broadband subscribers and access lines when weeemue associated with them and include onlyetlaagess lines that provide services to
external customers and exclude lines used solelyskand our affiliates. Our new methodology exctubiesiness and wholesale markets
customers from our broadband subscribers.

We have also updated our methodology of how we ttounpartnership based video subscribers. We reawtcthese subscribers when
we earn revenue associated with them, regardlestether we actually bill the subscribers for teevices. Beginning in mid-2009 we began
to earn an ongoing commission associated with vadestomers that we no longer bill so long as tleegain active customers of DIRECTV.
Because of the change in this commission we hagerbt include them in our subscriber counts. Timhodology change has increased our
video subscribers by approximately 57,000 as ofdd&1, 2010. We believe the methodology updatesritbesl above align our subscribers
and access lines with our revenue and better tefl&congoing operations.
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We have restated our subscribers and access épeged as of March 31, 2009 to conform to theemtrperiod presentation. The table

below quantifies these changes by segment:

Previously reported access lir
Affiliates and us
Alignment to billed unit:

Currently reported access lin

Previously reported broadband subscrit
Excluding business and wholesale custor
Alignment to billed units

Currently reported broadband subscrit

Previously reported video subscrib
Alignment to billed units

Currently reported video subscribt

March 31, 2009

. Wholesale
Busines:
Mass
Markets Markets Markets Total
(in thousands)
2,582 7,531 1,10 11,22
(48%) — — (487)
3 21 37 61
2,10z 7,55¢ 1,14C  10,80(
— 2,832 — 2,83
— (149) — (149)
— (39 — (39
— 2,64¢ — 2,644
— 80z — 80z
— 7 — 7
— 80¢ — 80¢

For certain products and services we provide, and f/ariety 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 seswive provide within our local service area. Themwices include private line, and our
traditional wide area network, or WAN, services,jebhconsist of asynchronous transfer mode, or A&N frame relay.

Our operations are integrated into and are patie@segments of QCII and contribute to all thre®61I's segments: business markets,
mass markets and wholesale markets. We currerglypgour products and services among the followimge categories:

» Strategic servicewhich include primarily private line, broadbanddeo and Verizon Wireless servic

* Legacy servicewhich include primarily local, access, integratedvices digital network, or ISDN, and traditionale area

network, or WAN, services; ar

» Affiliates and other serviceconsisting primarily of services we provide to affiliates and USF surcharges. We provide to our
affiliates data, local services and billing andediions services that we also provide to extecnatomers. In addition, we provide
to our affiliates: marketing, sales and advertiscgmputer system development and support serviggg/ork support and technical
services; and other support services, such as, legpllatory, finance and accounting, tax, humaoueces and executive suppt

We have reclassified certain prior year expenseesxline and subscriber amounts presented in wait€yly Report on Form 10-Q for
the three months ended March 31, 2009 to confortheéa@urrent period presentation.

Our analysis presented below is organized to peothe information we believe will be useful for enstanding the relevant trends
affecting our business. This discussion shouldelael in conjunction with our condensed consolidéitezhcial statements and the notes thereto

in Item 1 of Part | of this report.
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Business Trends

Our financial results were impacted by severalificant trends, which are described below. We ekfieat these trends will continue to
affect our results of operations, cash flows oaficial position.

Strategic servicedlVe continue to see shifts in the makeup of oull teteenue as customers move to strategic sengced, as
private line, broadband and video services, frogady services, such as local and access serviegsnRe from our strategic
services represented 32% and 29% of our total tevéor the three months ended March 31, 2010 af8,2@spectively, and this
percentage continues to grow. With respect to livaad services, we continue to focus on increasibgaibers, particularly amo
consumer and small business customers. We reasiee@ @ million broadband subscribers at March281,0 compared to
approximately 2.7 million at March 31, 2009. Weibet the ability to continually increase connectipeeds is competitively
important. As a result, we continue to invest im fiber to the node, or FTTN, deployment, which laenched to meet customer
demand for higher broadband speeds. In additithetd-TTN deployment, we continue to expand our pebdfferings and enhan
our marketing efforts as we compete in a competiimd maturing market in which a significant portad consumers already have
broadband services. We expect these efforts wik@we our ability to compete and grow our broadbsulalscribers. Demand for
the private line services we offer to businesswhdlesale customers continues to increase, althouglustomers’ optimization of
their networks and industry consolidation have tiggly impacted our private line revenue. While gpect that these factors will
continue to impact our business, we also believdibar strategy will favorably influence our priedline revenue through increa:
demand

Legacy serviceRevenue from our legacy services represented 5@62% of our total revenue for the three monthsednd
March 31, 2010 and 2009, respectively, and continaelecline. Our legacy services revenue has laeelwe expect it will
continue to be, adversely affected by access ¢isgels. Intense competition and product substitaimtinue to drive our access |
losses. For example, many consumers are subggitcgible and wireless for traditional voice telecaiminations services. This has
increased the number and type of competitors withinindustry and has decreased our market shazeexpect that these factors
will continue to impact our business. Product bimgland other product promotions, as describedwetontinue to be some of o
responses to offset the loss of revenue as a m@fsadicess line losses. We are also experienciong pompression relating to some
of our legacy services offered to our enterprisg government customel

Product bundling and product promotiorWe offer our customers, primarily consumers andlismeinesses, the ability to bunc
multiple products and services. For example, thingoint marketing and advertising efforts with affiliates, these customers can
bundle local services with other services suchraadband, video, long-distance and wireless. Wiitdleo and wireless subscribers
are an important piece of our customer retentioatesy, they do not make a large contribution tategic services revenue. We
believe customers value the convenience of, ame gliscounts associated with, receiving multiplwises through a single
company. In addition to our bundle discounts, vg® affer limited time promotions on our broadbaadsie for qualifying
customers who have our broadband product in theidle, which we believe will positively affect oacquisition volume and drive
customers to purchase more expanded offerings.e/Mhihdle price discounts have resulted in loweragerevenue for our
individual products, we believe product bundlesttare to positively impact our customer retenti

Operating efficienciesNe continue to evaluate our operating structurefaods. This involves balancing our workforce ispense
to our workload, productivity improvements, changethe telecommunications industry and governmaegulations. Through
planned reductions and normal employee attritioenhave reduced our workforce and employee-relatpdreses (net of severance)
while achieving operational efficiencies and impngvprocesses through automation and other inngvatays of operating our
business

Pension and po-retirement benefits expensQCII is required to recognize on its consolidatiearcial statements certe
expenses relating to its pension and -retirement health care and |
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insurance benefits plans. These expenses are a@igduased on several assumptions, including amitreg things discount rati

and expected rates of return on plan assets thaearat December 31 of each year. Changes in éilsesenptions can cause
significant changes in the combined net perioditeliies expenses QCII recognizes. QCII allocatesttpenses of these plans to us
and its other affiliates. The allocation of expenseus is based upon the demographics of our gmapsoand retirees compared to
all the remaining participants. Changes in QClEswanptions can cause significant changes in thper&idic pension and post-
retirement benefits expenses we recogr

Disciplined capital expenditureOur capital expenditures continue to be focusedwrstrategic services such as broadband. For
the remainder of 2010, we anticipate that our fihgestment, which includes fiber to the cell sae FTTCS, will continue to
remain an important piece of our capital outlayr @her strategy is the largest contributor to ptwjected capital expenditures for
2010 increasing to $1.4 billion or less. In additive continue to use lease financing in 2010 dones portion of our capital

spending

While these trends are important to understandibevaluating our financial results, the other ¢eations, 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

The following table summarizes our results of ofiers for the three months ended March 31, 20102849 and the number of

employees as of March 31, 2010 and 2009:

Three Months Ended

March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)
Operating revenu $ 2,347 $ 2,507 $ (160 (6)%
Operating expenst 1,68¢ 1,81« (128 (N%
Operating incomi 661 693 (32 (5)%
Other expense (incom—net 15€ 144 12 8%
Income before income tax 50k 54¢ (44) (8)%
Income tax expens 25% 20¢ 44 21%
Net income $ 252 $ 34C $ (89 (26)%
Employees (as of March 3 27,19¢ 30,45¢ (3,25%) (11)%

Operating Revenue

Operating revenue decreased primarily due to ldegacy services revenue as a result of continueelsadine losses and declining

revenue from our traditional WAN services. In adit operating revenue from affiliates also decedadue to reduced services provided to
affiliates. These decreases in overall operatingmae were patrtially offset by increased revenumuinstrategic services as a result of incre

broadband subscribers.
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The following table summarizes our operating rewefor the three months ended March 31, 2010 an@:200

Three Months Ended
March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)

Operating revenug¢

Strategic service $ 75z $ 72z $ 3C 4%
Legacy service 1,16¢ 1,312 (1479) (11)%
Affiliates and other service 43C 473 (43 (9%
Total operating revent $ 2,341 $ 2,507 $ (160 (6)%

The following table summarizes our total broadband video subscribers and access lines by custcimag@nel as of March 31, 2010 and
2009:

March 31, Increase/
2010 2009 (Decrease % Change
(in thousands)

Total broadband subscribe® 2,84t 2,64¢ 201 8%
Total video subscriber® 95( 80¢ 141 17%
Access line®:

Business marke! 1,96¢ 2,10z (139 (6)%

Mass market 6,67: 7,55¢ (88t (12)%

Wholesale market 1,021 1,14( (119 (10)%
Total access line 9,66: 10,80( (1,137%) (A1D)%

(1) We have updated our methodology of how we counsabscribers and access lines. For additionalnimdtion se¢Business Overvie\
and Presentati’ above.

Strategic Services

Strategic services revenue increased primarilytdw increase in broadband subscribers. Strasegiices revenue also increased dt
revenue from our increased sales of Verizon Wisetesvices and increased volumes in our privagedaervices, which include fiber to the cell
site, or FTTCS, partially offset by decreased rates

Legacy Services

Legacy services revenue decreased primarily daedecline in local and access services revenu¢odaecess line loss and reduced
volumes related to product substitution and intestsapetition. Legacy services also decreased ddedlining demand for UNEs as well as
lower revenue from our traditional WAN servicedydn by industry consolidation and customer mignatio more advanced technology
services.

Affiliates and Other Services Revenue

Affiliates services revenue decreased primarily tlueeduced support provided as a result of aedti customer demand for an
affiliate’s legacy telecommunication service offey$ driven by technological migration and industopsolidation. In addition, we had reduced
support associated with an affiliate’s winding doeftits video and data products and related sesvitkese decreases in affiliates services
were partially offset by an increase in servicegmavided to support an affiliate’s growth in itsategic service offerings. We estimate that the
profit from services provided to our affiliates wagproximately $90 million before income taxestfue three months ended March 31, 2010
and 2009.
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Operating Expenses
The following table provides further detail regagliour total operating expenses for the three nsoatided March 31, 2010 and 2009:

Three Months Ended
March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)

Cost of sales (exclusive of depreciation and amatitin):

Employe«related expense $ 25€ $ 261 $ (5) (2%

Other 152 144 8 6 %
Total cost of sale 40¢ 40% 3 1%
Selling:

Employecrelated expense 21¢ 272 (53 (19)%

Marketing, advertising and external commissi 94 10€ (12 (11)%

Other 63 76 (13 17%
Total selling 37€ 454 (78) An%
General, administrative and other operat

Employecrelated expense 137 14€ 9) (6)%

Taxes and fee 98 98 — — %

Real estate and occupancy expet 33 39 (6) (15)%

Other 121 12€ (7) (5)%
Total general, administrative and other opera 38¢ 411 (22) (5)%
Affiliates 48 51 (3) (6)%
Depreciation and amortizatic 46E 492 (28) (6)%
Total operating expens $1,68¢ $1,81¢ $ (129 (N%

Cost of Sales (exclusive of depreciation and amaztition)
Employee-related expenses decreased primarilyalleever salaries and wages related to employeectieths in our network operations,
as we continue to adjust our workforce to reflagat workload.

Other cost of sales increased primarily due to érigitofessional fees.

Selling Expenses
Employee-related expenses decreased due to loleeiesawages and benefits related to employeectmhs, along with decreased
severance and internal commissions.

Marketing, advertising and external commissionge@sed primarily due to reduced spending assoctedlirect mail and media.
Marketing, advertising and external commissionse discreased due to improved consumer call cenpamses resulting from a migration to
using internal sales call centers from using tlpiadty sales call centers.

Other expenses decreased primarily due to lowedbhtiexpense and professional fees.

General, Administrative and Other Operating Expense

Employee-related expenses decreased primarilyalaalecrease in pension and post-retirement bemeditenses. This decrease was
partially offset by increased salaries and wages.
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QCII allocates the expense of its benefit plansstdvased upon demographics of our employees cothpaed! the other participants. We
expect to record combined net periodic benefiteagp of approximately $127 million in 2010 as coragao $193 million for 2009. Changes
to QCII's assumptions at December 31 may increaskecrease our expected combined net periodic ereepenses beyond 2010. The
expected decrease in combined net periodic berefitense in 2010 is primarily due to QCII's deaisio no longer provide pension benefit
accruals for active management employees undequhkfied and non-qualified pension plans, the elation of the qualified and non-
qualified pension plan death benefits for certdimitde retirees and reduced interest cost, pédytiafset by an increase in actuarial losses.

Real estate and occupancy expenses decreaseddeeabad fewer operating leases in the three mamttisd March 31, 2010 as
compared to the same period in 2009.

Other expenses decreased primarily due to lowdegsmnal fees.

Affiliates Expenses
Affiliates expenses include charges for our usld-distance services, wholesale Internet acaedsnsurance, occupancy charges and
certain retiree benefits.

Affiliates expenses remained flat for the three therended March 31, 2010 as compared to the pe@r yeriod.

Depreciation and Amortization
The following table provides detail regarding dejméion and amortization expense for the three moehded March 31, 2010 and 2009:

Three Months Ended
March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)

Depreciation and amortizatio

Depreciatior $ 40¢ $ 43¢ $ (31 (N%
Amortization 57 54 3 6%
Total depreciation and amortizati $ 46E $ 49z $ (298 (6)%

Lower capital expenditures and the changing migwfinvestment in property, plant and equipmentesip002 have decreased our
depreciation expense. If we do not significantlgréén our estimates of the useful lives of our Esssge expect that our depreciation expense
will continue to decrease for the foreseeable Ritdimortization expense was higher for the threatimended March 31, 2010 due to
increases in internally developed capitalized safey
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Other Consolidated Results

The following table provides detail regarding ote&pense (income)—net and income tax expense éahtiee months ended March 31,
2010 and 2009:

Three Months Ended
March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)

Other expense (incom—net:

Interest expense on lo-term borrowing—net $ 15€ $ 14¢€ $ 10 7%

Other—net — 2 2 nm
Total other expense (incon—net $ 15€ $ 144 $ 12 8%
Income tax expens $ 258 $ 20¢ $ 44 21%

nm—~Percentages greater than 200% and comparisbmsdrepositive and negative values or to/from z&laes are considered not
meaningful.

Other Expense (Income)—Net
Interest expense on long-term borrowings—net ireedalue to the issuance of $811 million of new debte second quarter of 2009.

Other—net includes, among other things, interestrime, income tax penalties, other interest expéssh as interest on income taxes)
and gains or losses on investments.

Income Tax Expense

Income tax expense for the three months ended MatrcRA010 increased by $55 million as a resulheffarch 2010 enactments of the
Patient Protection and Affordable Care Act andHlealth Care and Education Reconciliation Act of @0Among other things, these laws
disallow, beginning in 2013, federal income taxwigibns for retiree prescription drug benefitstte xtent we receive reimbursements for
those benefits under the Medicare Part D progrdthofgh this tax increase does not take effect 20ti3, under accounting principles
generally accepted in the U.S. we recognize tHeafidounting impact in the period in which the laave enacted. This increase in expense was
partially offset due to the decrease in income teefiocome taxes. The effective income tax rata@ésprovision for income taxes as a percer
of income before income taxes. Our effective incdaxerate for the three months ended March 31, 201tD2009 was 50% and 38%,
respectively.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSC, which vgrelly owned subsidiary of QCII. As such, factoetating to, or affecting, QCII's
liquidity and capital resources could have maténgdacts on us, including impacts on our credihgs, our access to capital markets and
changes in the financial market’s perception of@GIl and its consolidated subsidiaries had totatdwings of $13.546 billion and
$14.200 billion as of March 31, 2010 and Decemider2B09, respectively.

QCIl has cash management arrangements betweeimasies 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 creditintedcompany obligations vary from time to timedare classified as short-term
borrowings.

Near-Term View

We expect that our cash on hand and expected sletgemerated by operating activities will exceedaash needs over the next 12
months. At March 31, 2010, we held cash and caslvalgnts and liquid, short-term
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investments totaling $1.168 billion; and QCII hadaalditional $452 million in cash and cash equiveend $232 million in short-term
investments as well as $1.035 billion availablearits currently undrawn revolving credit faciliseferred to as the Credit Facility).

During the 12 months ended March 31, 2010, oucash generated by operating activities totaled ¥3Htillion. For the coming 12
months, our expected financing and investing cagius include:

» capital expenditures of approximately $1.1 billmmless for the remaining nine months of 2C
» capital expenditures of an as yet unknown amoutiterfirst three months of 201

»  $500 million of debt maturing in June 2010; ¢

» dividends to QSC, including $800 million declaredApril 14, 2010,

We have significant discretion in how we use owhc pay for capital expenditures and for othetsof our business, as only a
minority of our capital expenditures is dedicateghteservation activities or government mandates evéluate capital expenditure projects
based on expected strategic impacts (such as &iegteevenue growth or productivity, expense amndcimpacts) and our expected returr
investment. If we are not successful in maintairongncreasing our net cash generated by operatitigities in the near term, we may use this
discretion to decrease our capital expendituregiwimay impact future years’ operating results eash flows. Also, we lease certain facilities
and equipment under various capital lease arrangismeéien the leasing arrangements are more fawotahis than purchasing the assets. For
the three months ended March 31, 2010, we entatedapital leases for approximately $13 millioraskets, which allowed us to reduce our
initial cash outlays, and we may continue to ussddfinancing for some portion of our capital spengd

At March 31, 2010, our current liabilities exceeden current assets by $485 million. This workiagital deficit increased $11 million
as compared to our working capital deficit at DebenB1, 2009. The increase was primarily due tadivds declared to QSC and capital
expenditures, partially offset by earnings befoepreciation and amortization.

In general, we intend to refinance our debt asatures. However, we do not anticipate issuing nebt tb refinance the $500 million of
debt maturing in June 2010. We expect that at immy tve deem conditions favorable we will also afietn improve our liquidity position by
accessing debt markets in a manner designed ttequeaitive economic value. The unstable economy imaair our ability to refinance
maturing debt at terms that are as favorable asetfrom which we previously benefited or at terivet are acceptable to us.

Long-Term View

We have historically operated with a working calpieficit due to our practice of declaring and payregular cash dividends to QSC,
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 these cash flows, coetbWith continued access to the capital marketsfinance debt as it comes due, will
provide sufficient liquidity to continue our plarthévesting and financing activities.

Debt

We have a significant amount of debt maturing mtlext several years, including $500 million matgrin 2010, $825 million maturing
in 2011, $1.500 billion maturing in 2012 and $75llion maturing in 2013. We believe that we willrinue to have access to capital markets
to refinance our debt as necessary. In generailtead to refinance our debt as it matures. Howewerdo not anticipate issuing new debt to
refinance the $500 million of debt maturing in J@@4.0.

The Credit Facility, which makes available to Q&1.035 billion of additional credit subject to @@nt restrictions as described below, is
currently undrawn and expires in September 2018. Giredit Facility has 13 lenders, with commitmaatsging from $25 million to
$100 million. QCII's merger agreement with
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CenturyLink allows QCII to draw on the facility withe intent to repay the borrowings within 90 dawtsis facility has a cross payment def:
provision, and this facility and certain other dedstues of QCII and its other subsidiaries alseel@ess acceleration provisions. When present,
these provisions could have a wider impact on tligyithan might otherwise arise from a default cecederation of a single debt instrument.
These provisions generally provide that a crosauetinder 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 a cross default, the creditors of a materr@ant of QCII's debt may elect to declare that tadk has occurred under their debt
instruments and to accelerate the principal amadunsto those creditors. Cross acceleration prawssare similar to cross default provisions,
but permit a default in a second debt instrumetbietaleclared only if, in addition to a default oetwg under the first debt instrument, the
indebtedness due under the first debt instrumesttisally accelerated. As a wholly owned subsid@&r@QCll, in the event of such a cross
default or cross acceleration, our business operaind financial condition could be affected, pbédly impacting our credit ratings and
access to the capital markets.

The Credit Facility also contains various limitai$ including a restriction on using any proceedmfthe facility to pay settlements or
judgments relating to the legal matters discussediote “«—Commitments and Contingencies to our condensestiolated financial
statements in Item 1 of Part | of this report. didition, to the extent that QC#H'earnings before interest, taxes, depreciatioraamattization, o
EBITDA (as defined in QCII's debt covenants), idueed by cash settlements or judgments relatitigetonatters discussed in that note, QCII’
debt to consolidated EBITDA ratios under certaibtdegreements will be adversely affected. Thisdeatluce QCII's liquidity and flexibility
due to potential restrictions on drawing on itsdir&acility and potential restrictions on incuigiadditional debt under certain provisions of its
debt agreements. As a wholly owned subsidiary off @@r business operations and financial conditionld be similarly affected, potentially
impacting our credit ratings and access to capitakets.

We may also need to obtain additional financingneestigate other methods to generate cash (sutthither cost reductions or the sale
of assets), but would need to do so in a mannesistemt with the terms of QCII's merger agreemeitih @enturyLink, if:
» revenue and cash provided by operations signifigaigcline;
» unstable economic conditions continue to per
e competitive pressures increa
e we are required to contribute a material amournttash to QC''s pension plan; ¢

* QCIl becomes subject to significant judgments ditesments in one or more of the matters discussédbite 9—Commitments and
Contingencies to our condensed consolidated fimhstatements in Item 1 of Part | of this rep

Pension Plan

Benefits paid by QCII's pension plan are paid tigioa trust. This pension plan is measured annaalBecember 31. The accounting
unfunded status of the pension plan was $790 milibpDecember 31, 2009. Cash funding requirememtde significantly impacted by
earnings on investments, the applicable discouatused to value the benefit obligation, changebkérplan and funding laws and regulations.
As a result, it is difficult to determine futurenfding requirements with a high level of precisibowever, in general, current funding laws and
regulations require funding deficits to be paidraeseven year period unless the plan is fully &thdefore
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then. QCII will not be required to make a cash dbation to this plan in 2010 and based on curgeatiailable information, QCIlI does not
believe they will be required to make a contribntio 2011. It is very likely, based on current furgllaws and regulations, that significant
contributions will be required in 2012 and beyohde amount of any required contributions in 201& beyond will depend on earnings on
investments, discount rates, changes in the pldrwarding laws and regulations.

Historically, QCII has only required us to pay @artion of their pension contribution. Our contriiems are not segregated or restricted
to pay amounts due to our employees and may betagedvide benefits to other employees of QClfffliates.

Post-Retirement Benefits

Certain of QCII's postetirement health care and life insurance benpféas are unfunded. As of December 31, 2009, tfiended statu
of all of QCII's post-retirement benefit plans wk& 525 billion. A trust holds assets that are usdikelp cover the health care costs of retirees
who are former occupational (also referred to asnjremployees.

As of December 31, 2009, the fair value of thettassets was $863 million; however, a portion eSthassets is comprised of
investments with restricted liquidity. QCII beliesthat, as of December 31, 2009, the more liqusétasn the trust would be adequate to
provide continuing reimbursements for its occupal@ost-retirement health care costs for approteéipdive years. Thereafter, covered
benefits for its eligible retirees who are formecwapational employees will be paid either diretiyus or from the trust as the assets become
liquid. This five year period could be substanyiahorter or longer depending on returns on plaetasthe timing of maturities of illiquid plan
assets and future changes in benefits. QCII's estiraf the annual longerm rate of return on the plan assets is 8.0%cdasdhe currently he
assets; however, actual returns could vary widegny given year.

Our eligible employees participate in the QCII patirement plan. The amounts contributed by usugh QCII are not segregated or
restricted to pay amounts due to our employeesrandbe used to provide benefits to other emplogé€XClI's affiliates. Historically, QCII
has only required us to pay our portion of theistpetirement contribution.

Federal Grant for Broadband Expansion

In February 2009, the American Recovery and Reinvesst Act of 2009, a new federal law aimed at ecaicaecovery, was enacted.
Among other things, the new law allocates fundexpand broadband access to unserved and undersemweadunities across the U.S. In
March 2010, we requested a grant of $350 millioaxpand broadband services to rural communitiesititrout our local service area. If
approved, this grant would provide 75% of the regpi$467 million build-out cost. We would providestremaining 25%, or $117 million,
which we would fund over a three-year period.

We expect to know whether our grant has been apprby September 30, 2010. Grants are awarded ompstitive basis, and there is
no guarantee we will receive the funding we havpiested or that it will be granted on terms thataceptable to us. If we accept funds, we
may become subject to additional regulations.
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Historical View
The following table summarizes cash flow activitiesthe three months ended March 31, 2010 and:2009

Three Months Ended

March 31, Increase/
2010 2009 (Decrease % Change
(Dollars in millions)
Cash flows:
Provided by operating activitie $ 88¢ $ 93¢ $ (5) (5)%
Used for investing activitie 76k 27¢ 48€ 174%
Used for financing activitie 39: 62€ (233 (37%

Operating Activities

Cash provided by operating activities decreaseuhduhe period primarily due to the decline in casteived from customers as a result
of our overall decline in revenue, partially offégtsavings from cost reductions.

Investing Activities

Cash used for investing activities increased prigdue to an increase in interest on investmerdaaged by QSC, along with increased
capital expenditures. During the first quarter 81@, QSC purchased U.S. Treasury and U.S. goverragency securities with maturities in
excess of three months but less than one yeareodate of our purchase. We classified these invagsras held-to-maturity because we have
the intent and ability to hold the securities utitdy mature. The increase in capital spendingduasto a cautious investment climate in late
2008 and early 2009, increased spending on ouegtcanitiatives and timing of cash payments.

Financing Activities

For the three months ended March 31, 2010 and 2009aid $400 million and $630 million, respectiyeh dividends to QSC. We may
continue to declare and pay dividends to QSC irgxof our earnings or total stockholder’s equitthe extent permitted by applicable law.
Our debt covenants do not limit the amount of dévids we can pay to QSC. We were in compliance alithrovisions and covenants of our
borrowings as of March 31, 2010.

Letters of Credil

We maintain letter of credit arrangements with easi financial institutions for up to $84 million.a¥ad outstanding letters of credit of
approximately $52 million as of March 31, 2010.

Risk Managemen

We are exposed to market risks arising from chairgegerest rates. The objective of our interasé risk management program is to
manage the level and volatility of our interestemnge. We currently use derivative financial insteats to manage our interest rate risk
exposure on our debt and we may continue to entpkay in the future.

There were no material changes to market riskgngrisom changes in interest rates for the threattrmended March 31, 2010, when
compared to the disclosures provided in our AnRegort on Form 10-K for the year ended Decembe3Q@9.

Off-Balance Sheet Arrangements

We have no special purpose or limited purposeiestihat provide off-balance sheet financing, liii, or market or credit risk support,
and we do not engage in leasing, hedging, researdlilevelopment services, or
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other relationships that expose us to any signifitiabilities that are not reflected on the fade¢h® condensed consolidated financial
statements. There were no substantial changes wffebalance sheet arrangements or contractuahdtments in the three months ended
March 31, 2010, when compared to the disclosuregiged in our Annual Report on Form 10-K for thewended December 31, 2009.

Website Access and Important Investor Information

Our website addresswswvw.gwest.comand we routinely post important investor inforioatin the “Investor Relations” section of our
website atnvestor.qwest.comThe information contained on, or that may be ased through, our website is not part of this repor

Special Note Regarding Forward-Looking Statements

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

» statements concerning the benefits that we expélatesult from our business activities and certaansactions we have complet
such as increased revenue, decreased expensegaietieexpenses and capital or other expenditaret

» statements of our expectations, beliefs, futurapknd strategies, anticipated developments ared othtters that are not historic
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 bkitgpfor 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 toarans 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, wéarainvestors not to unduly rely on our forwdmbking 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 or circumstances after the dathiefdocument or to reflect the occurrence of urgrdied events. Further, the information about
our intentions contained in this document is aestant of our intentions as of the date of this doent and is based upon, among other things,
the existing regulatory environment, industry caiodis, market conditions and prices, the econongeimeral and our assumptions as of such
date. We may change our intentions, at any timewdtigbut notice, based upon any changes in sudbrfgdn our assumptions or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET 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 disclesumntrols and procedures is subject to certaiitdtions, including the exercise of
judgment in designing, implementing and evaluathrggcontrols and procedures, the assumptions nsdeértifying the likelihood of futur
events and the inability to eliminate misconduct
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completely. As a result, there can be no assurdnateur disclosure controls and procedures wikkdeall errors or fraud. By their nature, our
or any system of disclosure controls and procedeaiasprovide only reasonable assurance regardimggeanent’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 discocontrols and procedures (as defined in Rulaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the “Exchange Act”) adafrch 31, 2010. On the basis of this review, ounaggment, including our Chief
Executive Officer and Chief Financial Officer, cduded that our disclosure controls and proceduresiesigned, and are effective, to give
reasonable assurance that the information reqtiree disclosed by us in reports that we file urtderExchange Act is recorded, processed,
summarized and reported within the time periodsi§ige in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted undher Exchange Act is accumulated and communicateditonanagement, including our Chief
Executive Officer and Chief Financial Officer, imenner that allows timely decisions regarding nexgldisclosure.

There were no changes in our internal control dimancial reporting that occurred in the first gearof 2010 that materially affected, or
are reasonably likely to materially affect, oureimtal control over financial reporting.
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PART Il—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 9—Commitments @uwahtingencies to our condensed consolidated fiahatatements in Item 1 of
Part | of this report is incorporated herein byerehce.

ITEM 1A. RISK FACTORS
Risks Relating to QCII's Pending Merger with CenturyLink

QCII's merger with CenturyLink is subject to closghconditions, including stockholder and governmeagpprovals, which could result in
additional conditions that adversely affect QCIlI avhich could cause the merger to be delayed or adxamed.

The completion of the CenturyLink merger is subjeatertain closing conditions, including the apgtoof CenturyLink’s and QCII's
stockholders, the absence of injunctions or othgall restrictions and the absence of a materiaraéweffect on either company. In addition,
the merger is subject to approvals from the Depamtrof Justice, the Federal Communications Compnissir FCC, and several state public
service or public utility commissions or other demistate regulators. These regulatory entitiedccmapose requirements or obligations as
conditions for their approvals. Despite QCII's beBorts, QCII may not be able to satisfy the vasi@losing conditions and obtain the
necessary approvals. In addition, any required itiong to these approvals could adversely affeetdbmbined company or could result in the
delay or abandonment of the merger.

Failure to complete the CenturyLink merger could gatively impact QCIl and us.

If the CenturyLink merger is not completed, QCllwab still remain liable for significant transactieosts and the focus of QCII's
management would have been diverted from seekimgy @otential strategic opportunities, in each egitlieout realizing any benefits of a
completed merger. Depending on the reasons focarapleting the merger, QCII could also be requitegay CenturyLink a termination fee
of $350 million. For these and other reasons, ladanerger could adversely affect QCII's busineggrating results or financial condition,
which in turn could adversely affect our businesrancial condition. In addition, the trading @eiof QCII's and our securities could be
adversely affected to the extent that the curréonepeflects an assumption that the merger wilkkeapleted.

While the CenturyLink merger is pending, QCIl andanare subject to business uncertainties and contuat restrictions that could
adversely affect our business.

Our employees, customers and suppliers may hawrtaitties about the effects of the merger. AltHo@EII and we intend to take
actions designed to reduce any adverse effecteeektuncertainties, they may impair our abilitatioact, retain and motivate key employees
and could cause customers, suppliers and othardeéhhwith us to try to change our existing busgeelationships.

Employee retention and recruitment while the merg@ending could be difficult, as employees araspective employees could be
uncertain about their future roles with a combinethpany. In addition, the pursuit of the merger preparations for integration will place a
significant burden on many employees and interesdurces. If, despite QCII's and our efforts, kmpbyees depart or fail to accept
employment with us because of these uncertaintidschanges, or because they do not wish to remitfinraxcombined company, our business
and operating results could be adversely affected.

While the merger is pending, some of our custoroewd delay or forgo purchasing decisions and sapptould seek additional rights
or benefits from us. In addition, the merger agreemestricts QCIl and us from taking certain atsivith respect to our business and finar
affairs without CenturyLink’s consent, and these
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restrictions could be in place for an extendedqukdf time if the merger is delayed. For these @ther reasons, the pendency of the merger
could adversely affect our business, operatinglt®su financial condition.

If completed, QCl’s merger with CenturyLink may not achieve the imtged results.

The merger will involve the combination of two coamies that currently operate as independent pabligpanies. The combined
company will need to devote management attentiolhrasources to integrate QCII's and CenturyLinkisihesses. In addition, the combined
company may face difficulties with the integratiprocess. For example:

« the combined company may not realize the anticthatst savings and operating synergies at expéatets or in the expecte
timeframe;

» existing customers and suppliers may decide ndbtbusiness with the combined compe

» the costs of integrating QCII's policies, proceduyreperations, technologies and systems with thb&nturyLink could be higher
than expectec

» the integration process could consume significam and attention on the part of the combined comisamanagement, thereby
diverting attention from dé«to-day operations; ¢

» the combined company may not be able to integraf@ayees from the two companies while maintainirigteng levels of sale
and customer servic

For these and other reasons, the merger may nigivacthe intended results.

Risks Affecting Our Business

Increasing competition, including product substitioh, continues to cause access line losses, whiak adversely affected and cot
continue to adversely affect our operating resudtsd financial condition.

We compete in a rapidly evolving and highly comipegi market, and we expect competition to contitmumtensify. We are facing
greater competition from cable companies, wirefgssiders, resellers and sales agents (includimgetves) and facilities-based providers
using their own networks as well as those leasargsf our network. In addition, regulatory deyeteents over the past several years have
generally increased competitive pressures on osinbss. Due to some of these and other factorspwénue to lose access lines.

We are continually evaluating our responses toetltsespetitive pressures. Some of our more recepbreses are expanded broadband
capabilities and strategic partnerships. We alsie focused on customer service and providingoeasts with simple and integrated
solutions, including, among other things, produatdies and packages. However, we may not be sdotesthese efforts. We may not be
able to distinguish our offerings and service Ievfedbm those of our competitors, and we may nauiessful in integrating our product
offerings, especially products for which we achagseller or sales agent such as wireless and silwices. If these initiatives are
unsuccessful or insufficient, we are otherwise Uméd sufficiently stem or offset our continuingcass line losses and our revenue declines
significantly without corresponding cost reductiptiss would adversely affect our operating resatid financial condition, as well as our
ability to service debt and pay other obligations.

Unfavorable general economic conditions in the Uedt States could negatively impact our operatingulés and financial condition.

Unfavorable general economic conditions, includimg unstable economy and the current credit maké@tronment, could negatively
affect our business. While it is often difficultrfos to predict the impact of general economic @@k on our business, these conditions could
adversely affect the affordability of and consumemand for some of our products and services anldl @ause customers to shift to lower
priced
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products and services or to delay or forgo purchaseur products and services. One or more oktkgsumstances could cause our reven
decline. Also, our customers may not be able taiokddequate access to credit, which could affest tbility to make timely payments to us.
If that were to occur, we could be required to &ase our allowance for doubtful accounts, and timeber of days outstanding for our accounts
receivable could increase. In addition, as disaligstow under the heading “Risks Affecting our Lidjty,” due to the unstable economy and
the current credit market environment, we may moéble to refinance maturing debt at terms thatafavorable as those from which we
previously benefited, at terms that are acceptabiles or at all. For these reasons, among ottt current economic conditions persist or
decline, this could adversely affect our operatiegpults and financial condition, as well as outighio service debt and pay other obligations.

Consolidation among other participants in the tetmomunications industry may allow our competitors tompete more effectively against
us, which could adversely affect our operating rétsuand financial condition.

The telecommunications industry has experiencedesmnsolidation, and several of our competitorset@nsolidated with other
telecommunications providers. This consolidatiosules in competitors that are larger and bettearfoed and affords our competitors increased
resources and greater geographical reach, therelhieg those competitors to compete more effelstimgainst us. We have experienced and
expect further increased pressures as a resuitsofdnsolidation and in turn have been and magirea to be forced to respond with lower
profit margin product offerings and pricing plansan effort to retain and attract customers. Tlpesssures could adversely affect our oper:
results and financial condition, as well as oufihio service debt and pay other obligations.

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 chasgsould reduce our market share and adversely &ffeur operating results and financial
condition.

The telecommunications industry is experiencinguigicant technological changes, and our abilitgkecute our business plans and
compete depends upon our and our affiliates’ ghititdevelop and deploy new products and servitles.development and deployment of new
products and services could also require substaxeenditure of financial and other resourcesxcess of contemplated levels. If we are not
able to develop new products and services to kaep with technological advances, or if those prtgland services are not widely accepte
customers, our ability to compete could be advgraected and our market share could decline. ikability to keep up with changes in
technology and markets could also adversely affacbperating results and financial condition, &8l \as our ability to service debt and pay
other obligations.

Our reseller and sales agency arrangements exposéoua number of risks, one or more of which mayeadsely affect our business and
operating results.

We rely on reseller and sales agency arrangemeétitothher companies to provide some of the serviicaswe sell to our customers,
including video services and wireless productsserdices. If we fail to extend or renegotiate thesangements as they expire from time to
time or if these other companies fail to fulfilleiih contractual obligations to us or our customesxs may have difficulty finding alternative
arrangements and our customers may experiencepticars to their services. In addition, as a reselfesales agent, we do not control the
availability, retail price, design, function, quglireliability, customer service or branding oésie products and services, nor do we directly
control all of the marketing and promotion of theseducts and services. To the extent that thdss abmpanies make decisions that
negatively impact our ability to market and se#ittproducts and services, our business plans aald @nd our reputation could be negatively
impacted. If these reseller and sales agency araegts are unsuccessful due to one or more of tiedse our business and operating results
may be adversely affected.
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Third parties may claim we infringe upon their intiectual property rights, and defending against the claims could adversely affect our
profit margins and our ability to conduct busines

From time to time, we receive notices from thirdtigs or are named in lawsuits filed by third pestclaiming we have infringed or are
infringing upon their intellectual property right&/e may receive similar notices or be involvedimikr lawsuits in the future. Responding to
these claims may require us to expend signifidame tnd money defending our use of affected tedgylmay require us to enter into
licensing agreements requiring royalty paymentsweawould not otherwise have to pay or may requ#&¢o pay damages. If we are required
to take one or more of these actions, our profitgims may decline. In addition, in responding test claims, we may be required to stop
selling or redesign one or more of our productsesvices, which could significantly and adversdfget the way we conduct business.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the KPNQwest litigation abhilave a material adverse impact on our financiardition and operating results, o
the trading price of our debt securities and on oability to access the capital markets.

As described in Note 9—Commitments and Contingenitieour condensed consolidated financial statesriaritem 1 of Part | of this
report, the KPNQwest matters present material grdficant risks to QCII and us. In the aggregé#te, plaintiffs in the KPNQwest matters
seek billions of dollars in damages. In additidre butcome of one or more of these matters cowd hanegative impact on the outcomes o
other matters. QCII continues to defend againstdmeatters vigorously and is currently unable tivjgle any estimate as to the timing of their
resolution.

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 QCll; business operations and financial
condition could be similarly affected.

Further, there are other material proceedings penaljainst QCII as described in Note 9—CommitmantsContingencies 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 operating 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 @i business and a variety of claims
relating to such regulation.

We are subject to significant regulation by the F@Bich regulates interstate communications, aatsittility commissions, which
regulate intrastate communications. Generally, wistrobtain and maintain certificates of authoriyni the FCC and regulatory bodies in ir
states where we offer regulated services, and eewject to numerous, and often quite detaileghirements under federal, state and local
laws, rules and regulations. Accordingly, we carerdure that we are always in compliance withhedsé requirements at any single point in
time. The agencies responsible for the enforcemietitese laws, rules and regulations may initiatgiiries or actions based on customer
complaints or on their own initiative.
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Regulation of the telecommunications industry iarging rapidly, and the regulatory environmentessubstantially from state to state.
The state legislatures and state utility commissiarour local service area have adopted reducetbdified forms of regulation for retail
services. These changes also generally allow nhexibiity for rate changes and for new productauttuction, and they enhance our ability to
respond to competition. Despite these regulatoangbs, a substantial portion of our local voiceises revenue remains subject to FCC and
state utility commission pricing regulation, whicbuld expose us to unanticipated price declinesirfaance, in 2010 the state utility
commission in Arizona may consider a price cap fit@t will govern the rates that we charge in gtate. The FCC is also considering
changing the rates that carriers can charge e&eh fur originating, carrying and terminating trafand for local access facilities. Also under
review by the FCC and state commissions are tieedatrier compensation issues arising from thevesliof traffic destined for entities that
offer conference and chat line services for fre@(n in the industry as “access stimulation,” eaffic pumping”), and of traffic bound for
Internet service providers that cross local exceargundaries (known as “VNXX traffic”). The FCC asihte commissions are also
considering changes to funds they have establighsdbsidize service to high-cost areas. Changkewothose funds are distributed could
result in us receiving less in universal serviaaeding, and changes to how the funds are colleatetianake some of our services less
competitive. There can be no assurance that fuagneatory, judicial or legislative activities witlot have a material adverse effect on our
operations, or that regulators or third partied madlt 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 management, discharge and dispbblakzardous and environmentally
sensitive materials. Although we believe that weeiarcompliance with these regulations, our managgndischarge or disposal of hazardous
and environmentally sensitive materials might expas to claims or actions that could have a matadigerse effect on our business, financial
condition and operating results.

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, continues to carry sfigant debt. As of March 31, 2010, our consolidadetit was approximately $8.4 billic
which was included in QCII's consolidated debt ppeoximately $13.5 billion as of that date. Approately $4.3 billion of QCIIs debt, whict
includes approximately $2.8 billion of our debtightions, comes due over the next three years$#t&billion amount also includes
$1.265 billion of QCII's 3.50% Convertible Seniopfés due 2025 (referred to as the 3.50% Conver@blgor Notes), which QCII expects to
redeem for cash on or after November 20, 2010.@edfay such redemption, holders of these 3.50% &tible Senior Notes may require
QCII to repurchase their notes for cash on NoveribeP010 or may elect to convert the principathaiir notes into cash during periods when
specified, market-based conversion requirementsate While we currently believe QCIl and we witl\e the financial resources to meet our
obligations when they come due, we cannot fullycipate our future condition or that of QCII, theedit markets or the economy generally.
We may have unexpected costs and liabilities, amdnay have limited access to financing. In addjtibis the current expectation of QCII's
Board of Directors that QCII will continue to payaarterly cash dividend. Cash used by QCII todgigidends will not be available for other
purposes, including the repayment of debt.

We may periodically need to obtain financing inerrtb meet our debt obligations as they come due.tD the unstable economy and
current credit market environment, we may not e &brefinance maturing debt at terms that arfaesrable as those from which we
previously benefited, at terms that are acceptabies or at all. We may also need to obtain adu#idinancing or investigate other methods to
generate cash (such as further cost reductiortsemale of assets), but would need to do so inmmaraonsistent with the terms of QCII's
merger agreement with CenturyLink, if revenue aashcprovided by operations decline, if economic
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conditions weaken, if competitive pressures inaed<QCII or we are required to contribute a maiemmount of cash to QCII's pension plan,
if QCII or we are required to begin to pay othestpetirement benefits significantly earlier tharanticipated, or if QCII becomes subject to
significant judgments or settlements in one or nmajréhe matters discussed in Note 9—CommitmentsGontingencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report. We can give no assurance thatdtditional financing will be available on
terms that are acceptable to us or at all. Alsomag be impacted by factors relating to or affegtr liquidity and capital resources due to
perception in the market, impacts on our credihgat or provisions in our financing agreements thay restrict our flexibility under certain
conditions.

QCII's $1.035 billion revolving Credit Facility, weh is currently undrawn, has a cross payment digmovision, and the Credit Facility
and certain other debt issues of QCII and its athésidiaries have cross acceleration provisiorteeMpresent, these provisions could have a
wider impact on liquidity than might otherwise arisom a default or acceleration of a single dabtrument. As a subsidiary of QCII, any s
event could adversely affect our ability to condogsiness or access the capital markets and cduletsely impact our credit ratings. In
addition, the Credit Facility contains various lations, including a restriction on using any pestefrom the facility to pay settlements or
judgments relating to the legal matters discussddote “——Commitments and Contingencies to our condensesitidiated financial
statements in Item 1 of Part | of this report.

The degree to which we, together with QCII, areeteaged 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 genezahemic conditions or in any of our busines:
» limiting our flexibility in planning for, or reaatig to, changes in our business and the industighinh we operate; ar

» impairing our ability to obtain additional finangnn the future for working capital, capital expénces 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 intgasand we anticipate that our capital requiremeisitscontinue to be significant in the
coming years. Although we have reduced our opeyatipenses over the past few years, we may beeit@mhirther significantly reduce these
costs, even if revenue in some areas of our busisedecreasing. While we believe that our plarieeel of capital expenditures will meet both
our maintenance and our core growth requiremeritgydorward, this may not be the case if circumséanunderlying our expectations char

Adverse changes in the value of assets or obligaiassociated with QC's employee benefit plans could negatively impa&IQs liquidity,
which may in turn affect our business and liquidity

Our employees patrticipate in employee benefit ptgnmisored by QCII.

QCII maintains a qualified pension plan, a non-tjigal pension plan and posttirement benefit plans. The funded status ofethans i
the difference between the value of all plan assetsbenefit obligations. The accounting unfundatus of QCII's pension plan was $790
million at December 31, 2009. The process of caloug) benefit obligations is complex. Adverse ctemip interest rates or market conditions,
among other assumptions and factors, could casgméicant increase in QCII's benefit obligatiomsa significant decrease in the value of
plan assets. With respect to QCII's qualified pengilan, adverse changes could require QCII torifarte a material amount of cash to the
plan or could accelerate the timing of any requiash payments.
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The amounts contributed by us through QCII aresegregated or restricted and may be used to privadefits to employees of QCII's other
subsidiaries. QCII determines our cash contribugind, historically, has only required us to pay portion of its required pension contributic
QCII will not be required to make a cash contribntto this plan in 2010 and based on currentlylalks information, QCII does not believe
they will be required to make a contribution in 201t is very likely, based on current funding lasrsd regulations, that significant
contributions will be required in 2012 and beyomtde amount of any required contributions in 201@ beyond will depend on earnings on
investments, discount rates, changes in the pldritarding laws and regulations. Any future matecadh contributions in 2011 and beyond
could have a negative impact on QCII’s liquidity feglucing its cash flows, which in turn could affear liquidity.

Because we are a wholly owned subsidiary of Q@Hsé events could adversely affect our liquiditpar ability to conduct our business
or access the capital markets.

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 caonela 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 QCII and us to incur additional indebtednégklitional debt may be necessary
for many reasons, including to adequately resporambmpetition, to comply with regulatory requirerterelated to our service obligations or
for financial reasons alone. Incremental borrowiogborrowings at maturity on terms that imposeitiaital financial risks to our various
efforts to improve our operating results and finahcondition could exacerbate the other risks dbed 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 U.S. generally guteel accounting principles requires
management to make judgments, assumptions andagssitihat affect the amounts reported in our catesteld financial statements and
accompanying notes. Our critical accounting padicighich are described in our Annual Report on Fb@aK for the year ended December 31,
2009, describe those significant accounting pdieied methods used in the preparation of our cifadet! financial statements that are
considered “critical’because they require judgments, assumptions ainag¢as that materially impact our consolidatedricial statements ai
related disclosures. As a result, if future evemtassumptions differ significantly from the judgme assumptions and estimates in our critical
accounting policies, these events or assumptionk d@mve a material impact on our consolidatednfoia statements and related disclosures.

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

We are included in the consolidated federal inctemeeturn of QCII. As such, we could be severhdlple 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 as well as stateaoad tax authorities. These audits could subjedbuax liabilities if adverse positions are
taken by these tax authorities.
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Tax sharing agreements have been executed betwekraq previous affiliates, and QCII believes liadilities, if any, arising from
adjustments to previously filed returns would beneoby the affiliated group member determined teeha deficiency under the terms and
conditions of such agreements and applicable tax\lde have not generally provided for liabilitigsridbutable to current or former affiliated
companies or for claims they have asserted or resgraagainst us.

We believe that we have adequately provided foctaxtingencies. However, QCII's tax audits and eixations may result in tax
liabilities that differ materially from those thae have recorded in our condensed consolidateddiabstatements. Because the ultimate
outcomes of all of these matters are uncertaingamegive no assurance as to whether an adverdefresuone or more 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 four-year agreements with the CommunicatMtorkers of America and the International Brotloedh of Electrical Workers expire on
October 6, 2012. Although we believe that our refet with our employees and unions are satisfactaryassurance can be given that we will
be able to successfully extend or renegotiate olleative bargaining agreements as they expire ftiome to time. The impact of future
negotiations, including changes in wages and belestls, could have a material impact on our frahresults. Also, if we fail to extend or
renegotiate our collective bargaining agreemehisgnificant disputes with our unions arise, ooifr unionized workers engage in a strike or
other work stoppage, we could incur higher ongdétgpr costs or experience a significant disruptibnperations, which could have a material
adverse effect on our business.
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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)
(3.3)

(4.1)

(4.2)

(4.3)

(4.4)

(4.5)

(4.6)

(4.7)

(4.8)

(4.9)

Description

Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Qwest Corporasiddnnual Report on
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
Corporatior'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 Corporation’sushiiReport on
Form 1(-K for the year ended December 31, 2002, File NG-03040).

Indenture, dated as of April 15, 1990, by and betwlountain States Telephone and Telegraph Comgaahy he 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).

First Supplemental Indenture, dated as of Aprill¥®1, by and between U S WEST Communications,dnd.The First
National Bank of Chicago (incorporated by referetcc®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 anddet U S West Communications, Inc. and Bank OnstT@ompany, N.A
(incorporated by reference to Qwest Corporatiomsual 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, 201
(incorporated by reference to Qwest Corporés Form &4, File No. 33-115119).

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

Second Supplemental Indenture, dated as of NoveR#Her004, by and between Qwest Corporation and BaSk National
Association (incorporated by reference to QwespGmtion’s Current Report on Form 8-K filed NovemB8, 2004, File
No. 002-03040).

Third Supplemental Indenture, dated as of Jun@Qgd5, by and between Qwest Corporation and U.Sk Biational
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, 2b@@&nd between Qwest Corporation and U.S. BartloNa Association
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed August 8, 2006, File No. 0-03040).

Fifth Supplemental Indenture, dated May 16, 20§7amd between Qwest Corporation and U.S. Bank NatiAssociatior
(incorporated by reference to Qwest Corporé s Current Report on Form-K filed May 18, 2007, File No. 0(-03040).
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Exhibit

Number Description

(4.10) Sixth Supplemental Indenture, dated April 13, 2d89and between Qwest Corporation and U.S. BanloNait Associatior
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed April 13, 2009, File No. 0(-03040).

(10.1) Registration Rights Agreement, dated April 13, 200@ong Qwest Corporation and the initial purchatisted thereil
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed April 13, 2009, File No. 0C-03040).

(10.2) Aircraft Time Sharing Agreement, dated Decembe&0D8, by and between Qwest Corporation and Edwaidueller
(incorporated by reference to Qwest Communicatioternational Inc.’s Annual Report on Form 10-K the year ended
December 31, 2008, File No. (-15577).

12 Calculation of Ratio of Earnings to Fixed Charg

311 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 amfpgny 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.

QWEST CORPORATION

By: /s/ R.WILLIAM JOHNSTON
R. William Johnston
Senior Vice President, Controller and Chief Accouring Officer
(Chief Accounting Officer and Duly Authorized Officer)

May 5, 2010
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Exhibit 12
QWEST CORPORATION

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES ©@
(UNAUDITED)

Three
Months
Ended
March 31, Years Ended December 31,
2010 2009 2008 2007 2006 2005
Income before income taxes and cumulative effechahges in
accounting principle $ 50t $1,921 $2,26 $2,44( $1,88: $1,62¢
Add: estimated fixed charg 17¢ 70t 671 682 70C 70C
Add: estimated amortization of capitalized intel 2 11 12 1C 10 12
Less: interest capitalize (2) (10 (14) (12) (12 (10
Total earnings available for fixed char¢ $ 68C $2,621 $2,93¢ $3,12( $2,58( $2,33(
Estimate of interest factor on rent $ 17 $ 63 $ 68 $ 62 $ 72 $ 82
Interest expense, including amortization of prensudiscounts an
debt issuance cos® 15€ 632 58¢ 60¢ 61€ 60¢
Interest capitalize 2 1C 14 12 12 1C
Total fixed charge $ 17t $ 70t $ 671 $ 682 $ 70C $ 70C
Ratio of earnings to fixed charg 3.9 3.7 4.4 4.€ 3.7 3.2

(1) Interest expense includes only interest relatddrig-term borrowings and capital lease obligatic
(2) We have reclassified certain prior year amountsotfform to the current quarter presentat



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Edward A. Mueller, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Qwest Corporatior

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in the ttegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

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

Date: May 5, 201!

/s/ EpwaArRDA. M UELLER

Edward A. Muellel
Chief Executive Office



Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Joseph J. Euteneuer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Qwest Corporatior

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15@))3(d internal control over financial reportirag @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in the ttegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

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

Date: May 5, 201!

/s/ JosepHJ. EUTENEUER

Joseph J. Euteneu

Executive Vice President and Chief Financial Offi



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 March 31, 2010, fully complies wite tequirements of Section 13(a) of the
Securities Exchange Act of 1934 and that the infdrom 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&mxge 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: May 5, 2010 By: /'s/ EDWARDA. M UELLER
Edward A. Muellel
Chief Executive Office

Dated: May 5, 2010 By: /s/ JOSEPHJ. EUTENEUER
Joseph J. Euteneuer
Executive Vice President and Chief Financial Offi




