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Unless the context requires otherwise, referencekis report to "QC" refer to Qwest Corporatioreferences to "Qwest," "we," "us," and
"our" refer to Qwest Corporation and its consoliddtsubsidiaries, references to "QSC" refer to aveat parent company, Qwest Services
Corporation and its consolidated subsidiaries, refeces to "QCII" refer to QSC's direct parent compand our indirect parent company,
Qwest Communications International Inc., and itasmlidated subsidiaries and references to "CentiniyLrefer to QCII's direct parent
company and our ultimate parent company, CentugLiimc. and its consolidated subsidiaries.

PART |
ITEM 1. BUSINESS
Overview

We are an integrated communications comgagyaged primarily in providing an array of comnuoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longadise, network access, private line
(including special access), broadband, data, veiseded video services. In certain local and redioreakets, we also provide local access and
fiber transport services to competitive local exdecarriers ("CLEC"). We strive to maintain oustmmer relationships by, among other
things, bundling our service offerings to provide customers with a complete offering of integratechmunications services.

We generate the majority of our revenuemfservices provided in the 14-state region of émi, Colorado, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington and Wyoming. Werr® this region as our local
service area.

We were incorporated under the laws ofStete of Colorado in 1911. Our principal executiffices are located at 100 CenturyLink
Drive, Monroe, Louisiana 71203 and our telephonmiper is (318) 388-9000.

On April 1, 2011, our indirect parent Q@Hcame a wholly owned subsidiary of CenturyLink.. lim a tax-free, stock-for-stock
transaction. Although we continued as a surviviagporation and legal entity after the acquisititte accompanying consolidated financial
information is presented for two periods: predeseasd successor, which relate to the period piagetie acquisition and the period
succeeding the acquisition, respectively. On the dathe acquisition, April 1, 2011, our assetd Babilities were recognized at their fair
value. This revaluation has been reflected in amsolidated financial statements and, thereforerbésulted in a new basis of accounting for
the "successor period". This new basis of accogntieans that our consolidated financial statenfenthie successor periods are not
comparable to our consolidated financial statemesi#ting to periods prior to the acquisition, imtihg the predecessor period consolidated
financial statements in this report.

For certain products and services we pewidd for a variety of internal communications tiors, we use portions of CenturyLink's
telecommunications network to transport data arndevaffic. Likewise, CenturyLink uses our teleamomications network to transport data
and voice traffic in order to fulfill services ttsicustomers and a variety of internal communicatimnctions.

For a discussion of certain risks applieabl our business, financial condition and resufltgperations, see "Risk Factors" in Item 1A of
this report. The summary financial information listsection should be read in conjunction with, englualified by reference to, the
consolidated financial statements and notes thé@rdtem 8 and "Management's Discussion and AnsalgEiFinancial Condition and Results
of Operations" in Item 7 of this report.
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Financial and Operational Highlights

The following table summarizes the resafteur consolidated operations:

Successo Predecesso

Year Nine Months Three Months Year

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

2012 2011 2011 2010

(Dollars in millions)
Operating revenue  $ 8,84¢ 6,63¢ 2,26¢ 9,271
Operating expens 6,94: 5,43¢ 1,63( 6,78¢
Operating incom:  $ 1,90t 1,19¢ 63€ 2,48:
Net income $ 84¢ 542 29¢ 1,08
Successo

December 31, 201; December 31, 201.
(Dollars in millions)

Balance sheet dat

Total asset $ 23,94¢ 24,80¢
Total long-term deb) 7,62¢ 8,32t
Total stockholder's equit 9,97¢ 9,86¢

)

Total long-term debt is the sum of current matesitof long-term debt and long-term debt on our alidsted balance sheets. For total obligations, see
"Management's Discussion and Analysis of Finar€@idition and Results of Operati—Future Contractual Obligations" in Item 7 of théport.

The following table summarizes certain of operational metrics:

Successo Predecesso
December 31  December 31 December 31
2012 20111 2010
(in thousands
Operational metrics
Total broadband subscribefs 3,31¢ 3,187 3,05¢
Total access line$) 8,05¢ 8,537 9,19:

)

In the second quarter of 2012, we updated our ndetbgy for counting our broadband subscribers acthssified prior year amounts to conform to theent
period presentation. For additional information ¥danagement's Discussion and Analysis of Finar€@idition and Results of Operations—Overview" in
Item 7 of this report.

@
©)

Broadband subscribers are customers that purclgisepeed Internet connection service through testing telephone lines and fiber-optic cables.

Access lines are telephone lines reaching fronttis¢éomers' premises to a connection with the pusilitcched telephone network, or PSTN.

Operations

We group our products and services amoragtmajor categories: strategic services, legasycss and affiliates and other services. See
descriptions of these categories below in the @ecti
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"Products and Services". The following table pregid summary of our operating revenues by category:

Successo Predecesso
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
Strategic
services $ 3,26¢ 2,40¢ 792 3,05¢
Legacy service 3,471 2,79¢ 1,00: 4,32:
Affiliates and
other service 2,117 1,432 47¢ 1,88¢
Total operating
revenues $ 8,84¢ 6,63% 2,26¢ 9,271

Substantially all of our long-lived assate located in the United States and substantdillyf our revenues are from customers located
in the United States.

Since the April 1, 2011 closing of Centuinits indirect acquisition of us, our operationsédbeen integrated into and reported as ps
the segments of CenturyLink. CenturyLink's chieéi@ting decision maker ("CODM") has become our CQDM reviews our financial
information on an aggregate basis only in connaatiith our quarterly and annual reports that we iith the Securities and Exchange
Commission ("SEC"). Consequently, we do not prowidediscrete financial information to the CODM amegular basis. As such, we now
have one reportable segment and we have reclaseifiepredecessor period results to conform tccawment view.

Products and Services

Our products and services include a vaétypoice, broadband, data, information technol@djy"), video and other communications
services. We offer our customers the ability todiariogether several products and services, subhoaslband, video (including DIRECTV
through our strategic partnership), voice and \erigVireless (through our strategic partnershipyises. We believe our customers value the
convenience of and price discounts associatedredbiving multiple services through a single compan

Most of our products and services are glediusing our telecommunications network, whichsgsia of voice and data switches, copper
cables, fiber-optic cables and other equipment.r@twork serves approximately 8.1 million accesediin 14 states and forms a portion of
the public switched telephone network, or PSTN.

Described below are our key products amdees.

Strategic Service

Our customers use our strategic servicestess the Internet, connect to private netwankistiaansmit data. We also provide value-
added services and integrated solutions that madkenzinications more secure, reliable and efficienbfur customers. We focus our
marketing and sales efforts on these services:

. Private line. Private line (including special access) is a dioé@uit or channel specifically dedicated for fhe&pose of directl
connecting two or more sites. Private line offelégh-speed, secure solution for frequent transomssf large amounts of data
between sites. We also provide private line trassian services to wireless service providers thataur fiber-optic cables
connected to their towers, commonly referred tbkas to the tower or wireless backhaul servicesupport their next
generation wireless networks;
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. Broadband. Our broadband services allow customers to cortndbie Internet through their existing telephomedi and fiber-
optic cables at high speeds. Substantially allusfavoadband subscribers are located within owllservice area;

. Ethernet. Ethernet services include point-to-point and mpdiint configurations that facilitate data transsiess across
metropolitan areas and wide area networks;

. Video. Our video services include primarily satelliteithgjtelevision under an arrangement with DIRECThdttallows us to
market, sell and bill for its services under itarint name; and

. Wireless servicesOur wireless services are offered under Centufg/kiagency arrangement with Verizon Wireless thawa
us, as a subsidiary of CenturyLink, to market, aatl bill for its services under its brand naméenprily to customers who buy
these services as part of a bundle with one or miboerr other products and services. CenturyLiak'angement allows us to
sell the full complement of Verizon Wireless seedcCenturyLink's current five-year arrangemenhwierizon Wireless runs
through 2015 and is terminable by either partyahéer.

Legacy Service
Our legacy services represent our tradiiooice, data and network services, which incltigefollowing:

. Local. We offer local calling services for our regionahmkets customers within our local service areagrpdly for a fixed
monthly charge. These services include a numbenb&nced calling features and other services, asicll forwarding, caller
identification, conference calling, voicemail, sglee call ringing and call waiting, for which wegerally charge an additional
monthly fee. We also generate revenues from nowrieg services, such as inside wire installatioajntenance services,
service activation and reactivation.

. For our wholesale customers, local calling servinekide primarily resale and unbundled networkmdats ("UNES"), which
allow our wholesale customers to use our network combination of our network and their own netveatd provide voice an
data services to their customers. Local callingises also include network transport, billing seed and access to our netw
by other telecommunications providers and wiretgssiers. Local calling services provided to ouroldsale customers allow
other telecommunications companies the abilityrigimate or terminate telecommunications servigegar network;

. Long-distance.We offer our residential and business customensedtic and international long-distance servicestahdree
services. Our international long-distance servinekide voice calls that either terminate or orag@with our customers in the
United States;

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

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

. Switched access serviced/e provide various forms of switched access sesvio wireline and wireless service providers for
the use of our facilities to originate and term@ntiteir interstate and intrastate voice transmmssio

Affiliates and Other Service

We provide to our affiliates telecommunicas services that we also provide to externalausts. In addition, we provide to our
affiliates: computer system development and supgmmtices, network support and technical servidésalso generate other operating
revenues from Universal
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Service Fund ("USF") revenues and surcharges ankb#sing and subleasing of space in our officklimgjs, warehouses and other
properties. The majority of our real estate prapsrare located in our local service area.

Patents, Trade Names, Trademarks and Copyrights

Either directly or through our affiliatese have rights in various patents, trade namedetnarks, copyrights and other intellectual
property necessary to conduct our business. Ouicssroften use the intellectual property of othersluding licensed software. We also
occasionally license our intellectual property thass.

Sales and Marketing

We maintain local offices in most of thegler population centers within our local serviceaarThese offices provide sales and customer
support services in the community. We also relyponcall center personnel to promote sales of sesvihat meet the needs of our customers.
Our strategy is to enhance our communications ses\y offering a comprehensive bundle of senageesdeploying new technologies to
further enhance customer loyalty.

We conduct most of our operations undembttamd name "CenturyLink." Our satellite televisgmrvice is offered on a co-branded basis
under the "DIRECTV" name. The wireless service thatoffer under our agency agreement with Verizarel¥/ss is marketed under the
"Verizon Wireless" brand name.

Our approach to our residential custommplesizes customer-oriented sales, marketing amgtsevith a local presence. We market
our products and services primarily through disades representatives, inbound call centers, hetail stores, telemarketing and third part
We support our distribution with direct malil, bifiserts, newspaper advertising, website promotipuslic relations activities and sponsors
of community events and sports venues.

Our approach to our business and governmestomers includes a commitment to deliver comeations products and services that
meet existing and future business needs througtliesiof services and integrated service offeri@gsg. focus is to be a comprehensive
communications solution for our small office, midexi and select enterprise business and goverrcustamers.

Our approach to our wholesale customeisidies a commitment to deliver communications sohgithat meet existing and future needs
of national network telecommunications providerstiygh bandwidth growth and quality of services.

Network Architecture

Most of our products and services are glediusing our telecommunications network, whichsgsia of voice and data switches, copper
cables, fiber-optic cables and other equipment.l@zal exchange carrier networks also include edwuiifices and remote sites, all with
advanced digital switches and operating with lieehsoftware. Our fiber-optic cable is the primaansport technology between our central
offices and interconnection points with other indxemt carriers. As of December 31, 2012, we mairthiover 431 thousand miles of copper
plant and approximately 73 thousand miles of fiygtic plant in our local exchange networks. We atsintain separate networks in
connection with providing fiber transport and CLE€&vices.

Most of our long-distance services are jgted through reselling arrangements with other idisiance carriers, with the balance being
provided directly through CenturyLink's own switshend network equipment. All of our satellite téd#an and wireless voice service is
provided by other carriers under agency agreements.
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We continue to enhance and expand our mktiyodeploying broadband-enabled technologiesdwigde additional capacity to our
customers. Rapid and significant changes in tecgychre expected to continue in the telecommumnatindustry. Our future success will
depend, in part, on our ability to anticipate addt to changes in customer demands and technology.

In particular, we anticipate that continulecreases in broadband usage by our customersagilire us to make significant capital
expenditures to increase network capacity or tdempnt network management practices to alleviatear& capacity shortages, either of
which could adversely impact our results of operand financial condition. For additional inforneat, see "Risk Factors", generally, in
Item 1A of this report, and, in particular, "Riskdtors—Risks Affecting Our Business—Increases gatiband usage may cause network
capacity limitations, resulting in service disrapis, reduced capacity or slower transmission spieedsir customers."

For more information, see Item 2 of thisar.
Regulation

We are subject to significant regulationtly Federal Communications Commission ("FCC"),chiegulates interstate communicatic
and state utility commissions, which regulate isttabe communications in our local service areas&lagencies issue rules to protect
consumers and promote competition; they set thes thiat telecommunication companies charge eaeh fithexchanging traffic; and they
have established USF to support the provision ifiges to high-cost areas. In most states, locaevservice, switched and special access
services and interconnection services are suljgmti¢e regulation, although the extent of regolatiaries by type of service and geographic
region. In addition, we are required to maintagefises with the FCC and with the utility commissiohmost of the states in our local sen
area. Laws and regulations in many states re#figctnanner in which a licensed entity can intewdtt affiliates, transfer assets, issue debt
and engage in other business activities and mamgerseand acquisitions require approval by the B8€ some state commissions.

Historically, incumbent local exchange @as ("ILECs") operated as regulated monopoliesitathe exclusive right and responsibility
to provide local telephone services in their frasetl service territories. As we discuss in gredégail below, passage of the
Telecommunications Act of 1996, coupled with statgslative and regulatory initiatives and techigidal change, fundamentally altered the
telephone industry by generally reducing the reiprieof ILECs and creating a substantial increasta@ number of competitors. We are
considered an ILEC. The following description disees some of the major industry regulations tHatabur traditional telephone operatic
but numerous other regulations not discussed betmid also impact us. Some legislation and reguiatare currently the subject of judicial,
legislative and administrative proceedings whichldsubstantially change the manner in which tlectemmunications industry operates :
the amount of revenues we receive for our servidegher the outcome of these proceedings, nor fregential impact on us, can be predir
at this time. For additional information, see It&# of this annual report below.

State Regulatior

In recent years, most states have subalignteduced their regulation of ILECs. Nonethe)esate regulatory commissions generally
continue to regulate local service rates, intrastacess charges, state universal service fundis @othe cases service quality, as they
continue to grant and revoke certifications autting companies to provide communications serviséste commissions traditionally
regulated pricing through "rate of return” regudatthat focused on authorized levels of earningdk. BYCs. Several states continue to regulate
us in this manner. In most of our states, we aregaly regulated under various forms of alterratiggulation that typically limit our ability
to increase rates for basic local voice servicerélieve us from the requirement to meet certaimimgs tests. In a few states, we have
recently gained pricing freedom for the majorityrefail services except for the most basic of s&sjisuch as stand-alone basic residential
voice service. In most of the states in which
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we operate, we have gained pricing flexibility é@rtain enhanced calling services, such as caléattification and for bundled services that
also include local voice service. State commissmersodically conduct proceedings to review thesahat we charge other
telecommunications providers for using our netwarfor reselling our service pursuant to the Teteguinications Act of 1996.

We are currently responding to carrier ctaimps, legislation or generic investigations reljag our intrastate switched access charge
rates in several of our states. In particular,aprong-distance providers have disputed existitgrcarrier compensation rates payable to us
and other ILECs with respect to voice over intepretocol ("VolP") traffic or refused to pay accetmrges, based on the contention that
tariffed switched access charges should not appiotP traffic. On October 27, 2011, the FCC addpa order comprehensively reforming
federal intercarrier compensation and universalisemolicies and rules, as discussed further beloder the heading "Federal Regulation."”
Among other things, this order preempted statelatgiy commissions' jurisdiction over all termimagiaccess charges, including intrastate
access charges that have historically been sugjestclusive state jurisdiction. Furthermore, ti@J-decreed that on a prospective basis,
intercarrier compensation rates for VolP traffidl e established at interstate access rates iavlmpt intrastate switched access rates exceec
interstate rates.

The FCC order requires all terminating asagtes including intrastate, interstate and recgd compensation rates to be reduced and
unified over time. Excluding the rate implicatiocentemplated on a prospective basis by the red@@t érder, we will continue to vigorously
defend and seek to collect our intrastate swit@eess revenue subject to outstanding disputeseTiistorical disputes are primarily over
access charge compensation for VolIP traffic tertiigaon the public switched telephone network. dhé&comes of these disputes cannot be
determined at this time. If we are required to sedaur intrastate switched access rates as a tésuly of these disputes or state initiatives,
we will seek to recover displaced switched accegsnues from state universal service funds or athesices. However, the amount of such
recovery, particularly from residential customéssjot assured.

Under state law, our telephone operatifgsigliaries are typically governed by laws and ragohs that (i) regulate the purchase and sale
of ILECs, (ii) prescribe certain reporting requiremts, (iii) require ILECs to provide service ungeblicly-filed tariffs setting forth the terms,
conditions and prices of regulated services, (m)tlILECs' ability to borrow and pledge their atssév) regulate transactions between ILECs
and their affiliates, and (vi) impose various otkervice standards.

Unlike many of our competitors, as an IL&E generally face "carrier of last resort" obligas which include an ongoing requiremer
provide service to all prospective and current@wslrs in our service area who request service endifling to pay rates prescribed in our
tariffs. In competitively-bid situations, such asaly-constructed housing developments or multi-temiavellings, this may constitute a
competitive disadvantage to us if competitors dasose to focus on low-risk profitable customers waittihold service from high-risk
unprofitable customers. In addition, strict adhegeto carrier of last resort requirements may fargéo construct facilities with a low
likelihood of positive economic return.

We operate in states where traditional cesbvery mechanisms, including rate structurespader evaluation or have been modified.
There can be no assurance that these states wiihae to provide for cost recovery at current Isve

Federal Regulation

We are required to comply with the Commatians Act of 1934, which requires us to offer $mzs at just and reasonable rates and on
non-discriminatory terms, as well as the
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Telecommunications Act of 1996, which amended thex@unications Act of 1934 primarily to promote caatifion.

The FCC regulates interstate services gea/by us, including the special access chargdsilixer wholesale network transmission and
the interstate access charges that we bill to Blisance companies and other communications comg@miconnection with the origination
and termination of interstate voice and data trassions. Additionally, the FCC regulates a numbeaspects of our business related to
privacy, homeland security and network infrastroetincluding access to and use of local teleptmmbers. The FCC has responsibility for
maintaining and administering the federal USF, Wipoovides substantial support for maintaining reks in high-cost areas, as well as
supporting service to low-income households, schant libraries, and rural health care provideilse bther communications network
operators, ILECs must obtain FCC approval to useiteradio frequencies, or to transfer controny such licenses. The FCC retains the
right to revoke these licenses if a carrier maligridolates relevant legal requirements.

We, like other large and mid-sized ILECgerate under price-cap regulation of interstatesscates. Under price-cap regulation, limits
imposed on a company's interstate rates are adjpstéodically to reflect inflation, productivityriprovement and changes in certain non-
controllable costs.

In recent years, our operations and thés¢her telecommunications carriers have been éuittnpacted by legislation and regulation
imposing additional obligations on us, particulasligh regards to providing broadband service, leoisy homeland security, increasing
disaster recovery requirements, minimizing envirental impacts and enhancing privacy. These lawadeche Communications Assistance
for Law Enforcement Act, and laws governing loeéphone number portability and customer propryetatwork information requirements.
These laws and regulations may cause us to inditi@ual costs and could impact our ability to cateeffectively.

In December 2012, the FCC initiated a spemicess proceeding and has requested data, atformand documents to allow it to conc
a comprehensive evaluation of competition in thecg access market. The ultimate impact of thi&geding on the Company is currently
unknown. However, if the FCC were to adopt sigaificchanges in regulations affecting special aceessces, it could adversely impact our
operations or financial results.

Universal Service Fund and Other Related Matters

For decades, the FCC has regularly corsitiearious intercarrier compensation reforms, galyewith a goal to create a uniform
mechanism to be used by the entire telecommunitatiaustry for payments between carriers origingatierminating, or carrying
telecommunications traffic. In connection therewitte FCC solicited public comments on a varietyopics related to access charges and
intercarrier compensation.

The American Recovery and ReinvestmentoA@009 (the "Recovery Act") includes certain bribadd initiatives that are intended to
accelerate broadband deployment across the UniteedsSThe Recovery Act approved $7.2 billion indimg for broadband stimulus projects
across the United States to be administered bygtwernmental agencies. The programs provide geamtdoans to applicants for
construction of certain broadband infrastructureyfsion of certain broadband services, and supgforertain broadband adoption initiatives.
This program has attracted a wide range of appbdacluding states, municipalities, stagi-companies and consortiums. The participatic
other parties in these programs has increased ditiopén selected areas, which may increase oukeiig costs and decrease our revenues
in those areas. This trend may intensify if proggaarticipation increases.

On October 27, 2011, the FCC adopted then€at America and Intercarrier Compensation Reforder (“CAF order") intended to
reform the existing regulatory regime to recogrimgoing shifts to new technologies, including VadiRd gradually relirect universal servi
funding to foster

10
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nationwide broadband coverage. This initial rulprgvides for a multi-year transition over the ndg&tade as terminating intercarrier
compensation charges are reduced, universal sdanding is explicitly targeted to broadband deph@nt, and line charges paid by end user
customers are gradually increased. We anticipatietilese changes will substantially increase tloe pareductions in the amount of switcl
access revenues in our wholesale business, wigiggicg opportunities for increases in federal USE reetail revenue streams.

On December 29, 2011, the CAF order wetat éffect. At the same time, numerous parties figaktition for reconsideration with the
FCC seeking numerous revisions to the order. Inaign2012, CenturyLink joined more than two dozartips in challenging certain aspects
of the order by filing a separate appeal that {geeked to be heard by the United States Tenth i€iGawrt of Appeals in late 2013. Future
judicial challenges to the CAF order are possiieich could alter or delay the FCC's proposed chantp addition, based on the outcom
the FCC proceedings, various state commissionsamasider changes to their universal service fumdstmastate access rates. Moreover,
rulemaking designed to implement the order is notglete, and several FCC proceedings relatingamtter remain pending. For these and
other reasons, we cannot predict the ultimate itnpiihese proceedings on us at this time.

On January 31, 2012, the FCC adopted agr onddernizing the program that provides assistamgealifying low-income individuals
for local voice service. These changes also affexte-specific programs that provide assistanggiadifying individuals. The impact of these
changes on us and our lameome customers cannot be quantified at this thmewe may face increased administrative costifiadal audit
requirements and potential customer disconnectsresresult of this FCC order and its implementatio

We received approximately $145 million, 3Iillion and $148 million of revenue from fedeeadd state universal service programs for
the successor year ended December 31, 2012, thairenyear ended December 31, 2011 and the presteogmar ended December 31,
2010, respectively. Such amounts represented ajppatedy 1.6% of each of the respective aforemeuetioperiods' total operating revenues.

Competition
General

We compete in a rapidly evolving and higbbmpetitive market and we expect intense compatttb continue. Technological advances,
regulatory and legislative changes have increappdrtunities for alternative communications seryeceviders, which in turn have increased
competitive pressures on our business. These ateepnoviders often face fewer regulations and tawer cost structures than we do.

As both consumers and business customemsasingly demand high-speed connections for emenent, communications and
productivity, we expect the demands on our netwdltkcontinue to increase over the next severakye@o succeed, we and other network-
based providers must ensure that our networks etwed services that meet these increasing bantwedjuirements. We plan to continue to
invest in our network to be able to meet this fatdemand. In addition, network reliability and s#iguare increasingly important competitive
factors in the enterprise business.

Although our status as an ILEC continueprtvide us some advantages in providing localisesvin our local service area, as noted
above we increasingly face significant competiti@nan increasing number of consumers are willirgutistitute cable, wireless and electr
communications for traditional voice telecommurimas services. This has led to an increase in tineber and type of competitors within
industry and a decrease in our market share. Asutrof this product substitution, we face greatenpetition in providing local and long-
distance services from wireless providers, reseled sales agents (including ourselves), socidlart®sts and broadband service
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providers, including cable companies. We also camtito compete with traditional telecommunicatiprsviders, such as national carriers,
smaller regional providers, CLECs and independelaphone companies.

Some of our competitors are subject to fawgulations than we are which affords them coitipetadvantages against us. Under fec
regulations, telecommunication providers are abl@terconnect their networks with ours, resell senvices or lease separate parts of our
network in order to provide competitive servicegn@rally, we have been required to provide thesetions and services at wholesale rat
our competitors, which allow our competitors td sedir services at lower prices. However, thedesrhave been and continue to be reviewed
by state and federal regulators. In addition, wessland broadband service providers generallyuject to fewer regulations, which may
allow them to operate with lower costs than weadnle to operate. For additional discussion of raghs affecting our business, see
"Regulation" above.

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

Strategic Service

With respect to our strategic services, getition is based on price, bandwidth, serviceptions and bundled offerings. Wireless
carriers' fourth generation, or 4G, services dméhg them to more directly compete with our st services. Private line services also
compete on network reach and reliability, whiledatband services compete on bandwidth and qualggeice.

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

The market for wireless services is higtdynpetitive. We market and sell wireless servioesustomers who are buying these servic
part of a bundle with one or more of our other & In reselling Verizon Wireless services, wmpete with national and regional carriers
as well as other sales agents and resellers. Caimpdor our wireless services is based on theecage area, price, services offered, features,
handsets, technical quality and customer service.

In providing private line services we corgoprimarily with national telecommunications prdeis, such as AT&T Inc. and Verizon
Communications Inc. Additionally we are experiemcincreased competition for private line serviaesif cable companies. Competition for
private line services is based primarily on preewell as network reach, bandwidth, quality, telisy and customer service.

Although we are experiencing intense coitipatin these markets, we believe we are favorgiolgitioned due to our strong presence in
our local service area. Many of our competitorstf@se strategic services are not subject to tine sagulatory requirements as we are and
therefore they are able to avoid significant retpriacosts and obligations. Throughout each ofammpetitive services, we continue to focus
on expanding and improving our bundled offerings.

Legacy Service

The market for legacy services is highlynpetitive and is based primarily on pricing, padkggpf services and features, quality of
service and meeting customer care needs. We béliege customers value the convenience of and gisceunts associated with, receiving
multiple services through a single company. Withia telecommunications industry, these servicesinwyde telephone, wireless,
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video and Internet access. Accordingly, we andcouanpetitors continue to develop and deploy morevative product bundling, enhanced
features and combined billing options in an effortetain and gain customers. While we rely onlteiser sales agency arrangements to
provide some of our bundled services, some of oarpetitors are able to provide all of their bundéedvices directly, which may provide
them a competitive advantage.

In providing long-distance services to oustomers, we compete primarily with national tefemunications and VolP providers.
Competition in the long-distance market is baséahgrily on price; however customer service, quadity reliability can also be influencing
factors. Our resale and UNE customers are expénigrice same competition with CLECs, for local $egg customers as we are, as disct
above. We also compete with some of our own custethat are deploying their own networks to provddetomers with local services. By
doing so, these competitors take traffic off of oatwork.

Significant competitive factors in the lbtglephone industry include pricing, packagingefvices and features, quality and conveni
of service and meeting customer needs such asied@illing and timely response to services calls

We provide access services to other telawonications providers to connect their custometsthair networks to our network so that
they can provide longistance, transport, data, wireless and Interrmeices. We face significant competition for accessrices from CLEC:
cable companies, resellers and wireless servicgdes. Our access service customers face comyeefitessures in their businesses that are
similar to those we face with respect to strategid legacy services. To the extent that these clitimpgpressures result in decreased demand
for their services, demand for our access sendtsEsdeclines.

Wireless telephone services increasinghstitute a significant source of competition witlelC services, especially since wireless
carriers have begun to compete effectively on teshof price with more traditional telephone seggi As a result, some customers have
chosen to completely forego use of traditional iephone service and instead rely solely on wBglservice for voice services. This trer
more pronounced among residential customers, wduafiprise 61% of our access line customers. Weipatethis trend will continue,
particularly if wireless service providers contirteeexpand their coverage areas, reduce their, iatpsove the quality of their services and
offer enhanced new services. Substantially alluwfazcess line customers are currently capableagiiving wireless services from at least
competitive service provider. Technological andutatpry developments in wireless services, persomamunications services, digital
microwave, satellite, coaxial cable, fiber optiogal multipoint distribution services, WiFi ancher wired and wireless technologies are
expected to further permit the development of alieives to traditional landline services. Moreovke growing prevalence of electronic m
text messaging, social networking and similar diggpmmunications continues to reduce the demantigditional landline voice services.

Improvements in the quality of VoIP servitase led several cable, Internet, data and othenwunications companies, as well as start-
up companies, to substantially increase their wffgr of VolP service to business and residentiatauers. VolP providers frequently offer
features that cannot readily be provided by trad#l ILECs and may price their services at or bettowse prices currently charged for
traditional local and long-distance telephone smwifor several reasons, including lower operatogjs and regulatory advantages. Although
over the past several years the FCC has incregssobiected portions of VolP operations to fedesgllation, VolP services currently
operate under fewer regulatory constraints than E&@ices. For all these reasons, we cannot aisatr&’olP providers will not successfully
compete for our customers.

In providing other legacy services, suclraditional services and ISDN, we compete primgasiith national telecommunications
providers and cable companies. Competition forelather legacy services is based primarily on paiwg bundled offerings.
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Environmental Compliance

From time to time we may incur environmétampliance and remediation expenses, mainly tieguirom the operation of vehicle
fleets or power supplies for our communicationsigapent. Although we cannot assess with certaingyitpact of any future compliance and
remediation obligations or provide you with anywasices regarding the ultimate impact thereof, wadat believe that future environmental
compliance and remediation expenditures will haneagerial adverse effect on our financial condittwnmesults of operations.

Seasonality

Overall, our business is not significanthpacted by seasonality. From time to time weathkated problems have resulted in increased
costs to repair our network and respond to seadls in some of our markets. The amount and tinoiipese costs are subject to the wee
patterns of any given year.

Employees

At December 31, 2012, we had approxima2ély#00 employees, of which approximately 12,000mnaeenbers of either the International
Brotherhood of Electrical Workers or the Commurnimag Workers of America and are subject to collechargaining agreements that
expired October 6, 2012. Our parent company, Cghtok, is currently negotiating the terms of newegments. In the meantime, the
predecessor agreements have been extended, amidhs have agreed to provide at least a twentytiour advance notice before
terminating those predecessor agreements. Seésthession of risks relating to our labor relatiam$Risk Factors—Risks Affecting Our
Business" in Item 1A of this report.

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

Website Access and Important Investor Information

Our website is the same as that of oumalté parent company, CenturyLink, whichwiaw.centurylink.com The information contained
on, or that may be accessed through, our websitetipart of this annual report. You may obtairefedectronic copies of our annual reports
on Form 10-K, quarterly reports on Form 10-Q, cotrreports on Form 8-K and all amendments to theperts in the "Investor Relations"
section of our websiteif.centurylink.com) under the heading "SEC Filings." These reporsazailable on our website as soon as reasonably
practicable after we electronically file them witte Securities and Exchange Commission, or SEC.

We have adopted CenturyLink's written coofesonduct that serve as the code of ethics agiplécto our directors, officers and
employees, including our principal executive offia@d senior financial officers, in accordance vaifiplicable laws and rules promulgated by
the SEC and the New York Stock Exchange. In thetethet CenturyLink makes any changes (other thyaa technical, administrative or
non-substantive amendment) to, or provide any wairem, the provisions of its code of conduct &giile to our directors or executive
officers, CenturyLink intends to disclose thesents@®n our website or in a report on Forri 8ted with the SEC. These codes of conduct
well as copies of CenturyLink's guidelines on diigant governance issues and the charters of suglit committee, compensation commit
nominating and corporate governance committee igkcewvaluation committee, are also available in"tberporate Governance" section of
our website atvww.centurylink.com/Pages/AboutUs/Governaiceh print to any shareholder who requests theraénding a written
request to our Corporate Secretary at Centuryllimk, 100 CenturyLink Drive, Monroe, Louisiana, D82
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Investors may also read and copy any nasdiiled with the SEC at the SEC's Public RefeeeRoom at 100 F Street, N.E., Washing
D.C. 20549. For information on the operation of Fblic Reference Room, you are encouraged tdtealBEC at 1-800-SEQ330. For all o
our electronic filings, the SEC maintains a webatt@ww.sec.gothat contains reports, proxy and information statets and other
information regarding issuers that file electroflicavith the SEC.

In connection with filing this annual repasur chief executive officer and chief finanoiicer made the certifications regarding our
financial disclosures required under the SarbandeyQAct of 2002, and the Act's related regulatidnsaddition, during 2012, our chief
executive officer certified to the New York Stockdbange that he was unaware of any violations hyftise New York Stock Exchange's
corporate governance listing standards.

Special Note Regarding Forward-Looking Statementsrad Related Matters

This report and other documents filed byinder the federal securities law include, andriutral or written statements or press releases
by us and our management may include, forward-lmpktatements about our financial condition, opegatesults and business. These
statements include, among others:

. statements concerning the benefits that we éxpilaesult from our business activities and e@rttransactions we have
completed, such as increased revenue and decressiéal or operating expenditures;

. statements about our anticipated future operatigfimancial performance, financial position arglidity, tax position,
contingent liabilities, growth opportunities anabgth rates, acquisition and divestiture opportesitibbusiness prospects,
regulatory and competitive outlook, investment ardenditure plans, investment results, financitgrahtives and sources ¢
pricing plans; and

. other similar statements of our expectationfiefse future plans and strategies, anticipatecetitgpments and other matters that
are not historical facts, many of which are highteg by words such as "may," "would," "could," "skdy" "plan," "believes,"
"expects,” "anticipates," "estimates," "projectiitends," "likely," "seeks," "hopes," or variati®or similar expressions.

These forward-looking statements are bapet our judgment and assumptions as of the datestatements are made concerning
future developments and events, many of which ayeid our control. These forward-looking statemegtsl the assumptions upon which
they are based, are inherently speculative andudject to a number of risks and uncertaintiesu@lotvents and results may differ materially
from those anticipated, estimated, projected ofligdoy us in those statements if one or more e$étrisks or uncertainties materialize, or if
our underlying assumptions prove incorrect. Fadiwas could affect actual results include but arelimited to:

. the timing, success and overall effects of caitipa from a wide variety of competitive providers
. the risks inherent in rapid technological chgnge
. the effects of ongoing changes in the reguladibiine communications industry, including the ame or regulatory or judicial

proceedings relating to intercarrier compensat@eess charges, universal service, broadband deptdyand net neutrality;

. our ability to successfully negotiate collectivediining agreements on reasonable terms without stoippages;
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. our ability to effectively adjust to changes in temmunications industry and changes in the contipasf our markets and
product mix caused by our recent acquisitions;

. our ability to successfully integrate our acquiogerations into CenturyLink's operations, includihg possibility that the
anticipated benefits from their recent acquisittdérus cannot be fully realized in a timely manneaball, or that integrating
our acquired operations will be more difficult, migtive or costly than anticipated,;

. the ability of QCII to use net operating loss camgrs in projected amounts;
. our ability to effectively manage our expansion appnities, including retaining and hiring key pamgel;
. possible changes in the demand for, or pricingof,products and services, including our abilitettectively respond to

increased demands for high-speed broadband services

. our ability to successfully introduce new prodacservice offerings on a timely and cost-effeetbasis;

. our continued access to credit markets on fdlereerms;

. our ability to collect our receivables from fir@ally troubled communications companies;

. any adverse developments in legal or regulgbopgeedings involving us;

. unanticipated increases or other changes ifiudure cash requirements, whether caused by ungattiicl increases in capital

expenditures, increases in pension funding requrgsnor otherwise;

. other risks referenced in this report or otherwf filings with the SEC; and

. the effects of more general factors such as changaeterest rates, in tax rates, in accountinggpes or practices, in operating,
medical, pension or administrative costs, in gdnmaeaket, labor or economic conditions, or in ldgfi®n, regulation or public
policy.

These and other uncertainties related tdasiness and our recent acquisitions are desktiibgreater detail in Iltem 1A of this report,
which is subject to updating and supplementing loysabsequent SEC reports.

These risk factors should be considerembimection with any written or oral forwaldeking statements that we or persons acting ol
behalf may issue. Anticipated events may not oecwr our actual results or performance may diffetenily from those anticipated,
estimated or projected if one or more of thesesrikuncertainties materialize, or if underlying@asptions prove incorrect. Additional risks
that we currently deem immaterial or that are mespntly known to us could also cause our actsalli®to differ materially from our
expected results. Given these uncertainties, wiotainvestors not to unduly rely on our forwaraking statements. We undertake no
obligation to update or revise any forward-lookstgtements for any reason, whether as a resutvefimformation, future events or
developments, changed circumstances, or otheriisther, the information about our intentions cored in this document is a statement of
our intentions as of the date of this documentianmhsed upon, among other things, the existinglatgry environment, industry conditions,
market conditions and prices, the economy in gérh our assumptions as of such date. We may ehaimgintentions, at any time and
without notice, based upon any changes in sucbrf®adn our assumptions or otherwise.

Investors should also be aware that whéedw, at various times, communicate with securdigalysts, it is against our policy to disclose
to them selectively any material non-public infotioa or other confidential information. Accordingiyvestors should not assume that we
agree with any statement or report issued by alystrierespective of the content of the statemeneport. To the
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extent that reports issued by securities analysitain any projections, forecasts or opinions, seglorts are not our responsibility.

Unless otherwise indicated, informationtedmed in this report and other documents filedibyinder the federal securities laws
concerning our views and expectations regardingdmemunications industry are based on estimate® adis using data from industry
sources, and on assumptions made by us based omaoagement's knowledge and experience in the tsarkeshich we operate and the
communications industry generally. You should bam@athat we have not independently verified daienfmdustry or other third-party
sources and cannot guarantee its accuracy or ctenpks. Our estimates and assumptions involve aisisincertainties and are subject to
change based on various factors, including thaseudsed below in Item 1A of this report.

ITEM 1A. RISK FACTORS

Any of the following risks could materialynd adversely affect our business, financial doomiresults of operations, liquidity or
prospects. The risks described below are not therisks facing us. Please be aware that additidek$ and uncertainties not currently
known to us or that we currently deem to be imnialteould also materially and adversely affect business operations.

Risks Affecting Our Business

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

We compete in a rapidly evolving and higbdympetitive market, and we expect competitiondistinue to intensify. In addition to
competition from larger national telecommunicatipngviders, we are facing increasing competitiamfra variety of other sources, includ
cable and satellite companies, wireless providemadband companies, resellers, sales agents aifitiefs-based providers using their own
networks as well as those leasing parts of our own addition, regulatory developments over st several years have generally
increased competitive pressures on our businesstdsome of these and other factors, we contimlese access lines.

Some of our current and potential competifg offer a more comprehensive range of commatioas products and services, (ii) have
market presence, engineering and technical capabjland financial and other resources greater ¢hias, (iii) own larger or more diverse
networks with greater transmission capacity or o#tlvantages, (iv) conduct operations or raisetabat a lower cost than us, (v) are subject
to less regulation, (vi) offer greater online carter (vii) have substantially stronger brand nan@mnsequently, these competitors may be
better equipped to provide more attractive offesirig charge lower prices for their products ardises, to develop and expand their
communications and network infrastructures morelkdyj to adapt more swiftly to new or emerging tealogies and changes in customer
requirements, and to devote greater resource®tmérketing and sale of their products and services

Competition could adversely impact us imesal ways, including (i) the loss of customers amatket share, (ii) the possibility of
customers reducing their usage of our servicesittirgy to less profitable services, (iii) reducdffic on our networks, (iv) our need to
expend substantial time or money on new capitat@vgment projects, (v) our need to lower pricemorease marketing expenses to remain
competitive and (vi) our inability to diversify lsuccessfully offering new products or services.

We are continually taking steps to respnthhese competitive pressures, but these effeatsmot be successful. Our operating results
and financial condition would be adversely affedfdtiese initiatives are unsuccessful or insuéfitiand if we otherwise are unable to
sufficiently stem or offset our continuing accasg llosses and our revenue declines significanitiyout corresponding cost
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reductions. If this occurred, our ability to seevidebt and pay other obligations would also be @ affected.

Rapid changes in technology and markets could ragusubstantial expenditure of financial and otheesources in excess of contempla
levels, and any inability to respond to those chasgould reduce our market share and adversely effaur operating results and financie
condition.

The communications industry is experiendaitgificant technological changes, many of whioh r@ducing demand for our traditional
voice services or are enabling our current custentgereduce or bypass use of our networks. Singijlelie information technology services
industry is experiencing rapid changes in techrielad-urther technological change could requireowesxpend capital or other resources in
excess of currently contemplated levels or to fatgodevelopment or provision of products or s&withat others can provide more
efficiently. If we are not able to develop new puots and services to keep pace with technologibedrces, or if those products and services
are not widely accepted by customers, our abititgdmpete could be adversely affected and our rhahare could decline. Any inability to
effectively respond to changes in technology andkata could also adversely affect our operatinglte@nd financial condition, as well as
our ability to service debt and pay other obligasio

For additional information on the risksiméreased expenditures, see "Risk Factors—Riskacfiffg our Liquidity and Capital
Resources—Our business requires us to incur sutadteapital and operating expenses, which redoceswvailable free cash flow."

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

The telephone industry has experiencecchngein access lines and network access revemtbgsh, coupled with the other changes
resulting from competitive, technological and regaty developments, continue to place downwardspireson the revenues we generate
our legacy services.

We have taken a variety of steps to couhiese declines, including:

. an increased focus on selling a broader rangegbienigrowth strategic services which are describaftttail in Iltems 1 and 7
of this report;

. an increased focus on serving a broader rangeasihess, governmental and wholesale customeds; an

. greater use of service bundles.

However, some of these strategic servieeeate lower profit margins than our traditiorexivices, and some can be expected to
experience slowing growth as increasing numbemiogxisting or potential customers subscribe éz¢hnewer products. Moreover, we
cannot assure you that the revenues generatedofnomew offerings will offset revenue losses asateci from reduced sales of our legacy
products. Similarly, we cannot assure you thatrmw service offerings will be as successful ascgrgted. In addition, our reliance on third
parties to provide certain of these strategic ses/could constrain our flexibility, as describadHter below.

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

As of December 31, 2012, we had approximate,400 employees, of which approximately 12,0086%, are members of various
bargaining units represented by the Internatiomatirhood of
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Electrical Workers or the Communications Worker#\oferica and are subject to collective bargainiggeaments that expired October 6,
2012. We are currently negotiating the terms of agneements. In the meantime, the predecessomagnée have been extended and the
applicable unions have agreed to provide us withast twenty-four hour advance notice before teating those predecessor agreements.

We may be unable to reach new agreememds,gsion employees may engage in strikes, work ébewns or other labor actions, which
could materially disrupt our ability to provide s&es and result in increased cost to us. In aatdithew labor agreements may impose
significant new costs on us, which could impair fimancial condition or results of operations ie flature. To the extent they contain benefit
provisions, these agreements may also limit owilfléty to change benefits in response to industrcompetitive changes. In particular, the
post-employment benefits provided under these aggats could cause us to incur costs not faced myraBour competitors, which could
ultimately hinder our competitive position.

Our future results will suffer if we do not effeately adjust to changes in our business.

The above-described changes in our indimgtwe placed a higher premium on marketing, tecuicdl, engineering and provisioning
skills. Our future success depends, in part, orability to retrain our staff to acquire or streimgh skills necessary to address these changes,
and, where necessary, to attract and retain nesopeel that possess these skills.

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

Unfavorable general economic conditionsluding the unstable economy and credit marketidcoegatively affect our business.
Worldwide economic growth has been sluggish siri@2and many experts believe that a confluendéaabbrs in the United States, Europe,
Asia and developing countries may result in a prgéa period of economic downturn, slow growth asrexmic uncertainty. While it is
difficult to predict the ultimate impact of thesergeral economic conditions, they could adversdlycathe affordability of and consumer
demand for some of our products and services anld cause customers to shift to lower priced préslaad services or to delay or forgo
purchases of our products and services. Thesetammslimpact, in particular, our ability to selsdretionary products or services to business
customers that are under pressure to reduce aostgjovernmental customers that have sufferechtdmedget cuts. Any one or more of th
circumstances could cause our revenues to condieciiing. Also, our customers may encounter fim@rtardships or may not be able to
obtain adequate access to credit, which could haggimpact their ability to make timely paymemsus. In addition, as discussed further
below, unstable economic and credit markets maglye us from refinancing maturing debt at ternad Hre as favorable as those from
which we previously benefited, at terms that areptable to us or at all. For these reasons, amthgs, if the current economic conditions
persist or decline, this could adversely affect@perating results and financial condition, as vaslbur ability to raise capital.

We could be harmed by security breaches, damagestioer significant disruptions or failures of our @tworks, IT infrastructure or related
systems, or of those we operate for certain of oustomers

To be successful, we will need to contiptrviding our customers with a high-capacity, feléaand secure network. We face the risk, as
does any company, of a security breach or sigmifidésruption of our IT infrastructure and relasatems (including our billing systems).
a communications and IT company, we face an addkdiat a security breach or other significantusion of our public networks or IT
infrastructure and related systems that we devéhsgall, operate and maintain for certain of ousiness and governmental customers could
lead to material interruptions or curtailments efsce. Moreover, due to the nature of our custesnaed services, we
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face a heightened risk that a security breachssugtion could result in unauthorized access tocagtomers' proprietary or classified
information on our public networks or internal sk or the systems that we operate and maintaceftain of our customers.

We make significant efforts to maintain #ezurity and integrity of these types of informatand systems and maintain contingency
plans in the event of security breaches or othstesy disruptions. Nonetheless, we cannot assuréhabwur security efforts and measures
will prevent unauthorized access to our systenss, ¢ destruction of data (including confidentiamt information), account takeovers,
unavailability of service, computer viruses, maleyasr other forms of cyber attacks or similar egefhese threats may derive from human
error, fraud, malice or sabotage on the part ofleyges, third parties or other nations, or coukllefrom accidental technological failure.
Similar to other large telecommunications companigshave been subject to a variety of securitadiies and cyber attacks, although to
none of these have resulted in a material advéfset ®n our operating results or financial coratitiWe cannot assure you, however, that
future security breaches or disruptions would reosbccessful or damaging, especially in light efgnowing frequency and sophistication of
cyber attacks and intrusions. We may be unablaticipate all potential types of attacks or intars or to implement adequate security
barriers or other preventative measures, and asujtimy damages could be material.

Additional risks to our network and infragtture include:

. power losses or physical damage, whether causéicebyadverse weather conditions, terrorism or oitise;
. capacity limitations;

. software and hardware defects or malfunctions;

. programming, processing and other human errat; a

. other disruptions that are beyond our control.

Network disruptions, security breaches ather significant failures of the above-describgstsms could:

. disrupt the proper functioning of these networkd aystems and therefore our operations or thosertdin of our customers;

. result in the unauthorized access to, and desbrydtiss, theft, misappropriation or release oppmiary, confidential, sensiti
or otherwise valuable information of ours, our onsérs or our customers' end users, including tsadeets, which others cot
use for competitive, disruptive, destructive oresthise harmful purposes and outcomes;

. require significant management attention orriitial resources to remedy the damages that restdtahange our systems,
including expenses to repair systems, add new peet@r develop additional protective systems;

. subject us to claims for contract breach, damageslits, fines, penalties, termination or otheredias, particularly with
respect to service standards set by state reguledonmissions; or

. result in a loss of business, damage our reputatioong our customers and the public generally estiojs to additional
regulatory scrutiny or expose us to litigation.

Likewise, our ability to expand and update information technology infrastructure in resperto our growth and changing needs is
important to the continued implementation of ouvrgervice offering initiatives. Our inability to pand or upgrade our technology
infrastructure could have adverse consequenceshwould include the delayed implementation of sewice offerings, increased
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acquisition integration costs, service or billimgerruptions, and the diversion of developmentuesss.
Any or all of the foregoing developmentsiicbhave a negative impact on our results of opmrat financial condition and cash flows.

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

Video streaming services and peepéer file sharing applications use significantlyrenbandwidth than traditional Internet activity ki
as web browsing and email. As utilization rates availability of these services continue to growt bigh-speed Internet customers may use
much more bandwidth than in the past. If this oscue could be required to make significant cagtqdenditures to increase network
capacity in order to avoid service disruptionsuest capacity or slower transmission speeds focastomers. Alternatively, we could
choose to implement network management practicesdiace the network capacity available to bandwidthnsive activities during certain
times in market areas experiencing congestion, wbiuld negatively affect our ability to retain amitkact customers in affected markets.
While we believe demand for these services mayedrighspeed Internet customers to pay for faster broatlbpaeds, we may not be abli
recover the costs of the necessary network inveggn&his could result in an adverse impact toaperating margins, results of operations
and financial condition.

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

From time to time, we receive notices fritrind parties or are named in lawsuits filed bydtparties claiming we have infringed or are
infringing upon their intellectual property rights/e may receive similar notices or be involvedimikar lawsuits in the future. Responding to
these claims may require us to expend signifidamd atnd money defending our use of affected tedwyyplmay require us to enter into
licensing agreements requiring royalty paymentswewould not otherwise have to pay or may requg¢o pay damages. If we are required
to take one or more of these actions, our profitging may decline. In addition, in responding test claims, we may be required to stop
selling or redesign one or more of our productsasvices, which could significantly and adversdfge the way we conduct business.

Similarly, from time to time, we may ne@dabtain the right to use certain patents or oititetlectual property from third parties to be
able to offer new products and services. If we cafinense or otherwise obtain rights to use amyired technology from a third party on
reasonable terms, our ability to offer new prodaetd services may be restricted, made more costliglayed.

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

We rely on reseller and sales agency aemegts with other companies to provide some o$#émeices that we sell to our customers,
including video services and wireless products sadlices. If we fail to extend or renegotiate thesangements as they expire from time to
time or if these other companies fail to fulfilleih contractual obligations to us or our customeesmay have difficulty finding alternative
arrangements and our customers may experienceptira to their services. In addition, as a res@tesales agent, we do not control the
availability, retail price, design, function, quglireliability, customer service or branding oésle products and services, nor do we directly
control all of the marketing and promotion of th@seducts and services. To the extent that thés® aompanies make decisions that
negatively impact our ability to market and sedittproducts and services, our business plans aald @nd our reputation could be negati\
impacted. If these reseller

21




Table of Contents
and sales agency arrangements are unsuccessfid dne or more of these risks, our business anchtipg results may be adversely affec

Consolidation among other participants in the temmmunications industry may allow our competitors ¢ompete more effectively against
us, which could adversely affect our operating rétsuand financial condition.

The telecommunications industry has expegd substantial consolidation over the last coapliecades, and some of our competitors
have combined with other telecommunications prawdesulting in larger competitors that have grefihancial and business resources and
broader service offerings. Further consolidationldancrease competitive pressures, and could adiyeaffect our operating results and
financial condition, as well as our ability to ser/debt and pay other obligations.

We have a significant amount of goodwill and othietangible assets on our balance sheet. If our gedltior other intangible assets
become impaired, we may be required to record aifigant charge to earnings and reduce our stockhders' equity.

Under generally accepted accounting priesigntangible assets are tested for impairmergroannual basis or more frequently
whenever events or circumstances indicate thaaitying value may not be recoverable. If our igiale assets are determined to be impe
in the future, we may be required to record a $icamt, non-cash charge to earnings during theogén which the impairment is determined.

We rely on a limited number of key suppliers, vemsidandlords and other third parties to operatemusiness.

We depend on a limited number of supplérd vendors for equipment and services relatiraptanetwork infrastructure. Our local
exchange carrier networks consist of central oféind remote sites, all with advanced digital svagcHf any of these suppliers experience
interruptions or other problems delivering or seing these network components on a timely basispparations could suffer significantly.
To the extent that proprietary technology of a $iepjis an integral component of our network, weyrhave limited flexibility to purchase k
network components from alternative suppliers.ddition, we rely on a limited number of softwarenders to support our business
management systems. In the event it becomes negésseek alternative suppliers and vendors, we Ineaunable to obtain satisfactory
replacement supplies, services, space or utilitiesconomically attractive terms, on a timely basisat all, which could increase costs or
cause disruptions in our services.

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

Over the past few years, certain utilitesoperatives and municipalities in certain of sketes in which we operate have requested
significant rate increases for attaching our ptartheir facilities. To the extent that these éeditare successful in increasing the amount we
pay for these attachments, our future operatintsassl increase.

In addition, we rely on rights-of-way, coltiion agreements and other authorizations grabhytepbvernmental bodies and other third
parties to locate our cable, conduit and other agtvequipment on their respective properties. if ahthese authorizations terminate or la
our operations could be adversely affected.

We depend on key members of our senior managemesnnt

Our success depends largely on the skitiserience and performance of a limited numbeenfa officers. Competition for senior
management in our industry is intense and we mag Héficulty retaining our current senior officess attracting new ones in the event of
terminations or
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resignations. For a discussion of similar retentioncerns relating to our recent mergers, pleas¢hserisks described below under the
heading "Risks Relating to our Recent Acquisition.”

Risks Relating to our Recent Acquisition

We may be unable to integrate successfully into €eylLink its recently-acquired operations and reaé the anticipated benefits of the
recent acquisition.

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

. the inability to successfully combine our busis®s in a manner that permits the combined comjpaaghieve the cost savings
and operating synergies anticipated to result fiteenacquisition, either due to technological chagks, personnel shortages,
strikes or otherwise, any of which would resulthie anticipated benefits of the acquisition nohgeiealized partly or wholly
in the time frame anticipated or at all;

. lost sales as a result of customers decidingandb business with the combined company;
. the complexities associated with managing thelined businesses out of several different locatad integrating personnel
from multiple companies, while at the same timeraiting to provide consistent, high quality produand services under a

unified culture;

. the additional complexities of combining two comjeanwith different histories, regulatory restrict® sales forces, marketing
strategies, product markets and customer bases;

. the failure to retain key employees, some of mlamuld be critical to integrating or expanding tdeenpanies;
. potential unknown liabilities and unforeseenr@ased expenses or regulatory conditions assoaciatiedhe acquisition; and
. performance shortfalls at one or both of the bempanies as a result of the diversion of managésattention caused by

integrating the companies' operations.

For all these reasons, you should be athartdt is possible that the integration procesdaoesult in the distraction of our management,
the disruption of our ongoing business or incomrsisies in our products, services, standards, denpmcedures and policies, any of which
could adversely affect our ability to maintain tedaships with customers, vendors and employeés achieve the anticipated benefits of the
acquisition, or could otherwise adversely affeatlousiness and financial results.

CenturyLink cannot assure you whether, when or irhat amounts they will be able to use QCII's net ogtng losses.

At December 31, 2012, QCII had approxima$8.3 billion of federal net operating lossesN@Ls. These NOLs can be used to offset
their future federal taxable income.

CenturyLink's acquisition of QCII caused"awnership change" under federal tax laws relatinthe use of NOLs. As a result, these
laws could limit CenturyLink's ability to use QGIINOLs and certain other deferred tax attributegdmice future federal taxable income.
CenturyLink currently expects to use substantiallyof QCIlI's NOLs and certain other deferred téxilautes. However, if CenturyLink is
unable to realize these benefits, CenturyLink'sririncome tax payments would be
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higher than expected, which would adversely aftsdinancial results and liquidity. As a wholly oed subsidiary of these companies, our
financial results and liquidity could be similad§fected.

Risks Relating to Legal and Regulatory Matters

Any adverse outcome of the KPNQwest litigation,adher material litigation of CenturyLink could hava material adverse impact on ol
financial condition and operating results, on theading price of our debt securities and on our abjito access the capital marke

As described in Item 8 of CenturyLink's @@ll's Annual Reports on Form 10-K, CenturyLinlda@CIll are involved in several legal
proceedings that, if resolved against them, coaltela material adverse effect on their businesdiaadcial condition. As a wholly owned
subsidiary of CenturyLink and QCII, our businesd &nancial condition could be similarly affectethese matters include certain KPNQw
matters, which present material and significarksri® QCII and us. In the aggregate, the plainiifffhie KPNQwest matters seek billions of
dollars in damages. QCII continues to defend agé#iese matters vigorously and is currently unédlerovide any estimate as to the timing
of their resolution.

We can give no assurance as to the impac€Cll's and our financial results or financiahddion that may ultimately result from these
matters. The ultimate outcomes of these matterstédlrancertain, and substantial settlements dgjuents in these matters could have a
significant impact on QCII and us. The magnitudswth settlements or judgments resulting from tinesters could materially and advers
affect QCIlI's financial condition and ability to etdts debt obligations, potentially impactingdtedit ratings, its ability to access capital
markets and its compliance with debt covenantadufition, the magnitude of any such settlemenfadgments may cause QCII to draw
down significantly on its cash balances, which migince it to obtain additional financing or exptoother methods to generate cash. Such
methods could include issuing additional debt séearor selling assets. As a wholly owned subsjdad QCII, our business operations and
financial condition could be similarly affected.

There are other material proceedings penagainst CenturyLink and QCII, as described iml&of CenturyLink's and QCIlI's Annual
Reports on Form 10-K. Depending on their outcomg,a these matters could have a material advdfset®n our financial position or
operating results. We can give you no assuranctsths impact of these matters on our operatingltg or financial condition.

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

General. We are subject to significant regulation by theéal Communications Commission ("FCC"), which flaggs interstate
communications, and state utility commissions, Whiegulate intrastate communications. Generallymust obtain and maintain certificates
of authority from the FCC and regulatory bodiesniost states where we offer regulated servicesyandre subject to numerous, and often
quite detailed, requirements and interpretatiordeufiederal, state and local laws, rules and réiguis. Accordingly, we cannot ensure that
we are always considered to be in compliance witthese requirements at any single point in tifitee agencies responsible for the
enforcement of these laws, rules and regulationsiniate inquiries or actions based on custonwenplaints or on their own initiative.

Regulation of the telecommunications indusbntinues to change rapidly, and the regulagmyironment varies substantially from
jurisdiction to jurisdiction. Notwithstanding a et movement towards alternative regulation, atsmiigl portion of our local voice servic
revenue remains subject to FCC and state utilitgragssion pricing regulation, which periodically eggs us to pricing or earnings disputes
and could expose us to unanticipated price declingsrexchange carriers have filed
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complaints in various forums requesting reductionsur access rates. In addition, several Idisgance providers are disputing amounts o
to us for carrying VolP traffic, or traffic theyaim to be VolIP traffic, and are refusing to paylsamounts. There can be no assurance that
future regulatory, judicial or legislative actiés will not have a material adverse effect on qarations, or that regulators or third parties
not raise material issues with regard to our coamgié or noncompliance with applicable regulations.

Risks associated with recent changes in fadl regulation. On October 27, 2011, the FCC adopted the Conneetrisa and
Intercarrier Compensation Reform order ("CAF orylértended to reform the existing regulatory regitmeecognize ongoing shifts to new
technologies, including VolP, and gradually re-direniversal service funding to foster nationwidednband coverage. This initial ruling
provides for a multi-year transition over the nd&tade as intercarrier compensation charges aneeéduniversal service funding is
explicitly targeted to broadband deployment, artasstiber line charges paid by end user customergradually increased. We expect these
changes will substantially increase the pace afictdns in the amount of switched access revengeseeeive in our wholesale business,
while creating opportunities for increases in fediéiversal Service Fund ("USF") and retail reveistreams. Several judicial challenges to
the CAF order are pending and additional futurdlehges are possible, any of which could alterelag the FCC's proposed changes. In
addition, based on the outcome of the FCC procegsdirarious state commissions may consider chaogésir universal service funds or
intrastate access rates. Moreover, rulemaking deditp implement the order is not complete, an@sd\WCC proceedings relating to the
order remain pending. For these and other reagansannot predict the ultimate impact of these gedings at this time.

In addition, during the last few years Cas3 or the FCC has initiated various other changelsiding (i) broadband stimulus projects,
support funds and similar plans and (i) new "netwreutrality” rules. The FCC is also considerifhguges in the regulation of special access
services. Any of these recent or pending initiatigeuld adversely affect our operations or findnasults.

Risks posed by costs of regulatory compliaa. Regulations continue to create significant conmaécosts for us. Challenges to our
tariffs by regulators or third parties or delayltaining certifications and regulatory approvadsild cause us to incur substantial legal and
administrative expenses, and, if successful, shalienges could adversely affect the rates thatinweable to charge our customers. Our
business also may be impacted by legislation agualagon imposing new or greater obligations redateregulations or laws related to
broadband deployment, bolstering homeland secunityeasing disaster recovery requirements, minngienvironmental impacts, enhanc
privacy, or addressing other issues that impacbasmess, including the Communications Assistdoceaw Enforcement Act (which
requires communications carriers to ensure that gggiipment, facilities, and services are ablfatilitate authorized electronic surveillanc
and laws governing local number portability andtooeer proprietary network information requirememé& expect our compliance costs to
increase if future laws or regulations continuetease our obligations to assist other governat@mgencies.

Risks posed by other regulationsAll of our operations are also subject to a vgrigtenvironmental, safety, health and other
governmental regulations. We monitor our complianwié federal, state and local regulations govegriire management, discharge and
disposal of hazardous and environmentally sensitigierials. Although we believe that we are in chamge with these regulations, our
management, discharge or disposal of hazardousrantnmentally sensitive materials might exposéousdaims or actions that could hav
material adverse effect on our business, finarmatition and operating results.
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Regulatory changes in the communications industiguid adversely affect our business by facilitatiggeater competition against u:

For over 15 years, Congress and the FCE taken several steps that have resulted in inetle@@mpetition among communications
service providers. Many of the FCC's regulatiomsai® subject to judicial review and additional mkkings, thus making it difficult to
determine the ultimate impact of these changessamd our competitors.

"Net neutrality" legislation or regulation could Imit our ability to operate our high-speed data boess profitably and to manage our
broadband facilities efficiently.

In order to continue to provide quality ligpeed data service at attractive prices, we\melie need the continued flexibility to respond
to changing consumer demands, to manage bandwsdtielefficiently and to invest in our networks. H@&C's "net neutrality" regulations
could adversely impact our ability to operate oighkspeed data network profitably and to underthkeupgrades and implement network
management practices that may be needed to coriimrevide high quality high-speed data serviees| could therefore negatively impact
our ability to compete effectively.

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

The law relating to the liability of privahetwork operators for information carried onyatior disseminated through their networks is
still unsettled. As such, we could be exposeddallelaims relating to content disseminated onraiworks. Claims could challenge the
accuracy of materials on our network, or could Imganatters such as defamation, invasion of privaogopyright infringement. If we need
to take costly measures to reduce our exposuteesetrisks, or are required to defend ourselveisstgauch claims, our financial results cc
be negatively affected.

We are subject to significant regulations that litrour flexibility.

As a diversified full service incumbentdexchange carrier in most of our key marketshewe traditionally been subject to significant
regulation that does not apply to many of our catitgms. This regulation imposes substantial commaécosts on us and restricts our ability
to change rates, to compete and to respond rajidiiganging industry conditions. As our businesoh®es increasingly competitive,
regulatory disparities between us and our compstitould impede our ability to compete.

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

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

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

Changing laws, regulations and standandsimg to corporate governance and public disclesimcluding the Sarbanes-Oxley Act and
the Dodd-Frank Wall Street Reform and Consumereetimin Act, and related regulations implementedeieder, are increasing legal and
financial compliance costs and making some actisithore time consuming. Any failure to successfoilyimely complete annual
assessments of our internal controls required Ioyi@e404 of the Sarbanes-Oxley Act could subjecousanctions or investigation by
regulatory authorities. Any such action could ade&r affect our financial results or investors'fadence in us.
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For a more thorough discussion of the ratguy issues that may affect our business, seedlBegn" in Item 1 of this report.

Risks Affecting our Liquidity and Capital Resources

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

Our ultimate parent, CenturyLink, and watioue to carry significant debt. As of Decembey 3112, our consolidated debt was
approximately $7.6 billion, which was included ier@uryLink's consolidated debt of approximately $2aillion as of that date.
Approximately $2.1 billion of CenturyLink's debtaegities, which includes approximately $1.4 billiohour debt securities, come due over
the next thirty-six months. While we currently le®ié that CenturyLink and we will have the financgdources to meet or refinance our
obligations when they come due, we cannot fullycpate our future financial condition or the camati of CenturyLink, the credit markets
the economy. We may incur unexpected expenseahilities, and we may have limited access to fifamnc

Our significant levels of debt can adveysdfect us in several other respects, includipdjrtiiting our ability to access the capital
markets, (ii) exposing us to the risk of creditngtdowngrades, which would raise our borrowingte@nd could further limit our access to
capital, (iii) hindering our flexibility to plan foor react to changing market, industry or econormieditions, (iv) limiting the amount of cash
flow available for future operations, acquisitiodsjidends, or other uses, (v) making us more walbke to economic or industry downturns,
including interest rate increases, and (vi) placiagt a competitive disadvantage compared tddessaged competitors.

The effects of each of these factors cbeldihtensified if we increase our borrowings. Wpeset to periodically require financing to m
our debt obligations as they come due. Due to tistable economy and credit market, we may not ketatrefinance maturing debt at terms
that are as favorable as those from which we pusiyobenefited, at terms that are acceptable tr as all. We may also need to obtain
additional financing or investigate other methaalgénerate cash (such as further cost reductiotiee@ale of assets) under a variety of
circumstances, including if revenues and cash peal’by operations decline, if economic conditiomaken, if competitive pressures
increase, if regulatory requirements change, ift@shink or QCII are required to contribute a mé&éamount of cash to their pension plans,
if CenturyLink or QCII are required to begin to pather post-retirement benefits significantly earthan is anticipated, if CenturyLink or
QCII become subject to significant judgments otlsetents in one or more of the matters discussétbie 16—Commitments and
Contingencies—to the consolidated financial stat@m@ Item 8 of this report or in Item 8 of Cenftuink's and QCII's Annual Reports on
Form 10-K. We can give no assurance that this madit financing will be available on terms that aceeptable to us or at all. If we are able
to obtain additional financing, our credit ratirgmuld be adversely affected, which could furthéseaur borrowing costs and further limit «
future access to capital and our ability to satafy debt obligations.

Certain of CenturyLink's and QCII's deldtmments have cross payment default or crosseretiein provisions. When present, these
provisions could have a wider impact on liquidityam might otherwise arise from a default or acegien of a single debt instrument. Any
such event could adversely affect our ability tadwct business or access the capital markets and adversely impact our credit ratings.
See "Management's Discussion and Analysis of Finh@ondition and Results of Operations—LiquiditydaCapital Resources" in Item 7 of
this report for additional information about Centuink's credit facility.

27




Table of Contents

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

The terms of our debt instruments and &gt chstruments of CenturyLink and its other sulasids permit additional indebtedness.
Additional debt may be necessary for many reasankiding those discussed immediately above. Inergal borrowings on terms that
impose additional financial risks could exacerliateother risks described in this report.

Our business requires us to incur substantial cagiand operating expenses, which reduce our avaliéaftee cash flow.

Our business is capital intensive, and mtecgate that our capital requirements will con#rto be significant in the coming years. As
discussed further under "Risk Factors—Risks AffegtDur Business—Increases in broadband usage mag c&twork capacity limitations,
resulting in service disruptions, reduced capamitglower transmission speeds for our customansréased bandwidth consumption by
consumers and businesses have placed increasedateorathe transmission capacity of our networksel determine that our networks
must be expanded to handle these increased denvemdsay be required to make substantial capitatedjpures, even though there is no
assurance that the return on our investment wildiisfactory. In addition, many of our growth i@iives are capital intensive and changes in
technology could require further spending. In addito investing in expanded networks, new prodoctsew technologies, we must from
time to time replace some of the equipment thapstip our traditional services as that equipmersagven though the revenue base from
those services is not growing. While we believe tha planned level of capital expenditures willenboth our maintenance and core growth
requirements, this may not be the case if demandasipnetwork continue to accelerate or other civstances underlying our expectations
change. Increased spending could, among otherghattyersely affect our operating margins, cashislaesults of operations and financial
position.

Similarly, we continue to anticipate indng substantial operating expenses to supportrawmibent services and growth initiatives.
Although we have successfully reduced our operaipenses over the past few years, we may be utmhleher reduce these costs, even if
revenues in some of our lines of business are dsitig. If so, our operating margins will be advirémpacted.

Adverse changes in the value of assets or obligagiassociated with QCII's qualified pension planwd negatively impact QCII's
liquidity, which may in turn affect our business ahliquidity.

A substantial amount of our employees pigdite in a qualified pension plan sponsored bylQCI

The funded status of QCII's qualified pengplan is the difference between the value of plssets and the benefit obligation. The
accounting unfunded status of QClI's qualified pemglan was $948 million as of December 31, 20derse changes in interest rates or
market conditions, among other assumptions andr®otould cause a significant increase in QCHisdiit obligation or a significant
decrease in the value of plan assets. These adveasges could require QCII to contribute a maltar@ount of cash to its pension plan or
could accelerate the timing of required cash paymérme amounts contributed by us through QClInmtesegregated or restricted and ma
used to provide benefits to employees of QCII'eotubsidiaries. QCII determines our cash contobudnd, historically, has only requirec
to pay our portion of its required pension conttitw. Based on current laws and circumstanceQ@) was not required to make a cash
contribution to this plan in 2012 and (ii) QCII doeot expect it will be required to make a contiidbuin 2013. The actual amount of required
contributions to our plan in 2014 and beyond wipdnd on earnings on plan investments, prevaititegést and discount rates, demographic
experience, changes in plan benefits and chandesding laws and regulations. Any future matecash contributions could have a nega
impact on QCII's liquidity by reducing its cashvils, which in turn could affect our liquidity.
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CenturyLink and QC plan to access the public debdnkets, and we cannot assure you that these markétisremain free of disruptions.

CenturyLink has a significant amount ofébtedness that it intends to refinance over thé seseral years, principally it expects throi
the issuance of debt securities of CenturyLink,@®@oth. CenturyLink's ability to arrange additibfinancing will depend on, among other
factors, the financial position, performance, aratlit ratings of CenturyLink and QC, as well asvpittng market conditions and other fact
beyond its control. Prevailing market conditionsiidobe adversely affected by the ongoing disruggtionthe European sovereign debt
markets, the failure of the United States to redtscdeficit in amounts deemed to be sufficiensgble further downgrades in the credit
ratings of the U.S. debt, contractions or limitedvgth in the economy or other similar adverse eatinalevelopments in the U.S. or abroad.
Instability in the global financial markets hasrfréime to time resulted in periodic volatility ihe capital markets. This volatility could limit
CenturyLink's access to the credit markets, leatbrfigher borrowing costs or, in some cases,rbbility to obtain financing on terms that
are acceptable to us, or at all. Any such failorelitain additional financing could jeopardizedtsl our ability to repay, refinance or reduce
debt obligations.

Other Risks
We regularly transfer our cash to CenturyLink, wHicexposes us to certain risks.

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

If conditions or assumptions differ from the judgmeés, assumptions or estimates used in our critiegtounting policies, the accuracy
our consolidated financial statements and relateidalosures could be affected.

The preparation of financial statements rhated disclosures in conformity with U.S. gelfigraccepted accounting principles requires
management to make judgments, assumptions andag¢sstinihat affect the amounts reported in our cateseld financial statements and
accompanying notes. Our critical accounting poticighich are described in "Management's DiscussimhAnalysis of Financial Condition
and Results of Operations—Critical Accounting Febcand Estimates" in Item 7 of this report, déscthose significant accounting policies
and methods used in the preparation of our coretelitifinancial statements that are consideredcalitbecause they require judgments,
assumptions and estimates that materially impactounsolidated financial statements and relateclalisires. As a result, if future events or
assumptions differ significantly from the judgmeragssumptions and estimates in our critical acéogmolicies, these events or assumptions
could have a material impact on our consolidatedrfcial statements and related disclosures.

Tax audits or changes in tax laws could adverseffeat us.

For periods after the April 1, 2011 closofgCenturyLink's acquisition of QCII, we are indkd in the consolidated federal income tax
return of CenturyLink. As such, we could be sevgii#ble for tax examinations and adjustmentsiaitable to other members of the QCII
CenturyLink affiliated groups, as applicable. Sfg@int taxpayers (such as QCII for periods priotht® CenturyLink acquisition and
CenturyLink for periods after the CenturyLink acgjtion) are subject to frequent and regular auajtthe Internal Revenue Service as we
state and local tax authorities. These audits csuligect us to tax liabilities if adverse positi@me taken by these tax authorities.
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Tax sharing agreements have been execetastbn QCII and previous affiliates, and QCII bedie the liabilities, if any, arising from
adjustments to previously filed returns would benledby the affiliated group member determined teeha deficiency under the terms and
conditions of such agreements and applicable tax\lde have not generally provided for liabilitigtributable to former affiliated companies
or for claims they have asserted or may asserhapas.

We believe that we have adequately providetiax contingencies. However, QCII's tax auditsl examinations may result in tax
liabilities that differ materially from those thake have recognized in our consolidated financeteshents. Because the ultimate outcomes of
all of these matters are uncertain, we can givassoirance as to whether an adverse result frororamere of them will have a material eff
on our financial results.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Our property, plant and equipment congisitscipally of telephone lines, central office gguient, land and buildings related to our
telephone operations. Our gross property, plantguipbment consisted of the following componentsfale following dates:

Successor
December 31  December 31
2012 2011

Land 4% 4%
Fiber, conduit and other outside pl&ht 38% 39%
Central office and other network electroni®s 28% 26%
Support assefd 26% 29%
Construction in progres® 4% 2%

Gross property, plant and equipm 100% 100%
(1) Fiber, conduit and other outside plant consistiibef and metallic cable, conduit, poles and othgporting structures.
2) Central office and other network electronics cassig circuit and packet switches, routers, traission electronics and electronics providing sertace

customers.

(3) Support assets consist of buildings, computersottmel administrative and support equipment.
(4) Construction in progress includes inventory heldcfanstruction and property of the aforementiore@gories that has not been placed in serviceigstitl

under constructior

We own substantially all of our telecommaations equipment required for our business. Howeve lease certain facilities, plant,
equipment and software under various capital leasengements when the leasing arrangements arefavar@ble to us than purchasing the
assets.

We also own and lease administrative officemajor metropolitan locations primarily withdmir local service area. Substantially all of
our network electronics equipment is located indings or on land that we own or lease within agal service area.

On April 1, 2011, our indirect parent, QQiecame a wholly owned subsidiary of CenturyLi@k.the date of the acquisition, our assets
and liabilities were recognized at fair value. Tiagaluation has been reflected in our consolidfitehcial statements and, therefore, has
resulted in a new basis of accounting for the sssmeperiod beginning on April 1, 2011. As of thiecessor dates of December 31, 2012 and
December 31, 2011, our total net property, pladteguipment was approximately $7.2 billion and agjnately $7.5 billion, respectively.

For additional information, see Note 2—AcquisitioinQCII by CenturyLink and Note 6—Property, Plantda&Equipment to the consolidated
financial statements in Item 8 of this report.

During 2012, we reclassified certain amsugported in prior periods of inventory held fonstruction to conform to the current period
presentation. This reclassification increased cansbn in progress at December 31, 2011 by $38anilvith an offsetting decrease to fiber,
conduit and other outside plant and central offind other network electronics by $8 million and $30ion, respectively.

ITEM 3. LEGAL PROCEEDINGS

The information contained in Note 16—Commants and Contingencies to the consolidated firdustatements included in Item 8 of
this report is incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

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

Not Applicable.

ITEM 6. SELECTED FINANCIAL DATA

The following table of selected consolidbtimancial data should be read in conjunction waitidl are qualified by reference to the
consolidated financial statements and notes thémdtem 8 of this report and "Management's Disausand Analysis of Financial Condition
and Results of Operations" in Item 7 of this report

The comparability of the following selecti@bncial data below is significantly impacted GgnturyLink's April 1, 2011 indirect
acquisition of us and the resulting revaluatiomaf assets and liabilities. As a result of the &itjon, the following table presents certain
selected consolidated financial data for two pesiguiedecessor and successor, which relate toeti@ds preceding the acquisition and the
period succeeding the acquisition, respectivelyesehistorical results are not necessarily indieadf results that you can expect for any
future period.

Selected financial information from the solidated statements of operations data is asisllo

Successof?) Predecessof!)
Nine
Year Months Three Year Year Year
Ended Ended Months Ended Ended Ended
December 31 December 31 Ended December 31 December 31 December 31
March 31,
2012 2011 2011 2010 2009 2008
(Dollars in millions)
Operating revenue $ 8,84¢ 6,63¢ 2,26¢ 9,271 9,731 10,38¢
Operating expenst 6,94: 5,43¢ 1,63( 6,78¢ 7,16¢ 7,52¢
Operating incom $ 1,90¢ 1,19¢ 63€ 2,48: 2,56: 2,86:
Income before income tax
expense $ 1,391 89z 49( 1,87: 1,921 2,26
Net income 84¢ 54z 29¢ 1,082 1,19 1,43¢
(1) See "Management's Discussion and Analysis of Finh@ondition and Results of Operations—Result®pérations” in Item 7 of this report for a discossof unusual items

affecting the results for the successor year efismtmber 31, 2012, the successor nine months éneteeimber 31, 2011, the predecessor three montlesl éarch 31, 2011, as
well as the predecessor year ended December 3Q,

Selected financial information from the solidated balance sheets is as follows:

Successo! Predecesso
December 31 December 31 December 31 December 31

December 31
2012 2011 2010 2009 2008

(Dollars in millions)

Goodwill $ 9,36¢ 9,36¢ — — —
Total asset 23,94! 24,80¢ 12,57( 13,997 14,25:
Total long-term deb) 7,62¢ 8,32¢ 8,01: 8,38¢ 7,58¢
Total stockholder's equity (defici 9,97¢ 9,86¢ (831) 31z 78€
1) Total long-term debt is the sum of current matesitdf long-term debt and long-term debt on our alidiated balance sheets. For total obligations,'Sksagement's Discussion

and Analysis of Financial Condition and Result©peration—Future Contractual Obligations" in Item 7 of théport.
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Selected financial information from the solidated statements of cash flows is as follows:

Successo Predecesso
Nine Three
Year Months Months Year Year Year
Ended Ended Ended Ended Ended Ended
December 31, December 31, March 31, December 31, December 31, December 31,
2012 2011 2011 2010 2009 2008
(Dollars in millions)
Other data
Net cash provided by operating activit $ 2,77¢ 2,201 86¢ 3,23t 3,167 3,47¢
Net cash used in investing activiti (1,52¢) (2,19) (335) (1,25¢6) (2,100 (2,407)
Net cash used in financing activiti (1,247 (1,20%) (525) (2,80)) (1,28¢) (2,13¢)
Payments for property, plant and equipment andalasd
software (1,26€) (1,03¢) (34)) (1,240 (1,10€) (1,409
The following table presents certain seldatonsolidated operating data as of the follovdatgs:
Successor Predecessor
December 31, December 31 December 31,
2012 20111 2010
(in thousands)
Broadband subscribefd 3,31¢ 3,18¢ 3,05
Access line$®) 8,05¢ 8,53¢ 9,19:
1) In the second quarter of 2012, we updated our ndetbgy for counting our broadband subscribers asthssified prior year amounts to conform to theent
period presentation. For additional information ‘#danagement's Discussion and Analysis of Finan€a@idition and Results of Operations—Overview" in
Item 7 of this report.
) Broadband subscribers are customers that purclgisepeed Internet connection service through testing telephone lines and fiber-optic cables.
(3)

Access lines are telephone lines reaching fronttiséomers' premises to a connection with the pusiwlitcched telephone network, or PSTN.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
All references to "Notes" in this Item 7 refer he tNotes to Consolidated Financial Statements detuin Item 8 of this report.

Certain statements in this report congifotward-looking statements. See "Special NoteaR#igg Forward-Looking Statements" in
Item 1 of this report for factors relating to thesatements and "Risk Factors" in Item 1A of tleisart for a discussion of certain risk factors
applicable to our business, financial condition eggllts of operations.

Overview

We are an integrated communications comgagaged primarily in providing an array of comnuoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longadise, network access, private line
(including special access), broadband, data, veiseded video services. In certain local and redioreakets, we also provide local access and
fiber transport services to competitive local exxdecarriers. We strive to maintain our customkatienships by, among other things,
bundling our service offerings to provide our cuséws with a complete offering of integrated comngations services.

We generate the majority of our revenuemfservices provided in the 14-state region of émi, Colorado, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington and Wyoming. Werr® this region as our local
service area.

As discussed in Note 2—Acquisition of Q6Yl CenturyLink to the consolidated financial stagens in Item 8 of this report, on April 1,
2011, our indirect parent, QCII, became a whollyned subsidiary of CenturyLink.

Since April 1, 2011, our consolidated resof operations have been included in the conatdifiresults of operations of our ultimate
parent, CenturyLink. CenturyLink has accounteditoacquisition of QCII and us under the acquisitinethod of accounting, which resulted
in the assignment of the purchase price to thesasguired and liabilities assumed based on et their acquisition date fair values.
The aggregate consideration exceeded the aggrestateated fair value of the assets acquired ahditias assumed by $9.369 billion, which
we have recognized as goodwill. This goodwill isilbtitable to strategic benefits, including enhahfieancial and operational scale, market
diversification and leveraged combined networks i expect CenturyLink and its consolidated subsigs, including us, to realize. None
of the goodwill associated with this acquisitiordeductible for income tax purposes. The recogmitibassets and liabilities at fair value is
reflected in our consolidated financial statemamd therefore has resulted in a new basis of aticmuior the "successor period” beginning
on April 1, 2011. This new basis of accounting neetimat our consolidated financial statements fersticcessor periods will not be
comparable to our previously reported consolidéitehcial statements, including the predecessdogaonsolidated financial statements in
this report.
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We have incurred operating expenses retat€knturyLink's indirect acquisition of us, whicbnsist primarily of integration and
severance expenses. The table below summarizegquisition-related expenses:

Successo! Predecesso Combined
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2011

(Dollars in millions)
Acquisition-related
expense: $ 39 14¢€ 2 14¢

The total amounts of these expenses aognéed in our cost of services and products alithgegeneral and administrative expenses.

CenturyLink has cash management arrangenb@tiveen certain of its subsidiaries that inclimkss of credit, affiliate obligations,
capital contributions and dividends. As part ofstaeash management arrangements, affiliates prbm&eof credit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timendér these arrangements, the majority
of our cash balance is advanced on a daily basieturyLink. From time to time we may declare aag dividends to Qwest Services
Corporation ("QSC"), using cash repaid to us unidese advances, which has the net effect of regubimamount of these advances. We
report the balance of these transfers on our cimaet balance sheet as advances to affiliates.

Since the April 1, 2011 closing of Centuinit's indirect acquisition of us, our operationsédbeen integrated into and reported as ps
the segments of CenturyLink. CenturyLink's chieéi@gting decision maker ("CODM") has become our CQDM reviews our financial
information on an aggregate basis only in connaatiith our quarterly and annual reports that we With the Securities and Exchange
Commission ("SEC"). Consequently, we do not prowidediscrete financial information to the CODM amegular basis.

We currently categorize our products, sswiand revenues among the following three categjori

. Strategic serviceswhich include primarily private line (includingecial access), broadband, video (including resatdllite
video services) and Verizon Wireless services;

. Legacy servicesyhich include primarily local, long-distance, intated services digital network (which uses regtdaphone
lines to support voice, video and data applica)ioswitched access and traditional wide area ndtWdAN") services (whicl
allows a local communications network to link tdwerks in remote locations); and

. Affiliates and other servicesvhich consist primarily of USF revenues and sargks and services we provide to our affiliates.
We provide to our affiliates telecommunicationsvezrs that we also provide to external customersddition, we provide to
our affiliates computer system development and simervices, network support and technical sesvice

During the first quarter of 2012, we resléied certain prior period revenues between tloeeghentioned three categories to conform to
the current period presentation.

As of the successor date of December 312 2@e operated approximately 8.1 million accassdj which are telephone lines reaching
from the customers' premises to a connection wighpublic switched telephone network. We count s&tiees when we install the service.
Our methodology includes only those access linaswie use to provide services to external customrsdsexcludes lines used solely by us
and our affiliates. It also excludes unbundled ®apd includes stand-alone broadband subscribarsm@hodology for counting our access
lines may not be comparable to those
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of other companies. As of the successor date oéber 31, 2012, we also served approximately 3li&mbroadband subscribers. As
described below, we have updated our methodologgdonting broadband subscribers to include resiglebusiness and wholesale
subscribers instead of only residential and smadiress subscribers.

Our analysis presented below is organingutdvide the information we believe will be useful understanding the relevant trends
affecting our business. The discussion in "Managgti®®iscussion and Analysis of Financial Conditzomd Results of Operations” is
presented on a combined basis for the successodpén 2011. We believe that the discussion oaralined basis is more meaningful as it
allows the results of operations to be analyzatiecannual period in 2012. This discussion shoeldelad in conjunction with our
consolidated financial statements and the notestitién Item 8 of this report.

Business Trends

Our financial results were impacted by sabvsignificant trends, which are described belde expect that these trends will continue to
affect our results of operations, cash flows oafficial position.

. Strategic servicesWe continue to see shifts in the makeup of owl t@venues as customers move to strategic sey@oel
as private line (including special access), broadl@nd video services, from legacy services, sedbaal and access services.
Revenues from our strategic services represent#d 38% and 33% of our total revenues for the sistregear ended
December 31, 2012, the combined year ended Dece3ib@011 and the predecessor year ended Decerhp2010,
respectively, and we expect that this percentagecarntinue to grow. We continue to focus on inaiaeg subscribers of our
broadband services, particularly among consumeisaradl business customers. As of the successofl@ecember 31, 201
we reached approximately 3.3 million broadband stibsrs compared to approximately 3.2 million ashef successor date of
December 31, 2011 and 3.1 million as of the presiredate of December 31, 2010. We believe thdtreaily increasing
connection speeds is important to remaining cortipetin our industry. As a result, we continuerwast in our broadband
network, which allows for the delivery of higheresg broadband services than would otherwise géyndeahbvailable through
a more traditional telecommunications network mag®f only copper wires. In addition to our broadthaetwork, we
continue to expand our product offerings, includitibernet, and enhance our marketing efforts asongete in a maturing
market in which most consumers already have braatibarvices. While traditional broadband servigesdaclining, they hay
been more than offset by growth in fiber based diibaad services. We expect these efforts will improur ability to compete
and increase our broadband revenues. Another ingmacting our strategic services is the deploynaéfiber-based special
access services provided to wireless carriers,winienany cases replaces existing copper-basetibspecess services. We
believe the growth in fiber-based special accesscss provided to wireless carriers for backhaill, witimately, over time,
offset the decline in copper-based special acaasicses provided to wireless carriers as they négra Ethernet services,
although the timing and magnitude of this technmalgmigration is uncertain;

. Legacy servicesRevenues from our legacy services represented 39%,and 47% of our total revenues for the successa
ended December 31, 2012, the combined year endeghideer 31, 2011 and the predecessor year endednbec81, 2010,
respectively, and we expect that this percentagewitinue to decline. Our legacy services reveruave been, and we exp
they will continue to be, adversely affected byesscline losses, which declined 6% and 7% in 2022811, respectively.
Intense competition and product substitution cargito drive our access line losses. For examplayroansumers are
replacing traditional voice telecommunications grwith substitute services, including (i) cabtelavireless voice services
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and (ii) electronic mail, texting and social netliag services. We expect that these factors wiliticme to negatively impact
our business. As a result of the expected losevanues associated with access lines, we continoféer service bundling and
other product promotions to help mitigate this the@s described below;

. Service bundling and product promotiona/e offer our customers the ability to bundle npl#tiproducts and services. These
customers can bundle local services with otheriseswsuch as broadband, video, long-distance aredess;

. Operating efficienciesWe continue to evaluate our operating structucefaous. This involves balancing our workforce in
response to our workload requirements, productiwifgrovements and changes in industry, competitaghnological and
regulatory conditions;

. Pension and post-retirement benefits expen€rs. indirect parent QCII is required to recognizés consolidated financial
statements certain expenses relating to its persidrpost-retirement health care and life insurdmecesfits plans. These
expenses are calculated based on several assumticlnding among other things discount rateseaqucted rates of return
on plan assets that are generally set at Decenibefr &ach year. Changes in these assumptions cae sgnificant changes
the combined net periodic benefits expenses QCdgeizes. QCII allocates the expenses of theses ptans and certain of its
other affiliates. The allocation of expenses tésusased upon the demographics of our employeesatingles; and

. Disciplined capital expenditureOur capital expenditures continue to be focuseduwrstrategic services such as broadband
and the deployment of "fiber to the tower", whistaitype of telecommunications network consistihfijper-optic cables that
run from a wireless carrier's mobile telephone shiitg office to cellular towers to enable the defivof higher bandwidth
services supporting mobile technologies than waetiheérwise generally be available through a morditicmnal copper-based
telecommunications network.

While these trends are important to und@ding and evaluating our financial results, theeptransactions, additional events,
uncertainties and trends discussed in "Risk Fdtiorisem 1A of this report may also materially iangi our business operations and financial
results.

Results of Operations

The following table summarizes our resafteperations:

Successo Predecesso Combined Predecesso % Change
Year Nine Months Three Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011 v
December 31, December 31, March 31, December 31, December 31, Combined Predecessor
2012 2011 2011 2011 2010 2011 2010
(Dollars in millions)

Operating revenue $ 8,84¢ 6,63¢ 2,26¢ 8,90¢ 9,271 (1)% (4)%
Operating expenst 6,947 5,43¢ 1,63( 7,06¢ 6,78¢ (2)% 4%
Operating incom: 1,90 1,19¢ 63¢€ 1,831 2,48 4% (26)%
Other (expense) incon (514) (307) (14§) (45E) (610) 13% (25)%
Income tax expens 542 34¢ 191 54C 791 — (32)%
Net income $ 84¢ 54: 29¢ 84z 1,082 1% (22)%
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The following table summarizes certain of operational metrics:

Successol Predecesso % Change
Successo Successo
2012 v 2011 v
December 31 December 31 December 31 Successor Successor
2012 2011 2010 2011 2010
in thousands)
Operationg
metrics:
Broadbanc
subscrib 3,31¢ 3,18¢ 3,05¢ 4% 4%
Access
lines 8,05¢ 8,53¢ 9,19¢ (6)% (%
Employees 21.4 24 26.1 (13)% B)Y*%

During the second quarter of 2012, we ugpdlaur methodology for counting broadband subsigitiebetter align with the methodology
used by our ultimate parent company, CenturyLink. Neve restated our previously reported amounisfiect this change. For additional
information on our counting methodologies, see '@iev" above.

Operating Revenues

Successo Predecesso Combined Predecesso % Change
Year Nine Months Three Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011 v
December 31, December 31, March 31, December 31, December 31, Combined Predecessor
2012 2011 2011 2011 2010 2011 2010
(Dollars in millions)

Strategic service $ 3,26t 2,40¢ 79z 3,19¢ 3,05¢ 2% 5%
Legacy service 3,471 2,79¢ 1,002 3,79¢ 4,32 Q)% (12)%
Affiliates and other service 2,112 1,43: 47:¢ 1,90¢ 1,88¢ 11% 1%
Total operating revenut $ 8,84¢ 6,63¢ 2,26¢ 8,90: 9,271 )% (CAL3

Strategic Services

Growth in our strategic services revenudsath of the comparative periods was due printjigalincreases in the number of broadband
subscribers as well as volume increases in ourrheervices. These increases were partially iffgeleclines in our private line services
revenues.

Legacy Services

Legacy services revenues decreased indfdktie comparative periods as a result of lowealland long-distance services revenues due
to access line loss and reduced access serviogs redated competitive pressures and product $utisti. Legacy services revenues also
decreased in both of the comparative periods dimater revenues from our traditional WAN servicasised by customer migration, product
substitution and increased competition. Part ofttherease in legacy services revenues for the ssmcgear ended December 31, 2012
compared to the combined year ended December 31,i2@&ttributable to lower amortization of defefrevenue due to predecessor deferred
installation and activation revenue being assignesdlalue at the acquisition date.

Affiliates and Other Services

Affiliates and other services revenueseased for the successor year ended December 3 a8@bmpared to the combined year endec
December 31, 2011 primarily due to a change in odsitogy
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effective January 1, 2012 that resulted in botlnbigffiliate revenues and expenses for us. See NetBasis of Presentation to the
consolidated financial statements in Iltem 8 of tk{gort. A portion of the increase in affiliatedasther services revenues for the successor
year ended December 31, 2012 compared to the cechar ended December 31, 2011 is attributalildléoommunications services
provided to affiliates since CenturyLink's April2011 indirect acquisition of us. The remaindethid increase is attributable to increased
USF revenues. The increase in affiliates and atberices revenues for the combined year ended Oeedd, 2011 as compared to the
predecessor year ended December 31, 2010 was fyichae to telecommunications services we provittedffiliates, which were partially
offset by a decrease in USF revenues.

Operating Expenses

The following table summarizes our opeg#xpenses:

Successo Predecesso Combined Predecesso % Change
Year Nine Months Three Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011 v
December 31, December 31, March 31, December 31, December 31, Combined Predecessor
2012 2011 2011 2011 2010 2011 2010

(Dollars in millions)
Cost of services and products
(exclusive of depreciation and

amortization) $ 2,86¢ 2,171 74z 2,91 3,06¢ 2)% (B5)%
Selling, general and administrati 1,16¢€ 1,161 38t 1,54¢ 1,652 (25)% (6)%
Operating expens—affiliates 61¢ 23¢ 52 29C 194 113% 49%
Depreciation and amortizatic 2,29( 1,86¢ 451 2,317 1,872 )% 24%
Total operating expens $ 6,94 5,43¢ 1,63( 7,06¢€ 6,78¢ (2)% 4%

Effective January 1, 2012, we changed atesrof capitalized labor as we transitioned cettgacy systems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $40 million to $55 millinarease in the amount of labor capitalized
as an asset compared to the amount that wouldldeere capitalized if we had continued to use ourdggystems and a corresponding
estimated $40 million to $55 million decrease iri@ting expenses for the successor year ended Dec&t, 2012. The reduction in
expenses described above, net of tax, increasedawehe approximately $25 million to $34 millionrfthe successor year ended
December 31, 2012.

Cost of Services and Products (exclusive of depration and amortization)

Cost of services and products (exclusiveagreciation and amortization) are expenses iadurr providing products and services to our
customers. These expenses include: employee-redapmhses directly attributable to operating anthtaening our network (such as salaries,
wages, benefits and professional fees); facilgigsenses (which are thipghrty telecommunications expenses we incur forgusther carrier:
networks to provide services to our customers)srand utilities expenses; equipment sales expgasek as modem expenses); costs for
USF (which are federal and state funds that aabbshed to promote the availability of telecomnuations services to all consumers at
reasonable and affordable rates, among other tlaind$o which we are often required to contribus@y other expenses directly related tc
network.
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Cost of services and products were lowette successor year ended December 31, 2012 gsmcedito the combined year ended
December 31, 2011 primarily due to decreases arisaland wages and employee benefits related ptogee headcount reductions, which
resulted from reevaluations of our workforce reguients, and decreases in marketing and adverggipgnses and acquisition-related
integration costs. These decreases were offseaibally increases in facility costs and an inceeasUSF contribution rates. Costs of serv
and products decreased for the combined year dbdeeimber 31, 2011 as compared to the predecesmoenyded December 31, 2010 due to
lower salaries and wages and employee benefitedela employee reductions in our network operatimd to amortization of certain
deferred expenses being lower as a result of dsgigio value to the predecessor assets at thesitiopuidate. The amortization of certain
deferred expenses is lower due to assigning nevalthese predecessor assets at the acquisitien da

Selling, General and Administrative

Selling, general and administrative expsrae expenses incurred in selling products andcgsrto our customers, corporate overhead
and other operating expenses. These expenseséenelugloyee-related expenses (such as salariesswiaternal commissions, benefits and
professional fees) directly attributable to sellprgducts or services and employee-related expdasasiministrative functions; marketing
and advertising; taxes (such as property and o#ixess) and fees; external commissions; bad deleresgy and other selling, general and
administrative expenses.

During the first quarter of 2012, we resléied certain operating expenses from our selljeneral and administrative expenses to our
cost of services and products (exclusive of deptiri and amortization) to better reflect our exgeenrelated to providing services to our
affiliates. As a result, we reclassified previousdported amounts to conform to the current pepi@s$entation. For the predecessor three
months ended March 31, 2011 and the successonminths ended December 31, 2011, this reclassificaésulted in a reduction of selling,
general and administrative expenses of $116 miliod $338 million, respectively. For the predecegsar ended December 31, 2010, this
reclassification resulted in a reduction of selliggneral and administrative expenses of $484anilli

Selling, general and administrative expsrirreased for the successor year ended Decehli#12 as compared to the combined
year ended December 31, 2011 primarily due to dsein salaries and wages and employee bendditsd¢o employee headcot
reductions and decreases in marketing and adveytisipenses and acquisition-related integratiotscbligher insurance premiums and fees,
external commissions and professional fees partidfbet these decreases. Selling, general andrastnaitive expenses decreased for the
combined year ended December 31, 2011 as compathd predecessor year ended December 31, 201@rgyimue to decreased pension
expense, professional fees and marketing and ésingrexpense. This decrease was partially offgetrbincrease in severance related to
employee reductions, a majority of which was du€éaturyLink's indirect acquisition of us.

QCIl allocates the expense or income abdésefit plans to us based upon demographics oémgloyees compared to all the remaining
participants. The expense is a function of the amhofibenefits earned, interest on benefit oblmadi expected return on plan assets,
amortization of costs and credits from prior benglianges and amortization of actuarial gains assds. We recorded combined net periodic
benefits income of $11 million in 2012 and combimed periodic benefits expense of $61 million ad@%million in 2011 and 2010,
respectively. The decrease in combined net perioeliefits expense in 2011 is primarily due to asitjon accounting. We expect to record
combined net periodic income of approximately $58ion in 2013. The shift from recording combinedtrperiodic expense to recording
combined net periodic income was primarily due ttearease in net actuarial losses. For additiariatmation on our pension and post-
retirement benefit plans, see Note 8—Employee Bentef the consolidated financial statements imlg&of this report.
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Operating Expenses—Affiliates

Since CenturyLink's acquisition of us, vavé incurred affiliates expenses related to ourofiselecommunication services, marketing
and employee related support services providedamt@yLink and its subsidiaries.

Effective January 1, 2012, in connectiothvpiost-acquisition systems integration activitige,adopted the affiliate expense allocation
methodology used by our parent. This methodologulte in certain overhead costs incurred by ustgnolur direct parent that were
previously assessed to us on a net basis now besegsed on a gross basis both to and from oratdtiparent, resulting in both higher
affiliate revenues and expenses for us. We betieigechange, resulting from systems integratioiviiets, did not have a significant impact
our net income for the successor year ended Deae3ith@012.

Depreciation and Amortizatior

The following table provides detail regauglidepreciation and amortization expense:

Successo Predecesso Combined Predecesso % Change
Year Nine Months Three Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011 v
December 31, December 31, March 31, December 31, December 31, Combined Predecessor
2012 2011 2011 2011 2010 2011 2010
(Dollars in millions)

Depreciatior $ 1,17¢ 914 39: 1,307 1,652 (10)% (21)%
Amortization 1,11¢ 952 58 1,01C 221 10% nm
Total depreciation and amortizati $ 2,29( 1,86¢ 451 2,315 1,87 Q)% 24%

nm—Percentages greater than 200% and comparisonsesepasitive and negative values or to/from zeroeslare considered not meaning

As of April 1, 2011, our property, plantda@quipment was recorded at fair value and asuat rest property, plant and equipment
decreased $2.535 billion due to CenturyLink's asitjon of us. The decrease in asset value fronatiggisition resulted in $100 million low
depreciation expense for the successor year endeeniber 31, 2012, as compared to the combineceyel®d December 31, 2011 and a
decrease of $272 million for the combined year dridecember 31, 2011, as compared to the predecgssoended December 31, 2010.
Effective January 1, 2012, we also changed oumestis of the economic lives of certain telecommatioas equipment. These changes
resulted in an additional decrease to depreciaiguense of approximately $52 million, and net &f tead the effect of increasing net income
by approximately $32 million for the successor yemded December 31, 2012. Excluding the effec@enfturyLink's acquisition of us,
depreciation expense increased for both comparpévieds reflected in the table above due to nawtr in capital assets, which was parti
offset by annual updates of our depreciation ritesapitalized assets.

The accounting for CenturyLink's indirectjaisition of us also resulted in an additionale8®. billion in amortizable intangible custon
relationship assets, which resulted in an additia@2 million of amortization expense for the sexsor year ended December 31, 2012, as
compared to the combined year ended December 31, 20d $598 million for the combined year endeddbaber 31, 2011, as compared to
the predecessor year ended December 31, 2010ditioad at the acquisition date our capitalizedwafe was also recorded at fair value of
$1.702 billion, an increase of $815 million, whidicreased amortization expense by $59 million atid6dnillion for the successor year en
December 31, 2012 and the combined year ended eredth, 2011, respectively, as compared to theigueperiods. Excluding the effects
of CenturyLink's acquisition of us,
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amortization expense decreased for both comparnagisieds reflected in the table above due to annpdates of our amortization rates for
capitalized software, partially offset by net grbvin amortizable intangible assets.

Other Consolidated Results

The following table summarizes our totddestincome (expense) and income tax expense:

Successo Predecesso Combined Predecesso % Change
Year Nine Months Three Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011v
December 31, December 31, March 31, December 31, December 31, Combined Predecessor
2012 2011 2011 2011 2010 2011 2010
(Dollars in millions)

Interest expens $ (44%) (300 (150) (450) (615) (2)% 27)%
Interest (expense) incor—affiliates (29) 1 — 1 — nm nm
Net loss on early retirement of de (47) ) — (8) — nm nm
Other income — — 2 2 5 (100)% (60)%
Total other income (expens $ (514 (307) (14¢) (45E) (610) 13% (25)%
Income tax expens $ 54z 34¢ 191 54C 791 — (32)%

nm—Percentages greater than 200% and comparisonsdiepesitive and negative values or to/from zeroeslare considered not meaning
Interest Expense

Interest expense decreased for the suacgsanended December 31, 2012 as compared twthbiced year ended December 31, 2011
primarily due to a substantial reduction in the amtof net premium amortization recorded at actjoisiprimarily due to the retirement of
several issuances of debt during the affected geribhis was substantially offset by a significdetrease in bond coupon interest due to the
retirement of several debt issuances and in sosesaaplaced with lower coupon debt. See Liquigity Capital Resources below for the
details of these net redemptions.

The decrease in interest expense for thebowed year ended December 31, 2011 as compathd fiwedecessor year ended
December 31, 2010, was primarily due to the amatitin of the net premium associated with our loergrtdebt, which resulted from the
accounting for CenturyLink's indirect acquisitiohus.

Interest (Expense) Income—Affiliates

Affiliate interest expense increased far sluccessor year ended December 31, 2012 as cahipalhe combined year ended
December 31, 2011 primarily due to increased afélloan balances. The increased affiliate loaarz@s are due to CenturyLink's cash
management arrangement between certain of itsdialies, including us, under which the majorityoof cash balance is transferred on a
daily basis to CenturyLink. We report the balantthese transfers on our balance sheet as advameéiiates.

Net Loss on Early Retirement of Debt
On July 20, 2012, we redeemed all $484ionilbf our 7.50% Notes due 2023, which resultedrinmmaterial loss.
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On April 18, 2012, we completed a premipriced cash tender offer to purchase a portioruo811 million of 8.375% Notes due 2C
and our $400 million of 7.625% Notes due 2015. Wéthpect to our 8.375% Notes due 2016, we receimddhccepted tenders of
approximately $575 million aggregate principal amioof these notes, or 71%, for $722 million inchglia premium, fees and accrued
interest. With respect to our 7.625% Notes due 2@&5received and accepted tenders of approxim@g&09$ million aggregate principal
amount of these notes, or 77%, for $369 millioduding a premium, fees and accrued interest. Theptetion of this tender offer resulted in
a loss of $46 million.

In October 2011, we redeemed $1.5 billiggragate principal amount of our 8.875% Notes dii22which resulted in a loss of
$6 million.

In June 2011, we redeemed $825 million egaie principal amount of our 7.875% Notes due 2@hich resulted in an immaterial loss.
Income Tax Expense

Income tax expense for the successor yedrdDecember 31, 2012, was $542 million, or agcéffe tax rate of 39.0%, compared to
$540 million, or an effective tax rate of 39.1%:; fbe combined year ended December 31, 2011.

Income tax expense for the combined yede@mecember 31, 2011, as compared to the predegess ended December 31, 2010,
decreased by $251 million as a result of the M2@H0 enactments of the Patient Protection and Affble Care Act and the Health Care and
Education Reconciliation Act of 2010. Income tapexse also decreased due to the 2010 tax treatofahts expenses allocated to us when
QCIl accelerated the vesting of certain stock-basedpensation and certain expenses associated®eitturyLink's acquisition of us.

For additional information on income taxese Note 12—Income Taxes to the consolidated diaagtatements in Iltem 8 of this report.

Other Operational Matters

At December 31, 2012, we had approxima2ély#00 employees, of which approximately 12,000mnaeenbers of either the International
Brotherhood of Electrical Workers or the Commuriaraé Workers of America. These employees are stifjeaollective bargaining
agreements that expired October 6, 2012. Our uléiparent company, CenturyLink, is currently negfotg the terms of new agreements. In
the meantime, the predecessor agreements havekeed, and the applicable unions have agrepbtide at least a twenty-four hour
advance notice before terminating those predecesgeements. If we fail to extend or renegotiateamliective bargaining agreements with
our labor unions as they expire from time to timeif our unionized employees were to engage itrikesor other work stoppage, our busir
and operating results could be materially harmee. t8e discussion of risks relating to our labtatiens in "Risk Factors—Risks Affecting
Our Business" in Item 1A of this report. To helgigate this potential risk, we have establishediogency plans in which we would assign
trained, non-represented employees to cover jahefoesented employees in the event of a workpsigg to provide continuity for our
customers.

Critical Accounting Policies and Estimates

Our consolidated financial statements aepgred in accordance with accounting principles éne generally accepted in the United
States. The preparation of these consolidated dinhstatements requires management to make essraatl assumptions that affect the
reported amounts of assets, liabilities, revenundsexpenses. We have identified certain policiesestimates as critical to our business
operations and the understanding of our past aeptaesults of operations related to
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(i) business combinations; (ii) goodwill, customelationships and other intangible assets; (igparty, plant and equipment; (iv) pension
post-retirement benefits; (v) affiliates transactipand (vi) income taxes. These policies and estismare considered critical because they hac
a material impact, or they have the potential teehe material impact, on our consolidated finansiatements and because they require
significant judgments, assumptions or estimatesb@lieve that the estimates, judgments and assangpthade when accounting for the
items described below are reasonable, based omriafion available at the time they are made. Howelere can be no assurance that a
results will not differ from those estimates.

Business Combination

We have accounted for CenturyLink's indiuisition of us under the acquisition method@founting, whereby the tangible and
separately identifiable intangible assets acquared liabilities assumed are recognized at theimased fair values at the acquisition date.
portion of the purchase price in excess of tharegtd fair value of the net tangible and separatiglgtifiable intangible assets acquired
represents goodwill. The estimates of fair value @asulting allocation of the purchase price relateCenturyLink's indirect acquisition of
involved significant estimates and judgments bymanagement. In arriving at the fair values of &saequired and liabilities assumed, we
considered the following generally accepted vatmatipproaches: the cost approach, income approacmarket approach. Our estimates
also included assumptions about projected grovtdsraost of capital, effective tax rates, tax dination periods, technology life cycles, the
regulatory and legal environment, and industry eomhomic trends. In the first quarter of 2012, wmpleted our valuation of the assets
acquired and liabilities assumed, along with tHateel allocations to goodwill and intangible assets

Our acquisition resulted in the assignnodrthe aggregate consideration to the assets achaird liabilities assumed based on estimates
of their acquisition date fair values. The fairuabf the aggregate consideration transferred eecktihe acquisition date fair value of the
recorded tangible and intangible assets and assliabdidies by an estimated $9.369 billion, whibhs been recognized as goodwill. This
goodwill is attributable to strategic benefits, limting enhanced financial and operational scaleketaliversification and leveraged combir
networks that we expect to realize. None of thedgolb associated with this acquisition is dedudtilibr income tax purposes. The aggregate
consideration allocation is based on our final gsialof enterprise value of $18.639 billion.

Gooduwill, Customer Relationships and Other IntanggbAssets

We amortize customer relationships prinyasiter estimated lives of 10 years, using eithersiim-of-the-years-digits or straight-line
methods, depending on the type of customer. We taraarapitalized software using the straight-linethod over estimated lives ranging up
to seven years and amortize trade names and petsgts predominantly using the sum-of-the-yeaiitsdigethod over an estimated life of
four years.

We are required to test goodwill recordethiisiness combinations for impairment at leastialtyy, or more frequently if events or a
change in circumstances indicate that an impairmeyt have occurred. We are required to write-ddvervialue of goodwill only in periods
in which the recorded amount of goodwill exceedsftir value. Our annual measurement date fomigstoodwill impairment is
September 30. The impairment testing is done ateperting unit level; in reviewing the criteriarfeeporting units when allocating the
goodwill resulting from CenturyLink's acquisitiofi s, we determined that we are one reporting unit.

In the third quarter of 2011, we adopteal phovisions of ASU 2011-08, Testing Goodwill fangairment, which permits us to make a
gualitative assessment of whether it is more likkhn not that a reporting unit's estimated falugas less than its carrying amount before
applying the two step
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goodwill impairment test, which requires us (i)sitep one, to identify potential impairments by canimg the estimated fair value of a
reporting unit against its carrying value andiistep two, to quantify any impairment identifiedstep one. At September 30, 2012, as a
result of changes in our estimate of future casivdlwe did not perform a qualitative assessmente®¥enated the fair value of Qwest using
an equal weighting based on a market approach distaunted cash flow method. The market approacindes the use of comparable
multiples of publicly traded companies whose s@&wiare comparable to ours. The discounted cashnflethiod is based on the present value
of projected cash flows and a terminal value, whiggtresents the expected normalized cash flowsaasDbeyond the cash flows from the
discrete nine-year projection period. We discoutibedestimated cash flows using a rate that reptesemarket participant's weighted
average cost of capital, which we determined tafgroximately 6.0% as of the measurement date twhkias comprised of an after-tax cost
of debt of 3.2% and a cost of equity of 8.4%).

During the fourth quarter of 2012, we coetptl our annual impairment testing and concludatdtr goodwill was not impaired and the
estimated fair value of our equity exceeded ouryirag value of equity by 10%.

We may be required to assess our goodwviliipairment before our next required testing dditS8eptember 30, 2013 under certain
circumstances, including any failure of our futoperating results to meet forecasted expectatipasysignificant increases in our weighted
average cost of capital. In addition, we cannotii@sthat adverse conditions will not trigger futgeodwill impairment testing or an
impairment charge. A number of factors, many ofalhive have no ability to control, could affect dimancial condition, operating results
and business prospects and could cause our aetudis to differ from the estimates and assumptiamemployed in our goodwill
impairment testing. These factors include, butrentdimited to, (i) further weakening in the ovératonomy; (ii) a significant decline in our
ultimate parent's, CenturyLink, stock price anditésg market capitalization; (iii) changes in tiscount rate; (iv) successful efforts by our
competitors to gain market share in our markefsadwerse changes as a result of regulatory a¢tfens significant adverse change in legal
factors or in the overall business climate; ang ¢eicognition of a goodwill impairment loss in tfieancial statements of a subsidiary that
component of our reporting unit. For additionabimhation, see "Risk Factors" in Item 1A of thisagpWe will continue to monitor certain
events that impact our operations to determina ihéerim assessment of goodwill impairment shdaéderformed prior to the next required
testing date of September 30, 2013.

Property, Plant and Equipmer

As a result of our indirect acquisition ®gnturyLink, property, plant and equipment was rded based on its estimated fair value as of
the acquisition date. Property, plant and equiprpenthased subsequent to our acquisition is redaatieost. Substantially all other property,
plant and equipment is recorded at cost less digpicat Renewals and betterments of plant and egeifh are capitalized while repairs, as
well as renewals of minor items, are charged toaipey expense. Depreciation of property, plant@gaipment is provided on the straight-
line method using class or overall group rates. gloeip method provides for the recognition of thmaining net investment, less anticipated
net salvage value, over the remaining useful lifthe assets. This method requires the periodisim@y of depreciation rates.

Normal retirements of property, plant agdipment are charged against accumulated depm@tjatith no gain or loss recognized. Ot
types of property, plant and equipment are statedst and, when sold or retired, a gain or lossé®gnized. We depreciate such property on
the straight line method over estimated serviceslitanging from 5 to 45 years.

We perform annual internal reviews to eaéduthe reasonableness of the depreciable livesufoproperty, plant and equipment. Our
reviews utilize models that take into account aaisage, physical
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wear and tear, replacement history and assumpdionst technology evolution and, in certain instaneetuarially determined probabilities
estimate the remaining life of our asset base.

Due to rapid changes in technology andcthmapetitive environment, selecting the estimatezhemic life of telecommunications plant,
equipment and software requires a significant arhofijudgment. We regularly review data on utilinatof equipment, asset retirements and
salvage values to determine adjustments to ouredetion rates. The effect of a hypothetical onaryecrease or decrease in the estimated
remaining useful lives of our property, plant amdigment would have decreased depreciation by appetely $180 million or increased
depreciation by approximately $250 million, respesy.

We review long-lived assets, other thandyath and other intangible assets with indefiniteek, for impairment whenever facts and
circumstances indicate that the carrying amounteefssets may not be recoverable. For measurgmerdses, long-lived assets are
grouped with other assets and liabilities at tiveelst level for which identifiable cash flows aregely independent of the cash flows of other
assets and liabilities, absent a material changgémations. An impairment loss is recognized dinflye carrying amount of the asset group is
not recoverable and exceeds its fair value. Reatilitly of the asset group to be held and useddasured by comparing the carrying amount
of the asset group to the estimated undiscountedefunet cash flows expected to be generated bgdbet group. If the asset group's carrying
value is not recoverable, an impairment chargedsgnized for the amount by which the carrying ami@d the asset group exceeds its fair
value. We determine fair values by using a commnadf comparable market values and discounted ftasis, as appropriate. During 2012,
we did not incur changes in events or circumstatizgswould indicate that the carrying amountswflong-lived assets, other than goodwill
and other intangible assets with indefinite livasy not be recoverable. As a result, no impairnshatge was recorded in 2012.

Pension and Po-Retirement Benefits

A substantial amount of our employees pigdte in the QCII pension plan. QCII also maingadnnon-qualified pension plan for certain
of our eligible highly compensated employees. Iditah, certain employees may become eligible taigipate in QCII's post-retirement
health care and life insurance benefit plans. @ldicates the expense relating to pension, nonfgpthpension, and post-retirement health
care and life insurance benefits and the assoctdtkgiations and assets to us and determines straatribution. The amounts contributed
by us through QCII are not segregated or restritigrhy amounts due to our employees and may libtageovide benefits to other
employees of QCII's affiliates. Historically, QClas only required us to pay our portion of its feegipension contribution. The allocation of
expense to us is based upon demographics of oubgegs and retirees compared to all the remain@mtigipants. However, significant year
over year changes in QCII's funded status affecomymulated other comprehensive income may nat haignificant initial impact on the
affiliate receivable or payable that is allocatedis.

In computing the pension and post-retirenhealth care and life insurance benefits expeasdbligations, the most significant
assumptions QCII makes include discount rate, drpa@te of return on plan assets, health care ta&es and QCII's evaluation of the legal
basis for plan amendments. The plan benefits cavayecollective bargaining agreements as negotiat#dour employees' unions can also
significantly impact the amount of expense we rdcor

Changes in any of the above factors QCldenia computing the pension and post-retiremenitlineare and life insurance benefit
expenses could significantly impact general, adsitiafive and other operating expenses and théagdfibenefits receivable or payable
allocated to us as described above. For furtheudson of the QCII pension, non-qualified pensiad post-retirement benefit plans and the
critical accounting estimates, see QCII's Annugdd®eon Form 10-K for the year ended December 8122
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Affiliates Transactions

We record intercompany charges at the atsditted to us by our affiliates. Regulatory ruteguire certain expenses to be recorded at
market price or fully distributed cost. Our complig with regulations is subject to review by reguis. Adjustments to intercompany char
that result from these reviews are recorded impthéod they become known.

Because of the significance of the servigegrovide to our affiliates and our other affdia transactions, the results of operations,
financial position and cash flows presented hesegnnot necessarily indicative of the results adrafions, financial position and cash flows
we would have achieved had we operated as a stand-antity during the periods presented.

We provide to our affiliates telecommunioas services that we also provide to externalarusts. In addition, we provide to our
affiliates computer system development and supgmktices. We also purchase services from ouratf#i including telecommunications
services and marketing and employee-related supporices. In the normal course of business, westea assets and liabilities to and from
QCIll and its affiliates based on carrying value.

Income Taxes

Until April 1, 2011, we were included iretlsonsolidated federal income tax return of QChcE& CenturyLink's acquisition of QCIl on
April 1, 2011, we are included in the consolidatederal income tax return of CenturyLink. Under @eylLink's tax allocation policy,
CenturyLink treats our consolidated results asdfwere a separate taxpayer. The policy requirés settle our tax liabilities through a
change in our general intercompany obligation bagesh our separate return taxable income. We ateiatiuded in the combined state tax
returns filed by CenturyLink and the same paymeut a@location policy applies. Our reported deferi@dassets and liabilities are primarily
determined as a result of the application of theasste return allocation method and therefore ¢itlesnent of these amounts is dependent
upon our parent, CenturyLink, rather than tax arities. CenturyLink does have the right to charfg@rtpolicy regarding settlement of these
assets and liabilities at any time.

Our provision for income taxes includes amts for tax consequences deferred to future pgridte record deferred income tax assets
and liabilities reflecting future tax consequenatsbutable to tax credit carryforwards and diéfieces between the financial statement
carrying value of assets and liabilities and thebases of those assets and liabilities. Defearestare computed using enacted tax rates
expected to apply in the year in which the diffeesare expected to affect taxable income. Theteffedeferred income tax assets and
liabilities of a change in tax rate is recognizeaarnings in the period that includes the enactuiate.

The measurement of deferred taxes ofteoleg the exercise of considerable judgment relatede realization of tax basis. Our
deferred tax assets and liabilities reflect ouesassient that tax positions taken and the resuttixngpasis are more likely than not to be
sustained if they are audited by taxing authorittdso, assessing tax rates that we expect to applydetermining the years when the
temporary differences are expected to affect taxatmome requires judgment about the future appurtent of our income among the states
in which we operate. Any changes in our practiaggsidgments involved in the measurement of defetagdchassets and liabilities could
materially impact our financial condition or resuttf operations.

We record deferred income tax assets afilities as described above. Valuation allowararesestablished when necessary to reduce
deferred income tax assets to amounts that wevieedie= more likely than not to be recovered. Wduata our deferred tax assets quarterly to
determine whether adjustments to our valuationnalce are appropriate. In making this evaluatiomrely on our recent history of pre-tax
earnings, estimated timing of future deductions lagwkfits represented by
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the deferred tax assets and our forecasts of femmaings, the latter two of which involve the exse of significant judgment. As of the
successor date of December 31, 2012, we establéskiatliation allowance of $12 million as it is medre likely than not that this amount of
deferred tax assets will be realized. If foreca$tfsiture earnings and the nature and estimateitdiof future deductions and benefits change
in the future, we may determine that an additimadliation allowance for certain deferred tax assetppropriate, which could materially
impact our financial condition or results of op@as. See Note 12—Income Taxes to the consolidaiadcial statements in Iltem 8 of this
report for additional information.

Liquidity and Capital Resources
Overview

We are an indirectly wholly owned subsigiaf CenturyLink. As such, factors relating to,affecting, CenturyLink's liquidity and
capital resources could have material impacts oimakiding impacts on our credit ratings, our asc® capital markets and changes in the
financial market's perception of us.

CenturyLink has cash management arrangenb@tiveen certain of its subsidiaries that inclimkss of credit, affiliate obligations,
capital contributions and dividends. As part ofstaeash management arrangements, affiliates prbm&eof credit to certain other affiliates.
Amounts outstanding under these lines of creditiatetcompany obligations vary from time to timendér these arrangements, the majority
of our cash balance is advanced on a daily basieturyLink. From time to time we may declare aag dividends to QSC, using cash
repaid to us under these advances, which has tredfaet of reducing the amount of these advan©es.debt covenants do not currently limit
the amount of dividends we can pay to QSC. Givarcash management arrangement with our ultimatenpaCenturyLink, and the resulti
amounts due to us from CenturyLink, a significasmponent of our liquidity is dependent upon Cenitirrg's ability to repay its obligation
us.

As of the successor date of December 312 20e had a working capital deficit of $1.3 biliaeflecting current liabilities of $2.8 billic
and current assets of $1.6 billion, compared t@eking capital deficit of $917 million as of thectessor date of December 31, 2011. The
change in our working capital position is primaidye to an increase in the current maturities ng4@rm debt of $740 million partially offs
by a decrease in accounts payable and decrease affifiate position. Our current maturities ohtipterm debt balances were higher as of the
successor date of December 31, 2012 substantiadiyalthe scheduled maturity of our $750 milliavefing rate notes on June 15, 2013. We
have historically operated with a working capitefidit due to our practice of declaring and payiagular cash dividends to QSC. As long as
we continue declaring cash dividends to QSC,likedy that we will continue to operate with a warl capital deficit in the future. We
anticipate that any future liquidity needs not igbugh our cash provided by operating activitied amounts due to us from CenturyLink
could be met through capital contributions or adesfrom CenturyLink if and to the extent Centuni_has available funds that it is willing
and able to contribute or advance.

Revolving Promissory Not

During 2012, we entered into a revolvingrpissory note with an affiliate of CenturyLink thabvides us with a funding commitment
with an aggregate principle amount available t@%illion through June 30, 2022, of which $701 roill was outstanding as of the successor
date of December 31, 2012. The revolving promissaitg is due on demand and ranked equally to onioEBlotes. Interest is accrued on
outstanding balance using a weighted average pemaimterest rate of CenturyLink's outstanding baings for the interest period. As of
successor date of December 31,
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2012, the weighted average interest rate was 6.706% revolving promissory note is reflected om consolidated balance sheets under
"Notes payable—affiliates".

Debt and Other Financing Arrangement

CenturyLink has a revolving credit facilihe "Credit Facility") maturing April 2017 thallawvs CenturyLink to borrow up to $2 billion
including $400 million of letter of credit capacitpr the general corporate purposes of itselfigsdubsidiaries. CenturyLink also maintair
separate letter of credit arrangement with a firgnestitution amounting to $160 million to whiete have access. As of the successor de
December 31, 2012, CenturyLink had approximatel $lllion and $40 million available for future usader the Credit Facility and the
separate letter of credit arrangement, respectively

As of the successor date of December 312 26ur long-term debt (including current matustand excluding note payable to affiliate
discussed in "Revolving Promissory Note") total@d6®5 billion, compared to $8.325 billion outstarglas of the successor date of
December 31, 2011. Substantially all of the $70lioni decrease in our debt is attributable to theimpact of our new issuances being more
than offset by our redemption and cash tender sffer

Qwest Corporation floating rate senior sai&$750 million of will mature on June 15, 2088ich we expect to refinance.

Subject to market conditions, from timeitoe we expect to continue to issue debt secutitiesfinance our maturing debt. The
availability, interest rate and other terms of aey borrowings will depend on the ratings assigmety the three major credit rating
agencies, among others.

We determined we were in compliance witlpadvisions and covenants of our debt agreements the successor date of December 31,
2012. See Note 4—Long-Term Debt to the consolidfiteshcial statements in Item 8 of this reportddditional information about our long-
term debt.

Following CenturyLink's announcement onteey 13, 2013 of changes in their capital allaraplans, one credit agency downgraded
CenturyLink's and QC's debt credit ratings and lagoindicated that it has placed CenturyLink's, I3GInd QC's debt credit ratings under
review for a downgrade. As of the date of this repbe credit ratings for the senior unsecured dékC were as follows:

Agency QC
Standard & Poor BBB-
Baa3
Moody's Investors Service, Ini (under review for downgrad:
Fitch Ratings BBB-

Additional downgrades of CenturyLink's seninsecured debt ratings could under certain wgistances incrementally increase the cost
of CenturyLink's borrowing under the Credit Fagilitvhich could indirectly impact us. In additiohgtrecent actions of the credit agencies,
and any additional downgrades in the future, camlgact CenturyLink's, QCII's and QC's access td dapital or further raise CenturyLink's,
QClI's and QC's borrowing costs. See "Risk Factdrssks Affecting our Liquidity and Capital Resourtésltem 1A of this report.
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Future Contractual Obligations
The following table summarizes our estirddteure contractual obligations as of the sucaedate of December 31, 2012:

2018 and
2013 2014 2015 2016 2017 thereafter Total
(Dollars in millions)

Long-term

debt,

including

current

maturities

capital

lease

obligations $ 804 634 112 23€ 50C 5,212 7,49¢
Interest on

long-term

debt and

capital

leased? 49C 464 42¢ 40¢ 384 7,82¢ 9,99¢
Note

payable—

affiliate 701 — — — — — 701
Interest on

note

payable—

affiliate 47 — — — — — 47
Operating

leases 55 36 3C 25 20 39 20¢E
Purchase

commitme

@ 47 34 2¢ 28 28 13 17¢
Non-qualified

pension

obligations 2
Other 2

Total future
contractua
obligations

@ $  2,14¢ 1,171 601 701 93¢ 13,12 18,67¢

1€

RN
N
N
N
o

1) Actual interest paid in all years may differ duduture refinancing of debt. Interest on our flogtrate debt was calculated for all years usingaktes effectiv
at December 31, 2012.

(2) We have various long-term, non-cancelable purchasenitments for advertising and promotion servigespuding advertising and marketing at sports asen
and other venues and events. We also have seefated commitments with various vendors for datecessing, technical and software support services.
Future payments under certain service contracts/aiy depending on our actual usage. In the tabtere we estimated payments for these serviceamistr
based on the level of services we expect to receive

(3) The table is limited to contractual obligationsyahd does not include:
. contingent liabilities;
. our open purchase orders as of the successor fdaszember 31, 2012. These purchase orders areaflgnmecorded at fair value, and are generally

cancelable without penalty;

. other long-term liabilities, such as accruals &gdl matters and other taxes that are not conaahligations by nature. We cannot determine with
any degree of reliability the years in which thiabilities might ultimately settle;

. affiliate cash funding requirements for qualifieehgion benefits payable to certain eligible cureent future retirees allocated to us by QCII. Bis
paid by QCII's qualified pension plan are paid tiyto a trust. Cash funding requirements for thisttane not included in this table as QCII is ndeab
to reliably estimate required contributions to thest. QCII's cash funding projections are discdgaether below;

. affiliate post-retirement benefits payable to dertdigible current and future retirees. Not all@€ll's post-retirement benefit obligation amown&i
contractual obligation and are not contractualgatlons of ours and therefore are not reportetigrtable. See additional information on QCll's
benefits plans in Note 8—Employee Benefits to thesolidated financial statements in Item 8 of @Cdhnual report on Form 10-K;



contract termination fees. These fees are non-iegypayments, the timing and payment of whiclany, is uncertain. In the ordinary course of
business and to optimize our cost structure, werénto contracts with terms greater than one jeaurchase goods and services. Assuming we
terminate these contracts in 2013, termination feethese contracts would be $20 million. In tleemal course of business, we do not believe
payment of these fees is likely; and

potential indemnification obligations to counterpes in certain agreements entered into in the aboourse of business. The nature and terms of
these arrangements vary. Historically, we havenmmtrred significant costs related to performancdear these types of arrangeme
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Capital Expenditures

We incur capital expenditures on an ongdiasgjs in order to enhance and modernize our nksyoompete effectively in our markets
and expand our service offerings. We evaluate abpiipenditure projects based on a variety of faciacluding expected strategic impacts
(such as forecasted revenue growth, operatinguptity, expense or service impacts) and our etqrboeturn on investment. The amount of
capital investment is influenced by, among othergs, demand for our services and products, cashdenerated by operating activities, ¢
required for other purposes and regulatory conata®grs.

Our capital expenditures continue to beiséedl on our strategic services primarily our breadbservices. . In particular, we expect to
continue to focus on expanding our fiber infrastae, including installations of "fiber to the towewhich is a type of telecommunications
network consisting of fiber-optic cables that ruonfi a wireless carrier's mobile telephone switchiffige to cellular towers to enable the
delivery of higher bandwidth services supportingoitetechnologies than would otherwise generallyabailable through a more traditional
copper-based telecommunications network. For mdogration on capital spending, see ltems 1 anaflthis report.

CenturyLink, our ultimate parent, has agreeaccept approximately $35 million of the $90liom available to it from Phase 1 of the
FCC's Connect America Fund ("CAF") established by@@ess to help telecommunications carriers defraycost of providing broadband
access to remote customers. Of the $35 millionywilleeceive approximately $30 million and interaluse the funds to deploy broadband
service for up to 39,000 homes in unserved ruedsprincipally in Colorado, Minnesota, New Mex#&w Washington. CenturyLink has
determined that restrictions on the use of thesddihave made acceptance of additional CAF fundsamomical. CenturyLink has, howe\
filed with the FCC a waiver application, whichgifanted, would allow us to deploy broadband sesvigith CAF funds to approximately
56,000 more homes in high-cost unserved areasrimatkets. We received approximately $27.5 millioi€CAF funds during 2012 and
received approximately $2.5 million in January 2013

Pension and Po-retirement Benefit Obligations

QClIl is subject to material obligations endts existing defined benefit pension and othestyetirement benefit plans. When QCII
became a wholly owned subsidiary of CenturyLinkAgmil 1, 2011, QCII re-measured its plans and redped liabilities for the accounting
unfunded status of pension and other post-retiréimemefit obligations of $627 million and $2.708ibn, respectively. See Note 8—
Employee Benefits to the consolidated financiaiesteents in Iltem 8 of this report for additionaldrrhation about our pension and other post-
retirement benefit arrangements.

A substantial portion of our employees iggrate in the QCII pension plan. Historically, Q@ks only required us to pay our portion of
its pension contribution. Our contributions are segregated or restricted to pay amounts due tempftoyees and may be used to provide
benefits to other employees of QCllI's affiliates.

Benefits paid by QCII's qualified pensidarpare paid through a trust. Cash funding requémesican be significantly impacted by
earnings on investments, discount rates, changaatinbenefits and funding laws and regulationsli@@s not required and did not make
contributions to the trust in 2012 and QCII curhgdibes not expect to make a plan contributiond@®and 2014.

Certain of QCII's posetirement health care and life insurance benpfias are unfunded. A trust holds assets thatsee to help cov
the health care costs of certain retirees. As@fticcessor date of December 31, 2012, the faiewalthe trust assets was $572 million;
however, a portion of these assets is compriséuvestments with restricted liquidity. QCII estiraatthat the more liquid assets in the trust
will be adequate to provide continuing reimbursetador covered post-retirement health care costafproximately four years. Thereafter,
covered benefits will be paid either directly by Q@ from the trust as the remaining assets beclopé. This projected four
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year period could be substantially shorter or lergpwending on changes in projected health carts,ae$urns on plan assets, the timing
maturities of illiquid plan assets and future chesn benefits.

Historical Information

The following table summarizes cash flowiaiies:

Successo Predecesso Combined Predecesso % Change
Nine Three
Year Months Months Year Year Successo Combined
Ended Ended Ended Ended Ended 2012 v 2011 v
December 31 December 31 March 31, December 31 December 31 Combined Predecesso
2012 2011 2011 2011 2010 2011 2010

(Dollars in millions)
Net cash provided by operati

activities $ 2,77¢ 2,201 86¢ 3,07( 3,23¢ (10)% (5)%
Net cash used in investing activit (1,52¢) (1,19) (335) (1,52¢) (1,256 — 21%
Net cash used in financing activiti (1,247) (1,209%) (525) (1,739 (2,80)) (28)% (38)%

Net cash provided by operating activitiesrgased by $296 million in the successor yearcebdeember 31, 2012 as compared to the
combined year ended December 31, 2011 primarilytdwdanges to deferred income taxes which wereadrat offset by changes in
affiliate balances. Net cash provided by operagiciivities decreased by $165 million in the combigear ended December 31, 2011
compared to the predecessor year December 31,20t8rily due to decreased cash payments recereed dustomers as a result of
decreased revenues. For additional information atwuoperating results, see "Results of Operatiahsve.

Net cash used in investing activities imsed by $2 million in the successor year ended @bee 31, 2012 as compared to the combined
year ended December 31, 2011 primarily due to asw@e in shc-term affiliate loans resulting from the majoritiyaur cash balance being
transferred on a daily basis to our ultimate pacemipany, CenturyLink. This increase was offseslightly less payments for property, plant
and equipment and proceeds received from the §alperty and equipment in 2012. Net cash usénviesting activities increased by
$270 million in the combined year ended Decembe811 as compared to the predecessor year endesiriber 31, 2010 primarily due to
increases in short-term affiliate loans resultiranf the majority of our cash balance being trameteon a daily basis to CenturyLink and
payments for property, plant and equipment.

Net cash used in financing activities dasegl by $492 million in the successor year endex@ber 31, 2012 as compared to the
combined year ended December 31, 2011 primarilytdyeoceeds from an affiliate note payable aneldaiction in dividends paid partially
offset by an increase in net debt paydowns, paysnafrdiccounts payable affiliates and payment dfyelabt retirement costs. Net cash used
in financing activities decreased by $1.068 billiorthe combined year ended December 31, 2011rapax@d to the predecessor year ended
December 31, 2010 primarily due to a $830 milli@eréase in dividends paid to QSC and a decreas ntebt paydowns. For additional
information regarding our financing activities, $¢ete 4—Long-Term Debt to the consolidated finahsiatements in Item 8 of this report.

On July 20, 2012, we redeemed all $484ionilbf our 7.50% Notes due 2023, which resultedrinmmaterial loss.

On June 25, 2012, we issued $400 milliogregate principal amount of 7.00% Notes due 205%Xaohange for net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in
part, on or after July 1, 2017 at a redemptionepeigual to 100% of the principal amount redeemeas atcrued interest.
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In connection with consummating the Ap#l, 2012 tender offer described below, we borrowethfa CenturyLink affiliate
approximately $580 million under a revolving prosusy note, payable upon demand. The promissoryisatesecured and is ranked equally
to our senior notes.

On April 18, 2012, we completed a cash éeradfer to purchase a portion of our $811 millafr8.375% Notes due 2016 and our
$400 million of 7.625% Notes due 2015. With resgeaiur 8.375% Notes due 2016, we received andpdedeenders of approximately
$575 million aggregate principal amount of thestgpor 71%, for $722 million including a premiui@es and accrued interest. With respect
to our 7.625% Notes due 2015, we received and sedeépnders of approximately $308 million aggregmtecipal amount of these notes, or
77%, for $369 million including a premium, fees awtrued interest. The completion of these tenfersoresulted in a loss of $46 million.

On April 2, 2012, we issued $525 milliorgeggate principal amount of 7.00% Notes due 205%xahange for net proceeds, after
deducting underwriting discounts and expenses508$nillion. The Notes are unsecured obligatiord may be redeemed, in whole or in
part, on or after April 1, 2017 at a redemptiorceréqual to 100% of the principal amount redeenhesl gccrued interest.

Certain Matters Related to CenturyLink's Indirectauisition of Us

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

Through the successor date of Decembe2@®112, we have paid certain costs that were assaciwith CenturyLink's indirect acquisition
of us. These costs include compensation costs é¢setpof retention bonuses and severance. Thedimalints and timing of the
compensation costs to be paid is partially depeingieon personnel decisions that continue to be raageart of the continuing integration.
These amounts may be material.

In accounting for CenturyLink's indirecigaisition of us, we recorded our debt securitiethair estimated fair values, which totaled
$8.498 hillion as of April 1, 2011. Our acquisitidate fair value estimates were based primarilgusted market prices in active markets
other observable inputs where quoted market prigge not available. The fair value of our debt sities exceeded their stated principal
balances on the acquisition date by $530 milliohiclv we recorded as a premium.

The table below summarizes the portionthisfpremium recognized as a reduction to intezgpense or extinguished during the periods
indicated:

Successo
Year Nine Months
Ended Ended
December 31, December 31, Total Since
2012 2011 Acquisition
(Dollars in millions)

Amortized $ 66 13t 201
Extinguished?) 12¢ 59 187
Total premiums recognize $ 194 194 38¢
(1) See "Debt and Other Financing Arrangements” forenimiormation.

The remaining premium of $142 million ashé successor date of December 31, 2012 will rechterest expense in future periods,
unless otherwise extinguished.
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Other Matters

CenturyLink and QCII are involved in seudegal proceedings to which we are not a party, tifiaesolved against them, could have a
material adverse effect on their business and fiihcondition. As a wholly owned subsidiary of @amwyLink and QCII, our business and
financial condition could be similarly affected. iYaan find descriptions of these legal proceeding3enturyLink's and QCII's quarterly and
annual reports filed with the SEC. Because we atararty to any of the matters, we have not axtany liabilities for these matters as of
the successor date of December 31, 2012.

Market Risk

We are exposed to market risk from chaimg@serest rates on our variable rate long-teriot ddligations. We seek to maintain a
favorable mix of fixed and variable rate debt inedifort to limit interest costs and cash flow vdigt resulting from changes in rates.

From time to time, we have used derivaiigtruments to (i) lock-in or swap our exposuretianging or variable interest rates for fixed
interest rates or (ii) to swap obligations to pigd interest rates for variable interest ratesofthe successor date of December 31, 2012, we
had no such instruments outstanding. We have éstaldl policies and procedures for risk assessnmehthee approval, reporting and
monitoring of derivative instrument activities. Wle not hold or issue derivative financial instrurtsefior trading or speculative purposes.
Management periodically reviews our exposure terggt rate fluctuations and implements strategiesanage the exposure.

As of the successor date of December 312 2@e have approximately $7.4 billion (excludirapital lease and other obligations) of
long-term debt outstanding, 90% of which bearsrégeat fixed rates and is therefore not exposaatéoest rate risk. We also held
$750 million of floating rate debt exposed to chesh the London InterBank Offered Rate (LIBOR)hypothetical increase of 100 basis
points in LIBOR relative to this debt would decreasir annual pre-tax earnings by $8 million.

Certain shortcomings are inherent in théhme of analysis presented in the computation pbeures to market risks. Actual values may
differ materially from those presented above if keficonditions vary from the assumptions used énathalyses performed. These analyses
only incorporate the risk exposures that existedfdlse successor date of December 31, 2012.

Off-Balance Sheet Arrangements

We have no special purpose or limited psepentities that provide off-balance sheet finagdiguidity, or market or credit risk support
and we do not engage in leasing, hedging or oihelas activities that expose us to any significhabilities that are not (i) reflected on the
face of the consolidated financial statementsd{sflosed in Note 16—Commitments and Contingenttigbe consolidated financial
statements in Item 8 of this report, or in the Fet@ontractual Obligations table included in thésm 7 above or (iii) discussed under the
heading "Market Risk" above.

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

The information in "Management's Discussaoid Analysis of Financial Condition and Result©pkrations—Market Risk" in Item 7 of
this report is incorporated herein by reference.
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ITEM 8. CONSOLIDATED FINANCIAL STATEMENTS AND SUPPL EMENTARY DATA
Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholder
Qwest Corporation:

We have audited the accompanying conselitlbalance sheets of Qwest Corporation and sulisilighe Company) as of December
2012 and 2011 (Successor dates), and the relatestlbated statements of operations, compreheirsieene, cash flows, and stockholder's
equity (deficit) for the year ended December 31,2@he period from April 1, 2011 to December 3112 (Successor periods), and the pe
from January 1, 2011 to March 31, 2011 and the geded December 31, 2010 (Predecessor periodse Toasolidated financial stateme
are the responsibility of the Company's managen@unt.responsibility is to express an opinion orstheonsolidated financial statements
based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on lasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated finanatdtements referred to above present fairly, imalerial respects, the financial position of the
Company as of December 31, 2012 and 2011 (Succeéstes), and the results of their operations aei tash flows for the year ended
December 31, 2012, the period from April 1, 201Dexember 31, 2011 (Successor periods), and thedgeom January 1, 2011 to
March 31, 2011 and the year ended December 31, @&decessor periods), in conformity with U.S.agally accepted accounting
principles.

As discussed in note 2 to the consolidéitexhcial statements, effective April 1, 2011, Gegtink, Inc. acquired all of the outstanding
stock of Qwest Corporation's indirect parent, QuiEstnmunications International Inc., in a businemsltination accounted for as a purchi
As a result of the acquisition, the consolidateaficial information for the periods after the asgian is presented on a different cost basis
than that for the periods before the acquisitiom, imerefore, is not comparable.

/sl KPMG LLP

Shreveport, Louisiana
March 12, 2013
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QWEST CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Successo

Predecesso

Year
Ended
December 31,
2012

Nine Months
Ended
December 31,
2011

Three Months
Ended
March 31,
2011

Year
Ended
December 31,
2010

OPERATING
REVENUES
Operating

revenues $
Operating

revenues—

affiliates

7,031

1,817

(Dollars in millions)

5,41¢

1,21¢

1,87(

39¢

7,70C

1,571

Total
operating

revenue: 8,84¢

6,63¢

2,26¢

9,271

OPERATING
EXPENSES
Cost of service

and products
(exclusive of
depreciation
and
amortization
Selling, genera
and
administrativ
Operating
expenses—
affiliates 61¢
Depreciation
and
amortization

2,86¢

1,16¢

2,171

1,161

23¢

1,86¢

74z

38¢

52

451

3,06¢

1,652

194

1,87:

Total
operating

expense: 6,94:

5,43¢

1,63(

6,78¢

OPERATING
INCOME
OTHER INCOME
(EXPENSE)
Interest expens
Interest
(expense)
income—
affiliates (24)
Net loss on
early
retirement of
debt (47)
Other income —

1,90¢

(449

1,19¢

(300)

©)

63¢

(150)

N

2,48:

(615)

(3]

Total other
income

(expense (519

(307)

(14¢)

(610)

INCOME
BEFORE
INCOME TAX
EXPENSE

Income tax

1,391

892

49(

1,87:



expense 542 34¢ | 191 791
NET INCOME  $ 84¢ 542 | 29¢ 1,082

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

Successor Predecessor

Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
NET INCOME $ 84¢ 542 29¢ 1,08z

OTHER
COMPREHENSIVE
INCOME
Unrealized gain

(loss) on

investments

and other, net

of tax — — 1 4

Other
comprehensiv
income — — 1 4

COMPREHENSIVE
INCOME $ 84¢ 54z 30C 1,07¢

See accompanying notes to consolidated financi&sients.
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QWEST CORPORATION

CONSOLIDATED BALANCE SHEETS

ASSETS

CURRENT ASSET¢
Cash and cash equivalel
Accounts receivable, less allowance of $46 and
Advances to affiliate
Deferred income taxes, n
Other
Total current asse

NET PROPERTY, PLANT AND EQUIPMEN'
Property, plant and equipme
Accumulated depreciatic
Net property, plant and equipme
GOODWILL AND OTHER ASSETS
Goodwill
Customer relationships, n
Other intangible assets, r
Other
Total goodwill and other asse

TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES
Current maturities of lor-term debi
Accounts payabl
Accounts payab—affiliates, net
Note payabl—affiliate
Dividends payab—Qwest Services Corporatis
Accrued expenses and other liabilit
Salaries and benefi
Other taxe:
Other
Advance billings and customer depo:
Total current liabilities
LONG—TERM DEBT
DEFERRED CREDITS AND OTHER LIABILITIES
Deferred revenu
Deferred income taxes, n
Affiliates obligations, ne
Other
Total deferred credits and other liabiliti

COMMITMENTS AND CONTINGENCIES (Note 1€
STOCKHOLDER'S EQUITY
Common stock—one share without par value, owned by
Qwest Services Corporatic
Retained Earnings (Accumulated defi(

Total stockholder's equit
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

See accompanying notes to consolidated financssients.
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Successor

December 31

2012

December 31
2011

(Dollars in millions,
except per share amounts)

$ 8 3
70¢ 707
59z 19¢
14¢ 162
114 98
157 1,16¢
9,24 8,42(
(2,01 (914)
7,23] 7,50¢
9,36¢ 9,36¢
4,37¢ 5,101
1,21 1,46
181 20E
15,14’ 16,13
$ 23,94 24,80
$ 804 64
45¢ 65€
— 18
701 —
— 31C
257 25€
21¢ 221
10z 13¢
301 26t
2,83: 2,08E
6,821 8,261
13 55
2,62¢ 2,84:
1,44: 1,57
117 12¢
4,31¢ 4,59¢
10,05( 9,95¢(
(76) (85
9,97 9,86

$ 23,94 24,80
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QWEST CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Successor

Predecessor

Year Nine Months
Ended Ended
December 31 December 31

2012 2011

Three Year
Months Ended
Ended December 31
March 31,
2011 2010

OPERATING ACTIVITIES
Net income $ 84¢
Adjustments to reconcile
net income to net cash
provided by operating
activities:
Depreciation and
amortization 2,29(
Deferred income taxes
(benefits) (201)
Provision for uncollectible
accounts 74
Long-term debt (premium
discount amortizatio (65)
Net loss on early retireme
of debt 47
Changes in current asset:
and liabilities:
Accounts receivabl (76)
Accounts payabl (58)
Accounts receivable and
payabl—affiliates, net —
Accrued income and
other taxe: 9
Other current assets and
other current liabilities,
net ()]
Changes in other
noncurrent assets and
liabilities 61
Changes in other
noncurrent assets and
liabilities—affiliates (130
Other, ne 9

(Dollars in millions)

542

1,86¢
15C
44

(139)

(72)
(47)

(10¢)

(3€)
(6)
11

(53)
33

29¢ 1,082

451 1,87:
7€ 241

17 70

18 (22)
(20) 51

93 (81)

50 (16)
(89) 11

(36) 15

7 @

Net cash provided by
operating activitie: 2,77¢

2,201

86¢ 3,23¢

INVESTING ACTIVITIES

Payments for property, plant

and equipment and

capitalized softwar (1,266
Changes in interest in

investments managed by

Qwest Services Corporati —
Changes in advances to

affiliates (395
Proceeds from sale of

property 133
Other, ne —

(1,036)

(157)

N

(341) (1,240

4 (a7)

N
[N

Net cash used in investini
activities (1,52¢)

(1,199

(338) (1,256)

FINANCING ACTIVITIES
Net proceeds from issuance
of long-term deb 89¢

2,12¢




Payments of lor-term deb!

Early retirement of debt cos

Dividends paid to Qwest
Services Corporatio

Changes in note payable—
affiliate

Changes in advances to
affiliates

Other, ne

Net cash used in financing
activities
Net increase (decrease) in Ci
and cash equivalen
Cash and cash equivalents at
beginning of perio
Cash and cash equivalents a
end of perioc

Supplemental cash flow
information:
Income taxes (paid) refunde
net
Interest (paid) (net of
capitalized interest of $18,
$8, $3 and $12

(1,430) (2,36¢) (14) (539)
(17¢) — — —
(1,150) (900 (530) (2,260)
701 — — —
(80) — — —
— (66) 19 @)
(1,249 (1,20¢) (525) (2,807)
5 (19€) 9 (822

3 201 192 1,01

$ 8 3 201 192
(607) (327) 11€ (677)
(519) (464) (149) (609)

See accompanying notes to consolidated financgtsients.
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COMMON STOCK
Balance at
beginning of
period
Asset transfer
Tax benefit of
pension deductio

Balance at end of
period

ACCUMULATED

DEFICIT

Balance at
beginning of
period

Net income

Dividends declared
to Qwest Services
Corporation

Change in other
comprehensive
income

Balance at end of
period
TOTAL
STOCKHOLDER'S
EQUITY
(DEFICIT)

QWEST CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY (FECIT)

Successor Predecessor
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
$ 9,95( 9,951 11,42t 11,34¢
— (@) — 79
10C — — —
10,05( 9,95( 11,42t 11,42¢
(8%) — (12,25¢) (11,039
84¢ 54% 29¢ 1,08z
(840 (62¢) (1,000 (2,300
— — 1 @)
(76) (85) (12,95¢) (12,25¢)
$ 9,97¢ 9,86¢ (1,53)) (831)

See accompanying notes to consolidated financssients.
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QWEST CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

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

us,

(1) Basis of Presentation and Summary of Signifamt Accounting Policies
Basis of Presentatiol

We are an integrated communications comgagaged primarily in providing an array of comnuoations services to our residential,
business, governmental and wholesale customersc@umunications services include local and longatlise, network access, private line
(including special access), broadband, data, veised@éd video services. In certain local and redjioaakets, we also provide local access and
fiber transport services to competitive local exdecarriers.

We generate the majority of our revenuemfservices provided in the 14-state region of émi, Colorado, Idaho, lowa, Minnesota,
Montana, Nebraska, New Mexico, North Dakota, Ore@wouth Dakota, Utah, Washington and Wyoming. Werr® this region as our local
service area.

On April 1, 2011, our indirect parent Q@Hcame a wholly owned subsidiary of CenturyLink.. lim a tax-free, stock-for-stock
transaction. Although we have continued as a singigorporation and legal entity since the acquisitthe accompanying consolidated
statements of operations, comprehensive incoma,ftags and stockholder's equity (deficit) are preed for two periods: predecessor and
successor, which relate to the period precedingtiqeisition and the period succeeding the acdpnsitespectively. On the date of the
acquisition, April 1, 2011, our assets and lialgfitwere recognized at their fair value. This reatibn has been reflected in our consolidated
financial statements and, therefore, has resultedniew basis of accounting for the "successopgeérirhis new basis of accounting means
that our consolidated financial statements forsthecessor periods are not comparable to our colasetl financial statements relating to
periods prior to the acquisition, including thegeessor period consolidated financial statemerttsis report.

The accompanying consolidated financiakstents include our accounts and the accountsrafulsidiaries over which we exercise
control. All intercompany amounts and transactiaith our consolidated subsidiaries have been ehteid.

We provide to our affiliates telecommunioas services that we also provide to externalarusts. In addition, we provide to our
affiliates computer system development and supgmktices. We also purchase services from ouratff#i including telecommunications
services, marketing and employee-related supporices. In the normal course of business, we texrsdsets and liabilities to and from our
ultimate parent, CenturyLink, and its affiliatessbd on their respective carrying values. Divideseldared are reflected on our consolidated
statements of stockholder's equity.

Effective January 1, 2012, in connectiothvpiost-acquisition systems integration activitige,adopted the affiliate expense allocation
methodology used by our ultimate parent. This mahagy results in certain overhead costs incurgedsand by our direct parent that were
previously assessed to us on a net basis now besegsed on a gross basis both to and from omratdtiparent, resulting in both higher
affiliate revenues and expenses for us. This chaegdting from systems integration activities da have a significant impact to our
consolidated net income for the successor yeardeDéeember 31, 2012.
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During the first quarter of 2012, we resléied certain operating expenses from our selljgneral and administrative expenses to our
cost of services and products (exclusive of deptiri and amortization) to better reflect our exgeenrelated to providing services to our
affiliates. As a result, we reclassified previousdported amounts to conform to the current pepi@s$entation. For the successor nine months
ended December 31, 2011 and the predecessor tlrgbsrended March 31, 2011, this reclassificatesuited in a reduction of selling,
general and administrative expenses of $338 mikioth $116 million, respectively.

During the first quarter of 2012, in contiec with post-acquisition systems integration atis, CenturyLink changed certain cash
management processes applicable to us. Thereferapw present the balances related to these casfig@maent transactions on a net basis
with our other affiliate transactions.

Effective January 1, 2012, we changed ates of capitalized labor as we transitioned cetgacy systems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $40 million to $55 millioorease in the amount of labor capitalized
as an asset compared to the amount that wouldlbeere capitalized if we had continued to use ouadggystems and a corresponding
estimated $40 million to $55 million decrease irigling expenses for the successor year ended bec&h, 2012. The reduction in
expenses described above, net of tax, increasedamehe approximately $25 million to $34 millionrfthe successor year ended
December 31, 2012.

Effective January 1, 2012, we changed stimates of the remaining useful lives of certaletommunications equipment. These
changes resulted in a decrease to depreciatiomeepe approximately $52 million for the successsar ended December 31, 2012. This
decrease in depreciation expense, net of tax,Hedffect of increasing net income by approxima#lg million for the successor year ended
December 31, 2012.

During the first quarter of 2012, we recizgd a $100 million equity contribution for the th&nefit associated with a deduction for
pension funding. Since we are the employer of aifstgnt percentage of the participants and nonta®f2011 QCII pension funding was
allocated to us, a tax deduction will be recogniaedur separate company tax return and, theref@@eecognized an equity contribution for
the tax benefits associated with this deduction.

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

We also have reclassified certain othesrgseriod amounts to conform to the current pepebentation. These changes had no impact
on total operating expenses or net income for amipg.

Summary of Significant Accounting Policie
Use of Estimates

Our consolidated financial statements aepared in accordance with U.S. generally acceptedunting principles. These accounting
principles require us to make certain estimatefgnuents and assumptions. We believe that the @stimadgments and assumptions we
made when accounting for items and matters sudbuasiot limited to, long-term contracts, customatention patterns, allowance for
doubtful accounts, depreciation, amortization, tgakiations, internal labor capitalization ratesx;overability of assets (including deferred
tax assets), impairment assessments, pensiontgimstnent and other postployment benefits, taxes, certain liabilities attter provision:
and contingencies are reasonable, based on infiometailable at the time they were made. Our acting for CenturyLink's indirect
acquisition of us required extensive use of estiat
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in determining the acquisition date fair value®of assets and liabilities. These estimates, judd¢srend assumptions can affect the reported
amounts of assets, liabilities and componentsamfkéiolder's equity or deficit as of the dates ef ¢dbonsolidated balance sheets, as well as the
reported amounts of revenue, expenses and comoofecdsh flows during the periods presented incoasolidated statements of
operations, our consolidated statements of comps#eincome and our consolidated statements &f ffaws. We also make estimates in
our assessments of potential losses in relatithrémtened or pending tax and legal matters. Sée Nb—Income Taxes and Note 16—
Commitments and Contingencies for additional infation.

For matters not related to income taxes,ldss is considered probable and the amounteaedsonably estimated, we recognize an
expense for the estimated loss. If we have thentiatdo recover a portion of the estimated los#rfra third party, we make a separate
assessment of recoverability and reduce the egihiass if recovery is also deemed probable.

For matters related to income taxes, ifdetermine that the impact of an uncertain tax posis more likely than not to be sustained
upon audit by the relevant taxing authority, thenrecognize a benefit for the largest amount hatare likely than not to be sustained. No
portion of an uncertain tax position will be recamg if the position has less than a 50% likelihobtieing sustained. Interest is recognized
on the amount of unrecognized benefit from uncertax positions.

For all of these and other matters, aatesilts could differ from our estimates.
Revenue Recognition

We recognize revenue for services whendlated services are provided. Recognition of aegayments received in advance of
services being provided is deferred until the seri$ provided. These advance payments includeagicin and installation charges, which we
recognize as revenue over the expected custonatioreship period, which ranges from eighteen motdtever ten years depending on the
service. We also defer procurement costs relatedstomer activation and installations. The defaf@ustomer activation and installation
costs is limited to the amount of revenue defefoeduch items. Costs in excess of deferred revaneigecorded as expense in the period
costs are incurred. Expected customer relationshifpds are estimated using historical experieheanination fees or other fees on existing
contracts that are negotiated in conjunction wétvtontracts are deferred and recognized overahecontract term.

We offer bundle discounts to our custonvens receive certain groupings of services. Theselleudiscounts are recognized
concurrently with the associated revenues andlkreated to the various services in the bundledraffy based on the estimated selling price
of services included in each bundled combination.

Customer arrangements that include botlipeggent and services are evaluated to determineheghéte elements are separable. If the
elements are deemed separable and separate egrongsses exist, the revenue associated withedawtent is allocated to each element
based on the relative estimated selling price efséparate elements. We have estimated the sptites of each element by reference to
vendor-specific objective evidence of selling psieghen the elements are sold separately. The revassociated with each element is then
recognized as earned. For example, if we receivadaance payment when we sell equipment and cangraervice together, we
immediately recognize as revenue the amount aktdciat the equipment as long as all the conditionsdvenue recognition have been
satisfied. The portion of the advance payment atiedt to the service based upon its relative sefinge is recognized ratably over the longer
of the contractual period or the expected custaelationship period.

We have periodically transferred the rigtsise optical capacity assets on our networkherdelecommunications service carriers.
These transactions are structured as indefeagijhits rof use,
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commonly referred to as IRUs, which are the exalusight to use a specified amount of capacityilmerffor a specified term, typically

20 years. We account for the cash consideratiogived on transfers of optical capacity assets analloof the other elements deliverable
under an IRU, as revenue ratably over the terrh@fgreement. We have not recognized revenue ooartgmporaneous exchanges of our
optical capacity assets for other optical capaa$tsets during all periods presented in these fiabsiatements.

We offer some products and services thapasvided by third-party vendors. We review thiatienship between us, the vendor and the
end customer to assess whether revenue shoulgpbee® on a gross or net basis. In assessing whethenue should be reported on a gross
or net basis, we consider whether we act as aipahin the transaction, take title to the produbtsve risk and rewards of ownership or ac
an agent or broker. Based on our agreements wRHEDBITV and Verizon Wireless, we offer these servibesugh sales agency relationships
which are reported on a net basis.

Affiliates Transactions

We record intercompany charges at the atsditled to us by our affiliates. Regulatory ruteguire certain expenses to be recorded at
market price or fully distributed cost. Our complig with regulations is subject to review by reguis. Adjustments to intercompany char
that result from these reviews are recorded impthéd they become known.

Because of the significance of the servigesprovide to our affiliates and our other affdia transactions, the results of operations,
financial position and cash flows presented heaeinnot necessarily indicative of the results afrafions, financial position and cash flows
we would have achieved had we operated as a stand-antity during the periods presented.

In the normal course of business, we teras$sets to and from our parent, QSC, which a@ded through our equity. It is our policy
record asset transfers based on carrying valueseddeded $28 million of noncash dividends assediatith asset transfers to QSC during
the successor nine months ended December 31, 2011.

USF, Gross Receipts Taxes and Other Surcharges

In determining whether to include in owearue and expenses the taxes and surcharges edlfemtn customers and remitted to
governmental authorities, including Universal Seevirund ("USF") charges, sales, use, value addbd@ne excise taxes, we assess, among
other things, whether we are the primary obligoprimcipal taxpayer for the taxes assessed in gaiduliction where we do business. In
jurisdictions where we determine that we are thecipal taxpayer, we record the surcharges on ssgnasis and include them in our reve
and costs of services and products.

In jurisdictions where we determine thatave merely a collection agent for the governmett@rity, we record the taxes on a net basis
and do not include them in our revenue and costenfices and products.

Advertising Costs

Costs related to advertising are expensedcarred. Our advertising expense was $90 miflasrthe successor year ended Decembe
2012, $174 million for the successor nine montrdedrDecember 31, 2011, $65 million for the predsmethree months ended March 31,
2011 and $292 million for the predecessor year émcember 31, 2010. This expense is includedliimgegeneral and administrative
expenses in our consolidated statements of opagatio
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Legal Costs

In the normal course of our business, weritosts to hire and retain external legal couttsatlvise us on regulatory, litigation and o
matters. We expense these costs as the relatddeseave received.

Income Taxes

Effective April 1, 2011, our results areluded in the CenturyLink consolidated federal meotax return and certain combined state
income tax returns. CenturyLink allocates incomeegpense to us based upon a separate returntalvoaethod which results in income 1
expense that approximates the expense that wosldt iewe were a stand-alone entity. Our repordeterred tax assets and liabilities, as
discussed below and in Note 12reome Taxes, are primarily determined as a resutie application of the separate return allocatiethoc
and therefore the settlement of these amountspsrdient upon our parent, CenturyLink, rather tlarauthorities. Our current expectation is
that the vast majority of deferred tax assets @tilities will be settled through our general i@mpany obligation based upon the current
CenturyLink policy. CenturyLink does have the righitthange their policy regarding settlement obéhassets and liabilities at any time.

The provision for income taxes consistarmamount for taxes currently payable, an amourtefoconsequences deferred to future
periods, adjustments to our liabilities for uncertax positions and amortization of investmentd¢eadits. We record deferred income tax
assets and liabilities reflecting future tax consgges attributable to differences between thaenfilsh statement carrying value of assets and
liabilities and the tax bases of those assetsiabdities. Deferred taxes are computed using ethtax rates expected to apply in the year in
which the differences are expected to affect taxaitome. The effect on deferred income tax assetdiabilities of a change in tax rate is
recognized in earnings in the period that inclutiesenactment date.

We establish valuation allowances when sy to reduce deferred income tax assets tatberats that we believe are more likely
than not to be recovered. Each quarter we evatbhateeed to retain all or a portion of the valuatilowance on our deferred tax assets. /
the successor date of December 31, 2012, we edtatlla valuation allowance of $12 million as ind more likely than not that this amount
of deferred tax assets will be realized. See Natelhcome Taxes for additional information.

Cash and Cash Equivalents

Cash and cash equivalents include highlyidi investments that are readily convertible iteish and are not subject to significant risk
from fluctuations in interest rates. As a restilg value at which cash and cash equivalents acgteghin our consolidated financial statem
approximates their fair value. Subsequent to Cghtok's indirect acquisition of us, our cash cotlens are transferred to CenturyLink on a
daily basis and our ultimate parent funds our cisbursement needs. The net cash transferred twi@kimk has been reflected as shtatm
affiliate loans in our consolidated balance sheftsa result, cash and cash equivalents in theesgoc period are comprised of demand
deposits with financial institutions. During theedecessor periods, in evaluating investments &ssdication as cash equivalents, we reqt
that individual securities have original maturit@fsninety days or less and that individual investinfunds have dollar-weighted average
maturities of ninety days or less. To preservetahpnd maintain liquidity, we invest with finantiastitutions we deem to be of sound
financial condition and in high quality and relay risk-free investment products. Our cash investnpolicy limits the concentration of
investments with specific financial institutionsamong certain products and includes criteria eelab credit worthiness of any particular
financial institution.
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Accounts Receivable and Allowance for Doubtful Acamnts

Accounts receivable are recognized based tige amount due from customers for the servioegged or at cost for purchased and
other receivables less an allowance for doubtfabants. The allowance for doubtful accounts redde/aeflects our best estimate of probe
losses inherent in our receivable portfolio deterdion the basis of historical experience, spealfavances for known troubled accounts
and other currently available evidence. We generalhsider our accounts past due if they are audstg over 30 days. Our collection
process varies by the customer segment, amouheakteivable, and our evaluation of the custonsegdit risk. Our past due accounts are
written off against our allowance for doubtful agots when collection is considered to be not préakny recoveries of accounts previot
written off are generally recognized as a reduciiobad debt expense in the period received. Thyiog value of accounts receivable net of
the allowance for doubtful accounts approximatésviaue.

Property, Plant and Equipment

As a result of CenturyLink's indirect acsjtion of us, the purchase price was allocatedi¢cassets acquired and liabilities assumed |
on their estimated fair values at the date of aitjon. Therefore, the allocated fair values of éissets represent their new basis of accounting
in our consolidated financial statements. This lteduin adjustments to our property, plant and popgint accounts, including accumulated
depreciation at the acquisition date. The adjustmietated to CenturyLink's indirect acquisitionusfare described in Note 2equisition of
QCIl by CenturyLink and Note 6—Property, Plant d&glipment.

Property, plant and equipment acquiredesthe acquisition date is stated at original cast the estimated value of any associated
legally or contractually required retirement obtigas. Property, plant and equipment is depreciptedarily using the straight-line group
method. Under the straight-line group method, asdedicated to providing telecommunications sess{géhich comprise the majority of our
property, plant and equipment) that have similarsidal characteristics, use and expected usefes lare categorized in the year acquired on
the basis of equal life groups for purposes of éejation and tracking. Generally, under the striligie group method, when an asset is sold
or retired in the course of normal business a@isjtthe cost is deducted from property, plantesudpment and charged to accumulated
depreciation without recognition of a gain or lo&gjain or loss is recognized in our consolidatedesnents of operations only if a disposal is
abnormal or unusual. Leasehold improvements arata®o over the shorter of the useful lives of fissets or the expected lease term.
Expenditures for maintenance and repairs are erpess incurred. Interest is capitalized duringcivestruction phase of network and other
internal-use capital projects. Employee-relatedscfus construction of network and other internsé @ssets are also capitalized during the
construction phase. Property, plant and equipmguplges are carried at average cost, except foifgignt individual items for which cost is
based on specific identification.

We perform annual internal reviews to eaéduthe reasonableness of the depreciable livesufoproperty, plant and equipment. Our
reviews utilize models that take into account aatisage, physical wear and tear, replacement gistd@sumptions about technology evolu
and, in certain instances, actuarially determin@tb@bilities to estimate the remaining life of asiset base.

We have asset retirement obligations aasettiwith the legally or contractually required cesal of a limited group of property, plant
and equipment assets from leased properties ardigpesal of certain hazardous materials presemtiirowned properties. When an asset
retirement obligation is identified, usually in as&tion with the acquisition of the asset, we rddabe fair value of the obligation as a
liability. The fair value of the obligation is alsapitalized as property, plant and equipment aed aimortized over the estimated remaining
useful life of the associated asset. Where the vatmbligation is not legally binding, the net céstremove assets is expensed in the peri
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which the costs are actually incurred. As a resu@enturyLink's acquisition of us, our asset mtient obligations were adjusted to fair value
as of the acquisition date. The asset retiremeligation was $21 million and $22 million as of Dedger 31, 2012 and 2011.

We review property, plant and equipmentifigpairment whenever facts and circumstances iteliteat the carrying amounts of the
assets may not be recoverable. For measuremerdgagpproperty, plant and equipment is grouped ettibr assets and liabilities at the
lowest level for which identifiable cash flows daegely independent of the cash flows of other asard liabilities, absent a material change
in operations. An impairment loss is recognized/aéithe carrying amount of the asset group isneabverable and exceeds its fair value.
Recoverability of the asset group to be held armdl is measured by comparing the carrying amoutiteofsset group to the estimated
undiscounted future net cash flows expected toemeigted by the asset group. If the asset groap'gmg value is not recoverable, an
impairment charge is recognized for the amount hiclwvthe carrying amount of the asset group exciedair value. We determine fair
values by using a combination of comparable mar&ktes and discounted cash flows, as appropriate.

Goodwill, Customer Relationships and Other Intangille Assets

Intangible assets arising from businesshinations, such as goodwill, customer relationshippitalized software, trademarks and trade
names are initially recorded at estimated fair gale amortize customer relationships primarilyreue estimated life of 10 years, using
either the sum-of-the-years-digits or straight-lmethods, depending on the type of customer. Wetiaaapitalized software using the
straight-line method over estimated lives rangipgaiseven years and amortize our trademark add trame assets using the sum-of-the-
years digits method over an estimated life of fpears. In the predecessor period, we amortizedataeid software using the strai-line
group method. In the predecessor period, trade siame trademarks were not amortized as they hattlafinite life. Other intangible assets
not arising from business combinations are initiadicorded at cost. Where there are no legal, aégyl, contractual or other factors that
would reasonably limit the useful life of an intélslg asset, we classify the intangible asset aafinite lived and such intangible assets are
amortized.

As a result of CenturyLink's indirect acgjtion of us, the software used by us for inters# was adjusted to fair value as of the
acquisition date. During the predecessor and ssoc@eriods, we have capitalized certain costscéstsal with software such as costs of
employees devoting time to the projects and extelinect costs for materials and services. Cosds@ated with software to be used for
internal purposes are expensed until the pointétmthe project has reached the development stadesequent additions, modifications or
upgrades to internal-use software are capitalizéyl to the extent that they allow the software éofprm a task it previously did not perform.
Software maintenance, data conversion and traicists are expensed in the period in which theyratared. We review the remaining
economic lives of our capitalized software annudllgpitalized software is included in other intdilgiassets, net, in our consolidated balz
sheets.

We test customer relationships for impaintnghenever facts and circumstances indicate bigatarrying amount may not be
recoverable. An impairment loss is recognized dfrtlye carrying amount is not recoverable and e#tséts fair value. Recoverability of the
our customer relationships is measured by compdhniegarrying amount to the estimated undiscoufitedle net cash flows expected to be
generated by them. If the customer relationshigr’sying value is not recoverable, an impairmentgéas recognized for the amount by
which the carrying amount exceeds its fair value. #gtermine fair values by using a combinationoshparable market values and
discounted cash flows, as appropriate.

We are required to test goodwill for impagmt at least annually, or more frequently if egasta change in circumstances indicate that
an impairment may have occurred. We are required to
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write-down the value of goodwill only in periodswhich the recorded amount of goodwill exceedsfdlirevalue. Our annual measurement
date for testing goodwill impairment is Septemb@r Bhe impairment testing is at the reporting avel, and in reviewing the criteria for
reporting units when allocating the goodwill reggtfrom CenturyLink's indirect acquisition of wge have determined that our operations
consist of one reporting unit, consistent with datermination that our business consists of oneatipg segment. See Note 3—Goodwill,
Customer Relationships and Other Intangible Adeetadditional information.

Pension and Post-Retirement Benefits

A substantial portion of our employees iggpate in the QCII pension plan. QCII also maingaa non-qualified pension plan for certain
of our eligible highly compensated employees. Ilditaah, certain employees may become eligible taigipate in QCII's post-retirement
health care and life insurance benefit plans. @@dicates the expense relating to pension, nornifegpcapension, and post-retirement health
care and life insurance benefits and the assoctdtkgiations and assets to us and determines straatribution. The amounts contributed
by us through QCII are not segregated or restritigrzhy amounts due to our employees and may libtageovide benefits to other
employees of QCIlI's affiliates. Historically, QClas only required us to pay our portion of its ieegipension contribution. The allocation of
expense to us is based upon the demographics ehapioyees and retirees compared to all the rem@participants. However, significant
year over year changes in QCII's funded statustifige accumulated other comprehensive income mapane a significant initial impact ¢
the affiliate receivable or payable that is allechto us.

For further information on QCII pensionnaqualified pension, post-retirement and otherqgosployment benefit plans, see QClII's
Annual Report on Form 10-K for the year ended Ddmemn31, 2012.

(2) Acquisition of QCII by CenturyLink
On April 1, 2011, our indirect parent Q@Hcame a wholly owned subsidiary of CenturyLink.

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

The aggregate consideration exceeded tiegate estimated fair value of the assets acqainddiabilities assumed by $9.369 billion,
which we have recognized as goodwill. This goodisithttributable to strategic benefits, includimdnanced financial and operational scale,
market diversification and leveraged combined netathat we expect to realize. None of the goodasociated with this acquisition is
deductible for income tax purposes.
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The following is our assignment of the aggate consideration:

April 1, 2011
(Dollars in millions)

Cash, accounts receivable and other current as $ 1,091
Property, plant and equipme 7,46(
Identifiable intangible asset

Customer relationshiy 5,69¢

Capitalized softwar 1,70z
Other noncurrent asse 20¢
Current liabilities, excluding current maturitieslong-term debt (2,44¢)
Current maturities of lor-term debt (2,379
Long-term debt (6,310
Deferred credits and other liabiliti (4,445
Goodwill 9,36¢
Aggregate consideratic $ 9,951
* Includes estimated fair value of $674 million facaunts receivable, excluding affiliate accounteieable, which had gross contractual value of

$722 million on April 1, 2011. The $48 million déffence between the gross contractual value anestimated fair value assigned represents our best
estimate as of April 1, 2011 of contractual casiwé that would not be collecte

During the first quarter of 2012, we repestively adjusted our reported assignment of gggegate consideration for changes to our
original estimates of the fair value of certaimiteat the acquisition date. These changes aresii of additional information obtained since
the filing of our Form 10-K for the year ended Deatxer 31, 2011. Due to these revisions of our eséimdi) property, plant and equipment
decreased by $36 million primarily from a revistornour valuation of our buildings and (ii) deferredits and other liabilities increased by
$89 million primarily from a revision to one of olgase valuations and changes in tax liabilitiesiofig other minor revisions, goodwill
decreased by $84 million as an offset to the abogationed changes. The depreciation impact of diuesaments to property, plant and
equipment valuations did not result in a materferge to previously-reported amounts.

Acquisition-Related Expenses

We have incurred operating expenses retat€knturyLink's indirect acquisition of us, whicbnsist primarily of integration and
severance expenses. The table below summarizegquisition-related expenses:

Successo Predecessol Combined
Year Nine Months Three Months  Twelve Months
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2011
Acquisition-
related
expense: $ 39 14¢€ 2 14¢

The total amounts of these expenses aognéed in our cost of services and products atithgegeneral and administrative expenses.
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(3) Goodwill, Customer Relationships and Other Itangible Assets

Goodwill, customer relationships and ofinésingible assets consisted of the following:

Successo
Weighted
Average of December 31 December 31
Remaining Lives 2012 2011
Goodwill N/A $ 9,36¢ 9,36¢
Customer relationships, less accumulat
amortization of $1,320 and $5! 8.3year $ 4,37¢ 5,101
Other intangible assets subject to
amortization Capitalized software, les
accumulated amortization of $704 ar
$354 3.lyear $ 1,21 1,46(

As of the successor date of December 312 2fhe gross carrying amounts of goodwill, custoreationships and other intangible as:
were $16.984 billion. These assets were recordé&ratalue on April 1, 2011 as a result of Centiink's indirect acquisition of us.

Total amortization expense for intangildsets was as follows:

Successol Predecesso
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
Amortization
expense for
intangible
assets $ 1,11¢ 952 58 221

We amortize customer relationships prinyasiter an estimated life of 10 years, using eithersum-of-the-years-digits or straight-line
methods, depending on the type of customer. We tiraarapitalized software using the straight-linethod over estimated lives ranging up
to seven years. The estimated future amortizatiperse for intangible assets is as follows:

(Dollars in millions)

Year ending December 3

2013 $ 98¢
2014 917
2015 827
2016 737
2017 652
2018 and thereaftt 1,47(

We periodically review the estimated lia®l methods used to amortize our other intangssdeta. The actual amounts of amortization
expense may differ materially from our estimatepeahding on the results of our periodic reviews.

We have accounted for CenturyLink's actjoisiof us under the acquisition method of accaoumtivhich resulted in the assignment of
the aggregate consideration to the assets acaanicdabilities assumed based on their acquisifiaie fair values. The fair value of the
aggregate consideration transferred exceeded thes#on date fair value of the recorded tangdatel intangible assets, and assumed
liabilities by $9.369 billion, which has been recaged as goodwill. The impairment testing is dohtha reporting unit level; in reviewing the

criteria for reporting units when
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allocating the goodwill resulting from our acquiwit by CenturyLink, we have determined that weare reporting unit. We are required to
test goodwill recorded in business combinationdrfgrairment at least annually, or more frequerftvients or circumstances indicate there
may be impairment. Our annual measurement datiesting goodwill impairment is September 30. Werarpiired to write-down the value
of goodwill only in periods in which the recordemh@unt of goodwill exceeds the fair value.

We adopted the provisions of ASU 2011-Othmthird quarter of 2011, Testing Goodwill forgairment, which permits us to make a
qualitative assessment of whether it is more likkbn not that a reporting unit's estimated falu®as less than its carrying amount before
applying the two step goodwill impairment test, ethrequires us (i) in step one, to identify potaintnpairments by comparing the estimated
fair value of a reporting unit against its carryiajue and (ii) in step two, to quantify any impaént identified in step one. At September 30,
2012, as a result of changes in our estimate aféutash flows we did not perform a qualitativeeasment. Therefore, we determined the
estimated fair value of Qwest using an equal waightased on a market approach and a discountadiomsmethod. The market approach
includes the use of comparable multiples of puplichded companies whose services are comparable$o The discounted cash flow
method is based on the present value of projecisld ffows and a terminal value, which represergsstpected normalized cash flows of
Qwest beyond the cash flows from the discrete yaa-projection period. We discounted the estimatesth flows using a rate that represents
a market participant's weighted average cost atalapvhich we determined to be approximately 6.8%wf the measurement date (which was
comprised of an after-tax cost of debt of 3.2% amst of equity of 8.4%). Based on our analysifopmed with respect to our reporting unit
described above, we concluded that our goodwill m@smpaired.

(4) Long-Term Debt and Revolving Promissory Note

Long-term debt, including unamortized disats and premiums, is as follows:

sSuccesso
December 31 December 31
Interest Rates  Maturities 2012 2011
(Dollars in millions)

Senior note$V 3.558- 8.375% 2013- 2052 $ 7,38¢ 7,82¢
Capital lease and other

obligations Various Various 11z 17¢€
Unamortized premiums, n 127 32C
Total lon¢-term debr 7,62¢ 8,32¢
Less current maturitie (809 (64)
Long-term debt, excluding

current maturitie: $ 6,821 8,261
L) Our $750 million Notes due 2013 are floating ratées, with rates that reset every three monthafAlse most recent measurement date of Decemb@012,

the rate for these notes was 3.55!
New Issuance:!
2012

On June 25, 2012, we issued $400 milliogregate principal amount of 7.00% Notes due 205%Xaohange for net proceeds, after
deducting underwriting discounts and expenses387 $nillion. The Notes are unsecured obligatiors may be redeemed, in whole or in
part, on or after July 1, 2017 at a redemptiongpeiqual to 100% of the principal amount redeemes atcrued interest.
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In connection with consummating the Ap#l, 2012 tender offer described below under "Repaysiewe borrowed from a CenturyLi
affiliate approximately $580 million under a revinlg promissory note, payable upon demand. The m®ony note is unsecured and ranked
equally to our senior notes.

On April 2, 2012, we issued $525 milliorgeggate principal amount of 7.00% Notes due 205Xahange for net proceeds, after
deducting underwriting discounts and expenses508$nillion. The Notes are unsecured obligatiorns may be redeemed, in whole or in
part, on or after April 1, 2017 at a redemptiorceréqual to 100% of the principal amount redeenhesl gccrued interest.

2011

On October 4, 2011, we issued $950 miliggregate principal amount of our 6.75% Notes @24 2n exchange for net proceeds, after
deducting underwriting discounts and expenses9a7$nillion. The notes are our senior unsecuretyatibns and may be redeemed, in
whole or in part, at a redemption price equal odheater of their principal amount or the presmiie of the remaining principal and interest
payments discounted at a U.S. Treasury interestsgacified in the indenture agreement plus 5Glyasnts.

On September 21, 2011, we issued $575amilliggregate principal amount of our 7.50% Notes201b1 in exchange for net proceeds,
after deducting underwriting discounts and expense$557 million. The notes are our senior unsedwbligations and may be redeemed, in
whole or in part, on or after September 15, 2016 rdemption price equal to 100% of the princgrabunt redeemed plus accrued and
unpaid interest to the redemption date.

On June 8, 2011, we issued $661 milliorregate principal amount of our 7.375% Notes duel2@%xchange for net proceeds, after
deducting underwriting discounts and expensesf423$nillion. The notes are our unsecured obligatiand may be redeemed, in whole or in
part, on or after June 1, 2016 at a redemptioreprgual to 100% of the principal amount redeemasd atcrued and unpaid interest to the
redemption date.

CenturyLink has a revolving credit facilitye "Credit Facility") maturing April 2017 thall@vs CenturyLink to borrow up to $2 billion
for the general corporate purposes of itself andubsidiaries. Up to $400 million of the Creditifity can be used for letters of credit, which
reduce the amount available for other extensiortsedfit. Interest is assessed on borrowings usiedg.ondon Interbank Offered Rate
("LIBOR") plus an applicable margin between 0.5% &6% per annum depending on the type of loanCGerduryLink's then-current senior
unsecured long-term debt rating. CenturyLink alsontains a separate letter of credit arrangemetht affinancial institution amounting to
$160 million to which we have access. As of thecessor date of December 31, 2012, CenturyLink lppdoximately $820 million and
$120 million outstanding under the Credit Faciityd the separate letter of credit arrangementeotisely. CenturyLink also had
approximately $277 million and $129 million outstigmg under the Credit Facility and the separateietf credit arrangement, respectively,
for the successor date of December 31, 2011. Weairguarantors of the Credit Facility or any ottiebt obligations of our affiliates.

Repayment:
2012
On July 20, 2012, we redeemed all $484ionilbf our 7.50% Notes due 2023, which resultedrinmmaterial loss.

On April 18, 2012, we completed a cash éeradfer to purchase a portion of our $811 millafr8.375% Notes due 2016 and our
$400 million of 7.625% Notes due 2015. With resgeaiur 8.375% Notes due 2016, we received andptedeenders of approximately
$575 million aggregate principal
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amount of these notes, or 71%, for $722 milliorudag a premium, fees and accrued interest. Wafipect to our 7.625% Notes due 2015,
we received and accepted tenders of approxima84g #illion aggregate principal amount of theseespbr 77%, for $369 million including
a premium, fees and accrued interest. The complefithis tender offer resulted in a loss of $4@iom.

2011

In October 2011, we used the net proce&@827 million from the October 4, 2011 debt isstgrtogether with the $557 million of net
proceeds received from the September 21, 201 1lisiE#nce described above and available cash, ¢éemethe $1.5 billion aggregate
principal amount of our 8.875% Notes due 2012 anghly all related fees and expenses, which resintadoss of $6 million.

In June 2011, we used the net proceeds4i fillion from the June 8, 2011 debt issuanogetiver with available cash, to redeem
$825 million aggregate principal amount of our B&/Notes due 2011 and to pay related fees and sgpewhich resulted in an immaterial
loss.

Aggregate maturities of our long-term d@xcluding unamortized premiums, discounts, anémth

(Dollars in millions)

2013 $ 804
2014 634
2015 112
2016 23¢€
2017 50C
2018 and thereaftt 5,212

Total lon¢-term debt $ 7,49¢

Revolving Promissory Not

On April 18, 2012, we entered into a rewndvpromissory note with an affiliate of Centurykithat provides us with a funding
commitment with an aggregate principle amount abéd to $1.0 billion through June 30, 2022, of w5701 million was outstanding as of
the successor date of December 31, 2012. The riegabvomissory note is payable on demand and raskedlly to our Senior Notes.
Interest is accrued on the outstanding balancegywsimeighted average per annum interest rate afuBgrink's outstanding borrowings for
the interest period. As of the successor date ckEBer 31, 2012, the weighted average interestvases.706%. The accrued interest and
outstanding principle balance are payable on dep@mb later than June 30, 2022. This revolvingnussory note is reflected on our
consolidated balance sheets under "Note payablehataf.
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Interest Expenst

Interest expense includes interest on temgr debt. The following table presents the amadfiigross interest expense, net of capitalized
interest and interest expense (income)—affiliates:

Successol Predecesso
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010

(Dollars in millions)
Interest expenst
Gross interest

expense $ 461 30t 152 627
Capitalized
interest (18 5) 3 (12
Total interest
expense $ 44z 30C 15C 61t
Interest expense
(income)—
affiliates $ 24 @ — —

Covenants

The indentures governing our notes corntanain covenants including, but not limited td:giprohibition on certain liens on our assets;
and (ii) a limitation on mergers or sales of atlsabstantially all, of our assets, which limitatiequires that a successor assume the oblic
with regard to these notes. These indentures doardtin any cross-default provisions. As of thecessor date of December 31, 2012, we
believe we were in compliance with the provisiond aovenants of our debt agreements.

(5) Accounts Receivable

The following table presents details of aacounts receivable balances:

Successo
December 31 December 31
2012 2011
(Dollars in millions)

Trade and purchased receivat $ 661 66(

Earned and unbilled receivabl 82 81

Other 12 8
Total accounts receivab 75k 74¢

Less: allowance for doubtful accoul (4€) (42
Accounts receivable, less allowar $ 70¢ 707
(1) We have reclassified prior period amounts of pusedaeceivables from other to trade and purchasmsviables to conform to the current period

presentation

We are exposed to concentrations of crégkitfrom residential and business customers witinlocal service area and from other
telecommunications service providers. No custorimelizidually represented more than 10% of our aoteueceivable for all periods
presented herein. We generally do not require tslhto secure our receivable balances. We haeeawents with other telecommunications
service providers whereby we agree to bill andeovlon their behalf for services rendered by thpyseiders to our customers within our lo
service area. We purchase accounts receivabledtbar telecommunications service providers pringanit a recourse basis and include
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these amounts in our accounts receivable balaneenade not experienced any significant loss astatiaith these purchased receivables.
The following table presents details of allowance for doubtful accounts:

Allowance for Doubtful

Accounts
(Dollars in millions)
Balance at January 1, 2010 (Predeces $ 52
Charged to expen—net 7C
Deductions (75)
Balance at December 31, 2010 (Predece: 48
Charged to expen—net 17
Deductions (18
Balance at March 31, 2011(Predeces $ 47
Fair value adjustmel 47
Balance at April 1, 2011 (Success $ —
Charged to expen—net 44
Deductions 2
Balance at December 31, 2011 (Succes 42
Charged to expen—net 74
Deductions (70
Balance at December 31, 2012 (Succes $ 46

As a result of CenturyLink's indirect acgjtion of us, the allowance for doubtful accourgathe acquisition date of $47 million was
reduced to zero and our gross accounts receivadre reduced by $47 million to reflect its estimateduisition date fair value.

(6) Property, Plant and Equipment

CenturyLink accounted for its indirect aiition of us under the acquisition method of aatmg, which requires the assignment of the
purchase price to the assets acquired based orfaheialues at the acquisition date.
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Net property, plant and equipment is corneplasf the following:

Successol

Depreciable December 31 December 31
Lives 2012 2011

(Dollars in millions)

Property, plant and equipme

Land N/A $ 35€ 36¢
Fiber, conduit and other outsid:
plant(®) 15-45 year 3,47¢ 3,247
Central office and other networ
electronicd? 5-10 year 2,611 2,15¢
Support assetd) 5-30 year 2,42¢ 2,44¢
Construction in progres® N/A 37z 201
Gross property, plant and
equipmen 9,24: 8,42(
Accumulated depreciatic (2,01 (919
Net property, plant and equipme $ 7,231 7,50¢
1) Fiber, conduit and other outside plant consistibef and metallic cable, conduit, poles and otwgporting structures.
) Central office and other network electronics cassig circuit and packet switches, routers, traission electronics and electronics providing sertace
customers.
?3) Support assets consist of buildings, computersottmet administrative and support equipment.
4) Construction in progress includes inventory heldcfanstruction and property of the aforementiore@gories that has not been placed in serviceiss it

still under constructior

Effective January 1, 2012, we changed atesrof capitalized labor as we transitioned cettgacy systems to the historical systems of
our ultimate parent, CenturyLink. This transiti@sulted in an estimated $40 million to $55 millinorease in the amount of labor capitalized
as an asset compared to the amount that wouldlbeere capitalized if we had continued to use ouadggystems and a corresponding
estimated $40 million to $55 million decrease iri@ing expenses for the successor year ended Dec&t, 2012. The reduction in
expenses described above, net of tax, increasedaoehe approximately $25 million to $34 millionrfthe successor year ended
December 31, 2012.

Effective January 1, 2012, we changed stimates of the remaining useful lives of certale¢ommunications equipment. These
changes resulted in a decrease to depreciatiomeepe approximately $52 million for the successmar ended December 31, 2012. This
decrease in depreciation expense, net of tax,Hedffect of increasing net income by approxima#fg million for the successor year ended
December 31, 2012.

During the first quarter of 2012, we repestively adjusted our previously reported assignrnoéthe aggregate Qwest consideration for
changes to our original estimates of the fair valfibuildings at the acquisition date. This retispre adjustment decreased the previously
reported December 31, 2011 support assets by $86rmillso, we reclassified certain prior perioshaunts of inventory held for
construction to conform to the current period pnéston. This reclassification increased constorctn progress at December 31, 2011 by
$38 million with an offsetting decrease to fibesnduit and other outside plant and central office ather network electronics by $8 million
and $30 million, respectively.

We recorded depreciation expense of $1klli6n, $914 million, $393 million and $1.652 hdh for the successor year ended
December 31, 2012, the successor nine months éelseimber 31, 2011,
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the predecessor three months ended March 31, 2@iltha predecessor year ended December 31, 2GH@cteely.
(7) Severance

Periodically, we have implemented redudionour workforce and have accrued liabilitiesrfelated severance costs. These workforce
reductions resulted primarily from the progressiorcompletion of our integration plans related en@iryLink's indirect acquisition of us,
increased competitive pressures and reduced watklemnands due to the loss of access lines.

We report severance liabilities within "aged expenses and other liabilities—salaries améfiis” in our consolidated balance sheets
and report severance expenses in cost of servickpraducts and selling, general and administraimenses in our consolidated statements
of operations.

Changes in our accrued liability for sevemexpenses were as follows:

Severance
(Dollars in millions)
Balance at December 31, 2010 (Predece: $ 28
Accrued to expens 3
Payments, ne (12)
Reversals and adjustmel Q)
Balance at March 31, 2011 (Predeces $ 19
Fair value adjustmel 2
Balance at April 1, 2011 (Success $ 17
Accrued to expens 11¢€
Payments, ne (97)
Reversals and adjustmel (9
Balance at December 31, 2011 (Succes 29
Accrued to expens 64
Payments, ne (85)
Reversals and adjustmel Q)
Balance at December 31, 2012 (Succes $ 7

Our severance expenses for the successmmmnths ended December 31, 2011 also includednfili@n of share-based compensation
associated with the accelerated vesting of stock@svthat occurred in connection with workforceuabns relating to CenturyLink's indire
acquisition of us.

(8) Employee Benefits
Pension and Po-Retirement Benefits

We are required to disclose the amountuofoontributions to QCII relative to the QCII pemsiand post-retirement benefit plans. QCII
was not required and did not make contributionthéopension plan trust in 2012. Based on currewd and circumstances, (i) QCII will not
be required to make a cash contribution to thia pia2013 and (ii) QCIl does not expect it will lEguired to make a contribution in 2014.
The amount of required contributions to the pla@@i4 and beyond will depend on earnings on plaesiments, prevailing interest and
discount rates, demographic experience, changdarnbenefits and changes in funding laws and egiguis. No contributions were made to
the post-retirement occupational health care tru2012 or 2011 and QCII does not expect to magerdribution in 2013.

77




Table of Contents

The unfunded status of QCII's pension [iteraccounting purposes was $948 million and $6dliam as of the successor dates of
December 31, 2012 and December 31, 2011, resplyctivee unfunded status of its post-retirement lfiepé&ans for accounting purposes was
$2.866 billion and $2.706 billion as of the succestates of December 31, 2012 and December 31, 28ddectively. QCII allocates its
pension, non-qualified pension and post-retirenbemefit obligations to us using the amount ofitsded or unfunded status and its related
accumulated other comprehensive income balanceefdre, significant year over year changes in @Guhded status affecting accumulated
other comprehensive income may not have a significetial impact on the assets or obligations that allocated to us.

We recognized an allocated $117 milliopémsion income during the successor year endedniere31, 2012 and $51 million for the
successor nine months ended December 31, 201klbasa$11 million and $53 million in pension experfor the predecessor three months
ended March 31, 2011 and the predecessor year &wtminber 31, 2010, respectively. Our allocated-pigement benefit expense for the
successor year ended December 31, 2012, the saco@ss months ended December 31, 2011, the presecthree months ended March
2011 and the predecessor year ended December B1w2® $106 million, $84 million, $16 million andZ&million, respectively. These
allocated amounts represent our share of the peasid post-retirement benefit expenses based aactharially determined amounts. Our
allocated portion of QCII's total pension and padirement benefit expenses were 91%, 96%, 102%.ahéo for the successor year ended
December, 31, 2012, the successor nine months dele@mber 31, 2011, the predecessor three mondlesidviarch 31, 2011 and the
predecessor year ended December 31, 2010, resggc@®CII allocates the expenses of these plans &nd its other affiliates. The allocat
of expense to us is based upon demographics afroptoyees compared to all remaining participant® dombined net pension and post-
retirement benefits (income) expenses is includembit of services and products and selling, géaecdhadministrative expenses.

QCIlI sponsors a noncontributory qualifiedfided benefit pension plan (referred to as Q@k'ssion plan) for substantially all of our
employees. In addition to this tax qualified pengian, QCII also maintains a non-qualified pengitan for certain eligible highly
compensated employees. These plans also provideauand disability benefits to certain employelsNovember 2009, QCIl amended the
pension plan and the non-qualified pension plan®ttonger provide pension benefit accruals foivaaton-represented employees after
December 31, 2009. In addition, non-representedamaps hired after January 1, 2009 are not eligiblgarticipate in the plans. Active non-
represented employees who participate in theses ptain their accrued pension benefit earned 8eoémber 31, 2009 and certain
participants will continue to earn interest creditstheir benefit after December 31, 2009. Emplseyae eligible to receive their vested
accrued benefit when they separate from CenturyLiihle plans also provided a death benefit for lelligbeneficiaries of certain retirees;
however, QCII has eliminated this benefit effectitarch 1, 2010 for retirees who retired prior todary 1, 2004 and whose deaths occur
after February 28, 2010. QCII previously eliminatid death benefit for eligible beneficiaries oftaim retirees who retired after
December 31, 2003.

QCII maintains post-retirement benefit gldnat provide health care and life insurance benefr certain eligible retirees. The benefit
obligation for QCII's occupational health care #ifelinsurance post-retirement plans is estimaised on the terms of QCII's written benefit
plans. In calculating this obligation, QCII congisl@aumerous assumptions, estimates and judgmanbsding but not limited to, discount
rates, health care cost trend rates and plan an@mdmn October 2012, our current fougar collective bargaining agreements expired w
covered approximately 100% of our unionized empésyas of the successor date of December 31, 202P0B, the plan was amended to
reflect changes affecting eligible pds€290 retirees who are former represented employreaading: (i) a Letter of Agreement that statash
post-1990 retirees will begin contributing to tlestof health care benefits in excess of specliieils on the company-funded portion of
retiree
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health care costs (also referred to as "caps"nipégg January 1, 2009 and (ii) a provision thahspast-1990 retirees will pay increased out-
of-pocket costs through plan design changes stgitamuary 1, 2009, including the elimination of idade Part B premium reimbursements
for post-1990 retirees who are former representepl@yees. These changes have been considerectinatalg the benefit obligation under
QCllI's occupational health care plan.

The terms of the post-retirement healtle @ard life insurance plans between QCII and itgl#é non-represented employees and its
eligible post-1990 non-represented retirees aabbshed by QCII and are subject to change atistsretion. QCII has a practice of sharing
some of the cost of providing health care benefith its non-represented employees and post-198erepresented retirees. The benefit
obligation for the non-represented post-retirenteatith care benefits is based on the terms ofuhent written plan documents and is
adjusted for anticipated continued cost sharintp win-represented employees and post-1990 nonsexpiesl retirees. However, QCII's
contribution under its post-1990 non-representéickes' health care plan is capped at a speciflardamount. Effective January 1, 2009,
QCIl amended its post-1990 non-represented repilleto, among other things, (i) require retireepdy increased out-of-pocket costs and
(ii) eliminate the reimbursement of Medicare PagrBmiums.

Medicare Prescription Drug, Improvement and Modemaition Act of 200:

QCII sponsors post-retirement health cémapwith several benefit options that provide priggion drug benefits that QCIl deems
actuarially equivalent to or exceeding Medicaret PaiQCII recognizes the impact of the federal sjpseceived under the Medicare
Prescription Drug, Improvement and Modernization éfc2003 in the calculation of its post-retireméenefit obligation and net periodic
post-retirement benefit expense.

Other Benefit Plans
Health Care and Life Insurance

We provide health care and life insuraneediits to essentially all of our active employa&® are largely self-funded for the cost of the
health care plan. Our active health care benefierzes were $221 million, $167 million, $57 milli@md $224 million for the successor year
ended December 31, 2012, the successor nine mendesl December 31, 2011, the predecessor thredsnemiied March 31, 2011 and the
predecessor year ended December 31, 2010, resgdgcRepresented employee benefits are based atiakegl collective bargaining
agreements. Employees are required to partiallgl the health care benefits provided by us, in &idib paying their own out-of-pocket
costs. Our group life insurance plan is fully irestiand the premiums are paid by us.

No contributions were made to the posteetient occupational health care trust in 2012, 2612010 and we do not expect to make a
contribution in 2013.

401(k) Plan

CenturyLink sponsors a qualified definedtabution benefit plan covering substantially aflour employees. Under this plan,
employees may contribute a percentage of theira@rmmompensation to the plan up to certain maximwasglefined by the plan and by the
Internal Revenue Service ("IRS"). Currently, Q@Ih, our behalf, matches a percentage of our empsogeatributions in cash. We
recognized $46 million, $36 million, $12 million @$51 million in expense related to this plan foe successor year ended December 31,
2012, the successor nine months ended Decemb20381, the predecessor three months ended Marc031,and the predecessor year
ended December 31, 2010, respectively.
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Deferred Compensation Plans

QCII sponsored a non-qualified unfundecdedefd compensation plan for various groups thduidescertain of our current and former
highly compensated employees. The plan is frozenpanticipants can no longer defer compensatighéglan. The value of the assets and
liabilities related to this plan is not significant

(9) Stock-Based Compensation

During the predecessor year ended DeceBhet010, our employees participated in QCII's Bgricentive Plan ("EIP") and Employ:
Stock Purchase Plan ("ESPP"). Due to CenturyLiaktuisition of QCIl and the purchasing of its catgting stock, QCII no longer offers
these plans.

Stock-Based Compensation Expense

Stock-based compensation expenses araettim cost of services and products, and selfjipgeral, and administrative expenses in our
consolidated statements of operations. During oedgcessor years, we recognized compensation expelating to awards granted to our
employees under the EIP using the straight-linehotkbver the applicable vesting periods. We alsogrized compensation expense when
our employees purchased QCII's common stock uh@eEEPP for the difference between the employeeshpse price and the fair value of
QCIlI's stock.

For the successor year ended Decembel032, ve were allocated a stock based compensatmense of $18.3 million from
CenturyLink. For the successor nine months endemtidber 31, 2011, the predecessor three months éaleth 31, 2011 and the
predecessor year ended December 31, 2010, oustotk-based compensation expense was approxing&dtelynillion, $3 million and
$121 million, respectively. We recognized an incdmebenefit of $7 million, $7 million, $1 millioand $30 million associated with our st
compensation expense during the successor yead &atember 31, 2012, the successor nine monthsldhelmember 31, 2011, the
predecessor three months ended March 31, 201hargtedecessor year ended December 31, 2010, tiespec

On December 21, 2010, QCII accelerated/étsting of certain restricted stock and performasiwre awards issued under our previous
Equity Incentive Plan in order to preserve ceraianomic benefits to employees that otherwise whaldge been lost in connection with
CenturyLink's acquisition of QCII. As the vast mitp of affected employees are employed by us, Qiticated substantially all of the
$63 million expense associated with this acceldragsting to us.

Due to CenturyLink's acquisition of QCllewow record the stock-based compensation exphasistallocated to us from CenturyLink
which is included in operating expenssiliates in our consolidated statements of operst Based on many factors that affect the aliong
the amount of stock-based compensation expensedegtat CenturyLink and ultimately allocated tomey fluctuate. We cash settle the
stock-based compensation expense allocated toms@enturyLink.

(10) Products and Services Revenues

We are an integrated communications comgagyaged primarily in providing an array of comnuations services, including local and
long-distance, network access, private line (iniclgépecial access), broadband, Ethernet, dataless and video services. We strive to
maintain our customer relationships by, among athiegs, bundling our service offerings to provale customers with a complete offering
of integrated communications services. We categaiz products and services into the following ¢hrategories:

. Strategic serviceswhich include primarily private line (includingscial access), broadband, video (including resatdllite
video services) and Verizon Wireless services;
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. Legacy servicesyhich include primarily local, long-distance, intaged services digital network (which uses regtdephone
lines to support voice, video and data applicajioswitched access and traditional wide area nétwervices (which allows a
local communications network to link to networksémote locations); and

. Affiliates and other servicesvhich consist primarily of USF revenues and sargks and services we provide to our non-
consolidated affiliates. We provide to our affi#tattelecommunications services that we also prdei@xternal customers. In
addition, we provide to our affiliates computerteys development and support services and netwgmastiand technical
services.

During the first quarter of 2012, we resléied certain prior period revenues between tlogeatientioned three categories to conform to
the current period presentation.

Since the April 1, 2011 closing of Centuinit's indirect acquisition of us, our operationsédbeen integrated into and reported as pe
the segments of CenturyLink. CenturyLink's chieéigting decision maker ("CODM") has become our CQDM reviews our financial
information on an aggregate basis only in connaatiith our quarterly and annual reports that we With the Securities and Exchange
Commission. Consequently, we do not provide owrdig financial information to the CODM on a regiasis. As such, we believe we n
have one reportable segment and have reclassifiegrimr period results to conform to our curreigw.

Operating revenues for our products andices are summarized below:

Successo Predecesso
Three
Year Nine Months Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
Strategic service $ 3,26t 2,40¢ 792 3,05¢
Legacy service 3,471 2,79¢ 1,00¢ 4,32:
Affiliates and
other service 2,11: 1,432 47% 1,88¢
Total operating
revenues $ 8,84¢ 6,63¢ 2,26¢ 9,271

We do not have any single customer thatiges more than 10% of our total revenue. Substy&ll of our revenue comes from

customers located in the United States.

The table below presents the aggregate suBtharges recognized on a gross basis:

Successor Predecessor
Three
Year Nine Months Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
Taxes and surcharge
included in
operating revenue!
and expense $ 171 122 43 18€

(11) Related Party Transactions

We provide to our affiliates telecommunioas services that we also provide to externalarusts. In addition, we provide to our
affiliates computer system development and supgektices and network support and technical services
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Below are details of the services we preditb our affiliates:

. Telecommunications servicedata, Internet and voice services in supportuofaifiliates service offerings;

. Computer system development and support servitg®rmation technology services primarily incluithe labor cost of
developing, testing and implementing the systenmgla necessary to support order entry, provisioititiing, network and
financial systems, as well as the cost of improyingintaining and operating our operations supggstems and shared
internal communications networks; and

. Network support and technical servicebletwork support and technical services relatetecasting demand volumes and
developing plans around network utilization androfation, developing and implementing plans foell product
development, provisioning and customer care.

We charge our affiliates for services basednarket price or fully distributed cost ("FDCW.e charge our affiliates market price for
services that we also provide to external custonvenge other services that we provide only to affiliates are priced by applying an FDC
methodology. FDC rates include salaries and wagmapll taxes, employee benefits, miscellaneougrses, and charges for the use of our
buildings, computing and software assets. Whengossible, costs are directly assigned to our afél for the services they use. If costs
cannot be directly assigned, they are allocatechgnadl affiliates based upon cost causative measordf no cost causative measure is
available, these costs are allocated based onaaellocator. These cost allocation methodologresreasonable. From time to time, we
adjust the basis for allocating the costs of aeshaervice among affiliates. Such changes in dilmeanethodologies are generally billed
prospectively.

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

(12) Income Taxes

We were included in the consolidated feldie@me tax returns and the combined state inctameeturns of QCII until CenturyLink's
April 1, 2011 acquisition of QCII and the consotield federal income tax returns and certain combstat income tax returns of
CenturyLink subsequent to the acquisition. BothtGeink and QCII treat our consolidated resultsfage were a separate taxpayer. The
policy requires us to settle our tax liabilitiesdhgh a change in our general intercompany obtigatiased upon our separate return taxable
income. Because we are included in the consolidageral income tax returns and the combined statame tax returns of CenturyLink (a
previously with QCII), any tax audits involving GenyLink or QCII will also involve us. The IRS priwusly examined all of QCllI's federal
income tax returns prior to 2008 because they wetaded in its coordinated industry case prograuh mow examines all of QCIlI's federal
income tax returns as included in the consolidéddral return of the ultimate parent company, Gehink.

In years prior to 2011, QCII filed amendederal income tax returns for 2002-2007 to makeegmtive claims with respect to items
reserved in our audit settlements and to correntstnot addressed in prior audits. The examinatidhose amended federal income tax
returns by the IRS was completed in 2012. In 2@l filed an amended 2008 federal income tax refuimarily to report the carryforward
impact of prior year settlements. Such amendentfils subject to adjustment by the IRS.

QCIlI also files combined income tax retuimsnany states, and these combined returns reopein for adjustments to its federal income
tax returns. In addition, certain combined stat®ine tax returns filed since 1996 are still oparstate specific adjustments.
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As of the successor dates of December@®I2 2nd December 31, 2011, we had no amounts acfouanrecognized tax benefits for

each aforementioned year.

Effective on April 1, 2011 in conjunctiorittv CenturyLink's indirect acquisition of us, weattged our accounting policy to recognize
interest expense and penalties related to incores t@s income tax expense. Prior to April 1, 2@iterest expense and penalties related to
income taxes were included in the other incomedpsp) line of our consolidated statements of oermt As of the successor dates of
December 31, 2012 and December 31, 2011, we haddext liabilities for interest related to uncerttr positions in the amounts of
$5 million for each aforementioned year. We madeacayual for penalties related to income tax posti

Income Tax Expens:

The components of the income tax expersa frontinuing operations are as follows:

Successol Predecesso
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(Dollars in millions)
Income tax
expense
Current tax
provision:
Federa $ 63¢€ 17z 104 47C
State and
local 10¢& 26 11 80
Total current
tax provisiot 743 19¢ 11t 55C
Deferred tax
expense
(benefit):
Federa (17%) 12¢ 61 20¢
State and
local (26) 22 15 33
Total deferred
tax expense
(benefit) (201) 15C 76 241
Income tax
expense $ 542 34¢ 191 791
The effective income tax rate for contirguperations differs from the statutory tax ratéolisws:
Successol Predecesso
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010
(in percent)
Effective income
tax rate:
Federal statutory
income tax rat 35.0% 35.0% 35.0% 35.0%
State income
taxes—net of
federal effec 3.7 3.5 3.4 3.¢
Medicare
subsidiary — — — 2.7
Excess
compensatiol — — 1.C
Other 0.3 0.€ 0.€ (0.9
Effective income
tax rate 39.0% 39.1% 39.0% 42.2%
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Deferred Tax Assets and Liabilitie
The components of the deferred tax assetdiabilities are as follows:

Successo
December 31, December 31,
2012 2011
(Dollars in millions)

Deferred tax assets and liabiliti¢
Deferred tax liabilities

Property, plant and equipme $ (1,046 (1,279
Intangibles asse (2,22€) (2,274
Receivable from an affiliate due to pension plan
participation (39¢) (359)
Other (39) (14€)
Total deferred tax liabilitie (3,709 (4,060)

Deferred tax asset
Payable to affiliate due to post-retirement berén

participation 932 92(

Debt premium: 70 164
Other 23¢ 304
Total deferred tax asse 1,241 1,38¢
Valuation allowance on deferred tax as: (12 8
Net deferred tax asse 1,22¢ 1,38(
Net deferred tax liabilitie $ (2,480) (2,680

At December 31, 2012, we have establishealwmtion allowance of $12 million as it is not madikely than not that this amount of
deferred tax assets will be realized.

Other Income Tax Information

We paid $607 million, $211 million and $6miflion to QSC related to income taxes in the sssor years ended 2012 and 2011 and the
predecessor year ended 2010, respectively. Aeduhcessor date of December 31, 2011, we hadpaoxapate $19 million receivable frc
QSC relating to income taxes reflected in advateedfiliates on our consolidated balance sheets.

Income tax expense for the combined yede@mecember 31, 2011, as compared to the predegess ended December 31, 2010,
decreased by $251 million as a result of the M@0 enactments of the Patient Protection and A#fole Care Act and the Health Care and
Education Reconciliation Act of 2010. Income tayexse also decreased due to the 2010 tax treatofehts expenses allocated to us when
QCIl accelerated the vesting of certain stock-basedpensation and certain expenses associatedeitturyLink's acquisition of us.

In the predecessor year ended Decemb&030, we increased our state tax rate based orie@wef our state apportionment factors
the current tax rate of the states where we coroliginess. This change resulted in a $2 milliotesdaferred tax expense, net of federal
effect.

We had unamortized investment tax credit&lamillion, $2 million and $61 million as of tleuccessor dates of December 31, 2012 and
December 31, 2011 and the predecessor date of ecah, 2010, respectively, which are includedtireolong-term liabilities on our
consolidated balance sheets. These investmentserdi amortized over the lives of the relatedtasgenortization of investment tax credits
was immaterial in 2012 and 2011. Amortization ofastment
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tax credits of $8 million is included in the praweis for income taxes for the predecessor year ebdsgmber 31, 2010.

(13) Fair Value Disclosure

Our financial instruments consist of cast aash equivalents, accounts receivable, advaaadfiliates, accounts payable, accounts
payable—affiliates, note payable—affiliate and ldagm debt excluding capital lease obligations. Butheir short-term nature, the carrying
amounts of our cash and cash equivalents, accoer#g/able, advances to affiliates, accounts payacounts payable—affiliates and note
payable—affiliate approximate their fair values.

Fair value is defined as the price that tdne received to sell an asset or paid to traresfability in an orderly transaction between
independent and knowledgeable parties who arengilind able to transact for an asset or liabilitthha measurement date. We use valuation
techniques that maximize the use of observabletsngod minimize the use of unobservable inputs vaetermining fair value and then we
rank the estimated values based on the relialafithe inputs used. We determined the fair valdesiolong-term debt, including the current
portion, based on quoted market prices where aailar, if not available, based on discounted ®itash flows using current market interest
rates.

The three input levels in the hierarchyaif value measurements are defined by the FinbAcieounting Standards Board generally as
follows:

Input Level Description of Input

Level 1 Observable inputs such as quoted market pricestiveamarkets
Level 2 Inputs other than quoted prices in active markeds are either directly or indirectly observal
Level 3 Unobservable inputs in which little or no marketadexists

The following table presents the carryimgoaints and estimated fair values of our long-teetntdexcluding capital lease obligations, as
well as the input levels used to determine theviaives:

Successo
December 31, 201, December 31, 201.
Input Carrying Fair Carrying Fair
Level Amount Value Amount Value

(Dollars in millions)
Liabilities—Longterm
debt excluding
capital lease
obligations 2 $ 7,518 8,01¢ 8,14¢ 8,35:

For the assets and liabilities measurddiavalue on our acquisition date, we employedaety of methods to determine these fair
values, including quoted market price, observaldeket values of comparable assets, current repkteoosts and discounted cash flow
analysis. The factors that most significantly impaar estimate of fair value included forecasteshciows and a market participant discount
rate. The applicable market participant discoutd imimpacted by the market risk free rate ofnreand risk premium associated with a gr
of peer telecommunication companies which have bleemed to be market participants for determintiegfair value. The discount rates
used in our valuations ranged from 7.5% of 9.5%eddmg upon the asset or liability valued and re¢atisk associated with the cash flows.
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(14) Stockholder's Equity
Common Stock
We have one share of common stock (no alaiey issued and outstanding, which is owned by QSC
Other Net Asset Transfers

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

During 2010, we recorded a $56 million égtiansaction for excess tax deductions, the diffee between the acceleration of stock-
based compensation expense for both performancesatritted shares and the tax deduction.

In addition, in the normal course of busmene transfer assets and liabilities to and f@®€C and its affiliates, which are recorded
through our equity. It is our policy to record thessset transfers based on carrying values.

Dividends

We declared the following cash and non-ahgitdends to QSC:

Successor Predecessor
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31
2012 2011 2011 2010
(Dollars in millions)
Non-cash
dividend to
Qsc® $ — 28 — —
Cash dividend
declared to
QSC 84C 60C 1,00( 2,30(
Cash dividend
paid to QSC 1,15( 90C 53C 2,26(
(1) This was a non-cash transaction whereby we tramesferssets via dividends to our parent company,.QSC

The timing of cash payments for declaredidginds to QSC is at our discretion in consultatigih QSC. We may declare and pay
dividends to QSC in excess of our earnings to #tent permitted by applicable law. Our debt covésalo not limit the amount of dividends
we can pay to QSC.
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(15) Quarterly Financial Data (Unaudited)

Quarterly Financial Data

Successo
Twelve
First Second Third Fourth Months
Quarter Quarter Quarter Quarter Total
(Dollars in millions)
2012
Operatiny
revenu $ 2,26( 2,19t 2,18: 2,21( 8,84¢
Operatiny
income 46€ 45t 45¢ 52t 1,90t
Income
tax
expens
(benefi 13€ 11z 13< 16C 542
Net
income
(loss) 21¢ 17¢ 212 241 84¢
Quarterly Financial Data
Predecesso Successol
Nine
First Second Third Fourth Months
Quarter Quarter Quarter Quarter Total
(Dollars in millions)
2011
Operatiny
revenu $ 2,26¢ 2,231 2,19( 2,21« 6,63t
Operatiny
income 63€ 37C 412 417 1,19¢
Income
tax
expens
(benefi 191 11€ 11€ 11t 34¢
Net
income
(loss) 29¢ 16E 19¢ 17¢ 543

Second Quarter 201

We recognized $123 million of certain expenassociated with activities related to Centurykiindirect acquisition of us during the
successor three months ended June 30, 2011. Tkeseses were comprised primarily of severance 8friiflion, retention bonuses of
$12 million, share-based compensation of $11 mildtiocated to us by QCII and system integratiomsedting of $1 million.

(16) Commitments and Contingencies

From time to time, we are involved in otpeoceedings incidental to our business, inclugiatgnt infringement allegations,
administrative hearings of state public utility aoissions relating primarily to rate making, actioakting to employee claims, various tax
issues, environmental law issues, grievance heabefpre labor regulatory agencies, and miscellaméurd party tort actions. The outcome
of these other proceedings is not predictable. Hieweave do not believe that the ultimate resolubbthese other proceedings, after
considering available insurance coverage, will heveaterial adverse effect on our financial positi@sults of operations or cash flows.

CenturyLink and QCII are involved in seudegal proceedings to which we are not a party, tifiaesolved against them, could have a
material adverse effect on their business and fiihcondition. As a wholly owned subsidiary of @amwyLink and QCII, our business and
financial condition could be similarly affected. Yoan find descriptions of these legal proceedingsenturyLink’'s and QCII's quarterly and
annual reports filed with the SEC. Because we atararty to any of the matters, we have not axtany liabilities for these matters.
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Capital Leases

We lease certain facilities and equipmerttar various capital lease arrangements. Depreniafiassets under capital leases is included
in depreciation and amortization expense. Paynantapital leases are included in repayments @-term debt, including current maturit
in the consolidated statements of cash flows.

The tables below summarize our capitaldeagivity:

Successor Predecessor
Year Nine Months Three Months Year
Ended Ended Ended Ended
December 31, December 31, March 31, December 31,
2012 2011 2011 2010

(Dollars in millions)
Assets acquired
through capits

leases $ — 2 16 11€
Depreciation
expense 50 41 11 28

Cash payments
towards capite

leases 41 35 11 25
Successol
December 31 December 31
2012 2011
Assets included in property, plant and equipn $ 18¢ 192
Accumulated depreciatic 85 41

The future annual minimum payments undeitablease arrangements as of December 31, 201 agefollows:

Future
Minimum
Payments
(Dollars in
millions)
Capital lease obligation
2013 $ 4€
2014 35
2015 21
2016 2
2017 1
2018 and thereatfte 6
Total minimum payment 111
Less: amount representing interest and execut®ts (14)
Present value of minimum payme 97
Less: current portio (40)
Long-term portion $ 57
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Operating Leases

We lease various equipment, office fa@ttiretail outlets, switching facilities and othetwork sites. These leases, with few exceptions,
provide for renewal options and escalations thate@her fixed or based on the consumer price inday rent abatements, along with rent
escalations, are included in the computation of expense calculated on a straight-line basis theelease term. The lease term for most
leases includes the initial non-cancelable terns ply term under renewal options that are reaspmraisured. For the successor year ended
December 31, 2012 and the successor nine montlesi é&etember 31, 2011, our gross rental expens&9amillion and $125 million,
respectively. Also, gross rental expense was $H&mand $200 million for the predecessor threenthe ended March 31, 2011 and the
predecessor year ended December 31, 2010, resggctiVe also received sublease rental income fosttime periods of $8 million,
$10 million, $4 million and $15 million, respectlye

At December 31, 2012, our future minimumrpants under operating leases were as follows:

Future
Minimum
Payments
(Dollars in
millions)
Operating lease:
2013 $ 5E
2014 36
2015 3C
2016 25
2017 2C
2018 and thereatfte 3¢9
Total future minimum paymentd $ 20¢
(1) Minimum payments have not been reduced by minimulotesise rentals of $32 million due in the futurdemnon-cancelable subleases.

Purchase Obligation:

We have several commitments primarily farketing activities and support services from aetgrof vendors to be used in the ordinary
course of business totaling $179 million as of Delser 31, 2012. Of this amount, we expect to purel$ds million in 2013, $63 million in
2014 through 2015, $56 million in 2016 through 2@hd $13 million in 2018 and thereafter. These amwdo not represent our entire
anticipated purchases in the future, but represelytthose items for which we are contractually aaitted.
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(17) Other Financial Information
Other Current Assets
Other current assets reflected on our lcalaheets consisted of the following:

Other Current Assets
December 31, December 31,

2012 2011
(Dollars in millions)
Prepaid expenst $ 64 57
Other 50 41
Total other current asse $ 114 98

(18) Labor Union Contracts

Approximately 56% or 12,000 of our emplay@ee members of bargaining units representeddbZ ttmmunications Workers of
America and the International Brotherhood of EleeifrWorkers. These employees are subject to doleebargaining agreements that exp
October 6, 2012. Our parent company, CenturyLislurrently negotiating the terms of new agreeméntthe meantime, the predecessor
agreements have been extended, and the unionsageaed to provide at least a twenty-four hour adearotice before terminating those
predecessor agreements. Any strikes or other ckangrir labor relations could have a significampact on our business. If we fail to exte
or renegotiate our collective bargaining agreemeiitts our labor unions as they expire from timeitoe, or if our unionized employees were
to engage in a strike or other work stoppage, osirtess and operating results could be materialfyned. To help mitigate this potential ri
we have established contingency plans in which welevassign trained, non-represented employeesver gobs for represented employees
in the event of a work stoppage to provide continfar our customers.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Management's Report on Internal Control over Finangal Reporting

Our management is responsible for estahlisind maintaining adequate internal control divemcial reporting, as such term is defined
in Exchange Act Rule 13a-15(f). Under the supeovigind with the participation of our managemertiuiding our Chief Executive Officer
and Chief Financial Officer, we evaluated the desigd operation of our disclosure controls and gaaces (as defined in Rules 13a-15(e)
and 15d-15(e) of the Securities Exchange Act 0#198 the "Exchange Act") as of December 31, 204sel on the framework Internal
Control—Integrated Framewoiiksued by the Committee of Sponsoring Organizatidrike Treadway Commission. Our management
concluded that our internal control over financggorting was effective as of December 31, 2012.

There were no changes in our internal obiver financial reporting that occurred in theffin quarter of 2012 that materially affected,
or are reasonably likely to materially affect, aternal control over financial reporting.

The effectiveness of our or any systemisdldsure controls and procedures is subject t@icelimitations, including the exercise of
judgment in designing, implementing and evaluatimgcontrols and procedures, the assumptions nsdéritifying the likelihood of futur
events and the inability to eliminate misconduahptetely. As a result, there can be no assurarateotir disclosure controls and procedures
will detect all errors or fraud. By their natureirpor any system of disclosure controls and procesican provide only reasonable assurance
regarding management's control objectives.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

We have omitted this information pursuanGeneral Instruction I.

ITEM 11. EXECUTIVE COMPENSATION

We have omitted this information pursuanGeneral Instruction I.

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

We have omitted this information pursuanGeneral Instruction I.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

We have omitted this information pursuanGeneral Instruction I.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Pre-Approval Policies and Procedures

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

Fees Paid to the Independent Registered Public Aageting Firm

QCII first engaged KPMG LLP to be our indaegent registered public accounting firm in May 200he aggregate fees billed or
allocated to us for the years ended December 312 a8d 2011 for professional accounting serviceduding KPMG's audit of our annual
consolidated financial statements, are set forthéntable below.

Year Ended Year Ended
December 31, December 31,

2012 2011

(Dollars in thousands)
Audit fees $ 2,97( 3,281
Audit-related fee: 88 137
Total fees $ 3,05¢ 3,41¢

KPMG did not provide to us any professiosevices for tax compliance, tax advice or taxipiag in 2012 or 2011.
For purposes of the preceding table, tioéegsional fees are classified as follows:

Audit fees—These are fees billed for tharyghown for professional services performed ferahdit of the consolidated financial
statements included in our Form 10-K filing fortlyaar, the review
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of condensed consolidated financial statementsidieel in our Form 10-Q filings made during that yeamfort letters, consents and
assistance with and review of documents filed withSEC. Audit fees for each year shown includewatsothat have been billed through the
date of this filing and any additional amounts thie expected to be billed thereafter.

Audit-related fees—These are fees billeda&surance and related services that were perébimmbe year shown and that are
traditionally performed by our independent registepublic accounting firm. More specifically, thesvices include regulatory filings and
employee benefit plan audits. Audit-related feasefich year shown include amounts that have bdled Birough the date of this filing.

The Audit Committee approved in advancefthe services performed by KPMG described above.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

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

Exhibit
Number  Description
3.1 Restated Articles of Incorporation of Qwest Coriora(incorporated by reference to Exhibit 3(a)fiest Corporation
Annual Report on Form 10-K for the year ended Ddwm31, 1997 (File No. 001-03040) filed with thec@eties and
Exchange Commission on March 25, 19¢

3.2 Articles of Amendment to the Articles of Incorpacat of Qwest Corporation (incorporated by referetwcExhibit 3.1 of
Qwest Corporation's Quarterly Report on Form 1@&(QHe period ended June 30, 2000 (File No. 0014086led with
the Securities and Exchange Commission on Augys2ado).

3.2 Amended and Restated Bylaws of Qwest Corporatimo(porated by reference to Exhibit 3.3 of QwestpBmation's
Annual Report on Form 10-K for the year ended Ddwm31, 2002 (File No. 001-03040) filed with thec@dties and
Exchange Commission on January 13, 20

4.1 Indenture, dated as of April 15, 1990, by and betw&he Mountain States Telephone and Telegraph @aynfzurrently
named Qwest Corporation) and The First NationalkBzrChicago (incorporated by reference to Exhba of Qwest
Corporation's Annual Report on Form 10-K for tharyended December 31, 2002 (File No. 001-0304€&Y filith the
Securities and Exchange Commission on JanuaryQDB})z

a. First Supplemental Indenture, dated as of Aprill991, by and between U S WEST Communications, Inc.
(currently named Qwest Corporation) and The Firgidthal Bank of Chicago (incorporated by referetice
Exhibit 4.3 of Qwest Corporation's Annual Reportrmrm 10-K for the year ended December 31, 2002 (Fi
No. 003-03040) filed with the Securities and Exchange Cossion on January 13, 200

4.z Indenture, dated as of April 15, 1990, by and betwidorthwestern Bell Telephone Company (predecessQwest
Corporation) and The First National Bank of Chic@igeorporated by reference to Exhibit 4.5(b) oh@eyLink, Inc.'s
Quarterly Report on Form 10-Q for the period enbedich 31, 2012 (File No. 001-07784) filed with tBecurities and
Exchange Commission on May 10, 201

a. Indenture, dated as of October 15, 1999, bybathdeen U S West Communications, Inc. (currentiype Qwest
Corporation) and Bank One Trust Company, N.A.rasté¢e (incorporated by reference to Exhibit 4tpwest
Corporation's Annual Report on Form 10-K for tharyended December 31, 1999 (File No. 001-0304€& filith the
Securities and Exchange Commission on March 3, 2!

a. First Supplemental Indenture, dated as of Augus2@04, by and between Qwest Corporation and UaBkB
National Association (incorporated by referenc&xbibit 4.22 of Qwest Communications Internatiolmal.'s
Quarterly Report on Form 10-Q for the period enSletember 30, 2004 (File No. 001-15577) filed it
Securities and Exchange Commission on Novembed®4)2

b. Third Supplemental Indenture, dated as of Jun@Qad5, by and between Qwest Corporation and U.SkBan
National Association (incorporated by referenc&xbibit 4.2 of Qwest Corporation's Current Repartrorm &
K (File No. 00:-03040) filed with the Securities and Exchange Cossion on June 23, 200!

c. Fourth Supplemental Indenture, dated as of Augug086, by and between Qwest Corporation and UaBkB
National Association (incorporated by referenc&xbibit 4.1 of Qwest Corporation's Current Repartrmrm &
K (File No. 00-03040) filed with the Securities and Exchange Cossion on August 8, 200€

1 Certain of the items in Sections 4.1 through 4.31iit supplemental indentures or other instrumgnteerning debt that has been retired, or (ii)r&ddrustees
who may have been replaced, acquired or affectesinbjar changes. In accordance with Item 601(bYi{# (A) of Regulation S-K, copies of certain
instruments defining the rights of holders of dertaf our long-term debt are not filed herewithr&uant to this registration, we hereby agree toitwra copy
of any such instrument to the SEC upon reqt
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Exhibit
Number

Description

4.4

12*

23*

31.1*

31.2*

32*

101*

d. Fifth Supplemental Indenture, dated as of M@, 2007, by and between Qwest Corporation ai$d Bank National
Association (incorporated by reference to Exhibit & Qwest Corporation's Current Report on Fork @ile
No. 002-03040) filed with the Securities and Exchange Cossion on May 18, 2007

e. Sixth Supplemental Indenture, dated as of AprilZ()9, by and between Qwest Corporation and U.8kBa
National Association (incorporated by referenc&xbibit 4.1 of Qwest Corporation's Current Repaortrorm K
(File No. 00:-03040) filed with the Securities and Exchange Cossioh on April 13, 2009

f.  Seventh Supplemental Indenture, dated as of Jup@18, by and between Qwest Corporation and U.8kBa
National Association (incorporated by referenc&xbibit 4.8 of Qwest Corporation's Forr-A (File No. 001-
03040) filed with the Securities and Exchange Cossion on June 7, 201:

g. Eighth Supplemental Indenture, dated as of Septe@he2011, by and between Qwest Corporation asd Bank
National Association (incorporated by referenc&xbibit 4.9 of Qwest Corporation's Forr-A (File No. 001-
03040) filed with the Securities and Exchange Cossinh on September 20, 201

h. Ninth Supplemental Indenture, dated as of Octob2041, by and between Qwest Corporation and UaBk
National Association (incorporated by referenc&xbibit 4.1 of Qwest Corporation's Current Repaortrorm &K
(File No. 00:-03040) filed with the Securities and Exchange Cossinh on October 4, 201:

i.  Tenth Supplemental Indenture, dated as of Api#(®2, by and between Qwest Corporation and U.Sk Beational
Association (incorporated by reference to QwespGation's Form 8-A (File No. 001-03040) filed witre
Securities and Exchange Commission on March 3@)2

j.  Eleventh Supplemental Indenture, dated as of JGn2@ 2, by and between Qwest Corporation and Bask
National Association (incorporated by referenc@test Corporation's Forn-A (File No. 001-03040) filed with
the Securities and Exchange Commission on Jun2(42).

Revolving Promissory Note, dated as of April 18120pursuant to which Qwest Corporation may borfimm an
affiliate of CenturyLink, Inc. up to $1.0 billionnca revolving basis (incorporated by referencexbiltit 4.7(b) of
CenturyLink, Inc.'s Quarterly Report on Form 106 the period ended June 30, 2012 (File No 00184) filed with the
Securities and Exchange Commission on August 22

Calculation of Ratio of Earnings to Fixed Char
Independent Registered Public Accounting Firm Cot

Certification of the Chief Executive Officer of QernyLink, Inc. pursuant to Section 302 of the SadmOxley Act of
2002.

Certification of the Chief Financial Officer of CemyLink, Inc. pursuant to Section 302 of the SadmOxley Act of
2002.

Certification of the Chief Executive Officer andi€hFinancial Officer of CenturyLink, Inc. pursuaet Section 906 of
the Sarban«Oxley Act of 2002

Financial statements from the Annual Report on Fd@aK of Qwest Corporation for the period ended &gber 31,
2012, formatted in XBRL: (i) the Consolidated Staéaits of Operations, (ii) the Consolidated Statemeh

Comprehensive Income, (iii) the Consolidated BatdaBbeets, (iv) the Consolidated Statements of Ekstrs, (v) the
Consolidated Statements of Stockholder's Equityi¢ileand (vi) the Notes to the Consolidated FiciahStatements

* Exhibit filed herewith.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report t
signed on its behalf by the undersigned, theredatp authorized on March 12, 2013.

QWEST CORPORATION

By: /s DAVID D. COLE

David D. Cole

Senior Vice President—Controller and Operations
Support

(Chief Accounting Officer and Duly Authorized
Officer)

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beeresidoelow by the following persons on bel
of the registrant and in the capacities and ordte indicated.

Signature Title.
/s/ GLEN F. POST, Il Chief Executive Officer and President
Glen F. Post, Il (Principal Executive Officer)
/sl R. STEWART EWING, JR. Director, Executive Vice President and Chief Finah©fficer
R. Stewart Ewing, Ji (Principal Financial Officer
/sl STACEY W. GOFF
Director

Stacey W. Gof
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QWEST CORPORATION

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES
(UNAUDITED)

Successo Predecessol
Three
Nine Months Months
Year Ended Ended Ended
December 31 December 31 March 31, Years Ended December 31
2012 2011 2011 2010 2009 2008

Income
before
income
tax
expense $ 1,391 $ 892 49C 1,87: 1,921 2,267
Add:
estimated
fixed
charges 513 34z 171 68¢ 70& 671
Add:
estimatec
amortizat
of
capitalize
interest 9 7 2 1C 11 12
Less:
interest
capitalizet (18 (5) ©)] (12 (20 (149
Total
earnings
available
for fixed
charges $ 1,89¢ $ 1,237 66C 2,56( 2,627 2,93¢

Estimate of
interest
factor on
rentals $ 28 $ 38 18 62 63 68

Interest
expense,
including
amortizat
of
premiums
discounts
and debt
issuance
costs 467 29¢ 15C 61E 632 58¢

Interest
capitalizet 18 5 3 12 10 14

Total fixed
charges $ 51z $ 34z 171 68¢ 70E 671

Ratio of
earnings
to fixed
charges 3.7 3.6 3.¢ 3.7 3.7 4.4

Exhibit 12
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EXHIBIT 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
Qwest Corporation:

We consent to the incorporation by refeecincthe Registration Statement (No. 333-179888Famm S-3 of Qwest Corporation of our
report dated March 12, 2013, with respect to thesobidated balance sheets of Qwest Corporationegehber 31, 2012 and 2011 (Successor
dates), and the related consolidated statememisavations, comprehensive income, cash flows, toukisolder's equity (deficit) for the year
ended December 31, 2012, the period from AprildiL12to December 31, 2011 (Successor periods),randJanuary 1, 2011 to March 31,
2011 and the year ended December 31, 2010 (Presteqeeriods), which report appears in the DecerBbeP012 annual report on Form 10-
K of Qwest Corporation.

Our report refers to the acquisition ofadlthe outstanding stock of Qwest Corporationdract parent, Qwest Communications
International, Inc., by CenturyLink, Inc. effecti¥gril 1, 2011, and states that the consolidatedrftial information of Qwest Corporation
after the acquisition is stated on a different dzstis than for the periods before the acquistioth, therefore, is not comparable.

/sl KPMG LLP

Shreveport, Louisiana
March 12, 2013
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Exhibit 31.1
CERTIFICATION
I, Glen F. Post, lll, certify that:
1. | have reviewed this annual report on Form 10-KQufest Corporation;
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

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

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

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) designed such internal control over financial répgr 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 atmuoce with generally accepted accounting princjples

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

d) disclosed in this report any change in the regi$santernal control over financial reporting tleaturred during the registrar
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

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

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

b) any fraud, whether or not material, that ineslynanagement or other employees who have a signiifiole in the registrant's
internal control over financial reporting.

Date: March 12, 201 /s/ Glen F. Post, Il

Glen F. Post, Il

Chief Executive Officer and Preside
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Exhibit 31.2
CERTIFICATION
I, R. Stewart Ewing, Jr., certify that:
1. | have reviewed this annual report on Form 10-KQufest Corporation;
2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact necessary to

make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

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

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

a) designed such disclosure controls and procedareaused such disclosure controls and procedaoee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b) designed such internal control over financial répgr 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 atmuoce with generally accepted accounting princjples

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

d) disclosed in this report any change in the regi$santernal control over financial reporting tleaturred during the registrar
most recent fiscal quarter (the registrant's fofigttal quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

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

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

b) any fraud, whether or not material, that ineslynanagement or other employees who have a signiifiole in the registrant's
internal control over financial reporting.

Date: March 12, 201 /sl R. Stewart Ewing, J

R. Stewart Ewing, J

Executive Vice President and
Chief Financial Office
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Exhibit 32

CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER CERTIFICATION

Each of the undersigned, acting in his capas the Chief Executive Officer or Chief Finai®fficer of Qwest Corporation ("Qwest"),
certifies that, to his knowledge, the Annual Remort~orm 10-K for the year ended December 31, 201Qwest fully complies with the
requirements of Section 13(a) of the SecuritieshBrge Act of 1934 and that the information contdiimethe Form 1K fairly presents, in a
material respects, the financial condition and ltesaf operations of Qwest as of the dates andh@iperiods covered by such report.

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

Dated: March 12, 201 By: /s/ Glen F. Post, Il

Glen F. Post, I
Chief Executive Officer and Preside

Dated: March 12, 201 By: /s/R. Stewart Ewing, J

R. Stewart Ewing, Ji

Executive Vice President and
Chief Financial Officel
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