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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.

. Access Lines. Telephone lines reaching from the customer's @esrto a connection with the public switched thtepe
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 utilizitega 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 thraxggting
telephone lines that operate at higher speedsdiadwip access.

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

. Data Integration. Telecommunications equipment located on customesmises and related professional services. These
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 peosedo 10 gigabits per second.

. Facility Costs. Third-party telecommunications expenses we ificuusing other carriers' networks to provide seggito our
customers.

. Fiber to the Node (FTTN). A type of telecommunications network that combifibel-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 high-speed data switching technology used primarilyiterconnect multiple local network
. Hosting Services. The providing of space, power, bandwidth and rgadaservices in data cente
. Incumbent Local Exchange Carrier (ILEC). A traditional telecommunications provider thaippto 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 digitalsmission technology to supg
voice, video and data communications applicatiores ocegular telephone lines.

. Internet Protocol (IP). Those protocols that facilitate transferring mf@tion in packets of data and that enable eackepat a
transmission to "tell" the data switches it encemiwvhere it is headed and enables the computezaanend to confirm that
message has been accurately transmitted and rdceive
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. Managed Services. Customized, turnkey solutions for integrated dateernet and voice services offered to businesskets
customers. These services include a diverse comityinaf emerging technology products and servisash as VolP, Ethernet,
MPLS, hosting services and advanced voice servies) as web conferencing and call center solutidiost of these services
can be performed from outside our customers' iataratworks, with an emphasis on integrating antifgeg Internet security
for applications and content.

. Multi-Protocol Label Switching (MPLS). A standardsypproved data networking technology that is a $uitestfor existing ATV
and frame relay networks and that can deliver thadity of service required to support real-timecgand video, as well as
service level agreements that guarantee bandwitith.S is deployed by many telecommunications prosdad large
enterprises for use in their own national networks.

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

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

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

. Universal Service Funds (USF). Federal and state funds established to prometavthilability 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 withjpualic network (such as the Internet) by me
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 wide gaplic area, such as a state or country. A W

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 Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
(Dollars in millions)

Operating revenue

Operating revenu $ 199 $ 2,13« $ 6,107 $ 6,462
Operating reveni—affiliates 407 422 1,26t 1,32¢
Total operating revent 2,40z 2,55¢ 7,372 7,78

Operating expense
Cost of sales (exclusive of depreciation .

amortization) 382 462 1,12C 1,30¢
Selling 394 471 1,26¢ 1,38¢
General, administrative and other opera 464 41¢ 1,38¢ 1,251
Affiliates 47 60 12¢ 15C
Depreciation and amortizatic 49t 528 1,482 1,551
Total operating expens: 1,782 1,93¢ 5,384 5,64z
Operating incom 62C 62C 1,98¢ 2,14¢
Other expense (incom—net:
Interest expense on lo-term borrowing—net 162 14& 471 444
Other—net (16) @) 4 @)
Total other expense (incon—net 147 13¢€ 47E 437
Income before income tax 473 482 1,51: 1,70¢
Income tax expens 18C 183 57¢ 64¢
Net income $ 292 $ 29¢ $ 93¢ $ 1,05¢

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

1
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QWEST CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

September 30 December 31
2009 2008
(Dollars in millions)

ASSETS

Current assett

Cash and cash equivalel $ 1,07C $ 238

Accounts receivab—net of allowance of $53 and $52, respecti 81¢ 907

Accounts receivab—affiliates 65 127

Deferred income tax—net 19C 20z

Prepaid expenses and ot 24C 241
Total current asse 2,38t 1,711
Property, plant and equipm~—net 10,80« 11,44:
Capitalized softwar—net 862 844
Prepaid pensic—affiliate 96¢ 1,047
Other 32C 40C
Total asset $ 15,337 $ 15,44

LIABILITIES AND STOCKHOLDER'S EQUITY
Current liabilities:

Current portion of lon-term borrowings $ 511 $ 19
Accounts payabl 42~ 43C
Accounts payab—affiliates 97 224
Dividends payab—Qwest Services Corporatic 10C 40C
Accrued expenses and ott 90t 891
Current portion of post-retirement and other posplyment
benefits and oth—affiliates 17¢€ 17¢
Deferred revenue and advance billit 39¢ 40¢
Total current liabilities 2,612 2,557
Long-term borrowings-ret of unamortized debt discount and oths
$157 and $103, respective 7,84¢ 7,56¢
Post-retirement and other post-employment benafitsother—
affiliates 2,60t 2,597
Deferred income tax—net 1,20« 1,26
Other 571 677
Total liabilities 14,83: 14,65

Commitments and contingencies (Note

Stockholder's equity
Common stoc—one share without par value, owned by Qv

Services Corporatio 11,297 11,32¢
Accumulated defici (10,79) (10,540
Total stockholder's equit 50C 78€
Total liabilities and stockholder's equ $ 15,337 $ 15,44

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

2
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QWEST CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Nine Months Ended
September 30,
2009 2008
(Dollars in millions)

Operating activities

Net income $ 93t $ 1,05¢
Adjustments to reconcile net income to net cashigesl by operating
activities:
Depreciation and amortizatic 1,48 1,551
Deferred income taxe (70 281
Provision for bad de—net 67 65
Other nol-cash charge—net 9 22
Changes in operating assets and liabilit
Accounts receivabl 24 29
Accounts receivab—affiliates 61 (42
Prepaid expenses and other current a: 11 29
Accounts payable and accrued expenses and othrentliabilities 17 (87)
Accounts payable and accrued expenses and othentliabilities—
affiliates (23¢) (50
Deferred revenue and advance billii (28) (22)
Other nol-current assets and liabilities including affilia 70 (109)
Cash provided by operating activiti 2,44: 2,72
Investing activities
Expenditures for property, plant and equipment caqtalized softwar (821) (1,115
Changes in interest in investments managed by Q8esices Corporatio (D) (32)
Other (6) 13
Cash used for investing activiti (82¢) (1,139
Financing activities
Proceeds from lor-term borrowings 73¢ —
Repayments of lor-term borrowings, including current maturiti (20 (22
Repayments of long-term borrowings, including cormaaturities—
affiliates — (22
Dividends paid to Qwest Services Corpora (1,500 (2,800
Equity infusions from Qwest Services Corporal — 231
Other 4 16
Cash used for financing activiti (77¢) (1,597)
Cash and cash equivaler
Increase (decrease) in cash and cash equivi 837 3
Beginning balanc 23< 29z
Ending balanci $ 1,07 $  28¢

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

3
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
For the Three and Nine Months Ended September 30009

(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 nine memitisd September 30, 2009 have been
prepared in accordance with the instructions fanF@0-Q. In compliance with those instructions taierinformation and footnote disclosures
normally included in consolidated financial statetseprepared in accordance with U.S. generally@edeaccounting principles have been
condensed or omitted. We believe that the discéssaorade are adequate such that the informatioenezsis not misleading. We have
evaluated subsequent events through October 28, B8 date these financial statements were is8Mechave reclassified certain prior year
revenue and expense amounts presented in our Qudteport on Form 10-Q for the three and nine rhemnded September 30, 2008 to
conform to the current period presentation andhéopresentation of 2008 results of operations @rediuin our Annual Report 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 September 30, 2009 andlifperiods presented. These condensed
consolidated financial statements should be readmjunction with the audited consolidated finahstatements and the notes thereto included
in our Annual Report on Form 10-K for the year eh@&cember 31, 2008.

The condensed consolidated results of dipasafor the three and nine months ended SepteBthe2009 and the condensed consolidated
statement of cash flows for the nine months endgaeBnber 30, 2009 are not necessarily indicativbefesults or cash flows expected for
full year or of the results we would have attaihed we operated as a stand-alone entity duringehieds presented.

Use of Estimates

Our condensed consolidated financial stateémare prepared in accordance with U.S. genaratlgpted 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, bas@dormation available at the time they
were made. These estimates, intercompany allocgtodgments and assumptions can affect the rapartmunts of assets, liabilities and
components of equity as of the dates of the coretbosnsolidated balance sheets, as well as thetegpamounts of

4
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)

Note 1: Basis of Presentation (Continued)

revenue, expenses and components of cash flowsgdilmé periods presented in our condensed consadidéatements of operations and our
condensed consolidated statements of cash flowsal¥demake estimates in our assessments of pdtestes in relation to threatened or
pending legal matters. See Note 8—Commitments amdiencies 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 amotiohoertain tax positions.

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
$48 million and $137 million for the three and nimenths ended September 30, 2009, respectively$ahdnillion and $151 million for the
three and nine months ended September 30, 20Q@®&ataeely.

Depreciation and Amortizatiot

Property, plant and equipment is showroh@ccumulated depreciation on our condensed ciofaget! balance sheets. Accumulated
depreciation was $32.767 billion and $32.499 hillas of September 30, 2009 and December 31, 2868ectively.

Capitalized software is shown net of acclatmal amortization on our condensed consolidatéahba sheets. Accumulated amortization
was $1.551 billion and $1.448 billion as of Septem®0, 2009 and December 31, 2008, respectively.

Effective January 1, 2009, we changed stimates of the average remaining economic livesedfin copper cable and
telecommunications equipment assets. These chaagased in additional depreciation expense of axiprately $9 million and $27 million
for the three and nine months ended September0B®, 2espectively, compared to the three and nioetins ended September 30, 2008, and
will result in additional depreciation expense ppeoximately $36 million for the year ending DecamnB1, 2009 compared to the year ended
December 31, 2008. The additional depreciatioritfese changes, net of deferred taxes, reducedawhe by approximately $6 million and
$17 million for the three and nine months endedt&aper 30, 2009, respectively, and will reduceimedtme by approximately $22 million for
the year ending December 31, 2009.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(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 AreQkaterly” (Accounting Standards Codification ("A9®20). This FSP provides guidelir
for ensuring that fair value measurements are sterdi with the principles presented in Statememtiodncial Accounting Standards No. 157,
"Fair Value Measurements" (ASC 820). The adoptibthizs FSP has not had a material effect on owarfamal position or results of operations.

Effective January 1, 2009, we adopted FAB E15-2 and FAS 124-2, "Recognition and Presenmtaif Other-Than-Temporary
Impairments” (ASC 320). This FSP provides additignadance designed to create greater clarity amgistency in accounting for and
presenting impairment losses on securities. Thetamoof this FSP has not had a material effeab@nfinancial position or results of
operations.

Recently Issued Accounting Pronouncemel

In October 2009, the FASB issued Accounsitgndards Update ("ASU") Number 2009-13, "ReveReeognition (ASC 605) Multiple-
Deliverable Revenue Arrangements a consensus ¢fABS Emerging Issues Task Force." This ASU esshbb a new selling price hierarchy
to use when allocating the sales price of a matgdement arrangement between delivered and uedethelements. This ASU is generally
expected to result in revenue recognition for ndekvered elements than under current rules. Weeayeired to adopt this ASU prospectively
for new or materially modified agreements as ofudan 1, 2011. We are evaluating the impact of 48&J, but do not expect adoption to ha
material impact on our financial statements.

Note 2: Fair Value of Financial Instruments

Our financial instruments consist of castl aash equivalents, certain of our current andawrent investments (consisting of auction
securities and an investment fund), accounts rabégy accounts payable, interest rate hedges agetésm notes including the current portion.
The carrying values of cash and cash equivalentsican rate securities, the investment fund, actoteceivable, accounts payable and interest
rate hedges approximate their fair values. Theyoagrvalue of our long-term notes including theremt portion reflects original cost net of
unamortized discounts and other and was $8.31libb#ls of September 30, 2009. For additional inftfam, see Note 4—Borrowings.

Fair value is defined as the price that lddoe received to sell an asset or paid to traresfebility in an orderly transaction between
market participants at the measurement date. Wealsation techniques that maximize the use of Madde inputs and minimize the use of
unobservable inputs when determining fair value thieth we rank the estimated values based on ttabitel of the inputs used following the
fair value hierarchy set forth by the FASB.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009

(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 inlpwels used to determine these fair values agpfegnber 30, 2009 and December 31, 2008:

Fair value as of
Level September 30, 200! December 31, 200:
(Dollars in millions)

Assets:
Auction rate

securities 3 % 49 $ 43
Investment

fund 3 2 9
Fair value

hedges 3 2 —
Total asset $ 53 % 52

Liabilities:
Long-term
notes,
including
the current
portion 1&2 $ 8,14t $ 6,18¢
Cash flow
hedge: 3 5 8

Total liabilities $ 8,15( $ 6,197

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

Input Level Description of Input
Level 1 Inputs are based upon unadjusted quoted pricedduntical instruments traded in active mark
Inputs are based upon quoted prices for similaringents in active markets, quoted prices for ig@hbr similar instruments in
markets that are not active, and model-based vatutgchniques for which all significant assumpsi@re observable in the
Level 2 market or can be corroborated by observable malidat for substantially the full term of the asset8abilities.
Inputs are generally unobservable and typicallleotfmanagement's estimates of assumptions theingerticipants would use
in pricing the asset or liability. The fair valuae therefore determined using model-based techsitiat include option pricing
Level 3 models, discounted cash flow models, and similetiieues

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 flgle to sell the securities in an auction or thatdecurities will be redeemed early, the
probability that a default will occur and its setqgra discount rate and other factors.

We determined the fair value of our investitnfund based on the asset values of the sesuuitiderlying the fund.

7
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)
Note 2: Fair Value of Financial Instruments (Contirued)

We determined the fair value of our intérase hedges using projected future cash flovesadinted at the mid-market implied forward
London Interbank Offered Rate ("LIBOR"). For addital information on our derivative financial ingtrants, see Note 5Berivative Financie
Instruments.

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

The table below presents a rollforwardhaf instruments valued using Level 3 inputs forriime months ended September 30, 2009:

Instruments Valued Using Level 3 Inputs
Auction rate Investment Fair value  Cash flow
securities fund hedges hedges
(Dollars in millions)

Balance a
December 31,
2008 $ 43 $ 9 % — 3 (8)
Transfers intc

(out of)

Level 3 — — — —
Additions
Dispositions — (120 — —
Realized ant

unrealized

gains (losses

Included in

long-term

debt — — 2 —
Included in

other

(expense)

income—

net — 2 — —
Included in

other

comprehen:

income 2 — — 3

Balance a

September 30,
2009 $ 49 % 2 % 2 % (5)

(0]
[EEN
|
|

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 theeqrdrtfolio of cash and investments managed bZ Qfhese changes are reflected on a net
basis in cash flows from investing activities om oandensed consolidated statements of cash flows.

As of September 30, 2009 and December @18,2our investments included auction rate seesritf $49 million and $43 million,
respectively, which are classified as non-currawjlable-for-sale investments and are includeatler non-current assets at their estimated
fair value on our condensed consolidated balaneetshAuction rate securities are generally lomgitéebt instruments that provide liquidity
through a Dutch auction process that resets thikcapfe interest rate at pre-determined calendanials, generally every 28 days. This
mechanism generally allows existing investors ttover their holdings and continue to own theirpestive securities or liquidate their
holdings by selling their securities at par valdgor to August 2007, QSC invested in these sdes
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)

Note 3: Investments (Continued)

for short periods of time as part of its cash manmagnt program. However, the uncertainties in tkditmarkets have prevented QSC and ¢
investors from liquidating holdings of these setiesiin auctions since the third quarter of 200eSe securities:

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

. currently pay interest every 28 days at-month LIBOR plus 200 basis poin
. are rated A,
. are insured against loss of principal and intdoggtvo bond insurers, one of which had a credihgadf BB+ at September 30,

2009, and the other of which was not rated atdag;
. are collateralized by the issuers; and

. mature between 2033 and 2036.

We recorded an immaterial amount of unzealigains and losses, net of deferred income taxethese auction rate securities for the t
and nine months ended September 30, 2009 and 26@&umulative unrealized losses, net of defemedrne taxes, related to these securities
were $9 million and $8 million as of September 3009 and December 31, 2008, respectively. Thesmalined losses were recorded in
accumulated other comprehensive income, whichcisidted in accumulated deficit in our condensed cligiated balance sheets. The cost k
of these securities was $63 million as of Septer86e2009 and $56 million as of December 31, 2008.consider the decline in fair value to
be a temporary impairment because we believenitoie likely than not that we will ultimately recavhe entire $63 million cost basis, in part
because the securities are rated investment giaelsgcurities are fully collateralized and theiéss continue to make required interest
payments. At some point in the future, we may deiee that the decline in fair value is other thamporary if, among other factors, the issi
cease making required interest payments or if viieu®eit is more likely than not that we will bequred to sell these securities before their
values recover. If the issuers cease making redjiriterest payments, we would recognize the poxiathe other-than-temporary decline in
fair value that is due to credit loss in other exge2(income)—net in our condensed consolidatedrataits of operations. If we believe that we
will be required to sell these securities befosrthialues recover, we would recognize the entiresthan-temporary decline in fair value in
other expense (income)—net in our condensed cataeoll statements of operations. Because we aretaincas to when the liquidity issues
relating to these investments will improve, we awmed to classify these securities as non-curreintf &eptember 30, 2009.

9
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)
Note 4: Borrowings

As of September 30, 2009 and December @18,2our long-term borrowings, net of unamortizestdunts and other, consisted of the
following:

September 30, December 31,
2009 2008

(Dollars in millions)

Current portion of lon-term

borrowings:
Long-term notes $ 50C $ —
Long-term capital lease and ot
obligations 11 19
Total current portion of long-terrr
borrowings 511 19

Long-term borrowings

Long-term notes 7,811 7,554
Long-term capital lease and otfr

obligations 34 15

Total lon¢-term borrowing—net 7,84t 7,56¢

Total long-term borrowings—net
including current portiol $ 8,35¢ $ 7,58¢

We were in compliance with all provisiomslacovenants of our borrowings as of Septembe2G09.
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 repaymeimdghtedness 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 figi(the "Credit Facility"), the amount
available to QCII under the Credit Facility incredgrom $850 million to $910 million. In July 2008, connection with a $35 million increase
in commitment by an existing lender to the Creditikty, the amount available to QCII under the @ré&acility increased from $910 million
$945 million. The Credit Facility is currently uradvn and expires in October 2010. Any amounts drawthe Credit Facility by QCII are
guaranteed by QSC and are secured by a seniarrienir 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 baerai
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)

Note 5: Derivative Financial Instruments (Continued

variable interest debt agrees with another partpa&e fixed payments equivalent to paying fixee iaterest on debt in exchange for receiving
payments from the other party equivalent to reogjwiariable rate interest on debt, the effect ofctvlis to eliminate some portion of the
variability in the borrower's overall cash flows.d fair value hedge, a borrower of fixed rate gefyees with another party to make variable
payments equivalent to paying variable rate intevaghe debt in exchange for receiving fixed pagtadrom the other party equivalent to
receiving fixed rate interest on debt, the effdotvbich is to eliminate some portion of the varidpiin the fair value of the borrower's overall
debt portfolio due to changes in interest rates.

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 asraadts all of the required criteria for a cash floedge, 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 amourtsearnings as the underlying hedged item affemtsiegs. In addition, if there are any
changes in the fair value of the derivative aridiogn ineffectiveness of the cash flow hedgingtietaship, we record those amounts
immediately in other expense (income)—net in ourdemsed consolidated statements of operations Berivative that is designated as and
meets all of the required criteria for a fair vahexige, we record in other expense (income)—netifrcondensed consolidated statements of
operations the changes in fair value of the derieadnd the underlying hedged item. However, iftdrens of this type of derivative match the
terms of the underlying hedged item such that wadifyuto assume no ineffectiveness, then the falug of the derivative is measured and the
change in the fair value for the period is assutoeztjual the change in the fair value of the unyileglhedged item for the period, with no
impact in other expense (income)—net.

We assess quarterly whether each derivagiigghly effective in offsetting changes in faalues or cash flows of the hedged item or
whether our initial assumption of no ineffectivemésstill valid. If we determine that a derivatigenot highly effective as a hedge, a derivative
has ceased to be a highly effective hedge or aumagtion of no ineffectiveness is no longer vatigin we discontinue hedge accounting with
respect to that derivative prospectively. We redormhediately in earnings changes in the fair valfiderivatives that are not designated as
hedges.

Interest Rate Hedges

During 2009 and 2008, we entered into therest rate hedges described below as part oftart-term and long-term debt strategies. One
objective of our short-term debt strategy is teetaklvantage of favorable interest rates by swagiaging interest rate debt to fixed interest
rate debt using cash flow hedges. One objectivmipfong-term debt strategy is to achieve a moterizad ratio of fixed to floating interest
rate debt by swapping a portion of our fixed ins¢rate debt to floating interest rate debt throfaghvalue hedges. This decreases our expt
to changes in the fair value of our fixed intemade debt due to changes in interest rates.
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)
Note 5: Derivative Financial Instruments (Continued

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

In August 2009, we entered into interett reedges on $400 million of the outstanding $1 Bilidn aggregate principal amount of our
8.875% Notes due in 2012. The hedges have the ptomdfect of converting our fixed interest ratédtio a floating interest rate of omeenth
LIBOR plus 7.0575% until maturity. We designated thterest rates swaps as fair value hedges. Tims t&f these hedges match the terms of
the underlying debt such that we assume no inéffoess of the fair value hedging relationship seabgnize the fair value of the hedge wi
corresponding adjustment to the carrying valuéefdebt.

In March 2008, we entered into interest t&dges on $500 million of the outstanding $750aniaggregate principal amount of our
Floating Rate Notes due 2013. The notes bear Bitata rate per year equal to LIBOR plus 3.25%s€hhedges have the economic effect of
converting our floating interest rate to fixed mgst rates of approximately 6.0% for a term of agpnately two years. We designated these
interest rate swaps as cash flow hedges. We ditceoognize any gain or loss in earnings for hedgéféctiveness for the nine months ended
September 30, 2009.

In March 2008, we also entered into interate hedges on the outstanding $500 million agaeeprincipal amount of our 6.5% Notes due
2017. These hedges had the economic effect of comgeur 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.

We valued the interest rate hedges usioggted future cash flows, discounted at mid-maitglied forward LIBOR. We determined
this valuation excluding accrued interest.

The balance sheet location and fair vafudedivative instruments designated as hedgingunsgnts as of September 30, 2009 are set
below:

Asset Derivatives Liability Derivatives
Balance sheet location Fair value Balance sheet location Fair value
(Dollars in millions)

Cash flow
hedging

contracts Other current asse $ — Other current liabilitie: $ 5
Fair value
hedging

contracts Other nor-current assel  $ 2 Other norcurrent liabilities  $ —

12




Table of Contents

QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)
Note 5: Derivative Financial Instruments (Continued

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

contracts Other nor-current assel  $ — Other norcurrent liabilities  $ 8
Fair value
hedging

contracts Other nor-current assel  $ — Other norcurrent liabilities  $ —

For additional information on the fair valaf our financial instruments, see Note 2—Fairu¢abf Financial Instruments.

The following table presents the effectiefivative instruments on our condensed consolilstatements of operations for the three and
nine months ended September 30, 2009.

Derivatives in Cash Flow Hedging Relationships

Three Months Ended Nine Months Ended
September 30, 2009 September 30, 2009
(Dollars in millions)

Interest rate contract

Amount of gain recognized in other

comprehensive income on derivative (effec

portion), net of deferred taxes of $1 for botl

periods $1 $
Location of amount reclassified fro

accumulated other comprehensive income

income (effective portion Interest expen—ne!  Interest expen—nel
Amount of loss reclassified from accumula

other comprehensive income into interest

expense (effective portion), net of deferred

taxes of $1 and $2, respectivi $1 $:
Location of amount recognized in income on

derivative (ineffective portion and amount

excluded from effectiveness testir Not Applicable Not Applicable
Amount recognized in income on derivative

(ineffective portion and amount excluded fr

effectiveness testin( $— $—

NY

Note 6: Severance

For the three months ended September 3® 20d 2008, we recorded severance expenses ohifiith and $61 million, respectively.
For the nine months ended September 30, 2009 0] A@
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)

Note 6: Severance (Continued)

recorded severance expenses of $54 million and #illion, respectively. A portion of our severareepenses is included in each of cost of
sales, selling expenses and general, administratideother operating expenses in our condensealideted statements of operations. As of
September 30, 2009 and December 31, 2008, ouras®eliability was $45 million and $54 million, pectively. We expect to pay
substantially all of our accrued severance expediggrg the next 12 months.

Note 7: 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. QHief Operating Decision Maker ("CODM"), who isalour CODM, reviews our
financial information only in connection with ounarterly and annual reports that we file with tee&ities and Exchange Commission.
Consequently, we do not provide our discrete fif@nnformation to the CODM on a regular basis.

The following table summarizes revenue agnoettegories of products and services for the taneenine months ended September 30,
2009 and 2008:

Three Months Nine Months
Ended Ended
September 30, September 30,
2009 2008 2009 2008

(Dollars in millions)
Operating revenue by

category:
Strategic services $ 72z $ 704 $ 2,16 $ 2,077
Legacy services 1,22¢ 1,38i 3,80¢ 4,257
Affiliate and othet

services 454 46E 1,40z 1,45¢

Total operating revent $ 2,40z $ 2,55¢ $ 7,372 $ 7,78

* Our strategic services are primarily private libemadband, video and Verizon Wireless services. Our
legacy services are primarily local, access, ISaditional WAN and other more traditional
telecommunications service

Note 8: 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 recordedould reasonably anticipate recording, reseifva@gpropriate to do so.

Throughout this note, when we refer toasslaction as "putative” it is because a clasbéeas 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 havedszéfied in connection with the settlements oftair of the putative class
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QWEST CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
For the Three and Nine Months Ended September 30009
(Unaudited)

Note 8: Commitments and Contingencies (Continued)

actions described below where the courts heldttieahamed plaintiffs represented the settlemessdlaey purported to represent.
To the extent appropriate, we have providserves for each of the matters described below.

The terms and conditions of applicable Wglacertificates or articles of incorporation, agrents or applicable law may obligate QCII to
indemnify its former directors, officers or empl@gewith respect to certain of the matters descr@ow, and QCII has been advancing legal
fees and costs to certain former directors, offiaaremployees in connection with certain mattescdbed 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 Racket&dluenced and Corrupt Organizations Act
and breach of duty and mismanagement under DutehQ&II is a defendant in this lawsuit along witsedph P. Nacchio, QCII's former chief
executive officer, Robert S. Woodruff, QCII's fonnahief financial officer, and John McMaster, tloerher president and chief executive
officer of KPNQwest. Plaintiffs allege, among otlieings, that defendants' actions were a causeedbankruptcy of KPNQwest, and they seek
damages for the bankruptcy deficit of KPNQwestmgraximately $2.4 billion. Plaintiffs also seeklite and punitive damages as well as an
award of plaintiffs’ attorneys' fees and costsawduit asserting the same claims that was prevjdilst in the federal district court for the
District of New Jersey was dismissed without prejadand that dismissal was affirmed on appeal.

On September 13, 2006, Cargill Financiatigs, Plc and Citibank, N.A. filed a lawsuit iretBistrict 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 QCIl, KPNQwest or KPhe lawsuit alleges that defendants misrepresdtBdQwest's financial and
business condition in connection with the origioatof a credit facility and wrongfully allowed KPN¥@st to borrow funds under that facility.
Plaintiffs allege damages of approximately €219iaml(or approximately $320 million based on thekange rate on September 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 apltbfving the appeal of a partial summary judgmaegdiast plaintiffs which was affirmed
part and reversed in part, plaintiffs allege, amotiger things, that defendants violated state $igesifaws in connection with plaintiffs'
investments in KPNQwest securities. QCII is a ddée in this lawsuit along with Qwest B.V. (oneQ@CII's subsidiaries), Mr. Nacchio and
Mr. McMaster. The Arizona Superior Court dismisgealst of plaintiffs' claims, and plaintiffs voluniigrdismissed the remainder of their
claims. Plaintiffs appealed the court's decisioth®Arizona Court of Appeals, which affirmed thazdna Superior Court's decision. Plaintiffs
claim to have lost approximately $9 million in theivestments in KPNQwest, and are also seekiregaést 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 Appeal
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(Unaudited)

Note 8: Commitments and Contingencies (Continued)

located in the Netherlands, with regard to KPNQwWeEB sought an inquiry into the policies and ceuo$ business at KPNQwest that are
alleged to have caused the bankruptcy of KPNQwebtay 2002, and an investigation into alleged misaggement of KPNQwest by its
executive management, supervisory board membéns venture entities (QCII and KPN), and KPNQwestisside auditors and accountants.
On December 28, 2006, the Enterprise Chamber atderénquiry into the management and conduct @filsfiof KPNQwest for the period
January 1 through May 23, 2002. On December 5, 20@8Enterprise Chamber appointed investigatocetmuct the inquiry.

QCII will continue to defend against thendieng KPNQwest litigation matters vigorously.
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, Indiaréansas, Massachusetts, Mississippi,
Missouri, Oregon, South Carolina, Tennessee andd.&5or 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 tdalgiber optic cable in utility and pipeline
rights-of-way. The complaints allege that the wailis, utilities and pipeline companies own thetriflway as an easement that did not include
the right to permit QCII to install its fiber opté@ble in the right-of-way without the plaintiftsinsent. 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 Mdmssetts action purports to be on behalf of stattewiasses 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 purpartbe 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 networkssas. 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 September 10, 2009, the courtdiénal approval of the settlement on
grounds that it lacked subject matter jurisdictidrmotion for reconsideration is pending before ¢bert.

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 duectm timder Federal Communications
Commission regulations for coinless calls placedftheir phones onto QCC's network. The claim seekspensation for calls, as well as
interest and attorneys' fees. QCC will vigorousdyeshd against this action.
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A putative class action filed on behalceftain of QCII's retirees was brought against Qb Qwest Group Life Insurance Plan and
other related entities in federal district courOalorado in connection with QCII's decision toued the life insurance benefit for these retirees
to a $10,000 benefit. The action was filed on Ma&806h2007. The plaintiffs allege, among other tkirthat QCIl and other defendants were
obligated to continue their life insurance benafithe levels in place before QCII decided to redihem. Plaintiffs seek restoration of the life
insurance benefit to previous levels and certairitable relief. The district court ruled in QClIfavor on the central issue of whether QCII
properly reserved our right to reduce the life nasice benefit under applicable law and plan docusadme plaintiffs subsequently amended
their complaint to assert additional claims. Tharttas since dismissed or granted summary judgtoe@Cll on all of the plaintiffs' claims.

Note 9: Dividends

We did not declare any cash dividends dyifire three months ended September 30, 2009, éakediare a total of $1.200 billion in cash
dividends during the nine months ended Septemhe2@®. We paid cash dividends to QSC of $300 amiliind $1.500 billion during the th
and nine months ended September 30, 2009, resekgctiv
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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; an

. 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 andevvaffic. Through its network, QCII also provgleationally and globally some data and
Internet access services that are similar to sesuwiee provide within our local service area. Theswices include private line and our
traditional wide area network, or WAN, services,jethconsist of asynchronous transfer mode and freateg.

Our analysis presented below is organiequtdvide the information we believe will be usefiul understanding the relevant trends going
forward. However, this discussion should be reacbimunction with our condensed consolidated fif@rstatements and the notes thereto in
Item 1 of Part | of this report.

We categorize our revenue among three categoripsodficts and services, which are described below:

. Our strategic services are primarily private lihnmadband, video and Verizon Wireless services.

. Our legacy services are primarily local, accesBNStraditional WAN and other more traditional ted@nmunications services.
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. Our affiliate and other services are primarily $ez8 we provide to our affiliates and USF surcharge

We have reclassified certain prior yeaerae and expense amounts presented in our QuaReplgrt on Form 10-Q for the three and
nine months ended September 30, 2008 to confothretourrent period presentation and to the presentaf our 2008 results of operations
included in our Annual Report on Form 10-K for thear ended December 31, 2008.

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 flawv§inancial position.

. Strategic servicesrevenue. Revenue from our strategic services represerfiédand 27% of our total revenue for the r
months ended September 30, 2009 and 2008, resplgctivid the amount continues to grow. Within drategic services, we
continue to focus on increasing subscribers ofwoadband services, particularly among consumessarall business
customers. We reached 2.9 million broadband suimwriat September 30, 2009 compared to 2.7 miliddeptember 30, 2008.
We believe the ability to continually increase cection speeds is competitively important. As a ltega continue to invest in
our fiber to the node ("FTTN") deployment, which l@menched to meet customer demand for higher banadibpeeds. In
addition to the FTTN deployment, we continue toangbour product offerings and enhance our markedifayts as we compete
in a maturing market where a significant portiorcofisumers already have broadband services. Wesrpect the net number
of our broadband subscriber additions in 2009 bélless than our net additions in 2008 due to ggdmoadband competition
and declining general economic conditions. We atsgtinue to see shifts in the makeup of our taaknue as customers move
from legacy services such as long distance, l@cal,access services, to strategic services, imguatioadband, private line, and
video services.

. Legacy servicesrevenue. Revenue from our legacy services representedd&¥55% of our total revenue for the nine months
ended September 30, 2009 and 2008, respectivelgartthues to decline. Within legacy services, mwenue has been, and we
expect it will continue to be, adversely affectgtdecess line losses. Intense competition, inclygimduct substitution,
continues to drive our access line losses. For pl@many consumers are substituting cable, wised@sl VolP for traditional
voice telecommunications services. This has ineg#se number and type of competitors within odustry and has decreased
our market share. Additionally, we believe thaeirgified competition, wireless substitution andlidétg general economic
conditions contributed to a slight acceleratiomof access line losses in recent quarters. We expecthese factors will
continue to impact our business. Product bundlimdy@her product promotions, as described belowticoe to be some of our
responses to access line losses.

. Product bundling and product promotions. We offer our customers, primarily consumers andlsbusinesses, the ability to
bundle multiple products and services. For exantpteugh joint marketing and advertising effortshwour affiliates, these
customers can bundle local services with otheriees\wsuch as broadband, video, long-distance aredess. We believe
customers value the convenience of, and price digsassociated with, receiving multiple servidesugh a single company.
addition to our bundle discounts, we also offeiitéd time promotions on our broadband service falifying customers who
have our broadband product in their bundle, whiehbelieve will positively affect our acquisitionlume and drive customers
purchase more expanded offerings. While bundleediscounts have resulted in lower average revenue
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for our individual products, we believe product bles continue to positively impact our customeeméon.

. Greater operating efficiencies. We continue to evaluate our operating structaefacus. This involves balancing our
workforce in response to our workload, productivitprovements, changes in the telecommunicatiosgsitny and
governmental regulations. Through planned redustand normal employee attrition, we have reducedvaukforce and
employee-related costs (net of severance) whilesaity operational efficiencies and improving ouogesses through
automation.

. Pension and post-retirement benefits expenses. QCII is required to recognize on its condensetsobtidated financial statements
certain expenses relating to its pension and pgsement health care and life insurance benefdtsg These expenses are
calculated based on several assumptions, incluatimgng other things discount rates and expected odteturn on plan assets
that are set at the end of each year. Changeg$e tissumptions can cause significant changes oothbined net periodic
benefits expenses QCII recognizes. QCII allocdtesekpenses of these plans to us and its othéat$i. The allocation of
expenses to us is based upon the demographics efrqployees and retirees compared to all the rangaparticipants. Changt
in QCII's assumptions can cause significant chaimgte net periodic pension and post-retirementfits expenses we
recognize. In 2008 we recognized combined net gerimcome, as pension income exceeded pE8ement benefit expense
the year. However, during 2008 QCII experiencedifiitant losses on its pension and post-retirerbenefit plan assets, which
have significantly impacted the pension and poiter@ent benefits expenses we are recording in 2068nges to QCIlI's
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 reparntay also materially impact our business operatrsfinancial results.

Results of Operations

The following table summarizes our resoftsperations for the three and nine months enagxesnber 30, 2009 and 2008 and the nu
of employees as of September 30, 2009 and 2008:

Three Months Ended September 3C Nine Months Ended September 3C
Increase/ % Increase/ %
2009 2008 (Decrease) Change 2009 2008 (Decrease) Change
(Dollars in millions)

Operating

revenue $ 240z $ 255€ $ (154) (6)%$ 7,372 $ 7,787 $ (415) B)%
Operating

expense: 1,782 1,93¢ (154) (8% 5,38¢ 5,64 (25€) (5)%
Operating

income 62C 62C — —% 1,98¢ 2,14 (157) (1%
Other expens

(income)—

net 147 13¢€ 9 7% 47t 437 38 9%
Income befor

income

taxes 478 482 (9) (2% 1,51: 1,70¢ (195 (11)%
Income tax

expense 18C 182 3 2% 57t 64¢ (74) (11)%
Netincome $ 292 $§ 29¢ $ (6) (2%$ 93¢ $ 1,05¢ § (12]) 11)%
Employees (e

of

September 28,92% 31,76¢ (2,83 (9%

Operating Revenue

Operating revenue decreased primarily duewer legacy services revenue as a result ofimeed access line losses and declining
revenue from our traditional WAN services. Opermgtin
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revenue also decreased due to a decrease inteffili other services driven by reduced suppoocéged with an affiliate's winding down of
its wireless business. These decreases in ov@eihting revenue were partially offset by increassenue in our strategic services as a result
of increased broadband and video subscribers.

The following table summarizes our opegtievenue for the three and nine months ended ®épte30, 2009 and 2008:

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

Operating

revenue

Strategic

service $§ 72z $§ 704 $ 18 3% $ 2,16 $ 2,077 $ 86 4%
Legacy

service  1,22¢ 1,387 (161) (12% 3,806  4,25: (44€) (10)%
Affiliate

and

other

service 454 468 (12) (2% 1,40F  1,45¢ (55) (4)%
Total

operatini

revenue $ 2,40 $ 2,55¢ $ (159 (6)%$ 7,37: $ 7,781 $ (415 (5)%

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

September 30
Increase/ %
2009 2008 (Decrease) Change

(in thousands)

Total broadband

subscriber: 2,931 2,707 224 8%
Total video

subscriber: 84¢ 70¢ 14C 20%
Access lines

Business marke! 2,46¢ 2,68( (212 (8)%

Mass market 7,04 8,021 (97¢) (12)%

Wholesale market 1,04¢ 1,16¢ (120) (10)%
Total access line 10,56 11,86¢ (1,308 (11)%

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

Strategic Services

Strategic services revenue increased pilyrdue to an increase in broadband subscriberstarallesser extent, an increase in video
subscribers as of September 30, 2009 comparedter8ber 30, 2008. The increase in broadband servésenue resulting from an increas
subscribers was partially offset by rate discouBtsategic services revenue also increased dusliogsVerizon Wireless services.

Legacy Services

Legacy services revenue decreased primduigyto lower local services revenue and lowersgservices revenue, which were both
driven by access line losses resulting from theptitive pressures described in "Business TrenblsVe Legacy services revenue also
decreased due to a decrease in our traditional \WéNices revenue, driven by customer migration doenadvanced technology services.
Local services revenue was impacted by the connefitessures described in "Business Trends" above
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as customers disconnected primary and additiomes lfesulting in declining revenue, and a declimiemand for unbundled network elements.
Affiliate and Other Services Revenue

Affiliate services revenue decreased prilpaue to reduced support associated with aniafffils winding down of its wireless business as
we transition to selling Verizon Wireless servicdesaddition, we had reduced support associatel avitaffiliate's winding down of its video
and data products and related services. Theseadesr@ affiliate services were partially offsetdnyincrease in services we provided to
support an affiliate's data and Internet produferafgs.

We estimate that the profit from affilistervices was approximately $70 million and $90ionill before income taxes, for the three mo
ended September 30, 2009 and 2008, respectively$280 million and $290 million, before income tax®r the nine months ended
September 30, 2009 and 2008, respectively.

Operating Expenses

The following table provides further detafjarding our total operating expenses for theetland nine months ended September 30, 2009
and 2008:

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2009 2008 (Decrease) Change 2009 2008 (Decrease) Change

(Dollars in millions)

Cost of sales

(exclusive

of

depreciatic

and

amortizatic

Employe«

related

costs $ 266 $ 32¢ % (63) (19%%$ 77¢ $ 931 $ (152) (16)%
Other 11€ 134 (18) (13)% 341 374 (33 (9%

Total cost of

sales 382 462 (81) a7n% 1,12C 1,30¢ (185) (14)%
Selling:
Employee-

related

costs 22€ 26¢ (42) (16)% 74E 80z (57 (M%
Marketing,

advertising

and

external

commissic 107 122 (15 (12)% 32€ 357 (32) (9)%
Other 61 81 (20) (25)% 19¢ 22€ (28) (12%

Total selling 394 471 (77 (16)% 1,26¢ 1,38F (116) (8)%

General,

administrai

and other

operating:
Employer-

related

costs 16C 11& 45 39% 48t 351 134 38%
Taxes anc

fees 10z 101 2 2% 30C 277 23 8%
Real estat:

and

occupancy

costs 70 79 9 (11)% 20¢€ 231 (25 (11)%
Other 131 124 7 6% 39¢ 392 1 —%
Total general

administrai

and other

operating 464 41¢ 45 11% 1,38¢ 1,251 132 11%

Affiliates 47 60 13 (2% 12¢ 15¢ 21)  149%




Depreciation

and

amortizatic 49t 528 (28) B5)% 1,482 1,551 (69) (4%
Total

operating

expense: $ 1,78. $ 1,93¢ $ (154) (8)%$ 5,38¢ & 5,64z $ (258) (5)%
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Cost of Sales (exclusive of depreciation and amorttion)

Employee-related costs decreased primduig/to lower salaries, wages, benefits and sevenatated to employee reductions in our
network operations, due to the timing of when emereductions occurred.

Other cost of sales decreased primarilytddewer professional fees and network expensesawur continued focus on managing costs
associated with our network.

Selling Expenses

Employee-related costs decreased due terlsalaries, wages and benefits related to emplagections in our sales organization, along
with decreased commissions driven by lower salaglt®unt and lower attainment. These decreasespaetially offset by increases in
severance expenses.

Marketing, advertising and external comimoiss decreased primarily due to reduced spendisgcésted with media, direct mail and
sponsorships.

Other expenses decreased primarily duevter professional fees as a result of a favoraike change in credit processing fees and other
cost savings initiatives.

General, Administrative and Other Operating Expenss

Employee-related costs increased primaltly to increased pension and post-retirement deredpenses. These benefits expenses are
based on several assumptions, including among tihegs discount rates and expected rates of retuplan assets that are set at the
beginning of each year. In 2008 we recognized cagtbnet periodic benefits income, as pension incexeseeded post-retirement benefit
expense for the year. However, during 2008 QCleeigmced significant losses on its pension and-pisement benefit plan assets, which
have significantly impacted the pension and poster@ent benefits expenses we are recording in 2008 increase in pension and post-
retirement benefits expenses was partially offgeddrreased severance expense and lower experesas\warkforce reductions as we conti
to manage our workforce to our workload.

We expect to recognize approximately $205an in combined net periodic benefits expenseZ009 as compared to combined net
periodic benefits income of $13 million for 20083 expected total combined net periodic benefitease for 2009 is $33 million more than
the amount we disclosed in our Annual Report omFd8-K for the year ended December 31, 2008, dimeapily to adjustments to our
estimates of the fair value of certain investmératsl by our plan trusts that were estimated basagareviously available preliminary
information at December 31, 2008. Changes to Q@#&imptions at the end of 2009 may increase oedee our expected combined net
periodic benefits expenses beyond 2009.

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 offsetowelr USF charges resulting from continued accessdrosion and a decrease in property
taxes.

Real estate and occupancy costs decreaisearity 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.

Affiliate expenses decreased primarily tueeduced insurance costs driven by decreasas iwarkforce, and reduced support charges
from our wireless affiliate partially offset by ir@ases in wholesale Internet access in supporrdfimadband business.
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Depreciation and Amortization

The following table provides detail regaglidepreciation and amortization expense:

Three Months Ended September 30, Nine Months Ended September 30,
Increase/ % Increase/ %
2009 2008 (Decrease) Change 2009 2008 (Decrease) Change

(Dollars in millions)

Depreciatior

and

amortizatios

Depreciatior $ 43¢ $ 46t $ (27) (6)%%$ 1,31t $ 1,392 $ (77) (6)%
Amortization 57 58 @ 2)% 167 15¢ 8 5%
Total

depreciatiot

and

amortizationr $ 49t $ 52: $ (28) 5)%$ 1,482 $ 1,551 $ (69) (4%

Depreciation expense decreased due to loamtal expenditures and the changing mix of auestment in property, plant and equipment
since 2002. If we do not significantly shorten eatimates of the useful lives of our assets, weexihat our depreciation expense will
continue to decrease for the foreseeable futureorfimation expense was higher for the nine montiteed September 30, 2009 due to an
increase in internally developed capitalized sofen@sed to support our operations.

Effective January 1, 2009, we changed stimates of the average remaining economic livesedafin copper cable and
telecommunications equipment assets. These chaegdted in additional depreciation expense of axiprately $9 million and $27 million
for the three and nine months ended September0B3, 2espectively, compared to the three and nioetihs ended September 30, 2008 and
will result in additional depreciation expense ppeoximately $36 million for the year ending DecanB1, 2009 compared to the year ended
December 31, 2008. The additional depreciatioritfese changes, net of deferred taxes, reducedawhe by approximately $6 million and
$17 million for the three and nine months ended&aper 30, 2009, respectively, and will reduceimetme by approximately $22 million for
the year ending December 31, 2009.

Other Consolidated Results

The following table provides detail regaigliother expense (income)—net and income tax expens

Three Months Ended Nine Months Ended
September 30, September 30,
Increase/ % Increase/ %

2009 2008 (Decrease) Change 2009 2008 (Decrease) Change
(Dollars in millions)

Other expense

(income)—

net:

Interest

expense on

long-term

borrowings-

net $ 165 $ 14t $ 18 12% $ 471 $ 444 $ 27 6%
Othe—net (16) @) 9 (129% 4 @) 11 nm
Total other

expense

(income)—

net $ 147 $ 13t $ 9 7% $ 475 $ 437 $ 38 9%

Income tax
expense $ 18C $ 18: $ (3) (2%$ 57t $ 64¢ $ (74) 11)%

nm—Percentages greater than 200% and comparisbmedrepositive and negative values or to/from ze@laes are considered
not meaningful
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Other Expense (Income)—Net

Interest expense on long-term borrowingstim@eased due to the issuance of $811 millionent debt in the second quarter of 2009,
partially offset by decreasing interest rates oatihg rate debt.

Other—net includes, among other thingErigt income, income tax penalties, other intenggénse (such as interest on income taxes),
gains or losses related to certain fair value e@gerate hedges and underlying debt and gainsses$oon investments. The change in other—net
was primarily due to an interest benefit relatedridncome tax settlement in the third quarter@¥&®and lower interest income resulting from
lower interest rates in 2009. We also incurred @ighx related interest during the second quaft2009, which we reversed in the third que
of 2009.

Income Tax Expense

The decrease in income tax expense wasodihe decrease in income before income taxeseffhetive income tax rate is the provision
for income taxes as a percentage of income befoanie taxes. Our effective income tax rate was 88%he three months ended
September 30, 2009 and 2008 and 38% for the nimghm@nded September 30, 2009 and 2008.

Liquidity and Capital Resources

We are a wholly owned subsidiary of QSCiclwhis wholly owned by QCII. As such, factors rétatto, or affecting, QCII's liquidity and
capital resources could have material impacts pmakiding impacts on our credit ratings and on access to capital markets and changes in
the financial market's perception of us. QCII aisccbnsolidated subsidiaries had total borrowirfgkld.135 billion and $13.555 billion at
September 30, 2009 and December 31, 2008, resphyctiv

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 lifiesealit to certain other affiliates.
Amounts outstanding under these lines of creditintedcompany obligations vary from time to timedare classified as short-term
borrowings.

Near-Term View

At September 30, 2009, we held cash anld egsivalents totaling $1.070 billion, and QCII (845 million available under its currently
undrawn revolving credit facility (referred to &etCredit Facility), which expires in October 20¥0e expect that our cash on hand and
expected net cash generated by operating activifieexceed our cash needs over the next 12 months

During the 12 months ended September 309,20ur net cash generated by operating activitieded $3.195 billion. Although our
revenue has been decreasing, we believe that Wbewilble to continue to control costs to keep tladigned with revenue and therefore expect
that we will continue to generate cash from opacpéctivities sufficient to fund our financing amyesting activities. For the coming
12 months, our expected financing and investing cee®ds include capital expenditures (anticipatdsttapproximately $1.3 billion or less in
2009), $500 million of debt maturing in June 201@ dividends to QSC.

We have significant discretion in how we asir cash to pay for capital expenditures anafioer costs of our business, as only a
moderate portion of our capital expenditures iSchdd 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 generateddgyating activities in the near term, we
may use this discretion to decrease
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our capital expenditures, which may impact futueang' operating results and cash flows. For examm@dease certain office facilities and
equipment under various capital lease arrangemeérgs the leasing arrangements are more favorahis tean purchasing the assets. Due to
favorable economics we have increasingly turndihemcing our assets through capital leases, widdliced our capital expenditures by
approximately $30 million for the nine months en&sptember 30, 2009.

At September 30, 2009, our current lialeifitexceeded our current assets by $229 milliomv@wking capital deficit improved as
compared to our working capital deficit at Decem®&r2008 due to earnings before depreciation, twation and proceeds from our long-
term debt issuance, partially offset by capitalenditures, the reclassification of non-current delturrent and dividends declared to QSC.

We continue to look for opportunities tgprave our capital structure by reducing debt amerést expense. We expect that at any time we
deem conditions favorable we will also attemptipiove our liquidity position by accessing debt ke&s in a manner designed to create
positive economic value. Although we were ablesgue new debt financing in April 2009, the unstaiéalit markets and the decline in the
economy may impair our ability to refinance matgrdebt at terms that are as favorable as thosewiroich we previously benefited or at
terms that are acceptable to us.

Long-Term View

We have historically operated with a wotkirapital deficit due to our practice of declaranyd 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,csatinue to generate substantial cash from
operations. We believe that these cash flows, coetbwith continued access to the capital marketsfioance debt as it comes due, will
provide sufficient liquidity to continue our plarthévesting and financing activities.

Debt

We have a significant amount of debt matyin the next several years, including $500 millioaturing in 2010, $825 million maturing
2011 and $1.500 billion maturing in 2012. We bedi¢hat we will continue to have access to capitlk@ts to refinance our debt as necessary.
Although we were able to issue new debt financimgpril 2009, the unstable credit markets and thelide in the economy may impair our
ability to refinance maturing debt at terms that as favorable as those from which we previoushefiged or at terms that are acceptable tc

The Credit Facility makes available to Q&945 million of additional credit subject to centaestrictions as described below, is currently
undrawn and expires in October 2010. The CreditliBabas 13 lenders with commitments ranging fré&®b million to $160 million. This
facility has a cross payment default provision, sl facility and certain other debt issues of Q&id its other subsidiaries also have cross
acceleration provisions. When present, these gomgscould have a wider impact on liquidity tharghtiotherwise arise from a default or
acceleration of a single debt instrument. Thesgigians generally provide that a cross default unidese debt instruments could occur if:

. QClIlI fails to pay any indebtedness when due ingaregate principal amount greater than $100 million
. any indebtedness is accelerated in an aggregateigai amount greater than $100 million;
. judicial proceedings are commenced to foreclosargnof QClI's assets that secure indebtedness aga@regate princip:

amount greater than $100 million.

Upon a cross default, the creditors of aema amount of QCII's debt may elect to decla@ & default has occurred under their debt
instruments and to accelerate the principal amodunsto
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those creditors. Cross acceleration provisionsinéar to cross default provisions, but permitedadilt in a second debt instrument to be
declared only if in addition to a default occurrimgder the first debt instrument, the indebtedessunder the first debt instrument is actually
accelerated. As a wholly owned subsidiary of Q@Ithe event of such a cross-default or cross-acatbn, our business operations and
financial condition could be affected, potentidgltypacting our credit ratings and access to thetabmiarkets.

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 8—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 jadtgmwelating to the matters discussed in
that note, QCII's debt to consolidated EBITDA ratimder certain debt agreements will be advergtdgtad. This could reduce QCII'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 allylmavned subsidiary of QCII, our business openagiand financial condition could be
similarly affected, potentially impacting our crethtings 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 signifigaiecline;

. poor economic conditions continue to pers

. competitive pressures increase;

. we are required to contribute a material amourash to QCII's pension plan; or

. QCII becomes subiject to significant judgments ditex@ents in one or more of the matters discussédbite —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 milibpDecember 31, 2008. Cash funding requirememtde significantly impacted by
earnings on investments, the applicable discouatatthe end of each year, changes in the plarfiuemlihg laws and regulations. As a resul
is difficult to determine future funding requirentenvith a high level of precision. Based on therent funding laws and regulations, QCII will
not be required to make any contributions to itmph 2010. However, it is likely that a contrilmrtiwill be required in 2011. The amount of
any required contributions in 2011 and beyond délbend on earnings on investments, discount rettesges in the plan and funding laws and
regulations. Based on returns through and markaditions at September 30, 2009, on current funtimg and regulations and other factors,
QCIlI's projected required contribution in 2011 nieey$0 to $300 million. QCII also anticipates tha iccounting unfunded status may rise
when it is measured at December 31, 2009. Basedtoms through and market conditions at Septer@®e2009 and other factors, QCII
currently estimates the accounting unfunded stagrise by an additional amount between $400 onilind $800 million. However, changes
in market conditions may increase or decrease ttagges by material amounts.

Our employees patrticipate in the QCII pengilan. The amounts contributed by us through @@Inot segregated or restricted to pay
amounts due to our employees and may be used valpro
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benefits to other employees of QCII's affiliatesstbrically, QCII has only required us to pay owrton of their pension contribution.
Post-Retirement Benefits

Certain of QCII's post-retirement healthecand life insurance benefits plans are unfundiesdvever, a trust has been established to help
cover the health care costs of retirees who aradoccupational 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 reimbueses for its occupational posttiremen
health care costs for approximately five years.ré&after, covered benefits for its eligible retir@d® are former occupational employees will
be paid directly by QCII. This five year period tdbe substantially shorter depending on returnplan assets, projected benefit payments
future changes in benefit obligations; for instant®CIl assumes that the rate of return on tasstets is zero and benefit reimbursements
remain at projected levels, the trust would stlldxhausted in approximately five years, but if LQEBsumes that the rate of return on trust
assets were zero and benefit reimbursements ireclsa20%, the trust assets could be exhausteder tfears.

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 uggdvae benefits to other employees of QClI'sliats. Historically, QCII has only
required us to pay our portion of their post-retieat contribution.

Historical View
The following table summarizes cash flowiaties for the nine months ended September 3092ihd 2008:

Nine Months Ended September 3C

Increase/ %
2009 2008 (Decrease) Change
(Dollars in millions)
Cash flows:

Provided by

operating

activities $ 2,447 $ 2,727 $ (284) (10)%
Used for investing

activities 82¢ 1,13¢ (305) 271)%
Used for financing

activities 77¢ 1,597 (819 (51)%

Operating Activities

Cash provided by operating activities dasesl primarily due to increased tetated payments to QSC as a result of our utitimain 200¢
of deferred tax assets acquired as a result of @€thing wholly owned subsidiaries into us. In &ddi, operating cash flows also decreased
due to lower affiliate revenue and increased paysen payroll due to timing of pay periods.

Investing Activities

Cash used for investing activities decrdgs@marily due to lower capital expenditures réisgl from the timing of our capital
expenditures, increased equipment capital leasimgnservative approach to new capital investmedhtsiower growth in capacity
requirements in the network.

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.
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We paid cash dividends of $1.500 billior &1.800 billion for the nine months ended Septar3Bg 2009 and 2008, respectively. We |
declare and pay dividends to QSC in excess of auniegs to the extent permitted by applicable 1@ur debt covenants do not limit the
amount of dividends we can pay to QSC.

We were in compliance with all provisiomglacovenants of our borrowings as of Septembe2G09.
Letters of Credit

We maintain letter of credit arrangemenith warious financial institutions for up to $86llicin. As of September 30, 2009, we had
outstanding letters of credit of approximately $bilion.

Risk Managemen

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

Near-Term Maturities

As of September 30, 2009, we had $500 aniltf long-term notes maturing in the subsequemht@ths. We would be exposed to
changes in interest rates at any time that we ehtibeefinance any of this debt. A hypotheticakr@ase of 100 basis points in the interest rate
on a refinancing of the entire current portionafd-term notes would decrease quarterly pre-taxiregs by approximately $2 million.

Floating-Rate Debt

One objective of our short-term debt sggtis to take advantage of favorable interest rbyeswapping floating interest rate debt to fixed
interest rate debt using cash flow hedges. Onectibgeof our long-term debt strategy is to achiavaore balanced ratio of fixed to floating
interest rate debt by swapping a portion of ouvedixnterest rate debt to floating interest ratet hetough fair value hedges. As of Septembe
2009, we had $750 million of floating interest rd&bt outstanding, of which $250 million was exgbt®changes in interest rates, and
$400 million of fixed rate debt which we convertedloating rate debt through interest rate swah& exposure for these instruments is linked
to the London Interbank Offered Rate, or LIBOR. ypbthetical increase of 100 basis points in LIB@Rtive to the net $650 million of
floating interest rate debt and swaps that is exgpds changes in interest rates would decreaseeglygoretax earnings by less than $2 milli

Investments

As of September 30, 2009, our cash andsinvents managed by QSC included $1.069 billionstaetin highly liquid cash-equivalent
instruments, $49 million invested in auction ragewgities and $2 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 quartedytax earnings by approximately $3 million.

Off-Balance Sheet Arrangements

We have no special purpose or limited psepentities that provide off-balance sheet finagdiquidity, or market or credit risk support,
and we do not engage in leasing, hedging, researth
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development services or other relationships thpbsa us to any significant liabilities that are reftected on the face of the condensed
consolidated financial statements. There were bgtantial changes to our off-balance sheet arraegtsor contractual commitments in the
nine months ended September 30, 2009, when compatkd disclosures provided in our Annual ReparForm 10-K for the year ended
December 31, 2008.

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 atwww.qwest.com/about/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 incorporatesdfgrence forward-looking statements about oumiine condition, operating results and
business. These statements include, among others:

. statements concerning the benefits that we expilatasult from our business activities and certmansactions we have
completed, such as increased revenue, decreasedsegpand avoided expenses and expenditures; and

. statements of our expectations, beliefs, futurepknd strategies, anticipated developments aml othtters that are not
historical facts.

These statements may be made expresdtysidacument or may be incorporated by referenaghter documents we have filed or will -
with the Securities and Exchange Commission, or.SED can find many of these statements by lookimgvords 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 stilbenumerous assumptions, risks and uncertaititetsnay cause our actual results to be
materially different from any future results exmed or implied by us in those statements. Someesfet risks are described in Iltem 1A of
Part Il of this report.

These risk factors should be considerembimection with any written or oral forward-lookisgatements that we or persons acting on our
behalf may issue. Given these uncertainties, wéaainvestors not to unduly rely on our forwdmbking statements. We do not undertake
obligation to review or confirm analysts' expeaint or estimates or to release publicly any remisio any forward-looking statements to
reflect events or circumstances after the datbisfdocument or to reflect the occurrence of unpaied events. Further, the information about
our intentions contained in this document is aestant of our intentions as of the date of this doeot and is based upon, among other things,
the existing regulatory environment, industry caiodis, market conditions and prices, the econongeimeral and our assumptions as of such
date. We may change our intentions, at any timewdtigbut notice, based upon any changes in sudbrfgdn our assumptions or otherwise.

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

The effectiveness of our or any systemiggldsure controls and procedures is subject taicelimitations, including the exercise of
judgment in designing, implementing and evaluathrggcontrols and procedures, the assumptions nsdeértifying the likelihood of futur
events and the inability to
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eliminate misconduct completely. As a result, tree be no assurance that our disclosure contnalpeocedures will detect all errors or fre
By their nature, our or any system of disclosuneticms and procedures can provide only reasonaserance regarding management's control
objectives.

Under the supervision and with the parttign of our management, including our Chief ExaeuOfficer 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") aSeptember 30, 2009. On the basis of this reviewpmnagement, including our Chief
Executive Officer and Chief Financial Officer, cduded that our disclosure controls and proceduresiesigned, and are effective, to give
reasonable assurance that the information reqtoree disclosed by us in reports that we file urtlerExchange Act is recorded, processed,
summarized and reported within the time periodsi§ied in the rules and forms of the SEC and tauemshat information required to be
disclosed in the reports filed or submitted undher Exchange Act is accumulated and communicateditonanagement, including our Chief
Executive Officer and Chief Financial Officer, imreanner that allows timely decisions regarding inegldisclosure.

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

The information contained in Note 8—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 KPNQwest litigation abbhlave a material adverse impact on our financiaraition and operating results, o
the trading price of our debt securities and on oability to access the capital markets.

As described in Note 8—Commitments and @geicies to our condensed consolidated finanta#ééments in Item 1 of Part | of this
report, the KPNQwest matters present material grdficant risks to QCII and us. In the aggregdte, plaintiffs in the KPNQwest matters
seek billions of dollars in damages. In additidre butcome of one or more of these matters coud hanegative impact on the outcomes o
other matters. QCII continues to defend againstehmeatters vigorously and is currently unable tivigle any estimate as to the timing of their
resolution.

We can give no assurance as to the impac@ClI'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 tinesters 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 @ttmethods to generate cash. Such methods
could include issuing additional securities origgllassets. As a wholly owned subsidiary of QCll; business operations and financial
condition could be similarly affected.

Further, there are other material procegslpending against QCII as described in Note 8—Citmemts and Contingencies to our
condensed consolidated financial statements in ftefhPart | of this report that, depending on tleeitcome, may have a material adverse
effect on QCII's and our financial position. Thug can give no assurances as to the impacts oriS@@Ud our operating results or financial
condition as a result of these matters.

We operate in a highly regulated industry and akeetefore 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 Fdde@ommunications Commission, or FCC, pursuanthiéoCommunications Act of 1934, as
amended by the Telecommunications Act of 1996,athdr laws. Intrastate communications are regulhayestate utilities commissions
pursuant to state utility laws. Generally, we nufstain 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 detaigguirements under federal, state and local,laviss and regulations. Accordingly, we
cannot ensure that we are always in compliance alitthese requirements at any single point in tififee agencies responsible for the
enforcement of these laws, rules and regulationsimtiate inquiries or actions based on custonmnglaints 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 utilitpnotssions have adopted reduced or modified formegilation for retail services. These
changes also generally allow more flexibility fate changes and for new product introduction, aegl 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 tariffat include rates, terms and conditions. Deshied regulatory changes, a substantial
portion
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of our local voice services revenue remains sultEELCC and state utility commission pricing regiola, which could expose us to
unanticipated price declines. For instance, in 20@3state utility commissions in Arizona, New Maxiand Minnesota will be considering
price cap plans that govern the rates that we ehiargach of these states. The FCC is also comsidelnanging the rates that carriers can
charge each other for originating, carrying andhteating traffic and for local access facilitiedsé under review by the FCC and state
commissions are the intercarrier compensation gsatising from the delivery of traffic destined famtities that offer conference and chat line
services for free (known in the industry as "acasulation,” or "traffic pumping"), and of traffibound for Internet service providers that
cross local exchange boundaries (known as "VNXXittd. There can be no assurance that future r1@guy, judicial or legislative activities
will not have a material adverse effect on our afiens, or that regulators or third parties wilt nmise material issues with regard to our
compliance or noncompliance with applicable regoiet.

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

Risks Affecting Our Liquidity

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

Our ultimate parent, QCII, continues torgaignificant debt. As of September 30, 2009, aumsolidated debt was approximately
$8.356 billion, which was included in QCII's coridaked debt of approximately $14.135 billion ashaft date. Approximately $5.819 billion
QCIlI's debt, which includes approximately $2.82%dr of our debt obligations, comes due over thatrthree years. The $5.819 billion
amount also includes $1.265 billion of QClI's 3.5@4nvertible Senior Notes due 2025 (referred tthas3.50% Convertible Senior Notes),
which QCII may elect to redeem at any time on terdflovember 20, 2010 and holders may require @Qiépurchase for cash on
November 15, 2010. In addition, holders of the&®% Convertible Senior Notes may also elect to edrthe principal of their notes into ce
during periods when specified, market-based coimergquirements are met. While we currently bei€@Cll and we will have the financial
resources to meet our obligations when they coneewa cannot fully anticipate our future conditmmthat of QCII, the credit markets or the
economy generally. We may have unexpected costfiabilities, and we may have limited access taficing. In addition, QCIl has
$193 million of potential stock repurchases remagninder its previously disclosed stock repurchpegram, and it is the current expectation
of QCII's Board of Directors that QCII will contietto pay a quarterly cash dividend. Cash used by @@urchase its common stock or to
dividends will not be available for other purposesjuding 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 econoreymay not be able to refinance maturing debt atsehat are as favorable as those from
which we previously benefited, at terms that aigeptable to us or at all. We may also need to olatdditional financing or investigate other
methods to generate cash (such as further costtieds or the sale of assets) if revenue and cemhided by operations decline, if economic
conditions continue to weaken, if competitive puess increase, if holders of the 3.50% Convert®#aior Notes elect to convert their notes
because market-based conversion provisions aremmetjuire QCII to repurchase their notes for aasiiNovember 15, 2010, if QCII or we are
required to contribute a material amount of cash to
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QCllI's pension or other post-retirement benefihplar if QCIl becomes subject to significant judgitseor settlements in one or more of the
matters discussed in Note 8—Commitments and Coesticigs to our condensed consolidated financiastants in Item 1 of Part | of this
report. We can give no assurance that this addikifimancing will be available on terms that aregmtable to us or at all. Also, we may be
impacted by factors relating to or affecting oguidity and capital resources due to perceptiaihénmarket, impacts on our credit ratings or
provisions in our financing agreements that mayrictour flexibility under certain conditions.

QCllI's $945 million revolving credit fadii (referred to as the Credit Facility), which isnently undrawn, has a cross payment default
provision, and the Credit Facility and certain ottlebt issues of QCII and its other subsidiariesstaoss acceleration provisions. When
present, these provisions could have a wider impadiguidity than might otherwise arise from aaldf or acceleration of a single debt
instrument. As a subsidiary of QCII, any such 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¢limding a restriction on using any proceeds
from the facility to pay settlements or judgmergiating to the securities-related actions discugsétbte 8—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 competitors;

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

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

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

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

The industry in which we operate is cagiténsive, and we anticipate that our capital reguoents will continue to be significant in the
coming years. Although we have reduced our opegaikpenses over the past few years, we may beait@birther significantly reduce these
costs, even if revenue in some areas of our busisedecreasing. While we believe that our plarieed! of capital expenditures will meet both
our maintenance and our core growth requiremeritgygorward, this may not be the case if circumsemunderlying 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 hepkfns sponsored by QCII.

QCIlI 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. Thege® of calculating benefit obligations is
complex. Adverse changes in interest rates or makalitions, among other assumptions and factangld cause a significant increase in
QCII's benefit obligations or a significant deceasthe value of plan assets. With respect to @@ualified pension plan, adverse changes
could require QCII to contribute a material amooftash to the plan or could accelerate the tinoihgny required cash payments. The
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amounts contributed by us through QCII are notegaged or restricted and may be used to providefitemo employees of QCII's other
subsidiaries. QCII determines our cash contribugind, historically, has only required us to pay portion of its required pension contributic
It is likely that QCII will be required to make ash contribution to this plan in 2011. Any futuraterial cash contributions in 2011 and bey
could have a negative impact on QCII's liquidityreyucing its cash flows, which in turn could affear liquidity.

In addition, QCII's condensed consoliddiathnce sheets indirectly reflect the value opklh assets and benefit obligations under these
plans. The accounting for employee benefit plartc®mplex, and significant increases in QClI's bimdfligations or significant decreases of
the value of plan assets can occur without necgssapacting QCII's net income in the short tedimaddition, QCII's benefit obligations co!
increase significantly if it needs to unfavorabdyise the assumptions it used to calculate thgatitins. 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 8082 Stockholders' equity or deficit is one
of several measures used by certain customerserabrs, among others, to evaluate a company'sdi@azondition. As such, QCII's current
stockholders' deficit position or any future inges in its stockholders' deficit could adverselpéat QCII's competitiveness in obtaining
favorable purchase arrangements and make it malenhing to compete for certain sales contractgyray other things.

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

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

We regularly declare and pay dividendsupdirect parent, QSC. We may declare and pay didd 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 @idw 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 instruragrermit both QCII and us to incur additional intelmess. Additional debt may be necessary
for many reasons, including to adequately resporabinpetition, to comply with regulatory requirenteerelated to our service obligations or
for financial reasons alone. Incremental borrowiagborrowings at maturity on terms that imposeitaithl financial risks to our various
efforts to improve our operating results and firiahcondition could exacerbate the other risks died in this report.

Other Risks Relating to Qwest

If conditions or assumptions differ from the judgmeés, assumptions or estimates used in our critiegbounting policies, the accuracy of o
financial statements and related disclosures cobl affected

The preparation of financial statements i@tated disclosures in conformity with U.S. geffigraccepted accounting principles requires
management to make judgments, assumptions andagssithat affect the amounts reported in our cadheteld financial statements and
accompanying notes. Our critical accounting paodicighich 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 cifadet! financial statements that are
considered "critical" because they require judgmeassumptions and estimates that materially impactonsolidated financial statements
related disclosures. As a result, if future evemtassumptions differ significantly from the judgms
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assumptions and estimates in our critical accogniiicies, these events or assumptions could hawaterial impact on our consolidated
financial 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@Isubject 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.

Because prior to 1999 we were a membeffiiited 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 ofQ@i@| affiliated group. Tax sharing
agreements have been executed between QCII anidyseaffiliates, and QCII believes the liabilitigsany, arising from adjustments to
previously filed returns would be borne by thel&ffed group member determined to have a deficiemdder the terms and conditions of such
agreements and applicable tax law. We have notrginerovided 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 uncertaincavegive 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 collectivmrgaining agreements with our labor unions as theypire from time to time, or if ou
unionized employees were to engage in a striketheowork stoppage, our business and operating fesaould be materially harmed.

We are a party to collective bargainingeggnents with our labor unions, which represengaifitant number of our employees. Our
current four-year agreements with the CommunicatMtorkers of America and the International Brotloedh of Electrical Workers expire on
October 6, 2012. Although we believe that our refet 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 belestls, could have a material impact on our frahresults. Also, if we fail to extend or
renegotiate our collective bargaining agreemehsgnificant disputes with our unions arise, ooifr unionized workers engage in a strike or
other work stoppage, we could incur higher ongdétgr costs or experience a significant disruptiboperations, 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 Qw
Corporation's Annual Report on Form 10-K for tharyended December 31, 1997, File
No. 001-03040).

(3.2) Articles of Amendment to the Articles of Incortion of Qwest Corporation (incorporated
by reference to Qwest Corporation's Quarterly Repof-orm 10-Q for the quarter ended
June 30, 2000, File No. 0-03040).

(3.9 Amended and Restated Bylaws of Qwest Corporgtimorporated by reference to Qwest
Corporation's Annual Report on Form 10-K for tharyended December 31, 2002, File
No. 002-03040).

(4.2) Indenture, dated as of April 15, 1990, by and betwiglountain States Telephone ¢
Telegraph Company and The First National Bank at&jo (incorporated by reference to
Qwest Corporation's Annual Report on Form 10-Ktfar year ended December 31, 2002,
File No. 00:-03040).

(4.2) First Supplemental Indenture, dated as of April1l991, by and between U S WE
Communications, Inc. and The First National BankChfcago (incorporated by reference to
Qwest Corporation's Annual Report on Form 10-Ktfer year ended December 31, 2002,
File No. 00:-03040).

(4.9) Indenture, dated as of October 15, 1999, by atdden U S West Communications, Inc.
and Bank One Trust Company, N.A. (incorporatedddgnence to Qwest Corporation's
Annual Report on Form -K for the year ended December 31, 1999, File NG-03040).

(4.4) Officer's Certificate of Qwest Corporation, datedod March 12, 2002 (including forms of

71 8% notes due March 15, 2012) (incorporated by refsg¢o Qwest Corporation's Form S-
4, File No. 33-115119).

(4.5) First Supplemental Indenture, dated as of Augus2@04, by and between Qwi
Corporation and U.S. Bank National Association ¢giporated by reference to Qwest
Communications International Inc.'s Quarterly Reéjpor Form 10-Q for the quarter ended
September 30, 2004, File No. (-15577).

(4.€) Second Supplemental Indenture, dated as of Noge@) 2004, by and between Qwest
Corporation and U.S. Bank National Association ¢giporated by reference to Qwest
Corporation's Current Report on Fori-K filed November 23, 2004, File No. C-03040).

(4.7) Third Supplemental Indenture, dated as of Jun@Qd5, by and between Qwest Corpora
and U.S. Bank National Association (incorporateddfgrence to Qwest Corporation's
Current Report on Forr-K filed June 23, 2005, File No. 0-03040).

(4.€) Fourth Supplemental Indenture, dated August 8, 269@&nd between Qwest Corporat
and U.S. Bank National Association (incorporateddfgrence to Qwest Corporation's
Current Report on Formr-K filed August 8, 2006, File No. 0-03040).

(4.9) Fifth Supplemental Indenture, dated May 16, 2@%7and between Qwest Corporation and
U.S. Bank National Association (incorporated byerefice to Qwest Corporation's Current
Report on Form-K filed May 18, 2007, File No. 0(-03040).
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l\lférr:ggr Description
(4.10) Sixth Supplemental Indenture, dated April 13,208y and between Qwest Corporation and
U.S. Bank National Association (incorporated byerehce to Qwest Corporation's Current
Report on Form-K filed April 13, 2009, File No. 0C-03040).

(10.1) Registration Rights Agreement, dated April 13020among Qwest Corporation and the
initial purchasers listed therein (incorporatedréference to Qwest Corporation's Current
Report on Form -K filed April 13, 2009, File No. 0C-03040).

(10.2) Aircraft Time Sharing Agreement, dated Decembe&0D8, by and between Qwve
Corporation and Edward A. Mueller (incorporatedréference to Qwest Communications
International Inc.'s Annual Report on Form K@er the year ended December 31, 2008,
No. 002-15577).

12 Calculation of Ratio of Earnings to Fixed Char¢

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

31.z Chief Financial Officer Certification pursuant tecion 302 of the Sarbar-Oxley Act of
2002.

32 Certification pursuant to 18 U.S.C. Section 13®adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

( ) Previously filed.
In accordance with Item 601(b) (4) (iii)(&f Regulation S-K, copies of certain instrumestiédining 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)

October 28, 2009
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Exhibit 12

QWEST CORPORATION
CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES

(UNAUDITED)

Nine Months
Ended
September 30, Years Ended December 31,
2009 2008 2007 2006 2005 2004
Income from continuin
operations before income
taxes, discontinued
operations and cumulative
effect of changes in
accounting principle $ 151 $ 2,267 $ 244 $ 1,88 $ 1,62¢ $ 1,871
Add: estimated fixed charg: 52& 671 682 70C 70C 68€
Add: estimated amortization ¢
capitalized interes 8 12 10 10 12 12
Less: interest capitalize @) (14) (12 (12 (10 (12
Total earnings available for
fixed charge: $ 2,03¢ $ 2,93¢ $ 3,12C $ 2,58C $ 2,33C $ 2,55i

Estimate of interest factor on

rentals $ 47 $ 68 $ 62 $ 72 $ 82 $ 75
Interest expense, including

amortization of premiums,

discounts and debt issuanc

costs(1) 471 58¢ 60¢ 61€ 60¢ 59¢
Interest capitalize 7 14 12 12 1C 12
Total fixed charge $ 52t § 671 $ 682 $ 70C $ 70C $ 68¢

Ratio of earnings to fixed
charges 3.9 4.4 4.6 3.7 3.3 3.7

1) Interest expense includes only interest relatddrtg-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. I have reviewed this quarterly report on Form 10f@west Corporation;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

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

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

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

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

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

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

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

5. The registrant's other certifying officer(s) antblve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contra¢iofimancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: October 28, 2009

/sl EDWARD A. MUELLER

Edward A. Mueller
Chief Executive Officer
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Joseph J. Euteneuer, certify that:
1. I have reviewed this quarterly report on Form 10f@west Corporation;
2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessar

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

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

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

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

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

C) Evaluated the effectiveness of the registrantsl@lsire controls and procedures and presentedsimeiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report based on such
evaluation; and

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

5. The registrant's other certifying officer(s) antblve disclosed, based on our most recent evaluatioernal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contra¢iofimancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information; ar

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: October 28, 2009

/sl JOSEPH J. EUTENEUE

Joseph J. Euteneuer
Executive Vice President and Chief Financial Officer
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Exhibit 32
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER  CERTIFICATION

Each of the undersigned hereby certifiesttie purposes of section 1350 of chapter 63lef1B 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 QCfer the quarter ended September 30, 2009, faligpies with the requirements of Section 13(e
the Securities Exchange Act of 1934 and that tharimation contained in such report fairly preseimtsll material respects, the financial
condition and results of operations of Qwest. Thisten statement is being furnished to the Seiesriand Exchange Commission as an exhibit
to such Form 10-Q. A signed original of this stag@trhas been provided to Qwest and will be retabye@west and furnished to the Securities
and Exchange Commission or its staff upon request.

Dated: October 28, 2009 By: /sl EDWARD A. MUELLER
Edward A. Mueller
Chief Executive Officer
Dated: October 28, 2009 By: /s/ JOSEPH J. EUTENEUER

Joseph J. Euteneuer
Executive Vice President and Chief Financial
Officer
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