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Unless the context requires otherwise, refereneakis annual report to "QC" refer to Qwest Corptioa, references to "Qwest," "we," "us,
and "our" refer to Qwest Corporation and its coridated subsidiaries, references to "QSC" referuo direct parent company, Qwest Servi
Corporation and its consolidated subsidiaries, refeces to "QCII" refer to QSC's direct parent compand our indirect parent company,
Qwest Communications International Inc., and itesmlidated subsidiaries and references to "CentiniyLrefer to QCII's direct parent
company and our ultimate parent company, CentuLiimc. and its consolidated subsidiaries.

PART |
ITEM 1. BUSINESS
Overview

We are an integrated communications company engag@arily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@dumunications services include local, broadbangate line (including special access),
network access, Ethernet, wireless and video ssvia certain local and regional markets, we ptswide local access and fiber transport
services to competitive local exchange carrierd EC"). We strive to maintain our customer relatioips by, among other things, bundling
service offerings to provide our customers witlomplete offering of integrated communications ssasi

We generate the majority of our revenues from sessprovided in the 14 -state region of Arizonalp@ulo, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington, and Wyoming .réfer to this region as our local
service area.

We were incorporated under the laws of the Stateadbrado in 1911. Our principal executive offiegge located at 100 CenturyLink
Drive, Monroe, Louisiana 71203 and our telephonmimer is (318) 388-9000.

On April 1, 2011, our indirect parent QCII becametelly owned subsidiary of CenturyLink, Inc. intax-free, stock-for-stock
transaction. Although we continued as a surviviagporation and legal entity after the acquisititthe accompanying consolidated financial
information is presented for two periods: predeseasd successor, which relate to the period piegetie acquisition and the period
succeeding the acquisition, respectively. On the dathe acquisition, April 1, 2011, our assetd Babilities were recognized at their fair
value. This revaluation has been reflected in amsolidated financial statements and, thereforerbsulted in a new basis of accounting for
the "successor period". This new basis of accogntieans that our consolidated financial statenfentthe successor periods are not
comparable to our consolidated financial statemiiéging to periods prior to the acquisition, imiihg the predecessor period consolidated
financial statements in this annual report.

For certain products and services we provide and f@riety of internal communications functiong use portions of CenturyLink's
telecommunications network to transport data andevaffic. Likewise, CenturyLink uses our teleamomications network to transport data
and voice traffic in order to fulfill services ttsicustomers and a variety of internal communicatimnctions.

For a discussion of certain risks applicable tolmsiness, see "Risk Factors" in Iltem 1A of thisual report. The summary financial
information in this section should be read in cofion with, and is qualified by reference to, consolidated financial statements and notes
thereto in Item 8 and "Management's Discussionfamalysis of Financial Condition and Results of Ggiems" in Item 7 of this annual report.
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Financial and Operational Highlights

The following table summarizes the results of camsolidated operations:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011

(Dollars in millions)
Statements of operations summary data:

Operating revenues $ 8,75:¢ 8,84¢ 6,63¢ 2,26¢
Operating expenses 6,67¢ 6,94: 5,43¢ 1,63(
Operating income $ 2,07¢ 1,90¢ 1,19¢ 63¢
Net income $ 964 84¢ 543 29¢

The following table summarizes certain selectedrfiial information from our consolidated balanceesh as of the following dates:

Successor
December 31, 2013 December 31, 2012
(Dollars in millions)

Balance sheets summary data:

Total assets $ 23,21¢ 23,947
Total long-term deb® 7,55¢ 7,62¢
Total stockholder's equity 9,61: 9,97¢

@ Total long-term debt is the sum of current matesitdf long-term debt and long-term debt (excludiote payable-affiliate) on our consolidated balasteeets. For total
obligations, see "Management's Discussion and Arabf Financial Condition and Results of Operatifuture Contractual Obligations" in Item 7 of tarmual report.

The following table summarizes certain of our ofieral metrics as of the following dates:

Successor
December 31, December 31, December 31,
2013 2012@ 2011@

(in thousands)
Operational metrics:
Total broadband subscribéts 3,42¢ 3,31¢ 3,18¢
Total access liné¥ 7,641 8,05¢ 8,53¢

@ Broadband subscribers are customers that purchgisepeed Internet connection service through #esting telephone lines and fiber-optic cablesi access lines are
lines reaching from the customers' premises tanaection with the public network.

@) The prior year numbers have been adjusted to iedluel operational metrics of our wholly owned sdiasi/, El Paso County Telephone Company, whichbesh previous!
excluded. The increase (in thousands) relatedctading El Paso County Telephone Company's broatibahscribers and access lines, in the table axapproximately 2
and 3, respectively.
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Operations

We group our products and services among threerroajegories: strategic services, legacy servindsaffiliates and other services. See
descriptions of these categories below in the sec¢t®roducts and Services". The following tableviles a summary of our operating reven
by category:

Successor Predecessor
Year Year Nine Months Three Months

Ended Ended Ended Ended

December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)

Strategic services $ 3,34: 3,26t 2,40¢ 792
Legacy services 3,20¢ 3,471 2,79¢ 1,00:
Affiliates and other services 2,20: 2,112 1,43: 475
Total operating revenues $ 8,75¢ 8,84¢ 6,63t 2,26¢

Substantially all of our lontjved assets are located in the United States abstantially all of our revenues are from custontecated ir
the United States.

Our operations are integrated into and reportquhasof the segments of CenturyLink. CenturyLirdtigef operating decision maker
("CODM") is our CODM, but reviews our financial imimation on an aggregate basis only in connectitm our quarterly and annual reports
that we file with the Securities and Exchange Cossion ("SEC"). Consequently, we do not providediscrete financial information to the
CODM on a regular basis. As such, we have one taiplersegment.

Products and Services

Our products and services include local, broadbparidate line (including special access, which warket to our business and wholesale
customers), network access, Ethernet, informagohrtology ("IT"), video and other communications/gees. We offer our customers the
ability to bundle together several products angises, such as broadband, video (including DIREGHMugh CenturyLink's strategic
partnership), voice and Verizon Wireless (througm@ryLink's strategic partnership) services. Wigelse our customers value the
convenience and price discounts associated witkivieg multiple services through a single company.

Most of our products and services are providedgusiir telecommunications network, which consistga€e and data switches, copper
cables, fiber-optic cables and other equipment.r@twork serves approximately 7.6 million accesediin 14 states and forms a portion of the
public switched telephone network. For more infaioraon our network, see "Business—Network Architeg" below.

Described below are our key products and services.
Strategic Service

Our customers use our "strategic” services to adtesinternet, connect to private networks andstrat data. We also provide value-
added services and integrated solutions that makenzinications more secure, reliable and efficienoluir customers. We focus our marke
and sales efforts on these services:

« Broadband Our broadband services allow customers to cortoetie Internet through their existing telephomedi and fiber-optic
cables at high speeds. Substantially all of ouatdband subscribers are located within the locaisearea of our wireline telephone
operations;

« Private line. Private line (including special access, which warket to our business and wholesale customersjlirieet circuit or
channel specifically dedicated for the purposeiatly connecting two or more sites. Private lofiers a high-speed, secure solution
for frequent transmission of large amounts of detiaveen sites. We also provide private line trassian services to wireless service
providers that use our fiber-optic cables connetietieir towers, commonly referred to as fibetite tower or wireless backhaul
services, to support their next generation wirefesworks;

» Ethernet. Ethernet services include point-to-point and mpitint configurations that facilitate data transsioss across metropolitan
areas and wide area networks. Ethernet servicessoeised to provide transmission services toleggeservice providers that use our
fiber-optic cables connected to their towers;
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* Video. Our video services include primarily satelliteithfjtelevision under CenturyLink's arrangementmiiRECTYV that allows us
to market, sell and bill for its services underbitand name; and

*  Wireless servicesOur wireless services are offered under Centuy/kiagency arrangement with Verizon Wireless thawa us, as
a subsidiary of CenturyLink, to market, sell anldifioir its services under its brand name, primatdyour residential customers who
buy these services as part of a bundle with omaare of our other products and services. Centuilysiarrangement allows us to sell
the full complement of Verizon Wireless servicesn@ryLink's current five-year arrangement with izen Wireless runs through
2015 and is terminable by either party thereafter.

Legacy Service
Our "legacy" services represent our traditionabepidata and network services, which include theviing:

* Local. We offer local calling services for our residehtind business customers within the local serviea af our wireline markets,
generally for a fixed monthly charge. These sewicelude a number of enhanced calling featureso#imet services, such as call
forwarding, caller identification, conference dadji voice mail, selective call ringing and call tireg, for which we generally charge
an additional monthly fee. We also generate reveffieen non-recurring services, such as inside imstllation, maintenance
services, service activation and reactivation.

For our wholesale customers, our local calling iserefferings include primarily the resale of owice services and the sale of
unbundled network elements ("UNEs"), which allow ainolesale customers to use our network or a coatioin of our network and
their own networks to provide voice and data se@wim their customers. Local calling services pieslito our wholesale customers
allow other telecommunications companies the gtititoriginate or terminate telecommunications & on our network. Local
calling services also include network transpoiting services and access to our network by othlecommunications providers and
wireless carriers;

* ISDN. We offer integrated services digital network ("ISD) services, which uses regular telephone linesufgport voice, video and
data applications;

*  WAN. We offer wide area network ("WAN") services, whigllows a local communications network to link &tworks in remote
locations; and

» Switched access serviceAs part of our wholesale operations, we provideouss forms of switched access services to wireding
wireless service providers for the use of our fthedl to originate and terminate their interstaid trastate voice transmissions.

Affiliates and Other Service

We provide to our affiliates telecommunicationsvézes that we also provide to external customersddition, we provide to our
affiliates IT support and services, which includesnputer system development and support servieéspnk support and technical services.
We also generate other operating revenues fromdosal Service Fund ("USF") revenues and surchamgedhe leasing and subleasing of
space in our office buildings, warehouses and giheperties. The majority of our real estate prapsrare located in the local service area of
our wireline operations.

Patents, Trade Names, Trademarks and Copyrights

Either directly or through our affiliates, we havghts in various patents, trade names, trademadgsjrights and other intellectual
property necessary to conduct our business. Ouitssroften use the intellectual property of othersluding licensed software. We also
occasionally license our intellectual property thess.

We periodically receive offers from third parti@spgurchase or obtain licenses for patents and atkedtectual property rights in exchar
for royalties or other payments. We also periodijcaceive notices, or are named in lawsuits, &ligghat our products or services infringe on
patents or other intellectual property rights afdiparties. In certain instances, these mattangpcgentially adversely impact our operations,
operating results or financial position. For aduitil information, see “Risk Factors—Risks Impacting Business” in Item 1A of this annual
report and Note 16—Commitments and Contingenciesitaonsolidated financial statements in Item &af annual report.

Sales and Marketing

We maintain local offices in most of the larger plagion centers within our local service area. Eheffices provide sales and customer
support services in the community. We also relyponcall center personnel to promote sales of sesvihat meet the needs of our customers.
Our strategy is to enhance our communications ses\y offering a comprehensive bundle of senagcesdeploying new technologies to



further enhance customer loyalty.
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We conduct most of our operations under the bramden"CenturyLink." Our satellite television serviseffered on a co-branded basis
under the "DIRECTV" name. The wireless service thatoffer under CenturyLink's agency agreement Wihizon Wireless is marketed
under the "Verizon Wireless" brand name.

Our approach to our residential customers emphasizetomer-oriented sales, marketing and serviteadocal presence. We market
our products and services primarily through disades representatives, inbound call centers, fetail stores, telemarketing and third parties.
We support our distribution with direct mail, bitiserts, newspaper and television advertising, ikepsomotions, public relations activities
and sponsorship of community events and sportsegenu

Our approach to our business and governmental mastoincludes a commitment to deliver communicatiand network products and
services that meet existing and future businesdsitgough bundles of services and integrated senfferings. Our focus is to be a
comprehensive communications solution for our swidite, mid-sized and select enterprise busineslsgpvernmental customers. We market
our products and services primarily through disades representatives, inbound call centers, telatiag and third parties. We support our
distribution with direct mail, bill inserts, newsgper and television advertising, website promotideemarketing and third parties.

Our approach to our wholesale customers includesranitment to deliver communications solutions thaet existing and future needs
of national network telecommunications providerstiygh bandwidth growth and quality of services.

Network Architecture

Most of our products and services are providedgusiir telecommunications network, which consistga€e and data switches, copper
cables, fiber-optic cables and other equipment.l@eal exchange carrier networks also include edwutffices and remote sites, all with
advanced digital switches and operating with lieghsoftware. Our fiber-optic cable is the primagnsport technology between our central
offices and interconnection points with other indemt carriers. As of December 31, 2013 , we mairthover 434 thousand miles of copper
plant and approximately 78 thousand miles of fiygtic plant in our local exchange networks. We atsontain separate networks in
connection with providing fiber transport and CLE€&vices.

We continue to enhance and expand our network plovieg broadband-enabled technologies to provittétsnal capacity to our
customers. Rapid and significant changes in tecgyohre expected to continue in the telecommuninatindustry. Our future success will
depend, in part, on our ability to anticipate addt to changes in customer demands and techndlogwgrticular, we anticipate that continued
increases in broadband usage by our customersagilire us to make significant capital expenditdoeisicrease network capacity or to
implement network management practices to alleviaterork capacity shortages, either of which caddersely impact our results of
operation and financial condition. For additiongbrmation, see "Risk Factors", generally, in ItéAof this annual report, and, in particular,
"Risk Factors—Risks Affecting Our Business—Incresaisebroadband usage may cause network capaciafioms, resulting in service
disruptions, reduced capacity or slower transmissjzeeds for our customers."

Similarly, we continue to take steps to simpliffdanodernize our network, which is comprised of legiacy network combined with the
network of our indirect parent, CenturyLink, argl dfffiliates. To attain our objectives, we plarcémtinue to undertake several complex
projects that we expect will be costly and takeesaelyears to complete.

For more information on our properties, see Iteat this annual report.
Regulation

We are subject to significant regulation by thedralCommunications Commission ("FCC"), which reges$ interstate communicatiol
and state utility commissions, which regulate istaée communications. These agencies (i) issus tolprotect consumers and promote
competition, (ii) set the rates that telecommuméaratompanies charge each other for exchanginfictrahd (iii) have traditionally established
USF to support the provision of services to hight@reas. In most states, local voice serviceched and special access services and
interconnection services are subject to price g, although the extent of regulation variesype of service and geographic region. In
addition, we are required to maintain licenses withFCC and with state utility commissions. Lawd aegulations in many states restrict the
manner in which a licensed entity can interact \afffiliates, transfer assets, issue debt and enigaggher business activities and many
acquisitions and divestitures require approvallgyRCC and some state commissions.
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Historically, incumbent local exchange carrierd ECs") operated as regulated monopolies havingxietusive right and responsibility
to provide local telephone services in their fragetl service territories. As we discuss in gredégail below, passage of the
Telecommunications Act of 1996, coupled with statgslative and regulatory initiatives and techigidal change, fundamentally altered the
telephone industry by generally reducing the refarieof ILECs and creating a substantial increastaé number of competitors. We are
considered an ILEC. The following description dis®es some of the major industry regulations tHatgbur traditional telephone operations,
but numerous other regulations not discussed betmid also impact us. Some legislation and reguatare currently the subject of judicial,
legislative and administrative proceedings whichldsubstantially change the manner in which tlectemmunications industry operates and
the amount of revenues we receive for our servidegher the outcome of these proceedings, nor gregential impact on us, can be predicted
at this time. For additional information, see "RIzkctors" in Item 1A of this annual report.

Federal Regulation
General

We are required to comply with the Communications & 1934, which requires us to offer servicepiat and reasonable rates and on
non-discriminatory terms, as well as the Telecomigations Act of 1996, which amended the CommunicegiAct of 1934 primarily to
promote competition.

The FCC regulates interstate services we prowadyding the special access charges we bill forlegade network transmission and the
interstate access charges that we bill to longadist companies and other communications compan@mnection with the origination and
termination of interstate phone calls. Additionatlye FCC regulates a number of aspects of ounbssirelated to privacy, homeland security
and network infrastructure, including access to asel of local telephone numbers. The FCC has reggbity for maintaining and
administering the federal USF, which provides satsal support for maintaining networks in high<caseas, as well as supporting service to
low-income households, schools and libraries, amnal healthcare providers. Like other communicainatwork operators, ILECs must obtain
FCC approval to use certain radio frequenciesp erainsfer control of any such licenses. The FQ8&ims the right to revoke these licenses if a
carrier materially violates relevant legal requients.

In recent years, our operations and those of a#decommunications carriers have been further itgohby legislation and regulation
imposing additional obligations on us, particulasligh regards to providing broadband service, leoisy homeland security, increasing dise
recovery requirements, minimizing environmental aogs and enhancing privacy. These laws includ€tramunications Assistance for Law
Enforcement Act, and laws governing local telephoumber portability and customer proprietary netwiaformation requirements. These
laws and regulations may cause us to incur additionsts and could impact our ability to compefedaively.

In December 2012, the FCC initiated a special acpesceeding and has requested data, informatidmecuments to allow it to condt
a comprehensive evaluation of competition in thecg access market. The ultimate impact of thizgeding on the Company is currently
unknown. However, if the FCC were to adopt sigaificchanges in regulations affecting special aceessces, this could adversely impact
operations or financial results.

Intercarrier Compensation

For decades, the FCC has regularly (i) considesgidws intercarrier compensation reforms, genesaitiy a goal to create a uniform
mechanism to be used by the entire telecommunitatimlustry for payments between carriers origintgtierminating, or carrying
telecommunications traffic and (ii) administratée federal USF.

In October, 2011, the FCC adopted the Connect Araemd Intercarrier Compensation Reform order ("@Ader") intended to reform
the existing regulatory regime to recognize ongahifts to new technologies, including VolP, anddrally redirect universal service fundir
to foster nationwide broadband coverage. The CAleroprovides for a multi-year transition over tlexindecade as terminating intercarrier
compensation charges are reduced, universal sdanding is explicitly targeted to broadband deph@nt, and line charges paid by end user
customers are gradually increased. We anticipatetifese changes will substantially increase tlee pareductions in the amount of switched
access revenues in our wholesale business, wiitiag opportunities for increases in federal US6 i@etail revenue streams.
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In late 2011, numerous parties filed a petitionrfronsideration with the FCC seeking numeroussiens to the CAF order. In January
2012, CenturyLink joined more than two dozen pariiechallenging certain aspects of the CAF ordgfiling a separate appeal that was hear
by the United States Tenth Circuit Court of Appealdlovember 2013, and we are awaiting the Codgtssion. Future judicial challenges to
the CAF order are also possible, which could atatelay the FCC's proposed changes. In additiasedh on the outcome of the FCC
proceedings, various state commissions may conshdarges to their universal service funds or itdtasaccess rates. Moreover, rulemaking
designed to implement the CAF order is not compkatel several FCC proceedings relating to the CAleraremain pending. For these and
other reasons, we cannot predict the ultimate inpiihese proceedings at this time.

We received approximately $141 million , $145 roifli, and $142 million of revenue from federal atadesuniversal service programs
for the successor years ended December 31, 20130drd, and the combined year ended December 31, 2@spectively. Such amounts
represented approximately 1.6% of our 2013, 20122011 total operating revenues.

Broadband Deployment

The American Recovery and Reinvestment Act of 2008 "Recovery Act") includes certain broadbandatives that are intended to
accelerate broadband deployment across the UniteedsSThe Recovery Act approved $7.2 billion indimg for broadband stimulus projects
across the United States to be administered bygtwernmental agencies. The programs provide gearttdoans to applicants for construction
of certain broadband infrastructure, provision eftain broadband services, and support of certaiadband adoption initiatives. This program
has attracted a wide range of applicants includtates, municipalities, staup companies and consortiums. The participatiostioér parties i
these programs has increased competition in sdlacéas, which may increase our marketing costslaodtase our revenues in those areas.
This trend may intensify if program participatiocieases.

State Regulatior

In recent years, most states have reduced thaitatign of ILECs. Nonetheless, state regulatory eossions generally continue to
regulate local service rates, intrastate accesgebastate universal service funds and in somescsesvice quality. In all of our states, we are
regulated under various forms of alternative regtethat typically limit our ability to increasates for basic local voice service, but relieve u
from the requirement to meet certain earnings tésis few states, we have recently gained prifiegdom for the majority of retail services,
other than stand-alone basic consumer voice seivicaost of the states in which we operate, weetgained pricing flexibility for certain
enhanced calling services, such as caller ideatifio and for bundled services that also includalleoice service.

Under state law, we are typically governed by lawd regulations that (i) regulate the purchasesatelof ILECs, (ii) prescribe certain
reporting requirements, (iii) require ILECs to pide service under publicly-filed tariffs settingfio the terms, conditions and prices of
regulated services, (iv) limit ILECs' ability to tvow and pledge their assets, (v) regulate trarmacbetween ILECs and their affiliates, and
(vi) impose various other service standards.

Unlike many of our competitors, as an ILEC we gaflgface "carrier of last resort" obligations whimclude an ongoing requirement to
provide service to all prospective and current@ustrs in our service area who request service andidling to pay rates prescribed in our
tariffs. In certain situations, this may constitateompetitive disadvantage to us if competitorsa@oose to focus on low-cost profitable
customers and withhold service from high-cost ufif@ble customers. In addition, strict adherenceawaier of last resort requirements may
force us to construct facilities with a low liketibd of positive economic return.

We operate in states where traditional cost regorerchanisms, including rate structures, are uadaiuation or have been modified.
laws and regulations change, there can be no agsuthat these mechanisms will continue to prouslevith any cost recovery.

For several years, we have faced various carri@ptaints, legislation or other investigations refjag our intrastate switched access
rates in several of our states. On October 27, 20E1FCC adopted an order that, among other thprgempted state regulatory commissions
jurisdiction over all terminating access chargesluding intrastate access charges that have ttialigrbeen subject to exclusive sti
jurisdiction. Excluding the rate implications comtelated on a prospective basis by this FCC ordenwill continue to vigorously defend a
seek to collect our intrastate switched accessueysubject to outstanding disputes. The outcorhgese disputes cannot be determined at
this time. If we are required to reduce our intitesswitched access rates as a result of any s tisputes or state initiatives, we will seek to
recover displaced switched access revenues framwatéversal service funds or other services. Harethe amount of such recovery
particularly from residential customers, is notuaes.
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Competition
General

We compete in a rapidly evolving and highly comipeti market and we expect intense competition ttinae. Technological advances
and regulatory and legislative changes have ineteapportunities for a wide range of alternativemomnications service providers, which in
turn have increased competitive pressures on ainess. These alternate providers often face fesgeiations and have lower cost structures
than we do.

As both residential and business customers inerglysidlemand high-speed connections for entertaimngemmunications and
productivity, we expect the demands on our netwdltkcontinue to increase over the next severakye@o succeed, we and other network-
based providers must ensure that our networks etwed services that meet these increasing bantveidd speed requirements. We plan to
continue to invest in our network to be able to hikis future demand. In addition, network religiibnd security are increasingly important
competitive factors in the enterprise business.

Although our status as an ILEC continues to provsl@dvantages in providing local services in oaal service area, as noted above we
increasingly face significant competition as anéasing number of consumers are willing to sultstitable, wireless and electronic
communications for traditional voice telecommurimas services. This has led to an increase in tineber and type of competitors within our
industry, price compression and a decrease in aukehshare. As a result of this product substitytive face greater competition in providing
local services from wireless providers, resellemd sales agents (including ourselves), social measss and broadband service providers,
including cable companies. We also continue to atmpith traditional telecommunications providexnsch as national carriers, smaller
regional providers, CLECs and independent telepltongpanies.

Some of our competitors are subject to fewer raguia than we are, which affords them competitisreamtages against us. Under fed
regulations, telecommunication providers are abl@terconnect their networks with ours, resell senvices or lease separate parts of our
network in order to provide competitive serviceen@rally, we have been required to provide thesetions and services at wholesale rates tc
our competitors, which allow our competitors td sedir services at lower prices. However, thedesrhave been and continue to be reviewed
by state and federal regulators. In addition, wessland broadband service providers generallyudject to fewer regulations, which may all
them to operate with lower costs than we are abtgperate. For additional discussion of regulat@ffiscting our business, see "Regulation”
above.

As discussed below, competition for many of ouvieess is based in part on bundled offerings. Wéelielour customers value the
convenience of and price discounts associated watieiving multiple services through a single compa\s such, we continue to focus on
expanding and improving our bundled offerings.

Strategic Service

With respect to our strategic services, competisopased on price, bandwidth, service, promotamsbundled offerings. Wireless
carriers' fourth generation, or 4G, services denahg them to more directly compete with our stgit services. Private line services also
compete on network reach and reliability, whiledsband services compete on bandwidth and qualggmfce.

In providing broadband services, we compete primarith cable companies, wireless providers an@éptiroadband service providers.
Competition within our broadband services is baseg@rice, bandwidth and service. In reselling DIRBGrideo services, we compete
primarily with cable and other satellite comparasswvell as other sales agents and resellers. Caipdtere is based on price, content and
quality.

The market for wireless services is highly compegitWe market and sell wireless services to custsrwho are buying these service:
part of a bundle with one or more of our other @, In reselling Verizon Wireless services, wmpete with national and regional carriers a:
well as other sales agents and resellers. Conmgefitr our wireless services is based on the coeeaaea, price, services offered, features,
handsets, technical quality and customer service.

In providing private line services we compete priitgavith national telecommunications providerschias AT&T Inc. and Verizon
Communications Inc. Additionally we are experiemcincreased competition for private line serviaesf cable companies. Competition for
private line services is based primarily on praewell as network reach, bandwidth, quality, telitsy and customer service.

Although we are experiencing intense competitioth#se markets, we believe we are favorably pegticdue to our strong presence in
our local service area. Many of our competitorstf@se strategic services are not subject to tine sagulatory requirements as we are and
therefore they are able to avoid significant retpriacosts and obligations. Throughout each ofammpetitive services, we continue to focus



on expanding and improving our bundled offerings.
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Legacy Service

The market for legacy services is highly competitand is based primarily on pricing, packagingestees and features, quality of
service and meeting customer care needs. We béliege customers value the convenience of and gisceunts associated with, receiving
multiple services through a single company. Withia telecommunications industry, these servicesinayde telephone, wireless, video and
Internet access. Accordingly, we and our competitantinue to develop and deploy more innovativelpct bundling, enhanced features and
combined billing options in an effort to retain again customers. While we rely on reseller or sagsncy arrangements to provide some o
bundled services, some of our competitors aretabpeovide all of their bundled services directihich may provide them a competitive
advantage.

Our resale and UNE customers are experiencingatme £ompetition with CLECs, for local services oustrs as we are, as discussed
above. We also compete with some of our own custethat are deploying their own networks to provddetomers with local services. By
doing so, these competitors take traffic off of aetwork.

Significant competitive factors in the local teleple industry include pricing, packaging of serviaad features, quality and convenience
of service and meeting customer needs such asied@illing and timely response to services calls

We provide access services to other telecommuoitapiroviders to connect their customers and tregivorks to our network so that
they can provide long-distance, transport, dateeless and Internet services. We face significantpetition for access services from CLECs,
cable companies, resellers and wireless servicgdes. Our access service customers face comyeefitessures in their businesses that are
similar to those we face with respect to strategid legacy services. To the extent that these clitimpgpressures result in decreased demand
for their services, demand for our access senatszsdeclines.

Wireless telephone services increasingly constauggnificant source of competition with ILEC siess, especially since wireless
carriers have begun to compete effectively on tmshof price with more traditional telephone segsi As a result, some customers have
chosen to completely forego use of traditional ieephone service and instead rely solely on wsglservice for voice services. This trend is
more pronounced among consumer customers, whicpriser61% of our access line customers. We antiithas trend will continue,
particularly if wireless service providers contirteeexpand their coverage areas, reduce their, iatpsove the quality of their services and
offer enhanced new services. Substantially alluwfazcess line customers are currently capablecgfiving wireless services from at least one
competitive service provider. Technological andutatpry developments in wireless services, persomamunications services, digital
microwave, satellite, coaxial cable, fiber optiogal multipoint distribution services, WiFi ancher wired and wireless technologies are
expected to further permit the development of aliives to traditional landline services. Moreovke growing prevalence of electronic mail,
text messaging, social networking and similar digibmmunications continues to reduce the demantidditional landline voice services.

Improvements in the quality of VoIP service have $everal cable, Internet, data and other commtioicacompanies, as well as stap-
companies, to substantially increase their offexiofjVolP service to business and residential ensts. VoIP providers frequently offer
features that cannot readily be provided by tradél ILECs and may price their services at or belowge prices currently charged for
traditional local and long-distance telephone smwifor several reasons, including lower operatogjs and regulatory advantages. Although
over the past several years the FCC has incregssngiected portions of VolP operations to fedesglulation, VVoIP services currently operate
under fewer regulatory constraints than local ergleacarriers services. For all these reasons, weotassure that VolP providers will not
successfully compete for our customers.

In providing other legacy services, such as tradél services and ISDN, we compete primarily widtianal telecommunications
providers and cable companies. Competition forelather legacy services is based primarily on paiwg bundled offerings.

Environmental Compliance

From time to time we may incur environmental comptie and remediation expenses, mainly resulting ianing or operating of
vehicle fleets or power supplies for our commun@@a equipment. Although we cannot assess withairgyt the impact of any future
compliance and remediation obligations or provida with any assurances regarding the ultimate itb&ceof, we do not currently believe
that future environmental compliance and remediatigpenditures will have a material adverse efiecour financial condition or results of
operations.
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Seasonality

Overall, our business is not significantly impachgdseasonality. From time to time weather relgieblems have resulted in increased
costs to repair our network and respond to seisédls in some of our markets. The amount and tinoifipese costs are subject to the weathel
patterns of any given year.

Employees

At December 31, 2013 , we had approximately 22@@floyees, of which approximately 12,000 are mesbéeither the International
Brotherhood of Electrical Workers or the Commurimas Workers of America. See the discussion ofsrigtating to our labor relations in
"Risk Factors—Risks Affecting Our Business" in Itdw of this annual report.

Over the past couple of years, we have reducedvotkforce primarily due to (i) integration efforfiiom CenturyLink's indirect
acquisition of us; (ii) increased competitive prass; and (iii) the loss of access lines over &s¢ $everal years.

Website Access and Important Investor Information

Our website is the same as that of our ultimatenqgazompany, CenturyLink, whichwswvw.centurylink.com The information contained
on, or that may be accessed through, our websitetipart of this annual report. You may obtairefedectronic copies of our annual reports or
Form 10-K, quarterly reports on Form 10-Q, curmeports on Form & and all amendments to those reports in the "liordRelations” sectio
of our website {r.centurylink.com) under the heading "SEC Filings." These reporsaaailable on our website as soon as reasonably
practicable after we electronically file them witte Securities and Exchange Commission, or SEC.

We have adopted CenturyLink's written codes of cahthat serve as the code of ethics applicabbutairectors, officers and
employees, in accordance with applicable laws atespromulgated by the SEC and the New York SEbahange. In the event that
CenturyLink makes any changes (other than by anteah administrative or non-substantive amendmintdr provide any waivers from, the
provisions of its code of conduct applicable to diectors or executive officers, CenturyLink intisrto disclose these events on our website ¢
in a report on Form 8-K filed with the SEC. Thesdes of conduct, as well as copies of CenturyLighiglelines on significant governance
issues and the charters of their audit committesypensation committee, nominating and corporategmance committee and risk evaluation
committee, are also available in the "Corporate&boance" section of our websitevatw.centurylink.com/Pages/AboutUs/Governamocen
print to any shareholder who requests them by sgnaliwritten request to our Corporate SecretaGeaturyLink, Inc., 100 CenturyLink
Drive, Monroe, Louisiana, 71203.

Investors may also read and copy any materiald fileth the SEC at the SEC's Public Reference Raol0@&F Street, N.E., Washingtc
D.C. 20549. For information on the operation of Bblic Reference Room, you are encouraged tdtealBEC at 1-800-SEC-0330. For all of
our electronic filings, the SEC maintains a webatt@ww.sec.gothat contains reports, proxy and information statets and other informatic
regarding issuers that file electronically with BEC.

In connection with filing this annual report, ourief executive officer and chief financial officerade the certifications regarding our
financial disclosures required under the SarbandeyQAct of 2002, and the Act's related regulations

Special Note Regarding Forward-Looking Statementsral Related Matters

This annual report and other documents filed bynder the federal securities law include, and futwnal or written statements or press
releases by us and our management may includeafdrl@oking statements about our business, finhnoiadition, operating results and
prospects. These statements include, among others:

» statements concerning the benefits that we éxp#laesult from our operations, investmentsngactions and other activities, such as
increased revenue or decreased expenditures;

» statements about our anticipated future opegatitd financial performance, financial position diqdidity, tax position, contingent
liabilities, growth opportunities and growth ratasguisition and divestiture opportunities, busingspects, regulatory and
competitive outlook, investment and expenditureplanvestment results, financing alternatives smdces and pricing plans; and

« other similar statements of our expectationefse future plans and strategies, anticipatecettgyments and other matters that are nc
historical facts, many of which are highlightedvwegrds such as "may," "would," "could," "should,"1dp," "believes," "expects,"
"anticipates," "estimates, hopes," or variations or similexpressions.

projects,” "intenddikely," "seeks,
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These forwardeoking statements are based upon our judgmenassuimptions as of the date such statements arecoaderning futur
developments and events, many of which are beyandantrol. These forward-looking statements, dredassumptions upon which they are
based, are inherently speculative and are suljechumber of risks and uncertainties. Actual evant results may differ materially from
those anticipated, estimated, projected or imgigds in those statements if one or more of thisge por uncertainties materialize, or if our
underlying assumptions prove incorrect. Factorsdbald affect actual results include but are mottéd to:

» the timing, success and overall effects of comipetifrom a wide variety of competitive provide
» the risks inherent in rapid technological changeluding product displaceme

» the effects of ongoing changes in the regulatibtihe communications industry, including the aue of regulatory or judicial
proceedings relating to intercarrier compensatiaagess charges, universal service, broadband depfdydata protection and net
neutrality;

» our ability to effectively adjust to changes in teenmunications industry and changes in our market&luct mix and network caus
by our recent acquisition;

e our ability to successfully integrate our acgdioperations into CenturyLink's operations, incigdhe possibility that the anticipated
benefits from their recent acquisition of us cartmefully realized in a timely manner or at all tbat integrating our acquired
operations will be more difficult, disruptive orstty than anticipated;

« our ability to effectively manage our expansion @ppnities, including retaining and hiring key pamgel

» possible changes in the demand for, or pricinguar products and services, including our abilifyeffectively respond to increased
demand for high-speed broadband service;

e our ability to successfully introduce new protdacservice offerings on a timely and cestective basit

» the adverse impact on our business and network frassible equipment failures, security breachesroilar attacks on our netwo
» our ability to successfully negotiate collectivedmining agreements on reasonable terms without stoppage:

» our continued access to credit markets on favoriziohes

e our ability to collect our receivables from finaalty troubled communications compan

» our ability to maintain favorable relations withrdeey business partners, suppliers, vendors, ladslland financial institution

« any adverse developments in legal or regulatorgg®dings involving u

* unanticipated increases or other changes irfiuture cash requirements, whether caused by umaaitid increases in capital
expenditures, increases in pension funding requrgsor otherwise;

» the effects of adverse weatt
» other risks referenced in this annual report oeptf our filings with the SEC; a

» the effects of more general factors such asgdmin interest rates, in tax laws, in accountiolicies or practices, in operating,
medical, pension or administrative costs, in gdnmaeaket, labor or economic conditions, or in léafion, regulation or public policy.

These and other uncertainties related to our bssiage described in greater detail in Item 1A f éimnual report, which is subject to
updating and supplementing by our subsequent SE@tse
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These risk factors should be considered in conmeetith any written or oral forward-looking statem&that we or persons acting on oul
behalf may issue. Anticipated events may not oaecurour actual results or performance may diffetenmaly from those anticipated, estima
or projected if one or more of these risks or utaisties materialize, or if underlying assumptigngave incorrect. Additional factors or risks
that we currently deem immaterial or that are mespntly known to us could also cause our actsailt®to differ materially from our expected
results. Given these uncertainties, we cautionstors not to unduly rely on our forward-lookingtstaents. We undertake no obligation to
update or revise any forward-looking statementsafor reason, whether as a result of new informafittare events or developments, changec
circumstances, or otherwise. Furthermore, any inétion about our intentions contained in any of fomvard-looking statements reflects our
intentions as of the date of such forward-lookitejesment and is based upon, among other thingexibéng regulatory and technological
environment, industry and competitive conditiong] @conomic and market conditions and our assumgpas of such date. We may change
our intentions, at any time and without notice,gazhgpon any changes in such factors, in our assongpdr otherwise.

Investors should also be aware that while we deadbus times, communicate with securities analyisis against our policy to disclose
to them selectively any material non-public infotioa or other confidential information. Accordingiyvestors should not assume that we
agree with any statement or report issued by alystrierespective of the content of the statemermneport. To the extent that reports issued by
securities analysts contain any projections, fastscar opinions, such reports are not our respdaitgib

Unless otherwise indicated, information contaimethis annual report and other documents filed oynder the federal securities laws
concerning our views and expectations regardingdimemunications industry are based on estimate® madis using data from industry
sources, and on assumptions made by us based omaoagement's knowledge and experience in the tsarkeshich we operate and the
communications industry generally. You should bam@that we have not independently verified daienfindustry or other thirgarty source
and cannot guarantee its accuracy or complete@essstimates and assumptions involve risks andrtaioties and are subject to change
based on various factors, including those discubsémlv in Item 1A of this annual report.

ITEM 1A. RISK FACTORS

The following discussion of “risk factorstientifies the most significant risks or uncertestthat could (i) materially and adversely af
our business, financial condition, results of ofieres, liquidity or prospects or (i) cause our wadtresults to differ materially from c
anticipated results or other expectations. The¥alg information should be read in conjunctionhwiManagemens Discussion and Analy:
of Financial Condition and Results of Operatioastl our consolidated financial statements ande@labtes included elsewhere in this an
report. Please note that the following discussfondt intended to comprehensively list all riskaincertainties faced by us. Our operatior
actual results could also be similarly impactedalgitional risks and uncertainties that are notenity known to us, that we currently deer
be immaterial or that are not specific to us, saslgeneral economic conditions.

Risks Affecting Our Business

Increasing competition, including product substifon, continues to cause us to lose access linedctvhas adversely affected and
expected to continue to adversely affect our opemgtesults and financial condition.

Regulatory and other developments over the pastrakyears have caused us to continue to lose sitines and to experience incree
competitive pressures impacting each of our busisegments, and we expect these trends will cantinuaddition to competition from larg
national telecommunications providers, we are fadimcreasing competition from a variety of otheumes, including cable and sate
companies, wireless providers, information techgploompanies, broadband providers, device providesellers, sales agents and facilities
based providers using their own networks as wethase leasing parts of our network.

Some of our current and potential competitors ffig@roproducts or services that are substituteofortraditional voice services, includ
wireless voice and noweice communication services, (ii) offer a more goahensive range of communications products andcss; (iii)
have market presence, engineering and technicabdaies, and financial and other resources greten ours, (iv) own larger or more dive
networks with greater transmission capacity or o#ulvantages, (v) conduct operations or raise @lagita lower cost than us, (vi) are subje
less regulation, (vii) offer services nationallyioternationally to a larger geographic area ogdartase of customers, (viii) offer greater or
content or (ix) have substantially stronger braadghas. Consequently, these competitors may be legitépped to provide more attraci
offerings, to charge lower prices for their produahd services, to develop and expand their conwations and network infrastructures r
quickly, to adapt more swiftly to new or emergirgctinologies and changes in customer requirememtdevote greater resources to
marketing and sale of their products and serviges) provide more comprehensive customer service.
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Competition could adversely impact us in severalsyancluding (i) the loss of customers and masketre, (ii) the possibility of
customers reducing their usage of our servicesittirgy to less profitable services, (iii) reducdffic on our networks, (iv) our need to exp
substantial time or money on new capital improvenpeojects, (v) our need to lower prices or inceeamrketing expenses to remain
competitive and (vi) our inability to diversify lsuccessfully offering new products or services.

We are continually taking steps to respond to tlvesepetitive pressures, but these efforts may aduzcessful. Our operating results
and financial condition would be adversely affedfdtiese initiatives are unsuccessful or insuffitiand if we otherwise are unable to
sufficiently stem or offset our continuing accdsg llosses and our revenue declines without cooredipg cost reductions. If this occurred, our
ability to service debt and pay other obligatiormnd also be adversely affected.

Rapid technological changes could require substahtxpenditure of financial and other resources @xcess of contemplated levels, and
inability to respond to those changes could reduee market share and adversely affect our operatirggults and financial condition.

The communications industry is experiencing sigaifit technological changes, which in general ar&damting nonvoice
communications and enabling a broader array of emiegs to offer services competitive with ours. Mafiyhose technological changes ar
displacing or reducing demand for our traditionalce services, (ii) enabling the development of petitive products or services, or (
enabling our current customers to reduce or bypassof our networks. Similarly, demand for our loitmand services could be adver:
affected by advanced wireless data transmissidmt#ogies being developed by wireless providerstgndertain technologies permitting ce
companies and other competitors to deliver fasteradband speeds than ours. Rapid changes in tegiyn@re also increasing 1
competitiveness of the information technology sssiindustry.

We may not be able to accurately predict technolddrends or the success of newlf§ered services. Further technological changed
require us to expend capital or other resourcexdarss of currently contemplated levels, or todorthe development or provision of prodi
or services that others can provide more efficieriflwe are not able to develop new products asrtises to keep pace with technolog
advances, or if those products and services arsvitaly accepted by customers, our ability to cotapsould be adversely affected and
market share could decline. Any inability to effeety respond to technological changes could atbeeesely affect our operating results
financial condition, as well as our ability to sere/debt and pay other obligations.

In addition to introducing new technologies andedfigs, we may need, from time to time, to phasecutdated and unprofital
technologies and services. If we are unable toodonsa cost-effective basis, we could experiendaaged profits.

For additional information on the risks of incredh@xpenditures, see "Risk Factors—Risks Affectingldquidity and Capital
Resources—Our business requires us to incur sutzteapital and operating expenses, which redocesvailable free cash flow."

Our legacy services continue to experience declinevenues, and our efforts to offset these dedimeay not be successful.

In recent years, the telephone industry has expegita decline in access lines, long distance tesand network access revenues,
which, coupled with the other changes resultingrfcompetitive, technological and regulatory deveiepts, continue to place downward
pressure on the revenues we generate from ounjegacices.

We have taken a variety of steps to counter theskngs, including:
e anincreased focus on selling a broader randpgbier-growth strategic services, which are désctiin detail elsewhere in this annual
report;
e anincreased focus on serving a broader rangesifdéss, governmental and wholesale customer:

e greater use of service bund

However, some of these strategic services genlenatr profit margins than our traditional servicasd some can be expected to
experience slowing growth as increasing numbemiogxisting or potential customers subscribe éz¢hnewer products. Moreover, we car
assure you that the revenues generated from oupfierings will offset revenue losses associatedifreduced sales of our legacy products.
Similarly, we cannot assure you that our new serwiferings will be as successful as anticipatedaddition, our reliance on third parties to
provide certain of these strategic services coaftstrain our flexibility, as described further belo
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Our future results will suffer if we do not effeately adjust to changes in our business.

The above-described changes in our industry haaeegla higher premium on technological, engineerimgketing and provisioning
skills. Our future success depends, in part, orability to retrain our staff to acquire or streimgh skills necessary to address these changes,
and, where necessary, to attract and retain nesopeel that possess these skills. Given the cucmnpetitive market for personnel with these
skills; we cannot assure you that these recruitraBatts will be successful.

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

Unfavorable general economic conditions, includimg unstable economy and credit market, could neggtaffect our business.
Worldwide economic growth has been sluggish siri@2and many experts believe that a confluendéaabbrs in the United States, Europe,
Asia and developing countries may result in a prgéa period of economic stagnation, slow growteeaanomic uncertainty. While it is
difficult to predict the ultimate impact of thesergeral economic conditions, they could adversdigcatiemand for some of our products and
services and could cause customers to shift torlpweed products and services or to delay or forggrchases of our products and services.
These conditions impact, in particular, our abititysell discretionary products or services to bess customers that are under pressure to
reduce costs or to governmental customers that tememtly suffered substantial budget cuts withpfeesspect of additional future budget cuts.
Any one or more of these circumstances could causeevenues to continue declining. Also, our cors may encounter financial hardships
or may not be able to obtain adequate access dit,onnich could negatively impact their ability teake timely payments to us. In addition, as
discussed further below, unstable economic andtareatkets may preclude us from refinancing mawidebt at terms that are as favorable ac
those from which we previously benefited, at tetha are acceptable to us, or at all. For thessores among others, if current economic
conditions persist or decline, our operating resdibhancial condition, and liquidity could be adsely affected.

We could be harmed by security breaches, damagesttoer significant disruptions or failures of our etworks, information technology
infrastructure or related systems, or of those wgeoate for certain of our customers.

To be successful, we will need to continue proygdiir customers with a high-capacity, reliable sadure network. We face the risk, as
does any company, of a security breach or sigmifidésruption of our information technology infragtture and related systems (including our
billing systems). As a communications and inforimatiechnology company, we face an added risk tlsatarity breach or other significant
disruption of our public networks or informatiortkamology infrastructure and related systems thati@weslop, install, operate and maintain for
certain of our business and governmental custoowarsl lead to material interruptions or curtailneeat service. Moreover, due to the nature
of our customers and services, we face a heightéslethat a security breach or disruption coulsliiein unauthorized access to our custon
proprietary or classified information on our publietworks or internal systems or the systems tleadperate and maintain for certain of our
customers.

We make significant efforts to maintain the seguaind integrity of these types of information agdtems and maintain contingency
plans in the event of security breaches or othstesy disruptions. Nonetheless, we cannot assuréhgbwur security efforts and measures wil
prevent unauthorized access to our systems, lodsspruction of data (including confidential cli@mtormation), account takeovers,
unavailability of service, computer viruses, maleyasr other forms of cyber attacks or similar eseftese threats may derive from human
error, fraud, malice or sabotage on the part ofleyges, third parties or other nations, or couklliefrom accidental technological failure.
Similar to other large telecommunications companieshave been subject to a variety of securitadiies and cyber attacks, although to date
none of these have resulted in a material advéfset ®n our operating results or financial coratitiWe cannot assure you, however, that
future security breaches or disruptions would reosccessful or damaging, especially in light efghowing frequency, scope and
sophistication of cyber attacks and intrusions.é&y be unable to anticipate all potential typeattdcks or intrusions or to implement
adequate security barriers or other preventativasmes, and any resulting damages could be material

Additional risks to our network and infrastructimelude:

» power losses or physical damage, whether causéidebpdverse weather conditions, terrorism or ntiee
e capacity or system configurance limitatic

+ software and hardware obsolescence, defects ounaibns

e programming, processing and other human erroi

» other disruptions that are beyond our con
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Network disruptions, security breaches and othgricant failures of the above-described systemsdd:

» disrupt the proper functioning of these networkd aystems and therefore our operations or thosertdin of our custome;

« result in the unauthorized access to, and desiny loss, theft, misappropriation or releas@miprietary, confidential, sensitive or
otherwise valuable information of ours, our custosy@ our customers' end users, including tradeetsgavhich others could use for
competitive, disruptive, destructive or otherwiserhful purposes and outcomes;

e require significant management attention orrftial resources to remedy the damages that restdtanange our systems, including
expenses to repair systems, add new personnelelogeadditional protective systems;

* require us to offer expensive incentives toiregxisting customers or subject us to claims fitract breach, damages, credits, fines,
penalties, termination or other remedies, partitylaith respect to service standards set by segalatory commissions; or

« resultin a loss of business, damage our rejputamong our customers and the public generallyjest us to additional regulatory
scrutiny or expose us to litigation.

Likewise, our ability to expand and update our infation technology infrastructure in response togrowth and changing needs is
important to the continued implementation of owvreervice offering initiatives. Our failure to exmhor upgrade our technology infrastruct
could have adverse consequences, which could ia¢chaldelayed implementation of new service offgjrdecreased competitiveness of
existing service offerings, increased acquisitimegration costs, service or billing interruptioasd the diversion of development resources.

Any or all of the foregoing developments could haveegative impact on our results of operatiomsricial condition and cash flows.

Increases in broadband usage may cause network c#pdimitations, resulting in service disruptionseduced capacity or slowe
transmission speeds for our customers.

Video streaming services and peer-to-peer fileisgaapplications use significantly more bandwidthrt traditional Internet activity such
as web browsing and email. As use of these neweices continues to grow, our high-speed Internst@mers will likely use much more
bandwidth than in the past. If this occurs, we ddae required to make significant capital expendguo increase network capacity in order to
avoid service disruptions, service degradatiorlawer transmission speeds for our customers. Adtidraly, we could choose to implement
network management practices to reduce the neteaphcity available to bandwidth-intensive actiwtéring certain times in market areas
experiencing congestion, which could negativelgeifour ability to retain and attract customeraffiected markets. While we believe demand
for these services may drive high-speed Interngtiocners to pay for faster broadband speeds, wenotaye able to recover the costs of the
necessary network investments. This could reswhiadverse impact to our operating margins, restilbperations and financial condition.

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

From time to time, we receive notices from thirdtjgs or are named in lawsuits filed by third pestclaiming we have infringed or are
infringing upon their intellectual property righté/e are currently responding to several of these@®and claims. Like other communications
companies, we have received an increasing numbktbesé notices and claims in the past several yaatsexpect this industry-wide trend will
continue. Responding to these claims may requite egpend significant time and money defendingusg of the applicable technology, and
divert management’s time and resources away frémardiusiness. In certain instances, we may benedjto enter into licensing agreements
requiring royalty payments or, in the case of &tign, to pay damages. If we are required to taleea more of these actions, our profit
margins may decline. In addition, in respondinghiese claims, we may be required to stop sellingdesign one or more of our products or
services, which could significantly and adversdfga our business practices, results of operatiand financial condition.

Similarly, from time to time, we may need to obt#ie right to use certain patents or other intéligicproperty from third parties to be
able to offer new products and services. If we cafinense or otherwise obtain rights to use amyired technology from a third party on
reasonable terms, our ability to offer new prodaetd services may be prohibited, restricted, maoleostly or delayed.
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Our operations, financial performance and liquiditsre materially reliant on various third parties.

Reliance on other communications providersWe rely on reseller and sales agency arrangemetitother communications compan
to provide some of the services that we sell toomstomers, including video services and wirele@sslcts and services. If we fail to extend or
renegotiate these arrangements as they expiretinoerto time or if these other companies fail tiilfitheir contractual obligations to us or @
customers, we may have difficulty finding altermatarrangements and our customers may experiesagtions to their services. In addition,
as a reseller or sales agent, we do not contr@vhéability, retail price, design, function, qitgl reliability, customer service or branding of
these products and services, nor do we directlyraball of the marketing and promotion of thesedurcts and services. To the extent that t
other companies make decisions that negatively détngar ability to market and sell their productsiaervices, our business plans and goals
and our reputation could be negatively impactethdte reseller and sales agency arrangementssueogssful due to one or more of these
risks, our business and operating results may beraely affected.

To offer voice or data services in certain of olarkets, we must either lease network capacity frmninterconnect our network with 1
infrastructure of, other communications companié® wypically compete against us in those marketsil& to the risks summarized in 1
prior paragraph, our reliance on these lease erdahnection arrangements limits our control oterduality of our services and exposes |
the risk that the other carrier may be unwillingctmtinue or renew these arrangements in the fatiterms favorable to us, or at all.

Conversely, certain of our operations carry a $icgmt amount of voice or data traffic for othemmmunications providers. Their reliar
on our services exposes us to the risk that theytraasfer all or a portion of this traffic from onetwork to networks built, owned or leasec
them, thereby reducing our revenues.

Our operations and financial performance could teeesely affected if our relationships with any tbese other communicatic
companies are disrupted or terminated for any aeson, including if such other companies:

* go bankrupt or experience substantial financidlalifties;

« suffer work stoppages or other labor st

« challenge our right to receive payments or serviceter applicable regulations or the terms of aisting contract arrangements
« are otherwise unable or unwilling to make paymentsrovide services to

Reliance on other key suppliers, vendors and landids. We depend on a limited number of suppliers and eenfbr equipment and
services relating to our network infrastructurer @gaal exchange carrier networks consist of céwiifece and remote sites, all with advanced
digital switches. If any of these suppliers expaeinterruptions or other problems deliveringenvicing these network components on a
timely basis, our operations could suffer signffit. To the extent that proprietary technologyacfupplier is an integral component of our
network, we may have limited flexibility to purcleakey network components from alternative suppbed may be adversely affected if third
parties assert patent infringement claims agaimssoppliers or us. In addition, we rely on a ledihumber of software vendors to support out
business management systems. In the event it bescoecessary to seek alternative suppliers and venade may be unable to obtain
satisfactory replacement supplies, services, spauadlities on economically attractive terms, otiraely basis, or at all, which could increase
costs or cause disruptions in our services.

Reliance on governmental paymentsWe receive a material amount of revenue or govent subsidies under various government
programs or our service contracts with federateséad local agencies. Governmental agencies frglgueserve the right to terminate their
contracts for convenience, or to suspend or dedfmapanies from receiving future subsidies or cosraader certain circumstances. If our
governmental contracts are terminated for any rgamoif we are suspended or debarred from goventethprograms or contracts, our results
of operations and financial condition could be miatly adversely affected.

Consolidation among other participants in the commigations industry may allow our competitors to cpete more effectively against us,
which could adversely affect our operating resuéiad financial condition.

The telecommunications and cable industries hapergéanced substantial consolidation over the lagplte of decades, and some of our
competitors have combined with other communicatjmmasiders, resulting in larger competitors thatdngreater financial and business
resources and broader service offerings. Furthesal@ation could increase competitive pressuned,cduld adversely affect our operating
results and financial condition, as well as outighto service debt and pay other obligations.
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If we fail to extend or renegotiate our collectivgargaining agreements with our labor unions as thexpire from time to time, or if ot
unionized employees were to engage in a striketheowork stoppage, our business and operating fésaould be materially harmed.

Approximately 53%of our employees are members of various bargainity represented by the Communications Workefsnodrica o
the International Brotherhood of Electrical Workefsom time to time, our labor agreements with neiexpire and we typically negotiate
terms of new bargaining agreements. We may be artableach new agreements, and union employee€ngage in strikes, work slowdov
or other labor actions, which could materially dj#r our ability to provide services and resultmereased cost to us. In addition, new I
agreements may impose significant new costs onwhigh could impair our financial condition or resubf operations in the future. To
extent they contain benefit provisions, these agergs may also limit our flexibility to change bétein response to industry or competil
changes. In particular, the pasnployment benefits provided under these agreenuentisl cause us to incur costs not faced by marnyu
competitors, which could ultimately hinder our caetifive position.

We have a significant amount of goodwill and othietangible assets on our balance sheet. If our goaglli or other intangible assets become
impaired, we may be required to record a signifi¢arharge to earnings and reduce our stockholdergudy.

Over 60%of our total consolidated assets reflected on thlarize sheet included in this annual report corsfiggoodwill or othe
intangible assets. Under generally accepted actmuptinciples, most of these intangible assetstrbastested for impairment on an ani
basis or more frequently whenever events or circantes indicate that their carrying value may reotdcoverable. From time to time, we t
be required or our predecessors have recorded tegeash charges to earnings in connection with requiegluctions of the value of ¢
intangible assets. If our intangible assets arerdehed to be impaired in the future, we may baiiregl to record additional significant, non-
cash charges to earnings during the period in witieimpairment is determined.

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

Over the past few years, certain utilities, coofieea and municipalities in certain of the statesvhich we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that these éeditare successful in increasing the amount we p:
for these attachments, our future operating costsnerease.

In addition, we rely on rights-of-way, colocatiograements and other authorizations granted by govemtal bodies and other third
parties to locate our cable, conduit and other agtvequipment on their respective properties. if ahthese authorizations terminate or lapse,
our operations could be adversely affected.

We depend on key members of our senior managemesnnt

Our success depends largely on the skills, expegiand performance of a limited number of senificefs. Competition for senior
management in our industry is intense and we mag Héficulty retaining our current senior officess attracting new ones in the event of
terminations or resignations. For a discussioriroflar retention concerns relating to our recergiasition, please see the risks described b
under the heading "Risk Factors—Risks RelatinguioRecent Acquisition."

Risks Relating to our Recent Acquisition
We may be unable to integrate successfully into @eyLink's operations and realize the anticipateebefits of the recent acquisition.

CenturyLink's indirect acquisition of us involveatetcombination of two companies which previouslgmped as independent public
companies. We have devoted, and will continue totie significant management attention and reseu@@tegrating the business practices
and operations of CenturyLink and Qwest. We mayenter difficulties in the integration process,luting the following:

* the inability to successfully combine our busis®s in a manner that permits the combined comipaaghieve the cost savings and
operating synergies anticipated to result fromabguisition, either due to technological challengessonnel shortages, strikes or
otherwise, any of which would result in the antatgd benefits of the acquisition not being realigarly or wholly in the time frame
anticipated or at all;

» delays or limitations in connection with offegimew products or providing current ones arisingafuhe multiplicity of different
legacy systems, network and processes used byogtol companies;
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» the complexities associated with managing thelined businesses out of several different locatand integrating personnel from
multiple companies, while at the same time attengptid provide consistent, high quality products aed/ices under a unified culture;

» the complexities of combining two companies vdifierent histories, regulatory restrictions, cestictures, products, sales forces,
markets, marketing strategies, and customer bases;

» the failure to retain key employees, some of whomila be critical to integrating , operating or engeng the companie
« potential unknown liabilities and unforeseen insexhexpenses or regulatory conditions associatibdté acquisition; ar

» performance shortfalls at one or both of the t@wmpanies as a result of the diversion of managésnattention caused by integrating
the companies' operations.

As discussed further under "Business—Network Agtttitre," we are currently undertaking several cemptostly and time-consuming
projects to simplify and modernize our network, evhis an amalgam of our legacy network combinedi wie network of our indirect parent
CenturyLink and its affiliates.

For all these reasons, you should be aware thaeowaining efforts to integrate these companiestarsihesses could distract our
management, disrupt our ongoing business or cheed@sistencies in our products, services, starsgl@aahtrols, procedures and policies, ar
which could adversely affect our ability to maimtaelationships with customers, vendors and empeye to achieve the anticipated benefits
of the acquisition, or could otherwise adversefeafour business and financial results.

Risks Relating to Legal and Regulatory Matters

An adverse outcome in any material litigation of @eryLink or QCII could have a material adverse inagt on our financial condition anc
operating results, on the trading price of our detdcurities and on our ability to access the capitaarkets.

As described in Item 8 of CenturyLink’s Annual Refjpan Form 10-K, CenturyLink and QCII are involviedseveral legal proceedings
that, if resolved against them, could have a matadverse effect on their business and finanaiadltion, including the KPNQwest lawsuit
brought against QCII by Cargill Financial Markd®¢ and Citibank, N.A. As a wholly owned subsidiafyCenturyLink and QCII, our busine
and financial condition could be similarly affected

There are other material proceedings pending ag@msturyLink, as described in Iltem 8 of Centuni'snAnnual Report on Form 10-K.
Depending on their outcome, any of these mattaeutldmave a material adverse effect on our finanmiaition or operating results. We can ¢
you no assurances as to the impact of these matterar operating results or financial conditi

We operate in a highly regulated industry and atrestefore exposed to restrictions on our operatiaargd a variety of claims relating to such
regulation.

General . We are subject to significant regulation by (ig tFederal Communications Commission (“FCQihich regulates interstz
communications, (ii) state utility commissions, elhregulate intrastate communications, and (iifjougs foreign governments and internatic
bodies, which regulate our international operatidgenerally, we must obtain and maintain certiésabf authority or licenses from th
bodies in most territories where we offer regulegedrices. We cannot assure you that we will beesssful in obtaining or retaining all licen
necessary to carry out our business plan, and, iévem are, the prescribed service standards anditons imposed on us in connection v
obtaining or acquiring control of these licensesynimpose on us substantial costs and limitation® ®¥e also subject to numer
requirements and interpretations under variougnatenal, federal, state and local laws, rules mglilations, which are often quite deta
and occasionally in conflict with each other. Aatingly, we cannot ensure that we are always corsitde be in compliance with all the
requirements at any single point in time. The agenesponsible for the enforcement of these lawss and regulations may initiate inqui
or actions based on customer complaints or on tveir initiative.
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Regulation of the telecommunications industry amnts to change rapidly, and the regulatory enviemtmaaries substantially from
jurisdiction to jurisdiction. Notwithstanding a @ movement towards alternative regulation, atamitial portion of our local voice servic
revenue remains subject to FCC and state utilitgragssion pricing regulation, which periodically e@ggs us to pricing or earnings disputes
and could expose us to unanticipated price declinesrexchange carriers have filed complaintsariaus forums requesting reductions in our
access rates. In addition, several long-distanoeigiers are disputing or refusing to pay amounteaww us for carrying Voice over Internet
Protocol ("VolP") traffic, or traffic they claim tbe VolP traffic. There can be no assurance thatdéuegulatory, judicial or legislative
activities will not have a material adverse effestour operations, or that regulators or thirdipanvill not raise material issues with regard to
our compliance or noncompliance with applicableutatjons.

Risks associated with recent changes in federal relgtion. On October 27, 2011, the FCC adopted the Conneetrita and
Intercarrier Compensation Reform order ("CAF orjlértended to reform the existing regulatory regitmeecognize ongoing shifts to new
technologies, including VolP, and gradually re-direderal universal service funding to foster oravide broadband coverage. This initial
ruling provides for a multi-year transition oveethext decade as intercarrier compensation chargeagduced, federal universal service
funding is explicitly targeted to broadband depl@ym and subscriber line charges paid by end-usgomers are gradually increased. We
expect these changes will substantially increaseg#ite of reductions in the amount of switched scoevenues we receive in our wholesale
business, while creating opportunities for increaadederal Universal Service Fund ("USF") anditeevenue streams. Several judicial
challenges to the CAF order are pending and additifuture challenges are possible, any of whialictalter or delay the FCC's proposed
changes. In addition, based on the outcome of @@ proceedings, various state commissions may @enshanges to their universal service
funds or intrastate access rates. Moreover, rulelgadesigned to implement the CAF order is not cletep and several FCC proceedings
relating to the order remain pending. For theseathdr reasons, we cannot predict the ultimate anpbthese proceedings at this time.

In addition, during the last few years CongrestherFCC has initiated various other changes, inetu@) broadband stimulus projects,
support funds and similar plans and (i) new "netwmreutrality” rules. The FCC is also considerifhguges in the regulation of special access
services. Any of these recent or pending initisgigeuld adversely affect our operations or findn@sults. Moreover, many of the FCC's
regulations adopted in recent years remain subjgaticial review and additional rulemakings, thosreasing the difficulty of determining t
ultimate impact of these changes on us and our etitofs.

Risks of higher costs.Regulations continue to create significant costsuf. Challenges to our tariffs by regulatorshindt parties or
delays in obtaining certifications and regulatopp@vals could cause us to incur substantial lagdladministrative expenses, and, if
successful, such challenges could adversely afieatates that we are able to charge our custoi@ersbusiness also may be impacted by
legislation and regulation imposing new or greatgligations related to regulations or laws reldtetiroadband deployment, bolstering
homeland security or cyber security, increasingstexr recovery requirements, minimizing environrakeimpacts, enhancing privacy,
protecting intellectual property rights of thirdrpes, or addressing other issues that impact osiness, including the Communications
Assistance for Law Enforcement Act (which requicesnmunications carriers to ensure that their eqaigtnfacilities, and services are able to
facilitate authorized electronic surveillance), daas governing local number portability and customroprietary network information
requirements. We expect our compliance costs tease if future laws or regulations continue toéase our obligations to assist other
governmental agencies.

In addition, increased regulation of our suppliessld increase our costs. For instance, if enharegdation of greenhouse gas emiss
increase our energy costs, the profitability of data hosting and other operations could be adyeaffected.

Risks of reduced flexibility . As a diversified full service incumbent local Baage carrier in most of our key markets, we
traditionally been subject to significant regulatithat does not apply to many of our competitotds Tegulation in many instances restricts
ability to change rates, to compete and to respapiily to changing industry conditions. As our iness becomes increasingly competir
regulatory disparities between us and our compstitould impede our ability to compete.

Risks posed by other regulations.All of our operations are also subject to a varagtenvironmental, safety, health and other
governmental regulations. We monitor our complianwié federal, state and local regulations govegrilre management, discharge and
disposal of hazardous and environmentally sensitisterials. Although we believe that we are in chamge with these regulations, our
management, discharge or disposal of hazardousrannmentally sensitive materials might exposéoudaims or actions that could have a
material adverse effect on our business, finarnmatition and operating results.
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"Net neutrality" legislation or regulation could Imit our ability to operate our high-speed data boess profitably and to manage our
broadband facilities efficiently.

In order to continue to provide quality high-spekada service at attractive prices, we believe veglribe continued flexibility to respond
to changing consumer demands, to manage bandwsdthelefficiently and to invest in our networks2010, the FCC adopted "net neutrality”
regulations that curtailed our operational flextgil Although a federal appeals court vacated thakes in January 2014, the FCC or Congress
could adopt similar measures in the future. Anyhsmeasures could adversely impact our ability terafe our high-speed data network
profitably and to implement the upgrades and ndtwoanagement practices that may be needed to certinprovide high quality high-speed
data services, and could therefore negatively impacability to compete effectively.

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

Although we believe our liability for third partyfiormation carried on, stored or disseminated thhoaur networks is limited, the [
relating to the liability of private network opeoas, such as us, is not entirely clear. As suchcetdd be exposed to legal claims relatin
third party content disseminated on our networKain@s could challenge the accuracy of materialoonnetwork, or could involve matt
such as defamation, invasion of privacy or copyrigfringement. If we need to take costly measuceseduce our exposure to these risk
are required to defend ourselves against such slainr financial results could be negatively afelct

We are subject to franchising requirements that ¢dimpede our expansion opportunities.

We may be required to obtain from municipal autfesioperating franchises to install or expandiiteas. Some of these franchises may
require us to pay franchise fees. These franchigiggirements generally apply to our fiber transpod competitive local exchange carrier
operations, and to our facilities-based video sewi These requirements could delay us in exparmdingperations or increase the costs of
providing these services.

We are exposed to risks arising out of recent Iégfion affecting U.S. public companies.

Changing laws, regulations and standards relatirmptporate governance and public disclosure, dhatuthe Sarbanes-Oxley Act and
the Dodd-Frank Wall Street Reform and Consumereetmin Act, and related regulations implementedeteder, are increasing legal and
financial compliance costs and making some acatiwithore time consuming. Any failure to successfotlyimely complete annual assessment
of our internal controls required by Section 404haf Sarbanes-Oxley Act could subject us to sanstiw investigation by regulatory
authorities. Any such action could adversely affaat financial results or our reputation with int@s, lenders or others.

For a more thorough discussion of the regulat®yds that may affect our business, see "Regulaitidtém 1 of Part | of this annual
report.

Risks Affecting our Liquidity and Capital Resources

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

Our ultimate parent, CenturyLink, and we continoieadrry significant debt. As of December 31, 20b8r, consolidated debt was
approximately $7.6 billion (excluding note payahféliate), which was included in CenturyLink's cmiidated debt of approximately $21.0
billion as of that date. Approximately $2.6 billiof CenturyLink's consolidated debt securities,ahhincludes approximately $927 million of
our debt securities, come due over the next tlsitynonths following the date of this annual rep@vhile we currently believe that
CenturyLink and we will have the financial resowg¢e meet or refinance our obligations when thepedue, we cannot fully anticipate our
future financial condition or the condition of CentLink, the credit markets or the economy. We nmayrr unexpected expenses or liabilities,
and we may have limited access to financing.

Our significant levels of debt can adversely affexin several other respects, including:

« limiting our ability to access the capital mark

« exposing us to the risk of credit rating downgraddsich would raise our borrowing costs and couldHer limit our access to capil

« hindering our flexibility to plan for or react tthanging market, industry or economic conditi

« limiting the amount of cash flow available for fotuwperations, acquisitions, dividends, or othes

» making us more vulnerable to economic or industwturns, including interest rate increa
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« placing us at a competitive disadvantage comparésks leveraged competitc
* increasing the risk that we will need to sell asspbssibly on unfavorable terms, to meet paymbligations; o

« increasing the risk that we may not meet the firdmmovenants contained in our debt agreementinmiyt make all required de
payments.

The effects of each of these factors could be sified if we increase our borrowings. We expegbeoiodically require financing to meet
our debt obligations as they come due. Due to tistable economy and credit market, we may not ketatrefinance maturing debt at terms
that are as favorable as those from which we ptsiyobenefited, at terms that are acceptable tr as$ all. We may also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotieeaale of assets) under a variety of
circumstances, including if revenues and cash peal’by operations decline, if economic conditiomaken, if competitive pressures increase
if regulatory requirements change, if CenturyLiskequired to contribute a material amount of ¢asts pension plans, if CenturyLink is
required to begin to pay other post-retirement bensignificantly earlier than is anticipated GenturyLink becomes subject to significant
judgments or settlements in one or more of theeratliscussed in Note —Commitments and Contingencies to our consolidfitethcial
statements in Item 8 of this annual report or@&mit8 of CenturyLink's Annual Report on Form 10-Ke \8an give no assurance that this
additional financing will be available on termstthae acceptable to us or at all. If we are ablebtain additional financing, our credit ratings
could be adversely affected, which could furthéseaur borrowing costs and further limit our futurccess to capital and our ability to satisfy
our debt obligations.

Certain of CenturyLink's debt instruments have qsyment default or cross acceleration provisidffsen present, these provisions
could have a wider impact on liquidity than migkit@rwise arise from a default or acceleration single debt instrument. Any such event
could adversely affect our ability to conduct besis or access the capital markets and could adiwvérggact our credit ratings. See
"Management's Discussion and Analysis of Finan€@idition and Results of Operations—Liquidity arap@al Resources"” in Item 7 of Part
II of this annual report for additional informatiabout CenturyLink's credit facility.

Any downgrade in our credit ratings could limit owability to obtain future financing, increase ourdrrowing costs and adversely affect t
market price of our existing debt securities or etlwise impair our business, financial condition anésults of operations.

As noted above in Item 7 of Part Il of this annuggdort, our long-term debt is currently rated BR§-Standard and Poor's Ratings
Services; Baa3 by Moody's Investors Services; @BB-By Fitch Ratings, all three of which are theést investment-grade ratings issued by
each of these agencies. Credit rating agenciesncm@tly review their ratings for the companies ttiay follow, including us. Credit rating
agencies also evaluate the industries in whichpegaie as a whole and may change their creditgr&inus based on their overall view of s
industries. There can be no assurance that amgrasisigned to any of our debt securities will renvaeffect for any given period of time or
that a rating will not be lowered, suspended ohdriawn entirely by a rating agency if, in thatmgtagency's judgment, circumstances so
warrant. A downgrade of our credit ratings couldexdely affect the market price of some or all of outstanding debt securities, limit our
access to the capital markets or otherwise adyeasklct the availability of other new financing favorable terms, if at all, result in more
restrictive covenants in agreements governingdhag of any future indebtedness that we may irnarease our cost of borrowing, and im|
our business, financial condition and results aragions.

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

The terms of our debt instruments and the dehtumsnts of CenturyLink and its other subsidiariesnt additional indebtedness.
Additional debt may be necessary for many reasankiding those discussed above. Incremental bangswthat impose additional financial
risks could exacerbate the other risks describékisnannual report.
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Our business requires us to incur substantial caiand operating expenses, which reduce our avaliéafvee cash flow.

Our business is capital intensive, and we antieifiaat our capital requirements will continue toskgnificant in the coming years. As
discussed further under "Risk Factors—Risks AffegtDur Business—Increases in broadband usage mag c&twork capacity limitations,
resulting in service disruptions, reduced capawitglower transmission speeds for our customansréased bandwidth consumption by
consumers and businesses have placed increasedateorathe transmission capacity of our networfksel determine that our networks must
be expanded to handle these increased demandsaybanwequired to make substantial capital experesit even though there is no assuranc
that the return on our investment will be satisfagtIn addition, many of our growth and modernizatnitiatives are capital intensive and
changes in technology could require further spemdim addition to investing in expanded networksyrproducts or new technologies, we
must from time to time replace some of the equipntieat supports our traditional services as thai@gent ages, even though the revenue
base from those services is not growing. While ekele that our planned level of capital expeneéisuwvill meet both our maintenance and
core growth requirements, this may not be the fad®mands on our network continue to accelerawtoer circumstances underlying our
expectations change. Increased spending could, gutber things, adversely affect our operating nms;gcash flows, results of operations i
financial position.

Similarly, we continue to anticipate incurring stedial operating expenses to support our incumpemnices and growth initiatives.
Although we have successfully reduced our operaimenses over the past few years, we may be utwhleher reduce these costs, even if
revenues in some of our lines of business are dsitig. If so, our operating margins will be advirémpacted.

Adverse changes in the value of assets or obligatiassociated with CenturyLink's and QCII's qual&d pension plans could negative
impact CenturyLink's and QCII's liquidity, which mg in turn affect our business and liquidity.

A substantial amount of our employees participata gualified pension plan sponsored by QCII.

The funded status of CenturyLink's and QCII's digalipension plans are the difference between éhgevof the plans' assets and the benefit
obligations. The accounting unfunded status of @whink's qualified pension plans was $995 milliowhich includes the unfunded status of
QCIlI's qualified pension plan of $159 million ,@sDecember 31, 2013 . Adverse changes in inteadss or market conditions, among other
assumptions and factors, could cause a significantase in CenturyLink's and QCIlI's benefit oltligas or a significant decrease in the value
of the plans' assets. These adverse changes eoulte CenturyLink and QCII to contribute a matesimount of cash to their pension plans ol
could accelerate the timing of required cash paymérme amounts contributed by us through QClinatesegregated or restricted and may be
used to provide benefits to employees of QCII'eotubsidiaries. Based on current laws and circamesss, (i) QCIl was not required to mal
cash contribution to this plan in 2013 and (ii) Q@des not expect it will be required to make atdgbation in 2014 . CenturyLink expects to
make required contributions of $123 million todqtsalified pension plans in 2014 . The actual amafiméquired contributions to their plans in
2015 and beyond will depend on earnings on plaastments, prevailing interest and discount ratesyadjraphic experience, changes in plan
benefits and changes in funding laws and regulatidny future material cash contributions couldédawegative impact on CenturyLink's anc
QCllI's liquidity by reducing their cash flows, whii turn could affect our liquidity.

CenturyLink and we plan to access the public deldrkets, and we cannot assure you that these markétisremain free of disruptions.

CenturyLink has a significant amount of indebtedribst it intends to refinance over the next sdwazars, principally it expects through
the issuance of debt securities of CenturyLinkomuloth. CenturyLink's ability to arrange additibfinancing will depend on, among other
factors, the financial position, performance, aretlit ratings of CenturyLink and QC, as well asvpittng market conditions and other factors
beyond its control. Prevailing market conditionsildobe adversely affected by the ongoing disrugtionthe European sovereign debt markets
the failure of the United States to reduce itsadeiin amounts deemed to be sufficient, possibtéhr downgrades in the credit ratings of the
U.S. debt, contractions or limited growth in th@m®emy or other similar adverse economic developminthe U.S. or abroad. Instability in -
global financial markets has from time to time te=diin periodic volatility in the capital markefBhis volatility could limit CenturyLink's
access to the credit markets, leading to highaolong costs or, in some cases, the inability ttawbfinancing on terms that are acceptable tc
us, or at all. Any such failure to obtain additibfiaancing could jeopardize its and our abilityr&pay, refinance or reduce debt obligations.
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Other Risks
We regularly transfer our cash to CenturyLink, wHicexposes us to certain risks.

Under our cash management arrangement with CeritkyWwe regularly transfer our cash to CenturyLinkjich we recognize on our
balance sheet as advances to affiliates. Althougyiti@yLink periodically repays these advances taifaur cash requirements throughout the
year, at any given point in time CenturyLink mayeous a substantial sum under this arrangement.rdicegy, developments that advers
impact CenturyLink could adversely impact our apito collect these advances.

If conditions or assumptions differ from the judgmeés, assumptions or estimates used in our critieacounting policies, our consolidate
financial statements and related disclosures cobke materially affected

The preparation of financial statements and reldigclosures in conformity with U.S. generally gutesl accounting principles requires
management to make judgments, assumptions andagssiitinat affect the amounts reported in our caeteld financial statements and
accompanying notes. Our critical accounting poticighich are described in "Management's DiscussmhAnalysis of Financial Condition
and Results of Operations—Critical Accounting Febcand Estimates” in Item 7 of Part Il of this AlmhReport on Form 10-K, describe those
significant accounting policies and methods usettiénpreparation of our consolidated financialestants that are considered "critical”
because they require judgments, assumptions aintadss that materially impact our consolidatedriicial statements and related disclosures.
As a result, if future events or assumptions disignificantly from the judgments, assumptions astimates in our critical accounting policies,
these events or assumptions could have a matenpadt on our consolidated financial statementsrataded disclosures.

Tax audits or changes in tax laws could adverseffeat us.

For periods after the April 1, 2011 closing of Gewgtink's acquisition of QCII, we are included hetconsolidated federal income tax
return of CenturyLink. As such, we could be sevgii#ble for tax examinations and adjustmentsiaitable to other members of the QCII or
CenturyLink affiliated groups, as applicable. Sfgr@int taxpayers (such as QCII for periods priotht® CenturyLink acquisition and
CenturyLink for periods after the CenturyLink acsgjtion) are subject to frequent and regular admjtthe Internal Revenue Service as well as
state and local tax authorities. These audits csuligect us to tax liabilities if adverse positi@me taken by these tax authorities.

Tax sharing agreements have been executed betwekradl previous affiliates, and QCII believes tiabilities, if any, arising from
adjustments to previously filed returns would benledby the affiliated group member determined teeha deficiency under the terms and
conditions of such agreements and applicable tax\lée have not generally provided for liabilitigtridbutable to former affiliated companies
or for claims they have asserted or may asserhsgas.

We believe that we have adequately provided foctaxingencies. However, CenturyLink's or QClls @adits and examinations may
result in tax liabilities that differ materiallydm those that we have recognized in our consolidfatancial statements. Because the ultimate
outcomes of all of these matters are uncertaingamegive no assurance as to whether an adverdefresuone or more of them will have a
material effect on our financial results.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

25




Table of Contents

ITEM 2. PROPERTIES

Our property, plant and equipment consists prirbyipd telephone lines, cable, central office equgnt, land and buildings related to
operations. Our gross property, plant and equiproensisted of the following components as of thim¥zing dates:

Successor
December 31, December 31,
2013 2012
Land 3% 4%
Fiber, conduit and other outside plént 40% 38%
Central office and other network electronfés 30% 28%
Support assetd 24% 26%
Construction in progres8 3% 4%
100(% 10C%

Gross property, plant and equipment

@ Fiber, conduit and other outside plant consistibef and metallic cable, conduit, poles and othgporting structure

@) Central office and other network electronics cassié circuit and packet switches, routers, trassioh electronics and electronics providing sertaceustomer:
() Support assets consist of buildings, computerso#imet administrative and support equipmn

@) Construction in progress includes inventory heldcinstruction and property of the aforementioretgories that has not been placed in serviceisstitl under

construction.

We own substantially all of our telecommunicati@gsiipment required for our business. However, \wedeertain facilities, plant,
equipment and software under various capital leassrgements when the leasing arrangements arefavam@able to us than purchasing the

assets.
We also own and lease administrative offices inomajetropolitan locations primarily within our Idcgervice area. Substantially all of
our network electronics equipment is located iddings or on land that we own or lease within agal service area. Outside of our local

service area, our assets are generally locatedadmproperty pursuant to an agreement with thegatgwner or another person with rights to
the property. It is possible that we may lose @gits under one or more of these agreements, dileitctermination or expiration.

As of the successor dates of December 31, 2012@h2 , our total net property, plant and equipnveat approximately $7.2 billion for
both fiscal years. For additional information, dé&ste 6—Property, Plant and Equipment to our codsatdid financial statements in Item 8 of
this annual report.

ITEM 3. LEGAL PROCEEDINGS

The information contained in Note 16—Commitmentd @wontingencies to our consolidated financial stetiets included in Item 8 of
this annual report is incorporated herein by refeee

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Not Applicable.
ITEM 6. SELECTED FINANCIAL DATA

The following tables of selected financial datawddde read in conjunction with and are qualifigcréference to our consolidated
financial statements and notes thereto in ItemtBisfannual report and "Management's Discussignfaralysis of Financial Condition and
Results of Operations" in Item 7 of this annualorép

The comparability of the following selected finaalailata below is significantly impacted by Centuni{'s April 1, 2011 indirect
acquisition of us and the resulting revaluatiomoif assets and liabilities. As a result of the &itjon, the following tables presents certain
selected financial data for two periods: predeaeasd successor, which relate to the periods pregelle acquisition and the period
succeeding the acquisition, respectively. The setefinancial data shown below are derived fromaudited consolidated financial stateme
These historical results are not necessarily inidieaf results that you can expect for any futpeeiod.

Selected financial information from the consolidbsatements of operations data is as follows:

SuccessofY Predecessof”
Three Months

Year Year Nine Months Year Year

Ended Ended Ended Ended Ended Ended
December 31, December 31, December 31, March 31, December 31, December 31,

2013 2012 2011 2011 2010 2009

(Dollars in millions)
Operating revenues  $ 8,75¢ 8,84¢ 6,63¢ 2,26¢ 9,271 9,731
Operating expenses 6,67¢ 6,94: 5,43¢ 1,63( 6,78¢ 7,16¢
Operating income $ 2,07¢ 1,90¢ 1,19¢ 63€ 2,48 2,562
Income before income

tax expense $ 1,56¢ 1,391 892 49C 1,87: 1,921
Net income 964 84¢ 542 29¢ 1,08z 1,197

1)

See "Management's Discussion and Analysis of Finh@ondition and Results of Operations—Result®pérations” in Item 7 of this annual report foriscdssion of

unusual items affecting the results for the suaregsars ended December 31, 2013 and 2@i& successor nine months ended December 31, 20d the predecessor th

months ended March 31, 2011.

Selected financial information from the consolidht@lance sheets is as follows as of the follovdates:

Successor Predecessor
December 31, December 31, December 31, December 31, December 31,
2013 2012 2011 2010 2009
(Dollars in millions)
Goodwill @ $ 9,35¢ 9,35¢ 9,35¢ — —
Total assets 23,21¢ 23,94° 24,81 12,57( 13,997
Total long-term del® 7,55¢ 7,62¢ 8,32¢ 8,012 8,38¢
Total stockholder's equity (deficit) 9,61: 9,97¢ 9,86¢ (837) 31z

@ During the year ended December 31, 2013 , we redoactorrection of an error related to an undestant of our current deferred tax asset, an uratersent of our
deferred tax liabilities and an overstatement afdyuill recorded in connection with the purchaseoaeting of us in 2011 . Therefore, we recogniz&lamillionincrease t
current deferred income tax asset, a $2 milliongase to noncurrent deferred income tax liabilitgt a $15 million reduction to goodwill on our colidated balance sheets
as of December 31, 2012 and 2011 . The correcfitimecerror did not have an effect on our consééidastatements of operations or on our consolidstegeéments of cash
flows for the years ended December 31, 2012 and 201



27




Table of Contents

@ Total long-term debt is the sum of current matesitdf long-term debt and long-term debt (excludiote payable-affiliate) on our consolidated balasteeets. For total
contractual obligations, see "Management's Disonsand Analysis of Financial Condition and Resaft®perations—Future Contractual Obligations" enit7 of this

annual report.

Selected financial information from the consolidbstgatements of cash flows is as follows:

Successor Predecessor
Three Months
Year Year Nine Months Year Year
Ended Ended Ended Ended Ended Ended
December 31, December 31, December 31, March 31, December 31, December 31,
2013 2012 2011 2011 2010 2009
(Dollars in millions)
Other data:
Net cash provided by
operating activities $ 2,71 2,774 2,201 86¢ 3,23t 3,167
Net cash used in investing
activities (1,38)) (1,52¢) (1,19 (335 (1,25€) (1,100
Net cash used in financing
activities (1,326 (1,24 (1,209 (525) (2,807 (1,286
Payments for property, plant
and equipment and
capitalized software (1,269 (1,266 (1,03¢) (347) (1,240 (1,106
The following table presents certain selected afaperational metrics as of the following dates:
Successor
December 31, December 31, December 31,
2013 2012@ 2011®@
(in thousands)
Broadband subscribefs 3,42¢ 3,318 3,185
Access lines) 7,641 8,058 8,536

@) Broadband subscribers are customers that purchgiseeed Internet connection service through #asisting telephone lines and fiber-optic cablesl access lines are
lines reaching from the customers' premises tanaection with the public network.

@ The prior year numbers have been adjusted to indluel operational metrics of our wholly owned sdissy, El Paso County Telephone Company, whichbesh previous|
excluded. The increase (in thousands) relatedctading El Paso County Telephone Company's broatibahscribers and access lines, in the table aoapproximately 2

and 3, respectively.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

All references to "Notes" in this Item 7 refer he tNotes to Consolidated Financial Statements detun Item 8 of this annual report.
Certain statements in this annual report constifisi®vard-looking statements. See "Special Note Rixgg Forward-Looking Statements and
Related Matters" in Item 1 of this annual repornt flactors relating to these statements and "Riskt&is" in Item 1A of this annual report for
discussion of certain risk factors applicable ta dusiness, financial condition and results of Gems.

Overview

We are an integrated communications company engagaarily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@umunications services include local, broadbangate line (including special access),
network access, Ethernet, wireless and video ssvia certain local and regional markets, we ptswide local access and fiber transport
services to competitive local exchange carriers.stkige to maintain our customer relationshipsdmmong other things, bundling our service
offerings to provide our customers with a compleffering of integrated communications services.

We generate the majority of our revenues from sessprovided in the 14 -state region of Arizonalo@ulo, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington, and Wyoming .réfer to this region as our local
service area.

As discussed in Note 2—Acquisition of QCII by CamwtLink to our consolidated financial statements$tém 8 of this annual report, on
April 1, 2011, our indirect parent, QCII, becamelzolly owned subsidiary of CenturyLink.

Since April 1, 2011, our consolidated results aérgpions have been included in the consolidatadtsesf operations of our ultimate
parent, CenturyLink. CenturyLink has accountedit®acquisition of QCII and us under the acquisitinethod of accounting, which resultec
the assignment of the purchase price to the ageqtsred and liabilities assumed based on estinvditéeir acquisition date fair values. The
aggregate consideration exceeded the aggregateaésti fair value of the assets acquired and lt@slassumed by $9.354 billion , which we
have recognized as goodwill. This goodwill is aititable to strategic benefits, including enhandeaiicial and operational scale, market
diversification and leveraged combined networks #mexpect CenturyLink and its consolidated subsigs, including us, to realize. None of
the goodwill associated with this acquisition isldetible for income tax purposes. The recognitibassets and liabilities at fair value is
reflected in our consolidated financial statemeamd therefore has resulted in a new basis of aticmufor the "successor period" beginning on
April 1, 2011. This new basis of accounting mednas bur consolidated financial statements for tieesssor periods will not be comparable tc
our previously reported consolidated financialestagnts, including the predecessor period conselidfihancial statements in this annual
report.

We have incurred certain non-recurring operatingeases related to CenturyLink's indirect acquisitbus, which consist primarily of
integration and severance expenses. The table lsiownarizes our acquisition-related expenses:

Successor Predecessor Combined
Year Year Nine Months Three Months Year
Ended Ended Ended Ended Ended
December 31, December 31, December 31, March 31, December 31,
2013 2012 2011 2011 2011
(Dollars in millions)
Acquisition-related expenses $ 24 39 14¢€ | 2 14¢

The total amounts of these expenses are recogimnizrd cost of services and products and selliegegal and administrative expenses.

CenturyLink has cash management arrangements hetee®in of its subsidiaries that include lines@fdit, affiliate obligations, capit
contributions and dividends. As part of these gaahagement arrangements, affiliates provide lifiesealit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timendér these arrangements, the majorit
our cash balance is advanced on a daily basisntuGg.ink. From time to time we may declare and gaydends to Qwest Services
Corporation ("QSC"), our direct parent, using cestaid to us under these advances, which has theffaet of reducing the amount of these
advances. We report the balance of these transfiessir consolidated balance sheet as advancetlimtes.
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Our operations are integrated into and reportquhasof the segments of CenturyLink. CenturyLirdtigef operating decision maker
("CODM") is our CODM, but reviews our financial mimation on an aggregate basis only in connectitim @ur quarterly and annual reports
that we file with the Securities and Exchange Cossion ("SEC"). Consequently, we do not providediscrete financial information to the
CODM on a regular basis. As such we have one raplersegment.

We currently categorize our products, servicesramdnues among the following three categories:

» Strategic serviceswhich include primarily private line (includingscial access), broadband, Ethernet, video (inctudisold satellit
video services) and Verizon Wireless services;

e Legacy servicewhich include primarily local voice, Integrated @iees Digital Network ("ISDN") (which uses regukatephone line
to support voice, video and data applications)tc@veid access and traditional wide area network (NWAervices (which allows a
local communications network to link to networksémote locations); and

« Affiliates and other service, which consist primarily of Universal Service FUfidSF") revenues and surcharges and services we
provide to our non-consolidated affiliates. We pdevto our affiliates telecommunication serviceat tive also provide to external
customers. In addition, we provide to our affilet@mputer system development and support serage®ll as network support and
technical services.

As of the successor date of December 31, 2013semed approximately 3.4 million broadband sulbecs. We also operated
approximately 7.6 million access lines, which i@lephone lines reaching from the customers' prestis a connection with the public
switched telephone network. Our methodology fomtimg our broadband subscribers and access licaglies only those access lines that we
use to provide services to external customers golddes lines used solely by us and our affilialealso excludes unbundled loops and
includes stand-alone broadband subscribers. Wet eagess lines when we install the service. Ouhoukglogy for counting our broadband
subscribers and access lines may not be compamatilese of other companies.

Our analysis presented below is organized to peothé information we believe will be useful for enstanding the relevant trends
affecting our business. The discussion in "Managgts®iscussion and Analysis of Financial Conditéord Results of Operations" is prese!
on a combined basis for the successor nine montisdeDecember 31, 2011, with the predecessor thoe¢hs ended March 31, 2011. We
believe that the discussion on a combined basi®i® meaningful as it allows the results of operatifor the twelve months ended December
31, 2011 to be analyzed to the annual period ir220his discussion should be read in conjunctiothh wur consolidated financial statements
and the notes thereto in Item 8 of this annualntepo
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Business Trends

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

» Strategic servicesWe continue to see shifts in the makeup of ol tetvenues as customers move to strategic seyggel as
private line (including special access), broadbamd video services, from legacy services, sucbaa hnd access services. Revenue
from our strategic services represented 38% , 3@ ,36% of our total revenues for the successansyended December 31, 2013
and 2012 and the combined year ended Decembef21,,2espectively, and we expect that this peeggntvill continue to grow. We
continue to focus on increasing subscribers otwaadband services, particularly among consumesaral business customers. As
of the successor date of December 31, 2013 , vebheeaapproximately 3.4 million broadband subscslwempared to approximately
3.3 million as of the successor date of DecembeRB12 and 3.2 million as of the successor da®esember 31, 2011 . We believe
that continually increasing connection speeds {®irfant to remaining competitive in our industrys &result, we continue to inves
our broadband network, which allows for the delvef higher speed broadband services than wouleratibe generally be available
through a more traditional telecommunications nekwonade up of only copper wires. In addition to buvadband network, we
continue to expand our product offerings, includitthernet, and enhance our marketing efforts asomgete in a maturing market in
which most consumers already have broadband servi¢kile traditional broadband services are denfinthey have been more than
offset by growth in fiber based broadband servivés.expect these efforts will improve our abilitydompete and increase our
broadband revenues. Another trend impacting oatesiic services is the deployment of filbexsed special access services provide
wireless carriers, which in many cases replacestingi copper-based special access services. Wavbdlie growth in fiber-based
special access services provided to wireless caifioe backhaul will, ultimately, over time, offséte decline in copper-based special
access services provided to wireless carriersegsrthigrate to Ethernet services, although the gnaind magnitude of this
technological migration is uncertain;

» Legacy services Revenues from our legacy services represented, 3% , and 43% of our total revenues for the sssmeyears
ended December 31, 2013 and 2012 and the combesdended December 31, 2QIrkspectively, and we expect that this percen
will continue to decline. Our legacy services ray@nhave been, and we expect they will continleet@dversely affected by access
line losses, which declined 5% and 6% in 2013 &2 respectively. Intense competition and progubsstitution continue to drive
our access line losses. For example, many conswuanergplacing traditional voice telecommunicatieasvice with substitute
services, including (i) cable and wireless voicevises and (ii) electronic mail, texting and soaiaktworking services. We expect that
these factors will continue to negatively impact business. As a result of the expected loss amees associated with access lines,
we continue to offer service bundling and otherdpici promotions to help mitigate this trend, ascdbed below;

» Service bundling and product promotionale offer our customers the ability to bundle npiétiproducts and services. These
customers can bundle local services with otherises\wsuch as broadband, video and wireless. Whdleealieve our bundled service
offerings can help retain customers, they also terdwer our profit margins;

» Operating efficienciesWe continue to evaluate our operating structucefaous. This involves balancing our workforce ésponse |
our workload requirements, productivity improvengand changes in industry, competitive, technobdgiod regulatory conditions;

» Pension and po-retirement benefits expenseadur indirect parent QCII is required to recogriizés consolidated financial
statements certain income and expenses relatiitg pension and CenturyLink's post-retirement tecdtre and life insurance benefits
plans. These income and expenses are calculated basseveral assumptions, including among otliegstdiscount rates and
expected rates of return on plan assets that aergéy set at December 31 of each year. Changémge assumptions can cause
significant changes in the combined net perioditeliies income and expenses QCII recognizes. Cehituryand QCII allocate the
income and expenses of these plans to us andrcefttiieir other affiliates. The allocation of imoe and expenses to us is based upo
the demographics of our employees and retireesn@dsain CenturyLink's and QCII's assumptions carseaignificant changes in t
net periodic pension and post-retirement benefitsine and expenses we recognize; and

» Disciplined capital expenditure Our capital expenditures continue to be focuseduwrstrategic services such as broadband and th
deployment of “fiber to the tower", which is a typietelecommunications network consisting of filogtic cables that run from a
wireless carrier's mobile telephone switching @fio cellular towers to enable the delivery of leighandwidth services supporting
mobile technologies than would otherwise geneitadiyavailable through a more traditional coppased telecommunications netwc
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While these trends are important to understandimbesvaluating our financial results, the other $eations, additional events,
uncertainties and trends discussed in "Risk Fdtboréem 1A of this annual report may also matiyianpact our business operations and

financial results.

Results of Operations

The following table summarizes our results of operes:

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year
Ended Ended Ended Ended Ended Successor Successor 2012 v
December 31, December 31, December 31, March 31, December 31, 2013 v Combined
2013 2012 2011 2011 2011 Successor 2012 2011
(Dollars in millions)
Operating revenues $ 8,75: 8,84¢ 6,63 2,26¢ 8,90: (D)% D)%
Operating expenses 6,67¢ 6,94: 5,43¢ 1,63( 7,06¢€ (D% 2)%
Operating income 2,07¢ 1,90¢ 1,19¢ 63€ 1,837 9% 4%
Other (expense) income (512) (5149 (307) (14¢) (455) — % 12%
Income tax expense 60z 54z 34¢ 191 54C 11% — %
The following table summarizes certain of our ofieral metrics as of the following dates:
Successor % Change
Successor Successor
2013 v 2012 v
December 31, December 31, December 31, Successor Successor
2013 2012@ 2011®@ 2012 2011
(in thousands)

Operational metrics:
Broadband subscribefs 3,42¢ 3,31¢ 3,18t 3% 4%
Access lines" 7,641 8,05¢ 8,53¢ (5)% (6)%
Employees 22.¢ 22.7 24.7 — % (8)%

@) Broadband subscribers are customers that purchgiseeed Internet connection service through #asisting telephone lines and fiber-optic cablesi access lines are
lines reaching from the customers' premises tanaection with the public network.

@ The prior year numbers have been adjusted to indluel operational metrics of our wholly owned sdiasy, EI Paso County Telephone Company, whichtyesh previous!
excluded. The increase (in thousands) relatedctading El Paso County Telephone Company's broatibahscribers and access lines, in the table aapproximately 2

and 3, respectively.

Operating Revenues

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year Successor Successor
Ended Ended Ended Ended Ended 2013 v 2012 v
December 31, December 31, December 31, March 31, December 31, Successor Combined
2013 2012 2011 2011 2011 2012 2011
(Dollars in millions)
Strategic services $ 3,34: 3,26¢ 2,40¢ 79z 3,19¢ 2% 2%
Legacy services 3,20¢ 3,471 2,79¢ 1,00: 3,79¢ (8)% (9)%
Affiliates and other services 2,20t 2,112 1,43: 472 1,90¢ 4% 11%
Total operating revenues $ 8,75¢ 8,84¢ 6,63 2,26¢ 8,90¢ (1)% (1)%
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Strategic Services

Strategic services revenues increased by $77 millar 2% , for the successor year ended Decenmihe?(3 3 as compared to the
successor year ended December 31, 2012 and stratsgices revenues increased by $67 million %r, or the successor year ended
December 31, 2012 as compared to the combinedeyeid December 31, 2011 . The increases for boitdsevere principally due to
increases in the number of broadband subscribesglhgs volume increases in our Ethernet servithese increases were partially offset by ¢
decline in our private line services revenues.

Legacy Services

Legacy services revenues decreased by $263 mjlbo8% , for the successor year ended Decemb&@®B as compared to the
successor year ended December 31, 2012 and legadyes revenues decreased by $328 million , or 8%the successor year ended
December 31, 2012 as compared to the combinedeyeid December 31, 2011 . The declines in reveioud®th comparative periods is a
result of lower local services revenues due to sgtine loss and reduced access services usatgdredacompetitive pressures and product
substitution. Legacy services revenues also deetidashoth of the comparative periods due to lowggenues from our traditional WAN
services caused by customer migration, producttiutisn and increased competition. Part of therdase in legacy services revenues for the
successor year ended December 31, 2012 compatteel tombined year ended December 31, 2011 isattibike to lower amortization of
deferred revenue due to predecessor deferredlatgialand activation revenue being assigned noevat the acquisition date.

Affiliates and Other Services

Affiliates and other services revenues increasefiddymillion , or 4% , for the successor year endedember 31, 2013 as compared to
the successor year ended December 31, pfitifarily due to increases in volume and in thesate charge for support services we provide
affiliates. Affiliates and other services revenueseased by $206 million , or 11% , for the susoceyear ended December 31, 2012 as
compared to the combined year ended December 31, @@marily due a change in methodology effecflaauary 1, 2012 that resulted in bott
higher affiliate revenues and expenses for us N&te 1—Basis of Presentation to our consolidatedrftial statements in Item 8 of this annua
report. A portion of the increase in affiliates astter services revenues for the successor yeaddddcember 31, 2012 compared to the
combined year ended December 31, 2011 is attrilutalielecommunications services we provided filiaes since CenturyLink's April 1,
2011 indirect acquisition of us.

Operating Expenses

The following table summarizes our operating expens

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year Successor Successor
Ended Ended Ended Ended Ended 2013 v 2012v
December 31, December 31, December 31, March 31, December 31, Successor Combined
2013 2012 2011 2011 2011 2012 2011

(Dollars in millions)

Cost of services and products
(exclusive of depreciation ar

amortization) $ 2,79( 2,86¢ 2,171 742 2,91¢ (3)% (2%
Selling, general and

administrative 1,06: 1,16¢ 1,161 38t 1,54¢ (9)% (25)%
Operating expenses-affiliates 69& 61¢ 23¢ 52 29C 12 % 115 %
Depreciation and amortization 2,12¢ 2,29( 1,86¢ 451 2,31% ()% 1)%
Total operating expenses $ 6,67t 6,94¢ 5,43¢ 1,63( 7,06¢ (@)% 2%

Effective January 1, 2012, we changed our rateapitalized labor as we transitioned certain legastems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $40 million to $55 millioorease in the amount of labor capitalized
as an asset compared to the amount that wouldlbeere capitalized if we had continued to use ouadggystems and a corresponding
estimated $40 million to $55 million decrease irigiing expenses for the successor year ended bec&h, 2012 The reduction in expens
described above, net of tax, increased net incqrpeoaimately $25 million to $34 million for the stessor year ended December 31, 2012 .
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Cost of Services and Products (exclusive of depration and amortization)

Cost of services and products (exclusive of deptiei and amortization) are expenses incurredoniging products and services to our
customers. These expenses include: employee-redapehses directly attributable to operating anthtaeing our network (such as salaries,
wages, benefits and professional fees); facilgigsenses (which are third-party telecommunicatexpenses we incur for using other carriers'
networks to provide services to our customers)srand utilities expenses; equipment sales expgaaek as modem expenses); costs for US
(which are federal and state funds that are estadli to promote the availability of telecommunimasi services to all consumers at reasonabile
and affordable rates, among other things and talwhie are often required to contribute); litigatexpenses associated with our operations;
and other expenses directly related to our network.

Cost of services and products (exclusive of deptiri and amortization) decreased by $78 millioB%r, for the successor year ended
December 31, 2013 as compared to the successoenydad December 31, 2012 primarily due to decreasaedive and retiree benefits costs
related to lower pension benefits expense and lawgve and retiree healthcare benefits as a resbktter than expected returns on plan a
and from favorable change to discount rates, d@ertmuction in severance expenses and due to Eeess expense. These decreases were
offset partially by increases in professional feeswork expenses and real estate and power €xsits of services and products (exclusive of
depreciation and amortization) decreased by $4kbomi] or 2% , for the successor year ended Dece®he2012 as compared to the combine
year endeDecember 31, 2011 primarily due to decreases arisaland wages and employee benefits related ptogee headcount
reductions, which resulted from reevaluations afwarkforce requirements, and decreases in maeti advertising expenses and
acquisitionrelated integration costs. These decreases weset@fértially by increases in facility costs andrarease in USF contribution rat

Selling, General and Administrative

Selling, general and administrative expenses gvereses incurred in selling products and servicesit@wustomers, corporate overhead
and other operating expenses. These expenseséneluployee-related expenses (such as salarieeswaternal commissions, benefits and
professional fees) directly attributable to sellprgducts or services and employee-related expdosasministrative functions; marketing and
advertising; property and other operating taxesfaad; external commissions; litigation expensesciated with general matters; bad debt
expense; and other selling, general and adminigrakpenses.

Selling, general and administrative expenses dsecehy $104 million , or 9% , for the successorr yemled December 31, 2013 as
compared to the successor year ended Decembe®B2 p2imarily due to decreases in active and etienefits costs, as further described
above in costs of services and products, due ¢dlaction in severance expenses, decreases in badxgenses and property and other
operating taxes. Higher external commissions dhriidfset these decreases. Selling, general andrasitrative expenses decreased by $380
million , or 25% , for the successor year endedebdmer 31, 2012 as compared to the combined yeadedecember 31, 20kimarily due tc
decreases in salaries and wages and employee tsaeéited to employee headcount reductions anetases in marketing and advertising
expenses and acquisition-related integration cbther insurance premiums and fees, external casions and professional fees partially
offset these decreases.

CenturyLink and QCII allocate the expense and ireaifitheir pension and post-retirement benefit planus based upon demographics
of our employees compared to all the remainingigipents. The expense and income are a functidheofmount of benefits earned, interes
benefit obligations, expected return on plan asset®rtization of costs and credits from prior Hérdhanges and amortization of actuarial
gains and losses. We recorded combined net peffediefits income of $88 million and $11 million2013 and 2012 , respectively, and
combined net periodic benefits expense of $61 anilin 2011 . The decrease in combined net perioeitefits expense in 2014 primarily due
to acquisition accounting. We expect to record ciorb net periodic income of approximately $56 roillin 2014 . The shift from recording
combined net periodic expense to recording combirggeriodic income was primarily due to a deeaaset actuarial losses. For additional
information on our pension and post-retirement iepkans, see Note 8—Employee Benefits to our otidated financial statements in Item 8
of this annual report.

Operating Expenses-Affiliates

Since CenturyLink's acquisition of us, we have med affiliates expenses related to our use ottafenunication services, marketing
and employee related support services providedeamt@yLink and its subsidiaries.
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Effective January 1, 2012, in connection with pastuisition systems integration activities, we dddhe affiliate expense allocation
methodology used by our parent. This methodologults in certain overhead costs incurred by ustgnalur direct parent that were previou
assessed to us on a net basis now being assesaagtass basis both to and from our ultimate parestilting in both higher affiliate revenues
and expenses for us. We believe this change, iegditom systems integration activities, did novéa significant impact to our net income
the successor years ended December 31, 2013 a@d 201

Depreciation and Amortizatiot

The following table provides detail regarding degiméon and amortization expense:

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year Successor Successor
Ended Ended Ended Ended Ended 2013 v 2012v
December 31, December 31, December 31, March 31, December 31, Successor Combined
2013 2012 2011 2011 2011 2012 2011
(Dollars in millions)
Depreciation $ 1,09¢ 1,17¢ 914 39z 1,307 (6)% (10)%
Amortization 1,02¢ 1,11¢ 952 58 1,01( (8)% 10 %
Total depreciation and _
amortization $ 2,12E 2,29( 1,866 451 2,311 (7)% (1)%

Depreciation expense decreased by $76 millior6%6r, for the successor year ended December 31, &0&8mpared to the successor
year endedDecember 31, 2012 . This decrease in depreciatiperse is primarily due to depreciation rate chargjeertain
telecommunications equipment. The rate changes tlvereesult of our aged investment in plant beconfifly depreciated or retired at a faster
rate than the addition of new plant. As of April2D11, our property, plant and equipment was resbat fair value and as a result net prop
plant and equipment decreased $2.535 billion du@@etaturyLink's acquisition of us. The decreasesgeavalue from the acquisition resulted ir
$100 million lower depreciation expense for thecassor year ended December 31, 2012 as compatteel tombined year ended
December 31, 2011. Effective January 1, 2012, we ethanged our estimates of the economic livegéin telecommunications equipment.
These changes resulted in an additional decreasepteciation expense of approximately $52 milliamd net of tax, had the effect of
increasing net income by approximately $32 millfonthe successor year ended December 31, 2012 .

Amortization expense decreased by $86 million8%r, for the successor year ended December 31, &9t8mpared to the successor
year endeDecember 31, 2012 . The decrease in amortizatiparese is primarily due to the use of accelerategrtiration for a portion of the
customer relationship assets and due to our sadtimaestments becoming fully amortized faster thew software was acquired. The
accounting for CenturyLink's indirect acquisitiohus also resulted in an additional $5.699 billioramortizable intangible customer
relationship assets, which resulted in an additiéa@2 million of amortization expense for the sessor year ended December 31, 2012 , as
compared to the combined year ended December 31, 29addition, at the acquisition date our cdjziéel software was also recorded at fair
value of $1.702 billion , an increase of $815 railli, which increased amortization expense by $3@omior the successor year ended
December 31, 2012 as compared to the previouschdfialuding the effects of CenturyLink's acquitiof us, amortization expense
decreased for both comparative periods reflectéddriable above due to annual updates of our &atidan rates for capitalized software,
partially offset by net growth in amortizable ingginle assets.
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Other Consolidated Results

The following table summarizes our total other imeo(expense) and income tax expense:

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year Successor Successor
Ended Ended Ended Ended Ended 2013 v 2012 v
December 31, December 31, December 31, March 31, December 31, Successor Combined
2013 2012 2011 2011 2011 2012
(Dollars in millions)
Interest expense $ (450 (44%) (300 (150 (450) 2% (2)%
Interest (expense) income-
affiliates (64) (29) 1 — 1 167 % nm
Net loss on early retirement of
debt — 47 (8) — 8) nm nm
Other income 2 — — 2 2 nm nm
Total other income (expense) $ (512) (514) (307) (14¢€) (455) — % 13%
Income tax expense $ 60z 54z 34¢ 191 54( 11% — %

nm-Percentages greater than 200% and comparistmedrepositive and negative values or to/from zeaes are considered not meaningful.
Interest Expense

Interest expense increased by $7 million , or 266 the successor year ended December 31, 201@&w&sazed to the successor year
ended December 31, 2012 primarily due to a redudtidhe amortization of debt premiums partiallyset by slightly lower average debt
outstanding. Interest expense decreased by $bmijlior 2% , for the successor year ended DeceBilhe&?012 as compared to the combined
year endedDecember 31, 2011 primarily due to a substant@licgon in the amount of net premium amortizatiecarded at acquisition
primarily due to the retirement of several issuanafedebt during the affected periods. This wastariiially offset by a significant decrease in
bond coupon interest due to the retirement of séwiEbt issuances and in some cases replacedonitt tcoupon debt. See Note 4—Long-
Term Debt and Revolving Promissory Note to our otidated financial statements in Item 8 of this @alireport and Liquidity and Capital
Resources below for additional information about debt.

Interest (Expense) Income-Affiliates

Affiliate interest expense increased by $40 milljar 167% , for the successor year ended DeceBihe€2013 as compared to the
successor year ended December 31, 2012 primamdytalan increase in our note payable-affiliateilife interest expense increased by $25
million for the successor year ended December @12 2s compared to the combined year ended Dece&8hb2011 primarily due to the
establishment of a note payable-affiliate in 2012.

Net Loss on Early Retirement of Debt
On July 20, 2012 , we redeemed all $484 milliomaf 7.50% Notes due 2023, which resulted in an iterre loss.

On April 18, 2012 , we completed a premium-pricadtctender offer to purchase a portion of our $8illlon of 8.375%Notes due 201
and our $400 million of 7.625% Notes due 2015. Wéthpect to our 8.375% Notes due 2016, we receimddhccepted tenders of
approximately $575 million aggregate principal amtoaf these notes, or 71% , for $722 millimeluding a premium, fees and accrued inte
With respect to our 7.625% Notes due 2015, we vedeand accepted tenders of approximately $308omidggregate principal amount of
these notes, or 77% , for $369 million includingramium, fees and accrued interest. The completidhis tender offer resulted in a loss of
$46 million .

Income Tax Expense

Income tax expense for the successor year endeghiibexr 31, 2013 , was $602 million , or an effectaserate of 38.4% , compared to
$542 million , or an effective tax rate of 39.096r, the successor year ended December 31, 2012 d@trease in the 2013 effective tax rate i
primarily due to a decrease in the state defems r

Income tax expense for the combined year endedrbleee31, 2011 was $540 million , or an effectiverae of 39.1% .



For additional information on income taxes, seeeNk#—Income Taxes to our consolidated financidestants in Iltem 8 of this annual
report.
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Critical Accounting Policies and Estimates

Our consolidated financial statements are preparadcordance with accounting principles that ameegally accepted in the United
States. The preparation of these consolidated dinhstatements requires management to make esSraatl assumptions that affect the
reported amounts of assets, liabilities, revenundsexpenses. We have identified certain policiesestimates as critical to our business
operations and the understanding of our past aeptaesults of operations related to (i) busimessbinations; (i) goodwill, customer
relationships and other intangible assets; (igparty, plant and equipment; (iv) pension and pestement benefits; (v) affiliates transactions;
and (vi) income taxes. These policies and estimatesonsidered critical because they had a mbiewiact, or they have the potential to have
a material impact, on our consolidated financiatesnents and because they require significant jeggsnassumptions or estimates. We be
that the estimates, judgments and assumptions miagle accounting for the items described below easonable, based on information
available at the time they are made. However, tharebe no assurance that actual results will ifferdrom those estimates.

Business Combination

We have accounted for CenturyLink's indirect adtjois of us under the acquisition method of accgtwhereby the tangible and
separately identifiable intangible assets acquared liabilities assumed are recognized at theimased fair values at the acquisition date. The
portion of the purchase price in excess of tharestd fair value of the net tangible and separatiglgtifiable intangible assets acquired
represents goodwill. The estimates of fair valué @sulting assignment of the purchase price mlm«enturyLink's indirect acquisition of us
involved significant estimates and judgments bymanagement. In arriving at the fair values of &saequired and liabilities assumed, we
considered the following generally accepted vatratipproaches: the cost approach, income approacmarket approach. Our estimates alst
included assumptions about projected growth ratest, of capital, effective tax rates, tax amort@aperiods, technology life cycles, the
regulatory and legal environment, and industry angshomic trends.

Our acquisition resulted in the assignment of tjgragate consideration to the assets acquiredabitities assumed based on estimates
of their acquisition date fair values. The fairu@bf the aggregate consideration transferred eeckthe acquisition date fair value of the
recorded tangible and intangible assets and assliabddies by an estimated $9.354 billion , whibhs been recognized as goodwill. This
goodwill is attributable to strategic benefits, limting enhanced financial and operational scaleketaliversification and leveraged combined
networks that we expect to realize. None of thedgolb associated with this acquisition is dedudtilibr income tax purposes. The aggregate
consideration assignment is based on our finalyaisabf enterprise value of $18.639 billion

Gooduwill, Customer Relationships and Other IntanggbAssets

We amortize customer relationships primarily ov&imaated lives of ten years , using either the sdithe-years-digits or the straighie
methods, depending on the type of customer. We tiraarapitalized software using the straight-linethhod over estimated lives ranging up to
seven years . We annually review the estimated kel methods used to amortize our other intangddets. The amount of future
amortization expense may differ materially fromreat amounts, depending on the results of our dmeugews.

We are required to assess goodwill recorded imlessicombinations for impairment at least annualynore frequently if events or a
change in circumstances indicate that an impairmmayt have occurred. We are required to write-ddvermalue of goodwill in periods in
which the recorded amount of goodwill exceeds thylied fair value of goodwill. Our annual assesstiztie for testing goodwill impairment
was September 30. The impairment assessment isaddine reporting unit level; in reviewing the eria for reporting units when assigning
goodwill resulting from CenturyLink's acquisitiofi s, we determined that we are one reporting unit.

During the fourth quarter of 2013, we completed aumnual impairment assessment and concluded thgomawill was not impaired and
the estimated fair value of our equity is substdlytin excess of our carrying value of equity.

During the fourth quarter 2013, we elected to cleathg date of our annual assessment of goodwikiment from September 30 to
October 31. This is a change in method of applgin@ccounting principle which management beliesespreferable alternative as the new
date of the assessment is more closely alignedauittstrategic planning process. The change im$éisessment date did not delay, accelere
avoid a potential impairment charge in 2013. Wdqgrered our annual goodwill impairment assessmeB8eatember 30, 2013, prior to the
change in our annual assessment date. We thenmeda qualitative assessment of our goodwill @¢aibber 31 and concluded that our
goodwill was not impaired as of either date.
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We may be required to assess our goodwill for immpant before our next required assessment datetob@r 31, 2014 under certain
circumstances, including any failure of our futoperating results to meet forecasted expectatioasysignificant increases in our weighted
average cost of capital. In addition, we cannotigsthat adverse conditions will not trigger futgaodwill impairment assessment or an
impairment charge. A number of factors, many ofalshive have no ability to control, could affect dimancial condition, operating results and
business prospects and could cause our actuatsésuliffer from the estimates and assumptiongmployed in our goodwill impairment
assessment. These factors include, but are ndetinw, (i) further weakening in the overall ecoyifii) a significant decline in our ultimate
parent's, CenturyLink, stock price and resultingkatcapitalization; (iii) changes in the discouaite; (iv) successful efforts by our competi
to gain market share in our markets; (v) adversaghs as a result of regulatory actions; (vi) aiB@ant adverse change in legal factors or in
the overall business climate; and (vii) recognitidra goodwill impairment loss in the financialtstaents of a subsidiary that is a compone
our reporting unit. For additional information, s&isk Factors" in Item 1A of this annual reporteWill continue to monitor certain events
that impact our operations to determine if an inteassessment of goodwill impairment should begreréd prior to the next required
assessment date of October 31, 2014.

Property, Plant and Equipmer

As a result of our indirect acquisition by Centuink, property, plant and equipment was recorde@dtas its estimated fair value as of
the acquisition date. Purchased and constructgzepsq plant and equipment is recorded at costeRats and betterments of plant and
equipment are capitalized while repairs, as weteagwals of minor items, are charged to operatkmense. Depreciation of property, plant
and equipment is provided on the straight-line méthsing class or overall group rates. The groughateprovides for the recognition of the
remaining net investment, less anticipated neteggwalue, over the remaining useful life of theeés This method requires the periodic
revision of depreciation rates.

We perform annual internal reviews to evaluateréfzsonableness of the depreciable lives for oyrgrty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement gishiesumptions about technology evolution
and, in certain instances, actuarially determinetb@bilities to estimate the remaining life of asset base.

Due to rapid changes in technology and the conipeginvironment, determining the estimated econdifi@®f telecommunications
plant, equipment and software requires a signifieamount of judgment. We regularly review data @lization of equipment, asset retireme
and salvage values to determine adjustments tdeqpneciation rates. The effect of a hypothetica pear increase or decrease in the estimate
remaining useful lives of our property, plant aggipment would have decreased depreciation by appately $160 million or increased
depreciation by approximately $220 million , respesty.

Pension and Po-Retirement Benefits

A substantial amount of our employees participatdne QCII pension plan. QCII also maintains a naalified pension plan for certain
of our eligible highly compensated employees. Iditamh, certain employees may become eligible tigipate in CenturyLink's post-
retirement health care and life insurance benéditg CenturyLink and QCII allocate the income arpense relating to pension, non-qualifiec
pension, and post-retirement health care andrigarance benefits to us. The amounts contributadshifirough QCII are not segregated or
restricted to pay amounts due to our employeesraaydbe used to provide benefits to other emplogé€XClI's affiliates. The allocation of
income and expense to us is based upon demograghaas employees and retirees compared to alteéh®ining participants.

In computing the periodic pension and post-retingnfenefits income and expense, the most signifi@ssumptions CenturyLink and
QCIl make are the discount rate and the expectedfaeturn on plan assets. Changes in eithdresfe assumptions could significantly impac
general, administrative and other operating expersar further discussion of the pension, non-dedlipension and post-retirement benefit
plans and the critical accounting estimates, segUbd_ink's Annual Report on Form 10-K for the yesaded December 31, 2013 .

Affiliate Transactions

We record intercompany charges at the amountgitiiess by our affiliates. Regulatory rules requiegtain expenses to be recorded at
market price or fully distributed cost. Our complia with regulations is subject to review by retuis. Adjustments to intercompany charges
that result from these reviews are recorded impthéeod they become known.
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Because of the significance of the services weigeoto our affiliates and our other affiliates tsantions, the results of operations,
financial position and cash flows presented heaeinnot necessarily indicative of the results afrafions, financial position and cash flows we
would have achieved had we operated as a stand-altity during the periods presented.

Income Taxes

Until April 1, 2011, we were included in the coridaked federal income tax return of QCII. Since @eylink's acquisition of QCIl on
April 1, 2011, we are included in the consolidatederal income tax return of CenturyLink. Under @eylLink's tax allocation policy,
CenturyLink treats our consolidated results asaéfwere a separate taxpayer. The policy requirés sisttle our tax liabilities through a change
in our general intercompany obligation based upamseparate return taxable income. We are alsaded in the combined state tax returns
filed by CenturyLink and the same payment and alion policy applies. Our reported deferred taxetssand liabilities are primarily
determined as a result of the application of thgasste return allocation method and therefore ¢itlesnent of these amounts is dependent
our parent, CenturyLink, rather than tax authasiti@enturyLink does have the right to change thelicy regarding settlement of these assets
and liabilities at any time.

Our provision for income taxes includes amountgdarconsequences deferred to future periods. \Bdedeferred income tax assets
and liabilities reflecting future tax consequenatsbutable to tax credit carryforwards and difieces between the financial statement carryin
value of assets and liabilities and the tax baéésoge assets and liabilities. Deferred taxesamputed using enacted tax rates expected to
apply in the year in which the differences are ekpe to affect taxable income. The effect on defitincome tax assets and liabilities of a
change in tax rate is recognized in earnings irptréod that includes the enactment date.

The measurement of deferred taxes often involvegxiercise of considerable judgment related toghkzation of tax basis. Our
deferred tax assets and liabilities reflect oueasmsient that tax positions taken in filed tax refuand the resulting tax basis are more likely
not to be sustained if they are audited by taximfarities. Also, assessing tax rates that we expespply and determining the years when the
temporary differences are expected to affect taxatmome requires judgment about the future apparient of our income among the states i
which we operate. Any changes in our practicesidginents involved in the measurement of deferne@saets and liabilities could materially
impact our financial condition or results of op@as. See Note 12—Income Taxes to our consoliddttedcial statements in Item 8 of this
annual report for additional information.

Liquidity and Capital Resources
Overview

We are an indirectly wholly owned subsidiary of @ewLink. As such, factors relating to, or affegjrCenturyLink’s liquidity and capit
resources could have material impacts on us, intduidnpacts on our credit ratings, our access pitemarkets and changes in the financial
market's perception of us.

CenturyLink has cash management arrangements beteetin of its subsidiaries that include lines&dit, affiliate obligations, capit
contributions and dividends. As part of these caghagement arrangements, affiliates provide liiesadlit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timendér these arrangements, the majorit
our cash balance is advanced on a daily basisrtuGg.ink. From time to time we may declare and gagdends to QSC, using cash repaid tc
us under these advances, which has the net effestliocing the amount of these advances. Our dalgnants do not currently limit the
amount of dividends we can pay to QSC. Given osheaanagement arrangement with our ultimate pa@smtturyLink, and the resulting
amounts due to us from CenturyLink, a significasmponent of our liquidity is dependent upon Cenitirg's ability to repay its obligation to
us.

As of the successor date of December 31, 2013hadea working capital deficit of $0.9 billion , le€ting current liabilities of $2.7
billion and current assets of $1.8 billion , comgzhto a working capital deficit of $1.2 billion aéthe successor date of December 31, 2012 .
The increase in our working capital position isyarily due to a decrease in the current maturitfdeng-term debt of $167 million and an
increase in our advances to affiliates, which wedially offset by an increase in our note payadffdiate. We have historically operated with
a working capital deficit due to our practice otldeing and paying regular cash dividends to QS€lofg as we continue declaring cash
dividends to QSC, it is likely that we will contiado operate with a working capital deficit in fliéure. We anticipate that any future liquidity
needs not met through our cash provided by operatitivities and amounts due to us from Centuryldodld be met through capital
contributions or advances from CenturyLink if andtie extent CenturyLink has available funds thet willing and able to contribute or
advance.
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Capital Expenditures

We incur capital expenditures on an ongoing bas@der to enhance and modernize our networks, eeffectively in our markets
and expand our service offerings. We evaluate abgiipenditure projects based on a variety of faciacluding expected strategic impacts
(such as forecasted impacts on revenue growthpuptivity expenses, service levels and customentiete) and our expected return on
investment. The amount of capital investment ikiariced by, among other things, demand for ourices\and products, cash flow generated
by operating activities, cash required for othemppses and regulatory considerations.

Our capital expenditures continue to be focusedwrstrategic services primarily our broadbandises: In particular, we expect to
continue to focus on expanding our fiber infrastinue, including installations of "fiber to the towewhich is a type of telecommunications
network consisting of fiber-optic cables that ruonfi a wireless carrier's mobile telephone switchiffige to cellular towers to enable the
delivery of higher bandwidth services supportingoitetechnologies than would otherwise generallyabailable through a more traditional
copper-based telecommunications network and owaodtdevelopment. For more information on capieinsling, see Items 1 and 1A of this
annual report.

CenturyLink, our ultimate parent, has accepted agprately $35 million of the $90 million availabie it from Round 1 of Phase 1 of
the Federal Communications Commission's ("FCC")r@ah America Fund ("CAF") established by Congredsaip telecommunications
carriers defray the cost of providing broadbanceasdo remote customers. Of the $35 million , veeired approximately $30 million and
intend to use the funds to deploy broadband sefeicep to 39,000 homes in unserved rural areaxigally in Colorado, Minnesota, New
Mexico and Washington. In 2013, the FCC announeedher round of CAF funding and CenturyLink initjghgreed to accept approximately
$54 million from Round 2 of Phase 1 of the FCC'sHQA bring broadband services to more than 92,088 homes and business in unserved
high-cost areas. Of the $54 million , we will raeeapproximately $23 million to bring broadbandviegs to more than 38,000ral homes an
businesses in unserved high-cost areas. Due tleobabk from other competing telecommunications@aron the unserved rural areas, the
final amount offered to CenturyLink by the FCC, alhiCenturyLink accepted in late 2013, was approtetgas40 million . Of the $40 million
we will receive approximately $15 million .

Debt and Other Financing Arrangement

CenturyLink has a revolving credit facility (the re&it Facility") maturing April 2017 that allows @®iryLink to borrow up to $2 billion
including $400 million of letter of credit capacitpr the general corporate purposes of itselfissmdubsidiaries. CenturyLink also maintains a
separate letter of credit arrangement with a firenestitution amounting to $160 million to whiete have access. As of the successor date c
December 31, 2013, CenturyLink had approximatélg ®illion and $28 million available for futureausinder the Credit Facility and the
separate letter of credit arrangement, respectively

Under the Credit Facility, we, and our indirect sidiiary, Qwest Corporation, must maintain a detEBdTDA (earnings before interest,
taxes, depreciation and amortization, as definaxuinCredit Facility) ratio of not more than 4.@%&nd 2.85:1.0, respectively, as of the last da
of each fiscal quarter for the four quarters thedesl. The Credit Facility also contains a neggtieglge covenant, which generally requires us
to secure equally and ratably any advances undeCtédit Facility if we pledge assets or permiidi®n our property for the benefit of other
debtholders. The Credit Facility also has a cr@ssment default provision, and the Credit Facilitglaertain of our debt securities also have
cross acceleration provisions. When present, thesasions could have a wider impact on liquiditah might otherwise arise from a defaul
acceleration of a single debt instrument. To thembthat our EBITDA (as defined in our Credit Higyg) is reduced by cash settlements or
judgments, including in respect of any of the nrattiiscussed in Note —Commitments and Contingencies to our consolidéiteohcial
statements in Item 8 of this annual report oré@mit8 of CenturyLink's Annual Report on Form 10-Kir debt to EBITDA ratios under certain
debt agreements will be adversely affected. Thidccoeduce our financing flexibility due to potaitrestrictions on incurring additional debt
under certain provisions of our debt agreementgarertain circumstances, could result in a defantler certain provisions of such
agreements.

As of the successor date of December 31, 2013 lpagrterm debt (including current maturities amdlading note payable to affiliate
discussed in "Revolving Promissory Note") total@db$8 billion , compared to $7.625 billion outstamdas of the successor date of
December 31, 2012 .

Subject to market conditions, from time to time expect to continue to issue debt securities tmagite our maturing debt. The
availability, interest rate and other terms of aey borrowings will depend on the ratings assigmedty the three major credit rating agencies
among other factors.

We determined we were in compliance with all primris and covenants of our debt agreements as stiteessor date of December 31,
2013 . See Note 4—Longerm Debt to our consolidated financial statemantgem 8 of this annual report for additional infmation about ou
long-term debt.
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As of the date of this annual report, the credihgs for our senior unsecured debt were as follows

Agency QC

Standard & Poor's BBB-
Moody's Investors Service, Inc. Baa3
Fitch Ratings BBB-

Following CenturyLink's announcement on February2l&3 of changes in their capital allocation pJan® rating agencies downgrac
CenturyLink's and our debt credit ratings. Addiabdowngrades of CenturyLink's senior unsecured deings could under certain
circumstances incrementally increase the cost of@gLink's borrowing under the Credit Facility, igh could indirectly impact us. In
addition, the recent actions of the credit ageneed any additional downgrades in the future, @dmipact CenturyLink's and our access to
debt capital or further raise CenturyLink's and bbarowing costs. See "Risk Factors—Risks Affecting Liquidity and Capital Resources" in
Item 1A of this annual report.

Revolving Promissory Not

During 2012, we entered into a revolving promissaoye with an affiliate of CenturyLink that provilas with a funding commitment
with an aggregate principle amount available t@%illion through June 30, 2022, of which $754 roillwas outstanding as of the successor
date of December 31, 2013 . The revolving promissote is due on demand and ranked equally to enio® Notes. Interest is accrued on the
outstanding balance using a weighted average pemaimterest rate of CenturyLink's outstanding baings for the interest period. As of the
successor date of December 31, 2013 , the weigiviechge interest rate was 6.765% . This revolviognssory note is reflected on our
consolidated balance sheets under "Note payalilextsf.

Pension and Po-retirement Benefit Obligations

CenturyLink and QCII are subject to material oligas under its existing defined benefit pensiod past-retirement benefit plans. The
accounting unfunded status as of December 31, @DC@nturyLink's qualified and non qualified defithieenefit pension plans and post-
retirement benefits obligations were $1.055 billaord $3.153 billion , respectively. The accountimdunded status as of December 31, 2613
QClI's qualified and non-qualified defined bengfinsion plans was $179 million , which is includethe CenturyLink defined benefit
pension plans' balance noted above. See Note 8—dyepBenefits to our consolidated financial stat@é Item 8 of this annual report and
Note ¢—Employee Benefits to the consolidated financiateshents in Item 8 of CenturyLink's annual reporform 10-K for additional
information about our and CenturyLink's pension paosdt-retirement benefit arrangements.

A substantial portion of our active and retired éwgpes participate in the QCII pension plan andt@shink post-retirement benefit
plans. Our contributions are not segregated orictestl to pay amounts due to our employees andhbmaysed to provide benefits to other
employees of our affiliates.

Benefits paid by QCII's qualified pension plan paéd through a trust. Cash funding requirementsbeasignificantly impacted by
earnings on investments, discount rates, changaafnbenefits and funding laws and regulationsli@@s not required and did not make
contributions to the trust in 2012 or 2013 and QTidrently does not expect to make a plan contivbuh 2014.

Certain of CenturyLink's post-retirement healthecand life insurance benefits plans are unfundelugt holds assets that are used to
help cover the health care costs of certain retirAe of the successor date of December 31, 2613fair value of the trust assets was $535
million ; however, a portion of these assets is posed of investments with restricted liquidity.i@eryLink estimates that the more liquid
assets in the trust will be adequate to providdicoimg reimbursements for covered post-retirenfeatith care costs for approximately three
years. Thereafter, covered benefits will be patldezidirectly by CenturyLink or from the trust &g tremaining assets become liquid. 1
projected three year period could be substantibyter or longer depending on changes in projentadthcare costs, returns on plan asset
timing of maturities of illiquid plan assets andute changes in benefits.
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Future Contractual Obligations

The following table summarizes our estimated futtoetractual obligations as of the successor daEoember 31, 2013 :

2019 and
2014 2015 2016 2017 2018 thereafter Total
(Dollars in millions)

Long-term debt, including

current maturities and

capital lease obligation® $ 637 122 237 50C — 5,981 7,48¢
Interest on long-term debt and

capital lease® 511 474 457 431 417 9,08¢ 11,37¢
Note payable-affiliate 754 — — — — — 754
Interest on note payable-

affiliate 51 — — — — — 51
Operating leases 59 51 46 41 34 61 292
Purchase commitmen 10C 90 44 38 8 4 284
Non-qualified pension

obligations® 2 2 2 2 2 6 16
Other 2 2 1 2 2 28 37
Total future contractual

obligations® $ 2,11¢ 741 787 1,01« 468 15,17+ 20,29¢

1)

&)

3)

4)

)

Long-term debt, including current maturities angitad lease obligation (excluding unamortized premms, discounts and other , net and excluding reyalgeaffiliate).

Actual principal and interest paid in all years natffer due to future refinancing of attributinglteor issuance of new de

We have various long-term, non-cancelable purchasenitments for advertising and promotion serviaesuding advertising and marketing at sports aseend other
venues and events. We also have service relatephitorents with various vendors for data processiechnical and software support services. Futurengays under certa
service contracts will vary depending on our actiszlge. In the table above we estimated paymentiseise service contracts based on the level vicesrwe expect to
receive.

Reflects only the portion of total obligation theicontractual in nature, see Note 5 be

The table is limited to contractual obligationsyahd does not incluc

contingent liabilities

our open purchase orders as of the successoptfiBecember 31, 2012. These purchase ordereaezdily issued at fair value, and are generalgekble without
penalty;

other long-term liabilities, such as accrualslégal matters and other taxes that are not cctahobligations by nature. We cannot determirté any degree of
reliability the years in which these liabilitiesght ultimately settle;

affiliate cash funding requirements for qualifipension benefits payable to certain eligibleenirand future retirees allocated to us by QClhdigs paid by QClI's
qualified pension plan are paid through a trussHfanding requirements for this trust are notudeld in this table as QCII is not able to reliadgyimate required
contributions to the trust. QCII's cash fundingjprtions are discussed further below;

affiliate post-retirement benefits payable taa@ eligible current and future retirees. NotddllCenturyLink’s post-retirement benefit obligatiamount is a contractual
obligation and are not contractual obligations wmfsoand therefore are not reported in the table.a8ditional information on CenturyLink’s benefitgins in Note 8—
Employee Benefits to the consolidated financiaksteents in Item 8 of CenturyLink’s annual reportFmrm 10-K;

contract termination fees. These fees arersontring payments, the timing and payment of whiicany, is uncertain. In the ordinary course o$iness and to optimi
our cost structure, we enter into contracts witmgegreater than one year to purchase goods avideserAssuming we terminate these contracts irt 2@&tmination
fees for these contracts to purchase goods anitegmwould be $160 million . In the normal cour§éwsiness, we do not believe payment of theseigdésely; and

potential indemnification obligations to counarties in certain agreements entered into in thiemal course of business. The nature and terntsesttarrangements
vary. Historically, we have not incurred signifitaosts related to performance under these typas@afigements.
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Historical Information

The following table summarizes cash flow activities

Successor Predecessor Combined % Change
Year Year Nine Months Three Months Year Successor Successor
Ended Ended Ended Ended Ended 2013 v 2012 v
December 31, December 31, December 31, March 31, December 31, Successor Combined
2013 2012 2011 2011 2011 2012 2011

(Dollars in millions)
Net cash provided by operatin¢

activities $ 2,718 2,774 2,201 86¢ 3,07 2% (10)%
Net cash used in investing

activities (1,389 (1,52¢) (1,199 (335 (1,52¢) (10% — %
Net cash used in financing

activities (1,32¢) (1,24)) (1,20¢) (52%) (1,739 7% (28)%

Net cash provided by operating activities decredse$61 million in the successor year ended Decerdbe2013 as compared to the
successor year ended December 31, 2012 primaryalohanges in other noncurrent assets and tiebiind other noncurrent assets and
liabilities-affiliates, which were partially offsély increase in earnings, changes in current aaset$iabilities, net. Net cash provided by
operating activities decreased by $296 millionhie successor year ended December 31, 2012 contpatezicombined year December 31,
2011 primarily due to a decrease in net incomesteglifor non-cash items. For additional informatdsout our operating results, see "Results
of Operations" above.

Net cash used in investing activities decreasedilgyr million in the successor year ended Decembg2@13 as compared to the
successor year ended December 31, 2012 primardyala decrease in the amount of funds advancedrtaffiliate and a decrease in the
proceeds received from the sale of property. Neh eesed in investing activities increased by $2ionilin the successor year ended
December 31, 2012 as compared to the combinedeyeid December 31, 2011 primarily due to increassikortterm affiliate loans resultir
from the majority of our cash balance being tramsfion a daily basis to our ultimate parent corgp@enturyLink. This increase was offset
by slightly less payments for purchases of propgiignt and equipment and proceeds received frensadle of property and equipment in 2(

Net cash used in financing activities increase®®&y million in the successor year ended DecembgeP@13 as compared to the
successor year ended December 31, 2012 primamyalan increase in dividend payments and a dexirdbe amount of funds borrowed
from an affiliate under the revolving promissonte&onhich were partially offset by a decrease gfhpents on debt and a reduction in the
amount of costs incurred for early retirement dftdélet cash used in financing activities decredsefi492 millionin the successor year enc
December 31, 2012 as compared to the combinedeyeld December 31, 2011 primarily due to proceexfs &n affiliate note payable and a
reduction in dividends paid partially offset byianrease in net debt paydowns, payments of accqaysble affiliates and payment of early
debt retirement costs. For additional informatiegarding our financing activities, see Note 4—Ldregm Debt to our consolidated financial
statements in Item 8 of this annual report.

On June 17, 2013, we paid at maturity the $750anilprincipal amount of our floating rate Notes.

On May 23, 2013, we issued $775 million aggregaitecjpal amount of 6.125% Notes due 2053, includ2g million principal amount
that was sold pursuant to an over-allotment opgi@mted to the underwriters for the offering, icleange for net proceeds, after deducting
underwriting discounts and expenses, of $752 millidhe Notes are unsecured obligations and magdeemed, in whole or in part, on or
after June 1, 2018 at a redemption price equad@84dlof the principal amount redeemed plus accroeduapaid interest to the redemption
date.

Certain Matters Related to CenturyLink's Indirectauisition of Us

Effective after CenturyLink's indirect acquisitiofius, we are included in the consolidated fed@@me tax return of CenturyLink.
CenturyLink is in the process of developing a paxuisition intercompany agreement for allocatibnansolidated income tax liabilities. We
will continue to account for income tax expenseamiand-alone basis. We are also included in cectanbined state tax returns filed by
CenturyLink and the same accounting will apply.

Through the successor date of December 31, 2@/&3have paid certain costs that were associaitbdGenturyLink’s indirect acquisitic
of us. These costs include compensation costs ésetpof retention bonuses and severance. Thedmalnts and timing of the compensation
costs to be paid is partially dependent upon persiaecisions that continue to be made as pahteo€ontinuing integration. These amounts
may be material.
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In accounting for CenturyLink's indirect acquisitiof us, we recorded our debt securities at thstimated fair values, which totaled
$8.498 hillion as of April 1, 2011. Our acquisitidate fair value estimates were based primarilgusted market prices in active markets and
other observable inputs where quoted market prigge not available. The fair value of our debt sities exceeded their stated principal
balances on the acquisition date by $530 milliashich we recorded as a premium.

The table below summarizes the portions of thisniuen recognized as a reduction to interest expensatinguished during the periods
indicated:

Successor
Year Year Nine Months
Ended Ended Ended
December 31, December 31, December 31, Total Since
2013 2012 2011 Acquisition
(Dollars in millions)
Amortized $ 53 66 13E 254
Extinguished? — 12¢ 58 187
Total premiums recognized $ 53 194 194 441

(@ See "Debt and Other Financing Arrangements" foreniiormation

The remaining premium of $89 million as of the sgsor date of December 31, 20¢i8 reduce interest expense in future periodses!
otherwise extinguished.

Other Matters

CenturyLink is involved in several legal proceedirig which we are not a party that, if resolvedigiahem, could have a material
adverse effect on their business and financial itimmd As a wholly owned subsidiary of CenturyLirdyr business and financial condition
could be similarly affected. You can find desciopt of these legal proceedings in CenturyLink'stguly and annual reports filed with the
SEC. Because we are not a party to any of the reatte have not accrued any liabilities for thesdtens as of the successor date of
December 31, 2013 .

Market Risk

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

Management periodically reviews our exposure terggt rate fluctuations and periodically implemesttategies to manage the expos
From time to time, we have used derivative instmi®¢o (i) lockin or swap our exposure to changing or variableratt rates for fixed intert
rates or (ii) to swap obligations to pay fixed net& rates for variable interest rates. As of thexessor date of December 31, 2013 , we had nc
such instruments outstanding. We have establisbkcgs and procedures for risk assessment andghmval, reporting and monitoring of
derivative instrument activities. We do not holdssue derivative financial instruments for tradergspeculative purposes.

As of the successor date of December 31, 2013hadeapproximately $7.4 billion (excluding capithse and other obligations) of long-
term debt outstanding, which bears interest atiftates and is therefore not exposed to interéstrisk.

Certain shortcomings are inherent in the methoahalysis presented in the computation of exposoresarket risks. Actual values may
differ materially from those presented above if keficonditions vary from the assumptions used énahalyses performed. These analyses
incorporate the risk exposures that existed akefticcessor date of December 31, 2013 .
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Off-Balance Sheet Arrangements

We have no special purpose or limited purposeiestihat provide off-balance sheet financing, lifityi or market or credit risk support
and we do not engage in leasing, hedging or oihelas activities that expose us to any significhabilities that are not (i) reflected on the
face of the consolidated financial statementsd{gglosed in Note 16—Commitments and Contingencierir consolidated financial
statements in Item 8 of this annual report, ohe Future Contractual Obligations table includethis Item 7 above or (iii) discussed under the
heading "Market Risk" above.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The information in "Management's Discussion andlysia of Financial Condition and Results of Opemas—Market Risk" in Iltem 7 of
this annual report is incorporated herein by refeee
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholder
Qwest Corporation:

We have audited the accompanying consolidated balsimeets of Qwest Corporation and subsidiariesGtimpany) as of December 31,
2013 and 2012 (Successor dates), and the relatestlated statements of operations, compreheirsieene, cash flows, and stockholder's
equity (deficit) for the years ended December 3,3and 2012 , the period from April 1, 2011 to &mber 31, 2011 (Successor periods), an
the period from January 1, 2011 to March 31, 2@reédecessor period). These consolidated finanteigdments are the responsibility of the
Company's management. Our responsibility is toesgpan opinion on these consolidated financiadistants based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegreferred to above present fairly, in all matenégpects, the financial position of the
Company as of December 31, 2013 and 2012 (Succeéstes), and the results of their operations aei tash flows for the years ended
December 31, 2013 and 2012, the period from AprdQil1l to December 31, 2011 (Successor periodd)trenperiod from January 1, 2011 to
March 31, 2011 (Predecessor period), in conformitih U.S. generally accepted accounting principles.

As discussed in Note 2 to the consolidated findrst&ements, effective April 1, 2011, CenturyLike. acquired all of the outstanding
stock of Qwest Corporation's indirect parent, QuEstnmunications International Inc., in a busines®lgination accounted for as a purchase.
As a result of the acquisition, the consolidatedficial information for the periods after the asgidn is presented on a different cost basis
than that for the periods before the acquisition, éimnerefore, is not comparable.

/sl KPMG LLP

Shreveport, Louisiana
March 7, 2014
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OPERATING REVENUES
Operating revenues
Operating revenues-affiliates

Total operating revenues

OPERATING EXPENSES

QWEST CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

Cost of services and products (exclusive of deptiri

and amortization)
Selling, general and administrative
Operating expenses-affiliates
Depreciation and amortization
Total operating expenses
OPERATING INCOME
OTHER INCOME (EXPENSE)
Interest expense
Interest (expense) income-affiliates
Net loss on early retirement of debt
Other income
Total other income (expense)

INCOME BEFORE INCOME TAX EXPENSE

Income tax expense
NET INCOME

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
$ 6,81¢ 7,031 5,41¢ 1,87(C
1,93¢ 1,817 1,21¢ 39¢
8,75: 8,84¢ 6,63t 2,26¢
2,79( 2,86¢ 2,171 742
1,062 1,16¢ 1,161 38t
69t 61¢ 23¢ 52
2,12¢ 2,29( 1,86¢ 451
6,67¢ 6,94: 5,43¢ 1,63(
2,07¢ 1,90t 1,19¢ 63¢
(450 (4439 (300) (150
(64) (24) 1 —
— (47) 8 —
2 — — 2
(512) (5149 (307) (14¢)
1,56¢ 1,391 892 49C
602 542 34¢ 191
$ 964 84¢ 543 29¢

See accompanying notes to consolidated financssients.
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QWEST CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Successor Predecessor
Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
NET INCOME $ 964 84¢ 54z 29¢
OTHER COMPREHENSIVE INCOME
Unrealized gain on investments and other, netof te — — — 1
Other comprehensive income — — — 1
COMPREHENSIVE INCOME $ 964 84< 54z 30C

See accompanying notes to consolidated financigtsients.
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QWEST CORPORATION
CONSOLIDATED BALANCE SHEETS

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, less allowance of $43 and $46
Advances to affiliates
Deferred income taxes, net
Other
Total current assets
NET PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment
Accumulated depreciation
Net property, plant and equipment
GOODWILL AND OTHER ASSETS
Goodwill
Customer relationships, net
Other intangible assets, net
Other
Total goodwill and other assets
TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt
Accounts payable
Note payable-affiliate
Accrued expenses and other liabilities
Salaries and benefits
Income and other taxes
Other
Advance billings and customer deposits
Total current liabilities
LONG-TERM DEBT
DEFERRED CREDITS AND OTHER LIABILITIES
Deferred revenue
Deferred income taxes, net
Affiliates obligations, net
Other
Total deferred credits and other liabilities
COMMITMENTS AND CONTINGENCIES (Note 16)
STOCKHOLDER'S EQUITY
Common stock-one share without par value, owne@\gst Services Corporation
Retained earnings (Accumulated deficit)
Total stockholder's equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY
See accompanying notes to consolidated financssients.

Successor

December 31,
2013

December 31,
2012

(Dollars in millions)

14 8
73¢ 70¢
712 592
161 16€
12€ 114
1,751 1,59(
10,19: 9,24:
(2,985 (2,019
7,20¢ 7,231
9,35¢ 9,35¢
3,681 4,37¢
1,00¢ 1,217
21¢ 181
14,25¢ 15,12¢
23,21¢ 23,94
637 804
44¢ 45€
754 701
217 252
20€ 21F
12€ 102
32¢ 301
2,70( 2,83.
6,921 6,821
161 13C
2,47¢ 2,631
1,26% 1,447
87 117

3,98¢ 4,32

10,05( 10,05(
(437) (76)

9,61: 9,97¢
23,21¢ 23,94’
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QWEST CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS



Successor Predecessor
Year Year Nine Months Three Months

Ended Ended Ended Ended

December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
OPERATING ACTIVITIES
Net income $ 964 84¢ 54% 29¢
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 2,12¢ 2,29( 1,86¢ 451

Deferred income taxes (benefits) (152) (201) 15C 76

Provision for uncollectible accounts 65 74 44 17

Long-term debt (premium) discount amortization (52 (65) (133 3

Net loss on early retirement of debt — 47 8 —

Changes in current assets and liabilities:
Accounts receivable (99 (76) (72 18
Accounts payable (D) (58) (47 (20
Accounts receivable and payable-affiliates, net — — (1098 93
Accrued income and other taxes 9 9 (36) 50
Other current assets and other current liabilities,
net 34 a7 (6) (89
Changes in other noncurrent assets and liabilities — 61 11 (36)
Changes in other noncurrent assets and liabilities-
affiliates (179 (130 (53 —
Other, net 9 9 33 7
Net cash provided by operating activities 2,718 2,77¢ 2,201 86¢
INVESTING ACTIVITIES
Payments for property, plant and equipment and

capitalized software (1,269 (1,26€) (1,03¢) (347
Changes in interest in investments managed by Q\

Services Corporation — — — 4
Changes in advances to affiliates (119 (395) (157) —
Proceeds from sale of property 2 13¢ — —
Other, net — — 2 2

Net cash used in investing activities (1,38)) (1,52¢) (1,197 (33%)

FINANCING ACTIVITIES
Net proceeds from issuance of long-term debt 752 89¢ 2,12¢ —
Payments of long-term debt (80€) (1,430 (2,369 (14)
Early retirement of debt costs — (17¢) — —
Dividends paid to Qwest Services Corporation (1,325 (1,150 (900 (530
Changes in note payable-affiliate 53 701 — —
Changes in advances to affiliates — (80) — —
Other, net — — (66) 19
Net cash used in financing activities (1,326 (1,247 (1,20¢) (525)
Net increase (decrease) in cash and cash equisalen 6 5 (29¢) 9
Cash and cash equivalents at beginning of period 8 3 201 192
Cash and cash equivalents at end of period $ 14 8 3 201
Supplemental cash flow information:
Income taxes (paid) refunded, net $ (750 (607) (327) 11€
Interest (paid) (net of capitalized interest of 3378,
$8, and $3) $ (513 (513) (464) (149

See accompanying notes to consolidated financssients.
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QWEST CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY (FECIT)

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
COMMON STOCK
Balance at beginning of period $ 10,05( 9,95( 9,951 11,42¢
Asset transfers — — (D) —
Tax benefit of pension deduction — 10C — —
Balance at end of period 10,05( 10,05( 9,95( 11,42¢
ACCUMULATED DEFICIT
Balance at beginning of period (76) (85) — (12,25¢)
Net income 964 84¢ 54z 29¢
Dividends declared to Qwest Services Corporation (1,329 (840) (62¢) (2,000
Change in other comprehensive income — — — 1
Balance at end of period (437) (76) (85) (12,95¢)
TOTAL STOCKHOLDER'S EQUITY (DEFICIT) $ 9,61¢ 9,974 9,868 (1,53)

See accompanying notes to consolidated financgsients.
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QWEST CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unless the context requires otherwise, referenealis annual report to "QC" refer to Qwest Corptioa, references to "Qwest," "we,"
"us," and "our" refer to Qwest Corporation and @snsolidated subsidiaries, references to "QSC"rref@ur direct parent company, Qwest
Services Corporation, and its consolidated subsid& references to "QCII" refer to QSC's directguat company and our indirect parent
company, Qwest Communications International Ined &s consolidated subsidiaries, and referenceéCenturyLink" refer to QCllI's direct
parent company and our ultimate parent company t@ghink, Inc,. and its consolidated subsidiari

(1) Basis of Presentation and Summary of Significant Amunting Policies
Basis of Presentatiol

We are an integrated communications company engagaarily in providing an array of communicatioservices to our residential,
business, governmental and wholesale customersc@umunications services include local, broadbangate line (including special access),
network access, Ethernet, wireless and video ssvia certain local and regional markets, we ptswide local access and fiber transport
services to competitive local exchange carriers.

We generate the majority of our revenues from sessprovided in the 14 -state region of Arizonalp@ualo, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington, and Wyoming .réfer to this region as our local
service area.

On April 1, 2011, our indirect parent QCII becametelly owned subsidiary of CenturyLink, Inc. inax-free, stock-for-stock
transaction. Although we have continued as a singigorporation and legal entity since the acquisitthe accompanying consolidated
statements of operations, comprehensive incoma,ftass and stockholder's equity (deficit) are jpreed for two periods: predecessor and
successor, which relate to the period precedingtijeisition and the period succeeding the aciuisitespectively. On the date of the
acquisition, April 1, 2011, our assets and lialgiitwere recognized at their fair value. This reatibn has been reflected in our consolidated
financial statements and, therefore, has resultedniew basis of accounting for the "successopgeérirhis new basis of accounting means
our consolidated financial statements for the ssmmeperiods are not comparable to our consolidatadcial statements relating to periods
prior to the acquisition, including the predecegseniod consolidated financial statements in thisual report.

The accompanying consolidated financial statemientade our accounts and the accounts of our sigvid over which we exercise
control. All intercompany amounts and transactiaith our consolidated subsidiaries have been ehteid.

Effective January 1, 2012, in connection with pastruisition systems integration activities, we dddhe affiliate expense allocation
methodology used by our ultimate parent. This mahagy results in certain overhead costs incurgedsand by our direct parent that were
previously assessed to us on a net basis now bhssegsed on a gross basis both to and from onmatgtiparent, resulting in both higher
affiliate revenues and expenses for us. This chaggdting from systems integration activities dat have a significant impact to our
consolidated net income for the successor yearsceBécember 31, 2013 and 2012 .

During the year ended December 31, 2013 , we redoactorrection of an error related to an undesstant of our current deferred tax
asset, an understatement of our deferred taxitiabibnd an overstatement of goodwill recordedannection with the purchase accounting of
us in 2011 . Therefore, we recognized a $17 milirmmease to current deferred income tax asset,raifion increase to noncurrent deferred
income tax liability and a $15 million reductiongoodwill on our consolidated balance sheet asesfenber 31, 2012 . The correction of the
error did not have an effect on our consolidatatkstents of operations or on our consolidatedrstatés of cash flows for the years ended
December 31, 2012 and 2011 .

During the first quarter of 2012 , in connectionttwpost-acquisition systems integration activitiésnturyLink changed certain cash
management processes applicable to us. Thereferapw present the balances related to these casfigmaent transactions on a net basis
with our other affiliate transactions.

During the first quarter of 2012 , we recognize®fl@0 million equity contribution for the tax bertefssociated with a deduction for
pension funding. Since we are the employer of aifstgnt percentage of the participants and nonta®f2011 QCII pension funding was
allocated to us, a tax deduction was recognizedunriseparate company tax return and, thereforega@gnized an equity contribution for the
tax benefits associated with this deduction.
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Effective January 1, 2012, we changed our rateapitalized labor as we transitioned certain legatems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $40 million to $55 millioorease in the amount of labor capitalized
as an asset compared to the amount that wouldlbeere capitalized if we had continued to use ouardggystems and a corresponding
estimated $40 million to $55 million decrease irigiing expenses for the successor year ended bec&h, 2012 The reduction in expens
described above, net of tax, increased net incqrpeoaimately $25 million to $34 million for the stessor year ended December 31, 2012 .

Effective January 1, 2012, we changed our estingftdse remaining useful lives and net salvage e&tu certain telecommunications
equipment. These changes resulted in a decreaspteciation expense of approximately $52 millionthe successor year ended
December 31, 2012 . This decrease in depreciakiparese, net of tax, had the effect of increasingm@mme by approximately $32 million for
the successor year ended December 31, 2012 .

Effective January 2014, we will change the estimatethe remaining economic lives of certain swictdl circuit network equipment. V
estimate this will result in a net increase in @efation expense in our consolidated statementp@fations of $19 million for the year ended
December 31, 2014.

We also reclassified certain other prior period anis to conform to the current period presentafidrese changes had no impact on:
operating expenses or net income for any period.

Summary of Significant Accounting Policie
Use of Estimates

Our consolidated financial statements are preparadcordance with U.S. generally accepted accogigiinciples. These accounting
principles require us to make certain estimatefgniuents and assumptions. We believe that the @snjadgments and assumptions we mak
when accounting for items and matters such asydiiimited to, long-term contracts, customer rétempatterns, allowance for doubtful
accounts, depreciation, amortization, asset vaosatiinternal labor capitalization rates, recoviditgtof assets (including deferred tax assets),
impairment assessments, pension, post-retiremenotiier post-employment benefits, taxes, certainillties and other provisions and
contingencies are reasonable, based on informatiaitable at the time they were made. Our accogritin CenturyLink's indirect acquisition
of us required extensive use of estimates in déténmthe acquisition date fair values of our assetd liabilities. These estimates, judgments
and assumptions can affect the reported amoursssefts, liabilities and components of stockholasytsty or deficit as of the dates of the
consolidated balance sheets, as well as the repameunts of revenue, expenses and componentsiofloas during the periods presented in
our consolidated statements of operations, ouratiaded statements of comprehensive income andansolidated statements of cash flows.
We also make estimates in our assessments of f@btiesses in relation to threatened or pendingatadk legal matters. See Note 12—Income
Taxes and Note 16—Commitments and Contingencieadditional information.

For matters not related to income taxes, if a ieg®nsidered probable and the amount can be rablgoestimated, we recognize an
expense for the estimated loss. If we have thenpiatdo recover a portion of the estimated los#rfra third party, we make a separate
assessment of recoverability and reduce the estthiass if recovery is also deemed probable.

For matters related to income taxes, if we deteertfiat the impact of an uncertain tax position ggerlikely than not to be sustained
upon audit by the relevant taxing authority, thennecognize a benefit for the largest amount hatare likely than not to be sustained. No
portion of an uncertain tax position will be rectmgd if the position has less than a 50% likelihobtdeing sustained. Interest is recognized ol
the amount of unrecognized benefit from uncertaingositions.

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

We recognize revenue for services when the reledces are provided. Recognition of certain paymsesceived in advance of servi
being provided is deferred until the service isvided. These advance payments include activatidrrastallation charges, which we recogr
as revenue over the expected customer relatiopahipd, which ranges from eighteen months to oeryears depending on the service. We
also defer costs for customer activations and llasitans. The deferral of customer activation anstallation costs is limited to the amount of
revenue deferred on advance payments. Costs iserf@dvance payments are recorded as experse petiod such costs are incurred.
Expected customer relationship periods are estiinaging historical experience. Termination feestber fees on existing contracts that are
negotiated in conjunction with new contracts areded and recognized over the new contract term.

We offer bundle discounts to our customers whoiveceertain groupings of services. These bundleadists are recognized concurrel
with the associated revenues and are allocatdtbtodrious services in the bundled offering basethe estimated selling price of services



included in each bundled combination.
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Customer arrangements that include both equipmehsarvices are evaluated to determine whethezléments are separable. If the
elements are deemed separable and separate egrrongsses exist, the revenue associated withugteroer arrangement is allocated to eact
element based on the relative estimated sellirgppoi the separate elements. We have estimatextHiveg prices of each element by reference
to vendor-specific objective evidence of sellingces when the elements are sold separately. Tlmuevassociated with each element is then
recognized as earned. For example, if we receivedaance payment when we sell equipment and cangraervice together, we immediately
recognize as revenue the amount allocated to thiprgnt as long as all the conditions for reveragognition have been satisfied. The por
of the advance payment allocated to the servicecbagon its relative selling price is recognizetdily over the longer of the contractual
period or the expected customer relationship period

We periodically transfer optical capacity asset®onnetwork to other telecommunications serviaeiess. These transactions are
structured as indefeasible rights of use, commuaefigrred to as IRUs, which are the exclusive righise a specified amount of capacity or
fiber for a specified term, typically 20 years . \Atzount for the cash consideration received arsfeas of optical capacity assets and on all o
the other elements deliverable under an IRU, asme® ratably over the term of the agreement. We hatrecognized revenue on any
contemporaneous exchanges of our optical capassigta for other optical capacity assets.

In connection with offering products and servicesvided by third-party vendors, we review the riglaship between us, the vendor and
the end customer to assess whether revenue sheudghbrted on a gross or net basis. In assessiathetrevenue should be reported on a
gross or net basis, we consider whether we acpageipal in the transaction, take title to thegucts, have risk and rewards of ownership or
act as an agent or broker. Based on CenturyLimgkiseaents with DIRECTV and Verizon Wireless, weepthese services through sales
agency relationships which are reported on a r&sba

Affiliate Transactions

We provide to our affiliates telecommunicationsvgzes that we also provide to external customeraddition, we provide to our
affiliates computer system development and supgektices. Services provided by us to our affili@esrecognized as operating revenue-
affiliates on our consolidated statements of ojp@nat We also purchase services from our affilitekiding telecommunications services,
marketing and employee-related support servicavic®s provided to us from our affiliates are remiagd as operating expenses-affiliates on
our consolidated statements of operations. Beoaiutse significance of the services we provide wo affiliates and our affiliates provide to us,
the results of operations, financial position aadhcflows presented herein are not necessarilgatide of the results of operations, financial
position and cash flows we would have achievedwadperated as a stand-alone entity during thegepresented.

We record intercompany charges at the amountgitiieis by our affiliates. Regulatory rules requieetain expenses to be recorded at
market price or fully distributed cost. Our complia with regulations is subject to review by retuis. Adjustments to intercompany charges
that result from these reviews are recorded imptheod they become known.

CenturyLink has cash management arrangements heteetin of its subsidiaries that include lines@&dit, affiliate obligations, capital
contributions and dividends. As part of these caghagement arrangements, an affiliate provides liieredit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timendér these arrangements, the majorit
our cash balance is transferred on a daily bastetduryLink and most affiliate transactions arerded to be settled at the time the transac
are recorded in our accounting records, with tiseltang net balance at the end of each periodatttas advances to affiliates on the
accompanying consolidated balance sheets. Fromttiriee we declare and pay dividends to our pa@8(C, which are settled through the
advances to affiliates, which has the net effecedticing the amount of these advances. Dividerdirked are reflected on our consolidated
statements of stockholder's equity (deficit) arel¢bnsolidated statements of cash flows refleetanges in advances to affiliates as
investing activities and changes in advances frijitiages as financing activities. Interest is assed on the advances to/from affiliates on e
the three-month U.S T-bill rate (for advances fdiafes) or CenturyLink’s weighted average borrogirate (for advances from affiliates).

The affiliate obligations, net in noncurrent liatids on the consolidated balance sheets repregentsimulative allocation of expense
associated with QCII's pension plans and Centurkipost-retirement benefits plans. Changes iraffigate obligation, net are reflected in
operating activities on our consolidated statemehtash flows.

In the normal course of business, we transfer agsetnd from various affiliates through our pay€yBC, which are recorded through our
equity. It is our policy to record asset transtesised on carrying values. We recorded $28 milliomomcash dividends associated with asset
transfers to QSC during the successor nine momtisceDecember 31, 2011 .
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USF, Gross Receipts Taxes and Other Surcharges

In determining whether to include in our revenud arpenses the taxes and surcharges collectedcirstomers and remitted to
government authorities, including Universal Senkemd ("USF") charges, sales, use, value added@me excise taxes, we assess, among
other things, whether we are the primary obligoprincipal taxpayer for the taxes assessed in gaiduliction where we do business. In
jurisdictions where we determine that we are tliecipal taxpayer, we record the surcharges on ssgpasis and include them in our reve
and costs of services and products.

In jurisdictions where we determine that we areatyea collection agent for the government authoritg record the taxes on a net basis
and do not include them in our revenue and costenfices and products.

Advertising Costs

Costs related to advertising are expensed as eatamd is included in selling general and admiatiste expenses in our consolidated
statements of operations. Our advertising experse$88 million for the successor year ended DeceBihe2013 , $90 million for the
successor year ended December 31, 2012 , $174miidir the successor nine months ended Decemb@031, and $65 million for the
predecessor three months ended March 31, 2011 .

Legal Costs

In the normal course of our business, we incursctushire and retain external legal counsel to s&luis on regulatory, litigation and other
matters. We expense these costs as the relatddeseave received.

Income Taxes

Effective April 1, 2011, our results are includedhe CenturyLink consolidated federal income t&bam and certain combined state
income tax returns. CenturyLink allocates incomeegpense to us based upon a separate returntalooaethod which results in income tax
expense that approximates the expense that waosildt ifwe were a stand-alone entity. Our repodeterred tax assets and liabilities, as
discussed below and in Note 12—Income Taxes, amgapity determined as a result of the applicatibthe separate return allocation method
and therefore the settlement of these amountspisrdkent upon our parent, CenturyLink, rather tlaarauthorities. Our current expectation is
that the vast majority of deferred tax assets @ifilities will be settled through our general itempany obligation based upon the current
CenturyLink policy. CenturyLink has the right toastge their policy regarding settlement of thesetasand liabilities at any time.

The provision for income taxes consists of an arhéanmtaxes currently payable, an amount for tansamuences deferred to future
periods, adjustments to our liabilities for uncertax positions and amortization of investmentdteedits. We record deferred income tax a:
and liabilities reflecting future tax consequenatisbutable to differences between the finandialesnent carrying value of assets and liabil
and the tax bases of those assets and liabildieferred taxes are computed using enacted taxeapescted to apply in the year in which the
differences are expected to affect taxable incdrhe.effect on deferred income tax assets and iliglilof a change in tax rate is recognized in
earnings in the period that includes the enactrdatg.

We establish valuation allowances when necessawdiace deferred income tax assets to the amduatdtsve believe are more likely
than not to be recovered. Each quarter we evathateeed to retain all or a portion of the valuatitiowance on our deferred tax assets. See
Note 1:—Income Taxes for additional information.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquigstments that are readily convertible into cashaardot subject to significant risk
from fluctuations in interest rates. As a restilg value at which cash and cash equivalents aogtezbin our consolidated financial statements
approximates their fair value. Subsequent to Cghtok's indirect acquisition of us, our cash cotlens are transferred to CenturyLink on a
daily basis and our ultimate parent funds our aishursement needs. The net cash transferred twi@kimk has been reflected as advance
affiliates in our consolidated balance sheets.
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Accounts Receivable and Allowance for Doubtful Acaants

Accounts receivable are recognized based upontioeiat due from customers for the services provimteat cost for purchased and ot
receivables less an allowance for doubtful accourite allowance for doubtful accounts receivabflects our best estimate of probable losse:
inherent in our receivable portfolio determinedtloa basis of historical experience, specific alloees for known troubled accounts and other
currently available evidence. We generally consaleraccounts past due if they are outstanding 80efays . Our collection process varies by
the customer segment, amount of the receivablepandvaluation of the customer's credit risk. Past due accounts are written off against
our allowance for doubtful accounts when colleci®moonsidered to be not probable. Any recoverfexcoounts previously written off are
generally recognized as a reduction in bad deb¢msgin the period received. The carrying valugcobunts receivable net of the allowance
for doubtful accounts approximates fair value.

Property, Plant and Equipment

As a result of CenturyLink's indirect acquisitiohus, the purchase price was allocated to the @issguired and liabilities assumed ba
on their estimated fair values at the date of aitjon. Therefore, the allocated fair values of éissets represent their new basis of accounting
in our consolidated financial statements. This lteduin adjustments to our property, plant and popgint accounts, including accumulated
depreciation at the acquisition date. The adjustmetated to CenturyLink's indirect acquisitionusfare described in Note 2—Acquisition of
QCIl by CenturyLink and Note 6—Property, Plant &glipment.

Purchased and constructed property, plant and eeipis stated at original cost. Property, platwt @guipment is depreciated primarily
using the straight-line group method. Under thaight-line group method, assets dedicated to pinyittlecommunications services (which
comprise the majority of our property, plant andipqent) that have similar physical characteristise and expected useful lives are
categorized in the year acquired on the basis wéldife groups for purposes of depreciation amdking. Generally, under the straight-line
group method, when an asset is sold or retiredercourse of normal business activities, the sodeducted from property, plant and
equipment and charged to accumulated depreciatithout recognition of a gain or loss. A gain ordas recognized in our consolidated
statements of operations only if a disposal is ai@bor unusual. Leasehold improvements are ansattiwer the shorter of the useful lives of
the assets or the expected lease term. Expendfturegintenance and repairs are expensed as éttunterest is capitalized during the
construction phase of network and other internaleapital projects. Employee-related costs for tangon of network and other internal use
assets are also capitalized during the construpti@se. Property, plant and equipment supplies inseuhally are carried at average cost,
except for significant individual items for whiclat is based on specific identification.

We perform annual internal reviews to evaluateréfzsonableness of the depreciable lives for oyrgrty, plant and equipment. Our
reviews utilize models that take into account adatisage, physical wear and tear, replacement gishiesumptions about technology evolution
and, in certain instances, actuarially determinetb@bilities to estimate the remaining life of asset base.

We review long-lived tangible assets for impairmehtnever facts and circumstances indicate thatalmying amounts of the assets
may not be recoverable. For assessment purposeslied tangible assets are grouped with othestasand liabilities at the lowest level for
which identifiable cash flows are largely indepemidaf the cash flows of other assets and liabdjtegosent a material change in operations. Al
impairment loss is recognized only if the carryamgount of the asset group is not recoverable aodesls its fair value. Recoverability of the
asset group to be held and used is assessed bydogifhe carrying amount of the asset group teetienated undiscounted future net cash
flows expected to be generated by the asset gibtlfe asset group's carrying value is not recdvlerean impairment charge is recognized for
the amount by which the carrying amount of the tags®ip exceeds its fair value. We determine falugs by using a combination of
comparable market values and discounted cash flasvappropriate.

Goodwill, Customer Relationships and Other Intangille Assets

Intangible assets arising from business combinatisuch as goodwill, customer relationships andaé@ed software are initially
recorded at estimated fair value. We amortize eustaelationships primarily over an estimated tiféen years , using either the sum-of-the-
year«-digits or the straight-line methods, dependinghmntype of customer. We amortize capitalized safeausing the straight-line method
over estimated lives ranging up to seven yearsieQhtangible assets not arising from businessbooations are initially recorded at cost. We
review long-lived intangible assets, other thandyatl, for impairment whenever facts and circumsts indicate that the carrying amounts of
the assets may not be recoverable.
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As a result of CenturyLink's indirect acquisitiohus, the software used by us for internal use adjissted to fair value as of the
acquisition date. During the predecessor and ssoc@eriods internally used software, whether pasel or developed by us is capitalized.
capitalize certain costs associated with softwaoh @s costs of employees devoting time to theeptejand external direct costs for materials
and services. Costs associated with software tebd for internal purposes are expensed untiloh@ pt which the project has reached the
development stage. Subsequent additions, moditsitbr upgrades to internase software are capitalized only to the exterttttiey allow the
software to perform a task it previously did notfpem. Software maintenance, data conversion aaiditrg costs are expensed in the period ir
which they are incurred. We review the remainingneenic lives of our capitalized software annualapitalized software is included in other
intangible assets, net, in our consolidated balaheets.

We assess customer relationships for impairmenheter facts and circumstances indicate that theyicgramount may not be
recoverable. An impairment loss is recognized dfrtlye carrying amount is not recoverable and e#tsdts fair value. Recoverability of the ¢
customer relationships is measured by comparingdhgying amount to the estimated undiscountedéutet cash flows expected to be
generated by them. If the customer relationshigrsying value is not recoverable, an impairmentgéas recognized for the amount by which
the carrying amount exceeds its fair value. Werddtee fair values by using the discounted cash $lovethod.

We are required to assess goodwill for impairmeteast annually, or more frequently, if eventaahange in circumstances indicate
that an impairment may have occurred. We are reduo write-down the value of goodwill only in paats in which the recorded amount of
goodwill exceeds the implied fair value of goodw@ur annual assessment date for assessing godaawdirment was September 30. The
impairment assessment is at the reporting unit lewel in reviewing the criteria for reporting wivhen assigning the goodwill resulting from
CenturyLink's indirect acquisition of us, we hawtatmined that our operations consist of one ragprinit, consistent with our determination
that our business consists of one operating segr8entNote 3—Goodwill, Customer Relationships atiteOIntangible Assets for additional
information.

During the fourth quarter of 2013 , we electedharge the date of our annual assessment of goadwidlirment from September 30 to
October 31. This is a change in method of applgin@ccounting principle which management beliesespreferable alternative as the new
date of the assessment is more closely alignedauittstrategic planning process. The change im$isessment date did not delay, accelere
avoid a potential impairment charge in 2013 . Widquened our annual goodwill impairment assessmeBeptember 30, 2013, prior to the
change in our annual assessment date. We thenmeda qualitative assessment of our goodwill @¢aibber 31 and concluded that our
goodwill was not impaired as of either date.

Pension and Post-Retirement Benefits

A substantial portion of our employees participatthe QCII pension plan. QCII also maintains a-goilified pension plan for certain
of our eligible highly compensated employees. ldiah, certain employees may become eligible tdigipate in CenturyLink's post-
retirement health care and life insurance benéditg CenturyLink and QCII allocate income and eges relating to pension, non-qualified
pension, and post-retirement health care andrigarance benefits . The amounts contributed bhnesith CenturyLink and QCII are not
segregated or restricted to pay amounts due teroptoyees and may be used to provide benefitshter @mployees of CenturyLink and QC
affiliates. The allocation of expense to us is bdaggon the demographics of our employees and estitempared to all the remaining
participants.

For further information on pension, non-qualifieghgion, post-retirement and other post-employmenéfit plans, see CenturyLink's
Annual Report on Form 10-K for the year ended Ddman31, 2013 .

(2) Acquisition of QCII by CenturyLink
On April 1, 2011, our indirect parent QCIlI becametelly owned subsidiary of CenturyLink.

Since April 1, 2011, our consolidated results ofm@pions have been included in the consolidatadteesf operations of CenturyLink.
CenturyLink has accounted for its acquisition oflQ&hd us under the acquisition method of accogntivhich resulted in the assignment of
the purchase price to the assets acquired anditiebassumed based on their acquisition datevdires. In the first quarter of 2012 , we
completed our valuation of the assets acquirediahiities assumed, along with the related allga to goodwill and intangible assets.

The aggregate consideration exceeded the aggregfateated fair value of the assets acquired aibditias assumed by $9.354 billion ,
which we recognized as goodwill. This goodwill tiributable to strategic benefits, including entethé@inancial and operational scale, product
and market diversification and leveraged combineivarks that we expect to realize. None of the galbdssociated with this acquisition is
deductible for income tax purposes.



57




Table of Contents

The following was our assignment of the aggregatesideration:

April 1, 2011
(Dollars in millions)

Cash, accounts receivable and other current assets* $ 1,10¢
Property, plant and equipment 7,46(
Identifiable intangible assets:

Customer relationships 5,69¢

Capitalized software 1,70z
Other noncurrent assets 20¢
Current liabilities, excluding current maturitieslong-term debt (2,44¢)
Current maturities of long-term debt (2,379
Long-term debt (6,310
Deferred credits and other liabilities (4,447
Goodwill 9,35¢
Aggregate consideration $ 9,951

* Includes estimated fair value of $674 milliorr ficcounts receivable, excluding affiliate accouat®ivable, which had gross contractual value7@2million on April 1,
2011. The $48 million difference between the giaas#tractual value and the estimated fair valuegassi represents our best estimate as of April 11 20 contractual cash
flows that would not be collected.

Acquisition-Related Expenses

We have incurred operating expenses related touBarihk's indirect acquisition of us, which congstmarily of integration and
severance expenses. The table below summarizegquisition-related expenses:

Successor Predecessor Combined
Year Year Nine Months Three Months Twelve Months
Ended Ended Ended Ended Ended
December 31, December 31, December 31, March 31, December 31,
2013 2012 2011 2011 2011
(Dollars in millions)
Acquisition-related expenses $ 24 3¢ 14€ | 2 14¢

The total amounts of these expenses are recogimzrd cost of services and products and selliegegal and administrative expenses.
(3) Goodwill, Customer Relationships and Other Intangilbe Asset:

Goodwill, customer relationships and other intafegéssets consisted of the following:

Successor

Weighted
Average of
Remaining Lives December 31, 2013 December 31, 2012

(Dollars in millions)

Goodwill N/A $ 9,35¢ 9,35¢
Customer relationships, less accumulated amortizatf $2,012
and $1,320 7.3 year: 3,681 4,37¢
Other intangible assets subject to amortizationit@égped .
software, less accumulated amortization of $994%wl 3.0 year: 1,00¢ 1,21%

As of the successor date of December 31, 2@i8 gross carrying amounts of goodwill, custonedationships and other intangible as
were $17.055 billion .
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Total amortization expense for intangible assets agfollows:

Successor Predecessor
Nine Months Three Months
Year Ended Year Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
Amortization expense for intangible assets $ 1,02¢ 1,11¢ 952 58

We amortize customer relationships primarily oveeatimated life of ten years , using either the-sdi-the-years-digits or the straight-
line methods, depending on the type of customeraiertize capitalized software using the straigig-method over estimated lives ranging
up to seven years . The estimated future amomiza&kpense for intangible assets is as follows:

(Dollars in millions)

Year ending December 31,

2014 $ 894
2015 821
2016 743
2017 667
2018 581
2019 and thereafter 98¢

We annually review the estimated lives and methusgsl to amortize our other intangible assets. Theahamounts of amortization
expense may differ materially from our estimatepeahding on the results of our annual reviews.

We have accounted for CenturyLink's acquisitiom®finder the acquisition method of accounting, tingsulted in the assignment of
the aggregate consideration to the assets acaanicdabilities assumed based on their acquisifiaie fair values. The fair value of the
aggregate consideration transferred exceeded thes#on date fair value of the recorded tangdnhel intangible assets, and assumed liabi
by $9.354 billion , which has been recognized aslgall. The impairment assessment is done at thertig unit level; in reviewing the
criteria for reporting units when assigning the dwdl resulting from our acquisition by CenturyLinke have determined that we are one
reporting unit. We are required to assess goodedlbrded in business combinations for impairmetegagt annually, or more frequently, if
events or circumstances indicate there may be mmgait. Our annual goodwill impairment assessmetg das September 30. We are requ
to write-down the value of goodwill only in perioghswhich the recorded amount of goodwill excedustir value.

We compare Qwest’s estimated fair value to theyoagrvalue of equity. If the estimated fair valueQwest is greater than the carrying
value, we conclude that no impairment exists. éf ¢istimated fair value of Qwest is less than theyitey value, a second calculation is requi
in which the implied fair value of goodwill is coraped to the carrying value of goodwill. If the ingal fair value of goodwill is less than its
carrying value of goodwill, goodwill must be writtelown to its implied fair value.

At September 30, 2013, as a result of changesrifiooecasted cash flows since our previous qudivitassessment, we did not have a
baseline valuation upon which to perform a qualitaassessment. Therefore, we estimated the faiead Qwest by considering both a mai
approach method and a discounted cash flow methoidh resulted in a Level fair value measurement. The market approach mettuhades
the use of comparable multiples of publicly tradethpanies whose services are comparable to ouesdiSbounted cash flow method is basec
on the present value of projected cash flows atedrainal value, which represents the expected niiwathcash flows beyond the cash flows
from the discrete projection period. We discourtterlestimated cash flows using a rate that reptesemarket participant's weighted average
cost of capital, which we determined to be appratety 6.0% as of the assessment date (which waprised of an after-tax cost of debt of
3.4% and a cost of equity of 8.3% ). Based on sgessment performed with respect to our reportiitgdescribed above, we concluded that
our goodwill was not impaired.
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(4) Long-Term Debt and Revolving Promissory Not

Long-term debt, including unamortized discounts pramiums, and note payable-affiliate is as follows

Successor
December 31, December 31,
Interest Rates Maturities 2013 2012
(Dollars in millions)
Senior notes 6.125% - 8.375% 2014 - 2053 $ 7,411 7,38¢
Capital lease and other obligations Various Various 72 112
Unamortized premiums, net 75 127
Total long-term debt 7,55¢ 7,62¢
Less current maturities (637) (8049)
Long-term debt, excluding current maturities $ 6,921 6,821
Note payable-affiliate 6.765% 2022 $ 754 701

New Issuance:
2013

On May 23, 2013, we issued $775 million aggregaitecipal amount of 6.125% Notes due 2053, inclgdb@5 million principal amount
that was sold pursuant to an over-allotment opgi@nted to the underwriters for the offering, icleange for net proceeds, after deducting
underwriting discounts and expenses, of approxitn&#52 million. The Notes are unsecured obligations and maydeeneed, in whole or i
part, on or after June 1, 2018 at a redemptioregual to 100% of the principal amount redeemasd atcrued and unpaid interest to the
redemption date.

2012

On June 25, 2012 , we issued $400 million aggregateipal amount of 7.00% Notes due 2052 in exgledior net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The Notes are unsecured obligations and maydeereed, in whole or in pe
on or after July 1, 2017 at a redemption price Etua00% of the principal amount redeemed pluswst interest.

In connection with consummating the April 18, 2@&2der offer described below under "Repayments"bareowed from a CenturyLink
affiliate approximately $580 million under a revinlg promissory note, payable upon demand. The @®ony note is unsecured and ranked
equally to our senior notes.

On April 2, 2012 , we issued $525 million aggregaiecipal amount of 7.00% Notes due 2052 in exglesior net proceeds, after
deducting underwriting discounts and expenses508$nillion. The Notes are unsecured obligations and maydeereed, in whole or in pe
on or after April 1, 2017 at a redemption priceado 100% of the principal amount redeemed plusued interest.

Repayment:
2013
On June 17, 2013, we paid at maturity the $750aniprincipal amount of our floating rate Notes.
2012
On July 20, 2012 , we redeemed all $484 milliomaf 7.50% Notes due 2023 , which resulted in anatenmal loss.

On April 18, 2012 , we completed a cash tenderaéf@urchase a portion of our $811 million of &% Notes due 2016 and our $400
million of 7.625% Notes due 2015 . With respecbtw 8.375% Notes due 2016 , we received and aatéghelers of approximately $575
million aggregate principal amount of these notes/1% , for $722 million including a premium, fesrsd accrued interest. With respect to our
7.625% Notes due 2015 , we received and accepeeére of approximately $308 million aggregate pgatamount of these notes, or 77% ,
for $369 million including a premium, fees and amat interest. The completion of this tender oféesutted in a loss of $46 million .



60




Table of Contents

Aggregate Maturities of Lon-Term Debt

Aggregate maturities of our long-term debt (exahgdiinamortized premiums, discounts, and other aoldi@ing note payable-affiliate):

(Dollars in millions)

2014 $ 637
2015 122
2016 237
2017 50(
2018 —
2019 and thereafter 5,98

Total long-term debt $ 7,48:

Revolving Promissory Not

We have a revolving promissory note with an affdiaf CenturyLink that provides us with a fundirgmamitment with an aggregate
principle amount available to $1.0 billion througime 30, 2022, of which $754 million was outstagdis of the successor date of
December 31, 2013 . As of the successor date ofidber 31, 2013 , the weighted average interestvase6.765% This revolving promisso
note and accrued interest thereon is reflecteduna@nsolidated balance sheets as a current tiahitider “Note payableaffiliate”.

Interest Expenst

Interest expense includes interest on long-ternt. ddte following table presents the amount of gliagsrest expense, net of capitalized
interest and interest expense (income)-affiliates:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011

(Dollars in millions)
Interest expense:

Gross interest expense $ 467 461 30¢ 158

Capitalized interest ()] (18) 5) 3
Total interest expense $ 45C 44z 30C 15C
Interest expense (income)-affiliates $ 64 24 D —
Covenants

The indentures governing our notes contain cedairenants including, but not limited to: (i) a pifation on certain liens on our assets;
and (ii) a limitation on mergers or sales of atlsabstantially all, of our assets, which limitatiequires that a successor assume the obligatio
with regard to these notes. These indentures doarmahin any cross-default provisions. As of thecsissor date of December 31, 2013 , we
believe we were in compliance with the provisiond aovenants of our debt agreements.
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(5) Accounts Receivabl

The following table presents details of our acceurteivable balances:

Successor
December 31, December 31,
2013 2012
(Dollars in millions)

Trade and purchased receivables $ 697 661
Earned and unbilled receivables 73 82
Other 11 12
Total accounts receivable 781 75E
Less: allowance for doubtful accounts (43 (46)
Accounts receivable, less allowance $ /3¢ 70¢

We are exposed to concentrations of credit risknfresidential and business customers within owallservice area and from other
telecommunications service providers. No custorimelizidually represented more than 10% of our acteueceivable for all periods
presented herein. We generally do not require tslhto secure our receivable balances. We haeeawnts with other telecommunications
service providers whereby we agree to bill andeoblon their behalf for services rendered by thpyseiders to our customers within our local
service area. We purchase accounts receivabledtbar telecommunications service providers pringanit a recourse basis and include these
amounts in our accounts receivable balance. We halvexperienced any significant loss associaték thiese purchased receivables.

The following table presents details of our alloe&ior doubtful accounts:

Allowance for Doubtful

Accounts
(Dollars in millions)
Balance at December 31, 2010 (Predecessor) $ 48
Charged to expense-net 17
Deductions (18)
Balance at March 31, 2011(Predecessor) $ 47
Fair value adjustment 47
Balance at April 1, 2011 (Successor) $ —
Charged to expense-net 44
Deductions 2
Balance at December 31, 2011 (Successor) $ 42
Charged to expense-net 74
Deductions (70)
Balance at December 31, 2012 (Successor) $ 46
Charged to expense-net 65
Deductions (68)
Balance at December 31, 2013 (Successor) $ 43

As a result of CenturyLink's indirect acquisitiohus, the allowance for doubtful accounts as ofApel 1, 2011 acquisition date of $47
million was reduced to zero and our gross accowsivable were reduced by $47 million to refléstastimated acquisition date fair value.

(6) Property, Plant and Equipment

CenturyLink accounted for its indirect acquisitiohus under the acquisition method of accountingictv requires the assignment of the
purchase price to the assets acquired based orfaheialues at the acquisition date.
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Net property, plant and equipment is composed efaHowing:

Successor

Depreciable December 31, December 31,
Lives 2013 2012

(Dollars in millions)

Property, plant and equipment:

Land N/A $ 35€ 35€
Fiber, conduit and other outside pléht 15-45 years 4,03: 3,47¢
Central office and other network electronfs 4-10 years 3,02¢ 2,611
Support asset¥ 5-30 years 2,47(C 2,42¢
Construction in progres8 N/A 30¢€ 372
Gross property, plant and equipment 10,19: 9,24:
Accumulated depreciation (2,985) (2,01)
Net property, plant and equipment $ 7,208 7,231

@ Fiber, conduit and other outside plant consistibef and metallic cable, conduit, poles and othgporting structure

@) Central office and other network electronics cassié circuit and packet switches, routers, trassioh electronics and electronics providing sertaceustomer:

() Support assets consist of buildings, computersoéimet administrative and support equipmn

@) Construction in progress includes inventory heldcinstruction and property of the aforementionetégories that has not been placed in serviceisstitl under
construction.

We recorded depreciation expense of $1.099 billi®h.175 billion , $914 million , and $393 millidar the successor years ended
December 31, 2013 and 2012 , the successor ninthenended December 31, 2011 , and the predecésserrhonths ended March 31, 2011,
respectively.

On April 2, 2012, we sold an office building fortnroceeds of $133 million . As part of the traniat we agreed to lease a portion of
the building from the new owner. As a result, tié $illion gain from the sale was deferred and bdélrecognized as a reduction to rent
expense over the 10 year lease term.

(7) Severanc

Periodically, we have reductions in our workforoel @ave accrued liabilities for related severarustsc These workforce reductions
resulted primarily from the progression or comgletof our integration plans related to Centurylsrikdirect acquisition of us, increased
competitive pressures and reduced workload demdunel$o the loss of access lines.

We report severance liabilities within accrued eqes and other liabilities-salaries and benefitsinconsolidated balance sheets and
report severance expenses in cost of servicesradd¢ts and selling, general and administrativeeagps in our consolidated statements of
operations.
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Changes in our accrued liability for severance agps were as follows:

Severance
(Dollars in millions)
Balance at December 31, 2010 (Predecessor) $ 28
Accrued to expense 3
Payments, net (12)
Reversals and adjustments (1)
Balance at March 31, 2011 (Predecessor) $ 1¢
Fair value adjustment 2
Balance at April 1, 2011 (Successor) $ 17
Accrued to expense 11¢
Payments, net (97)
Reversals and adjustments (9
Balance at December 31, 2011 (Successor) $ 28
Accrued to expense 64
Payments, net (85)
Reversals and adjustments Q)
Balance at December 31, 2012 (Successor) $ 7
Accrued to expense 1C
Payments, net (12
Reversals and adjustments —
Balance at December 31, 2013 (Successor) $ S

Our severance expenses for the successor nine snemled December 31, 2011 also included $12 mififahare-based compensation
associated with the accelerated vesting of stock@svthat occurred in connection with workforceuabns relating to CenturyLink's indirect
acquisition of us.

(8) Employee Benefit
Pension and Po-Retirement Benefits

We are required to disclose the amount of our dmutions to CenturyLink and QCII relative to the @ension plans and CenturyLink
post-retirement benefit plans. QCII's post-retiratieenefit plans were merged into CenturyLink'stfseirement benefit plans on January 1,
2012. QCIlI was not required and did not make cbatibns to the pension plan trust in 2013 . Basedwrent laws and circumstances,

(i) QCII will not be required to make a cash cdmtition to this plan in 2014 and (ii) QCIl does ea&pect it will be required to make a
contribution in 2015 . The amount of required citmitions to the plan in 2015 and beyond will dependearnings on plan investments,
prevailing discount rates, demographic experieakcanges in plan benefits and changes in funding kavd regulations. No contributions were
made to the post-retirement occupational healtd tast in 2013 or 2012 and CenturyLink does ngeekto make a contribution in 2014 .

The unfunded status of QCII's qualified pensiomgta accounting purposes was $159 million and $®Bon as of the successor dates
of December 31, 2013 and 2012 , respectively. Tiiended status of CenturyLink's post-retirementdfi¢plans for accounting purposes was
$3.153 bhillion and $3.448 billion as of the succestates of December 31, 2013 and 20despectively. CenturyLink and QCII allocate ince
and expenses to us based upon the demographios efmployee and retirees compared to all the remgparticipants.
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We were allocated $178 million and $117 milliorpiension income during the successor years endeenfiler 31, 2013 and 2012 and
$51 million for the successor nine months endedebdser 31, 2011 , as well as $11 million in pengrpense for the predecessor three
months ended March 31, 2011. Our allocated postneént benefit expense for the successor yearsdeRddcember 31, 2013 and 2012 , the
successor nine months ended December 31, 2011thamdedecessor three months ended March 31,284 $88 million , $106 million , $84
million , $16 million , respectively. These alloedtamounts represent our share of the pensiona@stdgtirement benefit expenses based on
the actuarially determined amounts. Our allocatatign of QCII's total pension and CenturyLink'sspeetirement benefit income and
expenses were 91% , 91% , 96% , and 102% for twessor years ended December 31, 2013 and 20&3udtkessor nine months ended
December 31, 2011 , and the predecessor three mentled March 31, 2011, respectively. CenturyLimék @CII allocate the income and
expenses of these plans to us and their othelaggfl The allocation of income and expense te based upon demographics of our emplo
compared to all remaining participants. The coméinet pension and post-retirement benefits (incarpgnses is included in cost of services
and products and selling, general and adminisgakpenses.

QCIl sponsors a noncontributory qualified defineshéfit pension plan (referred to as QCII's pengian) for substantially all of our
employees. In addition to this tax qualified pengian, QCII also maintains a non-qualified pengtan for certain eligible highly
compensated employees. These plans also provide@uand disability benefits to certain employeksNovember 2009, QCII amended the
pension plan and the non-qualified pension plamsttonger provide pension benefit accruals foivaaton-represented employees after
December 31, 2009. In addition, non-representedamaps hired after January 1, 2009 are not eligiblgarticipate in the plans. Active non-
represented employees who participate in theses p&tain their accrued pension benefit earned 8eoémber 31, 2009 and certain
participants will continue to earn interest creditstheir benefit after December 31, 2009. Empleyae eligible to receive their vested accrue
benefit when they separate from CenturyLink. Tranplalso provided a death benefit for eligible fieraies of certain retirees; however,
QCII has eliminated this benefit effective Marc20;10 for retirees who retired prior to Januarg2dQ4 and whose deaths occur after
February 28, 2010. QCII previously eliminated tleatth benefit for eligible beneficiaries of certegtirees who retired after December 31,
2003.

QCII maintains post-retirement benefit plans thratvjle health care and life insurance benefitséotain eligible retirees, which were
merged into CenturyLink's post-retirement bendéing on January 1, 2012. The benefit obligationJ@il's occupational health care and life
insurance post-retirement plans is estimated basede terms of QCII's written benefit plans. Iicaating this obligation, QCII considers
numerous assumptions, estimates and judgmentadingl but not limited to, discount rates, healtheazost trend rates and plan amendments.
In October 2013, we renewed a four -year colledbasgaining agreement which covers approximatel@d®of our unionized employees.
Effective January 1, 2014, the approximately 12,860ve employees and eligible post-1990 retirels are former represented employees,
have changes to their health and welfare benafitsiding: (i) changes to align the coverage andcefitnfor these active employees and non-
Medicare eligible post-1990 retirees with the Healtd welfare coverage and benefits offered tothkr CenturyLink employees and other
CenturyLink retirees (with some exceptions) (igr@ased out-opocket health care costs through plan design clsasffiective January 1, 20:
and the elimination of Class Il dependent coveiage (iii) elimination of the group medical plan evage and benefits for Medicare-eligible
post-1990 retirees and the establishment of athegilinbursement account and assistance to thidggapuwith their transition effective May
1, 2014 to their own purchase of individual policterough the Medicare Exchange market place ubm@pealth reimbursement account. In
order to maintain their eligibility, post-1990 rets continue to be obligated to contribute tocthet of health care benefits in excess of
specified limits on the company-funded portionetinee health care costs (also referred to asdies™), as they have since January 1, 2009.

The terms of the post-retirement health care dadrisurance plans between QCII and its eligible-represented employees and its
eligible post-1990 non-represented retirees aabbshed by QCII and are subject to change atistsretion. QCII has a practice of sharing
some of the cost of providing health care benefith its non-represented employees and post-198erepresented retirees. The benefit
obligation for the non-represented postirement health care benefits is based on timestef the current written plan documents and isstef
for anticipated continued cost sharing with nonrespnted employees and post-1990 non-represeniedse However, QCII's contribution
under its post-1990 non-represented retirees'thealt plan is capped at a specific dollar amdziifective January 1, 2009, QCII amended its
post-1990 non-represented retiree plan to, amdmey ¢hings, (i) require retirees to pay increasatdad-pocket costs and (ii) eliminate the
reimbursement of Medicare Part B premiums.

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

CenturyLink (formerly QCII) sponsors post-retirerhealth care plans with several benefit optiorss grovide prescription drug
benefits that CenturyLink deems actuarially equénako or exceeding Medicare Part D. CenturyLirdogizes the impact of the federal
subsidy received under the Medicare PrescriptiargDimprovement and Modernization Act of 2003 ia talculation of its post-retirement
benefit obligation and net periodic post-retiremesnefit expense.
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Other Benefit Plans
Health Care and Life Insurance

We provide health care and life insurance bentfitsssentially all of our active employees. Welargely self-funded for the cost of the
health care plan. Our active health care benefierges were $223 million , $221 million , $167 ioill, and $57 million for the successor
years endeDecember 31, 2013 and 2012 , the successor ninthenended December 31, 2011 and the predecesserrttanths ended
March 31, 2011, respectively. Represented emplbgeefits are based on negotiated collective bairggegreements. Employees are require
to partially fund the health care benefits provithgdus, in addition to paying their own out-of-petkosts. Our group life insurance plan is
fully insured and the premiums are paid by us.

401(k) Plan

CenturyLink sponsors a qualified defined contribntbenefit plan covering substantially all of oor@oyees. Under this plan, employ
may contribute a percentage of their annual congi@nsto the plan up to certain maximums, as ddfimethe plan and by the Internal
Revenue Service ("IRS"). Currently, we match a petage of our employees' contributions in cashr&¢egnized $49 million , $46 million ,
$36 million , and $12 million in expense relatedhis plan for the successor years ended Decenih@033 and 2012 , the successor nine
months ended December 31, 2011 , and the prede¢bsse months ended March 31, 2011, respectively.

Deferred Compensation Plans

QCII sponsored a non-qualified unfunded deferredmensation plan for various groups that includ¢ageof our current and former
highly compensated employees. The plan is frozenpanticipants can no longer defer compensatighe@lan. The value of the assets and
liabilities related to this plan is not significant

(9) Stock-Based Compensatio

Stock-based compensation expenses are includessirotservices and products, and selling, genara administrative expenses in our
consolidated statements of operations. During oedgressor years, we recognized compensation expalating to awards granted to our
employees under the Equity Incentive Program orusliRg the straight-line method over the applicaelsting periods. We also recognized
compensation expense when our employees purchaSid Qommon stock under the Employee Stock PueRédan or ESPP for the
difference between the employees' purchase priderenfair value of QCII's stock.

For the successor years ended December 31, 2012042d we were allocated a stock based compensatjpense of approximateBi 7
million and $18 million , respectively. For the sassor nine months ended December 31, 2011 ammtetiecessor three months ended
March 31, 2011, total stock-based compensationresgallocated was approximately $19 million andriion , respectively. We recognized
an income tax benefit from our stock compensatipease of approximately $7 million and $7 milliorespectively, during the successor
years endeDecember 31, 2013 and 2012. We recognized an intaxigenefit from our stock compensation expensagppfoximately $7
million and $1 million , respectively, for the s@ssor nine months ended December 31, 2011 anadtegessor three months ended
March 31, 2011.

Due to CenturyLink's acquisition of QCII, we novecoed the stock-based compensation expense thiédésited to us from CenturyLink
which is included in operating expenses-affilidtesur consolidated statements of operations. Basedany factors that affect the allocation,
the amount of stock-based compensation expensedeztat CenturyLink and ultimately allocated tomay fluctuate. We settle the stock-
based compensation expense allocated to us fronu@emk through affiliate transactions.

(10) Products and Services Revenu

We are an integrated communications company engagerily in providing an array of communicatioservices, including local,
broadband, private line (including special accegsch we market to our business and wholesale mets), network access, Ethernet,
information technology, wireless and video servid¥e strive to maintain our customer relationstipsamong other things, bundling our
service offerings to provide our customers wittomplete offering of integrated communications sssi We categorize our products and
services into the following three categories:

» Strategic serviceswhich include primarily broadband, private linec{uding special access, which we market to owiress and
wholesale customers), Ethernet, video (includirsple: satellite video services) and Verizon Wirelesices;
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e Legacy servicewhich include primarily local, integrated serviatgital network (which uses regular telephone litesupport voice,
video and data applications), switched accessraditional wide area network services (which all@scal communications netwc
to link to networks in remote locations); and

» Affiliates and other service, which consist primarily of USF revenues and sarghs and services we provide to our non-conselitlat
affiliates. We provide to our affiliates telecomnmations services that we also provide to extecnatomers. In addition, we provide
to our affiliates computer system development amppert services, network support and technicalisesv

Our operations are integrated into and reportquhasof the segments of CenturyLink. CenturyLirdtigef operating decision maker
("CODM") is our CODM, but reviews our financial imimation on an aggregate basis only in connectitm our quarterly and annual reports
that we file with the Securities and Exchange Cossinin. Consequently, we do not provide our disdiascial information to the CODM on
a regular basis. As such, we believe we have quertable segment.

Operating revenues for our products and services@anmarized below:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
Strategic services $ 3,34 3,26t 2,40¢ 792
Legacy services 3,20¢ 3,471 2,79¢ 1,00:
Affiliates and other services 2,20z 2,112 1,43: 4732
Total operating revenues $ 8,75¢ 8,84¢ 6,63¢ 2,26¢

We do not have any single customer that providertian 10% of our total revenue. Substantiallypfbtur revenue comes from
customers located in the United States.

The table below presents the aggregate USF suhaggognized on a gross basis:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011

(Dollars in millions)

Taxes and surcharges included in operating
revenues and expenses $ 154 171 122 43

(11) Affiliate Transactions

We provide to our affiliates, telecommunications/gzes that we also provide to external customeraddition, we provide to our
affiliates, computer system development and supgextices and network support and technical sesvice

Below are details of the services we provide toaftiliates:

» Telecommunications servicé3ata, Internet and voice services in support ofaffiliates' service offering

» Computer system development and support sentigesmation technology services primarily includeiabor cost of developing,
testing and implementing the system changes neyesssupport order entry, provisioning, billingstwork and financial systems, as
well as the cost of improving, maintaining and @piexg our operations support systems and sharechadtcommunications networks;
and

» Network support and technical servicNetwork support and technical services relate tedasting demand volumes and developing
plans around network utilization and optimizatideyeloping and implementing plans for overall prtdievelopment, provisioning
and customer care.
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We charge our affiliates for services based on etgskice or fully distributed cost ("FDC"). We clyarour affiliates market price for
services that we also provide to external custonvenge other services that we provide only to affiliates are priced by applying an FDC
methodology. FDC rates include salaries and wagmspll taxes, employee related benefits, miscelbars expenses, and charges for the u
our buildings, computing and software assets. Wemgossible, costs are directly assigned to diliadés for the services they use. If costs
cannot be directly assigned, they are allocatechgnadl affiliates based upon cost causative measordf no cost causative measure is
available, these costs are allocated based onaaaeilocator. These cost allocation methodologresreasonable. From time to time, we
adjust the basis for allocating the costs of aesthaervice among affiliates. Such changes in dilmecanethodologies are generally billed
prospectively.

We also purchase services from our affiliates idiclg telecommunication services, insurance, flggwices and other support services
such as legal, regulatory, finance and accountig,human resources and executive support. Ollintg§ charge us for these services based
on market price or FDC.

(12) Income Taxe!

We were included in the consolidated federal inceaxereturns and the combined state income taxiretf QCII until CenturyLink's
April 1, 2011 acquisition of QCII and the consotield federal income tax returns and certain combgtat® income tax returns of CenturyLink
subsequent to the acquisition. Both CenturyLink @@l treat our consolidated results as if we weseparate taxpayer. The policy require
to settle our tax liabilities through a change im general intercompany obligation based upon epasate return taxable income, which is
reflected in advances to affiliates on our consdéd balance sheets and the changes in advana#tiates are reflected as investing activities
on our consolidated statements of cash flows. Becae are included in the consolidated federalnrectax returns and the combined state
income tax returns of CenturyLink (and previousighwQCll), any tax audits involving CenturyLink @CII will also involve us. The IRS
previously examined all of QCII's federal income taturns prior to 2008 because they were includéts coordinated industry case program
and now examines all of QClI's federal income &bams as included in the consolidated federalmatfithe ultimate parent company,
CenturyLink.

In years prior to 2011, QCII filed amended fedémabme tax returns for 2002-2007 to make proteathaéms with respect to items
reserved in our audit settlements and to correntstnot addressed in prior audits. The examinatidhose amended federal income tax ret
by the IRS was completed in 2012. In 2012, QCéddian amended 2008 federal income tax return pitymarreport the carryforward impact
of prior year settlements and in 2013, QCII filedsanended return for 2009. Such amended filings@abgect to adjustment by the IRS.

CenturyLink also files combined income tax retummany states, and these combined returns renpain for adjustments to its federal
income tax returns. In addition, certain combintdesincome tax returns filed by CenturyLink andI@hce 1999 are still open for state
specific adjustments.

Effective on April 1, 2011 in conjunction with CemyLink's indirect acquisition of us, we changed aacounting policy to recognize
interest expense and penalties related to incorss tas income tax expense. Prior to April 1, 2@iteérest expense and penalties related to
income taxes were included in the other incomednzp) line of our consolidated statements of omeratAs of the successor date of
December 31, 2013, we had no liability for intéretated to uncertain tax positions. As of thecassor date of December 31, 2012 , we had
recorded liability for interest related to uncemtéax positions in the amounts of $5 million . e dot record a liability for interest related to
uncertain tax positions for the successor year@éimEember 31, 2013 . We made no accrual for gesaklated to income tax positions.
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Income Tax Expensi

The components of the income tax expense from rointyy operations are as follows:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
Income tax expense:
Current tax provision:
Federal and foreign $ 653 63€ 17¢ 104
State and local 101 10t 26 11
Total current tax provision 754 743 19¢ 11¢F
Deferred tax expense (benefit):
Federal and foreign (12%) (17%) 12¢ 61
State and local 27 (26) 22 15
Total deferred tax expense (benefit) (152 (207) 15C 76
Income tax expense $ 60z 54z 34¢ 191
The effective income tax rate for continuing operad differs from the statutory tax rate as follows
Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(in percent)
Effective income tax rate:
Federal statutory income tax rate 35.(% 35.(% 35.(% 35.(%
State income taxes-net of federal effect 3.1 3.7 ML 3.4
Other 0.3 0.3 0.€ 0.€
Effective income tax rate 38.4% 39.(% 39.1% 39.(%
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Deferred Tax Assets and Liabilitie

The components of the deferred tax assets anditiedbare as follows:

Successor

December 31, December 31,
2013 2012

(Dollars in millions)

Deferred tax assets and liabilities:
Deferred tax liabilities:

Property, plant and equipment $ (1,287) (2,179
Intangibles assets (1,772) (2,119
Receivable from an affiliate due to pension plartipigation (462) (397)
Other (52 (62)
Total deferred tax liabilities (3,567) (3,755
Deferred tax assets:
Payable to affiliate due to post-retirement ben@éin participation 98: 982
Debt premiums 55 67
Other 22¢ 258
Total deferred tax assets 1,26 1,302
Valuation allowance on deferred tax assets (12 (12
Net deferred tax assets 1,25¢ 1,29(
Net deferred tax liabilities $ (2,319 (2,46%)

At December 31, 2013, we have established a vatuatlowance of $12 million as it is not more lk¢han not that this amount of
deferred tax assets will be realized.

Other Income Tax Information

We paid $750 million , $607 million , and $211 naiti to QSC related to income taxes in the succegsams ended December 31, 2013,
2012 and 2011 , respectively.

(13) Fair Value Disclosure

Our financial instruments consist of cash and eaghivalents, accounts receivable, advances tiedéfil, accounts payable, note payable
affiliate and long-term debt excluding capital leabligations. Due to their short-term nature,dhegrying amounts of our cash and cash
equivalents, accounts receivable, advances tedéf, accounts payable and note payable-afféipproximate their fair values.

Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer alifglin an orderly transaction between
independent and knowledgeable parties who arengillind able to transact for an asset or liabilittha measurement date. We use valuation
techniques that maximize the use of observabletsngud minimize the use of unobservable inputs vaetarmining fair value and then we
rank the estimated values based on the relialafithe inputs used following the fair value hietarset forth by the Financial Accounting
Standards Board ("FASB"). We determined the falues of our long-term debt, including the curreottjpn, based on quoted market prices
where available or, if not available, based onalisted future cash flows using current market egerates.

The three input levels in the hierarchy of fairummeasurements are defined by the FASB geneaflyllaws:

Input Level Description of Input

Level 1 Observable inputs such as quoted market pricestiveamarkets.

Level 2 Inputs other than quoted prices in active markeds @re either directly or indirectly observable.
Level 3 Unobservable inputs in which little or no marketadexists.
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The following table presents the carrying amounts$ estimated fair values of our long-term debt|wkiog capital lease obligations, as
well as the input levels used to determine thevaives:

Successor
December 31, 2013 December 31, 2012
Input Carrying Fair Carrying Fair
Level Amount Value Amount Value

(Dollars in millions)

Liabilities-Long-term debt excluding capital leas
obligations 2 $ 7,48¢ 7,22¢ 7,518 8,01¢

For the assets and liabilities measured at fairezah our acquisition date, we employed a variétpethods to determine these fair
values, including quoted market price, observaldeket values of comparable assets, current repkaceoosts and discounted cash flow
analysis. The factors that most significantly impaar estimate of fair value included forecasteshciows and a market participant discount
rate. The applicable market participant discoute imimpacted by the market risk free rate ofnreand risk premium associated with a group
of peer telecommunication companies which have bleemed to be market participants for determinfregfair value. The discount rates used
in our valuations ranged from 7.5% to 9.5% depepdipon the asset or liability valued and relatig& associated with the cash flows.

(14) Stockholder's Equity
Common Stock

We have one share of common stock (no par valsag@éand outstanding, which is owned by QSC.
Other Net Asset Transfers

During 2012, we recognized a $100 million equitytcibution for the tax benefit associated with duletion for pension funding. Since
we are the employer of a significant percentagh®fparticipants and none of the 2011 QCII penfioding was allocated to us, a tax
deduction will be recognized on our separate compaxreturn and, therefore, we recognized an gauaintribution for the tax benefits
associated with this deduction.

In addition, in the normal course of business, raadfer assets and liabilities to and from QSCitmdffiliates, which are recorded
through our equity. It is our policy to record thessset transfers based on carrying values.

Dividends

We declared the following cash and non-cash divdden QSC:

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
Non-cash dividend to QS@ $ — — 28 —
Cash dividend declared to QSC 1,32¢ 84( 60C 1,00(¢
Cash dividend paid to QSC 1,32¢ 1,15(C 90C 53C

@ This was a norash transaction whereby we transferred assettiwiends to our parent company, Q

The timing of cash payments for declared divideind@SC is at our discretion in consultation with@S$Ve may declare and pay
dividends to QSC in excess of our earnings to ¥tent permitted by applicable law. Our debt covésaio not limit the amount of dividends
we can pay to QSC.
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(15) Quarterly Financial Data (Unaudited)

Quarterly Financial Data

Successor
Twelve
First Second Third Fourth Months
Quarter Quarter Quarter Quarter Total
(Dollars in millions)
2013
Operating revenues $ 2,15¢ 2,19¢ 2,18¢ 2,207 8,75
Operating income 553 52t 492 507 2,07¢
Income tax expense 16€ 15E 13¢ 14z 60z
Net income 264 24¢€ 21¢ 23€ 964
Quarterly Financial Data
Successor
Twelve
First Second Third Fourth Months
Quarter Quarter Quarter Quarter Total
(Dollars in millions)
2012
Operating revenues $ 2,26( 2,19t 2,18: 2,21( 8,84¢
Operating income 46€ 45E 45¢ 52t 1,90t
Income tax expense 13€ 11¢ 13¢ 16C 542
Net income 21¢ 17¢ 212 241 84¢

(16) Commitments and Contingencie

From time to time, we are involved in other prodegd incidental to our business, including patefringement allegations,
administrative hearings of state public utility aoissions relating primarily to rate making, actiosakting to employee claims, various tax
issues, environmental law issues, grievance heabefpre labor regulatory agencies and miscellaméuord party tort actions. The outcome of
these other proceedings is not predictable. Howdased on current circumstances we do not belf@tehe ultimate resolution of these other
proceedings, after considering available defensdsresurance coverage, will have a material adveffeet on our financial position, results of
operations or cash flows.

We are currently defending several patent infringetlawsuits asserted against us by poacticing entities. These cases have progre
to various stages and one or more may go to triié coming 24 months if they are not otherwis®lkeed. Where applicable, we are seeking
full or partial indemnification from our vendorsdeuppliers. As with all litigation, we are vigogiy defending these actions and, as a matter
of course, are prepared both to litigate the matejudgment, as well as to evaluate and consilieettiement opportunities.

CenturyLink and QCII are involved in several legedceedings to which we are not a party that,sbheed against them, could have a
material adverse effect on their business and filmdicondition. As a wholly owned subsidiary of @ayLink and QCII, our business and
financial condition could be similarly affected. iYaan find descriptions of these legal proceedingdenturyLink's quarterly and annual
reports filed with the SEC. Because we are notrgypa any of the matters, we have not accruedliatmlities for these matters.

Capital Leases

We lease certain facilities and equipment undeiouarcapital lease arrangements. Depreciationsgtasinder capital leases is included
in depreciation and amortization expense in ousobdated statements of operations. Payments dtatlases are included in repayments of
long-term debt, including current maturities in @ensolidated statements of cash flows.
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The tables below summarize our capital lease agtivi

Successor Predecessor
Year Year Nine Months Three Months
Ended Ended Ended Ended
December 31, December 31, December 31, March 31,
2013 2012 2011 2011
(Dollars in millions)
Assets acquired through capital leases $ — — 2 16
Depreciation expense 42 50 41 11
Cash payments towards capital leases 40 41 35 11
Successor
December 31, December 31,
2013 2012
(Dollars in millions)
Assets included in property, plant and equipment $ 16¢€ 18¢
Accumulated depreciation 10¢ 85
The future annual minimum payments under capitdearrangements as of December 31, 2013 werdagdo
Future
Minimum
Payments
(Dollars in
millions)
Capital lease obligations:
2014 $ 33
2015 23
2016 2
2017 1
2018 1
2019 and thereafter 5
Total minimum payments 65
Less: amount representing interest and executats co (20
Present value of minimum payments 55
Less: current portion (31
Long-term portion $ 24

Operating Leases

We lease various equipment, office facilities, itetatlets, switching facilities and other netwaikes. These leases, with few exceptions
provide for renewal options and escalations thate@her fixed or based on the consumer price inday rent abatements, along with rent
escalations, are included in the computation of egpense calculated on a straitjhe basis over the lease term. The lease terrmést lease
includes the initial non-cancelable term plus amytunder renewal options that are reasonably @dsEor the successor years ended
December 31, 2013 and 2012 and the successor mnthsnended December 31, 2011, our gross rentehsgpvas $83 million , $93 million ,
and $125 million , respectively. Also, gross remtgbense was $58 million for the predecessor tmerths ended March 31, 2011. We also
received sublease rental income for the same Eedb#i4 million , $8 million , $10 million , and $4illion , respectively.
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At December 31, 2013, our future minimum paymemider operating leases were as follows:

Future
Minimum
Payments
(Dollars in
millions)
Operating leases:
2014 $ 59
2015 51
2016 46
2017 41
2018 34
2019 and thereafter 61
Total future minimum payments $ 292

@ Minimum payments have not been reduced by minimuintesise rentals of $32 million due in the futurdemnoneancelable subleas

Purchase Obligation:

We have several commitments primarily for marketstjvities and support services from a varietyarfdors to be used in the ordinary
course of business totaling $284 million as of Delser 31, 2013 . Of this amount, we expect to pwel#L00 million in 2014 , $134 millian
2015 through 2016 , $46 million in 2017 through 8@hd $4 million in 2019 and thereafter. These amt®do not represent our entire
anticipated purchases in the future, but represelytthose items for which we are contractually aaitted.

(17) Other Financial Information
Other Current Assets

Other current assets reflected in our consolidatdnce sheets consisted of the following:

Other Current Assets
December 31, December 31,

2013 2012
(Dollars in millions)
Prepaid expenses $ 47 64
Other 79 50
Total other current assets $ 12¢ 114

Selected Current Liabilitie:

Current liabilities reflected in our consolidatealdnce sheets include accounts payable as follows:

December 31, December 31,
2013 2012

(Dollars in millions)
Accounts payable $ 44( 45€

Included in accounts payable at December 31, 2632812 were $11 million and $27 million , respeely, associated with capital
expenditures.
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(18) Labor Union Contracts

Approximately 12,000 or 53% of our employees areniners of various bargaining units represented byabmmunications Workers of
America ("CWA") or the International BrotherhoodBiectrical Workers ("IBEW") and are subject toleotive bargaining agreements that
expired October 6, 2012. Since the expirationshasxe been negotiating the terms of new agreemRetsently, we reached conditional
agreements with CWA District 7 and IBEW Local 208 & four -year collective bargaining agreementecimg approximately 12,000 of our
employees. After rejecting the initial agreemetiie, CWA and IBEW members approved the second agnetsmand they became effective on
October 25, 2013. The new agreements will expir®otober 7, 2017.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Management's Report on Internal Control over Finangal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such term is defined
in Exchange Act Rule 1385(f). Under the supervision and with the partitipaof our management, including our Chief ExegaiDfficer anc
Chief Financial Officer, we evaluated the desigd aperation of our disclosure controls and proceslas defined in Rules 13a-15(e) and 15¢
15(e) of the Securities Exchange Act of 1934, er"texchange Act") as of December 31, 2013 basdati@framework innternal Control—
Integrated Framework (199issued by the Committee of Sponsoring Organizatifrike Treadway Commission. Our management cordud
that our internal control over financial reportings effective as of December 31, 2013 .

There were no changes in our internal control dwancial reporting that occurred in the fourth geaof 2013 that materially affected,
or are reasonably likely to materially affect, iternal control over financial reporting.

The effectiveness of our or any system of disclesantrols and procedures is subject to certaiitdimans, including the exercise of
judgment in designing, implementing and evaluativgcontrols and procedures, the assumptions nsderitifying 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 natureyrpor any system of disclosure controls and prapesican provide only reasonable assurance
regarding management's control objectives.

ITEM 9B. OTHER INFORMATION

None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE
We have omitted this information pursuant to Gehierstruction |.
ITEM 11. EXECUTIVE COMPENSATION
We have omitted this information pursuant to Gehierstruction |.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

We have omitted this information pursuant to Gehierstruction |.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE
We have omitted this information pursuant to Gehierstruction |.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Pre-Approval Policies and Procedures

The Audit Committee of CenturyLink's Board of Ditexs is responsible for the appointment, compeosatnd oversight of the work of
our independent registered public accounting fldmder the Audit Committee's charter, the Audit Catter pre-approves all audit and
permissible non-audit services provided by our pesh@ent registered public accounting firm. The apakmay be given as part of the Audit
Committee's approval of the scope of the engagenfemir independent registered public accounting foir on an individual basis. The pre-
approval of non-audit services may be delegatesh&or more of the Audit Committee's members, beittkecision must be reported to the full
Audit Committee. Our independent registered puddicounting firm may not be retained to performriba-audit services specified in
Section 10A(g) of the Exchange Act.

Fees Paid to the Independent Registered Public Aaaeting Firm

QCll first engaged KPMG LLP to be our independegistered public accounting firm in May 2002. Tiygegate fees billed or
allocated to us for the years ended December 313 aAd 2012 for professional accounting servigedyuding KPMG's audit of our annual
consolidated financial statements, are set forthértable below.

Year Year
Ended Ended
December 31, December 31,
2013 2012
(Dollars in thousands)
Audit fees $ 2,70( 2,97(
Audit-related fees 32 88
Total fees $ 2,732 3,05¢

KPMG did not provide to us any professional sersifo tax compliance, tax advice or tax plannin@@®i3 or 2012 .
For purposes of the preceding table, the profeatiees are classified as follows:

Audit fees-These are fees billed for the year shtwiprofessional services performed for the aafithe consolidated financial
statements included in our Form 10-K filing fortlyaar, the review of condensed consolidated firzstatements included in our Form 10-Q
filings made during that year, comfort letters, semts and assistance with and review of documaetk\fith the SEC. Audit fees for each yeatr
shown include amounts that have been billed thrdhghdate of this filing and any additional amouhtst are expected to be billed thereafter.
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Audit-related fees-These are fees billed for asmeand related services that were performed igehe shown and that are traditionally
performed by our independent registered public aetog firm. More specifically, these services umé regulatory filings. Audit-related fees
for each year shown include amounts that have bidled through the date of this filing.

The Audit Committee of CenturyLink, Inc. approvedsidvance all of the services performed by KPMGdesd above.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Exhibits identified in parentheses below are omWiith the SEC and are incorporated herein by eefa. All other exhibits are provided
as part of this electronic submissioh.

Exhibit
Number Description
3.1 Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Exhibit 3(ajfiest Corporation's Annual Report on
Form 10-K for the year ended December 31, 1992 (RFd. 001-03040) filed with the Securities and Ege Commission on March 25,
1998).

3.2 Articles of Amendment to the Articles of Incorpaaat of Qwest Corporation (incorporated by referetwcExhibit 3.1 of Qwest Corporation's
Quarterly Report on Form 10-Q for the period endiatke 30, 2000 (File No. 001-03040) filed with tlee&ities and Exchange Commission
on August 11, 2000).

3.2 Amended and Restated Bylaws of Qwest Corporatiwo(porated by reference to Exhibit 3.3 of QwestpBmation's Annual Report on
Form 10-K for the year ended December 31, 2002 (Fd. 001-03040) filed with the Securities and Exae Commission on January 13,
2004).

4.1 Indenture, dated as of April 15, 1990, by and betw&he Mountain States Telephone and Telegraph @wynfeurrently named Qwest
Corporation) and The First National Bank of Chicgigoorporated by reference to Exhibit 4.2 of Qw@etporation's Annual Report on
Form 10-K for the year ended December 31, 2002 (RFd. 001-03040) filed with the Securities and Ee Commission on January 13,
2004).

a. First Supplemental Indenture, dated as of Aprilld®1, by and between U S WEST Communications,(fnecrently named Qwest
Corporation) and The First National Bank of Chicgigoorporated by reference to Exhibit 4.3 of Qw@etporation's Annual Report on
Form 10-K for the year ended December 31, 2002 (RFd. 001-03040) filed with the Securities and Ee Commission on January 13,
2004).

4.2 Indenture, dated as of April 15, 1990, by and betwiorthwestern Bell Telephone Company (predeceéssQwest Corporation) and The
First National Bank of Chicago (incorporated byerehce to Exhibit 4.5(b) of CenturyLink, Inc.'s @edy Report on Form 10-Q for the
period ended March 31, 2012 (File No. 001-0778é}ifivith the Securities and Exchange CommissioMay 10, 2012).

a. Indenture, dated as of October 15, 1999, by anddsat U S West Communications, Inc. (currently na@eest Corporation) and Bank
One Trust Company, N.A., as trustee (incorporatereference to Exhibit 4(b) of Qwest Corporatiohtsiual Report on Form 10-K for the
year ended December 31, 1999 (File No. 001-030K@) Wwith the Securities and Exchange CommissioMarch 3, 2000).

a. First Supplemental Indenture, dated as of Augus2@04, by and between Qwest Corporation and UaBkBlational Association
(incorporated by reference to Exhibit 4.22 of Qw@smmunications International Inc.'s Quarterly Répa Form 10-Q for the period ended
September 30, 2004 (File No. 001-15577) filed wlin Securities and Exchange Commission on Nove&iz004).

b. Third Supplemental Indenture, dated as of Jun@Q05, by and between Qwest Corporation and U.Sk Bitional Association
(incorporated by reference to Exhibit 4.2 of Qw@stporation's Current Report on Form 8-K (File R981-03040) filed with the Securities
and Exchange Commission on June 23, 2005).

c. Fourth Supplemental Indenture, dated as of Augu086, by and between Qwest Corporation and UaBkBlational Association
(incorporated by reference to Exhibit 4.1 of Qw@stporation's Current Report on Form 8-K (File R81-03040) filed with the Securities
and Exchange Commission on August 8, 2006).

@ Certain of the items in Sections 4.1 through 4.8t supplemental indentures or other instrumgotgerning debt that has been retired, or (ii)r&ddrustees who
may have been replaced, acquired or affected byesiohanges. In accordance with Item 601(b) (@) (@) of Regulation S-K, copies of certain instnents defining
the rights of holders of certain of our long-terebtiare not filed herewith. Pursuant to this regt&in, we hereby agree to furnish a copy of arhsostrument to the
SEC upon request.
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Exhibit
Number

Description

4.4

12*
18*
23*
31.1*
31.2*
32*

101*

. Fifth Supplemental Indenture, dated as of May 08,72 by and between Qwest Corporation and U.S. Blational Association (incorporated

by reference to Exhibit 4.1 of Qwest Corporatid@isrent Report on Form 8-K (File No. 001-0304Qdilwith the Securities and Exchange
Commission on May 18, 2007).

Sixth Supplemental Indenture, dated as of A®l2009, by and between Qwest Corporation and BA8k National Association

(incorporated by reference to Exhibit 4.1 of Qw@stporation's Current Report on Form 8-K (File R061-03040) filed with the Securities

and Exchange Commission on April 13, 2009).

Seventh Supplemental Indenture, dated as af 8u2011, by and between Qwest Corporation andBASk National Association
(incorporated by reference to Exhibit 4.8 of Qw@stporation's Form 8-A (File No. 001-03040) filediwthe Securities and Exchange
Commission on June 7, 2011).

Eighth Supplemental Indenture, dated as ofedeiper 21, 2011, by and between Qwest Corporatidra®. Bank National Association

' (incorporated by reference to Exhibit 4.9 of Qw@stporation's Form 8-A (File No. 001-03040) filediwthe Securities and Exchange

Commission on September 20, 2011).
Ninth Supplemental Indenture, dated as of Gatdh2011, by and between Qwest Corporation agd Bank National Association

(incorporated by reference to Exhibit 4.1 of Qw@stporation's Current Report on Form 8-K (File R061-03040) filed with the Securities

and Exchange Commission on October 4, 2011).

Tenth Supplemental Indenture, dated as of Ayr2012, by and between Qwest Corporation and BaSk National Association (incorporated
by reference to Qwest Corporation's Form 8-A (Nite 001-03040) filed with the Securities and Exd@@ommission on March 30, 2012).

Eleventh Supplemental Indenture, dated as ¢ A5, 2012, by and between Qwest Corporation aSdBank National Association
(incorporated by reference to Qwest Corporationts8-A (File No. 001-03040) filed with the Secig#t and Exchange Commission on
June 22, 2012).

Revolving Promissory Note, dated as of April 181 20pursuant to which Qwest Corporation may borfimm an affiliate of
CenturyLink, Inc. up to $1.0 billion on a revolvibasis (incorporated by reference to Exhibit 4. 6fafenturyLink, Inc.'s Quarterly Report on
Form 10-Q for the period ended June 30, 2012 (#d€01-07784) filed with the Securities and Exclea@@mmission on August 9, 2012).

Calculation of Ratio of Earnings to Fixed Charges.

Preferability Letter of Independent Registered Rutcounting Firm.

Independent Registered Public Accounting Firm Cohse

Certification of the Chief Executive Officer of GearnyLink, Inc. pursuant to Section 302 of the SagmOxley Act of 2002.
Certification of the Chief Financial Officer of GmyLink, Inc. pursuant to Section 302 of the Sads=Oxley Act of 2002.

Certification of the Chief Executive Officer and i€hFinancial Officer of CenturyLink, Inc. pursuatot Section 906 of the Sarban@siley Act
of 2002.

Financial statements from the Annual Report on Fb@aK of Qwest Corporation for the period ended &aber 31, 2013, formatted in
XBRL: (i) the Consolidated Statements of Operatidiisthe Consolidated Statements of Comprehenisivgeme, (iii) the Consolidated
Balance Sheets, (iv) the Consolidated Statemer@asi Flows, (v) the Consolidated Statements afkBtader's Equity (Deficit) and (vi) the
Notes to the Consolidated Financial Statements.

Exhibit filed herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized on March 7, 2014 .

QWEST CORPORATION
By: /sl David D. Cole
David D. Cole

Executive Vice President-Controller and OperatiSnpport
(Chief Accounting Officer and Duly Authorized Oféic)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#ie indicated.

Signature Title

/sl Glen F. Post, Ili Chief Executive Officer and President (PrincipakEutive
Glen F. Post, llI Officer)

Is/ R. Stewart Ewing, Jr. Director, Executive Vice President and Chief Firian®fficer
R. Stewart Ewing, Jr. (Principal Financial Officer)

/sl Stacey W. Goff
Stacey W. Goff Director
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Income before income tax
expense

Add: estimated fixed
charges

Add: estimated
amortization of
capitalized interest

Less: interest capitalized

Total earnings available fc
fixed charges

Estimate of interest factor
on rentals

Interest expense, includin
amortization of
premiums, discounts ar
debt issuance costs

Interest capitalized

Total fixed charges

Ratio of earnings to fixed
charges

QWEST CORPORATION

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES

(UNAUDITED)

Exhibit 12

Successor Predecessor
Nine Months Three Months
Ended Ended
Years Ended December 31, December 31, March 31, Years Ended December 31,
2013 2012 2011 2011 2010 2009
$ 1,56¢ 1,391 892 49C 1,87¢ 1,921
557 51z 34z 171 68¢ 70E
8 9 7 2 10 11
(17) (18 (5 ) (12 (10
$ 2,11« 1,89¢ 1,23¢ 66C 2,56( 2,621
26 28 38 18 62 63
514 467 29¢ 15C 61E 632
17 18 5 3 12 10
$ 557 51z 34z 171 68¢ 70E
3.6 3.7 3.€ 3.¢ 3.7 3.7




Exhibit 18

March 7, 2014

Qwest Corporation
100 CenturyLink Drive
Monroe, Louisiana 71203

Ladies and Gentlemen:

We have audited the consolidated balance she@sveft Corporation and subsidiaries (the Compangf &ecember 31, 2013 and 2012
(Successor dates), and the related consolidateshrstats of operations, comprehensive income, dasls fand stockholdes’equity (deficit) fo
the years ended December 31, 2013 and 2012, tlesigeym April 1, 2011 to December 31, 2011 (Susceperiods), and the period from
January 1, 2011 to March 31, 2011 (Predecessavd)ednd have reported thereon under date of Mar@@14 . The aforementioned
consolidated financial statements and our audintepereon are included in the Company’s annyabnteon Form 16K for the year ended
December 31, 2013. As stated in Note 1 to thosmfiral statements, the Company changed the détearinual assessment of goodwiill
impairment from September 30 to October 31, angsthat the newly adopted accounting principke [seferable alternative as the new date
of the assessment is more closely aligned wittChimpany’s strategic planning process. In accordariiteyour request, we have reviewed
and discussed with Company officials the circumztarand business judgment and planning upon whéehécision to make this change in
method of accounting was based.

With regard to the aforementioned accounting chaagthoritative criteria have not been establidloe@valuating the preferability of
one acceptable method of accounting over anotleapéable method. However, for purposes of the Coryipa&ompliance with the
requirements of the Securities and Exchange Conamisae are furnishing this letter.

Based on our review and discussion, with reliantenanagement’s business judgment and planningpweuc that the newly adopted
method of accounting is preferable in the Companytsumstances.

Very truly yours,

/sl KPMG LLP



Exhibit 23

Consent of Independent Registered Public Accountingirm

The Board of Directors
Qwest Corporation:

We consent to the incorporation by reference inRbgistration Statement (No. 333-179888-01) on F&3mof Qwest Corporation of ol
report dated March 7, 2014 , with respect to thesobdated balance sheets of Qwest Corporatiorsahsidiaries of December 31, 2013 and
2012 (Successor dates), and the related consalidtagements of operations, comprehensive incoash, ftows, and stockholder’s equity
(deficit) for the years then ended which reportesgpp in the December 31, 2013 and 2012 annualtrepdform 10-K of Qwest Corporation.

Our report refers to the acquisition of all of tbetstanding stock of Qwest Corporatisrindirect parent, Qwest Communicati
International, Inc., by CenturyLink, Inc. effectivril 1, 2011, and states that the consolidatedritial information of Qwest Corporation a
the acquisition is stated on a different cost btisis that for the periods before the acquisitiod, daherefore, is not comparable.

/sl KPMG LLP

Shreveport, Louisiana
March 7, 2014



Exhibit 31.1

CERTIFICATION
Glen F. Post, lll, certify that:

1. | have reviewed this annual report on FornKl6F Qwest Corporatior

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4, The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢e)band internal control over financial reportifag defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registramd &dave:

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanaggilarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princjples

C) evaluated the effectiveness of the registraligdosure controls and procedures and presenttsi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d) disclosed in this report any change in thestegit's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's Board of Directors

a) all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and

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

Date: March 7, 2014 /sl Glen F. Post, IlI

Glen F. Post, Il
Chief Executive Officer and President



Exhibit 31.2
CERTIFICATION

I, R. Stewart Ewing, Jr., certify that:
1. | have reviewed this annual report on FornK16F Qwest Corporatior

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the

period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4, The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢e)band internal control over financial reportifag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b) designed such internal control over finanaggilarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princjples

C) evaluated the effectiveness of the registraliigdosure controls and procedures and presentidsi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d) disclosed in this report any change in thestegit's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's Board of Directors
a) all significant deficiencies and material weaknsdsehe design or operation of internal contraéofinancial reporting whic
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information;
and
b) any fraud, whether or not material, that involveenaggement or other employees who have a significémin the registrant

internal control over financial reporting.

Dated: March 7, 2014 /s/ R. Stewart Ewing, Jr.
R. Stewart Ewing, Jr.

Executive Vice President, Chief
Financial Officer and Assistant
Secretary




Exhibit 32

CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION
Each of the undersigned, acting in his cipas the Chief Executive Officer or Chief Fina®fficer of Qwest Corporation ("Qwest"), ceréf that, to
his knowledge, the Annual Report on Form 10-K fa& year ended December 31, 2013 of Qwest fully desywith the requirements of Section 13(a) of the
Securities Exchange Act of 1934 and that the in&diom contained in the Form 10-K fairly presentsall material respects, the financial conditiod agsults
of operations of Qwest as of the dates and fop#®ds covered by such report.

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

Dated: March 7, 2014 By: /s/ Glen F. Post, Il
Glen F. Post, IlI
Chief Executive Officer and President
Dated: March 7, 2014 By: /sl R. Stewart Ewing, Jr.

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



