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IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROX Y MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 18 , 2011

This proxy statement and related materials are
available at www.envisionreports.com/ctl

All references in this proxy statement or relateaterials to “we, “us,” “our” or “CenturyLink” refer to CenturyLink, Inc. In addition,
each reference to (i) our “executives” or “execwgiofficers” refers to our eight executive officéisted in the tables beginning on page 6 of
this proxy statement, (ii) “meeting” refers to tB811 annual meeting of our shareholders describetthér herein, (iii) “named officers” or
“named executive officers” refers to the six exaaubfficers listed in the Summary Compensationélappearing on page 68 of this proxy
statement (iv) “Embarq” refers to Embarq Corporatiovhich we acquired on July 1, 2009, (v) “Qwestfars to Qwest Communications
International Inc., which we acquired on April Q21, and (vi*SEC” refers to the U.S. Securities and Exchangen@uossion. Unless
otherwise provided, all information is presentedbashe date of this proxy statement.
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TIME AND DATE

PLACE

ITEMS OF BUSINESS

RECORD DATE

PROXY VOTING

April 4, 2011

CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

Notice of Annual Meeting of Shareholders

10:00 a.m. local time on Wednesday, May 18, 2
Corporate Conference Room
CenturyLink Headquarters
100 CenturyLink Drive
Monroe, Louisiani
(1) Elect as Class Il directors the five nomineasad in the accompanying proxy staten
(2) Ratify the appointment of KPMG LLP as our indagdent auditor for 201
(3) Approve our 2011 Equity Incentive Pl
(4) Consider nc-binding advisory votes regardin
(a) our executive compensat
(b) the frequency of our executive compeosatiotes
(5) Act upon two separate shareholder proposgisoiberly presented at the meet
(6) Transact such other business as may propemnhe dzefore the meeting and any adjournm
You can vote if you were a shareholder of record/anch 21, 2011
Shareholders are invited to attend the meetingisgn. Even if you expect to attend, it is impar
that you vote by telephone or the Internet, or taypleting and returning a proxy or voting

instruction card

Stacey W. Go
Secretar




TABLE OF CONTENTS

GENERAL INFORMATION
ELECTION OF DIRECTORS
CORPORATE GOVERNANCE
Governance Guideline
Independenc
Committees of the Boal
Director Nomination Proces
Compensation Setting Proce
Risk Oversigh
Top Leadership Positions and Struct
Waivers of Governance Requireme
Access to Informatio
RATIFICATION OF THE SELECTION OF THE INDEPENDENT ADITOR
AUDIT COMMITTEE REPORT
PROPOSAL TO APPROVE THE CENTURYLINK 2011 EQUITY INEDITIVE PLAN
ADVISORY VOTES ON EXECUTIVE COMPENSATION AND THE ARQUENCY OF SUCH VOTE!
SHAREHOLDER PROPOSAL:
OWNERSHIP OF OUR SECURITIE
Principal Shareholde!
Executive Officers and Directo
COMPENSATION DISCUSSION AND ANALYSI¢
Introduction
Recent Compensation Decisic
Recent Changes in Compensation Prac
General Compensation Philosorf.
Pay for Performanc
Use of Market Pay Dat
Elements of Compensati
Salary
Annual Incentive Bonuse
Long-Term Equity Incentive Compensati
Retention Grant
Other Benefite
Our Compensation Decisi-Making Proces
Discontinuance of Supplemental Executive Retirenidai
Forfeiture of Prior Compensatic
Stock Ownership Guideline
Use of Employment Agreemer
Tax Gros-ups
Anti-Hedging Policy
Other Compensation Matte
COMPENSATION COMMITTEE REPOR
EXECUTIVE COMPENSATION
Overview
Incentive Compensation and Other Awa
Pension Benefit
Deferred Compensatic
Potential Termination Paymer
DIRECTOR COMPENSATION
PERFORMANCE GRAP}
TRANSACTIONS WITH RELATED PARTIES
Recent Transactior
Review Procedure
SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE
OTHER MATTERS
Conduct of the Meetin
Shareholder Nominations and Propo:
Annual Financial Repo

Appendix A— Annual Financial Repo
Appendix B— CenturyLink 2011 Equity Incentive Pl:

Page

16
16
18
19
20
22
22
22
23
23
24
25
26
37
39
44
44
45
46
46
47
47
48
49
50
50
51
52
54
56
56
60
64
65
65
66

66
66
67
67
67
70
74
78
79
84
87
88
88
88
88
88
88
88
89

(SR






Table of Contents

CenturyLink, Inc.
100 CenturyLink Drive
Monroe, Louisiana 71203

PROXY STATEMENT
April 4, 2011

GENERAL INFORMATION
Why am | receiving these proxy materials?

Our Board of Directors is soliciting your pgoto vote at our 2011 annual meeting of sharehsltecause you owned shares of our sto
the close of business on March 21, 2011, the redate for the meeting, and are entitled to vots¢hghares at the meeting. Our proxy
materials are being made available to you on ttexriet beginning on or about April 6, 2011. Thiexyr statement summarizes information
regarding matters to be considered at the meefiog.do not need to attend the meeting to vote gbares.

Will I receive a full paper set of proxy materials?

Most shareholders will receive only a writtestice of how to access our proxy materials, arltinet receive printed copies of the proxy
materials unless requested. If you would like tweree a paper copy of our proxy materials, you shéallow the instructions for requesting
the materials in the notice.

What do our materials include?
The full set of our materials include:
. the notice and proxy statement for the meet
. proxy or voting instruction cards, a

. our 2010 annual report furnished in the followtag parts: (1) our 2010 Financial Report, whiclhstitutesAppendix Ao this
proxy statement, and (2) our 2010 Review and ’'s Message, prepared as a separate bo

Our 2010 annual report is not a part of our praxdjcting materials.
When and where will the meeting be held?

The meeting will be held at 10:00 a.m. lodalet on Wednesday, May 18, 2011, in the corporatdecence room at our corporate
headquarters, 100 CenturyLink Drive, Monroe,
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Louisiana. If you would like directions to the miegt please see our website, http://ir.centurytiok.

On what matters will | vote at the meeting?
Shareholders will vote on the following iteatshe meeting:
. the election of the five Class Il director nomineasned in this proxy statement (Item
. the ratification of the appointment of KPMG LLP @& independent auditor for 2011 (Item
. the approval of our 2011 Equity Incentive Plan, ehihive refer to below as tI“Incentive Pla” (Iltem 3);
. the consideration of advisory votes regard

- our executive compensation (Iltem 4(
- the frequency of our advisory executive compensatites (Iltem 4(b)

. the two shareholder proposals described in thigypstatement if each is properly presented at teetimg (Items 5(a) and 5(b)); €
. any other matters properly brought before the mge

What are the Board’s voting recommendations?
The Board recommends that you vote your shares

. “FOR” each of the Class Il director nominees, the ratifom of KPMG LLP as our independent auditor fol 20the approval of
the Incentive Plan, and the advisory approval efexecutive compensation (Items 1 through 4i

. “ 1 YEAR " regarding the frequency of our advisory votes oscekive compensation (Item 4(b)); e
. “ AGAINST ” both shareholder proposals (Items 5(a) and 5
How many votes may | cast?

You may cast one vote for every share of ammon stock or Series L preferred stock that yonexhon the record date. Our common
stock and Series L preferred stock vote togetharsisgle class on all matters. In this proxy steet, we refer to these shares as our
“Common Shares” and “Preferred Shares,” respegtiald as our “Voting Shares,” collectively.

How many votes can be cast by all shareholders?

As of the record date, we had 305,775,354 Com8hares and 9,434 Preferred Shares outstandlinfjwdich were entitled to one vote
per share.
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How many shares must be present to hold the meetifig

Our bylaws provide that the presence at thetimg, in person or by proxy, of a majority of thatstanding Voting Shares constitutes a
guorum to organize the meeting.

What is the difference between holding shares asshareholder of record and as a beneficial owner?

If shares are registered in your name withtransfer agent, Computershare Investor Servide€L,.(i) you are the “shareholder of
record” with respect to those shares and (ii) yay whirectly vote these shares, together with amyeshcredited to your account if you are a
participant in our automatic dividend reinvestmamd stock purchase service or our employee stogihpse plans.

If your shares are held on your behalf inaglstorokerage account or by a bank or other nomiyme are the “beneficial owner” of shares
held in “street name We have requested that our proxy materials be ragdiable to you by your broker, bank or nomine®wgconsidere
the shareholder of record with respect to thoseesha

If | am a shareholder of record, how do | vote?
If you are a shareholder of record, you matg o person at the meeting or by proxy in anyheffollowing three ways:
. call 1-80C-652-8683 and follow the instructions provide

. log on to the Internet isvww.envisionreports.com/cand follow the instructions at that site;

. request a paper copy of our proxy materials folldwing receipt thereof, mark, sign and date yptoxy card and return it to
Computershare

Please note that you may not vote by teleploortiee Internet after 1:00 a.m. Central Time oryM8§, 2011. You may revoke or change
your proxy at any time before it is voted at thestiveg by giving a written revocation notice to @acretary, by delivering timely a pro
bearing a later date or by voting in person antleeting.

If  am a beneficial owner of shares held in streehame, how do | vote?

As the beneficial owner, you have the righintsiruct your broker, bank or nominee how to waiar shares by using any voting instruct
card supplied by them or by following their instiioas for voting by telephone, the Internet, opérson.

If | am a benefit plan participant, how do | vote?

If you beneficially own any of our Common Sésiby virtue of participating in any retirementrplef CenturyLink or Embarqg, then you
will receive separate voting instruction cards tivéitenable you to direct the voting of these &saMhese voting instruction cards entitle y
on a confidential basis, to instruct the trustems to vote the shares allocated to your plan adc@ome of the cards will similarly entitle y
to direct the voting of a proportionate number lafnpshares for which properly executed instructiargsnot timely

3
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received and some will require you to act in yoapacity as a “named fiduciary,” which requires yowxercise your voting rights prudently
and in the interest of all plan participants. Ranticipants who wish to vote should complete atdrn voting instruction cards in the manner
provided by such cards. If you elect not to voeghares allocated to your accounts, your shalebawoted in the manner specified in the
voting instruction cards. Plan participants thatiwio revoke their voting instructions must conthettrustee and follow its procedures.

What vote is required to elect a director at the meting?

Our bylaws provide that each of the five dioes nominated to serve as Class Il directorslvélklected if the number of votes cast in fi
of the director exceeds the number of votes witthmath respect to the director. You may vote “fail director nominees or withhold your
vote for any one or more of the director nomindfeany of the five directors fails to receive a widty of the votes cast at the meeting, our
bylaws will require such director to tender hisher resignation to the Board for its consideration.

What vote is required to adopt the other proposalsit the meeting?

The affirmative vote of the holders of a m#joof the votes cast is required to approve treeitive Plan, and the affirmative vote of the
holders of a majority of the Voting Shares presenuerson or represented by proxy and entitlecbte at the meeting is required to approve
each of the other items submitted to a vote.

If | “abstain” from voting, what effect will that h ave on the meeting?

Shares as to which the proxy holders have bestructed to abstain from voting with respecaiy particular matter will be treated under
the Company’s bylaws as not being cast, presergpresented for purposes of such vote. Becauseadtiérs must be approved by a specified
percentage of votes cast or Voting Shares preserpeesented at the meeting, abstentions wilaffect the outcome of any such vote.
Shareholders abstaining from voting will, howe®¥,counted as present for purposes of constitatipggorum to organize the meeting.

Can my shares be voted if | do not return the proxycard and do not attend the meeting in person?

Under the rules of the New York Stock Excharmekers who hold shares in street name for custemmay vote in their discretion on
matters considered to be “routine” when they hasteréceived voting instructions from beneficial @ Under these rules, brokers who do
not receive such instructions will be entitled tevin their discretion at the meeting with respedhe ratification of the appointment of the
independent auditor, but will not be entitled tdevin their discretion with respect to the anyha bther matters submitted to a vote. If bro
who do not receive voting instructions do not, anmot, exercise discretionary voting power (a “lerokon-vote”) with respect to any matter
to be considered at the meeting, shares that aneoted will be treated as present for purposesaktituting a quorum to organize the
meeting but not present or cast with respect tsidening such matter. Because all matters musppeoged by a specified percentage of the
votes cast or Voting Shares present or represextide meeting, broker non-votes with respect és¢hmatters will not affect the outcome of
the voting.
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What if I do not vote for a proposal on the proxy ard | return?

If you properly execute and return a proxyating instruction card, your shares will be vosedyou specify. If you are a shareholder of
record and make no specifications on your validlyrsitted proxy card, your shares will be voted aggihe shareholder proposals, in favor
of annual advisory votes on executive compensa#iond,in favor of all other items.

If you are a beneficial owner of shares anaalibgive voting instructions to your broker, basknominee, they will be entitled to vote y
shares only to the extent specified in responsegdmmediately preceding question.

Who pays for soliciting proxies?

We will pay all expenses of soliciting proxies the meeting. Proxies may be solicited perdgnby mail, by telephone or by facsimile by
our directors, officers and employees, who will hetadditionally compensated therefor. We will alsguest persons holding Voting Shares
in their names for others, such as brokers, ban#tther nominees, to forward materials to thdimgypals and request authority for the
execution of proxies, and we will reimburse themtfeir expenses incurred in connection therewitle. have retained Innisfree M&A
Incorporated, New York, New York, to assist in #udicitation of proxies, for which we will pay Irsfree fees anticipated to be $15,000 and
will reimburse Innisfree for certain of its out-pécket expenses.

Do | need identification to attend the meeting in prson?

Yes. Please bring proper identification, thgetwith the notice of Internet availability mailealyou, which will serve as your admission
ticket. If your shares are held in street nameggsebring acceptable proof of ownership, suchladex from your broker or an account
statement stating or showing that you beneficialned Voting Shares on the record date.

Could other matters be considered and voted upon @he meeting?

Management has not timely received any ndkiaea shareholder desires to present any mattacfmn at the meeting in accordance with
our bylaws (which are described in “Other MattersShareholder Nominations and Proposatgier than the shareholder proposals desc
in this proxy statement, and is otherwise unawéang matter to be considered by shareholderseatbeting other than those matters
specified in the accompanying notice of the meetigr proxy and voting instruction cards, howewell, confer discretionary voting
authority with respect to any other matter that meyperly come before the meeting. It is the iritanbf the persons named therein to vote in
accordance with their best judgment on any suchemat

What happens if the meeting is postponed or adjoured?

Your proxy will still be valid and may be votat the postponed or adjourned meeting. You wWilllse able to change or revoke your pri
until it is voted.
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ELECTION OF DIRECTORS
(Item 1 on Proxy or Voting Instruction Card)

The Board of Directors is fixed at 16 membaerisich are divided under our articles of incorpmmatinto three classes. Members of the
respective classes hold office for staggered tefitisree years, with one class elected at eachashareholders’ meeting. The shareholders
will elect five Class Il directors at the meetidgting upon the recommendation of its Nominating &orporate Governance Committee, the
Board of Directors has nominated the five individuested below to serve as Class Il directors.

Unless authority is withheld, all votes attidble to the shares represented by each duly esceand delivered proxy will be cast for the
election of each of these below-named nomineesetodr bylaw nominating procedures, these nomiaeshe only individuals who may
be elected at the meeting. For additional infororatin our nomination process, see “Corporate Gevear Director Nomination Process.”
If for any reason any such nominee should decliteecome unable to stand for election as a dirgatbich we do not anticipate, votes will
be cast instead for another candidate designatélgeboard, without resoliciting proxies.

As discussed further under “General Informatie What vote is required to elect a director atrteeting?”, each of the five nominees
must receive a majority of the votes cast to betetbat the meeting.

The following tables provide certain infornmatiwith respect to each nominee, each other diredtose term will continue after the
meeting, and our executive officers. As discussethér elsewhere herein, four of our below-listé@ctors formerly served as directors of
Embarg and four of our other below-listed directiorsnerly served as directors of Qwest, in eacle gamr to our acquisitions of those
companies.

Class Il Directors (for term expiring in 2014):

Virginia Boulet , age 57; a director since 1995; Special Couns&tiatns and Reese LLP, a law firm, since March 2@@2r to then,
practiced as a corporate and securities attormelytielps Dunbar, L.L.P. from March 1992 to Marcl®2@nd Jones, Walker, Waechter,
Poitevent, Carrére & Denégre L.L.P. from May 1983Aarch 1992; currently a director of W&T Offshoteg.

Key Qualifications, Experiences and Ski

» Legal experience representing telecommunicationgpeamies

 Director of another public-held compan
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Peter C. Browr, age 52; a director since July 1, 2009; ChairnfaBrassmere Partners, LLC, a private investment,fgince July 2009; held
several executive level positions, including Chamof the Board, President and Chief Executived@ffiand Chief Financial Officer, with
AMC Entertainment Inc., a theatrical exhibition quemy, from 1991 until his retirement in Februar@20founded Entertainment Properties
Trust, a NYSHlsted real estate investment trust, in 1997 amdeskas its Chairman of the Board of Trustees @0@3; currently a director
Entertainment Properties Trust and Cinedigm Diglimema Corporation; formerly a director of Natib@neMedia, Inc. and Midway
Games, Inc. within the past five years and a darect Embarq prior to July 1, 2009.

Key Qualifications, Experiences and Ski
» Experience as a former chief executive of a pu-held compan

» Qualifies as ar*audit committee financial exp”

» Director of other publicl-held companie

Richard A. Gephard, age 70; a director since July 1, 2009; PresidadtChief Executive Officer of Gephardt Group, dtrdisciplined
consulting firm, since January 2005; consultarBaddman Sachs & Co. since January 2005; stratelyisar in the government affairs
practice group of DLA Piper between June 2005 aadeinber 2009; senior advisor to FTI Consulting ketwJanuary 2007 and December
2009; member of the U.S. House of Representatioes 1976 to 2005, representing Missouri’s ThirdtBés and holding key leadership
positions, including House Minority Leader; curigre director of Centene Corporation, Ford Motom@any, Spirit Aerosystems Holdings,
Inc. and United States Steel Corporation and afttireof Embarq prior to July 1, 2009.

Key Qualifications, Experiences and Ski
» Government and labor relations exper

» Director of other publicl-held companie

Py N

Gregory J. McCray, age 48; a director since 2005; Chairman and @&xetutive Officer of Antenova Limited, a Britisbrmpany which
develops and markets wireless components, sina@afdaf003; Chairman and Chief Executive OfficePgdfingHot Networks, a wireless
start-up, from November 2000 to November 2002; @eviice President, Customer Operations, at Lucechfiologies from June 1997 to
October 2000; Sales Vice
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President, U.S. Eastern Region, at Lucent Techieddgom January 1994 to May 1997; held engineepngduct management and other
managerial roles at AT&T and IBM from May 1984 ted@mber 1993.

Key Qualifications, Experiences and Ski

» Executive experience in the communications andneiclyy industrie:

» Experience as a chief executive of priva-held companie

» Engineering expertis

 International business experier

Michael J. Roberts, age 60; a former Qwest director added to our @oarApril 1, 2011; Chief Executive Officer and faler of Westside
Holdings LLC, a marketing and brand developmentgany; served as President and Chief Operating @f6EMcDonald’s Corporation, a
foodservice retailer, from 2004 to 2006; serve@hief Executive Officer of McDonald’s USA during @0 and as President of McDonald’s
USA from 2001 to 2004; currently a director of W.@kainger, Inc. and Standard Parking Corporation.

Key Qualifications, Experiences and Ski

» Experience as a chief execut

» Marketing and branding experti

» Director of other publicl-held companie

» Qualifies as ar*audit committee financial exp”

The Board unanimously recommends a vote FOR eaclh&se nominees.

Class Il Directors (term expires in 2012):

Charles L. Biggs age 70; a former Qwest director added to our @oarApril 1, 2011; management consultant with Dedak Touche, a
professional services firm that provides assuramckeadvisory, tax and management consulting sexyvicem 1968 until his retirement in
2002; held various management positions at Del&iff@uche, including National Director of Strate§grvices for Deloitte’s strategy arm
and Chairman of Deloitte/Holt Value Associates;rently a director of Standard Parking Corporation.

Key Qualifications, Experiences and Ski

+ Strategy and management process expe

» Financial and accounting experier




Table of Contents

 Director of another public-held compan

» Qualifies as ar*audit committee financial exp

Fred R. Nichols, age 64; has served as a director since 2008ddtiom Cox Communications, Inc. in February 200B8ere he served as
Executive Vice President of Operations since Aug@89; held various executive positions at TCA @abV, Inc. (which was publiclyradec
between 1982 and its sale to Cox in 1999) from 188D99, most notably serving as Chairman, Presidied Chief Executive Officer from
1997 to 1999 and President and Chief Operatingc&ffrom 1989 to 1997; also served on the execlibards of (i) the National Cable
Television Association and the Cable TelecommuiooatAssociation, both cable industry trade assiotis, (ii) Telesynergy, a cable
television programming consortium, and (iii) C-SPAd\cable television network; prior to joining T@A1980, worked as a commercial
banker for nine years and as a certified publi@antant with Peat, Marwick & Mitchell for three ysa

Key Qualifications, Experiences and Ski
» Executive experience in the communications indtL

» Experience as a former chief executive of a pu-held compan

» Former experience as a certified public accourdadtcommercial banki

Harvey P. Perry, age 66; a director since 1990; nexecutive Vice Chairman of the Board of Directof€enturyLink since January 1, 20(
retired from CenturyLink in December 2003; joineen@uryLink in 1984, serving as Secretary and Gér@pansel for approximately

20 years and Executive Vice President and Chief iAthtnative Officer for almost five years; prior then, worked as an attorney in private
practice for 15 years.

Key Qualifications, Experiences and Ski

» Prior executive experience with, and historical\tezige of, our compar

* Legal experience representing telecommunicationspemies
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Laurie A. Siegel, age 55; a director since July 1, 2009; Senioe\Reesident of Human Resources and Internal Conmuations for Tyco
International Ltd., a diversified manufacturing aseivice company, since January 2003; held vaposgions with Honeywell International
Inc. from September 1994 to December 2002, inclydfite President of Human Resources — Specialtyelis; prior to then, was director
of global compensation at Avon Products and a ppalof Strategic Compensation Associates; a direzt Embarq prior to July 1, 2009.

Key Qualifications, Experiences and Ski

» Executive experience with a mi-national compan

» Human relations and executive compensation exps

James A. Unruh, age 70; a former Qwest director added to our @oarApril 1, 2011; Principal of Alerion Capital @Grp, a merchant
banking organization focused on private equitycsih998; held various positions with Unisys Corgioraand its predecessors, including
Chairman, President and Chief Executive Officeoptd then; currently a director of CSG Systemenmational, Inc., Prudential Financial,
Inc. and Tenet Healthcare Corporation.

Key Qualifications, Experiences and Ski

» Experience as a chief executive of a pub-held compan

* Management advisory experier

» Financial and accounting experience, includingiseras chief financial officer of public compan

 Director of other publicl-held companies, including prior service on the Hasra telecommunications comps

2

Joseph R. Zimme] age 57; a director since 2003; a business aaddial consultant since November 2002; Advisoryeblior of the Goldme
Sachs Group from December 2001 to November 2002afiag Director of the Communications, Media & Etdeament Group for the
Americas in the investment banking division of Go#th, Sachs & Co. from 1999 to 2001, after actinlylaraging Director and a co-head of
the group from 1992 to 1999; Managing Directortia tnergers and acquisitions department of Gold®achs & Co. from 1988 to 1992;
currently a director of FactSet Research Systemsalnd formerly a director of Digitas Inc. withimet past five years.

10
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Key Qualifications, Experiences and Ski

» Advisory experience in the communications indu
* Investment banking experti:

» Qualifies as ar*audit committee financial exp”

» Director of other publicl-owned companie

Class | Directors (term expires in 2013):

W. Bruce Hanks, age 56; a director since 1992; a consultant @ittham, Bordelon and Co., Inc., an investment mamagt and financial
planning company, since December 1, 2005; AthBitector of the University of Louisiana at Monraeifn March 2001 to June 2004; held
various executive positions at CenturyLink from Agg1980 through March 2001, most notably Chiefr@feg Officer, Senior Vice
President — Corporate Development and StrategyefGmancial Officer, Senior Vice President — Rewes and External Affairs, and
President — Telecommunications Services; workeal @atified public accountant with Peat, MarwickvBichell for three years prior to
then; currently an advisory director of IberiaBabérporation; also served in the past on the exeeltbards of several telecommunications
industry associations and the boards of other plybiwned companies.

Key Qualifications, Experiences and Ski

» Prior executive experience with, and historical\tezige of, our compar

» Former experience as a certified public accour

» Qualifies as ar*audit committee financial exp”

» Prior experience as a director of other pub-owned companie

11
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C. G. Melville, Jr., age 70; a director since 1968; retired in 19%@raferving as President of Melville Equipment,. Jrecfamily-owned
distributor of marine and industrial equipment, fie@arly 30 years; Chief Executive Officer of a fgrowned telephone company for six ye
prior to its sale to CenturyLink in 1968.

Key Qualifications, Experiences and Ski

» Experience owning and managing telecommunicationspanies

» Experience as a former chief executive of fa-owned privatel-held companie

Edward A. Mueller, age 64; a former Qwest director added to our @oarApril 1, 2011; Chairman and Chief Executivdicair of Qwest
between August 2007 and April 1, 2011; Chief ExaeuOfficer of Williams-Sonoma, Inc., a specialgtailer of home furnishings, from
2003 until July 2006, and a director of Williamsr®ma from 1999 until May 2007; prior to then, heldariety of executive level positions
with several telecommunications companies, inclgdimeritech, SBC International Operations, Pad¥&l and Southwest Bell Telephone;
currently a director of The Clorox Company and MsEen Corporation; formerly a director of GSC Acdgiga Co., Verisign Inc. and
Williams-Sonoma Inc. within the past five years|dsoa bachelor’'s degree in civil engineering frdra University of Missouri and an
executive masters degree in business administrizttom Washington University.

Key Qualifications, Experiences and Ski

» Executive experience in the telecommunicationsrass

» Experience as the chief executive of Qwest andnangtublich-held compan

» Engineering degre

» Director of other publicl-held companie

12
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William A. Owens, age 70; a director since July 1, 2009; non-exee@hairman of the Board of CenturyLink since JUJ)2009; Managing
Director, Chairman and Chief Executive Officer dEA Investors Asia, a private equity company, siApeil 2006; Vice Chairman, President
and Chief Executive Officer of Nortel Networks Coration, a global supplier of communications equpinfrom 2004 to 2005; Chairman
and Chief Executive Officer of Teledesic LLC, aedlite communications company, from 1998 to 20@3ysd in the U.S. military from 1962
to 1996 holding various key leadership positionsluding Vice Chairman of the Joint Chiefs of Stafirrently a director of Polycom, Inc.,
Wipro Limited, and Intelius Inc.; formerly a directof AEA Investors LLC, Flow Mobile, Unifrax Corpation, Amerilink within the past fiv
years; Chairman of the Board of Embarq prior ty Jul2009.

Key Qualifications, Experiences and Ski

» Executive experience in the communications indt

» Experience as a former chief executive of pub-held companie

» Government relations experti

 International business experier

» Director of other domestic and international pulg-held companie

Glen F. Post, Ill, age 58; a director since 1985; Chief Executiviéc®f of CenturyLink since 1992, and Presidentsidaly 1, 2009 (and
from 1990 to 2002); Chairman of the Board of Ceyitink between June 2002 and June 2009; Vice Chairofithe Board of CenturyLink
between 1993 and 2002; held various other posi@enturyLink between 1976 and 1993; most notabdasurer, Chief Financial Officer
and Chief Operating Officer.

Key Qualifications, Experiences and Ski

» Executive experience in the telecommunicationsrimss

» Experience as our chief execut

» Former experience as a certified public accour
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Executive Officers Who Are Not Directors:

Listed below is information on each of our exttve officers who are not directors. Unless othiee indicated, each person has been
engaged in the principal occupation shown for ntbaa the past five years.

Karen A. Pucket, age 50; Executive Vice President and Chief Opegadfficer since July 2009; President and Chieéfaging Officer from
September 2002 until July 2009.

R. Stewart Ewing, Jr, age 59; Executive Vice President and Chief Firz@fficer.

Stacey W. Gof, age 45; Executive Vice President, General CownsgSecretary since July 1, 2009; Senior Viceitheas General Counsel
and Secretary prior to then.

Dennis G. Huberage 51; Executive Vice President — Network Servgiase July 1, 2009 (excluding the four-month peetween

May 2010 and September 2010); held various exezydsitions at Embarq and its predecessor compfnimslanuary 2003 through July 1,
2009, most notably Chief Technology Officer andiBeNice President, Senior Vice President — Corpof&trategy and Development and
Senior Vice President of Product Development.
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William E. Cheek,age 55; President — Wholesale Operations sincelJl909; President “Wholesale Markets for Embarq from May 2(
until July 2009; served in this role at the lo@étommunications division of Sprint Nextel Corgara from August 2005 until May 2006 a
as Assistant Vice President, Strategic Sales amdu#xd Management, in Sprint Business Solutions fdamuary 2004 until July 2005.

Christopher K. Ancell, age 49; President — Business Markets Group gipei¢ 1, 2011; served as Qwest’s Executive Vicesitent,
Business Markets Group between August 2009 andiMaitc2011; from 2004 to August 2009, served ad/the President of Sales, Western
Region, for Qwest’s Business Markets Group; priothien, held several other management positiorts @itest, including Vice President of
Sales Support for the Business Markets Group and President of Hosting Sales.

David D. Coleage 53; Senior Vice President — Controller and @jp@ns Support; served as Senior Vice Presidentper&ions Support
since 1999, and as Controller since April 1, 2011.
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CORPORATE GOVERNANCE

Governance Guidelines

Our Board has adopted corporate governanaketjues, which it reviews at least annually. Fdoimation on how you can obtain a
complete copy of our guidelines, see Access to Information” below.

Among other things, our corporate governangdaiines provide as follows:

Director Qualifications

The Board of Directors will have a majority oflependent directors. The Nominating and Corporateethance Committee is
responsible for reviewing with the Board, on anuairbasis, the requisite skills and characterisifasew Board members as well
the composition of the Board as a whe

The Board expects directors who change the joksponsibility they held when they were electetheooBoard to volunteer to
resign from the Boar¢

On the terms and subject to the conditions sjgecih our bylaws, directors will be elected by ajamity vote of the shareholders
and any incumbent director failing to receive aarigy of votes cast must promptly tender his or fesignation to the Boar

No director may serve on more than two other uhaiéid public company boards, unless this prolihiis waived by the Boar

No director may be appointed or nominated to a teem if he or she would be age 75 or older atithe bf the election ¢
appointment

Annually, the Board will determine affirmativelyhich of our directors are independent for purpafesomplying with our
corporate governance guidelines and the listingdsteds of the New York Stock Exchange, or NYSE.ikaor will not be
independent for these purposes unless the Bodrthafively determines that the director does nibhes directly or indirectly
through the director’s affiliates or associatesieha material commercial, banking, consulting, legecounting, charitable, familial
or other relationship with the Company or its &fiés, other than as a direct

Director Responsibilities

The Board periodically reviews our Ic-term strategic plans, and annually holds a -day strategic planning sessit

Unless otherwise determined by the Board, wheraaagement director retires or ceases to be areamtiployee for any other
reason, that director will be considered to hagigreed concurrently from the Boal
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Chairman; Lead Outside Director

The Board elects a Chairman from among its mesifidre Chairman may be a director who also hasutivearesponsibilities,
including the CEO (an executive chair), or may he of the Company’s independent directors (a n@ucatkve chair). The Board
believes it is in the best interests of the Compfanyhe Board to remain flexible with respect thether to elect an executive chair
or a nol-executive chair so that the Board may provide émcession planning and respond effectively to charig circumstance

The non-management directors meet in executisgi@e at least quarterly. The lead outside direglieeted by the independent
directors may call additional meetings of the noaragement directors at any time. At all times dyritich the Chairman is a non-
executive chair, all of the functions and respoilités of the lead outside director shall be perfed by the nc-executive chair

CEO Evaluation and Management Succession

The Nominating and Corporate Governance Commitbeelucts an annual review of the CEQ’s performamzkprovides a report
of its findings to the Boarc

The Nominating and Corporate Governance Commitiperts periodically to the Board on successionrptan

Recoupment of Compensation

If the Board or any committee of the Board deiaas that any bonus, incentive payment, commis&quity award or other
compensation awarded to or received by an execatfieer was based on any financial or operatirgyltethat was impacted by the
executive officer's knowing or intentional fraudaoteor illegal conduct, the Board or a Board comestmay recover from the
executive officer the compensation it considersgappate under the circumstanc

Stock Ownership Guidelines

We require our executive officers to beneficiallyn CenturyLink stock equal in market value tocfied multiples of their annual
base salary. All executive officers have three géianm the date they first become subject to aqadar ownership level to attain
that target

We require our outside directors to beneficiallyno@enturyLink stock equal in market value to filrads their annual cash retain
Outside directors have five years from their etator appointment date to attain that tar

For any year during which an executive or diredimes not meet his or her ownership target, tieewtive or director is expected to
hold a specified percentage of the CenturyLinkisthat the executive or director acqui
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through our equity compensation programs, excludhmges sold to pay taxes associated with the sitiquithereof
. The Compensation Committee administers the guidgliand may modify their terms and grant hardskggegtions in its discretio

. See “Compensation Discussion and Analysis — S@wkership Guidelines” for information on the exos ownership multiples
and the holding percentages currently in eff

Standards of Business Conduct and Ethics

. All of our directors, officers and employees egxquired to abide by our long-standing ethics admliance policies and programs,
which include standards of business conc

. Any waiver of our policies, principles or guideds relating to business conduct or ethics for @xee officers or directors may be
made only by the Board or one of its duly authatizemmittees

Other
. Directors have full access to our officers and eygés.

. Like most other NYSE-listed companies, (i) altloé Board’s standing committees are comprisedysoféndependent directors,
(i) we provide orientation for new directors, Jiwe maintain a continuing education program far divectors, and (iv) the Board
and each committee conducts annualreviews.

Independence

Based on the information made available tthé Board of Directors has affirmatively deternairibat each of the directors, with the
exception of Mr. Post, qualifies as an independéeictor under the standards referred to abovendhdeGovernance Guidelineslih making
these determinations, the Board, with assistarmre founsel, evaluated responses to a questiorswinpleted by each director regarding
relationships and possible conflicts of interestit$ review of director independence, the Boanusttered all known commercial, banking,
consulting, legal, accounting, charitable, famibalother relationships any director may have wgh

Some of our directors are employed by oriaféld with companies with which we do busineshimdrdinary course, either as a service
provider, a customer or both. As required undeNNN&SE listing standards and our Corporate Goverad@gidelines, our Board examined
amount spent by us with those companies and by tbesmpanies with us. Because in all cases the anspent fell far below the threshold
established in the NYSE listing standards and inGarporate Governance Guidelines, our Board catedithat the amounts spent did not
create a material relationship with us that wouakgifere with the exercise by any of these directdrhis or her independent judgment. In
addition, we concluded that Edward A.
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Mueller’s service as Chairman and Chief Executific@r of Qwest prior to its acquisition by us opwl 1, 2011 does not impair his
independence as a CenturyLink director.

Committees of the Board
During 2010, the Board of Directors held foegular meetings, eight special meetings, andeetllay strategic planning session.

During 2010, the Boars’/Audit Committee held seven meetings. The Audin@uitee is currently composed of five independeérdgators,
all of whom the Board has determined to be audiiroiitee financial experts, as defined under therfadsecurities laws. The Audit
Committee’s functions are described further belodar “Audit Committee Report.”

The Board’s Compensation Committee met teediauring 2010. The Compensation Committee is otiyreomposed of five directors,
all of whom qualify as “non-employee directors” @ndRule 16b-3 promulgated under the Securities &xgh Act of 1934 and all of whom,
other than Harvey P. Perry, qualify as “outsidediors”under Section 162(m) of the Internal Revenue Cote.Compensation Committes
described further below under “Compensation Disomsand Analysis.”

The Board’s Nominating and Corporate Govergagdemmittee (which we refer to below as the “NortimgaCommittee”) met six times
during 2010. The Nominating Committee is respormsibt, among other things, (i) recommending toBbard nominees to serve as directors
and officers, (ii) monitoring the composition aridesof the Board and its committees, (iii) periadig reassessing our corporate governance
guidelines described above, (iv) leading the Bamiits annual review of the Board’s performance] @n reviewing annually the Chief
Executive Officer’s performance, reporting to theaBd on succession planning for senior executifiees and appointing an interim CEO if
the Board does not make such an appointment withinours of the CEO dying or becoming disabled.iff@mrmation on the director
nomination process, see-“Director Nomination Process” below.

The Board also maintains a Risk Evaluation @attee, which met four times during 2010, describather below under the heading
“ — Risk Oversight.”

Each of the committees listed above is compaeséely of independent directors under the statwleaferred to above under
“ — Governance Guidelines.”

The table below lists the Board’s standing nottees and their membership.

Nominating and

Corporate
Compensatior Governance Risk Evaluation
Audit Committee Committee Committee Committee

Outside Director () Member Member ) Member Member
Charles L. Bigg: v
Virginia Boulet 4 Chair
Peter C. Browr 4 v
W. Bruce Hank: Chair v
Gregory J. McCra: v 4
C. G. Melville, Jr. v Chair
Edward A. Muellel v
Fred R. Nichols v 4
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Nominating and

Corporate
Compensatior Governance Risk Evaluation
Audit Committee Committee Committee Committee
Outside Director () Member Member ) Member Member
William A. Owens 4 4
Harvey P. Perr 4
Michael J. Robert 4
Laurie A. Siege Chair
James A. Unrul v
Joseph R. Zimme v

1) Except as noted below, Glen F. Post, Il doesseote on any board committees. Richard A. Gepluames$ not serve on any board
committees

(@ The Compensation Committee maintains an Incetivards Subcommittee comprised of Ms. Boulet, Michéls, Mr. Owens and
Ms. Siegel.

The Board has also established a Specialngricommittee that has authority to approve the seand offering prices of any securities ¢
pursuant to our outstanding shelf registrationestents. Thisid hoccommittee is comprised of Peter C. Brown, W. Brheaks, Glen F.
Post, 1l and Joseph R. Zimmel.

If you would like additional information onehresponsibilities of the committees listed ab@lease refer to the committees’ respective
charters, which can be obtained in the manner itestbelow under “ Access to Information.”

We expect all of our directors to attend aunwal shareholders’ meetings. Each of our diredtws in office attended the 2010 annual
shareholders’ meeting, other than one former diraghose term expired at the meeting, and two adivectors who were attending a funeral
and graduation ceremony, respectively.

Director Nomination Process

Nominations for the election of directors at annual shareholders’ meetings may be made bBdhed (upon the receipt of
recommendations of the Nominating Committee) oaby shareholder of record who complies with ouatsd. Under our bylaws, any
shareholder of record interested in making a noticinayenerally must deliver written notice to therfpany’s secretary not more than
180 days and not less than 90 days in advancedirtth anniversary of the preceding ysashnual shareholders meeting. For the meetiny
year, the Board has nominated the five nominetsdliasbove unde“Election of Directors” to stand for election asa€$ Il directors, and no
shareholders submitted any nominations. For fuitifermation on deadlines for submitting nominatidar our 2012 annual shareholders

meeting, see “Other Matters Shareholder Nominations and Proposals.”

The written notice required to be sent by aagninating shareholder must include (i) the narge, dusiness address and residential
address of the nominating shareholder and any p#mson acting in concert with such shareholddra (iepresentation that the nominating
shareholder is a record holder of Voting Shared,iatends to make his nomination in person, (iidescription of all agreements among the
nominating shareholder, any person acting in carvegh him, each proposed nominee and any othesgoepursuant to which the
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nomination or nominations are to be made and @ijous biographical information about each propasmdinee, including principal
occupation, holdings of Voting Shares and othesrimfation required to be disclosed in our proxyestegnt. The notice must also be
accompanied by the written consent of each propneednee to serve as a director if elected, andffiohavit certifying that each proposed
nominee meets the qualifications for service spegtih the bylaws and summarized below. We mayirequproposed nominee to furnish
other reasonable information or certifications. i8halders interested in bringing before a sharedreldneeting any matter other than a
director nomination should consult our bylaws fddiéional procedures governing such requests. Wediszegard any nomination or
submission of any other matter that fails to compith these bylaw procedures.

The Nominating Committee will consider candétanominated by shareholders in accordance witlvgaws. Upon receipt of any such
nominations, the Committee will review the submassior compliance with our bylaws, including detéring if the proposed nominee meets
the bylaw qualifications for service as a direcfidrese provisions disqualify any person who failsespond satisfactorily to any inquiry for
information to enable us to make certificationsuieeg by the Federal Communications Commission utideAnti-Drug Abuse Act of 1988,
or who has been arrested or convicted of certadeifpd drug offenses or engaged in actions thaloclead to such an arrest or conviction.

In the past, the Nominating Committee has iclamed director candidates suggested by Commiterabers, other directors, senior
management and shareholders. In connection witdulyrl, 2009 merger with Embarq, we added to aarB seven directors who
previously served as directors of Embarq, four bbm continue to serve. During the several yearsgalieg the merger, the Nominating
Committee retained, on an as-needed basis and akpeanse, national search firms to help identifteptial director candidates, including
three directors added to the Board between 2002868. With respect to this year's meeting, alfhef nominees are incumbent directors
with several years of prior service on our Boarther boards of Embarqg or Qwest. The Nominating Cdatammay retain search firms from
time to time in the future to help identify poteitilirector candidates.

Under our corporate governance guidelinesNiti@inating Committee assesses director candida®sd on their independence, diversity,
character, skills and experience in the contexhefeeds of the Board. Although the guidelinesnitedhe Nominating Committee to adopt
additional selection guidelines or criteria, it ltl®sen not to do so. Instead, the Nominating Cdreenperiodically assesses skills and
characteristics then required by the Board basdtsanembership and needs at the time of the assedsin evaluating the needs of the
Board, the Nominating Committee considers the fjoation of incumbent directors and consults withey members of the Board and senior
management. In addition, the Nominating Commiteseks candidates committed to representing theeisiteof all shareholders and not any
particular constituency. The Nominating Committedidves this flexible approach enables it to resiptonchanges caused by director
retirements and industry developments.

In connection with assessing the needs oBthard, the Committee has sought individuals whasess skill and experience in a diverse
range of fields. The Committee also has soughbaahindividuals from inside and outside of the gommications industry. The table above
listing biographical data about our directors imgs a listing of the key qualifications, experienaad skills that the Committee and Board
reviewed in connection with nominating or re-nontimg them for service on the Board.
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In connection with determining the current gmsition of the Board, the Nominating Committeeeasged the diverse range of skills and
experience of our directors outlined above, couplél the judgment that each has exhibited anckitoeviedge of our operations that each
has acquired in connection with their service anBloard. Although it does not have a formal diwgrgblicy, the Nominating Committee
believes that our directors possess a diverse raingackgrounds, perspectives, skills and expeegnc

Although we do not have a history of receivitigector nominations from shareholders, the NommigaCommittee envisions that it would
evaluate any such candidate on the same termé&i@spybposed nominees, but would place a substanéianium on retaining incumbent
directors who are familiar with our management,rapens, business, industry, strategies and cotngeposition, and who have previously
demonstrated a proven ability to provide valualoletdbutions to the Board and CenturyLink.

Compensation Setting Process

The Compensation Committee hires consultimgdito assist it in setting executive and directimpensation. In late 2010, the Committee
retained Hay Group, following a nationwide searheplace PricewaterhouseCoopers LLC, which adwised€Committee for the previous !
years. For additional information on the processesl by the Committee to set executive compensatidrpayments made to t
Committee’s consultants, see “Compensation Disonsand Analysis.”

Risk Oversight

Our Board oversees our company’s risk managefaaction, which is a coordinated effort among business units, our internal audit
department and our risk management personnel. GardBrovides this oversight primarily throughRisk Evaluation Committee, which is
responsible for assisting management to identifynitor, and manage risks to our business, propeatiel employees. The Risk Evaluation
Committee is also responsible for overseeing duicetand compliance program. In addition to recgjwieports from the Risk Evaluation
Committee, the Board monitors risk in connectiothvaverseeing our corporate strategies and opesa#ind by receiving reports from the
other committees of the Board, particularly the A@bmmittee with respect to financial, tax andaatting risks and the Compensation
Committee with respect to compensation risks. Fdisaussion of the Compensation Committee’s risMyais, see “Compensation
Discussion and Analysis — Our Compensation Decitilaking Process — Risk Assessment.”

Top Leadership Positions and Structure

Admiral William A. Owens serves as our Chaimaad lead outside director. As explained furthepor website, you may contact Adm.
Owens by writing a letter to the Chairman and L@adside Director, c/o Post Office Box 5061, Monrbeuisiana 71211 or by sending an
email to_boardinquiries@centurylink.cams indicated above, the non-management direcheet in executive session at least quarterly.

Adm. Owens was appointed as our Chairman eadl dutside director on July 1, 2009, as requiretbuour October 26, 2008 merger
agreement with Embarg. In May 2010, the Board eeted Adm. Owens to serve in these capacitiesr Rriguly 1, 2009, Adm. Owens
served
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as chairman of Embarq, and, prior to that, as tief @xecutive of a communications equipment prervahd a satellite company. We believe
Adm. Owens’ service as our Chairman has facilitéitedpost-merger integration of the managemenbpaedations of CenturyLink and
Embarg.

The Board believes that the separation ofthairman and CEO positions has functioned effelstioeer the past couple of years.
Separating these positions allows our CEO to hawveapy responsibility for the operational leadepsand strategic direction of our business,
while allowing our Chairman to lead the Board sfitndamental role of providing guidance to ancepehdent oversight of management.
While our by-laws and corporate governance guidslitio not require our Chairman and CEO positioteteeparate, the Board believes that
delegating responsibilities between Adm. Owen<lagirman, and Mr. Post, as CEOQ, is the appropléatgership structure for our company
at this time. Our Board, however, periodically esvs its leadership structure and may make suchgesan the future as it deems appropr
The Board believes that its programs for oversegsigwould be effective under a variety of topdesship structures, and, accordingly, this
factor has not materially affected its current clkadf structure.

Waivers of Governance Requirements

Members of our Board are subject to our Cafmeovernance Guidelines, which, among other shipghibit a director from serving on
more than two additional unaffiliated public compdioards. In addition to serving on our Board, RichA. Gephardt, William A. Owens
and James A. Unruh serve on the board of directonsore than two unaffiliated public companiesctmnection with appointing each of
them to the Board, the Board waived compliancednhesuch individual with the above-described serlifnitation, subject to the
understanding that this waiver permits such indigid to serve only on the boards of the unaffilatempanies on which they were then
serving, unless and until the individual is peredtto accept a new directorship under our Corpdateernance Guidelines then in effect due
to any future reductions in the number of the ifdlial’'s directorships, any future changes in sugidejines, or any future additional waivers
granted by the Board.

Access to Information

The following documents are posted on our vtetz www.centurylink.com

. Corporate governance guidelir
. Charters of our Board committe

. Corporate ethics and compliance program documéertsiding the CenturyLink Code of Condu

23




Table of Contents

RATIFICATION OF THE SELECTION OF THE INDEPENDENT AU DITOR
(Item 2 on Proxy or Voting Instruction Card)

The Audit Committee of the Board has appoi®G LLP as our independent auditor for the fisgedr ending December 31, 2011, .
we are submitting that appointment to our sharedrsléor ratification on an advisory basis at thestimg. Although shareholder ratification of
KPMG's appointment is not legally required, we aubmitting this matter to the shareholders, abkénpast, as a matter of good corporate
practice.

If the shareholders fail to vote on an adwdwasis in favor of the appointment, the Audit Coittee will reconsider whether to retain
KPMG LLP, and may appoint that firm or another with re-submitting the matter to the shareholdevenkf the shareholders ratify the
appointment, the Audit Committee may, in its disiorg, select a different independent auditor at @mg during the year if it determines that
such a change would be in the Company’s best stterln connection with selecting the independenitar, the Audit Committee reviews
the auditor’s qualifications, control proceduresstc proposed staffing, prior performance and otbkevant factors.

In connection with the audit of the 2011 finmh statements, we entered into an engagemeet ieith KPMG LLP which sets forth the
terms by which KPMG will provide audit servicesus. Any future disputes between KPMG and us urttirlétter will be subject to certain
specified alternative dispute resolution procedures

The following table lists the aggregate feed aosts billed to us by KPMG and its affiliates floe 2009 and 2010 services identified
below:

Amount Billed

2009 2010
Audit Fee<®) $4,925,00! $4,469,00!
Audit-Related Fee(@ 118,00( 162,571
Tax Fee® 296,00( 732,47:
Other@® — 27,80(
Total Fees $5,339,00! $5,391,84.

(1) Includes the cost of (i) services renderedannection with auditing our annual consolidatedricial statements, (ii) auditing our
internal control over financial reporting in accante with Section 404 of the Sarbanes-Oxley A@Q82, (iii) reviewing our quarterly
financial statements, (iv) auditing the financit@tements of several of our telephone subsidiasied,(v) services rendered in
connection with reviewing our registration statetseand issuing related comfort lette

(2) Includes the cost of auditing our benefit plans gaderal accounting consulting servic

(3) Includes costs associated with (i) assistampeeparing income tax returns and related m&ftehich were approximately $128,000 in
2009 and $257,000 in 2010), (ii) assistance wittiows tax audits (which were approximately $28,602009 and $69,000 in 2010),
(iii) assistance with our acquisition of Embarq {@fhwere approximately $80,000 in 2009 and $81ja@010), and (iv) general tax
planning, consultation and compliance (which wemgreximately $60,000 in 2009 and $325,000 in 20

(4) Reflects assistance with the Qwest acquisi

The Audit Committee maintains written procestuthat require it to annually review and pre-aperihe scope of all services to be
performed by our independent auditor. This revieeglides an evaluation of whether the provisionaf-audit services by our independent
auditor
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is compatible with maintaining the auditor’s indagence in providing audit and audit-related ses/idde Committee’s procedures prohibit
the independent auditor from providing any non-asdivices unless the service is permitted undglicgble law and is pre-approved by the
Audit Committee or its Chairman. The Chairman ithatized to pre-approve projects expected to coshare than $75,000, provided the
total cost of all projects pre-approved by the @han during any fiscal quarter does not exceed $085 The Audit Committee has pre-
approved the Company’s independent auditor to geoup to $40,000 per quarter of miscellaneous pigrdhiax services that do not
constitute discrete and separate projects. Thef Emancial Officer is required periodically to ase the full Committee of the scope and cost
of services not pre-approved by the full Commiti&hough applicable regulations waive these prprapal requirements in certain limited
circumstances, the Audit Committee did not useeheaiver provisions in either 2009 or 2010.

KPMG has advised us that one or more of itthpas will be present at the meeting. We undedsthat these representatives will be
available to respond to appropriate questions ahdhave an opportunity to make a statement if tdegire to do so.

Ratification of KPMGS$ appointment as our independent auditor for 20illkequire the affirmative vote of at least a ndtjp of the voting
power present or represented at the meeting.

The Board unanimously recommends a vote FOR thisposal.
AUDIT COMMITTEE REPORT

Management is responsible for our internatis and the financial reporting process. Our pefalent auditor is responsible for
performing an independent audit of our consolidéiteahcial statements and the effectiveness ofrdarnal control over financial reporting,
and to issue reports thereon. The Committee’s respility is to monitor and oversee these processmed to appoint the independent auditor.

In this context, the Committee has met and dedcussions with management and our internatensdand independent auditor for 2010,
KPMG LLP. Management represented to the Commititaedur consolidated financial statements weregrezpin accordance with generally
accepted U.S. accounting principles. The Commhtereviewed and discussed with management and KiPklGonsolidated financial
statements, and management’s report and KPMG’strapd attestation on internal control over finaheceporting in accordance with
Section 404 of the Sarbanes-Oxley Act of 2002. Chenmittee also discussed with KPMG matters requivdae discussed by Statement on
Auditing Standards No. 61, as amended.

KPMG also provided to the Committee the writtBsclosures required by the applicable requirdmehthe Public Company Accounting
Oversight Board regarding the independent audimyamunications with audit committees concernirdependence. The Committee
discussed with KPMG that firm’s independence, amusiered the effects that the provision of nonitasetvices may have on KPMG's
independence.

Based on and in reliance upon the reviewsdisalissions referred to above, and subject tarn&ations on the role and responsibilities
the Committee referred to in its charter, the Cotteairecommended that the Board of Directors ireli audited consolidated financial
statements in our Annual Report on Form 10-K ferykar ended December 31, 2010.
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If you would like additional information onghresponsibilities of the Audit Committee, pleaster to its charter, which you can obtain in
the manner described above under “Corporate Gomeena- Access to Information.”

Submitted by the Audit Committee of the Board céddors.

W. Bruce Hanks (Chair)
Peter C. Browr

Fred R. Nichols®
William A. Owens*
Joseph R. Zimmu

* Committee member through April 1, 2011, when Mchilis and Mr. Owens were replaced on the Comniitye€harles L. Biggs and
Michael J. Roberts

PROPOSAL TO APPROVE THE
CENTURYLINK 2011 EQUITY INCENTIVE PLAN

(Item 3 on Proxy or Voting Instruction Card)

General

Our Board believes that our growth dependsiutpe efforts of our officers, directors, employesmsultants, and advisors, and that the
proposed CenturyLink 2011 Equity Incentive Plare (thncentive Plan”) will provide an effective meamfsattracting and retaining qualified
key personnel while encouraging lotegm focus on maximizing shareholder value. Themiee Plan has been adopted by our Board, st
to approval by our shareholders at the meeting.

The principal features of the Incentive Plas summarized below. This summary is qualifiedsrentirety, however, by reference to the
full text of the Incentive Plan, which is attachedhis proxy statement @gppendix B

Purpose of the Proposal

We believe that providing officers, directogsployees, consultants and advisors with a priggyiénterest in the growth and performance
of our company is crucial to stimulating individymrformance while at the same time enhancing bblter value. While we believe that
employee equity ownership is a significant conttitbg factor in achieving superior corporate perfanoe, we recognize that increasing the
number of available shares under incentive planspogentially dilute the equity ownership of our@nt shareholders.

Accordingly, we intend the Incentive Plan éplace all four of our currently active long-terguéy incentive plans: the Amended and
Restated CenturyLink 1983 Restricted Stock Plaa (1983 Plan”), the Amended and Restated CentukyPB05 Management Incentive
Compensation Plan (the “2005 Plan”), the AmendetiRestated CenturyLink 2005 Directors Stock Plae (Director Plan”), and the
Amended and Restated CenturyLink Legacy Embarq EfuBty Incentive Plan (the “Legacy Embarqg Plairi)addition, although we
assumed certain outstanding equity awards in cdiomewith our merger with Qwest, which closed onribf, 2011, we do not intend to iss
future grants from the Qwest Equity Incentive Rldne “Qwest Plan”), provided that our shareholdgrprove the Incentive Plan.
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As of April 4, 2011, the first full trading gdollowing the closing of our merger with Qwest, aggregate of 19,469,105 shares remained
available for grant under our four active long-texquity incentive plans. However, the majority leése shares available for issuance are
attributable to the Legacy Embarq Plan, which cabeaised to make grants to anyone who was employ&enturyLink or our then-
existing subsidiaries on the day prior to the e¢lgsdf our merger with Embarg. Certain of our oth@mrent plans contain other restrictions on
their use.

The Incentive Plan is designed to provide itk @ single, state-of-the-art equity plan thatée of the restrictions and limitations
contained in our current plans. We believe thap#ida of the Incentive Plan is integral to our éoned ability to attract, retain, and motivate
key personnel and directors in a manner alignel thi¢ interests of our shareholders.

Terms of the Incentive Plan

Administration of the Incentive Plan The Compensation Committee of our Board or a guinaittee thereof (the “Committee”) will
generally administer the Incentive Plan, and hasatithority to make awards under the Incentive Rhatuding setting the terms of the
awards. The Committee will also generally haveaththority to interpret the Incentive Plan, to eBshbany rules or regulations relating to the
Incentive Plan that it determines to be appropriatel to make any other determination that it weenecessary or advisable for proper
administration of the Incentive Plan. Subject te lilmitations specified in the Incentive Plan, @mmittee may delegate its authority to our
Chief Executive Officer or his designee with resgeqrants to employees or consultants who areugject to Section 16 of Exchange Act
or Section 162(m) of the Internal Revenue Code ‘{@uzle”).

Eligibility . Key employees, officers, and directors of Ceritimly and our consultants or advisors will be ellgito receive awards
(“Incentives”) under the Incentive Plan. Based arrent estimates, we anticipate that approximatély officers and up to 15 non-employee
directors (“Outside Directors”) will be eligible teceive Incentives under the Incentive Plan. Guilye85 officers and 11 Outside Directors
participate in at least one of our existing incemflans. Incentives under the Incentive Plan neagrianted in any one or a combination of
following forms: incentive stock options under Seet422 of the Code, non-qualified stock optiorteck appreciation rights, restricted stock,
restricted stock units, and other stock-based asvé&tdch of these types of Incentives is discugsetbire detail in “Types of Incentives”
below.

Shares Issuable through the Incentive PlarA total of 30,000,000 of our Common Shares atbaired for issuance under the Incentive
Plan. This figure represented approximately 5.0%wf599.8 million Common Shares outstanding immedly following the closing of our
merger with Qwest on April 1, 2011. The closingcprof a Common Share, as quoted on the NYSE, wh834n April 1, 2011.

Limitations and Adjustments to Shares Issuable undlee Incentive Plan. Incentives relating to no more than 600,000 Com®bares
may be granted to a single participant in any figear. Grants of restricted stock, restricted Istawits, or other stock-based amounts are
generally subject to minimum vesting periods, extlat grants of up to an aggregate of 1,500,000@on Shares may be made without
compliance with these minimums. These minimum wegspieriods, as well as certain exceptions, areidisd below under “Restricted
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Stock.” A maximum of 30,000,000 Common Shares maisbued upon exercise of options intended to fyuadi incentive stock options
under the Code.

For purposes of determining the maximum nunolf&@ommon Shares available for delivery underltieentive Plan, shares that are not
delivered because an Incentive is forfeited, catar settled in cash will not be counted. Witkpet to stock appreciation rights paid in
shares, all shares to which the stock appreciatiirts relate are counted against the Incentiva taits, rather than the net number of shares
delivered upon exercise of the stock appreciatigints.

Proportionate adjustments will be made t@athe share limitations provided in the IncentRlan, including shares subject to outstanding
Incentives, in the event of any recapitalizati@glassification, stock dividend, stock split, condiion of shares, or other comparable change
in our Common Shares, and the terms of any Incemtill be adjusted to the extent appropriate tosjgl® participants with the same relative
rights before and after the occurrence of any swemt.

Amendments to the Incentive PlarOur Board may amend or discontinue the IncerRham at any time. However, our shareholders must
approve any amendment to the Incentive Plan thatdvo

. materially increase the number of Common Shardswhg be issued through the Incentive P

. materially increase the benefits accruing to pigdicts,

. materially expand the classes of persons eligbleatticipate

. expand the types of awards available for gr

. materially extend the term of the Incentive P

. materially reduce the price at which Common Sharag be offered through the Incentive Plan

. permit the repricing of an option or stock appraoiaright.

Duration of the Incentive Plan. No Incentives may be granted under the Incele@ after May 18, 2021.

Types of Incentives Each of the types of Incentives that may be g@unnder the Incentive Plan is described below.

Stock Options A stock option is a right to purchase Common 8&d&rom CenturyLink. The Committee will determihe humber and
exercise price of the options, and the time or sittrat the options become exercisable, providedhlesoption exercise price may not be less
than the fair market value of a Common Share orm#te of grant, except for an option granted irsttution of an outstanding award in an
acquisition transaction. The term of an option wiflo be determined by the Committee, but may xe¢ed ten years. The Committee may
accelerate the exercisability of any stock optibarg time. As noted above, the Committee
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may not, without the prior approval of our shareleos, decrease the exercise price for any outstgragition after the date of grant. In
addition, an outstanding option may not, as of dag that the option has a per share exercise {iatés greater than the then-current fair
market value of a Common Share, be surrenderes &3 gonsideration for the grant of a new optidh wilower exercise price, another
Incentive, a cash payment, or Common Shares, uafge®ved by our shareholders. Incentive stockooptivill be subject to certain
additional requirements necessary in order to fyuati incentive stock options under Section 42thefCode.

The option exercise price may be paid:

. in cash or by checl

. in Common Share:

. through &“cashles” exercise arrangement with a broker approved by @gnink,
. through a net exercise procedure if approved byCibramittee, o

. in any other manner authorized by the Commil

Stock Appreciation RightsA stock appreciation right, or SAR, is a rightrézeive, without payment to CenturyLink, a numdier
Common Shares determined by dividing the produth@humber of shares as to which the stock apieniright is exercised and the
amount of the appreciation in each share by thierfarket value of a share on the date of exerdiieearight. The Committee will determine
the base price used to measure share appreciatioch(may not be less than the fair market valua Gommon Share on the date of grant),
whether the right may be paid in cash, and the murabd term of stock appreciation rights, provitlet the term of a SAR may not exceed
ten years. The Committee may accelerate the erbilitg of any SAR at any time. The Incentive Ptastricts decreases in the base price anc
certain exchanges of SARs on terms similar to ¢istrictions described above for options.

Restricted StockThe Committee may grant Common Shares subjeesstactions on sale, pledge, or other transfethieyrecipient for a
certain restricted period. Generally, the restdgieriod must be a minimum of three years, exaapstiares vesting based on the attainme
performance goals, shares granted to Outside Bigand shares issued in payment of amounts eante our annual incentive plan. If1
vesting of the shares is subject to the futurérattant of specified performance goals, the restdgieriod for employees, consultants, or
advisors must be at least one year. In additidhd@greviously described exceptions, an aggregéédf 1,500,000 Common Shares may be
issued in connection with restricted stock, retgdcstock units, or other stock-based awards witbompliance with these minimum vesting
periods.

All shares of restricted stock will be subjexrsuch restrictions as the Committee may proiide agreement with the participant,
including provisions that may obligate the partéipto forfeit the shares to us in the event ahteation of employment or if specified
performance goals or targets are not met. Suljaetstrictions provided in the participant’s
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incentive agreement and the Incentive Plan, agijatit receiving restricted stock shall have althaf rights of a shareholder as to such sh
including the right to receive dividends.

Restricted Stock UnitsA restricted stock unit, or RSU, represents thbtrto receive from CenturyLink one Common Sharespecific
future vesting or payment date. All RSUs will béjget to such restrictions as the Committee mayigeoin an agreement with the
participant, including provisions that may oblig#te participant to forfeit the RSUs in the evehteomination of employment or if specified
performance goals or targets are not met. Suletiet restrictions provided in the incentive agreetrand the Incentive Plan, a participant
receiving RSUs has no rights of a shareholder @athmon Shares are issued to the participant. iRestrstock units may be granted with
dividend equivalent rights. Restricted stock uaits subject to the same minimum vesting requiresn@mtl exceptions described above for
restricted stock.

Other Stock-Based Award3 he Incentive Plan also permits the Committegrémt to participants awards of Common Shares #ret o
awards that are denominated in, payable in, vailuedole or in part by reference to, or are othseaMbased on the value of, or the
appreciation in value of, Common Shares (otherksbased awards). The Committee has discretionteréne the times at which such
awards are to be made, the size of such awardfnteof payment, and all other conditions of saghards, including any restrictions,
deferral periods, or performance requirements. Gttaekbased awards are subject to the same minimum gestijuirements and excepti
described above for restricted stock.

Performance Goals for Section 162(m) Awar@erformance-based compensation does not couatddive $1 million limit on
CenturyLink’s federal income tax deduction for campation paid to each of its most highly-compernbkatecutive officers. Grants of
restricted stock, restricted stock units, or osteck-based awards that we intend to qualify a®peance-based compensation under Section
162(m) must be made subject to the achievementeeégtablished performance goals. The pre-est&liprrformance goals, as provided in
the Incentive Plan, will be based upon any or aliaation of the following criteria applied to Cenglink or one or more of our divisions,
subsidiaries, or lines of business: return on gqudsh flow, assets, or investment; shareholdarngtarget levels of, or changes in, reven
operating income, cash flow, cash provided by dpegactivities, earnings, or earnings per shathjevement of business or operational
goals, such as market share, customer growth, mestsatisfaction, new product or services reveoubusiness development; strategic
business criteria, consisting of one or more objestbased on meeting specified revenue, markee simarket penetration, or geographic
business expansion goals, objectivielgntified project milestones, production volumedis, costs targets, and goals relating to acéuisitol
divestitures; or an economic value-added measurtheXtime it sets performance goals, the Commitiag define cash flow, revenues, and
the other terms listed above as it sees fit. Fgrpamformance period, the performance goals manéasured on an absolute basis or relative
to a group of peer companies selected by the Caeenitelative to internal goals or industry benctksgor relative to levels attained in prior
years. Performance measurements may be adjusspaefied under the Incentive Plan to exclude ffects of nol-recurring transactions or
changes in accounting standards.

Our Committee may use different targets frometto time within the realm of the Incentive Plaperformance goals listed above. The
regulations under Section 162(m) require that tagenml terms of the performance goals be re-apgutdy our shareholders every five
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years. To qualify as performar-based compensation, grants of restricted stoskiicted stock units, and other stock-based awaiitibe
required to satisfy the other applicable requiretmef Section 162(m).

Termination of Employment In the event that a participant ceases to bergriayee of CenturyLink or its subsidiaries or toyde
services to us for any reason, including deathaldlity, early retirement, or normal retirementydncentives may be exercised, shall vest, or
shall expire at such times as may be determingtiddommittee and as provided in the applicableritice agreement.

Change in Control. Upon a change in control of CenturyLink, as dediin the Incentive Plan, all outstanding Incergigeanted under
the Incentive Plan will remain outstanding in actzorce with their terms, unless otherwise provideithé applicable incentive agreement, or
unless the Committee takes specific action perchlttethe Incentive Plan.

In the event of a change of control of Centiml, the Incentive Plan permits the Committeeaketa variety of actions regarding
outstanding Incentives. Within certain time periatsl under certain conditions, the Committee may:

. require that all outstanding Incentives be exettlsga certain datt

. require the surrender to CenturyLink of somelbo@tstanding Incentives in exchange for a stockash payment for each Incentive
equal in value to the per share change of contlnley calculated as described in the Incentive,Ria@r the exercise or base pri

. make any equitable adjustment to outstanding Imeehas the Committee deems necessary to reflectooporate changes;

. provide that an Incentive shall become an Ingentelating to the number and class of sharesoocksdr other securities or property
(including cash) to which the participant would &deen entitled in connection with the change otrob transaction if the
participant had been a shareholc

Transferability of Incentives No Incentives granted under the Incentive Plag beatransferred, pledged, assigned, or otherwise
encumbered by a participant except: (a) by wilj;ip the laws of descent and distribution; (c)efmitted by the Committee and so provided
in the relevant Incentive Agreement, pursuant domestic relations order, as defined in the Codéd)oas to options only, if permitted by 1
Committee and so provided in the relevant incerdiyeement, to immediate family members or to &énpaship, limited liability company or
trust for which the sole owners, members or beisafes are the participant or immediate family mensb

Tax Withholding. We may withhold from any payments or share isseaamnder the Incentive Plan, or collect as a ¢mmddf payment,
any taxes required by law to be withheld. The pgoéint may, but is not required to, satisfy hisier withholding tax obligation by electing to
deliver currently-owned Common Shares, or to hasithhold shares from the shares the participantlavotherwise receive, in either case
having a value equal to the minimum amount requiodok withheld. This election must be made piiathe date on which
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the amount of tax to be withheld is determined. Toenmittee has the right to disapprove of any slebtion, except for participants who
subject to Section 16 of the Exchange Act.

Purchase of Incentives The Committee may approve the repurchase by Garik of an unexercised or unvested Incentive fitte
holder by mutual agreement, so long as the repaechvauld not constitute the repricing of an optorSAR.

Federal Income Tax Consequences

The federal income tax consequences relatdtketssuance of the different types of Incentibeg may be awarded under the Incentive
Plan are summarized below. Participants who anetgdalncentives under the Incentive Plan shoulgetnheir own tax advisors to
determine the tax consequences based on theicydartcircumstances.

Stock Options A participant who is granted a stock option ndiynaill not realize any income, nor will we nornhalreceive any
deduction for federal income tax purposes, in & yhe option is granted.

When a non-qualified stock option granted tigtothe Incentive Plan is exercised, the partidipalh realize ordinary income measured by
the difference between the aggregate purchase giribe shares acquired and the aggregate fairehadtue of the shares acquired on the
exercise date and, subject to the limitations @tiSe 162(m) of the Code, we will be entitled tdeduction in the year the option is exercised
equal to the amount the participant is requiretleat as ordinary income.

An employee generally will not recognize angame upon the exercise of any incentive stocloaptiut the excess of the fair market
value of the shares at the time of exercise ovepfition price will be an item of tax preferencéjet may, depending on particular factors
relating to the employee, subject the employedéatternative minimum tax imposed by Section 58hefCode. The alternative minimum
tax is imposed in addition to the federal indivii@ome tax, and it is intended to ensure thaividdal taxpayers do not completely avoid
federal income tax by using preference items. Aplegree will recognize capital gain or loss in tlmecaunt of the difference between the
exercise price and the sale price on the saledramge of shares acquired pursuant to the exartae incentive stock option, provided the
employee does not dispose of such shares withiryeaes from the date of grant and one year frontdttie of exercise of the incentive stock
option (the holding periods). An employee disposifiguch shares before the expiration of the hglgieriods will recognize ordinary incor
generally equal to the difference between the aptiice and the fair market value of the sharetherdate of exercise. The remaining gain, if
any, will be capital gain. We will not be entitlenla federal income tax deduction in connectiorhiie exercise of an incentive stock option,
except where the employee disposes of the shazeiwee upon exercise before the expiration of thlidihg periods.

If the exercise price of a non-qualified optie paid by the surrender of previously-owned ebathe basis and the holding period of the
previously-owned shares carry over to the same euimfsshares received in exchange for the prewenshed shares. The compensation
income recognized on exercise of these optiondde@to the basis of the shares received. If thecesed option is an incentive stock option
and the shares surrendered were acquired throegxtrcise of an incentive stock option and havéaen held for the holding
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periods, the optionee will recognize income on sexthange, and the basis of the shares receivedenqual to the fair market value of the
shares surrendered. If the applicable holding pdnes been met on the date of exercise, therdowvitio income recognition and the basis and
the holding period of the previously owned shardékoarry over to the same number of shares reckineexchange, and the remaining shares
will begin a new holding period and have a zerddas

Stock Appreciation Rights Generally, a participant who is granted a stqgbreciation right under the Incentive Plan will netognize
any taxable income at the time of the grant. Théigdpant will recognize ordinary income upon exsecequal to the amount of cash or the
fair market value of the shares received on thetday are received.

In general, there are no federal income tatudgons allowed to CenturyLink upon the granttoick appreciation rights. Upon the exert
of the stock appreciation right, however, we wél éntitled to a deduction equal to the amount dinary income that the participant is
required to recognize as a result of the exerpis®jided that the deduction is not otherwise disedld under Section 162(m) of the Code.

Restricted Stock Unless the participant makes an election to acatd recognition of the income to the date of guader Section 83(b)
(as described below), the participant will not rgrai@e income, and we will not be allowed a tax dgidum, at the time the restricted stock
award is granted. When the restrictions lapsepé#récipant will recognize ordinary income equathe fair market value of the shares as of
that date, and we will be allowed a correspondedgfal income tax deduction at that time, subeetny applicable limitations under Section
162(m) of the Code. If the participant files ancgilen under Section 83(b) of the Code within 30slaf/the date of grant of restricted stock,
the participant will recognize ordinary income &she date of the grant equal to the fair markdét@af the shares as of that date, and we will
be allowed a corresponding federal income tax dimluat that time, subject to any applicable lirtidas under Section 162(m). Any future
appreciation in the shares will be taxable to theipipant at capital gains rates. If the sharedater forfeited, however, the participant will
not be able to recover the tax previously paid pams to a Section 83(b) election.

Restricted Stock UnitsA participant will not be deemed to have receiteedible income upon the grant of restricted stouks. The
participant will be deemed to have received taxabdnary income at such time as shares are diségbwith respect to the restricted stock
units in an amount equal to the fair market valfithe shares distributed to the participant. Ugendistribution of shares to a participant v
respect to restricted stock units, we will ordifyabe entitled to a deduction for federal income parposes in an amount equal to the taxable
ordinary income of the participant, subject to apylicable limitations under Section 162(m) of @ade. The basis of the shares receivec
equal the amount of taxable ordinary income recaghby the participant upon receipt of such shares.

Other Stock-Based AwardsGenerally, a participant who is granted any o#teck-based award under the Incentive Plan wibbgaize
ordinary income at the time the cash or Commoné&hassociated with the award are received. If shaeereceived, the ordinary income
be equal to the excess of the fair market valub@&hares received over any amount paid by th&ipant in exchange for the shares.
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In the year that the participant recognizenary taxable income in respect of such awardylleoe entitled to a deduction for federal
income tax purposes equal to the amount of ordiimmgme that the participant is required to recegnprovided that the deduction is not
otherwise disallowed under Section 162(m) of the&Co

Section 409A If any Incentive constitutes non-qualified deéeticompensation under Section 409A of the Coddllibe necessary that
the Incentive be structured to comply with Secd@A of the Code to avoid the imposition of addiibtax, penalties, and interest on the
participant.

Tax Consequences of a Change of Contrdf, upon a change of control of CenturyLink, #eercisability, vesting, or payout of an
Incentive is accelerated, any excess on the dateeafhange of control of the fair market valug¢hef shares or cash issued under accelerated
Incentives over the purchase price of such shidrasy, may be characterized as “parachute payrhénithin the meaning of Section 280G
of the Code) if the sum of such amounts and angrathich contingent payments received by the empleyxeeeds an amount equal to three
times the “base amount” for such employee. The basgunt generally is the average of the annual emsgtion of the employee for the five
years preceding such change in ownership or com{ro“excess parachute payment,” with respect to anyl@yep, is the excess of the
parachute payments to such person, in the aggreneteand above such person’s base amount. Hrttmunts received by an employee upon
a change of control are characterized as paragaytaents, the employee will be subject to a 20%sexax on the excess parachute payr
and we will be denied any deduction with respeaitoh excess parachute payment.

The foregoing discussion summarizes the fédecame tax consequences of Incentives that magréweted under the Incentive Plan be
on current provisions of the Code, which are sulifechange. This summary does not cover any foreitate, or local tax consequences.
Equity Compensation Plan Information

Pre-Merger — As of December 31, 20IThe following table provides information as of Deteer 31, 2010 about our equity
compensation plans under which Common Shares éner@ed for issuance:

(©)

(a) (b) Number of
Number of Weighter- securities remainir
securities to b average exerci: available for future
issued upol price of issuance unde
exercise o outstanding plans (excluding
outstanding options anc securities reflecte
Plan Categor options and righ rights in column (a))®
Equity compensation plans approved by shareho 1,450,331 $ 40.97 4,341,422
Equity compensation plans not approved by shareis 224,493 — 19,117,77@
Totals 1,674,821 $ 40.97G) 23,459,19

34




Table of Contents

@) The shares available for issuance reflectedignablumn relate to five plans: (i) our employeeckt purchase plan (discussed in Note 2
below), (ii) the 1983 Plan, the 2005 Plan, andDirectors Plan, each of which was approved by bareholders; and (iii) our Legacy
Embarg Plan, which was approved by Embarq, buCeaituryLink, shareholders (a description of whiglofws this chart). The 1983
Plan, the 2005 Plan, the Directors Plan, and tlgatg Embarq Plan are our current equity compensatans. If our shareholders
approve the Incentive Plan at the meeting, no ewidit shares will be issued in the future from ahyhese four plan:

(@ This amount includes 3,990,091 shares remainirg tgranted under our shareho-approved employee stock purchase g

() Represents restricted stock units outstandinguthe Legacy Embarq Plan, described in greataildetlow. In connection with our
merger with Embarq, we also assumed certain avthersoutstanding under other predecessor plansnbiig and its former parent
company, but have no intention of making furtheasdg under those plans. In addition to the numlistesd in the table, 3,589,955 of
our Common Shares are issuable under option awaad$ed under those plans with an weighted avezageeise price of $38.29 per
share and a weighted average remaining term ofears.

@ These amounts represent Common Shares that renaingable for issuance under the Legacy Embam 8®ecember 31, 2010. £
Note 1 above

(5) The weighted average remaining term of these opi®5.2 years

In connection with our merger with Embarq, @rhclosed on July 1, 2009, we assumed the LegadaEnPlan. The Legacy Embarqg Plan
was approved by Embarg’s shareholders on May 18 20@ no new grants may be made under the Plan\ditg 1, 2018, although awards
made prior to that date may remain outstanding beybat date. In accordance with NYSE rules, wémat make grants from the Legacy
Embarq Plan to those employees and directors wihe amaployed prior to the merger by CenturyLink or then-existing subsidiaries. The
Legacy Embarg Plan is administered by our Compars@&ommittee, which may delegate some of its aitthto the chief executive officer,
subject to certain exceptions. As noted in thestalblove, an aggregate of 19.1 million Common Shaseadjusted pursuant to the merger
agreement) was available for issuance under thadyegmbarq Plan at December 31, 2010. Currentlewuthet Legacy Embarq Plan, the
Committee may make awards of qualified or nongigalitock options with a maximum term of 10 yeagsiricted stock, or restricted stock
units, stock appreciation rights, performance shagd other stock units. Each share awarded taslaaption or stock appreciation right
reduces the maximum number of available plan sHaresme share, while each share issued as anytgfienof award reduces the maximum
by three shares. Shares surrendered in paymené efxercise price of options or stock appreciatigints or in payment of withholding taxes
are not eligible for reissuance under the Legacy&iop Plan. No participant may be granted more 1h870,000 shares in options or stock
appreciation rights and 685,000 shares of all ctineard types in a calendar year. In addition, tlh&imum cash-based award under the
Legacy Embarq Plan that may be paid, credited stedeto a participant in any calendar year is $lbon. Our Board amended the Legacy
Embarg Plan in early 2010 to, among other thingiéect these merger-adjusted share limitationscamdorm the administration and change
of control provisions to those of our other outsliag equity incentive plans.
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As noted above, if shareholders approve theritive Plan as proposed, we will make no futusaasces under the Legacy Embarq Plan,
any of our other three current equity compensatians (the 1983 Plan, the 2005 Plan, or the Dirdelan), or the Qwest Plan (information
for which appears in Note 4 to the table below).

Post-Merger — As of April 4, 2011As of April 4, 2011, the first full trading daglfowing the closing of our merger with Qwest, wadh
approximately (i) 599.8 million outstanding Comn®®hares, (ii) 12.0 million outstanding options wéthveighted average exercise price of
$36.46 and a weighted average term of 4.6 yeargi@n2.3 million outstanding unvested full-valaevards (including issued but unvested
restricted shares). These figures reflect all gomitards assumed in connection with the Qwest merge

The following table provides updated informatabout our equity compensation plans and outstgradvards as of April 4, 2011.

(©

(a) (b) Number of
Number of Weightec- securities remainir
securities to b average exerci available for future
issued upol price of issuance unde
exercise 0 outstanding plans (excluding
outstanding options anc securities reflecte
Plan Categor options and righ rights in column (a))®
Equity compensation plans approved by shareho 1,388,60! $ 41.2% 4,190,26@
Equity compensation plans not approved by shares 111,494 — 19,117,770
Totals 1,500,10- $ 41.276) 23,308,03

) The shares available for issuance reflectedignablumn relate to five plans: (i) our employeeckt purchase plan (discussed in Note 2
below), (ii) the 1983 Plan, the 2005 Plan, andDirectors Plan, each of which was approved by bareholders; and (iii) our Legacy
Embarg Plan, which was approved by Embarq, buCeaituryLink, shareholders (a description of whipp@ars above this chart). The
1983 Plan, the 2005 Plan, the Directors Plan, hed.égacy Embarg Plan are our current equity cosgtem plans. If our shareholders
approve the Incentive Plan at the meeting, no ewtdit shares will be issued in the future from ahyhese four plans. See Note 3 for
information regarding other outstanding optionsuased in connection with our merger with Embarq Biode 4 for information
regarding outstanding options assumed in conneetitthour merger with Qwes

(@  This amount includes 3,838,932 shares remainirg tgranted under our shareho-approved employee stock purchase

() Represents restricted stock units outstandingutig: Legacy Embarq Plan, described in greataildgtove this chart. In connection
with our merger with Embarq, we also assumed ceawiards then-outstanding under other predecetsmus pf Embarg and its former
parent company, but have no intention of makingherawards under those plans. In addition to thmbers listed in the table,
3,236,761 of our Common Shares are issuable updiencawards granted under those plans with anhteibaverage exercise price of
$38.96 per share and a weighted average remaigingdf 2.9 years
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@ In connection with our merger with Qwest, we assd certain awards then-outstanding under the QRlast which was approved by
Qwest, but not CenturyLink, shareholders. We doimend to make future awards under the Qwest Rialess the Incentive Plan is 1
approved by the shareholders at the meeting. litiaddo the numbers listed in the table, 7,341,66@8ur Common Shares are issuable
under option awards granted under the Qwest Plinamveighted average exercise price of $34.4&lpare and a weighted average
remaining term of 5.3 year

®)  These amounts represent Common Shares that mnaiailable for issuance under the Legacy Embiam & April 4, 2011. See Note
1 above

6  The weighted average remaining term of these opfi®Bb.1 years

Vote Required

Approval of the Incentive Plan requires thiriafative vote of the holders of at least a majodt the votes cast with respect to the
proposal. See “General Information.” If the InceatPlan is not approved, we will continue to usefour existing incentive plans.

The Board unanimously recommends a vote FOR thisposal.

ADVISORY VOTES ON EXECUTIVE COMPENSATION
AND THE FREQUENCY OF SUCH VOTES

(Items 4(a) and 4(b) on Proxy or Voting InstructionCards)

In accordance the Dodd-Frank Wall Street Refand Consumer Protection Act enacted in July Z€#9“Dodd-Frank Act”), we are
providing you with the opportunity to vote on a Aeinding, advisory resolution to approve the congagion of our named executive officers
as disclosed in this proxy statement pursuanteaules of the SEC.

As described in detail below under the head@®gmpensation Discussion and Analysis”, our exieutompensation programs are
designed to provide compensation that is competitiith our peer companies and is necessary toikésqt and strengthen our leadership
team. Under these programs, our named executii@offare rewarded for achieving specific annudllang-term goals, as well as increased
shareholder value. We believe this structure aleyesutive pay with our financial performance amel ¢reation of sustainable shareholder
value. The Compensation Committee of our Boardioaatly reviews our executive compensation progrémmensure they achieve the goals
of aligning our compensation with current marketqtices and your interests as shareholders. Faticadd information on our executive
compensation, we urge you to read the “Compensatiscussion and Analysis” and “Executive Compersttsections of this proxy
statement.

We ask you to indicate your support for thmpensation of our named executive officers as destiin this proxy statement. This
proposal, commonly known as a “say-on-pay” propagiaks you the opportunity to express your vieWss advisory vote is not intended to
address any specific item of compensation, butratie overall compensation policies and practiciés respect to our named executive
officers as described in this proxy statement. Adicmly, we intend to submit the following resotuifor an advisory shareholder vote at the
meeting:
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“RESOLVED, that the shareholders of CenturyLink;.lapprove, on an advisory basis, the overall corsgtiion of CenturyLink’s named
executive officers, as described in CenturyLink’'sxy statement for this annual shareholder meetirgyyding the Compensation
Discussion and Analysis, the summary compensadible tand the other related tables and disclosures.”

While this “say-on-pay” vote is advisory andlwot be binding on our Company or the Boardyill provide valuable information to our
Compensation Committee regarding shareholder sentiabout our executive compensation. We inviteedtaders who wish to
communicate with our Board on executive compensaiicany other matters to contact us as provideutCorporate Governance — Top
Leadership Positions and Structure.”

Approval of this proposal will require theiafiiative vote of at least a majority of the votipgwer present or represented at the meeting.

The Board recommends that you vote to approve therall compensation of our named executive
officers by voting FOR this resolution.

Frequency of Advisory Votes on Executive Compensain

Also in accordance with the Dodd-Frank Act,ave providing you with the opportunity to castan#inding, advisory vote on whether
advisory votes to approve our executive compensatimuld occur every one, two or three years.

We believe that “say-on-pay” votes should bedticted every year so that you may annually egpresr views on our executive
compensation programs. An annual advisory votetisistent with our policy of seeking input from yom corporate governance and
executive compensation matters. We understand yyuhave different views as to what is the best camption approach for our executi
and we believe annual advisory votes will facitatcontinued dialogue. Please be aware, howdaarintmany cases it may not be
appropriate or feasible to change our executivepssation programs in consideration of any one'yeaivisory vote on executive
compensation by the time of the following year'siaal meeting of shareholders.

The accompanying proxy or voting instructi@ids permit you to cast an advisory vote regardihgther you prefer the shareholders to
cast an advisory vote upon executive compensatieryene, two or three years. The option that reethe highest number of votes cast
be the alternative deemed selected by our sharetsolfihis “say-on-frequency” vote is advisory ordpd the Board may ultimately decide
that it is in the best interests of our sharehalderhold an advisory vote on executive compengatiore or less frequently than the option
selected by our shareholders. However, the Bodethds to take into consideration the outcome o¥tite when making future decisions
about how frequently to schedule our advisory “eaypay” votes.

The Board recommends that you vote to hold an adijsvote on executive compensation every
YEAR.
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SHAREHOLDER PROPOSALS
(Items 5(a) and 5(b) on Proxy or Voting InstructionCard)

We periodically receive suggestions from dwargholders, some as formal shareholder propds&sgive careful consideration to all
suggestions, and assess whether they promote shéohg-term interests of CenturyLink and its shalders.

We expect Items 5(a) and 5(b) to be presdmyeshareholders at the meeting. Following SEC rulesare reprinting the proposals and
supporting statements as they were submitted tothsy than minor formatting changes. We take spaasibility for them. On request to the
Secretary at the address listed under “Other MattetAnnual Financial Report,” we will provide infaation about the sponsors’
shareholdings, as well as the names, addresseshareholdings of any co-sponsors. Adoption of ed¢hese two proposals requires the
affirmative vote of at least a majority of the viipower present or represented at the meeting.

The Board recommends that you vote AGAINST Items %) and 5(b) for the reasons we give after each one.

Political Contributions Report Proposal (Item 5(a))

The following proposal was submitted by thev@aunications Workers of America Members’ Generald;b01 Third Street, N.W.,
Washington, D.C. 20001-2797.

“Resolved, that the shareholders of Centurlinc. (“Company”) hereby request that the Compargride a report, updated semi-
annually, disclosing the Company’s:

1. Policies and procedures for political contributi@msl expenditures (both direct and indirect) maike @orporate funds

2. Monetary and non-monetary contributions exgenditures (direct and indirect) used to parétdor intervene in any political
campaign on behalf of (or in opposition to) anydidate for public office, and used in any attengpinfluence the general public, or
segments thereof, with respect to elections oreafta. The report shall incluc

a.  Anaccounting through an itemized report thaudes the identity of the recipient and theoamt paid to each recipient and the
amount paid to each recipient of the Company'’s $utheit are used for political contributions or englitures as described
above; anc

b.  The title(s) of the person(s) in the Compatn participated in making the decisions to mdidesgolitical contribution or
expenditure

The report shall be presented to the boadirettors’ audit committee or other relevant ovginsicommittee and posted on the Company’s
website.
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Supporting Statement: As long-term sharehsldéCenturyLink, we support transparency and acthility in corporate spending on
political activities. These include any activitesnsidered intervention in any political campaigwier the IRS Code, such as direct and
indirect political contributions to candidates, ifioal parties, or political organizations; indepemt expenditures; or electioneering
communications on behalf of federal, state or loemldidates.

Disclosure is consistent with public policy,the best interest of the company and its shadehsl and critical for compliance with federal
ethics laws. The Supreme Court’s Citizens Unitedsden recognized the importance of political sgegdlisclosure for shareholders when it
said “[D]isclosure permits citizens and sharehdaderreact to the speech of corporate entitiesgroper way. This transparency enables the
electorate to make informed decisions and give @ragight to different speakers and messages.” (dapansparency and accountability
may expose the company to reputational and busitskssthat could threaten long-term shareholdéreva

CenturyLink contributed at least $324,000anporate funds since the 2002 election cycle, atingrto the Center for Political
Accountability. During the same time frame, the @amy spent at least $239,000 on state politics.

Publicly available data does not provide a plate picture of the Company’s political expendisirCenturyLink’s payments to trade
associations used for political activities are soltised and unknown. In many cases, even managelmenhot know how trade associations
use their company’s money politically. The propassits the Company to disclose all political spegdincluding payments to trade
associations and other tax exempt organizationpdbitical purposes. This would bring CenturyLinkline with a growing number of leading
companies, including Aetna, American Electric Poased Microsoft that support political disclosurelatcountability and present this
information on their websites.

The Company’s Board and its shareholders neatplete disclosure to be able to fully evaluagepblitical use of corporate assets. We
urge support for this critical governance reform.”

The Board recommends that you vote AGAINST this prposal for the following reasons:

We are subject to extensive federal, statel@al regulation. Consequently, the actions ofamatl, state and local officials significantly
affect many aspects of our operations that direaffigct our profitability and competitiveness. ek to be an effective participant in this
political process by making prudent political cdimiitions to advance our business objectives and imberests, and are fully committed to
complying with all laws governing these contribuiso Historically, we have not contributed more t8&000 annually to any particular
candidate.

The contributions of our political action coritt@es are subject to comprehensive regulatiorhbyéderal government, including the
obligation to file detailed periodic reports tha¢ @ublicly available from the Federal Election Goission. Additional information on our
political contributions is publicly available undapplicable state law. We believe that federal state disclosures provide significant
information about our political contributions.
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The amount of our expenditures on corporatiéiged contributions isde minimiscompared to our total expenditures and the adojation
this proposal would result in an unnecessary amadaguctive use of our time and resources. Moredtesse proposed added burdens would
be applicable only to us and would put us at a agitipe disadvantage relative to our peers. We orale transparency, but believe any
expanded reporting requirements should apply egt@mll participants in the political process, jut us.

In short, we already provide extensive pul#joorts of our relatively modest contributions il Eompliance with the law, and believe that
requesting us to do more is unwarranted, unnegeasarcounterproductive.

Board Declassification Proposal (Item 5(b))

The following proposal was submitted by theaRbof Trustees of the International Brotherhooélefctrical Workers Pension Benefit
Fund, 900 Seventh Street, N.W., Washington, D.0020

“Resolved, that the shareholders of Centurll(the “Company”) urge that the Board of Directtake the necessary steps to declassify the
Board of Directors for the purpose of establisramgual elections for directors. The Board of Dicestdeclassification shall be done in a
manner that does not affect the unexpired ternure€tors previously elected.

Supporting Statement: In our opinion, the &d&cof corporate directors is a primary avenuestwaireholders to influence corporate affairs
and ensure management is accountable to the Corsmrareholders. However, under the classifiedngosiystem at the Company,
individual directors face election only once eviimiee years, and shareholders only vote on rougindythird of the Board of Directors each
year. In our opinion, such a system serves to ateuhe Board of Directors and management fromesizdder input and the consequence
poor financial performance.

By eliminating the classified Board of Dirergpwe believe shareholders can register their vi@mnually on the performance of the Board
of Directors and each individual director. We fég$ will promote a culture of responsiveness aywbdhism at the Company, qualities
necessary to meet the challenges of increasingisblater value.

We submit that by introducing annual electiand eliminating the classified Board of Directatshe Company, management and the
Board of Directors will be more accountable to shatders. We believe that by aligning the intecdéshe Board of Directors and
management with the interests of shareholdersCourpany will be better equipped to enhance shadehehlue.

For the above reasons, we urge a vote FOReHmdution.”
The Board recommends that you vote AGAINST this prposal for the following reasons:

After careful consideration of this shareholdemposal, and on the recommendation of the Notinigand Corporate Governance
Committee, the Board has concluded that it is inbmst interests to maintain our current classifiedrd structure.
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Under our organizational documents, the Béadivided into three classes, with directors elddb staggered three-year terms.
Approximately one-third of the Company’s directstand for election each year and the entire Boandoe replaced over the course of three
annual meetings. As described further below, weebelour classified board structure strengthen®terd’'s independence, enhances its
ability to develop effective long-term strategieslgessing complex industry challenges, and bol#i®ebility to safeguard shareholder value.

IndependenceWe believe that electing directors to three-yteams, rather than one-year terms, enhances tepémdlence of our outside
directors by providing them with a longer term ffiae. This structure insulates them against pnesstrom special interest groups who mi
have an agenda contrary to the long-term intedsdfi shareholders, and ensures that, for anyquéat matter brought before our Board,
roughly two-thirds of the directors have terms agliag beyond the next shareholder meeting. Conselgugve believe our current classified
board structure allows directors to focus on onglterm interests instead of being perpetuallyraited by an annual re-nomination process,
leading to greater independence and better goveenan

Stability, Continuity and Experiencé®ur classified board promotes stability and aauity by ensuring that a majority of our directais
any given time have prior experience with us. @uustry has changed substantially in a limited nemndf years due to sweeping changes in
the regulatory, technological and competitive laxagie and widespread consolidation. Consequentlyaelveve that it takes several years for
our new directors to become fully conversant indbmplexities of our operations and strategic dbjes. Of our 16 directors, (i) four have
served only a couple of days since our acquisitio@west on April 1, 2011, (ii) four more have seahvonly since July 1, 2009, when we
acquired Embarq, and (iii) three more have serged than eight years. We believe our current theegeterms are tailored to enable these
future directors to develop substantive knowledgeaud our specific operations and goals, which bgtbsitions them to make long-term
strategic decisions that are in the best interestioshareholders. If our Board were declassifiedpuld be wholly replaced by directors
unfamiliar with our history and strategies. Ourssidied board structure allows for orderly changith new directors with fresh perspectives
benefitting from interaction with experienced dims.

A classified board structure also assistswattracting and retaining highly qualified direstevho are willing to commit the time and
resources necessary to understand our operatidnsoampetitive environment, particularly given owotrecent mergers. We believe that
agreeing to serve a three-year term demonstratemee’s commitment to us over the long-term.

Accountability. We strongly disagree with the proponent’s cldiat tannual elections for each director are necgssaromote
accountability. All directors are required to upththeir fiduciary duties to us and our shareholdexgardless of the length of their term.
Accountability depends on the selection of experehand committed individuals, not on whether thewe terms of one year or three years.

The Board is committed to sound corporate guaece practices that foster the independence @uiatability of our directors, and
regularly re-examines these practices. In the gagple of years, we have demonstrated this commitimgtaking several steps,
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including adopting a majority vote standard foredior elections, installing a non-executive Chaimrothe Board and implementing director
stock ownership requirements.

The proponent claims annual elections willerg us from being insulated from “poor financiatfmrmance,” which we believe ignores
the leading role we have played in consolidatirgyriiral telephone industry and our historic outtgrenance of the market. Far from our
board structure being a problem, we believe thdirwoity of our board has contributed to our sucaass the years in building long-term
shareholder value under challenging circumstances.

Protection Against Unfair and Abusive Takeover Ries. Our classified board reduces our vulnerabilitabaisive takeover tactics that
may not be in the best interests of our sharehsldeclassified board structure encourages poteatiguirers to initiate arms-length
negotiations with seasoned directors. Becauseardythird of our directors are elected at any ahmegeting of shareholders, at least two
annual meetings would be required to replace anityajof the Board and to dismantle other sharehofatetection measures. This gives the
directors the time and leverage necessary to etealha adequacy and fairness of any takeover pabpamnsider alternative proposals, and to
ultimately negotiate the best result for all shatdars. The classified board structure does notgueor preclude unsolicited takeover
attempts, but it empowers the incumbent directorsegotiate terms to maximize the value of thesaation for all shareholders.

Declassification of the Board would undertwgste benefits and could make us a target for witsalihostile overtures from investor
groups focusing on short-term financial gains. dntigular, in recent years hedge funds and othtristcinvestors have increasingly used the
threat of a proxy fight to pressure boards to &@dtons that produce short-term gains at the expehstrategies designed to achieve
meaningful long-term shareholder value. We beligassified board structures have been shown toleffactive means of protecting long-
term shareholder interests against these typesusive tactics.

Our shareholders should be aware that thigqmal is simply a request that our Board take #eessary steps to declassify the Board.
Declassification of the Board requires an amendr@ntr articles of incorporation which must be pigal pursuant to the procedures set
forth therein. A vote in favor of this proposaletkfore, would constitute a recommendation thaBibard initiate this amendment process.
For all the reasons stated above, however, thedBi@es not believe that such an amendment is inly®st interests.
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OWNERSHIP OF OUR SECURITIES

Principal Shareholders

The following table sets forth information eeding ownership of our Common Shares by each pdasown to us to have beneficially
owned more than 5% of the outstanding Common Slaareshave controlled more than 5% of the totaingopower on December 31, 2010.

Amount and
Nature of
Beneficial Percent of
Ownership of Outstanding
Name and Address Common Shares(®) Common Shares(®)
Capital Research Global Invest: 32,511,37 10.7%
333 South Hope Street
Los Angeles, California 9007
BlackRock, Inc. 20,564,373 6.7¢%
40 East 524 Street
New York, New York 1002:
State Street Corporatic 15,308,55@) 5.1%

State Street Financial Center
One Lincoln Street
Boston, Massachusetts 021

(1) Determined in accordance with Rule 13d-3hef 8EC based upon information furnished by thegoeos persons listed. In addition to
Common Shares, we have outstanding Preferred Stieategote together with the Common Shares asgesatass on all matters. One
or more persons beneficially own more than 5% efRneferred Shares; however, the percentage diaiag power held by such
persons is immaterial. For additional informatiegarding the Preferred Shares, see “General Intoma— How many votes may |
cast”

(2) Based on information contained in a Sched@I& Report dated as of February 11, 2011 thafrikestor filed with the SEC. In this
report, the investor indicated that, as of Decen®ie2010, it held sole voting power and sole difpe power with respect to all of
these share:

(3) Based on information contained in a Sched@lé Report dated as of February 3, 2011 that tivissitor filed with the SEC. In this
report, the investor indicated that, as of Decen®ie2010, it held sole voting power and sole difpe power with respect to all of
these share:

(4) Based on information contained in a Sched@I& Report dated as of February 11, 2011 thafrikestor filed with the SEC. In this
report, the investor indicated that, as of Decen34e2010, it held shared voting power and sharggbditive power with respect to all
of these share
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Executive Officers and Directors

The following table sets forth information,&she record date, regarding the beneficial owhigrof Common Shares by our executive
officers and directors. Except as otherwise na#idyeneficially owned shares are held with soléngand investment power and are not
pledged to third parties.

Components of Total Shares Owned

Unrestricted Options or Rights
Shares Unvested Exercisable Total Shares

Beneficially Restricted Within 60 Beneficially
Name Owned @) Stock @ Days®) Owned )
Current Executive Officers ()
Glen F. Post, Il 354,98 344,14( 200,00( 899,12:
Karen A. Pucket®) 114,42( 126,08! 75,00( 315,50!
R. Stewart Ewing, J 54,17¢ 105,00t 145,60( 304,78t
Stacey W. Gof 34,15¢ 70,88¢ 40,50( 145,54(
David D. Cole(® 89,21¢ 71,44( 40,50( 201,15!
Dennis G. Hube 49,10( 75,00( 55,57¢ 179,67¢
William E. Cheek 26,81( 32,71 49,77¢ 109,29°
Current Outside Directors: ®)
Virginia Boulet(®) 7,49¢ 6,40: — 13,90:
Peter C. Browr 10,61¢ 5,05¢ — 15,67:
Richard A. Gepharc — 5,05¢ — 5,05¢
W. Bruce Hank 11,27¢ 6,40 — 17,68:
Gregory J. McCra — 6,40: — 6,40:
C.G. Melville, Jr.10 7,99( 6,40: — 14,39:
Fred R. Nichols 3,597 6,40: — 10,00¢(
William A. Owens 15,20: 10,95 — 26,15«
Harvey P. Perr 49,46 6,40: — 55,86¢
Laurie A. Siege 10,61¢ 5,05¢ — 15,67:
Joseph R. Zimme(1) 16,71 6,40: 13,667 36,78¢
All directors and executive officers as a group (f28sons (12 855,83: 896,21( 620,62( 2,372,66:
Former Executive Officer:
Thomas A. Gerk 211,84 77,56¢ 392,33¢ 681,75(

(1) This column includes (i) the following numtarshares allocated to the officer's account urmerqualified 401(k) plan: 109,251 —
Mr. Post; 3,066 — Ms. Puckett; 21,511 — Mr. Ewidg212 — Mr. Goff; and 31,309 — Mr. Cole and (ii)776hares allocated to
Mr. Cheek’s account under one of Embarq’s retiredmpéans. Participants in these plans are entitledirect the voting of their plan
shares, as described in greater detail elsewhegih

(2) Reflects (i) for all shares listed, unvessédres of Restricted Stock over which the persdafshenle voting power but no investment
power and (ii) with respect to our performance-bdasstricted stock granted in 2010, the numbehafes that will vest if we attain
target levels of performanc

(3) Reflects shares that the person has the tagdatquire within 60 days of the record date pamsto options granted under our incentive
compensation plans; does not include shares thgttroe issued under restricted stock units if arfggmance exceeds target levi

(4) None of the persons named in the table beneficiallys more than 1% of the outstanding Common Shatesshares beneficial
owned by all directors and executive officers ggaup constituted 0.8% of the outstanding Commaar&has o
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the record date (in each case calculated in acooedaith rules of the SEC assuming that all optiensnits listed in the table have b
exercised for or converted into Common Sharesmethby the recipient

(5) This list excludes one of our current exasubfficers, Christopher K. Ancell, who was namedae of our executives on April 1, 2011
in connection with our acquisition of Qwest and Wiemeficially owned no Common Shares on the redatd. In connection with our
acquisition of Qwest, each of the shares of Qweastraon stock and rights to acquire such stock hellb Ancell converted into
Common Shares and rights to acquire Common Sharégdl 1, 2011.

(6) Includes 202 shares held by Ms. Puckett as custddiahe benefit of her childre

(7) Includes 6,383 plan shares beneficially wldvr. Cole’s wife, one of our former employeeshir accounts under our qualified 401(k)
plan, as to which Mr. Cole disclaims beneficial anghip.

(8) This list excludes four of our current outsidirectors, Charles L. Biggs, Edward A. Muelleichael J. Roberts and James A. Unruh, all
of whom were added to the board on April 1, 201&dnnection with our acquisition of Qwest and noheshom beneficially owned
Common Shares on the record date (excluding faetiperposes 330 shares indirectly held by Mr. Uimmudhpassive investment trust).
In connection with our acquisition of Qwest, eatlthe shares of Qwest common stock and rights doiae such stock held by these
four outside directors converted into Common Sharebrights to acquire Common Shares on April 1,12

(9) Includes 955 shares held by Ms. Boulet as custddiatihe benefit of her childre

(10) Includes 7,445 shares subject to being pledgedasisy under a margin accou

(11) Includes 5,000 shares held by a private charitftiedation, as to which Mr. Zimmel is a trust

(12) Includes (i) 6,383 shares held of record or bieiedfy by the spouses of certain of these indiailsy as to which beneficial ownership is
disclaimed, and (ii) 1,157 shares held as custoidiathe benefit of children of such individua

COMPENSATION DISCUSSION AND ANALYSIS

Introduction

The Board and its Compensation Committee eltair senior officers comprise one of the top nganaent teams in the
telecommunications industry, a view which we bediévshared by many others. As a result of ouriaitign of Embarqg on July 1, 2009 and
Qwest on April 1, 2011, our management team hasesgtully overseen the acquisition of two companiesh larger than us, resulting in a
nearly 700% increase of our revenues in less tlvaryears. Our executive compensation programsesiguded principally to:

. keep intact and strengthen our leadership t
. provide performanc-based reward opportunities that support growthautlencouraging excessively risky behav

. align the interests of our executives and shddeins by providing a majority of our executive campation in the form of lonterm
equity grants, an

. recognize and support outstanding effort, contrimngt and results

In this CD&A, we first summarize our CompernsatCommittee’s recent decisions and changes ictioes, as well as its general
compensation philosophy, its commitment to “payderformance” practices and its benchmarking prastiWe then describe our various
elements of compensation in detail. Finally, weedss in detail our compensation decision-makinggse and various other compensation-
related matters.
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Recent Compensation Decisions

Recently, the Compensation Committee reviethagd confirming that CenturyLink has substantiallgperformed peer companies based
on eight separate metrics measured over one ape-y@ar periods. See “ — Pay for Performance” below

Each of the following recent key compensatienisions of the Compensation Committee are disclissgreater detail further below.
. In February 2010, executive base salaries wereltefihanged, with one exception for an executivé wibelov-market salary

. We awarded annual bonuses for 2010 performancartaamed executive officers in amounts equak&?d of the target bonus
amounts as a result of ~performing our 2010 operating cash flow and 201d-user revenue goal

. In March 2010, the Committee granted long-termitggncentive compensation awards having highgregate grant date fair
values than those granted in 2009, reflecting the@ittee’s desire to provide long-term compensasipmarket competitive rates
and to recognize the increased scope and complexibe executive roles following the Embarq acquisitio

. In August 2010, the Committee made retention tgremour key employees designed to ensure cotyinfiieadership during the
period of completing the acquisition of Qwest amigégrating it into our operations. Except for tmarg to our CEO, who received
100% of his retention award in the form of restitstock, each of our top executives received aeuaf the value of his or her
retention grant in the form of a deferred cash dveanrd thre-quarters in the form of restricted sto

. In early 2011, the Committee once again left akige base salaries unchanged and authorized befus2011 using the same
target percentages of base salary used to deteg@ir@bonuse:

Recent Changes in Compensation Practices

Over the past year, the Committee refinedexacutive compensation structure and processesponse to changes in market practices
and shareholder input. Among other things, we:

. reduced our benchmark for target salaries fron¥8th to the 50th percentile of salaries paid ta peecutives

. restructured our change of control agreements &decutives to, among other things, eliminategtass-ups, generally reduce the
amount of cash severance payable thereunder, alienihe executives’ ability to unilaterally requpayments during “window
periods” one year after a change of control, addce the period of time following a change of cohtluring which severance
benefits are availabl
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eliminated tax gro:-up payments on our sg-dollar insurance policies for executivi
adopted an ar-hedging policy applicable to our employees andotines,

further increased our emphasis on performanceebasmpensation by granting performance-basedatestistock as part of our
annual lon-term incentive compensation awar

adopted mandatory stock ownership guidelines foreaacutives and outside directc
engaged an independent compensation consultanpreli@es no other services to us, i

incorporatec”clawbacl” provisions into a wider array of our incentive adsa

In the past several years, we have also:

eliminated our practice of making separate casimgays in lieu of providing perquisites that we tarated in 1999, an

discontinued our supplemental executive retirdméan, and froze benefit accruals under our definenefit plans for non-
represented employe

General Compensation Philosophy

We generally compensate our senior managetnentgh a mix of salary, annual bonuses, long-teguity compensation and employee
benefits designed to be market-competitive andlfigaesponsible, and to reward annual and ltarga performance that we believe correl
with maintaining and increasing lortgem shareholder value. We review the compensatiichto comparable executives at peer compani
help us achieve these goals and ensure the coimpedss of our pay practices.

Our general compensation philosophy inclutdedallowing key precepts:

Substantial amounts of our executives’ compeosatie dependant on our performance and are subjt risk of forfeiture if
the executives quit or engage in detrimental agti

With respect to each component of compensatiergenerally seek to pay compensation at the 50tteptle of compensation
paid to comparable employees at other companidsnwour peer group and as compared to broader puaiata.

We generally seek to base our execu’ annual cash incentive compensation principally upancompan-wide performance

48




Table of Contents

. Officers and managers with lower levels of resaility typically receive incentive compensatidrat places a greater emphasis
on individual, departmental or divisional go¢

. We seek to align the interests of our senior marsawith the long-term interests of shareholdersugh award opportunities that
can result in ownership of our Common Shares, withexecutives receiving a greater proportion efrttotal compensation in tl
form of equity grants compared to more junior cdfi

. In connection with determining the amounts of performance-based incentive compensation, we tsemonitor the
reasonableness of these programs by comparinggtiregate amount of compensation potentially paydidreunder to the total
amount of shareholder return or value created tiyeviof attaining targeted levels of performar

. Whenever possible, we attempt to promote teamwandkinternal equity by offering the same compeosdb executives whom
we expect to make roughly equivalent contributic

Pay for Performance

Currently, all of our executives’ annual boraspensation and half of their long-term equiteintive compensation is payable only if we
attain certain specified goals, thereby placingl@stantial portion of executive compensation & fi$ie other half of our executives’ long-
term equity incentive compensation is currenthdpaitime-vested restricted stock, the value ofolihis dependant on our performance over
an extended vesting period designed to createiadditincentives for our executives to focus ontansble, long-term growth.

As part of the Compensation Committee’s assens of the executives’ performance, it requestedhtependent consultant to measure
CenturyLink’s performance against its 14-compangrggoup discussed below based on eight separdteEsgrowth in revenues, cash
flow, EBITDA and diluted earnings per share; retamequity, investment and capital; and total shaider return) over one and three-year
periods. Reviewing data on these 16 separate ragtiie consultant determined that:

. CenturyLink ou-performed the 50th percentile of this group in 1the 16 metrics
. CenturyLink ou-performed the 75th percentile of this group in $h&f 16 metrics, an
. CenturyLink scored at or near the 100th percenfilinis group in 6 of the 16 metric

The Committee also noted that:

. CenturyLink’s acquisition of Embarqg on July 1080and Qwest on April 1, 2011 resulted in a ne@fd% increase in our
revenues in less than two years, as noted al
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. CenturyLink out-performed both of its operatiotaigets used to set management’s 2010 annual ésnas discussed further
below, anc

. CenturyLink accomplished this strong operatigreformance at the same time that its managemamt ¥eas immersed in
integrating Embarq into its operations and negotigthe acquisition of Qwes

For further information on the performancelgaelected by our Compensation Committee, seavdele- Annual Incentive Bonuses” and
“— Long-Term Equity Incentive Compensation.” Foora information on our recent financial performarsze Appendix A to this proxy
statement.

Use of Market Pay Data

We strive to set executive compensation atpaiitive levels. This involves, among other thingstablishing compensation levels that are
generally consistent with levels at other peer camgs with which we compete for talent.

Based on input from its compensation constjlthe Committee used the following tools in 20@®énchmark the compensation of our
executives against individuals who work in simijasituated positions at comparable companies:

. survey data compiled by the compensation consutiantaining compensation information about a 8n@age of public
companies generally similar in size to us,

. compensation data publicly disclosed by the folloyvi<-company peer grou,

DirecTV Group Inc Time Warner Cable In
Qwest Communicatior Dish Network Cory

Liberty Global Inc Cablevision Systems Co
Charter Communicatior Telephone & Data Systen
Level 3 Communications Ir US Cellular Cory
Windstream Cor| Metropcs Communications It
Global Crossing Lt Frontier Communication

In November 2010, the Committee revised i ggoup for prospective use in early 2011 bydplacing Qwest with Sprint Nextel and
(i) replacing Charter Communications (which contptba Chapter 11 bankruptcy reorganization in 20d8) Comcast. Following the Qwe
merger, the Committee intends to substantiallymégare the peer group so that it better correspdodhe size and operations of the
combined company.

For additional information about how we sef fgrels, see “ — Our Compensation Decision-Makfngcess.”

Elements of Compensation

Our executive compensation for 2010 had fieg &lements:

50




Table of Contents

. annual cash sala
. annual cash bont
. long-term incentive awards, consisting of ti-vested and performar-based restricted stos

. one-time retention awards relating to the Qwegquesition, generally consisting of deferred casla@s and time-vested restricted
stock

. benefits under employee or executive benefit progr

The following table illustrates how our sendadficers’ 2010 compensation was allocated amoeglihee main components of recurring
compensation (excluding the one-time retention de/granted in August 2010).

Equity
Cash Compensatic Compensatiol
% from % from Shor- % from Lonc-
Salary Term Bonus Term Incentive:
CEO 8.2% 15.1% 76.7%
COO 13.1% 16.5% 70.£%
Other Executive VP 13.7% 14.€% 71.5%
Senior VP 14.9% 14.2% 70.7%
Executive Vice Chairma 16.9% 25.2% 57.%

Each element of our 2010 compensation is dssdi further under the headings below. In each oame information on how we
determined specific pay levels is located undehtading “ — Our Compensation Decision-Making Pssce
Salary

In early 2010 the Committee determined thatdkecutives’ then-prevailing salaries remainecegaly in alignment with their targeted
50th percentile salary levels based on data comhpieits compensation consultant. The Committeepted management’s recommendation
to maintain the salaries of each of our executifieers without change, with one exception for ae@itive with a below-market salary.

As described further below under the headirg Retention Grants”, the Committee awarded retangirants to key employees in the
second half of 2010. Although retention was thenpriy goal of these awards, the Committee alsomdi¢hey constituted an initial interim
step towards reducing pay disparities between xecwgives and those of Qwest and other larger carepa

In February 2011, the Committee again accept@dagement’'s recommendation to maintain execbtge salaries at 2010 levels.
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Annual Incentive Bonuses

General. We award annual cash bonuses to key employees lbbaisperformance objectives that, if attained,reasonably be expectec
maintain or increase our long-term shareholderevald to correspond to those paid to similaityated executives at comparable compa
We currently offer annual incentive bonuses to apipnately 2,180, or 11%, of our employees.

The 2010 bonuses paid to our named execufficers were calculated as follows:

Actual
Award
2010 Bonus Corporate as % ol
Salary X Target % x _Performance 91 = Bonus® Salary
Current Executives:
Glen F. Post, Il
Chief Executive
Officer and Presider $1,020,80!I 125% 14&% $1,888,48! 185%
Karen A. Puckett
Executive Vice
President and Chief
Operating Officel 663,90( 85% 14€% 835,15: 12€%
R. Stewart Ewing, Jr.
Executive Vice
President and Chief
Financial Officer 598,80( 85% 14£&% 753,24! 12€%
David D. Cole
Senior Vice President
— Controller and
Operations Suppol 435,40( 65% 14&% 418,83! 96%
Dennis G. Huber
Executive Vice
President — Network
Services 405,50( 65% 14&% 254,36: @) 63% (3
Former Executive:
Thomas A. Gerke
Executive Vice Chairma 900,00( 10C% 14€% 1,332,00! 14€%

(1) Calculated as discussed below un* — Corporate Target Percente”

(@ The Committee has discretion to reduce the ampayeble to the executive officers in accordandé thiis calculation, but choose not
to with respect to these 2010 bonut

(®  Calculated by multiplying $390,091, which is imount of the full annual bonus Mr. Huber would daeceived for a full year of
service, by 65%, which is the portion of the yeawhich Mr. Huber was employed by us; excludesdditenal bonus payment made
Mr. Huber as one of the components of the cashrarue payments made to him under the terms oflisrance arrangements with
Embarq.

These bonus amounts are reflected in the SuynB8wmpensation Table appearing below under theneol“Non-Equity Incentive Plan
Compensation.”
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Bonus Target Percentaged-or 2010, the Compensation Committee increasethtiget bonus percentages from those used int®009
enable us to offer bonus opportunities generalipgarable to those offered by our peers and toatetthe increased scope and complexity of
the executives’ roles following the Embarq acqiosit The Committee also sought to promote inteeglity and teamwork by applying the
same target bonus percentage to groups of exesuwtiile similar responsibility levels.

In March 2010, the Compensation Committeeteteto base the amount of the senior officers’ 281Qual incentive bonuses on whether
we attained “minimum,” “target” or “maximunthreshold levels of 2010 operating cash flow (dithbd at approximately $3.374, $3.552
$3.730 billion, respectively) and 2010 end-useenmes (established at approximately $5.033, $5028855.483 billion, respectively). In
each case, attainment of less than 95% of thettargeunt was designed to result in no bonus paynaedtattainment of more than 105% of
the target amount was designed to result in twiedbbnus payable for attaining the target levglesformance. For these purposes, (i)
“operating cash flow” meant our operating incomespdepreciation and amortization, excluding penaiwth post-employment benefit costs,
and (ii) “end-user revenues” meant our total opegatevenues less “network access” revenues andic@ther smaller revenue components
included in the category described as “other” rexseim Appendix A to this proxy statement. In bo#ses, we adjusted these amounts to
eliminate the effects of extraordinary or non-reyy transactions in accordance with procedurebhéurdescribed below. For purposes of
calculating the aggregate bonus payment, attainofehe operating cash flow and end-user revermgets were weighed 60% and 40%,
respectively.

The Committee selected these two 2010 mdigcause both correlate strongly with our stratebjectives, and maintaining and
increasing shareholder value. We believe (i) stroperating cash flow enables us to, among othag#hifund capital initiatives to expand ¢
business opportunities, to pay an attractive divil@nd to meet our debt obligations, and (ii) rexsetargets promote our strategic objective
of identifying new revenue sources designed toedffegeakness in our incumbent telephone business.

Corporate Target Percentagdn February 2011, the Compensation Committeesre®dl management’s assessment of our performance |
2010 as compared to the targets established iniVR0£0. Based on this process, the Committee dietednthat the aggregate rate of
attaining these goals (referred to in the tablevalas the “Corporate Performance Percentage”) wé%1calculated as follows:

Payout Payout
Percentag: Percentag
Relating to Relating to En- Corporate
Operating Cas Weighing User Revenu Weighing Performanc
Flow Goal® X Factor + Goal® X Factor = Percentag
166.8% 60% 118.6% 40% 148%

(1) With respect to each goal, the company exagdlde “target” goal (which is designed to resulfiipayout percentage of 100%) but did
not attain theé*maximun” goal (which is designed to result in a payout petage of 200%)
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Negative Discretion Each year, the Committee retains the right tdéatemally reduce, but not increase, the amounheftonus calculated
using the processes described above if the Conenbitbeves for any reason that it is unwarrantguaipsuch amount to any or all of the
executives. With respect to the 2010 bonus paym#rgsCommittee determined that there was no lasiffecting any such reductions.

Non-Executive BonusesCompared to our executive officers, the remairdeur senior officers have more diverse and iittlialized
sets of performance goals. When an officer or manhgs responsibility for a particular businesd, uivision or region, the performance
goals are typically heavily weighted toward the rgpienal performance of those units or areas. Qtfdividuals may receive individual
performance goals. Depending on the level of sépjdhese individuals may also receive a portibtheir bonus based on overall corporate
performance. As discussed below under the headi@mt Compensation Decision-Making Process,” th@®©Gipproves the performance
goals of substantially all of the non-executiveadfs under the general supervision of the CompgEms€ommittee.

Long-Term Equity Incentive Compensation

General. Our shareholder-approved long-term incentive camsption programs authorize the Compensation Cdeertid grant stock
options, restricted stock, restricted stock unitd @arious other stock-based incentives to keyqmersl. We believe stock incentive awards
(i) encourage key personnel to focus on our lomgrgeerformance, (ii) strengthen the relationshipwleen compensation and growth in the
market price of the Common Shares and thereby atigmagement’s financial interests with those ofsth@reholders and (iii) help attract and
retain talented personnel. During the first halR6f.1, we intend to offer long-term equity inceetoompensation awards to approximately
250, or 1%, of our employees.

2010 Executive Grantsin March 2010, the Committee granted the follaywrumber of restricted shares to our named exexofiicers:

No. of
No. of Time- Performanct
Vested Basec
Restrictec Restrictec Total Fair
Name®) Shares Fair Value® Shares Fair Value®® Value ®
Current Executives:
Glen F. Post, Il 63,20( $2,200,00!I 63,20( $2,200,00! $4,400,00!
Karen A. Pucket 27,57¢ 960,00( 27,57¢ 960,00( 1,920,00!
R. Stewart Ewing, J 21,37: 744,00( 21,37: 744,00( 1,488,00!
David D. Cole 15,857 552,00( 15,85¢ 552,00( 1,104,00!
Former Executive:
Thomas A. Gerk 38,78 $1,350,00!I 38,78: $1,350,00! $2,700,00!

@) Dennis G. Huber, an executive officer servingamal short-term employment arrangement describkeavbdid not receive an equity
grant in March 2010. For a description of the gggiant made to Mr. Huber under his short-term @yplent arrangement, see “ —
Other Benefit— Change of Control Arrangemer”

(@  For purposes of this chart, we value both timstee and performance-based restricted shares hiplyinlg the number of shares
granted to the executive by the 15-day volume-weigjlaverage closing price of our Common Shares fwithe grant date. In the
Summary Compensation Table, however, our perfore-basec
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restricted shares are valued as of the graetliised on probable outcome as required by SES.r8ke footnote 1 to the Summary
Compensation Table for more informatis

For more information on these grants, pleagebglow “Executive Compensation — Incentive Conspéion and Other Awards.”

Amount of Awards. Each year, the Committee generally determinesitesof equity grants based on the recipient’passibilities,
performance and duties, and on information furrdstye the Committes’ compensation consultant regarding equity incerghactices amor
comparable companies.

In determining the size of each officer's 2@tant, the Committee reviewed market data reggrding-term incentive compensation paid
to comparable executives at companies in the suamdypeer group data compiled by the independersutant. Based on this data, the
Committee determined that our executives were bgingided long-term compensation at below markiets.alThe amounts shown above for
2010 reflect increases in long-term incentive congpéion amounts over 2009 levels designed to asldnesdeficiency for each of our
executives other than the CEO. For the CEO, ther@ittiee elected to achieve the same goal over aysao-period through its 2010 and 2!
grants. The Committee also made some adjustmenglégt internal fairness considerations.

In establishing equity award levels, we revibe equity ownership levels of the recipients pridr awards, but do not place great weight
on this factor. We believe each annual grant ofiiterm compensation should match prevailing mgpkattices in order for our
compensation packages to remain competitive froan teeyear, and to mitigate the risk of competiwffering compensation packages to our
executives that have superior long-term incentitdareover, the accumulation of substantial awaasdgafded in reasonable annual
increments) significantly increases (i) each exgelg motivation to increase our share price amdai@ employed by us, (ii) the alignment of
the interests of the executives and our sharehoklt®d (iii) the likelihood that our executives wiject competing job offers that trigger
equity forfeitures. For these reasons, we do rextgobreat weight on equity ownership levels orrggi@ants in connection with granting new
awards.

Types of Awards We strive to pay equity compensation in formg traate appropriate incentives to optimize peréoroe at reasonable
cost, that minimize enterprise risk, and that amaetitive with incentives offered by other commemiSince 2008, the Committee has elected
to issue all of our long-term equity compensaticengs in the form of restricted stock for a varietyeasons discussed in our prior proxy
statements, including the Committee’s recognitibthe growing use of restricted stock by our pebran effort to increase the link between
our performance and executive compensation, in ot and 2011 the Committee issued half of theevaf the executives’ long-term
awards in the form of performance-based restristedk, with the other half being in the form of &imested restricted stock.

For information on the vesting terms of ouniggawards, see “Executive Compensation — Incenfempensation and Other Awards —
Outstanding Awards.”
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Retention Grants

As contemplated under our merger agreemeht @itest, we implemented in mid-2010 a retentiorg@m designed to ensure that over
200 of our top officers and managers had adequa@ntives to remain employed with us through cotigrieof the Qwest acquisition and the
critical period of integration thereafter. In costien with implementing this plan, in August 20h@tCommittee made deferred cash and
equity grants to our executives. One-quarter ofttaat date fair value of each executive grant isted of a deferred cash award, with the
remainder payable in shares of time-vested resttistock, except for the CEO, who received allisfdward in restricted stock.

Recipients of deferred cash awards receivédbhtheir cash payment on April 1, 2011, the ahgsdate of the Qwest acquisition, and will
be entitled to receive the other half on April 012, the first anniversary of such date, providezytremain employed by us on such date. The
restricted stock awards will vest in three equatatiments on April 1, 2012, 2013 and 2014, coustig the first, second and third
anniversaries of the Qwest closing date. For mafigrination on these restricted stock awards, pleaséelow “Executive Compensation —
Incentive Compensation and Other Awards.”

Listed below is additional information on tteention grants made to our named executive offiteAugust 2010:

Number of Shares ( Deferred Casl Total Award
Name®) Restricted Stoc(?) Award Value ()
Glen F. Post, Il 127,31° $ 0 $4,593,59
Karen A. Pucket 38,29¢ 460,60: 1,842,32.
R. Stewart Ewing, J 34,54. 415,43: 1,661,67!
David D. Cole 22,40( 269,42: 1,077,61!

(1 Neither Dennis G. Huber, whose sl-term employment arrangements are described fubtblerv, nor Thomas A. Gerke, who resigned
December 15, 2010, received retention grants inu&tg010

(@ Based on the -day volum-weighted average closing price of our Common Sharies to the grant dat
The above-listed restricted stock grants eflected under the “Restricted Stock Awards” colusfithe Summary Compensation Table
appearing elsewhere below in this proxy statenidmder applicable SEC reporting rules, the defecash awards will not be reportable by

as compensation in our proxy compensation tablébpaid. Therefore, the deferred cash awards ateeflected in this year's Summary
Compensation Table.

Other Benefits

As a final component of executive compensatiam provide a broad array of benefits designdaketoompetitive, in the aggregate, with
similar benefits provided by our peers. We sumnesttiese additional benefits below.

Retirement Plans We maintain one or more traditional qualifiedidefl benefit retirement plans for most of our ergpls who have
completed at least five years of service, plusammore traditional qualified defined contributidf1 (k) plans for a similar group of our
employees. With respect to these qualified plarsmaintain nonqualified plans that permit our
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officers to receive or defer supplemental amoumesxicess of federally-imposed caps that limit tm@ant of benefits highly-compensated
employees are entitled to receive under qualifiadg When we assess overall compensation levetaifosenior management, we review
benefits expected to be received under these metineplans, but primarily focus on establishing pemsation programs that are competitive
with our peers. Additional information regardingr eetirement plans is provided in the tables ar@bagpanying discussion included below
under the heading “Executive Compensation.”

Effective January 1, 2011, we changed theergint benefits that we offer to our employeesaasqf our ongoing process to align overall
benefits for our legacy Embarg and CenturyLink esypks. In addition to changes to the benefits effemder certain of our 401(k) plans,
froze benefit accruals under our defined benefilspm plans for non-represented employees as ofdeer 31, 2010. These changes align
our retirement benefits closer to those offerediycompetitors, many of whom have previously @édcsimilar changes over the past
several years.

Change of Control ArrangementsAs described in more detail under “Executive Cengation — Potential Termination Payments —
Payments Made Upon a Change of Control,” in 200@mtered into agreements under which we agreetbtoede cash and other severance
benefits to each of our executive officers wheisrtinated under certain specified circumstancdsviiig a change of control of
CenturyLink.

Effective January 1, 2011, the Compensatiom@dtee restructured these predecessor agreenoeptsdpectively reduce benefits to m
closely align them with current market practicdésriggered, benefits under the restructured agesgminclude payment of (i) a lump sum
cash severance payment equal to a multiple offfieds annual cash compensation, (ii) the offisemnual bonus, based on actual
performance and the portion of the year served(i@hdertain continued welfare benefits for a ited period.

We believe these benefits enhance sharehoddiee because:

. prior to a takeover, these protections help uetouit and retain talented officers and to hefpntain the productivity of our
workforce by alleviating concerns over economiausiég, and

. during or after a takeover, these protectionsdiplour personnel, when evaluating a possible legsiscombination, to focus on
best interest of CenturyLink and its shareholdans (ii) reduce the risk that personnel will acgeptoffers from competitors
during takeover discussior

Under our restructured agreements, changerdfal benefits are payable to our executive ofédéwithin a certain specified period
following a change in control (referred to as tpeotected period”) the officer is terminated withcause or resigns with “good reason,”
which is defined to include a diminution of respibiigies, an assignment of inappropriate duties] a transfer of the officer exceeding 50
miles. We have filed with the SEC copies of outnegured change of control agreements.

The table below shows, both for the origirgie@ments and the restructured agreements, (igiigéh of the “protected period” afforded to
officers following a change of control and (ii)
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the multiple of salary and bonus payment and yetweelfare benefits to which officers will be et if change of control benefits become
payable under such agreements and related policies:

Original Arrangement Restructured Arrangemer
Multiple of Years of Multiple of Years o
Protectec Annual Cast Welfare Protectec Annual Cast Welfare
Period Compensatio Benefits Period Compensatio Benefits
CEO 3 year 3 times 3 year 2 year 3 times 3 year
Other Executive 3 year 3 times 3 year 1.5 year 2 times 2 year
Other Officers 1-2 year® 1-2 time«® 1-2 year® 1lyea 1 time 1 yeal

(1) The original arrangements provided two ygargwo times) for our most senior non-executiviécefs, 1.5 years (or 1.5 times) for the
next level of senior officers, and one year (or tme) for all other officers

The recent restructured agreements also progply:
. eliminated the prior right of executives to be reursed for taxes imposed as a result of receitieg thange of control benefii

. eliminated the prior right of executives to utelally request full payment of their severancediém during “window periods”
arising one year after a change of control, regasdbf whether the executive had been adverselgatag by the transaction, a

. narrowed the rights of executives to claim thaythave“good reasc” to resign with full severance benefi

Completion of the Embarq merger constituteth@ange of control of CenturyLink, as defined unolar predecessor change of control
agreements. In connection with the Embarg merdjesf &enturyLink’s named executive officers agrdedvaive some, but not all, of their
rights under their predecessor change of contn@eagents, which continue to govern their rightdhwéspect to the change of control
resulting from the Embarg merger. Our directors &lgaived certain rights to accelerated vestindhefrtoutstanding equity awards in
connection with the Embarq closing. For more infation on these waivers and certain benefit plannaiments implemented in connection
with the Embarq acquisition, please see our AprRBLO proxy statement.

Completion of the Embarq merger also constitiet change of control of Embarq, as defined ukdd#vargs severance arrangements. F
to being amended in connection with the mergeselseverance arrangements were generally simitature to CenturyLink’s restructured
agreements. In connection with the Embarg merdesnias A. Gerke, Dennis G. Huber and four othermbé&rqg’s legacy senior officers
entered into agreements permitting them to resigm severance benefits (in most cases at 1.5 diifieés their annual compensation) during
“window periods” of varying lengths beginning atieaus specified dates following the merger. On Nag010, Dennis G. Huber resigned
and began receiving severance pay under his agreefteereafter, at our request, Mr. Huber agrea@jtmin us as an executive officer
beginning on September 7, 2010 principally to 4ssidn consummating the Qwest acquisition andseaing the initial phases of the post-
closing integration of our systems with those of
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Qwest. Mr. Huber’s employment agreement dated S#mte 7, 2010 contemplates that he will continutihis role until the earlier of (i) one
year after the Qwest closing date, (ii) 30 daysrafte have hired his replacement or (iii) May 1120n connection with entering into tt
agreement, we granted Mr. Huber 75,000 sharesnefkiased restricted stock, which will vest on theier of the dates specified in the prior
sentence, assuming he remains employed with usghrsuch date. Effective December 15, 2010, Thofnazerke resigned and shortly
thereafter began receiving severance pay undexgheement.

For more information on our change of contmmhngements, see “Executive Compensation — Patérégrmination Payments —
Payments Made Upon a Change of Control.”

Reduction in Force Benefits Historically, we have paid severance benefitsdon union full-time employees who are terminated in
connection with a reduction in force. The amounamy applicable severance payment was based darthsnated employee’s tenure with us
and willingness to waive claims, and could rangenftwo to 52 weeks of the terminated employee’s lsadary or wages.

During 2011, we plan to adopt a replacemewgrsace plan that will provide severance bendditsur officers who are terminated in the
absence of a change of control transaction. WeWelhis replacement plan will help us retain atichet key employees, and align our
severance benefits closer to those of our peers.

Retention Programs In connection with the Embarqg merger, CenturyLamki Embarqg both adopted retention programs thatash
awards to various employees who agree to remainogreqh for certain specified periods to assist whith post-closing integration of the
companies. Executive officers did not participait¢hiese programs.

For similar reasons, both CenturyLink and Qvee®pted retention plans after entering into thee§ merger agreement. As noted above,
our executive officers received awards in August®Qnder the retention plan we implemented in cotioe with the Qwest acquisition.

Perquisites. Officers are entitled to be reimbursed for thetad an annual physical examination, plus relatadel expenses.

Under our aircraft usage policy, the CEO msg aur aircraft for personal travel without reimding us, and each other executive officer
may use our aircraft for up to $10,000 per yegrarsonal travel without reimbursing us. In all sgekes, personal travel is permitted only if
aircraft is available and not needed for supergelirsiness purposes. For purposes of valuing gradtneg the use of our aircraft, we
determine the incremental cost of aircraft usagarmhourly basis, calculated in accordance witHiegiple guidelines of the SEC. The
incremental cost of this usage, which may be sulistly different than the cost as determined uraltarnative calculation methodologies, is
reported in the Summary Compensation Table appgasfow under the heading “Executive CompensatiBach year the Compensation
Committee receives a report on the personal uagafft by senior management, and determines wehethnot to alter our aircraft usage
policy in any way. In early 2011, the Committeectdel to retain our aircraft usage policy. In conimecwith making this election, the
Committee determined that the policy was (i) pravgdvaluable and cost-effective benefits to ourceiees residing in a small city with
limited commercial airline service and (ii)
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enabling our executives to travel in a mannerwW®believe is more expeditious than commerciairarservice.

In 2006, the Compensation Committee approestfuctured insurance arrangements with our execaofficers that obligate us to pay
premiums on the executive officers’ respective seqental life insurance policies sufficient to pide/the same death benefits available
under the predecessor agreements, and entitlxéoaiteve officers to purchase additional post-egtient coverage at their cost. In mid-2010,
we eliminated the right of executives to receivatesl tax “gross-up” cash payments in amounts etguidle taxes incurred as a result of our
premium payments.

We maintain a pool of several corporate apantiin Monroe, Louisiana for use by our employegsed in other states who are required
regularly or periodically to work in our headquasteffices in Monroe. We believe these apartmeatetbeen more cost-effective for us than
lodging these individuals in hotel rooms duringithsits. We pay approximately $800 per monthdach such corporate apartment, while
our negotiated hotel rate in Monroe is approxime$dl00 per night. Several of our employees, inclgdvlessrs. Gerke and Huber, have
stayed in these apartments while working from oankte headquarters. Because we require Mr. Huber candition of his employment, to
work from our Monroe headquarters at least threes gar week, we have provided him an apartment trapool for his sole use. Given tl
he spends an average of ten nights in Monroe eacithnthere is no aggregate incremental cost to psovide Mr. Huber with this benefit.

Most years, we organize one of our regulardozeetings and related committee meetings as ardhetreat” scheduled over a long
weekend, typically in an area were we conduct dfmera. The spouses of our directors and execufiieeos are invited to attend, and we
typically schedule recreational activities for taagho are able and willing to participate.

For more information on the items under tléading, see the Summary Compensation Table appdaeiow under the heading
“Executive Compensation.”

Other Employee BenefitsWe maintain a stock purchase plan that enablest ai@ur employees to purchase Common Shares on
attractive terms. We also maintain certain broaskdamployee welfare benefit plans in which thecetiee officers are generally permitted
to participate on terms that are either substdptsilar to those provided to all other partiaipsior which provide our executives with
enhanced benefits upon their death or disabilitg. Al¢o maintain a supplemental disability planglesil to ensure disability payments to our
officers in the event payments are unavailable foamdisability insurer.

Our Compensation Decision-Making Process

Role of Compensation Committeehe Compensation Committee of our Board estaddisimplements, administers and monitors our
executive compensation programs, subject to thed®aversight. Specifically, the Committee (orubsommittee thereof) approves the
compensation payable to each executive officewedsas any other “senior officer” as defined ie tBommittee’s charter.

As described further below, the Compensatiom@ittee’s compensation decision-making processires|a careful balancing of a wide
range of factors, including:
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. the group and individual performance and respolits#isi of our executives

. the competitive compensation practices of otherpanmes

. the performance of our company in relation to ceegrg and our internal goa
. the risk characteristics of our compensation pnogaanc

. our strategic and financial imperativ:

Except with respect to annual cash bonusesCtdmmittee has not historically used quantitafitrenulas to determine compensation or
assign weights to the various factors considered.

The Compensation Committee also establishgdeiments, administers and monitors our directeh@nd equity compensation programs.

Since the completion of our acquisition of Ergon July 1, 2009, the Committee has focusedrgpen comprehensively reviewing ¢
compensation philosophy, strategies, policies aadtjges to ensure they:

. are appropriate for the larger combined comp

. further link our pay to company performan

. further reflect prevailin¢ best practice” and

. reduce differences in the prior pay practices efttiio predecessor compani

In anticipation of the Qwest acquisition, themmittee has taken preliminary steps towards agtgehese goals, but most of the
implementation of these initiatives are expecteddour in the future.

Role of Compensation ConsultantsSThe Committee engages the services of a compensamnsultant to assist in the design and review
of executive compensation programs, to determinethdr the Committee’s philosophy and practicege@asonable and compatible with
prevailing practices, and to provide guidance cetgg compensation levels based on industry tremdspractices.

The Committee changed its compensation caardilt late 2010. Prior to the change, PricewateshGoopers LLP, or PwC, had serve:
the Committee’s consultant since 2004. Before timb& g merger, PwC did not conduct any material amofinon-compensation consulting
work for us. Since 2009, however, management hasesl PwC to provide a variety of merger, humaoueces, and systems integration
services, first with respect to the Embarqg mergermore recently with respect to the Qwest merfgaC also provided sales and use tax
consulting services during 2009.

The table below sets forth the amount of fesd to PwC the last two years for compensatiorsaltimg and all other services.
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Compensatiol
Consulting Service All Other Service: Total Fees
2009 $161,00( $5,991,00! $6,152,00!
2010 315,00( 2,570,001 2,885,001

Following the completion of the Embarg merigemid-2009, the Committee undertook a comprehens@arch to retain a compensation
consultant for the combined company. The Commiteeted to use PwC for one more year, in part di&aC's ability to provide continuity
through the first post-merger compensation reviese@ss. In mid-2010, the Committee commenced anagiwnwide search for a
compensation consultant. In September 2010, then@itte® selected Hay Group as its new consultanting2010, the total amount paid to
Hay Group was approximately $41,000, all of whicmsvior compensation consulting services. Centulydimes not intend to engage Hay
Group for any non-compensation consulting servisiese of our executives have any prior relationshith Hay Group.

Review Processin each year since 2005, the Committee and Pve@ benchmarking data to determine median amourgalafy, annual
bonuses and equity compensation paid to executiv@parable to ours. In determining how much to censgte each officer, the Committee
also extensively reviewed a wide range of othetofac including:

. the office’'s individual performance and particular set oflsk

. the anticipated degree of difficulty of replacifg tofficer with someone of comparable experiencbsill,

. the role the officer plays in maintaining a cohesiwanagement team and improving the performanothefs,

. the role the officer may have played in any re@exttaordinary corporate achievemel

. the length of the offic’s service with us and within the telecommunicatioasistry,

. the office’s pay relative to other officers and employt

. the office’s prior compensation in recent years and, to dduniegree, his or her accumulated wealth undepmgrams
. the financial communi's assessment of managen’s performance, ar

. the recent performance of CenturyLil

In assessing our performance, we typicallyawhow our actual revenues, cash flows, net incanteother measures of financial
performance relate to amounts previously projebieds or market participants, as well as the resiflpeer telecommunications companies.
We also assess operational benchmarks, such asoess line losses or customer growth in relabasut competitors. Although we assess
each officer’s individual performance in connectigith
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establishing all components of compensation, wealfy weigh this factor more heavily for salaryteleminations and less heavily for
bonuses, which tend to be allocated among theesffiprimarily on the basis of their level of resgibility and pay grade.

Each year, we compile lists of compensatida dalating to each of our executives. These “tslfigets” include the executive’s salary,
annual cash incentive award, equity-based compensaerquisites, pension benefit accruals andratbmpensation. These tally sheets also
show the executives’ holdings of our Common Sharesaccumulated unrealized gains under prior edpsiged compensation awards. The
Compensation Committee uses these tally sheeisrview the total annual compensation of the atige officers, (ii) assess the executive
officers’ wealth accumulation from our compensatmwagrams and (iii) assure that the Committee ham@prehensive understanding of our
compensation programs.

Annual Bonus Procedures With the assistance of management and its comgtiensconsultant, the Compensation Committee s#isd
targets annually, and, under special circumstamoess frequently than annually. For several yeties Committee has administered our
annual bonus program substantially in the mann#ined above under “ — Annual Incentive Bonusedi&TCommittee is responsible for
approving for each year (i) the performance objesti (i) the “minimum,” “target” and “maximum” thshold levels of performance, (iii) the
weighing of the performance objectives, (iv) theoamt of bonus payable if the “target” level of pgrhance is attained and (v) the finally
determined amount of the bonus payments. Upon aatioplof the fiscal year, our actual operating tssare adjusted in accordance with the
Committee’s long-standing written procedures dessitjto eliminate the effects of extraordinary or-neeourring transactions that were not
known, anticipated or quantifiable on the dategbdormance goals were established. Then the $pécifius payments are calculated for
fiscal year using the formulas approved the preanby the Committee. These determinations andilegions are provided in writing to the
Committee for its review and approval. Since 2@, Internal Audit Department has reviewed thegerdeinations and calculations.

Under our annual bonus programs, the Commitige pay the annual bonuses in cash or stock. Sid@@, the Committee has paid these
bonuses entirely in cash, principally to diversifyr compensation mix and prevent us from over-nglyan equity grants.

Annual Equity Grant Procedures As explained further above, annual grants oflistaards to executives are typically made durirgy th
first quarter after we publicly release our earsin@rants of stock awards to newly hired executifieers who are eligible to receive them
are made at the next regularly scheduled Commitieeting following their hire date. Although we a@ currently granting options, we
maintain policies controlling when and how optio@eeise prices are determined. These policieswarargrized in our prior proxy
statements.

Role of CEO in Compensation Decisions. Althotige Compensation Committee is responsible fagxadtutive compensation decisions,
each year it receives the CEO’s recommendatiomicplarly with respect to executive salaries. Tmmmittee, in particular, values the
CEO'’s input and judgment regarding:

. the relative strengths and weakness of the ottegutives and their recent performar
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. the role these executives play in achieving ouratpenal and strategic goa
. internal equity issues that could impact cohesieamwork or the overall viability of the executigmup, anc
. the relative vulnerability of executives to jobisihtions from competitors

The Committee considers the CEO’s recommeaoidsithis one of the many factors it uses to estatdistpensation levels for each
executive.

In addition, the CEO is responsible for apjimgwthe annual salaries and bonuses of our nonaéixecfficers, including approval of
appropriate annual performance goals for sucheficThe CEO also approves all equity compensativards to the non-executive officers,
acting under authority delegated by the Compens&@mmmittee in accordance with our long-term ins@nplans. The Committee oversees
these processes and receives an annual reportie@EQO.

Risk AssessmentAs part of its duties, the Compensation Commidtesesses risks arising out of our employee comfiengolicies and
practices. Based on its most recent assessmer@pothenittee does not believe that the risks arifiogn our compensation policies and
practices are reasonably likely to materially adedr affect us. In reaching this determination,hage taken into account the risk exposures
of our operations and the following design elemefitsur compensation programs and policies:

. our balance of annual and I-term compensation elements at the executive andgeanent levels

. our use of performance metrics that create inceatiir management to attain goals well aligned thiehshareholde’ interests
. the mult-year vesting of equity awards which promotes famusur lon-term operational and financial performan

. “claw-bacl” policies that provide safeguards against inappad@tiehavior, an

. bonus arrangements that are generally subjebettnegative discretion” of either the Committéar gxecutive officers) or senior
management (for other key employe«

We believe these features, as well as th& stemership requirements for our executive officeesult in a compensation program that
aligns our executives’ interests with those of shareholders and does not promote excessive lskgtan the part of our executives or other
employees.

Discontinuance of Supplemental Executive RetiremerRlan

As noted above, in early 2008 we decided $oatitinue our Supplemental Executive Retirement Byafreezing future benefit accruals
and permitting participants to receive in Janud@§2a lump sum distribution of the present valuthefr accrued plan benefits. For
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additional information on the effects of these @usi please see our Summary Compensation Tablarpgp®elow and our proxy statement
dated April 5, 2010.

Forfeiture of Prior Compensation

For over 10 years, all recipients of our egjaitmpensation grants have been required to cauaifcagree to forfeit certain of their awa
(and to return to us any cash, securities or aihsets received by them upon the sale of CommoreSteey acquired through certain prior
equity awards) if at any time during their employmeith us or within 18 months after terminationeshployment they engage in activity
contrary or harmful to our interests. The Compeansafommittee is authorized to waive these forfeitprovisions if it determines in its sole
discretion that such action is in our best intexédfe have filed with the SEC copies of our forneqfity incentive agreements containing
these forfeiture provisions. Our 2010 Executivei€ffs Short-Term Incentive Plan contains substiysanilar forfeiture provisions.

In addition, our Corporate Governance Guiddiauthorize the Board to recover compensation fomxecutive officer if the Board
determines that any bonus, incentive payment, yaqwrd or other compensation received by the @kecwas based on any financial or
operating result that was impacted by the execstimeowing or intentional fraudulent or illegal aturct. In addition, certain laws enacted in
2002 would require our CEO and CFO to reimbursfouscentive compensation paid or trading prodigsned following the release of
financial statements that are subsequently resthtedo material noncompliance with SEC reporteguirements caused by misconduct.
Additional laws enacted in 2010, which are expetteldecome effective in mid-2011, will require allour current or former executive
officers to make similar reimbursement paymentsonnection with certain financial statement restesets, irrespective of whether such
executives were involved with the mistake that eduhe restatement.

Stock Ownership Guidelines

Under our current stock ownership guideliries, CEO is required to beneficially own CenturyLithck equal in market value to at least
five times his annual base salary, and all othecetive officers are required to beneficially owenuryLink stock valued at least three times
their annual base salary. Each executive officertheee years to attain these targets.

Under our recently-enacted director stock asimi@ guidelines, each outside director must beradfy own CenturyLink stock equal in
market value to five times the annual cash retgiagable to outside directors. Each outside dirdus five years from the date they are
elected or appointed to attain this target.

For any year during which an executive or ioletglirector does not meet his or her ownershigetathe executive or director is expecte
hold 65% of the CenturyLink stock that he or shguaes through our equity compensation programslueing shares sold to pay related
taxes.

For additional information on our stock owriepsguidelines, see “Governance Guidelines.”
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Use of Employment Agreements

We have a long-standing practice of not primgdemployment agreements to our officers, althoagtonnection with the Embarg merger
we assumed several employment agreements applicalelgacy Embarg executives and became obligatpdtentially make severance
payments to key employees under their change df@agreements under the circumstances describ@eea\We also entered into a short-
term employment agreement with Dennis Huber in &aper 2010 for the purposes specified above.

Tax Gross-ups

After eliminating in 2010 the use of tax “gsesp” benefits in our executives’ change of conagleements and split-dollar insurance
policies, we continue to provide these tax benefitly (i) to a limited number of our officers undegacy employment agreements that will
lapse over the next couple of years and (ii) toauiside directors under our executive physicatjam described below under “Director
Compensation.” We do not intend to provide tax gropg benefits in any new compensation programs.

Anti-Hedging Policy
Under our insider trading policy, our employ@ad directors may not:
. purchase or sell shiterm options with respect to CenturyLink sha
. engage ir“short sale” of CenturyLink shares, ¢

. engage in hedging transactions involving Centinlglshares which allow employees to fix the val@igheir CenturyLink
shareholdings without all the risks of ownershigause them to no longer have the same interesigjectives as our other
shareholders

Other Compensation Matters

To the extent that it is practicable and cstesit with our executive compensation objectives seek to comply with Section 162(m) of
Internal Revenue Code and the regulations adop&dunder in order to preserve the tax deductilblitperformance-based compensation in
excess of $1 million per taxable year to each ofdfficers. However, if compliance with Section 189 conflicts with our compensation
objectives or is contrary to the best interestthefshareholders, we will pursue those objectiregmrdless of the attendant tax implication:
each of the last several years, we granted timeegesstricted stock that did not qualify as perfance-based compensation under
Section 162(m).
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed asalidsed with management the report included aboderuhe heading “Compensation
Discussion and Analysis.” Based on this review disdussion, the Compensation Committee recommetudigne Board that the
Compensation Discussion and Analysis report bauded in this proxy statement and incorporated @guioAnnual Report on Form 10-K for
the year ended December 31, 2010.

Submitted by the Compensation Committee of thedBafdDirectors.

Laurie A. Siegel (Chair)
Fred R. Nichols
Harvey P. Perry
Virginia Boulet

William A. Owens

EXECUTIVE COMPENSATION

Overview

The following table sets forth certain inforiina regarding the compensation of (i) our printigeecutive and financial officers, (ii) each
of our four most highly compensated executive efficother than our principal executive and findnaificers and (iii) one of our former
executive officers. In this proxy statement, we stimes refer to these individuals as the “nameit@f$.” Following this table is additional
information regarding incentive compensation, pem&enefits, deferred compensation and potentialitation payments pertaining to the
named officers. For additional information on tleenpensation summarized below and other benefiés;@empensation Discussion and
Analysis.”
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Summary Compensation Table

Restricted Non-Equity Change in
Name and Principal Stock Incentive Plan Pension All Other
Position Year Salary Awards () Compensation®  Value ®) Compensation®) Total

Current Executives:

Glen F. Post, Il 201C $1,020,80! $9,590,82. $1,888,48! $ 661,93¢ $1,414,40: $14,576,44.
Chief Executivt 200¢ 1,009,441 3,817,76. 891,61¢ 389,37¢ 1,358,80! 7,467,000
Officer and Presider 200¢ 1,000,00! 4,651,00! 864,50( 6,759,67! 1,079,05! 14,354,23

Karen A. Pucket 201C 663,87: 3,562,35! 835,15: 300,08 469,69t 5,831,15I
Executive Vict 200¢ 654,02: 1,431,78! 488,95 219,61: 476,59 3,270,97!
President and Chie 200¢ 640,77: 1,744,26! 468,72! 1,770,11! 447,37" 5,071,25:
Operating Officel

R. Stewart Ewing, J 201C 598,76 2,936,20: 753,24! 378,54 658,39( 5,325,14!
Executive Vict 200¢ 588,23 1,193,10! 359,89! 270,16: 466,06t 2,877,46!
President and Chie 200¢ 574,92: 1,453,46:. 344,09:. 2,778,64. 484,08« 5,635,201
Financial Officer

Dennis G. Hube®) 201( 307,45: 2,703,75! 254,36: 195,47¢ 1,752,410 5,213,45:
Executive Vice
President —

Network Service

David D. Cole 201C 435,38( 2,062,04! 418,83! 257,59¢ 301,70 3,475,56°
Senior Vice 200¢ 424,85: 773,20( 260,07 195,60¢ 288,98: 1,942,71.
President— 200¢ 412,82¢ 941,95¢ 247,07¢ 1,591,311 270,63¢ 3,463,81.
Controller and Operations
Support

Former Executive:

Thomas A. Gerk(" 201C 896,55! 3,066,49: 1,332,00! 349,15: 8,289,358 13,933,55
Former Executivt 200¢ 431,03! — 535,36 214,90¢ 285,23° 1,466,54.
Officer

(1) Except as otherwise noted for Mr. Huber and Gkrke, the amounts shown in this column retieetfair value of (i) awards of

(2)

(3)

(4)

restricted stock made in early 2010, 2009 and 20@®nnection with our program of making annualggarm incentive compensation
grants and (ii) additional awards of restricteccktmade in August 2010 in connection with a retanpirogram designed to incentivize
and retain our top personnel through the compledite of the Qwest acquisition and the initial gnégion period thereafter. In all such
instances, the fair value of the award has beesrméted as of the date of grant under FASB ASC @ @B (formerly SFAS 123(R)).
We value time-vested restricted shares using aay5+dlume-weighted average price. In 2010, a ponibthe shares of restricted stock
granted to each named executive (other than MreHukere performance-based restricted shares, velnechalued as of the grant date
based on probable outcome using Monte Carlo simualstThe aggregate value of all restricted staclrds granted to each named
executive in 2010, measured as of the grant dang as15-day volume-weighted average price andmsgumaximum performance of
his or her performance-based restricted shareddvimuas follows: Mr. Post, $12,388,053, Ms. Puiket,783,003, Mr. Ewing,
$3,882,171, Mr. Huber, $2,703,750, Mr. Cole, $2,983, and Mr. Gerke, $4,782,984. See footnotetlEsiti Stock Compensation
Plans” of the notes to our audited financial staets included i\ppendix Aor an explanation of material assumptions thatsed to
calculate the fair value of these stock awa

The amounts shown in this column reflect gaesyments made under our annual incentive bonus fitat actual performance in the
respective years. For additional information onriast recent bonus payments, see “— Incentive Cosgi®n and Other Awards —
2010 Award” below.

Reflects the net change during each of tlesyeeflected in the present value of the execsitizecumulated benefits under the defined
benefit plans discussed under “— Pension Benefitstivithstanding footnote 7 below, the amount shawtie table above for

Mr. Gerke reflects the change during the full ye2009 in the present value of his accumulatecfisnunder the Embarq Pension
Plan and Embargq SERP (described further under “asiBa Benefits”), both of which CenturyLink assunmedonnection with the
Embarg merger. The 2008 increases in value atibutible primarily to enhancements made to our &upental Executive Retirement
Plan in connection with discontinuing the plan aitributing account balances to each executivealditional information, see
“Compensation Discussion and Analy— Discontinuance of Supplemental Executive Retirenfbaih”

The amounts shown in this column are comgrédd(i) the payment of cash in lieu of previousiffered perquisites for all periods
through June 30, 2009, (ii) reimbursements forcitet of an annual physical examination, (iii) peraise of our aircraft,

(iv) contributions or other allocations to our aefil contribution plans, (v) the payment of premiwndife insurance policies, (vi) cash
payments to compensate the executives for any tagasred upon receipt of such life insurance prampayments (which is a benefit
that has been discontinued, effective January 112@vii) the value of dividends paid on t
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executives’ unvested restricted stock, aig €ertain severance benefits described furthdootnotes 6 and 8 below, in each case for
and on behalf of the named officers as follo

Life Insurance Tax Restrictec
Cash  Physical Aircraft Contributions Premiums Reimbursemer Stock Severanc
Name Year Allowance Exam Use to Plans Paid Payment Dividends Benefits Total
Current Executives:
Mr. Post 201C$ — $3,26¢ $ 6,940  $74,92¢ $191,59¢ $129,60¢ $1,008,07. $ —  $1,414,40
200¢ 18,76: 2,29 11,50( 76,52¢ 213,31¢ 144,29° 892,11 — 1,358,80!
200¢ 34,32( 4,53¢ 15,00( 94,34( 193,90: 131,16¢ 605,79! — 1,079,05
Ms. Pucket 201C — — 2,42 3,06/ 42,53 28,77( 392,91 — 469,69¢
200¢ 15,28( 2,891 3,52t 45,93! 44,25¢ 29,93¢ 334,77 — 476,59
200¢ 27,95( 4,93C 3,30C 54,23 71,51¢ 48,37¢ 237,07( — 447,37"
Mr. Ewing 201C — — — 37,42¢ 175,65! 118,82: 326,48¢ — 658,39(
200¢ 15,28( 3,12¢ 4,35 38,21« 75,30¢ 50,93¢ 278,85! — 466,06¢
200¢  27,95( — — 43,99 128,12: 86,66¢ 197,35: — 484,08
Mr. Huber 201C — — — 3,67t — — 119,61¢ 1,629,11: 1,752,41.
Mr. Cole 201C — — — 27,14¢ 33,89¢ 22,92¢ 217,73: — 301,70«
200¢ 15,28( 5,40( 27,547 35,53 24,03t 181,18t — 288,98:
200¢& 27,95( — — 31,58¢ 49,11¢ 33,22¢ 128,75( — 270,63¢
Former Executive:
Mr. Gerke 201( — — — 3,67t — — 521,71( 7,763,96! 8,289,35.
200¢ — — — 14& — — 285,09: — 285,23

()

(6)

(7)

Our cash allowance payments were eliminatedidiyear 2009. In addition to these benefits, wavigle Mr. Huber with an apartment
dedicated to his sole use from our pool of corpoegtartments because we require him to spendsittiea days a week at our Monroe
headquarters office. For the reasons discussedletse herein, there is no aggregate incrementaltegsovide this benefit to

Mr. Huber. The amounts shown in the chart abovaataeflect any benefits associated with partiéigain recreational activities
scheduled during board retreats. For additionarimation, see “Compensation Discussion and Analysi®ther Benefits —
Perquisite¢”

Prior to July 1, 2009, Dennis G. Huber seras@n executive of Embarg. Mr. Huber did not nez@iny long-term incentive
compensation grants in connection with our anneahigprogram in 2010 or any retention grant ofriet®td stock in August 2010, but
did receive a one-time grant of 75,000 sharessifioted stock in connection with entering into émployment agreement dated
September 7, 2010. This agreement is discussdtefuabove under “Compensation Discussion and AisalysChange of Control
Arrangement?”

As noted in footnote 4 above, includes sevegebenefits valued at $1,629,118 that accruedviarfof Mr. Huber in connection with his
termination of service on May 3, 2010, consistif@i)$607,500 of cash severance payments payahebkly between May 2010 and
November 2011, (ii) $273,375 of cash payments uhedrto compensate Mr. Huber for foregone bonussalpe in 2010 and 2011, (i
$52,855 of health and welfare benefits, includingptacement services and cash payments to compeMsaHuber for estimated
federal income taxes payable as a result of rewgiviese benefits, and (iv) $695,388 of accruedevattributable to the accelerated
vesting of Mr. Huber’s equity awards over the semee period. For more information on accrued bé&npéiyable to Mr. Huber in
connection with this termination of service, ¢ — Potential Termination Payme” below.

Thomas A. Gerke served as Executive Vice e between July 1, 2009 and December 15, 201d). tBrJuly 1, 2009, Mr. Gerke
served as Chief Executive Officer and Presideirobarg. Except as otherwise expressly providedimévghe

69




Table of Contents

(8)

contrary, the table above and the accompanyistosures below reflect 2009 compensation pai€égturyLink to Mr. Gerke since
July 1, 2009. Mr. Gerke did not receive eitherraglderm incentive compensation grant in connectidh our annual grant program in
2009 or a retention grant of restricted stock irgst 2010, but did receive a long-term incentiveapensation grant in connection with
our annual grant program in 20

As noted in footnote 4 above, includes savegebenefits valued at $7,763,969 that accruedviarfof Mr. Gerke in connection with his
termination of service on December 15, 2010, céing®of (i) 1,800,000 of cash severance paymenketpaid bi-weekly over the two-
year severance period, (i) $1,440,000 of cash gaymintended to compensate Mr. Gerke for foredpameises, paid in two eqL
installments in March 2012 and March 2013, (ii§)122,467 cash payment compensating Mr. Gerke fouad, unused vacation time,
paid in early 2011, (iv) $67,756 of health and wedfbenefits, including outplacement services asth payments to compensate

Mr. Gerke for estimated federal income taxes payabla result of receiving these benefits, an$4y333,746 of accrued value
attributable to the accelerated vesting of Mr. @&lequity awards over the severance period. Foe fimformation on accrued benefits
payable to Mr. Gerke in connection with this teratian of service, se'— Potential Termination Payme” below.

Incentive Compensation and Other Awards

2010 Awards The table and discussion below summarizes:

. the range of potential payouts under incentive Bawards that were granted in March 2010 with retsjoeperformance durir
2010,

. grants of time-vested restricted stock and thgeeof potential payouts under grants of perforreavesed restricted stock, in
each case made on March 8, 2010 as-term incentive compensatic

. grants of tim-vested restricted stock made on August 23, 2016ugunt to a retention program, &
. a one-time grant of time-vested restricted stoekle on September 7, 2010 to one of our executficeis under this shotierm
employment agreemer
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Grants of Plan-Based Awards

All other
Stock  Grant Date
Awards: Fair Value
Range of Payouts Under 2010 N¢- Estimated Future Share Payouts Unde Unvested of Stock
Type of Award Equity Incentive Plan Awards ) Equity Incentive Plan Awards @) Shares  Awards
Name and Grant Date ) Threshold ($) Target ($) Maximum ($) Threshold (#) Target (#) Maximum (#) #H® $®
Current Executives:
Glen F. Annual Bonus $638,00( $1,276,000  $2,552,00! — — — — % —
Post, Il T-V Grant (3/8/10 — — — — — — 63,200 2,199,99:
P-B Grant (3/8/10 — — — 31,60( 63,20( 126,40( — 2,797,23.
Retention Gran — — — — — — 127,31° 4,593,59
Karen A. Annual Bonus 282,14¢ 564,29: 1,128,58: — — — — —
Puckett T-V Grant (3/8/10 — — — — — — 27,57¢  959,99(
P-B Grant (3/8/10 — — — 13,79( 27,57¢ 55,15¢ — 1,220,64
Retention Gran — — — — — — 38,29¢ 1,842,32:
R. Stewar Annual Bonus 254,47" 508,94¢ 1,017,89 — — — — —
Ewing, Jr. T-V Grant (3/8/10; — — — — — — 21,37:  743,99:
P-B Grant (3/8/10 — — — 10,68 21,37 42,74¢ — 945,96¢
Retention Gran — — — — — — 34,547 1,661,67!
David D. Annual Bonus 141,49¢ 282,99 565,99: — — — — —
Cole T-V Grant (3/8/10 — — — — — — 15,857 551,98:.
P-B Grant (3/8/10 — — — 7,92¢ 15,85¢ 31,71¢ — 701,87!
Retention Gran — — — — — — 22,40 1,077,61!
Dennis G. Annual Bonus(®) 85,93« 171,86 343,73: — — — — —
Huber T-V Grant (9/7/10(" — — — — — — 75,000 2,703,75!
Former Executive:
Thomas A. Gerki Annual Bonus 450,00( 900,00( 1,800,00t — — — — —
T-V Grant (3/8/10 — — — — — — 38,782 1,350,00
P-B Grant (3/8/10 — — — 19,39 38,78 77,56¢ — 1,716,49

(1) “T-V” means “Time-Vested” and “P-B” means ‘ff@mance-Based”; all reference to “Retention Gram¢ans the awards of time-
vested restricted stock granted on August 23, 2

(2) These columns provide information on the ptiéd bonus payouts approved with respect to 2@rfopmance. For information on the
actual amounts paid based on 2010 performanceiarisee the column of the Summary CompensatioteTabeled “Non-Equity
Incentive Plan Compensation.” As described furthedow, the failure to meet the “minimum” threshédgels of performance would

result in no annual bonus payme

(3) Represents performance-based shares ofcteststock granted on March 8, 2010 to each namecléive except Mr. Huber, as

described in greater detail belc

(4) Represents tin-vested shares of restricted stock granted on M&r@010 and August 23, 2010, as described in greatail below
(5) Calculated in accordance with FASB ASC Tofi8 (formerly SFAS 123 (R)). We value time-vesthdrss using a 15-day volume-

weighted average price, while performance-baserestae valued based on probable outcome usingeM@enio simulations. See Note

1 to the Summary Compensation Table above for imfoemation.
(6) Reflects Mr. Hube's range of potential payouts adjusted to reflesskrvice as an employee for 65% of the y
(7) For additional information on Mr. Huber’s tested stock grant on September 7, 2010, see @beth to the Summary Compensation

Table above

Terms of 2010 Restricted Stock Awards.

March 8, 2010 GrantsThe restricted stock issued to our executivecef on March 8, 2010 consisted of awards of tiested restricted
stock and performance-based restricted stock.
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For each named officer, the shares of timsted restricted stock will vest in three equataiments on March 15 of 2011, 2012, and 2!
subject to the named officer’s continued employm&he holders of these time-vested restricted shameeive current dividends when paid
with respect to such shares.

For each named officer, half of the performeabased restricted shares will vest on March 1522Based on our two-year total
shareholder return for 2010 and 2011 as measurgdsidghe total shareholder return of the compariesprising the S&P 500 Index for the
same period. The other half will vest on March2®13, based on our thrgear total shareholder return for 2010, 2011 arfiP28s measur
against total shareholder return of the S&P 500pamies for the same period. All dividends relatethese performance-based restricted
shares are paid to the holder only upon the vestisgich shares.

In addition to the vesting described aboviepfathese time-vested restricted shares and pegoce-based restricted shares also vest upon
certain terminations of employment or a changeootml of the Company, as described in greaterildatder “ — Potential Termination
Payments.”

In the preceding “Grants of Plan-Based Awatdsle, the number of performance-based restrshades listed under the “target” column
for each named executive officer represents thebeurof shares actually granted to that officer doad will vest if we perform at the targeted
performance level, which is attaining total shatdaoreturn over the two- and three-year perfornegmeriods equal to the S(ercentile of
the total shareholder return of the companies cemgrthe S&P 500 Index for the same periods. Bwrhed executive officer has the
opportunity to receive a greater or lesser numbshares depending on our total shareholder réturelation to that of the S&P 500
companies, as illustrated further below:

Payout as % of

Performance Level Company's Percentile Ranl Target Award
Maximum > 75 percentils 20(%
Target 50t percentils 100%
Thresholc 25t percentils 50%
Below Thresholc < 25t percentils 0%

Amounts will be prorated if our rank is betweent(i¢ threshold and the target or (ii) the target gre maximum.

August 23, 2010 Retention Award Grant$e time-vested restricted stock issued to oacetive officers on August 23, 2010 was issued
pursuant to a retention program that we establiginednnection with our merger agreement with Qvaaded April 21, 2010. See
“Compensation Discussion and Analysis — Retentioan®.” These shares will vest in three equal iims&nts on April 1, 2012, 2013 and
2014, constituting the first, second and third garsaries of the Qwest closing date. The holdethesfe restricted shares receive current
dividends when paid with respect to such shares.

Other. All of these above-described awards are subjefttrfeiture if the officer competes with us or engagn certain other activities
harmful to us, all as specified further in
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the forms of incentive agreements that we havd filéh the SEC. See “— Potential Termination Paytsén

Outstanding Awards The table below summarizes information on staaioms and unvested restricted stock outstandif@eaember 3:

2010.
Outstanding Equity Awards at December 31, 201()
Option Awards Stock Awards
Number of Securities Underlying Equity Incentive Plan
Unexercised Options Awards ) All Other Stock Awards
Market Market Value
Option Option Value of of Shares tha
Unexercisable Exercise Expiration Unvested Unvested  Unvested Have Not
Name Exercisable (# (#) @ Price ($ Date Shares (# Shares ($ Shares (#)4 Vested
Current Executives
Glen F. Post, Il 200,00( — $ 45.9( 2/26/201° — $ — 11,70C $ 540,18¢
— — 23,400 1,080,37:
— — 76,43¢ 3,528,95:
— — 97,66¢ 4,509,23!
63,20( 2,917,94. 63,20( 2,917,94.
— — 127,31° 5,878,22
Karen A. Pucket 75,00( — 45.9( 2/26/201° — — 4,40 203,14¢
— — 8,80( 406,29t
— — 28,66¢ 1,323,46:
— — 36,62¢ 1,691,11!
27,57¢ 1,273,32 27,57¢ 1,273,27
— — 38,29¢ 1,768,121
R. Stewart Ewing, J 22,50(®) — 28.3¢ 2/25/201: — — 3,66( 168,98
62,10(® — 33.4( 2/17/201! — — 7,32 337,96«
62,50( — 35.41 2/20/201¢ — — 23,88¢ 1,102,81
62,50( — 45.9( 2/26/201° — — 30,52: 1,409,20
21,37: 986,79: 21,37 986,79:
34,541 1,594,75:
Dennis G. Hube® 24,097 — 66.71 5/11/201.: — — 18,291 844,49!
20,754 — 41.1¢ 2/22/201° — — 75,00( 3,462,75!
— 10,727 30.62 3/02/201
David D. Cole 40,50( — 45.9( 2/26/201° — — 2,40 110,80¢
— — 4,80( 221,61t
— — 15,48( 714,71.
— — 19,78( 913,24:
15,85¢ 732,16« 15,85 732,11¢
— — 22,400 1,034,20:
Former Executive:
Thomas A. Gerk(® 11,80¢ — 66.71 5/11/201.: — — 73,494 3,393,21
3,61« — 33.6¢ 2/11/201: 38,78: 1,790,56! 38,78: 1,790,56!
3,63t — 35.11 2/19/201:
13,007 — 35.11 3/27/201:
5,804 — 24.7: 2/10/201:
11,60¢ — 24.3¢ 2/10/201:
67,53( — 36.3( 2/08/201!
95,30¢ — 32.9( 2/07/201¢
49,41« — 41.1¢ 2/22/201°
87,51: 43,10: 30.62 3/02/201

(1) Allinformation on exercisability, vesting @market value is solely as of December 31, 20béneSof the options or restricted stock

listed above may have vested, become exercisallleaor exercised since such d
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(2) Our options generally vest at a rate of drigdtper year over the first three years of theytear option term. Our options expiring in
2014 and 2015 vested one-third immediately withréreainder vesting over the following two yearss@lin late 2005, the Company
accelerated the vesting of all then-outstandingpapt In addition, our options accelerate and beconmediately exercisable in full
upon a change of control of CenturyLink or if tleeipient dies, becomes disabled or reti

(3) Represents the performance-based portiomeofdstricted shares granted on March 8, 2010cHhg above assumes that we will
perform at “target” levels such that all performesfmased shares granted to each named executiveesiifully. See “ — 2010 Awards”
above.

(4) All shares listed under this column with amgrdate preceding 2009 are shares of restricoett hat generally vest at a rate of 20% per
year during the first five years after their grdate. All shares listed under this column with @20r 2010 grant date are share
restricted stock that generally vest at a ratenefthird per year during the first three yearsrafiat grant date. In addition, vesting of
our restricted stock accelerates upon a changertfal of CenturyLink or upon termination of thdioér's employment as a result of
death or disability, or, if permitted by the Compation Committee, retirement or termination by @Qeyitink, subject to certain
exceptions

(5 In 2006, Mr. Ewing transferred to his ex-wifptions entitling her to purchase up to 185,00tn@wmn Shares in the aggregate, of which
121,000 options have been exercised as of Decedih@010

(6) Except for the restricted stock granted to Muber by CenturyLink on September 7, 2010, abuals listed for Mr. Huber were granted
by Embarg and assumed by us in connection witlethbarg merge!

(7) Except for the restricted stock granted to @lerke by CenturyLink on March 8, 2010, all awdisted for Mr. Gerke were granted by
Embarg and assumed by us in connection with thedggnimerger

2010 Exercises and Vestinghe following table provides information on Comn®®hares acquired by the named officers during 2010 i
connection with the exercise of options and theingf restricted stock.

Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of
Shares Shares
Acquired Value Realized Acquired Value Realized
Name on Exercise On Exercise() on Vesting on Vesting®)

Current Executives:
Glen F. Post, Il $652,66t $5,637,54. 109,41: $3,782,83
Karen A. Pucket 210,00( 1,710,07: 41,06¢ 1,419,94.
R. Stewart Ewing, J@ — — 34,20: 1,182,55;
Dennis G. Hube 24,08¢ 150,14: 37,12 1,286,009
David D. Cole 189,00: 1,460,58! 22,25( 769,28t
Former Executive:
Thomas A. Gerk — — 130,14 5,262,55!

(1) Based on the closing price of the Common Shargbh@applicable exercise or vesting di

(2) Excludes 80,000 shares acquired by the eg-@fitMr. Ewing during 2010 (resulting in a valualized upon exercise of $980,028) with
respect to options transferred to her in 2(

Pension Benefits

Amount of Benefits. The following table and discussion summarizesganbenefits payable to the named officers (othan Dennis G.
Huber and Thomas A. Gerke) under (i) our retirenpdgut qualified under Internal Revenue Code Sectidi(a), which permits most of our
employees (including officers) who have completeldast five years of service to receive pensiamelies upon attaining early or normal
retirement age, and (ii) our nonqualified suppletakeplan, which is designed to pay supplementéamient benefits to officers in amounts
equal to the benefits such officers would otheniigego due to federal limitations on compensaéind benefits under qualified plans. We
refer to these defined benefit plans below
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as our Qualified Plan and our Supplemental Plapeaetively. The following table and discussion alammarizes pension benefits payabl
Dennis G. Huber and Thomas A. Gerke under Embaygalified retirement plan and nonqualified suppatal executive retirement plan. '
refer to these defined benefits plans below ag&thbarg Pension Plan and the Embarg SERP, respgctive

Pension Benefits

Present
Number of Value of
Years Credited Accumulated Payments During
Name Plan Name Service® Benefit @ Last Fiscal Year
Current Executives:
Glen F. Post, Il Qualified Plar 12 $1,256,77 $—
Supplemental Pla 12 1,280,05. —
Karen A. Pucket Quialified Plar 10 688,56 —
Supplemental Pla 10 471,67 —
R. Stewart Ewing, J Qualified Plar 12 1,333,75 —
Supplemental Pla 12 530,32( —
Dennis G. Hube Embarg Qualified Pla 23 308,36¢ —
Embarq SERI 23 390,85: —
David D. Cole Quialified Plar 12 966,53¢ —
Supplemental Pla 12 235,30¢ —
Former Executive:
Thomas A. Gerk Embarqg Qualified Pla 16 294,61: —
Embarg SERI 16 744,86¢ —

(1) Inaccordance with our plans and practidesse figures correspond to the named officers’reeatiCenturyLink or Embarg and its
predecessors, unless otherwise noted in the discusslow.

(2) These figures represent accumulated bereefitf December 31, 2010 (assuming the executivainsnemployed by us and begins
receiving retirement benefits at the normal retigatrage of 65), discounted from the normal retirginagie to December 31, 2010 using
discount rates ranging between 5.5% to 6.0%. S¢e Nbtitled “Defined Benefit and Other RetiremPteans” of the notes to our
audited financial statements includecAppendix Afor additional information

CenturyLink Pension Plans The aggregate amount of a participant’s total thlgrpension payment under the Qualified Plan and
Supplemental Plan is equal to the participant'syeéaservice since 1999 (up to a maximum of 3Gg)eaultiplied by the sum of (i) 0.5% of
his final average pay plus (ii) 0.5% of his finakaage pay in excess of his compensation subjebtial Security taxes. For these purposes,
“final average pay” means the participant’s avenagathly compensation during the 60 consecutivetmperiod within his last ten years of
employment in which he received his highest comatnis.

Under both of these CenturyLink retiremeninglathe compensation upon which benefits are bagedls the aggregate amount of the
participant’s salary and annual cash incentive boAithough the pension benefits described abosgmrvided through separate plans, we
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reserve the right to transfer benefits from the@emental Plan to the Qualified Plan to the exédlowed under Treasury regulations and
other guidance. The value of benefits transferoditi¢ Qualified Plan directly offsets the valueehefits in the Supplemental Plan. In 2005,
2006 and 2007, we transferred pension benefitse@ualified Plan, the incremental value of whidh e payable to the recipients in the
form of enhanced annuities or supplemental benefits

The normal form of benefit payment under baitthe CenturyLink retirement plans is (i) in these of unmarried participants, a monthly
annuity payable for the life of the participantddfi) in the case of married participants, an agally equivalent monthly annuity payable for
the lifetime of the participant and a survivor aitypayable for the lifetime of the spouse uponpheticipant’s death. Participants may elect
optional forms of annuity benefits under each @ad, in the case of the Qualified Plan, an anrthidy guarantees ten years of benefits, all of
which are actuarially equivalent in value to themal form of benefit. The enhanced annuities desdriin the prior paragraph may be paid in
the form of a lump sum, at the participant’s elauti

The normal retirement age is 65 under the ie@lPlan and the Supplemental Plan. Participardyg receive benefits under both of these
plans upon “early retirement,” which is definedatisiining age 55 with five years of service. Unideth of these plans, the benefit payable
upon early termination is calculated under formtifext pay between 60% to 100% of the base planfivamel 48% to 92% of the excess plan
benefit, in each case with the lowest percentagéysy to early retirement at age 55 and propogtety higher percentages applying to early
retirement after age 55. For additional informationearly retirement benefits, please see the eatilgment provisions of our pension plans,
copies of which are filed with the SEC.

Glen Post and Stewart Ewing are currentlyileligfor early retirement under the Qualified Péard Supplemental Plan.

Prior to 2008, we maintained a nonqualifiegamental executive retirement plan. In early 2@@8discontinued this plan by freezing
future benefit accruals and permitting participantseceive in January 2009 a lump sum distributibthe present value of their accrued plan
benefits. Each of the named officers received glsam payment in January 2009, and none has argimgm benefits under this plan.

Embarg Pension Plans As noted above, Dennis G. Huber and Thomas Aké&are participants in the Embarg Pension PlarEamnidarq
SERP, both of which we intend to maintain as sépgrians in the near term.

Embarg Pension PlanThe Embarg Pension Plan is a broad-based, tdiigdalefined benefit pension plan that provideséfits to
eligible employees of Embarq and its subsidia@=nerally, all active Embarg employees are eligiblparticipate in this plan. Benefits
under the Embarg Pension Plan are based on eaadigaant’s number of years of credited service #redparticipant’s eligible compensation.
The years of credited service for Mr. Huber and Glerke are based only on their service while elégibr participation in the Embarqg
Pension Plan.
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A participant’s eligible compensation undez fEmbarq Pension Plan is equal to base salaryeataircannual short-term incentive
compensation, plus any sales commissions and Isafess compensation amounts. The amount of compensatognized under the Embarq
Pension Plan is limited by the compensation limider the Internal Revenue Code (which was $245/9@010). The amount of benefits
provided under the Embarg Pension Plan are linitethe benefit limits of the Internal Revenue Céaaich for 2010 was $195,000
expressed in the form of an annual annuity begmaimormal retirement age).

For all participants, benefits under the Emiaension Plan, expressed as an annual annuitgriiegiat normal retirement age, are equal
to (i) 1.5% times average eligible annual compeasdbr the 60 months ending December 31, 19934gigears of service through Decem
31, 1993, plus (ii) 1.5% times eligible compensaarned after 1993 to the date of retirementromiteation. Mr. Huber was employed by
Embarq’s predecessor prior to 1993, and is theeadbigible for benefits calculated under both s of this formula. Mr. Gerke was
employed after 1993, and is eligible for benefakualated under only the second portion of thisnola.

Participants who are at least age 55 and h@we more years of service are eligible to eleetduced early retirement benefit. In
accordance with the provisions of the Embarq PenBlan, there is a 5% per year reduction in thégdant’'s accrued benefit for each year
the benefit commences prior to the employee’s nbreteement date. Also, in the event a participarnibvoluntarily terminated, not for
cause, as a result of a workforce reduction, pthosing or job elimination, and the sum of the gggaint’'s age and whole years of service
equals at least 75, the participant would be digfibr special early retirement benefits. Thera &B5% per year reduction in the participant’s
accrued benefit for each year the special earijeraent benefit commences prior to the participgntrmal retirement date.

Benefits for Mr. Huber and Mr. Gerke and matter participants under the Embarg Pension Plapayable only in the form of an
annuity with monthly benefit payments. Benefits enthis plan are funded by an irrevocable tax-exemugst.

Embarg SERP Embarg’s SERP is an unfunded, nonqualified definenefit pension plan designed to provide bengfiigible
employees of Embarq and its subsidiaries whosefilenader the Embarg Pension Plan are limitedhgyrestrictions of the Internal Revenue
Code. Benefits under the Embarq SERP are basedabnparticipant’'s number of years of credited serand the participant’s eligible
compensation.

A participant’s years of credited service urtthe Embarq SERP are based on the years an erepbayticipates in the Embarqg Pension
Plan unless a participant has previously receiviedng sum distribution of Embarq SERP benefits.

A participant’s eligible compensation undex Embarq SERP is the same as eligible compengatider the Embarg Pension Plan, but
without considering the compensation limits of theernal Revenue Code.

The Embarq SERP provides a benefit equaldgtirtion of a participant’s benefit that woulddzerued under the Embarq Pension Plan —
at the same rate of accrual — if the Internal Reee@ode limitations on amounts of benefits and amsption under the Embarq Pension

77




Table of Contents

Plan were disregarded. In particular, the benéditeach of Mr. Huber and Mr. Gerke under the EmMIBERP, expressed as an annual an
beginning at normal retirement age, are equal3@&bltimes eligible compensation earned to the diatetibtement or termination, minus the
accumulated annual annuity provided under the EqmBansion Plan beginning on his normal retiremgat a

Participants who are at least age 55 and h@we more years of service are eligible to rece@a®y retirement benefits, which are reduced
on the same basis as the benefit accrued undé&ntharg Pension Plan.

The benefits to Mr. Huber and Mr. Gerke urttierEmbarg SERP are payable only in the form adravuity with monthly benefit
payments. The Embarg SERP is unfunded and maidtaime book reserve account, and participantsearergl creditors with respect to the
payment of their benefits.

Recent Developmentés further discussed above in “Compensation Digonssnd Analysis — Other Benefits — Retirement Blawe
froze benefit accruals under our defined benefilspen plans for non-represented employees as ofibeer 31, 2010.
Deferred Compensation

The following table and discussion provide®imation on our Supplemental Dollars & Sense Phdrich is designed to permit officers to
defer a portion of their salary in excess of theants that may be deferred under federal law gangrmualified 401(k) plans.

Non-Qualified Deferred Compensation

Aggregate Executive CenturyLink Aggregate
Balance at Contributions Contributions Aggregate Aggregate Balance at
December 31 in in Earnings in Withdrawals/ December 31
Name 2009 2010 2010 20100 Distributions 2010
Current Executives:
Glen F. Post, Il $1,120,70! $151,18! $66,27¢ $163,67¢ — $1,501,84!
Karen A. Pucket 538,37¢ — — 66,23¢ — 604,61¢
R. Stewart Ewing, J 342,83( 40,78¢ 27,62 78,37 — 489,62
Dennis G. Hube® — — — — —
David D. Cole 276,08t 46,34, 18,15/ 51,52¢ — 392,11

Former Executive:
Thomas A. Gerk® — — — — _ _

(1) All of these amounts in this column reflect contitibns by the officer of salary paid in 2010 andaeted as 2010 salary compensatic
the Summary Compensation Tat

(2) This column includes our match of the offisaontribution under the terms of the plan. Weéheeflected all of these amounts as 2010
compensation in the column of the Summary Compansagble labele All Other Compensatio”

(3) Aggregate earnings in 2010 include interdisidends and distributions earned with respecteferred compensation invested by the
officers in the manner described in the text bel

(4) Neither Mr. Huber nor Mr. Gerke participates in @upplemental Dollars & Sense Pl
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Under our Supplemental Dollars & Sense Plartain of our senior officers may defer up to 25their salary in excess of the federal
limit on annual contributions to qualified 401(Kaps. For every dollar that participants contribtat¢his plan up to 5% of their excess salary,
we add an amount equal to the total matching pé&agerthen in effect for matching contributions magleis under our qualified 401(k) plan
(which for 2010 equaled the sum of all of the ali8% contributed and half of the next 2% contrdal)t All amounts contributed under this
supplemental plan by the participants or us maybested by the participants in the same broad/afanoney market and mutual funds
offered under our qualified 401(k) plan. Particiflamay change their investments in these fundeyatime. We reserve the right to transfer
benefits from the Supplemental Dollars & Sense Rlavur qualified 401(k) or retirement plans to theent allowed under Treasury
regulations and other guidance. The value of benfinsferred to our qualified plans directly effsthe value of benefits in the Suppleme
Dollars & Sense Plan. Participants in the Suppldaiddollars & Sense Plan normally receive payméiheir account balances in a lump
sum once they cease working full-time for us.

Potential Termination Payments

The materials below discuss payments and lienkét our officers are eligible to receive iejh(i) resign or retire, (ii) are terminated by
us, with or without cause, (iii) die or become tigal or (iv) become entitled to termination bersefallowing a change of control of
CenturyLink.

Notwithstanding the information appearing belgou should be aware that our officers have afjtedorfeit their equity compensation
awards (and profits derived therefrom) if they cetepwith us or engage in other activity harmfubtw interests while employed with us or
within 18 months after termination. Certain othempensation might also be recoverable by us ureléain circumstances after termination
of employment. See “Compensation Discussion andyaisa— Forfeiture of Prior Compensation” for mangéormation.

Payments Made Upon All TerminationsRegardless of the manner in which our employeegleyment terminates prior to a change of
control, they are entitled to receive amounts ehheing their term of employment (subject to tlaeemtial forfeitures discussed above). V
respect to each such terminated employee, suchramimelude his or her:

. salary and unused vacation pay through the daterwination, payable immediately in ce
. restricted stock that has ves

. benefits accrued and vested under our qualifiedsapglemental defined benefit pension plans, wityopts generally occurring
early or normal retirement ay

. benefits held in our qualified and supplemengdirged contribution plans, which the employee inagally free to receive at the
time of terminatior

. rights to continued health care benefits to themtequired by lawn
Payments Made Upon Voluntary or Involuntary Termitians . In addition to benefits described under the headmygediately above,
employees terminated by us without cause priorabamge of control are also entitled to:
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. exercise all vested options within 190 days oftdrenination datt
. keep all unvested tin-vested restricted stock if approved by our Compms&ommittee

. if the termination qualifies as a layoff, (i) ash severance payment in the amount described t@derpensation Discussion and
Analysis — Other Benefits — Reduction in Force Hégag (ii) receipt of their annual target incengivonus, and (iii)
outplacement assistance bene

None of the benefits listed immediately above agaple if the employee resigns or is terminatectéarse, except that resigning employ
are entitled to exercise their vested options wit80 days and employees terminated for cause ceqgitest the Compensation Committee to
accelerate their unvested time-vested restricmzkgivhich is unlikely to be granted).

Payments Made Upon RetiremenEmployees who retire in conformity with our retirent policies are entitled to:
. exercise all of their options, all of which accekerupon retirement, within three years of thelireenent date
. keep all unvested tin-vested restricted stock if approved by our Compms&ommittee
. payment of their annual target incentive bo
. pos-retirement life, health and welfare bene
. all of the benefits described under the hea“— Payments Made Upon All Terminatio”

In addition, an employee who retires from the Conypaill continue to vest in his or her unvestedfpenance-based restricted stock for the
remainder of the applicable performance periothdfemployee takes early retirement, this contiruesting opportunity only applies to a
reduced pro rata number of unvested shares, basée mumber of days he or she was employed dtmmgerformance period.

Payments Made Upon Death or DisabilityJpon death or disability, officers (or their esgtare generally entitled to (without duplical
of benefits):

. payments under our disability or life insurancenglaas applicabl

. exercise all of their options, all of which accelierupon death or disability, within two ye.
. keep all of their tim-vested restricted stock, whether vested or unve

. payment of their annual target incentive bo

. continued rights to receive (i) life, health amelfare benefits at early or normal retirement agehe event of disabilities of
employees with ten years of prior service, orH@nlth and welfare benefits payable to survivingilele dependents, in the event of
death of employees meeting certain age and semirerement:

. all of the benefits described under the headirgPayments Made Upon All Terminations,” except ffjatipon death benefits under
our retirement plans are generally available oalgurviving spouses and (ii) benefits payable totaléy
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disabled employees under our nonqualified defirakekt retirement plans may be paid prior to retieat age

Payments Made Upon a Change of ConttdlNe have entered into agreements that entitle ebotire@xecutive officers who are
terminated without cause or resign under certa@itifipd circumstances within certain specified pesifollowing any change in control of
CenturyLink to (i) receive a lump sum cash sevesgrayment equal to a multiple of such offiseshnual cash compensation, (i) receive :
officer’s currently pending bonus, and (iii) conteto receive certain welfare benefits for certgiacified periods. See “Compensation
Discussion and Analysis — Other Benefits — Charigéamtrol Arrangements” for (i) a description oktbenefits under these arrangements
prior to December 31, 2010 and the reduced levbeokfits under the successor agreements curiargffect, and (ii) information on the
severance arrangements applicable to our exeaffieers formerly employed by Embarq.

Under the above-referenced agreements, a gehiancontrol” of CenturyLink would be deemed t@ocupon (i) any person (as defined in
the Securities Exchange Act of 1934) becoming @heeficial owner of 30% or more of the outstandira®hon Shares, (ii) a majority of our
directors being replaced, (iii) consummation otaier mergers, substantial asset sales or similsinbss combinations, or (iv) approval by the
shareholders of a liquidation or dissolution of @eylink.

All of the above-referenced agreements prothéebenefits described above if the officer resigith “good reason,” which we describe
further under the heading “Compensation DiscusaihAnalysis — Other Benefits — Change of ControbAgements.” Except as
otherwise described under such heading, all ofé&werance arrangements for our executives areasiiady similar. We have filed copies or
forms of these agreements with the SEC.

In the event of a change in control of Centiml¢, our incumbent benefit plans generally proyidmong other things, that all restrictions
on outstanding restricted stock will lapse andatktanding stock options will become fully exeatite. In addition, participants in the
supplemental defined benefit plan whose serviteriminated within two years of the change in cdniritl receive a cash payment equal to
the present value of their plan benefits (aftevaliog age and service credits of up to three yddhe participant is terminated by us without
cause or resigns with “good reason”), determineaccordance with actuarial assumptions specifigdarplan. Certain account balances
under our Qualified Plan and Union 401(k) Plan aiflo fully vest upon a change of control of Ceyitink.

Under the terms of our 2011 Equity Incentil@nRto be submitted to a vote of the shareholdetiseameeting, incentives granted
thereunder will not vest, accelerate, become es&ipbé or be deemed fully paid unless otherwiseigeavin a separate agreement, plan or
instrumentSee‘Proposal to Approve the CenturyLink 2011 Equitgéntive Plan. We do not intend to provide for angtsaccelerated
recognition of benefits upon a change of controless the holder of incentives is also terminatedswithout cause or resigns with good
reason.

Estimated Potential Termination PaymentEhe table below provides estimates of the valugagiments and benefits that would become
payable if our current executives named below wemainated in the manner described below, in eask based on various assumptions, the
most significant of which are described in the ¢é&bhotes.
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As a result of the Embarq merger, our exeestivamed below are currently entitled to severapeefits if involuntarily terminated
without cause. See “Compensation Discussion andyAisa— Other Benefits — Change of Control Arrangens.”

Potential Termination Payments®)

Type of Termination of Employment

Termination
Type of Upon a

Termination Change of

Name Payment(®) Retirement ) Disability Death Control )
Glen F. Post, Il Annual Bonus $ 1,888,48! $ 1,888,48! $ 1,888,48! $ 1,888,48!
Equity Awards(®) 18,454,93 21,372,87 21,372,87 21,372,87
Pension and Welfar(”) — — — 479,36
Cash Severanc®) — — — 6,890,40.
$20,343,41 $23,261,35 $23,261,35 $30,631,12
Karen A. Pucket Annual Bonus $ 835,15: $ 835,15: $ 835,15: $ 835,15:
Equity Awards(®) 6,665,42. 7,938,74 7,938,74 7,938,74
Pension and Welfai(?) — — — 139,93:
Cash Severanc®) — — — 4,145,09.
$ 7,500,57! $ 8,773,89: $ 8,773,89: $13,058,92
R. Stewart Ewing, J Annual Bonus $ 753,24 $ 753,24! $ 753,24! $ 753,24
Equity Awards(®) 5,600,51. 6,587,30! 6,587,30! 6,587,30!
Pension and Welfai(”) 10,00( — — 340,63:
Cash Severanc®) — — — 3,738,57.
$ 6,363,75! $ 7,340,55! $ 7,340,55! $11,419,75
Dennis G. Hube® Annual Bonus $ 254,36: $ 254,36: $ 254,36: $ 254,36
Equity Awards(®) 844,49! 1,391,24! 1,391,24! 4,474,05!
Pension and Welfai(”) 1,80( — — 54,65¢
Cash Severanc®) — — — 568,65(
$ 1,100,65: $ 1,645,60: $ 1,645,60: $ 5,351,71
David D. Cole Annual Bonus $ 418,83! $ 418,83 $ 418,83 $ 418,83!
Equity Awards(®) 3,726,70: 4,458,86:! 4,458,86:! 4,458,86!
Pension and Welfar(”) — — — 681,29¢
Cash Severanc®) — — — 2,155,13
$ 4,145,53! $ 4,877,70: $ 4,877,70: $ 7,714,12

(1) As noted in footnote 8 to the Summary Compensdietrie above, Thomas A. Gerke resigned from Ceninkyan December 15, 201
and is entitled to receive the following in connectwith his resignation: (i) cash severance paysembe paid bi-weekly over the two-
year severance period, (ii) cash payments intetmledmpensate Mr. Gerke for foregone bonuses,ipaitdo equal installments i
March 2012 and March 2013, (iii) a cash paymentmemsating Mr. Gerke for accrued, unused vacatma,tpaid in early 2011,

(iv) continued health and welfare benefits, inchgdoutplacement services, and (v) continued vestingr. Gerke’s equity awards over
the severance perio

(2) All data in the table reflects estimates of theueabf payments and benefits assuming the namezkoffias terminated on December
2010. The closing price of the Common Shares oh date was $46.17. Except as otherwise noted imét® 9 below, the table reflec
only estimates of amounts earned or payable througl such date based on various assumptionsaPamiounts can be determined
only at the time of termination. If a named offieiuntarily resigns or is terminated with cause on she will not be entitled to any
special or accelerated benefits, but will be exitio receive various payouts of benefits thatagebefore the termination date. The te
reflects potential payments based upon a physisabdity; additional benefits may be payable ie ttvent of a mental disabilit
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(3)

(4)

()

(6)

(7)

(8)
(9)

As further described above, upon terminaibamployment, the named officers may become edtitb receive certain special,
accelerated or enhanced benefits, including tHd t@receive payment of their annual cash incerlbionus, an acceleration of the
vesting of their outstanding equity awards, cur@ngénhanced pension and welfare benefits, or sasbrance payments. The table
excludes (i) payments or benefits made under bbase:d plans or arrangements generally availalz# salaried full-time employees
and (ii) benefits, awards or amounts that the effigas entitled to receive prior to terminatioreafployment

Of the named officers, only Messrs. Post Bnihg are eligible to retire early under Centunj!sipension plans. The amounts reflected
under the “Retirement” column do not reflect theoamt of lifetime annuity payments payable uponyesetirement. Assuming early
retirement as of December 31, 2010, Messrs. PasEaing would have been entitled to monthly annpilyments of approximately
$18,123 and $13,034, respectively, over theirilifes, some of which, in the case of Mr. Ewing, rhaypayable to his ex-wife under a
qualified domestic relations order. For furtheiomhation, see the other footnotes bel

The information in this column assumes MrstP®s. Puckett, Mr. Ewing or Mr. Cole became éaditat December 31, 2010 to the
benefits under CenturyLink’s change of control agnents in existence on such date described abaer tt+- Payments Made Upon a
Change of Control” upon an involuntary terminatieithout cause. As described further under suchingadome of these benefits will
accrue immediately upon a change of control, rdgasdof whether the officer's employment terminafdsamounts are based on
several assumptions. Benefits payable under MreHahd Mr. Gerkes change of control agreements with Embarq areritbescfurther
in footnotes 1 and ¢

The information in this row (i) reflects thenefit to the named officer arising out of theaderated vesting of his or her stock options
and restricted stock caused by the terminatiomgdleyment, based upon the intrinsic method of v#dma (i) assumes that the
Compensation Committee would not approve the acatda of the named officer’s restricted stockhie event of an involuntary
termination, and (iii) assumes that the Compensafiommittee would approve the acceleration of sastricted stock in the event of
the early retirement of Messrs. Post or Ew

The information in this row reflects only threremental benefits that accrue upon an evetdrafination, and excludes benefits that
were vested on December 31, 2010. For informatiothe present value of the named officers’ accutadlaenefits under our defined
benefit pension plans, see “— Pension Benefits’'fan information on the aggregate balances ofidmaed officers’ non-qualified
deferred compensation, see “— Deferred Compensatianindicated above, the named officer would dscentitled to receive a
distribution of his or her 401(k) benefits and was other broz-based benefit:

The information in this row excludes, in ttese of disability or death, payments made by arste companies. For each of Ms. Puckett
and Messrs. Ewing and Cole, this amount includestitelerated payment of his or her August 23, 2i2férred cash retention awa

As noted in footnote 6 to the Summary Comp#ar Table above, Mr. Huber is entitled to recehe following in connection with his
resignation from CenturyLink on May 3, 2010: (isbaseverance payments to be paid bi-weekly ovet&amonth severance period tl
started on May 4, 2010, (ii) cash payments interidesbmpensate Mr. Huber for foregone bonuses,tpaya 2010 and 2011 at the
lower of actual results or his target opportundythe 18-month period following May 3, 2010, (iiyntinued health and welfare
benefits, including outplacement services, anddontinued vesting of Mr. Huber’s equity awardsrode severance period. These
benefits are reflected in the table above undeh#alinc” Termination Upon a Change of Cont”
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DIRECTOR COMPENSATION
Overview.The table and the discussion below summarizes hewompensated our outside directors in 2010. Tile &xcludes the four

directors added to the Board on April 1, 2011 inrection with our acquisition of Qwest.

2010 Compensation of Outside Directors

Fees Earned o Stock All Other
Name Paid in Cash Awards (1)) Compensation®) Total

Current Directors:

Virginia Boulet $ 134,50( $ 100,00( $ 18,56 $253,06:
Peter C. Browr 99,50( 100,00( 13,28¢ 212,78
Richard A. Gepharc 90,50( 100,00( 15,66¢ 206,16¢
W. Bruce Hank: 132,00( 100,00( 29,14 261,14
Gregory J. McCra 110,50( 100,00( 18,56: 229,06:
C. G. Melville, Jr. 123,00( 100,00( 18,56 241,56:
Fred R. Nichols 116,00( 100,00( 18,56 234,56:
William A. Owens 108,50( 300,00( 30,69 439,19!
Harvey P. Perr 208,00( 100,00( 29,39« 337,39
Laurie A. Siege 110,50( 100,00( 13,28¢ 223,78¢
Joseph R. Zimme 101,00( 100,00( 18,56: 219,56
Former Directors:

Stephanie M. Sher® 47,00( — 5,34¢ 52,34¢

(1) The amounts shown in this column reflectfdievalue of these awards on the date of grardrdehed under FASB ASC Topic 718
(formerly SFAS 123(R)). These grants vest overghrear periods (subject to accelerated vestingitam limited circumstances),
except that Mr. Owens received a grant of $200f608erving as Chairman of the Board that will vestMay 15, 2011. See “— Cash
and Stock Paymen”

(2) The following table sets forth, for each auésdirector, the total number of outstanding skaferestricted stock and stock options held
by them as of December 31, 20.

Restricted Stock

Name Stock Options
Current Directors:
Virginia Boulet 6,40: —
Peter C. Browr 5,05¢ —
Richard A. Gepharc 5,05¢ —
W. Bruce Hank: 6,402 —
Gregory J. McCra 6,40: —
C.G. Melville, Jr. 6,40: —
Fred R. Nichols 6,40: —
William A. Owens 10,95: —
Harvey P. Perr 6,40: —
Laurie A. Siege 5,05¢ —
Joseph R. Zimme 6,40: 13,66

Former Directors:
Stephanie M. Sher — —

(3) Includes (i) the amount of dividends paidumvested stock and (ii) reimbursements for the eabah annual physical examination and
related travel expenses (including payments mad@dctors to compensate them for any federal irctaes payable as a result of
receiving these benefits), as follov
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Dividends on
Unvested Physical Exam
Name Restricted Stocl Reimbursemen Total

Current Directors:

Virginia Boulet $ 18,56 $ — $18,56:
Peter C. Browr 13,28¢ — 13,28¢
Richard A. Gepharc 15,66¢ — 15,66¢
W. Bruce Hank: 13,91¢ 8,95¢ 22,87
Gregory J. McCra 18,56: — 18,56:
C.G. Melville, Jr. 18,56: — 18,56:
Fred R. Nichols 18,56: — 18,56:
William A. Owens 30,69¢ — 30,69¢
Harvey P. Perr 18,56: 5,721 24,28:
Laurie A. Siege 13,28¢ — 13,28¢
Joseph R. Zimme 18,56: — 18,56:
Former Directors:

Stephanie M. Sher 5,34¢ — 5,34¢

The amounts reflected above for physical exaimliursements include payments made to compertsatirectors for taxes payable as
a result of receiving such reimbursements. Excgpmitlerwise noted in this footnote, the chart atones not reflect (i) reimbursements
for travel expenses or (ii) any benefits associatitd participating in recreational activities sdided during board retreats. For
additional information, se*Compensation Discussion and Analy— Other Benefit— Perquisite¢’

(4) Served through May 20, 201

Cash and Stock Paymentdach director who is not employed by us (whichrefer to as outside directors or non-managemeecidirs)
is paid an annual fee of $50,000 plus $2,000 fienaling each regular board meeting, $2,500 fonditgy each special board meeting and
each day of the Board’s annual planning sessiah$arb00 for attending each meeting of a board citteen Outside directors who attend a
director education program are credited with attegndn extra special board meeting (and are reisgulfor their related expenses).

Currently, the Chairman of the Board reces@gplemental board fees at the rate of $200,009gzrpayable in shares of restricted stock.
The restricted stock issued to the Chairman on R13y2010 vests May 15, 2011, subject to acceleragsting under certain limited
circumstances. The Chairman’s duties are set fortlur Corporate Governance Guidelines. See “CatpdBovernance.”

Currently, Harvey Perry, in his capacity asfexecutive Vice Chairman of the Board, receivggpmental board fees at the rate of
$100,000 cash per year. The Vice Chairman’s cudstiés include, among others, (i) assisting thei@man by facilitating communications
among the directors and monitoring the activitiethe Board's committees, (ii) serving at the Chrain’s request on the board of any
company in which we have an investment, (iii) moniitg our strategies and (iv) performing certaie@xive succession functions.

Currently (i) the chair of the Audit Committeepaid supplemental board fees at the rate oftB®0per year and (i) the chair of the
Compensation Committee, the chair of the Nomina@onghmittee and the chair of the Risk Evaluation Gutiee are each paid supplemental
board fees at the rate of $10,000 per year.

During 2010 the Compensation Committee autledrieach outside director to receive shares ofieiest Stock valued at $100,000 (based
on the average closing price of the
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Common Shares during the 15 trading day periodegliag the date of issuance) that vest over a theaeperiod. In May 2011, the
Compensation Committee is expected to authorizenitas grant payable to each outside director sgywn the day after our 2011 annual
meeting.

Other Benefits. Each outside director is entitled to be reimbur@efbr expenses incurred in attending board androdtee meetings,
(i) for expenses incurred in attending directoueation programs and (iii) up to $5,000 per yeattie cost of an annual physical
examination, plus related travel expenses andstimated income taxes incurred by the directominnection with receiving these medical
reimbursement payments.

Our bylaws require us to indemnify our direstand officers so that they will be free from uadwncern about personal liability in
connection with their service to CenturyLink. Wevbaigned agreements with each of those individe@tsractually obligating us to provide
these indemnification rights. We also provide owectors with customary directors and officers ilipinsurance.

Directors may use our aircraft in connectidthweompany-related business. However, under auarait usage policy, neither directors nor
their families may use our aircraft for persongddrexcept on terms generally available to albbaf employees in connection with a medical
emergency). We have arranged a charter servicethatutside directors can use at their cost feir thersonal air travel needs. None of our
directors have used this charter service since.2007
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PERFORMANCE GRAPH

The graph below compares the cumulative stateholder return on the Common Shares with theutative total return of the S&P 500
Index and the S&P Integrated Telecommunicationgxrfdr the period from December 31, 2005 to Decer8ie2010, in each case assun
(i) the investment of $100 on January 1, 2006 @ginb prices on December 31, 2005, and (i) reitmest of dividends.

175.00 £177.09
5 16773
£126.53
$125.00 5115.78
F112.01
$100.00
$75.00
—e— CanturyLink Inc.
—— Standard and Poors 500
—&— S&P 500 Intagrated Telecom Services (1)
£25.00 T T T T T
2005 2006 2007 2008 2009 2010
December 31
2005 2006 2007 2008 2009 2010
CenturyLink $100.0¢ $132.5( $126.5: $ 89.07 $128.77 $177.0¢
S&P 500 Inde» 100.0( 115.7¢ 122.1¢ 76.9¢ 97.3¢ 112.0:
S&P Telecom Indel®) 100.0( 149.9¢ 177.1: 132.6: 141.1¢ 167.7:

(1) The S&P Integrated Telecommunication Serviodgx consists of AT&T Inc., CenturyLink, Fronti€mmunications Corporation,
Qwest Communications International Inc., Verizom@aunications and Windstream Corporation. The inidgublicly available
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TRANSACTIONS WITH RELATED PARTIES

Recent Transactions

We are one of the largest employers in Monko@jsiana and in several of our other markets, asguch, employ personnel related by
birth or marriage throughout our organization. Salef our executive officers or directors have fligrmembers employed by us, although,
none of them earn compensation in excess of the,8aQ4 threshold that would require detailed disates under the federal proxy rules.

Review Procedures

Early each year, our director of internal aditributes to the Audit Committee a written redisting our payments to vendors, including
a list of transactions with our directors, officersemployees. This annual report permits the ieddpnt directors to assess and discuss our
related party transactions. Although we have nm&dwritten pre-approval procedure governing relatarty transactions, our CEO typically
seeks approval of the board before engaging imamyrelated party transaction involving significantms or risks.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

The Securities Exchange Act of 1934 requitasexecutive officers and directors, among othter§ile certain beneficial ownership repc
with the Securities and Exchange Commission. DU, (i) each of our officers subject to thegmréng requirements filed one business
day late their Form 4 reports describing certakmt@ghholding transactions in connection with vagtof their restricted shares and (ii) one of
our directors, William A. Owens, filed late one Fo# report promptly upon learning of a sale of 87his Common Shares made without his
knowledge by his brokerage company.

OTHER MATTERS

Conduct of the Meeting

The Chairman has broad responsibility andllagthority to conduct the meeting in an orderlg éimely manner. This authority includes
establishing rules for shareholders who wish taesklthe meeting. Copies of these rules will béae at the meeting. The Chairman may
also exercise broad discretion in recognizing dialders who wish to speak and in determining trerebof discussion on each item of
business. In light of the number of business itemthis year’s agenda and the need to concludmésting within a reasonable period of
time, we cannot assure that every shareholder whloesw to speak on an item of business will be bt so.

Shareholder Nominations and Proposals

In order to be eligible for inclusion in oUMI2 proxy materials pursuant to the federal praxgs, any shareholder proposal to take action
at such meeting must be received at our principatetive offices by December 6, 2011, and must dpmfih applicable federal proxy rule
In addition, our bylaws require shareholders taifshr timely written notice of their intent to norate a director or bring any other matter
before a shareholders’ meeting, whether or not tisk to include their proposal in our proxy madési In general, notice must be received

by
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our Secretary between November 20, 2011 and Febti$ar2012 and must contain specified informationaerning, among other things, the
matters to be brought before such meeting and enimgethe shareholder proposing such mattershéfdate of the 2012 annual meeting is
more than 30 days earlier or later than May 1822@btice must be received by our Secretary witlirdays of the earlier of the date on
which notice of such meeting is first mailed torgmlders or public disclosure of the meeting dateade.) For additional information on
these procedures, see “Corporate Governance —tBirdomination Process.”

Annual Financial Report

Appendix Ancludes our Annual Financial Report, which is epted from portions of our Annual Report on FormKL@or the year ende
December 31, 2010 that we filed with the Securitied Exchange Commission on March 1, 2011. In exiditve have provided you with a
copy of or access to a separate booklet titled Zalew and CEO’s Message. Neither of these doctsngm part of our proxy soliciting
materials.

You may obtain a copy of our Form 10-K report withaut charge by writing to Stacey W. Goff, SecretaryCenturyLink, Inc., 100
CenturyLink Drive, Monroe, LA 71203, or by visiting our website at www.centurylink.com.

You may view online this proxy statement aeldted materials at www.envisionreports.com/ctl

By Order of the Board of Directors

/sl Stacey W. Goff
Stacey W. Goff
Secretary

Dated: April 4, 2011
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INDEX TO FINANCIAL ANNUAL REPORT
December 31, 2010

The materials included in this Appendix A are egtet from Items 5, 6, 7 and 8 of our Annual ReparForm 10-K for the year ended
December 31, 2010, which we filed with the Seasiéind Exchange Commission on March 1, 2011. PesséheForm 10-K for additional
information about our business and operations.

Information on Our Trading Price and Divider A-3
Selected Financial Da A-4
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior A-6
Financial Statements and Supplementary C

Report of Managemel A-32
Report of Independent Registered Public Accounfingn on Consolidated Financial Stateme A-33
Report of Independent Registered Public Accourfiiingn on CenturyLin’s Internal Control Over Financial Reporti A-34
Consolidated Statements of Inco A-36
Consolidated Statements of Comprehensive Inc A-37
Consolidated Balance She: A-38
Consolidated Statements of Cash Fle A-39
Consolidated Statements of Stockhol’ Equity A-40
Notes to Consolidated Financial Statemel A-41
Consolidated Quarterly Income Statement Informa A-80

* All references t¢*Note¢” in this Appendix A refer to these Note
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INFORMATION ON OUR TRADING PRICE AND DIVIDENDS

Our common stock is listed on the New YorkcRBtBxchange and is traded under the symbol CTL.folhewing table sets forth the high
and low sales prices, along with the quarterlyaiwids, for each of the quarters indicated.

Sales price Dividend pet
High Low common shal
2010:
First quartel $ 37.0( 32.9¢ 72t
Second quarte $ 36.7:¢ 14.1¢(1) 72t
Third quartel $ 40.0( 32.92 72k
Fourth quarte $ 46.81 39.1¢ 72k
2009:
First quartel $ 29.2¢ 23.41 .7C
Second quarte $ 33.62 25.2¢ .7C
Third quartel $ 34.0( 28.9( .7C
Fourth quarte $ 37.1¢ 32.2¢ .7C

(1) During the widely-publicized temporary markietruption that occurred on the afternoon of Mag@®L0, our common stock
momentarily traded as low as $14.16 in marketsratien the NYSE. The opening and closing pricesusfcommon stock on May 6,
2010, were $34.48 and $33.52, respectiv

Common stock dividends during 2010 and 2008 weaid each quarter. As of February 28, 2011¢thare approximately 35,000
stockholders of record of our common stock.

As described in greater detail in Item 1A aof &nnual Report on Form 10-K for the year endedddaber 31, 2010, the declaration and
payment of dividends is at the discretion of ouaibof Directors, and will depend upon our finahoésults, cash requirements, future
prospects and other factors deemed relevant bdhed of Directors.
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SELECTED FINANCIAL DATA

The following table presents certain selectmasolidated financial data as of and for eacthefyears ended in the five-year period ended
December 31, 2010. The results of operations oEthbarq properties are included herein subseqoets July 1, 2009 acquisition date.

The selected consolidated financial data shioglow is derived from our audited consolidatec@ficial statements. These historical results
are not necessarily indicative of results that gan expect for any future period. You should rdasl data in conjunction with Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations and our full consolidatedificial statements and notes thereto
contained in our Annual Report on Form 10-K for ylear ended December 31, 2010.

Selected Income Statement Data

Year ended December :

2010 2009 2008 2007 2006
(Dollars, except per share amounts, and shareg®sexl in thousand

Operating revenue $7,041,53. 4,974,23! 2,599,74 2,656,24. 2,447,73
Operating incom: $2,059,94. 1,233,10: 721,35. 793,07¢ 665,53¢
Net income attributable to CenturyLink, Ir $ 947,70 647,21. 365,73: 418,37( 370,02°
Basic earnings per she $ 3.13 3.28 3.5 3.7¢ 3.1t
Diluted earnings per sha $ 3.1: 3.2¢ 3.52 3.71 3.07
Dividends per common sha $ 2.9C 2.8C 2.167¢ .2€ .2E
Average basic shares outstand 300,61¢ 198,81: 102,26¢ 109,36( 116,67:
Average diluted shares outstand 301,29 199,05 102,56( 112,78 121,99(
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Selected Balance Sheet Data

December 31

2010 2009 2008 2007 2006
(Dollars in thousands
Net property, plant and equipme $ 8,754,47 9,097,13! 2,895,89: 3,108,37 3,109,27
Goodwill $10,260,64 10,251,75 4,015,67. 4,010,91 3,431,13
Total asset $22,038,09 22,562,72 8,254,19! 8,184,55! 7,441,00
Long-term debt, including current portion and short
term debr $ 7,327,58 7,753,71 3,314,521 3,014,25! 2,590,86.
Stockholder' equity $ 9,647,15! 9,466,79! 3,167,80: 3,415,811 3,198,96.
The following table presents certain selecimasolidated operating data as of the followingdat
December 31
2010 2009 2008 2007 2006
Telephone access lines | 6,504,00! 7,039,001 2,025,001 2,135,001 2,094,001
High-speed Internet customers 2,394,001 2,236,001 641,00( 555,00( 369,00(

(1) In connection with our Embarq acquisitionJily 2009, we acquired approximately 5.4 milliokepdone access lines and 1.5 million
high-speed Internet customers. In connection withMadison River acquisition in April 2007, we adaga approximately 164,000

telephone access lines and 57,000 -speed Internet custome
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MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

Overview

On July 1, 2009, we acquired Embarg CorponatiEmbarg”) in a transaction that substantiallparded the size and scope of our
business. The results of operations of Embargremteded in our consolidated results of operaticegiiming July 1, 2009. Due to the
significant size of Embarq, direct comparisons wf iesults of operations for the year ended Decer@be2010 (which includes a full year of
results of operations from our Embarq properti@s) Becember 31, 2009 (which only includes a hadiryaf results of operations from our
Embarq properties) with prior periods are less rmeginl than usual since most of the significantipgiover period variances are caused by
the Embarq acquisition. We discuss below cert&inds that we believe are significant, even if theynot necessarily material to the
combined company.

We are an integrated communications compainygpily engaged in providing a broad array of cominations services to customers ir
states, including local and long distance voicegleale network access, special access, high-$pesgdet access, other data services, and
video services. In certain local and regional merkee also provide fiber transport, competitivedloexchange carrier, security monitoring,
and other communications, professional and busiméssnation services. We operate approximatelyréilion access lines and serve
approximately 2.4 million broadband customers, Baseoperating data as of December 31, 2010. Hditiadal information on our revenue
sources, see Note 20. For additional informatiomwnacquisition of Embarq, see Note 2.
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During the years ended December 31, 2010 @66,2ve incurred a significant amount of diree expenses, the vast majority of which
directly attributable to our acquisition of Embaungd our pending acquisition of Qwest Communicatiotarnational Inc. (“Qwest”). In 2010,
we also recognized a $20.9 million reduction torapirg expenses related to a curtailment gain dperireezing of benefit accruals for non-
represented employees under our defined beneféigeplans. See Note 12 for additional informati®ach one-time expenses are
summarized in the table below.

Year ended December &
Description 2010 2009
(Dollars in thousands

Cost of services and product:

Integration related costs associated with our aiipm of Embarc $ 36,57 —
Severance costs and accelerated recognition ofé-4fzsed compensation and pension costs due to

workforce reduction 13,70: 5,704
Curtailment gain related to changes in our defipedefit pension pla (5,895 —

Selling, general and administrative

Integration related costs associated with our aiipm of Embarc 54,94 86,37
Severance costs and accelerated recognition of-$fzesed compensation and pension costs due to

workforce reduction 16,49( 114,46:
Transaction and other costs associated with owtipgracquisition of Qwes 22,26: —
Curtailment gain related to changes in our defipedefit pension pla (15,019 —
Transaction related costs associated with our attogui of Embarq, including investment banker and

legal fees — 47,15
Settlement and curtailment loss related to cegaatutive retirement plai — 17,83¢

Interest expense

Credit associated with certain debt extinguishm — (12,119

Other income (expense
Net charge associated with certain debt extinguésiia — 71,96¢
Charge incurred in connection with terminating $800 million bridge facility — 8,00(
$123,06: 340,37«

Based on current plans and information, weeekfo incur approximately $80-90 million of additel non-recurring integration related
operating expenses associated with our Embarqgsitigniin 2011 and $400-500 million of non-recugimansaction and integration related
operating expenses associated with our Qwest atignig1 2011, although actual amounts could vagyniicantly.

In addition, due to executive compensatiorntétions pursuant to the Internal Revenue Cod@&ragn of the lump sum distributions
related to the termination of an executive retiratyptan made in the first quarter of 2009 is rafecas non-deductible for income tax
purposes and thus increased our effective
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income tax rate. Certain merger-related costs necuduring 2010 and 2009 are also non-deductiblefmme tax purposes and similarly
increased our effective income tax rate. In 2008hsncrease in our effective tax rate was paytiaifset by a $7.0 million reduction to our
deferred tax asset valuation allowance associaitbdstate net operating loss carryforwards. In &oldj in 2009 and 2008, we recognized net
after-tax benefits of approximately $15.7 milliomda$12.8 million, respectively, primarily relateglthe recognition of previously
unrecognized tax benefits. See Note 13 and “IncbaneExpense” below for additional information.

Upon the discontinuance of regulatory accaounéffective July 1, 2009, we recorded a one-tino®-cash extraordinary gain that
aggregated approximately $218.6 million before medax expense and noncontrolling interests ($18@lln after-tax and noncontrolling
interests). See Note 16 for additional information.

During the last several years (exclusive ofuggitions and certain non-recurring favorable atijents), we have experienced revenue
declines in our voice and network access reventeggly due to declines in access lines, intrastaicess rates, minutes of use, and federal
support fund payments. In an attempt to mitigagséhdeclines, we plan to, among other thingsy@inote long-term relationships with our
customers through bundling of integrated serviiggrovide new services, such as video and o#itlelitional services that may become
available in the future due to advances in techmglwireless spectrum sales by the FCC or improvesnia our infrastructure, or agency or
reselling arrangements with other carriers, (iip\ypde our special access, broadband and premiwites to a higher percentage of our
customers, (iv) pursue acquisitions of additiormhmunications properties if available at attracpiviees, (v) increase usage of our networks
and (vi) market our products and services to nestaruers.

In addition to historical information, this managent’s discussion and analysis includes certain &odMooking statements that are
based on current expectations only, and are subgeatnumber of risks, uncertainties and assumptiomany of which are beyond our
control. Actual events and results may differ miatsr from those anticipated, estimated or projetteone or more of these risks or
uncertainties materialize, or if underlying assuiops prove incorrect. Factors that could affectumdtresults include but are not limited to:
the timing, success and overall effects of competftom a wide variety of competitive providetse trisks inherent in rapid technological
change; the effects of ongoing changes in the etgul of the communications industry (includingglarising out of the FCC’s proposed
rules regarding intercarrier compensation and theilgrsal Service Fund and the FCC's related Nott@roposed Rulemaking released on
February 8, 2011); our ability to effectively adjus changes in the communications industry andhgka in the composition of our mark
and product mix caused by our recent acquisitians;ability to successfully integrate Embarq inir @perations, including the possibility
that the anticipated benefits from the Embarq mecg@not be fully realized in a timely manner oradlt or that integrating Embarq’s
operations into ours will be more difficult, distiye or costly than
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anticipated; our ability to successfully complete pending acquisition of Qwest, including timedgeiving all regulatory approvals and
realizing the anticipated benefits of the transawtiour ability to effectively manage our expansigportunities, including retaining and
hiring key personnel; possible changes in the dehian or pricing of, our products and servicesy @bility to successfully introduce new
product or service offerings on a timely and ~effective basis; our continued access to creditkets on favorable terms; our ability to
collect our receivables from financially troubledmmunications companies; our ability to pay a $2080 common share dividend annually,
which may be affected by changes in our cash reqénts, capital spending plans, cash flows or fif@rposition; unanticipated increases
in our capital expenditures; our ability to succksly negotiate collective bargaining agreementseasonable terms without work
stoppages; the effects of adverse weather; otls&s nieferenced from time to time in our Annual Re@o Form 10-K for the year ended
December 31, 2010, or other of our filings with Securities and Exchange Commission, or SEC; ameéffiects of more general factors si
as changes in interest rates, in tax rates, in aotimg policies or practices, in operating, medigaénsion or administrative costs, in general
market, labor or economic conditions, or in legt&a, regulation or public policy. These and othercertainties related to our business, our
pending acquisition of Qwest and our July 2009 dsitjan of Embarq are described in greater detailliem 1A of our Annual Report «

Form 1(-K for the year ended December 31, 2010, as updatedsupplemented by our subsequent SEC repontsshtald be aware that
new factors may emerge from time to time andnbtspossible for us to identify all such factors nan we predict the impact of each such
factor on the business or the extent to which areyar more factors may cause actual results tedffom those reflected in any forwe
looking statements. You are further cautioned agilace undue reliance on these forward-lookingesteents, which speak only as of the date
of our above-referenced Annual Report on Form 10M€.undertake no obligation to update any of ouwv&rd-looking statements for any
reason.
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Results of Operations

Net income attributable to CenturyLink, Inar 2010 was $947.7 million, compared to $647.2iatllduring 2009 and $365.7 million
during 2008. Net income before extraordinary iteas8947.7 million, $511.3 million and $365.7 mitlitor the years ended December 31,
2010, 2009 and 2008, respectively. Diluted earnpeysshare for 2010 was $3.13 compared to $3.2809 and $3.52 in 2008. Diluted
earnings per share before extraordinary item f@920as $2.55. As mentioned in the “Overview” sattove, we incurred a significant
amount of one-time expenses in 2010 and 2009 cefatacipally to our acquisition of Embarg and @ending acquisition of Qwest. The
increase in the number of average shares outs@mi2010 and 2009 is primarily attributable to tmenmon stock issued in connection with
our acquisition of Embarq on July 1, 2009 (suchrehare included for a full year in 2010 and a faHr in 2009).

Year ended December & 2010 2009 2008
(Dollars, except per share amout
and shares in thousanc

Operating incom $2,059,94. 1,233,10: 721,35.
Interest expens (557,479 (370,41 (202,21)
Other income (expens 29,61¢ (48,17%) 42,25:
Income tax expens (582,95) (301,88) (194,35)
Income before noncontrolling interests and extramany item 949,13: 512,63: 367,03(
Noncontrolling interest (1,429 (1,379 (1,299
Net income before extraordinary ite 947,70! 511,25: 365,73:
Extraordinary item, net of income tax expense ammtontrolling interest — 135,95 —
Net income attributable to CenturyLink, Ir $ 947,70 647,21: 365,73:

Basic earnings per she

Before extraordinary iter $ 3.1¢ 2.55 3.5¢

Extraordinary iterr $ — .68 —

Basic earnings per she $ 3.1¢ 3.2t 3.52
Diluted earnings per sha

Before extraordinary iter $ 3.1¢ 2.55 3.52

Extraordinary iten $ — .68 —

Diluted earnings per sha $ 3.1¢ 3.2¢ 3.52
Average basic shares outstand 300,61¢ 198,81. 102,26¢
Average diluted shares outstand 301,29 199,05 102,56(

Operating income increased $826.8 million@A@ due to a $2.067 billion increase in operatimgenues and a $1.240 billion increase in
operating expenses. Operating income increased Bdillion in 2009 due to a $2.374 billion increaseperating revenues and a
$1.863 hillion increase in operating expenses. Suateases in operating revenues, operating expeargkoperating income in 2010 and
2009 were substantially due to our July 1, 2009&iiipn of Embarq.
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As mentioned in Note 16, we discontinued thgliaation of regulatory accounting effective Jaly2009. As a result of such
discontinuance, since the third quarter of 200%ease eliminated all intercompany transactions wathulated affiliates that previously were
not eliminated under the application of regulatacgounting. This has caused our revenues and ogeeadpenses to be lower by equivalent
amounts (approximately $104 million) for the yended December 31, 2010 as compared to the yead &etmber 31, 2009. Similarly,
our revenues and operating expenses for 2009 aer khan 2008 by approximately $108 million dugtte mid-year discontinuance of
regulatory accounting.

Operating Revenues

Year ended December & 2010 2009 2008
(Dollars in thousands

Voice $3,137,92. 2,168,48! 1,043,38!

Data 1,908,90. 1,202,28. 524,19

Network acces 1,079,67! 927,90! 651,03¢

Other 915,03 675,57( 381,12¢

Operating revenue $7,041,53. 4,974,23! 2,599,74

Beginning in 2010, we have reclassified rewsngenerated from subscriber line charges to “Vomenues from “Network access”
revenues to better align our presentation of sagbnues with others in our industry and we haveided revenues generated from our fiber
transport, CLEC and security monitoring operation®Other” revenues. Prior periods have been adjish reflect the new presentation.

Voice revenuedVe derive voice revenues by providing local excleatgdephone services and retail long distance ses\tb customers in
our service areas. The $969.4 million increaseoinesrevenues is primarily due to $1.047 billioradtitional revenues attributable to the
Embarq properties acquired July 1, 2009. The reimgi®77.8 million decrease is primarily due togi$35.3 million decrease due to a 6.2%
decline in the average number of access linestimegacy CenturyLink markets; (ii) a $13.7 millidecrease in custom calling feature
revenues primarily due to the continued migratibouwstomers to bundled service offerings at a loraée; (iii) an $11.1 million reduction in
long distance revenues due primarily to a decrgasenutes of use; and (vi) a $9.1 million reduatidue to the elimination of all
intercompany transactions due to the above-destdiszontinuance of regulatory accounting.

The $1.125 billion increase in voice revenme®009 is primarily due to $1.199 billion of revess attributable to the Embarqg properties
acquired July 1, 2009. The remaining $73.9 millifacrease is primarily due to (i) a $42.0 milliorcdase due to a 6.6% decline in the
average number of access lines in our incumberitetsr(ii) a $14.5 million decrease in custom ogllfeature revenues primarily due to the
continued migration of customers to bundled serofterings at a lower effective rate and (iii) a5
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million reduction due to the elimination of all @stompany transactions due to the discontinuancegoflatory accounting.

Total access lines declined 535,000 duringd2iimpared to a decline of 380,000 during 2009I¢eiieg access lines we acquired from
Embarqg on July 1, 2009 but including access linssih Embarqg’s markets following such acquisitione believe the decline in the number
of access lines during 2010 is primarily due todisplacement of traditional wireline telephonevemss by other competitive services and
recent economic conditions. Based on our currgahtin initiatives, we estimate that our access loss will be between 7.0% and 7.5% in
2011 (exclusive of the impact of access line losthé properties we expect to acquire from Qweg0ihl).

Data revenues We derive our data revenues primarily by providiighspeed Internet access services and data transmgsigices ove
special circuits and private lines. Data revennessiased $706.6 million in 2010 due to $735.1 omllbf additional revenues attributable to
Embarg. Excluding Embarq, data revenues decred®8 #illion due to a $52.9 million reduction duwethe elimination of all intercompany
transactions due to the discontinuance of regulaocounting. The remaining $24.4 million increasprimarily attributable to an increase in
DSL-related revenues principally due to growthtia humber of DSL customers and an increase inap@uiess revenues due to increased
demand for such services.

Data revenues increased $678.1 million in 20@9to $689.8 million of revenues attributablé&tobarg. Excluding Embarg, data reven
decreased $11.7 million due to a $51.4 million stun due to the elimination of all intercompangrisactions resulting from the
discontinuance of regulatory accounting. Such deseravas partially offset by a $38.5 million incee@s DSL-related revenues primarily due
to growth in the number of DSL customers in ounuimbent markets.

Network access revenu&¥e derive our network access revenues primarilinf(c) providing services to various carriers andtomers ir
connection with the use of our facilities to origie and terminate their interstate and intrastaigeviransmissions; (i) receiving universal
support funds which allows us to recover a portbour costs under federal and state cost recaveghanisms; (iii) receiving reciprocal
compensation from competitive local exchange cerg@ad wireless service providers for terminatimgjrtcalls; and (iv) offering certain
network facilities and related services to CLEQgh<Santially all of our interstate network accesgenues are based on tariffed access ch
prescribed by the FCC. Certain of our intrastatevaek access revenues are derived through accesgeshthat we bill to intrastate long
distance carriers and other LEC customers.
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Network access revenues increased $151.8mili 2010 and $276.9 million in 2009 due to thiéofeing factors:

2010 2009
INncrease INncrease
(decrease (decrease
(Dollars in thousands
Acquisition of Embarg on July 1, 20! $247,61" 347,68
Reduced recoveries from the federal Universal erkiigh Cost Loop support progre (35,81%) (12,969
Reduced intrastate revenues due to decreased simiuise, decreased access rates in certain atates
recoveries from state support fur (17,275 (35,406
Elimination of all intercompany transactions dughe discontinuance of regulatory accoun (21,509 (26,03)
Reduced partial recovery of operating costs thraegknue sharing arrangements with other telephone
companies, interstate access revenues and retuaieohas: (13,44) (5,930
Prior year revenue settlement agreements and (7,802) 9,51¢
$151,77: 276,86

As mentioned above, upon the discontinuancegilatory accounting effective July 1, 2009, vegdn eliminating all intercompany
transactions with regulated affiliates that pregiguvere not eliminated under the application gfulatory accounting.

We believe that access rates and minuteseofvilscontinue to decline in conjunction with l@ssof access lines and substitution of other
alternatives, although we cannot precisely estinfaenagnitude of such decrease. Complaints fijeahterexchange carriers in several of
operating states or state initiated legislationlaoifi successful, place further downward pres@meur intrastate access rates. We also expec
our network access revenues to continue to be inefgaimpacted in 2011 by a reduction in UniverSakvice Fund receipts. In addition,
delays in the migration of traffic of a wirelessriar off our networks in 2010 will reduce our opéng revenues in 2011. Based on our cu
estimates, we believe these items in the aggregiteeduce network access revenues approximate§0480 million in 2011 as compared
2010.

Other revenuedNe derive other revenues primarily by (i) providiitger transport, CLEC and security monitoring sees; (ii) leasing,
selling, installing and maintaining customer presrtislecommunications equipment and wiring; (iipyding payphone services primarily
within our local service territories and variousreational facilities around the country; (iv) geipating in the publication of local directoris
which allows us to share in revenues generatetidogdle of yellow page and related advertisinguginesses; (v) providing network datab
services; and (vi) providing certain other new pretcand service offerings. Other revenues incre&288.5 million in 2010 due to
$272.1 million of additional revenues attributatdeEmbarg. Excluding Embarg, other revenues deete$382.7 million primarily due to a
$20.8 million reduction due to the elimination dfiatercompany transactions as a result of theatiinuance of
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regulatory accounting, a $7.1 million decreaseiiaatory revenues and a $5.5 million decrease fitatenon-regulated product sales and
service offerings.

Other revenues increased $294.4 million in2@® which approximately $326.5 million relateddwor acquisition of Embarg. Excluding
Embarq, other revenues decreased $32.1 milliongsiiyras a result of a $22.0 million reduction daehe elimination of all intercompany
transactions resulting from the discontinuanceegtitatory accounting and a $10.5 million decreaseeitain non-regulated product sales and
service offerings.

Operating Expenses

Year ended December & 2010 2009 2008
(Dollars in thousands

Cost of services and products (exclusive of deptexi and amortizatior $2,410,04: 1,752,08 955,47:

Selling, general and administrati 1,137,98! 1,014,34. 399,13

Depreciation and amortizatic 1,433,55. 974,71( 523,78t

Operating expenst $4,981,59 3,741,13 1,878,39!

Cost of services and produc@ost of services and products increased $658.@0mi[B7.6%) in 2010 primarily due to a $758.2 roitli
increase in expenses incurred by Embarq (whicluited approximately $36.6 million of integration tsosnd an incremental $8.0 million of
costs associated with employee severance benafitsgartially offset by a curtailment gain of amamately $5.9 million associated with
freezing certain future benefit accruals relateduodefined benefit pension plans). The remaigih@0.3 million decrease is primarily due to
(i) an $89.4 million reduction in expenses resgltirom the elimination of all intercompany transaes resulting from the discontinuance of
regulatory accounting; (i) a $13.1 million decreas access expense and (iii) a $10.4 million desmen transport costs associated with our
long distance operations.

Cost of services and products increased $7#a8lién (83.4%) in 2009 primarily due to $888.8llain of expenses attributable to the
Embarq properties acquired on July 1, 2009. Theamaimg $92.2 million decrease is primarily dueiyoa($88.7 million reduction in expenses
resulting from the elimination of all intercompatmgnsactions resulting from the discontinuanceegtitatory accounting; (ii) a $4.9 million
decrease in customer service related expensgs §id.6 million decrease in access expense; ahd $#4.1 million decrease in CLEC
expenses as a result of the divestiture of six Chitkets in 2008. Such decreases were partialbeblfy a $15.8 million increase in salar
wages and benefits primarily due to increases msipg expense and share-based compensation exqrahae$12.4 million increase in DSL-
related expenses due to an increase in the nurhislocustomers served.
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Selling, general and administrativBelling, general and administrative expenses ise@&123.6 million in 2010 primarily due to a
$170.4 million increase in expenses incurred by &mbThe $170.4 million increase is net of (i) 8 $9million reduction of severance costs
and accelerated recognition of share based comjpemsed pension costs due to workforce reductioasrred during 2010 as compared to
similar expenses incurred during 2009; (ii) $47iRiom of transaction related costs incurred in 9@@lated to the Embarq acquisition; (iii) a
$31.4 million reduction in integration costs rethte our acquisition of Embarq and (iv) a 2010 ailimient gain of approximately
$15.0 million associated with freezing certain fetdefined benefit pension accruals. During 201®algo incurred approximately
$22.3 million of transaction and other costs asgedi with our pending acquisition of Qwest. Suaréases were partially offset by (i) a
$31.5 million reduction in salaries and benefitdigh includes $16.6 million of one-time chargesitedl to a supplemental executive pension
plan in 2009); (ii) a $17.4 million decrease indégosts, and (iii) a $14.9 million reduction inpexises due to the elimination of all
intercompany transactions due to the discontinuahcegulatory accounting.

Selling, general and administrative expenseseased $615.2 million in 2009 primarily due t®@@% million of expenses attributable to
operating Embarq for the second half of 2009 (wlmctudes approximately $106.0 million of costsasated with employee termination
benefits, primarily due to severance and retertiemefits, contractual pension benefits and acdederaf share-based compensation expense
associated with Embarq employee terminations).réheining $114.6 million increase is primarily dog(i) $86.4 million of integration
costs associated with our acquisition of Embarimarily related to system conversion efforts; §47.2 million of transaction related merger
costs, including investment banker and legal fess@ated with our acquisition of Embarg; and §it)3.8 million of higher employee benefit
costs, primarily due to higher pension expenseanrily due to accelerated expense recognition dwhange of control provisions triggered
upon our acquisition of Embarg and the terminatiba supplemental executive retirement plan) ardesbased compensation expense (due
to the accelerated vesting of equity grants ofemployees upon the acquisition of Embarq). Sucteases were partially offset by (i) a
$19.5 million reduction in expenses resulting fribra elimination of all intercompany transactiong do the discontinuance of regulatory
accounting; (ii) a $10.7 million reduction in opténg taxes primarily due to the favorable resolntid certain transaction tax audit issues; and
(iii) an $8.1 million reduction in marketing exp&ss

Depreciation and amortizationDepreciation and amortization increased $458IBomiin 2010 primarily due to $480.8 million of
additional depreciation and amortization attribleggb Embarg (including $69.3 million of additiorezhortization expense related to the
customer list and other intangible assets acquirednnection with the Embarq transaction) and 24illion increase due to higher levels
of plant in service in our legacy markets. The riening decrease was primarily due to a $19.1 miltiecrease in depreciation expense due to
a change in certain depreciation rates effectiye Ju2009 upon the discontinuance of regulatoigoaating and a $24.5 million decrease due
to certain assets
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becoming fully depreciated.

Depreciation and amortization increased $45@l%on in 2009 primarily due to $492.6 million ofepreciation and amortization
attributable to Embarq (including $118.4 millionarhortization expense related to its customenhst other intangible assets). The remail
$41.7 million decrease was primarily due to a $58illon decrease in depreciation expense resuftioig a reduction in certain depreciation
rates effective July 1, 2009 upon the discontineasfaegulatory accounting (see Note 16) and dwettain assets becoming fully
depreciated. Such decreases were partially offsaht$18.8 million increase due to higher levelplaht placed in service in our incumbent
markets.

Other.For additional information regarding certain mattdrat have impacted or may impact our operatiees,'Regulation and
Competition”.

Interest Expense

Interest expense increased $187.1 milliondihPcompared to 2009 primarily due to interest egpeattributable to Embasjindebtednes
assumed in connection with our acquisition of Embar

Interest expense increased $168.2 millior0i@R2compared to 2008 primarily due to $179.9 millad interest expense attributable to
Embarg’s indebtedness assumed in connection withiaquisition of Embarg. The remaining $11.7 millidecrease is primarily attributable
to a $4.6 million decrease in interest expensetadi@vorable resolution of certain transactiondaxlit issues and a $4.7 million one-time
reduction in interest expense in 2009 related i dgtinguishment transactions consummated in @ctdB09. See Note 6 for additional
information.

Other Income (Expense)

Other income (expense) includes the effectseahin items not directly related to our coreragiens, including gains or losses from
nonoperating asset dispositions and impairmentsstoare of the income from our 49% interest inlauza partnership, interest income and
allowance for funds used during construction. Otheome (expense) was $29.6 million for 2010 coragdo $(48.2) million for 2009 and
$42.3 million in 2008.

Included in 2009 is (i) a $72.0 million pre<teharge related to certain debt extinguishmemistations consummated in October 2009 (see
Note 6 for additional information) and (ii) an $8x0llion pre-tax charge associated with terminating our $800anibridge credit facility
(see Note 2 for additional information). Included2008 is (i) approximately $10.0 million relatexdthe recognition of previously accrued
transaction related and other contingencies; (iijestax gain of $4.5 million upon the liquidation ofranvestments in marketable securitie
our SERP trust; (iii) a pre-tax gain of approxiniat®7.3 million from the sales of
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certain nonoperating investments; and (iv) a $3ldom pre-tax charge related to terminating alloafr existing derivative instruments in the
first quarter of 2008. Our share of income from 48% interest in a cellular partnership decreagd fillion in 2010 compared to 2009 and
increased $7.0 million in 2009 compared to 2008.rééerd our share of the partnership income basathaudited results of operations until
the time we receive audited financial statementshfe partnership from the unaffiliated generatmpar. In 2008, we recorded unfavorable
adjustments upon receipt of the partnership’s addihancial statements for 2007.

Income Tax Expense

The effective income tax rate was 38.1%, 37.286 34.7% for 2010, 2009 and 2008, respectivadytain executive compensation
amounts, including the lump sum distributions gaidertain executive officers in connection witsatintinuing the Supplemental Executive
Retirement Plan (see Note 12), are reflected asdednctible for income tax purposes pursuant t@atkee compensation limitations
prescribed by the Internal Revenue Code. Our itphd deduct these amounts resulted in the ret¢iognof approximately $3.3 million and
$9.8 million of income tax expense in 2010 and 2808ve amounts that would have been recognizeduatdpayments been deductible for
income tax purposes. Our 2010 and 2009 effectiveate is also higher because a portion of our ererglated transaction costs incurred
during those years are non-deductible for incometaposes (with such treatment resulting in a $3ildon and $7.4 million increase to
income tax expense in 2010 and 2009, respectively2009, such increase in our effective tax rads wartially offset by a $7.0 million
reduction to our deferred tax asset valuation aloee associated with state net operating lossfoansrds.

Income tax expense was reduced by approxign@ied.7 million in 2009 and $12.8 million in 2008alto the recognition of previously
unrecognized tax benefits (see Critical Accountagjcies below and Note 13) and other adjustmepés dinalization of tax returns.
Extraordinary Item

Upon the discontinuance of regulatory accagngn July 1, 2009, we recorded a one-time extiaarg gain of approximately
$136.0 million after-tax. See Note 16 for additibindormation related to this extraordinary gain.

Accounting Pronouncements

In September 2009, the Financial Accountiran8ards Board updated the accounting standarddiagaievenue recognition for multiple
deliverable arrangements, such as the service bsitioht we offer to our customers. This updateiregthe use of the relative selling price
method when allocating
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revenue in these types of arrangements. This methmds a vendor to use its best estimate of gefirice if neither vendor specific objecti
evidence nor third party evidence of selling pesésts when evaluating multiple deliverable arrangets. This standard update is effective
January 1, 2011 and may be adopted prospectivelgtenue arrangements entered into or materiadiglified after the date of adoption or
retrospectively for all revenue arrangements fbpatiods presented. We currently do not expestdtandard update to have a material i
on our consolidated financial statements.

We are subject to certain accounting standdvatsdefine fair value, establish a frameworkrf@asuring fair value and expand the
disclosures about fair value measurements reqoir@érmitted under other accounting pronouncemditis.fair value accounting guidance
establishes a three-tier fair value hierarchy, Witdoritizes the inputs used to measure fair vallese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets), Level 2 (defined as inputs othanthuoted prices in active markets that are
either directly or indirectly observable), and LES8€defined as unobservable inputs in which litteno market data exists). See Note 19 for
additional information. In January 2010, we adoptexlaccounting standard update regarding fairevaleasurements and disclosures, which
requires additional disclosures and explanationgrémsfers of financial assets and liabilitiesAmstn certain levels in the fair value hierarchy.
The adoption of this accounting standard updatendichave a material impact on our condensed cilaget! financial statements.

Critical Accounting Policies

Our financial statements are prepared in azwe with accounting principles that are generadlyepted in the United States. The
preparation of these financial statements requir@sagement to make estimates and assumptiondféettthe reported amounts of assets,
liabilities, revenues and expenses. We continuatbluate our estimates and assumptions includioggthelated to (i) revenue recognition,
(i) allowance for doubtful accounts, (iii) pensiand postretirement benefits, (iv) intangible amapHived assets, (v) depreciation and
amortization of long-lived assets; (vi) businesmbmations and (vii) income taxes. Actual resulsyrdiffer from these estimates and
assumptions and these differences may be matéf@believe these critical accounting policies disad below involve a higher degree of
judgment or complexity

Revenue recognitioWe collect in advance fees for fixed rate servisesh as local service, unlimited long distancgh¥speed Internet
and certain data services, and defer revenue ramogantil these services are provided to the @orgr. We bill in arrears variable rate billi
services, including usage-based long distance,afataccess revenues. We have multiple billingesyspread throughout each month
resulting in accounts receivables and deferredmawdalances at the end of each reporting pemoithel event that the variable rate usage
is not available at the end of a reporting perive estimate revenue based on historic usage ard r@levant factors. Service activation and
installation fees are deferred and amortized danaégt-line basis over our average customer liGggerating revenues
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include certain revenue reserves for billing disgund contract interpretations. These reservesreagpanagement’s judgment and are based
on many factors including historical trends, cociti@nd tariff interpretations and developmentsmythe resolution process.

Allowance for doubtful accountdVe maintain an allowance for doubtful accountsefstimated losses that result from the failurewof
customers to make required payments. In evaludtiegollectibility of our accounts receivable, wes@ss a number of factors, including a
specific customer’s or carrier’s ability to meetfinancial obligations to us, the length of tihe teceivable has been past due and historical
collection experience. Based on these assessmantgcord both specific and general reserves fooliettible accounts receivable to reduce
the related accounts receivable to the amount tireatkly expect to collect from customers and easti Our reserves for accounts receivable
generally increase as the receivable ages. Ifitistances change or economic conditions worsentlatlour past collection experience is no
longer relevant, we may need to increase our resdrem the levels reflected in our accompanyingsotidated balance sheet.

Pension and postretirement benefiscounting for pensions and postretirement bengfitslves estimating the cost of benefits to be
provided well into the future and attributing tlzatst over the time period each employee providescgeto us. To accomplish this, extensive
use is made of various assumptions, such as discat@s, investment returns, mortality, turnoveedioal costs and inflation through a
collaborative effort by management and independentaries. These efforts are designed to provideagement with the necessary
information on which to base its judgment and depé¢he estimates used to prepare the financiamtts. Changes in assumptions used
could result in a material impact to our financgsults in any given period. Our actuarial estimateretiree benefit expense and the
associated significant assumptions are discussHdties 11 and 12.

A significant assumption used in determining pension and postretirement expense is the esghémhgterm rate of return on plan ass
For 2010 and 2009, we utilized an expected longri@te of return on plan assets of 8.25% for ocuinbent pension plan and 8.50% for the
pension plan we assumed in connection with the Equéequisition. In setting the long-term assumed od return, management considers
capital markets’ future expectations and the assebf the plans’ investments. If all other facterere to remain unchanged, a 50 basis point
decrease in the assumed long-term rate of retuthdas@use combined pension and postretirementcastrease by approximately
$18 million. Should we experience asset returnsarasignificantly below our lonterm rate of return assumptions, we may experiéntee
future higher levels of pension expense, higheglkewf required contributions and lower stockhaddenquity balances (due to accumulated
other comprehensive losses). For 2011, we are irgloar long-term assumed rate of return assumptiah5% for our legacy CenturyLink
pension plan and 8.0% for our legacy Embarqg pengiam. Such reduction in our assumed rate of astat is primarily due to lower
prevailing bond yields.
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Another assumption used in the determinatfopuo pension and postretirement benefit plan atians is the appropriate discount rate.
The discount rate is an assumed rate of returwettfrom higheuality debt securities that, if applicable at theasurement date to a speci
amount of principal, would provide the necessaturi cash flows to pay our pension benefit oblyaiwhen they become due. For our
pension plan, the discount rate used for the Deee®b, 2010 measurement date was derived by matphajected benefit payments to bc
yields obtained from a hypothetical yield curvenfréa-rated corporate bonds. For the years ended Dece3db2009 and 2008, we utilize
similar process using as a reference the CitiGRemsion Discount Curve (Above Median) to deriveaiacount rate. Our discount rate for
determining benefit obligations under our pensilamg at December 31, 2010 ranged from 5.0 to 5&tpared to 5.5 to 6.0% at
December 31, 2009. The discount rate can changeyear to year based on market conditions that étngarporate bond yields. We use a
similar methodology to determine the discount fateour postretirement plan by utilizing as a refegse the Hewitt Top Quartile Yield Curve
as of the end of the year. Our discount rate feerdegning benefit obligations under our postretiegiinplans at December 31, 2010 was 5.
compared to 5.70-5.80% at December 31, 2009. Whaatst that a 25 basis point decrease in the assdiseount rate would increase our
combined pension and postretirement benefit obtigatby approximately $148 million.

Intangible and long-lived assetle are subject to testing for impairment of longetl assets (including goodwill, intangible assets a
other long-lived assets) based on applicable adomuguidelines.

We are required to review goodwill recordedbirsiness combinations for impairment at least alywand are required to write-down the
value of goodwill only in periods in which the reded amount of goodwill exceeds the fair value disglosed in the table below,
substantially all of our goodwill is associatedwitur local exchange telephone operations. Subsétueur acquisition of Embarg on July
2009, we have managed our local exchange telepbmerations based on five geographic regions (wiielnternally refer to as Mid-
Atlantic, Southern, South Central, Northeast andstét®) and have considered these five operatingnego be our reporting units in testing
for goodwill impairment of our telephone operatiomke remainder of our goodwill is associated witin competitive local exchange carrier
(CLEC), fiber transport, security monitoring anthext operations of our business, all of which wattees separate reporting units in our
goodwill impairment testing.
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The breakdown of our goodwill balances as e€&mber 31, 2010 by reporting unit is as followadants in thousands):

Telephone operations (Iv-Atlantic) $ 2,227,591
Telephone operations (Southe 2,297,06
Telephone operations (South Cent 2,487,53
Telephone operations (Northea 2,252,28
Telephone operations (Weste 946,36
CLEC operation: 29,93t
Fiber transport operatiol 10,60
Security monitoring operatior 4,96¢
All other operation: 4,281
Total goodwill $10,260,64

We estimate the fair value of our telephonerafions reporting units using multiples of earsibgfore interest, taxes and depreciation
(EBITDA). For each telephone reporting unit, we game its estimated fair value to its carrying valfighe estimated fair value of the
reporting unit is greater than the carrying value,conclude that no impairment exists. If the failue of the reporting unit is less than the
carrying value, a second calculation is requiredliich the implied fair value of goodwill is comealrto its carrying value. If the implied fair
value of goodwill is less than its carrying valgepdwill must be written down to its implied faialae.

The multiple of EBITDA we utilize in our goodhimpairment testing for our telephone operatigmsupported by an independent
valuation analysis performed by a major investniamiking firm. For the past several years, we hadilieed EBITDA multiples derived from
comparable independent analysis. The EBITDA mutig#rived in the independent reports and utilimedr goodwill impairment testing
was 5.8 in 2010, 5.6 in 2009 and 6.5 in 2008. Wibe the decline in EBITDA multiples since 2008ismarily due to, among other factors,
the continued erosion of access lines.

We estimate the fair value of our other repgrunits using various methods, including multiptd EBITDA (as described above) and
multiples of revenues.

As of September 30, 2010, we completed thaired annual test of goodwill impairment and codeld that our goodwill was not impair
as of that date. However, as of that date, thenestid fair value of the Southern region exceededaitrying value by less than 10%. Should
events occur (such as continued access line losssher revenue reductions) that would causeahesélue to decline below its carrying
value, we may be required to record a non-cashgehtarearnings during the period in which the impaint is determined.

The carrying value of long-lived assets othan goodwill is reviewed for impairment wheneveeigts or circumstances indicate that such
carrying amount cannot be recoverable by assefiséngecoverability of the carrying value througkireated undiscounted net cash flows
expected to be

A-21




Table of Contents

generated by the assets. If the undiscounted satftaws are less than the carrying value, an impamt loss would be measured as the e;
of the carrying value of a long-lived asset oveif#ir value.

Depreciation and amortization of long-lived ass@sr depreciation of property, plant and equipmeraiuding the use of group
depreciation for our telephone operations and edémof useful lives, is discussed in Note 1. Watgasuseful lives based on annual studie
actual asset lives, taking into account actual @segplacement history and assumptions about témievolution and access line losses. No
significant changes to our remaining useful liveswred as a result of our study performed in 2010.

We also have significant customer list intétgyiassets, the vast majority of which is attribléato our July 1, 2009 Embarq acquisition.
The customer list intangible assets from our Emlaaguisition are finite-lived intangible assets anel amortized using an accelerated
method over the period in which those relationshigsexpected to contribute to our future cashdlolhe accelerated method employed is a
process of allocation which reflects our beliefttva expect greater revenue generation from thestmer relationships during the earlier
years of their lives. Amortization of other intablgi assets is determined using the stri-line method of amortization over the expected
remaining useful lives.

We periodically evaluate our intangible assetasure that our current amortization method mamdaining useful lives are appropriate.

Business combinationshe new accounting guidance for business combinsticas effective for us for all business combinetio
consummated on or after January 1, 2009 and regair@cquiring entity to recognize all of the asseguired and liabilities assumed at the
acquisition date fair value. The allocation of thechase price to the assets acquired and ligsiléssumed from Embarg (and the related
estimated lives of depreciable tangible and id&ttié intangible assets) was finalized during 28f.the end of the one-year measurement
period and required a significant amount of judgin&nch allocation of certain aspects of the pwsetgice to items that are more comple
value was performed by an independent valuation fiased on information provided by managementNg&de 2 for additional information
concerning the assignment of fair values to thetassnd assumed liabilities of Embarg. We will &my assign fair values to the assets and
liabilities acquired from our pending acquisitioh@west, which we expect to close during 2011.

Income taxesWe estimate our current and deferred income taassdon our assessment of the future tax conseggiehtransactions
that have been reflected in our financial statesientpplicable tax returns. Actual income taxed pauld vary from these estimates due to
several factors, including future changes in incaaxdaw or the resolution of audits by federal atate taxing authorities. We maintain
liabilities for unrecognized tax benefits for varfouncertain tax positions taken in our tax retufiese liabilities are estimated based on our
judgment of the probable outcome of the uncertirpositions
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and are adjusted periodically based on changing faw circumstances. Changes to the liabilitiesifilecognized tax benefits could
materially affect operating results in the peridalvange. During 2009 and 2008, we recognized aqupiately $15.7 million and

$12.8 million, respectively, of previously unrecagd tax benefits (including related interest aatlof federal tax benefit) and other
adjustments upon finalization of tax returns. Sbhehefits were recorded primarily as a result offtverable resolution of audits,
administrative practices and the lapse of stathiienitations in certain jurisdictions. See Note ft8 additional information regarding our
unrecognized tax benefits.

For additional information on our critical acmting policies, see “Accounting Pronouncementsf ‘@Regulation and Competition —
Other Matters” below, and the Notes to our constéid financial statements included elsewhere herein

MARKET RISK

We are exposed to market risk from changésténest rates on our long-term debt obligations. Weve estimated our market risk using
sensitivity analysis. Market risk is defined as pli¢ential change in the fair value of a fixed-rdédbdt obligation due to a hypothetical adverse
change in interest rates. We determine fair vafuerm-term debt obligations based on a discountsth flow analysis, using the rates and
maturities of these obligations compared to terntsrates currently available in the long-term ficiag markets. The results of the sensitivity
analysis used to estimate market risk are presdmiedv, although the actual results may differ fritiese estimates.

At December 31, 2010, we estimated the fdevaf our long-term debt to be $8.0 billion basedthe overall weighted average interest
rate of our debt of 7.0% and an overall weightedunity of 11 years compared to terms and rateseotly available in long-term financing
markets. As of December 31, 2010, approximately 85%ur long-term debt obligations were fixed rdéarket risk is estimated as the
potential decrease in fair value of our long-terbtaresulting from a hypothetical increase of 78idaoints in prevailing interest rates (ten
percent of our overall weighted average borrowatg). Such an increase in interest rates wouldtresapproximately a $331.9 million
decrease in the fair value of our fixed-rate loag¥t debt at December 31, 2010, but would have mp&adton our interest expense or cash
flows. A 100 basis point increase in prevailingiable interest rates would have had a negativdagrénpact of approximately $1.7 million
on our results of operations and cash flows forttrelve months ended December 31, 2010, but woaNe Imo impact on the fair value of our
long-term variable-rate debt.

From time to time over the past several yeaeshave used derivative instruments to (i) loclirswap our exposure to changing or
variable interest rates for fixed interest rate§ipto swap obligations to pay fixed interestamfor variable interest rates. We have establi
policies and procedures for risk assessment andppeoval, reporting and monitoring of derivatimstrument activities. We do not hold or
issue derivative financial instruments for tradorgspeculative purposes. Management periodically
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reviews our exposure to interest rate fluctuatamd implements strategies to manage the exposureer@ly, we have no derivative
instruments in place.

We are also exposed to market risk from chaiyéhe fair value of our pension plan assets. géresion plan we assumed in connection
with the Embarq acquisition was underfunded by axipnately $667 million with respect to the projatteenefit obligation as of
December 31, 2010. We contributed $300 million &hdl5 million to the legacy Embarq pension planmiyi2010 and the last half of 2009,
respectively. We currently expect to contributeragpnately $100 million to the legacy Embarqg pengan in 2011. Based on current
actuarial estimates as of December 31, 2010 tlsainzes a $100 million contribution in 2011 and thiéaattion of our existing remaining cre:
balance to partially satisfy future required cashtdbutions, our estimated future contributionstfee 2012-2014 time period ranges from
approximately $75-185 million per year for all afrgpension plans. The actual level of contributicetguired in future years can change
significantly depending on discount rates and dgetarns on plan assets. See “Critical Accountadjcies — Pension and Postretirement
Benefits”.

Certain shortcomings are inherent in the mettifcanalysis presented in the computation ofvfalue of financial instruments. Actual
values may differ from those presented if markeiditions vary from assumptions used in the faiueatalculations. The analysis above
incorporates only those risk exposures that exiaseof December 31, 2010.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we meiycash provided by operations to fund our opegadind capital expenditures as well as our
dividend payments. Our operations have historigalyvided a stable source of cash flow which hdgdteus continue our longgrm progran
of capital improvements.

Operating activitiesNet cash provided by operating activities was $2 dlion, $1.574 billion and $853.3 million in 2012009 and
2008, respectively. Payments for income taxes aggee $431.7 million, $258.9 million and $208.8lioii in 2010, 2009 and 2008,
respectively. In 2009, we paid approximately $54iom to fund lump sum distributions under our feszsupplemental executive retirement
plan upon the discontinuance of such plan and ucltgmge of control provisions triggered upon thguéition of Embarg. We also
contributed $300 million and $115 million to thgéey Embarq pension plan during 2010 and the E§oh2009, respectively. Our
accompanying consolidated statements of cash fidergify major differences between net income aetloash provided by operating
activities for each of these periods. For additiomi@mrmation relating to our operations, see “Resaf Operations” above.

Investing activitiesNet cash used in investing activities was $859llianj $678.8 million and $389.0 million in 20100@9 and 2008,
respectively. Payments for property, plant and ggeint were
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$863.8 million in 2010, $754.5 million in 2009 (vehiincludes $396.1 million of capital expendituatibutable to our Embarqg operations
subsequent to our July 1, 2009 acquisition of Expband $286.8 million in 2008. Capital expenditui@s2010 and 2009 include
approximately $29.0 million and $75.1 million, restively, of one-time capital expenditures relatethe integration of Embarg.

On July 1, 2009, we consummated the acquis@gfdEmbarg Corporation by issuing approximately0dllion of CenturyLink common
stock (valued as of June 30, 2009). We financedmrnger transaction expenses with (i) availablé odishe combined company and
(i) proceeds from CenturyLink’s and Embarq’s eixigtrevolving credit facilities. We acquired $78x8llion of cash in connection with our
acquisition of Embarq.

During 2008, we paid an aggregate of approtetga149 million for 69 licenses in the F&CAuction of 700 megahertz wireless spect
Our plan has been to use the spectrum to devel@bess voice and data service capabilities in cankets, built upon LTE (Long-Term
Evolution) technology. The LTE network deploymetans of larger wireless carriers are driving mastdor activity, including the
availability of handsets and other end-user devitherefore, we are monitoring their deploymenvef to help shape our plans for moving
forward.

In anticipation of making lump sum distribut®to certain participants of our SERP in early®Q@e liquidated our investments in
marketable securities in the SERP trust duringste®nd quarter of 2008 and thereby increased shrarad cash equivalents by
$34.9 million. As noted above, the lump sum disttibns were paid in 2009 and aggregated approxlyn&get million.

Financing activitiesNet cash used in financing activities was $1.1T%hiduring 2010, $976.4 million during 2009 an25%.4 million ir
2008. In October 2010, we repaid our $482.5 millgaries H Senior Notes at its scheduled maturitygusorrowings under our existing
credit facility. In September 2009, we received preiceeds of $644.4 million from the issuance &Gtillion of 10year, 6.15% senior nol
and $400 million of 30-year, 7.6% senior notesObtober 2009, the proceeds from these note offerialpong with additional borrowings
under our existing credit facility, were used tpuechase an aggregate of $746.1 million of CentimiyLinc. and Embarq indebtedness (see
Note 6 for additional information). During 2008, waid our $240 million Series F Senior Notes aturigt primarily using borrowings fror
our credit facility.

In June 2008, our Board of Directors (i) iresed our annual cash dividend to $2.80 from $.2%Ipare and (ii) declared a one-time
dividend of $.6325 per share, which was paid iy 2008, effectively adjusting the total second ¢eradividend to the new $.70 quarterly
dividend rate. In February 2010, our Board of Dioeg further increased our quarterly dividend f2%. per share. We paid dividends of
$878.0 million in 2010, $560.7 million in 2009 a$#20.3 million in 2008. Such increase is primaatiributable to the dividend rate incree
mentioned above and the substantial increase nesloaitstanding as a result of the
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common stock issued in connection with our Embagusition on July 1, 2009. Based on current cirstances, we intend to continue our
current dividend practice, subject to any othetdecthat our Board in its discretion deems relévan

In accordance with previously announced stegkirchase programs, we repurchased 9.7 milliorest#r $347.3 million) in 2008.

As of December 31, 2010, we had availableuwsecured revolving credit facilities, (i) a fivear, $750 million facility of CenturyLink
and (i) an $800 million facility of Embarq. As Bfecember 31, 2010, we had approximately $365.0anitutstanding under these credit
facilities (all of which related to CenturyLink’sadility).

In January 2011, we entered into a new foaryevolving credit facility that allows us to bow up to $1.0 billion initially with the total
capacity of the credit facility increasing to $billion upon the consummation of our pending acitjois of Qwest. Up to $400 million of this
new credit facility can be used for letters of drelaterest will be assessed on future borrowingisg the London Interbank Offered Rate
(LIBOR) plus an applicable margin between .5% aid@per annum depending on the type of loan andhaur current senior unsecured
long-term debt rating. Upon the execution of the weedit facility, the two credit facilities mentied above were terminated. As of
February 28, 2011, we had $280 million outstandinder the new credit facility. For additional infieition regarding our new credit facility,
see Note 22.

As was the case with our predecessor credilttfas, (i) outstanding letters of credit dirgctieduce the amount available for other
extensions of credit under our new credit faciiibyd (ii) outstanding borrowings under our comméngéger program, which effectively
cannot exceed the amount available under our neityaeffectively have the same result on ourroaring capacity under the new facility.
As of February 28, 2011, approximately $61 millafietters of credit were outstanding and no amewrére outstanding under our
commercial paper program.

Other.For 2011, we have budgeted approximately $1.0ohilfor capital expenditures (excluding any capiéddted to the integration of
the Embarg acquisition or the pending Qwest actomi Such increase over the $863.8 million ofid@xpenditures in 2010 is due to our
planned incremental fiber to the tower investmar2@11. Our 2011 capital expenditure budget alstudes amounts for expanding our new
service offerings and our data networks. We culyaxpect aggregate integration-related capitakexitures associated with our pending
Qwest acquisition will approximate $200 million ovke next two years.

The pension plan we assumed in our acquisitfd@mbarg was approximately $667 million underfedds compared to the projected
benefit obligation as of December 31, 2010. If tiislerfunded
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status continues, we may be required to contriadtitional funds to our pension plan in the ne&urel To reduce the underfunded position,
in March 2010 we contributed $300 million to thgdey Embarq pension plan using cash on hand amdvnioags from our credit facility. We
currently expect to contribute approximately $100iom to the legacy Embarg pension plan in 201dr. farther information, see Item 1A —
Risk Factors, of our Annual Report on Form 10-Ktfoe year ended December 31, 2010.

The following table contains certain infornoaticoncerning our material contractual obligatiaa®©f December 31, 2010.

Payments due by peric
Contractua After
obligations Total 2011 2012-2013 2014-201F 2015 and Othe
(Dollars in thousands

Long-term debt, including current maturities angital

lease obligations (I $7,327,58 376,58: 1,146,06. 381,79: 5,423,141
Interest on lon-term debt obligation $6,175,64. 506,85¢ 946,27 834,09! 3,888,41.
Unrecognized tax benefits ( $ 76,99 — — — 76,99"

(1) For additional information on the terms of our ¢atgling debt instruments, see Nott

(2) Represents the amount of tax and interesvadd pay assuming we are required to pay theesatinount that we have reserved for our
unrecognized tax benefits (see Note 13 for additioxformation). The timing of any payments for aumrecognized tax benefits cannot
be predicted with certainty; therefore, such amasinéflected in th*After 2015 and Oth” column in the above tabl

We continually evaluate the possibility of ating additional communications operations andegxpo continue our long-term strategy of
pursuing the acquisition of attractively-priced ecoomications properties in exchange for cash, sgesiior both. At any given time, we may
be engaged in discussions or negotiations regaatidgional acquisitions. We generally do not amu@uour acquisitions or dispositions u
we have entered into a preliminary or definitiveesgment. We may require additional financing inresstion with any such acquisitions, the
consummation of which could have a material impacour financial condition or operations. Approxbelg 4.1 million shares of our
common stock and 200,000 shares of our preferoedk semain available for future issuance in conieectvith acquisitions under our
acquisition shelf registration statement. We alseehaccess to debt and equity capital markets.

Following our announcement of our pending #&itjan of Qwest, (i) Standard & Poor’s indicatdwat our current long-term debt rating of
BBB- had been placed under watch for a possiblengoade; (i) Moody’s Investors Service affirmed aurrent long-term debt rating of
Baa3, but downgraded its outlook from stable tcatigg; and (iii) Fitch Ratings has rated our loegat debt BBB- with a negative watch. It
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is expected that any downgrades would be madefolidwving the completion of the Qwest acquisiti@ur commercial paper program is
rated P-3 by Moody’s and A-3 by S&P. Any downgraaeur credit ratings will increase our borrowingsts and commitment fees under our
new revolving credit facility. Downgrades coulda@lgstrict our access to the capital markets, aggeur borrowing costs under new or
replacement debt financings, or otherwise adverséct the terms of future borrowings by, amongeothings, increasing the scope of our
debt covenants and decreasing our financial oratiper flexibility.

The following table reflects our debt to totapitalization percentage and ratio of earningsxad charges and preferred stock dividenc
of and for the years ended December 31, 2010, 2662008. The debt to total capitalization ratioZ010 and 2009 reflects our Embarq
acquisition. The ratio of earnings to fixed charged preferred stock dividends calculation for 26€fects the operations of Embarg only
since July 1, 2009.

2010 2009 2008
Debt to total capitalizatio 43.2% 45.C 51.2
Ratio of earnings to fixed charges and preferredkstlividends* 3.74 3.2C 3.7¢

* For purposes of the chart above, “earnings”ststrof income before income taxes (before extiiaarg item) and fixed charges, and
“fixed charge” include our interest expense, including amortizebtdssuance costs, and our preferred stock dididests

Our debt to capitalization percentage willrgase upon acquiring Qwest, which has $11.94°0bilhf long-term debt at December 31,
2010.

REGULATION AND COMPETITION

The communications industry continues to ugdefarious fundamental regulatory, legislative, pefitive and technological changes.
These changes may have a significant impact ofuthee financial performance of all communicatia@snpanies.

Events affecting the communications industjreless telephone services increasingly constawggnificant source of competition with
ILEC services, especially since wireless carrierngehbegun to compete effectively on the basisiockprith more traditional telephone
services. Similarly, the growing prevalence of glagic mail, text messaging, social networking, amdilar digital communications continue
to reduce the demand for traditional landline vaieevices. We anticipate these trends will continue

Federal USF programs have undergone subdtah#iages since 1997, and are expected to experianpe changes in the coming years.
Since May 2001, the FCC has administered its exgsiniversal service support programs for ruraghbne companies based on embedded,
or historical, costs. The FCC, in April 2010, prepd to replace the USF with a broadband “Connecatriga” fund that
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would modernize the current “voice only” funding chanism and direct funding away from local voicevees to advance broadband
deployment in areas unserved or underserved bylbamal communications, and in February 2011 sougsitggcomments regarding creati
this new broadband fund. These developments haoegladditional financial pressure on the amoumafey that is necessary and avalil
to provide support to all eligible service provisieincluding payments we receive from the USF Higist Loop program. Increases in the
nationwide average cost per loop factor used trate funds among all USF recipients caused o@ntgss from the USF High Cost Loop
program (excluding the effects of the additionalreionths of receipts recorded in 2010 as compar@®®9 due to the July 1, 2009
acquisition of Embarq) to decrease in 2010 whenpaoed to 2009. We anticipate that such revenudsaritinue to decline in 2011. See
Item 7 of Part Il of our Annual Report of Form 10fé¢ the year ended December 31, 2010 for morernmddion.

Technological developments have led to theslbgpment of new services that compete with trad@ldLEC services. Technological
improvements have enabled cable television compdaiprovide alternatives to traditional circuitiglied telephone service over their cable
networks, and several national cable companies aggeessively pursued this opportunity. Improveraémthe quality of VolP service have
led several cable, Internet, data and other comeatinohs companies, as well as start-up compamiesjtistantially increase their offerings of
VolIP service to business and residential custonverd? providers frequently offer features that cainmeadily be provided by traditional
ILECs and may price their services at or below ¢hmsces currently charged for traditional locatldong distance telephone services.
Although over the past several years the FCC hasasingly subjected portions of VolP operationfetieral regulation, VolP services
currently operate under fewer regulatory constsatinan LEC services. For all these reasons, weotassure you that VolP providers will
not successfully compete for our customers.

Beginning in 2003, the FCC initiated a sedébroad intercarrier compensation proceedingsgteesi to create a uniform mechanism to be
used by the entire telecommunications industrypfyments between carriers originating, terminatorgsarrying telecommunications traffic.
In connection therewith, the FCC has received aatgier compensation proposals from several ingiggtoups, and solicited public
comments on a variety of topics related to acchasges and intercarrier compensation. Most receotlyf~ebruary 8, 2011, the FCC sought
comments from the public on proposals designedvwet intercarrier compensation rates. The ultinoatteome of the FCC'’s intercarrier
compensation proceedings could change the way egdveecompensation from, and remit compensatioatter carriers, our end user
customers and the USF. As discussed further in 1t&rof our Annual Report on Form 10-K for the yeaded December 31, 2010, these
changes could substantially reduce the amountvefinges we receive with respect to various services.
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During 2010, the FCC released its Nationald8ittand Plan and adopted an order imposing “netweultrality” rules governing Internet
services, both of which are discussed in furthéaitlem Item 1 of our Annual Report on Form 10-K the year ended December 31, 2010.

As discussed further in such item, we canmnedligt the ultimate outcome of these actions, fliele that these and other FCC initiatives
could have a material impact on our operationsthoge of other communications companies.

Many cable, technology or other communicatiompanies that previously offered a limited ranfygepvices are now, like us, offering
diversified bundles of services. As such, a growingiber of companies are competing to serve theraoritations needs of the same
customer base. Several of these companies maylidéogtrovide more comprehensive or less costlyisebundles than ours. Such activities
will continue to place downward pressure on the atahfor our access lines.

Recent events affecting Buring the last few years, most of the states iiclvive provide telephone services have taken lgtiysl or
regulatory steps to further introduce competitioto ithe ILEC business.

At the state level, we are responding to eagomplaints, legislation or generic investigasioegarding our intrastate switched access rate
levels in several of our states. Although outcorsmot be determined at this time, we believe otnastate switched access rate levels are
appropriate and we vigorously plan to defend thiémve are required to reduce our intrastate swiichecess rates as a result of any of these
initiatives, we will seek to recover displaced siviéd access revenues from state universal sexvicks for other services. However, the
amount of such recovery, if any, is not assured.

Over the past few years, each of the FCC, &isal Service Administrative Company (“USAC”) arettain Congressional committees has
initiated wide-ranging reviews of the administratiof the federal USF. As part of this process, aleng with a number of other USF
recipients, have undergone a number of USF audisave also received requests for information ftoenFCC’s Office of Inspector
General (“OIG”) and Congressional committees. Idi@ain, in July 2008 we received a subpoena froem@hG requesting a broad range of
information regarding our depreciation rates anthedologies since 2000, and in July 2009 we reckaveecond subpoena requesting
information about our participation in the E-rategram for Wisconsin schools and libraries sinc@@he OIG has not identified to us any
specific issues with respect to our participatiothe USF program and all USAC audits are finalizitth no material issued reported
regarding our participation in the USF program.iBgi2010, USAC moved from the audit process toyariemt Quality Assessment (“PQA”)
program. We continue to receive and respond tetR€¥As and to date no material issues have beatifidd. While we believe our
participation is in compliance with FCC rules andaccordance with accepted industry practices,amaat predict with certainty the timing
outcome of these various reviews.
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Excluding our pending acquisition of Qwest, expect our operating revenues in 2011 to dectom 2010 levels as we continue to
experience downward pressure primarily due to ocometil access line losses, reduced universal sdaridéng and lower network access
revenues. We expect such revenue declines to hallyanffset primarily due to increased demanddar high-speed Internet service offering
and special access services.

For a more complete description of regulatiod competition impacting our operations and variatiendant risks, please see Items 1 and
1A of our Annual Report on Form 10-K for the yeaded December 31, 2010.

Other mattersThrough June 30, 2009, CenturyLink accounted fordgulated telephone operations (except for thpegties acquired
from Verizon in 2002) in accordance with the praatis of codification ASC 980-10 (formerly SFAS Fihich addresses regulatory
accounting under which actions by regulators cawige reasonable assurance of the recognition ekaet, reduce or eliminate the value of
an asset and impose a liability on a regulatedrprise. On July 1, 2009, we discontinued the actingmequirements of regulatory
accounting upon the conversion of substantiallpitur rate-of-return study areas to federal pcap regulation (based on the FCC'’s
approval of our petition to convert our study areaprice cap regulation).

In the third quarter of 2009, we recorded amum-cash extraordinary after-tax gain of appratety $136.0 million upon the
discontinuance of regulatory accounting. See Nétéol additional information.

We have certain obligations based on fedstale and local laws relating to the protectiothefenvironment. Costs of compliance thra
2010 have not been material, and we currently ddakeve that such costs will become material.
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Management

The Shareholders
CenturyLink, Inc.:

Management has prepared and is responsibtaddntegrity and objectivity of our consolidatiétlancial statements. The consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethenUnited States of America and
necessarily include amounts determined using osirjodgments and estimates.

Our consolidated financial statements have laeelited by KPMG LLP, an independent registerdalip@accounting firm, who have
expressed their opinion with respect to the fasragthe consolidated financial statements. Thadlitavas conducted in accordance with
standards of the Public Company Accounting Ovetdiglard (United States).

Management is responsible for establishingraaihtaining adequate internal control over finahogéporting, a process designed to pro
reasonable assurance regarding the reliabilitynaiiicial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting ipfeez Under the supervision and with the partitgraof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effestiess of our internal control over financial
reporting based on the frameworklimiernal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike
Treadway Commission (“COSQ”). Based on our evatunatinder the framework of COS@anagement concluded that our internal control
over financial reporting was effective as of DecemBl, 2010. The effectiveness of our internal m@rtver financial reporting as of
December 31, 2010 has been audited by KPMG LLBtaaed in their report which is included herein.

Because of its inherent limitations, interoahtrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

The Audit Committee of the Board of Directtssomposed of independent directors who are rimen$ or employees. The Committee
meets periodically with the external auditors, inté auditors and management. The Committee corssile independence of the external
auditors and the audit scope and discusses inteondlol, financial and reporting matters. Both éx¢éernal and internal auditors have free
access to the Committee.

/s/ R. Stewart Ewing, J

R. Stewart Ewing, J

Executive Vice President and Chief Financial Offi
March 1, 2011
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Report of Independent Registered Public Accounfiinm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited the accompanying consolidaédahce sheets of CenturyLink, Inc. and subsidigtiee Company) as of December 31,
2010 and 2009, and the related consolidated statsr&income, comprehensive income, cash flowd,shockholders’ equity for each of the
years in the thre-year period ended December 31, 2010. These cdasedi financial statements are the responsibifithe@ Company’s
management. Our responsibility is to express aniopion these consolidated financial statementsdas our audits.

We conducted our audits in accordance wittsthadards of the Public Company Accounting Ovéaidgpard (United States). Those
standards require that we plan and perform thestmobtain reasonable assurance about whethéintireial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financialtstaents referred to above present fairly, in altarial respects, the financial position of the
Company as of December 31, 2010 and 2009, ancudts of their operations and their cash flowsefach of the years in the three-year
period ended December 31, 2010, in conformity Wwit8. generally accepted accounting principles.

We also have audited, in accordance with téwedards of the Public Company Accounting Oversigdrd (United States), the Compasy’
internal control over financial reporting as of Betber 31, 2010, based on criteria establishdat@mnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission, and our report datadckl 1, 2011 expressed an
unqualified opinion on the effectiveness of the @amy’s internal control over financial reporting.

/sl KPMG LLP

KPMG LLP
Shreveport, Louisiana
March 1, 2011
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Report of Independent Registered Public Accounfiinm

The Board of Directors and Stockholders
CenturyLink, Inc.:

We have audited CenturyLink, Inc. and subsieia (the Company) internal control over finanai@porting as of December 31, 2010,
based on criteria establishedimiernal Control—Integrated Frameworgsued by the Committee of Sponsoring Organizatifrike
Treadway Commission (COSOThe Companys management is responsible for maintaining effedtiternal control over financial reporti
and for its assessment of the effectiveness offriatecontrol over financial reporting, includedtire accompanyingeport of Management
Our responsibility is to express an opinion on@wenpany’s internal control over financial reportiogsed on our audit.

We conducted our audit in accordance withsthedards of the Public Company Accounting Ovetdigltard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness eaististesting and evaluating the design and operafiiectiveness of internal control based on
the assessed risk. Our audit also included perfaggreiuich other procedures as we considered necesghgy/circumstances. We believe that
our audit provides a reasonable basis for our opini

A company'’s internal control over financiapogting is a process designed to provide reasoraslerance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jde reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on thenfiizd statements.

Because of its inherent limitations, interoahtrol over financial reporting may not preventdetect misstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, the Company maintained, innadlterial respects, effective internal control duesncial reporting as of December 31,
2010, based on criteria establishedniternal Control—Integrated Framewoitsued by the COSO.
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We also have audited, in accordance with téiedards of the Public Company Accounting Oversigdrd (United States), the
consolidated balance sheets of CenturyLink, Ind.subsidiaries as of December 31, 2010 and 20@Bthenrelated consolidated statements
of income, comprehensive income, cash flows, aocksblders’ equity for each of the years in the#year period ended December 31,
2010 and our report dated March 1, 2011 expressethgualified opinion on those consolidated finahstatements.

/sl KPMG LLP

KPMG LLP
Shreveport, Louisiana
March 1, 2011
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CENTURYLINK, INC.

Consolidated Statements of Income

OPERATING REVENUES

OPERATING EXPENSE!
Cost of services and products (exclusive of deptixi and amortizatior
Selling, general and administrati
Depreciation and amortizatic

Total operating expens
OPERATING INCOME

OTHER INCOME (EXPENSE
Interest expens
Other income (expens

Total other income (expens

INCOME BEFORE INCOME TAX EXPENSI
Income tax expens

INCOME BEFORE NONCONTROLLING INTERESTS AND EXTRAORRARY
ITEM

Noncontrolling interest

NET INCOME BEFORE EXTRAORDINARY ITEN

Extraordinary item, net of income tax expense ammtontrolling interests (see Note :

NET INCOME ATTRIBUTABLE TO CENTURYLINK, INC.

BASIC EARNINGS PER SHARI
Before extraordinary iter
Extraordinary iter
Basic earnings per she

DILUTED EARNINGS PER SHARE
Before extraordinary iter
Extraordinary iter
Diluted earnings per sha

DIVIDENDS PER COMMON SHARE
AVERAGE BASIC SHARES OUTSTANDINC
AVERAGE DILUTED SHARES OUTSTANDING

See accompanying notes to consolidated financ#tsients.
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Year ended December &

2010

2009

2008

(Dollars, except per share amout

and shares in thousanc

$7,041,53. 4,974,23 2,599,74
2,410,04 1,752,08 955,47:
1,137,98: 1,014,34. 399,13¢
1,433,55: 974,71 523,78¢
4,981,591 3,741,13 1,878,39!
2,059,94. 1,233,10. 721,35:
(557,479 (370,419 (202,21)
29,61 (48,179 42,25:
(527,859 (418,589 (159,96Y)
1,532,08! 814,51 561,38
582,95: 301,88: 194,35’
949,13 512,63: 367,03(
(1,429) (1,377 (1,299)
947,70 511,25 365,73:

— 135,95 —
$ 947,70! 647,21 365,73:
$  3.1: 2.5E 3.5¢
$ — 68 —
$  3.1: 3.2¢ 3.5¢
$ 3.7 2.5E 3.5
$ — 68 —
$  3.1: 3.2¢ 3.5
$  2.9C 2.8( 2.167¢
300,61 198,81 102,26
301,29 199,05 102,56
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CENTURYLINK, INC.

Consolidated Statements of Comprehensive Income

NET INCOME BEFORE NONCONTROLLING INTEREST
OTHER COMPREHENSIVE INCOME, NET OF TAXE
Marketable securitie:
Unrealized gain (loss) on investments, net of ($38%
Reclassification adjustment for gain included ihineome, net of ($1,730) te
Derivative instruments

Reclassification adjustment for gains includedehincome, net of $267, $267 an

$267 tax
Items related to employee benefit pla
Change in net actuarial loss, net of ($37,908), HBDand ($48,656) te
Change in net prior service credit, net of ($1,328%,798) and ($589) te
Reclassification adjustment for gains (losses)udet in net income
Amortization of net actuarial loss, net of $5,886,161 and $1,198 t:

Amortization of net prior service credit, net o7@®), ($1,270) and $2,261 t

Net change in other comprehensive income (loss)afneclassification
adjustment), net of taxe

COMPREHENSIVE INCOME
Comprehensive income attributable to noncontroliirigrests

COMPREHENSIVE INCOME ATTRIBUTABLE TO CENTURYLINK, NC.

See accompanying notes to consolidated financsgsients.
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Year ended December &

2010 2009 2008
(Dollars in thousands

$949,13: 650,13: 367,03(
— — (5379
— — (2,776
42¢ 42¢ 42¢
(62,329 39,20¢ (82,50%)
(2,130) (9,30)) (945)
9,37¢ 9,88: 1,921
(1,209 (2,037 3,621
(55,84 38,18: (80,787)
893,28° 688,31¢ 286,24
(1,429 (2,927) (1,29¢)
$891,85¢ 685,39¢ 284,95(




Table of Contents

CENTURYLINK, INC.
Consolidated Balance Sheets

December 31
2010 2009
(Dollars in thousands

ASSETS

CURRENT ASSET¢
Cash and cash equivalel $ 172,94 161,80
Accounts receivable, less allowance of $60,086%41j450 712,81 685,58¢
Income tax receivabl 102,46! 115,68
Materials and supplies, at average ( 32,715 35,75¢
Deferred income tax ass 81,341 83,31¢
Other 40,84¢ 41,43
Total current asse 1,143,12! 1,123,59:
NET PROPERTY, PLANT AND EQUIPMEN’ 8,754,47! 9,097,13!

GOODWILL AND OTHER ASSETS
Goodwill 10,260,64 10,251,75
Other intangible asse

Customer lis 929,90° 1,130,81
Other 310,17( 315,60:
Other asset 639,77t 643,82:
Total goodwill and other asse 12,140,49 12,341,99
TOTAL ASSETS $22,038,09 22,562,72
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of lor-term debt $ 11,58¢ 500,06!
Accounts payabl 299,61¢ 394,68
Accrued expenses and other current liabili

Salaries and benefi 159,25¢ 255,10:

Other taxe: 124,15! 98,74:

Interest 104,15¢ 108,02(

Other 121,82¢ 168,20:
Advance billings and customer depo: 190,44: 182,37

Total current liabilities 1,011,04: 1,707,19!

LONG-TERM DEBT 7,316,00: 7,253,65.
DEFERRED CREDITS AND OTHER LIABILITIES
Deferred income taxe 2,368,69! 2,256,57!
Benefit plan obligation 1,305,99 1,485,64.
Other deferred credi 389,19¢ 392,86(
Total deferred credits and other liabiliti 4,063,89. 4,135,08:
STOCKHOLDERY EQUITY
Common stock, $1.00 par value, authorized 800,@@0shares, issued and outstanding 304,947,5¢%

299,189,279 share 304,94¢ 299,18
Paic-in capital 6,174,74. 6,014,05:
Accumulated other comprehensive loss, net o (141,159 (85,30¢)
Retained earning 3,302,46! 3,232,76!
Preferred stoc— nor-redeemabl 23€ 23¢€
Noncontrolling interest 5,91¢ 5,86(

Total stockholdel equity 9,647,15! 9,466,79!

TOTAL LIABILITIES AND EQUITY $22,038,09 22,562,72

See accompanying notes to consolidated financ#tsients.
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CENTURYLINK, INC.
Consolidated Statements of Cash Flows

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciation and amortizatic
Extraordinary iter

Gains on asset dispositions and liquidation of retatdle securitie

Deferred income taxe
Shar+based compensatic
Income from unconsolidated cellular ent
Distributions from unconsolidated cellular ent
Changes in current assets and current liabili
Receivable!
Accounts payabl
Accrued taxe:
Other current assets and other current liabilities
Retirement benefit
Excess tax benefits from sh-based compensatic
(Increase) decrease in honcurrent as
Increase (decrease) in other noncurrent liabil
Other, ne

Net cash provided by operating activit

INVESTING ACTIVITIES
Payments for property, plant and equiprr
Cash acquired from Embarqg acquisit
Purchase of wireless spectri
Proceeds from liquidation of marketable securi
Proceeds from sale of ass
Other, ne

Net cash used in investing activiti

FINANCING ACTIVITIES
Payments of det
Net proceeds from issuance of d
Cash dividend
Repurchase of common sta
Net proceeds from settlement of hed
Proceeds from issuance of common si
Excess tax benefits from sh-based compensatic
Other, ne

Net cash used in financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of

CASH AND CASH EQUIVALENTS AT END OF YEAF

See accompanying notes to consolidated financsisients.
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Year ended December &

2010 2009 2008
(Dollars in thousands

$ 949,13 648,58¢ 367,03(
1,433,55. 974,71( 523,78t
— (135,95) —
— — (12,457)
131,76¢ 153,95( 67,51¢
38,16¢ 55,15:¢ 16,39(
(16,369 (19,08)) (12,045
16,02¢ 20,10( 15,96(
(27,225 (23,779 (7,979)
(95,06¢) (32,209 14,04
38,19« (150,072 (64,779
(127,539 121,38 (15,617)
(271,309 (82,114 (26,066
(11,889 (4,199 (1,129
(22,980 (2,347) 9,744
10,23: 41,64¢ (27,567
— 7,941 6,44¢
2,044,70. 1,573,71! 853,30(
(863,769 (754,54 (286,81)
— 76,90¢ —
- (2,000) (148,969

— — 34,94¢

— 1,59¢ 15,80¢
4,71¢ (801) (3,96¢)
(859,05 (678,84 (388,99Y
(499,93) (1,097,06) (285,40)
73,80( 644,42: 563,11
(878,009 (560,69 (220,26
(16,51%) (15,567 (347,269
— 20,74t

130,26( 56,82 14,59¢
11,88 4,194 1,12
3,99; (8,507) (2,03))
(1,174,51) (976,39)) (255,38()
11,13¢ (81,52() 208,92!
161,80° 243,32 34,40
$ 172,94 161,80 243,32°
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CENTURYLINK, INC.
Consolidated Statements of Stockholders’ Equity

COMMON STOCK (represents dollars and sha
Balance at beginning of ye
Issuance of common stock to acquire Embarq Conpor
Repurchase of common sta
Conversion of preferred stock into common st
Shares withheld to satisfy tax withholdir

Issuance of common stock through dividend reinvestirincentive and benefit pla

Balance at end of ye.
PAID-IN CAPITAL
Balance at beginning of ye

Issuance of common stock to acquire Embarg Conporahcluding portion of share-

based compensation awards assumed by Centur
Repurchase of common sta
Shares withheld to satisfy tax withholdir
Conversion of preferred stock into common st

Issuance of common stock through dividend reinvestirincentive and benefit pla

Excess tax benefits from sh-based compensatic
Shar-based compensatic
Other

Balance at end of ye

ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA

Balance at beginning of ye

Net change in other comprehensive loss (net oéssdication adjustment), net of t

Balance at end of ye
RETAINED EARNINGS
Balance at beginning of ye
Net income attributable to CenturyLink, Ir
Repurchase of common sta
Cash dividends declart
Common stocl— $2.90, $2.80 and $2.1675 per sh
Preferred stoc
Balance at end of ye
PREFERRED STOCI— NON-REDEEMABLE
Balance at beginning of ye
Conversion of preferred stock into common st
Balance at end of ye
NONCONTROLLING INTERESTS
Balance at beginning of peric
Net income attributable to noncontrolling intere
Extraordinary gain attributable to noncontrollimgdrests
Distributions to noncontrolling interes
Balance at end of peric
TOTAL STOCKHOLDERS EQUITY

See accompanying notes to consolidated financ#tsients.
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Year ended December &

2010 2009 2008
(Dollars, except per share amout
and shares in thousanc

$ 299,18t 100,27° 108,49:
— 196,08: —
— — (9,626)
— — 367
(460) (507) (50)
6,21¢ 3,33: 1,094
304,94¢ 299,18¢ 100,27"
6,014,05. 39,96: 91,147
— 5,873,90. —
— — (91,409
(16,055 (15,06() (1,667
— — 6,36¢
124,04: 53,49: 13,50¢
11,88 4,19¢ 1,12
38,16¢ 55,15 16,39(
2,652 2,40¢ 4,507
6,174,74. 6,014,05. 39,96:
(85,306 (123,48 (42,707
(55,84 38,18 (80,787)
(141,15 (85,306 (123,489
3,232,76! 3,146,25! 3,245,30:
947,70! 647,21: 365,73.
- - (244,51)
(877,99) (560,68!) (220,08
(12) (12) (180)
3,302,46! 3,232,76! 3,146,25!
23€ 23€ 6,971
— — (6,735
23€ 23€ 23€
5,86( 4,56¢ 6,60¢
1,42¢ 1,371 1,29¢
— 1,54¢ —
(1,37)) (1,630) (3,339
5,91¢ 5,86( 4,56¢
$9,647,15! 9,466,79! 3,167,80:!
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CENTURYLINK, INC.
Notes to Consolidated Financial Statements
December 31, 2010
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidatio— Our consolidated financial statements includeabeunts of CenturyLink, Inc. (“CenturyLink”) aiitd
majority-owned subsidiaries.

Embarqg acquisitio— On July 1, 2009, we acquired Embarqg Corporati@mparq”) through a merger transaction, with Embsuigviving
the merger as a wholly-owned subsidiary of CentimgLThe results of operations of Embarq are inetlith our consolidated results of
operations beginning July 1, 2009. See Note 2dditenal information related to the Embarq acgiosi.

Discontinuance of regulatory accounti— Through June 30, 2009, CenturyLink accountedtforegulated telephone operations (except for
the properties acquired from Verizon in 2002) in@dance with the provisions of regulatory accaumtinder which certain of our assets and
liabilities were required to be recorded and, adicwly, reflected in the balance sheets of our lstgd entities. On July 1, 2009, we
discontinued the accounting requirements of regujaaccounting upon the conversion of substantalllpf our rate-of-return study areas to
federal price cap regulation. In the third quade2009, upon the discontinuance of regulatory antiog, we recorded a non-cash
extraordinary gain in our consolidated statemehisamme of $136.0 million after-tax. See Note b6 &dditional information.

Subsequent to the July 1, 2009 discontinuaficegulatory accounting, all intercompany trangsxs with affiliates have been eliminated
from the consolidated financial statements. Poajuly 1, 2009, intercompany transactions with tatgal affiliates subject to regulatory
accounting were not eliminated in connection withpgaring the consolidated financial statements)lasved by the provisions of regulatory
accounting. The amount of intercompany revenuescant$ that were not eliminated related to the fiedf of 2009 approximated
$114 million.

Estimates— The preparation of financial statements in comiity with generally accepted accounting principleguires management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and discsiicontingent assets and liabilities at
date of the financial statements and the reponteoluats of revenues and expenses during the regqréiriod. Actual results may differ from
those estimates.
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Revenue recognitic— Revenues are generally recognized when servieggravided or when products are delivered to custs. Revenue
that is billed in advance includes monthly recugnretwork access services, special access seanckesionthly recurring local line charges.
The unearned portion of this revenue is initialifetred as a component of advance billings andmest deposits on our balance sheet and
recognized as revenue over the period that thécssrare provided. Revenue that is billed in agé@eludes switched access services,
nonrecurring network access services, nonreculoicg services and long distance services. Theegldont unbilled portion of this revenue is
recognized as revenue in the period that the ses\dce provided. We offer bundle discounts to astamers who receive certain grouping
services. These bundle discounts are recognizezlioamtly with the associated revenues and areattal to the various services in the
bundled offering based on the relative fair valfiseyvices included in each bundled combinatiorveReaes from installation activities are
deferred and recognized as revenue over the estinligg of the customer relationship. The cost®eiséed with such installation activities,
to the related amount of deferred revenue, areef@and recognized as an operating expense o¥esathe period. We offer some products
and services that are provided by third-party vesidé/e review the relationship between us, the geadd the end customer to assess
whether revenue should be reported on a grosstdrases. In assessing whether revenue should loeteeon a gross or net basis, we
consider whether we act as a principal in the @atisn, take title to the products, have risk amdards of ownership, and act as an agent or
broker.

Allowance for doubtful accoun— In evaluating the collectibility of our accoumeceivable, we assess a number of factors, inadualin
specific customer’s or carrier’s ability to meetfinancial obligations to us, the length of tihe teceivable has been past due and historical
collection experience. Based on these assessmentgcord both specific and general reserves foollectible accounts receivable to reduce
the stated amount of applicable accounts receitalitee amount we ultimately expect to collect.

Property, plant and equipme— As discussed in Note 2, the property acquirecbimection with the acquisition of Embarq was rdedr
based on its fair value. Substantially all othéggbone plant is stated at original cost. Normatements of telephone plant are charged
against accumulated depreciation, along with tretscof removal, less salvage, with no gain or tesegnized. Renewals and betterments of
plant and equipment are capitalized while repaissyell as renewals of minor items, are chargegptrating expense. Depreciation of
telephone plant is provided on the straight linghoé using class or overall group rates; such @esamnual rates range from 2% to 29%.

Non-telephone property is stated at cost a@n sold or retired, a gain or loss is recogni¥®d.depreciate such property on the straight
line method over estimated service lives rangiognftwo to 35 years.

We perform annual internal studies to deteentire depreciable lives for our property, plant agdipment. Our studies utilize models that
take into account actual usage, replacement histody

A-42




Table of Contents

assumptions about technology evolution to estirttegagemaining life of our asset base. The changesii estimates incorporated as a result
of our 2010 internal study did not have a matengdact on the level of our depreciation expense.

Gooduwill and other long-lived assets Goodwill recorded in a business combination guieed to be reviewed for impairment and to be
written down only in periods in which the recordadount of goodwill exceeds its fair value. Applibccounting guidance also stipulates
certain factors to consider regarding whether d¢rantniggering event has occurred that would regparformance of an interim goodwiill
impairment test. We test impairment of goodwillestst annually by comparing the fair value of thearting unit to its carrying value
(including goodwill). We base our estimates of fhie value of the reporting unit on valuation maglabing criterion such as multiples of
earnings. See Note 4 for additional informatiorhétiong-lived assets (exclusive of goodwill) azgiewed for impairment whenever events
and circumstances indicate that such carrying atnmanmot be recoverable by assessing the recoligraifithe carrying value through
undiscounted net cash flows expected to be genkbgtthe assets.

Income taxe— We file a consolidated federal income tax retwith our eligible subsidiaries. We use the assdtlability method of
accounting for income taxes under which deferredasets and liabilities are established for theréutax consequences attributable to
differences between the financial statement cagrgimounts of assets and liabilities and their rethgetax bases. We establish valuation
allowances when necessary to reduce deferred intaxrassets to the amounts that we believe are liketg than not to be recovered.

Postretirement and pension pla— We recognize the overfunded or underfunded statosir defined benefit and postretirement planaras
asset or a liability on our balance sheet, witladjustment to stockholders’ equity (reflected agnanease or decrease in accumulated other
comprehensive income or loss) for the accumulatéghsial gains or losses. Pension and postretirebemefit expenses are recognized over
the period in which the employee renders servicelmtomes eligible to receive benefits. We makeifidgnt assumptions (including the
discount rate, expected rate of return on plantassel health care trend rates) in computing tinsipa and postretirement benefits expense
and obligations. See Notes 11 and 12 for additiofafmation.

Stock-based compensatien We measure our cost of awarding employees witlitgmqstruments based upon allocations of thevfalue of
the award on the grant date. See Note 15 for aditinformation.

Derivative financial instrument— We account for derivative instruments and hedgictivities in accordance with applicable accoumtin
guidance which requires that all derivative insteumts, such as interest rate swaps, be recognizéd financial statements and measured at
fair value regardless of the purpose or intentadfling them. On the date a derivative contrachigeed into, we designate the derivative as
either (i) a fair value hedge, which involves adredf the fair value of a recognized asset or
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liability or of an unrecognized firm commitment @) a cash flow hedge, which involves a hedge @dracasted transaction or the variability
of cash flows to be received or paid related teagnized asset or liability. We also formally asséoth at the hedge’s inception and on an
ongoing basis, whether the derivatives that ard irsbedging transactions are highly effective fisetting changes in fair values or cash
flows of hedged items. If we determine that a d&tiixe is not, or is no longer, highly effectiveaabedge, we would discontinue hedge
accounting prospectively. We recognize all derixegion the balance sheet at their fair value. Gdairgthe fair value of derivative financial
instruments are either recognized in income ondtolders’ equity (as a component of accumulate@rotomprehensive income (loss)),
depending on the use of the derivative and whetligralifies for hedge accounting. We do not haldssue derivative financial instruments
for trading or speculative purposes. Managemenbgieally reviews our exposure to interest ratetillations and implements strategies to
manage the exposure. See Note 7 for additionatrirdtion.

Earnings per shar— We determine basic earnings per share amouritsedasis of the weighted average number of conshares
outstanding during the applicable accounting peiizithited earnings per share gives effect to aléptal dilutive common shares that were
outstanding during the period. See Note 14 fortamtdil information.

Cash equivalents— We consider short-term investments with a matwaitdate of purchase of three months or less tabk equivalents.

Recent accounting pronounceme— In September 2009, the Financial Accounting Statisl Board updated the accounting standard
regarding revenue recognition for multiple deliv@esarrangements, such as the service bundlesferetofour customers. This update
requires the use of the relative selling price rmdttvhen allocating revenue in these types of agaremts. This method allows a vendor to
use its best estimate of selling price if neithemdor specific objective evidence nor third pastigence of selling price exists when
evaluating multiple deliverable arrangements. Btémdard update is effective January 1, 2011 andmadopted prospectively for revenue
arrangements entered into or materially modifig¢drahe date of adoption or retrospectively forrallenue arrangements for all periods
presented. We currently do not expect this standpdéte to have a material impact on our consddifihancial statements.

In January 2010, we adopted the accountinglatal update regarding fair value measurementsliaotbsures, which requires additional
disclosures and explanations for transfers of e rassets and liabilities between certain leirethie fair value hierarchy. The adoption of
this accounting standard update did not have arrabiepact on our consolidated financial statersent

A-44




Table of Contents

Reclassification— Certain amounts for prior periods have been ssdfi@d to conform to current year presentationoluding the
reclassification of certain revenue components arfully described in Note 20.

(2) EMBARQ ACQUISITION

On July 1, 2009, we acquired Embarq througheager transaction, with Embarq surviving the meegea wholly-owned subsidiary of
CenturyLink. We accounted for such acquisition parg to Financial Accounting Standards Board guidaon business combinations, which
requires an acquiring entity to recognize all & #ssets acquired and liabilities assumed in adrdion at the acquisition date fair value with
limited exceptions. Such guidance also changeadheunting treatment for certain specific items|uding acquisition costs, acquired
contingent liabilities, restructuring costs, deéertax asset valuation allowances and income tegrtainties after the acquisition date and is
effective for us for all business combinations vattyuisition dates after January 1, 2009.

As a result of the acquisition, each outstagdihare of Embarg common stock was convertedfigtoight to receive 1.37 shares of
CenturyLink common stock (“CTL common stock”), withsh paid in lieu of fractional shares. Basedhemumber of CenturyLink common
shares issued to consummate the merger (196.bmjjlthe closing stock price of CTL common stoclof3une 30, 2009 ($30.70) and the
pre-combination portion of share-based compensatimards assumed by CenturyLink ($50.2 million), dlggregate merger consideration
approximated $6.1 billion. The premium paid by mshis transaction is attributable to strategicddits, including enhanced financial and
operational scale, market diversification, levethgembined networks and improved competitive positig. None of the goodwill associal
with this transaction is deductible for income paxposes.

The results of operations of Embarq are inetlish our consolidated results of operations bagmduly 1, 2009. Approximately
$4.866 billion and $2.563 billion of operating reves of Embarq are included in our consolidatedltesf operations for 2010 and 2009,
respectively. CenturyLink was the accounting acgjuim this transaction. We have recognized Embassets and liabilities at their
acquisition date estimated fair values. The assagrirof a fair value to the assets acquired andlitiab assumed of Embarg (and the related
estimated lives of depreciable tangible and id&ttié intangible assets) require a significant am@df judgment. The fair value of property,
plant and equipment and identifiable intangibleetssvere determined based upon analysis performad lmdependent valuation firm. The
fair value of pension and postretirement obligadioras determined by independent actuaries. Thedhie of long-term debt was determined
by management based on a discounted cash flowsasalging the rates and maturities of these diidige. compared to terms and rates
currently available in the long-term financing metdkat the time of acquisition. All other fair valdeterminations, which consisted primarily
of Embarg’s current assets, current liabilities daterred income taxes, were made by
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management. Upon the end of the measurement parihe 2010, we assigned the following final feitue amounts to the assets acquired
and liabilities assumed for the Embarq acquisition.

Fair value
as of July 1, 200
(Dollars in thousand

Current assets $ 675,72(
Property, plant and equipme 6,077,67.
Identifiable intangible asse
Customer lis 1,098,001
Rights of way 268,47
Other (trademarks, internally developed softwacenses 26,817
Other nor-current assei 24,13
Current liabilities (837,13)
Long-term debt, including current maturiti (4,886,70i)
Other lon¢-term liabilities (2,621,49)
Goodwill 6,244,96!
Total purchase pric $ 6,070,44!

* Includes a fair value of $440 million assigntedcaccounts receivable which had a gross contracaliae of $492 million as of July 1,
2009. The $52 million difference represents out ksmate as of July 1, 2009 of the contractushdbws that would not be collecte

We recognized approximately $88 million obiidies arising from contingencies as of the asifion date on the basis that it was probi
that a liability had been incurred and the amowuia be reasonably estimated. Such contingencieggily relate to transaction and prope
tax contingencies and contingencies arising frafimbidisputes with various parties in the commatiicns industry.

The following unaudited pro forma financialdmmation presents the combined results of Centimk/and Embarq as though the
acquisition had been consummated as of Janua§0B, @d 2008, respectively, for the two periods@néed below.

Twelve months
ended December 3
2009 2008
(Dollars, except per sha
amounts, in thousand

Operating revenue $7,645,00! 8,289,001
Income before extraordinary ite $ 895,00( 1,087,00!
Basic earnings per share before extraordinary $ 3.0C 3.5t
Diluted earnings per share before extraordinam $ 2.9¢ 3.5¢

These results include certain adjustmentsanily due to adjustments to depreciation and aadibn associated with the property, plant
and equipment and identifiable intangible assatseiased retiree benefit costs due to the remeasutef the benefit obligations, and the
related income tax effects. Pro forma operatingnexes for the year ended December 31, 2009 inalpgmximately $104 million of
revenues that would have been eliminated had dyrlJ2009 discontinuance of the application ofulatpry accounting been effective as of
January 1, 2009. The pro forma information does not
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necessarily reflect the actual results of operatiwed the acquisition been consummated at the tiegiof the period indicated nor is it
necessarily indicative of future operating resulither than those actually realized during thehadt of 2009, the pro forma information does
not give effect to any potential revenue enhancésn@ncost synergies or other operating efficientimt have resulted or could result from
the acquisition.

During 2010 and 2009, we recognized an agteegfaapproximately $121.7 million and $253.7 moiflj respectively, of integration,
transaction and other costs related to the Embaquisition, including costs associated with systd customer conversions, employee-
related severance and benefit costs, investmekebamd legal fees associated with the mergerrgosind branding costs associated with
changing our trade name to CenturyLink.

In connection with consummating the Embarquéition, on July 1, 2009, we amended our chadé€i)teliminate our time-phase voting
structure, which previously entitled persons whodjieially owned shares of our common stock cordimly since May 30, 1987 to ten votes
per share, and (i) increase the authorized nurobsghares of our common stock from 350 million @®8&nillion. As so amended and restated,
our charter provides that each share of our comstmok is entitled to one vote per share with resfmeeach matter properly submitted to
shareholders for their vote, consent, waiver, sdem other action.

On January 23, 2009, Embarq amended its CAggldement to effect, upon completion of the mergewaiver of the event of default that
would have arisen under the Credit Agreement salslg result of the merger and enabled the Craegi#dment, as amended, to remain in
place after the merger. Previously, in connectidth wgreeing to acquire Embarg, we had enteredardgommitment letter with various
lenders which provided for an $800 million bridgeifity that would have been available to, amoreothings, refinance borrowings under
the Credit Agreement in the event a waiver of thené of default arising from the consummation @& therger could not have been obtained
and other financing was unavailable. On Januarp@@9, we terminated the commitment letter and paidggregate of $8.0 million to the
lenders. Such amount is reflected as an expensgtiiier income (expense)) in 2009.

(3) PENDING ACQUISITION OF QWEST

On April 21, 2010, we entered into a defiretimgreement under which we propose to acquire QRa@simunications International Inc.
(“Qwest”) in a tax-free stock-for-stock transactidinder the terms of the agreement, Qwest sharefsoWiill receive 0.1664 CenturyLink
shares for each share of Qwest common stock theyabwlosing. CenturyLink shareholders are expetdenivn approximately 50.5% and
Qwest shareholders are expected to own approxiyné®eb% of the combined company at closing. As e€&mber 31, 2010, Qwest had
outstanding approximately (i) 1.764 billion shasésommon stock and (ii) $11.947 billion of long+tedebt.
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Completion of the transaction is subject ®itceipt of regulatory approvals, including apaterom the Federal Communications
Commission and certain state public service conmiorissas well as other customary closing conditi®ubject to these conditions, we
anticipate closing this transaction on April 1, 20If the merger agreement is terminated undearedircumstances, we may be obligated to
pay Qwest a termination fee of $350 million or Qtwesy be obligated to pay CenturyLink a terminafiee of $350 million.

(4) GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 20002009 were composed of the following:

December 31 2010 2009
(Dollars in thousands

Goodwill $10,260,64 10,251,75
Intangible assets subject to amortizal

Customer list, less accumulated amortization ofo$832 and $148,4¢ 929,90° 1,130,81

Other, less accumulated amortization of $8,297%#2)466 41,67( 47,10
Intangible assets not subject to amortiza 268,50( 268,50(
Billing system development costs, less accumulatedrtization of $73,735 and $61,6 162,80¢ 174,87
Investment in 700 MHz wireless spectrum licer 149,42! 149,42!
Deferred costs associated with installation ad&s 114,37" 91,86¢
Cash surrender value of life insurance contr 99,46: 100,94!
Investment in unconsolidated cellular partners 33,01¢ 32,67¢
Other 80,68¢ 94,03’

$12,140,49 12,341,99

Our goodwill was derived from numerous pregi@gquisitions whereby the purchase price exceefhir value of the net assets
acquired. The change in the balance of goodwithfidecember 31, 2009 is attributable to the findilimaof the assignment of fair value to
Embarg’s assets and liabilities acquired (primac#ytain contingent liabilities and deferred incataees finalized within the measurement
period) in connection with our July 1, 2009 acdiosi of Embarqg.

The vast majority of our goodwill is attribbte to our telephone operations, which we inteynaflerate and manage based on five
geographic regions which were established in camrewith our acquisition of Embarg. We test forogavill impairment for our telephone
operations at the region level due to the simitam@mic characteristics of the individual reportungts that comprise each region.
Impairment of goodwill is tested by comparing taé /alue of the reporting unit to its carrying wal(including goodwill). Estimates of the
fair value of the reporting unit of our telephomeeaations are based on valuation models using igebs such as multiples of earnings
(before interest, taxes and depreciation and apaditin). We also evaluate goodwill impairment of other operations primarily based on
multiples of earnings and revenues. If the faiueadf the reporting unit is less than the carryiatye, a second calculation is required in
which
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the implied fair value of goodwill is compared te carrying value. If the implied fair value of giwill is less than its carrying value, good\
must be written down to its implied fair value.

As of September 30, 2010, we completed ounahimpairment test of goodwill and concluded that goodwill was not impaired as of
that date and we believe that no events have atsubsequent to that date that would impact callysis. However, as of September 30,
2010, the estimated fair value of the Southernoregxceeded its carrying value by less than 10%ul8hevents occur (such as continued
access line losses or other revenue reductionsivitiald cause the fair value to decline below &sging value, we may be required to record
a non-cash charge to earnings during the periedinh the impairment is determined.

We are amortizing our customer list intangidset associated with our Embarg acquisition ameaverage of 10 years using an
accelerated method of amortization (sum-of-theyegits) to more closely match the estimated ¢lasih generated by such asset. Our
remaining customer list intangible assets are baingrtized over a range of 5-15 years using tteégstt-line amortization method. Effective
July 1, 2009 we changed the assessment of uskfdibti our franchise rights from indefinite to 28ays (straight-line). We periodically
evaluate our customer list intangible asset toresliat our current amortization method and remainiseful lives are appropriate.

Total amortization expense related to thenigiale assets subject to amortization for 2010 $236.3 million and is expected to be
$185.6 million for 2011, $164.5 million for 2012146.2 million for 2013, $126.0 million in 2014 a&d06.9 million in 2015 (based on
intangible assets held at December 31, 2010).

In connection with our acquisition of Embangg established an intangible asset associatedrigtitrof-way and other real estate
agreements of approximately $268.5 million. We hewecluded that such asset has an indefinite titetherefore is currently not being
amortized. We annually review this asset for pag¢imhpairment.

We accounted for the costs to develop an iated billing and customer care system in accorelavith applicable accounting guidance
related to internally developed software. Aggregaigitalized costs (before accumulated amortizatataled $236.5 million and are being
amortized over a twenty-year period.

The costs associated with installation adésiare deferred and recognized as an operatingnegpover the estimated life of the customer
relationship (10 years). Such costs are only defeto the extent of the related deferred revenue.

During 2008, we paid an aggregate of approtetya149 million for 69 licenses in the FG&CAuction of 700 megahertz wireless specti
We annually review this asset for potential impani
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(5) PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment at Decer3tie2010 and 2009 was composed of the following:

December 31 2010 2009
(Dollars in thousands
Cable and wirt $ 8,194,39: 8,133,83
Central office 5,082,85I 4,611,40
General suppol 2,199,52! 1,873,52!
Fiber transpor 370,19¢ 343,20¢
Information origination/terminatio 104,83: 85,02¢
Construction in progres 271,73¢ 430,11¢
Other 105,71: 79,64¢
16,329,24. 15,556,76
Accumulated depreciatic (7,574,76) (6,459,62)
Net property, plant and equipme $ 8,754,47 9,097,13!

Depreciation expense was $1.227 billion, $838illion and $506.9 million in 2010, 2009 and 2068spectively.

A-50




Table of Contents

(6) LONG-TERM DEBT
Our long-term debt as of December 31, 20102009 was as follows:

December 31 2010 2009
(Dollars in thousands
CenturyLink
.82%* Senior credit facility $ 365,00( 291,20(
Senior notes and debentur
7.20% Series D, due 20: 100,00 100,00
6.875% Series G, due 20 425,00( 425,00(
8.375% Series | — 482,47(
7.875% Series L, due 20 317,53( 317,53(
5.0% Series M, due 20: 350,00( 350,00(
6.0% Series N, due 20: 500,00( 500,00(
5.5% Series O, due 20 175,66! 175,66!
7.6% Series P, due 20 400,00( 400,00(
6.15% Series Q, due 20 250,00 250,00
Unamortized net discou (4,20%) (5,33))
Unamortized premium associated with derivativerimsents:
Series H senior note — 2,24(
Series L senior note 5,73¢ 9,182
Total CenturyLink 2,884,72! 3,297,95I
Subsidiaries
Embarg Corporatio
Senior note!
6.738% due 201 528,25¢ 528,25¢
7.1%, due 201 2,000,00!I 2,000,001
8.0%, due 203 1,485,00!I 1,485,00!
8.1%* Other, due through 20: 522,22: 524,27
Unamortized net discou (174,99) (178,155

First mortgage det
5.40%* notes, payable to agencies of the U. S. gonent and cooperative lending associations,

in installments through 20z 82,27( 94,60:
Other deb

10.0% note! 10C 10C
Capital lease obligatior — 1,68¢
Total subsidiarie: 4,442 85! 4,455,76.

Total lon¢-term debt 7,327,58 7,753,71
Less current maturitie 11,58: 500,06!
Long-term debt, excluding current maturiti $7,316,00 7,253,65.

* Weighted average interest rate at December 31,

The approximate annual debt maturities forfibe years subsequent to December 31, 2010 dialaws: 2011 — $11.6 million; 2012 —
$327.6 million; 2013 — $818.5 million; 2014 — $3InBllion and 2015 $715.3 million.

Certain of our loan agreements contain varresgrictions, among which are limitations regagdssuance of additional debt, payment of
cash dividends, reacquisition of capital stock atiebr matters. In addition, the transfer of funsrf certain consolidated subsidiaries to
CenturyLink is restricted by various loan agreeraeSubsidiaries which have loans from governmeaneigs and cooperative lending
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associations, or have issued first mortgage bagetserally may not loan or advance any funds to @ghink, but may pay dividends if
certain financial ratios are met. At December 31,®, all of our consolidated retained earningeéd on the balance sheet was available
under our loan agreements for the declarationoéidhds.

The senior notes and debentures of Centurytafdered to above were issued under an indentteddVarch 31, 1994. This indenture
does not contain any financial covenants, but dedade restrictions that limit our ability to {@cur, issue or create liens upon our property
and (ii) consolidate with or merge into, or tramsfelease all or substantially all of its assetsany other party. The indenture does not co
any provisions that are impacted by our credingsj or that restrict the issuance of new secaritighe event of a material adverse change to
us.

Embarg’s senior notes were issued pursuazm iodenture dated as of May 17, 2006. While Emisagegnerally prohibited from creating
liens on its property unless its senior notes aceiied equally and ratably, Embarqg can create berits property without equally and ratably
securing its senior notes so long as the sum dfiddibtedness so secured does not exceed 15% afrgimloonsolidated net tangible assets.
The indenture contains customary events of defaalie of which are impacted by Embarq’s credingatiThe indenture does not contain any
financial covenants or restrictions on the abiidyssue new securities in accordance with thegarhthe indenture.

Various of our other subsidiaries have outditag first mortgage bonds or unsecured debentti@sh issue of these first mortgage bonds
are secured by substantially all of the propergnpand equipment of the issuing subsidiary. Agpnately 50% of our property, plant and
equipment is pledged to secure the long-term dietutilosidiaries.

In September 2009, CenturyLink and its whallyned subsidiary, Embarqg, commenced joint debtaenffers under which they offered
purchase up to $800 million of their outstandingesoln October 2009, (i) Embarqg purchased for &sti.7 million principal amount of its
6.738% Notes due 2013 and (ii) CenturyLink purch&se cash $74.3 million principal amount of it§% Series O Senior Notes, due 2013,
$182.5 million principal amount of its 7.875% SerleSenior Notes, due 2012, and $17.5 million ppakcamount of its 8.375% Series H
Senior Notes, due 2010. Due primarily to the prensiypaid in connection with these debt extinguishsame recorded a one-time pre-tax
charge of approximately $61 million in the fourthagter of 2009 related to the completion of thel&roffers (which is reflected in other
income (expense) and interest expense on our ¢dasad statements of income).

We funded these debt tender offers with net@eds of $644.4 million from the September 208@asace of (i) $250 million of 10-year,
6.15% Series Q senior notes and $400 million of&8k, 7.6% Series P senior notes and (ii) additibaaowings under our existing
revolving credit facility.
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As of December 31, 2010, we had availableunsecured revolving credit facilities, (i) a fivear, $750 million facility of CenturyLink
and (i) an $800 million facility of Embarq. As Bfecember 31, 2010, we had approximately $365.0anitutstanding under these credit
facilities (all of which related to CenturyLink’adility).

In January 2011, we entered into a new foaryevolving credit facility that allows us to bow up to $1.0 billion initially with the total
capacity of the credit facility increasing to $billion upon the consummation of our pending acitjois of Qwest. Up to $400 million of this
new credit facility can be used for letters of drelaterest will be assessed on future borrowingisg the London Interbank Offered Rate
(LIBOR) plus an applicable margin between .5% arid@per annum depending on the type of loan andhaur current senior unsecured
long-term debt rating. Upon the execution of thes weedit facility, the two credit facilities mentied above were terminated. As a result of
the execution of the new credit facility in earl§12, the amount outstanding under our predecesadit €acility as of December 31, 2010 |
been reflected in long-term debt. As of FebruaryZZ81, we had $280 million outstanding under tbe oredit facility. For additional
information regarding our new replacement creditlity, see Note 22.

As was the case with our predecessor credlitfes, (i) outstanding letters of credit dirgctieduce the amount available for other
extensions of credit under our new credit faciiibyd (ii) outstanding borrowings under our comméngiger program, which effectively
cannot exceed the amount available under our neilityaeffectively have the same result on ourroaring capacity under the new facility.
As of February 28, 2011, approximately $61 millafrietters of credit were outstanding and no amewrre outstanding under our
commercial paper program.

(7) DERIVATIVE INSTRUMENTS

In 2003, we entered into four separate falueanterest rate hedges associated with the &ilD$nillion principal amount of our Series L
senior notes, due 2012, that pay interest at @ fizte of 7.875%. These hedges were “fixed to béefanterest rate swaps that effectively
converted our fixed rate interest payment obligetiander these notes into obligations to pay vhriadies. In January 2008, we terminate
of our existing “fixed to variable” interest rateaps associated with the full $500 million prindipenount of our Series L senior notes. In
connection with the termination of these derivatiwse received aggregate cash payments of appralin®25.6 million, which has been
reflected as a premium of the associated long-thrbt and is being amortized as a reduction of @éstezxpense through 2012 using the
effective interest method. In addition, in Janu2@98, we also terminated certain other derivatitias were not deemed to be effective
hedges. Upon the termination of these derivatmespaid an aggregate of approximately $4.9 mil(@md recorded a $3.4 million pre-tax
charge in the first quarter of 2008 related togbttlement of these derivatives). During 2010 andfdDecember 31, 2010, we had no
derivative instruments outstanding.
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(8) DEFERRED CREDITS AND OTHER LIABILITIES
Deferred credits and other liabilities at Daber 31, 2010 and 2009 were composed of the fatigwi

December 31 2010 2009
(Dollars in thousands
Deferred federal and state income ta $2,368,69: 2,256,57!
Accrued pension cos 802,09( 960,61(
Accrued postretirement benefit co 503,90° 525,03:
Deferred revenu 147,75¢ 136,96
Unrecognized tax benefits for uncertain tax posi 66,501 83,93:
Casualty insurance resen 64,18 60,66¢
Other 110,75! 111,29:
$4,063,89. 4,135,08:

For additional information on deferred fedexatl state income taxes, accrued pension costacanded postretirement benefit costs, see
Notes 13, 12 and 11, respective

(9) REDUCTIONS IN WORKFORCE

During each of the last three years, we hawmanced workforce reductions primarily due tdr{greased competitive pressures and the
loss of access lines over the last several yeigrprggression or completion of our Embarqg and Mad River integration plans; and (iii) the
elimination of certain customer service personmg th reduced call volumes. In connection therewihincurred pre-tax operating expense
charges of approximately $27.3 million in 2010, $8illion in 2009 and $2.0 million in 2008 for srance and related costs.

The following table reflects additional infoation regarding the severance-related liabilityZ6£0, 2009 and 2008 (in thousands):

Balance at December 31, 2C $ 1,83t
Amount accrued to expen 2,04¢
Amount paid (2,089)
Balance at December 31, 2C 1,79¢
Severanc-related liability assumed in Embarq acquisit 31,08¢
Amount accrued to expen 80,58(
Amount paid (44,899
Balance at December 31, 2C 68,56¢
Amount accrued to expen 27,25¢
Amount paid (77,829
Balance at December 31, 2C $ 18,00
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(10) STOCKHOLDERS'’ EQUITY

Common stock Unissued shares of CenturyLink common stock weserved as follows:

December 31 2010
(In thousand:
Incentive compensation progral 25,24t
Acquisitions 4,064
Employee stock purchase pl 3,99(
Dividend reinvestment pla 59t
Conversion of convertible preferred stc 13
33,90°

In January 2009, in connection with the speuieeting of shareholders to approve share isssanamnnection with our acquisition of
Embarq, our shareholders approved a charter ametidmeliminate certain special voting rights afigeterm shareholders upon the
consummation of the Embarq acquisition. On Julg009, we issued 196.1 million shares of Centuryldoknmon stock in connection with
the acquisition of Embarg. See Note 2 for additiamf@mrmation.

In accordance with previously-announced stegkirchase programs, we repurchased 9.7 millioresi#or $347.3 million) in 2008.

In December 2007, the Financial Accountingh8tads Board issued guidance regarding noncomtgoititerests in consolidated financial
statements, which requires noncontrolling interastse recognized as equity in the consolidateahiinal statements. In addition, net income
attributable to such noncontrolling interests guieed to be included in consolidated net incontés Guidance was effective for our 2009
fiscal year and prior periods have been adjustedftect this presentation.

Preferred stocl- As of December 31, 2010, we had 2.0 million sharfeauthorized preferred stock, $25 par valueshare. At December 31,
2010 and 2009, there were approximately 9,400 sh&reutstanding convertible preferred stock. Haide outstanding CenturyLink
preferred stock are entitled to receive cumulativédends, receive preferential distributions eqoab25 per share plus unpaid dividends t
CenturyLink’s liquidation and vote as a single slagth the holders of common stock.

(11) POSTRETIREMENT BENEFITS

Our postretirement health care plan providestretirement benefits to qualified retirees. Thetpetirement health care plan we assume
part of our acquisition of Embarq provides postestient benefits to qualified legacy Embarq retir@as allows (i) eligible employees retiri
before certain dates to receive benefits at nedueed cost and (ii) eligible employees retiringaéertain dates to receive benefits on a
shared cost basis. The postretirement health ¢aneigogenerally funded by us and we expect to
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continue funding these postretirement obligatiombenefits are paid. Our plan uses a December asurement date.

The following is a reconciliation of the beging and ending balances for the benefit obligatind the plan assets.

December 31 2010 2009 2008
(Dollars in thousands

Change in benefit obligatic

Benefit obligation at beginning of ye $582,34! 292,88° 306,63:
Service cos 14,68( 8,76¢ 4,92¢
Interest cos 32,11¢ 26,69: 19,39:
Participant contribution 14,38: 3,01z 2,78¢
Plan amendmen (84€) — (9,099
Acquisitions — 228,20 —
Direct subsidy receipt 1,092 62€ 1,092
Actuarial (gain) los: (31,979 58,45¢ (12,997
Benefits paic (54,077) (36,297 (20,867)
Benefit obligation at end of ye $557,72: 582,34! 292,88
Change in plan asse
Fair value of plan assets at beginning of \ $ 57,31: 16,80¢ 28,32«
Return (loss) on plan asst 5,91¢ 6,40¢ (6,16€)
Acquisitions — 33,20( —
Employer contribution: 30,273 34,18: 12,72:
Participant contribution 14,38: 3,01z 2,78¢
Benefits paic (54,077) (36,297 (20,867)
Fair value of plan assets at end of y $ 53,81« 57,31% 16,80"

The following table sets forth the amountsogrized as liabilities on the balance sheet fotrptieement benefits at December 31, 2010,
2009 and 2008.

December 31 2010 2009 2008
(Dollars in thousands

Benefit obligatior $(557,72) (582,34 (292,88)

Fair value of plan asse 53,81« 57,31 16,80¢

Accrued benefit cos $(503,907) (525,03) (276,082

Net periodic postretirement benefit cost foL@, 2009 (which only includes the effects of oundarg acquisition subsequent to July 1,
2009) and 2008 included the following components:

Year ended December & 2010 2009 2008
(Dollars in thousands

Service cos $14,68( 8,76 4,92¢
Interest cos 32,11¢ 26,69: 19,39¢
Expected return on plan ass (3,43Y) (2,386 (2,337
Amortization of unrecognized prior service cre (3,439 (3,546 (2,606
Amortization of unrecognized net lo 942 — —
Net periodic postretirement benefit ¢ $40,87: 29,52t 19,37¢
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The unamortized prior service credit ($11.7iam as of December 31, 2010) and unrecognizedatiarial loss ($30.6 million as of
December 31, 2010) components have been reflestadbd2.3 million after-tax decrease to accumulatedr comprehensive loss within
stockholders’ equity. The estimated amount of mebrization income of the above unrecognized itémas will be amortized from
accumulated other comprehensive loss and reflectedcomponent of net periodic postretirementadmshg 2011 is $2.3 million income for
the prior service credit.

Assumptions used in accounting for postret@etibenefits as of December 31, 2010 and 2009 were:

2010 2009
Determination of benefit obligatic
Discount rate 5.3(% 5.7-5.8%
Healthcare cost increase trend r¢
Following yeat 8.5(% 8.C%
Rate to which the cost trend rate is assumed tiingeche ultimate cost trend rai 5.C% 5.C%
Year that the rate reaches the ultimate cost tratm 201¢ 201¢
Determination of benefit co
Discount rate 5.7-5.8% 6.4-6.9(%
Expected return on plan ass 7.25% 8.25-8.5(%

Our discount rate is based on a hypotheticafqlio of bonds rated AA- or better that produeesash flow matching the projected benefit
payments of the plans. In determining the expetagdn on plan assets, we study historical marketsapply the widely-accepted capital
market principle that assets with higher volatibityd risk generate a greater return over the leng.tWe evaluate current market factors such
as inflation and interest rates before determitomg-term capital market assumptions. We also reyieer data and historical returns to
check for reasonableness.

Assumed health care cost trends have an ingpeitte amounts reported for postretirement bepkits. A one-percentage-point change in
assumed health care cost rates would have thevialipeffects:

1-Percentagr 1-Percentagr
Point Increas Point Decreas
(Dollars in thousands
Effect on annual total of service and interest coshponent: $ 10¢ (132
Effect on postretirement benefit obligati $ 1,28 (1,529

We employ a total return investment approabkneby a mix of equities and fixed income investtaame used to maximize the long-term
return of plan assets for a prudent level of riRisk tolerance is established through careful aersition of plan liabilities, plan funded status
and corporate financial condition. We measure aoditar investment risk on an ongoing basis throaghual liability measurements,
periodic asset studies and periodic portfolio rexgie
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Our weighted-average asset allocations at dbee 31, 2010 and 2009 by asset category are las/fol

2010 2009
Equity securities 19.% 18.€
Debt securitie! 72.2 64.t
Cash and cash equivalel 7.8 16.€
Total 100.% 100.(

As of December 31, 2010, we used the followialyiation techniques to measure fair value foe@sg here were no changes to these
methodologies during 2010:

Level 1 — Assets were valued using the closingepraported in the active market in which the indligl security was traded.

Level 2 — Assets were valued using quoted pricasarkets that are not active, broker dealer quanatinet asset value of shares held by
the plans and other methods by which all signifigaput were observable at the measurement date.

Level 3 — Assets were valued using valuation repfsadm the respective institutions at the measuragmate.
The following table presents the hierarchyelevfor our postretirement benefit plan’s investtaeas of December 31, 2010:

Level 1 Level 2 Level 3 Total
(Dollars in thousands

Equity securities

Common stocks, preferred stocks, equity funds afeded securitie $ 5,204 5,48 — 10,69:
Debt securitie! 35,22 3,64¢ — 38,87(
Cash 4,252 — — 4,252
Total $44,67¢ 9,13t — 53,81«

The following table presents the hierarchyelevfor our postretirement benefit plan’s investtaeas of December 31, 2009:

Level 1 Level 2 Level 3 Total
(Dollars in thousands

Equity securitie:

Common stocks, preferred stocks, equity funds afeded securitie $ 4,967 5,68¢ — 10,65¢
Debt securitie! 32,90( 4,07t — 36,97¢
Cash 9,68 — — 9,68
Total $47,54¢ 9,76 — 57,31:

Our plan invests in various securities, sofnwhich are exposed to various risks such as isteste, market and credit risks. Due to the
level of risk associated with certain investmerusiies, it is at least reasonably possible tianges in the values of investment securities
will occur in the near

A-58




Table of Contents

term and that those changes could materially affecmounts reported in the statement of netsaaseilable for benefits.
Based on current estimates, we expect to iboidr approximately $47.9 million to our postretirent benefit plan in 2011.

Our estimated future projected benefit paymenider our postretirement benefit plan are asvdl

Before Medicar Medicare Net of
Year Subsidy Subsidy Medicare Subsic
(Dollars in thousands
2011 $ 49,20¢ (1,35)) 47,85¢
2012 $ 51,18¢ (1,600 49,58¢
2013 $ 47,75 (1,857) 45,89¢
2014 $ 46,28 (2,099 44,18
2015 $  45,62( (2,35]) 43,26¢
201€-2020 $ 203,78( (5,537 198,24

(12) DEFINED BENEFIT AND OTHER RETIREMENT PLANS

We sponsor defined benefit pension plansdbstantially all employees, including separate gfamn legacy CenturyLink employees and
legacy Embarg employees. Until such time as we &beiotegrate Embarg’benefit plans with ours, we plan to continuegerate these plai
independently. Pension benefits for participantthese plans who are represented by a collectikgalrang agreement are based on
negotiated schedules. All other participants’ pemdienefits are based on each individual parti¢tipamears of service and compensation.
Both CenturyLink and Embarqg have previously spoedpor continue to sponsor, supplemental execodtieement plans providing certain
officers with supplemental retirement, death arsbility benefits. We use a December 31 measuredaatfor all our plans.

To align our benefit structure closer to thoffered by our competitors, in late 2010 we frpeasion benefit accruals for our non-
represented employees as of December 31, 2010.&8tioh resulted in a reduction of our benefit gation of approximately $110.2 million
and resulted in the recognition of a curtailmenhgd approximately $20.9 million in 2010.

In late February 2008, our Board of Directapproved certain actions related to CenturyLinkip@emental Executive Retirement Plan,
including (i) freezing benefit accruals effectivetffuary 29, 2008 and (ii) amending the plan insiheond quarter of 2008 to permit
participants to receive in 2009 a lump sum distrdruof the present value of their accrued plangfiesibased on their election. We also
enhanced plan termination benefits by (i) creditiagh active participant with three additional gea@frservice and (ii) crediting each
participant who was not in pay status under tha pldh three additional years of age in connectidth calculating the present value of any
lump sum distribution. We recorded an aggregate
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curtailment loss of approximately $8.2 million i0B related to the above-described items. In aadiprincipally due to the payment of the

lump sum distributions in early 2009, we also retipgd a settlement loss (which is included in sglligeneral and administrative expense) of

approximately $7.7 million in 2009.

Due to change of control provisions that weiggered upon the consummation of the Embarq aaépn on July 1, 2009, certain retirees
who were receiving monthly annuity payments und€eaturyLink supplemental executive retirement pleeme paid a lump sum distribution
calculated in accordance with the provisions offitam. A settlement expense of approximately $8lBom was recognized in the third

quarter of 2009 as a result of these actions.

The legacy Embarq pension plan contains aigimvthat grants early retirement benefits fotaiarparticipants affected by workforce
reductions. During 2009, we recognized approxinye&i.7 million of additional pension expense redato these contractual benefits.

The following is a reconciliation of the beging and ending balances for the aggregate bestgigation and the assets for our above-

referenced defined benefit plans.

December 31 2010 2009 2008
(Dollars in thousands

Change in benefit obligatic
Benefit obligation at beginning of ye $4,181,58: 462,70: 469,43
Service cos 61,15¢ 36,22 13,76
Interest cos 245,75; 134,89t 29,37:
Plan amendmen 4,304 16,01¢ 2,39¢
Acquisitions — 3,467,26! —
Actuarial (gain) los: 426,70( 231,66: (24,819
Contractual retirement benef — 14,67¢ —
Curtailment (gain) los (110,169 — 8,23t
Settlement: — 8,29/ (1,945
Benefits paic (275,35) (190,149 (33,739

Benefit obligation at end of ye $4,533,96! 4,181,58. 462,70:

Change in plan asse
Fair value of plan assets at beginning of \ $3,219,701 352,83( 459,19¢
Return (loss) on plan ass: 482,70¢ 473,87¢ (123,21()
Acquisitions — 2,407,201 —
Employer contribution: 304,81: 175,94t 52,52
Settlement: — — (1,945
Benefits paic (275,35) (190,149 (33,739

Fair value of plan assets at end of y $3,731,86! 3,219,701 352,83(
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The following table sets forth the combinednd’ funded status and amounts recognized in msatimlated balance sheet at December 31,
2010, 2009 and 2008.

December 31 2010 2009 2008
(Dollars in thousands

Benefit obligatior $(4,533,96) (4,181,58) (462,70))

Fair value of plan asse 3,731,86! 3,219,701 352,83(

Net amount recognize $ (802,100 (961,876 (109,87

Amounts recognized on the balance sheet darfsis

December 31 2010 2009
(Dollars in thousands
Accrued expenses and other current liabili $ (20 (1,26€)
Other deferred credi (802,090 (960,610
Net amount recognize $(802,10() (961,876

Our aggregate accumulated benefit obligat®afdDecember 31, 2010 and 2009 was $4.509 bifliwh$4.042 billion, respectively.

Net periodic pension expense for 2010, 2008dwonly includes the effects of our Embarq adgjois subsequent to July 1, 2009) and
2008 included the following components:

Year ended December & 2010 2009 2008
(Dollars in thousands

Service cos $ 61,15¢ 36,22 13,76:
Interest cos 245,75: 134,89¢ 29,37:
Expected return on plan ass (283,020 (127,61 (36,667
Curtailment (gain) los (20,909 — 8,23t
Settlement: — 17,83 41C
Contractual retirement benef — 14,67¢ —
Net amortization and deferr 18,76 16,27: 3,37
Net periodic pension expen $ 21,74( 92,28¢ 18,48¢

The unamortized prior service cost ($18.9iomllas of December 31, 2010) and unrecognizedateaaal loss ($187.5 million as of
December 31, 2010) components have been reflestadba06.4 million net reduction ($127.1 millioteaftax) to accumulated other
comprehensive loss within stockholdegguity. The estimated amount of amortization expexighe above unrecognized amounts that wi
amortized from accumulated other comprehensivedodseflected as a component of net periodic pensist for 2011 are (i) $2.4 million
for the prior service cost and (ii) $13.4 millicor fthe net actuarial loss.
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Assumptions used in accounting for pensiongks of December 31, 2010 and 2009 were:

2010 2009

Determination of benefit obligatic

Discount rate 5.C-5.5% 5.5-6.C

Weighted average rate of compensation incr. 3.25-4.C% 3.54.C
Determination of benefit co

Discount rate 5.5-6.C% 6.6(-6.9C

Weighted average rate of compensation incr. 3.5-4.C% 4.C

Expected return on plan asse 8.2E-8.5(% 8.25-8.5(

* For 2011, we are reducing our long-term assunaéel of return assumption to 7.5% for our legaentGryLink pension plan and 8.0%
for our legacy Embarq pension pl:

Our discount rate is based on a hypotheticgfgio of bonds rated AA- or better that produeesash flow matching the projected benefit
payments of the plans. In determining the experadn on plan assets, we study historical marketsapply the widely-accepted capital
market principle that assets with higher volatibityd risk generate a greater return over the leng.tWe evaluate current market factors such
as inflation and interest rates before determitomg-term capital market assumptions. We also reyieer data and historical returns to
check for reasonableness.

We employ a total return investment approabbneby a mix of equities and fixed income investtaamne used to maximize the long-term
return of plan assets for a prudent level of riRisk tolerance is established through careful cersition of plan liabilities, plan funded status
and corporate financial condition. We measure aoditar investment risk on an ongoing basis throaghual liability measurements,
periodic asset studies and periodic portfolio regieThe fair value of most of our pension plan tsisedetermined by reference to observable
market data consisting of published market quotes.

Our pension plans weighted-average assetatitors at December 31, 2010 and 2009 by assetargtare as follows:

2010 2009
Equity securitie: 52.2% 49.2
Debt securitie: 33.4 28.¢
Hedge fund: 4.3 8.5
Real estati 4.9 5.C
Cash equivalents and ot 5.1 8.4
Total 100.(% 100.C

As of December 31, 2010, we used the followialyiation techniques to measure fair value foe@s§ here were no changes to these
methodologies during 2010:

Level 1— Assets were valued using the closing price repartele active market in which the individual setuwas traded
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Level 2 — Assets were valued using quoted prinenarkets that are not active, broker dealetaiioms, net asset value of shares held by

the plans and other methods by which all signifigaput were observable at the measurement

Level 3— Assets were valued using valuation reports fronréiseective institutions at the measurement

The following table presents the hierarchyelsevfor our defined benefit pension plans’ invesitaas of December 31, 2010:

Level 1 Level 2 Level 3 Total
(Dollars in thousands

Equity securitie:

Common stocks, preferred stocks, equity funds ateded

securities $1,675,56! 277,26¢ — 1,952,83.

Debt securitie!

Corporate bonds and related securi — 911,12: 1,58¢ 912,71:

Government bonds, municipal bonds and related giss. — 331,93 2,89¢ 334,83
Hedge fund: — 161,61. 161,61.
Real estat — — 181,58: 181,58:
Cash and cash equivalel 26,04 — — 26,04
Other 13,47 146,17. 2,60¢ 162,25:
Total $1,715,07! 1,666,50! 350,29( 3,731,86!

The following table presents the hierarchyelsevfor our defined benefit pension plans’ invesitaas of December 31, 2009:

Level 1 Level 2 Level 3 Total
(Dollars in thousands

Equity securities

Common stocks, preferred stocks, equity funds afteded

securities $1,345,66! 242 ,85: — 1,588,52

Debt securitie!

Corporate bonds and related securi — 798,14: 1,00t 799,14¢

Government bonds, municipal bonds and related B&s — 129,12¢ — 129,12¢
Hedge fund: — 113,34( 159,88t 273,22t
Real estat — — 161,33t 161,33t
Cash and cash equivalel 21,21( — — 21,21(
Other 67,15¢ 181,11¢ (1,136 247,13t
Total $1,434,03! 1,464,58! 321,09: 3,219,701
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The following sets forth a summary of chanigethe fair value of our defined benefit pensioard’ Level 3 assets for the year ended
December 31, 2010:

Hedge All
Real estat funds other Total

(Dollars in thousand
Balance, beginning of ye $161,33¢ 159,88 (137) 321,09:
Realized gain (loss) in investments, (1,677 2,10z 92 517
Unrealized gain (loss) in investments, 20,03¢ 8,851 16¢ 29,05¢
Purchases and sales, 1,88¢ (9,227%) 6,967 (37€)
Balance, end of yei $181,58: 161,61. 7,09i 350,29(

The following sets forth a summary of chanigethe fair value of our defined benefit pensioard’ Level 3 assets for the year ended
December 31, 2009:

Hedge All
Real estat: funds other Total

(Dollars in thousand
Balance, beginning of ye $ — — — —
Level 3 assets acquired in the Embarg acquis 182,81¢ 146,33! (4,875 324,27¢
Transfers to (from) Level — — (3,459 (3,459
Realized gain (loss) in investments, 21 — 70 91
Unrealized gain (loss) in investments, (24,227 13,55! 31 (10,647
Purchases and sales, 2,71¢ — 8,101 10,82(
Balance, end of yei $161,33¢ 159,88t (137 321,09:

Our plans invest in various securities, soffilach are exposed to various risks such as isteste, market and credit risks. Due to the
level of risk associated with certain investmerusiies, it is at least reasonably possible tihanges in the values of investment securities
will occur in the near term and that those chargpesd materially affect the value of our pensioarpassets.

Some of our plans’ investment securities haorgractual cash flows, such as asset backed sesudollateralized mortgage obligations,
and commercial and government mortgage backediesumcluding securities backed by sub-prime tg@ge loans. The value, liquidity,
and related income of these securities are seasdichanges in economic conditions, including esste values, delinquencies or default
both, and may be adversely affected by shifts énntlarket's perception of the issuers and changieddrest rates.

During 2010, we contributed $300 million telegacy Embarq pension plan. Based on currena@atestimates, we expect to contribute
approximately $100 million to the legacy Embarggien plan in 2011.
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Our estimated future projected benefit paymemnider our defined benefit pension plans arelisye: 2011 — $268.0 million; 2012 —
$272.6 million; 2013 — $280.3 million; 2014 — $284nillion; 2015 — $289.8 million; and 2016-2020 -.526 billion.

We also sponsor qualified profit sharing planssuant to Section 401(k) of the Internal Reve@ade which are available to substantially
all employees. Our matching contributions to thalsas were $16.7 million in 2010, $13.8 million2609 and $10.5 million in 2008.

(13) INCOME TAXES

Income tax expense included in the Consoliti&tatements of Income was as follows:

Year ended December & 2010 2009 2008
(Dollars in thousands

Federal
Current $384,44: 158,24 141,60«
Deferred 145,16¢ 210,20: 59,66¢

State
Current 66,74( 2,28¢ (14,765
Deferred (13,399 12,20¢ 7,84¢

$582,95: 382,94 194,35

Income tax expense was allocated as follows:

Year ended December & 2010 2009 2008

(Dollars in thousands
Income tax expense in the consolidated stateméirtsame:

Attributable to income before extraordinary it $582,95: 301,88: 194,35
Attributable to extraordinary itel — 81,06( —
Stockholder' equity:
Compensation expense for tax purposes in exceanodints recognized for financial report
purposes (11,889 (4,199 (1,129
Tax effect of the change in accumulated other cetmgmsive los (33,877 29,46( (47,587)

The following is a reconciliation from the &ttory federal income tax rate to our effectiveame tax rate:

Year ended December 2010 2009 2008
(Percentage of p-tax income)
Statutory federal income tax re 35.(% 35.C 35.C
State income taxes, net of federal income tax fie 1.¢ 2.C 2.C
Change in tax treatment of Medicare sub: 0.2 — —
Nondeductible acquisition related co 0.2 0.7 0.3
Nondeductible compensation pursuant to executimepemsation limitation 0.2 0.¢ 0.2
Recognition of previously unrecognized tax ben¢ — (1.5 (2.3
Other, ne 0.5 0.1 (0.5)
Effective income tax rat 38.1% 37.2 34.7
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Included in income tax expense in 2010 is @ $illion charge related to the change in thettaatment of the Medicare Part D subsidy as
a result of the comprehensive health care refogisiigtion signed into law in March 2010. In additi@ portion of our transaction costs
associated with our pending acquisition of Qwesbissidered non-deductible for income tax purpofks.treatment of these costs as non-
deductible resulted in the recognition of approxieha$3.9 million of higher income tax expense 012 than would have been recognized
had such costs been deductible for income tax pepdCertain executive compensation amounts, imgutie lump sum distributions paid
certain executive officers upon discontinuing thp@emental Executive Retirement Plan (see Notedr2)reflected as nondeductible for
income tax purposes pursuant to executive comgendanitations of the Internal Revenue Code. Tieatment of these amounts as non-
deductible resulted in the recognition of approxieha$3.3 million and $9.8 million of income taxpense in 2010 and 2009, respectively,
above amounts that would have been recognizeduddmyments been deductible for income tax pugpd3ar 2009 effective tax rate was
also higher because a portion of our Embarg maegjated transaction costs incurred during 200Sareleductible for income tax purposes
(with such treatment resulting in a $7.4 milliociease to income tax expense).

In 2009, our effective tax rate was reduceé 7.0 million reduction to our net deferred taset valuation allowance associated with :
operating loss carryforwards.

During 2009 and 2008, we recognized net dfribenefits of approximately $15.7 million and $L&illion, respectively, which include
(i) the recognition of previously unrecognized b@nefits primarily due to certain issues beingaifely settled through examinations or the
lapse of statute of limitations and (ii) other adjuents needed upon finalization of tax returns.

The tax effects of temporary differences timte rise to significant portions of the deferred assets and deferred tax liabilities at
December 31, 2010 and 2009 were as follows:

December 31 2010 2009
(Dollars in thousands

Deferred tax asse

Postretirement and pension benefit c $ 509,95( 479,16:
Net state operating loss carryforwa 74,93 64,78:
Other employee benefi 45,45¢ 67,04¢
Other 115,75( 127,30t
Gross deferred tax ass 746,09: 738,29¢
Less valuation allowanc (42,89¢) (41,537
Net deferred tax asse 703,19 696,76t
Deferred tax liabilities
Property, plant and equipment, primarily due tordejation difference (1,761,50) (1,573,98i)
Goodwill and other intangible ass: (1,158,52) (1,189,14)
Other (70,529 (106,900
Gross deferred tax liabilitie (2,990,55) (2,870,02)
Net deferred tax liabilit $(2,287,35) (2,173,26)
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Of the $2.287 billion net deferred tax liatyilas of December 31, 2010, approximately $2.36®biis reflected as a long-term liability
and approximately $81.3 million is reflected ashceurrent deferred tax asset.

We establish valuation allowances when necgdsaeduce the deferred tax assets to amountsxpect to realize. As of December 31,
2010, we had available tax benefits associated méttstate operating loss carryforwards, which exirough 2030, of $74.9 million. The
ultimate realization of the benefits of the carryfards is dependent upon the generation of fuxahie income during the periods in which
those temporary differences become deductible. dvisider our scheduled reversal of deferred taxlili@s, projected future taxable income,
and tax planning strategies in making this assessms of December 31, 2010, a valuation allowawic®42.9 million was established as i
more likely than not that this amount of net opieatoss carryforwards will not be utilized priar éxpiration.

The following table reflects the activity afirogross unrecognized tax benefits (excluding lnattrest and any related federal benefit)
during 2010 (amounts expressed in thousands).

Unrecognized tax benefits at December 31, 2 $327,22°
Increase in tax positions taken in the current: 32C
Increase due to tax positions taken in a prior 7,272
Decrease due to the reversal of tax positions takarprior yea (22,52
Decrease from the lapse of statute of limitati (1,237)
Unrecognized tax benefits at December 31, 2 $311,06:

Approximately $246 million of the above unrgo@ed tax benefits represents refund claims relate¢he treatment of universal service
fund receipts of certain subsidiaries acquiredannection with our Embarq acquisition, which du¢h® uncertainty of these claims have not
been recognized in current or deferred taxes irconsolidated financial statements. Of the remagigjross balance of $65.5 million,
approximately $58.2 million is included as a comgairof “Deferred credits and other liabilities” attie remainder is included in “Accrued
income taxes”. If we were to prevail on all unrecizgd tax benefits recorded on our balance sheeweuld recognize approximately
$37.0 million (including interest and net of feddsanefit), which would lower our effective tax eat

Our policy is to reflect interest expense agged with unrecognized tax benefits in incomedagense. We had accrued interest (pres
before related tax benefits) of approximately $Iilion and $9.9 million as of December 31, 20h@ Hecember 31, 2009.

We file income tax returns, including retufasour subsidiaries, with federal, state and Igaakdictions. Our uncertain income tax
positions are related to tax years that are cugrenider or remain subject to examination by tHevant taxing authorities. Our open income
tax years by major jurisdiction are as follows.
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Jurisdiction Open tax year

Federal 200%-current

State
Florida 200¢-current
Georgia 200z-current
Louisiana 2007-current
North Caroline 200z-current
Oregon 200z-current
Texas 2002-current
Other state 200z-current

Additionally, Embarq, its subsidiaries, anditipredecessors have filed amended returns oadifisptax issue relating to years as early as
1990. These amended returns have been audite@ biRE) and the refund claims contained therein ladiveeen denied by the Exam Divis
and the Appeals Division of the IRS. Embarq hasdifuit for refund in U.S. District Court for a fion of the years, and is considering
litigation for the rest.

Since the period for assessing additionallitgttypically begins upon the filing of a returit,is possible that certain jurisdictions could
assess tax for years prior to the open tax yeactodied above. Additionally, it is possible that&i jurisdictions in which we do not believe
we have an income tax filing responsibility, andadingly did not file a return, may attempt toessa liability, or that other jurisdictions to
which we pay taxes may attempt to assert that weeadditional taxes.

Based on our current assessment of variossri&adncluding (i) the potential outcomes of thesgoing examinations, (ii) the expiration
statute of limitations for specific jurisdictionj) the negotiated settlement of certain disputsiies, and (iv) the administrative practices of
applicable taxing jurisdictions, it is reasonabbsgible that the related unrecognized tax benfefitancertain tax positions previously taken
may decrease by up to $213.0 million within thetriekmonths. The actual amount of such decreaseyifwill depend on several future
developments and events, many of which are outsideontrol.
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(14) EARNINGS PER SHARE

The following is a reconciliation of the nuratars and denominators of the basic and dilutedimgs per share computations:

Year ended December & 2010 2009 2008
(Dollars, except per sha
amounts, and shares in thousar

Income (Numerator;

Net income before extraordinary ite $947,70! 511,25 365,73.
Extraordinary item, net of income tax expense amtontrolling interest — 135,95 —
Net income attributable to CenturyLink, Ir 947,70! 647,21: 365,73.
Dividends applicable to preferred stc (12 (12 (15%)
Earnings applicable to unvested restricted stockrdsy

Income before extraordinary ite (5,525 (3,559 (4,240

Extraordinary iten — (94€) —
Net income as adjusted for purposes of computisickearnings per sha 942,16¢ 642,69: 361,33
Dividends applicable to preferred stc 12 12 15t
Net income as adjusted for purposes of computihgedl earnings per sha $942,18( 642,70t 361,49:

Shares (Denominator
Weighted average number of shai

Outstanding during peric 301,42¢ 199,17 103,46
Unvested restricted stor (1,756 (1,387 (2,199
Unvested restricted stock un 947 1,02: —
Weighted average number of shares outstanding@ipenod for computing basic
earnings per sha 300,61¢ 198,81 102,26¢
Incremental common shares attributable to dilusieeurities
Shares issuable under convertible secur 13 13 16¢
Shares issuable under incentive compensation 665 231 122
Number of shares as adjusted for purposes of cangpdiluted earnings per she 301,29° 199,05° 102,56(
Basic earnings per share Before extraordinary $ 3.1: 2.5t 3.5:
Extraordinary iten $ — .68 —
Basic earnings per she $ 3.1¢ 3.2¢ 3.5:
Diluted earnings per share Before extraordinanmy| $ 3.1: 2.5t 3.52
Extraordinary iterr $ — .68 —
Diluted earnings per sha $ 3.1: 3.2 3.52

The weighted average number of shares of camstark subject to issuance under outstanding ptisat were excluded from the
computation of diluted earnings per share (becthesexercise price of the option was greater tharaverage market price of the common
stock) was 2.9 million for 2010, 4.1 million for @@ and 2.1 million for 2008.
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In June 2008, the Financial Accounting Stadsi@oard issued guidance in determining whethériments granted in share-based
payment transactions are participating securiBased on this guidance, we have concluded thabvwaistanding non-vested restricted stock is
a participating security and therefore should loduiced in the earnings allocation in computing &ays per share using the two-class method.
The guidance was effective for us beginning irt fingarter 2009 and required us to adjust our presijoreported earnings per share.

(15) STOCK COMPENSATION PROGRAMS

We recognize as compensation expense ountastarding employees with equity instruments bgcating the fair value of the award on
the grant date over the period during which theleyge is required to provide service in exchangetfe award.

We currently maintain programs which allow Bward of Directors (through its Compensation Cottar) and the Chief Executive
Officer to grant incentives to certain employeed auar outside directors in any one or a combinatibseveral forms, including incentive and
non-qualified stock options; stock appreciation righestricted stock; restricted stock units and penmce shares. As of December 31, 2
we had reserved approximately 25.2 million shafeommon stock which may be issued in connectidh wivards under our current
incentive programs. We also offer an Employee Staichase Plan whereby employees can purchase@wmunan stock at a 15% discount
based on the lower of the beginning or ending spae during recurring six-month periods stipudhte such program.

Upon the consummation of the Embarqg acquisibio July 1, 2009 (see Note 2), outstanding Embtock options and restricted stock
units were converted to 7.2 million CenturyLinkakmptions and 2.4 million restricted stock uniéséd on the exchange ratio stipulated in
the Embarg merger agreement. The fair value ofdihmaer Embarg stock option awards that were coedetid CenturyLink stock options was
estimated as of the July 1, 2009 conversion datey@sBlack-Scholes option pricing model using fillowing assumptions: dividend yield
— 9.12%; expected volatility — 27-50%; weighted ag# risk free interest rate — 0.5-2.6% and expeeted — 0.3-6 years. Other than in
connection with converting the former Embarq stopkons into CenturyLink stock options, we did goant any stock options to employees
in 2010 or 2009.

In late February 2008, the Compensation Cotem#uthorized all long-term incentive grants f00& to be in the form of restricted stock
instead of a mix of stock options and restrictextistas had been granted in recent years. Durin§,20r to this authorization, 25,700
options were granted with a weighted average gtatg fair value of $8.85 per share using a Bladkefxs option pricing model using the
following assumptions: dividend yield — 0.6%; exfeztvolatility — 25%; weighted average risk fregemest rate — 2.9%; and expected
term — 4.5 years. The expected volatility was basethe historical volatility of our common
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stock over the 4.5- year term mentioned above.ekpected term was determined based on the histesiescise and forfeiture rates for
similar grants.

Our outstanding stock options have been gdanith an exercise price equal to the market poic€enturyLink’s shares at the date of
grant. The exercise price of former Embarq stodioog were converted by applying the exchange sipulated in the Embarg merger
agreement. Our outstanding options generally haheeg-year vesting period and all of them expareytears after the date of grant. The fair
value of each stock option award is estimated dkeotlate of grant using a Black-Scholes optioaipgi model.

Stock option transactions during 2010 weréolsws:

Average Remaining Aggregate
Number exercise contractua intrinsic
of options price term (in years value*
Outstanding December 31, 20 9,318,55: $37.8¢
Exercisec (3,507,89) 32.2¢
Forfeited/Cancelle: (770,379 55.4(
Outstanding December 31, 20 5,040,28! $39.0¢ 4.1¢ $49,225,00
Exercisable December 31, 20 4,739,73 $39.6( 3.97 $44,554,00

* Equals the difference between the market poitsuch date and the average exercise price nedtiply the number of shares subject to
the options

Our outstanding restricted stock awards gdlyerast over a three- or five-year period (for doyges) or a three-year period (for outside
directors).

During the first quarter of 2010, we grant&®,353 shares of restricted stock to certain exezlgvel employees, of which 198,374 were
time-vested restricted stock that vests over aetlygar period and 198,379 were performance-bastdcted stock. The performance-based
restricted stock will vest over time only if speciperformance measures are met for the appligadrieds. One half of the performanisasec
restricted stock will vest in March 2012 based antwo-year total shareholder return for 2010 a@#i12as measured against the total
shareholder return of the companies comprisingse 500 Index for the same period. The other hdlfugst in March 2013 based on our
three-year total shareholder return for 2010, 2&xid 2012 as measured against the total sharehelden of the companies comprising the
S&P 500 Index for the same period. The 198,379shaf performancéased restricted stock issued represent the tavggatd. Each recipiel
has the opportunity to ultimately receive betwegmndhd 200% of the target restricted stock awar@déijng on our total shareholder retur
relation to that of the S&P 500 Index. We valuegsth performance-based awards using Monte-Carldations. In addition, we granted
525,377 shares of time-vested restricted stockndu2010 (which, subject to certain limited excepsiovest over a three-year period) to
certain other key employees and our outside dirs@s part of our normal recurring annual equitypensation programs.
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During the third quarter of 2010, we grant®d 236 shares of restricted stock and approxim&®h/2 million of deferred cash
compensation awards to certain executive officacsather key employees as part of a retention pragn connection with our pending
acquisition of Qwest. The shares of restrictedlsteitl vest in equal installments on the first, ead and third anniversaries of the closing
date. Each employee receiving a deferred cash awiirde entitled to receive one-half of the awartdthe closing date of the Qwest merger
and the other half on the first anniversary ofdlusing date. Both the restricted stock grant dweddeferred cash award will accelerate if we
terminate the recipient without cause or underaeidther conditions, and will be forfeited if t@vest merger is not consummated. No
compensation expense has been recorded to daedridathe retention program since recognitiorigtingent upon consummation of the
Qwest merger. In addition to the above retentioard®, 75,000 shares of restricted stock were giantan incoming executive officer duri
the third quarter of 2010 (which vests fully at #r& of the officer’s term of employment).

Nonvested restricted stock and restrictedkstimit transactions during 2010 were as follows:

Number Average grar

of shares date fair valu
Nonvested at December 31, 2C 2,922,85! $ 31.0¢
Granted 1,404,36! 36.5¢
Vested (1,343,17) 31.0¢
Forfeited (92,39) 31.7¢
Nonvested at December 31, 2C 2,891,65' $ 33.6¢

During 2009, we issued 820,234 shares ofiotst stock to certain employees and our outsidectlirs at a weighted-average price of
$27.34 per share. During 2008, we issued 643,38slof restricted stock to certain employees amaotside directors at a weighted-
average price of $34.86 per share.

The total compensation cost for all share-thgmgyment arrangements in 2010, 2009 and 2008 8&& #illion, $55.2 million and
$16.4 million, respectively. Upon the consummatidthe acquisition of Embarg on July 1, 2009, thseting schedules of certain of our
equity-based grants issued prior to 2009 were ateld due to change of control provisions in #spective share-based compensation plans
(with the exception of grants to certain officerdsomvaived such acceleration right). In additiore #esting of certain other awards was
accelerated upon the termination of employmenedfain employees. As a result of accelerating #sting schedules of these awards, we
recorded share-based compensation expense of appteky $21.2 million in 2009 above amounts thatildchave been recognized absent
the triggering of these acceleration provisions.

We recognized a tax benefit related to suciingements of approximately $14.1 million in 20%20.5 million in 2009 and $5.8 million in
2008. As of December 31, 2010, there was $60.8amitif total unrecognized compensation cost rel&dgtie share-based payment
arrangements, which is expected to be recognizedaweighted-average period of 2.1 years.
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We received net cash proceeds of $113.1 mitharing 2010 in connection with option exercisEse total intrinsic value of options
exercised (the amount by which the market pricthefstock on the date of exercise exceeded theainprice of the stock on the date of
grant) was $28.1 million during 2010, $6.0 millidaring 2009 and $208,000 during 2008. The excesbdnrefit realized from share-based
compensation transactions during 2010 was $1118®milThe total fair value of restricted stock thasted during 2010, 2009 and 2008 was
$47.9 million, $45.2 million and $6.2 million, resgtively.

(16) DISCONTINUANCE OF REGULATORY ACCOUNTING

Through June 30, 2009, we accounted for cguleged telephone operations (except for the ptigseacquired from Verizon in 2002) in
accordance with the provisions of regulatory actiogrunder which actions by regulators can provisonable assurance of the recognition
of an asset, reduce or eliminate the value of aatasd impose a liability on a regulated entegpi®ich regulatory assets and liabilities were
required to be recorded and, accordingly, refleatatie balance sheet of entities subject to regolaaccounting.

On July 1, 2009, we discontinued the accogntaguirements of regulatory accounting upon theveosion of substantially all of our rate-
of-return study areas to federal price cap reguiabased on the FCC’s approval of our petitiondnvert our study areas to price cap
regulation).

Upon the discontinuance of regulatory accaowgtive reversed previously established regulatssgts and liabilities. Depreciation rates of
certain assets established by regulatory autheifitieour telephone operations subject to reguadocounting have historically included a
component for removal costs in excess of the relsédvage value. Notwithstanding the adoption ebaating guidance related to the
accounting for asset retirement obligations, reigmeaccounting required us to continue to reftait accumulated liability for removal costs
in excess of salvage value even though there wésgad obligation to remove the assets. Therefoeedid not adopt the asset retirement
obligation provisions for our telephone operatitms were subject to regulatory accounting. Up@ndiscontinuance of regulatory
accounting, such accumulated liability for remos@sts included in accumulated depreciation was vechand an asset retirement obligation
was established. Upon the discontinuance of regiyl@ccounting, we were required to adjust they@agramounts of property, plant and
equipment only to the extent the assets are imgha@® judged in the same manner applicable to gatated enterprises. We did not recor
impairment charge related to the carrying valuthefproperty, plant and equipment of our regulééésphone operations as a result of the
discontinuance of regulatory accounting.
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In the third quarter of 2009, upon the disaumdnce of regulatory accounting, we recorded acash extraordinary gain in our
consolidated statements of income comprised ofafi@ving components (dollars, except per share @m® in thousands):

Gain (loss
Elimination of removal costs embedded in accumdlaiepreciatior $222,70:
Establishment of asset retirement obliga: (1,556
Elimination of other regulatory assets and lialgi$ (2,585
Net extraordinary gain before income tax expenskreomcontrolling interest 218,56:
Income tax expense associated with extraordinary (81,060
Net extraordinary gain before noncontrolling insts 137,50:
Less: extraordinary gain attributable to noncofitriglinterests (1,549
Extraordinary gain attributable to CenturyLink, i $135,95°
Basic earnings per share of extraordinary | $ .68
Diluted earnings per share of extraordinary ¢ $ .68

Upon the discontinuance of regulatory accagtive revised the lives of our property, plant agdipment to reflect the economic
estimated remaining useful lives of the assetgelmeral, the estimated remaining useful lives oftelephone property were lengthened as
compared to the rates used that were establishegblojatory authorities.

Upon the discontinuance of regulatory accagnte eliminated certain intercompany transactisitls regulated affiliates that previously
were not eliminated under the application of regulaaccounting. This has caused our operatingmeés® and operating expenses to be lower
by equivalent amounts beginning in the third quasfe2009.

(17) GAIN ON ASSET DISPOSITIONS

In third quarter 2008, we sold our interesainon-operating investment for approximately $#iion and recorded a pre-tax gain of
approximately $3.2 million. In anticipation of makithe lump sum plan distributions in early 2008€cdssed in Note 12, we liquidated our
investments in marketable securities in the SER$t &ind recognized a $4.5 million pre-tax gairhim$econd quarter of 2008. In first quarter
2008, we sold a non-operating investment for apprately $4.2 million and recorded a pre-tax gaimpproximately $4.1 million. Such
gains are included in “Other income (expense)” on@onsolidated Statements of Income.

(18) SUPPLEMENTAL CASH FLOW AND OTHER DISCLOSURES

The amount of interest actually paid, netrabants capitalized of $12.9 million, $3.5 millicennd $2.4 million during 2010, 2009 and
2008, respectively, was $548.4 million, $391.8 imil] and $204.1 million during 2010, 2009 and 20@8pectively. Income taxes paid were
$431.7 million in 2010, $258.9

A-74




Table of Contents

million in 2009, and $208.8 million in 2008. Incorax refunds totaled $7.6 million in 2010, $2.1lmil in 2009, and $4.6 million in 2008.

In connection with our July 1, 2009 acquisitif Embarq, the following assets were acquiredludities assumed:

Year ended December & 2009
(Dollars in thousand
Property, plant and equipment, | $ 6,077,67.
Goodwill 6,236,08.
Long-term debt, deferred credits and other liabili (7,508,061
Other assets and liabilities, excluding cash asth eguivalent 1,187,84
Common equity issued for acquisiti (6,070,44)
Increase in cash due to acquisit $ (76,906

See Note 2 for additional information relatesur acquisition of Embarg in 2009.

We collect various taxes from our customeis subsequently remit such funds to governmentdiagities. Substantially all of these taxes
are recorded through the balance sheet. We ar@eddo contribute to several universal servicedfpnograms and generally include a
surcharge amount on our customers’ bills whicheisighed to recover our contribution costs. Suchuarsoare reflected on a gross basis in
our statement of income (included in both operatax@nues and expenses) and aggregated approxiraies million for 2010, $84 million
for 2009 and $42 million for 2008.
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(19) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amiewand estimated fair values of certain of ouarficial instruments at December 31, 2010
and 2009.

Carrying Fair
Amount value
(Dollars in thousands

December 31, 201

Financial assets Oth $ 110,17¢ 110,17¢(2)
Financial liabilities Lon-term debt (including current maturitie $7,327,58 8,006,50! (1)
Other $ 190,44 190,44:(2)

December 31, 200

Financial assets Oth $ 111,80¢ 111,80¢(2)
Financial liabilities Lon-term debt (including current maturitie $7,753,71 8,408,94. (1)
Other $ 182,37 182,37:(2)

(1) Fair value was estimated by discounting ttteeduled payment streams to present value basedraf@s currently available to us for
similar debt.

(2) Fair value was estimated by us to approximate gagryalue or is based on current market informal

We believe the carrying amount of cash anti eagiivalents, accounts receivable, short-term, delsbunts payable and accrued expenses
approximates the fair value due to the short migtofithese instruments, which have not been riftka the above table.

We are subject to certain accounting standdvatsdefine fair value, establish a frameworkrf@asuring fair value and expand the
disclosures about fair value measurements reqoir@érmitted under other accounting pronouncemditis.fair value accounting guidance
establishes a three-tier fair value hierarchy, Witdoritizes the inputs used to measure fair vallese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets); Level 2 (defined as inputs othantljuoted prices in active markets that are
either directly or indirectly observable); and LeS84defined as unobservable inputs in which litteno market data exists).

As of December 31, 2010, we held life insumogntracts with cash surrender value that arenextjto be measured at fair value on a
recurring basis. The following table depicts thassets held and the related tier designation patrsadhe accounting guidance related to fair
value disclosure.
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Balance
Description Dec. 31, 201 Level 1 Level 2 Level 3
(Dollars in thousands
Cash surrender value of life insurance contr $ 99,46: 99,46 — —

See Notes 11 and 12 for the tier designagtated to our postretirement and pension plan asset
(20) BUSINESS SEGMENTS

We are an integrated communications compaggg@ed primarily in providing an array of communicas services to our customers,
including local exchange, long distance, Interroeeas and broadband services. We strive to maiatainustomer relationships by, among
other things, bundling our service offerings toypde our customers with a complete offering of gre#ed communications services. Because
of the similar economic characteristics of our apiens, we have utilized the aggregation critepiectfied in the segment accounting guide
and concluded that we operate as one reportabfeeseg

Our operating revenues for our products amdees include the following components:

Year ended December & 2010 2009 2008
(Dollars in thousands

Voice $3,137,92. 2,168,48| 1,043,38!

Data 1,908,90: 1,202,28. 524,19:

Network acces 1,079,67: 927,90! 651,03

Other 915,03 675,57( 381,12¢

Total operating revenut $7,041,53. 4,974,23! 2,599,74

Beginning in 2010, we have reclassified rewsngenerated from subscriber line charges to “Vomeenues from “Network access”
revenues to better align our presentation of saghnues with others in our industry and we havkided revenues generated from our fiber
transport, CLEC and security monitoring operation®Other” revenues. Prior periods have been adplish reflect this new presentation.

(21) COMMITMENTS AND CONTINGENCIES

Over 60 years ago, one of our indirect subsiels, Centel Corporation, acquired entities thay fmave owned or operated seven former
plant sites that produced “manufactured gas” uadaocess widely used through the @bB0s. Centel has been a subsidiary of Embarq
being spun-off in 2006 from Sprint Nextel, whiclgaged Centel in 1993. None of these plant sitescarrently owned or operated by either
Sprint Nextel, Embarq or their subsidiaries. Oreéhsites, Embarg and the current landowners aringowith the Environmental Protection
Agency (“EPA”) pursuant to administrative conserdears.
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Remediation expenditures pursuant to the orderaarexpected to be material. On five sites, inicigdhe three sites where the EPA is
involved, Centel has entered into agreements witbrgotentially responsible parties to share reatieth costs. Further, Sprint Nextel has
agreed to indemnify Embarq for most of any eveniiability arising from all seven of these sitesadgd upon current circumstances, we do
not expect this issue to have a material adverpadton our results of operations or financial ¢tooil.

In William Douglas Fulghum, et al. v. Embargr@oration, et al, filed on December 28, 2007 in the United Statestridt Court for the
District of Kansas (Civil Action No. 07-CV-2602),gaoup of retirees filed a putative class actiomdait challenging the decision to make
certain modifications to Embarq’s retiree bengfitsgrams generally effective January 1, 2008 (whiésulted in a $300 million reduction to
the liability for retiree benefits at the time bktmodifications). Defendants include Embarq, ¢eddits benefit plans, its Employee Benefits
Committee and the individual plan administratoceftain of its benefits plans. Additional defendaintlude Sprint Nextel and certain of its
benefit plans. Recently, the Court certified a las certain of plaintiffstlaims, but rejected class certification as to pthaims. Embarq an
other defendants continue to vigorously contestdheaims and charges. Given that this litigat®ostill in discovery, it is premature to
estimate the impact this lawsuit could have toresults of operation or financial condition. In 20@ ruling in Embarg favor was entered
an arbitration proceeding filed by 15 former Cembedcutives, similarly challenging the benefitsrajes.

In April 2010, a series of lawsuits were filegl shareholders of Qwest Communications Internatinc. in Colorado state and federal
courts and in Delaware federal court, alleging thaest’s officers and directors breached theirdidty duties by failing to maximize the
value to be received by Qwest'’s stockholders imeation with CenturyLink’s recently announced asgign of Qwest. CenturyLink was
also named as a defendant in most of the lawsditsluly 16, 2010, the parties entered into a mentlna of understanding reflecting the
terms of their agreement-in-principle for a setégtof all of the claims asserted in these actiBossuant to this agreement, defendants
included additional disclosures in the final jogmbxy statement-prospectus dated July 19, 20li@sponse to allegations and claims asserted
in certain of the complaints. At a hearing in I[Rbruary 2011, the Court gave final approval te fiattlement, and all lawsuits challenging
the transaction will be dismissed with prejudickeetive March 17, 2011. We do not expect the settlet to have a material adverse impa
our results of operations or financial condition.

In December 2009, subsidiaries of Centurylfildd two lawsuits against subsidiaries of Sprirbdel to recover terminating access
charges for VolP traffic owed under various intentection agreements and tariffs which presently@pmate $33 million. The lawsuits
allege that Sprint Nextel has breached contragtfated tariffs, and violated the Federal Commutidees Act by failing to pay these charges.
One lawsuit, filed on behalf of all legacy Embapemating entities, was tried in federal court imgifiia in August 2010 and a ruling is
expected in the first quarter of 2011. The othesslait, filed on
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behalf of all legacy CenturyLink operating entitiesspending in federal court in Louisiana. In thase, the Court recently dismissed certa
CenturyLink’s claims, referred other claims to the FCC, angestadhe litigation for 12 months. We have not reeal a reserve related to th
lawsuits.

From time to time, we are involved in othengedings incidental to our business, includingiadinative hearings of state public utility
commissions relating primarily to rate making, act relating to employee claims, various tax issaesasional grievance hearings before
labor regulatory agencies and miscellaneous thartyfort actions. The outcome of these other prdirgs is not predictable. However, ba
on current circumstances, we do not believe trauttimate resolution of these other proceedinfjer aonsidering available insurance
coverage and current levels of reserves, will laweaterial adverse effect on our financial posijti@sults of operations or cash flows.

(22) SUBSEQUENT EVENT

On January 19, 2011, we entered into a foar-yevolving credit facility with various lendefiBhis credit facility allows CenturyLink to
borrow up to $1.0 billion initially with the totalapacity of the credit facility increasing to $biflion upon the consummation of our pending
acquisition of Qwest. Up to $400 million of the ditefacility can be used for letters of credit, whireduces the amount available for other
extensions of credit.

Interest will be assessed on future borrowirgjeg the London Interbank Offered Rate (LIBOR)span applicable margin between .5% to
2.5% per annum depending on the type of loan amduBgd.ink’s then current senior unsecured long-telebt rating. CenturyLink’s
obligations under the credit facility are currerdlyaranteed by its wholly-owned subsidiary, Emi@ogporation, and upon consummation of
the Qwest acquisition will also be guaranteed bye&vand one of its wholly-owned subsidiaries.

CenturyLink’s ability to borrow under the crefdcility is conditioned upon its continued corigpice with various loan covenants,
including financial covenants that stipulate thenh@iryLink shall not permit (i) the ratio of conslglted debt to consolidated EBITDA to
exceed 4.0 to 1.0 and (ii) the ratio of consolidgE8ITDA to the sum of consolidated interest exgeaisd preferred stock dividends to be
than 1.5 to 1.0 (with all of the above terms hawimg meanings stipulated in the agreement). Amoauitstanding under the credit facility
may be accelerated upon specified events of defaaltiding failures to make payments when dueagdlé$ of obligations under certain other
debt, breaches of representations, warrantiesvanamts, commencement of bankruptcy proceedingsemalin other failures to discharge
specified obligations or comply with specified laws

CenturyLink’s previously existing $750 milliamedit facility and Embarg’s previously existin§@® million credit facility (which
CenturyLink assumed upon its acquisition of Emlmrgluly 1, 2009) were both terminated upon the @ti@t of this new credit facility.
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CENTURYLINK, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Seconc Third Fourth
quarter quarter quarter quarter
(Dollars in thousands, except per share amot
(unaudited’

2010

Operating revenue $1,800,42 1,772,03I 1,747,10: 1,721,97
Operating incom: $ 545,23( 522,98t 505,35! 486,37
Net income attributable to CenturyLil $ 252,60: 238,77 231,16° 225,16¢
Basic earnings per she $ .84 79 7€ .74
Diluted earnings per sha $ .84 7S 7€ .74
2009

Operating revenue $ 636,38! 634,46¢ 1,874,32! 1,829,06!
Operating incom: $ 164,33 149,44: 378,98 540,33t
Net income before extraordinary ite $ 67,15¢ 69,03( 147,63! 227,43¢
Basic earnings per share before extraordinary $ .67 .68 A4S 7€
Diluted earnings per share before extraordinam $ .67 .68 A48 7€
2008

Operating revenue $ 648,61- 658,10¢ 650,07: 642,95:
Operating incom: $ 183,49 180,69( 180,72 176,44.
Net income attributable to CenturyLil $ 88,76( 92,16% 84,73 100,07:
Basic earnings per she $ .83 .88 .83 1.0C
Diluted earnings per sha $ .82 .88 .83 1.0C

The results of operations of Embarq are rédlsubsequent to its July 1, 2009 acquisition.date

We incurred a significant amount of integratielated expenses in each quarter of 2010 relatedr acquisition of Embarg. Such pre-tax
operating expenses aggregated approximately $24lidmin first quarter 2010, $31.1 million in setd quarter 2010, $26.9 million in third
quarter 2010 and $27.2 million in fourth quartel@0We also incurred pre-tax operating expensesaelto our pending acquisition of Qwest
of approximately $10.0 million in second quarte@@0$5.1 million in third quarter 2010 and $7.1Iril in fourth quarter 2010. In addition,
during the fourth quarter of 2010 we recognizediailment gain of approximately $20.9 million uptire freezing of certain future defined
benefit pension plan accruals.

During the third and fourth quarters of 208@, incurred a significant amount of one-time exgsn®lated to our acquisition of Embarq.
Such expenses included (i) severance, retentiorearig retirement pension benefit costs due to feode reductions, (ii) transaction related
costs, including legal and investment banker cdgifsintegration related costs associated with acquisition of Embarq, (iv) accelerated
recognition of share-based compensation expenstdir@nge of control provisions and
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terminations of employment and (v) settlement espenelated to certain executive retirement plaash expenses aggregated approximi
$195.5 million (pre-tax) in the third quarter of@and approximately $37.6 million (pre-tax) in fberth quarter of 2009.

During the fourth quarter of 2009, we recoguia pre-tax charge of approximately $60.8 miltloie primarily to the premiums paid in
connection with certain debt extinguishments cormsated in October 2009.

In the first quarter of 2008, we recognizefal million pre-tax gain upon the sale of a noerafing investment. In the second quarter of
2008, we recognized an $8.2 million curtailmenslosconnection with amending our SERP. We alsogeized a $4.5 million pre-tax gain
upon liquidation of our investments in marketaldelsities in the SERP trust in the second quaft&08. In the third quarter of 2008, we
recorded a one-time pre-tax gain of approximat8ly $nillion related to the sale of a non-operatmgestment. In the fourth quarter of 2008,
we recognized (i) a net benefit of approximatel? 81million after-tax related to the recognitionpréviously unrecognized tax benefits, (ii) a
pre-tax benefit of approximately $10.0 million rteld to the recognition of previously accrued tratisa and other contingencies and (iii) a
$5.0 million charge associated with costs assatiaieh our then pending acquisition of Embarg.

* * * * * * *
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1.

Appendix B
to Proxy Statemen

CENTURYLINK
2011 EQUITY INCENTIVE PLAN

Purpose The purpose of the CenturyLink 2011 Equity InaenPlan (the “ Plar) is to increase shareholder value and to advémee
interests of CenturyLink, Inc. (“ CenturyLirfk and its subsidiaries (collectively, the “* Compdh by furnishing stock-based economic
incentives (the “ Incentive$ designed to attract, retain, reward, and moéwae Company’s key employees, officers, directors,
consultants, and advisors and to strengthen thaeatityt of interests between such persons and Cgrink’s shareholders. Incentives
consist of opportunities to purchase or receiveeshaf common stock, $1.00 par value per shar€goturyLink (the “ Common Stock
or cash valued in relation to Common Stock, on sedetermined under this Plan. As used in this Rlenterm “subsidiary” means any
corporation, limited liability company, or othertéy of which CenturyLink owns (directly or indirdg) within the meaning of Section
424(f) of the Internal Revenue Code of 1986, asratad (the “ Codé&), 50% or more of the total combined voting powéall classes of
stock, membership interests, or other equity istsrisssued thereb

Administration.

2.1 Composition This Plan shall generally be administered bychmpensation committee of the Board of Director€enturyLink (the
“ Board”) or by a subcommittee thereof (such administraasrused in this Plan, the * Committ¢eThe Committee shall consist of
not fewer than two members of the Board, each afrwkhall qualify as (a) a “non-employee directantiar Rule 16b-3 under the
Securities Exchange Act of 1934 (the “ 1934 Aatr any successor rule and (b) an “outside do®ainder Section 162(m) of the
Code and the regulations thereun¢“ Section 162(m").

2.2 Authority . The Committee shall have plenary authority torawacentives under this Plan and to enter int@agrents with or
provide notices to participants as to the termthefincentives (collectively, the “ Incentive Agreents”). The Committee shall have
the general authority to interpret this Plan, timleksh any rules or regulations relating to tHsnRthat it determines to be appropri
and to make any other determination that it beBawecessary or advisable for the proper administratf this Plan. Committee
decisions regarding matters relating to this Phadlde final, conclusive, and binding on the Compaarticipants, and all other
interested persons. The Committee may delegadeifteority hereunder to the extent provided in $&c8.2.

Eligible Participant:.

3.1 Eligibility . Key employees, officers, and directors of the @any and persons providing services as consultargdvisors to the
Company shall become eligible to receive Incentiueder the Plan when designated by the Comm

3.2 Delegation of Authority to Chief Executive OfficeWith respect to participants not subject to eitBection 16 of the 1934 Act or
Section 162(m) of the Code, the Committee may daéetp the chief executive officer of CenturyLing authority to designate
participants, to determine the size and type oémtizes to be received by those participant:
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determine any performance objectives forghmrticipants, and to approve or authorize thmfof Incentive Agreement governing
such Incentives. Following any grants of Incentigassuant to such delegated authority, the chietetive officer of CenturyLink or
any officer designated by him may exercise any pewéthe Committee under this Plan to acceleragting or exercise periods, to
terminate restricted periods, to waive compliandé specified provisions, or to otherwise make dataations contemplated
hereunder with respect to those participapteyvided, howevethat (a) the chief executive officer may only graptions at a per
share exercise price equal to or greater thanaiveMrarket Value (as defined in Section 13.10) share of Common Stock on the
later of the date the officer approves such grath® date the participant commences employmen{l@nithe Committee retains sole
authority to make any of the determinations sethfor Section 5.4, 13.10 or Section 12 of this P

4. Types of Incentivesincentives may be granted under this Plan tolddigparticipants in the forms of (a) incentivect@ptions, (b) non-
qualified stock options, (c) stock appreciatiorht®)(* SARS"), (d) restricted stock, (e) restricted stock ar{itRSUs"), and (f) Other
Stocl-Based Awards (as defined in Section :

5. Shares Subject to the PL.

5.1 Number of Share. Subject to adjustment as provided in Sectionthgmaximum number of shares of Common Stockrtfeat be
delivered to participants and their permitted tfarees under this Plan shall be 30,000,

5.2 Share Countin. Subject to adjustment as provided in Section

(a) Restricted stock, RSUs, and Other StBelsed Awards with respect to a maximum of 1,5008}@0es of Common Stock may
granted over the term of the Plan to officers, ay@és, consultants, or advisors without compliamitie the minimum vesting

periods provided in Sections 8.2, 9.2, and 1

(b) The maximum number of shares of Common Stockritzat be issued upon exercise of stock options d@eéio qualify as
incentive stock options under Section 422 of thdeCshall be 30,000,00

(c) To the extent any shares of Common Stock covieyetistock option or SAR are not delivered to dipigant or permitted
transferee because the Incentive is forfeited nceled, or shares of Common Stock are not delivieeeduse an Incentive is p
or settled in cash, such shares shall not be deemrteale been delivered for purposes of determittiegnaximum number of
shares of Common Stock available for delivery uridisr Plan. In the event that shares of CommonkSdoe issued as an
Incentive and thereafter are forfeited or reacqling the Company pursuant to rights reserved ugsunaince thereof, such
forfeited and reacquired shares may again be issneer the Plar

5.2 Participant Limits. Subject to adjustment as provided in Sectionthelfollowing additional limitations are imposedder the Plan
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6.

(@)

(b)

The maximum number of shares of Common Stockrttegt be covered by Incentives granted under the tBlany one
individual during any calendar year shall be 600,

The maximum value of an Other Stock-Based Awhatl is valued in dollars (whether or not paid im@oon Stock) scheduled
to be paid out to any one participant in any cadernygar shall be $2,000,0(

5.4 Adjustment.

(@)

(b)

In the event of any recapitalization, reclasaifien, stock dividend, stock split, combinationsbfres or other comparable change
in the Common Stock, all limitations on numbersloéres of Common Stock provided in this Sectiondbthe number of shares
of Common Stock subject to outstanding Incentives|$e equitably adjusted in proportion to therg®in outstanding shares

of Common Stock. In addition, in the event of angtschange in the Common Stock, the Committee aalle any other
adjustment that it determines to be equitablepiticlg adjustments to the exercise price of anyoopdir the Base Price (defined

in Section 7.5) of any SAR and any per share perdoice objectives of any Incentive in order to pdevparticipants with the
same relative rights before and after such adjustr

If the Company merges, consolidates, sells sobatly all of its assets, or dissolves, and suahgaction is not a Change of
Control as defined in Section 12 (each of the foneg, a “ Fundamental Change then thereafter, upon any exercise or payout
of an Incentive granted prior to the Fundamentadr@fe, the participant shall be entitled to recéiyvim lieu of shares of
Common Stock previously issuable thereunder, timeb®u and class of shares of stock or securitieghtoh the participant
would have been entitled pursuant to the termb@fRundamental Change if, immediately prior to stighdamental Change, t
participant had been the holder of record of thelmer of shares of Common Stock subject to suchnthazor (ii) in lieu of
payments based on the Common Stock previously paytadreunder, payments based on any formulahieaCommittee
determines to be equitable in order to provideigigents with substantially equivalent rights befand after the Fundamental
Change. In the event any such Fundamental Changesa change in the outstanding Common Stoclagipegate number of
shares available under the Plan may be appropriatflisted by the Committee in its sole discretishpse determination shall
be conclusive

5.5 Type of Common StockCommon Stock issued under the Plan may be aa#tbend unissued shares or issued shares held as

treasury share:

Stock Options A stock option is a right to purchase sharesah@on Stock from CenturyLink. Stock options granteder the Plan

may be incentive stock options (as such term imddfin Section 422 of the Code) or non-qualifieatk options. Any option that is
designated as a non-qualified stock option shdlbedreated as an incentive stock option. Eaatksiption granted by the Committee
under this Plan shall be subject to the followiegrts and condition:
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6.1 Price. The exercise price per share shall be deterntiggble Committee, subject to adjustment under 8e&i4; provided that in r
event shall the exercise price be less than theMraiket Value (as defined in Section 13.10) ohare of Common Stock as of the
date of grant, except in the case of a stock ogianted in assumption of or substitution for atstanding award of a company
acquired by the Company or with which the Compamylgines. In the event that an option grant is apgidy the Committee, but
to take effect on a later date, such as when empgoy or service commences, such later date shétiebeate of gran

6.2 Number. The number of shares of Common Stock subjedteémption shall be determined by the Committeejestiho Section 5,
including, but not limited to, any adjustment agyided in Section 5.

6.2 Duration and Time for Exercisé@ he term of each stock option shall be determimethe Committee, but shall not exceed a
maximum term of ten years. Each stock option dfedbme exercisable at such time or times duringita as determined by the
Committee and provided for in the Incentive Agreamalotwithstanding the foregoing, the Committeeyraacelerate the
exercisability of any stock option at any timeaiidition to the acceleration of stock options urfgiection 12

6.4 Manner of ExerciseA stock option may be exercised, in whole oramtpby giving written notice to the Company, sfdog the
number of shares of Common Stock to be purchadesleXercise notice shall be accompanied by th@tutthase price for such
shares. The option price shall be payable in Urtitiedes dollars and may be paid (a) in cash; (hiegk; (c) by delivery to the
Company of currently-owned shares of Common Stowkuding through any attestation of ownership @féectively transfers title),
which shares shall be valued for this purposeatftir Market Value on the business day immedigiedgeding the date such option
is exercised; (d) by delivery of irrevocable writt@structions to a broker approved by the Compavith a copy to the Company) to
immediately sell a portion of the shares issuablgeu the option and to deliver promptly to the Campthe amount of sale proceeds
(or loan proceeds if the broker lends funds topeicipant for delivery to the Company) to pay #xercise price; (e) if approved by
the Committee, through a net exercise procedureeklyehe optionee surrenders the option in exchémghat number of shares of
Common Stock with an aggregate Fair Market Valugaétp the difference between the aggregate exeprise of the options being
surrendered and the aggregate Fair Market Valtieeo$hares of Common Stock subject to the optipim Such other manner as
may be authorized from time to time by the Commaitier (g) through any combination of the foregoingthods

6.5 Limitations on Repricing Except for adjustments pursuant to Section 5&ctions permitted to be taken by the Committeeeund
Section 12 in the event of a Change of Controlessbpproved by the shareholders of the Companghgaxercise price for any
outstanding option granted under this Plan mayealecreased after the date of grant; and (b) &stamaing option that has been
granted under this Plan may not, as of any datestigh option has a per share exercise pricestgaenter than the then-current Fair
Market Value of a share of Common Stock, be suessdito the Company as consideration for the grbathew option or SAR wi
a lower exercise price, shares of restricted statricted stock units, an Other Stock-Based Awarchsh payment, or Common
Stock.
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6.€ Incentive Stock OptionsNotwithstanding anything in the Plan to the canjr the following additional provisions shall appb the
grant of stock options that are intended to qual#yincentive stock options (as such term is ddfine&Section 422 of the Cods¢

(&) Any incentive stock option agreement authorizedar the Plan shall contain such other provisiaitha Committee shall deem
advisable, but shall in all events be consistettt awnd contain or be deemed to contain all prousiequired in order to qualify
the options as incentive stock optio

(b) All incentive stock options must be granted wittén years from the date on which this Plan is astbply the Board of Directol

(c) No incentive stock options shall be granted to mo-employee or to any participant who, at the timehsoption is granted,
would own (within the meaning of Section 422 of @ede) stock possessing more than 10% of the¢otabined voting power
of all classes of stock of CenturyLir

(d) The aggregate Fair Market Value (determined w&pect to each incentive stock option as of the Buch incentive stock
option is granted) of the Common Stock with respeethich incentive stock options are exercisabldliie first time by a
participant during any calendar year (under tha@ Blaany other plan of CenturyLink or any of itdsidiaries) shall not exceed
$100,000. To the extent that such limitation iseeded, the excess options shall be treated asumadified stock options for
federal income tax purpose

7. Stock Appreciation Right.

7.1 Grant of Stock Appreciation Right#\ stock appreciation right, or SAR, is a rightrézeive, without payment to the Company, a
number of shares of Common Stock, cash, or any oa@tibn thereof, the number or amount of whichésedimined pursuant to the
formula set forth in Section 7.5. Each SAR grarigdhe Committee under the Plan shall be subjetttedderms and conditions of t
Plan and the applicable Incentive Agreem

7.2 Number. Each SAR granted to any participant shall relateuch number of shares of Common Stock as sealekermined by the
Committee, subject to adjustment as provided iriGe&.4.

7.2 Duration and Time for Exercisél'he term of each SAR shall be determined by the@ittee, but shall not exceed a maximum term
of ten years. Each SAR shall become exercisalgacit time or times during its term as shall berdeiteed by the Committee and
provided for in the Incentive Agreement. Notwithetang the foregoing, the Committee may acceletadeekercisability of any SAR
at any time in its discretion in addition to thee@leration of SARs under Section !

7.4 Exercise A SAR may be exercised, in whole or in part, byrgy written notice to the Company, specifying thember of SARs that
the holder wishes to exercise. The date that thep2oy receives such written notice shall be refetocherein as the “ Exercise
Date.” The Company shall, within 30 days of an ExerciseeDdeliver to the exercising hold
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certificates for the shares of Common StacWhich the holder is entitled pursuant to Seclidnhor cash or both, as provided in the
Incentive Agreemen

7.5 Paymen.

(&) The number of shares of Common Stock which sielssuable upon the exercise of a SAR payabl®mrion Stock shall be
determined by dividing

(i) the number of shares of Common Stock ashizh the SAR is exercised, multiplied by the amaafithe appreciation in
each such share (for this purpose, the “ appreciaghall be the amount by which the Fair Market \éa(as defined in
Section 13.10) of a share of Common Stock subgetiteé SAR on the trading day prior to the Exerfisg¢e exceeds the “
Base Price” which is an amount, not less than the Fair Markau¥ of a share of Common Stock on the date oftgvarich
shall be determined by the Committee at the timgraft, subject to adjustment under Section 5y

(i) the Fair Market Value of a share of Common StockhenExercise Datt

(b) No fractional shares of Common Stock shall be idsymn the exercise of a SAR; instead, the holtlar®AR shall be entitled
purchase the portion necessary to make a whole stéts Fair Market Value on the Exercise D

(c) If so provided in the Incentive Agreement, a SRy be exercised for cash equal to the Fair Markhie of the shares of
Common Stock that would be issuable under Sectisfay, if the exercise had been for Common St

7.€ Limitations on Repricing Except for adjustments pursuant to Section 5&ctions permitted to be taken by the Committeeeund
Section 12 in the event of a Change of Controlessiapproved by the shareholders of the Companthg@ase Price for any
outstanding SAR granted under this Plan may natdoeeased after the date of grant; and (b) anamdstg SAR that has been
granted under this Plan may not, as of any datestizh SAR has a Base Price that is greater thathén-current Fair Market Value
of a share of Common Stock, be surrendered to timep@ny as consideration for the grant of a newooptr SAR with a lower
exercise price, shares of restricted stock, résttistock units, an Other St-Based Award, a cash payment, or Common St

8. Restricted Stoc.

8.1 Grant of Restricted Stockrhe Committee may award shares of restricteckgtmsuch eligible participants as determined pamsto
the terms of Section 3. An award of restricted lstgltall be subject to such restrictions on tranafet forfeitability provisions and
such other terms and conditions, including therattent of specified performance goals, as the Cdtamimay determine, subject to
the provisions of the Plan. To the extent restdici®ck is intended to qualify as “performance-basempensation” under
Section 162(m), it must be granted subject to tterament of performance goals as described ini@edtl below and meet the
additional requirements imposed by Section 162
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8.2

8.4

8.€

The Restricted PeriadAt the time an award of restricted stock is makde,Committee shall establish a period of timerduwhich
the transfer of the shares of restricted stock &leatestricted and after which the shares of ictett stock shall be vested (the “
Restricted Periot). Each award of restricted stock may have a diifié Restricted Period. The Restricted Period dfeafi minimum
of three years with incremental vesting of portiofithe award over the thi-year period permitted, with the following excepto

(a) If the vesting of the shares of restricted stedkased upon the attainment of performance gsadescribed in Section 11, the
Restricted Period shall be a minimum of one y

(b) No minimum Restricted Period applies to grantsdu-employee directors, to grants issued in paymeotsh amounts earned
under the Compar’'s annual incentive plan, or to grants made undeti®e5.2(a).

Escrow. The participant receiving restricted stock skalier into an Incentive Agreement with the Compsetying forth the
conditions of the grant. Any certificates repreganshares of restricted stock shall be registeréde name of the participant and
deposited with the Company, together with a stamkey endorsed in blank by the participant. Eacli sugetificate shall bear a
legend in substantially the following forr

The transferability of this certificate and gfgares of Common Stock represented by it are ctuigiehe terms and conditions
(including conditions of forfeiture) contained imet CenturyLink 2011 Equity Incentive Plan (the ‘fiPlaand an agreement entered
into between the registered owner and Centuryllimk, (the “Company”thereunder. Copies of the Plan and the agreememtrefile
at the principal office of the Compar

Alternatively, in the discretion of t@®mpany, ownership of the shares of restrictecksamd the appropriate restrictions shall be
reflected in the records of the Comp’s transfer agent and no physical certificates $laiksued

Dividends on Restricted Stoclny and all cash and stock dividends paid witpeet to the shares of restricted stock shall bgest
to any restrictions on transfer, forfeitability prsions or reinvestment requirements as the Coramittay, in its discretion, prescribe
in the Incentive Agreemer

Forfeiture. In the event of the forfeiture of any sharesesttricted stock under the terms provided in thetive Agreement
(including any additional shares of restricted kttiat may result from the reinvestment of cashstndk dividends, if so provided
the Incentive Agreement), such forfeited shared bleasurrendered, any certificates shall be cdadeand any related accrued but
unpaid cash dividends will be forfeited. The paptnts shall have the same rights and privileged ke subject to the same forfeit
provisions, with respect to any additional shaszeived pursuant to Section 5.4 due to a recagatain or other change in
capitalization

Expiration of Restricted PeriadJpon the expiration or termination of the Res@itPeriod and the satisfaction of any other
conditions prescribed by the Committee,
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8.7

restrictions applicable to the restrictectktshall lapse, and the Company shall cause t@leeded to the participant or the
participant’s estate, as the case may be, the nuofilshares of restricted stock with respect toohtihe restrictions have lapsed, free
of all such restrictions and legends, except aayitimy be imposed by law. The Company, in its disan, may elect to deliver such
shares through issuance of a stock certificateydrdok entry.

Rights as a Shareholdebubject to the terms and conditions of the Ptahsubject to any restrictions on the receipt viddinds that
may be imposed in the Incentive Agreement, eacticpzant receiving restricted stock shall havetladl rights of a shareholder with
respect to shares of stock during the Restrictem@®ancluding without limitation, the right to #® any shares of Common Sto

9. Restricted Stock Unit.

9.1

9.2

9.4

Grant of Restricted Stock Unit#\ restricted stock unit, or RSU, represents thktrto receive from the Company on the respective
scheduled vesting or payment date for such RSUshare of Common Stock. An award of RSUs may bgstitp the attainment of
specified performance goals or targets, forfeitgbrovisions and such other terms and conditesmshe Committee may determine,
subject to the provisions of the Plan. To the exéenaward of RSUs is intended to qualify as penfmice-based compensation under
Section 162(m), it must be granted subject to tterament of performance goals as described ini@edtl and meet the additional
requirements imposed by Section 162(

Vesting Period At the time an award of RSUs is made, the Conemishall establish a period of time during whiah riastricted
stock units shall vest (the “ Vesting PerigdEach award of RSUs may have a different VestingpBeThe Vesting Period shall be
minimum of three years with incremental vestingrahe thre-year period permitted, with the following excepso

(a) If the vesting of RSUs is based upon the attamro&performance goals as described in SectiothElYesting Period shall be a
minimum of one yeal

(b) No minimum Vesting Period applies to grants to-employee directors, to grants issued in paymeoash amounts earned
under the Compar's annual incentive plan, or to grants made undetice5.2(a).

Dividend Equivalent AccountsSubject to the terms and conditions of this Riad the applicable Incentive Agreement, as well as
any procedures established by the Committee, tmen@ittee may determine to pay dividend equivalegits with respect to RSUSs,
in which case, unless determined by the Commitide=tpaid currently, the Company shall establisha@wount for the participant a
reflect in that account any securities, cash, beoproperty comprising any dividend or propertstidbution with respect to the share
of Common Stock underlying each RSU. The partidighiall have no rights to the amounts or other @riypcredited to such accot
until such time as the related RSUs have ve:

Rights as a ShareholdeBubject to the restrictions imposed under thesesind conditions of this Plan and subject to ahgro

restrictions that may be imposed in the Incentigge®ment, each participant receiving restrictedkstmits shall have no rights a:
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shareholder with respect to such restricted staits wintil such time as shares of Common Stocksauged to the participar

10. Other Stoc-Based Award.

10.1 Grant of Other StocBased Awards Subject to the limitations described in SectiGrlhereof, the Committee may grant to elig
participants “ Other StoeBased Awards’ which shall consist of awards (other than opsicBARS, restricted stock, or RSUs,
described in Sections 6 through 9 hereof) paidroghares of Common Stock or the value of whidbaised in whole or in part on
the value of shares of Common Stock. Other StodeBawards may be awards of shares of Common Saeakds of phantom
stock, or may be denominated or payable in, valaechole or in part by reference to, or otherwissdd on or related to, shares of,
or appreciation in the value of, Common Stock (idahg, without limitation, securities convertible @xchangeable into or
exercisable for shares of Common Stock), as dedméte Committee consistent with the purposesisfRian. The Committee
shall determine the terms and conditions of anye©8tock-Based Award (including which rights oftaeholder, if any, the
recipient shall have with respect to Common Stadoaiated with any such award) and may providesihelh award is payable in
whole or in part in cash. An Other Stock-Based Alvaiay be subject to the attainment of such spekcffexformance goals or
targets as the Committee may determine, subjeabgtprovisions of this Plan. To the extent thaCdher Stock-Based Award is
intended to qualify as “performance-based comp@rsatinder Section 162(m), it must be granted stifje the attainment of
performance goals as described in Section 11 bat@hmeet the additional requirements imposed byi@®et62(m).

10.z Limitations. Other Stock-Based Awards granted under this &edid shall be subject to a minimum vesting pedbthree years,
with incremental vesting of portions of the awaxeothe thre-year period permitted, with the following excepso

(a) If the vesting of the award is based upon tharatient of performance goals as described in Sedtlg the award shall be
subject to a minimum vesting period of one y:

(b) No minimum vesting period applies to grants to-employee directors, to grants issued in paymeoash amounts earned
under the Compar's annual incentive plan, or to grants made undeti@®e5.2(a).

11. Performance Goals for Section 162(m) Awe.

11.1 Qualification as Performancebased” To the extent that shares of restricted stocklR, or Other Stock-Based Awards granted
under the Plan are intended to qualify as “perforoeabased compensation” under Section 162(m),éktng, grant, or payment of
such awards shall be conditioned on the achieveofesie or more performance goals specified belosvraust satisfy the other
requirements of Section 162(n

11.z Performance GoalsThe performance goals pursuant to which suchdswstrall vest, be granted or be paid out shalhyeaa
combination of the following

B-9




Table of Contents

performance measures applied to the Company ooom®re of its divisions, subsidiaries, or linesakiness
(&) return on equity, cash flow, assets, or investnr
(b) shareholder returt

(c) target levels of, or changes in, revenues, operaticome, cash flow, cash provided by operatingyiiets, earnings, or earnin
per share

(d) achievement of business or operational goals ascharket share, customer growth, customer sdiisfia new product or
services revenue, or business developn

(e) strategic business criteria, consisting of onmore objectives based on meeting specified reveanaeket share, market
penetration, or geographic business expansion guigjisctively-identified project milestones, protlan volume levels, costs
targets, and goals relating to acquisitions or stigres; ol

() an economic value added meas!

11.2 Measurement; Prapproved AdjustmentsFor any performance period, such performancectibges may be measured on an
absolute basis or relative to a group of peer caonegaselected by the Committee, relative to intiegoals or relative to levels
attained in prior years. At the time it sets parfance goals, the Committee may define cash flovermees, and the other terms
listed above as it sees fit. The performance goalg be subject to such adjustments as are spetifigdivance by the Committee in
accordance with Section 162(r

12. Change of Contrc.
(&) A Change of Control shall mea

() the acquisition by any person of beneficial ovehgr of 30% or more of the outstanding shares ®Qbmmon Stock or
30% or more of the combined voting power of Ceniturl’s then outstanding securities entitled to vgémerally in the
election of directorsprovided, howevethat for purposes of this subsection (i), the fellng acquisitions shall not
constitute a Change of Contr

(A) any acquisition (other than a Business Combingiés defined below) which constitutes a Changéasftrol under
Section 12(a)(iii) hereof) of Common Stock diredtigm the Company

(B) any acquisition of Common Stock by the Comp:
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(ii)

(iii)

(C) any acquisition of Common Stock by any employeediit plan (or related trust) sponsored or mamgdiby the
Company or any corporation controlled by the Conypan

(D) any acquisition of Common Stock by any corporaparsuant to a Business Combination that doesaottitute a
Change of Control under Section 12(a)(iii) herewmi

individuals who, as of May 18, 2011, constituteel Board of Directors of CenturyLink (the “ Incumiv&oard”) cease fo
any reason to constitute at least a majority oBbard of Directorsprovided, howevethat any individual becoming a
director subsequent to such date whose electiompmination for election by CenturyLirk'shareholders, was approvec
a vote of at least two-thirds of the directors tkemprising the Incumbent Board shall be considaretember of the
Incumbent Board, unless such individual’s initissamption of office occurs as a result of an acbuathreatened election
contest with respect to the election or removalicgctors or other actual or threatened solicitabbproxies or consents |
or on behalf of a person other than the Incumbeatré; or

consummation of a reorganization, share exchangggem or consolidation (including any such transacinvolving any
direct or indirect subsidiary of CenturyLink) olesar other disposition of all or substantially eflthe assets of the
Company (a “ Business Combinatityn provided, howevethat in no such case shall any such transactiostitote a
Change of Control if immediately following such Busss Combinatior

(A) the individuals and entities who were the bernfiowners of CenturyLink’s outstanding Common &taad
CenturyLink’s voting securities entitled to votengeally in the election of directors immediatelyoprto such Business
Combination have direct or indirect beneficial owagp, respectively, of more than 50% of the thatstanding share
of common stock, and more than 50% of the combirmgithg power of the then outstanding voting se@sientitled tc
vote generally in the election of directors of ueviving or successor corporation, or, if applleathe ultimate parent
company thereof (th* Pos-Transaction Corporatig”), and

(B) except to the extent that such ownership existaxt to the Business Combination, no person (edioly the Post-
Transaction Corporation and any employee benefit pk related trust of either CenturyLink, the Pbstnsaction
Corporation or any subsidiary of either corporafibeneficially owns, directly or indirectly, 20% orore of the then
outstanding shares of common stock of the corpmratsulting from such Business Combination or 20%ore of
the combined voting power of the then outstandioting securities of such corporation, ¢
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(C) atleast a majority of the members of the bodwdirectors of the Post-Transaction Corporationev@embers of the
Incumbent Board at the time of the execution ofitfiial agreement, or of the action of the Boafdaectors,
providing for such Business Combination;

(iv) approval by the shareholders of CenturyLink of enptete liquidation or dissolution of CenturyLir

For purposes of this Section 12, thentgyerson” shall mean a natural person or entityl shall also mean the group or

syndicate created when two or more persons acsgsdicate or other group (including a partnersgipmited partnership) for the
purpose of acquiring, holding, or disposing of esity, except that “person” shall not include ardarwriter temporarily holding a
security pursuant to an offering of the secul

(b) Subject to Section 12(c), upon a Change of Coattoutstanding Incentives granted pursuant i® Bian shall remain

(©

outstanding in accordance with their terqggvided howevethat the Company may provide in writing in the aqgdble
Incentive Agreement, a change of control agreereptan, or any other written instrument that, ugiom occurrence of a
Change of Control and any such other events ashmapecified in such agreement, plan, or instrunaor certain
outstanding Incentives granted pursuant to the gtall become fully vested and exercisable, atti@®ns or limitations on
such Incentives shall automatically lapse andeatfqgmance criteria and other conditions relatimghe payment of such
Incentives shall be deemed to be achieved at tgettievel without the necessity of action by aryson.

No later than 30 days after a Change of Contrétheftype described in subsections (a)(i) or (adfithis Section 12 and no la
than 30 days after the approval by the Board ofian@e of Control of the type described in subsast{@)(iii) or (a)(iv) of this
Section 12, the Committee, acting in its sole @ison without the consent or approval of any pgéint (and notwithstanding
any removal or attempted removal of some or alhefmembers thereof as directors or Committee meshbway act to effect
one or more of the alternatives listed below, whithy vary among individual participants and whicaymwary among
Incentives held by any individual participaptpvided, howevethat no such action may be taken if it would resuthe
imposition of a penalty on the participant undectto®m 409A of the Code as a result ther

(i) require that all outstanding options, SARROther Stock-Based Awards be exercised on orbef@pecified date (before
or after such Change of Control) fixed by the Cottenai, after which specified date all unexercisetibog, SARs and Oth
Stocl-Based Awards and all rights of participants thedeurwould terminate

(il make such equitable adjustments to Incentivas dlgstanding as the Committee deems appropriatslext such Change
of Control and provide participants with substdhtiaquivalent rights before ar
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(iii)

(iv)

after such Change of Contrgrpvided, howevethat the Committee may determine in its sole dismnethat no
adjustment is necessar

provide for mandatory conversion or exchange ofesomall of the outstanding options, SARs, restdcstock units or
Other StockBased Awards held by some or all participants as adite, before or after such Change of Contrelifipd by
the Committee, in which event such Incentives wdddleemed automatically cancelled and the Compayd pay, or
cause to be paid, to each such participant an anodwash per share equal to the excess, if amheo€hange of Control
Value of the shares subject to such option, SA&rioted stock unit or Other Sto&ased Award, as defined and calculi
below, over the per share exercise price or Baise Bf such Incentive or, in lieu of such cash pagimthe issuance of
Common Stock or securities of an acquiring entdyihg a Fair Market Value equal to such exces

provide that thereafter, upon any exercise or payroan Incentive that entitles the holder to ree€Ccommon Stock, the
holder shall be entitled to purchase or receiveeusdch Incentive, in lieu of the number of shafeSommon Stock then
covered by such Incentive, the number and clasbarfes of stock or other securities or propertliing cash) to which
the holder would have been entitled pursuant taghmas of the agreement providing for the reorgation, share exchang
merger, consolidation or asset sale, if, immedjgtelor to such Change of Control, the holder hadrbthe record owner
the number of shares of Common Stock then coveyelith Incentive

(d) For the purposes of conversions or exchanges yoadlagraph (iii) of Section 12(c), the “ ChangeCaintrol Value® shall equal
the amount determined by whichever of the followitegns is applicable

(i)
(ii)

(iii)

the per share price to be paid to holders of Com8tonk in any such merger, consolidation or oteerganization

the price per share offered to holders of CommaciSin any tender offer or exchange offer wherelghange of Control
takes place, c

in all other events, the fair market value of arstef Common Stock, as determined by the Commésteef the time
determined by the Committee to be immediately padihe effective time of the conversion or exchal

(e) Inthe event that the consideration offered tarsholders of CenturyLink in any transaction désadiin this Section 12 consists
of anything other than cash, the Committee sha#rdgine the fair cash equivalent of the portiorihaf consideration offered
that is other than cas
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13. Genera.

13.1

13.2

13.2

13.4

Duration. No Incentives may be granted under the Plan &ftar 18, 2021 provided, howevethat subject to Section 13.8, the P
shall remain in effect after such date with respedhcentives granted prior to that date, untisatch Incentives have either been
satisfied by the issuance of shares of Common Sipckherwise been terminated under the termseoPthan and all restrictions
imposed on shares of Common Stock in connectiol thiir issuance under the Plan have lag

Transferability.
(&) No Incentives granted hereunder may be transfeptedged, assigned, or otherwise encumbered bytigipant except

@) by will;
(i) by the laws of descent and distributis

(iii) if permitted by the Committee and so provided i lihcentive Agreement or an amendment theretoupatdo a domestic
relations order, as defined in the Code

(iv) as to options only, if permitted by the Committeel o provided in the Incentive Agreement or anradneent thereto,
(i) to Immediate Family Members (as defined in &etil3.2(b)); (i) to a partnership in which therfigpant and/or
Immediate Family Members, or entities in which gagticipant and/or Immediate Family Members aresible owners,
members, or beneficiaries, as appropriate, aredleepartners; (iii) to a limited liability compatity which the participant
and/or Immediate Family Members, or entities inahhthe participant and/or Immediate Family Memtzgesthe sole
owners, members, or beneficiaries, as appropaagethe sole members; or (iv) to a trust for tHe benefit of the
participant and/or Immediate Family Membe

(b) “Immediate Family Membersshall be defined as the spouse and natural or edapildren or grandchildren of the particip
and their spouses. To the extent that an incestivek option is permitted to be transferred duthnglifetime of the participant,
it shall be treated thereafter as a nonqualifiedksoption. Any attempted assignment, transfeidgee hypothecation, or other
disposition of Incentives, or levy of attachmensnilar process upon Incentives not specificallymitted herein, shall be null
and void and without effec

Effect of Termination of Employment or Deathn the event that a participant ceases to bergiayee of the Company or to
provide services to the Company for any reasomydiieg death, disability, early retirement or nofmeirement, any Incentives
may be exercised, shall vest or shall expire &t sintes as may be determined by the Committee emdded in the Incentive
Agreement

Additional Conditions Anything in this Plan to the contrary notwithstiang: (a) the Company may, if it shall determinadtessar
or desirable for an
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13.t

13.€

13.7

reason, at the time of award of any Incentivehe issuance of any shares of Common Stoclupatgo any Incentive, require the
recipient of the Incentive, as a condition to tbeeipt thereof or to the receipt of shares of Com®iwck issued pursuant thereto
deliver to the Company a written representatiopreent intention to acquire the Incentive or tmeraes of Common Stock issued
pursuant thereto for his own account for investnaamt not for distribution; and (b) if at any timletCompany further determines,
in its sole discretion, that the listing, regiswator qualification (or any updating of any suadtdment) of any Incentive or the
shares of Common Stock issuable pursuant thergiecisssary on any securities exchange or undefiedryal or state securities or
blue sky law, or that the consent or approval gf gmvernmental regulatory body is necessary ordels as a condition of, or in
connection with the award of any Incentive, theigsxe of shares of Common Stock pursuant theretbeagemoval of any
restrictions imposed on such shares, such Incestig# not be awarded or such shares of CommorkStoall not be issued or such
restrictions shall not be removed, as the casebmain whole or in part, unless such listing, regtson, qualification, consent or
approval shall have been effected or obtaineddfesy conditions not acceptable to the Comp.

Withholding.

(&) The Company shall have the right to withhold frany payments made or stock issued under the Pl@ancollect as a
condition of payment, issuance or vesting, anysarguired by law to be withheld. At any time thgiarticipant is required to
pay to the Company an amount required to be withbeter applicable income tax laws in connectioth\&n Incentive, the
participant may, subject to Section 13.5(b) belsatisfy this obligation in whole or in part by dieg (the “ Election’) to
deliver currently owned shares of Common Stoclodrave the Company withhold shares of Common Siadgach case
having a value equal to the minimum statutory amoequired to be withheld under federal, state landl law. The value of
the shares to be delivered or withheld shall bedas the Fair Market Value of the Common Stockhendate that the amount
of tax to be withheld shall be determin¢ Tax Date”).

(b) Each Election must be made prior to the Tax Dde participants who are not subject to Sectiooflifhie 1934 Act, the
Committee may disapprove of any Election, may sugdpe terminate the right to make Elections, or mpeyide with respect
to any Incentive that the right to make Electionallsnot apply to such Incentive. If a participamikes an election under
Section 83(b) of the Code with respect to sharessificted stock, an Election to have shares withto satisfy withholding
taxes is not permitted to be ma

No Continued Employmetr. No participant under the Plan shall have anytrigblely based on his or her participation in Rten, tc
continue to serve as an employee, officer, direconsultant, or advisor of the Company for anyqekof time or to any right to
continue his or her present or any other rate ofpEnsation

Deferral Permitted Payment of an Incentive may be deferred at thiopf the participant if permitted in the InceriAgreement
Any deferral arrangements shall comply with Sectlo8A of the Code
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13.¢ Amendments to or Termination of the Plarhe Board may amend or discontinue this Plamwatiane; provided, howevethat no
such amendment ma

(a) amend Section 6.5 or Section 7.6 to permit repgichoptions or SARs without the approval of shatdérs;

(b) materially impair, without the consent of theipgent, an Incentive previously granted, except tha Company retains all of its
rights under Section 12;

(c) materially revise the Plan without the approviahe shareholders. A material revision of the Riarhudes (i) except for
adjustments permitted herein, a material increaslee maximum number of shares of Common Stockntizat be issued
through the Plan, (ii) a material increase to thedfits accruing to participants under the Plai),gimaterial expansion of the
classes of persons eligible to participate in tlae Riv) an expansion of the types of awards abéd for grant under the Plan,
(v) a material extension of the term of the Plad @) a material change that reduces the prisehéth shares of Common
Stock may be offered through the Pl

13.9 RepurchaseUpon approval of the Committee, the Company negyirchase all or a portion of a previously grariteantive from
a participant by mutual agreement by payment tg#récipant of cash or Common Stock or a combamathereof with a value
equal to the value of the Incentive determineddadyfaith by the Committe@rovided, howevethat in no event will this section
be construed to grant the Committee the powerki® &y action in violation of Section 6.5, 7.6,18¢13.

13.1( Definition of Fair Market Value Whenever “ Fair Market Valutof Common Stock shall be determined for purpasesis Plan,
except as provided below in connection with a asshkexercise through a broker, it shall be detexchars follows: (a) if the
Common Stock is listed on an established stockaxgh or any automated quotation system that presdie quotations, the
closing sale price for a share of the Common Steckuch exchange or quotation system on the datévelsich fair market value
is to be determined, (b) if the Common Stock islisbéd on any exchange or quotation system, lilhd asked prices are quoted
and published, the mean between the quoted bidisketl prices on the date as of which fair markletevis to be determined, and
if bid and asked prices are not available on sugh dn the next preceding day on which such pricea® available; and (c) if the
Common Stock is not regularly quoted, the fair rearkalue of a share of Common Stock on the datd aich fair market value
is to be determined, as established by the Commariittgood faith. In the context of a cashless agerthrough a broker, the “ Fair
Market Value” shall be the price at which the Common Stock sabjo the stock option is actually sold in the keato pay the
option exercise price. Notwithstanding the foregpiifi so determined by the Committee, “Fair Maratue” may be determined
an average selling price during a period specifigthe Committee that is within 30 days before @days after the date of grant,
provided that the commitment to grant the stocktrlzased on such valuation method must be irrevedsdore the beginning of
the specified period, and such valuation methodt in@sised consistently for grants of stock rightdar the same and substantially
similar programs during any particular calendary
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13.11 Liability .

(@)

(b)

Neither CenturyLink, its affiliates or any of the@spective directors or officers shall be lialdehy participant relating to tt
participant’s failure to (i) realize any anticipdtbenefit under an Incentive due to the failursatisfy any applicable conditions
to vesting, payment or settlement, including thikifa to attain performance goals or to satisfybaditions specified in
Section 11, or (i) realize any anticipated taxdféror consequence due to changes in applicablettee particular
circumstances of the participant, or any otheranz

No member of the Committee (or officer of the Compaxercising delegated authority of the Committader Section
thereof) will be liable for any action or determiioa made in good faith with respect to this Plamy Incentive

13.1Z Interpretatior.

(@)

(b)

(©

(d)

Unless the context otherwise requires, (i) démences to Sections are to Sections of this Riiathe term “including” means
including without limitation, (iii) all reference® any particular Incentive Agreement shall be degto include any
amendments thereto or restatements thereof, apdl(references to any particular statute shalibemed to include any
amendment, restatement o-enactment thereof or any statute or regulationtgub=d therefore

The titles and subtitles used in this Plan or lmegntive Agreement are used for convenience antyare not to be considered
in construing or interpreting this Plan or the Imibee Agreement

All pronouns contained in this Plan or any InoemiAgreement, and any variations thereof, shallé&emed to refer to the
masculine, feminine or neutral, singular or plugs the identities of the parties may reqt

Whenever any provision of this Plan authorizes@ommittee to take action or make determinatioitis kgspect to outstanding
Incentives that have been granted or awarded byttieé executive officer of CenturyLink under Secti3.2 hereof, each such
reference to “Committeeshall be deemed to include a reference to anyesfti€ the Company that has delegated administr
authority under Section 3.2 of this Plan (subjedtie limitations of such sectior

13.1% Compliance with Section 409Alt is the intent of the Company that this Plampdy with the requirements of Section 409A of the
Code with respect to any Incentives that constitmie-qualified deferred compensation under Sec@®A and the Company
intends to operate the Plan in compliance withiBeet09A and the Department of Treasury’s guidasrcesgulations promulgated
thereunder. If the Committee grants any Incentoretskes any other action that would, either imratady or upon vesting or
payment of the Incentive, inadvertently resulthia tmposition of a penalty on a participant undect®®n 409A of the Code, then
the Company, in its discretion, may, to the maximextent permitted by law, unilaterally resciall initio , sever, amend or
otherwise modify the grant or action (or ¢
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provision of the Incentive) in such manner necegsiarthe penalty to be inapplicable or reduc

* * * * * * * * * *

CERTIFICATION

The undersigned Secretary of CenturyLink, (tiee “Company”) hereby certifies that the foregp@enturyLink 2011 Equity Incentive
Plan was (i) recommended to the Company’s Boafditctors (the “Board”) by its Compensation Comesttat a meeting of the
Compensation Committee duly held on February 2112(i) adopted by the Board at a meeting dulyte February 22, 2011, and
(i) approved by the requisite affirmative votetbE Company’s shareholders at its 2011 Annual Mgetf Shareholders held on May 18,
2011.

[Signature Block Intentionally Omitted]
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W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEFHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

AV
71\ +
CenturyLink~

Proxy — CENTURYLINK, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby constitutes and appoints Glen F. Past, Il or Stacey W. Goff, or ither of them, proxies for the undersigned, with full power of substitution, to represent
lhe undersigned and to vola all of the shares of common stock and voling preferred stock (collectively, the “Vating Shares™) of CenturyLink, Inc. (the “Company”) that the
undersigned is entited to vote at the annual meeting of shareholders of the Company to be held on May 18, 2011, and at any and all adjoumments thereof (the “Meeting”).

In addition by serving as a Proxy, this card will also serve as instuclions to Compularshare Invesior Servicss LLC. {ihe “Agenl’) lo wobs in the manner dasignated on the
reverse side hereafl the shares of the Company's comman stack held as of March 21, 2011 in the name of the Agent and credited to any plan account of the undersigned in

sccordance with fhe Company's dividend reimesiment plan or employee siock purchass plans. Upan timely recaipt of this Proxy, property execuled, all of your Vating Shares,
including any held in the name of the Agent, will be valed s specified.

The Board of Directors recommends that you vote FOR tems 1 through 4(a), for a frequency of every 1 YEAR on lem 4(b), and AGAINST hems 5(a) and 5(b) listed
on the reverse side hereof. If this Proxy is properly exacuted but no specific direcions are given, all of your votes will be voled in accordance with hess recommendations,

(Please See Reverse Jids)

Non-Voting ltems
Change of Address — Pleass prinl new address below

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD. +






Table of Contents

AV
71\
CenturyLink- 0 RO RO 12345
[ ooy aweaL ueTwe romsanow ] - 00OOOY 000000000.000000 ext 0000DC000.000000 ext
ENDORSEMENT.LINE SACKPACK 000000000.000000 ext 000000000.000000 ext
|||||||!||I||"||I||||||I|||l||||!||||||I|||||||I|||| 00000000.000000 ext Q0000000000000 ext
MR A SAMPLE Electronic Voting Instructions
DESIGNATION (IF ANY) You can vote by Internet or telephone!
ADD 1 Available 24 hours a day, 7 days a week!
EEE f Insiead of mailing your proxy, you may choose ane of the twa voting
ADD 4 mithads oullined Below b vabe yur proxy
ADD & WALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.
ADD & Praxies submitted by the Internet or telephone must be received by

1:00 aum., Cantral Tima, on May 18, 2071,

Vote by Internet
=« Log an to the Inlermet and ga o

warw gnvisionreports.comiCTL
+ Follow the steps culined on the secured websiie

Vote by telephone
« Cal ol free 1-B00-652-VOTE (8653) within the US4,

WS terrilores & Cardada any lime an a buch lone

falaphone. Thara is NO CHARGE to you for the call.
Using a black ink pen, mark your wodas with an X as shown in . = Fllew the: instructiang provded by the recorded message
Ihis example. Please do nol wrile oulside the designaled areas X

Annual Meeting Proxy Card (1234 5678 9012 345 )

W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEFHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

Proposals — Board of Directors recommends that you vote FOR tems 1 through 4{a), for a frequency of every 1 YEAR on ltem 4(b),
and AGAINST Items 5(a) and 5(b).

1. Blect five Class I Direclons: For  Withhold Far  Withheld Far  Withheld

01 - Virginia Boulet O d 02 - Peter C. Brown O Od 03 - Richard A, Gephardt O Od
M - Gregory J. McGray O Od 05 - Michael J. Roberts O O

For Against Abstain For  Against Abstaln
2. Reafy the appaintment of KFMG LLP &s our independent 3. Approwe our 2011 Equity Incenave Plan.
autite o 201 OO O Oood
1¥r  2¥ms 3IY¥rs Abstain
A(a). Adisony vale regarding our executive compensation D D D d(b). Advisony wole regarding e fequency of our D D D D
axaculive compansation voles.

For  Agains! Abstain
5ia). Sharehalder proposal regardng poltical coninbutions repar, D D D (b}, Sharehakder proposal regarding boand dedassilication D D D

G. In Sheir discrefion o vobe upan such offier BUSINESS 25 may
praperly come bafore the Meeting.

[l Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Plaase sign exactly as name appaars on e certificale or carificates represanting sharas o be vobad by this praxy. When signing as axecufior, sdminisiralor, atormey, frustes or guardian, plaasa
give hal W a5 swch, I @ corporalion, pledsa sign in Tull corporabe ndame by president of alher suthanzed oficer. B a parnership, please sign in parinership name by authored pergons,
Diate menidid'yyyy) — Fledage print date below, Signature 1— Please keep signature within the bax, Signature 2 — Please keep signatura within the bax.

C 1234567890 JNT
B TUPX 1140321
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W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEFHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

VOTING INSTRUCTIONS — CENTURYLINK UNION 401(k) PLAN AND TRUST -+

The undarszigned, acting ag a “named fiduciary” of the above-referenced plan of CanturyLink, Inc., as amended (the “Plan’), hereby instructs Walls Fargo Bank, NLA. (the
Trustee"), as drected trustee of the Plan, to vobe at the annual meeting of shareholdess of CenturyLink, Inc. (the “Company™) ko be held on May 18, 2011, and any and all
edpournments thereof (the “Mesting), in the manner designated herein (i) &l shares of the Company’s comman stock held by the Trustee and credited 1o the Plan account
of the undersigned as of March 21, 211 in accordance with the provisions of the Plan (ihe "Undarsigned's Allocable Votas™) which is listed to the right of the address of the
undersigned printed on the other side of this cand, and (i) the number of votes allocable 1o the undersigned (determined pursuant 1o a formula specfied in the Plan) that are
sitributable to &l shares of the Company’s common stock held by the Truséee as of March 21, 2011, as to which properly execuled vobing instructicns ane not fimely received
pricr o the Meeting {referred fo individualy as the “Undersigned's Propartionate Votes™ and collectively with the Undersigned's Allocable Vobes a5 the "Ungersigned's Wotes”),

The undersigned hereby directs the Trustes to authorize the Company’s proxies 1o volte in their discretion upon such other business as may propery come before the Meeting.
The Board of Directors of the Company recommends that you vote FOR bems 1 through 4{a), for a frequency of 1 YEAR on ltem &(b), and AGAINST hems 5(a
and 5{b) listed on the reverse side. Ugon tmely recaipl of these instructions, propery execubed. the Undersigned's Voles wil be cast m the manner directed. [T theza
instructions are propery execuled but no specific drections ane given with respect to any of the Undersigned's Allocable Votes or the Undersigned's Proportionate Viates,
these votes will be cast in accordance with the Board's recommendations.

Please mark. sign, dabe and return these instructions prompdly wsing the enclosed envelope.

TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 158, 2011.

PLEASE SIGM AND DATE ON THE REVERSE SIDE.

E Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below
Please sign exaclly a5 name appears on your account in the Flan, When signing as execulor, administratorn, allomdéy, instee or guandan, please g (ull lile a5 such

Dwale {mmiddyyyy) — Fleasa print date below. Signawre 1 — Please keep signature within the bax.

/[

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - B ON BOTH SIDES OF THIS CARD. +
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MR A SAMPLE
DESIGNATION (IF ANY)
ADD 1
ADD 2
ADD 3
ADD 4
ADD 5
ADD 6

Using a black ink pen, mark your vobes with an X as shown in .
this axampla. Plaasa do nol wrile oulside the designaled aneas. x
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0 I TR 12326755
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Electronic Voting Instructions

You can vote by Internet or telephone!

Available 24 hours a day, T days a week!

Instead of masing your voling instruclion cand, you may choose one of the
twor valing methods oullined below o vabe your voling instuction cand,
VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.

Proxies submitted by the Internet of telephane must be recelved by
1:00 am,, Central Time, on May 16, 2011,

- Vote by Internet
] * Log on to the Infernet and go o

www.anvisionreports.com/CTL
* Follow the steps outiined on the secured websile.
Vote by telephone
« Caall boll free 1-800-652-VOTE (8653) within the LISA,

US temitonas & Canada any time on a touch tone
lelephone. There is HO CHARGE to you for the call.

+ Follow the instructions provided by the recorded message.

Annual Meeting Voting Instruction Card

(1234 5678 9012 345 )

W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE, W

ﬂ Proposals — Board of Directors recommends that you vote FOR ltems 1 through 4{a), for a frequency of every 1 YEAR on Item 4(b),

and AGAINST Items 5(a) and 5(b).
1. Elect five Clags Il Direclors:

A, Undarsigned’s Alacabie Voles: For Withhold aditor for 2011,
A. Undersigned's
01 - Virginia Boule! Allocable Vides:
B. Undiarsigned's
02 - Peter C. Brown Proporionale Votes:

03 - Richard A, Geghardl

O0O00 0O
Oooooo

A Undirsigned's
4 - Gregory J. McCray Abocabie Voles:

B. Undersigned’s
05 - Michae! J. Roberts Proportionale Mofes:

B. Undersigned’s Proporbionate Voles: For  Withhald
i -
01 - Virginia Bouled g'mw I-’Dﬁ:s:
B U S
02 - Peter €. Brown Pmpo.-ﬁonal:m'ﬂs:

03 - Richard A. Gephardl

Oooo
OoOo0n

(4 - Gregory J. McCray

05 - Michael J. Robers

m AR

GIB4GE
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[l

C 1234567890
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2, Ratify the appointment of KPMG LLP as our independent
For  Against Abstain

OO O
O 0O O

3. Approve our 2011 Equity Incentive Plan,
For  Against Abstain

O 0O O
O 0O O

4fa). Advisary vole regarding our execulivi compensalion.
Far  Against Abstain

OO0
O oOod

4[b). Advisory vote ragarding the frequancy of our execulive

compensation vates.” 4 yp I¥rs  Abstain

O00n0

* Al of the Undersigned's Votes will be cast in the manner dirscted by you wilh respect 1o s lem 400). B you wish to vale your
Proportionate Vobes differently from your Allocable Vobes, please call lﬂﬁ‘f

-+

S[a). Shareholder proposal regarding political

A";":‘_’"““"_”P"'t For Against Abstain
L k3
aoowes 1 0 [
HIPIM’]WF:WRSJ D I:I D
5[b). Shareholder propesal reganding board
#ﬁ“:’““'{""- For Against Abstain
L s
privshe oo I I I
E'Propmmr:mas; D D D

S43-8780

E [THIS AREA IS SET UP TO

JNT
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W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

VOTING INSTRUCTIONS — CENTURYLINK DOLLARS & SENSE 401(k) PLAN AND TRUST -+

The undersigned, acting a5 a named fiduciary” of the above-referenced plan of Centurylink, Inc., as amended (the *Flan), hereby instructs The Trust Company of Steme
Agee, Inc. and Wells Fargo Bank, M.A. (the “Trustees”), as direcled trustees with respect to shares of the common stock of CenturyLink, Inc. (*Shares”) held by the Trusiees
in separate accounts in accondance with the: Plan, to vole at the annual meeting of shareholders of CenturyLink, Inc. (the “Company”) to be held on May 18, 2011, and any and
all adoumments thergod (the “Meeting”), in the manner designated herein (i) all Shares held by The Trust Company of Steme Agee, Inc, and credited 1o the ESOP, Stock Bonus
or PAYSOP accounts of the undersigned as of March 21, 2011 or hedd by Wells Fargo Bank, N.A. and credited to the 401(k) accounts of the undersigned as of March 21, 2011
in accordance with the provisions of the Plan and the related trusts refemed to therein (the “Undersigned's Allocable Voles™) which are isted to the night of the address of the
undersigned printed on the other gide of this card, and (i) the number of veles allocable to the undersigned (determined in the manner specified in the Plan or the related rusts)
that are attributable to all Shares held by the Trustees as of March 21, 2011 &s to which propery execubed voting instructions ara nod tmely receivad prior o the commencement
of the Meeting (refemed to individually as the “Undersignad’s Propartionate Votes™ and collectively with the Undersigned’s Allocable Voles as the “Undersigned's Votes’).

The undersigned hereby directs the Trustees to autharize the Company’s proxies to wole in their discretion wpon such other business as may properly come befare the Meeting.

The Board of Directors of the Company recommends that you vote FOR hems 1 through 4{a), for a frequency of 1 YEAR on Item 4(b), and AGAINST Items 5(a)
and 5(b) listed on the reverse side. Upon timely receipt of these instructions, propery executed, the Undersigned's Voles will be cast in the manner directed. If these
instructions are propery executed but no specific direclions are given with respect to any of the Uindersigned's Aliocable Votes or the Undersigned’s Proportionate: \otes,
these voles will be cast in accordance with the Board's recommendations.

Please mark, sign, date and return these instructions prompdly using the enclosed envelope,

TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 16, 2011.

PLEASE SIGN AND DATE OM THE REVERSE SIDE.

) tutherized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Plaasa sign axaclly s name appears on your account in tha Plan. When signing as exacutor, administralor, atbomey, frustee or guardian, plaase give full tile a5 such.

Diate (mmiddiyyyy) — Please pint dale below. Signatie 1 — Please keep signature within the box

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - B ON BOTH SIDES OF THIS CARD. +
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CenturyLink~ 1A AT AT EATACTIAUARATAN 1250557

[ poRTANT ANNUAL MEETIVG WFoRMATION | 000ODY 000000000.000000 ext 000000000.000000 ext
- ENDORSEMENT_LINE SACKPACK, 000000000.000000 ext 000000000.000000 ext
= Ladlaliaallidalslibuanal il Tl Ul 000000000.000000 ext 000000000.000000 ext
% MR A SAMPLE Electronic Voting Instructions
| DESIGNATICN (IF ANY) You can vote by Internet or telephone!
= ADD 1 Available 24 hours a day, 7 days a week!
= ill:: i Instead of masling your voling instruction cand, yvou may choose one of the
= ADD ; fwao waling meshods outiined below o vabe your valing instruclion card.
% ADD 5 VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.
- ADD & Proxies submitted by the Internet or telephane must be received by

1:00 am,, Central Time, on May 16, 2011,

-[ ] Vote by Internet
* Log on to the Infernat and go o
www.anvisionreports.com/CTL
* Follow the steps outlined on the sacured websile.
Vote by telephone
« Caall boll free 1-800-652-VOTE (8653) within the LISA,
US temitonas & Canada ary time on a touch tona
lelephone. There is HO CHARGE to you for the call.
Using a black ink pen, mark your vobes with an X as shown in « Follow the instructions provided by the recorded message.,
this axampla. Plaasa do nol wrile oulside the designaled aneas.

Annual Meeting Voting Instruction Card (1234 5678 9012 345 )
W IF YOU HAVE NOT VOTED VIA THE INTERNET QR TELEPHONE, FOLD ALONG THE PERFORATION, DETAGH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

ﬂ Proposals — Board of Directors recommends that you vote FOR ltems 1 through 4{a), for a frequency of every 1 YEAR on Item 4(b),
and AGAINST Items 5(a) and 5(b). +
1. Elect five Clags Il Direclors: 2, Ratify the appointment of KPMG LLP as our independent
A Undersigned's Afocable Vol For Withholg | awditor for 2011, For  Against Abstain

Mewes 1 0 0O

o

01 - Virginia Boulet ] [
02 - Peter C. Brown O O Y poononaevees 1 1 O
3, Approve our 2011 Equity Incentive Plan. 5{a). Shareholder proposal regarding palitical
(< Richaxi RE(Gagharck D D " _ For  Against Abstain Amm For Against Abstain
. Undrsigned's : s
4 - Gregory 1. McCray D |:| Allocabile Viles: D D D Allocable Voles: D D D
B. Undersigned B. Undersigned’s
05 - Michael J. Roberts ] [ PMWBJ:WM: O 0O O Proportionate Voles: OO O
4fa). Advisary vole regarding our execulive compensation. | 5(b). Shareholder propesal reganding board
B. Undersigned's Fropartionste 1oies: For  Withhold _ For  Against Abstain daclassification For  Against Abstain
01 - irginia Baulet * g'mw I-’Dﬁ:s: D D D * ms: D D D
02 - Peder C. Brown Em:m; D D D . Pumsma&' D D D

4[b). Advisory w_:lte ragarding the frequancy of our executive
cnmpmah:m votes.” 1%r 2¥rs 3¥rs  Abstain

Oo0o0an

e * Aol the Undersigned's Viotes will be cast in th manner discied by you wilh Fespeet 15 (s Ilem £[3). M yeu wish i vale your
= e Foterts Proparilonale Votes dferently ffom your Alocabie oles, please call (072) $43-6780

C 1234567890 ANIT AR s
B 1TUPX 1140324 u

HIB4RE

03 - Richard A. Gephardl

Oooo
OoOo0n

(4 - Gregory J. MeCray

[l
[l







Table of Contents



W IF YOU HAVE NOT VOTED VI4 THE INTERNET QR TELEPHONE, FOLD ALONG THE FERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOPE. W

VOTING INSTRUCTIONS — EMBARQ RETIREMENT SAVINGS PLAN
CENTEL RETIREMENT SAVINGS PLAN FOR BARGAINING UNIT EMPLOYEES

The undersigned, acting as a participant in either or both of the above-referenced retirement plans (collectively, the "Plans”), hereby instructs Wells Fargo
Bank, N.A (the “Trustee’), as directed trustee of the Plans, to vote at the annual meefing of shareholders of CenturyLink, Inc. (the “Company’) to be held on
May 18, 2011, and any and all adjoumments thereaf (the “*Meeting”), in the manner designated herein, the number of shares of the Company's commaon stock
credited to the account of the undersigned maintained under either or both of the Plans. If no instructions are given, the Trustee will vote, with respect to each
Plan, unvoted shares in the same proportion as voled shares regarding each of the matters set forth on the reverse side hereof.

The undersigned hereby directs the Trustee to authorize the Company’s proxies. to vate in their discrefion upon such other business as may properly come
befare the Meeting.

The Board of Directors of the Company recommends that you vote FOR Hems 1 through 4(a), for a frequency of 1 YEAR on ltem 4(b), and
AGAIMST Hems 5(a) and 5(b) listed on the reverse side. Upon timely receipt of these instruclions, properly executed, the undersigned's shares will be
voted in the manner directed. If these instruclions are propery executed but no specific directions are given with respect to the undersigned'’s shares, these
shares will be voted in accordance with the Board's recommendations.

Please mark, sign, date and return these instructions prompily using the enclosed envelape.
TO BE COUNTED, THE TRUSTEE MUST RECEIVE THIS CARD, PROPERLY COMPLETED, BY MAY 16, 2011.
PLEASE SIGN AND DATE ON THE REVERSE SIDE.

Non-Voting ltems
Change of Address — Please print new addrass below.

. IF VOTING BY MAIL, YOU MUST COMPLETE SECTIONS A - C ON BOTH SIDES OF THIS CARD. +
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[ arorrmwy AweuaL ueTwe romwanow ] - 00OOOY 000000000.000000 ext 00000C000.000000 ext
- ENDORSEMENT_LINE SARKPACK 000000000.000000 ext 000000000.000000 ext
g |||||||!||I||"||I||||||I|||l||||!||||||I|||||||I|||| 00000000.000000 ext Q0000000000000 ext
E MR A SAMPLE Electronic Voting Instructions
= DESIGHATION (IF ANY) You can vote by Internet or telephone!
= ADD 1 Available 24 hours a day, 7 days a week!
= EEE f Instead of mailing your waoting instruction card, you may choose one of the
= ADD 1 it varling rnethods autiined below b vole your voting irstnacion card,
— ADD & VALIDATION DETAILS ARE LOCATED BELOW IN THE TITLE BAR.
= ADD B Proxies submitted by the Internet or telephone must be received by

1:00 aum., Cantral Tima, on May 16, 2071.

Vote by Internet
=« Log an to the Inlermet and ga o

warw gnvisionreports.comiCTL
+ Follow the steps culined on the secured websiie

Vote by telephone
« Cal ol free 1-B00-652-VOTE (8653) within the UG,

WS terrilores & Cardada any lime on @ buch lone

falaphone. Thara is NO CHARGE to you for the call.
Using a black ink pen, mark your wodas with an X as shown in . = Fllew the: instructiong provaded by the recorded message
Ihis example. Please do nol wrile oulside the designaled areas X

Annual Meeting Voting Instruction Card (1234 5678 9012 345)

W IF YOU HAVE NOT VOTED VIA THE INTERNET OR TELEPHONE, FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE ENCLOSED ENVELOFE. W
Proposals — Board of Directers recommends that you vote FOR ltemes 1 through 4(a), for a frequency of every 1 YEAR on Item 4[b),
and AGAINST Items 5(a) and 5(b).

1. Blect five Class I Direcions: For  Withhold Far  Withheld Far  Withheld

01 - Virginia Boulet O d 02 - Peter C. Brown O Od 03 - Richard A, Gephant O Od
M - Gregory J. McGray O Od 05 - Michael J. Roberts O O

For Against Abstain For  Against Abataln

2. Reafy the appaintment of KFMG LLP as our independent 3. Approwe our 2011 Equity Incenave Plan.
autic for 01 OO O Oo0oaod

1¥r  I¥rs 3Yms Abstain

A(a). Adisony vale regarding our executive compensation D D D d{b). Advisony wole regarding the fequency of our D D D D
axaculive compansation voles.

For  Agains! Abstain
5ia). Sharehalder proposal regardng poltical coninbutions repar, D D D (b}, Sharehakder proposal regarding boand dedassilication D D D

[l Authorized Signatures — This section must be completed for your vote to be counted. — Date and Sign Below

Plaase sign axaclly as nama appears on your account mairiained under aither or both of tha Plans. When signing as execuior, adminisiraior, atbomeay, trusiee or guardian, please give full tile
5 such

Dl menicid'yyyy) — Flease print date belcw, Signature 1— Please keep sgnature within the bo,

[/
NN

mBasc

ET P T ACCOMMOIATE
F AN W & SAMPLE AND

AL A BANFLE AHD
AND WA A SANFLE AND WA A& SAMFLE AND +

C 1234567890 JNT  mesw
MR A

TUPX 1140325 s







