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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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ACT OF 1934
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CONDITIONS SET FORTH IN GENERAL INSTRUCTIONS H(13)XAND (b) OF FORM 10-Q AND IS THEREFORE FILING T8I
FORM WITH REDUCED DISCLOSURE FORMAT.

Indicate by check mark whether the registranth@g filed all reports required to be filed by Sewtl3 or 15(d) of the Securities
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Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @-accelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):
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GLOSSARY OF TERMS

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

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

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

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

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

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

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

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

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

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

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

Internet Service Providers (ISPBusinesses that provide Internet access to retaibmers

Managed Service:Customized, turnkey solutions for integrated vodata and Internet services offered to our busimesgets
customers. These services include a diverse cotidrinaf emerging technology products and servisash as VolP, Ethernet,
MPLS, hosting services and advanced voice servites) as Web conferencing and call center solutidost of these services can
be performed from outside our customers’ interrvorks, with an emphasis on integrating and geéntif Internet security for
applications and conter
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» Multi-Protocol Label Switching (MPLSA standard-approved data networking technology, compatibld witisting ATM anc
frame relay networks that can deliver the qualftgervice required to support real-time voice aittt®, as well as service level
agreements that guarantee bandwidth. MPLS is dedlby many telecommunications providers and largerprises for use in
their own national network:

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

* Public Switched Telephone Network (PSTThe worldwide voice telephone network that is asii#e to every person with a
telephone equipped with dial tor

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

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

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

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

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

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

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

Three Months Ended
September 30,

Nine Months Ended
September 30,

2008

2007

2008

2007

(Dollars in millions)

$2,13¢ $2,18: $6,46: $6,59¢
422 48¢ 1,32¢ 1,452
2,55¢ 2,66¢ 7,78 8,04¢
461 417 1,29¢ 1,22¢
46¢ 44¢ 1,371 1,32t
424 44¢ 1,271 1,38(

6C 42 15C 12C

528 55¢€ 1,551 1,66¢
1,93¢ 1,917 5,64: 5,71¢
14t 154 444 454

) 4) () 15

13¢€ 15C 437 46¢
482 60¢ 1,70¢ 1,862
18¢ 22¢ 64¢ 707

$ 29¢ $ 37¢ $1,05¢ $1,15¢

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

1
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QWEST CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivab—net of allowance of $55 and $55, respecti\
Accounts receivab—affiliates
Deferred income taxe
Prepaid expenses and ot
Total current asse

Property, plant and equipm~—net
Capitalized softwar—net

Prepaid pensic—affiliates

Other

Total asset

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

Total current liabilities

Long-term borrowing—net of unamortized debt discount of $114 and $idshectively
Pos-retirement and other p-employment benefits and otl—affiliates

Deferred income taxe

Other

Total liabilities
Commitments and contingencies (Note

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

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

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

2

September 3C

2008

December 31

2007

(Dollars in millions)

$ 28¢
90¢

101

207

20%

1,711

11,69:

832

1,041

472

$ 1574

$ 34z
49:
291
60C
884
19¢
42C

3,22¢

7,54
2,611
1,35¢
60%
15,34¢

11,31(

(10,90%)
40z

$ 1574

$ 292
1,00¢

59

481

244

2,08z

12,15¢
82C

1,02C

44z

$ 16,52:

$ 34z
508
341
20C
952
21C
437

2,98¢
7,56¢
2,617
1,40¢
58C
15,15:

11,13:
(9,762)
1,37(
$ 16,52
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QWEST CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Nine Months Ended
September 30,
2008 2007
(Dollars in millions)

Operating activities

Net income $ 1,05¢ $1,15¢
Adjustments to reconcile net income to net caskigea by operating activitie!
Depreciation and amortizatic 1,551 1,664
Deferred income taxe 281 (13¢)
Provision for bad de—net 65 58
Other nor-cash charge—net 22 27
Changes in operating assets and liabilit
Accounts receivabl 29 (44
Accounts receivab—affiliates (42 16¢
Prepaid expenses and other current a: 29 50
Accounts payable and accrued expenses and othrentliabilities (87 (169)
Accounts payable and other current liabil—affiliates (50) 7
Deferred revenue and advance billit (22) (25)
Other nor-current assets and liabilities including affilia (109 (82
Cash provided by operating activiti 2,721 2,67:
Investing activities
Expenditures for property, plant and equipment eapitalized softwar (1,115 (885)
Changes in interest in investments managed by Q8ersices Corporatio (32) —
Other 13 12
Cash used for investing activiti (1,139 (873

Financing activities

Proceeds from lor-term borrowings — 50C
Repayments of lor-term borrowings, including current maturiti (22 (337
Proceeds from current borrowir—affiliate — 184
Repayments of current borrowir—affiliate (22 (13¢)
Dividends paid to Qwest Services Corporat (1,800 (1,870
Equity infusions from Qwest Services Corporal 231 25
Other 16 (5)
Cash used for financing activiti (1,597 (1,647
Cash and cash equivaler
(Decrease) increase in cash and cash equiv: 3 15¢
Beginning balanc 292 27€
Ending balanc $ 28¢ $ 43E

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

3
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three and Nine Months Ended September 30008
(Unaudited)

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

Note 1: Basis of Presentation

The condensed consolidated balance sheet as ofribec&1, 2007, which was derived from audited foialnstatements, and the
unaudited interim condensed consolidated finarstetements as of and for the three and nine memitisd September 30, 2008 have been
prepared in accordance with the instructions fanF@0-Q. In compliance with those instructions taierinformation and footnote disclosures
normally included in consolidated financial statetseprepared in accordance with accounting priesiglenerally accepted in the United St
of America (“GAAP”) have been condensed or omitldkk believe that the disclosures made are adetpateke the information not
misleading.

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

The condensed consolidated results of operatianthéothree and nine months ended September 38, &@the condensed consolidated
statement of cash flows for the nine months endgate®nber 30, 2008 are not necessarily indicatitaefesults or cash flows expected for
full year or of the results we would have incurhedi we operated as a stand-alone entity duringehieds presented.

Business Combination

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

* aprocurement company that managed real estatethadsupplier selection and negotiations;

e acomputer system support services company thaliddevelopment, application, maintenance, inteégrand testing o
software.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

These reorganization activities combined businefsgsvere already controlled by QCII, thereforeageounted for these activities in a
manner similar to a pooling of interests. Thesévdiets had the following effect on our condensedsolidated financial statements for the
three and nine months ended September 30, 200&8saofdDecember 31, 2007:

Three Months

Nine Months
Ended Ended
September 3C September 3C
2007 2007
(Dollars in millions)
Increases in
Total operating revent $ 21F $ 637
Income before income tax 13 46
Net income 7 26
December 31
2007
(Dollars
in millions)
Increases in
Total asset $ 1,12¢
Total liabilities 732

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

QCIlI continues to evaluate other ways to betteanize the legal structure and operations of itsislidries and may make additional
changes to the legal structure and operations slibsidiaries, including us, in the future. Inmection with these past or future reorganization
activities, we do not believe we have consummatad,we do not expect to consummate in the futumg pasiness combinations or other
transactions that will adversely affect our cordatied financial condition or results of operations.

Reclassifications

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

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

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

* General, administrative and other operating expease corporate overhead and other operating ddstse include: employ-
related costs for administrative functions (suckalaries, wages and cert

5
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

benefits); taxes and fees (such as property aret tdlkes and Universal Service Fund, or USF, clsdrgeal estate and occupancy
costs (such as rents, utilities and fleet costs);@her general, administrative and other opegatosts (such as professional fees,
outsourced services, litigation related chargesgameral computer systems support services). Tdwgsmnses also include our
pension and pc-retirement benefits costs for all employees anideres.

We believe these changes allow users of our fighstatements to better understand our cost steiand the way we manage our
business. These expense classifications may nodroparable to those of other companies. These elsemap no impact on total operating
expenses or net income for any period. To refleetimpact these changes would have had if theyokad implemented in prior periods, we
have reclassified certain financial information floe three and nine months ended September 30,tB80i5 presented in these condensed
consolidated financial statements. In additiorgitbthe understanding of these and future finarste&tements, we reclassified certain prior year
financial information in our April 4, 2008 Form 8:K

We have also reclassified certain other prior meamounts to conform to the current period presems

Derivative Financial Instruments

We sometimes use derivative financial instrumespecifically interest rate swap contracts, to manaterest rate risks. We execute tt
instruments with creditworthy banks and monitor counterparty exposure. An interest rate hedgerneiglly designated as either a cash flow
hedge or a fair value hedge. In a cash flow heddpmrrower of variable interest debt agrees withtlaer party to make fixed payments
equivalent to paying fixed rate interest on del#inhange for receiving payments from the othetypeguivalent to receiving variable rate
interest on debt, the effect of which is to elim&aome portion of the variability in the borrowseoverall cash flows. In a fair value hedge, a
borrower of fixed rate debt agrees with anothetyptar make variable payments equivalent to payiagable rate interest on the debt in
exchange for receiving fixed payments from the pgaety equivalent to receiving fixed rate interestdebt, the effect of which is to eliminate
some portion of the variability in the fair valuktbe borrower’s overall debt portfolio.

We recognize all derivatives on our condensed datated balance sheets at fair value. We genedalbjgnate the derivative as either a
cash flow hedge or a fair value hedge on the datehich we enter into the derivative instrument.

For a derivative that is designated as and meleté ile required criteria for a cash flow hedge, mecord in accumulated other
comprehensive income, which is included in accutedlaeficit on our condensed consolidated balaheets, any changes in the fair value of
the derivative. We then reclassify these amourtsearnings as the underlying hedged item affemtsiegs. In addition, if there are any
changes in the fair value of the derivative aridiogn ineffectiveness of the cash flow hedgingtietaship, we record those amounts
immediately in other expense (income)—net in ourdemsed consolidated statements of operationsa Herivative that is designated as and
meets all of the required criteria for a fair vahexige, we record in other expense (income)—netifrcondensed consolidated statements of
operations the changes in fair value of the derieadnd the underlying hedged item.

We assess quarterly whether each derivative idyhaffective in offsetting changes in fair valuascash flows of the hedged item. If we
determine that a derivative is not highly effectagea hedge, or if a derivative

6
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

ceases to be a highly effective hedge, we discoatiredge accounting with respect to that derivagirespectively. We record immediately in
earnings changes in the fair value of derivatitxes are not designated as hedges.

Use of Estimates

Our condensed consolidated financial statementpragared in accordance with GAAP. These accoumtimgiples require us to make
certain estimates, judgments and assumptions. \i&vbehat the estimates, judgments and assumpti@ue when accounting for items and
matters such as, but not limited to, investmenoisgiterm contracts, customer retention pattertswahce for doubtful accounts, depreciation,
amortization, asset valuations, internal labor tedigation rates, affiliate transactions, recovéitgtof assets (including deferred tax assets),
impairment assessments, employee benefits, teesarves and other provisions and contingencieseas®nable, based on information
available at the time they are made. These estimjatggments and assumptions can affect the repanmunts of assets, liabilities and
components of equity as of the dates of the coretbosnsolidated balance sheets, as well as thetegpamounts of revenue, expenses and
components of cash flows during the periods preseint our condensed consolidated statements oatipes and our condensed consolidated
statements of cash flows. We also make estimatesriassessments of potential losses in relatidhréatened or pending tax and legal
matters. See Note 5—Tax Matters and Note 7—Comnmnitsnend Contingencies for additional information.

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

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

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

USF, Gross Receipts Taxes and Other Surcharges

Our revenue and general, administrative and otperating expenses include taxes and surchargewéhatcognize on a gross basis of
$51 million and $151 million for the three and nimenths ended September 30, 2008, respectively$aBdnillion and $157 million for the
three and nine months ended September 30, 20@p&atasely.

Depreciation and Amortizatiot

Property, plant and equipment is shown net of actated depreciation on our condensed consolidatahbe sheets. Accumulated
depreciation was $32.726 billion and $31.976 hillass of September 30, 2008 and December 31, 2887Fectively.

7
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

Capitalized software is shown net of accumulatedréimation on our condensed consolidated balaneetshAccumulated amortization
was $1.403 billion and $1.311 billion as of Septem®0, 2008 and December 31, 2007, respectively.

Recently Adopted Accounting Pronouncemel

Effective January 1, 2008, we adopted StatemeRtrancial Accounting Standards (“SFAS”) No. 157alfFValue
Measurements” (“SFAS No. 157”), for all financiaktruments and non-financial instruments accoufttedt fair value on a recurring basis.
SFAS No. 157 provides a definition of fair valustablishes a framework for measuring fair value exghnds disclosures about fair value
measurements for future transactions. We carryusrcondensed consolidated balance sheets finanstaiments whose value cannot be
determined by reference to an observable marketiading those described in more detail in Notelgvestments. We continue to estimate
value of these instruments using judgmentally aeieed inputs, some of which are observable and sefménich are not observable. We have
not changed the methods used to value these faddnstruments as a result of our adoption of stésdard. Our condensed consolidated
balance sheets also indirectly reflect the valufinaincial instruments held by certain QCIlI empleyeenefit plans in which our employees and
retirees participate. However, we only adjust aalabce sheet annually at December 31 to refleckeh@hanges in the value of QCII emplo
benefit plan assets. QCII continues to assess whtth methods previously used to determine thesédile of employee benefit plan assets are
appropriate within the SFAS No. 157 framework fagasuring fair value, but we do not anticipate #rgt changes in valuation methods will
have a material impact on our financial positiomesults of operations.

Effective January 1, 2008, we also adopted SFAS1N®, “Fair Value Option for Financial Assets anddncial Liabilities” (“SFAS
No. 15¢). Under SFAS No. 159, entities may choose to memat fair value many financial instruments andase other items that are not
currently required to be measured at fair valueASNo. 159 also establishes recognition, presematind disclosure requirements designe
facilitate comparisons between entities that chalifferent measurement attributes for similar typeassets and liabilities. SFAS No. 159 ¢
not affect any existing accounting literature trejuires certain assets and liabilities to be edrait fair value. Although we have adopted this
standard, we have not yet elected the fair valu®oor any assets or liabilities that currenthe aot required to be recorded at fair value.
Therefore, the adoption of this standard has ndtamy impact on our financial position or result®perations.

Note 2: Investments

QSC manages all cash and investments for us anafffiliates. Our proportionate ownership of anyastments, including illiquid
investments, can change because we record ouopatithe entire portfolio of cash and investmentmaged by QSC. These changes are
reflected on a net basis in cash flows from investctivities on our consolidated statements off dlasvs.

As of September 30, 2008 and December 31, 20074nwastments included auction rate securities & ®llion and $31 million,
respectively, which are classified as non-currawijlable-for-sale investments and are includeatlwer non-current assets at estimated fair
value on our condensed consolidated balance shaetSon rate securities are generally long-termtdestruments that provide liquidity
through a Dutch auction process that resets thikcapfe interest rate at pre-determined calendanials, generally every 28 days. This
mechanism generally allows existing investors ttover their holdings and continue to own theirpestive securities or liquidate their
holdings by selling their securities at par valBgor to August 2007, QSC invested in these saearior short periods of time as part of its ¢
management program. However, the uncertainties
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

in the credit markets have prevented QSC and atkrestors from liquidating their holdings of theserurities in auctions since the third que
of 2007. These securities are insured againstbgencipal and interest by bond insurers with AAd BB credit ratings at September 30, 2
and AAA credit ratings at December 31, 2007 ang #re collateralized by the issuer. These secanitiere valued using a discounted cash
flow model that takes into consideration the foliogvfactors among others:

» the interest rate of the securiti

» the probability that QSC will be able to sell tleegrities in an auction or that the securities diredeemed earl
» the probability that a default will occur and iesverity; anc

» adiscount rate

We recorded unrealized losses, net of deferrechiec@axes, on these auction rate securities of $®mand $6 million, respectively, for
the three and nine months ended September 30, ZB@&umulative unrealized losses related to tkesarities as of September 30, 2008 v
$6 million, net of deferred income taxes. Theseealized losses were recorded in accumulated otdrepehensive income, which is included
in accumulated deficit in our condensed consolii@iEance sheets. We consider the decline in &irevto be a temporary impairment bece
the securities are rated investment grade andstuei continues to make interest payments in aanoedwith the terms of the offering
document and because we have the ability and itddmtld the securities until they recover or matitowever, if the credit ratings of the
securities or the bond insurers deteriorate owétee of the collateral deteriorates, we may furtidjust the carrying value of these
investments. We may also determine that the detlif&r value is other than temporary if our inten ability to hold these securities until tt
recover changes or the creditworthiness of theeisdateriorates, we would then recognize the dedtirfair value in other expense (income)—
net in our condensed consolidated statements oatipes. An increase of one percentage point irdtkeount rate used in our valuation model
would result in an immaterial decrease in the estiiuh fair value of these investments. Because eemcertain as to when the liquidity issues
relating to these investments will improve, we amm to classify these securities as non-curreif & ptember 30, 2008.

During the fourth quarter of 2007, an investmemidfuve historically treated as a cash equivalenabdiguidating its holdings and
restricting distributions. As a result, we recléissi our holdings in the fund from cash and cashivexjents to investments, which are included
in other current assets on our condensed consefidstlance sheets. We valued this investment cenisgdthe asset values of the securities
underlying the fund. As of December 31, 2007, $2llian of our remaining investment in the fund wiasluded in other current assets and
$3 million was included in other non-current assgtour condensed consolidated balance sheet leeeaudid not expect to be able to
liguidate this portion of our investment in 2008 éf September 30, 2008, $12 million of our remadrinvestment in the fund was included in
other current assets and $6 million was includeatter non-current assets on our condensed coasadidhalance sheet because we continued
to expect that we would not be able to liquidaie gortion of our investment in the subsequentyeehonths. During the three and nine
months ended September 30, 2008, we recorded imalatalized and unrealized losses for the changlee fair value of the fund, which
were recorded in other expense (income)—net ircondensed consolidated statements of operations.
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Note 3: Borrowings

We were in compliance with all provisions and ccets of our borrowings as of September 30, 2008.fah value of our long-term
borrowings was approximately $7.0 billion and $8ildon at September 30, 2008 and December 31, 2@¥pectively. The book value of our
long-term borrowings was approximately $7.9 billmnSeptember 30, 2008 and December 31, 2007.

During the first quarter of 2008, we entered irfite interest rate hedges described below as patirdbng- and shorterm debt strategie
One objective of our short-term debt strategy imi@® advantage of favorable interest rates by pimgfloating rate debt to fixed rate debt
using cash flow hedges. One objective of our l@rgatdebt strategy is to achieve a more balanceuloffixed rate to floating rate debt by
swapping a portion of our fixed interest rate detftoating rate debt through fair value hedgessTecreases our exposure to changes in the
fair value of our fixed interest rate debt due harmges in interest rates.

We evaluate counterparty credit risk before enteiimtio any hedge transaction. During the third tprasf 2008, one of our counterparties
was in the process of merging into a large bankil&\the merger was not completed by September @8 2ve evaluated the new counterp
risk and found it to be acceptable. We will conérta closely monitor the financial market and tis& that our counterparties will default on
their obligations to us. We have the ability ane pirepared to unwind these hedge transactions id@unterparties’ credit risk becomes
unacceptable to us.

In March 2008, we entered into interest rate hedge$500 million of the outstanding $750 milliongaggate principal amount of our
Floating Rate Notes due 2013. The notes bear Bitate rate per year equal to the London Interl@2iifidred Rate (“LIBOR”) plus 3.25%.
These hedges had the economic effect of convestindloating interest rate to fixed interest radéspproximately 6.0% for a term of
approximately two years. We designated these saspash flow hedges. The value of our cash flovgbedf approximately $3 million is
recorded in other non-current assets on our comrdetensolidated balance sheet as of Septembe0@8, @ith a related increase, net of
deferred taxes, in accumulated other compreheimstoene, which is included in accumulated deficite id not recognize any gain or loss in
earnings for hedge ineffectiveness during the tarebnine months ended September 30, 2008.

In March 2008, we also entered into interest ratgles on the outstanding $500 million aggregateal amount of our 6.5% Notes
due 2017. These hedges had the economic effechekcting our fixed interest rate to a floatingeirgst rate until these notes mature in 2017.
We designated these swaps as fair value hedgedaifivalue of these hedges is approximately $1llianiand is recorded in other naxrent
liabilities on our condensed consolidated balamessas of September 30, 2008, with a related texfuin the carrying value of lontgrm deb
of $14 million. A net immaterial gain for hedge ffeetiveness is recorded in other expense (incommin our condensed consolidated
statements of operations.

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

Note 4: Severance

For the three months ended September 30, 2008G0W &e accrued severance costs of $62 million&nehillion, respectively,
reversed severance costs of $1 million and $0anillfespectively, and paid severance
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costs of $9 million and $12 million, respectiveor the nine months ended September 30, 2008 &0 2@ accrued severance costs of
$121 million and $15 million, respectively, revatsseverance costs of $11 million and $7 milliospexctively, and paid severance costs of
$60 million and $38 million, respectively. A poni@f our severance charges is included in eaclstfaf sales, selling expenses and general,
administrative and other operating expenses ircondensed consolidated statements of operationst 8eptember 30, 2008 and

December 31, 2007, our severance liability wasm@illon and $23 million, respectively.

Note 5: Tax Matters

During the third quarter of 2008, we collectedatesiproperty tax refund of $40 million, which waswognized in the second quarter of
2008, as the result of a property tax settlemerassessments we challenged for tax years 2002-2007.

We are included in consolidated federal incomerédnirns of QCII. QCII treats our consolidated résak if we were a separate taxpayer.
QCII's policy requires us to pay our tax liabilgién cash based upon separate return taxable indesreeresult, QCII's federal tax audits may
affect us.

During the third quarter of 2008, QCII executecetlement with the IRS relating to its audit of t@98-2001 tax years. We have not yet
funded our share of the settlement determinedénraance with our tax allocation policies. We exgegay $71 million in the fourth quarter
of 2008 as our share of the settlement. We recedran immaterial interest benefit as a result efsttlement. Our unrecognized tax benefits
have decreased by $34 million since December 317 p@marily due to the 1998-2001 settlement.

On April 15, 2008, QCII received from the Interfvenue Service (“IRS”) the Revenue Agent’s Refmrtax years 2004 and 2005.
The report contains proposed adjustments on seigstads, including issues that may affect us. Base@ClI’'s and our evaluation of the IRS’
positions reflected in the proposed adjustmentshawe not recorded a material adjustment to oueaognized tax benefits or our uncertain
position liability. However, there can be no assggthat QCIl and the IRS will reach settlementsion of these issues or that, if QCIl does
reach settlements, the terms will be favorablesto u

Note 6: Product Revenue

We generate the majority of our revenue by progdiarvices using our telecommunications network.afge generate revenue from
services we provide to our affiliates. These se&wiare further described below.

* Voice service. Voice services include local voice services, leise and access services. Local voice servicasdaddasic loce
exchange, switching and enhanced voice servicazlhMice services also includes unbundled netweteknents (“UNES”)
provided to our wholesale customers. Access sesvitgude fees we charge to other telecommunicatiwaviders to connect their
customers and their networks to our netw

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

» Affiliate servicesWe provide to our affiliates voice services, daeavies and billing and collection services thatals® provide to
external customers. In addition, we provide to affitiates: marketing
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sales and advertising; computer system developam@hsupport services; network support and techs@aices; and other support
services, such as legal, regulatory, general fieamzl accounting, tax, human resources and execujport

We also generate other revenue from USF surcharggthe subleasing of space in our office buildimggrehouses and other properties.

Revenue from our products and services for theethrel nine months ended September 30, 2008 andi£8Qimmarized in the followir
table:

Three Months Nine Months
Ended Ended
September 30, September 30,
2008 2007 2008 2007

(Dollars in millions)
Operating revenue by products and servi

Voice service: $1,28C $1,40z  $3,93( $4,29¢
Data, Internet and video servic 81C 734 2,39¢ 2,15¢
Affiliate services 422 48t 1,32¢ 1,45:
Other revenue (primarily USF surcharg 44 47 134 141
Total operating revent $2,55¢  $2,66¢ $7,787  $8,04¢

In April 2008, we signed a five-year agreement vaithationwide wireless service provider to martetiireless products and services
under its brand name beginning in 2008. Revenua fervices provided under this new arrangementhgillecorded on a net basis in our
consolidated financial statements as voice servidas of our affiliates currently offers wirelegs\dces under a service arrangement with a
different nationwide wireless service provider. @nthis arrangement, which will end in 2009, odiliafe sells wireless products and services
under the Qwest brand name and reports revenuagoss basis.

In the fourth quarter of 2007, we changed the waydetermine sales and marketing and advertisingostipervices billed to our
affiliates. For the three and nine months endede®eiper 30, 2008, our revenue from affiliate serwis@uld have been higher by $33 million
and $97 million, respectively, had we billed ouili@fttes for these services based upon the pofiagfiect in 2007.

Note 7: Commitments and Contingencies

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

Throughout this note, when we refer to a clasoads “putative” it is because a class has beegedl, but not certified in that matter.
Until and unless a class has been certified bythet, it has not been established that the narfadtiffs represent the class of plaintiffs they
purport to represent. Settlement classes havedséfied in connection with the settlements oftair of the putative class actions described
below where the courts held that the named plésntifpresented the settlement class they purptotezbresent.
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The terms and conditions of applicable bylaws,ifiestes or articles of incorporation, agreementagplicable law may obligate QCII to
indemnify its former directors, officers and empeg with respect to certain of the matters desgtiledow, and QCII has been advancing ¢
fees and costs to many former directors, officas @mployees in connection with certain mattersidesd below.

Settlement of Consolidated Securities Acti

Twelve putative class actions purportedly broughbehalf of purchasers of QCII's publicly tradedwgties between May 24, 1999 and
February 14, 2002 were consolidated into a conatditisecurities action pending in federal distranirt in Colorado against QCII and various
other defendants. The first of these actions wad fin July 27, 2001. Plaintiffs alleged, amongeotiings, that defendants issued false and
misleading financial results and made false statesnebout QCII's business and investments, inclydiaterially false statements in certain of
QCII's registration statements. The most recentgamt in this matter sought unspecified compenyaiamages and other relief. However,
counsel for plaintiffs indicated that the putatalass would seek damages in the tens of billiordodérs.

In November 2005, QCII, certain other defendantsl, the putative class representatives enteredantbfiled with the federal district
court in Colorado, a Stipulation of Partial Sett@rhthat, if implemented, will settle the consol&thsecurities action against QCIl and certain
other defendants (the “QCII settlementlp parties admit any wrongdoing as part of the G@ttlement. Pursuant to the QCII settlement, (
deposited approximately $400 million in cash intgettlement fund. In connection with the QCII sstient, QCII received $10 million from
Arthur Andersen LLP. As part of the QCII settlemeahe class representatives and the settlemerst ttlag represent are also releasing Arthur
Andersen. If the QCII settlement is not implemen®@gIl will be repaid the $400 million plus intetekess certain expenses, and QCII will
repay the $10 million to Arthur Andersen.

If implemented, the QCII settlement will resolvedarelease the individual claims of the class repmegives and the claims of the
settlement class they represent against QCII driedndants except Joseph Nacchio, our formeff elxiecutive officer, and Robert Woodruff,
our former chief financial officer. In Septembel080the federal district court in Colorado issuadeder approving the proposed QCII
settlement on behalf of purchasers of QCII's puplicaded securities between May 24, 1999 and 28)y2002, over the objections of Messrs.
Nacchio and Woodruff. Messrs. Nacchio and Woodthgh appealed that order to the United States @duxppeals for the Tenth Circuit.
addressing that appeal, the Tenth Circuit heldttiefederal district court order overruling Naechnd Woodruff's objections to the QCII
settlement was not sufficiently specific, and imended the case to the district court with instounst to consider certain issues and to provide a
more detailed explanation for its earlier decisimerruling those objections. Subsequent to the neina proposed settlement was reached
involving the claims of the putative class agaMssssrs. Nacchio and Woodruff as described below thianplemented, will also result in the
implementation of the QCII settlement.

On August 4, 2008, QCII, Messrs. Nacchio and Woffdand the putative class representatives enteteca Stipulation of Settlement
(the “Nacchio/Woodruff settlement”) that, if implemted, will, among other things, (i) settle theiidual claims of the putative class
representatives and the class they purport to septexgainst Messrs. Nacchio and Woodruff, anddgjlt in the withdrawal by Messrs.
Nacchio and Woodruff of their objections to the Q€Httlement and the resolution of their indemiaifion dispute with QCII arising from tt
QCII settlement. Under the proposed Nacchio/Woddettlement, QCIl would contribute $40 million,dan
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Messrs. Nacchio and Woodruff would contribute altof $5 million of insurance proceeds. The Nacthoodruff settlement is subject to a
number of conditions and future contingencies,udirig that it (i) requires both preliminary anddircourt approval, and (i) provides QCII
with the right to terminate the settlement if classmbers representing more than a specified anodaiteged securities losses elect to opt out
of the settlement. No parties admit any wrongdaiag part of the Nacchio/Woodruff settlement.

KPNQwest Litigation/Investigatiot

On June 25, 2004, the trustees in the Dutch batdyypoceeding for KPNQwest, N.V. (of which QCII sva major shareholder) filed a
lawsuit in the federal district court for the Distrof New Jersey alleging violations of the Radeztinfluenced and Corrupt Organizations Act,
and breach of fiduciary duty and mismanagementubdéch law. QCIll is a defendant in this lawsuirad with Joseph Nacchio, Robert S.
Woodruff and John McMaster, the former presidemnt etmief executive officer of KPNQwest. Plaintifféege, among other things, that
defendants’ actions were a cause of the bankrigitsf°PNQwest and they seek damages for the bankrujgficit of KPNQwest of
approximately $2.4 billion. Plaintiffs also seeklite damages as well as an award of plaintifferatlys’ fees and costs. On October 17, 2006,
the court issued an order granting defendantstion to dismiss the lawsuit, concluding that dispute should be adjudicated in the Netherl
rather than New Jersey. Plaintiffs appealed thisséten to the United States Court of Appeals fa Third Circuit, which affirmed the
dismissal. Plaintiffs have petitioned the Unitedt& Supreme Court to review the Third Circuit’sigien.

On September 13, 2006, Cargill Financial Markels,a@nd Citibank, N.A. filed a lawsuit in the DisttiCourt of Amsterdam, located in
the Netherlands, against QCII, KPN Telecom B.V.nKdlijke KPN N.V.(“KPN"), Joseph Nacchio, John M&dter, and other former
employees or supervisory board members of QCII, QR#st, or KPN. The lawsuit alleges that defendanissepresented KPNQwest's
financial and business condition in connection wlith origination of a credit facility and wrongfylhllowed KPNQwest to borrow funds under
that facility. Plaintiffs allege damages of appragtely €219 million (or approximately $316 millitased on the exchange rate on
September 30, 2008).

On October 31, 2002, Richard and Marcia Grandyestées of the R.M. Grand Revocable Living Truated January 25, 1991, filed a
lawsuit in Arizona Superior Court. As amended aoitbfving the appeal of a partial summary judgmegdiast plaintiffs which was affirmed
part and reversed in part, plaintiffs allege, amotiger things, that defendants violated state igsifaws in connection with plaintiffs’
investments in KPNQwest securities. QCII is a ddéen in this lawsuit along with Qwest B.V. (oneQ@C€lII’'s subsidiaries), Joseph Nacchio
and John McMaster. Plaintiffs claim to have logpragimately $10 million in their investments in KBMest, and are also seeking interest and
attorneys’ fees.

On August 23, 2005, the Dutch Shareholders AssoaigVereniging van Effectenbezitters, or VEB) (ila petition for inquiry with the
Enterprise Chamber of the Amsterdam Court of Appdatated in the Netherlands, with regard to KPN@&WVEB sought an inquiry into the
policies and course of business at KPNQwest tieableged to have caused the bankruptcy of KPNQinddhay 2002, and an investigation
into alleged mismanagement of KPNQwest by its etreeumanagement, supervisory board members, j@nture entities (QCIl and KPN),
and KPNQwess outside auditors and accountants. On Decemb@02®, the Enterprise Chamber ordered an inquirytiee management a
conduct of affairs of KPNQwest for the period Jaguathrough May 23, 2002. QCII and others haveeapgd that order to the Netherlands
Supreme Court.

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

14



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Nine Months Ended September 30008
(Unaudited)

Other Matters

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

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

We have been a defendant in litigation broughtdxesal owners of payphones relating to the rateshaeged them for the lines to their
payphones between 1997 and 2003. Generally, thehpag owners have claimed that we charged moneafigrhone access lines than we v
permitted to charge under the applicable FCC rdlbs.largest of these lawsuits, filed in the Unigtdtes District Court for the Western
District of Washington, has been amicably setttadah immaterial amount and dismissed. One lavisusiill pending in the United States
District Court for the District of Utah, which isirently stayed pending resolution of related peaiiegs before the FCC. Another proceeding
against us is also pending before the Oregon Pulility Commission. Several related proceedingsamderway at the FCC involving us,
other telecommunications companies, and payphomemwin all of these proceedings, the payphoneesvseek damages for amounts paid
allegedly exceeding the amounts that were permitteter the applicable FCC rules. We will vigoroudéfend against these actions.

A putative class action filed on behalf of certaffQCII’s retirees was brought against QCII, thee&3dwlife Insurance Plan and other
related entities in federal district court in C@do in connection with QCII's decision
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to reduce the life insurance benefit for theseees to a $10,000 benefit. The action was filed/lanch 30, 2007. The plaintiffs allege, among
other things, that QCII and other defendants weligated to continue their life insurance benefitree levels in place before QCII decided to
reduce them. Plaintiffs seek restoration of theilifsurance benefit to previous levels and cedgintable relief. The district court ruled in
QCII's favor on the central issue of whether QGibperly reserved its right to reduce the life irmwe benefit under applicable law and plan
documents. The retirees have amended their compta@ssert additional claims. QCII believes thmaaing claims are without merit, and
QCII will continue to vigorously defend againstgtmatter.

Flood Damage

During June 2008, floods in the Midwest, particlyldowa, caused damage to our network and othetsaisBased on our current
assessment, we estimate that cumulative expenslitaqgiired for the restoration of our network ahglgical plant will be approximately
$30 million, including repairs and equipment replaent. For the three and nine months ended Septe38b2008, we incurred repair
expenditures of $6 million and $8 million, respeety, which are included in the $30 million estimaflthough we carry commercial property
insurance that covers certain property damage asishéss interruption, we do not expect that a sulisi portion of the $30 million estimate
will be covered because we are subject to a $5amitleductible for buildings and contents and a ®#5on deductible for buried outside
plant. We are working with our insurance carriersiétermine the extent to which insurance proceglisffset these expenditures.

Note 8: Labor Union Contracts

In August 2008, we reached tentative agreementsauit labor unions, the Communications Workers ofetica (“CWA”) and the
International Brotherhood of Electrical WorkersRHW"), on new three-year collective bargaining aynents. Each of these agreements
needed to be ratified by union members, and ineéeiper 2008 CWA members failed to ratify the CWAesgnent. In October 2008, we again
reached tentative agreements with the CWA and IB&#W time on new four-year collective bargainimgeements. Each of these agreements
must be ratified by union members, and if ratifiedl] expire on October 6, 2012. As of September 38, employees covered by these
agreements totaled 18,135, or 57% of all our engesy

Note 9: Dividends

We declared dividends to QSC of $600 million and2$#llion and paid dividends of $800 million and.8 billion during the three and
nine months ended September 30, 2008, respectively.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

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

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

Business Overview and Presentation

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

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

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

» Dedicated Internet acces

e Virtual private network

* Hosting services

» Dataintegration

» Voice over Internet protocol, or Voll

*  Multi-protocol label switching; an

» Cable-based videc

For certain products and services we provide, and fsariety of internal communications functiong, use parts of QCII's

telecommunications network to transport voice aai draffic. Through its network, QCII also provédeationally and globally some data and

Internet access services that are similar to seswiee provide within our local service area. Thes®ices include private line, ATM and frame
relay.

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

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

* aprocurement company that managed real estatetaedsupplier selection and negotiations;
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e acomputer system support services company thaliddevelopment, application, maintenance, inteégrand testing o
software.

These reorganization activities combined businesdsvere already controlled by QCII, thereforeageounted for these activities in a
manner similar to a pooling of interests. Thesévdiets had the following effect on our condensedsolidated financial statements for the
three and nine months ended September 30, 200@saofdDecember 31, 2007:

Three Months

Nine Months
Ended Ended
September 3C September 3C
2007 2007
(Dollars in millions)
Increases in
Total operating revent $ 21F $ 637
Income before income tax 13 46
Net income 7 26
December 31
2007
(Dollars
in millions)
Increases in
Total asset $ 1,12¢
Total liabilities 732

In addition, to aid the understanding of these fatute financial statements, we recast prior yesrfcial information in our Current
Report on Form 8-K dated April 4, 2008 (our “Ap£il 2008 Form 8-K").

QCIlI continues to evaluate other ways to betteanize the legal structure and operations of itsislidries and may make additional
changes to the legal structure and operations glibsidiaries, including us, in the future. Inmaction with these past or future reorganization
activities, we do not believe we have consummatad,we do not expect to consummate in the futumg pasiness combinations or other
transactions that will adversely affect our cordatied financial condition or results of operations.

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

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

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

» General, administrative and other operating expease corporate overhead and other operating ddstse include: employ-
related costs for administrative functions (suclsaaries, wages and certain benefits); taxes eesl(Euch as property and other
taxes and Universal Service Fund, or USF, charges)estate and occupancy costs (such as reititiesiand fleet costs); and
other general, administrative and other operatogisc(such as professional fees, outsourced senlitigation related charges and
general computer systems support services). Thgmnses also include our pension and post-retirebeefits costs for all
employees and retiree
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We believe these reclassification changes allowsusiour financial statements to better understaundcost structure and the way we
manage our business. These expense classificatiapsiot be comparable to those of other compaitesse changes had no impact on total
operating expenses or net income for any period.

To reflect the impact that the reorganization atiéis and expense reclassifications described atvowgd have had if they had been
implemented in prior periods, we have recast anthssified certain financial information for thedk and nine months ended September 30,
2007 that is presented in this Item 2 and in omdemsed consolidated financial statements in IterhPart | of this report. In addition, to aid
the understanding of this filing and future filingee recast and reclassified certain prior yeaarfaial information in our April 4, 2008 Form 8-

K.

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

Business Trends

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

Data, Internet and video growtRevenue from data, Internet and video serviceesemted 31% and 27% of our total revenue for
the nine months ended September 30, 2008 and g&¥p&ctively, and continues to grow. We also comtito see shifts in the
makeup of this revenue as customers move fromtimadi data, Internet and video products to moreaaded technologies. As a
result, we continue to focus on these more-advartgt-growth products, which include: broadbandises; private line; and
satellite video services. The revenue increases fhese more-advanced, high-growth products hatgaoad revenue declines
from traditional data, Internet and video servigasch as asynchronous transfer mode, or ATM; freetay; dedicated Internet
access, or DIA; virtual private network, or VPNgdamternet die-up access,

We also continue to focus on improving penetratibbroadband services, and broadband subscribatgge to grow as custome
migrate to higher speed Internet connections. Vietred 2.7 million broadband subscribers as of &dme 30, 2008 compared to
2.4 million as of the same date in 2007. We beltieeability to continually increase connectionesggeis competitively important.
As a result, we continue to invest in increasingauailable connection speeds to meet customer iignvdle expect broadband
subscriber growth to continue, but at a lesserttan in prior periods, as we continue to compet inaturing market where a
significant portion of consumers already have abband connection.

Access line losse. Our revenue has been, and we expect it will comrtito be, adversely affected by access line lofsa®ase(
competition, including product substitution, coni@s to drive our access line losses. For exam@ayroonsumers are substituting
cable, wireless and VolP for traditional voice telmmunications services. This has increased théauand type of competitors
within our industry and has decreased our markatestAdditionally, we believe declining economiamddions have contributed to
an acceleration in our access line losses in 2838 may continue to do so for the remainder ofytreg. The declining economic
conditions will likely continue to impact our busis into 2009. Product bundling, as described hetontinues to be one of our
responses to access line los;

Product promotionsWe offer many of our customers the ability to benséveral products and services. For example, ghrfmint
marketing and advertising efforts with our affiat these customers can bundle local voice senitether services such as
broadband, video, long-distance and wireless. Weusecustomers value the convenience of, and glimsounts associated with,
receiving multiple services through a single comypan addition to our bundle discounts, we alsepffmited time promotions and
a fixed price on our broadband service for quatifycustomers who have our broadband product in ueidle. This “Price for
Life” guarantee allows qualifyin
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customers to loc-in their monthly broadband charges for as loncghayg fjualify. While bundle price discounts have heslin
lower average revenue for our individual produats,believe product bundles continue to positivetpact our customer retentic

Margin contraction. We continue to see customers moving from traditipnaducts and services to more-advanced technology
products and services. The costs associated withiding these more-advanced products and serviwes generally not yet
achieved benefits of scale and are often higher tia costs to provide traditional products andises. As scale improves on the
more-advanced products and services, we expedostistructure will improve. We are respondinghiie trend with improved
operational efficiencies and operating initiatitestem the loss of revenue from traditional prad@and service:

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

Wireless servicedn April 2008, we signed a five-year agreement veithationwide wireless service provider to martetireless
products and services under its brand name begjnnithe third quarter of 2008. Revenue from résglthese products and
services is recorded on a net basis in our coregeliifinancial statements as a voice service. ®oaraaffiliates currently offers
wireless services under a service arrangementandifferent nationwide wireless service providenddr this arrangement, which
will end in 2009, our affiliate provides wirelessrgices under the Qwest brand na

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

Results of Operations

Overview

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

Voice service. Voice services include local voice services atrkas services. Local voice services include Basa exchange
switching and enhanced voice services. Local ve@eices also includes unbundled network elementdNES, provided to our
wholesale customers. Access services include feasharge to other telecommunications providertmect their customers and
their networks to our network. As discussed abaxewill begin to generate revenue from resellingeleiss services in 200

Data, Internet and video servic. Data, Internet and video services include: braadtservices and satellite video services the
offer to consumers; private line services that fWerdo other telecommunications providers and gmise customers; and other d
services such as integrated services digital n&w®FM and frame relay that we offer primarily taterprise customer

Affiliate servicesWe provide to our affiliates voice services, daevices and billing and collections services thatalso provide t
external customers. In addition, we provide to affifiates: marketing

20



Table of Contents

sales and advertising; computer system developarm@hsupport services; network support and techseaiices; and other supp
services, such as legal, regulatory, general fieamd accounting, tax, human resources and exeaupport

We also generate other revenue from USF surcharggthe subleasing of space in our office buildimggrehouses and other properties.

The following table summarizes our results of opers for the three and nine months ended SepteBthe&2008 and 2007 and the
number of employees as of September 30, 2008 abict 20

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change
(Dollars in millions)
Operating revenu $2,55¢ $2,66¢ $ (112 @% $ 7,78 $804 $ (262 (3%
Operating expenst 1,93¢ 1,912 24 1% 5,64z 5,71¢ (76) (1)%
Other expens—net 13¢ 15C (12 (8)% 437 46¢ (32 (7%
Income before income tax 482 60€ (124) (200% 1,70¢ 1,86z (154) (8)%
Income tax expens 183 22¢ (45) (20)% 64¢ 707 (58) (8)%
Net income $ 29¢ $ 376 $ (79 D% $ 1,05 $ 1,158 $ (96 (8)%
Employees (as of September ! 31,76¢ 34,49( (2,725 (8)%

Operating Revenue

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

Three Months Ended September 3C Nine Months Ended September 3C
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change

(Dollars in millions)
Operating revenug

Voice service: $1,28(C $1,40z2 $ (122) (9% $3,93C $4,29¢ $ (369 (9)%
Data, Internet and video servic 81C 734 76 10% 2,39¢ 2,15¢ 24z 11%
Affiliate services 42z 48t (63) (13)% 1,32¢ 1,45: (12¢) (9)%
Other revenue (primarily USF surcharg 44 47 3 (6)% 134 141 (7) (5)%
Total operating revent $2,55¢ $2,66¢ $ (112) (4% $7,787 $8,04¢ $ (262 (3)%

In addition to the specific items discussed belae believe declining economic conditions negativeipacted our revenue for the three
and nine months ended September 30, 2008.

Voice Services Revenue

Voice services revenue decreased primarily duewet local voice services revenue as a result ésline losses of 9% as of
September 30, 2008 compared to September 30, 20®had 11.869 million and 13.032 million accessdias of September 30, 2008 and
2007, respectively. We continue to experience aclies losses as a result of competitive pressamdsdeclining economic conditions, as
described in “Business Trends.”
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Data, Internet and Video Services Revenue

Data, Internet and video services revenue increpsethrily due to an 11% increase in broadband ailtiers and, to a lesser extent, a
30% increase in satellite video subscribers asptenber 30, 2008 compared to September 30, 20@7gfbwth in broadband services
revenue resulted from continuing increases in patieh and, to a lesser extent, increased ratesstemers upgraded to higher speed services.
Private line services revenue also increased asudt iof higher volumes. These revenue increases pagtially offset by a decline in frame
relay and ATM services revenue due to lower volumes

Affiliate Services Revenue

Affiliate services revenue decreased primarily thua change in the way we determine sales and ttirsgkend advertising support
services billed to our affiliates. We implementhis tchange in the fourth quarter of 2007. Thesemae decreases were patrtially offset by an
increase in services we provided to support aliat#is data and Internet product offerings.

We estimate that the profit from these affiliatevezes was approximately $90 million and $100 raillj before income taxes, for the th
months ended September 30, 2008 and 2007, resglgctivid $290 million, before income taxes, forteatthe nine month periods ended
September 30, 2008 and 2007.

Operating Expenses

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

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change

(Dollars in millions)
Cost of sales (exclusive of depreciation .

amortization):

Employecrelated cost $ 326 $ 311 $ 17 5% $ 93C $ 932 $ 2 — %

Other 13¢ 10€ 27 25% 36¢ 297 72 24%
Total cost of sale 461 417 44 11% 1,29¢ 1,22¢ 70 6%
Selling:

Employesrelated cost 26¢ 261 7 3% 802 78€ 14 2%

Marketing, advertising and external commissi 11¢ 12¢ (@) 3% 344 35C (6) (2)%

Other 81 64 17 27% 22E 187 38 20%
Total selling 46€ 44¢ 20 4% 1,371 1,32¢ 46 3%
General, administrative and other operat

Employesrelated cost 11¢& 11¢ (©)] (3)% 352 38E (39) (9)%

Taxes and fee 101 107 (6) (6)% 277 344 (67) (19%

Real estate and occupancy c¢ 78 78 — — % 23C 231 (D) — %

Other 13C 14¢€ (16) (11)% 412 42C (8) (2)%
Total general, administrative and other opera 424 44¢ (25) (6)% 1,271 1,38( (209 (8)%
Affiliates 6C 42 18 43% 15C 12C 30 25%
Depreciation and amortizatic 523 55€ (33) (6)% 1,551 1,664 (113) (7%
Total operating expens $1,93¢ $1912 $ 24 1% $5,64: $5,71¢ $ (76 (1)%
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Cost of Sales (exclusive of depreciation and amaztition)

Cost of sales are costs incurred in providing potgland services to our customers. These includployee-related costs directly
attributable to operating and maintaining our neknguch as salaries, wages and certain benedits) pther cost of sales directly related to our
network operations (such as professional fees,matt@nd supplies, equipment sales costs and unatso services).

Employee-related costs increased for the three mscerided September 30, 2008 primarily due to araege charge of approximately
$40 million related to network operations, panjiaffset by lower costs associated with the fitsger of 2008 employee reductions in our
network operations. Employee-related costs remadssdntially flat for the nine months ended Sept&r3B, 2008 primarily due to severance
charges of approximately $40 million in each of fingt and third quarters of 2008 related to empyeductions in our network operations,
which were partially offset by lower costs as aulesf the first quarter of 2008 employee reducsiofs a result of these employee reductions,
we expect total employee-related costs to deciaas@proximately 4% to 5% in future periods.

Other cost of sales increased primarily due to éigdgquipment sales costs and higher professioealdrd other costs for operating and
maintaining our network.

As discussed in Note 7—Commitments and Contingsrtoi®ur condensed consolidated financial statesriaritem 1 of Part | of this
report, during June 2008 floods in the Midwesttipatarly lowa, caused damage to our network. Basedur current assessment, we estimate
that cumulative expenditures required for the maditon of our network and physical plant will bepamximately $30 million, including repairs
and equipment replacement. For the three and norehs ended September 30, 2008, we incurred repp@nditures of $6 million and
$7 million, respectively, which are included in t880 million estimate.

Selling Expenses

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

Employee-related costs increased primarily duedeverance charge of $8 million in the third quanfe2008 and higher costs associated
with our sales force. These increases were partidfitet by a decline in the amortization of cuséwracquisition costs associated with the
activation of access lines. Certain customer adgprscosts are deferred and amortized over theebegl life of the customer relationship and
have been declining in amount as a result of adoessosses and promotional waivers of activafiess.

Marketing, advertising and external commissiongesed primarily due to lower costs for media atilsiag in 2008.

Other selling costs increased due to higher pradaakfees related to systems and process improvente support selling and billing
functions and higher costs for postage and shipfiad debt expense and other costs, including egsemssociated with sponsoring the
Democratic and Republican National Conventionsciwhook place in our 14-state region in the thisduger of 2008.

General, Administrative and Other Operating Expenss

General, administrative and other operating expease corporate overhead and other operating ddstse include: employee-related
costs for administrative functions (such as sadameages and certain benefits);
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taxes and fees (such as property and other taxeg @8R charges); real estate and occupancy costs ésurents, utilities and fleet costs); and
other general, administrative and other operatogisc(such as professional fees, outsourced servitigation related charges and general
computer systems support services). These expafssemclude our pension and post-retirement benedists for all employees and retirees.

Employee-related costs decreased for the threehs@mded September 30, 2008 primarily due to Igpeesion and post-retirement
benefit costs, partially offset by increases irtaierhealth care costs and a severance chargesahifion. Employee-related costs decreased
for the nine months ended September 30, 2008 pitintare to lower pension costs, payroll taxes aadain health care costs, partially offset
by severance charges of $24 million and an increepest-retirement benefit costs.

Taxes and fees for the nine months ended Septe30b@008 decreased primarily due to a $40 millewofable property tax settlement
recognized in the second quarter of 2008 and déverable adjustments in 2008.

Other expenses for the three months ended Septe3@p2008 decreased primarily due to a $13 millemal reserve accrual recorded in
the third quarter of 2007 related to patent infemgnt claims. For the nine months ended Septenth&088, other expenses decreased due to
the legal reserve recorded in the third quart&0f7 and lower marketing research expense partéfhet by increased professional fees.

Affiliate Expenses
Affiliate expenses include charges for our useoofjtdistance services, wholesale Internet accessrance, occupancy charges and
certain retiree benefits.

Affiliate expenses increased primarily due to In&raccess and voicemalil services, occupancy chargea general liability insurance
credit adjustment in 2007.

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

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change

(Dollars in millions)
Depreciation and amortizatio

Depreciatior $465  $507 $  (42) (8% $1,39: $1,51: $ (120 (8)%
Amortization 58 49 9 18% 15¢ 152 7 5%
Total depreciation and amortizati $522 $55€ $ (39 (6)% $1,557 $1.66¢ $ (119 (N%

Depreciation expense decreased due to lower capitanditures and the changing mix of our investrireproperty, plant and
equipment since 2002. If our capital investmengpam remains approximately the same and we doiguifisantly shorten our estimates of
the useful lives of our assets, we expect thatlepreciation expense will continue to decrease.
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Other Consolidated Results
The following table provides detail regarding otegpense (income)—net and income tax expense:

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2008 2007 (Decrease Change 2008 2007 (Decrease Change

(Dollars in millions)
Other expense (incon—net:
Interest expense on lo-term borrowings an

capital lease—net $14¢ $154 $ (9) 6)%  $444 $454 $ (10) (2%
Othe—net (7) (4) 3 (75)% (7) 15 (22 nm
Total other expense (incon—net $13€ $15C $ (12 (8)%  $437 $46¢ $ (32 (M%
Income tax expens $182 $22¢ $ (49 (200%  $64¢ $707 $ (58 (8)%

nm— Percentages greater than 200% and comparistwsdn positive and negative values or to/from zatoes are considered not
meaningful.

Interest expense on long-term borrowings and ddp#iaes—net decreased due to lower interest oatésating rate debt and interest
rate swaps.

Other—net includes, among other things, interestrime, other interest expense, such as interestcomie taxes, and gains or losses
related to fair value interest rate hedges. Thaghan other—net for the three months ended SepeB® 2008 compared to the same period
in 2007 was primarily due to an interest benefiter to QCII's income tax settlement in the thgudarter of 2008, partially offset by lower
interest income resulting from lower interest rate2008.

For the nine months ended September 30, 2008,-ettetrincludes an interest benefit related to Qiicome tax settlement and inter
income, partially offset by tax interest expensa. the nine months ended September 30, 2007, othet+cludes an $18 million loss on early
retirement of debt in the second quarter of 200¥tar interest expense, partially offset by intenesome.

The effective income tax rate is the provisionifmome taxes as a percentage of income before im¢axes. Our effective income tax
rate was 38.0% and 37.6% for the three months e8dptember 30, 2008 and 2007, respectively, art®38r each of the nine month peric
ended September 30, 2008 and 2007.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSC, which iy owned by QCII. As such, factors relating @o,affecting, QCII’s liquidity and
capital resources could have material impacts oimakiding impacts on our credit ratings, our asce capital markets and changes in the
market's perception of us. QCII and its consolidated glibges had total borrowings of $14.1 billion ap&smber 30, 2008 and $14.3 billior
December 31, 2007.

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

Near-Term View

We had $289 million in cash and cash equivalergdl@ve at September 30, 2008. For the nine maerided September 30, 2008, our
cash was generated by operating activities. Fonéix¢ 12 months, we expect to use our availablegxcash primarily to pay dividends and
income taxes to QSC and to make additional
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investments in our network. We expect our 2008tehpkpenditures to be higher than our 2007 lemdl@ur 2009 capital expenditures to
approximate our 2008 level. For the nine monthsdrBeptember 30, 2008, we declared dividends &fldifion to QSC and paid dividends
$1.8 billion to QSC.

Our working capital deficit, or the amount by whiahr current liabilities exceed our current assets $1.517 billion as of
September 30, 2008 and $904 million as of Decer@be2007. Our working capital deficit increasedf®l 3 million primarily due to
dividends declared to QSC and capital expendityr@sdially offset by earnings before depreciatiamortization and income taxes.

Our working capital deficit is primarily caused 8iyidends that we pay to QSC. The timing of casynpents for declared dividends to
QSC is at our discretion in consultation with Q$@ continue to produce significant cash from opegaactivities, and we believe that our
cash on hand and our cash flows from operationslghme sufficient to meet our cash needs througmtxt 12 months. We have
approximately $320 million of debt maturing in thext 12 months, and we may elect to refinance somadl of that debt. However, due to
recent turmoil in the credit markets and the cargthdecline in the economy, we may not be ableftnance maturing debt at terms that are as
favorable as those from which we previously beedfiir at terms that are acceptable to us.

To the extent that QCII's earnings before interstes, depreciation and amortization, or EBITDA dafined in QCII's debt covenants),
is reduced by cash judgments, settlements and{gratgments, its debt to consolidated EBITDA ratiosler certain debt agreements will be
adversely affected. This could reduce QCII's liqyicind flexibility due to potential restrictions@rawing on its revolving credit facility
(referred to as the Credit Facility) and potentgstrictions on incurring additional debt undertaier provisions of its debt agreements. As a
wholly owned subsidiary of QCII, our business opierss and financial condition could be similarlyeadted, potentially impacting our credit
ratings and access to capital markets.

On March 27, 2008, in connection with the additoddra new lender to its Credit Facility, QCII inceeal the amount available to it under
the Credit Facility from $850 million to $910 mdl. On September 14, 2008, a potential lender av#60 million lending commitment under
the Credit Facility filed for bankruptcy, and QGldbes not believe that this $60 million will be dahale to it. The Credit Facility is currently
undrawn and expires in October 2010. The CredilliBacontains various limitations, including a tastion on using any proceeds from the
facility to pay settlements or judgments relatingécurities-related actions discussed in Note 7s@ibments and Contingencies to our
condensed consolidated financial statements in fterhPart | of this report. Any amounts drawn ba Credit Facility are guaranteed by QSC
and are secured by a senior lien on our stock.

On October 16, 2008, QCII's Board of Directors deetl a quarterly dividend of $0.08 per share togadipproximately $136 million,
payable on December 5, 2008 to shareholders ofdexof November 14, 2008. It is the expectatio@®lI’s Board of Directors to pay a
quarterly dividend going forward.

On October 4, 2006, QCII's Board of Directors ap a stock repurchase program for up to $2 bikib@CII’'s common stock. For the
three and nine months ended September 30, 2008 r@ttirchased 46 million and 95 million sharespessively, of its common stock under
this program at a weighted average price per shfe$8.72 and $4.49, respectively. As of SeptemBe2808, QCII had repurchased a total of
$1.807 billion of common stock under this prograius $193 million remained available for stock nehases. In light of current credit mar|
conditions, QCII's Board of Directors has extendeel timeframe to complete these repurchases, wiéech originally scheduled to be
completed in 2008.

Long-Term View

We have historically operated with a working caiteficit due to our practice of declaring and payregular cash dividends to QSC,
it is likely that we will operate with a working jpial deficit in the future. As
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discussed below, we continue to generate substaash from operations. We believe that cash pexvidy operations, combined with our
current cash position and continued access toatapdrkets to refinance our debt as it maturesylshallow us to meet our cash requirements
for the foreseeable future. Due to recent turmmothie credit markets, we may not be able to refiranaturing debt at terms that are as
favorable as those from which we previously beedfir at terms that are acceptable to us.

We may periodically need to obtain financing inertb meet our debt obligations as they come dueemaly also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotiee@ale of assets) if revenue and cash
provided by operations decline, if economic codisi continue to weaken, if competitive pressuresemse, if holders of the 3.50%
Convertible Senior Notes elect to convert theilesdiecause market-based conversion provisionsetrermavery five years on November 15,
beginning in 2010, if we or QCII are required totrébute a material amount of cash to QCII's pengitan or if we or QCIl become subject to
significant judgments or settlements in one or nmajréhe matters discussed in Note 7—CommitmentsGontingencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report. In the event of an adverse ontedn one or more of these matters, we or
QCII could be required to make significant paymehtg may cause us to draw down significantly onaash balances. The magnitude of any
settlements or judgments resulting from these msatteuld materially and adversely affect QCII'sdfirtial condition and ability to meet its
debt obligations, potentially impacting its creditings, its ability to access capital markets #mdompliance with debt covenants. As a wholly
owned subsidiary of QCII, our business operatiordsfanancial condition could be similarly affectgubtentially impacting our credit ratings
and access to capital markets.

The Credit Facility makes available to QCII $910liom of additional credit subject to certain réstions as described below and is
currently undrawn. However, as noted above, QCésduot believe that a $60 million portion of thedit Facility will be available to it. This
facility has a cross payment default provision, sl facility and certain other debt issues of Q&id its other subsidiaries also have cross
acceleration provisions. When present, such pronsstould have a wider impact on liquidity than migtherwise arise from a default or
acceleration of a single debt instrument. Thesgipians generally provide that a cross default urthese debt instruments could occur if:

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

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

Upon such a cross default, the creditors of a rnat@mount of QCII's debt may elect to declare thatefault has occurred under their
debt instruments and to accelerate the principaluans due such creditors. Cross acceleration gomgsare similar to cross default provisions,
but permit a default in a second debt instrumemigtaeclared only if in addition to a default ocouy under the first debt instrument, the
indebtedness due under the first debt instrumeenttisally accelerated. As a wholly owned subsidar@Cll, in the event of such a cross-
default or cross-acceleration, our business omeratnd financial condition could be affected, poédly impacting our credit ratings and
access to the capital markets. In addition, theliCFecility contains various limitations, includjra restriction on using any proceeds from the
facility to pay settlements or judgments relatioghe securities-related actions discussed in Met€ommitments and Contingencies to our
condensed consolidated financial statements in fterhPart | of this report.

27



Table of Contents

Historical View
The following table summarizes cash flow activitiesthe nine months ended September 30, 2008 @0d: 2

Nine Months
Ended
September 30, Increase/ %
2008 2007 (Decrease Change
(Dollars in millions)
Cash flows:

Provided by operating activitie $2,72 $2,67:¢ $ 54 2%
Used for investing activitie 1,13: 873 26( 30%
Used for financing activitie 1,597 1,641 (44) 3%

Operating Activities

Cash provided by operating activities increasedtddewer cash outflows for affiliate transactiofiis included a decrease in tax
payments to QSC year over year of $371 million essalt of utilization of acquired net operatingdes.

Investing Activities

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

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

We paid cash dividends of $1.800 billion and $1.Bifllon for the nine months ended September 3082nd 2007, respectively. We
may declare and pay dividends to QSC in excessiogéarnings to the extent permitted by applicaie IOur debt covenants do not limit the
amount of dividends we can pay to QSC.

For the nine months ended September 30, 2008, peedr&22 million of long-term borrowings. For the& months ended September 30,
2007, we repaid $337 million of long-term borrowénand received $500 million of proceeds from loaigr borrowings.

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

Letters of Credi
As of September 30, 2008, we had outstanding fetibcredit of approximately $56 million.

Risk Managemen

We are exposed to market risks arising from chairgegerest rates. The objective of our interasé risk management program is to
manage the level and volatility of our interestexge. We currently use derivative financial instenits to manage our interest rate risk
exposure and we may continue to employ them irfuthee.
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Near-Term Maturities

As of September 30, 2008, we had $320 million afjliderm debt obligations maturing in the subseq@@nnhonths. We would be
exposed to changes in interest rates at any tiateath choose to refinance any of this debt. A hypitital increase of 100 basis points in the
interest rate on a refinancing of the entire curpanmtion of long-term debt would decrease annuedt@x earnings by approximately $3 millic

Floating-Rate Debt

One objective of our short-term debt strategy i@ advantage of favorable interest rates byctffely converting floating rate debt to
fixed rate debt using interest rate swaps. As pt&aber 30, 2008, we had $750 million of floatirage debt outstanding, of which $250 mill
was exposed to changes in interest rates. Thissexeads linked to the London Interbank Offered Ratd IBOR. We entered into interest rate
swaps related to the other $500 million that héneedgconomic effect of converting the floating ietgrrates to fixed interest rates until March
2010. A hypothetical increase of 100 basis pomtsIBOR relative to the $250 million of floatingtedebt that is exposed to changes in
interest rates would decrease annual pre-tax ey approximately $2.5 million.

Fixed-Rate Debt

One objective of our long-term debt strategy iatbieve a more balanced ratio of fixed rate totit@prate debt by effectively converting
a portion of our fixed interest rate debt to flogtrate debt using interest rate swaps. Theseditsioss increase our exposure to changes in
interest rates. As of September 30, 2008, we hptbapnately $500 million of fixed rate debt covereylinterest rate swaps that have the
economic effect of converting the fixed interesesao floating interest rates until 2017. A hypatital increase of 100 basis points in LIBOR
relative to this debt would decrease annual prestarings by approximately $5 million.

Investments

As of September 30, 2008, our cash and investrmeatsged by QSC included $287 million of highly lsjaash equivalent instruments,
$56 million invested in auction rate securities 18 million in an investment fund. As interesiesathange, so will the interest income der
from these instruments. Assuming that these invesstinalances were to remain constant, a hypotheliécaease of 100 basis points in interest
rates would decrease annual pre-tax earnings hyxzippately $4 million.

Off-Balance Sheet Arrangements

There were no substantial changes to our off-balaheet arrangements or contractual commitmertkeinine months ended
September 30, 2008, when compared to the discleguiovided in our Annual Report on Form 10-K foe fear ended December 31, 2007.

Special Note Regarding Forward-Looking Statements

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

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

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

These statements may be made expressly in thisydadwor may be incorporated by reference to otheuchents we have filed or will
file with the Securities and Exchange Commissior§BC. You can find many
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of these statements by looking for words such aay/;trf'would,” “could,” “should,” “plan,” “believes;, “expects,” “anticipates,” “estimatesgr
similar expressions used in this document or iruduents incorporated by reference in this document.

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

These risk factors should be considered in conmeetith any written or oral forward-looking statemi®that we or persons acting on our
behalf may issue. Given these uncertainties, wéarainvestors not to unduly rely on our forwdabking statements. We do not undertake
obligation to review or confirm analysts’ expeabais or estimates or to release publicly any remsito any forward-looking statements to
reflect events or circumstances after the dathiefdocument or to reflect the occurrence of urgdied events. Further, the information about
our intentions contained in this document is aestent of our intentions as of the date of this doeat and is based upon, among other things,
the existing regulatory environment, industry cdiodis, market conditions and prices, the econongeimeral and our assumptions as of such
date. We may change our intentions, at any timevdtitbut notice, based upon any changes in sudbrgadn our assumptions or otherwise.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK
The information under the heading “Risk Managemémnttem 2 of Part | of this report is incorporateerein by reference.

ITEM 4. CONTROLS AND PROCEDURES

The effectiveness of our or any system of discleswntrols and procedures is subject to certaiitdiions, 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 misconduahptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureir@r any system of disclosure controls and procesioan provide only reasonable assurance
regarding management’s control objectives.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer,
we evaluated the design and operation of our disceocontrols and procedures (as defined in Rilaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the “Exchange Act”) aseptember 30, 2008. On the basis of this reviewpmnagement, including our Chief
Executive Officer and Chief Financial Officer, cduded that our disclosure controls and procedureslesigned, and are effective, to give
reasonable assurance that the information reqtoree disclosed by us in reports that we file urtlerExchange Act is recorded, processed,
summarized and reported within the time periodsi§ige in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted undher Exchange Act is accumulated and communicateditonanagement, including our Chief
Executive Officer and Chief Financial Officer, imsnner that allows timely decisions regarding nexgldisclosure.

There were no changes in our internal control divancial reporting that occurred in the third geaiof 2008 that materially affected, or
are reasonably likely to materially affect, oureimtal control over financial reporting.
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PART I[I—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

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

ITEM 1A. RISK FACTORS
Risks Affecting Our Business

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

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

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

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

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

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

The telecommunications industry is experiencinguisicant technological changes, and our abilitgxecute our business plans and
compete depends upon our and our affiliates’ gttititdevelop and deploy new products and servsies) as broadband data, wireless, video
and VolP services. The development and deploymfeméw products and services could also requiretantial expenditure of financial and
other resources in excess of contemplated levielse bnd our affiliates are not able to develop mpeaducts and services to keep pace with
technological advances, or if those products andcs are not widely accepted by
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customers, our ability to compete could be advgratected and our market share could decline. ivapility to keep up with changes in
technology and markets could also adversely affextrading price of our debt securities.

Risks Relating to Legal and Regulatory Matters

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

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

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

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

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.

We are subject to significant state and federalleggpn. Interstate communications (including intgfonal communications that origini
or terminate in the U.S.) are regulated by the Fdde@ommunications Commission, or FCC, pursuatthiéoCommunications Act of 1934, as
amended by the Telecommunications Act of 1996,ahdr laws. Intrastate communications are regulbjestate utilities commissions
pursuant to state utility laws. Generally, we nulsiain and maintain certificates of authority frtime FCC and regulatory bodies in most states
where we offer regulated services and must obtaar pegulatory approval of rates, terms and coodg for regulated services, where requi
We are subject to numerous, and often quite detaitgjuirements under federal, state and local,laviss and regulations. Accordingly, we
cannot ensure that we are always in compliance aliitthese requirements at any single point in tifitee agencies responsible for the
enforcement of these laws, rules and regulationsimtiate inquiries or actions based on custonmnglaints or on their own initiative.
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Regulation of the telecommunications industry iarging rapidly, and the regulatory environmentessubstantially from state to state.
A number of state legislatures and state utilitynodssions have adopted reduced or modified formegilation for retail services. These
changes also generally allow more flexibility fate changes and for new product introduction, heg enhance our ability to respond to
competition. At the same time, some of the chargé®th the state and federal level may have thengial effect of reducing some regulatory
protections, including having FCC-approved tariffat include rates, terms and conditions. Despisé regulatory changes, a substantial
portion of our local voice services revenue remaingect to FCC and state utility commission pciagulation, which could expose us to
unanticipated price declines. The FCC is consigetimnging the rates that carriers can charge @aeh for originating, carrying and
terminating traffic. To meet a court-imposed deagllithe FCC may issue an order in November 2008gthg terminating switched access and
reciprocal compensation rates. The FCC is alsoigderisg imposing additional obligations for broaddadeployment to receive USF funds i
reimposing price regulation on some facilities tvatlease to other carriers. There can be no assethat future regulatory, judicial or
legislative activities will not have a material a&dse effect on our operations, or that regulatothiod parties will not raise material issues with
regard to our compliance or noncompliance with @gple regulations.

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

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, continues to carry sfigaint debt. As of September 30, 2008, our conatdid debt was approximately
$7.9 billion, which was included in QCII's consddigtd debt of $14.1 billion. Approximately $5.5 initi of QCII's debt, which includes
approximately $1.6 billion of our debt obligatiomemes due over the next three years. The $5i6rbdimount also includes $1.265 billion of
QCII's 3.50% Convertible Senior Notes due 2025 (h&0% Convertible Senior Notes”), which QCII melgct to redeem, and holders have
the option to convert, every five years on Novemtigrbeginning in 2010. In addition, holders ofs#h&.50% Convertible Senior Notes may
also elect to convert the principal of their ndtege cash during periods when specified, markeetdaonversion requirements are met. While
we currently believe QCII and we will have the fiicéal resources to meet our obligations when tleeyecdue, we cannot fully anticipate our
future condition or that of QCII, the credit marker the economy generally. We may have unexpaexsi$ and liabilities and we may have
limited access to financing. In addition, QCII %193 million of potential stock repurchases remagninder its previously disclosed stock
repurchase program, and it is the expectation di’®B8oard of Directors to continue to pay a qudstelividend. Cash used by QCII to
purchase its common stock or to pay dividendsmwatlbe available for other purposes, includingrégyment of debt.

We may periodically need to obtain financing inerrtb meet our debt obligations as they come due.tD recent turmoil in the credit
markets and the continued decline in the econoreymay not be able to refinance maturing debt atsehat are as favorable as those from
which we previously benefited, at terms that aigeptable to us or at all. We may also need to olatdditional financing or investigate other
methods to generate cash (such as further costtieds or the sale of assets) if revenue and cashded by operations decline, if economic
conditions continue to weaken, if competitive pruess increase, if holders of the 3.50% Convert®#aior Notes elect to convert their notes
because markdiased conversion provisions are met or on Noverhbe?010, if we or QCII is required to contributenaterial amount of cas
to QCII's pension plan or if QCIl or we become sdtjto significant judgments or settlements in onmore of the matters discussed in
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Note +—Commitments and Contingencies to our condensesidtioiated financial statements in Iltem 1 of Paxt this report. We can give no
assurance that this additional financing will baitable on terms that are acceptable to us ol.aAlab, we may be impacted by factors relat
to or affecting our liquidity and capital resourchse to perception in the market, impacts on oeditrratings or provisions in our financing
agreements that may restrict our flexibility undertain conditions.

QCII's $910 million revolving credit facility (refeed to as the Credit Facility), which is currentlydrawn, has a cross payment default
provision, and the Credit Facility and certain ottlebt issues of QCII and its other subsidiariesehiaoss acceleration provisions. When
present, these provisions could have a wider impadiquidity than might otherwise arise from aaldf or acceleration of a single debt
instrument. As a subsidiary of QCII, any such eventld adversely affect our ability to conduct mesis or access the capital markets and
adversely impact our credit ratings. In additidre Credit Facility contains various limitations¢limding a restriction on using any proceeds
from the facility to pay settlements or judgmergkating to the securities-related actions discugsétbte 7—Commitments and Contingencies
to our condensed consolidated financial statemaritem 1 of Part | of this report. See “Liquidiand Capital Resources—Near-Term View”
Item 2 of this report for more information aboug tGredit Facility and our belief that a $60 millipartion of the Credit Facility will not be
available to us.

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

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

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

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

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

Our employees participate in employee benefit ptamnsored by QCII.

QCIlI maintains a qualified pension plan, a nondiglipension plan and post-retirement benefit pl@®GII's condensed consolidated
balance sheets indirectly reflect the value opklh assets and benefit obligations under these plehe accounting for employee benefit plans
is complex, as is the process of calculating theefieobligations under the plans. Adverse chang@sterest rates or market conditions, am
other assumptions and factors, could cause a gignifincrease in QCII's benefit obligations orign#ficant decrease of the asset values
without necessarily impacting QCII's net incomethie short term. In addition, QCII's benefit obliggats could increase significantly if it needs
to unfavorably revise the assumptions it used tkoutzte the obligations. Because the combined vafy#an assets and the combined benefit
obligations are
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each approximately 20 times larger than QCII's lsbatders’ equity as of December 31, 2007, thesesdvchanges could have a significant
negative impact on its stockholders’ equity. Staglers’ equity is one of several measures usecehaio customers and vendors, among
others, to evaluate a company'’s financial conditf such, a significant negative impact on QCstsckholders’ equity could adversely
impact QCII's and our competitiveness in obtainiagorable purchase arrangements and make it matkenbging for QCII and us to compete
for certain sales contracts, among other things.

In addition, with respect to QCII's qualified pemsiplan, adverse changes could require QCII toriborie a material amount of cash to
the plan or could accelerate the timing of any meglipayments. Based on current actuarial analysddorecasts, QCII does not expect to be
required to make any contributions before 2010. elev, given the significant decline in the capiterkets in recent months, QCII can give
assurances that it will not be required to makesamgh contributions in or after 2010. Future materash contributions, if any, could have a
negative impact on QCII's liquidity by reducing bafows, which in turn could affect our liquidity.

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

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

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

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

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

Other Risks Relating to Qwest

If conditions or assumptions differ from the judgmés, assumptions or estimates used in our critiegktounting policies, the accuracy of o
financial statements and related disclosures cobkl affected

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

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

We are included in the consolidated federal inctemeaeturn of QCII. As such, we could be severhdlle for tax examinations and
adjustments attributed to other members of the @@illated group. As a significant
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taxpayer, QCII is subject to frequent and regulatits by the Internal Revenue Service, or IRS, ek & state and local tax authorities. These
audits could subject us to tax liabilities if adseipositions are taken by these tax authoritieduihe 2006, QCII received notices of proposed
adjustments on several significant issues for 8@22hrough 2003 audit cycle, including a propoaegistment disallowing a loss recognized
by QCII relating to the sale of its DEX directorylpishing business. QCII has reached a tentatitteeseent with the IRS on several of these
issues, including the DEX sale. These settlemartsibject to formal review and approval by the,IRSI there is no assurance that these
settlements will ultimately be effected in accorcamvith QCII's expectations.

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

Because prior to 1999 we were a member of afftigups filing consolidated U.S. federal incomereturns, we could be severally
liable for tax examinations and adjustments naatly applicable to us or to current members of@i@| affiliated group. Tax sharing
agreements have been executed between QCII andpseaffiliates, and QCII believes the liabilitiesany, arising from adjustments to
previously filed returns would be borne by theleffed group member determined to have a deficiemder the terms and conditions of such
agreements and applicable tax law. We have notrgiyerovided for liabilities attributable to cemt or former affiliated companies or for
claims they have asserted or may assert against us.

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

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

In August 2008, we reached tentative agreementsauit labor unions, the Communications Workers ofetica, or CWA, and the
International Brotherhood of Electrical Workers,|BEW, on new three-year collective bargaining agnents. Each of these agreements
needed to be ratified by union members, and ineéeiper 2008 CWA members failed to ratify the CWAesgnent. In October 2008, we again
reached tentative agreements with the CWA and IBE\#¥,time on new four-year collective bargainiggeements. Each of these agreements
must be ratified by union members, and if ratifiedl] expire on October 6, 2012. Although we bebewhat our relations with our employees
satisfactory, no assurance can be given that unembers will ratify these tentative agreement$at tve will otherwise be able to
successfully extend or renegotiate our collecti@eghining agreements as they expire from timene tiThe impact of future negotiations,
including changes in wages and benefit levels,ccbalve a material impact on our financial res#itso, if we fail to extend or renegotiate our
collective bargaining agreements, if disputes witlh unions arise, or if our unionized workers ergyga strike or other work stoppage, we
could incur higher ongoing labor costs or expereadsignificant disruption of operations, which Icbliave a material adverse effect on our
business.

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

In February 2007, the FCC issued an order thatifusefrom some regulatory obligations under the@@&nmunications Act. Among
other things, the order gives us more flexibilityintegrate our local
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operations with the long-distance operations of I@@d gives QCII more flexibility to integrate tloperations of its subsidiaries that provide
shared services to us and QCII's other subsidiameligght of this order and consistent with QClEsntinuing strategy to simplify its and our
corporate structure and gain operational efficies,cQCIl has made changes to the legal organizafieame of its subsidiaries and has moved
some of its operations among its subsidiaries. @Qitinues to evaluate other ways to better orgeitéZegal organization and operations o
subsidiaries and may make additional changes ifutiiee. In connection with these activities, werdid expect that QCII will consummate &
business combinations or other transactions thhtadiersely affect our consolidated financial citioch or results of operations. However, if
we continue to be involved in any of these actgtand are unable to successfully integrate tleetaidl operations, the trading price of our debt
securities and credit ratings could be adversdbctdd. Additionally, these reorganization actastiwill impact the entities that are consolid:
into our financial statements and, as a resultfuture financial statements will be different frahe financial statements we have historically
presented. Therefore, our historical financial perfance might not be indicative of future finangiatformance.
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ITEM 6. EXHIBITS

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

Exhibit
Number Description
3.1 Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Qwest Corpon’s Annual Report o
Form 1(-K for the year ended December 31, 1997, File Nd-03040).
3.2) Articles of Amendment to the Articles of Incorpacat of Qwest Corporation (incorporated by referetec®west Corporatic's
Quarterly Report on Form -Q for the quarter ended June 30, 2000, File No-03040).
(3.3) Amended and Restated Bylaws of Qwest Corporatimco(porated by reference to Qwest Corporis Annual Report 0
Form 1(-K for the year ended December 31, 2002, File NG-03040).
(4.1) Indenture, dated as of April 15, 1990, by and betw#lountain States Telephone and Telegraph Comaaahyl he First Nationi

Bank of Chicago (incorporated by reference to Quzesporation’s Annual Report on Form 10-K for theay ended
December 31, 2002, File No. (-03040).

4.2) First Supplemental Indenture, dated as of Aprilld®1, by and between U S WEST Communications,dnd.The Firs
National Bank of Chicago (incorporated by referetuc®west Corporatic’'s Annual Report on Form 10-K for the year ended
December 31, 2002, File No. (-03040).

4.3) Indenture, dated as of October 15, 1999, by anddeet U S West Communications, Inc. and Bank OnstlCompany, N.A.
(incorporated by reference to Qwest Corporatiomaal Report on Form 10-K for the year ended Deceerh, 1999, File
No. 002-03040).

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

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

(4.6) Second Supplemental Indenture, dated as of NoveB%&004, by and between Qwest Corporation and RaSk National
Association (incorporated by reference to QwespOmtion’s Current Report on Form 8-K filed NovemB8, 2004, File
No. 002-03040).

4.7) Third Supplemental Indenture, dated as of Jun@QUd5, by and between Qwest Corporation and U.Sk Betional Associatiol
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed June 23, 2005, File No. 0-03040).
(4.8) Fourth Supplemental Indenture, dated August 8, 269@&nd between Qwest Corporation and U.S. BartloNa Associatior

(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed August 8, 2006, File No. 0-03040).

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

(10.1)

(10.2)

12
31.1
31.2

32

Description
Registration Rights Agreement, dated May 16, 2@@7ong Qwest Corporation and the initial purchabstesd therein
(incorporated by reference to Qwest Corporés Current Report on Forn-K filed May 18, 2007, File No. 0(-03040).

Aircraft Time Sharing Agreement, dated December20B7, by and between Qwest Corporation and Ed#&ahdueller
(incorporated by reference to Qwest Communicatiotesnational Inc.’s Annual Report on Form 10-K fbe year ended
December 31, 2007, File No. (-15577).

Calculation of Ratio of Earnings to Fixed Charg

Chief Executive Officer Certification pursuant tection 302 of the Sarbar-Oxley Act of 2002

Chief Financial Officer Certification pursuant tec@ion 302 of the Sarbar-Oxley Act of 2002

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002

() Previously filed.

In accordance with Item 601(b) (4) (iii) (A) of Regtion S-K, copies of certain instruments definihg rights of holders of certain of our
long-term debt are not filed herewith. Pursuarthts regulation, we hereby agree to furnish a amipgny such instrument to the SEC upon

request.
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SIGNATURE

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

Q WEST C ORPORATION

By: /s/ R. William Johnsto
R. William Johnston
Senior Vice President, Controller and
Chief Accounting Officer
(chief accounting officer and duly authorized offér)

October 29, 2008
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Exhibit 12

QWEST CORPORATION
CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

Nine Months
Ended Years Ended December 31,
September 3C
2008 2007 2006 2005
(Dollars in millions)
Income from continuing operations before incomesgaxiscontinued operations &
cumulative effect of changes in accounting prires $ 1,70¢ $2,44( $1,88: $1,62¢
Add: estimated fixed charg: 50€ 682 70C 70C
Add: estimated amortization of capitalized inte 9 1C 10 12
Less: interest capitalize (1) (12 (12 (10)
Total earnings available for fixed charg $ 2217 $3,12( $2,58( $2,33(
Estimate of interest factor on rent $ 51 $ 62 $ 72 $ 82
Interest expense, including amortization of prensudiscounts and debt issuance cc
@ 444 60¢ 61€ 60€
Interest capitalize 11 12 12 10
Total fixed charge $ 50€ $ 682 $ 70C $ 70C
Ratio of earnings to fixed charg 4.4 4.€ 3.7 3.3

@ Interest expense includes only interest relatddrtg-term borrowings and capital lease obligations.



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Edward A. Mueller, certify that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

Date: October 29, 2008

/s/ Edward A. Muelle

Edward A. Mueller
Chief Executive Officer



Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Joseph J. Euteneuer, certify that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

Date: October 29, 2008

/s/ Joseph J. Eutenel

Joseph J. Euteneuer
Executive Vice President and Chief Financial Office



Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifies, for tlnppses of section 1350 of chapter 63 of title flhe United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2D02, in his capacity as an officer of Qwest @ugtion (“Qwest”) that, to his knowledg
the Quarterly Report of Qwest on Form QUor the quarter ended September 30, 2008, fuliymies with the requirements of Section 13(e
the Securities Exchange Act of 1934 and that tharimation contained in such report fairly preseitsll material respects, the financial
condition and results of operations of Qwest. Thigten statement is being furnished to the Seimsritnd Exchange Commission as an exhibit
to such Form 10-Q. A signed original of this stag¢@trhas been provided to Qwest and will be retabne@west and furnished to the Securities
and Exchange Commission or its staff upon request.

Dated: October 29, 2008 By: s/ Edward A. Mueller

Edward A. Mueller
Chief Executive Officer

Dated: October 29, 20( By: /s/ Joseph J. Eutenel

Joseph J. Euteneuer
Executive Vice President and Chief Financial Office




