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GLOSSARY OF TERMS

Our industry uses many terms and acronymaisrhay not be familiar to you. To assist you iadiag this document and other documents
we file with the Securities and Exchange Commissiea have provided below definitions of some okth&erms.

. AccessLines.  Telephone lines reaching from the customeesses to a connection with the public switchedpkbne
network. Our access lines include lines used toigeoservices to our external customers, as wdihas used by us and our
affiliates.

. Asynchronous Transfer Mode (ATM). A broadband, network transport service utiligdata switches that provides a fast,

efficient way to move large quantities of infornuati

. Broadband Services (also known as high speed Internet services).  Services used to connect to the Internet thragsting
telephone lines that operate at higher speedsdiadwip access.

. Competitive Local Exchange Carriers (CLECs). Telecommunications providers that compete wilin providing local voice
and other services in our local service area.

. Data Integration.  Telecommunications equipment located on custsmeemises and related professional serviceselhe
services include network management, installatimhrmaintenance of data equipment and building oppetary fiber-optic
broadband networks for governmental and businest®ciers.

. Dedicated Internet Access (DIA). Internet access ranging from 128 kilobits posid to 10 gigabits per second.

. Facility Costs.  Third-party telecommunications expenses werifimuusing other carriers' networks to providevgsss to our
customers.

. Fiber to the Node (FTTN). A type of telecommunications network that coneisi fibe-optic cables (which run from

telecommunication provider's central office torg#e location within a particular neighborhood eographic area) and
traditional copper wires (which run from this locat to individual residences and businesses witignneighborhood or
geographic area). Fiber to the node allows fordgdévery of higher speed broadband services thandvatherwise generally be
available through a more traditional telecommundces network made up of only copper wires.

. FrameRelay. A higl-speed data switching technology used primarilynterconnect multiple local network
. Hosting Services.  The providing of space, power, bandwidth andiagad services in data cente
. Incumbent Local Exchange Carrier (ILEC). A traditional telecommunications provider thaior to the Telecommunications

Act of 1996, had the exclusive right and respotigitfior providing local telecommunications servici its local service area.
Qwest Corporation is an ILEC.

. Integrated Services Digital Network (ISDN). A telecommunications standard that uses digigasmission technology to
support voice, video and data communications agfitins over regular telephone lines.

. Internet Protocol (IP). Those protocols that facilitate transferrinfpimation in packets of data and that enable eacket in
a transmission to "tell" the data switches it emtets where it is headed and enables the compartezach end to confirm that
message has been accurately transmitted and rdceive
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. Managed Services.  Customized, turnkey solutions for integratethdlternet and voice services offered to businesskets
customers. These services include a diverse comitrinaf emerging technology products and servisash as VolP, Ethernet,
MPLS, hosting services and advanced voice servites) as web conferencing and call center solutidiost of these services
can be performed from outside our customers' iateratworks, with an emphasis on integrating antifgeg Internet security
for applications and content.

. Multi-Protocol Label Switching (MPLS). A standards-approved data networking technotbgyis a substitute for existing
ATM and frame relay networks and that can deliberquality of service required to support riéale voice and video, as well
service level agreements that guarantee bandwitith.S is deployed by many telecommunications prowdad large
enterprises for use in their own national networks.

. Private Line.  Direct circuit or channel specifically dedicat® a customer for the purpose of directly coningatwo or more
sites. Private line offers a high-speed, secunatisal for frequent transmission of large amountdath between sites.

. Public Switched Telephone Network (PSTN).  The worldwide voice telephone network thatdsessible to every person with a
telephone equipped with a dial tone.

. Unbundled Network Elements (UNES).  Discrete elements of our network that are soliased to competitiv
telecommunications providers and that may be coetbto provide their retail telecommunications segsi

. Universal Service Funds (USF).  Federal and state funds established to prothetavailability of telecommunications services
to all consumers at reasonable and affordable,ratesng other things. As a telecommunications pieviwe are often required
to contribute to these funds.

. Virtual Private Network (VPN). A private network that operates securely withipublic network (such as the Internet) by
means of encrypting transmissions.

. Voice over Internet Protocol (VolP).  An application that provides real-time, two-wayice communication similar to our
traditional voice services that originates in theetnet protocol over a broadband connection atehdérminates on the PSTN.

. Wide Area Network (WAN). A communications network that covers a widegyaphic area, such as a state or country. AV

typically extends a local area network outsidelthiégding, over telephone common carrier lines ik lio other local area
networks in remote locations, such as branch cffareat-home workers and telecommuters.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

Three Months Endec
Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Dollars in millions)

Operating revenug

Operating revenu $2,035  $2,151 $4,117 $4,32¢

Operating reven—affiliates 42¢ 45¢ 85¢ 90:<
Total operating revent 2,46: 2,607 4,97C 5,231
Operating expense

Cost of sales (exclusive of depreciation and ammatitn’ 37¢ 40z 73€ 84z

Selling 41¢F 45¢ 87t 914

General, administrative and other opera 46¢ 38C 92( 832

Affiliates 31 45 82 90

Depreciation and amortizatic 494 514 987 1,02¢
Total operating expens: 1,78¢ 1,797 3,60z 3,70¢
Operating incom 67E 81C 1,36¢ 1,52t
Other expense (incom—net:

Interest expense on lo-term borrowing—net 162 14¢ 30¢ 29¢

Other—net 22 1) 20 —
Total other expense (incon—net 184 147 32¢ 29¢
Income before income tax 491 665 1,040 1,22¢
Income tax expens 18¢€ 252 39t 46¢€
Net income $ 305 $ 411 $ 645 $ 76C

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

1
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QWEST CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

December 31
June 30,
2009 2008
(Dollars in millions)
ASSETS
Current asset:

Cash and cash equivale $ 90€ $ 232
Accounts receivab—net of allowance of $53 and $52, respecti 832 907
Accounts receivab—affiliates 74 127
Deferred income tax—net 20C 203
Prepaid expenses and otl 234 241
Total current asse 2,24¢ 1,711
Property, plant and equipm—net 11,01 11,44
Capitalized softwar—net 85¢ 844
Prepaid pensic—affiliate 99¢ 1,047
Other 33¢ 40C
Total asset $1545. $ 15,44

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Current portion of lon-term borrowings $ 514 % 19
Accounts payabl 431 43C
Accounts payab—affiliates 104 224
Dividends payab—Qwest Services Corporatic 40C 40C
Accrued expenses and otl 874 891
Current portion of po-retirement and other p-employment benefits and otl—affiliates 177 17¢
Deferred revenue and advance billit 402 40¢
Total current liabilities 2,90z 2,552
Long-term borrowing—net of unamortized debt discount and other of $itd $103, respective 7,832 7,56¢
Pos-retirement and other p-employment benefits and otl—affiliates 2,62t 2,591
Deferred income tax—net 1,19¢ 1,262
Other 692 677
Total liabilities 15,245 14,657

Commitments and contingencies (Note

Stockholder's equity

Common stoc—one share without par value, owned by Qwest Ses\@m@ poratior 11,29% 11,32¢
Accumulated defici (11,099 (10,540
Total stockholder's equit 20t 78€
Total liabilities and stockholder's equ $15,45: $ 15,44

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

2
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QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Six Months Ended
June 30,
2009 2008
(Dollars in millions)

Operating activities

Net income $ 64t $ 76C
Adjustments to reconcile net income to net cashidea by operating activitie
Depreciation and amortizatic 987 1,02¢
Deferred income taxe 23 22¢
Provision for bad de—net 43 39
Other norcash charge—net 11 19
Changes in operating assets and liabilit
Accounts receivabl 35 7
Accounts receivab—affiliates 51 (72
Prepaid expenses and other current a: 14 g
Accounts payable and accrued expenses and othentliabilities (16) (247)
Accounts payable and accrued expenses and othentliabilities—affiliates (129 (117)
Deferred revenue and advance billit (29 ()]
Other nor-current assets and liabilities including affilia 59 (79
Cash provided by operating activiti 1,704 1,682
Investing activities
Expenditures for property, plant and equipment eaqutalized softwar (542) (745)
Changes in interest in investments managed by Bersices Corporatio (©)] (43
Other @) 7
Cash used for investing activiti (552) (781)
Financing activities
Proceeds from lor-term borrowings 73€ —
Repayments of lor-term borrowings, including current maturiti (14 (13
Repayments of lor-term borrowings, including current maturit—affiliates — (22
Dividends paid to Qwest Services Corporal (1,200 (1,000
Equity infusions from Qwest Services Corporal — 231
Other 3 4
Cash used for financing activiti (479 (800)
Cash and cash equivaler
Increase in cash and cash equival 673 101
Beginning balanc 238 292
Ending balanc: $ 90€ $ 39t

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three and Six Months Ended June 30, 2009

(Unaudited)

Unless the context requires otherwise, referencesin this report to "QC" refer to Qwest Corporation, referencesto "Qwest,” "we," "us," the
"Company" and "our" refer to Qwest Corporation and its consolidated subsidiaries, referencesto "QSC" refer to our direct parent company,
Qwest Services Corporation, and its consolidated subsidiaries, and referencesto "QCII" refer to our ultimate parent company, Qwest
Communications International Inc., and its consolidated subsidiaries.

Note 1: Basis of Presentation

The condensed consolidated balance sheétlscember 31, 2008, which was derived from auatifinancial statements, and the
unaudited interim condensed consolidated finarst&tements as of and for the three and six momitisdeJune 30, 2009 have been prepared ir
accordance with the instructions for Form 10-Qcdmpliance with those instructions, certain infotiora and footnote disclosures normally
included in consolidated financial statements pregén accordance with U.S. generally acceptedwattoay principles have been condensed or
omitted. We believe that the disclosures made deguate such that the information presented ismgleading. We have evaluated subsequent
events through July 29, 2009, the date these finhstatements were issued. We have reclassifigdingrior year revenue and expense
amounts presented in our Quarterly Report on Fd+@ Xor the three and six months ended June 3@ g90onform to the current period
presentation and to the presentation of the fudk @908 results of operations included in our AniReport on Form 10-K for the year ended
December 31, 2008.

In the opinion of management, these statésriaclude all normal recurring adjustments nemgst fairly present our condensed
consolidated results of operations, financial posiand cash flows as of June 30, 2009 and fgraalbds presented. These condensed
consolidated financial statements should be readmjunction with the audited consolidated finahstatements and the notes thereto included
in our Annual Report on Form 10-K for the year eh@&cember 31, 2008.

The condensed consolidated results of dipasafor the three and six months ended June @19 2nd the condensed consolidated
statement of cash flows for the six months endee B0, 2009 are not necessarily indicative of #sellts or cash flows expected for the full
year or of the results we would have attained hadperated as a ste-alone entity during the periods presented.

Use of Estimates

Our condensed consolidated financial statemare prepared in accordance with U.S. genarallgpted accounting principles. These
accounting principles require us to make certaiimedes, judgments and assumptions. We believelieagstimates, judgments and
assumptions we made when accounting for items atters such as, but not limited to, investmentsgiterm contracts, customer retention
patterns, allowance for doubtful accounts, deptiEgiaamortization, asset valuations, internal tatepitalization rates, affiliate transactions,
intercompany allocations, recoverability of asgetsluding deferred tax assets), impairment asses@npension, post-retirement and other
post-employment benefits, taxes, reserves and ptoersions and contingencies are reasonable, basé@dormation available at the time they
were made. These estimates, intercompany allocgtodgments and assumptions can affect the rapart®unts of assets, liabilities and
components of equity as of the dates of the coretbosnsolidated balance sheets, as well as thetegpmmounts of revenue, expenses and
components of cash flows during the periods preseint our condensed

4
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)

Note 1: Basis of Presentation (Continued)

consolidated statements of operations and our emedeconsolidated statements of cash flows. Wenadd@ estimates in our assessments of
potential losses in relation to threatened or pampttx and legal matters. See Note 7—Tax MattedsNote 9—Commitments and
Contingencies for additional information.

. For matters not related to income taxes, if a i@s®nsidered probable and the amount can be reboestimated, we recogn
an expense for the estimated loss. If we have dkengial to recover a portion of the estimated Foss a third party, we make a
separate assessment of recoverability and redecestimated loss if recovery is also deemed prebabl

. For matters related to income taxes, the impaanaincertain tax position that is more likely them of being sustained up:
audit by the relevant taxing authority must be ggiped at the largest amount that is more likenthot to be sustained. No
benefit from an uncertain tax position will be rgoed if the position has less than a 50% likedthof being sustained. Also,
interest expense is recognized on the full amotinhoertain tax positions recorded.

For all of these and other matters, aatesiilts could differ from our estimates.
Universal Service Funds (USF), Gross Receipts Taaed Other Surcharges

Our revenue and general, administrativeahdr operating expenses included taxes and sgehaccounted for on a gross basis of
$46 million and $89 million for the three and sixnths ended June 30, 2009, respectively, and $Bibmeand $100 million for the three and
six months ended June 30, 2008, respectively.

Depreciation and Amortizatiot

Property, plant and equipment is showroh@ccumulated depreciation on our condensed ciofaget! balance sheets. Accumulated
depreciation was $32.681 hillion and $32.499 hillas of June 30, 2009 and December 31, 2008, rsggc

Capitalized software is shown net of acclatmal amortization on our condensed consolidatéahba sheets. Accumulated amortization
was $1.521 billion and $1.448 billion as of June W09 and December 31, 2008, respectively.

Effective January 1, 2009, we changed stimates of the average remaining lives of cerntajpper cable and telecommunications
equipment assets. These changes resulted in additlepreciation expense of approximately $9 nilbkmd $18 million for the three and six
months ended June 30, 2009, respectively, comparee three and six months ended June 30, 20@8ydlrresult in additional depreciation
expense of approximately $36 million for the fullar ending December 31, 2009 compared to the yelmdeDecember 31, 2008. The
additional depreciation for these changes, neetdrded taxes, reduced net income by approxim&&iyillion and $11 million for the three
and six months ended June 30, 2009, respectivetiyél reduce net income by approximately $22 ioillfor the full year ending
December 31, 2009.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)
Note 1: Basis of Presentation (Continued)
Recently Adopted Accounting Pronouncemel

Effective January 1, 2009, we adopted RiredrAccounting Standards Board ("FASB") Staff Riosi ("FSP") Financial Accounting
Standard ("FAS") 157-4, "Determining Fair Value Wiitbe Volume and Level of Activity for the Assetldability Have Significantly
Decreased and Identifying Transactions That Are Glaterly” (Accounting Standards Codification ("A9®20-10-65). This FSP provides
guidelines for ensuring that fair value measureman consistent with the principles presentedateent of Financial Accounting Standards
("SFAS") No. 157, "Fair Value Measurements" ("SFR8. 157") (ASC 820-10). The adoption of this FSB hat had a material effect on our
financial position or results of operations.

Effective January 1, 2009, we adopted FAB E15-2 and FAS 124-2, "Recognition and Preseataif Other-Than-Temporary
Impairments” (ASC 320-10-65). This FSP providesithaltel guidance designed to create greater clarity consistency in accounting for and
presenting impairment losses on securities. Thetémloof this FSP has not had a material effecbwnfinancial position or results of
operations.

Note 2: Fair Value of Financial Instruments

Our financial instruments consist of castl eash equivalents, certain of our current andawrent investments (consisting of auction
securities and an investment fund), accounts rabéy accounts payable, interest rate hedges agetdwvm notes including the current portion.
The carrying values of cash and cash equivaleoteumts receivable and accounts payable, intemgstedges, the investment fund, and
auction rate securities approximate their fair ealu

Fair value is defined as the price that Mdne received to sell an asset or paid to traresfeability in an orderly transaction between
market participants at the measurement date. Wealsation techniques that maximize the use of nMadde inputs and minimize the use of
unobservable inputs when determining fair value et we rank the estimated values based on tiabitgy of the inputs used following the
fair value hierarchy set forth by the FASB in SFNS. 157 (ASC 820-1).

6
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)
Note 2: Fair Value of Financial Instruments (Contirued)

The table below presents the fair valueséotain of our current and non-current investraginterest rate hedges and long-term notes
including the current portion, as well as the injewels used to determine these fair values asré 30, 2009 and December 31, 2008:

Fair value as of
Level June 30,200 December 31, 20C
(Dollars in millions)

Assets:

Auction rate securitie 3 $ 48 $ 43

Investment func 3 7 9
Total asset $ 55 $ 52

Liabilities:

Long-term notes, including the currentport 1&2 $ 7,66/ $ 6,18¢

Interest rate hedge 3 7 8
Total liabilities $ 7671 % 6,197

The three levels of the FASB fair valuerhiehy are as follows:

Input Level Description of Input
Level 1 Inputs are based upon unadjusted quoted pricaeddntical instruments traded in active mark
Level 2 Inputs are based upon quoted prices for similaringents in active markets, quoted prices for iahbr similar

instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are
observable in the market or can be corroborateabisgrvable market data for substantially the &iiint of the assets or
liabilities.

Level 3 Inputs are generally unobservable and typicallleotfmanagement's estimates of assumptions thdetaatrticipants
would use in pricing the asset or liability. Thé fealues are therefore determined using modelésehniques that
include option pricing models, discounted cash flaadels, and similar technique

We determined the fair value of our auctiat® securities using a discounted cash flow mttdgltakes into consideration the interest rate
of the securities, the probability that we will dlgle to sell the securities in an auction or thatdecurities will be redeemed early, the
probability that a default will occur and its satgra discount rate and other factors.

We determined the fair value of our investinfund based on the asset values of the secuuitiderlying the fund.

7
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)

Note 2: Fair Value of Financial Instruments (Contirued)

We determined the fair value of our intérase hedges using projected future cash flovsgadinted at the mid-market implied forward
London Interbank Offered Rate ("LIBOR"). We valubé debt underlying the fair value hedges usingepted future cash flows, discountet
mid-market implied forward LIBOR, plus a constaptesad above LIBOR determined at the inception efttedging relationship. We
determined these valuations excluding accruedasteFor additional information on our derivatiugaicial instruments, see Note 5—

Derivative Financial Instruments.

We determined the fair values of our loag# notes including the current portion based astepl market prices where available or, if not
available, based on discounted future cash flowsgusurrent market interest rates. Unlike the itdisted above, our long-term notes including
the current portion are reflected on our condereedolidated balance sheets at original cost nehafmortized discounts and premiums. The
carrying value of our long-term notes including therent portion was $8.306 billion as of June BI)9. For additional information, see

Note 4—Borrowings.

The table below presents a rollforwardhaf instruments valued using Level 3 inputs fordixemonths ended June 30, 2009:

Instruments Valued Using Level 3 Inputs
Auction rate  Investment Interest rate

securities fund hedges
(Dollars in millions)

Balance at January $ 43 3 9 $ (8)
Transfers into (out of) Level — — —
Additions 5 1 —
Dispositions — 4) —
Realized and unrealized loss

Included in other (expense) inco—nel — 1 —
Included in other comprehensive incc — — 1
Balance at June ¢ $ 48  $ 7 $ )

Note 3: Investments

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

As of June 30, 2009 and December 31, 2008investments included auction rate securitieb4& million and $43 million, respectively,
which are classified as non-current, availabledale investments and are included in other ciomment assets at their estimated fair value o
condensed consolidated balance sheets. Auctioseateities are generally long-term debt instrumémat provide liquidity through a Dutch
auction process that resets the applicable intesigsiat pre-determined calendar intervals, gelyezaery 28 days. This mechanism generally
allows existing investors to rollover their holdgngnd continue to own their respective securitidgjaidate their

8
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)

Note 3: Investments (Continued)

holdings by selling their securities at par valBgor to August 2007, QSC invested in these sdearfbr short periods of time as part of its ¢
management program. However, the uncertaintidsarctedit markets have prevented QSC and othestorgefrom liquidating holdings of
these securities in auctions since the third quaft2007. These securities:

. are structured obligations of special purpose teansce entities associated with life insurance comgs and are referred to
"Triple X" securities;

. currently pay interest every 28 days at one-momBCOR plus 200 basis points;

. are rated A;

. are insured against loss of principal and intelbggtvo bond insurers. One bond insurer had a cratlitg of BBB and the otht
bond insurer was not rated at June 30, 2009;

. are collateralized by the issuers; and

. mature between 2033 and 20

We recorded an immaterial amount of unrzealigains and losses, net of deferred income taxethiese auction rate securities for the t
months ended June 30, 2009 and 2008, and forxtraamths ended June 30, 2009 and 2008. The cuweilatirealized losses, net of deferred
income taxes, related to these securities wereii®mand $8 million as of June 30, 2009 and DebenB1, 2008, respectively. These
unrealized losses were recorded in accumulated otieprehensive income, which is included in acdated deficit in our condensed
consolidated balance sheets. The cost basis af feesrities was $62 million as of June 30, 20@D%56 million as of December 31, 2008.
consider the decline in fair value to be a temponapairment because we believe it is more likbigrt not that we will ultimately recover the
entire $62 million cost basis, in part becausestmurities are rated investment grade, the sessidtie fully collateralized and the issuers
continue to make required interest payments. Atespoint in the future, we may determine that thelide in fair value is other than temporary
if, among other factors, the issuers cease maliquired interest payments or if we believe it igenikely than not that we will be required to
sell these securities before their values recaverywould then recognize the portion of the othemtitemporary decline in fair value that is due
to credit loss in other expense (income)—net inammdensed consolidated statements of operati@taBe we are uncertain as to when the
liquidity issues relating to these investments wilprove, we continued to classify these securdgson-current as of June 30, 2009.

9
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)
Note 4: Borrowings

As of June 30, 2009 and December 31, 2008long-term borrowings, net of unamortized disdswand premiums, consisted of the
following:

June 30 December 31

2009 2008
(Dollars in millions)

Current portion of lon-term borrowings

Long-term notes $ 50C $ —
Long-term capital lease and other obligatic 14 19
Total current portion of lor-term borrowings 514 19

Long-term borrowings

Long-term notes 7,80¢ 7,554
Long-term capital lease and other obligatit 26 15
Total lon¢-term borrowing—net 7,832 7,56¢

Total lon¢-term borrowing—net, including current portic $8,34¢  $  7,58¢

We were in compliance with all provisiomslacovenants of our borrowings as of June 30, 2009.
New Issuance

In April 2009, we issued approximately $8tillion of 8.375% Senior Notes due 2016. We aiegithe net proceeds of $738 million for
general corporate purposes, including repaymemdghtedness and funding and refinancing investsnamur telecommunication assets.

Credit Facility

In April 2009, in connection with the addit of a new lender to QCII's revolving credit fitgi(referred to as the Credit Facility), the
amount available to QCII under the Credit Facilitgreased from $850 million to $910 million. In y&@009, in connection with a $35 million
increase in commitment by an existing lender toGhedit Facility, the amount available to QCIl untlee Credit Facility increased from
$910 million to $945 million. The Credit Facilitg currently undrawn and expires in October 2010, Amounts drawn on the Credit Facility
by QCII are guaranteed by QSC and are securedsbyiar lien on our stock.

Note 5: Derivative Financial Instruments

We sometimes use derivative financial instents, specifically interest rate swap contrdotspanage interest rate risks. We execute these
instruments with financial institutions we deemdit@orthy and monitor our exposure to these coyradies. An interest rate hedge is
generally designated as either a cash flow hedgefair value hedge. In a cash flow hedge, a baeraf variable interest debt agrees with
another party to make fixed payments equivalempiaigng fixed rate interest on debt in exchangedaeiving payments from the other party
equivalent to receiving
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)

Note 5: Derivative Financial Instruments (Continued

variable rate interest on debt, the effect of whécto eliminate some portion of the variabilitytire borrower's overall cash flows. In a fair
value hedge, a borrower of fixed rate debt agredsamother party to make variable payments eqaivaio paying variable rate interest on the
debt in exchange for receiving fixed payments ftomother party equivalent to receiving fixed riaterest on debt, the effect of which is to
eliminate some portion of the variability in therfaalue of the borrower's overall debt portfolio.

We recognize all derivatives on our con@ensonsolidated balance sheets at fair value. \Wergly designate the derivative as either a
cash flow hedge or a fair value hedge on the datehich we enter into the derivative instrument.

For a derivative that is designated asragedts all of the required criteria for a cash fleedge, we record in accumulated other
comprehensive income, which is included in accutedlaeficit in our condensed consolidated balaheets, any changes in the fair value of
the derivative. We then reclassify these amountséarnings as the underlying hedged item affeatsiegs. In addition, if there are any
changes in the fair value of the derivative aridirmgn ineffectiveness of the cash flow hedging tieteship, we record those amounts
immediately in other expense (income)—net in ourdemsed consolidated statements of operations Berivative that is designated as and
meets all of the required criteria for a fair vahezlge, we record in other expense (income)—netiircondensed consolidated statements of
operations the changes in fair value of the desieand the underlying hedged item.

We assess quarterly whether each derivegilieghly effective in offsetting changes in faalues or cash flows of the hedged item. If we
determine that a derivative is not highly effectasea hedge, or if a derivative ceases to be dyhédfective hedge, we discontinue hedge
accounting with respect to that derivative prospett. We record immediately in earnings changethanfair value of derivatives that are not
designated as hedges.

Interest Rate Hedge

During 2008, we entered into the interagt hedges described below as part of our shart-d&d long-term debt strategies. One objective
of our short-term debt strategy is to take advanta#dgfavorable interest rates by swapping floatatg debt to fixed rate debt using cash flow
hedges. One objective of our long-term debt stsategp achieve a more balanced ratio of fixed tatoating rate debt by swapping a portion
of our fixed interest rate debt to floating ratdtarough fair value hedges. This decreases quuaxe to changes in the fair value of our fi
interest rate debt due to changes in interest.rates

We evaluate counterparty credit risk befamtering into any hedge transaction. Thereaftercantinue to closely monitor the financial
market and the risk that our counterparties wifbdé on their obligations to us. We are prepagedrwind these hedge transactions if our
counterparties' credit risk becomes unacceptahles.to

In March 2008, we entered into interest te#dges on $500 million of the outstanding $750aniaggregate principal amount of our
Floating Rate Notes due 2013. The notes bear sttere
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Note 5: Derivative Financial Instruments (Continued

at a rate per year equal to LIBOR plus 3.25%. Tinesiges had the economic effect of converting loatihg interest rate to fixed interest ra
of approximately 6.0% for a term of approximatelotyears. We designated these interest rate sveagasa flow hedges. We did not
recognize any gain or loss in earnings for hedgéectiveness for the six months ended June 309.200

In March 2008, we also entered into interate hedges on the outstanding $500 million agageeprincipal amount of our 6.5% Notes due
2017. These hedges had the economic effect of ciimy®ur fixed interest rate to a floating intereste until these notes mature in 2017. We
designated these interest rate swaps as fair heldges. We terminated these hedges in the fouatieywf 2008.

The cash flow hedges were valued usingepteg future cash flows, discounted at mmidrket implied forward LIBOR. This valuation w
determined excluding accrued interest.

The fair value of derivative instrumentsigeated as hedging instruments as of June 30, i80B%scribed below:

Asset Derivatives Liability Derivatives
Balance sheet location  Fair value Balance sheet location Fair value
(Dollars in millions)
Cash flow hedging contrac Other currentasse $ — Other current liabilitie  $ 7

The fair value of derivative instrumentsigaated as hedging instruments as of Decemb&0RB is described below:

Asset Derivatives Liability Derivatives
Balance sheet location Fair value Balance sheet location Fair value
(Dollars in millions)
Cash flow hedging contrac Other nor-currentasse $ — Other nor-current liabilitie:  $ 8

For additional information on the fair valaf our financial instruments, see Note 2—Fairu¢abf Financial Instruments.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)
Note 5: Derivative Financial Instruments (Continued

The following table presents the effectlefivative instruments on our condensed consolilst@ements of operations for the three and
six months ended June 30, 2009 and our condensestl@ated balance sheet as of June 30, 2009:

Three Months Endec

Six Months Ended
Derivatives in Cash Flow Hedging Relationships June 30, 2009 June 30, 2009

(Dollars in millions)

Interest rate contract
Amount of gain recognized in other comprehensie®iine on derivative (effective portion), net of

deferred taxes of— for both period: $— $1
Location of amount reclassified from accumulatdteoicomprehensive income into income (effec Interes Interes

portion) expens—nel expens—nel
Amount of loss reclassified from accumulated ot@mprehensive income into interest expense

(effective portion), net of deferred taxes — and $1, respectivel $1 $z

Location of amount recognized in income on derixatineffective portion and amount excluded fi  Not Applicable Not Applicable
effectiveness testing

Amount recognized in income on derivative (ineffeetportion and amount excluded fr¢
effectiveness testing $— $—

Note 6: Severance

For the three months ended June 30, 2002@08, we recorded severance expenses of $2bmidhd $3 million, respectively. For the
six months ended June 30, 2009 and 2008, we retsrlerance expenses of $43 million and $48 milliespectively. A portion of our
severance charges is included in each of costies,sselling expenses and general, administratideother operating expenses in our
condensed consolidated statements of operationst 2sne 30, 2009 and December 31, 2008, our secet@bility was $57 million and
$54 million, respectively. We expect to pay subt#dly all of the accrued severance charges duttiegnext twelve months.

Note 7: Tax Matters
During the second quarter of 2009, QCllceed a settlement with the IRS relating to itsibofitax years 2002 and 2003.

Note 8: Contribution to QCII Segments

Our operations are integrated into andpare of the segments of QCII. Our business conte®to all three of QCII's segments: business
markets, mass markets and wholesale markets. Qitli&f
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Six Months Ended June 30, 2009
(Unaudited)

Note 8: Contribution to QCII Segments (Continued)

Operating Decision Maker ("CODM"), who is also @®DM, reviews our financial information only in amction with our quarterly and
annual reports that we file with the Securities Bxdhange Commission. Consequently, we do not geowur discrete financial information to
the CODM on a regular basis.

The following table summarizes revenuedior major products and services for the three anthenths ended June 30, 2009 and 2008:

Three Months Ended
Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Dollars in millions)

Operating revenus

Data, Internet and video servic $ 81C $ 79t $1,62¢ $1,58:-
Voice service: 1,18¢ 1,31C 2,408 2,65¢
Affiliate and other service 46¢ 502 937 995
Total operating revent $2,465 $2,607 $4,97( $5,231

Note 9: Commitments and Contingencies

QCllis involved in several legal proceegtirto which we are not a party that, if resolvediast QCII, could have a material adverse e
on our business and financial condition. We haetuited below a discussion of these matters. Omgdhmatters to which we are a party
represent contingencies for which we have recordedopuld reasonably anticipate recording, reseifvaspropriate to do so.

Throughout this note, when we refer toasslaction as "putative” it is because a clasbbeas alleged, but not certified in that matter.
Until and unless a class has been certified bythet, it has not been established that the narfadtiffs represent the class of plaintiffs they
purport to represent. Settlement classes havedsréfied in connection with the settlements oftair of the putative class actions described
below where the courts held that the named pléént#fpresented the settlement class they purptotezbresent.

To the extent appropriate, we have provigeserves for each of the matters described below.

The terms and conditions of applicable Wwglacertificates or articles of incorporation, agrents or applicable law may obligate QCII to
indemnify its former directors, officers and empeg with respect to certain of the matters desgtilséow, and QCII has been advancing l¢
fees and costs to many former directors, officas @mployees in connection with certain mattersidesd below.

KPNQwest Litigation/Investigation

On January 27, 2009, the trustees in thetDibankruptcy proceeding for KPNQwest, N.V. (ofiethQCIl was a major shareholder) file
lawsuit in the federal district court for the Distrof Colorado alleging violations of the Racketb®luenced and Corrupt Organizations Act
and breach of duty and mismanagement under DuehQ&ll is a defendant in this lawsuit along with
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Note 9: Commitments and Contingencies (Continued)

Joseph P. Nacchio, our former chief executive effiRobert S. Woodruff, our former chief finanaidficer and John McMaster, the former
president and chief executive officer of KPNQw&3aintiffs allege, among other things, that defemnsiaactions were a cause of the bankru
of KPNQwest, and they seek damages for the banyugatficit of KPNQwest of approximately $2.4 biltioPlaintiffs also seek treble and
punitive damages as well as an award of plaintiffrneys' fees and costs. A lawsuit assertinganee claims that was previously filed in the
federal district court for the District of New Jeyswas dismissed without prejudice, and that disatiwas affirmed on appeal.

On September 13, 2006, Cargill Financiatihéss, Plc and Citibank, N.A. filed a lawsuit iretDistrict Court of Amsterdam, located in
Netherlands, against QCII, KPN Telecom B.V., Kotlijkk KPN N.V. ("KPN"), Mr. Nacchio, Mr. McMasteignd other former employees
supervisory board members of QCII, KPNQwest or KIPNe lawsuit alleges that defendants misrepresdfi®dQwest's financial and
business condition in connection with the origioatof a credit facility and wrongfully allowed KPNe@st to borrow funds under that facility.
Plaintiffs allege damages of approximately €219iaml(or approximately $308 million based on thekange rate on June 30, 2009).

On October 31, 2002, Richard and Marcian@r&o-trustees of the R.M. Grand Revocable Livingst, dated January 25, 1991, filed a
lawsuit in Arizona Superior Court. As amended aoitbfving the appeal of a partial summary judgmegdiast plaintiffs which was affirmed
part and reversed in part, plaintiffs allege, amotigr things, that defendants violated state #gEsitaws in connection with plaintiffs’
investments in KPNQwest securities. QCII is a ddée in this lawsuit along with Qwest B.V. (oneQ@ClII's subsidiaries), Mr. Nacchio and
Mr. McMaster. The Arizona Superior Court dismisseasst of plaintiffs' claims, and plaintiffs voluntigrdismissed the remainder of their
claims. Plaintiffs have appealed the court's denisb the Arizona Court of Appeals. Plaintiffs afaio have lost approximately $9 million in
their investments in KPNQwest, and are also seekitggest and attorneys' fees.

On August 23, 2005, the Dutch Shareholdasociation (Vereniging van Effectenbezitters, &BJ filed a petition for inquiry with the
Enterprise Chamber of the Amsterdam Court of Appdatated in the Netherlands, with regard to KPN@WVEB sought an inquiry into the
policies and course of business at KPNQwest tieableged to have caused the bankruptcy of KPNQinddhay 2002, and an investigation
into alleged mismanagement of KPNQwest by its eteeumanagement, supervisory board members, j@nture entities (QCIl and KPN),
and KPNQwest's outside auditors and accountant®&aember 28, 2006, the Enterprise Chamber orderédquiry into the management and
conduct of affairs of KPNQwest for the period Jaryuathrough May 23, 2002. On December 5, 2008 Fiterprise Chamber appointed
investigators to conduct the inquiry.

QCII will continue to defend against thending KPNQwest litigation matters vigorously.
Securities Litigation

On January 28, 2009, certain investmentpzones managed by Munder Capital Management ("MuRdeds")—which were excluded at
their request from the settlement class in the Niad@&/oodruff settlement described below under 8atent of Consolidated Securities
Action"—filed a lawsuit against Messrs. Nacchio addodruff alleging that during the time they wef&liated
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Note 9: Commitments and Contingencies (Continued)

with QCII, they violated federal securities lawsibguing false and misleading financial reports statiements, falsely inflating revenue and
decreasing expenses, creating false perceptiorvefiue and growth prospects and employing imprapesunting practices. Munder Funds
contend that they have incurred losses resultimig ftheir investment in QCII's securities of appmoately $110 million, and they seek
compensatory and rescissionary damages, pre- atguumment interest, costs and attorneys' fees.

Other Matters

Several putative class actions relatinth&installation of fiber optic cable in certaights-of-way were filed against QCII on behalf of
landowners on various dates and in various conr@alifornia, Colorado, Georgia, lllinois, Indiaransas, Massachusetts, Mississippi,
Missouri, Oregon, South Carolina, Tennessee andd.é5or the most part, the complaints challengd'®@ght to install its fiber optic cable
railroad rights-of-way. Complaints in Coloradoijrihis and Texas, also challenge QCII's right taalgiber optic cable in utility and pipeline
rights-of-way. The complaints allege that the alis, utilities and pipeline companies own thetrigfway as an easement that did not include
the right to permit QCII to install its fiber opta@ble in the right-of-way without the plaintiffsinsent. Most actions (California, Colorado,
Georgia, Kansas, Mississippi, Missouri, Oregon,tB@arolina, Tennessee and Texas) purport to hegbton behalf of state-wide classes in
the named plaintiffs' respective states. The Mdsssetts action purports to be on behalf of statdewiasses in all states in which QCII has
fiber optic cable in railroad rights-of-way (othtéan Louisiana and Tennessee), and also on behalbalasses of landowners whose
properties adjoin railroad rights-of-way originatlerived from federal land grants. Several actimnport to be brought on behalf of mudtiate
classes. The lllinois state court action purpartbeé on behalf of landowners in lllinois, lowa, Kecky, Michigan, Minnesota, Nebraska, Ohio
and Wisconsin. The lllinois federal court actiomgarts to be on behalf of landowners in Arkansadif@nia, Florida, Illinois, Indiana,

Missouri, Nevada, New Mexico, Montana and Oregdre Thdiana action purports to be on behalf of #onat class of landowners adjacent to
railroad rights-of-way over which QCII's networksgsas. The complaints seek damages on theoriesspisss and unjust enrichment, as well as
punitive damages. On July 18, 2008, a federalidistourt in Massachusetts entered an order prediniy approving a settlement of all of the
actions described above, except the action peridifignnessee. On November 18, 2008, the courtéhbkhring to consider final approval of
the proposed settlement and the parties are agaditencourt's decision.

Qwest Communications Company, LLC ("QCG"aidefendant in litigation filed by several bijiagents for the owners of payphones
seeking compensation for coinless calls made fragppones. The matter is pending in the United St@tstrict Court for the District of
Columbia. Generally, the payphone owners claim @@€ underpaid the amount of compensation dueatm thnder Federal Communications
Commission ("FCC") regulations for coinless calsced from their phones onto QCC's network. Tharckeeks compensation for calls, as
well as interest and attorneys' fees. QCC will vagrsly defend against this action.

A putative class action filed on behaltceftain of QCII's retirees was brought against Qb Qwest Group Life Insurance Plan and
other related entities in federal district courfalorado in
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Note 9: Commitments and Contingencies (Continued)

connection with QCII's decision to reduce the ilifeurance benefit for these retirees to a $10,@0@fit. The action was filed on March 30,
2007. The plaintiffs allege, among other thingat RCIl and other defendants were obligated toicasttheir life insurance benefit at the
levels in place before QCII decided to reduce thekaintiffs seek restoration of the life insurat@mefit to previous levels and certain
equitable relief. The district court ruled in QGlfavor on the central issue of whether QCII prperserved our right to reduce the life
insurance benefit under applicable law and plarudmmnts. The plaintiffs subsequently amended theirptaint to assert additional claims. 1
court has since dismissed or granted summary judgtoe)ClI on five of the eight claims assertedptgintiffs. QCII believes the three
remaining claims are without merit, and QCII hasvetbfor summary judgment on those claims.

Matters resolved during second quarter, 2009:
Settlement of Consolidated Securities Action

Twelve putative class actions purportediydght on behalf of purchasers of QCII's publichded securities between May 24, 1999, and
February 14, 2002 were consolidated into a conatditisecurities action pending in federal distranirt in Colorado against QCII and various
other defendants. The first of these actions wed fin July 27, 2001. Plaintiffs alleged, amongeotthings, that defendants issued false and
misleading financial results and made false statesngbout QCII's business and investments, inctudiaterially false statements in certain of
QCllI's registration statements. The most recentptaimt in this matter sought unspecified compenyatamages and other relief. However,
counsel for plaintiffs indicated that the putatalass would seek damages in the tens of billiordodérs.

In November 2005, QCII, certain other defimts, and the putative class representativeseghiteto, and filed with the federal district
court in Colorado, a Stipulation of Partial Setttarhthat settled the consolidated securities acgainst QCII and certain other defendants
"QCII settlement™). No parties admit any wrongdoaggpart of the QCII settlement. Pursuant to thél @&tlement, QCII deposited
approximately $400 million in cash into a settletrfeimd. In connection with the QCII settlement, Qf&iceived $10 million from Arthur
Andersen LLP. As part of the QCII settlement, thess representatives and the settlement clasgépegsent are also releasing Arthur
Andersen.

The QCII settlement resolved and relealedrtdividual claims of the class representativebthe claims of the settlement class they
represent against QCII and all defendants excesgiploNacchio, QCII's former chief executive officamd Robert Woodruff, QCII's former
chief financial officer. In September 2006, thedral district court in Colorado issued an orderrapimg the proposed QCII settlement and
certified a class for settlement purposes of pusersaof QCII's publicly traded securities betweeayN4, 1999 and July 28, 2002, over the
objections of Messrs. Nacchio and Woodruff. MesSecchio and Woodruff then appealed that ordeh¢oUnited States Court of Appeals for
the Tenth Circuit. In addressing that appeal, tbetf Circuit held that the federal district coudl@r overruling Nacchio and Woodruff's
objections to the QCII settlement was not suffitdieapecific, and it remanded the case to theidistourt with instructions to consider certain
issues and
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Note 9: Commitments and Contingencies (Continued)

to provide a more detailed explanation for itsieadecision overruling those objections. Subsegtethe remand, a settlement was reached
involving the claims of the putative class agaMstssrs. Nacchio and Woodruff as described belowrdsulted in the implementation of the
QCIlI settlement.

On August 4, 2008, QCII, Messrs. Nacchid #oodruff, and the putative class representatgered into a Stipulation of Settlement
(the "Nacchio/Woodruff settlement™). On May 26, 20€he court approved the Nacchio/Woodruff settlenaand certified a class for settlem
purposes of purchasers of QCII's publicly tradexlisées between May 24, 1999 and July 28, 2002 Nhcchio/Woodruff settlement
(i) settled the individual claims of the class eg@ntatives and the class they represented addissts. Nacchio and Woodruff and (i) resu
in the withdrawal by Messrs. Nacchio and Woodrdffhir objections to the QCII settlement and tegotution of their indemnification dispt
with QCII arising from the QCII settlement. UndaetNacchio/Woodruff settlement, QCII deposited $#llion into a settlement fund, and
Messrs. Nacchio and Woodruff have contributed al it $5 million of insurance proceeds. No partémit any wrongdoing as a part of the
Nacchio/Woodruff settlemen

The QCII settlement and the Nacchio/Woddseftlement became final on June 26, 2009, athwpaint QCII's rights pertaining to the
amounts deposited into the settlement fund weliegxished. This resulted in a decrease in QClHgiohon-current assets and a corresponding
decrease in QCIlI's other non-current liabilitieapproximately $442 million.

Note 10: Dividends

During the three and six months ended 3M&009, we declared cash dividends to QSC of $&0dn and $1.200 billion, respectively,
and paid cash dividends to QSC of $570 million $h®00 billion, respectively.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Unless the context requires otherwise, referencesin this report to "QC" refer to Qwest Corporation, referencesto "Qwest,” "we," "us," the
"Company" and "our" refer to Qwest Corporation and its consolidated subsidiaries, referencesto "QSC" refer to our direct parent company,
Qwest Services Corporation, and its consolidated subsidiaries, and referencesto "QCII" refer to our ultimate parent company, Qwest
Communications International Inc., and its consolidated subsidiaries.

Certain statements in this report congtifotward-looking statements. See "Special NoteaR#igg Forward-Looking Statements" at the
end of this Item 2 for additional factors relatiiogthese statements, and see "Risk Factors" in 1#&mof Part Il of this report for a discussion of
certain risk factors applicable to our businesgicial condition and results of operations.

Business Overview and Presentation

We provide data, Internet, video and vaiervices. We generate revenue from services providthe 14-state region of Arizona,
Colorado, Idaho, lowa, Minnesota, Montana, Nebraskav Mexico, North Dakota, Oregon, South DakottH)Washington and Wyoming.
We refer to this region as our local service area.

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

. Data integration;

. Dedicated Internet acces

. Hosting services

. Long-distance services that allow calls that ctescommunications geographical areas;
. Managed services;

. Multi-protocol label switching

. Virtual private network; and

. Voice over Internet Protocol, or VolIP.

For certain products and services we pevéchd for a variety of internal communicationsdiions, we use parts of QCII's
telecommunications network to transport data aridevtvaffic. Through its network, QCII also provi&lrationally and globally some data and
Internet access services that are similar to seswive provide within our local service area. Thesmwices include private line and our
traditional wide area network ("WAN") products asetvices, which consist of asynchronous transfetenor ATM, and frame relay.

Our analysis presented below is organipgurdvide the information we believe will be usefiil understanding the relevant trends going
forward. However, this discussion should be reacbimunction with our condensed consolidated fimarstatements and the notes thereto in
Item 1 of Part | of this report.
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Business Trends

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

. Growth in data, Internet and video services.  Revenue from data, Internet and video serviepeesented 33% and 30% of «
total revenue for the six months ended June 309 20@ 2008, respectively and continues to grow al§e continue to see shi
in the makeup of this revenue as customers mowe fraditional data, Internet and video products serdices to those which
use more advanced technologies including broadbandces, private line, and video services. Revdrare these growth
products and services was 88% of our total dataret and video revenue for the six months ended 30, 2009. The revenue
increases from our growth products and services batpaced revenue declines from certain datargednet services such as
our traditional WAN services.

We also continue to focus on increasing subscribkosir broadband services, particularly with retge our consumer and
small business customers. We reached 2.9 millioadivand subscribers at June 30, 2009 compare@ tiltion at June 30,
2008. We believe the ability to continually increa®nnection speeds is competitively importantaAssult we continue to
invest in our fiber to the node ("FTTN") deploymenwhich we launched to meet customer demand fdrerigroadband speeds.
In addition to the FTTN deployment, we continuepand our product offerings and enhance our miakefforts as we
compete in a maturing market where a significamtipo of consumers already have broadband servlesnow expect the net
number of our broadband subscriber additions ir020il be comparable to our net additions in 2008wever, we are
experiencing intense broadband competition ancemaenpression.

. Continuing loss of accesslines.  Our revenue has been, and we expect it wiltiooe to be, adversely affected by access
losses. Intense competition, including product Stin, continues to drive our access line loss@s example, many
consumers are substituting cable, wireless and ¥YwiRaditional voice telecommunications serviCElis has increased the
number and type of competitors within our industngl has decreased our market share. Additiona#iyhelieve that intensified
competition, wireless substitution and declininger@l economic conditions contributed to an acedien of our access line
losses in recent quarters. We expect that theser$awill continue to impact our business. Produmdling and other product
promotions, as described below, continue to be safroer responses to access line losses.

. Product bundling and promotions.  We offer our customers, primarily consumers small businesses, the ability to bundle
multiple products and services. For example, thingogt marketing and advertising efforts with @affiliates, these customers
can bundle local voice services with other servigegh as broadband, video, long-distance and wsel&e believe customers
value the convenience of, and price discounts &ssakcwith, receiving multiple services throughiregte company. In addition
to our bundle discounts, we also offer limited tipremotions on our broadband service for qualifygtngtomers who have our
broadband product in their bundle. While bundle@discounts have resulted in lower average reviaruair individual
products, we believe product bundles continue &itpely impact our customer retention.

. Greater operating efficiencies.  We continue to evaluate our operating strucéune focus. This involves balancing ¢
workforce in response to our workload, productivitprovements, changes in the telecommunicatiotssitny and
governmental regulations. Through planned redustiomd normal employee attrition, we have reducedvankforce and
employee-related
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costs (net of severance) while achieving operatiefiiencies and improving processes through ienatibon.

. Pension and post-retirement benefits expenses.  QCII is required to recognize on its condens&asolidated financial
statements certain expenses relating to its persidrpost-retirement health care and life insurdreseefits plans. These
expenses are calculated based on several assumpticlnding among other things discount ratesexpbcted rates of return
plan assets that are set at the end of each ykangés in these assumptions can cause signifibanges in the combined net
periodic benefits expenses QCII recognizes. QQdkates the expenses of these plans to us anthés affiliates. The allocatic
of expenses to us is based upon the demographos @mployees and retirees compared to all thairéng participants.
Changes in QCII's assumptions can cause signiftzariges in the net periodic pension and poseragnt benefits expenses
we recognize. In 2008 we recognized combined nédgie income, as pension income exceeded pEgement benefit expen
for the year. However, during 2008 QCII experiensigphificant losses on its pension and post-retinenbenefit plan assets,
which have significantly impacted the pension aastpetirement benefits expenses we are recording @ 20hanges to QCII
assumptions in future periods may further increasgecrease our expected combined net periodiceesebeyond 2009.

While these trends are important to undeding and evaluating our financial results, tHeptransactions, events and trends discussed i
"Risk Factors" in Item 1A of Part Il of this repartay also materially impact our business operatinsfinancial results.

Results of Operations

The following table summarizes our resoftsperations for the three and six months endeé 30, 2009 and 2008 and the number of
employees as of June 30, 2009 and 2008:

Three Months Ended June 30 Six Months Ended June 30
Increase/ % Increase/ %
2009 2008 (Decrease  Change 2009 2008 (Decrease  Change
(Dollars in millions)
Operating revenu $2,46: $2,607 $ (149 (6)%$ 4,97C $ 5231 $ (26)) B)%
Operating expense 1,78¢ 1,797 9) (D)% 3,602 3,70¢ (104) (3)%
Operating incomi 67¢% 81C (135) A% 1,36¢ 1,52¢ (157) (10%
Other expense (incomr—nel 184 147 37 25% 32¢ 29¢ 29 10%
Income before income tax 491 663 (172 (26)% 1,04( 1,22¢ (18¢€) (15)%
Income tax expens 18¢€ 252 (66) (26)% 39t 46€ (72) (19)%
Net income $ 305 $ 411 $ (10€) (26)%$ 645 $ 76C $ (115 (19%
Employees (as of June 3 29,15(  32,24: (3,092 (10)%

Operating Revenue

Operating revenue decreased primarily dumnhtinued access line losses and declining revéom our traditional WAN services. The
decrease in overall revenue was partially offseinlbyeased revenue associated with our growth mtsdand services.
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The following table summarizes our opemgtievenue for the three and six months ended JOn20®9 and 2008:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2009 2008 (Decrease  Change 2009 2008 (Decrease  Change

(Dollars in millions)
Operating revenue

Data, Internet and video services Voicesen $ 81C $ 79t $ 15 2% $1,62¢ $1,58. $ 46 3%
Voice service: 1,182 1,31( (126) (10)% 2,408  2,65¢ (251) (9)%
Affiliate and other service 46¢ 502 (33 (7% 937 99: (56) (6)%
Total operating revent $2,465 $2,607 $ (149 (6)%%$4,97C $5,231 $ (26]) (5)%

The following table summarizes our totaddmtband and video subscribers and access linassbgneer channel as of June 30, 2009 and
2008:

June 30,
Increase/ %
2009 2008 (Decrease  Change
(in thousands)

Total broadband subscribe 2,88¢ 2,647 237 9%
Total video subscribel 83: 66€ 167 25%
Access lines

Business marke! 2,52¢ 2,71 (187) (N%

Mass market 7,28¢ 8,26¢ (978) (12)%

Wholesales marke 1,07t 1,21¢( (135) (11)%

Total access line 10,88¢ 12,18¢ (2,300 (11)%

In addition to the specific items discusbetbw, we believe declining general economic cto$ negatively impacted our revenue.
Data, Internet and Video Services

Data, Internet and video services revenaeeased primarily due to an increase in broadisabdcribers and, to a lesser extent, an inc
in video subscribers as of June 30, 2009 comparddrie 30, 2008. The increase in broadband semggesue resulting from an increase in
subscribers was partially offset by rate discouRtsazate line services revenue also increasedabteher volumes. These revenue increases
were partially offset by a decrease in our trad@ild/VAN services revenue due to lower volumes.

Voice Services

Voice services revenue decreased primdri/to lower local voice services revenue, whick diven by access line losses resulting 1
the competitive pressures described in "Businessds" above. Local voice services revenue was itefdry these competitive pressures as
customers disconnected primary and additional liAesess and local voice services revenue declinedio access line loss and a declining
demand for unbundled network elements for the sixtims ended June 30, 2009 compared to the sanoel per2008.
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Affiliate and Other Services Revenue

Affiliate services revenue decreased prilpaue to reduced support associated with aniafils winding down of its wireless business as
we transition to selling Verizon Wireless produatsl services. In addition, we had reduced suppsddated with an affiliate's winding down
of its video and data products and services. THeseeases in affiliate services were partiallyetffsy an increase in services we provided to
support an affiliate's data and Internet produfgrofgs.

We estimate that the profit from affilistervices was approximately $70 million and $100Qiami| before income taxes, for the three
months ended June 30, 2009 and 2008, respectamdy$160 million and $210 million, before incomeets, for the six months ended June 30,
2009 and 2008, respectively.

Operating Expenses

The following table provides further detabarding our total operating expenses for theetfland six months ended June 30, 2009 and
2008:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2009 2008 (Decrease  Change 2009 2008 (Decrease  Change

(Dollars in millions)
Cost of sales (exclusive of depreciation and amatitin)

Employerrelated cost $ 25¢ $ 27C $ (1)) (4)%$ 512 $ 60z $ (89 (15)%

Other 12C 132 12 (9% 22t 24C (15) (6)%
Total cost of sale 37¢ 40z (23 (6)% 73€ 84z (104) (12)%
Selling:

Employesrelated cost 24t 26¢ (23) 9% 51¢ 534 (15 (3)%

Marketing, advertising and external commissi 10¢ 111 2 (2% 21¢ 23t (16) (1%

Other 61 77 (16) 21)% 137 14k 8) (6)%
Total selling 41F 45€ (471) (9)% 87E 914 (39) (4%
General, administrative and other operat

Employecrelated cost 17¢ 112 63 56% 32t 23€ 89 38%

Taxes and fee 99 61 38 62% 197 17¢€ 21 12%

Real estate and occupancy cc 66 74 (8) (11)% 13€ 152 (16) (11)%

Other 12¢ 13¢ 4 ()% 262 26¢ (6) 2%
Total general, administrative and other opera 46¢ 38C 89 23%  92C 832 88 11%
Affiliates 31 45 (14) (B)% 82 90 8) (9)%
Depreciation and amortizatic 494 514 (20) A% 987 1,02¢ (42) D%
Total operating expens: $1,78¢ $1,797 $ (9 (1)%$3,60z $3,70€ $ (104 (3)%
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Cost of Sales (exclusive of depreciation and amorttion)

Employee-related costs decreased for tfeeethnd six months ended June 30, 2009 as comjueatieel same period in 2008 primarily due
to lower salaries, wages and benefits related foi@ee reductions in our network operations. Initmid, severance expense decreased for the
six months ended June 30, 2009 and increasedddhtbe months ended June 30, 2009 compared gathe periods in 2008 due to the timing
of when employee reductions occurred.

Other cost of sales decreased primarilytddewer network expense and professional feesrasult of our continued focus on managing
costs associated with operating and maintaininghetwork.

Selling Expenses

Employee-related costs decreased due terlealaries, wages and benefits related to empl@cections in our sales organization for the
three and six months ended June 30, 2009 as codhjzatiee same period in 2008. This was partialfgeifby severance expenses for both the
three and six months ended June 30, 2009 as cothfmatiee same period in 2008.

Marketing, advertising and external comimiss decreased due to reduced spending associdtethedia, direct mail, and sponsorships
as well as reductions in agency fees.

Other expenses decreased primarily duevter professional fees as a result of a favoradikechange in credit processing fees and other
cost savings initiatives which were partially offbg litigation related losses recorded in thetfiygarter of 2009.

General, Administrative and Other Operating Expense

Employee-related costs increased primaltly to increased pension and post-retirement isredpense. These benefits expenses are
based on several assumptions, including among timegs, discount rates and expected rates ofrretmplan assets that are set at the
beginning of each year. In 2008 we recognized caebiet periodic benefits income, as pension incexseeded post-retirement benefit
expense for the year. However, during 2008 QCllegeignced significant losses on its pension and-gsement benefit plan assets, which
have significantly impacted the pension and poterent benefits expenses we are recording in 2009

We now expect to recognize approximatel§Siillion in combined net periodic benefits expefer 2009 as compared to combined net
periodic benefits income of $13 million for 20083 expected total combined net benefits expensda? is $33 million more than the
amount we previously disclosed, due primarily tjuatinents to our estimates of the fair value ofairiprivate-equity and alternative
investments held by our plan trusts that were egthbased on previously available preliminaryrimfation at December 31, 2008. Of the
annual $33 million change for 2009, $17 million heen reflected in the three months ended Jun20®®, and is included in employee-related
costs. Changes to QCII's assumptions at the eBAGH may increase or decrease our expected combatgqeeriodic benefits expenses beyond
20009.

Taxes and fees increased as a result 40 arfilion favorable property tax settlement andestfavorable adjustments in the second qu
of 2008. These increases were partially offsetomelr USF charges resulting from continued accessdrosion and a decrease in property
taxes.

Real estate and occupancy costs decreaisearily due to lower rent expense and fuel costs.
Affiliates Expenses

Affiliate expenses include charges for ose of long-distance services, wholesale Interoetss and insurance, occupancy charges and
certain retiree benefits.
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Affiliate expenses decreased primarily ttueeduced insurance costs driven by premium distsoand refunds partially offset by increa
in wholesale Internet access in support of our divaad business.

Depreciation and Amortization
The following table provides detail regaiglidepreciation and amortization expense:

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2009 2008 (Decrease Change 2009 2008 (Decrease  Change
(Dollars in millions)

Depreciation and amortizatio
Depreciatior $43€ $46Z $ (25 (5)%$877 $ 927 $ (50 (5)%
Amortization 56 51 5 10% 11C 101 9 9%

Total depreciation and amortizat $494 $514 $ (20) (4)%$987 $1,02¢ $ (41) (4%

Depreciation expense decreased due to loamtal expenditures and the changing mix of auestment in property, plant and equipment
since 2002. If our capital expenditures remain apipnately the same and we do not significantly #opur estimates of the useful lives of
assets, we expect that our depreciation expenseamiinue to decrease for the foreseeable futumgortization expense was higher for the
three and six months ended June 30, 2009 compated same periods ended June 30, 2008 due t@rasge in internally developed
capitalized software used to support our operations

Effective January 1, 2009, we changed stimates of the average remaining economic livesedfiin copper cable and
telecommunications equipment assets. These chaagaed in additional depreciation expense of exiprately $9 million and $18 million
for the three and six months ended June 30, 2@8ectively, compared to the three and six monitse June 30, 2008 and will result in
additional depreciation expense of approximatel§y B@lion for the full year ending December 31, 20tbmpared to the year ended
December 31, 2008. The additional depreciatioritfese changes, net of deferred taxes, reducedawwhe by approximately $5 million and
$11 million for the three and six months ended BMe2009, respectively, and will reduce net incdimepproximately $22 million for the full
year ending December 31, 20l
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Other Consolidated Results
The following table provides detail regagliother expense (income)—net and income tax expens

Three Months Ended June 30, Six Months Ended June 30,
Increase/ % Increase/ %
2009 2008 (Decrease Change 2009 2008 (Decrease Change
(Dollars in millions)

Other expense (incom—net:

Interest expense on lo-term borrowing—ne! $16z $14¢€ $ 14 9% $30€ $29¢ $ 9 3%
Other—net 22 Q) 23 nm 20 — 20 nm
Total other expense (incon—net $184 $147 $ 37 25% $326 $29¢ $ 29 10%
Income tax expens $18€ $252 $ (66) (26)%$39:  $46€ $ (71) (15)%

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

Other Expense (Income)—Net

Interest expense on long-term borrowingetincreased due to increased debt levels asith of®ur debt issuance in April 2009, but v
partially offset by decreasing interest rates oatfhg rate notes.

Other—net includes, among other thingriegt income, income tax penalties, other intenggénse (such as interest on income taxes),
and gains and losses related to fair value inteadsthedges. Other—net increased due to higheetated interest for the three and six months
ended June 30, 2009 compared to the three andmsithsended June 30, 2008. We expect this taerklaterest to reverse in the third quarter
of 2009.

Income Tax Expense

The effective income tax rate is the primridor income taxes as a percentage of incomerbéficome taxes. Our effective income tax
rate was 38% for the three months ended June 89, &0d 2008 and 38% for the six months ended JOn20®9 and 2008.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSCiclwtis wholly owned by QCII. As such, factors rétgtto, or affecting, QCII's liquidity and
capital resources could have material impacts gimakiding impacts on our credit ratings and onatcess to capital markets and changes in
the financial market's perception of us. QCII atisccbnsolidated subsidiaries had total borrowirfgsld.123 billion and $13.555 billion at
June 30, 2009 and December 31, 2008, respectively.

QCII has cash management arrangements éeteeztain of its subsidiaries that include linésredit, affiliate obligations, capital
contributions and dividends. As part of these caghagement arrangements, affiliates provide liiesealit to certain other affiliates.
Amounts outstanding under these lines of creditiatefcompany obligations vary from time to timelare classified as short-term
borrowings.
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Near-Term View

At June 30, 2009, we held cash and casivalgats totaling $906 million, and QCII had $91@lion available under its currently
undrawn revolving credit facility (referred to d®tCredit Facility). We expect that our cash onchand expected net cash generated by
operating activities will exceed our cash needs @ve next 12 months.

During the 12 months ended June 30, 2009net cash generated by operating activitiesédt&B.501 billion. Although our revenue has
been decreasing, we believe that we will be abttdinue to control costs to keep them alignedh wétvenue and therefore expect that we will
continue to generate cash from operating activitigficient to fund our financing and investingisaittes. For the coming 12 months, our
expected financing and investing cash needs indagdal expenditures (anticipated to be approxéhya$1.3 billion or less in 2009),
$500 million of debt maturing in June 2010 and diérids to QSC.

We have significant discretion in how we asir cash to pay for capital expenditures andfioer costs of our business, as only a
moderate portion of our capital expenditures isachdd to preservation activities or government dedes. We evaluate capital expenditure
projects based on expected strategic impacts @siébrecasted revenue growth or productivity, espeand service impacts) and our expected
return on investment. If we are not successful &ntaining or increasing our net cash generateddayating activities in the near term, we
may use this discretion to decrease our capitatedipures, which may impact future years' operatésylts and cash flows.

At June 30, 2009, our current liabilitieseeded our current assets by $656 million. Oukimgrcapital deficit improved as compared to
our working capital deficit at December 31, 200& do earnings before depreciation and amortizatimhproceeds on long-term debt, which
were partially offset by capital expenditures, reumrent debt reclassified to current debt and @inab declared to QSC.

We continue to look for opportunities tgprave our capital structure by reducing debt anerést expense. We expect that at any time we
deem conditions favorable we will also attemptgiove our liquidity position by accessing debt ke#s in a manner designed to create
positive economic value. Even though we were abledue new debt financing in April, the unstabied@ markets and the decline in the
economy may impair our ability to refinance matgrdebt at terms that are as favorable as thoseroich we previously benefited or at
terms that are acceptable to us.

Long-Term View

We have historically operated with a wogkapital deficit due to our practice of declaramgl paying regular cash dividends to QSC, and
it is likely that we will operate with a working p#al deficit in the future. As discussed above,asatinue to generate substantial cash from
operations. We believe that these cash flows, coetbWith continued access to the capital marketsfinance debt as it comes due, will
provide sufficient liquidity to continue our plarsth@évesting and financing activities.

Debt

We have a significant amount of debt matyiin the next several years, including $500 millioaturing in 2010, $825 million maturing
2011 and $1.500 billion maturing in 2012. We bedi¢lvat we will continue to have access to capitalk@ts to refinance our debt as necessary.
Even though we were able to issue new debt fingnicirApril, the unstable credit markets and thelidedn the economy may impair our
ability to refinance maturing debt at terms tha&t as favorable as those from which we previoushebted or at terms that are acceptable tc

In July 2009, in connection with a $35 ioifl increase in commitment by an existing lendgh®Credit Facility, the amount available to
QCII under the Credit Facility increased from $%iillion to
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$945 million. The Credit Facility is subject to t&n restrictions as described below, is curreatigrawn and expires in October 2010. The
Credit Facility has 13 lenders with commitmentsgiag from $15 million to $160 million. This facilithas a cross payment default provision,
and this facility and certain other debt issueQ0GiI and its other subsidiaries also have crosslacation provisions. When present, these
provisions could have a wider impact on liquidityah might otherwise arise from a default or acegien of a single debt instrument. These
provisions generally provide that a cross defanttar these debt instruments could occur if:

. QCllI fails to pay any indebtedness when due inggregate principal amount greater than $100 miflion
. any indebtedness is accelerated in an aggregateigal amount greater than $100 million;
. judicial proceedings are commenced to foreclosargnof QCII's assets that secure indebtedness ag@regate princip:

amount greater than $100 million.

Upon a cross default, the creditors of semi@ amount of QCII's debt may elect to decléue a default has occurred under their debt
instruments and to accelerate the principal amaodunsto those creditors. Cross acceleration prawssare similar to cross default provisions,
but permit a default in a second debt instrumetbietaleclared only if in addition to a default octuy under the first debt instrument, the
indebtedness due under the first debt instrumeanttisally accelerated. As a wholly owned subsid&rQCll, in the event of such a cross-
default or cross-acceleration, our business omersitand financial condition could be affected, pogdly impacting our credit ratings and
access to the capital markets.

The Credit Facility also contains variomsifations, including a restriction on using anpgeeds from the facility to pay settlements or
judgments relating to the securi-related actions discussed in Note 9—CommitmentsGontingencies to our condensed consolidated
financial statements in Item 1 of Part | of thipad. In addition, to the extent that QCII's eagsitbefore interest, taxes, depreciation and
amortization, or EBITDA (as defined in QCII's delavenants), is reduced by cash settlements or jadtgwelating to the matters discussed in
that note, QCII's debt to consolidated EBITDA ratimder certain debt agreements will be advergtdgtad. This could reduce QCIlI's
liquidity and flexibility due to potential restrioins on drawing on its Credit Facility and potehtéstrictions on incurring additional debt under
certain provisions of its debt agreements. As allwloovned subsidiary of QCII, our business openagiand financial condition could be
similarly affected, potentially impacting our credhtings and access to capital markets.

We may also need to obtain additional foiag or investigate other methods to generate ¢asth as further cost reductions or the sale of
assets) if:

. revenue and cash provided by operations signifigaecline;

. poor economic conditions continue to persist;

. competitive pressures increa

. we are required to contribute a material amoumash to QCII's pension or post-retirement bendditg or

. QCII becomes subject to significant judgments ditesments in one or more of the matters discussédbie 9—Commitments

and Contingencies to our condensed consolidateddial statements in Item 1 of Part | of this répor
Pension Plan

Benefits paid by QCII's pension plan aril plarough a trust. This pension plan is measurgdially at December 31. The accounting
unfunded status of the pension plan was $745 mibip
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December 31, 2008. Cash funding requirements gréfisiantly impacted by earnings on investments,ajplicable discount rate at the end of
each year and funding laws and regulations. Asaltdt is difficult to determine future fundingquirements with a high level of precision.
Based on elections QCII will make in 2010 relatingamong other things, the method of determiniisgalint rates, and subject to any char

in funding laws and regulations, it may be requiedhake cash contributions to the plan in the eaoigh0 to $300 million in 2010. If the
elections that QCII makes do not require a contidlouin 2010, it is highly likely that a contriboti will be required in 2011. The amount of
any required contributions in 2011 and beyond bélldependant upon earnings on investments, discatas and funding laws and regulatic

If a contribution is made in 2010, it may reducguieed contributions after 2010.

Our employees participate in the QCII pengilan. The amounts contributed by us through @@lInot segregated or restricted to pay
amounts due to our employees and may be used tvaprbenefits to other employees of QCII's affémtHistorically, QCII has only required
us to pay our portion of their pension contribution

Post-Retirement Benefits

Certain of QCII's post-retirement healthecand life insurance benefits plans are unfundiesvever, a trust has been established to help
cover the health care costs of retirees who aradooccupational employees. As of December 31, 20@8fair value of the trust assets was
$915 million and QCII believed that the trust assebuld be adequate to provide continuing reimbuesgs for its occupational potiremen
health care costs for approximately five years iaasg that the trust's current asset allocation iegihe same and the assets earn an expectec
long-term rate of return of 8.5%. Thereafter, cedebenefits for its eligible retirees who are formecupational employees will be paid
directly by QCII. This five year period could bebstantially shorter depending on returns on plaess projected benefit payments and future
changes in benefit obligations; for instance, ifllEdsumes that the rate of return on trust assetsro and benefit reimbursements remain at
projected levels, the trust would still be exhadsteapproximately five years, but if QCII assuntiest the rate of return on trust assets were
zero and benefit reimbursements increase by 2084rdist assets could be exhausted in three years.

Our employees participate in the QCII pesirement plan. The amounts contributed by usuihoQCII are not segregated or restricted to
pay amounts due to our employees and may be uggdtme benefits to other employees of QCllI'sliaties. Historically, QCII has only
required us to pay our portion of their post-retiesat contribution.

Historical View
The following table summarizes cash flowaties for the six months ended June 30, 2009 20@B:

Six Months Ended June 30,

Increase/ %
2009 2008 (Decrease  Change
(Dollars in millions)
Cash flows
Provided by operating activitie $1,70¢ $1,68: $ 22 1%
Used for investing activitie 552 781 (229) (29)%
Used for financing activitie 47¢ 80C (327) (40)%

Operating Activities
Cash provided by operating activities heamained relatively flat.
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Investing Activities

Cash used for investing activities decrdgmamarily due to lower capital expenditures aodér net purchases of investments in secul
managed by QSC.

Financing Activities

Cash used for financing activities decrdgmgmarily due to our issuance of $811 millionSgnior Notes in April 2009, which resulted in
net proceeds of $738 million.

We paid cash dividends of $1.200 billior &1.000 billion for the six months ended JuneZ8M9 and 2008, respectively. We may
declare and pay dividends to QSC in excess of auniegs to the extent permitted by applicable 1@uwr debt covenants do not limit the
amount of dividends we can pay to QSC.

We were in compliance with all provisiomslacovenants of our borrowings as of June 30, 2009.
Letters of Credi

We maintain letter of credit arrangemenith warious financial institutions for up to $110llion. As of June 30, 2009, we had
outstanding letters of credit of approximately $6#ion.

Risk Managemen

We are exposed to market risks arising fotranges in interest rates. The objective of ow@rést rate risk management program is to
manage the level and volatility of our interestexge. We currently use derivative financial instents to manage our interest rate risk
exposure and we may continue to employ them irfuhee.

Near-Term Maturities

As of June 30, 2009, we had $500 milliorooig-term notes maturing in the subsequent 12 hsom/e would be exposed to changes in
interest rates at any time that we choose to mnefieany of this debt. A hypothetical increase df h@sis points in the interest rate on a
refinancing of the entire current portion of loregrh notes would decrease quarterly pre-tax eartipggproximately $1 million.

Floating-Rate Debt

One objective of our short-term debt stygtis to take advantage of favorable interest rayesffectively converting floating rate debt to
fixed rate debt using interest rate swaps. As 0BR0, 2009 and December 31, 2008, we had $75@mdf floating-rate debt outstanding, of
which $250 million was exposed to changes in irserates. This exposure is linked to the Londoarlnk Offered Rate, or LIBOR. A
hypothetical increase of 100 basis points in LIB@Ritive to the $250 million of floating-rate dehat is exposed to changes in interest rates
would decrease quarterly pre-tax earnings by less $1 million.

Investments

As of June 30, 2009, our cash and investsnmanaged by QSC included $904 million investekigily liquid cash-equivalent
instruments, $48 million invested in auction ragewgities and $7 million in an investment fund.iAerest rates change, so will the interest
income derived from these instruments. Assumingttiese investment balances were to remain constdnypothetical decrease of 100 basis
points in interest rates would decrease quartedyt@x earnings by approximately $2 million.
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Off-Balance Sheet Arrangements

We have no special purpose or limited psepentities that provide off-balance sheet finagydilquidity, or market or credit risk support,
and we do not engage in leasing, hedging, researdidevelopment services or other relationshipsetkgose us to any significant liabilities
that are not reflected on the face of the condeneadolidated financial statements. There wereubgtantial changes to our off-balance sheet
arrangements or contractual commitments in thengirths ended June 30, 2009, when compared toshslires provided in our Annual
Report on Form 10-K for the year ended DecemhbePGQ8.

Website Access and Important Investor Information

Our website addresswsw.qwest.com, and we routinely post important investor inforioatin the "Investor Relations” section of our
website atvwww.qwest.convabout/investor . The information contained on, or that may be ased through, our website is not part of this repor

Special Note Regarding Forward-Looking Statements

This Form 10-Q contains or incorporateséfgrence forward-looking statements about oumfiie condition, operating results and
business. These statements include, among others:

. statements concerning the benefits that we exp#latesult from our business activities and cert@amsactions we have
completed, such as increased revenue, decreasedsegiand avoided expenses and expenditures; and

. statements of our expectations, beliefs, futuregpknd strategies, anticipated developments ar otatters that are n
historical facts.

These statements may be made expresdtjsidocument or may be incorporated by referenagher documents we have filed or will*
with the Securities and Exchange Commission, or.S&@ can find many of these statements by lookamgvords such as "may," "would,"
“could," "should," "plan," "believes," "expectsdriticipates," "estimates," or similar expressiossdiin this document or in documents
incorporated by reference in this document.

These forward-looking statements are stitigecumerous assumptions, risks and uncertaititetsmay cause our actual results to be
materially different from any future results exped or implied by us in those statements. Somkesit risks are described in Iltem 1A of
Part Il of this report.

These risk factors should be considerezbimection with any written or oral forward-lookistatements that we or persons acting on our
behalf may issue. Given these uncertainties, wearainvestors not to unduly rely on our forwdabking statements. We do not undertake
obligation to review or confirm analysts' expea®a$ or estimates or to release publicly any remsio any forward-looking statements to
reflect events or circumstances after the dathiefdocument or to reflect the occurrence of urgrdied events. Further, the information about
our intentions contained in this document is aestent of our intentions as of the date of this doent and is based upon, among other things,
the existing regulatory environment, industry cdiodis, market conditions and prices, the econongeimeral and our assumptions as of such
date. We may change our intentions, at any timevdtitbut notice, based upon any changes in sudbrgadn our assumptions or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The information under the heading "Risk dlgament" in Iltem 2 of Part | of this report is imparated herein by reference.
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ITEM 4. CONTROLS AND PROCEDURES

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

Under the supervision and with the parttign of our management, including our Chief ExamuOfficer and Chief Financial Officer, v
evaluated the design and operation of our discéosantrols and procedures (as defined in Ruleslb8a) and 15d-15(e) of the Securities
Exchange Act of 1934, or the "Exchange Act") adwife 30, 2009. On the basis of this review, ouragament, including our Chief Executive
Officer and Chief Financial Officer, concluded tloatr disclosure controls and procedures are dedjgrel are effective, to give reasonable
assurance that the information required to be alisxl by us in reports that we file under the Exgkafict is recorded, processed, summarized
and reported within the time periods specifiechia tules and forms of the SEC and to ensure tfaniation required to be disclosed in the
reports filed or submitted under the Exchange A@dcumulated and communicated to our managemehiding our Chief Executive Officer
and Chief Financial Officer, in a manner that akbotimely decisions regarding required disclosure.

There were no changes in our internal abaiver financial reporting that occurred in theagd quarter of 2009 that materially affected,
or are reasonably likely to materially affect, anternal control over financial reporting.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information contained in Note 9—Comnents and Contingencies to our condensed consdlidiaizncial statements in Iltem 1 of
Part | of this report is incorporated herein byerehce.

ITEM 1A. RISK FACTORS
Risks Affecting Our Business

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

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

We are continually evaluating our resporiedbese competitive pressures. Some of our nement responses are product bundling and
packaging and QCII's and our continuing focus cstmmer service. However, we may not be successthiese efforts. We may not be able to
distinguish our service levels from those of oumpetitors, and we may not be successful in intégyatur product offerings, especially
products for which we act as a reseller or salesntaguch as wireless services and video senicib®se initiatives are unsuccessful or
insufficient, we are otherwise unable to sufficlgrstem or offset our continuing access line loss®s our revenue declines significantly
without corresponding cost reductions, this wouddeasely affect our operating results and financaddition, as well as our ability to service
debt and pay other obligations.

Unfavorable general economic conditions in the Uadt States could negatively impact our operatingules and financial condition.

Unfavorable general economic conditionsluding the current recession in the United Statebthe recent financial crisis affecting the
banking system and financial markets, could negstiaffect our business. While it is often diffitfr us to predict the impact of general
economic conditions on our business, these comdittould adversely affect the affordability of ammhsumer demand for some of our prod
and services and could cause customers to shdtver priced products and services or to delayoayd purchases of our products and serv
One or more of these circumstances could causesganue to decline. Also, our customers may nathde to obtain adequate access to credit,
which could affect their ability to make timely pagnts to us. If that were to occur, we could beiiregl to increase our allowance for doubtful
accounts, and the number of days outstanding foaotounts receivable could increase. In addit@rdiscussed below under the heading
"Risks Affecting our Liquidity," due to recent tuaihin the credit markets and the continued dediinghe economy, we may not be able to
refinance maturing debt at terms that are as féleras those from which we previously benefitedeahs that are acceptable to us or at all.
For these reasons, among others, if the curremiociz conditions persist or decline, this couldexdely affect our operating results and
financial condition, as well as our ability to sieesdebt and pay other obligations.

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

The telecommunications industry has expesge some consolidation, and several of our cotagpethave consolidated with other
telecommunications providers. This consolidatiosules in
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competitors that are larger and better financedadftids our competitors increased resources aeaktgr geographical reach, thereby enabling
those competitors to compete more effectively agjais. We have experienced and expect furtheraserepressures as a result of this
consolidation and in turn have been and may coetinwbe forced to respond with lower profit margioduct offerings and pricing plans in an
effort to retain and attract customers. These presscould adversely affect our operating resultsfmancial condition, as well as our ability
to service debt and pay other obligations.

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

The telecommunications industry is expetieg significant technological changes, and oulitglib execute our business plans and
compete depends upon our and our affiliates' gltditdevelop and deploy new products and serviesh as broadband, wireless, video and
VolIP services. The development and deployment of pr@ducts and services could also require suliatapenditure of financial and other
resources in excess of contemplated levels. Ifienat able to develop new products and servic&e¢p pace with technological advances, or
if those products and services are not widely aeckpy customers, our ability to compete could dheeesely affected and our market share
could decline. Any inability to keep up with chasge technology and markets could also adversébctbur operating results and financial
condition, as well as our ability to service dehd pay other obligations.

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

We rely on reseller and sales agency aaegts with other companies to provide some o§émeices that we sell to our customers,
including video services and wireless productsserdices. If we fail to extend or renegotiate thesangements as they expire from time to
time or if these other companies fail to fulfilleiih contractual obligations to us or our customesxs may have difficulty finding alternative
arrangements and our customers may experienceptiara to their services. In addition, as a resa@ltesales agent, we do not control the
availability, retail price, design, function, quglireliability, customer service or branding oésie products and services, nor do we directly
control all of the marketing and promotion of theseducts and services. To the extent that thdssr abmpanies make decisions that
negatively impact our ability to market and se#ittproducts and services, our business plans aald @nd our reputation could be negatively
impacted. If these reseller and sales agency araegts are unsuccessful due to one or more of these our business and operating results
may be adversely affected.

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

From time to time, we receive notices fritnind parties or are named in lawsuits filed bydtparties claiming we have infringed or are
infringing upon their intellectual property rightt/e may receive similar notices or be involvedimikar lawsuits in the future. Responding to
these claims may require us to expend signifidame tnd money defending our use of affected tedgylmay require us to enter into
licensing agreements requiring royalty paymentsweawould not otherwise have to pay or may requé¢o pay damages. If we are required
to take one or more of these actions, our profitgims may decline. In addition, in responding test claims, we may be required to stop
selling or redesign one or more of our productsesvices, which could significantly and adversdfge the way we conduct business.
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Risks Relating to Legal and Regulatory Matters

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

As described in Note 9—Commitments and @getcies to our condensed consolidated finantagéments in Item 1 of Part | of this
report, the securitieselated matters, including the KPNQwest matteras@nt material and significant risks to QCIl andlnghe aggregate, t
plaintiffs in the KPNQwest matters seek billionsdoflars in damages. In addition, the outcome & onmore of these matters could have a
negative impact on the outcomes of the other mat@€II continues to defend against these matiggously and is currently unable to
provide any estimate as to the timing of their haison.

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

Further, there are other material procegslppending against QCII as described in Note 9—Citmemts and Contingencies to our
condensed consolidated financial statements in lterhPart | of this report that, depending on ttloeitcome, may have a material adverse
effect on QCII's and our financial position. Thu& can give no assurances as to the impacts oriS@@Ud our operating results or financial
condition as a result of these matters.

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

We are subject to significant state anefabregulation. Interstate communications (inahgdinternational communications that originate
or terminate in the U.S.) are regulated by the Fdd@ommunications Commission or FCC, pursuanhéo@ommunications Act of 1934, as
amended by the Telecommunications Act of 1996,athdr laws. Intrastate communications are regulbyestate utilities commissions
pursuant to state utility laws. Generally, we nulsiain and maintain certificates of authority frtime FCC and regulatory bodies in most states
where we offer regulated services and must obtaar pegulatory approval of rates, terms and coodg for regulated services, where requi
We are subject to numerous, and often quite detaitgjuirements under federal, state and local,laviss and regulations. Accordingly, we
cannot ensure that we are always in compliance aliitthese requirements at any single point in tifitee agencies responsible for the
enforcement of these laws, rules and regulationsimtiate inquiries or actions based on custonwnglaints or on their own initiative.

Regulation of the telecommunications induit changing rapidly, and the regulatory envir@mtnvaries substantially from state to state.
A number of state legislatures and state utilitynodssions have adopted reduced or modified formegilation for retail services. These
changes also generally allow more flexibility fate changes and for new product introduction, heg enhance our ability to respond to
competition. At the same time, some of the chamgd®th the state and federal level may have titengial effect of reducing some regulatory
protections, including having FCC-approved
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tariffs that include rates, terms and conditiongspite these regulatory changes, a substantiabpart our local voice services revenue rem
subject to FCC and state utility commission priciagulation, which could expose us to unanticipgiece declines. For instance, in 2009 the
state utility commissions in Arizona, New Mexicadadinnesota will be considering whether to renew phice cap plans that govern the rates
that we charge in each of these states. The F@Bdsconsidering changing the rates that carri@nscharge each other for originating, carry
and terminating traffic and for local access féieiti. Also under review by the FCC and state corsimnis are the intercarrier compensation
issues arising from the delivery of traffic destrfer entities that offer conference and chat 8eevices for free (known in the industry as
"access stimulation," or "traffic pumping"), andtadffic bound for Internet service providers thedss local exchange boundaries (known as
"VNXX traffic”). There can be no assurance thatifetregulatory, judicial or legislative activitiasll not have a material adverse effect on our
operations, or that regulators or third partied madlt raise material issues with regard to our cliempe or noncompliance with applicable
regulations.

All of our operations are also subject teadety of environmental, safety, health and oth@rernmental regulations. We monitor our
compliance with federal, state and local regulatigaverning the management, discharge and dispbbakzardous and environmentally
sensitive materials. Although we believe that weeinrcompliance with these regulations, our managendischarge or disposal of hazardous
and environmentally sensitive materials might expos to claims or actions that could have a matadweerse effect on our business, financial
condition and operating results.

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, continues torgaignificant debt. As of June 30, 2009, our cdidsted debt was approximately $8.3 billion,
which was included in QCII's consolidated debtmbr@ximately $14.1 billion as of that date. Approxgitely $6.4 billion of QCII's debt, which
includes approximately $2.8 billion of our debtightions, comes due over the next three years$bhkbillion amount also includes
$1.265 billion of QCII's 3.50% Convertible Seniootids due 2025 (referred to as the 3.50% Converdibleor Notes), which QCII may elect
redeem at any time on or after November 20, 20t0haiders may require QCII to repurchase for cashNovember 15, 2010. In addition,
holders of these 3.50% Convertible Senior Notes atsy elect to convert the principal of their nates cash during periods when specified,
marketbased conversion requirements are met. While wetly believe QCIl and we will have the finandiasources to meet our obligati
when they come due, we cannot fully anticipatefature condition or that of QCII, the credit marketr the economy generally. We may have
unexpected costs and liabilities, and we may hiawield access to financing. In addition, QCIl hd93% million of potential stock repurchases
remaining under its previously disclosed stock repase program, and it is the current expectatidp@ll's Board of Directors that QCII will
continue to pay a quarterly cash dividend. Casl bgeQCII to purchase its common stock or to paydginds will not be available for other
purposes, including the repayment of debt.

We may periodically need to obtain finamcin order to meet our debt obligations as theyeadre. Due to recent turmoil in the credit
markets and the continued decline in the economymay not be able to refinance maturing debt atg¢hat are as favorable as those from
which we previously benefited, at terms that aeptable to us or at all. We may also need to oladditional financing or investigate other
methods to generate cash (such as further costtieds or the sale of assets) if revenue and ceshided by operations decline, if economic
conditions continue to weaken, if competitive ptess increase, if holders of the 3.50% Convert##aior Notes elect to convert their notes
because market-based conversion provisions aremnetjuire QCII to repurchase their notes
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for cash on November 15, 2010, if QCII or we arguieed to contribute a material amount of cash @IQ pension or other post-retirement
benefit plans or if QCII becomes subject to sigmifit judgments or settlements in one or more ofrtaters discussed in Note 9—
Commitments and Contingencies to our condensecdtidated financial statements in Item 1 of Part this report. We can give no assurance
that this additional financing will be available terms that are acceptable to us or at all. Alsomay be impacted by factors relating to or
affecting our liquidity and capital resources dogérception in the market, impacts on our cretihgs or provisions in our financing
agreements that may restrict our flexibility undertain conditions.

QCllI's $945 million revolving credit fadyi (referred to as the Credit Facility), which isnently undrawn, has a cross payment default
provision, and the Credit Facility and certain otlebt issues of QCII and its other subsidiariasehaoss acceleration provisions. When
present, these provisions could have a wider impadiquidity than might otherwise arise from aaldf or acceleration of a single debt
instrument. As a subsidiary of QCII, any such eventld adversely affect our ability to conduct Imesis or access the capital markets and
adversely impact our credit ratings. In additidre Credit Facility contains various limitations¢lmding a restriction on using any proceeds
from the facility to pay settlements or judgmergkating to the securities-related actions discugsétbte 9—Commitments and Contingencies
to our condensed consolidated financial statermartem 1 of Part | of this report.

The degree to which we, together with Q@tg leveraged may have other important limitingsemuences, including the following:

. placing us at a competitive disadvantage as cordpaith our less leveraged competitc

. making us more vulnerable to downturns in genezahemic conditions or in any of our busines:

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we operate; and

. impairing our ability to obtain additional finangjrin the future for working capital, capital expéndes or general corporate
purposes.

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

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

Adverse changes in the value of assets or obligaiassociated with QCII's employee benefit plansiiconegatively impact QCII's
stockholders' equity balance, which may in turn efft our business and liquidity

Our employees participate in employee hiepkfns sponsored by QCII.

QCII maintains a qualified pension plamoa-qualified pension plan and post-retirement fiepkans. The funded status of these plans is
the difference between the value of all plan assetsbenefit obligations under these plans. Thegqa® of calculating benefit obligations is
complex. Adverse changes in interest rates or makaditions, among other assumptions and factangld cause a significant increase in
QCII's benefit obligations or a significant decreas the value of plan assets. With respect to @@lalified pension plan, adverse changes
could require QCII to contribute a
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material amount of cash to the plan or could acagdehe timing of any required cash payments.arheunts contributed by us through QCII
are not segregated or restricted and may be ugaovale benefits to employees of QCII's other glibges. QCII determines our cash
contribution and, historically, has only requiregita pay our portion of its required pension cdmition. QCII may be required to make cash
contributions to this plan as early as 2010. Futnaterial cash contributions, if any, could havesgative impact on QCII's liquidity by
reducing its cash flows which in turn could affear liquidity.

In addition, QCII's condensed consoliddiathnce sheets indirectly reflect the value opkdh assets and benefit obligations under these
plans. The accounting for employee benefit plarc®mplex, and significant increases in QClI's bimdfligations or significant decreases of
the value of plan assets can occur without necigsgapacting QCII's net income in the short tedmaddition, QCII's benefit obligations col
increase significantly if it needs to unfavorabdyise the assumptions it used to calculate th@atitins. The value of QCII's plan assets was
several times larger than QCII's stockholders'tgcps of December 31, 2007. However, asset valeesedsed significantly in 2008, which
caused QCII's previous stockholders' equity pasitibbecome a deficit position as of December BD82 Stockholders' equity or deficit is one
of several measures used by certain customerserdbys, among others, to evaluate a company'sci@agondition. As such, QCII's current
stockholders' deficit position or any future inges in its stockholders' deficit could adverselpét QCII's competitiveness in obtaining
favorable purchase arrangements and make it malenging to compete for certain sales contractsyray other things.

Because we are a wholly owned subsidiai@®fl, these events could adversely affect ouiitgtiib conduct business or to access the
capital markets.

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

We regularly declare and pay dividendsupdirect parent, QSC. We may declare and pay e€indg in excess of our earnings to the e
permitted by applicable law, which may consumegaificant amount of the cash we generate. Our deb¢nants do not limit the amount of
dividends we can pay to our parent.

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

The terms of QCIlI's and our debt instruraga@rmit both QCII and us to incur additional intelmess. Additional debt may be necessary
for many reasons, including to adequately resporabinpetition, to comply with regulatory requirernteerelated to our service obligations or
for financial reasons alone. Incremental borrowiogborrowings at maturity on terms that imposeitgaital financial risks to our various
efforts to improve our operating results and finahcondition could exacerbate the other risks dbed in this report.

Other Risks Relating to Qwest

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

The preparation of financial statements iatated disclosures in conformity with U.S. geffigraccepted accounting principles requires
management to make judgments, assumptions andagssitihat affect the amounts reported in our catesteld financial statements and
accompanying notes. Our critical accounting poficiehich are described in our Annual Report on Fb@aK for the year ended December 31,
2008, describe those significant accounting pdieied methods used in the preparation of our ciofadet! financial statements that are
considered “critical" because they require judgmemssumptions and estimates that materially imparctonsolidated financial statements
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related disclosures. As a result, if future evemtassumptions differ significantly from the judgm® assumptions and estimates in our critical
accounting policies, these events or assumptionk dwmve a material impact on our consolidatedrioia statements and related disclosures.

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

We are included in the consolidated fede@me tax return of QCII. As such, we could beesally liable for tax examinations and
adjustments attributed to other members of the @@illated group. As a significant taxpayer, Q@lIsubject to frequent and regular audits by
the Internal Revenue Service, or IRS, as well @t® $tnd local tax authorities. These audits coulifest us to tax liabilities if adverse positions
are taken by these tax authorities.

In April 2008, QCII received from the IRBoposed adjustments on several issues for the 2002005 audit cycle. Based on QCII's and
our evaluation of the IRS's positions reflectethi@ proposed adjustments, we have not recordedexiadadjustment of our unrecognized tax
benefits. However, there can be no assurance BHtaDd the IRS will reach settlements on any efthissues or that, if QCII does reach
settlements, the terms will be favorable to us.

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

We believe that we have adequately providetax contingencies. However, QCII's tax auditsl examinations may result in tax
liabilities that differ materially from those thae have recorded in our condensed consolidateddiabstatements. Because the ultimate
outcomes of all of these matters are uncertaingamegive no assurance as to whether an adverdefresuone or more of them will have a
material effect on our financial results.

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

We are a party to collective bargaininge@gnents with our labor unions, which represengaifitant number of our employees. Our
current four-year agreements with the CommunicatMorkers of America and the International Brotloeidh of Electrical Workers expire on
October 6, 2012. Although we believe that our retet with our employees and unions are satisfactaryassurance can be given that we will
be able to successfully extend or renegotiate olleative bargaining agreements as they expire ftiome to time. The impact of future
negotiations, including changes in wages and beleetls, could have a material impact on our foiahresults. Also, if we fail to extend or
renegotiate our collective bargaining agreemehtsgnificant disputes with our unions arise, oolfr unionized workers engage in a strike or
other work stoppage, we could incur higher ongdétogpr costs or experience a significant disruptibnperations, which could have a material
adverse effect on our business.
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ITEM 6. EXHIBITS

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

Exhibit
Number Description
(3.1) Restated Articles of Incorporation of Qwest Corpiora(incorporated by reference to Qwest CorporesidAnnual Report on Form -

K for the year ended December 31, 1997, File Na-03040).

(3.2) Articles of Amendment to the Articles of Incorpdoat of Qwest Corporation (incorporated by referettc®west Corporation's
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'suédhReport on Form 10-K
for the year ended December 31, 2002, File No-03040).

(4.1) Indenture, dated as of April 15, 1990, by and betwiglountain States Telephone and Telegraph Comaathyl he First National Ba
of Chicago (incorporated by reference to Qwest Gation's Annual Report on Form ¥0for the year ended December 31, 2002,
No. 002-03040).

(4.2) First Supplemental Indenture, dated as of April1l991, by and between U S WEST Communications,dnd.The First National
Bank of Chicago (incorporated by reference to Qusporation's Annual Report on Form 10-K for tleayended December 31,
2002, File No. 00-03040).

(4.3) Indenture, dated as of October 15, 1999, by andd®i U S West Communications, Inc. and Bank OnstT@ompany, N.A.
(incorporated by reference to Qwest Corporatiomaual Report on Form 10-K for the year ended Deearhh, 1999, File No. 001-
03040).

(4.4) Officer's Certificate of Qwest Corporation, datedo& March 12, 2002 (including forms of 88 % notes due March 15, 2012)
(incorporated by reference to Qwest Corporationisn-<-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 Communicatioternational Inc.'s Quarterly Report on Form 18eQthe quarter ended
September 30, 2004, File No. (-15577).

(4.6) Second Supplemental Indenture, dated as of Noveg®ex004, by and between Qwest Corporation and BaBk National
Association (incorporated by reference to Qwesip@ration's Current Report on Form 8-K filed Novemb®, 2004, File No. 001-
03040).

(4.7) Third Supplemental Indenture, dated as of Jun@Qd5, by and between Qwest Corporation and U.Sk Betional Association
(incorporated by reference to Qwest Corporationigéht Report on Form-K filed June 23, 2005, File No. 0-03040).

(4.8) Fourth Supplemental Indenture, dated August 8, 2B9&nd between Qwest Corporation and U.S. Bartloha Association
(incorporated by reference to Qwest Corporationsé€ht Report on Form-K filed August 8, 2006, File No. 0-03040).

(4.9) Fifth Supplemental Indenture, dated May 16, 20Q7aiid between Qwest Corporation and U.S. Bank Natidssociation
(incorporated by reference to Qwest Corporationigéht Report on Form-K filed May 18, 2007, File No. 0(-03040).
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Exhibit

Number Description

(4.10, Sixth Supplemental Indenture, dated April 13,208y and between Qwest Corporation and U.S. BaatioNal Association
(incorporated by reference to Qwest Corporationsé€ht Report on Form-K filed April 13, 2009, File No. 0C-03040).

(10.1 Registration Rights Agreement, dated April 13, 20@ong Qwest Corporation and the initial purchatisted therein (incorporated
by reference to Qwest Corporation's Current Repofform K filed April 13, 2009, File No. 0C-03040).

(10.2, Aircraft Time Sharing Agreement, dated Decembe(D8, by and between Qwest Corporation and Edwaldugller (incorporated
by reference to Qwest Communications Internatiémals Annual Report on Form 10-K for the year ehBecember 31, 2008, File
No. 002-15577).

12 Calculation of Ratio of Earnings to Fixed Char¢
31.1 Chief Executive Officer Certification pursuant tection 302 of the Sarbar-Oxley Act of 2002
31.Zz Chief Financial Officer Certification pursuant tecion 302 of the Sarbar-Oxley Act of 2002

32 Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002

( ) Previously filed.

In accordance with Item 601(b) (4) (i) (&f Regulation S-K, copies of certain instrumeag$ining the rights of holders of certain of our
long-term debt are not filed herewith. Pursuarthts regulation, we hereby agree to furnish a amfpgny such instrument to the SEC upon
request.
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SIGNATURE

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf by
the undersigned thereunto duly authorized.

QWEST CORPORATION

By: /s/ R. WILLIAM JOHNSTON

R. William Johnston
Senior Vice President, Controller and
Chief Accounting Officer
(Chief Accounting Officer and
Duly Authorized Officer)

July 29, 2009
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Exhibit 12

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

Six
Months
Ended
June 30
Years Ended December 31
2009 2008 2007 2006 2005 2004
Income from continuing operations before incomegaxdiscontinued operations ar
cumulative effect of changes in accounting prines $1,04C $2,267 $2,44C $1,88: $1,62¢ $1,871
Add: estimated fixed charg 34t 671 682 70C 70C 68¢€
Add: estimated amortization of capitalized inte! 5 12 10 10 12 12
Less: interest capitalize 4 (14) (12 (12 (10 (12
Total earnings available for fixed charg $1,38¢ $2,93¢ $3,12( $2,58( $2,33C $2,557
Estimate of interest factor on rent $ 33 & 68 ¢ 62 $ 72 $ 82 $ 75
Interest expense, including amortization of prensudiscounts and debt issual
costs(1) 30¢ 58¢ 60¢ 61€ 60¢ 59¢
Interest capitalize 4 14 12 12 10 12
Total fixed charge $ 34t $ 671 $ 68z $ 70C $ 70C $ 68¢€
Ratio of earnings to fixed charg 4.C 4.4 4.€ 3.7 3.3 3.7

1) Interest expense includes only interest relatddrig-term borrowings and capital lease obligatic
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Edward A. Mueller, certify that:
1. | have reviewed this quarterly report on Forn-Q of Qwest Corporatior
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omdt&te a material fact necessary to

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

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

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

a) Designed such disclosure controls and proceduregused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

C) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimetport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d) Disclosed in this report any change in the regitsanternal control over financial reporting tlvacurred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

5. The registrant's other certifying officer(s) anlaalve disclosed, based on our most recent evaluatimrternal control over financi
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

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

b) Any fraud, whether or not material, that involvearmagement or other employees who have a signifrodain the registrant
internal control over financial reporting.

Date: July 29, 2009

/sl EDWARD A. MUELLER

Edward A. Mueller
Chief Executive Officer
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
[, Joseph J. Euteneuer, certify that:
1. | have reviewed this quarterly report on Forn-Q of Qwest Corporatior
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omdt&te a material fact necessary to

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

3. Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

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

a) Designed such disclosure controls and proceduregused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being preszh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

C) Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimetport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d) Disclosed in this report any change in the regitsanternal control over financial reporting tlvacurred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

5. The registrant's other certifying officer(s) anlaalve disclosed, based on our most recent evaluatimrternal control over financi
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

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

b) Any fraud, whether or not material, that involvearmagement or other employees who have a signifrodain the registrant
internal control over financial reporting.

Date: July 29, 2009

/sl JOSEPH J. EUTENEUER

Joseph J. Euteneuer
Executive Vice President and Chief Financial Officer




QuickLinks

CERTIFICATION OF CHIEF FINANCIAL OFFICER



QuickLinks-- Click here to rapidly navigate through this dioant
Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifiesttie purposes of section 1350 of chapter 63tlef18 of the United States Code, as adopted
pursuant to Section 906 of the Sarba@edey Act of 2002, in his capacity as an officer@ivest Corporation ("Qwest"), that, to his knowle¢
the Quarterly Report of Qwest on Form 10-Q fordharter ended June 30, 2009, fully complies withréquirements of Section 13(a) of the
Securities Exchange Act of 1934 and that the infdiom contained in such report fairly presentslinmaterial respects, the financial condition
and results of operations of Qwest. This writterieshent is being furnished to the Securities arch&mge Commission as an exhibit to such
Form 10-Q. A signed original of this statement hasn provided to Qwest and will be retained by Qwasd furnished to the Securities and
Exchange Commission or its staff upon request.

Dated: July 29, 200 By: /sl EDWARD A. MUELLER
Edward A. Mueller
Chief Executive Officer
Dated: July 29, 2009 By: /s/ JOSEPH J. EUTENEUER

Joseph J. Euteneuer
Executive Vice President and Chief Financial Officer
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