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PART I—FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

Successo Predecesso
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended

June 30, 2012 June 30, 2012 June 30, 2011

March 31, 2011

(Dollars in millions)

OPERATING REVENUES

Operating revenue $ 1,76: 3,54¢ 1,81¢ 1,87(
Operating revenu—affiliates 432 90¢€ 41F 39¢
Total operating revenut 2,19¢ 4,45 2,231 2,26¢
OPERATING EXPENSE!
Cost of services and products
(exclusive of depreciation
and amortization 694 1,437 71% 742
Selling, general an
administrative 311 65C 452 38t
Operating expens—affiliates 161 30E 73 52
Depreciation and amortizatic 574 1,142 623 451
Total operating expens: 1,74C 3,534 1,861 1,63(
OPERATING INCOME 45E 921 37C 63¢€
OTHER INCOME (EXPENSE
Interest expens (11€) (229 (88) (150
Loss on early retirement of d (46) (46) 1) —
Other (expense) incon 2 @ — 2
Total other income (expens (164) (27€) (89 (14¢)
INCOME BEFORE INCOME
TAX EXPENSE 291 64E 281 49C
Income tax expens 113 24¢ 11€ 191
NET INCOME $ 17€ 39¢ 16t 29¢

See accompanying notes to consolidated finanassients.
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QWEST CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UN AUDITED)

Successor Predecessor
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
NET INCOME $ 17¢& 39€ 165 29¢
OTHER COMPREHENSIVE
INCOME:
Unrealized gain o
investments and other, ne
of tax — — — 1
COMPREHENSIVE INCOME $ 17¢ 39€ 165 30C

See accompanying notes to consolidated financistents.
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QWEST CORPORATION

CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Successor

June 30, December 31
2012 2011

(Dollars in millions)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 4 3
Accounts receivable, less allowance of $47 and 634 707
Advances to affiliate 1,35¢ 19¢
Deferred income taxes, r 15¢ 162
Other 111 98
Total current asse 2,26: 1,16¢
NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme 8,711 8,42(
Accumulated depreciatic (2,445 (9149
Net property, plant and equipme 7,26¢ 7,50¢
GOODWILL AND OTHER ASSET<
Goodwill 9,36¢ 9,36¢
Customer relationships, n 4,742 5,101
Other intangible assets, r 1,32¢ 1,46(
Other 20C 20t
Total goodwill and other asse 15,64( 16,13t
TOTAL ASSETS $ 25,16¢ 24,80¢

LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES

Current maturities of lor-term debi $ 1,291 64
Accounts payabl 493 65€
Accounts payab—affiliates, nef — 18C
Notes payab—affiliates 583 —
Dividends payabl—Qwest Services Corporatic 70C 31C
Accrued expenses and other liabilit

Salaries and benefi 203 25€
Other taxe: 207 221
Other 13C 135
Advance billings and customer depo: 283 26E
Total current liabilities 3,89( 2,08t
LONG-TERM DEBT 6,872 8,261

DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxes, r 2,731 2,84z
Affiliates obligations, ne 1,492 1,572
Other 18¢€ 184
Total deferred credits and other liabiliti 4,417 4 ,59¢

COMMITMENTS AND CONTINGENCIES (Note 8

STOCKHOLDER'S EQUITY
Common stock—one share without par value, owne@Wwgst Services

Corporation 10,06¢ 9,95(
Accumulated defici (79) (85)
Total stockholder's equit 9,99( 9,86¢
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 25,16¢ 24,80¢

See accompanying notes to consolidated finan@ssients.
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QWEST CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

Successor Predecessor
Six Months Three Months Three Months
Ended Ended Ended

June 30, 2012

June 30, 2011

March 31, 2011

OPERATING ACTIVITIES

(Dollars in millions)

Net income $ 39¢€ 16t 29¢
Adjustments to reconcile net income to ne
cash provided by operating activiti¢
Depreciation and amortizatic 1,142 623 451
Deferred income taxe (209) 73 76
Provision for uncollectible accour 43 17 17
Long-term debt (premium) discount
amortization (36) (60) 3
Loss on early retirement of de 46 1 —
Changes in current assets and current
liabilities:
Accounts receivabl 30 (20 18
Accounts payabl (46) (35) (20
Accounts receivable and paye—
affiliates, nef 482 (193) 93
Accrued income and other tax a7 (52 50
Other current assets and other cur
liabilities, net (47 54 (89
Changes in other noncurrent assets
liabilities (30) 43 (36)
Changes in other noncurrent assets and
liabilities—affiliates (80) @) —
Other, ne 8 1 7
Net cash provided by operating activit 1,78¢ 61C 86¢
INVESTING ACTIVITIES
Payments for property, plant and equipmr
and capitalized softwal (600C) (300) (341
Changes in advances to affilia (1,499 (191) —
Proceeds from sale of prope 13¢ — —
Other, ne — 1 6
Net cash used in investing activiti (1,960 (490 (33%)
FINANCING ACTIVITIES
Net proceeds from issuance of l-term deb 897 64< —
Payments of lor-term debt (923) (839) (14)
Early retirement of debt cos @77 (13 —
Dividends paid to Qwest Services
Corporation — (100) (530
Changes in notes paya—affiliates 58:¢ — —
Accounts payab—affiliates (207) — —
Other, ne — — 19
Net cash provided by (used in) financi
activities 17z (309) (525)
Net increase (decrease) in cash and
equivalents 1 (189) 9
Cash and cash equivalents at beginning of
period 3 201 192
Cash and cash equivalents at end of pe $ 4 12 201

See accompanying notes to consolidated financigsents.
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QWEST CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY (DE FICIT) (UNAUDITED)

Successor Predecessor
Six Months Three Months Three Months
Ended Ended Ended
June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
COMMON STOCK
Balance at beginning of peri $ 9,95( 9,951 11,42t
Tax benefit of pension deductis 11¢ — —
Balance at end of peric 10,06¢ 9,951 11,42t
(ACCUMULATED DEFICIT) RETAINED
EARNINGS
Balance at beginning of peri (85) — (12,25¢)
Net income 39¢ 16& 29¢
Dividends declared to Qwest Services
Corporation (390 (28) (1,000
Change in other comprehensive incc — — 1
Balance at end of peric (79 137 (12,95¢)
TOTAL STOCKHOLDER'S EQUITY
(DEFICIT) $ 9,99( 10,08¢ (2,537

See accompanying notes to consolidated finanassients.
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QWEST CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED)

Unless the context requires otherwise, referenaédkis report to "QC" refer to Qwest Corporatiorferences to "Qwest," "we," "us," €
"our" refer to Qwest Corporation and its consoliddtsubsidiaries, references to "QSC" refer to dveat parent company, Qwest Services
Corporation, and its consolidated subsidiariesgrehces to "QCII" refer to QSC's direct parent campand our indirect parent company,
Qwest Communications International Inc., and itasmlidated subsidiaries and references to "CentiniyLrefer to QCII's direct parent
company and our ultimate parent company, CentutgLiimc. and its consolidated subsidiaries.

(1) Basis of Presentation

We are an integrated communications compaggaged primarily in providing an array of comnoations services to our residential,
business, governmental and wholesale customersc@umunications services include local, networleasc private line (including special
access), broadband, data, wireless and video ssit certain local and regional markets, we ptewide local access and fiber transport
services to competitive local exchange carriers.

We generate the majority of our revenuemfservices provided in the 14-state region of émi, Colorado, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington and Wyoming. Werr® this region as our local
service area.

On April 1, 2011, our indirect parent Q@Hcame a wholly owned subsidiary of CenturyLinlc,. im a tax-free, stock-for-stock
transaction. Although we have continued as a simyigorporation and legal entity since the acquisjtthe accompanying consolidated
statements of operations, comprehensive incoméa,fass and stockholder's equity (deficit) are preed for two periods: predecessor and
successor, which relate to the period precedingtig@isition and the period succeeding the acduisitespectively. On the date of the
acquisition, April 1, 2011, our assets and lial@itwere recognized at their fair value. This ragtibn has been reflected in our financial
statements and, therefore, has resulted in a neis bhaccounting for the "successor period". Tige basis of accounting means that our
financial statements for the successor periodaetreomparable to our financial statements relatingeriods prior to the acquisition, includi
the predecessor period financial statements irrépert.

Our consolidated balance sheet as of theessor date of December 31, 2011, which was dé&freen our audited financial statements,
and our unaudited interim consolidated financiatesnents provided herein have been prepared indaroee with the instructions for Form 10-
Q. Certain information and footnote disclosuresmmally included in financial statements prepareddnordance with accounting principles
generally accepted in the United States of Ameraae been condensed or omitted pursuant to rutsegiulations of the Securities and
Exchange Commission ("SEC"); however, in our opinithe disclosures made are adequate to makeftrenstion presented not misleading.
We believe that these consolidated financial stateéminclude all normal recurring adjustments neagsto fairly present the results for the
interim periods. The results of operations forfilgt six months of the year are not indicativetttd results of operations that might be expected
for the entire year. These consolidated finandatesnents should be read in conjunction with thaditad consolidated financial statements and
the notes thereto included in our Annual ReporForm 10-K for the year ended December 31, 2011.

The accompanying consolidated financiakestents include our accounts and the accountsrafudisidiaries over which we exercise
control. All intercompany amounts and transactiaith our consolidated subsidiaries have been ehieich.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(1) Basis of Presentation (Continued)

We provide to our affiliates telecommunicas services that we also provide to externalausts. In addition, we provide to our affilia
computer system development and support servicesalg$d purchase services from our affiliates indigdelecommunications services,
marketing and employee-related support servicethdmormal course of business, we transfer aaseltsiabilities to and from our ultimate
parent, CenturyLink, and its affiliates based agirthespective carrying values.

Effective January 1, 2012, in connectiothvpiost-acquisition systems integration activitiee,adopted the affiliate expense allocation
methodology used by our ultimate parent. This madlagy results in certain overhead costs incurredand by our ultimate parent that w
previously assessed to us on a net basis now bssessed on a gross basis both to and from omnatétiparent, resulting in both higher
affiliate revenues and expenses for us. We beli@igechange, resulting from systems integratioiviiets, did not have a significant impact to
our net income for the successor three and six nsoertded June 30, 2012.

During the first quarter of 2012, we resléied certain operating expenses from our selljemneral and administrative expenses to our
of services and products (exclusive of depreciadioth amortization) to better reflect our expenséated to providing services to our affiliates.
As a result, we reclassified previously reportedants to conform to the current period presentat@m the successor three months ended
June 30, 2011 and the predecessor three monthd &tateh 31, 2011, this reclassification resulted ieduction of selling, general and
administrative expenses of $122 million and $11Bioni, respectively.

During the first quarter of 2012, in conti@ic with post-acquisition systems integration tigs, CenturyLink changed certain cash
management processes applicable to us. Thereferapw present the balances related to these castig@ment transactions on a net basis
with our other affiliate transactions.

Effective January 1, 2012, we changed ates of capitalized labor as we transitioned ceftegacy systems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $20 million to $30 millioorease in the amount of labor capitalized
as an asset compared to the amount that wouldbeere capitalized if we had continued to use ourdggystems and a corresponding
estimated $20 million to $30 million decrease irK@ting expenses for the successor six months ehdexl30, 2012. This change is expected
to result in an estimated operating expense reglucti approximately $30 million to $50 million féne successor year ending December 31,
2012. The reduction in expenses described abov®f h&x, increased net income approximately $1anito $18 million for the successor
months ended June 30, 2012 and is expected taaserget income by approximately $18 million to $d0ion for the successor year ending
December 31, 2012.

Effective January 1, 2012, we changed stimates of the economic lives of certain telecomitations equipment. These changes
resulted in a decrease to depreciation expensgpobrimately $13 million and $26 million for thecessor three and six months ended
June 30, 2012, respectively, and are expectedstdtie decreased depreciation expense of appra&iyn@52 million for the successor year
ending December 31, 2012. This decrease in depi@tiexpense, net of tax, had the effect of indrepeet income by approximately
$8 million and $16 million for the successor thaswl six months ended June 30, 2012, respectivetyissexpected to result in higher net
income of approximately $34 million for the suca@sgear ending December 31, 2012.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(1) Basis of Presentation (Continued)

During the first quarter of 2012, we recizgd a $119 million equity contribution for the tagnefit associated with a deduction for
pension funding. Since we are the employer of aifiaig@nt percentage of the participants and non®22011 QCII pension funding was
allocated to us, a tax deduction will be recogniaecur separate company tax return and, therefe@eecognized an equity contribution for
the tax benefits associated with this deduction.

On April 2, 2012, we sold an office buildifor net proceeds of $133 million. As part of thensaction, we agreed to lease a portion of the
building from the new owner. As a result, the $li6iom gain from the sale was deferred and willreeognized as a reduction to rent expense
over the 10 year lease term.

(2) Acquisition of QCII by CenturyLink

Since April 1, 2011, our results of opeyati have been included in the consolidated restittperations of CenturyLink. CenturyLink has
accounted for its acquisition of QCIl and us unither acquisition method of accounting, which reglitethe assignment of the purchase price
to the assets acquired and liabilities assumeddbas¢heir acquisition date fair values. In thstfiquarter of 2012, we completed our valuation
of the assets acquired and liabilities assumedgaldth the related allocations to goodwill ancaimgible assets.

The aggregate consideration payable to '‘@8tibckholders that is attributable to us exced¢ldedggregate estimated fair value of the
assets acquired and liabilities assumed by $9.868nb which we have recognized as goodwill. Thsodwill is attributable to strategic
benefits, including enhanced financial and operaigcale, market diversification and leveraged lmoed networks that we expect to realize.
None of the goodwill associated with this acquisitis deductible for income tax purposes. The agggeeconsideration allocation is basec
our final analysis of enterprise value of $18.6880n less the fair value of our debt of $8.688ibn.

9
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(2) Acquisition of QCII by CenturyLink (Continued)

The following is our assignment of the agggte consideration:

April 1, 2011
(Dollars in millions)

Cash, accounts receivable and other current as $ 1,091
Property, plant and equipme 7,46(
Identifiable intangible asset

Customer relationshiy 5,69¢

Capitalized softwar 1,70z
Other noncurrent asse 20¢
Current liabilities, excluding current maturitieSlong-term

debt (2,446
Current maturities of lor-term deb! (2,379
Long-term debt (6,310
Deferred credits and other liabiliti (4,445
Goodwill 9,36¢
Aggregate consideratic $ 9,951
* Includes estimated fair value of $674 million f@caunts receivable, excluding affiliate accounteneable, whicl

had gross contractual value of $722 million on Apri2011. The $48 million difference between thesg
contractual value and the estimated fair valuegagsl represents our best estimate as of April 1120
contractual cash flows that would not be collec

During the first quarter of 2012, we represtively adjusted our previously reported prelianinassignment of the aggregate Qwest
consideration for changes to our original estimafebe fair value of certain items at the acqgigsitdate. These changes are the result of
additional information obtained since the filingafr Form 10K for the year ended December 31, 2011. Due teethegsions of our estimatt
(i) property, plant and equipment decreased byr@iéon primarily from a revision to our valuatiasf our buildings and (ii) deferred credits
and other liabilities decreased by $89 million mitty from a revision to one of our lease valuati@nd changes in tax liabilities. Among other
minor revisions, goodwill decreased by $84 millaman offset to the above mentioned changes. Tredation impact of the adjustments to
property, plant and equipment valuations did nsultsén a material change to previously-reportecants.

Acquisition-Related Expenses

We have incurred operating expenses retat€enturyLink's indirect acquisition of us, whicbnsist primarily of integration and
severance expenses. The table below summarizegquisition-related expenses:

Successor Predecessor
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
Acquisitior-related expense $ 3 29 12z | 2
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(3) Goodwill, Customer Relationships and Other Intagible Assets
Our goodwill, customer relationships anklestintangible assets consisted of the following:

Successor
June 30, 201: December 31, 201.
(Dollars in millions)

Goodwill $ 9,36¢ 9,36¢
Customer relationships, less accumulated
amortization of $957 and $5¢ $ 4,74z 5,101

Other intangible assets subject to amortiza
Capitalized software, less accumula
amortization of $556 and $3! $ 1,32¢ 1,46(

We amortize customer relationships ovenegted lives of 10 years, using either the sumheftears-digits or straight-line methods,
depending on the type of customer. We amortizetaiged software using the straight-line methodrasatimated lives ranging up to seven
years.

The table below summarizes our amortizatixpense:

Successor Predecessor
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
Amortization expens $ 287 561 31¢ | 58

(4) Long-Term Debt

Long-term debt, including unamortized disets and premiums, is as follows:

Successol
Interest Rates Maturities June 30, 2012 December 31, 2011
(Dollars in millions)
Senior notes(1 6.500%- 8.375% 2013-2052 $ 7,87( 7,82¢
Capital lease and oth
obligations Various Various 137 17¢€
Unamortized premiums, n 15€ 32C
Total lon¢-term debt 8,16: 8,32
Less current maturitie (1,297 (64)
Long-term debt, excluding
current maturitie: $ 6,87 8,261

Q) Our $750 million Notes due 2013 are floating ratées, with rates that reset every three month@afAlse most recent
measurement date of June 15, 2012, the rate fee thetes was 3.718%, which is not included in #imge of rates stated
above.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(4) Long-Term Debt (Continued)
New Issuance:

On June 25, 2012, we issued $400 milliogregate principal amount of 7.00% Notes due 205Xahange for net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The notes are unsecured obligatiordsraay be redeemed, in whole or in part,
on or after July 1, 2017 at a redemption price etju&a00% of the principal amount redeemed plususet interest.

On April 2, 2012, we issued $525 milliorgaggate principal amount of 7.00% Notes due 205%ahange for net proceeds, after
deducting underwriting discounts and expenses508%nillion. The notes are unsecured obligatiordsraay be redeemed, in whole or in part,
on or after April 1, 2017 at a redemption priceada 100% of the principal amount redeemed plueswsed interest.

In connection with consummating the Ap#8l 2012 tender offer described below under "Repaysiewe borrowed from a CenturyLink
affiliate approximately $583 million under a revinlg promissory note, payable upon demand. Theisatesecured and is pari passu to our
Senior Notes.

Repayment:

On April 18, 2012, we completed a cash éermadfer to purchase a portion of our $811 millafr8.375% Notes due 2016 and our
$400 million of 7.625% Notes due 2015. With respeatur 8.375% Notes due 2016, we received andosedeenders of approximately
$575 million aggregate principal amount of thesgespor 71%, for $722 million including a premiui®es and accrued interest. With respe
our 7.625% Notes due 2015, we received and accéphelers of approximately $308 million aggregaiagipal amount of these notes, or 7'
for $369 million including a premium, fees and amat interest. The completion of this tender ofésmulted in a loss of $46 million.

Covenants

As of the successor date of June 30, 20&Xhelieve we were in compliance with the provisiamd covenants of our debt agreements.
Subsequent Ever

On July 20, 2012, we redeemed all $484ionilbf our 7.5% Notes due 2023, which resultedninnamaterial loss.
(5) Severance

Periodically, we have implemented reducionour workforce and have accrued liabilitiesrelated severance costs. These workforce
reductions resulted primarily from our integratiglans related to CenturyLink's indirect acquisitafrus, increased competitive pressures and
reduced workload demands due to the loss of atioess

We report severance liabilities within "aged expenses and other liabilities-salaries améfits” in our consolidated balance sheets and
report severance expenses in cost of servicesraadigts and selling, general and administrativeeagps in our consolidated statements of
operations.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)

(5) Severance (Continued)

Changes in our accrued liabilities for samee expenses were as follows:

Severance
(Dollars in millions)
Balance at December 31, 2011(Succes $ 28
Accrued to expens 43
Payments, ne (22
Reversals and adjustmel 3
Balance at March 31, 2012 (Succes! 47
Accrued to expens 13
Payments, ne (42
Reversals and adjustmel —
Balance at June 30, 2012 (Succes $ 18

(6) Fair Value Disclosure

Our financial instruments consist of castl aash equivalents, accounts receivable, accoecgs/able—affiliates, advances to affiliates,
accounts payable, accounts payable—affiliates ang-term debt, excluding capital lease obligatidrise carrying amounts of our cash and
cash equivalents, accounts receivable, accourgs/edte—affiliates, advances to affiliates, accayrayable and accounts payable—affiliates

approximate their fair values.

Fair value is defined as the price that Mtdne received to sell an asset or paid to traresfebility in an orderly transaction between
independent and knowledgeable parties who arengilind able to transact for an asset or liabilityhhea measurement date. We use valuation
techniques that maximize the use of observableténgd minimize the use of unobservable inputs vdegarmining fair value and then we
rank the estimated values based on the relialufithe inputs used.

We determined the fair values of our loag# debt, including the current portion, based woted market prices where available or, if not
available, based on discounted future cash flowsyusurrent market interest rates.

The three input levels in the hierarchyaif value measurements are defined by the FinbAcieounting Standards Board generally as
follows:

Input Level Description of Input

Level 1 Observable inputs such as quoted market pricestiveamarkets

Level 2 Inputs other than quoted prices in active markeds are either directly «
indirectly observable

Level 3 Unobservable inputs in which little or no marketadexists
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(6) Fair Value Disclosure (Continued)

The following table presents the carryingoaints and estimated fair values of our long-teeintdexcluding capital lease obligations, as
well as the input levels used to determine thevalues:

Successol
June 30, 201: December 31, 201
Input Carrying Fair Carrying Fair
Level Amount Value Amount Value

(Dollars in millions)
Liabilities—Long-term debt excluding capital
lease obligation 2 $ 8,02¢ 8,35 8,14¢  8,35:

(7) Products and Services Revenues

We are an integrated communications comgaggged primarily in providing an array of comnoations services, including local,
network access, private line (including speciakasy, broadband, Ethernet, data, wireless and gieledces. We strive to maintain our
customer relationships by, among other things, bogaur service offerings to provide our customeith a complete offering of integrated
communications services. We categorize our prodaratsservices into the following three categories:

. Strategic serviceswhich include primarily private line (includingacial access), broadband, video (including resatdllite
video services) and Verizon Wireless services;

. Legacy servicewhich include primarily local, integrated serviatigital network ("ISDN") (which uses regular telepte lines
to support voice, video and data applications)icweid access and traditional wide area network (NWYAervices (which
allows a local communications network to link tawerks in remote locations); and

. Affiliates and other service, which consist primarily of universal service fesndUSF") revenues and surcharges and servici
provide to our affiliates. We provide to our affiles telecommunications services that we also geaw external customers. In
addition, we provide to our affiliates computertsys development and support services and netwqiastiand technical
services.

During the first quarter of 2012, we resléied certain prior period revenues between tlogeahentioned three categories to conform t
current period presentation.

Since the April 1, 2011 closing of Centuinit's indirect acquisition of us, our operationsdbeen integrated into and reported as part of
the segments of CenturyLink. CenturyLink's chie¢é@ting decision maker ("CODM") has become our CQDIM reviews our financial
information on an aggregate basis only in connaatigh our quarterly and annual reports that we \iith the SEC. Consequently, we do not
provide our discrete financial information to th®OM on a regular basis. As such, we believe we hawe one reportable segment and have
reclassified our prior period results to confornote current view.
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QWEST CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)

(7) Products and Services Revenues (Continued)

Operating revenues for our products andices are summarized below:

Successor Predecessor
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
Strategic
services $ 811 1,62 791 792
Legacy
services 874 1,77¢ 954 1,00
Affiliates and
other
services 51C 1,057 48¢€ 47¢
Total
operating
revenue: $ 2,19¢ 4,45¢ 2,231 2,26¢

Affiliates and other services revenuesudel revenues from universal service funds whiatwalls to recover a portion of our costs under
federal and state cost recovery mechanisms anairtertircharges to our customers, including billifaysour required contributions to several
USF programs. These surcharge billings to our coste are reflected on a gross basis in our statsméoperations (included in both

operating revenues and expenses). Because the tofdbase recorded revenues and expenses offseétzer, these surcharges do not
impact our net income.

The table below presents the aggregate du&tharges recognized on a gross basis:

Successol Predecesso
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011

(Dollars in millions)
USF and surcharges included

operating revenues and
expense: $ 43 87 41 43

(8) Commitments and Contingencies

From time to time, we are involved in predigs incidental to our business, including adstiative hearings of state public utility
commissions relating primarily to rate making, aewt relating to employee claims, various tax isseagironmental law issues, occasional
grievance hearings before labor regulatory agenpegent infringement allegations and miscellanghird party tort actions. The outcome of
these other proceedings is not predictable. Howewveido not believe that the ultimate resolutiothefse other proceedings, after considering
available insurance coverage, will have a matedakrse effect on our financial position, resuftserations or cash flows.

CenturyLink and QCII are involved in sevdegal proceedings to which we are not a party, tfiaesolved against them, could have a
material adverse effect on their business and éiahweondition. As a wholly owned subsidiary of @anyLink and QCII, our business and
financial condition could be similarly affected. Yoan find a description of these legal proceedingsenturyLink's and QCII's quarterly and
annual reports filed with the SEC. Because we atarparty to any of the matters, we have not axtany liabilities for these matters.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDIT ED) (Continued)
(9) Labor Union Contracts

Over 54% of our employees are members @fdiaing units represented by the Communicationskéfs of America and the Internatio
Brotherhood of Electrical Workers. Our current fg@ar collective bargaining agreements expire Gatéh 2012.

(10) Dividends

Effective June 30, 2012, our board of dwexdeclared a dividend to our parent of $390iamill This dividend has been reflected on our
balance sheet in "Dividends payable—Qwest Sen@m@poration".
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context requires otherwise, referenaédkis report to "QC" refer to Qwest Corporatioreferences to "Qwest,"” "we," "us" and
"our" refer to Qwest Corporation and its consoliddtsubsidiaries, references to "QSC" refer to dveat parent company, Qwest Services
Corporation, and its consolidated subsidiariesgrehces to "QCII" refer to QSC's direct parent camp and our indirect parent company,
Qwest Communications International Inc., and itesmlidated subsidiaries, and references to "Ceritunly* refer to QCII's direct parent
company and our ultimate parent company, CentutyLlimc., and its consolidated subsidiaries.

All references to "Notes" in this Item 2 refer he tNotes to Consolidated Financial Statements dedun Item 1 of this quarterly report.

Certain statements in this report congifotward-looking statements. See "Risk Factorgtam 1A of Part Il of this report for a
discussion of certain risk factors applicable to lousiness, financial condition and results of afiens.

Overview

Management's Discussion and Analysis odi@mal Condition and Results of Operations ("MD&A¥luded herein should be read in
conjunction with MD&A and the other information Inded in our Annual Report on Form 10-K for theyeaded December 31, 2011. The
results of operations for the first six monthsta# year are not indicative of the results of openatthat might be expected for the entire year.

We are an integrated communications comgaggaged primarily in providing an array of comnoations services to our residential,
business, governmental and wholesale customersc@umunications services include local, networlkeasg private line (including special
access), broadband, data, wireless and video ssnit certain local and regional markets, we ptewide local access and fiber transport
services to competitive local exchange carriers.stdge to maintain our customer relationshipsdamwpng other things, bundling our service
offerings to provide our customers with a complatering of integrated communications services.

We generate the majority of our revenuemfservices provided in the 14-state region of émiz, Colorado, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington and Wyoming. Werr® this region as our local
service area.

As discussed in Note 2—Acquisition of Q6 CenturyLink, on April 1, 2011, our indirect pateQCII, became a wholly owned
subsidiary of CenturyLink.

Since April 1, 2011, our results of opeyati have been included in the consolidated resfiltperations of our ultimate parent,
CenturyLink. CenturyLink has accounted for its a@sgion of QCII and us under the acquisition metldd@dccounting, which resulted in the
assignment of the purchase price to the assetsradcqand liabilities assumed based on estimat#isenf acquisition date fair values. The
aggregate consideration payable to QCII's stockdrslthat is attributable to us exceeded the agtreggdimated fair value of the assets
acquired and liabilities assumed by $9.369 billiwhjch we have recognized as goodwill. This goobisiattributable to strategic benefits,
including enhanced financial and operational scakket diversification and leveraged combined et that we expect CenturyLink and its
consolidated subsidiaries, including us, to reali@ne of the goodwill associated with this acdigsiis deductible for income tax purposes.
The recognition of assets and liabilities at failue is reflected in our financial statements dretd@fore has resulted in a new basis of
accounting for the "successor period" beginninghpril 1, 2011. This new basis of accounting medrad bur financial statements for the
successor periods will not be comparable to owipusly reported financial statements, including firedecessor period financial statemer
this report.
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The discussion in MD&A of our performanae the six months ended June 30, 2011 is presemtedcombined basis for the predecessor
and successor periods in 2011. We believe thieptation allows the results of operations for tiésiod to be more readily compared to the
comparable six-month period in 2012.

We have incurred operating expenses retat€enturyLink's indirect acquisition of us, whicbnsist primarily of integration and
severance expenses. The table below summarizegquisition-related expenses:

Successor Predecessor
Three Months Six Months Three Months Three Months
Ended Ended Ended Ended
June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011
(Dollars in millions)
Acquisitior-related expense $ 3 29 12z | 2

CenturyLink has cash management arrangeneiveen certain of its subsidiaries, includingunsler which the majority of our cash
balance is transferred on a daily basis to CenfukylWe report the balance of these transfers arbalance sheet as advances to affiliates.

Since the April 1, 2011 closing of Centuink's indirect acquisition of us, our operationyd@een integrated into and reported as part of
the segments of CenturyLink. CenturyLink's chie¢é@ting decision maker ("CODM") has become our CQDIM reviews our financial
information on an aggregate basis only in connaatigh our quarterly and annual reports that we \iith the Securities and Exchange
Commission ("SEC"). Consequently, we do not prowidediscrete financial information to the CODM amegular basis.

We currently categorize our products, sswiand revenues among the following three categori

. Strategic serviceswhich include primarily private line (includingacial access), broadband, video (including resatdllite
video services) and Verizon Wireless services;

. Legacy servicesyhich include primarily local, integrated serviatigital network ("ISDN") (which uses regular telepte lines
to support voice, video and data applications)icwveid access and traditional wide area network (NWYAervices (which
allows a local communications network to link tawerks in remote locations); and

. Affiliates and other serviceswvhich consist primarily of universal service fsndUSF") revenues and surcharges and servici
provide to our affiliates. We provide to our affiles telecommunications services that we also geaw external customers. In
addition, we provide to our affiliates computertsys development and support services and netwqiastiand technical
services.

During the first quarter of 2012, we reseléied certain prior period revenues between tloeeamhentioned three categories to conform t
current period presentation.

As of the successor date of June 30, 20&ZXerved approximately 3.2 million broadband stibscs. As described below, during the
second quarter of 2012, we updated our methoddlmggounting broadband subscribers to include lrssrand wholesale subscribers instead
of only retail and small business subscribers. We aperated approximately 8.3 million access lindsch are telephone lines reaching from
the customers' premises to a connection with thdigswitched telephone network. We count accessslivhen we install the service. Our
methodology includes only those access lines tlatise to provide services to external customersaadides lines used solely by us and our
affiliates. It also excludes unbundled loops ardudes stand-alone broadband subscribers. Our uhethgy for counting our access lines may
not be comparable to those of other companies.
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Our analysis presented below is organiegurdvide the information we believe will be usefiil understanding the relevant trends
affecting our business. This discussion shouldela@ in conjunction with our consolidated finansidtements and the notes thereto in Iterr
this report.

Business Trends

Our financial results were impacted by sabsignificant trends, which are described beldwe expect that these trends will continue to
affect our results of operations, cash flows oafficial position.

. Strategic services.We continue to see shifts in the makeup of otal t@evenues as customers move to strategic sensoeh a
private line, broadband and video services, frogady services, such as local and access serviegsnRes from our strategic
services represented 37 and 35% of our total revenues for the successor three nsogtided June 30, 2012 and 2011,
respectively, and 36% and 35% of our total reverioethe successor six months ended June 30, 2@d #he combined six
months ended June 30, 2011, respectively, and pecexhat this percentage will continue to grow. ¥gatinue to focus on
increasing subscribers of our broadband serviasicplarly among consumer and small business mste. We believe that
continually increasing connection speeds is imprta remaining competitive in our industry. Asesult, we continue to invest
in our fiber to the node ("FTTN") deployment, whiallows for the delivery of higher speed broadbsexvices than would
otherwise generally be available through a momditicmal telecommunications network made up of ardpper wires. In
addition to our FTTN deployment, we continue toaxg our product offerings, including Ethernet anBll\g, and enhance our
marketing efforts as we compete in a mature manketich most consumers already have broadbandcesrwVhile traditional
broadband services are declining, they have beea than offset by growth in fiber based broadbasrgtises. We expect these
efforts will improve our ability to compete and irase our broadband revenues. Another trend inmgpetir strategic services
the deployment of fiber-based special access syioovided to wireless carriers, which in manyesagplaces existing copper-
based special access services. We ultimately leetfe growth in fibebased special access services provided to wiretgsger:
for backhaul will, over time, offset the declinedapper-based special access services providedetess carriers as they
migrate to Ethernet services, although the timingd magnitude of this technological migration is entain.

. Legacy services.Revenues from our legacy services representedat@?d3% of our total revenues for the successeeth
months ended June 30, 2012 and 2011, respectaredy40% and 44% of our total revenues for the fsmresix months ended
June 30, 2012 and the combined six months endexdl3Wy2011, respectively, and we expect that thisgntage will continue
decline. Our legacy services revenues have beednyarexpect they will continue to be, adverselgetiéd by access line losses.
Intense competition and product substitution cargito drive our access line losses. For examplayroansumers are replacing
traditional voice telecommunications service withstitute services, including (i) cable and wirslesice services and
(ii) electronic mail, texting and social networkiegrvices. We expect that these factors will cargito negatively impact our
business. As a result of the expected loss of adoesrevenues, we continue to offer service bingdhnd other product
promotions to help mitigate this trend, as describelow.

. Service bundling and product promotio We offer our customers the ability to bundle riplét products and services. The
customers can bundle local services with otherises\wsuch as broadband, video and wireless. Whileideo and wireless
services are an important piece of our customentigin strategy, they do not significantly conttéito our strategic services
revenues. However, we believe customers valuedheenience of, and price discounts associated vatigiving multiple
services through a single company. While bundleepri
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discounts have resulted in lower average reveraresulr individual products, we believe service beacontinue to positively
impact our customer retention and our ability tmpete with other telecommunications service praidi addition to our
bundle discounts, we also offer from time to tinmeited time promotions on our broadband servicegctvive believe further
aids our ability to attract and retain customerd iacrease usage of our services.

Operating efficiencies We continue to evaluate our operating structackfacus. This involves balancing our workforce
response to our workload requirements, productiwitgrovements and changes in industry, competitehnological and
regulatory conditions.

Pension and po-retirement benefits expens Our indirect parent QCII is required to recogriizés consolidated financii
statements certain expenses relating to its persidrpost-retirement health care and life insurdreseefits plans. These
expenses are calculated based on several assumpticluding among other things discount ratesexpbcted rates of return
plan assets that are generally set at Decembef &dch year. Changes in these assumptions can sigméicant changes in the
combined net periodic benefits expenses QCII reeegnQCII allocates the expenses of these plans #nd certain of its other
affiliates. The allocation of expenses to us isldagpon the demographics of our employees anéestiChanges in QClI's
assumptions can cause significant changes in theeni@dic pension and post-retirement benefiteeasps we recognize.

Strategic Capital Investmer Our capital expenditures continue to be focusedwr strategic services such as broadbanc
the deployment of fiber to the tower ("FTTT"). FTTda type of telecommunications network consistififjber-optic cables
that run from a wireless carrier's mobile telephswéching office to cellular towers to enable thedivery of higher bandwidth
services supporting mobile technologies than wotherwise generally be available through a morditicmal copper-based
telecommunications network.

While these trends are important to und@ding and evaluating our financial results, theebtransactions, additional events,
uncertainties and trends discussed in "Risk Fdtioriéem 1A of Part Il of this report may also regtlly impact our business operations and

financial results.

Results of Operations

The following table summarizes our resafteperations:

Successor Predecessor Combined
Three Months Six Months Three Months Three Months Six Months
Ended Ended Ended Ended Ended

June 30, 2012 June 30, 2012 June 30, 2011 March 31, 2011 June 30, 2011

(Dollars in millions)

Operating

revenue: $ 4,45¢ 2,231 2,26¢ 4,49¢
Operating

expense: 3,53¢ 1,861 1,63( 3,491
Operating incom 921 37C 63€ 1,00¢
Other income

(expense (27€) (89) (14¢) (237)
Income tax

expense 24¢ 11€ 191 307
Net income $ 39¢€ 16E 29¢ 464
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The following table summarizes certain of operational metrics:

Successor
As of As of Increase/
June 30, 2012 June 30, 2011 (Decrease) % Change
(in thousands)

Broadband subscribe 3,24¢ 3,09 152 5%
Access line: 8,27¢ 8,80¢ (52¢) (6)%
Employees 23,50( 25,40( (2,900 (7)%

During the second quarter of 2012, we updlaur methodology for counting broadband subsigitebetter align with the methodology
used by our ultimate parent company, CenturyLink. Nave restated our previously reported amountsfiect this change.

Our access line methodology includes onése access lines that we use to provide sendcesstérnal customers and excludes lines used
solely by us and our affiliates. Our methodologsoaéxcludes unbundled loops and includes stancedomadband subscribers.

Operating Revenues

The following tables summarize our opergtiavenues:

Successor
Three Months Ended Three Months Ended Increase/
June 30, 2012 June 30, 2011 (Decrease) % Change
(Dollars in millions)
Strategic service $ 811 791 20 3%
Legacy service 874 954 (80) (8)%
Affiliates and other service 51C 48€ 24 5%
Total operating revenut $ 2,19¢ 2,231 (36) (2%
Increase/
(Decrease) % Change
Successo Predecesso Combined Successor Successor
Six Months Three Months Three Months Six Months 2012 v 2012 v
Ended June 30, Ended June 30, Ended March 31, Ended June 30, Combined Combined
2012 2011 2011 2011 2011 2011
(Dollars in millions)
Strategic
services $ 1,62 791 792 1,58¢ 40 3%
Legacy
services 1,77 954 1,00z 1,957 (182) (9)%
Affiliates
and othe
services 1,057 48€ 472 95¢ 98 10%
Total
operating
revenue$ 4,45¢ 2,231 2,26¢ 4,49¢ (44) ()%

Strategic Services

Strategic services revenues increasedtimdfdhe comparative periods reflected in thedal@bove due primarily to increases in the

volume of our Ethernet services and increased sdlefgher speed broadband services. Our growthvenues was partially offset by
decreased sales volumes of our private line sesvice

Legacy Services

Legacy services revenues decreased indfdtie comparative periods as a result of loweall@end long-distance services revenues due to

access line loss and reduced access services nedatgel to the aboveéescribed competitive pressures and product sutistit Legacy service
revenues also
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decreased in both of the comparative periods dimater revenues from our traditional WAN servicesised by customer migration, product
substitution and increased competition. Part oftdtberease in legacy services revenues for the ssimcsix months ended June 30, 2012
compared to the combined six months ended Jun2034, is attributable to lower amortization of deéerrevenue due to predecessor deferred
installation and activation revenue being assignedalue at the acquisition date.

Affiliates and Other Services

Affiliates and other services revenueseéased in both of the comparative periods primahily to a change in methodology effective
January 1, 2012 that resulted in both higher atélirevenues and expenses for us. See Note 1—dadigsentation. A portion of the increase
in affiliates and other services revenues for thexessor six months ended June 30, 2012 compathd tmmbined six months ended June 30,
2011 is attributable to telecommunications servigegprovided to affiliates since CenturyLink's Adrj 2011 indirect acquisition of us.

Operating Expenses

The following tables summarize our opemtxpenses:

Successor
Three Months Three Months
Ended June 30, Ended June 30, Increase/
2012 2011 (Decrease) % Change

(Dollars in millions)
Cost of services and products (exclus

of depreciation and amortizatio $ 694 713 (29 3)%
Selling, general and administrati 311 452 (141 (31)%
Operating expens—affiliates 161 73 88 121%
Depreciation and amortizatic 574 622 (49) (8)%

Total operating expens $ 1,74C 1,861 (121 (7)%

Increase/ %

(Decrease) Change
Successol Predecesso Combined Successol  Successo

Six Months Three Months Three Months Six Months 2012 v 2012 v
Ended June 30 Ended June 30 Ended March 31, Ended June 30, Combined Combined

2012 2011 2011 2011 2011 2011

(Dollars in millions)
Cost of

services

and

products

(exclusive

of

depreciatio

and

amortizatio $ 1,437 713 742 1,45k (18) (D%
Selling,

general and

administrativi 65C 452 38t 837 (187 (22)%
Operating

expenses—

affiliates 30t 73 52 12& 18C 144%
Depreciatior

and

amortizatiol 1,14z 625 451 1,07¢ 68 6%

Total

operating
expense: $ 3,53¢ 1,861 1,63( 3,491 43 1%

Effective January 1, 2012, we changed atesr of capitalized labor as we transitioned cetegacy systems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $20 million to $30 millioorease in the amount of labor capitalized
as an asset compared to the amount that wouldbesre capitalized if we had continued to use ouadgg
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systems and a corresponding estimated $20 mikic80 million decrease in operating expenses fistitcessor six months ended June 30,
2012. This change is expected to result in an es¢ichoperating expense reduction of approximatgdyrillion to $50 million for the
successor year ending December 31, 2012.

Cost of Services and Products (exclusive of depration and amortization)

Cost of services and products (exclusivdegreciation and amortization) are expenses iadurr providing products and services to our
customers. These expenses include: employee-radateghses directly attributable to operating anthtaming our network (such as salaries,
wages, benefits and professional fees); facilgigsenses (which include expenses we incur frongusiiher carriers' networks to provide
services to our customers); rents and utilitieseesps; equipment sales expenses (such as modensegpeosts for USF (which reflect our
contributions to certain federal and state funds &éne established to promote the availabilityed¢ommunications services to all consumers at
reasonable and affordable rates, among other thiagd other expenses directly related to our ngtwperations.

These expenses decreased in both of thparative periods reflected in the tables above @riijndue to decreased salaries and wage
benefits, which were partially offset by a paid ¢iwff accounting adjustment for our union employees

Selling, General and Administrative

Selling, general and administrative expsrese expenses incurred in selling products andcesrto our customers, corporate overhead
and other operating expenses. These expenseséanelimbloyee-related expenses (such as salariesswaternal commissions, benefits and
professional fees) directly attributable to sellprgducts or services and employee-related expdosasiministrative functions; marketing and
advertising; taxes (such as property and othes)exed fees; external commissions; bad debt expandeother operating expenses.

During the first quarter of 2012, we resléisd certain operating expenses from our sellgeneral and administrative expenses to our
of services and products (exclusive of depreciatiod amortization) to better reflect our expensésted to providing services to our affiliates.
As a result, we reclassified previously reportedants to conform to the current period presentafiam the predecessor three months ended
March 31, 2011 and the successor three months ehohed30, 2011, this reclassification resulted iadaction of selling, general and
administrative expenses of $116 million and $120ioni, respectively.

These expenses decreased in both of thparative periods reflected in the tables above griigndue to decreased salaries and wages,
benefits, bad debt, and professional fees. Thisedse was partially offset by an increase in margetnd advertising expenses.

Operating Expenses—Affiliates

Effective January 1, 2012, in connectiothwgiost-acquisition systems integration activities,adopted the affiliate expense allocation
methodology used by our ultimate parent. This meohagy results in certain overhead costs incurgeddand by our ultimate parent that w
previously assessed to us on a net basis now bes&ssed on a gross basis both to and from oonatétiparent, resulting in both higher
affiliate revenues and expenses for us. We beligigechange, resulting from systems integratioiviiets, did not have a significant impact to
our net income for the successor three and six Insogrided June 30, 2012.

Since CenturyLink's indirect acquisitionusf, we have incurred affiliates expenses relatenlit use of telecommunications services,
marketing and employee related support servicesged to us by
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CenturyLink and certain of its subsidiaries. A pamtof the increase in operating expenses—affiidte the successor six months ended
June30, 2012 compared to the combined six montihsdedune 30, 2011 is attributable to incurringéhagercompany expenses for the entire
2012 period compared to only half of the 2011 pkrio

Depreciation and Amortizatiot

The following tables provide detail regaglidepreciation and amortization expense:

Successol
Three Months Three Months
Ended June 30, Ended June 30, Increase/ %
2012 2011 (Decrease) Change
(Dollars in millions)
Depreciatior $ 287 304 a7 (6)%
Amortization 287 31¢ (32 (10)%
Total depreciation ar
amortization $ 574 62: (49 (8)%
Increase/
(Decrease) % Change
Successo Predecesso Combined
Six Months Three Months Successo Successo
Ended June 30 Ended June 30 Three Months Six Months 2012 v 2012 v
Ended March 31, Ended June 30 Combined Combined
2012 2011 2011 2011 2011 2011
(Dollars in millions)
Depreciatior $ 581 304 392 697 (11€) 17)%
Amortization 561 31¢ 58 377 184 49%
Total
depreciat
and
amortizat $ 1,142 623 451 1,07¢ 68 6%

In connection with us being acquired agpfil 1, 2011, our property, plant and equipmensweacognized at fair value, which reduced
recognized amounts of our net property, plant apdpenent. This decrease in asset value result882mmillion lower depreciation expense
the successor six months ended June 30, 2012ngsaced to the combined six months ended June 34, Hifective January 1, 2012, we a
changed our estimates of the economic lives ohizetelecommunications equipment. These change#tedsn an additional decrease to
depreciation expense of approximately $13 milliod 26 million for the successor three and six me®inded June 30, 2012, respectively.

The accounting for CenturyLink's indirectaisition of us also resulted in additional anmatile intangible customer relationship assets,
which increased amortization expense approxim&es8 million for the successor six months endea R 2012, as compared to the
combined six months ended June 30, 2011. In additior capitalized software was also recognizddiavalue, which resulted in an increase
of $59 million in amortization expense for the sessor six months ended June 30, 2012, as compatied tombined six months ended
June 30, 2011.

Excluding the effects of CenturyLink's iretit acquisition of us, depreciation and amortimagxpense decreased $19 million and
$31 million for the successor three and six moetided June 30, 2012, respectively, due to annwhtap of our depreciation rates for
capitalized assets, as partially offset by net ghaw capital assets.
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Other Consolidated Results
The following tables summarize our totdletincome (expense) and income tax expense:

Successor
Three Months Three Months
Ended Ended Increase/ %
June 30, 2012 June 30, 2011 (Decrease) Change
(Dollars in millions)

Interest expens $ (116) (898) 28 32%
Loss on early retirement «
debt (46) D 45 nm
Other expens 2 — 2 nm
Total other incomi
(expense $ (164) (89) 75 84%
Income tax expens $ 113 11€ ©) 3)%
Increase/
(Decrease) % Change
Successor Predecessor Combined Successor Successor
Six Months Three Months Three Months Six Months 2012 v 2012 v
Ended Ended Ended Ended Combined Combined
June 30,2012  June 30, 2011 March 31,2011 June 30, 2011 2011 2011
(Dollars in millions)
Interest
expense $ (229 (898) (150 (23¢) 9) (4%
Loss on
early
retiremen
of debt (46) (@D} — (@) 45 nm
Other
(expense
income @ — 2 2 3 nm
Total
other
income
(expense& (27¢€) (89) (14¢) (237) 39 16%
Income tax
expense $ 24¢ 11€ 191 307 (58) (19)%

nm—Percentages greater than 200% and comparisonsdrepesitive and negative values or to/from zeroeslare considere
not meaningful

Interest Expense

Interest expense increased in the succ#ss® months ended June 30, 2012 compared taiticessor three months ended June 30, 2011
primarily due to a substantial reduction in the amtoof debt premium amortization due to the reteatrof several issuances of debt since
June 30, 2011. This was partially offset by a desedn coupon interest due to the retirement aére¢vssuances of debt since June 30, 201
some cases replaced with lower coupon debt. Intexgense decreased in the successor six montes dnde 30, 2012 compared to the
combined six months ended June 30, 2011 due tsatime reason as the three month variance howeveawdisser impact from reduced
amortization.

Loss on Early Retirement of Debt

On April 18, 2012, we completed a premiuritgd cash tender offer to purchase a portion of@&11 million of 8.375% Notes due 2016
and our $400 million of 7.625% Notes due 2015. Wibpect to our 8.375% Notes due 2016, we receimddaccepted tenders of
approximately $575 million aggregate principal amioof these notes, or 71%, for $722 million inchglia premium, fees and accrued interest.
With respect to our 7.625% Notes due 2015, we vedeqind accepted tenders of approximately $308omidiggregate principal amount of
these notes, or 77%, for $369 million
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including a premium, fees and accrued interest.ctimepletion of this tender offer resulted in a 10§$46 million.
Income Tax Expense

Income tax expense for the successor sixtinscended June 30, 2012 was $249 million, or tetedfe tax rate of 38.6%, as compared to
income tax expense for the combined six monthseddee 30, 2011 of $307 million, or an effective tate of 39.8%.

Liquidity and Capital Resources
Overview

We are an indirectly wholly owned subsigliaf CenturyLink. As such, factors relating to,adfecting, CenturyLink's liquidity and capital
resources could have material impacts on us, iimduidnpacts on our credit ratings, our access pitabmarkets and changes in the financial
market's perception of us.

CenturyLink has cash management arrangentetiveen certain of its subsidiaries that inclirtes of credit, affiliate 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 timendér these arrangements, the majorit
our cash balance is advanced on a daily basisntuGgink. From time to time we may declare and paydends to QSC in excess of our
earnings to the extent permitted by applicabledaimg cash repaid to us under these advances Wwhgthe net effect of reducing the amount
of these advances. Our debt covenants do not clyrfenit the amount of dividends we can pay to Q®3ven our cash management
arrangement with our ultimate parent, CenturyLigkd the resulting amounts due to us from Centulylarsignificant component of our
liquidity is dependent upon CenturyLink's abilityrepay its obligation to us.

As of the successor date of June 30, 20&ZXad a working capital deficit of $1.6 billiorfiecting current liabilities of $3.9 billion and
current assets of $2.3 billion, compared to a wagldapital deficit of $917 million as of the suceasdate of December 31, 2011. The change
in our working capital position is primarily due 4o increase in the current maturities of long-tdeht of $1.2 billion and notes payable—
affiliates of $583 million which were partially ai¢t by an increase in the amounts owed to us bygffiliates of $1.2 billion as of the successor
date of June 30, 2012, as well as decreases imatcpayable and accounts payable-affiliates o8%8dlion. Our current maturities of long-
term debt balances were unusually high as of theessor date of June 30, 2012 primarily due tcaaticipation of retiring $484 million
aggregate principal amount of debt on July 20, A@istussed below). We have historically operatétl & working capital deficit due to our
practice of declaring and paying regular cash @i to QSC. As long as we continue declaring dagtiends to QSC, it is likely that we w
continue to operate with a working capital definithe future. We anticipate that any future ligtyicheeds not met through our cash provided
by operating activities and amounts due to us f@enturyLink could be met through capital contribas or advances from CenturyLink.

Debt and Other Financing Arrangement

Subject to market conditions, from timeitoe we expect to continue to issue debt securitiesfinance our maturing debt. The
availability, interest rate and other terms of aew borrowings will depend on the ratings assigmedly the three major credit rating agencies,
among other factors.

On July 20, 2012, we redeemed all $484ionilbf our 7.5% Notes due 2023, which resultedniinamaterial loss.
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On June 25, 2012, we issued $400 milliogregate principal amount of 7.00% Notes due 205Xa&hange for net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The notes are unsecured obligatiorsraay be redeemed, in whole or in part,
on or after July 1, 2017 at a redemption price etjua00% of the principal amount redeemed pluswext interest.

On April 18, 2012, we completed a cash éemdfer to purchase a portion of our $811 milla8.375% Notes due 2016 and our
$400 million of 7.625% Notes due 2015. With respeatur 8.375% Notes due 2016, we received andosedeenders of approximately
$575 million aggregate principal amount of thestespor 71%, for $722 million including a premiui@es and accrued interest. With respe
our 7.625% Notes due 2015, we received and accéphelers of approximately $308 million aggregaiagipal amount of these notes, or 7'
for $369 million including a premium, fees and amat interest. The completion of this tender oféeulted in a loss of $46 million. In
connection with consummating this tender offer,b@erowed from a CenturyLink affiliate approximatéi$83 million under a revolving
promissory note, payable upon demand. The notessaured and is pari passu to our Senior Notes.

On April 2, 2012, we issued $525 milliorgaggate principal amount of 7.00% Notes due 205%ahange for net proceeds, after
deducting underwriting discounts and expenses508%nillion. The notes are unsecured obligatiordsraay be redeemed, in whole or in part,
on or after April 1, 2017 at a redemption priceada 100% of the principal amount redeemed plueswse interest.

On April 6, 2012, CenturyLink amended aastated its revolving credit facility (the "Cre#iacility") to increase the aggregate principal
amount available to $2.0 billion, including $400lian of letter of credit capacity, for the genecalrporate purposes of itself and its
subsidiaries. CenturyLink's obligations under thredt Facility are guaranteed by QCII and our pgr&sC. As of June 30, 2012, there was
$250 million in borrowings and zero in letters oédit outstanding under the Credit Facility. Ceplimk also maintains a separate letter of
credit arrangement with a financial institutiorvthich we have access.

As of the successor date of June 30, 20&Xelieve we were in compliance with the provisiamd covenants of our debt agreements.
Capital Expenditures

We incur capital expenditures on an ongdiagis in order to enhance and modernize our nesyoompete effectively in our markets and
expand our service offerings. We evaluate capkpeaditure projects based on a variety of factoduding expected strategic impacts (such
as forecasted revenue growth or productivity, expeand service impacts) and our expected retumnvastment. The amount of capital
investment is influenced by, among other thingsnaed for our services and products, cash genebgtegerating activities and regulatory
considerations. Our 2012 capital expenditures lvéldetermined in part by the strategic initiatigésur ultimate parent, CenturyLink.

Our capital expenditures continue to bei$eel on primarily our broadband services. ThrougB6a2, we anticipate that our fiber
investment, which includes FTTT, will be slightlywer to that spent in 2011. FTTT is a type of telamunications network consisting of
fiber-optic cables that run from a wireless calsi@nobile telephone switching office to cellulawgrs to enable the delivery of higher
bandwidth services supporting mobile technolodias twould otherwise generally be available throaghore traditional copper-based
telecommunications network.

CenturyLink, our ultimate parent, has adreeaccept approximately $35 million of the $90lion available to it from Phase 1 of the
Federal Communications Commission's ("FCC") ConAacerica Fund ("CAF") established by Congress tp lelecommunications carriers
defray the cost of providing broadband accessrtmte customers. Of the $35 million, we will receive
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approximately $30 million and intend to use thedsito deploy broadband service for up to 39,000d®im unserved rural areas principally in
Colorado, Minnesota, New Mexico and Washington.t@shink has determined that restrictions on the akthese funds have made
acceptance of additional CAF funds uneconomicaht@gLink has, however, filed with the FCC a waiagplication, which, if granted, wou
allow us to deploy broadband services with CAF tutalapproximately 56,000 more homes in high-castewed areas in our markets.

Pension and Po+retirement Benefit Obligations

QCll is subject to material obligations enits existing defined benefit pension and othestyetirement benefit plans. The plans are
measured annually at December 31. As of the suacdase of December 31, 2011, the accounting urgdrstiatus of QCII's pension and other
post-retirement benefit obligations was $650 milland $2.7 billion, respectively.

A substantial portion of our employees ipgrate in the QCII pension plan. Historically, @@bs only required us to pay our portion of
pension contribution. Our contributions are notreggted or restricted to pay amounts due to out@raps and may be used to provide
benefits to other employees of QCllI's affiliates.

Benefits paid by QCII's qualified pensidarpare paid through a trust. Based on current Evadscircumstances, QCII will not be required
to make a cash contribution to this plan in 201@ lased on current funding laws and regulatios itrilikely QCII will be required to make a
cash contribution in 2013. The amount of requiredtgbutions to QCII's plan in 2013 and beyond d#pend on earnings on plan investme
prevailing interest and discount rates, demogragkierience, changes in plan benefits and anydughanges in funding laws and regulati

Certain of QCII's post-retirement healthecand life insurance benefits plans are unfunfedust holds assets that are used to help cover
the health care costs of certain retirees. As afder 31, 2011, the fair value of the trust assats$643 million; however, a portion of these
assets is comprised of investments with restrititpddity. QCII estimates that the more liquid ass@ the trust will be adequate to provide
continuing reimbursements for covered post-retirgrhealth care costs for approximately four yebased on current circumstances.
Thereafter, covered benefits will be paid eitheeclly by QCII or from the trust as the remainirsgets become liquid. This projected four year
period could be substantially shorter or longeratheling on changes in projected health care cedtgns on plan assets, the timing of
maturities of illiquid plan assets and future chesiin benefits.

QClI's estimated annual long-term rateetfim on the pension and post-retirement plans &isgets is 7.5% based on the assets currently
held; however, actual returns could vary widelaity given year.
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Historical Information

The following table summarizes our caskfhrtivities:

Increase/
(Decrease)
Successor Predecessor Combined Successor
Six Months Three Months Three Months Six Months 2012 v
Ended Ended Ended Ended Combined
June 30, 2012 June 30, 2011 March 31, 2011 June 30, 2011 2011
(Dollars in millions)
Net cash provide
by operating
activities $ 1,78¢ 61C 86¢ 1,47¢ 30¢
Net cash used i
investing
activities (1,960) (490) (33%) (825) 1,13¢
Net cash provide
by (used in)
financing
activities 173 (309) (525) (8349) 1,007

Net cash provided by operating activitiesréased primarily in the successor six months@ddee 30, 2012 as compared to the comk
six months ended June 30, 2011 due to changefiliatafbalances which were slightly offset by chas to deferred income taxes.

Net cash used in investing activities iasex in the successor six months ended June 3B a20dompared to the combined six months
ended June 30, 2011 primarily due to changes iraduances to affiliates resulting from the majoafyour cash balance being transferred on a
daily basis to CenturyLink. This increase is pélitiaffset by proceeds from the sale of property.

Net cash provided by financing activitissreased in the successor six months ended Ju2®B8® primarily due to a decrease in
dividends paid to QSC and an increase in noteshpaya our affiliates.

Certain Matters Related to CenturyLink's Indirectejuisition of Us

Effective after CenturyLink's indirect agsjtion of us, we are included in the consolidafediral income tax return of CenturyLink.
CenturyLink is in the process of developing a pxjuisition intercompany agreement for allocatibnansolidated income tax liabilities. We
will continue to account for income tax expenseaa@tand-alone basis. We are also included in cectainbined state tax returns filed by
CenturyLink and the same accounting will apply.

As of the successor date of June 30, 20&%aid certain costs that were associated withtu@@nnk's indirect acquisition of us. These
costs include compensation costs comprised of tietebhonuses and severance. The final amountsiamgtof the compensation costs to be
paid is partially dependent upon personnel decsstbat continue to be made as part of the continuitegration process. These amounts may
be material.

In accounting for CenturyLink's indirecihagsition of us, we recognized our debt securiietheir estimated fair values, which totaled
$8.498 billion as of April 1, 2011. Our acquisitidate fair value estimates were based primarilgusted market prices in active markets and
other observable inputs where quoted market priege not available. The fair value of our debt siies exceeded their stated principal
balances on the acquisition date by $530 milliohiclv we recorded as premium.
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The table below summarizes the premiumggeized as a reduction to interest expense orguished during the periods indicated:

Successor
Six Months Nine Months
Ended Ended Total Since
June 30, 2012 December 31, 2011 Acquisition
(Dollars in millions)

Amortized $ 36 35 71
Extinguished(1 12¢ 59 187
Total premiums recognize $ 164 94 25¢

D) See "Debt and Other Financing Arrangements"” foreniimiormation.

The remaining premium of $272 million asteé successor date of June 30, 2012 will reduegdast expense in future periods, unless
otherwise extinguished.

Other Matters

CenturyLink and QCII are involved in sevdegal proceedings to which we are not a party, tfiaesolved against them, could have a
material adverse effect on their business and éiadwsondition. As a wholly owned subsidiary of @anyLink and QCII, our business and
financial condition could be similarly affected. Yoan find descriptions of these legal proceeding3enturyLink's and QCII's quarterly and
annual reports filed with the SEC. Because we atarparty to any of the matters, we have not axtany liabilities for these matters.

Off-Balance Sheet Arrangements

We have no special purpose or limited psepentities that provide off-balance sheet finagdiquidity, or market or credit risk support
and we do not engage in leasing, hedging, or cingifar activities that expose us to any significkabilities that are not (i) reflected on the
face of the consolidated financial statementsipdiscussed under the heading "Market Risk" belbkhere were no substantial changes to our
off-balance sheet arrangements or contractual afidigs in the successor six months ended Juned3@, #vhen compared to the disclosures
provided in our Annual Report on Form 10-K for tfear ended December 31, 2011.

Market Risk

We are exposed to market risk from changé@sterest rates on our variable rate long-tertot dbligations. We seek to maintain a
favorable mix of fixed and variable rate debt inedfort to limit interest costs and cash flow vdigt resulting from changes in rates.

From time to time, we have used derivaingtruments to (i) lock-in or swap our exposuretianging or variable interest rates for fixed
interest rates or (ii) to swap obligations to piaxgd interest rates for variable interest ratesofthe successor date of June 30, 2012, we had n
such instruments outstanding.

There were no material changes to mark&srarising from changes in interest rates foistiezessor six months ended June 30, 2012,
when compared to the disclosures provided in ourvahReport on Form 10-K for the year ended Decer8be2011.
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Other Information

Our website is the same as that of oumalte parent company, CenturyLink, whiciwisw.centurylink.comWe routinely post important
investor information in the "Investor Relationstsen of our website dt.centurylink.com The information contained on, or that may be
accessed through, our website is not part of thésterly report. You may obtain free electroniciespof our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current report$orm 8-K and all amendments to those reports iffltheestor Relations" section of our
website (ir.centurylink.com) under the heading "SEC Filings." These reporsaamilable on our website as soon as reasonadtyigeble afte
we electronically file them with the SEC.

In addition to historical information, this MD&A @tudes certain forward-looking statements that laased on current expectations only,
and are subject to a number of risks, uncertaindied assumptions, many of which are beyond ourabmctual events and results may differ
materially from those anticipated, estimated orjpoted if one or more of these risks or uncertaimtinaterialize, or if underlying assumptions
prove incorrect. Factors that could affect actuasults include but are not limited to: the timisgccess and overall effects of competition 1
a wide variety of competitive providers; the rigkiserent in rapid technological change; the effeaft®ngoing changes in the regulation of the
communications industry (including those arising olithe Federal Communications Commission's Oct@Be2011 order regarding
intercarrier compensation and the USF, among othérgs); our ability to effectively adjust to chawin the communications industry and
changes in the composition of our markets and peochix caused by CenturyLink's recent acquisitiohSavvis, QCII and Embarq;
CenturyLink's ability to successfully integrate tperations of Savvis and QCII (including us) ifttooperations, including the possibility that
the anticipated benefits from these acquisitionsnca be fully realized in a timely manner or at, alt that integrating the acquired operations
will be more difficult, disruptive or costly thamtécipated; CenturyLink's and QCII's ability to uset operating loss carryovers in projected
amounts; CenturyLink's ability to effectively maeaiy expansion opportunities, including retainargd hiring key personnel; possible chan
in the demand for, or pricing of, our products asetvices; our ability to successfully introduce mawduct or service offerings on a timely ¢
cost-effective basis; our continued access to tredrkets on favorable terms; our ability to collecir receivables from financially troubled
communications companies; any adverse developriretggal proceedings involving CenturyLink or QQlihanticipated increases or other
changes in our future cash requirements, whethased by unanticipated increases in capital expenel, increases in CenturyLink or QCII's
pension funding requirements or otherwise; ourigptb successfully negotiate collective bargainagyeements on reasonable terms witk
work stoppages; the effects of adverse weatheeratbks referenced from time to time in this radorcluding in "Risk Factors" in Item 1A of
Part 1l of this report) or other of our filings witthe SEC; and the effects of more general factoch as changes in interest rates, in tax re
in accounting policies or practices, in operatimgedical, pension or administrative costs, in gehararket, labor or economic conditions, or
in legislation, regulation or public policy. Youalid be aware that new factors may emerge from torine and it is not possible for us to
identify all such factors nor can we predict thepant of each such factor on the business or thenéxé which any one or more factors may
cause actual results to differ from those refledtedny forward-looking statements. You are furtbautioned not to place undue reliance on
these forward-looking statements, which speak aslgf the date of this report. We undertake nogaliion to update any of our forward-
looking statements for any reason.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We have omitted this information pursuanGeneral Instruction H (2).

ITEM 4. CONTROLS AND PROCEDURES

Conclusion Regarding the Effectiveness of DiscloseirControls and Procedures

The effectiveness of our or any systemisgldsure controls and procedures is subject t@icelimitations, including the exercise of
judgment in designing, implementing and evaluatirgycontrols and procedures, the assumptions nsddritifying the likelihood of futur
events and the inability to eliminate misconduanptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureyrpor any system of disclosure controls and procesican provide only reasonable assurance
regarding management's control objectives.

Glen F. Post, llI, the Chief Executive ©fi of CenturyLink and us, and R. Stewart Ewing,tBe Chief Financial Officer of CenturyLink
and us, have evaluated the design and operatioarafisclosure controls and procedures (as defm&ulles 13a-15(e) and 15d-15(e) of the
Securities Exchange Act of 1934, or the "Exchangg&)fas of June 30, 2012. Based on that evaluaki@ssrs. Post and Ewing concluded that
our disclosure controls and procedures are desjgmetlare effective, to provide reasonable assertirat the information required to be
disclosed by us in the reports that we file untierExchange Act is timely recorded, processed, sanaed and reported and to ensure that
information required to be disclosed in the reptita we file or furnish under the Exchange Aadsumulated and communicated to our
management, including Messrs. Post and Ewingnraaner that allows timely decisions regarding regglidisclosure.

There were no changes in our internal @bwiver financial reporting during the second geladf 2012 that materially affected, or that we
believe is reasonably likely to materially affemtir internal control over financial reporting.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 8—Comnetits and Contingencies included in Item 1 of Paftthis report is incorporated herein by
reference.

ITEM 1A. RISK FACTORS

Any of the following risks could material§nd adversely affect our business, financial domdiresults of operations, liquidity or
prospects. The risks described below are not thertgks facing us. Please be aware that additideks and uncertainties not currently known
to us or that we currently deem to be immateriald@lso materially and adversely affect our bussn@perations.

Risks Affecting Our Business

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

We compete in a rapidly evolving and higbbmpetitive market, and we expect competitiondotinue to intensify. We are facing gree
competition from cable companies, wireless prodgdbroadband companies, resellers and sales agehfacilitiesbased providers using thi
own networks as well as those leasing parts ohetwork. In addition, regulatory developments aber past several years have generally
increased competitive pressures on our businesst@some of these and other factors, we continl@se access lines.

Some of our current and potential competifg offer a more comprehensive range of commatioos products and services, (ii) have
market presence, engineering and technical capabijland financial and other resources greater olias, (iii) own larger and more diverse
networks, (iv) conduct operations or raise cafta lower cost than us, (v) are subject to legslation, (vi) offer greater online content or
(vii) have substantially stronger brand names. €quently, these competitors may be better equippetiarge lower prices for their products
and services, to provide more attractive offeringsjevelop and expand their communications andar&tinfrastructures more quickly, to
adapt more swiftly to new or emerging technologied changes in customer requirements, and to dgve&ter resources to the marketing and
sale of their products and services.

Competition could adversely impact us imesal ways, including (i) the loss of customers aratket share, (ii) the possibility of
customers reducing their usage of our servicesitirg) to less profitable services, (iii) reduckdffic on our networks, (iv) our need to expe
substantial time or money on new capital improveinpeojects, (v) our need to lower prices or inceeamrketing expenses to remain
competitive and (vi) our inability to diversify tsuccessfully offering new products or services.

We are continually taking steps to resptanthese competitive pressures, but these effoaismot be successful. Our operating results
financial condition would be adversely affectethiése initiatives are unsuccessful or insufficeemd if we otherwise are unable to sufficiently
stem or offset our continuing access line losselsoam revenue declines significantly without cop@sding cost reductions. If this occurred,
our ability to service debt and pay other obligasievould also be adversely affected.

Our legacy services continue to generate declinfiegenues, and our efforts to offset these declingsy not be successful.

The telephone industry has experiencecchngein access lines and network access revemdgsh, coupled with the other changes
resulting from competitive, technological and regaty

33




Table of Contents
developments, continue to place downward pressutberevenues we generate from our legacy services
We have taken a variety of steps to couttese declines, including:

. an increased focus on selling a broader rangeatksfic services, including broadband, video (idirig resold satellite video
services) and wireless voice services provided é5i2én Wireless; and

. greater use of service bundles.

However, some of these strategic servieeeiate lower profit margins than our traditiorezivices, and some can be expected to
experience slowing growth as increasing numbemiogxisting or potential customers subscribe és¢hnewer products. Moreover, we car
assure you that the revenues generated from oupfferings will offset revenue losses associatedfreduced sales of our legacy products.
Similarly, we cannot assure you that our new seroiferings will be as successful as anticipatedddition, our reliance on services provided
by others could constrain our flexibility, as désed further below.

Unfavorable general economic conditions could neigaty impact our operating results and financial ndition.

Unfavorable general economic conditionsluding the unstable economy and the current cradiket environment, could negatively
affect our business. Worldwide economic growth ieen sluggish since 2008, and many experts beliete confluence of factors in the
United States, Europe and developing countries maswlt in a prolonged period of economic downtstaw growth or economic uncertainty.
While it is difficult to predict the ultimate imptof these general economic conditions, these tiondi could adversely affect the affordability
of and consumer demand for some of our productsandces and could cause customers to shift tel@siced products and services or to
delay or forgo purchases of our products and sesvidny one or more of these circumstances couldecaur revenues to continue declining.
Also, our customers may encounter financial hagsbi may not be able to obtain adequate accesedd, which could affect their ability to
make timely payments to us. In addition, as diseddslow, unstable economic and credit marketsprnagiude us from refinancing maturing
debt at terms that are as favorable as those froithvwve previously benefited, at terms that areeptable to us or at all. For these reasons,
among others, if the current economic conditionsipeor decline, this could adversely affect opemting results and financial condition, as
well as our ability to raise capital.

We may need to defend ourselves against claims Wainfringe upon others' intellectual property rigs, or may need to seek third-party
licenses to expand our product offerings.

From time to time, we receive notices fritnind parties or are named in lawsuits filed bydtparties claiming we have infringed or are
infringing upon their intellectual property righta/e may receive similar notices or be involvedimikr lawsuits in the future. Responding to
these claims may require us to expend signifidam tnd money defending our use of affected tedwyyplmay 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 profitgima may decline. In addition, in responding tes# claims, we may be required to stop
selling or redesign one or more of our productsesvices, which could significantly and adversdfea the way we conduct business.

Similarly, from time to time, we may needdbtain the right to use certain patents or oititetlectual property from third parties to be ¢
to offer new products and services. If we cannot
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license or otherwise obtain rights to use any megliechnology from a third party on reasonablmggour ability to offer new products and
services may be restricted, made more costly ayeel

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

We rely on reseller and sales agency aaegts with other companies to provide some o§émeices that we sell to our customers,
including video services and wireless products serdices. If we fail to extend or renegotiate th@sangements 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 experienceptiara to their services. In addition, as a res@ltesales 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.

We could be harmed by security breaches, damagesttoer significant disruptions or failures of our @works, IT infrastructure or related
systems, or of those we operate for certain of oustomers

To be successful, we will need to contipuaviding our customers with a high capacity, fgikeand secure network. We face the risk, as
does any company, of a security breach, whetheugtr cyber attack, malware, computer viruses, sgieotor other significant disruption of
our IT infrastructure and related systems (inclgdiar billing systems). As a communications ang¢dmpany, we face an added risk of a
security breach or other significant disruptioroaf public networks or IT infrastructure and rethsystems that we develop, install, operate
and maintain for certain of our business and gavemtal customers. Moreover, as a communicationdaecdmpany, we face a heightened
risk of a security breach or disruption from unawired access to our and our customers' proprietaciassified information on our public
networks or internal systems or the systems thadpegate and maintain for certain of our customers.

Although we make significant efforts to min the security and integrity of these typesmédrmation and systems, there can be no
assurance that our security efforts and measulebenéffective or that attempted security breaatredisruptions would not be successful or
damaging, especially in light of the growing sopibaion of cyber attacks and intrusions. We maybable to anticipate all potential types of
attacks or intrusions or to implement adequateriigdoarriers or other preventative measures.

Additional risks to our network and infrastture include:

. power losses or physical damage, whether causéicehbadverse weather conditions, terrorism or otlise;
. capacity limitations

. software and hardware defects or malfunctis

. programming, processing and other human error; and

. other disruptions that are beyond our control.
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Network disruptions, security breaches aifer significant failures of the above-describgstems could:

. disrupt the proper functioning of these networkd aystems and therefore our operations or thosertdin of our customers;

. result in the unauthorized access to, and destrudtiss, theft, misappropriation or release oppiedary, confidential, sensiti\
or otherwise valuable information of ours, our casers or our customers' end users, including tsadeets, which others could
use for competitive, disruptive, destructive orasthise harmful purposes and outcomes;

. require significant management attention or finah@sources to remedy the damages that resutarange our systen

. subject us to claims for contract breach, damagesljts, fines, penalties, termination or otheredias, particularly with respe
to service standards set by state regulatory cosiomis; or

. result in a loss of business, damage our reputatioong our customers and the public generally estibbis to additione
regulatory scrutiny or expose us to litigation.

Likewise, our ability to expand and update information technology infrastructure in respero our growth and changing needs is
important to the continued implementation of owvrservice offering initiatives. Our inability to pand or upgrade our technology
infrastructure could have adverse consequenceshvebiuld include the delayed implementation of sevwice offerings, increased acquisition
integration costs, service or billing interruptipasd the diversion of development resources.

Any or all of the foregoing developmentsilcbhave a negative impact on our results of opmrat financial condition and cash flows.

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

The communications industry is experiend@iggificant technological changes, many of which educing demand for our traditional
voice services or are enabling our current custerttereduce or bypass use of our networks. Teclizabchange could also require us to
expend capital or other resources in excess oéntlyrcontemplated levels, or to forego the devedept or provision of products or services
that others can provide more efficiently. If we ao# able to develop new products and serviceg#ép pace with technological advances, or if
those products and services are not widely accdptedistomers, our ability to compete could be ashly affected and our market share could
decline. Any inability to keep up with changeségctinology and markets could also adversely affecoperating results and financial
condition, as well as our ability to service deld 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 expege substantial consolidation over the last 1@€dys, and some of our competitors have
combined with other telecommunications providegsuiting in competitors that are larger, have nfioi@ncial and business resources, and
have broader service offerings. Further consolietiould increase competitive pressures, and adrsely affect our operating results and
financial condition, as well as our ability to sieesrdebt and pay other obligations.
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We have a significant amount of goodwill on our lzaice sheet. If our goodwill becomes impaired, weynh@ required to record a
significant charge to earnings and reduce our stéakder's equity.

Under generally accepted accounting priesipgoodwill is reviewed for impairment on an aahbasis or more frequently whenever
events or circumstances indicate that its carryeige may not be recoverable. If our goodwill isetlmined to be impaired in the future, we
may be required to record a significant, non-cdsdrge to earnings during the period in which thpdirment is determined.

We rely on a limited number of key suppliers, vemsidandlords and other third parties to operate rousiness.

We depend on a limited number of supplérd vendors for equipment and services relatirmutanetwork infrastructure. Our local
exchange carrier networks consist of central oféind remote sites, all with advanced digital swatchf any of these suppliers experience
interruptions or other problems delivering or sein these network components on a timely basispparations could suffer significantly. To
the extent that proprietary technology of a supptien integral component of our network, we mayéehlimited flexibility to purchase key
network components from alternative suppliers.ddiion, we rely on a limited number of softwarenders to support our business
management systems. In the event it becomes negésseek alternative suppliers and vendors, wg Ipeaunable to obtain satisfactory
replacement supplies, services, space or utilitieeconomically attractive terms, on a timely basisat all, which could increase costs or ci
disruptions in our services.

Portions of our property, plant and equipment arechted on property owned by third partie

Over the past few years, certain utilitesperatives and municipalities in certain of sketes in which we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that these éeditare successful in increasing the amount we pa
for these attachments, our future operating codtsnerease.

In addition, we rely on rights-of-way, coldion agreements and other authorizations grantegvernmental bodies and other third
parties to locate our cable, conduit and other ogtwequipment on their respective properties. if ahthese authorizations terminate or lapse,
our operations could be adversely affected.

We depend on key members of our senior managemesamnt

Our success depends largely on the skikiserience and performance of a limited numbeenfs officers. Competition for senior
management in our industry is intense and we mag déficulty retaining our current senior officess attracting new ones in the event of
terminations or resignations. For a discussioriroflar retention concerns relating to our recentgees, please see the risks described below
under the heading "Risks Relating to Our Recentu#sitions."

Risks Relating to our Recent Acquisition

We may be unable to integrate successfully the L@ag&enturyLink and Qwest businesses and realizedhécipated benefits of the
acquisition.

CenturyLink's indirect acquisition of uvatved the combination of two companies which poegly operated as independent public
companies. We have devoted, and will continue tmtde significant management attention and ressu@@tegrating the business practices
and operations of
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Legacy CenturyLink and Qwest. We may encounteratiffies in the integration process, including thkowing:

. the inability to successfully combine our businsessea manner that permits the combined compaghieve the cost savings
and operating synergies anticipated to result fieenacquisition, either due to technological chagks, personnel shortages,
strikes or otherwise, any of which would resulthie anticipated benefits of the acquisition nohgeiealized partly or wholly in
the time frame currently anticipated or at all;

. lost sales as a result of customers of eitherefwo companies deciding not to do business wigthcimbined compan
. the complexities associated with managing the coetbbusinesses out of several different locatiowisiategrating personnel

from the two companies, while at the same timengiteng to provide consistent, high quality produssl services under a
unified culture;

. the additional complexities of combining two comigsnwith different histories, regulatory restrictsy sales forces, marketing
strategies, product markets and customer bases;

. the failure to retain key employees, some of whomla be critical to integrating the compani

. potential unknown liabilities and unforeseen insezhexpenses or regulatory conditions associatidtié acquisition; an

. performance shortfalls at one or both of the twmpanies as a result of the diversion of managematiéntion caused by

integrating the companies' operations.

For all these reasons, you should be atisatet is possible that the integration proceadaoesult in the distraction of our management,
the disruption of our ongoing business or incoesistes in our products, services, standards, dsnpmcedures and policies, any of which
could adversely affect our ability to maintain tedaships with customers, vendors and employeé¢s achieve the anticipated benefits of the
acquisition, or could otherwise adversely affeatlousiness and financial results.

QCII cannot assure you whether, when or in what aomds they will be able to use their net operatiragses.

At December 31, 2011, QCII had approxime$#.3 billion of federal net operating lossesN@Ls. These NOLs can be used to offset
their future federal taxable income.

CenturyLink's acquisition of QCII caused"awnership change" under federal tax laws relatinthe use of NOLs. As a result, these laws
could limit CenturyLink's ability to use QCII's NGland certain other deferred tax attributes toceduture federal taxable income. QCI|I
currently expects to use substantially all of tid@Ls and certain other deferred tax attributesweleer, if QCII is unable to realize these
benefits, its and CenturyLink's future income tayments would be higher than expected, which wadkkrsely affect its financial results and
liquidity. As a wholly owned subsidiary of thesengoanies, our financial results and liquidity cobklsimilarly affected.
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Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the KPNQwest litigation,adher material litigation of CenturyLink could hava material adverse impact on ol
financial condition and operating results, on theading price of our debt securities and on our aibjlto access the capital marke

As described in Item 1 of Part | of Centiink's and QCII's Quarterly Reports on Form 10-@Qtfe quarter ended June 30, 2012,
CenturyLink and QCII are involved in several legadceedings that, if resolved against them, coalgela material adverse effect on their
business and financial condition. As a wholly owsedsidiary of CenturyLink and QCII, our businerd &inancial condition could be
similarly affected. These matters include certaPNQwest matters, which present material and sicanifi risks to QCIl and us. In the
aggregate, the plaintiffs in the KPNQwest matteekillions of euros (equating to billions of doB) in damages. QCII continues to defend
against these matters vigorously and is currenthble to provide any estimate as to the timindghefrtresolution.

We can give no assurance as to the impac@ClII's and our financial results or financiahddion that may ultimately result from these
matters. The ultimate outcomes of these matterstdrencertain, and substantial settlements dgjuents in these matters could have a
significant impact on QCIl and us. The magnitudswéh settlements or judgments resulting from tinestters could materially and adversely
affect QCII's financial condition and ability to etdts debt obligations, potentially impactingétedit 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 etimethods to generate cash. Such methods
could include issuing additional debt securities@lting assets. As a wholly owned subsidiary ofIQ@ur business operations and financial
condition could be similarly affected.

There are other material proceedings pendgainst CenturyLink and QCII, as described imlteof Part | of CenturyLink's and QCIlI's
Quarterly Reports on Form 10-Q for the quarter dntlene 30, 2012. Depending on their outcome, atlyesfe matters could have a material
adverse effect on our financial position or op&gtiesults. We can give you no assurances as imffect of these matters on our operating
results or financial condition.

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

General. We are subject to significant regulation by Eegleral Communications Commission ("FCC"), whieulates interstate
communications, and state utility commissions, Wwhiggulate intrastate communications. Generallypwst obtain and maintain certificate:
authority from the FCC and regulatory bodies in thatates where we offer regulated services, andreesubject to numerous, and often quite
detailed, requirements and interpretations undiertd, state and local laws, rules and regulatidosordingly, we cannot ensure that we are
always considered to be in compliance with all ¢hegjuirements at any single point in time. Thenags responsible for the enforcement of
these laws, rules and regulations may initiate imegior actions based on customer complaints dheim own initiative.

Regulation of the telecommunications indui changing rapidly, and the regulatory envir@mtvaries substantially from jurisdiction to
jurisdiction. Notwithstanding a recent movementaoels alternative regulation, a substantial portibaur local voice services revenue rems
subject to FCC and state utility commission priciagulation, which periodically exposes us to pricor earnings disputes and could expos
to unanticipated price declines. Interexchangeeaarhave filed complaints in various forums redugsreductions in our access rates. In
addition, several long distance providers are disgitamounts owed to us for carrying VolP traffic,traffic they claim to be VolP traffic, and
are refusing to pay such amounts. There can beswance that future
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regulatory, judicial or legislative activities willot have a material adverse effect on our operstior that regulators or third parties will not
raise material issues with regard to our compliarceoncompliance with applicable regulations.

Risks associated with recent changes in fadl regulation.  On October 27, 2011, the FCC adopted the Cdrimeerica and
Intercarrier Compensation Reform order ("CAF orjiantended to reform the existing regulatory regtmeecognize ongoing shifts to new
technologies, including VolP, and gradually re-direniversal service funding to foster nationwidedniband coverage. This initial ruling
provides for a multi-year transition over the ndgtade as intercarrier compensation charges aneedgduniversal service funding is explicitly
targeted to broadband deployment, and subscribercharges paid by end user customers are gradoetdased. These changes will
substantially increase the pace of reductionseratihount of switched access revenues we receiterggpect to some of our various services,
while creating opportunities for increases in fedi€fSF and retail revenue streams. The ultimatecefif this order on communications
companies is largely dependent on future FCC prtings designed to implement the order, the mosiifsignt of which are scheduled to be
determined in 2012 and 2013. Several judicial emajés to the CAF order are pending and additiartaté challenges are possible, any of
which could alter or delay the FCC's proposed chantn addition, based on the outcome of the F@&Cqadings, various state commissions
may consider changes to their universal servicddwr intrastate access rates. For these reasertamot predict the ultimate impact of these
proceedings at this time.

Under other pending proceedings, the FCE imalement changes in the regulation or pricingpécial access services, any of which
could adversely affect our operations or finanoésults.

Risks posed by costs of regulatory complian. Regulations continue to create significant ctiamge costs for us. Challenges to our
tariffs by regulators or third parties or delayMtaining certifications and regulatory approvadsid cause us to incur substantial legal and
administrative expenses, and, if successful, shalenges could adversely affect the rates thaaneeble to charge our customers. Our
business also may be impacted by legislation agdla&on imposing new or greater obligations reldteregulations or laws related to
broadband deployment, bolstering homeland sectinityeasing disaster recovery requirements, minimgiznvironmental impacts, enhancing
privacy, or addressing other issues that impacbasiness, including the Communications Assistdoceaw Enforcement Act (which requir
communications carriers to ensure that their eqaignfacilities, and services are able to fac#itatithorized electronic surveillance), and laws
governing local number portability and customerppigtary network information requirements. We expmao compliance costs to increase if
future laws or regulations continue to increasedhligations to assist other governmental agencies.

Risks posed by other regulations. All of our operations are also subject to aetgrof environmental, safety, health and other
governmental regulations. We monitor our compliawéé federal, state and local regulations govegrthie management, discharge and
disposal of hazardous and environmentally sensitigterials. Although we believe that we are in cbamge with these regulations, our
management, discharge or disposal of hazardousraricbnmentally sensitive materials might exposéoudaims or actions that could have a
material adverse effect on our business, finarmatlition and operating results.

Regulatory changes in the communications industryutd adversely affect our business by facilitatiggeater competition against u:

Beginning in 1996, Congress and the FC& llaken several steps that have resulted in inedee@mpetition among communications
service providers. Many of the FCC's regulatiomsai subject to judicial review and additional rakkings, thus making it difficult to predict
what effect any changes in interpretation of theeG@mmunications Act of 1996 may ultimately haveusrand our competitors.
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We could be adversely affected by programs oraitiités recently undertaken by Congress or the l@@iding (i) the federal broadband
stimulus projects authorized by Congress in 200%the FCC's 2010 National Broadband Plan; (ig}an"network neutrality” rules; (iv) the
proposed broadband "Connect America" replacemggastifund, and (v) the FCC's above-described Gxt@d, 2011 order.

We may be liable for the material that content piders distribute over our network.

The law relating to the liability of priveahetwork operators for information carried onyatior disseminated through their networks is
still unsettled. As such, we could be exposed gallelaims relating to content disseminated onrmiworks. Claims could challenge the
accuracy of materials on our network, or could Imganatters such as defamation, invasion of privaoyopyright infringement. If we need to
take costly measures to reduce our exposure te tigs, or are required to defend ourselves agsairgh claims, our financial results could be
negatively affected.

We are subject to significant regulations that libour flexibility.

As a diversified full service incumbentdbexchange carrier ("ILEC"), we have traditiondigen subject to significant regulation that
does not apply to many of our competitors. Thisutation imposes substantial compliance costs cendsrestricts our ability to change rate:
compete and to respond rapidly to changing induginditions. As our business becomes increasingtypetitive, regulatory disparities
between us and our competitors could impede olityatti compete.

We are subject to franchising requirements that ddimpede our expansion opportunities.

We may be required to obtain from municigathorities operating franchises to install orangbfacilities. Some of these franchises may
require us to pay franchise fees. These franchigiggirements generally apply to our fiber transpod competitive local exchange carrier
("CLEC") operations. These requirements could dekin expanding our operations or increase thts @jproviding these services.

We are exposed to risks arising out of recent l¢afion affecting U.S. public companies.

Changing laws, regulations and standanrdsimg to corporate governance and public disclesuncluding the Sarbanes-Oxley Act and the
Dodd-Frank Wall Street Reform and Consumer Pratactict, and related regulations implemented bySBE, the New York Stock Exchange
and the Public Company Accounting Oversight Board,increasing legal and financial compliance castsmaking some activities more ti
consuming. Any future failure to successfully an¢ly complete annual assessments of our intermatae required by Section 404 of the
Sarbanes-Oxley Act could subject us to sanctionswastigation by regulatory authorities. Any swattion could adversely affect our financial
results or investors' confidence in us.

For a more thorough discussion of the raguy issues that may affect our business, seeltefrour Annual Report on Form X0for the
year ended December 31, 20

Risks Affecting our Liquidity

CenturyLink's and our high debt levels pose rislsdur viability and may make us more vulnerableddverse economic and competitive
conditions, as well as other adverse developments.

Our ultimate parent, CenturyLink, and watioue to carry significant debt. As of June 30120our consolidated debt was approximately
$8.2 hillion, which was included in CenturyLink'srisolidated debt of approximately $21.6 billionofshat date. Approximately $3.0 billion
CenturyLink's debt securities, which includes apprately $1.9 billion of our debt securities, cothe over the next
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three years. While we currently believe CenturyLamd we will have the financial resources to meetfinance our obligations when they
come due, we cannot fully anticipate our futureditton or that of CenturyLink, the credit marketstbe economy generally. We may have
unexpected expenses and liabilities, and we mag hiaited access to financing.

We expect to periodically require financtogmeet our debt obligations as they come due.tBtiee unstable economy and the current
credit market environment, we may not be able fioaece maturing debt at terms that are as faverablthose from which we previously
benefited, at terms that are acceptable to usall.al/e may also need to obtain additional finagadr investigate other methods to generate
cash (such as further cost reductions or the $adssets) if revenues and cash provided by opesatiecline, if economic conditions weaker
competitive pressures increase, if CenturyLink @liCare required to contribute a material amountash to their collective pension plans, if
CenturyLink or QCII are required to begin to palie@tpost-retirement benefits significantly eartlein is anticipated, if CenturyLink or QCII
become subject to significant judgments or setth@sa one or more of the matters discussed in teshPart | in CenturyLink's and QCII's
Quarterly Report on Form 10-Q for the quarter endlee 30, 2012. We can give no assurance thaadhisional financing will be available on
terms that are acceptable to us or at all. If veeadole to obtain additional financing, our crediirrgs could be adversely affected, which could
further raise our borrowing costs and further limit future access to capital and our ability tiisaour debt obligations.

Our significant levels of debt can adveysdfect us in several other respects, includipgXjposing us to the risk of credit rating
downgrades, which would raise our borrowing caijshindering our flexibility to plan for or rea¢b changing market, industry or economic
conditions, (iii) limiting our ability to accessalcapital markets, (iv) limiting the amount of fregesh flow available for future operations,
acquisitions, dividends, or other uses, (v) makiagnore vulnerable to economic or industry dowrguimcluding interest rate increases, and
(vi) placing us at a competitive disadvantage camb#o less leveraged competitors.

Certain of CenturyLink's and QCII's delstiss have cross payment default or cross acceleatbvisions. When present, these provis
could have a wider impact on liquidity than migkierwise arise from a default or acceleration single debt instrument. Any such event
could adversely affect our ability to conduct besis or access the capital markets and could adiyérggact our credit ratings. See "Liquidity
and Capital Resources" in Item 2 of Part | of tieigort for additional information about CenturyLinkredit facility.

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 capiténsive, and we anticipate that our capital reguents will continue 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 revenues in some areas of our besire decreasing. While we believe that our pldtesel of capital expenditures will meet
both our maintenance and our core growth requirésrgoing forward, this may not be the case if ainstances underlying our expectations
change.

Adverse changes in the value of assets or obligaiassociated with QCII's qualified pension planud negatively impact QCII's liquidity
which may in turn affect our business and liquidity

Substantially all of our employees part&tgin a qualified pension plan sponsored by QCII.

The funded status of QCII's qualified pensplan is the difference between the value of plssets and the benefit obligation. The
accounting unfunded status of QCII's qualified pemplan was $627 million as of December 31, 2Qdverse changes in interest rates or
market conditions, among
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other assumptions and factors, could cause a gignffincrease in QCII's benefit obligation or grgficant decrease in the value of plan assets.
These adverse changes could require QCII to canérid material amount of cash to its pension ptecoald accelerate the timing of required
cash payments. The amounts contributed by us thrQ@jl are not segregated or restricted and mayskd to provide benefits to employees
of QCII's other subsidiaries. QCII determines aastccontribution and, historically, has only reqdius to pay our portion of its required
pension contribution. Current funding laws and ftetions require a company with a plan shortfaliuled the annual cost of benefits earned in
addition to a seven-year amortization of the shtrtBased on current laws and circumstances, @lihot be required to make a cash
contribution to this plan in 2012 and based onenirfunding laws and regulations, it is unlikely Q®ill be required to make a cash
contribution in 2013. The amount of required cdmitions to our plan in 2013 and beyond will dependtarnings on plan investments,
prevailing interest and discount rates, demogragkjerience, changes in plan benefits and changesding laws and regulations. Any futi
material cash contributions could have a negatiyeaict on QCII's liquidity by reducing its cash flawvhich in turn could affect our liquidity.

Our debt agreements and the debt agreements of @ghink and its other subsidiaries allow us to incsignificantly more debt, which
could exacerbate the other risks described in treport.

The terms of our debt instruments and #igt chstruments of CenturyLink and its other sulasids permit additional indebtedness.
Additional debt may be necessary for many reasankjding to adequately respond to competitiormgdmply with regulatory requirements
related to our service obligations or for financ@dsons alone. Incremental borrowings on terntsrizose additional financial risks could
exacerbate the other risks described in this report

CenturyLink and QC plan to access the public detdnkets, and we cannot assure you that these marketsremain free of disruptions.

CenturyLink has a significant amount ofdbtedness that it intends to refinance over thé seseral years, principally it expects through
the issuance of debt securities of CenturyLink, @®oth. CenturyLink's ability to arrange additibfinancing will depend on, among other
factors, the financial position and performanc€ehturyLink and QC, as well as prevailing marketditions and other factors beyond its
control. Prevailing market conditions could be adedy affected by the ongoing disruptions in thedpean sovereign debt markets, the failure
of the United States to reduce its deficit in ameuteemed to be sufficient, possible further dowdgs in the credit ratings of the U.S. debt,
contractions or limited growth in the economy drastsimilar adverse economic developments in ti& bk abroad. As a result, CenturyLink
cannot assure you that it will be able to obtaiditahal financing on terms acceptable to us allatAny such failure to obtain additional
financing could jeopardize its and our ability &pay, refinance or reduce debt obligations.

Other Risks

If we fail to extend or renegotiate our collectivm@rgaining 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.

As of June 30, 2012, we had approximatél@0 employees, of which approximately 13,0004%65were members of either the
International Brotherhood of Electrical WorkersBHW") or the Communications Workers of America ("@&W. From time to time, our labor
agreements with these unions lapse, and we typineljotiate the terms of new agreements. Our cufoein-year agreements with the IBEW
and CWA will expire October 6, 2012. We cannot jicethe outcome of these negotiations.
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We may be unable to reach new agreememdsy@ion employees may engage in strikes, workétmwns or other labor actions, which
could materially disrupt our ability to provide siEes and result in increased cost to us. In agldithew labor agreements may impose
significant new costs on us, which could impair Boancial condition or results of operations ie flature. To the extent they contain benefit
provisions, these agreements also limit our fléitjbio change benefits in response to industrgamnpetitive changes. In particular, the post-
employment benefits provided under these agreencantse us to incur costs not faced by many of oommpetitors, which could ultimately
hinder our competitive position.

We regularly transfer our cash to CenturyLink, whicexposes us to certain risks.

Under our cash management arrangementGettiuryLink, we regularly transfer our cash to Qeyitink, which we recognize on our
balance sheet as advances to affiliates. Althougit@yLink periodically repays these advances talfaur cash requirements throughout the
year, at any given point in time CenturyLink mayeous a substantial sum under this arrangement.rdicagy, developments that advers:
impact CenturyLink could adversely impact our dpito collect these advances.

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 ratated disclosures in conformity with U.S. gefigraccepted accounting principles requires
management to make judgments, assumptions andagssithat affect the amounts reported in our cadheteld financial statements and
accompanying notes. Our critical accounting padicighich are described in Item 7 of our Annual Repa Form 10-K for the year ended
December 31, 2011, describe those significant atdooy policies and methods used in the preparatfaur consolidated financial statements
that are considered "“critical" because they requilgments, assumptions and estimates that mdyearigact our consolidated financial
statements and related disclosures. As a restiifuife events or assumptions differ significarfittym the judgments, assumptions and estin
in our critical accounting policies, these evemtagsumptions could have a material impact on oosalidated financial statements and related
disclosures.

Tax audits or changes in tax laws could adverseffeat us.

We were included in the consolidated felie@me tax return of QCII for the periods beftine April 1, 2011 closing of CenturyLink's
acquisition of QCII, and we are included in the salidated federal income tax return of CenturyLfiokperiods on or after that date. As such,
we could be severally liable for tax examinationd adjustments attributable to other members o288 or CenturyLink affiliated groups, as
applicable. As significant taxpayers, QCII is areh@ryLink are subject to frequent and regular &udy the Internal Revenue Service as well
as state and local tax authorities. These auditkl®ubject us to tax liabilities if adverse pasit$ are taken by these tax authorities.

Tax sharing agreements have been execetastbn QCIl and previous affiliates, and QCII batig the liabilities, 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\'de have not generally provided for liabilitigttridbutable to former affiliated companies
or for claims they have asserted or may asserhsgas.

We believe that we have adequately providetax contingencies. However, QCII's tax auditsl examinations may result in tax
liabilities that differ materially from those thae have recognized in our consolidated financiteshents. Because the ultimate outcomes
of these matters are uncertain, we can give naasse as to whether an adverse result from oneoce of them will have a material effect on
our financial results.
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ITEM 6. EXHIBITS

Exhibits identified in parentheses below an file with the SEC and are incorporated hebgineference. All other exhibits are provided
as part of this electronic submission.(1)

Exhibit
Number Description
3.1 Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference
Exhibit 3(a) of Qwest Corporation's Annual Repartform 10-K for the year ended
December 31, 1997 (File No. 001-03040) filed with Securities and Exchange
Commission on March 25, 199¢

3.2 Articles of Amendment to the Articles of Incorpacat of Qwest Corporation (incorporated
by reference to Exhibit 3.1 of Qwest Corporatidpisarterly Report on Form 10-Q for the
period ended June 30, 2000 (File No. 001-030484 fitith the Securities and Exchange
Commission on August 11, 200!

3.2 Amended and Restated Bylaws of Qwest Corporatimeo(porated by reference to
Exhibit 3.3 of Qwest Corporation's Annual Reportform 10-K for the year ended
December 31, 2002 (File No. 001-03040) filed with Securities and Exchange
Commission on January 13, 200

4.1 Indenture, dated as of April 15, 1990, by and betw&he Mountain States Telephone and
Telegraph Company (currently named Qwest Corparptiad The First National Bank of
Chicago (incorporated by reference to Exhibit £ 8west Corporation's Annual Report on
Form 10-K for the year ended December 31, 2002 (Rd. 001-03040) filed with the
Securities and Exchange Commission on JanuaryQIt)z

a. First Supplemental Indenture, dated as of April1l991, by and between U S WEST
Communications, Inc. (currently named Qwest Corpong and The First National
Bank of Chicago (incorporated by reference to ExHit8 of Qwest Corporation's
Annual Report on Form 10-K for the year ended Dduem31, 2002 (File No. 001-
03040) filed with the Securities and Exchange Cossion on January 13, 200.

4.2 Indenture, dated as of April 15, 1990, by and betwidorthwestern Bell Telephone
Company (predecessor to Qwest Corporation) and-ifiseNational Bank of Chicago
(incorporated by reference to Exhibit 4.5(b) of @eyLink, Inc.'s Quarterly Report on
Form 10-Q for the period ended March 31, 2012 (Ribe 001-07784) filed with the
Securities and Exchange Commission on May 10, 2(

a. First Supplemental Indenture, dated as of Aprill9®91, by and between U S WEST
Communications, Inc. (currently named Qwest Corpong and The First National
Bank of Chicago (incorporated by reference to Eitlit8 of Qwest Corporation's
Annual Report on Form 10-K for the year ended Ddmem31, 2002 (File No. 001-
03040) filed with the Securities and Exchange Cossion on January 13, 200.

1) Certain of the items in Sections 4.1 through 4.®1it supplemental indentures or ot
instruments governing debt that has been retine@ii)wefer to trustees who may have been
replaced, acquired or affected by similar chanfyeaccordance with Item 601(b) (4) (iii) (A) of
Regulation S-K, copies of certain instruments de§rthe rights of holders of certain of our
long-term debt are not filed herewith. Pursuarthis registration, we hereby agree to furnish a
copy of any such instrument to the SEC upon req
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Exhibit
Number

Description

4.3

Indenture, dated as of October 15, 1999, by ataden U S West Communications, Inc.
(currently named Qwest Corporation) and Bank Onssfl€ompany, N.A., as trustee
(incorporated by reference to Exhibit 4(b) of Qw@stporation's Annual Report on
Form 10-K for the year ended December 31, 199@ (Rd. 001-03040) filed with the
Securities and Exchange Commission on March 3, 2!

a.

First Supplemental Indenture, dated as of Augus@04, by and between Qwest
Corporation and U.S. Bank National Association ¢gimporated by reference to

Exhibit 4.22 of Qwest Communications Internatiolmal.'s Quarterly Report on Form 10-
Q for the period ended September 30, 2004 (FileQ9&-15577) filed with the Securities
and Exchange Commission on November 5, 2C

. Third Supplemental Indenture, dated as of JunQG@5, by and between Qwest

Corporation and U.S. Bank National Association ¢gimporated by reference to Exhibit -
of Qwest Corporation's Current Report on Form &He(No. 001-03040) filed with the
Securities and Exchange Commission on June 23,2

. Fourth Supplemental Indenture, dated as of Augu2086, by and between Qwest

Corporation and U.S. Bank National Association ¢gnporated by reference to Exhibit .
of Qwest Corporation's Current Report on Form &He(No. 001-03040) filed with the
Securities and Exchange Commission on August &)

. Fifth Supplemental Indenture, dated as of May D& 72 by and between Qwest

Corporation and U.S. Bank National Association ¢gimporated by reference to Exhibit -
of Qwest Corporation's Current Report on Form &He(No. 001-03040) filed with the
Securities and Exchange Commission on May 18, 2(

. Sixth Supplemental Indenture, dated as of AprilZ@®)9, by and between Qwest

Corporation and U.S. Bank National Association ¢giporated by reference to Exhibit -
of Qwest Corporation's Current Report on Form &HKe(No. 001-03040) filed with the
Securities and Exchange Commission on April 1392(

Seventh Supplemental Indenture, dated as of Jup@18, by and between Qwest
Corporation and U.S. Bank National Association ¢mporated by reference to Exhibit .
of Qwest Corporation's Form 8-A (File No. 001-03p#lled with the Securities and
Exchange Commission on June 7, 20

. Eighth Supplemental Indenture, dated as of Septe&ithe2011, by and between Qwest

Corporation and U.S. Bank National Association ¢giporated by reference to Exhibit -
of Qwest Corporation's Form 8-A (File No. 001-03p#@d with the Securities and
Exchange Commission on September 20, 2(

. Ninth Supplemental Indenture, dated as of Octob@041, by and between Qwz

Corporation and U.S. Bank National Association ¢gimporated by reference to Exhibit .
of Qwest Corporation's Current Report on Form &He(No. 001-03040) filed with the
Securities and Exchange Commission on October #1)2

Tenth Supplemental Indenture, dated as of Aprd(®,2, by and between Qwest
Corporation and U.S. Bank National Association ¢giporated by reference to Qwest
Corporation's Form 8-A (File No. 001-03040) fileittwthe Securities and Exchange
Commission on March 30, 201:
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l\lférr:ggr Description
j- Eleventh Supplemental Indenture, dated as of JGn2@.2, by and between Qwest
Corporation and U.S. Bank National Association ¢iporated by reference to Qwest
Corporation's Form 8-A (File No. 001-03040) fileitwthe Securities and Exchange
Commission on June 22, 201

4.4 Revolving Promissory Note, dated as of April 18120pursuant to which Qwest
Corporation may borrow from an affiliate of Centlink, Inc. up to $1.0 billion on a
revolving basis (incorporated by reference to Eihili (b) of CenturyLink, Inc.'s Quarterly
Report on Form 10-Q for the period ended June GD2 ZFile No 001-07784) filed with the
Securities and Exchange Commission on August R

31.1" Certification of the Chief Executive Officer of QemnyLink, Inc. pursuant to Section 302 of
the Sarban¢«Oxley Act of 2002

31.2° Certification of the Chief Financial Officer of CmyLink, Inc. pursuant to Section 302 of
the Sarban¢«Oxley Act of 2002

32" Certification of the Chief Executive Officer and i€hFinancial Officer of CenturyLink, Inc.
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

*

101" Financial statements from the Quarterly Report om¥10-Q of Qwest Corporation for the
period ended June 30, 2012, formatted in XBRLth@ Consolidated Statements of
Operations, (ii) the Consolidated Statements of Qrefmensive Income, (iii) the
Consolidated Balance Sheets, (iv) the Consolidtatements of Cash Flows, (v) the
Consolidated Statements of Stockholder's Equityfi(i@eand (vi) the Notes to the

Consolidated Financial Statemer

* Exhibit filed herewith
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SIGNATURE

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, thereduolp authorized on August 14, 2012.

QWEST CORPORATION

By: /s DAVID D. COLE

David D. Cole
Senior Vice President, Controller and
Operations Support (Chief Accounting
Officer)
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Glen F. Post, lll, Chief Executive Officer anceBident, certify that:
1. I have reviewed this quarterly report on Form 10f@west Corporation;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registrantdabsre controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls andguaiures, as of the end of the period coveredibyé¢port based on such
evaluation; and

d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Directors

a) all significant deficiencies and material weaknedsethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: August 14, 2012

/sl GLEN F. POST, lll

Glen F. Post, Il
Chief Executive Officer and Preside
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, R. Stewart Ewing, Jr., Executive Vice Presidamdl Chief Financial Officer, certify that:
1. I have reviewed this quarterly report on Form 10f@west Corporation;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

make the statements made, in light of the circunt&ts.under which such statements were made, nkadisg with respect to the
period covered by this report;

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

4, The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirg @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrami &ave:

a) designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registrantdabsre controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls andguaiures, as of the end of the period coveredibyé¢port based on such
evaluation; and

d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorteyhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's Board of Directors

a) all significant deficiencies and material weaknedsethe design or operation of internal contradiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: August 14, 2012

/sl R. STEWART EWING, JR.

R. Stewart Ewing, Jr.
Executive Vice President and Chief Financial Offi
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Exhibit 32

Chief Executive Officer and Chief Financial Officer
Certification Pursuant to 18 U.S.C. Section 1350,saAdopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

Each of the undersigned, acting in his capas the Chief Executive Officer or Chief Fin&@i®fficer of Qwest Corporation ("Qwest"),
certifies that, to his knowledge, the Quarterly &¢pn Form 10-Q for the quarter ended June 302 20 Qwest fully complies with the
requirements of Section 13(a) of the SecuritieshiBrge Act of 1934 and that the information contdiimethe Form 10-Q fairly presents, in all
material respects, the financial condition and ltesaf operations of Qwest as of the dates andhemperiods covered by such report.

A signed original of this statement hasrbpevided to Qwest and will be retained by Qwest furnished to the Securities and Exchange
Commission or its staff upon request.

Dated: August 14, 201

By: /s GLEN F. POST, llI

Glen F. Post, Il
Chief Executive Officer and Preside

Dated: August 14, 201

By: /sl R. STEWART EWING, JR.

R. Stewart Ewing, Jr.
Executive Vice President and
Chief Financial Officel
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