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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2007
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission File No. 001-03040
(Exact name of registrant as specified in its chaetr)
Colorado 84-027380C
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1801 California Street, Denver, Colorado 80202
(Address of principal executive offices) (Zip Code)

(303) 992-1400

(Registrant’s telephone number, including area code

N/A

(Former name, former address and former fiscal yearif changed since last report)

THE REGISTRANT, A WHOLLY OWNED SUBSIDIARY OF QWESTOMMUNICATIONS INTERNATIONAL INC., MEETS
THE CONDITIONS SET FORTH IN GENERAL INSTRUCTIONS HY(a) AND (b) OF FORM 1@ AND IS THEREFORE FILING THI¢
FORM WITH REDUCED DISCLOSURE FORMAT.

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wejuired to file such reports), and (2)
has been subject to such filing requirements ferpist 90 days. Ye&] No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act. (Check One):

Large accelerated filer]] Accelerated filef] Non-accelerated fildK]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). YesO No

On July 31, 2007, one share of Qwest Corporationneon stock was outstanding.
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GLOSSARY OF TERMS

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

Access Line. Telephone lines reaching from the customer’s Besto a connection with the public switched tetepe network.
When we refer to our access lines we mean all @ssrmarkets, wholesale and business access hiokgling those used by us
and our affiliates

Asynchronous Transfer Mode (AT. A broadband, network transport service utilizitega switches that provides a fast, efficient
way to move large quantities of informatic

Broadband services (previously referred to as -speed Internet acces$§ervices used to connect to the Internet and grivat
networks. For Qwest, this technology allows ousgrg telephone lines to operate at higher spdetsdial-up access, thereby
giving customers faster connections necessarydesaadata and video conte

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

Data Integration. Voice and data telecommunications customer pesréguipment and associated professional servibese
services include network management, installatimhraaintenance of data equipment and building oppetary fiber-optic
broadband networks for our governmental and busioestomers

Dedicated Internet Access (DI. Internet access ranging from 128 kilobits pepsédo 2.5 gigabits per secor
Frame Relay. A high speed data switching technology primaued to interconnect multiple local networ

Incumbent Local Exchange Carrier (ILE. A traditional telecommunications provider thaippto the Telecommunications Act
of 1996, had the exclusive right and responsibftityproviding local telecommunications servicesténlocal service area. Qwest
Corporation is an ILEC

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

InterLATA lon¢distance service. Telecommunications services, includ“80C" services, that cross LATA boundari

Internet Dial Acces. Provides ISPs and business customers with a erapsive, reliable and cost-effective dial-up nekwo
infrastructure

Internet Protocol (IP.. Those protocols that facilitate transferring mnfiation in packets of data and that enable eackepat a
transmission to “tell” the data switches it encaustwhere it is headed and enables the computeraainend to confirm that
message has been accurately transmitted and rdc

Internet Service Providers (ISF. Businesses that provide Internet access to @tatbmers

IntraLATA lon¢-distance servicesThese services include calls that terminate deataicustomer’s local calling area but within the
customer’s LATA, including wide area telecommuniicas service or “800” services for customers wigtographically highly
concentrated deman

Local Access Transport Area (LAT. A geographical area associated with the provisiaielecommunications services by local
exchange and long distance carriers. There aré AB2s in the United States, of which 27 are in ddrstate local service are
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. Local Calling Area. A geographical area, usually smaller than a LAWAhin which a customer can make telephone caitlsout
incurring lon¢-distance charges. Multiple local calling areas galhemake up a LATA

. Multi-Protocol Label Switching (MPLS)A standards-approved data networking technologmpatible with existing ATM and
frame relay networks that can deliver the qualftgervice required to support real-time voice aittt®, as well as service level
agreements that guarantee bandwidth. MPLS is deglby many telecommunications providers and largerprises for use in
their own national network:

. Private Line. Direct circuit or channel specifically dedicatedthe use of an end-user organization for the gaef directly
connecting two or more site

. Public Switched Telephone Network (PS'. The worldwide voice telephone network that isessible to every person with a
telephone equipped with dial tor

. Unbundled Network Elements (UNE®)iscrete elements of our network that are solased to competitive telecommunications
providers and that may be combined to provide ttedail telecommunications servici

. Virtual Private Network (VPN)A private network that operates securely withjpualic network (such as the Internet) by meau
encrypting transmission

. Voice over Internet Protocol (VolR)YAn application that provides real-time, two-wayice communication similar to our
traditional voice that originates in the Internettpcol over a broadband connection and often teates on the PST!

. Web Hostin¢. The providing of space, power, bandwidth and rgadsaservices in data cente

. Wide Area Network (WAN)A communications network that covers a wide geplic area, such as a state or country. A WAN
typically extends a local area network outsidelthiédding, over telephone common carrier lines tk lio other local area networks
in remote locations, such as branch offices -home workers and telecommute
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Operating revenue
Operating revenu
Operating reveni—affiliates

Total operating revent

Operating expense
Cost of sales (exclusive of depreciation and arnatitn)
Cost of sale—affiliates
Selling, general and administrati
Selling, general and administrat—affiliates
Depreciation and amortizatic

Total operating expens

Other expense (incon—net:
Interest expense on lo-term borrowings and capital lea—net
Othe—net

Total other expense (incon—net

Income before income tax

Income tax expens

Net income

Three Months Ended

Six Months Ended

June 30, June 30,
2007 2006 2007 2006
(Dollars in millions)

$ 2,21C $ 2,221 $4,40¢  $4,46:
291 23¢ 55¢ 47€
2,501 2,46( 4,95¢ 4,93¢
484 52t 95¢ 1,04:
56 49 114 10¢
42% 457 821 88¢€
24¢ 267 47¢ 53¢
521 592 1,04 1,18¢
1,73 1,89( 3,41¢ 3,76¢
14¢€ 15€ 301 30¢
22 (3) 20 (4)
17C 153 321 30E
59¢ 417 1,22 86¢
23z 154 465 321
$ 366 $ 268 $ 75¢ $ 547

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

1
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QWEST CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

ASSETS

Current asset:

Cash and cash equivalel

Shor-term investment

Accounts receivab—net of allowance of $53 as of each d

Accounts receivab—affiliates

Deferred income taxe

Prepaid expenses and otl

Total current asse

Property, plant and equipm—net
Capitalized softwar—net

Prepaid pensic—affiliates

Other

Total asset

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:

Current portion of lon-term borrowings

Accounts payabl

Accounts payab—affiliates

Dividends payab—QSC

Accrued expenses and ott

Accrued expenses and other primarily related toleyee benefi—affiliates

Deferred revenue and advance billi

Total current liabilities
Long-term borrowing—net of unamortized debt discount of $119 and $i&yectively
Deferred revenu
Deferred income taxe
Other
Other primarily related to pc-retirement and other p-employment benefi—affiliates
Total liabilities
Commitments and contingencies (Note
Stockholde’s equity:
Common stoc—one share without par value, owned by C
Accumulated defici

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

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

2

June 30,

2007

December 31

2006

(Dollars in millions)

$ 39z
95

96%

77

17¢

16S

1,86¢

12,45:
39C
954
23C

$ 15,89

$ 1
37E
354
20C
694
17t
44§

2,247
7,867
17€
1,48¢
282
2,527
14,58t

10,37
(9,069
1,30¢
$ 1589

$ 274
42
1,03¢
147
18C
177
1,85¢
12,99¢
41¢
962
23¢

$ 16,47(

$ 71
392
41€
20C
782
17¢€
465

2,50z
7,61(
17z
1,67
22C
2,56z
14,74

10,34¢
(8,616
1,73
$  16,47(
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QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Six Months Ended
June 30,
2007 2006
(Dollars in millions)

Operating activities

Net income $ 75€ $ 547
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic 1,04: 1,18¢
Provision for bad de—net 36 35
Deferred income taxe (10€) (199
Other noi-cash charge—net 18 4

Changes in operating assets and liabilit

Accounts receivabl 34 7
Accounts receivab—affiliates 70 9
Prepaid expenses and other current a: 15 8
Accounts payable and accrued expenses and otlrentiiabilities (117) (10€)
Accounts payable and accrued expenses and otlrentliabilitie—affiliates (79 (56)
Deferred revenue and advance billit (12 (25)
Other nor-current assets and liabilities including affilia (15 20
Cash provided by operating activiti 1,651 1,43¢
Investing activities
Expenditures for property, plant and equipment eaqltalized softwar (45¥¢) (624)
Interest in net purchases of investments manageiSgy (53 —
Proceeds from sale of property and equipn — 27
Other 9 (1)
Cash used for investing activiti (502 (5998
Financing activities
Proceeds from lor-term borrowings 50C —
Repayments of lor-term borrowings, including current maturiti (320 —
Dividends paid to QSt (1,200 (89€)
Other (11) —
Cash used for financing activiti (1,037 (899
Cash and cash equivaler
Increase (decrease) in cash and cash equiv: 11¢€ (58)
Beginning balanc 274 16C
Ending balanc $ 39z $ 10z

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

3



Table of Contents

QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three and Six Months Ended June 30, 2007
(Unaudited)

Unless the context requires otherwise, referencelis report to “QC” refer to Qwest Corporationeferences to “Qwest,” “we,” “us,”
the “Company” and “our” refer to Qwest Corporatioand its consolidated subsidiaries, and referenoe$xClII” refer to our ultimate
parent company, Qwest Communications Internatibmal and its consolidated subsidiarit

Note 1: Basis of Presentation

These condensed consolidated interim financiaéstahts are unaudited and are prepared in accordatficthe instructions for
Form 10-Q. In compliance with those instructiorestain information and footnote disclosures norgnadtiuded in consolidated financial
statements prepared in accordance with accountingiples generally accepted in the United StafeSnoerica (“GAAP”) have been
condensed or omitted.

In the opinion of management, these statementsdechll adjustments necessary to fairly presentondensed consolidated results of
operations, financial position and cash flows agwfe 30, 2007 and for all periods presented. Tb@sdensed consolidated financial
statements should be read in conjunction with tititad consolidated financial statements and thesihereto included in our Annual Rej
on Form 10-K for the year ended December 31, 20086.condensed consolidated results of operatiarithéothree and six months ended
June 30, 2007 and the condensed consolidated stat@fcash flows for the six months ended Jun&€B07 are not necessarily indicative of
the results or cash flows expected for the fullryereof the results we would have incurred had ywerated as a stand-alone entity during the
periods presented.

In February 2007, the Federal Communications Comionisssued an order that freed us from some regylabligations under the
Telecommunications Act of 1996. Among other thirtgs, order gives us more flexibility to integratger ¢ocal operations with QCII's long-
distance operations and gives QCII more flexibildyintegrate the operations of its subsidiaries finovide shared services to us and QCII's
other subsidiaries. In light of this order and éstent with QCII's continuing strategy to streanaliand simplify its corporate structure to gain
operational efficiencies, QCIl may engage in mesgdissolutions and operational consolidationscéifig one or more of its subsidiaries,
including us. We do not expect these changes teradly affect our consolidated financial condit@mesults of operations. However, in
future periods our financial statements may be tsuislly different from the financial statemente Wwave historically presented.

We have reclassified certain prior period balanoesnform to the current period presentation.

Use of Estimates

Our condensed consolidated financial statementpragared in accordance with GAAP. These accoumtiimgiples require us to make
certain estimates, judgments and assumptions. li&ybehat the estimates, judgments and assumptiaae when accounting for items and
matters such as, but not limited to, long-term raois, customer retention patterns, allowance &ordebts, depreciation, amortization, asset
valuations, internal labor capitalization rategoreerability of assets, impairment assessmentslagmeg benefits, taxes, reserves and other
provisions and contingencies are reasonable, lasedormation available at the time they are madese estimates, judgments and
assumptions can affect the reported amounts ofsasged liabilities as of the date of the conderm®tbolidated financial statements, as well
as the reported amounts of revenue and expensieg dlue periods presented. We also assess potkrssas in relation to threatened or
pending legal and tax matters. See Note 5—Commisrend Contingencies.

4
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2007
(Unaudited)

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

Effective January 1, 2007, our policy for accougtiar income taxes changed upon adoption of Firsdaicounting Standards Board
(“FASB") Interpretation No. 48, “Accounting for Uactainty in Income Taxes” (“FIN 48”). See Note 2—ddion of FIN 48 for further
discussion.

Actual results could differ from our estimates.

USF, Gross Receipts Taxes and Other Surcharges

Our revenue and expenses include taxes and sueshdnat we recognize on a gross basis of $54 midlicd $104 million for the three
and six months ended June 30, 2007, respectivaty$@7 million and $134 million for the three arnxi months ended June 30, 2006,
respectively.

Depreciation and Amortizatiol

Property, plant and equipment is shown net of actatad depreciation on our condensed consolidaakahbe sheets. Accumulated
depreciation was $30.973 billion and $30.477 hillas of June 30, 2007 and December 31, 2006, rdsggc

Capitalized software is shown net of accumulatedréimation on our condensed consolidated balaneetshAccumulated amortization
was $856 million and $830 million as of June 3M2@nd December 31, 2006, respectively. Effectaraidry 1, 2007, as a result of an
internal study, we changed our estimates of theaaeeeconomic lives for capitalized software froetmeen four and five years to between
four and seven years. For the three and six marttied June 30, 2007, amortization expense would been higher by $22 million and
$45 million, respectively, had we not changed atingates of the average economic lives.

Recently Adopted Accounting Pronouncemel
Effective January 1, 2007, we adopted FIN 48. Seie [8—Adoption of FIN 48 for additional information

Effective January 1, 2007, we adopted FASB Stateémiefinancial Accounting Standard (“SFAS”) No. 158ccounting for Servicing
of Financial Assets” (“SFAS No. 156”). SFAS No. I'sfjuires us to initially measure all separatebogmized servicing assets and liabilities
at fair value and permits, but does not require sihbsequent measurement of servicing assetsadniliiés at fair value. The adoption of
SFAS No. 156 has not had a material effect on imantial position or results of operations.

Recently Issued Accounting Pronouncemel

In February 2007, the FASB issued SFAS No. 159ir“¥alue Option for Financial Assets and Finantibilities” (*SFAS No. 159).
Under SFAS No. 159, entities may choose to meaauiadr value many financial instruments and certsther items that are not currently
required to be measured at fair value. SFAS No.&l8@ establishes recognition, presentation, asclatiure requirements designed to
facilitate comparisons between entities that chalifferent measurement attributes for similar typassets and liabilities. SFAS

5
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2007
(Unaudited)

No. 159 does not affect any existing accountirgyditure that requires certain assets and lialsilibebe carried at fair value. SFAS No. 15
effective for us beginning January 1, 2008. At tinge, we do not expect the adoption of this stathdia have any impact on our financial
position or results of operations.

In September 2006, the FASB issued SFAS No. 150y Value Measurements,” which is effective forbeginning January 1, 2008
and provides a definition of fair value, establslheramework for measuring fair value, and expatisisdosures about fair value
measurements for future transactions. We do nataxtpe adoption of this standard to have a mafeni@act on our financial position or
results of operations.

Note 2: Adoption of FIN 48

Effective January 1, 2007, we adopted FIN 48. Tdlaity of any tax position is a matter of tax laand generally there is no
controversy about recognizing the benefit of agasition in a company’s financial statements. Tehelaw is, however, subject to varied
interpretations, and whether a tax position wilirahtely be sustained may be uncertain. Prior tmdey 1, 2007, the impact of an uncertain
tax position that did not create a difference betwthe financial statement basis and the tax lofsia asset or liability and that would have
future tax consequences was included in our incax@rovision if it was probable the position woblel sustained upon audit. The benefit of
any uncertain tax position that created a basferéifice in an asset or liability was reflectedum @ax provision if it was more likely than not
that the position would be sustained upon audiorPo the adoption of FIN 48, we recognized int¢expense based on our estimates of the
ultimate outcomes of the uncertain tax positionsdér FIN 48, the impact of an uncertain tax positivat is more likely than not of being
sustained upon audit by the relevant taxing autharist be recognized at the largest amount thabi® likely than not to be sustained. No
portion of an uncertain tax position will be recaggd if the position in the aggregate has less th&6% likelihood of being sustained. Also,
under FIN 48, interest expense is recognized ofuthamount of deferred benefits for uncertain pmsitions.

We are included in the consolidated federal inctemeaeturns and the combined state income taxnetoir QCIIl. QCII treats our
consolidated results as if we were a separate yaxpa@his policy requires us to pay our tax ligbk in cash based upon separate return
taxable income.

On January 1, 2007, we recorded the following F8\rénsition adjustments:

. $67 million increase in our tax liabilities for urrtain tax positions for items previously presentedeferred tax liabilities

. $19 million increase in interest accrued for undartax positions and a corresponding $8 milliorr@ase in deferred tax asset;

. $11 million increase in accumulated defir

As of January 1, 2007, we had a total liabilitysdf3 million for interest. During the three and sionths ended June 30, 2007, we
increased our liability for uncertain tax positidns$3 million and $6 million, respectively, asesult of additional interest accruals. In
accordance with our accounting policy, both betord after adoption of FIN 48, interest expenseperdilties related to income taxes are

included in the other—net line of our condensedsotidated statements of operations. As of Janua?pQ7, we had unrecognized tax
benefits of $132 million.
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2007
(Unaudited)

QCll is included in the coordinated industry casegpam of the Internal Revenue Service (“IRS”) #mekefore the IRS examines all of
QCII's federal income tax returns. As of June 3W)2, all of the federal income tax returns QCII fikesl since 1998 are still subject to
adjustment upon audit. QCII also files combinedimne tax returns in many states, and these combaterhs remain open for adjustments to
its federal income tax returns. In addition, cerombined state income tax returns QCII has flede 1994 are still open for state specific
adjustments.

QCIl has a tentative settlement with the IRS relateaudits for the tax years 1998 through 2001s $httlement is subject to final
calculation of QCII's liability, QCII's acceptanad the calculation and formal approval of the sattbnt by the IRS and the Joint Committee
on Taxation of the U.S. Congress. If the settlenepffected in accordance with our expectations,total unrecognized tax benefits may
decrease by approximately $75 million by Decemtigr2B07.

Note 3: Borrowings
As of June 30, 2007 and December 31, 2006, ountmgs, net of discounts and premiums, consistatiefollowing:

June 30, December 31

2007 2006
. (Dollars in millions)
Current borrowings

Current portion of lon-term notes $ — $ 70

Current portion of capital lease obligatic 1 1
Total current borrowing $ 1 $ 71
Long-term borrowings

Long-term notes $ 7,86( $ 7,60:

Long-term capital lease obligatiol 7 7
Total lon¢-term borrowings $ 7,861 $  7,61C

On May 16, 2007, we issued $500 million aggregaitecfpal amount of notes that bear interest at 6ge¥tyear and are due in 2017.
The notes are unsecured obligations and rank gguaiight of payment with all of our other unseedrand unsubordinated indebtedness.
covenant and default terms are substantially theesas those associated with our other long-term #éb plan to file an exchange offer
registration statement with the Securities and Brgle Commission (“SEC”) for a new issue of subs#iptidentical notes registered under
the Securities Act of 1933, as amended, within &lBndar days of the date of issuance of the aigiates. If we fail to file this registration
statement or fail to satisfy other obligations unithe registration rights agreement relating tortbees, we will be required to pay additional
interest on the notes at a rate of 25 basis ppetyear.

On June 4, 2007, we redeemed $250 million aggremateipal amount of our 8/ ;% Debentures due June 1, 2031. The extinguist
resulted in a loss on early retirement of debti# #illion.

On June 7, 2007, we redeemed $70 million aggregateipal amount of our 6.0% Notes due 2007.
7
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2007
(Unaudited)

Note 4: Contribution to QCIl Segments

Our operations are integrated into and are patte@segments of the QCII consolidated group. We e same chief operating
decision maker (“CODM”") as the consolidated grolipe CODM makes resource allocation decisions aséesasents of financial
performance for the consolidated group based orl’®®ireline services, wireless services and of@®wices segments. Our business
contributes to QCII's wireline services and othemvices segments. QCII's CODM reviews our finangiérmation only in connection with
our quarterly and annual reports that we file wiith SEC. Consequently, we do not provide our diedieancial information to the CODM !
a regular basis.

We generate revenue from the provision of voiceises, data, Internet and video services and cthetices, as well as from the
provision of services to our affiliates.

. Voice servicesVoice services include local voice services,dh&TA long-distance voice services and access sesviLocal
voice services include basic local exchange, switchnd enhanced voice services. Local voice sesvétso include network
transport, billing services and providing accessuplocal network through our wholesale channekéss services include fees
charge to other telecommunications providers tmeontheir customers and their networks to our ngtv

. Data, Internet and video servic. We offer data and Internet services to our maakets, business and wholesale customers. We
also offer broadband services and resold satéllifi¢al television to our mass markets custom

. Affiliate and other service. We provide to our affiliates billing and collemti, marketing and advertising and other support
services. In addition, we provide to our affiliatesal voice, access and data services that wepatsade to external customers.
Other services include the sublease of space inffiae buildings, warehouses and other proper

Revenue derived from external customers for theetland six months ended June 30, 2007 and 200énimarized in the following
table:

Three Months Ended Six Months Ended
June 30, June 30,
2007 2006 2007 2006

(Dollars in millions)
Operating revenue

Voice service: $ 1,48 $ 1,58¢ $2,97:  $3,20¢
Data, Internet and video servic 721 63C 1,422 1,24¢
Other service 5 5 9 10
Total operating revent $ 221C $ 2,221 $4,40¢/  $4,46:

While revenue from affiliates provided approximgt&ll% of our total operating revenue, we do notehawy single customer that
provides more than 10% of our total revenue derfveth external customers. Substantially all of mwenue from external customers comes
from customers located in the United States.

Note 5: Commitments and Contingencies

QCll is involved in several legal proceedings tdakhwe are not a party that, if resolved againstiQgould have a material adverse
effect on our business and financial condition. Wgge included below a discussion of these mattegether with a discussion of those
matters to which we are a party (primarily the
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QWEST CORPORATION

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S—(Continued)
For the Three and Six Months Ended June 30, 2007
(Unaudited)

matter discussed in the last paragraph under thaimg “Remaining Securities ActionsQnly those matters to which we are a party repte
contingencies for which we have recorded, or coetsonably anticipate recording, an accrual if appate to do so.

Throughout this note, when we refer to a clas®ads “putative” it is because a class has beegedl, but not certified in that matter.
Until and unless a class has been certified by thet, it has not been established that the nartaatiffs represent the class of plaintiffs they
purport to represent. Settlement classes havedsréfied in connection with the settlements oftair of the putative class actions described
below where the courts held that the named plé&ntifpresented the settlement class they purptotezhbresent.

Settlement of Consolidated Securities Acti

Twelve putative class actions purportedly broughbehalf of purchasers of QQilpublicly traded securities between May 24, 1984
February 14, 2002 were consolidated into a conatdisecurities action pending in federal distrnirt in Colorado against QCII and vari
other defendants. The first of these actions wed Hn July 27, 2001. Plaintiffs alleged, amongeotiings, that defendants issued false and
misleading financial results and made false statésnbout QCII's business and investments, inclydiaterially false statements in certain
of QCII's registration statements. The most recambplaint in this matter sought unspecified comptary damages and other relief.
However, counsel for plaintiffs indicated that fheative class would seek damages in the tendlmfts of dollars.

In November 2005, QCII, certain other defendarnisl, the putative class representatives enterecaimddiled with the federal district
court in Colorado a Stipulation of Partial Settlerthat, if implemented, will settle the consoligidtsecurities action against QCII and certain
other defendants. No parties admit any wrongdospaat of the settlement. Pursuant to the settlen@®Il has deposited approximately
$400 million in cash into a settlement fund. Okthimount, $200 million was deposited in 2006, &edrémaining $200 million (plus interest)
was deposited in January 2007. In connection waighsettlement, QCII received $10 million from AnttAndersen LLP. As part of the
settlement, the class representatives and thersettit class they represent are also releasing iAthdersen. If the settlement is not
implemented, QCII will be repaid the $400 milliolup interest, less certain expenses, and QClIregly the $10 million to Arthur Anderst

If implemented, the settlement will resolve anatesle the individual claims of the class represeetatind the claims of the settlement
class they represent against QCIlI and all defesdaxdept Joseph Nacchio, our former chief executifieer, and Robert Woodruff, our
former chief financial officer. In September 208t federal district court in Colorado issued aseoapproving the proposed settlement on
behalf of purchasers of QCII's publicly traded s@ges between May 24, 1999 and July 28, 2002. ked¢acchio and Woodruff have
appealed that order to the United States Courtpgfeals for the Tenth Circuit.

As noted below under “Remaining Securities Actibaspumber of persons, including certain large panfunds, were excluded from
the settlement class at their request. Some oé thesls have filed individual suits against QCICIQwill continue to defend against such
claims vigorously.

Remaining Securities Action

The remaining securities actions described bel@sgmt material and significant risks to QCII. Tiaesscope and nature of the
restatements of QCII's consolidated financial statets for 2001 and 2000, which are described in'®@teviously issued consolidated
financial statements for the year ended Decembge2@12, affect the risks presented by these agtamthese matters involve, among other
things, QCII's prior accounting
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practices and related disclosures. In additiomédr allegations described below, plaintiffs inte@r of the remaining securities actions have
alleged QCII's restatement of items in supporth&itt claims. We can give no assurance as to thadtamn our or QCII’s financial results or
financial condition that may ultimately result fraihnese matters.

QCII has reserves recorded in its financial statém#r the minimum estimated amount of loss Q@lldves is probable with respec
the remaining securities actions as well as anjtiadd! actions that may be brought by parties,thatdescribed below under “Remaining
Securities Actions,” have opted out of the settlethad the consolidated securities action. QCII te®rded its estimate of the minimum
liability for these matters because no estimaterobable loss for these matters is a better estithain any other amount. QCII has settled the
claims brought by certain parties that opted outhefconsolidated securities action, and, althdhgte is no certainty that these settlements
are indicative of the terms of future settleme@€]l has taken these settlements into account wle&rmining its estimate of the minimum
liability for these matters. If the recorded reserare insufficient to cover these matters, QClliwded to record additional charges to its
consolidated statement of operations in futuregoisri The amount QCII has reserved for these mastéssestimate of the lowest end of the
possible range of loss. The ultimate outcomes @ga@hmatters are still uncertain and the amourdssf QCIl may ultimately incur could be
substantially more than the reserves it has pravide

QCII continues to defend against the remaining iséesl actions vigorously and is currently unaldetovide any estimate as to the
timing of the resolution of these actions. Settlata®r judgments in several of these actions snbatly in excess of QCII's recorded
reserves could have a significant impact on QQik Tagnitude of such settlements or judgmentstiegdtom these actions could
materially and adversely affect QCII's financiahdition and ability to meet its debt obligationstgntially impacting its credit ratings, its
ability to access capital markets and its compkanith debt covenants. In addition, the magnitudeny such settlements or judgments may
cause QCII to draw down significantly on its casiiances, which might force QCII to obtain additibir@ancing or explore other methods to
generate cash. Such methods could include issudidij@al securities or selling assets. As a whollyned subsidiary of QCII, our business
operations and financial condition would be sintjlaffected.

The terms and conditions of applicable bylaws,ifteastes or articles of incorporation, agreementagplicable law may obligate QCII
to indemnify its former directors, officers and doyges with respect to certain liabilities, and Qitis been advancing legal fees and costs tc
many current and former directors, officers and leyg®es in connection with the securities actiond eertain other matters.

QCll is a defendant in the securities actions desdrbelow. At their request, plaintiffs in thesgians were excluded from the
settlement class of the consolidated securitigsrachs a result, their claims were not releasedhaydistrict court’s order approving the
settlement of the consolidated securities actitresg plaintiffs have variously alleged, among othigrgs, that QCIl and others violated
federal and state securities laws, engaged in frauil conspiracy and negligent misrepresentatamy breached fiduciary duties owed to
investors by issuing false and misleading finanpbrts and statements, falsely inflating revesmu decreasing expenses, creating false
perceptions of revenue and growth prospects aredipioying improper accounting practices. Other n@fats in one or more of these acti
include former directors, officers and employee®@fI, Arthur Andersen LLP, certain investment baiakd others. Plaintiffs variously seek,
among other things, compensatory and punitive desyagstitution, equitable and declaratory reped-judgment interest, costs and
attorneys’ fees.
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Together, the parties to these lawsuits contertdtiiey have incurred losses resulting from thereBiments in QCII's securities in
excess of $840 million; they have also assertedsléor punitive damages and interest, in additmolaims to recover their alleged losses.

Plaintiff(s) Date Filed Court Where Action Is Pending

State of New Jersey (Treasury Department, Division November 27, 200 New Jersey Superior Court, Mercer Cou
Investment,

State Universities Retirement System of Illin January 10, 200 Circuit Court of Cook County, lllinoi

Shriners Hospitals for Children March 22, 2004 Federal District Court in Colorado

October 31, 200

New York State Common Retirement FL April 18, 2006 Federal District Court in Colorac

San Francisco Employees Retirement Sys April 18, 2006 Federal District Court in Colorac

Fire and Police Pension Association of Color April 18, 2006 Federal District Court in Colorac

Commonwealth of Pennsylvania Public School EmpleyeeMay 1, 2006 Federal District Court in Colorado
Retirement Systet

Merrill Lynch Investment Master Basic Value Trustrie,  June 21, 2006 Federal District Court in Colorado
et al.

Denver Employees Retirement P August 7, 200¢ Federal District Court in Colorac

FTWF Franklin Mutual Beacon Fund, et al. October 17, 2006 Superior Court, State of California, County of

Franciscc

QCII has settled the lawsuits of certain otheriparthat were excluded from the settlement claskeotonsolidated securities action.

At their request, other persons (including largespen funds) who have not yet filed suit were agoluded from the settlement class.
As a result, their claims will not be released Iy drder approving the settlement of the consaitiaecurities action even if that order is
affirmed on appeal. QCII expects that some of tltlser persons will file actions against it ifstunable to resolve those matters amicably. In
the aggregate, the persons who have requestedsmrchiiom the settlement class, excluding thogedign the table above and those whose
claims have been settled, contend that they hawened losses resulting from their investments @iI@ securities of approximately $1.15
billion, which does not include any claims for piive damages or interest. Due to the fact that ntdrlge persons who requested exclusion
from the settlement class have not filed lawsitits, difficult to evaluate the claims that they yr@ssert. Regardless, QCII will vigorously
defend against any such claims.

A putative class action purportedly brought on tebfspurchasers of QCI$ stock between June 28, 2000 and June 27, 200@vamet:
of U S WEST, Inc. stock on June 28, 2000 is pendingolorado in the District Court for the CountiyRoulder. We are also a defendant in
this action. This action was filed on June 27, 2@®aintiffs allege, among other things, that Q&id other defendants issued false and
misleading statements and engaged in improper atiogupractices in order to accomplish the U S WESBiest merger, to make QCII
appear successful and to inflate the value of @@&tock. Plaintiffs seek unspecified monetary dasadisgorgement of illegal gains and
other relief.
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KPNQwest Litigation/Investigatior

As previously disclosed, QCII and the other defenslaettled a putative class action filed agatretd others on behalf of certain
purchasers of publicly traded securities of KPNQwisV. (of which QCII was a major shareholder) €Tinost recent complaint alleged that,
among other things, defendants engaged in a frantlatheme and deceptive course of business in ordelate KPNQwest's revenue and
the value of KPNQwest securities. At their requesttain individuals and entities were excludedrfitie settlement class. As a result, their
claims were not released by the court order appgpthie settlement. Some of these individuals atitieshave already filed actions against
QCIl, as described below, and QCII is vigorousljedeling against these claims. QCII expects thigast some of the other persons who
were excluded from the settlement class will alsspe actions against it if it is unable to resdhar claims amicably. In the aggregate,
those who were excluded from the settlement clag®tly contend that they have incurred lossest téast $76 million resulting from their
investments in KPNQwest securities during the seitint class period, which does not include anynddor punitive damages or interest.
The amount of these alleged losses may increadecoease in the future as we learn more aboutdteniial claims of those who opted ou
the settlement class. Due to the fact that sontleesh have not filed lawsuits, it is difficult to @uate the claims that they may assert.
Regardless, QCII will vigorously defend against angh claims.

On October 31, 2002, Richard and Marcia Grandyesté¢es of the R.M. Grand Revocable Living Truated January 25, 1991, filed a
lawsuit in Arizona Superior Court which, as amendaléges, among other things, that the defendaolated state and federal securities |i
and breached their fiduciary duty in connectiorhvifitvestments by plaintiffs in securities of KPNQ@ueQCll is a defendant in this lawsuit
along with Qwest B.V. (one of QCII's subsidiarie3)seph Nacchio and John McMaster, the former éresand Chief Executive Officer of
KPNQwest. Plaintiffs claim to have lost approxima®10 million in their investments in KPNQwest. & uperior court granted defendants’
motion for partial summary judgment with respecatsubstantial portion of plaintiffs’ claims anetremainder of plaintiffs’ claims were
dismissed without prejudice. Plaintiffs appealesl shmmary judgment order to the Arizona Court opégds, which affirmed in part and
reversed in part the superior court’s decision.aféeseeking review by the Arizona Supreme Coutthaif portion of the Court of Appeals’
decision that reversed the superior court’s degisio

On June 25, 2004, the trustees in the Dutch batdyypoceeding for KPNQwest filed a lawsuit in fleeleral district court for the
District of New Jersey alleging violations of thadReteer Influenced and Corrupt Organizations &atl breach of fiduciary duty and
mismanagement under Dutch law. QCIl is a defenitatftis lawsuit along with Joseph Nacchio, Robe\®odruff and John McMaster.
Plaintiffs allege, among other things, that defenslaactions were a cause of the bankruptcy of KRS and they seek damages for the
bankruptcy deficit of KPNQwest of approximately $illion. Plaintiffs also seek treble damages a#l as an award of plaintiffs’ attorneys’
fees and costs. On October 17, 2006, the courdsan order granting defendants’ motion to disriedawsuit, concluding that the dispute
should not be adjudicated in the United Statesntffitls have appealed this decision to the Unitéat&s Court of Appeals for the Third
Circuit.

On June 17, 2005, Appaloosa Investment Limitedreeship I, Palomino Fund Ltd., and Appaloosa Manaay# L.P. filed a lawsuit in
the federal district court for the Southern Digtg€New York against QCII, Joseph Nacchio, JohrivMster and Koninklijke KPN N.V., or
KPN. The amended complaint alleges that defendaoisted federal securities laws in connection Wit purchase by plaintiffs of certain
KPNQwest debt securities. Plaintiffs seek compemgatamages, as well as an award of plaintiff$irattys’ fees and costs.
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On September 13, 2006, Cargill Financial Markeks,a@d Citibank, N.A. filed a lawsuit in the DigttiCourt of Amsterdam, The
Netherlands, against QCII, KPN Telecom B.V., KPdbsebh Nacchio, John McMaster, and other former eyagls or supervisory boa
members of QCII, KPNQwest, or KPN. The lawsuit gdle that defendants misrepresented KPNQwest'sdiakand business condition in
connection with the origination of a credit fagilind wrongfully allowed KPNQwest to borrow fundsder that facility. Plaintiffs allege
damages of approximately €219 million (or approxeha$295 million based on the exchange rate ore 3 2007).

On August 23, 2005, the Dutch Shareholders AssoaigVereniging van Effectenbezitters, or VEB) €ila petition for inquiry with the
Enterprise Chamber of the Amsterdam Court of Appdatated in The Netherlands, with regard to KPN&WVEB sought an inquiry into
the policies and course of business at KPNQwesttteaalleged to have caused the bankruptcy of KR&EDin May 2002, and an
investigation into alleged mismanagement of KPNQwgdts executive management, supervisory boanthibegs, joint venture entities
(QCIl and KPN), and KPNQwest's outside auditors andountants. On December 28, 2006, the EnterBhisenber ordered an inquiry into
the management and conduct of affairs of KPNQwasthfe period January 1 through May 23, 2002. @@t others have appealed that o
to The Netherlands Supreme Court.

Purporting to speak for an unspecified number afaholders, VEB also sought exclusion from thdesm#nt class in the settlements of
the KPNQwest putative securities class action desdrabove. The information that VEB provided ipgart of its request for exclusion did
not indicate the losses claimed to have been sgstdiy VEB or the unspecified shareholders that \pEBports to represent, and thus those
claims are not included in the approximately $78iom of losses claimed by those who requesteduskah from the settlement class, as
described above. In view of these and other defaiés in VEBS request for exclusion, VEB was not excluded fthensettlement class. Q(
can provide no assurance, however, that its segtiemill be enforced against VEB or the sharehddigpurports to represent if VEB or such
shareholders were to bring claims against QCllhe Netherlands.

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

Other Matters

Several putative class actions relating to theallaton of fiber optic cable in certain rights-afay were filed against QCII on behalf of
landowners on various dates and in various conr@alifornia, Colorado, Georgia, lllinois, Indiaréansas, Massachusetts, Mississippi,
Missouri, Oregon, South Carolina, Tennessee andd dsor the most part, the complaints challengd’'®@ght to install its fiber optic cable
in railroad rights-of-way. Complaints in Coloradllinois and Texas, also challenge QCIlI’s rightitistall fiber optic cable in utility and
pipeline rights-of-way. The complaints allege ttrat railroads, utilities and pipeline companies dharight-of-way as an easement that did
not include the right to permit QCII to install fiser optic cable in the right-of-way without tp&intiffs’ consent. Most actions (California,
Colorado, Georgia, Kansas, Mississippi, Missourgd@dn, South Carolina, Tennessee and Texas) pugpbet brought on behalf of statgde
classes in the named plaintiffs’ respective statbs. Massachusetts action purports to be on behathtewide classes in all states (other t
Indiana, Louisiana and Tennessee) in which QClIfites optic cable in railroad rights-of-way, anld@on behalf of two classes of
landowners whose properties adjoin railroad rigiftesay originally derived from federal land granBeveral actions purport to be brought on
behalf of multi-state classes. The lllinois statart action purports to be on behalf of landownerdlinois, lowa, Kentucky, Michigan,
Minnesota, Nebraska, Ohio and Wisconsin. The liifederal court action purports to be
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on behalf of landowners in Arkansas, Californiayrkda, lllinois, Indiana, Missouri, Nevada, New Mex, Montana and Oregon. The Indiana
action purports to be on behalf of a national cté#dandowners adjacent to railroad rights-of-wagiowhich QCII's network passes. The
complaints seek damages on theories of trespassrgunst enrichment, as well as punitive damages.

On September 1, 2006, Ronald A. Katz Technologghsing, L.P. (“Katz") filed a lawsuit in Federaldbiict Court in Delaware against
QCII (including a number of its subsidiaries). Thesuit alleges infringement by QCII of 24 patefitke lawsuit also names as defendants a
number of other entities that are unrelated to QK4kz is also involved in numerous other caseimaganrelated entities. These cases have
been consolidated before the United States Dishaetrt for the Central District of California fooardinated pretrial proceedings. Although
the complaint against QCII is vague, it generallgges infringement based on QCII's use of intavactoice response systems to automate
processing of customer calls to it. Katz seeks ecifipd damages, trebling of damages based oneallegjlful infringement, attorney’s fees
and injunctive relief. QCII will vigorously deferajainst this action.

A putative class action purportedly filed on belddltertain of QCII's retirees was brought agai@€tll and certain other defendants in
Federal District Court in Colorado in connectionhv@ClI’s decision to reduce life insurance bersefiitr these retirees to a flat $10,000
benefit. The action was filed on March 30, 2007e Phaintiffs allege, among other things, that Q&1tl other defendants were obligated to
continue their life insurance benefits at the Isvrlplace before QCII decided to reduce themnkits seek restoration of life insurance
benefits to previous levels and certain equitablieft QCII believes that its reduction of life imeince benefits was permissible under
applicable law and plan documents and will vigolpuaefend against this action.

QCII has tax related matters pending against itageof which are before the Appeals Office of tR&. In addition, tax sharing
agreements have been executed between QCII anidyseaffiliates, and QCII believes the liabilitigsany, arising from adjustments to
previously filed returns would be borne by thelaffed group member determined to have a deficiemgler the terms and conditions of such
agreements and applicable tax law. Generally, @&slnot provided for liabilities of former affiled members or for claims they have
asserted or may assert against QCII. QCII beligvess adequately provided for these tax-relatetfera If the recorded reserves for these
tax-related matters are insufficient, QCII may n&ececord additional amounts in future periods.

Note 6: Dividends

During the three and six months ended June 30,,20@declared dividends of $600 million and $1I8dsi, respectively, to our parent,
Qwest Services Corporation (“QSC”). On July 31, 200e paid a dividend of $200 million.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Unless the context requires otherwise, referencelis report to “QC” refer to Qwest Corporationeferences to “Qwest,” “we,
the “Company” and “our” refer to Qwest Corporatioand its consolidated subsidiaries, and referenoe$xClII” refer to our ultimate
parent company, Qwest Communications Internatibmal and its consolidated subsidiarit

us,

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

Business Overview and Presentation

We provide voice, data and video services withinlocal service area, which consists of the 14estafjion of Arizona, Colorado,
Idaho, lowa, Minnesota, Montana, Nebraska, New k@xNorth Dakota, Oregon, South Dakota, Utah, Wagthin and Wyoming. Through
joint marketing relationships with our affiliatage are able to bundle our services with additieeavices offered by our affiliate

Our operations are included in the consolidatedatfmns of our ultimate parent, QCII, and generaltgount for the majority of QCII's
consolidated revenue. In addition to our operati@GIlI maintains a wireless business and a natifiinat optic network. Through its fiber
optic network, QCII provides the following wirelinroducts and services that we do not provide:

. InterLATA long-distance service!

. Dedicated Internet acce

. Virtual private network

. Web hosting

. Data integration

. VolP;

. MPLS-based services sold as iQ Networkihgand

. Cable-based videc

For certain products and services we provide and f@riety of internal communications functiong use parts of QCII's network to

transport voice and data traffic. Through its nat@CIll also provides nationally and globally sodaa and Internet access services,
including private line, ATM and frame relay, thaeaimilar to services we provide within our losatvice area.

Our analysis presented below is organized to peothe information we believe will be useful for @nstanding the relevant trends
going forward. However, this discussion shoulddesdrin conjunction with our condensed consolidfitexhcial statements and the notes
thereto in Item 1 of Part | of this report.

Our operations are integrated into and are patte@segments of the QCII consolidated group. We e same chief operating
decision maker, or CODM, as the consolidated grdinge. CODM makes resource allocation decisions asdssments of financial
performance for the consolidated group based or’@@ireline services, wireless services and othefices segments. For more informat
about QCII's reporting segments, see QCII's AnriR@port on Form 10-K for the year ended DecembePBQ6. Our business contributes to
QCII's wireline services and other services segmdibwever, the QCII CODM reviews our
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financial information only in connection with ounarterly and annual reports that we file with tlee@ities and Exchange Commission, or
SEC. Consequently, we do not provide our disciietntial information to the CODM on a regular baSise further discussion in Note 4—
Contribution to QCIl Segments to our condensed alidteted financial statements in Item 1 of Part this report.

We have reclassified certain prior period revemx@ense and access line amounts to conform tautinent period presentation.

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

Data, Internet and video growtRevenue from data, Internet and video servicesatly represents 29% of our total revenue and
continues to grow. At the same time, our customerginue to shift away from traditional data, Imeetr and video products to m
advanced technologies. Our results reflect ouricoat focus on these more-advanced, high-growttymts including broadband
services, private line and video. The revenue as®e from these high-growth products have outpdeelihes in revenue from
traditional data, Internet and video services iditig ATM and frame relay

We continue to focus our efforts on improving peaion of broadband services, and broadband suiessrcontinue to grow as
customers migrate from dial-up connections to higipeed connections. We reached 2.3 million subsigias of June 30, 2007
compared to 1.8 million as of the same date in 2006 expect growth in broadband subscribers toicoat even though we
expect to face continuing competition for thesessubers. In addition, we believe the ability totinually increase connection
speeds is competitively important. As such, we ioogt to invest in increasing our available conrattpeeds in order to meet
customer demand.

Access line losse. Our revenue has been, and we expect it will comtito be, adversely affected by access line lofsa®ased
competition, including product substitution, conts to be the primary reason for our access lisgek For example, consumers
are substituting cable, wireless and VolP for tiadal telecommunications services, which has iased the number and type of
competitors within our industry and has decreasedmarket share. In addition, consolidation intilecommunications industry
continues to impact our revenue. Product bundkisgiescribed below, has been one of our respamseséss line losse

Product bundlin¢. We believe customers value the convenience and gdiscounts associated with receiving multipleviees
from a single provider. Accordingly, QCIl and weoprote product bundles through joint marketing aghekatising efforts with ot
affiliates. Product bundles represent combinatmfifgroducts and services offered by us or ouriaféik for our mass markets
customers. These products and services includédochaong-distance (marketed as “digital voic&padband, video and
wireless. As a result of these offerings, our safdsundled products have increased. While bunidleotints have resulted in low
average revenue for our individual products, wéelvel product bundles positively impact customezmgon and revenue per
customer

Operational efficienciesWe continue to evaluate our operating structackfacus. In some cases, this involves adjusting ou
workforce and our relationships with our affiliaiasesponse to changes in the telecommunicatiwhsstry, regulatory changes
and productivity improvements. Through targetedruesuring plans in prior years, focused improvetaén operational
efficiency, process improvements through automadioth normal employee attrition, we have reducediarkforce and
employer-related costs while achieving operational gc

While these trends are important to understandimbesvaluating our financial results, the other $emtions, events and trends discussed
in “Risk Factors” in Item 1A of Part Il of this rept may also materially impact our business openatiand financial results.
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Results of Operations

Overview

We generate revenue from the provision of voiceises, data, Internet and video services and ctbeices, as well as from the
provision of services to our affiliates.

. Voice servicesVoice services include local voice services,dh&TA long-distance voice services and access sesviLocal
voice services include basic local exchange, switchnd enhanced voice services. Local voice sesvédtso include network
transport, billing services and providing accessuplocal network through our wholesale channekéess services include fees
charged to other telecommunications providers tmeat their customers and their networks to ouvaek.

. Data, Internet and video servic. Data, Internet and video services representasie$t growing source of revenue. We offer data
and Internet services to our mass markets, busarebs/holesale customers. We also offer broadbandces and resold satellite
digital television to our mass markets custom

. Affiliate and other service. We provide to our affiliates billing and collemti, marketing and advertising and other support
services. In addition, we provide to our affiliatesal voice, access and data services that wepatsdde to external customers.
Other services include the sublease of space inffiage buildings, warehouses and other proper

Depending on the products or services purchasedstamer may pay an up-front or monthly fee, a esdmrge or a combination of
these.

The following table summarizes our results of opiere for the three and six months ended June @W7 2nd 2006 and the number of
employees as of June 30, 2007 and 2006:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2007 2006 (Decrease Change 2007 2006 (Decrease Change
(Dollars in millions)
Operating revenu $2,501 $2,46C $ 41 2% $495¢ $493 $ 21 — %
Operating expenst 1,73 1,89( (157) (8)% 3,41¢ 3,76¢ (350 (9)%
Other expen<—net 17C 158 17 11% 321 30E 16 5%
Income before income tax 59¢ 417 181 43% 1,22¢ 86¢ 35t 41%
Income tax expens 232 154 78 51% 465 321 144 45%
Net income $ 36€ $ 26Z $ 102 3%9% $ 75¢ $ 547 $ 211 3%9%
Employees (as of June 2 25,34t 27,29 (1,949 (7%

Operating Revenue
The following table compares our operating revefouéhe three and six months ended June 30, 2002606:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2007 2006 (Decrease Change 2007 2006 (Decrease Change

(Dollars in millions)
Operating Revenut

Voice service: $1,482 $1,58 $ (102 6)%  $2,97¢ $3,206 $ (237 (7%
Data, Internet and video servic 721 63C 91 14% 1,422 1,24¢ 17¢€ 14%
Affiliate and other service 29¢ 244 52 21% 564 48¢€ 78 16%
Total operating revent $2,501 $2,46( $ 41 2% $4,95¢ $493¢ $ 21 — %

17



Table of Contents

Voice Services

Local voice services revenue decreased primariéytdaccess line losses as a result of the convegpitessures described in “Business
Trends” above. Mass markets and business locaé\sstvices revenue were impacted by these convesgpitessures as customers
disconnected primary and additional lines. Additiltyy lower Universal Service Fund, or USF, revenaased combined mass markets and
business local voice services revenue to declingl2ymillion and $30 million for the three and sionths ended June 30, 2007, respectively,
compared to the same periods of 2006. The deche&$8F revenue (and corresponding decrease in li&fges) was primarily due to the
elimination of the USF assessment on certain prisdandate 2006. Wholesale local services revermntitued to be affected by a declining
demand for UNEs.

Access services revenue increased for the thre¢hmended June 30, 2007 compared to the same meErd®6 primarily due to net
favorable settlements of customer billing dispupestially offset by decreased volumes. Accessiseswevenue decreased for the six months
ended June 30, 2007 compared to the same peri@D6éfprimarily due to an 8% decline in volumes and lesser extent, a decline in rates,
partially offset by net favorable settlements. Tleeline in access services volumes was due tolemeda long-distance usage, as well as
mass markets and business access line losses.

The following table summarizes our access linesustomer channel as of June 30, 2007 and 2006:

As of June 30,

Increase/ %
2007 2006 (Decrease Change
(in thousands)
Mass market 9,07( 9,73¢ (669) (7%
Business 2,817 2,92( (1093 (4)%
Wholesale 1,38t 1,62¢ (239) (15)%
Total access line 13,27: 14,28 (1,017 (7%

Data, Internet and Video Services

The increase in data, Internet and video servieesnue in our mass markets channel was primargytdan increase in broadband
subscribers of approximately 33% as of June 307 2@npared to June 30, 2006 and, to a lesser extergases in satellite video
subscribers. The growth in broadband services tevessulted from continued increased penetrati@ust®mers migrated from dial-up
connections and from customers upgrading to higheed plans. The increase in data and Interndtesmevenue in our wholesale channel
was primarily due to growth in private line volumes

Affiliate and Other Services

The increase in affiliate and other services reeemas primarily due to growth in private line arider services we provide to support
our affiliates’ data, Internet and video business®s, to a lesser extent, price increases for thexséces. We expect affiliate revenue to
increase in 2007 as we provide to our affiliateseas to customers within our 14-state region t@srgheir growth in data, Internet and
video services.
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Operating Expenses
The following table provides further detail regaugliour operating expenses for the three and siximsa@nded June 30, 2007 and 2006:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2007 2006 (Decrease Change 2007 2006 (Decrease Change

(Dollars in millions)
Cost of sales

Network expense $ 47 $ 471 $ — — % $ 806 $ 8 % (8) (9)%
Employetrelated cost 314 33¢ (25) (7% 643 68E (42 (6)%
Other noi-employee related cos 12: 13¢ (16) (12)% 23t 27C (35) (13)%
Affiliate costs 56 49 7 14% 114 10¢ 5 5%
Total cost of sale 54( 574 (34 (6)% 1,072 1,152 (80) (7%
Selling, general and administrati\
Property and other tax 85 83 2 2% 165 161 4 2%
Bad debt 19 15 4 27% 36 35 1 3%
Restructuring, realignment and
severanci 3 1 2 200% 1 5 4 (80)%
Employet-related cost 12t 151 (26) @n% 25¢ 29C (32) (12)%
Other noi-employee related cos 191 207 (16) (8)% 36C 39t (35) (9)%
Affiliate costs 24¢ 267 (18) ()% 47¢ 53¢ (60) (12)%
Total selling, general and administrat 672 724 (52 (M% 1,30(C 1,42¢ (125) (9)%
Depreciation and amortizatic 521 592 (72) (12)% 1,04: 1,18¢ (14E) 12)%
Total operating expens $1,73:  $1,89C $ (159 8%  $3,41t  $3,76t $ (350 (9)%

nm—Percentages greater than 200% and comparistmedrepositive and negative values or to/from zedaes are considered not meaningful.

Cost of Sales (exclusive of depreciation and amazttion)

Cost of sales includes costs incurred in the poégproviding products and services to our custsniehis includes employee-related
costs (such as salaries, wages and benefits gittibutable to providing products or servicemtwork expenses and other non-employee
related costs (such as real estate, USF chardetgroaination fees, materials and supplies, catérd engineering services and computer
system support), which are incurred by us or onbatmalf by our affiliates.

Cost of sales as a percentage of revenue decreaggél from 23% for each of the three and six merthded June 30, 2007 compared
to the same periods of 2006.

Employee-related costs decreased due to emplogeetiens and lower employee benefit costs prima#iya result of benefit plan
changes effective in 2007 and net reduced costeiassd with the recognition of actuarial lossesrfrprior years. These decreases were
partially offset by additional maintenance work.

Other non-employee related costs decreased printhré to lower USF charges largely related to tmeieation of the USF assessment
on certain products and lower access costs.
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Selling, General and Administrative Expenses

Selling, general and administrative, or SG&A, exgeninclude employee-related costs (such as sglaréges and benefits not directly
attributable to products or services and sales dseioms), restructuring, realignment and severanae debt, property and other taxes and
other non-employee related costs (such as redkestarketing and advertising, professional serfées, computer systems support and
litigation related charges), which are incurredusyor on our behalf by our affiliates.

SG&A expenses as a percentage of revenue decreng@e from 29% for the three months ended Jun@@07 compared to the same
period of 2006. SG&A expenses decreased to 26% #@¥h for the six months ended June 30, 2007 cordfarthe same period of 2006.

Employee-related costs decreased due to emplogeetiens and lower employee benefit costs prima#iya result of benefit plan
changes in 2007 and net reduced costs associatetheirecognition of actuarial losses from prieass.

Other non-employee related costs decreased printard to lower marketing and advertising costsa®d5 million charge in the
second quarter of 2006 for a regulatory matter.

SG&A affiliate costs include services for corporatiministration, information technology, sales, keting and advertising and
technical support. These affiliate costs decreasi@darily due to employee-related cost reductiaexreased affiliate spending on marketing
and advertising and lower sales costs.

Pension and Post-Retirement Benefits

QCII allocated to us combined benefits expensesah#flion and $12 million for the three and six ntle® ended June 30, 2007,
respectively, compared to $40 million and $80 rmillfor the three and six months ended June 30,,286pectively. The expense decreased
primarily as a result of benefit plan changes agtdr@duced costs associated with the recogniti@cifarial losses from prior years. Effective
January 1, 2007, changes to our benefit plans dappelevels of contributions for certain post#@tient healthcare benefits and reduced the
postretirement benefit under the life insurance plahiclv decreased our liability substantially. Actahgains or losses reflect the differen
between our actuarial assumptions and what actaatyrred. The amortization of actuarial lossesHt period was reduced primarily due
higher discount rates and higher than expectedgkbtturns on pension assets.

Depreciation and Amortization

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

Amortization expense decreased due to the changeériestimate of average economic lives in Jang86y7 and lower capital spending
on software related assets since 2001. Amortizatigpense would have been $22 million and $45 milligher for the three and six months
ended June 30, 2007, respectively, had we not ethogr estimates of the average economic livestiebreflect the expected future use of
the software.
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Other Consolidated Results
The following table provides detail regarding otegpense (income)—net and income tax expense:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2007 2006 (Decrease  Change 2007 2006 (Decrease  Change

(Dollars in millions)
Other expense (incon—net:
Interest expense on long-term borrowings and dapita

lease—net $ 14¢ $ 15¢ $ (8) 5)% $ 301 $30¢ $ (8) 3)%
Loss on early retirement of d—net 18 — 18 nm 18 — 18 nm
Othe—net 4 (©)] 7 nm 2 4 6 nm

Total other expense (incon—net $ 17C $ 15 $ 17 11% $ 321 $ 305 $ 1€ 5%
Income tax expens $232 $154 $ 78 51% $ 46t $ 321 $ 144 45%

nm—Percentages greater than 200% and comparistmedrepositive and negative values or to/from zedaes are considered not meaningful.

The effective income tax rate is the provisionifmome taxes as a percentage of income before im¢axes. The effective income tax
rate was 39% and 37% for the three months endezl 32007 and 2006, respectively, and 38% andf8v¥e six months ended June 30,
2007 and 2006, respectively. The increase for petiods was primarily due to a one-time tax reductn 2006 for non-taxable income
associated with the federal subsidy under the MediPrescription Drug, Improvement and Modernirafiat of 2003.

Liquidity and Capital Resources

We are a wholly owned subsidiary of Qwest Servicegoration, or QSC, which is wholly owned by Q@k such, factors relating to,
or affecting, QCII's liquidity and capital resousceould have material impacts on us, including glearin the market's perception of us and
impacts on our credit ratings and on our accessjital markets. QCII and its consolidated subsigiishad total borrowings of $14.5 billion
at June 30, 2007 and $14.9 billion at DecembeRBQ6.

QCII has cash management arrangements betweemasgries subsidiaries that include lines of crediter-company obligations,
capital contributions and dividends. As part ofstheash management arrangements, affiliates prémaeof credit to certain other affiliates.
Amounts outstanding under these lines of creditiatat-company obligations vary from time to tinredaare classified as short-term
borrowings.

Near-Term View

We had $392 million in cash and cash equivalents$% million of short-term investments availabiane 30, 2007. For the six
months ended June 30, 2007, our cash was providegddrating activities. During 2007, we expect $e our available excess cash primarily
to pay dividends to QSC and to make additional stment in our network. We expect our 2007 capitpeaditures to approximate our 2006
level. For the six months ended June 30, 2007,aetackd dividends of $1.2 billion to QSC.

Our working capital deficit, or the amount by whighr current liabilities exceed our current assets $382 million and $647 million
as of June 30, 2007 and December 31, 2006, resplgctDur working capital deficit decreased $26%ion primarily due to earnings before
depreciation and amortization and proceeds fronisgueance of long-term debt, partially offset bpita expenditures, dividends declared to
QSC and early retirement of debt.
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Our working capital deficit is primarily caused Biwidends that we pay to QSC. The timing of cagynpents for declared dividends to
QSC is at our discretion in consultation with Q8@ continue to produce significant cash from opegeactivities, and we believe that our
cash on hand together with our short-term investsand our cash flows from operations should bicserfit to meet our cash needs through
the next 12 months. However, if we or QCII becomlgject to significant judgments, settlements antidrmpayments, as further discussed in
Note =—Commitments and Contingencies to our condensesiotiolated financial statements in Iltem 1 of Panft this report, we or QCII
could be required to make significant payments tinay cause us to draw down significantly on ouhdzsances. The magnitude of any
settlements or judgments resulting from these astamuld materially and adversely affect QClI'safiigial condition and ability to meet its
debt obligations, potentially impacting its creditings, its ability to access capital markets @sdompliance with debt covenants. As a
wholly owned subsidiary of QCII, our business ofierss and financial condition could be similarlyeafted.

To the extent that QCII's EBITDA (earnings befonéeirest, taxes, depreciation and amortization #isetkin QCII’'s debt covenants) is
reduced by cash judgments, settlements and/ora@xents, its debt to consolidated EBITDA ratiosemekrtain debt agreements will be
adversely affected. This could reduce QCII's liqyidnd flexibility due to potential restrictions@rawing on its line of credit and potential
restrictions on incurring additional debt undertaigr provisions of its debt agreements. As a whollyned subsidiary of QCII, our business
operations and financial condition could be sinlaffected, potentially impacting our credit rajghand access to capital markets.

QCII has $850 million available to it under a rexng credit facility (referred to as the Credit Hyg), which is currently undrawn and
which expires in October 2010. The Credit Facitibontains various limitations, including a restiction using any proceeds from the facility
to pay settlements or judgments relating to theiseées actions discussed in Note 5—Commitments@nuaitingencies to our condensed
consolidated financial statements in Iltem 1 of Paftthis report. The Credit Facility is guararded®y QSC and is secured by a senior lien on
our stock.

On October 4, 2006, QCII's Board of Directors apaba stock repurchase program for up to $2 biib@CII’'s common stock over
two years. It is QCII's intention to fully achieteis plan over this period, while reviewing, onegular basis, opportunities to enhance
shareholder returns. For the three and six monttled June 30, 2007, QCII repurchased 31 million&hdillion shares, respectively, of its
common stock under this program at a weighted geepaice per share of $9.35 and $8.70, respectivelyf June 30, 2007, QCII had
repurchased a total of $905 million of common stonker this program; thus $1.095 billion remainedilable for stock repurchases.

Long-Term View

We have historically operated with a working caiteficit due to our practice of declaring and payregular cash dividends and it is
likely that we will operate with a working capit@éficit in the future. As discussed below, we cond to generate substantial cash from
operations. We believe that cash provided by omersit combined with our current cash position amctioued access to capital markets to
refinance our current portion of debt, should alles\to meet our cash requirements for the foresedatoire.

We may periodically need to obtain financing inartb meet our debt obligations as they come duemé&y also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotieeaale of assets) if revenue and cash
provided by operations decline, if economic comaisi weaken, if competitive pressures increasewe ibr QCIl become subject to signific
judgments, settlements and/or tax payments asefiudiscussed in Note—Commitments and Contingencies to our condensesatidated
financial statements in Item 1 of Part | of thipag. In the event of an adverse outcome in omaare of these matters, we or QCII could be
required to make significant payments that may eaussto draw down significantly on our cash baland@&e magnitude of any settlements or
judgments resulting from the
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actions could materially and adversely affect Q€tinancial condition and ability to meet its debtigations, potentially impacting its credit
ratings, its ability to access capital markets gmdompliance with debt covenants. As a wholly edisubsidiary of QCII, our business
operations and financial condition could be sinlaffected, potentially impacting our credit raighand access to capital markets.

The Credit Facility makes available to QCII $850liom of additional credit subject to certain réstions as described below and is
currently undrawn. This facility has a cross paytdsafault provision, and this facility and certaither debt issues of QCII and its other
subsidiaries also have cross acceleration prowasifhen present, such provisions could have a vindgact on liquidity than might
otherwise arise from a default or acceleration sihgle debt instrument. These provisions genepatbyide that a cross default under these
debt instruments could occur if:

. QCIlI fails to pay any indebtedness when due inggregate principal amount greater than $100 mill
. any indebtedness is accelerated in an aggregategal amount greater than $100 million;

. judicial proceedings are commenced to foreclosamnof QCI’s assets that secure indebtedness in an aggnagatgal amount
greater than $100 milliol

Upon such a cross default, the creditors of a rist@mount of QCII's debt may elect to declare thatefault has occurred under their
debt instruments and to accelerate the principaiuamts due such creditors. Cross acceleration pomdsare similar to cross default
provisions, but permit a default in a second destrument to be declared only if in addition toediadilt occurring under the first debt
instrument, the indebtedness due under the filsttidstrument is actually accelerated. As a whoWsned subsidiary of QCII, in the event of
such a cross-default or cross-acceleration, ounbss operations and financial condition could tiected, potentially impacting our credit
ratings and access to the capital markets. Iniaddithe Credit Facility contains various limitai® including a restriction on using any
proceeds from the facility to pay settlements digiments relating to the securities actions disaissdlote 5—Commitments and
Contingencies to our condensed consolidated fiahstitements in Item 1 of Part | of this report.

Historical View
The following table summarizes cash flow activitiesthe six months ended June 30, 2007 and 2006:

Six Months Ended June 30,

Increase/ %
2007 2006 (Decrease Change
(Dollars in millions)
Cash flows:
Provided by operating activitit $1,651 $1,43¢ $ 21t 15%
Used for investing activitie 50z 59¢ (96) (16)%
Used for financing activitie 1,031 89¢ 13t 15%

Operating Activities
Cash provided by operating activities increasedharily due to lower cost of sales and SG&A expenses

Investing Activities

Cash used for investing activities decreased piiyndine to lower capital expenditures resultingifra change in the timing of spending
initiatives. However, as discussed above undeh#aeling “Near-Term View,” we expect our 2007 cdmtgenditures to approximate our
2006 level.
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Financing Activities
During the second quarter of 2007, we took theofeilhg measures to improve our capital structure:

. On May 16, 2007, we issued $500 million aggregaitecipal amount of notes that bear interest at 6gg¥year and are due in
2017. The net proceeds of approximately $493 milfrom the issuance have been or will be usedéoegal corporate purposes,
including repayment of indebtedness and fundingrafidancing investments in our telecommunicatiassets

. On June 4, 2007, we redeemed $250 million aggrgmateipal amount of our 8 7/8% Debentures due Jyrg931; anc
. On June 7, 2007, we redeemed $70 million aggregateipal amount of our 6.0% Notes due 20

Dividend payments to QSC were $304 million higr@rthe six months ended June 30, 2007 compardtetsame period in 2006.

Letters of Credit
As of June 30, 2007, we had outstanding lettersadit of approximately $57 million.

Credit Ratings
The table below summarizes our long-term debt gatas of June 30, 2007:

June 30,
2007
Moody's Bal
S&P BBB-
Fitch BBB-

On June 7, 2007, S&P raised its rating from BBBRBB-, reflecting the only change in the creditmgs above since December 31,
2006.

Debt ratings by the various rating agencies refach agency’s opinion of the ability of the issuerrepay debt obligations as they
come due. In general, lower ratings result in higie@rowing costs and/or impaired ability to bortowsecurity rating is not a
recommendation to buy, sell, or hold securities imwag be subject to revision or withdrawal at anyetiby the assigning rating organization.

Risk Managemen

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

Approximately $750 million of floating-rate debt saxposed to changes in interest rates as of JyrgHB87 and December 31, 2006.
This exposure is linked to LIBOR. A hypotheticatiease of 100 basis points in LIBOR would not hlaad a material effect on pre-tax
interest expense for the six months ended Jun2C&YY,.

As of June 30, 2007, our cash and investments neahnlayy QSC included $296 million of highly liquidstnuments and $95 million of
auction rate securities. As interest rates chasmill the interest income derived from theserimstents. Assuming that these investment
balances were to remain constant, a hypotheticakdse of 100 basis points in interest rates wooldhave a material effect on our earnings.
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Off-Balance Sheet Arrangements

There were no substantial changes to our off-balaheet arrangements or contractual commitmenkgisix months ended June 30,
2007, when compared to the disclosures providediimrAnnual Report on Form 10-K for the year ended@nber 31, 2006 (our “2006 Form
10-K").

Critical Accounting Policies and Estimates

In our 2006 Form 10-K, we identified certain padisiand estimates as critical to our business apesand the understanding of our
past or present results of operations. These psland estimates are considered critical becaegehttd a material impact, or they have the
potential to have a material impact, on our finahstatements and because they require signifjadgtments, assumptions or estimates. Our
preparation of financial statements requires unae estimates and assumptions that affect thetegpamount of assets and liabilities,
disclosure of contingent assets and liabilitiehatdate of our financial statements, and the tedamounts of revenue and expenses during
the reporting period.

In adopting Financial Accounting Standards Boatdroretation No. 48, “Accounting for Uncertaintylimcome Taxes” (“FIN 48"),
effective January 1, 2007, we changed our methggdiar estimating our potential liability for incamax positions for which we are
uncertain regardless of whether taxing authorititischallenge our interpretation of the income taws. Previously, we recorded a liability
computed at the statutory income tax rate if weimheined that (i) we did not believe that we are erldeely than not to prevail on an
uncertainty related to the timing of recognitiom & item, or (ii) we did not believe that it isopable that we will prevail and the uncertainty
is not related to the timing of recognition. Howewender FIN 48 we do not recognize any benefdunfinancial statements for any uncert
income tax position if we believe the positionlie taggregate has less than a 50% likelihood oflmistained. If we believe that there is
greater than 50% likelihood that the position Wil sustained, we recognize a benefit in our firdrstatements equal to the largest amount
that we believe is more likely than not to be sinstd upon audit.

The tax law is subject to varied interpretatioms] we have taken positions related to certain msatthere the law is subject to
interpretation and where substantial amounts afrimetax benefits have been recorded in our finastaéements. As new interpretations of
the relevant tax laws are promulgated and as weisisour interpretations with taxing authorities, way in the future change our
assessments of the likelihood of sustainabilitgfahe amounts that may or may not be sustained apdit. And as our assessments change,
the impact to our financial statements could beemigt \We believe that the estimates, judgmentsamsdmptions made when accounting for
these matters are reasonable, based on infornatalable at the time they are made. However, thanebe no assurance that actual results
will not differ from those estimates.

Special Note Regarding Forward-Looking Statements

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

. statements concerning the benefits that we expdlatesult from our business activities and certa@ansactions we have
completed, such as increased revenue, decreasedsegrand avoided expenses and expenditure

. statements of our expectations, beliefs, futurepbnd strategies, anticipated developments ara othtters that are not histori
facts.

These statements may be made expressly in thisyaadwr may be incorporated by reference to otbeuchents we have filed or will
file with the SEC. You can find many of these staats by looking for words such as “may,” “woultigbuld,” “should,” “plan,” “believes,”
“expects,” “anticipates,” “estimates,” or similaxpressions used in this document or in documentsjporated by reference in this document.
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These forward-looking statements are subject toamans assumptions, risks and uncertainties thataaaye our actual results to be
materially different from any future results exped or implied by us in those statements. Someesfet risks are described in “Risk Factors”
in Item 1A of Part Il of this report. These riskcfars should be considered in connection with aritem or oral forward-looking statements
that we or persons acting on our behalf may isSisen these uncertainties, we caution investordmanduly rely on our forward-looking
statements. We do not undertake any obligatioey@w or confirm analysts’ expectations or estimateto release publicly any revisions to
any forward-looking statements to reflect eventsisrumstances after the date of this documemn oeftect the occurrence of unanticipated
events. Further, the information about our intemgicontained in this document is a statement ofrdantions as of the date of this document
and is based upon, among other things, the existigiglatory environment, industry conditions, mar@nditions and prices, the economy in
general and our assumptions as of such date. Wechage our intentions, at any time and withouicepbased upon any changes in such
factors, in our assumptions or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The information under the caption “Risk ManagementManagemens Discussion and Analysis of Financial Conditiod &esults o
Operations” in Item 2 of Part | of this reportigorporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

The effectiveness of our or any system of disclesantrols and procedures is subject to certaiitdirons, including the exercise of
judgment in designing, implementing and evaluatheycontrols and procedures, the assumptions nsdéritifying the likelihood of futur
events and the inability to eliminate misconduanptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureyr@r any system of disclosure controls and proeesioan provide only reasonable assurance
regarding management’s control objectives.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer,
we evaluated the design and operation of our disiceocontrols and procedures (as defined in Rilaslb(e) and 15d-15(e) of the Securities
Exchange Act of 1934, or the “Exchange Act”) adwfie 30, 2007. On the basis of this review, ouragament, including our Chief
Executive Officer and Chief Financial Officer, cdubed that our disclosure controls and proceduresiasigned, and are effective, to give
reasonable assurance that the information reqtireé disclosed by us in reports that we file urtderExchange Act is recorded, processed,
summarized and reported within the time periodsi§ipd in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted untter Exchange Act is accumulated and communicatedrtonanagement, including our Chief
Executive Officer and Chief Financial Officer, imanner that allows timely decisions regarding megldisclosure.

There were no changes in our internal control dwancial reporting that occurred in the secondrgpraof 2007 that materially affecte
or are reasonably likely to materially affect, aternal control over financial reporting.
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PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 5—Commitments &uwhtingencies to our condensed consolidated finhst@atements in Item 1 of
Part | of this report is incorporated herein byerefice.

Department of Justice Investigation

On July 9, 2002, QCII was informed by the U.S. atty’s Office for the District of Colorado of a igrinal investigation of its business.
QCII believes the U.S. Attorney’s Office has invgated various matters that include transactiotsted to the various adjustments and
restatements described in QCII's Annual Report omF10-K/A for the fiscal year ended December 302, transactions between QCII and
certain of its vendors and certain investmentsi@ngecurities of those vendors by individuals assed with QCII, and certain prior
disclosures made by QCII. QCII believes that th8.Wttorney’s Office’s investigation of it is congté.

ITEM 1A. RISK FACTORS
Risks Affecting Our Business

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

We compete in a rapidly evolving and highly compegi market, and we expect competition to contitaumtensify. We are facing
greater competition in our core local business foaile companies, wireless providers (including @ineur affiliates), facilities-based
providers using their own networks as well as tHeasing parts of our network, and resellers. Witawh, regulatory developments over the
past few years have generally increased compeftiegsures on our business. Due to some of thesether factors, we continue to lose
access lines.

We are consistently evaluating our responses tethempetitive pressures. Our recent responsasim@roduct bundling and
packaging, QCII's and our “digital voiceldvertising campaign and focusing on customer sernHowever, we may not be successful in tl
efforts. We may not have sufficient resources sinijuish our service levels from those of our cetitprs, and we may not be successful in
integrating our product offerings, especially dateliideo services for which we act as a reselien if we are successful, these initiatives
may not be sufficient to offset our continuing la$saccess lines. If these initiatives are unsusfagsr insufficient and our revenue declines
significantly without corresponding cost reductiptis will cause a significant deterioration ta eesults of operations and financial
condition and adversely affect our ability to seevilebt and pay other obligations.

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

The telecommunications industry is experiencingagoing trend towards consolidation, and severaluofcompetitors have
consolidated with other telecommunications prowsd@iis trend results in competitors that are laegel better financed and affords our
competitors increased resources and greater gdagahpeach, thereby enabling those competitocotopete more effectively against us.
have begun to experience and expect further inetepiessures as a result of this trend and inttave been and may continue to be forced to
respond with lower profit margin product offeringsd pricing plans in an effort to retain and attatstomers. These pressures could
adversely affect our operating results and findmmaformance.
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Rapid changes in technology and markets could regusubstantial expenditure of financial and otheesources in excess of contempla
levels, and any inability to respond to those chasgould reduce our market share.

The telecommunications industry is experiencingidicant technological changes, and our abilitgkecute our business plans and
compete depends upon our ability to develop antbgiepew products and services, such as broadbaadadd video services. The
development and deployment of new products andcgeeould also require substantial expenditurfinahcial and other resources in excess
of contemplated levels. If we are not able to depelew products and services to keep pace witltdabical advances, or if those products
and services are not widely accepted by custorarsability to compete could be adversely affe@ad our market share could decline. Any
inability to keep up with changes in technology amarkets could also adversely affect the tradingepof our debt securities and our abilit
service our debt.

Third parties may claim we infringe upon their intiectual property rights and defending against theeslaims could adversely affect our
profit margins and our ability to conduct busines

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 rightd/e may receive similar notices or be involvedimikar lawsuits in the future. Responding to
these claims may require us to expend signifidamd atnd money defending our use of affected tedwyyplmay require us to enter into
royalty or licensing agreements on less favoradaims than we could otherwise obtain or may requsreo pay damages. If we are required to
take one or more of these actions, our profit nmargnay decline. In addition, in responding to thedaéms, we may be required to stop sel
or redesign one or more of our products or seryiglich could significantly and adversely affeat thay we conduct business.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the material matters pendagginst QCIl and us, which include the remainingesurities actions and th
KPNQwest litigation, could have a material adveisgpact on our financial condition and operating redts, on the trading price of ou
debt securities and on our ability to access th@ital markets.

As described in Note 5—Commitments and Contingenttieour condensed consolidated financial statesriaritem 1 of Part | of this
report, the remaining securities actions and thsl®&®Rest litigation present material and significesks to QCII and us. In the aggregate, the
plaintiffs in the remaining securities actions @ne KPNQwest litigation, as well as persons whdhair request, were excluded from the
settlement class in the consolidated securitigsracteek billions of dollars in damages. In additithe outcome of one or more of these
matters could have a negative impact on the outsahthe other actions. Further, the size, scopenature of the restatements of QCII’s
consolidated financial statements for 2001 and 2@®Gch are described in QCII's Annual Report omd.0-K/A for the fiscal year ended
December 31, 2002, affect the risks presented byroathese matters as they involve, among othiagth QCII’s prior accounting practices
and related disclosures. Plaintiffs in certainhef temaining securities actions have alleged Q@ksatement of items in support of their
claims. QCIlI and we continue to defend againstrémeaining securities actions and the KPNQwestitan vigorously and are currently
unable to provide any estimate as to the timintheir resolution.

We can give no assurance as to the impacts on Q&it our financial results or financial condittbat may ultimately result from
these matters. With respect to the remaining seéesidactions and any additional actions that magrbeght by parties who, at their request,
were excluded from the settlement class in thealaeted securities action but who have not yetfisuit, QCII has recorded reserves in its
financial statements for the minimum estimated amhofiloss it believes is probable. However, thtémdte outcomes of those claims are still
uncertain, and the amount of loss QCII ultimatelyuirs could be substantially more than the resetVess provided. If the recorded reserves
are insufficient, QCII will need to record additarcharges
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to its consolidated statement of operations inrRiperiods. In addition, settlements or judgmemtseiveral of these actions substantially in
excess of QCII's recorded reserves could haverdfigignt impact on QCIl and us. The magnitude aftssettlements or judgments resulting
from these matters could materially and adverstcaQCII's financial condition and ability to meis debt obligations, potentially
impacting its credit ratings, its ability to accesgpital markets and its compliance with debt cavgs. In addition, the magnitude of any such
settlements or judgments may cause QCII to drawndgignificantly on its cash balances, which migirté it to obtain additional financing
or explore other methods to generate cash. Sudhogietould include issuing additional securitiesalling assets. As a wholly owned
subsidiary of QCII, our business operations andrfaial condition could be similarly affected.

Further, there are other material proceedings pgragainst QCII and us as described in Note 5—Cdmemits and Contingencies to
our condensed consolidated financial statemenritsm 1 of Part | of this report that, dependingtiogir outcome, may have a material adv
effect on QCII's and our financial position. Thug can give no assurances as to the impacts oS our financial results or financial
condition as a result of these matters.

Civil actions against QCII's former officers and eptoyees could reduce investor confidence in QClidans and cause the trading price of
our debt securities to decline.

As a result of QCII's past accounting issues, itmesonfidence in QCII and us has suffered anddasuffer further. Although QCII has
consummated a settlement with the SEC concerrsrigvestigation of QCII, in March 2005, the SE@diIsuit against QCII's former chief
executive officer, Joseph Nacchio, and other for@€ll officers and employees. Further, in Decent@5, a criminal indictment was filed
against Mr. Nacchio charging him with 42 countsnsider trading.

A trial took place in March and April 2007 in cormien with the criminal insider trading chargesiagaMr. Nacchio. Mr. Nacchio was
convicted on 19 of 42 counts. In July 2007, Mr. dldao was sentenced to six years’ incarceratiordifil9 million and ordered to forfeit $52
million. A trial could also take place in the pengiSEC lawsuit against Mr. Nacchio and others. &wi@ introduced at such trial and in other
matters may result in further scrutiny of us. TRistence of this heightened scrutiny could advgraéfect investor confidence in QCII and us
and cause the trading price of our debt secutitiecline.

We operate in a highly regulated industry and atestefore exposed to restrictions on our manner @fimy business and a variety of clair
relating to such regulation.

Our operations are subject to significant fedezglutation, including the Communications Act of 1984 modified by the
Telecommunications Act of 1996, or the Telecommatiins Act, and the Federal Communications Comuissir FCC, regulations
thereunder. We are also subject to the applicale bnd regulations of various states, includigmiliaion by public utility commissions, or
PUCs, and other state agencies. Federal laws a@d&glilations generally apply to regulated intéestalecommunications (including
international telecommunications that originateéesminate in the United States), while state regmeauthorities generally have jurisdiction
over regulated telecommunications services thaindrastate in nature. The local competition aspe€the Telecommunications Act are
subject to FCC rulemaking, but the state regulatoorities play a significant role in implemegtithose FCC rules. Generally, we must
obtain and maintain certificates of authority froegulatory bodies in most states where we offenledgd services and must obtain prior
regulatory approval of rates, terms and conditfon®ur intrastate services, where required. Owiresses are subject to numerous, and |
quite detailed, requirements under federal, statel@cal laws, rules and regulations. Accordinglg, cannot ensure that we are always in
compliance with all these requirements at any sipglint in time. The agencies responsible for tifereement of these laws, rules and
regulations may initiate inquiries or actions basadheir own perceptions of our conduct, or basedustomer complaints.
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Regulation of the telecommunications industry ianaging rapidly, and the regulatory environmentessgubstantially from state to
state. A number of state legislatures and statedtide adopted reduced or modified forms of reguidor retail services. This is generally
beneficial to us because it reduces regulatorysast regulatory filing and reporting requiremefitsese changes also generally allow more
flexibility for new product introduction and enhanaur ability to respond to competition. At the satime, some of the changes, occurring at
both the state and federal level, may have thengiateeffect of reducing some regulatory protecsioimcluding having FCC-approved tariffs
that include rates, terms and conditions. Thesagdgmmay necessitate the need for customer-spegificacts to address matters previously
covered in our tariffs. Despite these regulatorgraes, a substantial portion of our local voiceises revenue remains subject to FCC and
state PUC pricing regulation, which could exposéousnanticipated price declines. There can bessarance that future regulatory, judicial
or legislative activities will not have a materéaverse effect on our operations, or that regudatothird parties will not raise material issues
with regard to our compliance or noncompliance ajpiplicable regulations.

All of our operations are also subject to a var@tgnvironmental, safety, health and other govermial regulations. We monitor our
compliance with federal, state and local regulaigaverning the discharge and disposal of hazarded€nvironmentally sensitive materii
including the emission of electromagnetic radiatidlthough we believe that we are in compliancehwgitich regulations, any such discharge,
disposal or emission might expose us to claimstioas that could have a material adverse effeaiwrbusiness, financial condition and
operating results.

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, continues to carry siigant debt. As of June 30, 2007, our consolidatelt was approximately $7.9 billic
which was included in QCII's consolidated debt &% billion as of that date. Approximately $2.1ibn of QCII's debt, which includes
approximately $800 million of our debt obligatiomemes due over the next three years. In additiollers of the $1.265 billion of QCII's
3.50% Convertible Senior Notes due 2025 may etecbhvert the principal of their notes into cashirty periods when specified, market-
based conversion requirements are met. However, @@k not anticipate holders will make such act&la because the market price of
these notes is currently above the estimated ceinrevalue. While we currently believe QCIl and wi#l have the financial resources to
meet our obligations when they come due, we caamiitipate what QCII's and our future conditionvbié. We may have unexpected costs
and liabilities and we may have limited accessrtarfcing. In addition, on October 4, 2006, QCII'saBd of Directors approved a stock
repurchase program for up to $2 billion of QClltsramon stock over two years. Cash used by QCII meotion with any purchases of its
common stock would not be available for other pagsy including the repayment of debt.

We may periodically need to obtain financing inertb meet our debt obligations as they come duem&y also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotieearale of assets) if revenue and cash
provided by operations decline, if economic comaisi weaken, if competitive pressures increase QCifi or we become subject to signific
judgments, settlements and/or tax payments asgfudiscussed in Note—Commitments and Contingencies to our condensesatioiated
financial statements in Item 1 of Part | of thipagt and in “Management’s Discussion and Analy$iBinancial Condition and Results of
Operations—Liquidity and Capital Resources” in It2raf Part | of this report. We can give no assaeathat this additional financing will be
available on terms that are acceptable. Also, we lImeampacted by factors relating to or affecting biquidity and capital resources due to
perception in the market, impacts on our credihgst or provisions in our financing agreements thay restrict our flexibility under certain
conditions.
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QCII's $850 million revolving credit facility (refeed to as the Credit Facility), which is currentiydrawn, has a cross payment default
provision, and the Credit Facility and certain ottiebt issues of QCII and its other subsidiariegehaoss acceleration provisions. When
present, these provisions could have a wider impadiguidity than might otherwise arise from aaldf or acceleration of a single debt
instrument. As a subsidiary of QCII, any such evantld adversely affect our ability to conduct Imesis or access the capital markets and
could adversely impact our credit ratings. In additthe Credit Facility contains various limitai& including a restriction on using any
proceeds from the facility to pay settlements digjments relating to the securities actions disaigs&lote 5—Commitments and
Contingencies to our condensed consolidated fimhsthitements in Item 1 of Part | of this report.

The degree to which we, together with QCII, areelaged may have other important limiting conseqgesniocluding the following:
. placing us at a competitive disadvantage as cordpaith our less leveraged competitc
. making us more vulnerable to downturns in generahemic conditions or in any of our busines:

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industihinh we operate; ar
. impairing our ability to obtain additional finangjrin the future for working capital, capital expéodes or general corporate
purposes

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

The industry in which we operate is capital intgasand as such we anticipate that our capitalireepents will continue to be
significant in the coming years. Although we hagduced our capital expenditures and operating esgseover the past few years, we may be
unable to further significantly reduce these costen if revenue in some areas of our businessdsedsing. While we believe that our cun
level of capital expenditures will meet both ourim@nance and our core growth requirements goingdud, this may not be the case if
circumstances underlying our expectations change.

Declines in the value of QCIs qualified pension plan assets, or unfavorableastges in laws or regulations that govern pensiomipl
funding, could require it to provide significant aounts of funding for its qualified pension plar

Our employees participate in a qualified defineddsi pension plan sponsored by QCII. While QCledmot expect to be required to
make material cash contributions to its qualifiefited benefit pension plan in the near term bageh current actuarial analyses and
forecasts, a significant decline in the value ddldied pension plan assets in the future or unfable changes in laws or regulations that
govern pension plan funding could materially chatigetiming and amount of required pension fundieg a result, QCIlI and we may be
required to fund QCII's qualified defined beneférsion plan with cash from operations, perhaps tyggerial amount.

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

We regularly declare and pay dividends to our dipecent, QSC. We may declare and pay dividenéséess of our earnings to the
extent permitted by applicable law, which may caneia significant amount of the cash we generate débt covenants do not limit the
amount of dividends we can pay to our parent.
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Our debt agreements and the debt agreements of Qitlw us and QCII to incur significantly more deptvhich could exacerbate the
other risks described in this report.

The terms of QCII's and our debt instruments peboth QCII and us to incur additional indebtednésklitional debt may be
necessary for many reasons, including to adequegepond to competition, to comply with regulatoeguirements related to our service
obligations or for financial reasons alone. Incratakborrowings or borrowings at maturity on tertinat impose additional financial risks to
our various efforts to improve our financial comfitand results of operations could exacerbat®ther risks described in this report.

Other Risks Relating to Qwest

If conditions or assumptions differ from the judgmeés, assumptions or estimates used in our critiegounting policies, the accuracy
our financial statements and related disclosureautnbbe affected.

The preparation of financial statements and reldisclosures in conformity with accounting prineplgenerally accepted in the United
States, or GAAP, requires management to make judggnassumptions and estimates that affect the atsoeported in our consolidated
financial statements and accompanying notes. Qticatraccounting policies, which are describeadim 2006 Form 10-K and under the
heading “Critical Accounting Policies and Estimatiesitem 2 of Part | of this report, describe teasignificant accounting policies and
methods used in the preparation of our consolidfieghcial statements that are considered “critibakause they require judgments,
assumptions and estimates that materially impactounsolidated financial statements and relateclalisres. As a result, if future events or
assumptions differ significantly from the judgmerassumptions and estimates in our critical acéogmgolicies, these events or assumptions
could have a material impact on our consolidatedrfcial statements and related disclosures.

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

We are included in the consolidated federal inctamaeturn of QCII. As such, we could be severhdlple for tax examinations and
adjustments attributed to other members of the @@illated group. As a significant taxpayer, Q@ Isubject to frequent and regular audits
from the Internal Revenue Service, or IRS, as aelirom state and local tax authorities. Thesetaeduld subject us to risks due to adverse
positions that may be taken by these tax autheriee Note 5—Commitments and Contingencies tcanalensed consolidated financial
statements in Item 1 of Part | of this report feamples of legal proceedings involving some of ¢hedverse positions. In June 2006, QCII
received notices of proposed adjustments on sesigmificant issues for its 2002-2003 audit cyabejuding a proposed adjustment
disallowing a loss recognized by QCII relatinghe sale of its DEX directory publishing businessere is no assurance that QCII and the
IRS will reach settlements on any of these issuéBat, if QCIl does reach settlements, the terrilishe favorable to QCII.

Because prior to 1999 QCIl was a member of aféililagroups filing consolidated U.S. federal incoarereturns, QCII could be
severally liable for tax examinations and adjusttaert directly applicable to current members ef @CIlI affiliated group. Tax sharing
agreements have been executed between QCII anidyseaffiliates, and QCII believes the liabilitigsany, arising from adjustments to
previously filed returns would be borne by theleffed group member determined to have a deficiemder the terms and conditions of such
agreements and applicable tax law. Generally, @&slnot provided for liabilities of former affiled members or for claims they have
asserted or may assert against QCII.

While QCII believes its tax reserves adequatelyigi®for the associated tax contingencies, QC#isaudits and examinations may
result in tax liabilities that differ materiallydm those QCII has recorded in its consolidatednfiied statements. Also, the ultimate outcomes
of all of these matters are uncertain, and QCllgiaa no assurance as to whether an adverse fesulone or more of them will have a
material effect on its financial results or its nperating loss carryforwards, which could in taffect our financial condition and operating
results to the extent the matters affect us.
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If we fail to extend or renegotiate our collectil@mrgaining agreements with our labor unions as theypire from time to time, or if ou
unionized employees were to engage in a striketheowork stoppage, our business and operating fesaould be materially harmed.

We are a party to collective bargaining agreemwitts our labor unions, which represent a significammber of our employees. In
August 2005, we reached agreements with the Coruations Workers of America and the InternationaltBerhood of Electrical Workers
on threeyear labor agreements. Each of these agreementsatifeei by union members and expires on AugusD88. Although we belie
that our relations with our employees are satisfg¢ctno assurance can be given that we will be tb$eiccessfully extend or renegotiate our
collective bargaining agreements as they expina fime to time. The impact of future negotiatioimgluding changes in wages and benefit
levels, could have a material impact on our finahasults. Also, if we fail to extend or renegtgiaur collective bargaining agreements, if
disputes with our unions arise, or if our unionizeatkers engage in a strike or other work stoppagecould incur higher ongoing labor cc
or experience a significant disruption of operagiomhich could have a material adverse effect arbaainess.

As a result of recent regulatory developments dnatbusiness needs, we may merge or combine opmiatwith one or more of QC’s
other subsidiaries, which could adversely affecettrading price of our debt securities and/or oureclit ratings.

In February 2007, the FCC issued an order thatlfosefrom some regulatory obligations under thed@nmunications Act. Among
other things, the order gives us more flexibiliyiitegrate our local operations with QCIlI's lonigtdnce operations and gives QCIl more
flexibility to integrate the operations of its sidiaries that provide shared services to us and’Q6iher subsidiaries. In light of this order
and consistent with QCII's continuing strategy t@amline and simplify its corporate structure &ngoperational efficiencies, QCII may
engage in mergers, dissolutions and operationadtimiations affecting one or more of its subsidiayincluding us. We do not expect these
changes to adversely affect our consolidated filgdcondition or results of operations. Howeveryé are involved in any such changes
and/or if we are unable to successfully integratedffected operations, the trading price of ount decurities and/or credit ratings could be
adversely affected. Additionally, the resulting solidated financial statements could be substaynti#ferent from our historical consolidat
financial statements. Therefore, our historicadficial performance might not be indicative of fetfinancial performance.
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ITEM 6.

EXHIBITS

Exhibits identified in parentheses below are om \fiith the SEC and are incorporated herein by eefsg. All other exhibits are provid
as part of this electronic submission.

Exhibit
Number Description

(3.1) Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Qwest Corporasidsnnual Report on
Form 1(-K for the year ended December 31, 1997, File NG-03040).

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

(3.3) Amended and Restated Bylaws of Qwest Corporatimeo(porated by reference to Qwest Corporation’suahiReport on
Form 1(-K for the year ended December 31, 2002, File NG-03040).

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

(4.2) First Supplemental Indenture, dated as of April11991, by and between U S WEST Communications,dnd.The First
National Bank of Chicago (incorporated by referetac®west Corporatic’s Annual Report on Form 10-K for the year ended
December 31, 2002, File No. (-03040).

(4.3) Indenture, dated as of October 15, 1999, by anddet U S West Communications, Inc. and Bank OnstiCompany, N.A.
(incorporated by reference to Qwest Corporatioms&dal Report on Form 10-K for the year ended Deear8lh, 1999, File
No. 001-03040).

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

(4.5) First Supplemental Indenture, dated as of Augus2004, by and between Qwest Corporation and UaBkBlational
Association (incorporated by reference to Qwest @amications International Inc.’s Quarterly Repartform 10-Q for the
quarter ended September 30, 2004, File No-15577).

(4.6) Second Supplemental Indenture, dated as of Nove®Hex004, by and between Qwest Corporation and Bagk National
Association (incorporated by reference to QwesipGrtion’s Current Report on Form 8-K filed NovemB8, 2004, File
No. 001-03040).

4.7) Third Supplemental Indenture, dated as of JunQG5, by and between Qwest Corporation and U.Sk Biational
Association (incorporated by reference to QwesipOration’s Current Report on Form 8-K filed June 2305, File No. 001-
03040).

(4.8) Fourth Supplemental Indenture, dated August 8, 2B9@&nd between Qwest Corporation and U.S. Bartloh& Association
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed August 8, 2006, File No. 0-03040).

(4.9) Fifth Supplemental Indenture, dated May 16, 20Q7atd between Qwest Corporation and U.S. Bank NatiAssociation
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed May 18, 2007, File No. 0(-03040).

(10.1) Registration Rights Agreement, dated August 8, 2096and among Qwest Corporation and the initiatpasers listed therein

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

Number Description

(10.2) Registration Rights Agreement, dated May 16, 26@Tong Qwest Corporation and the initial purchabsted therein
(incorporated by reference to Qwest Corporé s Current Report on Forn-K filed May 18, 2007, File No. 0(-03040).

12 Calculation of Ratio of Earnings to Fixed Charg

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

31.2 Chief Financial Officer Certification pursuant tecion 302 of the Sarbar-Oxley Act of 2002

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

() Previously filed.

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

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

QWEST CORPORATION

By: /s/ JoHNW. RICHARDSON
John W. Richardson
Executive Vice President and Chief Financial Offic¢Principal
Financial and Accounting Officer and Duly Authorize Officer)

August 1, 2007
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QWEST CORPORATION

Exhibit 12

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES

(UNAUDITED)

Six
'\é?]r(;t:j Years Ended December 31,
June 30
2007 2006 2005 2004 2003 2002
(Dollars in millions)
Income from continuing operations before incomesaxiscontinued
operations and cumulative effect of changes in acting principles $1,22: $1,851 $1,53C $1,74: $1,75¢ $2,43¢
Add: estimated fixed charg 328 66¢ 66¢ 647 643 634
Add: estimated amortization of capitalized inte| 5 10 12 12 13 14
Less: interest capitalize (3) (8) (7) (9) (13) (24)
Total earnings available for fixed charg $1,54¢ $2,522 $2,20¢ $2,39:2 $2,401  $3,05¢
Estimate of interest factor on rent $ 19 $ 45 $ 54 $ 54 $ 57 $ 69
Interest expense, including amortization of prensudiscounts and debt
issuance costs (. 301 61€ 607 584 573 541
Interest capitalize 3 8 7 9 13 24
Total fixed charge $ 32 $ 66 $ 66E $ 647 $ 645 $ 634
Ratio of earnings to fixed charg 4.8 3.8 3.3 3.7 3.7 4.8

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



Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Richard C. Notebaert, certify that:
1. | have reviewed this quarterly report on FormQ@0f Qwest Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,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, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

c¢) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the iggant’s internal control over financial reportiramd

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: August 1, 200

/s/  RICHARD C. N OTEBAERT
Richard C. Notebaert
Chief Executive Officer and President




Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, John W. Richardson, certify that:
1. | have reviewed this quarterly report on FormQ@0f Qwest Corporation;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,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, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

c¢) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the iggant’s internal control over financial reportiramd

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: August 1, 200

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




Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifies, for tinppses of section 1350 of chapter 63 of title flthe United States Code, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2062, in his capacity as an officer of Qwest Qwgtion (“Qwest”), that, to his
knowledge, the Quarterly Report of Qwest on ForrQlfor the quarter ended June 30, 2007, fully caesplvith the requirements of
Section 13(a) of the Securities Exchange Act of4183d that the information contained in such refarly presents, in all material respects,
the financial condition and results of operatiohQwest. This written statement is being furniskethe Securities and Exchange
Commission as an exhibit to such Form 10-Q. A gigméginal of this statement has been providedwe§ and will be retained by Qwest
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

Dated: August 1, 2007 By: /s/  RICHARD C. N OTEBAERT
Richard C. Notebaert
Chief Executive Officer and President

Dated: August 1, 2007 By: /sl JoHNW. RICHARDSON
John W. Richardson
Executive Vice President and Chief Financial Office




